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Credit Insurance 
Although many companies believe that working on projects 
financed by multilateral development banks has no payment 
risks, this is not necessarily the case. Multilateral banks lend 
the money to the countries where the development work is 
taking place. This means that country is the ‘borrowing entity’ 
and is responsible for monitoring and managing the contracts 
and for making all payments. This can be a challenge when 
the country has a less than perfect credit history or is located 
in jurisdictions where the rule of law is not necessarily well 
entrenched. In some cases, the risk is even higher because 
more than one country is involved which means you are  
negotiating with more than one ‘borrowing entity.’

EDC’s credit insurance products are ideally suited 
to easing these payment concerns and can significantly 
improve your company’s working capital management. 

First, when dealing directly with an MDB or indirectly 
through a borrowing government entity, EDC can, through 
its insurance programs, mitigate up to 90 per cent of losses 
due to non-payment under your contract or purchase 
order resulting from commercial or political risks. If EDC 
considers the perceived political and commercial risks to 
be acceptable, EDC may even be prepared to offer support 
for these transactions and may take on direct buyer risk on 
unsecured terms with varying duration. 

Second, EDC’s credit insurance can help exporters 
gain better access to working capital from their financial 
institutions. For example, an exporter can use an ARI 
policy as a security that will enable its bank to finance the 
company’s working capital needs. In fact, if an account 
receivable is covered by EDC insurance, a bank will often 
lend line-of-credit funds against it even if the account is 
more than 90 days term. This can be vitally important for 
an exporter, since banks will not ordinarily accept foreign 
accounts receivable as collateral for line-of-credit loans.

Political risk insurance
One potentially useful tool for Canadian construction and infrastructure sector  
exporters is Political Risk Insurance coverage. Multilateral development bank-supported 
projects are generally located in developing markets where companies may be 
exposed to a number of political risks that are intrinsic to these economies. EDC’s 
Political Risk Insurance (PRI) is a useful tool for companies seeking to protect 
the assets that are often required to complete certain foreign contracts. 

Political Risk Insurance also protects Canadian companies with equipment 
and inventories in foreign markets, against confiscation, inability to re-export and  
political violence risks. This insurance may also protect companies that open bank 
accounts in foreign markets for the management of their operations in these 
countries and can mitigate the risks of fund transfer, conversion or expropriation.

EDC’s bonding products
When Canadian companies want to sell equipment or ser-
vices to other countries, the buyer will not necessarily know 
the Canadian firm’s reputation. Consequently, they will 
often insist that the Canadian company provide some sort 
of performance guarantee such as a bond. A bond is basi-
cally a financial instrument, an unconditional irrevocable 
document, which is often provided by a third party, such as a 
bank, in order to encourage the performance of a contract 
or obligation. The two most common types of bonds are let-
ters of guarantee and standby letters of credit.

The challenge facing many businesses is that when a 
bank provides a letter of guarantee on a customer’s behalf, 
they will often freeze a corresponding amount on their cus-
tomer’s line of credit.

This can lead to working capital challenges. EDC’s 
bonding products can help by freeing up businesses’ work-
ing capital by providing guarantees to the bank, which 
enhances the bank’s ability to support their customer. 

Access to working capital
If you need to expand your operating line to fund the up-
front costs of bidding on MDB contracts or to expand your 
operations abroad, our Export Guarantee Program can help 
by providing a guarantee to your bank. For example, EDC’s 
guarantee can provide your financial institution with the con-
fidence they need to finance your work in progress, inventory, 
or purchase of equipment related to your export contracts or 
to cover ongoing export-related working capital needs. 

For more information on EDC’s products or 

services call 1 800-368-6664, Monday to Friday 

8 a.m. to 6 p.m. EST or visit our web site at 

www.edc.ca

Ph
ot

o:
 ©

 E
ye

 U
bi

qu
ito

us
/A

la
m

y

http://www.edc.ca


Bidding on MDB-Funded Infrastructure Contracts

We’ve Taken the Guesswork  
Out of the Leg Work

You’ve probably thought of bidding on a multilateral development bank (MDB) funded project in the past, 
but didn’t know where to start. Let EDC show you the way. We’ve developed a step-by-step guide that walks 
you through the entire process of bidding on MDB-funded infrastructure contracts. You’ll learn about the four 
major multilateral development banks, how to identify opportunities, bidding on procurement and consulting 
projects, plus a primer on Canada’s relationship with each of the MDBs. 

Winning a contract funded by one of these banks can be highly rewarding, but success is typically the result 
of a great deal of preparation and a clear understanding of process. Let EDC’s Guide be your first step to a 
winning bid. 

Bidding on MDB-Funded Infrastructure Contracts: A Guide for Canadian Businesses
Download your free copy at: www.edc.ca/MDBguide

http://www.edc.ca/MDBguide
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