Development Effectiveness Report 2013
Private Sector Operations

The private sector contributes to economic development by generating jobs and incomes, as well as
through investments, new technologies, knowledge transfer, and enhanced productivity. This is particularly
true in Asia and the Pacific, where much of the recent success in reducing poverty has been due to robust
economic growth stimulated by the private sector. The development challenges and investment needs of the
region remain large and diverse. The Asian Development Bank (ADB) helps address these challenges and
investment needs by assisting the private sector through the Private Sector Operations Department.
This fifth annual report on the development effectiveness of ADB’s private sector operations reviews how
the Private Sector Operations Department has contributed to promoting ADB’s development effectiveness
agenda. The report features the direct and indirect impact of private sector assistance. It considers the value
added of this assistance, highlighting performance trends and identifying actions required to improve results.

About the Asian Development Bank
ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing member
countries reduce poverty and improve the quality of life of their people. Despite the region’s many successes,
it remains home to approximately two-thirds of the world’s poor: 1.6 billion people who live on less than $2
a day, with 733 million struggling on less than $1.25 a day. ADB is committed to reducing poverty through
inclusive economic growth, environmentally sustainable growth, and regional integration.
Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main instruments for
helping its developing member countries are policy dialogue, loans, equity investments, guarantees, grants,
and technical assistance.
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ADB channeled $4.7 billion to the private sector

PRIVATE SECTOR OPERATIONS

HIGHLIGHTS 2013
Approved Projects

1

By country

Georgia, $50 million

Regional, $60 million

Azerbaijan, $50 million
Kazakhstan, $80 million

Mongolia, $40 million

2

PRC, $715 million
Thailand, $52 million

Project Highlights

Results, 2013

Portfolio by year-end 2013
Regional,
13%

A private equity fund focused on health care
products and services was approved.
This will provide improved access to
affordable and higher-quality health care
goods and services in developing
member countries.

67%

Assistance to support horticulture
in India was approved.
This will provide cold storage
facilities for fresh produce.

4,666

3

Sri Lanka, $15 million
India, $330 million
Pakistan, $35 million
Armenia, $25 million

ADB’s first private sector
geothermal investment in
Indonesia for more than
a decade was approved.

India

Group B (excluding India)

PRC

Group C (excluding the PRC)

Regional

By sector

Finance, 13%
Health and social protection, 3%

An equity investment in
off-grid solar energy was made.
This project will provide
a metering system for
rooftop-based solar systems
in India.

Increase in annual passenger handling
capacity of an airport

Regional,
13%

Agriculture and
natural resources, 5%

By cofinancing

5

Water and other infrastructure
and municipal services, 27%

B loans, $220 million
Risk transfers, $113 million

Trade Finance Program,
$2.3 billion

By clean energy projects

ADB raised
$2.9 billion of
direct value-added
cofinancing

vi
Of the 22 projects, 5 were in clean energy.

Parallel loans, $109 million
Guarantees, $75 million
Official cofinancing,
$135 million

6

A guarantee facility was approved
for dairy farming in Pakistan.
The facility covers the shared risks
of dairy companies, small farmers
who supply the milk, and
participating commercial banks
that provide loans to farmers.
A clean bus-leasing facility was
approved to boost sustainable
transport systems in the
People’s Republic of China.

Group C (excluding the
People’s Republic of China),
21%

India,
17%

600,000+
customers

At year-end 2013, PSOD’s portfolio is . . .

Active customers of a telecom project

Trade Finance Program supported . . .
valued at

for

$6,219 million
Transport and information
and communication
technology, 15%

Group B
(excluding India),
27%

By country
group

Connected to new or improved piped
water supply

passengers

4

Energy, 37%

Installed energy capacity

Group A,
2%

People’s Republic
of China,
20%

households

1.4 million

Number of approved projects: 22 projects worth $1,822 million
Group A

70,000+

megawatts

South Asia,
22%

Southeast Asia,
23%

Cambodia, $75 million
Indonesia, $295 million

By region

East Asia,
20%

of
completed nonsovereign
operations between
2011 and 2013
were rated
successful

Central and West Asia,
22%

By credit quality

$4 billion+ in trade

1,800+ SMEs

in

140 projects

20 countries

Low risk

Medium risk

High risk

40%

48%

12%

2,000+ transactions
By safeguard classification (number of projects)

Gross income
from PSO

=

Environment

$385 million

Involuntary Resettlement

—9
—1
— 38

— 34

31%

of PSOD
international
staff are women.

Infrastructure
Category A

— 25

4

Capital
Markets

— 25
— 59

— 58

— 16

Indigenous Peoples

— 22

— 30

—8

5
2

Infrastructure
Category B

2
3

— 33
3
1

Capital
Infrastructure Capital
Markets
Markets
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FOREWORD
I

am proud to present this fifth Development Effectiveness Report as a testament to our commitment to inclusive growth and
transparency in the private sector operations of the Asian Development Bank (ADB). The report in front of you provides an
insight into our dedication to deliver ADB’s strategic agenda, Strategy 2020.
While Asia and the Pacific is on the way to eradicating absolute poverty by the mid-2020s, more than 1.6 billion people
continue to live on less than $2 a day. Recognizing that while the region is rapidly developing, it faces widening inequalities
in income and access to economic and social infrastructure, ADB in 2013 commenced the midterm review of Strategy 2020
to improve our relevance, responsiveness, and effectiveness. Reconfirming the commitment to private sector operations, a
particular focus of the midterm review is on policy, process, and product enhancements to augment the ability of the Private
Sector Operations Department (PSOD) to deliver on the Strategy 2020 goals as part of “One ADB.”
ADB and other international financial institutions are acutely aware that our joint internal resources are far from adequate
to meet the daunting infrastructure financing gap in Asia and the Pacific. Leveraging resources in a coordinated effort
among international financial institutions and other development partners is therefore critical. In addition to redoubling
our cofinancing efforts—targeting a bankwide 100% cofinance ratio by 2020—ADB in 2013 initiated consultations on
an innovative model to leverage existing resource pools by combining ADB’s two funding windows, the Ordinary Capital
Reserve and the Asian Development Fund. This could significantly increase our sustainable level of lending and equity
investment capacity.
With a record of 22 transactions in 2013, PSOD showed the wide range of its reach, with high-impact interventions. Projects in
clean energy ranged from a small and innovative distributed solar investment in rural India to debt financing for a billion dollar
geothermal plant, applying innovative financing solutions to mitigate, among other things, resource risks—a first for ADB and
for the region. PSOD also delivered support to inclusive growth through financial institutions by way of dedicated finance for
rural and micro, small, and medium-sized enterprises, as well as projects in agribusiness and health care (including through
private equity funds), urban transport, and water supply and sanitation. Our Trade Finance Program remains a cornerstone of
ADB’s efforts to facilitate growth in the region and is looking to expand its geographic footprint.
I am happy to invite you to peruse the details of our activities in the 2013 Development Effectiveness Report.

Lakshmi Venkatachalam
Vice-President, Private Sector and Cofinancing Operations

viii

EXECUTIVE SUMMARY
F

or the Asian Development Bank (ADB), 2013 was a year of transition. The midterm review of Strategy 2020 was initiated
to identify emerging development challenges, including the role of the private sector in addressing these. ADB introduced a
new corporate results framework for 2013–2016 with refined development output and outcome targets. In addition, ADB and
the Private Sector Operations Department (PSOD) came under new leadership.
ADB’s private sector operations (PSO) continued to contribute strongly to ADB’s core operations. Of the $1.8 billion in
project approvals in 2013, 96% supported infrastructure, environment, and finance sector development. These operations
also contributed to ADB’s three strategic development agendas for the Asia and Pacific region—inclusive economic growth,
environmentally sustainable growth, and regional integration. PSO helped create economic opportunities, including more than
13,000 jobs. PSOD requires that at least 25% of annual approvals support clean energy by 2015 and during 2010–2013 the
average was already 30%. Regional integration was mainly supported through cross-border infrastructure and $4 billion in trade
finance in 2013 alone.
To improve business confidence and the provision of affordable infrastructure and services, PSOD aims to have 40% of its
annual approved projects in low-income countries by 2015. Since 2010, 34% of approved projects, on average, have been in
these countries. In middle-income countries, the strategy continues to be to demonstrate feasible private sector models to
address critical development needs and scale these up in underserved areas.
A number of first-time initiatives were undertaken during the year. These included funding to promote clean transport in the
People’s Republic of China (PRC), a horticulture project in India, the first agribusiness project in Kazakhstan, a guarantee for
promoting lending to small rural dairy businesses in Pakistan, and investment in a private equity fund dedicated to improving
health care quality and access in Asia.
A critical aspect of achieving results is ensuring that approved funds, including cofinancing, are fully disbursed to deliver
expected outputs. PSOD’s total portfolio exposure at the end of the year was $6.2 billion. The disbursement ratio was 40.5%,
indicating that funds are fully disbursed, on average, in less than 3 years. Twenty-five percent of disbursements, or $207 million
equivalent, were made in local currency (which helps reduces foreign currency risk to borrowers with no foreign currency
earnings). This was substantially higher than the $35 million equivalent in local currency financing in 2012. Most PSO debt
was also rated low to medium for credit risk, and the level of nonperforming loans was low, indicating good portfolio quality.
Direct value-added cofinancing (including the Trade Finance Program) was $2.9 billion, and, along with ADB’s own financing
of $1.8 billion, made available $4.7 billion to private businesses in the region. ADB also earned a substantial amount of
income from its PSO, which is essential if these operations are to expand. Estimated gross income from PSO for the year was
$385 million.
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The development results of 13 completed projects that were assessed in 2013 showed that PSO generally met or exceeded
output targets. Installed energy generation capacity was increased by 4,666 megawatts (MW), an additional 70,329 households
gained access to new or improved water supply, and 4,032 new small and medium-sized enterprise borrowers were supported.
The percentage of completed PSO rated successful increased from 53% in 2010–2012 to 67% in 2011–2013.
This report includes a special review of PSOD’s clean energy projects and their potential to contribute to the environmentally
sustainable growth of the People’s Republic of China, India, and Thailand. In 2013, 16% of PSOD’s portfolio was dedicated to
clean energy projects, primarily in these countries. Given the relatively modest cumulative signed investment in clean energy
of $1,896 million (2007–2013) in these countries, compared to their overall needs, PSOD’s strategy has focused on supporting
new technologies, introducing financing products that help stimulate markets, and testing alternative business and service
delivery models.
Increasing the share of clean energy in the energy mix (currently between 2% and 19% of installed electricity generation
capacity in these three countries) is critical in demonstrating a shift to a sustainable growth path to other countries in Asia and
the Pacific. Government policy and incentives are integral to clean energy investment and PSOD will continue to work closely
with public sector colleagues in this regard. In addition to ramping up the supply of clean energy, it is essential that Asia and
the Pacific narrow the gap between energy demand and supply by improving energy efficiency in production and consumption.
ADB will continue to catalyze private sector investment for renewable energy and will mainstream energy efficiency
throughout its operations.

IMPACT
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INNOVATION

INTEGRITY

INTRODUCTION
T

his Development Effectiveness Report marks 5 years
of tracking how the private sector operations (PSO)
of the Asian Development Bank (ADB) contribute to the
development goals of Asia and the Pacific. The Development
Effectiveness Report reports on progress toward targets
outlined in the new ADB results framework (2013–2016).
The first chapter presents operational highlights, such as
new projects, portfolio performance, and areas of support,
by sector and region. This year, the report includes a
special theme chapter on PSO in clean energy and their
contribution to environmentally sustainable growth.
This is followed by development results in 2013, including
those from independently validated evaluation reports.
Key lessons emerging from completed private sector
projects that were assessed in 2013 are also highlighted.
Last, the report presents how the Private Sector Operations
Department (PSOD) fared on operational and organizational
performance metrics that provide the staff and funding to
deliver intended results.
Case studies from completed projects are included to
illustrate (i) the development problem, (ii) how the
private sector was engaged to address this problem, and
(iii) the extent of results achieved. Case studies on new
interventions illustrate the strategies used to tackle evolving
development challenges.

Results measurement and the communication of what
works and what could work even better in contributing to
strategic goals will gather importance as funding for PSO
increases to 25% of ADB annual resources by 2020.
Understanding how the private sector helps address
development challenges is not always straightforward.
A number of questions are often asked about the
measurement of PSO results:



What development results are we aiming for?

Each private sector transaction, whether large or small,
should show how it delivers results to address a key
development challenge that constrains sustainable growth.
Development issues in turn are articulated within national
plans or relate to international commitments such as the
upcoming Sustainable Development Goals. Examples are
poor sanitation, unsafe drinking water, air pollution,
unreliable electricity, low-quality schooling, and inadequate
financial services for small businesses. Another key result is
the development of the private sector through investments
that establish market confidence, leverage financing, and
foster innovation. Key results at the project level and beyond,
and their performance indicators, are elaborated in the
design and monitoring frameworks (DMFs) of each project
prior to Board approval.

1



Why track results?

Results identification and measurement help us (i) make
operational improvements, i.e., identify which strategies
worked well, which worked less well, why this was the case,
and whether they should be replicated in future operations;
(ii) be accountable to our internal and external
constituencies; (iii) demonstrate how the private sector can
work alongside the public sector to address development
issues; and (iv) compete for resources, including cofinancing
from commercial financiers and institutional investors.



How are results assessed?

Each project is monitored during implementation.
At completion, an extended annual review report (XARR)
is prepared measuring development results along four
dimensions: (i) development impact (financial viability,
economic sustainability, social and environmental
protection, and private sector development); (ii) ADB work
quality; (iii) ADB profitability; and (iv) ADB value addition.
Two points are worth highlighting. First, development impact
comprises four distinct yet mutually reinforcing aspects, as
listed above. Second, financial viability is necessary but not
sufficient condition for success; i.e., a project that fails
financially is unlikely to produce or sustain good results, but
financial viability alone does not qualify a project as
successful from a development impact perspective.



What makes a project high quality?

High-quality projects deliver results beyond those predicted
in the DMF and outperform peers in their industry.
Criteria are included in the Project Performance Evaluation
Report Guidelines 2014. Results may include demonstrating
the viability of a new business model to improve services,
the feasibility of a technology, reduced cost of service
delivery, and implementation of environment protection

measures that set new industry standards. In other cases,
the project may have increased competition or positively
influenced government policy or regulations. Sometimes,
projects deliver unanticipated results that should help
inform and improve our assessment and evaluation
methodologies.



Who are our clients?

Our clients are (i) project sponsors, who are our main
counterparts during project development and
implementation; (ii) people affected by our projects,
including those that benefit from them directly or indirectly
through access to goods, services, or jobs; and (iii) the Board
of Directors and Governors, to whom ADB is accountable,
especially those from the developing member countries
where we operate.



How does results measurement
benefit our clients?

Reporting on key performance and risk metrics to investors
is a well-understood and accepted commercial practice.
Many private sector financial institutions involved in
project finance already subscribe to socially beneficial
practices such as the Equator Principles. ADB is making
reporting by clients easier and more useful by (i) agreeing
on development results indicators with clients so that they
find value in monitoring them to inform their business
strategy, strengthen their branding, and promote results in
corporate communications; and (ii) harmonizing indicators
among international financial institutions (IFIs) so that
clients can generate a single report on development results.
Eventually, it is anticipated that the private sector will take
the lead in communicating its social and environmental
impacts. IFIs are currently engaged with private sector apex
bodies, such as the World Business Council for Sustainable
Development, to make this happen.
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OPERATIONAL HIGHLIGHTS
Private Sector
Operations Strategy

F

or ADB and its PSO, 2013 was a year of transition.
The midterm review of ADB’s Strategy 2020 was
initiated along with several changes in Management,
including a new President and a new PSOD Director General.
In December 2013, given the prominent role of the
private sector within Strategy 2020, a working group was
established to propose measures to enhance ADB’s internal
processes and its responsiveness to private sector clients.1
Under Strategy 2020, 25% of ADB’s annual funding
will be allocated to PSO, compared with 15.5% in 2013.2
Management is therefore seeking to enhance the
development effectiveness of this funding, which is meant
to spur new and improved ways of addressing development
challenges. Measurement of benefits from private sector
operations is a priority.

Business Development
PSOD continued to meet or exceed its target volume
of investments (Figure 1). In 2013, 22 private sector
transactions in 12 developing member countries were
approved for $1,822 million (Table 1). In addition,
$2,797 million was raised as commercial cofinancing
and $135 million as official cofinancing, channeling
$4,754 million to ADB private sector clients.

In 2013, ADB approved
22 private sector projects in
12 developing member countries
for $1,822 million, including
$220 million in B loans.

1

Among other measures, the working group is examining ways to (i) enhance capital availability through reflow of resources and equity considerations;
(ii) improve operational efficiencies, including through approval of certain deals on a no-objection basis; (iii) create an umbrella financing facility approved
by the Board for smaller transaction, many of which will be in poorer states; (iv) increase risk transfer arrangements; (v) streamline business processes for
small deals, and (vi) unify portfolio management to increase disbursements, resource and deal flow.

2

The 25% target was agreed during the midterm review of Strategy 2020.
3

Table 1 shows that by volume, the largest investments
made during the year were in clean energy, including the
first private sector geothermal project supported by ADB
(Box 1), and a financing facility for urban transport using
cleaner fuel (Box 2).

Figure 1 P
 rivate Sector Approved Projects,
2006–2013 ($ million)
2006

1,410

2007

1,591

2009

1,670

PSOD has set two important targets to achieve by 2015.
First, at least 25% of annual approvals, by number of
projects, are to be in clean energy. On an aggregate basis
this target has been achieved as 30% of the 76 projects
approved in 2010–2013 were in clean energy. Second, to
improve business confidence, 40% of the annual approvals
by number of projects are to be in Group A and Group B
countries (excluding India) in 2010–2015.3 To date, on an
aggregate basis, 34%, or 26 of the 76 projects approved in
2010–2013, are in these countries. Figure 2 shows approved
projects by country in 2013.

1,918

2010
2011

Targets

2,343

2008

1,651
1,957

2012
2013

1,822

Source: Asian Development Bank, Private Sector Operations Department.

Table 1 Private Sector Approved Projects by Sector and Financial Instrument, 2013 ($ million)
Sector or Subsector
A. Agriculture and natural resources

No. of
Projects

Loans

Equity
Investmentsa

Partial Credit
Guarantees

Total ADB OCR
Financing

Complementary
Loans (B loans)b

Total ADB
Approvals

3

58.6

...

35.0

93.6

...

3

58.6

...

35.0

93.6

...

93.6

9

597.0

82.0

...

679.0

...

679.0

Clean energyc

5

302.0

82.0

...

384.0

...

384.0

Conventional energy

1

150.0

...

...

150.0

...

150.0

Electricity transmission and distribution

2

120.0

...

...

120.0

...

120.0

Agricultural production and markets
B. Energy

Large hydropower
C. Finance
Banking systems
D. Health and social protection
Health finance
E.	Transport and information
and communication technology
Urban transport
F.	Water and other infrastructure
and municipal services
Waste management

93.6

1

25.0

...

...

25.0

...

25.0

5

230.0

...

...

230.0

...

230.0

5

230.0

...

...

230.0

...

230.0

1

...

60.0

...

60.0

...

60.0

1

...

60.0

...

60.0

...

60.0

1

275.0

...

...

275.0

...

275.0

1

275.0

...

...

275.0

...

275.0

3

264.7

...

...

264.7

220.0

484.7

1

120.0

...

...

120.0

120.0

240.0

Water supply and sanitation

2

144.7

...

...

144.7

100.0

244.7

Total [(A)+(B)+(C)+(D)+(E)]

22

1,425.3

142.0

35.0

1,602.3

220.0

1,822.3

… = not applicable, ADB = Asian Development Bank, OCR = ordinary capital resources.
a

Equity investments include direct equity investment (in the form of common shares, preferred stock, or convertibles) and private equity funds.

b

Complementary loans include B loans and other commercial loans in dollar equivalent. B loans are funded by commercial lenders with ADB acting as lender of record.

c

Clean energy in this report refers to renewable energy projects, and energy efficiency and conservation projects.

Source: Asian Development Bank, Private Sector Operations Department.

3

ADB classifies its developing member countries (DMCs) into three categories: Group A countries are eligible for Asian Development Fund concessional
financing only for public sector projects, Group B countries are eligible for both the Asian Development Fund and ordinary capital resources (OCR) financing,
and Group C countries are eligible for OCR financing only. All PSOD assistance is on market-based terms and conditions from ADB’s OCR financing even
when the assistance is to Group A and B countries.
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Box 1

Harnessing Indigenous Power
for Sustainable Development
in Indonesia
Sarulla Geothermal Power Generation Project
Indonesia has 40% of the world’s potential geothermal resources
and yet the power supply sector is heavily dependent on
nonrenewable sources of energy. Coal and oil currently produce
65% of Indonesia’s electricity.
With an electrification rate of 76% in 2012, approximately
60 million Indonesians still lack access to reliable electricity.
The Ministry of Energy and Mineral Resources forecasts energy
demand will grow at an annual rate of 8.7%, expanding from
172.3 terawatt-hours in 2012 to 358.3 terawatt-hours by 2021.
Failure to diversify into cleaner energy sources will not only increase
harmful greenhouse gas emissions, but will also exacerbate climate
change risks for the island nation.
In December 2013, the Asian Development Bank (ADB) approved
a $250 million loan, together with $80 million from the ADB
Clean Technology Fund and $20 million from the Canadian
Climate Fund for the Private Sector in Asia under the Clean Energy
Financing Partnership Facility, to partly finance the 320-megawatt,
$1.56 billion Sarulla Geothermal Power Generation Project in
North Sumatra. This project is ADB’s first private geothermal
financing in Asia for more than a decade and is leading the way
for more such interventions. The project will be jointly financed
by ADB, the Japan Bank for International Cooperation, and other
commercial lenders. It involves the construction, operation, and
maintenance of three geothermal power generation units. It is
expected to begin delivering 2,529 megawatt-hours of electricity
in 2018. The project is also expected to create 1,624 jobs during
construction, including jobs for women and local indigenous people.

Source: Asian Development Bank, Private Sector Operations Department.

Box 2

Going Green
Loan Program for Clean Bus Leasing,
People’s Republic of China
Strong economic growth in the People’s Republic of China (PRC) is
reflected in its massive urbanization. By the end of 2011, 51% of the
country’s population lived in urban areas.
Strong market demand and government support for the
development of the auto industry have made the PRC the largest
producer and consumer of automobiles in the world. Although
enormous benefits are derived from automobiles, they also bring
a range of serious logistics, health, and climate-related problems.
The large and dense concentrations of motor vehicles and their
emissions in relatively small areas have raised air pollution in
many cities to levels considered harmful to human health. Thus,
expanding green bus services (i.e., buses operating on clean fuels)
will not only directly benefit millions of low-income commuters, but
will also improve air quality and reduce greenhouse gas emissions.
In January 2013, the Asian Development Bank approved its first
nonsovereign loan program to support sustainable transport in the
PRC by earmarking $275 million for top-tier leasing companies to
finance leased electric and hybrid buses, as well as those that run
on cleaner fuels. Through this program, the deployment of clean
buses in the urban, suburban, and intercity public transport markets
in the PRC is expected to increase. At least an additional 5,000
clean buses are expected to be in operation by 2018, leading to
greenhouse gas emission savings of 1.31 million tons per annum.
Source: Asian Development Bank, Private Sector Operations Department.

Clean energy projects are a priority
for ADB: 30% of all projects
since 2010 promote renewable
energy and energy efficiency.

Figure 2 Approved Assistance by Country, 2013 ($ million)
$275 million
PRC:
Loan Program for
Clean Bus Leasing

$50 million
Senior Loan to Access Bank
Azerbaijan for Promoting
Rural Financial Inclusion

$250 million
Indonesia:
Sarulla Geothermal Power
Generation Project

$44.7 million
Indonesia:
East Jakarta Water Supply
Development Project

Georgia, $50 million

$240 million
PRC:
Wastewater Treatment
and Reuse Project

Regional, $60 million

Azerbaijan, $50 million
Kazakhstan, $80 million

$200 million
PRC:
Urban and Rural Integration
Water Distribution Project

Mongolia, $40 million

PRC, $715 million

$150 million
India:
Dahej Liquefied Natural Gas
Terminal Expansion Project
Phase III

Thailand, $52 million
Cambodia, $75 million

$80 million
India:
Delhi Electricity Distribution System
Improvement Project

Indonesia, $295 million

$75 million
Cambodia:
Senior Loan to ACLEDA Bank Plc:
Promoting Financial Inclusion
in Cambodia

Sri Lanka, $15 million
India, $330 million

$60 million
Regional:
OrbiMed Asian Healthcare Fund
(Asia Life Sciences Fund)

Pakistan, $35 million
Armenia, $25 million

$40.2 million
Kazakhstan:
RG Brands Agribusiness Project
$40 million
Mongolia:
Senior Loan to TenGer Financial
Group for Supporting MSMEs
and Leasing Finance
$40 million
Kazakhstan:
Akmola Electricity Distribution
Network Modernization and
Expansion Project
$35 million
Pakistan:
Rural Financial Inclusion
and Dairy Growth Facility
$30 million
India:
Hydro and Wind Power
Development
$25 million
Armenia:
Sevan–Hrazdan Cascade
Hydropower System
Rehabilitation

$52 million
Thailand:
Central Thailand Solar Power Project

$18.4 million
India:
Horticulture Cold Chain Project

$50 million
India:
Solar and Wind Power
Development Project

$15 million
Sri Lanka:
Nations Trust Bank Small and
Medium-Sized Enterprises
Finance Project

$50 million
Georgia:
Senior Loan to TBC Bank
Promoting Financial Sector Growth
and Service Diversity

Number of approved projects: 22 projects worth $1,822 million
Group A

India

Group B (excluding India)

PRC

Group C (excluding the PRC)

Regional

$2 million
India:
Off Grid Pay-As-You-Go
Solar Power Project

PRC = People’s Republic of China.
Note: Group A countries are eligible for the Asian Development Bank’s soft loans while Group B countries are eligible both for soft and market-based loans. Group C countries are
eligible for market-based loans only.
Source: Asian Development Bank, Private Sector Operations Department.

Portfolio Performance
Improving business confidence
in low-income countries is a key
development objective of ADB.
As such, 40% of project approvals
are targeted for these countries
by 2015.
4

1. Portfolio Exposure as of Year-End 2013
Approved transactions enter the portfolio once they
are signed. PSOD’s portfolio more than doubled during
2006–2013 (Figure 3), totaling $6,219 million in 2013 and
comprising 155 accounts and 140 projects in 20 countries.
The slight decline in the portfolio value in 2013 is because
of complete or partial cancelation of undisbursed facilities
(including unused contingency amounts), repayments,
prepayments and divestments. Outstanding balances were
$4.6 billion and undisbursed commitments were $1.6 billion.4

Outstanding balances equal cumulative disbursements less loan repayments less cancelation after effectiveness. Any write-downs, write-offs, or conversion
to equity reduce the outstanding balance. Undisbursed commitments are undisbursed and/or unissued obligations of ADB, based on signed legal
documentation (loan, shareholder, and guarantee agreements).
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Figure 3 P
 rivate Sector Operations Department
Portfolio Exposure, 2006–2013 ($ million)
8,000
6,607
6,000

6,219

5,330 5,486
3,766

4,000
2,586

4,414

3,036

2,000
0
2006 2007 2008 2009 2010

2011

2012

2013

Note: Exposure is the sum of outstanding balances and undisbursed commitments.
Source: Asian Development Bank, Private Sector Operations Department.

Figure 4 P
 rivate Sector Operations Department
Portfolio Exposure by Region and
Country Group, 2013 ($ million)
Regional,
$778 (13%)

East Asia,
$1,269 (20%)

Central and
West Asia,
$1,361 (22%)

By region

South Asia,
$1,361 (22%)

Southeast Asia,
$1,450 (23%)

One of ADB’s prominent programs to support small and
medium-sized enterprises (SMEs) is the Trade Finance
Program (TFP). The TFP fills market gaps for trade
finance by providing guarantees and loans to banks to
support trade. Since 2009, the TFP has supported more
than 7,000 transactions valued in excess of $16 billion.
During 2013, the TFP supported 1,806 SMEs through
2,120 transactions valued at $4.03 billion (Table 2).
The TFP focuses on countries where the market gap for
trade finance is proportionally the largest. More than 97%
of the TFP’s 2013 transactions were in Asian Development
Fund countries. Of the TFP’s 18 countries of operation,
Bangladesh, Pakistan, and Viet Nam were the top
beneficiaries. During the year, the TFP initiated activities to
expand its operations to Myanmar.

Table 2 Trade Finance Program, 2011–2013 ($ million)
2011

Group B
(excluding India),
$1,703 (27%)

2012

2013

TFP Exposure

1,142

1,575

1,755

Cofinance in TFP

2,381

2,344

2,279

Total TFP Support

3,523

3,919

4,034

a

TFP = Trade Finance Program.

By country
group

a

 FP exposure is the cumulative value of Asian Development Bank TFP
T
transactions per annum, net of cofinancing.

Source: Asian Development Bank, Private Sector Operations Department.

Regional,
$778 (13%)
India,
$1,070 (17%)

Figure 4 shows portfolio exposure by region and country
group. The portfolio is well distributed among ADB’s four
regions, with shares ranging from 20% to 23%. Cross-regional
projects represent 13% of the portfolio. Projects in Group A
and B countries (excluding India) accounted for 29% of
the portfolio by volume. Projects in the PRC and India
represented 37% of the portfolio.

Indicator

Group A,
$95 (2%)

PRC,
$1,263 (20%)

PSOD’s portfolio more than
doubled during 2006–2013,
with operations in 20 countries.

Group C
(excluding the PRC),
$1,309 (21%)

PRC = People’s Republic of China.
Note: East Asian countries assisted by the Private Sector Operations Department
(PSOD) are the PRC and Mongolia. South Asian countries assisted by PSOD are
Bangladesh, India, the Maldives, and Sri-Lanka. Southeast Asian countries assisted
by PSOD are Cambodia, Indonesia, the Lao People’s Democratic Republic, the
Philippines, Thailand, and Viet Nam. Central and West Asian countries assisted
by PSOD are Afghanistan, Armenia, Azerbaijan, Georgia, Kazakhstan, the Kyrgyz
Republic, Tajikistan, and Uzbekistan.
Source: Asian Development Bank, Private Sector Operations Department.

ADB’s Trade Finance Program
supports small and mediumsized enterprises in 18 developing
member countries. It will soon
begin operations in Myanmar.
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2. Disbursements

4. Risk Profile of Private Sector Operations

A critical aspect of achieving results is ensuring that
approved funds are fully disbursed and utilized to deliver
expected outputs. PSOD’s funding is fully disbursed, on
average, in less than 3 years. Disbursement of funds in 2013
increased to $836 million from $481 million in 2012, raising
the disbursement ratio to 41%, thus moving closer to the
average disbursement ratio for PSO of about 50% (Table 3).
Both loans and equity disbursements improved.

A rating based on pertinent risk factors is assigned to each
nonsovereign loan and guarantee in PSOD’s portfolio
by ADB’s Office of Risk Management. ADB considers
both country risk and project or obligor risk in its ratings.
Where country risk is greater, it typically overrides the project
risk rating. The frequency of project monitoring increases
as the risk level rises. As of year-end 2013, 39% of PSO
(by number) were rated low risk, 50% medium risk, and 11%
high risk (Figure 5). The percentage of high-risk projects has
increased since 2011 primarily because of the downgrade of
the risk rating of one country in which PSOD had significant
operations. PSOD prepares semiannual reports for the Board
covering essential credit milestones, including the latest risk
rating of projects under implementation. Nonperforming
loans stood at 0.7% at year-end 2013, indicating good loan
portfolio quality.

Table 3 D
 isbursement Ratio for Private Sector
Operations, 2011–2013 (%)
Financing Instrument

2011

2012

2013

Loans

62.9

24.4

42.6

Project finance loans

52.1

28.1

47.2

Corporate loans

91.0

15.1

37.6
100.0

Trade Finance Program

97.3

100.0

20.2

22.1

31.2

15.1

31.2

23.9

Direct equity—financial institutions

89.8

29.2

94.0

Direct equity—infrastructure

20.8

38.5

44.6

52.2

23.9

40.5

Equity
Private equity funds

Overall

Figure 5 P
 rivate Sector Operations Department
Exposure by Credit Quality (%)
High
credit risk,
11%

Note: The disbursement ratio for the year is computed as the amount disbursed
during the year divided by the unwithdrawn balance at the beginning of the year,
plus signed amounts during the year less any canceled amounts.
Source: Asian Development Bank, Private Sector Operations Department.

Medium credit risk,
50%

Disbursements are nevertheless influenced by external
factors, such as delays in meeting conditions precedent
to disbursement and unanticipated delays in project
implementation. Prudent management requires ADB to
hold back disbursements in consideration of credit, integrity
issues, or noncompliance with agreed conditions or policies.

Low credit risk,
39%

3. Earnings
PSO also contribute significantly to the net income
of ADB. Gross income from PSO in 2013 was about
$385 million—$241 million from equity investments,
$129 million from loans, and $15 million from guarantees.

Gross income from PSO in 2013
was about $385 million.

Note: low credit risk = exposures with risk rating 1–5, medium credit risk = exposures
with risk rating 6–11, high credit risk = exposures with risk rating 12–14.
Source: Asian Development Bank, Office of Risk Management.

5. Environment and Social Standards
ADB guides clients in managing the environmental and
social risks of projects and in complying with its mandated
safeguard requirements. ADB also helps clients establish
safeguard monitoring systems and implement agreed
standards. Gender aspects, labor rights (especially with
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Figure 6 Private Sector Operations Department Projects by Safeguard Classification, 2002–2013 (number of projects)
Environment

Involuntary Resettlement

—9
—1

— 25

— 34
— 38

Infrastructure

— 25
— 59

— 58
— 30

— 22
— 16

Indigenous Peoples

—8

—4

Capital Markets
Category A

5
2

Infrastructure
Category B

Capital Markets
Category C

— 33

2
3

Infrastructure

3
1

Capital Markets

Category FI

Note: A project is assigned a safeguard category based on the anticipated impact on the environment, involuntary resettlement, and indigenous peoples. Category A projects
have the most extensive expected impact, and Category C projects have the least. Category FI projects are financial institutions that have subprojects that are not fully identified
at the outset.
Source: Asian Development Bank, Regional and Sustainable Development Department.

regard to minimum wages), safe working conditions, and
social protection are carefully considered. PSOD’s portfolio
by safeguard classification is presented in Figure 6.
ADB aims to ensure that stakeholders are not directly
or materially harmed by its projects. The Compliance
Review Panel (CRP) is an independent body responsible
for investigating alleged ADB noncompliance with its own
policies and procedures.
ADB’s first project reviewed by the CRP was the Visayas
Base-Load Power Development Project, a coal-fired
200-megawatt (MW) power plant in the Philippines that
uses improved technologies. The project was approved
in 2009. In 2011, some civil society organizations filed a
complaint with the CRP alleging that indiscriminate dumping
of old coal ash on two offsite privately owned properties
caused environmental hazards and illnesses in the area,
and raising concerns that the agreed ash disposal site was
improperly designated as a landfill and would damage the
ecosystem. Furthermore, the public ownership of the landfill
site was questioned, raising governance concerns.
The CRP concluded that the project was noncompliant
with ADB policies on energy, environment, public
communications, and social safeguards. The CRP
made several recommendations, which the ADB Board
approved on 2 April 2012. Corrective actions by ADB
include a $1 million technical assistance (TA) project for
the Department of Environment and Natural Resources
to conduct air quality monitoring, meteorological data
collection, and an air dispersion modeling study. Findings

ADB takes its accountability
seriously. A 200-megawatt
coal-fired power plant in
the Philippines was the
first private sector project
to be reviewed by the
Compliance Review Panel.
from the air dispersion modeling study will be discussed by
the project company, the local office of the Department
of Environment and Natural Resources, and the Naga City
government, and an appropriate action plan to improve air
quality will be developed and implemented.
Another coal-fired power project, the Mundra Ultra Mega
Power Project in India, was brought to the CRP in 2013.
The results of the review are expected in 2015.

Technical Assistance
In 2013, seven TA projects were approved for $7.05 million
to support capacity development and strengthen governance
in the private sector. The funding included a $5 million
contribution from the Technical Assistance Special Fund,
$500,000 from the Clean Energy Fund, $250,000 from the
Climate Change Fund, $250,000 from the Water Financing
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Partnership Facility, $600,000 from the Financial Sector
Development Partnership Fund, and $500,000 from the
Regional Cooperation and Integration Fund.
The bulk of TA financing ($3 million) went to the
second phase of the TFP. The Visayas Base-Load Power
Development Project received $1 million for capacity
development to ensure appropriate monitoring of
environmental impacts. The Energy Efficiency Multi-Project
Financing Program in the PRC will facilitate financing of
demand-side energy management by enhancing capacity
in the sector. A TA was undertaken in conjunction with the
Wastewater Treatment and Reuse Project, also in the PRC.
TA funds were approved to support the implementation
of a new Supply Chain Finance Program for SMEs. TA for
Capacity Building for Rural Financial Inclusion in Tajikistan
will help Access Bank become a sustainable greenfield,
bank serving as a model for nascent economies. A regional
TA for Promoting Financial Inclusion and Stability in
ADB’s Transition Member Countries will strengthen the
performance of financial institutions through improved
institutional policies and financial products. Of the six TA
completion reports in the PSOD program, most were in
the finance sector and were rated successful. On average,
TA implementation took 3 years.

Partnerships
Partnerships are at the heart of ADB’s private sector
operations, and are centered around active collaboration
to respond to core development challenges, related deal
sourcing, leveraging resources, and risk sharing to build
market confidence and make transactions happen, especially
in difficult markets.
1. Partnerships with Regional Departments

lower than the $6.1 billion raised in 2012 (Table 4).
The decrease was primarily due to a significant drop in
parallel loans signed, from $3.3 billion in 2012 to $109 million
in 2013. It also reflects the nature of transactions in 2013.
Large infrastructure projects in previous years created the
need for significant cofinancing in general, and parallel loans
in particular. Cofinancing under the TFP, however, continued
to be a solid contributor, as in previous years.

Table 4 D
 irect Value-Added Cofinancing,
2011–2013 ($ million)
Indicator
Direct Value-Added Cofinancing

a

Official cofinancing
Commercial cofinancing:

2011

2012

2013

4,205

6,116

2,933

0

19

135

4,204

6,097

2,797

200

200

220

1,623

3,341

109

Risk transfers

0

126

113

Guarantees

0

87

75

Subtotal

1,823

3,753

517

2,381

2,344

2,279

1

0

1

B loansb
Debt portion of project costs
financed by commercial loans
(parallel loans)

Trade Finance Program
Technical assistance cofinancing
a

 irect value-added cofinancing is cofinancing with the active coordination
D
and formal agreements among financing partners that bring about defined
client benefits, including contractual commitments by the Asian Development
Bank (such as credit enhancement, syndication, or financial administration) to
facilitate mobilization, administration, or participation in cofinancing.

b

 loans (Complementary Financing Scheme) are funded by commercial lenders
B
with the Asian Development Bank acting as lender of record. B loans for 2013
includes US dollar and local currency complementary loans.

Source: Asian Development Bank, Private Sector Operations Department.

2. Partnerships with Cofinanciers

Parallel loans. ADB’s involvement typically induces
commercial lenders to increase their loan tenor—an
important requirement for financing long-term infrastructure
assets. In 2013, this was evident in the renewable energy
sector in Thailand. Market conditions and limited experience
in renewable energy have in the past made it difficult for
Thai banks to provide loan tenors longer than 12 years.
Thai banks extended loans beyond 12 years for the
Theppana Wind Energy Project and the Central Thailand
Solar Power Project.

One of the important ways in which ADB collaborates with
the private sector is by bringing partners in as cofinanciers
of projects using suitable financing instruments. Overall,
commercial cofinancing in 2013 amounted to $2.8 billion,

B loans. B loans add significant value by leveraging
commercial capital from eligible financial institutions.
In 2013, ADB successfully signed and closed two B loans
in the PRC, both of which were oversubscribed.

PSOD worked with regional departments and provided
inputs to develop 10 country partnership strategies,
10 country operations business plans, 5 private sector
assessments, 1 finance sector road map, and 1 country
assistance program evaluation. PSOD also joined country
teams in meetings with governments.
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Direct value-added cofinancing,
including the Trade Finance
Program, reached $2.9 billion,
and, along with ADB’s approved
amount of $1.8 billion, channeled
$4.7 billion to private sector
operations in the region.
The $100 million B loan for the China Water Affairs Group
was arranged and led by the Royal Bank of Scotland, with
participation by 16 commercial banks. The $100 million
B loan for the China Gas Holdings was arranged and led
by ANZ and Commonwealth Bank of Australia, with
participation by 11 commercial banks. This was also the
first time that the State Bank of India—the largest Indian
commercial bank—participated in the ADB B loan program.
Guarantees. Under the Microfinance Risk Participation
Program, local currency loans are provided by ADB’s partner
financial institutions to ADB-approved microfinance
institutions, with ADB providing support for such lending
through a combination of guarantees and risk participation
arrangements. During 2013, ADB entered into a risk
participation arrangement with Standard Chartered Bank
under which Standard Chartered Bank provides local
currency loans to multilateral financial institutions in
Bangladesh, India, Indonesia, and the Philippines and
shares the underlying credit risks with ADB. ADB has
also signed a tripartite agreement with IFMR Capital and
Ratnakar Bank, which will provide local currency loans to
selected multilateral financial institutions in India. Under
this agreement, the three institutions share the default risk
on the portfolio. By December 2013, Standard Chartered
Bank and Ratnakar Bank had disbursed local currency loans
of almost $110 million to more than 400,000 individuals,
most of whom are women living in rural areas.
Risk transfer arrangements. In December 2009, the
Swedish International Development Cooperation Agency
(SIDA) entered into a framework guarantee cooperation
agreement with ADB as part of ADB’s Urban Financing

5

Partnership Facility. SIDA’s objective is to support ADB’s
guarantee operations in certain eligible sectors. In
2013, based on this agreement, SIDA entered into risk
participation arrangements for guarantees issued by ADB
to the Islamic Development Bank for its exposure in the
Foundation Wind Energy projects in Pakistan. The risk
participation arrangement with SIDA enabled ADB to free
up capacity under its Pakistan country limit. The transaction
also contributed to enhancing ADB’s relationship with
SIDA, an important development partner, which may lead
to similar risk transfers covering other ADB guarantees
or loans.
In line with ADB’s strategic target to reach a cofinancing
level of 100% by 2020, PSOD plans to significantly
strengthen its commercial cofinancing activities in the
coming years. Innovative modalities for guarantees will be
explored to crowd in third party capital through structures
such as “first-loss” and “back-ended” guarantees.5
Opportunities to further support the enhancement of
the project bond market through such structures will be
explored. In addition, PSOD plans to increasingly use
various risk transfer mechanisms to more effectively reduce
the risk exposure of its portfolio, enhance recycling of ADB’s
capital, and mobilize third party commercial capital into the
region. Various policy issues are being addressed internally
to enable these products to be used more effectively.
Strong efforts will be made to strengthen origination of
ADB’s guarantee and syndication products alongside
its own loans and equity products so as to catalyze
third party capital. These efforts are expected to lead to a
meaningful increase in PSOD’s contribution to ADB’s direct
value-added financing targets.
In addition to direct value-added cofinancing, one of the
important characteristics of PSO is coinvestment with other
financiers. Box 3 quantifies coinvestment for all project
finance loans and private equity funds active in PSOD’s
portfolio as of 31 December 2013.
3. Partnerships with Other International
Financial Institutions
ADB collaborates with the PSO of other international
financial institutions (IFIs) on policies and strategies, joint
operations, and measurement and communication of
development results.

A first-loss guarantee structure typically enhances the credit profile of debt instruments by guaranteeing the entire debt-service obligation, up to a maximum
cap amount, rather than partially guaranteeing a portion of debt service. A back-ended guarantee structure, on the other hand, is aimed at extending the
tenor of debt by guaranteeing against payment default during the latter years of the amortization profile.
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Box 3

Total Resources Invested
in Project Finance and
Private Equity Funds Supported
by the Private Sector Operations
Department, 2000–2013
The Asian Development Bank (ADB) coinvests with other
financiers in project finance transactions and private equity funds.
The figure shows the historical size of ADB’s financing compared
to the overall project finance and equity investments for all
signed transactions since 2000. ADB’s loans of $6,434 million
for project finance contributed to projects with a total estimated
cost of $46,762 million (coinvestments from other financiers
amounted to 6.3 times ADB’s funded participation). Likewise,
ADB’s $833 million investment in private equity funds was
matched by $4,930 million from other financiers (5.9 times ADB’s
committed capital).
Project Finance
Total Project Cost:
$46,762 million

Other
financiers:
$40,329 million

ADB assistance:
$6,434 million

Private Equity Funds
Total Committed Capital:
$5,763 million

Other
financiers:
$4,930 million

ADB assistance:
$833 million

Notes:	1. T
 his coinvestment is not the same as direct value-added
cofinancing.
2. For project finance, figures are higher than in previous reports.
This year, all signed projects (whether or not they are currently
in the portfolio) are counted.
Source: Asian Development Bank, Private Sector Operations Department.

During 2013, ADB met the Inter-American Development
Bank and provided inputs for its strategic direction, given
ADB’s experience in developing Strategy 2020 and the
role of its PSO. The Inter-American Development Bank,
in turn, shared its experience with inclusive growth projects.
The African Development Bank also has close working
relationships with ADB. Its staff visited ADB to review credit
risk assessment and other business processes.
Vice-presidents of PSO at ADB and the Development Bank
of Latin America also met to discuss ways of extending
South–South cooperation between Asia and Latin America.
Both regions face common development issues: they are
growing steadily and contain large domestic markets and a
growing middle class, yet large numbers of their people live
in poverty. Each region also has comparative advantages.
Latin American countries have considerable experience
with conditional cash transfer programs, pension systems,
public–private partnerships in infrastructure development,
and agriculture modernization. Asia’s advantage lies in
strong value chains, not only regionally but also globally; and
better-quality education, especially vocational education,
with the Republic of Korea offering a good example.
Trade finance through local banks in both regions could,
however, be improved.
A major area of collaboration among IFIs is on measuring
and communicating the development effectiveness of
their support to the private sector. In October 2013,
ADB’s Vice-President for Private Sector and Cofinancing
Operations, joined 24 other IFIs to sign a memorandum
on harmonizing development effectiveness indicators.
All signatories have committed to collecting information
using agreed definitions so that data are comparable
and usable.
In addition to data collection, ADB contributes to larger
efforts to capture the private sector’s contribution
to international development. Given the importance
of SME growth for job creation and formalization of
economies, PSOD staff contributed to a joint Organisation
for Economic Co-operation and Development–ADB study
on enhancing financial accessibility for SMEs. ADB is also
part of a group of IFIs, nongovernment organizations,
philanthropic foundations, and business associations
working on assessing the impact of private sector activities
on jobs in a series of international studies called Let’s Work,
coordinated by the International Finance Corporation.
PSOD’s development effectiveness team is part of the
steering committee for the Let’s Work study and is on the
technical working group for infrastructure. PSOD is also
working with other IFIs on corporate governance, integrity,
and syndications.

PRIVATE SECTOR OPERATIONS
IN CLEAN ENERGY AND
THEIR CONTRIBUTION
TO ENVIRONMENTALLY
SUSTAINABLE GROWTH
A

sian economies have achieved some of the world’s
fastest economic growth rates, but many countries
still face enormous power shortages. This not only impedes
their growth, but can also leave large numbers of people in
their growing populations without power. Nearly half of the
1.26 billion people without access to electricity globally live
in developing Asia (Table 5). This includes less developed
countries, such as Afghanistan, but also middle-income
countries such as the PRC, India, and Indonesia.
Helping countries meet electricity demand from households
and industry is one of ADB’s key development objectives.
However, in view of the serious environmental damage
posed by fossil-fuel-driven increases in global power supply,
ADB’s aim is to help countries transition to low-carbon
fuels, such as natural gas, and eventually to economic
growth driven by clean energy (Figure 7).6 The focus of this
chapter is therefore on ADB’s PSO in clean energy and their
contribution to environmentally sustainable growth.
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More than a billion people are still without access
to electricity—nearly half of them Asians.

Table 5 P
 eople without Access to Electricity
by Region, 2011

Region

Population
without Electricity
(million)

Share of Population
(%)

Developing Asia

615

17.0

Africa

600

57.0

24

5.0

Latin America
Middle East
World

19

9.0

1,258

18.0

Note: Figures show the latest year for which data are available.
Source: Organisation for Economic Co-operation and Development and
International Energy Agency. 2013. World Energy Outlook 2013. Paris, France.

In this report clean energy refers to renewable energy and energy efficiency and conservation projects. ADB defines renewable energy as wind (onshore and
offshore), solar (photovoltaic, concentrated solar power, and rooftop); biomass (including rice husk, other agricultural residues, biogas and biofuels, landfill
gas, and waste to energy) and small hydro (10 megawatts [MW] and below). Large hydro is not included in clean energy.
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Figure 7 Estimated Energy Share of Global Electricity Production and Consumption, by Fuel Source, 2012
Fossil fuels
and nuclear
78.3%

Global
Electricity
Production
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Source: Renewable Energy Policy Network for the 21st Century. 2013. Renewables 2013 Global Status Report. Paris, France.

GLOBAL DEVELOPMENT ISSUE # 2

Most electricity produced and consumed is from
fossil fuels, leading to harmful emissions.
Clean Energy = Renewable Energy + Energy Efficiency
ADB’s role: To help countries to produce more
electricity from renewable energy, and consume
less electricity through energy efficiency.
ADB financed its first private sector renewable energy
power generation project in 2007. In less than 7 years,
ADB has built up a portfolio of 31 clean energy projects,
including 4 energy efficiency projects, with approved
funding of $2,054 million.7 Given its mandate to catalyze
private sector financing, ADB typically provides direct
funding for no more than 25% of total project costs (up to
50% for smaller projects), but will seek cofinancing either
using its credit enhancement products and/or as parallel
debt and equity.
This chapter focuses on ADB’s clean energy operations in
the PRC, India, and Thailand—three countries chosen for
(i) undertaking important policy reforms to increase clean
energy in their total power mix, and (ii) having the potential
to demonstrate meaningful reforms and influence the clean
energy policies of other Asian countries. These countries are
also ADB’s largest private sector clients for its clean energy
investments, with a total of $1,896 million in renewable
energy and energy efficiency funding as of 2013.

7

Because the issues related to renewable energy are different
from those of energy efficiency, these are discussed
separately. First, a brief overview is provided of the renewable
energy policy reforms taken by these countries, followed
by ADB’s experience in building private renewable energy
generation capacity. This includes where ADB achieved
success, where performance was less successful, and the
reasons for success. Second, the tremendous potential of
energy efficiency technologies as an alternative to increasing
power supply and for lowering energy consumption is
discussed along with ADB’s experience in promoting
energy efficiency. In closing, observations are made about
the role of ADB’s PSO in contributing to clean energy and
environmentally sustainable growth, and the part played by
government policies.

Renewable Energy
Development in the People’s
Republic of China, India,
and Thailand
1. People’s Republic of China
Policy reforms. As a centrally planned system, the
Government of the PRC follows the principles of integrated
planning and supportive pricing policies for key sectors.
The Renewable Energy Law, 2005 made renewable
energy a priority (Figure 8). Subsequently, the government
established the Medium and Long-term Development

This figure includes ADB funds for all signed transactions less canceled transactions for renewable energy and energy efficiency project finance, but excludes
investments in renewable energy through private equity funds, because these are at different stages of deployment in investee companies.
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Figure 8 Clean Energy Development in the People’s Republic of China, India, and Thailand
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Key Policy Reforms
• Renewable Energy Law, 2005
• Medium and Long Term Development Plan
for Renewable Energy, 2007–2020
• Introduction of commercial terms for
renewable energy projects

Key Policy Reforms
• National Electricity Act, 2003
• National Electricity Policy, 2005
• Renewable Purchase Obligations, 2008
• National Tariff Policy, 2006 (updated 2010)

Key Policy Reforms
• Renewable Energy Development Plan,
2008
• Adder Scheme, 2010

ADB Private Sector Operations
in Clean Energy
• Inner Mongolia Wind Power Project
• Jilin Wind Power Project
• Municipal Waste to Energy Project
• Agricultural and Municipal Waste to
Energy Project
• Energy Efficiency Multi-Project
Financing Project
• Small Hydropower Development Project

ADB Private Sector Operations
in Clean Energy
• Tata Power Wind Energy Financing Facility
• Gujarat Paguthan Wind Energy
Financing Facility
• Hydro and Wind Power development Project
• Dahanu Solar Power Project
• Rajasthan Concentrating Solar Power project
• 145 Megawatts Grid Connected Solar project
• Off-grid Pay-As-You-Go Solar Power project
• Public–Private Partnership for Renewable
Energy Development

ADB Private Sector Operations
in Clean Energy
• Solar Power Project
• Bangchak Solar Power Project
• Provincial Solar Power Project
• Central Thailand Solar Power Project
Theppana Wind Power Project

Sources: US Energy Information Administration. http://www.eia.gov/ (accessed May 2014); Asian Development Bank, Private Sector Operations Department.

Plan for Renewable Energy in the People’s Republic of
China (2007–2020). The plan identifies renewable energy
industries to be developed and promotes the use of specific
technologies in different geographic areas, depending on
resource availability; such as biomass energy for rural areas
and wind energy in northern regions.8 More importantly,
the plan encourages the adoption of commercial terms for
renewable energy projects put out to tender, and introduces
some elements of cost recovery. For example, a surcharge
may be added to the retail price of power to recover excess
costs involved in the production of renewable energy
compared to conventional energy.

As a result of these measures, investment in renewable
energy capacity has continued to increase. In 2011, wind
and solar power accounted for 6.2% of the PRC’s installed
electricity generating capacity of 1,073 gigawatts. The PRC
has the highest wind energy potential in the world, and
the wind energy target can be achieved if suitable smart
grid connections to evacuate power are made (Table 6).
For solar energy, grid connection is less important as a
large part of the government’s target is for off-grid rooftop
panel installations in remote areas. For biomass, the
country is looking to capitalize on agricultural waste and
municipal solid waste.9

8

Government of the People’s Republic of China, National Development and Reform Commission. 2007. Medium and Long-term Development Plan for
Renewable Energy in the People’s Republic of China (2007–2020). Beijing.

9

Nonfossil fuel energy is targeted to reach 15% of all energy needs by 2020.
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Table 6 R
 enewable Energy Targets in the
People’s Republic of China (GW)
Renewable Energy Type

2012

2015

2020

Wind

61

100

200

Solar

3

35

50

8 (2011)

13

30

Biomass
GW = gigawatt.

Source: Government of the People’s Republic of China. Information Office of the
State Council of the People’s Republic of China. 2007. China’s Energy Condition
and Policies. Beijing.

Like India, most of the PRC’s power generation will, however,
continue to be fueled by coal, a relatively abundant natural
resource. Although coal’s share of the PRC’s total energy
mix is expected to fall to 63% by 2020 and to 55% by 2040
as a result of projected higher energy efficiencies, absolute
coal consumption will increase by more than 50% over
this period due to rising energy demand.10 This poses a
complex development challenge. However, the government
is committed to working toward an environmentally
sustainable growth pattern.11 In this regard, the PRC has
invested more in clean energy development than any other
country in the G-20. In 2013, the PRC is estimated to
have spent $61 billion on renewable energy, compared to
the United States’ investment of $48 billion.12 This policy
stance continues to create growth opportunities for private
investment in the PRC’s renewable energy sector. At present,
power production in the PRC is largely being undertaken by
state-owned enterprises and other state-affiliated power
producers, with the five largest state-owned enterprises
owning 49% of the PRC’s installed capacity.13 Most wind
projects in the PRC have been developed by state-owned
companies, but investment by the private sector is being
sought to meet wind energy targets (Table 6).
ADB’s private sector operations. ADB has been promoting
renewable energy in the PRC since 2008. The strategy has
been to (i) to develop renewable energy on commercial
terms, and (ii) improve services provided by the private sector
in rural areas. As of December 2013, ADB had signed
investments of $1.12 billion in wind power, small hydro, and
waste-to-energy projects.

ADB’s multiproject financing facility for the Jilin Wind Power
Project allowed ADB to reach out to a number of small wind
power subprojects that would normally struggle to obtain
finance on a stand-alone basis. In addition, ADB helped
attract $120 million in B loans from commercial banks,
directing private capital to this important sector. The other
public–private partnership project in wind energy in Inner
Mongolia was recognized by independent evaluators for its
valuable contributions, including working on commercial
terms with a less developed state-owned provincial power
company while enabling the company to benefit from the
technical expertise of foreign investors. Although the project
faced power supply issues such as resource availability
and grid offtake capability, it nonetheless had positive
development impacts overall.
The waste-to-energy projects are helping to introduce
private sector delivery of essential services in smaller
municipalities across the PRC.14 The core development
benefits expected from these projects are safe waste
disposal and power generation, but an auxiliary benefit is
reduced greenhouse gas emissions from the improved,
less polluting incineration technologies, which in turn lead
to less residual waste for landfills. If these service delivery
models turn out to be financially and operationally viable,
they can help spur further private sector investment
through public–private partnership arrangements, and
support the governments rural–urban integration goals
aimed at decreasing service disparities and improving
social outcomes.
2. India
Policy reforms. India opened up its power sector to private
investment in the 1990s, and, with the National Electricity
Act, 2003 (Figure 8), established a clear framework
for unbundling of the sector, including power pricing.
Private investment began to take off, and in 2012 accounted
for 27% of India’s total power generating capacity.15
With the exception of a few demonstration projects by the
government, most capacity addition in renewable energy
has been from the private sector. The government is also

10

US Energy Information Administration. http://www.eia.gov/ (accessed May 2014).

11

ADB. 2012. Toward and Environmentally Sustainable Future: Country Environmental Analysis of the People’s Republic of China. Manila.

12

Bloomberg New Energy Finance. 2014. Clean Energy Investment Falls for Second Year (http://about.bnef.com/press-releases/clean-energy-investment-fallsfor-second-year/). 15 January.

13

IREX. https://www.irex.org

14

Use of biomass in the PRC is relatively small, and is mostly for heating, cooking, or small-scale power projects. The National Development and Reform
Commission has created price and tax incentives for biomass and waste incineration project investment through feed-in tariffs.

15

Source: Government of India, Central Electricity Authority. As of 31 March 2012, cumulative installed power generating capacity in India reached 199,877 MW
of which 54,275 MW was from the private sector, including 20,503 MW of renewable energy.
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Table 7 C
 apacity Addition during Twelfth Five-Year
Plan in India, 2012–2017 (MW)

Center

Hydro

Thermal

Nuclear

RES
(MNRE)

6,004

14,878

5,300

…

Total
26,182

%
share
22

State/UTs

1,608

13,922

…

…

15,530

13

Private

3,285

43,540

…

30,000

76,825

65

10,897

72,340

5,300

30,000

118,537

100

Total

… = not applicable, MNRE = Ministry of New and Renewable Energy, MW = megawatt,
RES = renewable energy sources, UTs = union territories.
Source: Government of India. 2013. 12th Five-Year Plan, 2012–2017. New Delhi.

using a competitive bidding process to help gradually drive
down renewable energy tariffs. Regulatory instruments
such as renewable purchase obligations, which require
all distribution companies in India to purchase 15% of
their power from renewable sources, have been crucial to
creating demand for renewable energy. These measures
have helped to increase the share of renewable energy
(30,000 megawatts) in India’s cumulative generating
capacity to 25% under the 12th Five-Year Plan (Table 7).
Even with this planned increase in renewable energy, India’s
overall power generation will continue to be dominated
by thermal sources until at least 2030. The government’s
12th Five-Year Plan clearly recognizes that this situation
is at odds with the country’s other development goals of
environmental management. Furthermore, subsidies for
fossil fuels and charging consumers electricity tariffs that
are below cost-recovery levels leads to inefficient electricity
production and consumption behavior. For instance,
the near-zero power tariffs for the agriculture sector are
disincentives for saving energy and explain the power
consumption estimates of 20% by this sector compared
to 40% by industry.16 Therefore, the pricing of fuel sources
and power supply needs to be corrected to reflect the true
costs of alternatives to renewable energy. Although some
steps have been taken recently to remove fuel subsidies,
much remains to be done. A clear political decision needs
to be made to implement these major reforms to help drive
demand for renewable energy and create more opportunities
for renewable energy investment.

16

ADB private sector operations. To date, ADB has invested
$447 million in eight renewable energy projects in India.17
The strategy for increasing renewable energy generation in
the country has focused on (i) introducing new technologies,
(ii) using an array of financing instruments, and (iii) testing
different business models.
ADB’s clean energy projects in India are deploying a range of
technologies, such as solar photovoltaic (one of the largest
photovoltaic farms constructed in India), concentrated solar
power (the largest of its kind in the world), home-based
solar systems (powering the off-grid rural poor), and wind
energy. ADB also introduced special financing instruments
for clean energy. For instance, it arranged local currency
financing with a fixed rate of interest for a wind development
project in 2007 when such financing was unavailable in
the local market. It also provided a line of credit to a local
commercial bank for on-lending to clean energy projects.
In 2011, ADB approved the Solar Guarantee Facility to issue
partial credit guarantees in favor of eligible foreign and local
commercial bank lending to solar power generation projects
in India. However, the facility had to be canceled in 2013
due to lackluster response from the market. The uptake of
the facility was poor primarily because the local commercial
banks’ perception of the risks and returns of the solar
projects was not in line with the expectations in the pricing
of the guarantee. Also, banks were unwilling to pass on the
benefit of the guarantee to project developers through
reduced interest rates. Although the facility was canceled,
ADB continued to engage with local commercial banks
through a parallel TA project. Workshops were held in major
cities in India to train bank staff in conducting technical
and commercial due diligence on solar power projects.
These training sessions were widely appreciated by the local
commercial banks and helped them better evaluate solar
projects awarded under phases 1 and 2 of the government’s
National Solar Mission.
ADB has also structured direct project financing and tested
different operating models in the sector. For instance, ADB
worked with established business groups on large projects
to build market confidence,18 but it also supported new
entrants to the market, such as a start-up company tapping
into the huge potential for home-based solar systems in
India (Box 4). ADB also helped a well-known business group

Given that most of electricity used in agriculture is for irrigation, a rise in electricity prices will encourage the development of drought-resistant seeds and
water-storage and water-saving technologies, contributing to other development goals.

17

The volumes quoted are for signed amounts; i.e., those in legal agreements with clients as of December 2013.

18

Examples include its work with Tata Power for an early wind energy project, and with Reliance Power on a 40 MW first utility-scale solar photovoltaic power
project in Rajasthan State, and later on a large (100 MW) concentrated solar power project.
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ADB private sector operations in
India have successfully deployed
solar and wind technologies,
demonstrated viability of projects,
and tested service delivery models
to improve access to electricity
in rural areas. Two clean energy
financing modalities—a guarantee
and a line of credit—had
less success.

Box 4

Solar Energy for Rural India
Simpa Networks Off-Grid Pay-As-You-Go
Solar Power Project
In March 2013, ADB made a $2 million equity investment in Simpa
Networks to enable the roll-out of its off-grid, pay-as-you-go solar
home systems in rural India.

in India successfully apply for Certified Emissions Reductions
under the United Nations Framework Convention on
Climate Change. The project received 86,957 Certified
Emissions Reductions in January 2012. Such measures by
ADB have been important in establishing precedents in the
financing and valuation of clean energy. With replication,
these measures help develop the market.

India has more people who lack access to electricity than any
other nation in the world—an estimated 300 million according to
estimates by the International Energy Agency. Most live in rural
areas beyond the reach of conventional energy grid networks.
Simpa provides affordable and accessible solar energy to consumers
using a proprietary metering and payment system linked to
mobile phones. Customers pay a low 10% down payment for the
installation of the solar-based system on their premises, and prepay
for electricity usage much like a prepaid phone card. Each payment
also contributes toward the total purchase price of the solar home
system. This financing structure transforms part of a household’s
energy expenditure into an asset purchase. Simpa not only offers
consumers the opportunity to own their solar energy system, but
also breaks their dependence on expensive and unhealthy sources
of light and energy such as kerosene and diesel. Once fully paid,
the solar home system unlocks and delivers free electricity for the
expected 10-year life of the product. Simpa expects to sell 15,000
new solar home systems in 2014.

3. Thailand
Policy reforms. Within Southeast Asia, Thailand offers
another perspective on the gradual change of the power
sector toward a more environmentally sustainable pattern of
growth. Here, the current reliance is on indigenous natural
gas resources, supplemented by power imports (Figure 8).
Although the current share of renewable energy in total
installed capacity is 2% (2011), it is expected to reach 12%
by 2030 (Table 8). As in the PRC, power production is
dominated by the government—in this case, the Electricity
Generating Authority of Thailand—which accounts for 50%
of power generation. Independent power producers generate
35% of the country’s electricity.

Source: Asian Development Bank, Private Sector Operations Department.

Table 8 Annual Capacity by Fuel Type in Thailand, 2011–2030 (MW)

Year
2011
2012–2030

Solar

Wind

Biomass

Biogas

Municipal
Solid Waste

Others

Total
Renewable
Energy

Hydro

Total Capacity,
including
Nonrenewable
Energy

138

3

747

106

21

2

1,018

5,323

32,395

3,802

1,974

2,602

46

352

…

8,776

5,804

70,686

… = not applicable, MW = megawatt.
Source: Ministry of Energy. 2012. Summary of Thailand’s Power Development Plan (2012–2030). Energy Policy and Planning Office. Government of Thailand. Bangkok.
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Thailand established a 15-year Renewable Energy
Development Plan in 2008. In 2010, to attract private
investment in renewable energy, Thailand began to offer
attractive fixed-price power purchase rates to small and
very small power producers under its feed-in tariff program
for renewable energy. In addition, project developers are
given technology-specific feed-in tariffs, or “adders.”
The adder is paid for 10 years in the case of wind and solar
projects and 7 years for other renewables. More significantly,
the adder is financed through a pass-through mechanism,
and is charged as a separate line item on a customer’s
electricity bill.
The adder program has been successful at attracting
private investment in renewable energy because (i) the
rates have been set high and are simple to understand and
integrate by the private sector into their investment plans;
(ii) key documents, such as power purchase agreements,
are standardized; and (iii) contracts are secure. All of these
factors have boosted investor confidence.19 Thailand’s
feed-in tariff program is not backed by law, and it remains
to be seen whether there could be policy reversals by
future governments.
ADB private sector operations. By 2013, ADB had
invested $285 million for renewable energy in Thailand
to (i) develop solar power (ADB also made one investment
in wind power), and (ii) provide confidence to local banks
to extend loan tenors for renewable energy. ADB has
established important milestones in encouraging local banks
to extend loan tenors.
The Natural Energy Development Project in 2010 was
the first utility-scale solar project to apply for the adder
mechanism with the Electricity Generating Authority
of Thailand. It was also the first large-scale case of
solar financing in Asia, and its 18-year loan tenor was
unprecedented in the region at that time. Market
conditions and limited experience in renewable energy
had made it difficult for Thai banks to provide loan tenors
longer than 12 years. ADB also provided $2 million in TA
from its Clean Energy Financing Partnership Facility to
cover the higher contingencies for solar projects. The
Theppana Wind Power Project was the first case where a

local Thai bank extended tenor beyond 12 years for a wind
power project. Even though biomass has great potential,
unlike in the PRC, supporting private investment in biomass
and municipal solid waste (waste to energy) has proved
difficult for ADB in Thailand mainly due to supply risks and
environmental issues.
To summarize, energy production in the PRC, India, and
Thailand will be driven by fossil fuels at least until 2030.
However, the share of renewable energy within the
installed electricity generation capacity of all three countries
is growing. ADB has also been funding energy efficiency
projects since 2007. The next section shares the intended
development results of energy efficiency projects and their
huge unrealized potential.

Rethinking Energy Efficiency
to Reduce Power Shortages
It is now well accepted that the path to environmentally
sustainable growth cannot be met simply by an evergrowing power supply, no matter how large the share of
renewable energy is. It has to be balanced by reducing
consumption levels, or reducing the energy intensity of
consumption (i.e., energy use per unit of gross domestic
product). Given the politically divisive, difficult challenge
of correcting subsidy and tariff levels to change consumer
behavior in some countries, a practical intervention in the
short term is to improve energy efficiency.20 This lowers
energy consumption, is an effective alternative to expanding
the power supply, and can thus reduce power shortages.
Sooner or later, government energy development plans may
need to reflect “negawatts” (i.e., watts that are saved).21

Sooner or later, government
energy development plans may
need to reflect “negawatts”
(i.e., watts that are saved).

19

Greacen, C. and S. Tongsopit. 2013. An assessment of Thailand’s feed-in-tariff program. Journal of Renewable Energy 60. pp. 439–445.

20

Chevron, a leading petrochemicals company promotes energy efficiency as a new source of energy. The company has reduced its energy consumption levels
by 28% over 1992–2012 through energy efficiency measures.

21

The term was coined by the scientist and environmentalist Amory Lovins.
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Given the benefits of energy efficiency, why has its uptake
been slow? In ADB’s experience, other than the pricing issue,
one key reason is the perceived opportunity cost of time and
capital spent on energy efficiency solutions versus that spent
on the core business of a company. Another is low capacity
to undertake energy efficiency audits, and a shortage of
engineering and finance skills. A third is weak enforcement of
energy efficiency regulations.

initiative. ADB organized workshops in several cities to
raise awareness among business owners, decision makers,
and managers through presentation of well-documented
case studies that underscored the benefits of energy
efficiency services in reducing energy costs and increasing
operational efficiencies. The sponsor has identified several
energy efficiency projects, which will be financed through a
multicurrency loan.

ADB’s energy efficiency initiatives include the upgrading
of a cement plant in Azerbaijan with energy efficiency
technology, an industrial energy finance program in
Bangladesh, an energy efficiency multiproject guarantee
facility for a development bank in the PRC, TA for improving
the energy efficiency of wastewater treatment plants in the
PRC, and TA and funding for an energy efficiency project in
Southeast Asia.

Given this experience ADB can help support private
companies looking to tap into the large market for energy
efficiency projects. For instance, the government of India
has identified eight energy-intensive sectors, and created
a market-based “perform, address, and trade” mechanism,
whereby industries can trade energy efficiency certificates.
This has created market opportunities in energy efficiency
(estimated at Rs50 billion–Rs100 billion, or $1.6 billion, per
annum). In Southeast Asia the energy efficiency market is
estimated to be $7 billion.23

ADB has gained useful insights into the drivers and
incentives for energy efficiency from these projects.
The energy efficiency guarantee facility in the PRC was
underutilized and is being supplemented with training by
ADB and a technical advisor for branch credit officers,
streamlining of credit procedures, and better marketing.
The uptake for the industrial energy finance program
through commercial banks in Bangladesh has been slow,
primarily due to low incentives to adopt energy efficiency.
Even when the benefits of energy efficiency is explained
and promoted, demand for loans continues to be low as
most companies prefer not to borrow for energy efficiency
expenses under $1 million. Borrowing for such expenses also
reduces the credit available to companies from their banks,
acting as a disincentive.22 Furthermore, the incentives for
bank staff are geared toward large project finance deals.
ADB’s energy efficiency program for South Asia has had
more success as it is being managed by a sponsor with a
strong and proven business model that combines technical
expertise in energy audits, financing of costs through the
energy savings, and responsibility for installation of energy
efficiency equipment by the service provider. These features
allow client companies to focus on their core business
without the need to arrange financing for this self-financing

Next Steps for
ADB’s Clean Energy
Private Sector Operations
To address the development problems of low access to
electricity supply and high dependence on fossil fuels,
ADB will (i) continue to fund grid-connected renewable
energy supply, (ii) seek more opportunities to fund offgrid renewable energy supply, (iii) develop services related
to energy efficiency, and (iv) explore opportunities for
light manufacturing and construction for clean energy.24
For instance, renewable energy can be used to power standalone and/or remote industrial operations, such as mining,
which use large amounts of power (Table 9). ADB is already
exploring opportunities for supporting the private sector to
scale-up technologies that conserve power in the agriculture
sector. These include drip irrigation, and more efficient
water pumps and turbines.25 Financing energy efficient,
locally manufactured air conditioning and heating units is
another attractive option given the substantial contribution

	Findings are from an ADB project promoting energy efficiency through Indonesia Eximbank.
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ADB. 2013. Energy Wise: Saving Money through Energy Efficiency and Services. Findings from a $20 million Loan and $600,000 TA to Cofely International
by ADB. Manila.

24

Globally, industries use a third of all energy, and 60% of industrial use is for motors, a third of which is for pumps or fans. Current technologies for energy
efficiency can cut energy usage by 20%.

25

Given the near-zero tariffs for power to agriculture in India, for instance, there is no incentive for farmers to switch to energy efficient technologies.
Therefore, the government would need to pay private developers and distributors to replace inefficient equipment with equipment of higher efficiency.
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Table 9 Opportunities in Clean Energy
Renewable Energy

Energy Efficiency

Renewable energy generation
Mature technologies:
geothermal, biomass, wind
Young technologies:
concentrated solar power

Energy efficiency related services
Energy efficiency audits: financing
Energy efficiency systems (e.g.,
wastewater treatment plants)
Transmission and distribution loss
reduction

Applications for renewable energy
Desalination
Mining
Heating and cooling

Manufacturing and construction
Vehicles
Air conditioning
Irrigation
Housing and other buildings

Source: Asian Development Bank staff.

of inefficient cooling and heating units to peak-load power
demand. Such investments would enhance the development
effectiveness of ADB’s spending by addressing power
shortages, and creating alternate supply and distribution
chains and associated jobs.

Conclusions
The Private Sector Operations Department’s (PSOD)
$1,896 million signed investment in clean energy is clearly
modest compared to the overall needs of the PRC, India,
and Thailand. However, as a development finance institution,
ADB’s strategy has focused on catalyzing private investment
by (i) deploying new technologies, (ii) introducing diverse
financing instruments, and (iii) testing alternative business
and service delivery models.
Increasing the share of clean energy in the energy mix of the
PRC, India, and Thailand, which currently lies between 2%
and 19% of installed electricity generation capacity, is critical
to demonstrate a shift to an environmentally sustainable
growth path to other countries. While the private sector

will continue to make important contributions, this shift
will need to be led by government policies. The public
sector plays a key role in energy production, and public
policies greatly influence energy consumption behaviors.
Given the current technical complexity of accelerating
the supply of clean energy, a practical and complimentary
solution is to narrow the gap between energy demand and
supply by improving energy efficiency in both production
and consumption. ADB will therefore continue to catalyze
private sector investment for renewable energy and energy
efficiency projects, while mainstreaming energy efficiency
considerations throughout its operations.

The shift to a sustainable
growth path will need to be led
by government policies that
correct pricing signals and attract
more private investment in
clean energy.
ADB will continue to catalyze
private sector investment for
renewable energy and energy
efficiency projects, while
mainstreaming energy efficiency
considerations throughout
its operations.
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DEVELOPMENT RESULTS
I

n January 2013, ADB adopted a new corporate results
framework. The framework comprises four levels:
Level 1—development progress in the region; Level 2—
ADB’s contribution to development results, including
quality at completion and core operational results; Level 3—
ADB’s operational management; and Level 4—ADB’s
organizational management.
This chapter describes PSOD’s performance in terms of
project quality at completion, based on validated and
unvalidated extended annual review reports (XARRs).
This is followed by a discussion of PSOD’s contribution to
ADB’s development results. The results of private equity
funds are then reviewed. Generic, or crosscutting, outputs
and outcomes of PSO, such as employment and contribution
to government revenues, are presented. Lessons learned
from 2013 XARRs are highlighted, followed by the financial
and economic performance of PSO.
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Transaction Quality
at Completion
1. B
 ased on Validated Extended Annual Review
Reports from 2011–2013
PSOD prepares project completion reports known as
XARRs. These have four criteria: development impact,
ADB’s investment profitability, ADB’s work quality, and
ADB’s additionality (Figure 9). Development impact is,
in turn, assessed against four criteria: (i) private sector
development; (ii) business success; (iii) economic
sustainability; and (iv) environmental, social, health, and
safety performance. XARRs receive a final rating of highly
successful, successful, less than successful, or unsuccessful.
Following the preparation of XARRs, the Independent
Evaluation Department evaluates the performance of ADB
private sector transactions by undertaking a desk review
to simply validate the XARR findings and these are called
XARR validation reports, or by conducting a full-fledged
independent evaluation known as a project performance
evaluation report.

Figure 9 P
 erformance Criteria for
Nonsovereign Operations
Development
Impact

ADB’s
Profitability

ADB’s
Work Quality

ADB’s
Additionality

Private Sector
Development

Business
Success

Economic
Sustainability

Environmental,
Social, Health,
and Safety
Performance

Source: Asian Development Bank. 2014. Guidelines for the Preparation of Project
Performance Evaluation Reports on Nonsovereign Operations. Manila.

This section focuses on the quality at completion of
46 nonsovereign operations (NSO) completed and assessed
during 2011–2013, of which 31 were in finance, 11 in energy,
3 in transport, and 1 in water. Of the 46 XARRs, 19 were
validated, and 2 project performance evaluation reports were
prepared (Table 10).

Table 10 V
 alidated and Unvalidated Extended Annual
Review Reports, 2011–2013 (number)
Item
Extended annual review reports
Unvalidated
IED-validated (XVR and PPER)

2011

2012

2013

14

14

18

0

7

18

14

7

0

IED = Independent Evaluation Department, PPER = project performance
evaluation report, XVR = extended annual review report validation report.
Source: Asian Development Bank, Strategy and Policy Department.

finance sector operations rated less than successful made
positive contributions to private sector development
through interventions for reviving business confidence.
Examples include launching private equity funds after the
financial crisis, attracting capital for investee companies
and improving their management and transparency, helping
clients achieve growth objectives, and demonstrating the
feasibility of securitization.
Successful and highly successful NSOs in infrastructure
generated development outcomes that met or exceeded
those anticipated during due diligence, had demonstration
effects, and introduced best practices in their operation
and governance. Successful operations also made notable
contributions to private sector development through
innovations and reliability in service delivery, industry
recognition of corporate governance standards, and
prudent management of business under adverse economic
conditions. The Cambodia Power Transmission Project,
approved in 2007, is an example of a successful operation.

Figure 10 C
 ompleted Nonsovereign Operations
Rated Successful and Highly Successful,
by Sector, 2010–2013 (%)
80%
Transportation
and ICT

100%
100%

Water supply and
municipal services

100%
90%
91%

Energy

The percentage of completed NSOs rated successful or
highly successful increased from 53% in 2010–2012 to 67%
in 2011–2013 (Figure 10). The NSO success rate for 2013
is provisional as most completion reports issued in 2012
and 2013 have not yet been validated. When calculated in
volume terms, the success rate of NSOs was 11 percentage
points higher at 78% during 2011–2013.
Finance operations account for two-thirds of the completed
and assessed operations by number, and infrastructure
services make up the remaining one-third. All transport
operations, 91% of energy operations, and 55% of finance
operations were rated successful or highly successful.
Positive contributions to private sector development were
made by 78% of NSOs rated excellent or satisfactory for
results against this success criterion. In addition, 27% of

35%

Finance

55%
53%

Overall

67%
0
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100

%
2010–2012

2011–2013

ICT = information and communication technology.
Notes: Success rates are based on validated extended annual review report ratings
and project performance evaluation report ratings for 2010–2013. The success
rates for extended annual review reports in 2012 and 2013 were not adjusted,
as these cannot be reliably projected due to the small sample size of available
validation findings. The red line indicates the 80% is the target to be achieved
by 2016.
Source: Asian Development Bank, Strategy and Policy Department.
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It constructed 221 kilometers of transmission lines and
associated facilities that allowed the import of power from
Thailand to northwest Cambodia. Due to the project,
transmission losses were reduced by 13%, end-users
increased by 88%, and charges were lowered by 12% by 2011.
Power consumption was twice the level expected during
the due diligence of the project, resulting in good financial
performance and a dramatic increase in economic activity in
the area.
ADB contributions to successful NSO in the finance
sector included (i) long-tenor financing, which was not
readily available in the market; (ii) equity investment that
boosted investor confidence; (iii) strong safeguard and
communication work, which aided smooth implementation;
(iv) growth of client bank lending to small and mediumsized enterprises (SMEs); (v) economic diversification; and
(vi) improved client reporting standards.
The main reasons for the less-than-successful and
unsuccessful ratings for the private sector transactions
in finance were poor business performance (i.e., low
profitability or negative returns on the investment); and
external factors such as the Asian (1998–1999) and global
(2008–2009) financial crises, which reduced investment
opportunities, led to prepayments, and raised credit stress
levels for banks. Insufficient due diligence by ADB in the
areas of loan portfolio analysis, assessment of the operating
environment, and management capability was noted in a
few cases.
2. Differences in Self-Assessment
and Independent Evaluation
The Independent Evaluation Department downgraded
the overall rating of 6 of the 21 validated XARRs.
One infrastructure project was downgraded from highly
successful to successful because the results achieved did
not exceed expectations. Five finance sector projects
were downgraded from successful to less than successful.
Reasons included deviations from stated objectives such as
less-than-targeted support to SMEs (lending and leasing),
and differences in assessment of ADB’s work quality and
catalytic effect.
For the first time, the Independent Evaluation Department
also upgraded the rating of two private sector projects from
successful to highly successful. These were the Cambodia
Power Transmission Project and the Grameenphone
Telecommunications Expansion Project in Bangladesh.
Both projects had exceptional development impact.

For the first time, the Independent
Evaluation Department upgraded
the rating of two private sector
projects from successful to
highly successful.

Core Operational Areas
The private sector makes critical contributions to inclusive
and environmentally sustainable growth in the region.
An important pathway of the private sector is through
projects that directly promote inclusive economic growth.
This growth, in turn, creates jobs, directly and indirectly, which
can benefit the poor for whom labor is often the only reliable
and productive asset. Growth also helps increase government
revenues, which can be used to deliver essential goods and
services and pay for social safety nets. In addition, the private
sector can be involved in developing solutions that contribute
more directly to inclusiveness such as better education
and learning, affordable health care, accessible and flexible
financing instruments, safe drinking water, and electricity.
These services not only lift people out of absolute poverty and
raise their standards of living, but also enable them to make
use of emerging social and economic opportunities.
The indicators at Level 2 of the results framework track the
delivery of outputs and outcomes from different sectors.
These indicators directly and indirectly cover inclusive and
environmentally sustainable growth as well as emerging
development challenges, such as climate change.
Table 11 documents PSOD’s results achieved in 2013 as
reported in XARRs. The development results of PSO
contributed significantly to ADB’s output and outcome
targets for all sectors including energy, transport, water,
telecommunication, and finance. PSO delivered
4,666 megawatts (MW) equivalent of installed energy
capacity—a 100% achievement rate. For the transport
sector, interim results as of 2013 are reported, although the
projects’ targets are meant to be achieved by 2015 (Box 5).
In the water sector, the number of households with new or
improved water supply and the reduction in nonrevenue
water exceeded expectations. For the telecommunication
sector, the number of active customers reached 608,201,
resulting in a 122% achievement rate (Box 6), while the
expansion of network coverage (counted as the number of
the sites) reached the 100% achievement rate.
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Table 11 Development Results of Private Sector Operations
Planned Outputs

Indicators

ADB
(A)

PSOD
(B)

PSOD’s Share
of Total ADB
Planned
Outputs
(C) = (B)/(A)

Achieved Outputs
ADB
(D)

PSOD
(E)

PSOD’s Share
of Total ADB
Outputs
Achieved
(F) = (E)/(D)

Share of
PSOD Planned
Outputs
Achieved
(G) = (E)/(B)

Additional
PSOD
Outputs
Achieveda
(H)

Energy
I nstalled energy generation
capacity (MW equivalent)

4,964

4,651

94%

5,019

4,666

93%

100%

…

 assenger handling capacity
P
per year (number)

…

1,400,000

…

…

1,400,000

…

…

100%

 ircraft movements per year
A
(number)

…

2,500b

…

…

1,390

…

…

56%

Additional international
passenger traffic per year
(number)

…

300,000b

…

…

140,000

…

…

47%

611,594

65,000b

11%

820,914

70,329

9%

108%

…

9,781

480

5%

9,871

1,940

20%

404%

…

…

40b

…

…

38

…

…

106%

Active customers (number)

…

500,000c

…

…

608,201

…

…

122%

Expansion of network
coverage (number of sites)

…

100

…

…

100

…

…

100%

Indirect employment
generated

…

not
estimated

…

…

13,000

…

…

…

Trade finance supported
($ million per year)

2,500

2,500

100%

4,030

4,030

100%

161%

…

SME loan accounts
opened/end-borrowers
reached (number)

3,450

884

26%

4,032

1,136

28%

129%

…

Resources made available
to portfolio companies
($ million)

…

not
estimated

…

…

672

…

…

…

Companies assisted
(number)

…

not
estimated

…

…

84

…

…

…

Transport

Water
Households with new or
improved water supply
(number)
 ater supply pipes installed
W
or upgraded (length of
network in kilometers)
Reduction in water losses
(nonrevenue water) (percent)
Telecommunications

Finance
Financial Institutions
(Bank and Nonbank)

Funds

… = not applicable, ADB = Asian Development Bank, MW = megawatt, PSOD = Private Sector Operations Department, SME = small and medium-sized enterprises.
a

These results are for sectors that are not covered in the ADB results framework but in which PSOD has investments.

b

Planned output is set for 2015. Results are recorded as of year-end 2013.

c

Planned output is set for 2017. Results are recorded as of year-end 2013.

Note: Indicators in green are included in ADB results framework, and indicators in blue are additional indicators for private sector operations.
Source: Asian Development Bank, Private Sector Operations Department.

Installed energy generation capacity was increased by 4,666 megawatts,
an additional 70,329 households gained access to new or improved
water supply, 13,000 jobs were created, and 1,136 new small and
medium-sized enterprise borrowers were supported.

1. New Initiatives
PSO entered new markets and introduced new ways of
delivering financial assistance to targeted sectors in 2013.
ADB assisted privately owned power distribution companies
in Akmola, Kazakhstan, with a loan of $40 million; and in
New Delhi, India, with a loan of $80 million. These projects
aim to minimize power distribution losses and thus improve
access to power. For instance, the Akmola project is
expected to supply an additional 200 gigawatt-hours of
power to an additional 35,000 households by 2016.

Box 5

Armenia Launches Airport Expansion
Zvartnots Airport Expansion Project (Phase 2)
ADB’s first private sector investment in civil aviation in Armenia
strengthened the country’s connectivity and modernized an
important international transport corridor.
Armenia has a population of about 3.2 million but an estimated
7 million Armenians live overseas maintaining strong social
and economic ties to the country. This diaspora, along with
the country’s landlocked location, and its limited rail and road
transport infrastructure—especially along its southern border—has
made civil aviation vital to the economy and to the cross-border
movement of people.
ADB’s $40 million loan to Armenia International Airports in 2010
was instrumental in mobilizing much-needed financing for the
modernization and expansion of Zvartnots International Airport at
a time when commercial funding dried up due to the global financial
crisis. Including loans of $40 million from the European Bank for
Reconstruction and Development (EBRD) and $20 million from
German development cooperation through DEG, the $100 million
financing from international financial institutions partially financed
a $167 million project for the construction of a new landside
terminal building and the installation of equipment and facilities.
This complemented the airside concourse that was built during
phase 1 of the airport’s modernization program.
Construction of the new terminal began in 2010. It was completed
ahead of schedule and began commercial operations in
October 2011. Since commencement of operations, the airport
has served an average of 138,000 passengers, and handled 1,585
aircraft movements and 869 cargo tons per month. ADB’s close
cooperation with the government in the modernization of the
airport has included successful resettlement of affected persons.
The successful completion of the project with the engagement
of the three international financial institutions has attracted the
interest of local banks, which have initiated discussions on financing
future large-scale capital expenditure projects in the country.
Source: Asian Development Bank, Private Sector Operations Department.

The first nonsovereign agribusiness project in Central and
West Asia was a $40.2 million loan to expand the ultrahigh-temperature milk and juice production facilities, milk
collection systems, and storage facilities of a company
in Kazakhstan, where agriculture employs 25% of the
population.
Horticulture production in India is beset with high levels of
postharvest wastage of fresh produce, estimated at about
35% of total production, and processing is very limited.
Inadequate facilities for storage also result in considerable
seasonal price fluctuations. A $18.4 million loan was
approved to support the horticulture business of a company
in India that provides cold storage facilities for fresh produce.
ADB approved a $35 million project to support the
development of the rural dairy business in Pakistan,
and to expand access to finance through an innovative
guarantee structure involving the State Bank of Pakistan,
the Department for International Development of the
United Kingdom, commercial banks, and ADB. Pakistan is
one of the five largest milk producers in the world, generating
38 billion liters annually. The annual growth rate of dairy
production is estimated at 2%–4%, and it accounted for
12% of gross domestic product and 55% of agricultural gross
domestic product in 2012. While packaged dairy products still
constitute a small market segment at 1.4 billion liters annually
(or 7% of tradable milk), demand is growing at 10%–15%
per year, outpacing annual production growth. Access to
bank loans, however, is very limited and is often based on
relationships rather than farmers’ creditworthiness. Only 5%
of bank loans are currently given to the agriculture sector.
An equity investment of $60 million in the OrbiMed
Health Care Fund was ADB’s first support for a fund in
the health sector and the first private sector health care
intervention for many years. This fund is expected to invest
in end-to-end health care solutions, from diagnostics
and drug development to hospital care. The project was
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Box 6

A Mobile Telecommunication
Revolution
Digicel Mobile Telecommunication
Expansion Project, Papua New Guinea
The first private sector infrastructure investment by the Asian
Development Bank (ADB) in the Pacific region was an $18 million
loan to Digicel in Papua New Guinea (PNG) in 2009 that partially
financed a $296 million expansion project, sparking a mobile
telecommunication revolution in the country.
Access to information and communication technology, particularly
mobile services, is recognized as a key contributor to productivity
and hence to economic growth and poverty reduction. Efficient
telecommunication infrastructure also plays a significant role in the
delivery of services in an island nation where rough terrain and lack of adequate infrastructure makes access to a largely rural population difficult.
Only 7 years ago, PNG was among the countries with the poorest access to telecommunication services. With a population of about 6 million, it was
dominated by a state-owned telecommunication company that charged high tariffs and had a penetration rate of less than 3% for mobile services.
Digicel’s entry into the market as the country’s first private mobile telecommunication services provider, during market liberalization in 2007, helped
increase mobile penetration to 21% in just 2 years. However, the company faced financing constraints as international commercial banks were
reluctant to provide medium-term loans when the global financial crisis occurred in 2008.
ADB stepped in with direct financial assistance in 2009. It effectively catalyzed cofinancing from a range of lenders, including the Bank of South Pacific,
Export Development Canada, and the International Finance Corporation, enabling Digicel to continue with its expansion plans by funding the
construction of mobile phone towers, installation of additional switches, and upgrading of the billing system. The expansion project, which was physically
completed in 2009, improved Digicel’s cash generation capacity, enabling it to fund further growth.
Digicel continued its investments in network expansion to cover more remote areas, reaching about 4.5 million people through 700 sites in 2012.
It also introduced technology upgrades for better service quality; helped reduce call rates by up to 70%; and sold cheaper handsets with free SIM
cards, which enabled people on low incomes to own a mobile phone. In addition, it offered a range of better-value pricing and promotions, including
“super off-peak” rates, which made mobile telecommunication more affordable. The improved accessibility and increased affordability led to the
development of a mobile telecommunication market and associated sectors in PNG.
Source: Asian Development Bank, Private Sector Operations Department.

unique in that ADB financed a project preparatory TA that
identified health sector investment opportunities in Asia,
selected a fund manager, and played a direct catalytic role
in fundraising. The fund is expected to mobilize more than
$240 million in additional equity, making it one of the largest
pan-Asia health care funds.
ADB also provided first-time support for clean transport in
the People’s Republic of China (PRC) by approving loans
of up to $275 million to five financial leasing companies.
The funding will facilitate leases for “clean” vehicles, which
run on alternative fuel or are energy efficient.

2. Infrastructure Projects Approved in 2013
Renewable energy. Renewable energy is a growing
business for ADB’s NSO. In Thailand, an $87 million
loan was approved to build a 57 MW solar power plant
in Nakhonpathom and Suphanburi provinces. In India,
ADB made two direct equity investments: $30 million for
75 MW of wind power and 100 MW of hydropower by
2016, and $50 million for 300 MW of solar and wind power
capacity by 2015.
In Indonesia, a $250 million loan was approved to construct,
operate, and maintain three geothermal power generation
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units in the Sarulla concession area with a total capacity
of about 320 MW. The units will be powered by steam, a
reliable renewable energy source. This is ADB’s first project
in Indonesia with funding from the Clean Technology Fund
(up to $80 million) and from the Canadian Climate Fund for
the Private Sector in Asia under the Clean Energy Financing
Partnership Facility (up to $20 million).
A $2 million equity investment was made to provide
growth capital to Simpa Networks, a company offering an
innovative mobile-phone-based, pay-as-you-go metering
system for rooftop solar systems in India. The project will
increase access to clean electricity in areas not reached by
the power grid and has important inclusive growth elements.
This technology is offered to solar microgrid developers
as a flexible prepaid metering, customer, and revenue
management solution.
Conventional energy. Despite the increase in its operations
in renewable energy, ADB still invests in cleaner alternatives
to energy from conventional sources such as coal and oil.
It strongly promotes the use of natural gas (Box 7).
A $150 million loan for the expansion of the existing Dahej
liquefied natural gas terminal in India will add 18 million
standard cubic meters per day of natural gas, which will
be supplied to power plants, and used for the production
of fertilizer as well as for city gas distribution. Greenhouse
gas emission reductions are expected to amount to
approximately 3.15 million tons of carbon dioxide equivalent
per annum. ADB also provided a $25 million loan to help
rehabilitate the Sevan–Hrazdan hydropower system in
Armenia (Box 8).
Water. ADB continued its support for the water sector in
Indonesia with a $45 million loan to provide East Jakarta with
a safe water supply. The project complements ADB’s support
for a water supply project in West Jakarta, completed
in 2012. Piped water service coverage in East Jakarta is
expected to increase to 68% by 2018, compared with 60% in
2012. Nonrevenue water is expected to be reduced to about
35% by 2018, compared with 45% in 2012.
In the PRC, a key public health issue continues to be the
shortfall of safe drinking water that meets the country’s
standards. ADB provided a $200 million loan to a private
entity to build and rehabilitate water distribution facilities
in urban and rural areas. In addition, ADB approved a
$240 million loan to finance wastewater treatment to
standards that allow for wastewater reuse (Box 9). By 2019,
600 million tons of wastewater are expected to be treated
annually to grade 1A standard and 11 million tons of treated

Box 7

Galvanizing Finance
for Cleaner Fuels
Municipal Natural Gas Infrastructure Development
Project (Phase 1), People’s Republic of China
In 2006, the Asian Development Bank (ADB) approved a
$25 million equity investment in China Gas Holdings (CGH).
ADB also provided a $50 million direct loan with $75 million in
syndicated loans from 12 commercial banks to two wholly owned
and controlled subsidiaries of CGH: Central Asia Natural Gas and
Zhongran Investment.
ADB’s assistance supported CGH’s Municipal Natural Gas
Infrastructure Development Project in the People’s Republic of
China (PRC). By 2013, the company had expanded its natural
gas pipeline networks to 137 cities, from 48 cities in 2006, and
was serving 9,597,530 households, 2,407 industrial users, and
54,497 commercial users.
The project had a major impact on private sector participation
in the natural gas distribution industry in the PRC. It was one of
the first major attempts to attract significant commercial lending
to the natural gas distribution sector in the country through an
innovative structure aggregating small subprojects. The project
has helped catalyze commercial lending by international banks
for natural gas distribution, a sector where such lending was
previously very limited.
The project accelerated the replacement of coal and other
fossil fuels with cleaner natural gas. It demonstrated the
effectiveness of public–private partnerships in municipal
infrastructure and the role of the private sector in building
and operating gas distribution infrastructure while strongly
advocating safety, and social and environmental management.
It was one of the first ADB private sector projects to mandate
a corporate governance improvement plan. CGH has received
numerous awards for its improved corporate governance and
efficient operations.
Source: Asian Development Bank, Private Sector Operations Department.
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Box 8

Box 9

Sevan–Hrazdan Cascade Hydropower System
Rehabilitation Project, Armenia

Wastewater Treatment and Reuse Project,
People’s Republic of China

Armenia suffers from obsolete power generation infrastructure
and consequently imports about 60% of its energy, including both
fuels and electricity. This heavy dependence on imported fuel
renders the country vulnerable to energy price shocks and supply
disruptions. Strengthening energy security is one of Armenia’s
top priorities. The development of indigenous energy resources
over the long term, and the rehabilitation of old and inefficient
power infrastructure in the short term are considered of utmost
importance.

In September 2013, the Asian Development Bank (ADB) approved
a $120 million direct loan together with another $120 million
complementary loan to be funded by commercial banks to the
Beijing Enterprises Water Group for the Wastewater Treatment and
Reuse Project in the People’s Republic of China (PRC).

New Lease on Life for
Aging Hydropower Plants

The Sevan–Hrazdan cascade hydropower system, which had an
original installed capacity of 561.4 megawatts, is one of the most
important hydropower generation assets in Armenia. It consists
of seven run-of-river hydropower stations, canals, and reservoirs
between Lake Sevan and the city of Yerevan. Originally built
between the 1930s and 1960s, it is owned and operated by
International Energy Corporation and supplies about 10% of the
country’s electricity. The system requires significant rehabilitation
to extend its working life and reduce the risk of major failure while
other sources of electricity are developed.
International Energy Corporation approached the Asian
Development Bank (ADB) for support. ADB approved a $25 million
loan for the rehabilitation and modernization of the Sevan–Hrazdan
cascade hydropower system in 2013. The project, which will be
completed by 2017, is critical to meeting Armenia’s future energy
demand. It aims to rehabilitate and modernize four hydropower
plants and the diversion channels for three plants, and replace
associated electrical equipment at substations. It will employ 400
additional workers during rehabilitation and construction, and will
restore 44.7 megawatts of generation capacity.
When fully rehabilitated, the Sevan–Hrazdan cascade hydropower
system is expected to dispatch an estimated annual production of
600 gigawatt-hours of electricity and will operate in accordance
with international safety standards.
Source: Asian Development Bank, Private Sector Operations Department.

Raising Wastewater
Treatment Standards

Rapid urbanization has created water-related challenges in the
country with water shortages reported in more than 400 cities.
The average daily shortfall is estimated at 16 million cubic meters,
equivalent to the average annual consumption of about 160,000
people. Fresh water resources are scarce and water endowments
have been declining. Fresh water availability is further reduced by
extensive water pollution. In 2012, 31% of 10 major river systems
and 39% of 62 primary lakes could not meet the water quality
requirement for drinking, causing public health consequences that
are significantly affecting lives, livelihoods, and productivity.
Improving wastewater treatment quality and promoting reuse
is an effective response to the challenges that the PRC faces.
With adequate technologies, wastewater can be reused to meet
specific needs and purposes, such as industrial use, including
machine cooling and cleansing, and boiler operation. Higher
quality freshwater can be freed up for end uses such as drinking
and cooking.
Beijing Enterprises Water Group is an integrated water
infrastructure operator and a pioneer in the reuse of treated
wastewater. It has implemented four projects in cities with limited
water resources and high water utilization. ADB’s financing will be
used to annually treat an additional 600 million tons of wastewater
to grade 1A standard by 2019. The treated wastewater can be
reused to meet industrial demand.

Source: Asian Development Bank, Private Sector Operations Department.
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wastewater are expected to be reused annually. Moreover,
the project will improve energy efficiency by at least 10%,
reducing emissions by 76,000 tons of carbon dioxide
equivalent per year.
3. C
 apital Markets and Financial Services
Approved in 2013
Finance. Access to adequate, timely, and competitively
priced finance is a cornerstone of private sector
development and inclusive growth. Improving access to
finance for micro, small, and medium-sized enterprises
(MSMEs) in particular continues to be a main thrust of
ADB’s operations in the finance sector. Box 10 provides
an example of an MSME bank that weathered the global
financial crisis with ADB’s support.
ADB is assisting the MSME operations of financial
institutions across several countries. Assistance includes
a $50 million loan to an MSME financial institution in
Georgia, and a $15 million loan to a bank in Sri Lanka.
In Mongolia, ADB approved a $30 million loan for a bank
and a $10 million loan for on-lending to a leasing company.
In addition, ADB emphasized its commitment to promoting
rural financial inclusion for MSMEs with a $50 million
loan in Azerbaijan to increase its operations and branches
outside the capital, Baku (Box 11); and a $75 million loan
in Cambodia for MSMEs, which is expected to be used
primarily in rural areas. Under ADB’s Microfinance Risk
Participation and Guarantee Program, 13 new microfinance
institutions were approved (2 in Bangladesh, 9 in India, 1 in
Indonesia, and 1 in the Philippines) and 5 guarantees were
issued in India totaling $6 million. In addition, ADB provided
$15 million in risk participation with a partner financial
institution for three microfinance institutions in India.

Results of Private
Equity Funds
Businesses in the early stages of development and expansion
have acute funding needs but are not yet attractive for
commercial bank financing. Such entities are ADB’s
primary targets for investment through the private equity
fund mechanism. Box 12 illustrates how private equity funds
can contribute to small and medium-sized enterprise (SME)
development.
Since 2000, ADB has invested $769 million in 40 private
equity funds across a range of sectors. Half of these funds
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Box 10

Boosting Business Activity
in Armenia
Inecobank Closed Joint Stock Company
In October 2007, the Asian Development Bank (ADB) approved
a regional loan and guarantee facility of up to $20 million to
support microfinance institutions and small-business banks in
ADB developing member countries in Central and West Asia. In
2008, ADB disbursed $3 million from this program as a loan to
Inecobank, a privately owned bank in Armenia with a strong focus
on microfinance.
Micro, small, and medium-sized enterprises (MSMEs) play an
integral role in Armenia’s economy and contributed 43% of gross
domestic product and 42% of employment in 2012. However,
insufficient understanding of this segment of borrowers and
perceived risks led to high financing rates; a lack of medium- to
long-term tenor for loans, collateral, and guarantee requirements;
and complicated loan application procedures. These factors
limited access to finance, which worsened with the onset of the
2008–2009 global financial crisis.
With ADB’s assistance, Inecobank was able to maintain its lending
levels. Although the size of ADB’s loan was not large, the timing
of the disbursement was critical given that alternative sources of
funding, such as short-term deposits and commercial loans, had
contracted and the cost of such funding, where available, had
rapidly escalated.
Inecobank continues to grow and expand its lending to MSMEs,
and is embarking on an expansion of its branch network from
8 branches in 2007 to 16 branches and a representative office
by 2012. During the tenure of the ADB loan (2008–2012), the
number of micro borrowers increased from 633 to 2,362, and the
total number of borrowers increased from 850 to 2,652. Inecobank
continues to be competitively positioned as the second-largest
microfinance lender in Armenia, demonstrating a strong track
record in MSME lending and a long-term commitment to MSMEs.
In addition, Inecobank has a strong small and medium-sized
enterprise portfolio. As of year-end 2013, the bank held a gross
loan portfolio of $213 million, of which 13.6% were micro loans and
34.6% were small and medium-sized enterprise loans.
Source: Asian Development Bank, Private Sector Operations Department.

Box 11

Box 12

AccessBank Azerbaijan

Equity Investment in Aureos Southeast Asia Fund

Micro, small, and medium-sized enterprises (MSMEs) are crucial
to income generation in secondary towns and rural districts in
Azerbaijan. Recognizing this, the Asian Development Bank (ADB)
made a $50 million loan to AccessBank Azerbaijan (ABA) to
provide MSMEs with access to finance.

Private equity investments play an important role in the graduation
of small and medium-sized enterprises (SMEs) to larger enterprises.
Recognizing the beneficial role of private equity in adding value to
SMEs in the form of capital and management expertise, the Asian
Development Bank (ADB) approved a $20 million investment in the
Aureos Southeast Asia Fund (ASEAF) in 2005.

Financing Rural Businesses
in Azerbaijan

ABA was established in the country’s capital, Baku, in 2002 as a
greenfield bank serving low-income customers. Within 10 years
ABA had developed a customer base of 120,000 clients. With
ADB’s support, ABA is expanding its services to MSMEs outside
Baku. It plans to increase its regional branches from 19 to 40,
extend at least $200 million in additional loans to MSMEs, and
increase its MSME borrowers from 65,000 in 2012 to 100,000
by 2017. ADB’s assistance also promotes women’s empowerment
and is expected to increase ABA’s female borrowers from 34,000
to 51,000 in the same period.
ADB bolsters its assistance to the finance sector by supporting
the establishment of finance sector policies, infrastructure,
institutions, and services that are conducive to inclusive
growth. ABA’s emphasis on providing funding in regions where
productivity is low and the potential for employment and income
generation is high encourages the building of inclusive financial
systems. The experience thus far indicates that ABA is an
effective private sector partner to reach more MSMEs in rural
areas where poverty and vulnerability are highest, and to diversify
economic growth into private non-oil activities.

Private Equity for Small and
Medium-Sized Enterprises

ASEAF is a $70 million private equity fund designed to address the
gap in long-term equity financing in Indonesia, the Mekong subregion,
the Philippines, and Thailand. It was established as an 8-year closedend fund and managed by Aureos Southeast Asia Managers, a wholly
owned subsidiary of Aureos Capital, a private equity fund manager with
extensive experience investing in SMEs in developing markets. ASEAF
raised $70 million in committed capital from international development
financial institutions including ADB, CDC Group (the United Kingdom’s
development finance institution), the Netherlands Development
Finance Company (FMO), and the Norwegian Investment Fund for
Developing Countries. It invested in 17 companies in various industries
such as consumer goods, packaging, information technology, utilities,
engineering, automotive, and health care. ASEAF provided funding
and strategic management to support the organic growth of these
companies. Furthermore, it provided value addition such as advisory
services on merger and acquisition transactions, introduction of new
investors, management training, and recruitment of top managers.
During the fund’s investment period, 16 of the 17 investees grew
considerably, with commensurate increases in employment, efficiency,
and reinvestment in capital expenditure.

ABA also provides an example of an effective business model
in ADB’s transition and postconflict business environments and
demonstrates the highest corporate governance standards. With
a Fitch BB+ rating, ABA enjoys the best international bank rating
in Azerbaijan.

ADB’s investment in ASEAF played a catalytic role by successfully
attracting long-term investments and demonstrating the credibility
of private equity investments in the Association of Southeast Asian
Nations (ASEAN) region, where the private equity industry was
at a nascent stage. The fund directly catalyzed $26 million in local
private capital and contributed to a tenfold increase in the number of
private equity funds operating in the region. At the investee level, the
companies were able to mobilize debt capital to support growth. In
2011, a follow-on fund, the Aureos South East Asia Fund II, was formed
with a total fund size of $250 million.

Source: Asian Development Bank, Private Sector Operations Department.

Source: Asian Development Bank, Private Sector Operations Department.
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Table 12 S
 ector Distribution of ADB’s Investment
in Private Equity Funds, 2000–2013
ADB’s
Contribution to
PEFs by Category

Total Capital Raised
by these PEFs
($ million)

Small and medium-sized
enterprises

375 (49%)

2,683

Infrastructure fund

185 (24%)

1,345

Clean technology/
clean energy funds

171 (22%)

961

Others (microfinance,
debt fund)

38 (5%)

447

Fund Type

Total

769 (100%)

5,436

ADB = Asian Development Bank, PEF = private equity fund.
Source: Asian Development Bank, Private Sector Operations Department.

support SME development (Table 12). Currently, the funds
have invested in 384 companies (Table 13) in 24 countries
of which 202 companies are in Group A and Group B
countries. Box 13 illustrates private equity investment in
clean technologies for diverse industries.

Generic Outputs
and Outcomes
Generic indicators measure outputs and outcomes that are
common to all sectors. They assess the effect of PSO on
local market development, employment, and government
revenues. The indicators measure the (i) amount of
goods and services purchased locally as a result of the
project; (ii) project’s contribution to government revenue;
(iii) number of people employed during construction;
(iv) number of people employed during operation; and
(v) number of people indirectly employed as a result of the
project, where measurable. Generic indicators have been
systematically included in project monitoring frameworks
since 2010 and, where available, their results have been
outlined in the preceding discussion.

standards and requirements creates capacity within private
sector companies and can positively influence government
action. For instance, part of an airport expansion project
financed by ADB and the European Bank for Reconstruction
and Development (EBRD) did not require any land
acquisition or relocation of residents; however, ADB’s
safeguards policy was triggered due to the master plan for
the entire airport, which included a relocation program.
Because the government lacked resources, the ADB client
took responsibility for financing and implementation of
the entire relocation program using its own resources to
ensure smooth implementation and goodwill. ADB and
the EBRD provided technical support to the company in
following international standards to deliver the relocation
program. The process, which required numerous quarterly
consultations, effectively demonstrated international
good practice in relocation with respect to community
engagement, entitlements (particularly for nontitled people),
and the quality of replacement housing.
Collaboration for successful delivery of public–private
partnerships. ADB-wide engagement is necessary
to support smooth implementation of public–private
partnership projects, particularly in building the capacity of

Table 13 I ndustry Distribution of Companies
Receiving Investment from
ADB-Supported Private Equity Funds
Investee Industry

Number of Investees
(Active and Exited)

Percent to
Total (%)

Clean technology/clean energy

66

17

Manufacturing—light

40

10

Medical/biotechnology

40

10

Manufacturing—heavy

30

8

Consumer products/services

29

8

Financial services

27

7

Information technology

17

4

Infrastructure

18

5

Transportation/distribution

19

5

Media

14

4

Lessons

Services—nonfinancial

14

4

Telecommunications

13

3

Retail/wholesale

11

3

The following lessons emerged from XARRs that were rated
successful and less than successful.

Others

46

12

Total

384

100

Demonstration of high safeguard standards for future
replication. The successful execution of safeguard

Source: Private Investment Securities Management System data as of December
2013. Asian Development Bank, Private Sector Operations Department.
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Box 13

Pioneering Clean Energy
Investments in the
People’s Republic
of China
China Environment Fund
The rapid expansion of manufacturing and
exports over the last 3 decades has helped
the People’s Republic of China (PRC)
become a much-admired global economic
power. However, the country’s resourceintensive development model also brought
environment degradation. As recently as 2002,
concepts such as environmental protection, clean technology, and socially responsible investments were novel, especially in relation to private equity
investment.
It was within this context that in October 2002, ADB approved a $3 million equity investment in the China Environment Fund 2002 (CEF 2002),
followed by a $7 million equity investment in the China Environment Fund 2004 (CEF 2004). The combined fund had a total size of $43 million
($13 million for CEF 2002 and $30 million for CEF 2004), and was managed by Tsing Capital (affiliated with Tsinghua University), the first venture
capital firm in the PRC to invest in clean technology.
CEF 2002 invested in seven companies and CEF 2004 in five companies, all in the clean technology field. The companies had operations in
industrial waste management, water cooling systems, clean technologies, waste treatment, auto emissions reductions, manufacturing of photovoltaic
cells, manufacturing of solar wafers, generation of wind power, manufacturing of solar modules, and manufacturing of biodegradable polymers.
The combined fund oversaw the successful initial public offering listing of two of its investee companies on the New York Stock Exchange and the
NASDAQ in 2007. An audit in 2009 showed that collectively, the fund’s investee companies contributed (i) emissions reductions of 11.7 million tons
of carbon dioxide equivalent (ii) 176,894 gigawatt-hours of clean energy generation, (iii) $6.6 million in clean technology research and development,
(iv) employment for 23,521 people, (v) $25.7 million in taxes, and (vi) $92,000 toward community development. Meaningful progress was also
achieved at the investee level in terms of greater transparency; consistency in governance and reporting standards; and adaptation of ADB’s
environmental, social, and health policies.
The success of CEF 2002 and CEF 2004 in forming a private equity fund focused on clean technology led to the formation of follow-on funds, such as
CEF III in 2008, which raised $228.0 million in commitments, and CEF IV, with total commitments of $250.0 million.
Source: Asian Development Bank, Private Sector Operations Department.

regulatory bodies to make concession terms transparent and
enforce agreed tariff structures. For a water supply project in
Indonesia, ADB communicated the benefits of private sector
participation in the water sector through multiple channels.
ADB’s public and private sector operations, together
with the resident mission, continuously engaged with
the concessionaires, the city government, the Ministry of
Public Works, and independent regulatory bodies to realize
water quality improvements. Such investment in continuous
dialogue and capacity building is essential given political
hurdles often encountered in the water sector, especially in
ensuring cost recovery and reducing nonrevenue water.

Agreement on performance indicators for effective
monitoring. Although all ADB projects have clear design
and monitoring frameworks (DMFs), in some cases, lack
of agreement on performance measures and monitoring
responsibilities have led to inadequate reporting by sponsors
or situations in which ADB relied solely on updates at the
borrower’s discretion. This situation was clearly suboptimal
for assessing the development results of projects. Since 2013,
ADB has required all project sponsors to submit a sixmonthly development results monitoring report. In addition,
monitoring indicators are to be agreed with sponsors so
that they take the lead in measuring project performance,
including development results.
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Financial and
Economic Performance of
Private Sector Operations
Table 14 details the financial and economic performance of
18 infrastructure projects that were independently evaluated
during 2010–2013.26 In general, the financial internal rates of

return exceeded the corresponding weighted average cost of
capital, and the economic internal rates of return exceeded
ADB’s opportunity cost of capital of 12%. In 2013, renewable
energy projects were evaluated for the first time. In the water
sector, the results should be treated with caution because
only one project was evaluated.

Table 14 Financial and Economic Performance of Private Sector Operations (%)
FIRR
Sector and Subsector

WACC

EIRR/EROIC

Appraisal

XVR/PPER

Appraisal

XVR/PPER

Appraisal

XVR/PPER

12.0

10.4

7.0

6.4

23.3

22.9

9.8

4.4

4.2

5.6

17.6

11.6

Energy pipelines

17.2

15.0

6.8

5.9

25.3

25.9

Electricity transmission and distribution

12.2

7.8

7.5

7.5

23.8

22.9

Information and communication technology

17.3

35.5

10.9

7.3

47.7

36.0

Transport

16.3

18.3

11.7

10.2

22.8

24.7

9.0

10.4

6.3

9.2

17.8

6.0

Infrastructure
Conventional energy
Renewable energy

Water supply

EIRR = economic internal rate of return, EROIC = economic return on invested capital, FIRR = financial internal rate of return, PPER = project performance evaluation report,
WACC = weighted average cost of capital, XVAR = extended annual review report validation report.
Note: Numbers are not statistically representative of the Private Sector Operations Department portfolio.
Source: Asian Development Bank, Independent Evaluation Department validation reports and project performance evaluation reports.

26

These are projects that were not impaired. Evaluations for impaired projects did not contain calculations for returns and average cost of capital, as returns
would have been negative at the time they were labeled as impaired accounts. During 2010 to 2012, 10 impaired projects were evaluated.
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OPERATIONAL AND
ORGANIZATIONAL MANAGEMENT
Operational Management

A

DB assesses the effectiveness of operational
management for PSO using Level 3 indicators in the
corporate results framework. ADB introduced more PSOspecific indicators at this level in 2013. The areas covered
include project quality at entry, quality at implementation,
and finance mobilization.
1. Q
 uality of Projects at Entry
and during Implementation
Every 2 years, ADB undertakes an independent quality-atentry (QAE) assessment of country partnership strategies
and projects. The last QAE exercise was conducted in 2012
and 84% of the assessed nonsovereign operations were rated
satisfactory. The next QAE assessment will be conducted
in 2014. The percentage of DMFs rated satisfactory also
improved to 82% in 2013 from 77% in 2012. The proportion
of NSO at implementation that are credit rated satisfactory
remains high at 97% (Table 15).
2. Development Effectiveness Monitoring
To track the development effectiveness of ADB assistance,
DMF indicators are included in the annual monitoring report

Table 15 Q
 uality at Entry and during Implementation
2012

2013

2016
Target

Quality at entry of nonsovereign projects
rated satisfactory (%)

84%

…

90%

Project design and monitoring framework
rated satisfactory (%)

77%

82%

90%

97%

97%

95%

Indicators
Quality at Entry
(high quality operations prepared)

Implementation Quality
(operations satisfactorily implemented)
Performance of nonsovereign operations
at implementation, credit rated
satisfactory (%)
… = not applicable.
Source: Asian Development Bank, Strategy and Policy Department.

for PSO. A review of the latest annual monitoring reports
for 39 projects (22 infrastructure projects and 17 finance
sector projects) signed during 2010–2012 revealed the
need for more regular updates. The PSOD development
effectiveness team will conduct training in 2014 to
improve data collection and monitoring of development
effectiveness indicators.
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3. Carbon Valuation
Avoided carbon dioxide emissions are a critical benefit of
clean energy projects and differences in valuation can have
a considerable influence on project viability. Prompted by its
increasing operations in renewable energy, PSOD initiated
interdepartmental discussions on the valuation of carbon
emissions. The Economics and Research Department will
complete work on ADB’s valuation of carbon emissions.
Meanwhile, PSO use international valuations for carbon
avoidance.
4. Integrity Due Diligence
PSOD undertakes integrity due diligence during project
processing and administration to ensure it is aware of any
risks associated with money laundering or the financing
of terrorism. Red flags are further investigated with the
support and assistance of the Office of Anticorruption and
Integrity and the Office of the General Counsel. To facilitate
coordination and knowledge sharing, PSOD has designated a
departmental focal point for integrity due diligence. In 2013,
in cooperation with the Office of Anticorruption and
Integrity, PSOD initiated the establishment of a database of
precedents on the treatment of red flags.
5. Initiatives to Increase Local Currency Financing
ADB has been seeking to meet the local currency
requirements of its clients, especially when lending to SMEs
that do not generate foreign exchange earnings to service
their loans. For instance, recent initiatives aimed to raise
local currency such as the yuan, Indian rupee, togrog, tenge,
and Pakistan rupee. ADB pursued its efforts to (i) issue
local currency bonds; (ii) enable guarantee obligations in
local currency; (iii) explore refinancing mechanisms for
Table 16 L
 ocal Currency Loan Disbursements,
2011–2013 (million)
Country

2011

2012

2013

Total

People’s Republic
of China

CNY

29.64

22.93

111.54

164.12

Indonesia

IDRp

…

12.51

…

12.51

India

INRe

…

…

12.35

12.35

Kazakhstan

KZT

150.09

…

…

150.09

Thailand

THB

…

…

83.09

83.09

179.73

35.44

206.98

422.16

CNY = Chinese yuan, IDRp = Indonesia rupiah, INRe = India rupee, KAZT = Kazakh
tenge, THB = Thai baht.
Source: Asian Development Bank, Strategy and Policy Department.

Organizational Management
PSOD’s organizational effectiveness is measured
using indicators for human resources management
(including gender balance), and business processes and
processing time. In 2013, PSOD continued to enhance its
organizational effectiveness by utilizing its resources more
efficiently, streamlining its operations, and improving its
business processes.
1. Organizational Structure
PSOD was last reorganized in December 2012 and now
comprises five divisions: Infrastructure Finance Division 1,
Infrastructure Finance Division 2, Financial Institutions
Division, Investment Funds and Special Initiatives Division,
and Operations Coordination Division (Figure 11).
The Guarantees and Syndications team was transferred from
the Operations Coordination Division to the Office of the
Director General. In October 2013, a new director general
joined the department.
2. Business Processes and Processing Time
The PSOD business process involves four milestones:
(i) concept clearance for due diligence, (ii) final review
by the Investment Committee, (iii) Board approval,
and (iv) signing of legal documentation (effectiveness).
Processing times have shortened at all stages (Figure 12).
3. Human Resources and Gender Balance

Currency

Total

local currency bonds that are approaching maturity; and
(iv) in certain markets, find suitable investment vehicles
to recycle bond proceeds until the local currency can be
deployed. In 2013, disbursements in local currency increased
to $207 million, or 25% of overall NSO disbursements,
substantially higher than $35 million in 2012 (Table 16).

As of 31 December 2013, PSOD had 81 international
staff positions and 36 national staff distributed across
five divisions. Figure 13 shows the gender breakdown and
distribution of international staff.
PSOD pursued its efforts to strengthen the department’s
gender balance as part of ADB’s overall initiatives to increase
the share of women international staff. At the end of 2013,
31% of PSOD international staff were women compared with
an ADB-wide target of 37%. PSOD is advertising vacancies
in specialized publications to increase the pool of qualified
candidates, including women.
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Figure 11 Organization of the Private Sector Operations Department
Director General
Deputy Director General

Support and
Coordination Team

Under Office of the
Director General

Director
Investment Funds and
Special Initiatives
(PSIS)

Director
Operations
Coordination Division
(PSOC)

Advisor
Guarantees and
Syndications
(GS)

Covering equity
capital for
• private equity funds
• special projects

Supporting transaction
teams on:
• development
effectiveness
• safeguards
(environmental
and social)
• country strategies
• due diligence
• technical assistance

Supports all
commercial cofinancing
activities of ADB that
are in the form of
B loans and guarantees.

Transaction Teams
Director
Infrastructure
Finance Division 1
(PSIF1)

Director
Infrastructure
Finance Division 2
(PSIF2)

Covering
infrastructure
projects in
• Central and
West Asia
• South Asia

Director
Financial Institutions
Division
(PSFI)

Covering
infrastructure
projects in
• East Asia
• Southeast Asia
• The Pacific

Covering the
following financial
intermediaries:
• banking sector
• private financial
institutions
• nonsovereign
public financial
institutions

Source: Asian Development Bank, Private Sector Operations Department.

Figure 12 P
 roject Processing Time, 2011–2013
(months)

Figure 13 P
 rivate Sector Operations Department
International Staff Distribution by Gender,
2013 (number)

8.1

Concept clearance
to approval

10.9
9.5

PSOC

5.7
Approval to signing

10.6
8.6
2.4

Signing to
first disbursement

2.8

2012

PSIF1
PSIF2
PSFI

3.1

2013

OPSD

PSIS
2011

Source: Asian Development Bank, Private Sector Operations Department.

Note: Since May 2012, the signing date is considered the effectivity date.
Source: Asian Development Bank, Private Sector Operations Department.
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ANNEX 1

DEVELOPMENT RESULTS
INDICATORS BY SECTOR
ENERGY
1.
2.
3.
4.
5.

6.
7.
8.
9.
10.
11.
12.
13.
14.

Greenhouse gas emission reduction (tons of carbon dioxide equivalent/year)
New households connected to electricity (number)
New households connected to natural gas pipeline (number)
New industrial customers connected to natural gas pipeline (number)
Installed energy generation capacity (megawatts [MW])
5.a Renewable (MW)
5.b Installed power generation capacity (MW equivalent)
5.c District heating capacity created (MW)
5.d Combined heat and power capacity created (MW)
5.e Refinery capacity installed (MW equivalent)
Transmission lines installed or upgraded (kilometers [km])
6.a Power transmission (km)
6.b Oil/gas pipelines (km)
Distribution lines installed or upgraded (km)
Reduction in transmission losses (%)
Reduction in distribution losses (%)
Energy saved (terawatt-hour equivalent per year)
Power produced (gigawatt-hours [GWh])
Energy delivered to offtaker (GWh)
For energy efficiency projects: energy savings per year (GWh)
For renewable energy projects: reduction in capital costs per installed capacity ($ equivalent)

TRANSPORT
1. Use of roads built or upgraded (average daily vehicle-kilometers in the first full year of operation)
2. Use of railways built or upgraded (average daily ton-kilometers in the first full year of operation)
3. Roads built or upgraded (km)
– Expressway built or upgraded (km)
– National highways, provincials, district, and rural roads built or upgraded (km)
4. Railways constructed or upgraded (km)
5. Urban rail and bus-based mass transit systems built or upgraded (km)
6. Airport passenger capacity (number)
7. Cargo handling capacity developed (tons)
– Containers handled (tons equivalent of twenty-foot cargo containers)
– Bulk cargo transported through road/railway/port/airport over the reporting period (tons)
8. Port containers (number)
9. Ton-kilometer (number)
10. Aircraft movements (number)
11. Vehicle movement (number)
12. Passenger-kilometer on mass transit (average daily number in the first full year of operations)
13. Passengers using transport service over the reporting period (number)
14. Airport passenger traffic per year (number)
WATER
1.
2.
3.
4.
5.
6.

Households with new or improved water supply (number)
Volume of potable water produced (cubic meters)
Water supply pipes installed or upgraded (length of network in kilometers)
Land improved through irrigation, drainage, and/or flood management (hectares)
Households with reduced flood risk (number)
Reduction in water losses (%)

INFORMATION AND COMMUNICATION TECHNOLOGIES
1.
2.
3.
4.
5.
6.
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Mobile subscriptions (number)
Fixed data subscription(ASDL, Broadband, Fiber, etc.) (number)
Fixed voice/telephone subscriptions (number)
Reduction in per minute cost of voice services (%)
Reduction in call drop rates (%)
Customers using ancillary mobile services (% of total customers)

BANK AND NONBANK FINANCIAL INSTITUTIONS
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.

Trade finance supported ($ million per year)
New microfinance loan accounts opened or end borrowers reached (number) male/female/rural (number and amount)
New small and medium-sized enterprise loan accounts opened or end borrowers reached (number and amount)
New housing loan accounts opened or end borrowers reached (number and amount)
Outstanding microfinance loans (number and amount)
Outstanding small and medium-sized enterprise loans (number and amount)
Outstanding housing loans (number and amount)
Nonperforming loans (90 days past due) (%)
Capital adequacy ratio (%)
Average loan tenor at origination (number of months)
Increased growth of small and medium-sized enterprise/microfinance/housing loan portfolio (percent increase in average growth)
Improved corporate risk assessment capabilities
Improved governance and transparency
New small and medium-sized enterprise/microfinance/housing financial services launched (number)

PRIVATE EQUITY FUNDS
1. Number of investments
2. Volume of invested capital (cost at investment basis)
– ADB investment
– Other investment
3. Investee direct employment—operation and maintenance
4. Investee direct employment—construction phase
5. Fund investees with positive growth/ good financial performance (%)
6. Fund investees with improved corporate governance and transparency (%)
EDUCATION
1.
2.
3.
4.

Students benefiting from new or improved educational facilities (number) Male/Female
Students educated and trained under improved quality assurance systems (number) Male/Female
Teachers trained with quality or competency standards (number) Male/Female
Students enrolled (number)

REGIONAL COOPERATION AND INTEGRATION
1. Cross-border transmission of electricity (GWh per year)
2. Cross-border cargo volume facilitated (tons per year)
AGRIBUSINESS
1.
2.
3.
4.
5.
6.
7.

Farmers reached (number of farmers linked to client company as suppliers, buyers, contractors or farming employees)
Volume of agricultural products (tons)
Total sales (gross volume of sales)
Export sales (gross volume of sales)
Spoilage rate (%)
Water savings (%)
Energy savings (%)

INDUSTRIES AND SERVICES
1. Domestic purchases ($ equivalent)
2. Total sales (gross volume of sales)
3. Export sales (gross volume of sales)
WASTE AND SANITATION
1.
2.
3.
4.

Waste disposed (tons)
Households with new or improved sanitation (number)
Wastewater treatment capacity added or improved (cubic meters per day)
Wastewater treated (cubic meters)

CROSS SECTOR/GENERIC INDICATOR
1. Goods and services purchased locally ($ million)
2. Contribution to government revenues ($ million)
3. Number of direct employment generated by the project
– Operation and maintenance
– Construction phase
Note: Indicators in green are from the Asian Development Bank’s corporate results framework, 2013–2016.
Indicators in red are harmonized indicators to be used by international financial institutions under a memorandum of understanding on harmonized indicators signed in October
2013 in Tokyo, Japan.
Source: Asian Development Bank, Private Sector Operations Department.
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ANNEX 2

ADB’S CORPORATE RESULTS
FRAMEWORK, 2013–2016
Level 2: ADB Contribution to Development Results
Quality at Completion (country strategies and assistance programs successfully completed)
1. Completed country strategies and assistance programs rated successful
Completed sovereign operations rated successful
2. Projects
3. Policy-based operations
4. Rated likely sustainable
5. Completed nonsovereign operations rated successful
6. Completed technical assistance projects rated successful
7. Completed sovereign operations delivering intended gender equality results
Core Operational Results (results in Strategy 2020 core operational areas achieved)
Infrastructure
Energy
8. Greenhouse gas emission reduction (tCO2-equiv/year)
9. New households connected to electricity (number)
10. Installed energy generation capacity (megawatts): Renewable
11. Transmission lines installed or upgraded (kilometers)
12. Distribution lines installed or upgraded (kilometers)
Transport
13. Use of roads built or upgraded (average daily vehicle-kilometers in the first full year of operation)
14. Use of railways built or upgraded (average daily ton-kilometers in the first full year of operation)
15. Roads built or upgraded (kilometers)
16. Railways constructed or upgraded (kilometers)
17. Urban rail- and bus-based mass transit systems built or upgraded (kilometers)
Water
18. Households with new or improved water supply (number)
19. Households with new or improved sanitation (number)
20. Wastewater treatment capacity added or improved (cubic meters per day).
21. Water supply pipes installed or upgraded (length of network in kilometers)
22. Land improved through irrigation, drainage, and/or flood management (hectares)
Finance
23. Trade finance supported ($ million per year)
24. Microfinance loan accounts opened or end borrowers reached (number): Female, Male
25. Small and medium-sized enterprise loan accounts opened or end borrowers reached (number)
Education
26. Students benefiting from new or improved educational facilities (number): Female, Male
27. Students educated and trained under improved quality assurance systems (number): Female, Male
28. Teachers trained with quality or competency standards (number): Female, Male
Environment
Indicators: 8, 10, 14, 16, 17, 19, and 20
Regional cooperation and integration
29. Cross-border transmission of electricity (gigawatt-hours per year)
30. Cross-border cargo volume facilitated (tons per year)
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Level 3: ADB Operational Management
Implementation Quality (operations satisfactorily implemented)
1. Performance of sovereign operations at implementation rated satisfactory (%)
2. Performance of nonsovereign operations at implementation, credit rated satisfactory (%)
3. Time from approval to first contract in sovereign projects (months)
Quality at Entry (high-quality country partnership strategies and operations prepared)
4. Quality at entry of country partnership strategies rated satisfactory (%)
5. Quality at entry of sovereign projects rated satisfactory (%)
6. Quality at entry of nonsovereign projects rated satisfactory (%)
7. Quality at entry of country partnership strategies in supporting inclusive economic growth rated satisfactory (%)
8. Project design and monitoring frameworks rated satisfactory (%)
Development Finance (development finance mobilized and transferred)
9. Disbursement ratio for sovereign projects (age standardized, %)
10. Disbursement ratio for nonsovereign projects finance loans (age standardized, %)
11. Direct value-added cofinancing (% of ADB financing approved)
12. Project development transactions for public–private partnerships (total number from 2013)
13. Cumulative public–private partnership leveraging achieved using ADB financing ratio (ratio of leveraging amount to ADB financing approved)
Strategy 2020 Development Agendas and Core Operations (ADB operations focused on strategic agendas and core operational areas)
Operations contributing to inclusive growth focusing on:
14. growth and creation of jobs and opportunities (%)
15. inclusive access to jobs and opportunities (%)
16. social protection (%)
17. Operations supporting environmental sustainability (%)
18. Operations supporting climate change mitigation and/or adaptation (%)
19. Operations supporting regional cooperation and integration (%)
20. Financing for Strategy 2020 core operational areas (%)
Strategy 2020 Drivers of Change (ADB operations promote drivers of change)
21. Operations supporting private sector development and private sector operations (%)
22. Operations supporting governance and/or capacity development (%)
23. Perceived ADB performance in promoting knowledge sharing and best practices (%)
24. Web-distributed knowledge solutions (number of downloads)
25. Civil society organization participation in sovereign operations (% of approved operations)
Indicators to be added in support of the Global Framework of Indicators and Targets for Monitoring Busan Commitments
Level 4: ADB Organizational Management
Human Resources (sufficient staff resources maintained, and staff motivation and diversity increased)
1. Budgeted international and national staff in operations departments (%)
2. Representation of women in the international staff category (%)
3. Staff engagement (index)
Budget Resources (budget efficiency and adequacy improved)
4. Internal administrative expenses per $1 million disbursement ($’000)
5.	Share of operational expenses for portfolio management (% of total operational expenses attributable to portfolio management and processing
of operations)
Process Efficiency and Client Orientation (business process efficiency and client orientation improved)
6. Sovereign operations administered with substantial resident mission involvement (%)
7. Sovereign operations processing time (from start of loan fact-finding to Board approval, months)
8. Nonsovereign operations processing time (from start of due diligence to Board approval, months)
9. Processing time for procurement contracts for sovereign operations (more than $10 million, days)
ADB = Asian Development Bank, tCO2-equiv/year = tons of carbon dioxide equivalent per year.
= Indicators for environment.
Source: Asian Development Bank, Strategy and Policy Department.
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Private Sector Operations

The private sector contributes to economic development by generating jobs and incomes, as well as
through investments, new technologies, knowledge transfer, and enhanced productivity. This is particularly
true in Asia and the Pacific, where much of the recent success in reducing poverty has been due to robust
economic growth stimulated by the private sector. The development challenges and investment needs of the
region remain large and diverse. The Asian Development Bank (ADB) helps address these challenges and
investment needs by assisting the private sector through the Private Sector Operations Department.
This fifth annual report on the development effectiveness of ADB’s private sector operations reviews how
the Private Sector Operations Department has contributed to promoting ADB’s development effectiveness
agenda. The report features the direct and indirect impact of private sector assistance. It considers the value
added by this assistance, highlighting performance trends and identifying actions required to improve results.

About the Asian Development Bank
ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing member
countries reduce poverty and improve the quality of life of their people. Despite the region’s many successes,
it remains home to approximately two-thirds of the world’s poor: 1.6 billion people who live on less than $2
a day, with 733 million struggling on less than $1.25 a day. ADB is committed to reducing poverty through
inclusive economic growth, environmentally sustainable growth, and regional integration.
Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main instruments for
helping its developing member countries are policy dialogue, loans, equity investments, guarantees, grants,
and technical assistance.
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