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ACRONYMS

ADB Asian Development Bank
ADF Asian Development Fund
ADTA Advisory Technical Assistance
AFS audited financial statements
APA audited project accounts
A U Australian Bank State Branch Code
BIC Bank Identification Code
BL German Bankleitzahl
CL commitment letter
C&F cost and freight
CIF cost, insurance, freight
CFS complementary financing scheme
CH CHIPS Universal Identifier
CTL Controller’s Department
CTLA Loan Administration Division
CTLA-FIS Loan Administration Division-Financial Information System Section
CTLA-LA Loan Accounting Section
DFI development finance institution
DMC developing member country
EA executing agency
EAL Emergency Assistance Loan
ERPS Exchange Risk Pooling System
Euribor Euro Interbank Offered Rate for euro
FAW Force Account Works
FMCL Fixed Rate Multicurrency Loan
FW Fedwire Routing Number
GNP gross national product
I/A imprest account
IA implementing agency
IBAN International Bank Account Number
IPD interest payment date
JSF Japan Special Fund
LBL LIBOR-based loan
LC letter of credit
LCL Local Currency Loan
LFIS Loan Financial Information System
LIBOR London Interbank Offered Rate
MBL market-based loan
MFF multitranche financing facility
OCR ordinary capital resources
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PCG partial credit guarantee
PCR project completion report
PCSS Procurement Contract Summary Sheet
PCUS Procurement Contract Update Sheet
PITA Project Implementation Technical Assistance
PMCL Pool-based Multicurrency Loan
PO purchase order
PPER Project Performance Evaluation Report
PPIAF Public/Private Infrastructure Advisory Facility
PPPA Project Progress by Project Activities
PPTA Project Preparatory Technical Assistance
PRG political risk guarantee
PSCL Pool-based Single Currency Loan
PSOD Private Sector Operations Department
RC revolving credit
RETA Regional Technical Assistance
RM resident mission
RRP Report and Recommendation of the President
SAW Subloan Approval and Withdrawal
SC UK Domestic Sort Code
SDR special drawing rights
SFR special funds resources
SGIA Second Generation Imprest Account
SOE Statement of Expenditures
TA Technical Assistance
TASF Technical Assistance Special Fund
TD Treasury Department
TDTS Treasury Services Division
TFFP Trade Finance Facilitation Program
W A withdrawal application
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1 “Borrower(s)” in this Handbook refers to borrowers, recipients (of grants) and/or their
executing agencies (EAs).

2 The terms loan(s) as used in this Handbook also refers to grant(s) unless the context requires
otherwise.

1THE HANDBOOK

Purpose
1.1 This  Loan  Disbursement  Handbook  (Handbook)  on the Asian Development

Bank (ADB)’s  disbursement policies and procedures primarily guide
borrowers1 and their executing agencies (EAs) in withdrawing loan2 proceeds
from the loan account.

1.2 The following documents complement the Handbook:

• Ordinary Operations Loan Regulations
• Special Operations Loan Regulations
• Special Operations Grant Regulations
• Asian Tsunami Fund Grant Regulations
• Pakistan Earthquake Fund Grant Regulations
• ADB’s LIBOR-based Loan Products Market Oriented Financial Intermediation
• Conversion Guidelines for LIBOR-based Loan Products
• Procurement Guidelines
• Handbook on Policies, Practices, and Procedures Relating to Procurement Under

Asian Development Bank Loans
• Guidelines on the Use of Consultants by Asian Development Bank and its

Borrowers
• Guidelines for the Financial Governance and Management of Investment

Projects financed by the ADB

1.3 This Handbook supersedes all previous handbooks and guidelines on loan
disbursement.

Scope
1.4 The principles and procedures described in  this Handbook applies equally to

both loan and grant funded investment projects or programs, in whole or in
part from ADB’s ordinary capital resources (OCR) or special funds
resources (SFR), including ADB’s cofinanced projects.  The Handbook
does not apply for disbursements under technical assistance.
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For Inquiries
1.5 For further information, visit our website: www.adb.org  or inquire from the

following address or contact ADB’s resident or regional mission/
representative offices.

Controller
Asian Development Bank
6 ADB Avenue, Mandaluyong City
1550 Metro Manila

P.O. Box 789
1550 Manila, Philippines
Tel: (632) 632-4444
Telex: 42205 ADB PM (ITT)
Philippines Fax: (632) 636-2586/636-2595
E-mail: lfis@adb.org
SWIFT address: ASDBPHMM

ADB Institute (ADBI)
8th Floor, Kasumigaseki Bldg.
2-5 Kasumigaseki 3-Chome, Chiyoda-ku
Tokyo 100, Japan
Telephone: (81-3) 3593-5500
Facsimile:   (81-3) 3593-5571
Website: www.adbi.org

Afghanistan Resident Mission (AFRM)
126 Street 2, Haji Yaqoub Square
Shar-e-Now, P.O. Box 3070, Kabul
Afghanistan
Telephone : (93-20) 210-3602
Facsimile :   (93-85) 535-204
E-mail: afrm@adb.org;
Website: www.adb.org/AFRM/

Azerbaijan Resident Mission (AZRM)
96 Nizami St., 4th Flr. The Landmark
Building, Baku AZ1010, Azerbaijan
Telephone : (994-12) 496-5800
Facsimile :   (994-12) 465-9990
E-mail: adbazrm@adb.org
Website: www.adb.org/AZRM/

Bangladesh Resident Mission (BRM).
Plot # E-31, Sher-e-Bangla Nagar
Dhaka-1207, Bangladesh
Telephone: (880-2) 815-6000-16
Facsimile:  (880-2) 815-6018-19
E-mail: adbbrm@adb.org
Website: www.adb.org/BRM/

Cambodia Resident Mission
(CARM). 29, Suramit Street (268/19)
Sangkat Chaktomok, Khan Daun
Penh, Phnom Penh, Cambodia P.O.
Box 2436
Telephone: (855-23) 215-805/215-806/

       216-417
Facsimile:   (855-23) 215-807
E-mail: adbcarm@adb.org
Website: www.adb.org/CARM/

European Representative Office (ERO).
Rahmhofstrasse 2-4, 60313 Frankfurt am
Main, Germany
Telephone: (49-69) 2193-6400
Facsimile:   (49-69) 2193-6444
E-mail: adbero@adb.org
Website: www.adb.org/ERO/

Extended Mission to Sumatra (SMS).
Tiara Convention Center, Ground Flr., Jl.
Cut Mutiah, Medan 20152, Sumatera
Utara, Indonesia
Telephone: (62-61) 456-3058
Facsimile:   (62-61) 456-2939

Extended Mission in the Maldives
(EMM).
2 Floor Hithiogasdoshuge Aagee,
Hakuraa Golhi, Heinveiru Male 20094
Telephone: (960) 3341-909/3341 910
Facsimile:   (960) 3341 911
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E-mail: wmenninger@adb.org
India Resident Mission (INRM).
Plot 4, San Martin Marg,
Chanakyapuri, P.O. Box 5331, New
Delhi 110021, India Telephone: (91-
11) 2410-7200
Facsimile :  (91-11) 2687-0955, 2419-4273
E-mail: adbinrm@adb.org
Website: www.adb.org/INRM/

Indonesia Resident Mission (IRM).
Gedung BRI II, 7th Floor, Jl. Jend
Sudirman Kav. 44-46, Jakarta 10210,
Indonesia, P.O. Box 99 JKPSA, Jakarta
10350A, Indonesia
Telephone: (62-21) 5798-0600
Facsimile:   (62-21) 5798-0700
E-mail: adbirm@adb.org
Website: www.adb.org/IRM/

Japanese Representative Office (JRO).
Yamato Seimei Building, 1-7
Uchisaiwaicho 1-Chome, Chiyoda-ku,
Tokyo 100-0011, Japan
Telephone: (81-3) 3504-3160
Facsimile:   (81-3) 3504-3165
E-mail: adbjro@adb.org
Website: www.adb.org/JRO/

Kazakhstan Resident Mission (KARM).
12 Samal Microdistrict 10 Flr., Astana
Tower Business Center Astana, 473000,
Kazakhstan
Telephone: (7-3172) 325-053/054
Facsimile:   (7-3172) 328-343
E-mail: adbkarm@adb.org
Website: www.adb.org/KARM/

KARM Office in Almaty.
20A Kazibek Bi Street, Arai Bldg.,
4th Flr., Almaty 050000 Almaty,
Kazakhstan
Telephone: (7-3272) 582-223
Facsimile:   (7-3272) 918-670

Kyrgyz Resident Mission (KYRM).
52-54 Orozbekov St., Bishkek,
Kyrgyz Republic
Telephone: (996-312) 627-343;

      (996-612)  900-445
Facsimile :  (996-312) 627-344
E-mail: adbkyrm@adb.org
Website: www.adb.org/KYRM/

Lao PDR Resident Mission (LRM).
Corner of Lane Xang Ave. and
Samsenthai Road, Vientiane,
Lao People’s Democratic Republic
P.O. Box 9724
Telephone : (856-21) 250-444
Facsimile :   (856-21) 250-333
E-mail: adblrm@adb.org
Website: www.adb.org/LRM/

Mongolia Resident Mission (MNRM).
MCS Plaza, 2nd Floor, 4 Natsagdorj St.,
Ulaanbaatar 46, Mongolia
Telephone (976-11) 313-440/323-507/

                 329-836
Facsimile (976-11) 311-795
E-mail: adbmnrm@adb.org
Website: www.adb.org/MNRM/

Nepal Resident Mission (NRM).
Srikunj Kamaladi Ward No. 31,
P.O. Box 5017 K.D.P.O., Block 2/597,
Kathmandy Metropolis, Nepal
Telephone : (977-1) 422-7779
Facsimile :   (977-1) 422-5063
E-mail: adbnrm@adb.org
Website: www.adb.org/NRM/

North American Representative Office
(NARO).
815 Connecticut Avenue, NW, Suite 325,
Washington, DC 20006, USA
Telephone : (1-202) 728-1500
Facsimile :   (1-202) 728-1505
E-mail: adbnaro@adb.org
Website: www.adb.org/NARO/



Loan Disbursement Handbook

4 1.0 THE HANDBOOK1 THE HANDBOOK

Pacific Liaison and Coordination
Office (PLCO).
1 Margaret Street, Suite 1802 Level
18, Sydney, New South Wales 2000,
Australia
Telephone : (612) 8270-9444
Facsimile :   (612) 8270-9445
E-mail: adbplco@adb.org
Website: www.adb.org/PLCO/

Pakistan Resident Mission (PRM).
Overseas Pakistanis Foundation
Building (OPF), Sharah-e-Jamhuriyat,
G-5/2, Islamabad, GPO Box 1863,
Islamabad, Pakistan
Telephone : (92-51) 282-5011 to 16/

        208-7300
Facsimile : (92-51) 282-3324/227-4718
E-mail: adbprm@adb.org
Website: www.adb.org/PRM/

Papua New Guinea Resident Mission
(PNRM).
Level 13, Deloitte Tower, P.O. Box 1992,
Port Moresby, National Capital District,
Papua New Guinea
Telephone : (675) 321- 0400/3231-0408
Facsimile :   (675) 321-0407
E-mail: adbpnrm@adb.org
Website: www.adb.org/PNRM/

People’s Republic of China Resident
Mission (PRCM).
7th Floor, Block D, Beijing Merchants
International Financial Ctr. 156
Fuxingmennei Dajie (Avenue),
Xicheng District, Beijing 100031,
People’s Republic of China
Telephone : (86-10) 6642-6601
Facsimile :   (86-10) 6642-6606
E-mail: adbprcm@adb.org
Website: www.adb.org/PRCM/

Philippines Country Office (PhCO).
6 ADB Avenue, Mandaluyong City;
0401 Metro Manila, Philippines
Telephone : (63-2) 683-1000
Facsimile :   (63-2) 683-1030
E-mail: phco@adb.org
Website: www.adb.org/PHCO/

South Pacific Subregional Office
(SPSO).
5th Floor, Ra Marama Building,
91 Gordon Street, Suva , Fiji Islands
Telephone : (679) 331 8101
Fax :        (679) 331 8074
E-mail: adbspso@adb.org
Website: www.adb.org/SPSO/

Special Office in Timor-Leste (SOTL).
ADB World Bank Building Avenida Dos
Direitos Humanos, Dili, Timor-Leste;
Telephone : (670-3) 324-801
Facsimile :   (670-3) 324-132

Sri Lanka Resident Mission (SLRM).
49/14-15 Galle Road, Colombo 3,
Sri Lanka
Telephone : (94-11) 2387-055/5331-111
Facsimile :   (94-11) 2386-527
E-mail: adbslrm@adb.org
Website: www.adb.org/SLRM/

Tajikistan Resident Mission (TJRM).
107-5, Nozim Hikmat Street, Dushanbe,
734001, Tajikistan 734001
Telephone (992-372) 235-314/235-315/

        210-558
Facsimile (992-372) 244-900
Website: www.adb.org/TJRM/

Thailand, Extended Mission (TRM).
23rd Floor, The Offices at Central World,
999/f9 Rama 1 Road, Wangmai,
Pathhumwan, Bangkok, 10330, Thailand
Telephone : (662) 263-5300
Facsimile :   (662) 263-5301
E-mail: jpverbiest@adb.org
Website: http//www.adb.org/TRM/
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Uzbekistan Resident Mission
(URM).
1, A. Khodjaeva Street, Tashkent 700027,
Republic of Uzbekistan
Telephone : (998-71) 120-7921/22/24/25
Facsimile :   (998-71) 120-7923
E-mail: adburm@adb.org
Website: www.adb.org/URM/

Viet Nam Resident Mission (VRM).
Units 701-706, Sun Red River
Building, 23 Phan Chu Trinh Street,
Hoan Kiem District, Hanoi, Viet Nam
Telephone : (84-4) 933-1374
Facsimile  :  (84-4) 933-1373
E-mail: adbvrm@adb.org
Website: www.adb.org/VRM/
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2THE ASIAN DEVELOPMENT BANK

Introduction
2.1 The Asian Development Bank (ADB) is a multilateral development

finance institution founded in 1966 to promote social and economic
progress in its developing member countries (DMCs) in the Asian and
Pacific region. As of the second quarter of 2006, ADB has 66 member
countries (see Appendix 1).

2.2 ADB’s principal functions are

• lending funds;

• providing grants;

• providing technical assistance and advisory services;

• promoting investments for development purposes; and

• assisting in coordinating DMCs’ development policies and plans.

2.3 Loan disbursement is handled by the Loan Administration Division
(CTLA) of the Controller’s Department (CTL).

For loan service payments and billing matters, inquiries are addressed to
Loan Accounting Section (CTLA-LA).

ADB Operations
2.4 ADB’s operations consist of ordinary and special operations:

• Ordinary operations are financed from ADB’s ordinary capital resources
(OCR) which comprise paid-in capital from its members, accumulated
reserves, and borrowings from the open market.

• Special operations financed from special funds resources (SFR) include the

• Asian Development Fund (ADF) to lend to poorer DMCs on
concessional terms or to provide grants to poorer DMCs for projects
and programs of high development priority;

• Technical Assistance Special Fund (TASF) to finance technical assistance;
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Beneficiary Relending Terms

Government agency Similar to terms of ADB loans

Commercially operated Stricter terms
public corporation

Private enterprise Based on the cost of external
capital and the prevailing
borrowing terms in the local
market, as reflected in the DMC’s
interest rate structure

• Asian Tsunami Fund (ATF) to provide grants to DMCs affected by
the 26 December 2004 tsunami for investment projects to support
reconstruction, rehabilitation, and associated development activities;

• Pakistan Earthquake Fund (PEF) to provide grants to Pakistan for
investment projects to support immediate reconstruction, urgent
rehabilitation, and associated development activities;

• Japan Special Fund (JSF) to finance technical assistance, including
Asian Currency Crises Support Facility and ADB Institute Special
Fund; and

• Trust Funds managed and administered by ADB.

The details on OCR and ADF products and procedures are provided in
Appendixes 2 and 3, respectively.  Also see www.adb.org/Finance/default.asp
for recent updates in ADB’s products.

Lending Criteria
2.5 Lending criteria depend on the type of resource that is likely to be used.  A

DMC’s eligibility for concessional funds (e.g., ADF resources) is
determined primarily by the economic circumstances prevailing in the
country, as indicated by per capita gross national product (GNP) and
debt repayment capacity. Special consideration is given to certain Pacific
Island DMCs in determining eligibility for ADF resources.

Relending Policy
2.6 Relending is necessary when the borrower is not the direct beneficiary of the

ADB loan.  Relending terms depend on the nature of the beneficiary, as
follows:
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The Project Cycle
2.7 Project Identification -  A project is normally identified during periodic

consultations with DMCs. Before project identification, a study is made of the
country’s economic situation and its plans and priorities during ADB’s
country programming mission.

2.8 Project Preparation - A fact-finding mission obtains detailed information on
all aspects of the proposed project to justify proceeding to the next stage.

2.9 Project Appraisal - All aspects of the project proposal and the sector or
subsector to which it relates are reviewed and analyzed.

2.10 Loan Negotiation and Approval - After ADB has determined that the project
is suitable for ADB’s financing, formal loan negotiations take place.  When
negotiation is successfully completed, the proposal is submitted to ADB’s
Board of Directors. Upon approval of the proposal, a loan agreement is
signed by ADB’s President and the borrower’s authorized representative.

2.11 Project Implementation -   Normally, 90 days is allowed for the loan to
become effective.  However, the project preparatory works (which include
selecting and recruiting consultants, preparing detailed designs,
preparing tender documents, inviting bids, evaluating bids, awarding the
contract, and procuring equipment) may take some time to accomplish.
In certain cases, ADB may approve the borrower’s request to undertake
advance procurement action during the appraisal stage of the project to
expedite project implementation.  Unless retroactive financing has been
approved, ADB will not finance any expenditure incurred prior to the
loan effective date even if advance procurement has already been
approved. ADB may finance any expenditure incurred prior to loan
effective date but not earlier than 12 months before the signing of the
loan agreement. Period longer than 12 months may be allowed if
justified (see paragraph 3.6 for more details).

2.12 Post evaluation -  A post evaluation mission is fielded for selected projects at
an appropriate interval after the project completion report (PCR) is prepared.
The mission reviews the preparation, design, appraisal, and implementation
aspects of the project; the cost and benefits; and the outcome of the project in
relation to its initial objectives. The mission also identifies lessons learned
from the project. The mission’s findings, together with the PCR, form the
basis of the project performance evaluation report (PPER).

Types of Loans
2.13 Project Loan -  A project loan finances specific projects and has been the

most important vehicle for transferring ADB’s resources to its DMCs.

2.14 Sector Loan - A sector loan finances a large number of subprojects in a
single sector or subsector in a DMC.
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2.15 Program Loan - A program loan in the public sector supports sector
development programs over the medium term (3–5  years), contributing to
faster economic development of the DMC.

2.16 DFI Loan - In a DFI loan, the ADB lends directly or through the borrower to
an autonomous financial intermediary who then onlends the loan
proceeds to the final beneficiaries as subloans.

Cofinancing
2.17 Cofinancing refers to any arrangement where ADB’s funds and funds

provided by other sources outside the borrowing country finance a particular
project or program. This generally applies when ADB provides its own
resources for project financing while also arranging for the participation of
other financing institutions (see chapter 12 for more details).

Private Sector Operations
2.18 ADB’s private sector operations provide direct assistance to private

enterprises and financial institutions by way of direct financing and/or risk
mitigation, in most cases without government guarantee (see chapter 13 for
more details).
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3DISBURSEMENT POLICIES

Basic Principles
3.1 The Agreement Establishing the ADB (the Charter) states three main

principles of disbursement for development projects:

• The proceeds of any loan, investment, or other financing provided by the
Bank shall be used only for procurement in member countries of goods
and services  produced in member countries unless specifically permitted
by its Board of Directors (Article 14[ix]).

• The borrower shall be permitted by the Bank to draw its funds only to
meet expenditures in connection with the project as they are actually
incurred (Article 14[x]).

• Proceeds of any loan made, guaranteed, or participated by the Bank are
used only for the purposes for which the loan was granted and with due
attention to consideration of economy and efficiency (Article 14[xi]).

3.2 The borrower can withdraw loan funds only after the loan agreement
becomes effective.

Loan or Grant Regulations
3.3 General standard terms and conditions governing loans or grants made by

ADB are in the Ordinary Operations Loan Regulations, the Special
Operations Loan Regulations, the Special Operations Grant Regulations, the
Asian Tsunami Fund Grant Regulations, or the Pakistan Earthquake Fund
Grant Regulation. These documents are expressly incorporated in the
associated loan agreement, guarantee agreement or grant agreement. If
any provision of a loan  agreement, guarantee agreement, or grant
agreement is inconsistent with a provision of these regulations, the
provision of the loan agreement, guarantee agreement, or grant
agreement governs.

Loan Documents
3.4 The loan agreement for a project sets out the loan’s terms and

conditions. In addition, other agreements may also form part of the legal
documentation, as follows:
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• A guarantee agreement is an agreement between ADB and a
borrowing member country as guarantor of the loan when ADB
lends directly to a nonmember entity.

• A project agreement is an agreement between ADB and the project
executing agency (EA) of the borrower specifying requirements related to
physical implementation of the project, procurement provisions, and
financial aspects, including the maintenance of project accounts and the
use of imprest fund and statement of expenditures (SOE) procedures.

• A subsidiary loan agreement is a relending or onlending agreement
between borrowing member country and its sub-borrower.

• Other financing agreement that may be required to form part of the legal
documentation prior to disbursement under private sector operations
such as common terms agreement, participation agreement, and inter-
creditor agreement.

Loan Milestone Event Dates
3.5 Major loan milestone event dates include the following:

• The approval date is the date the loan is approved by ADB’s Board
of Directors.  This date is also used for determining the loan
amortization schedule as shown in Schedule 2 of the loan agreement.
For a loan under Multitranche Financing Facility (MFF), the approval
date is the date the subproject/loan is approved by Management.

• The signing date is the date the loan agreement is signed by the
borrower and ADB. For OCR loans, commitment charges will start to
accrue on the 60th day after the loan signing date.

• The effective date is the date, as determined by ADB, when all
conditions of effectiveness of the loan agreement have been fulfilled by
the borrower and  disbursements may be made from the loan
account.

• The project completion date is the date on which the project is
considered physically completed. This date precedes the loan closing date.

• The loan closing date is the date ADB may terminate the right of the
borrower to make withdrawals from the loan account. Expenditures
incurred after the loan closing date will not be financed under the loan.
In special circumstances, ADB  may allow up to 3 months after the loan
closing date for the borrower’s  withdrawal applications to reach ADB or
for the borrower to liquidate fully expenditures incurred before the loan
closing date or refund any outstanding imprest account balances.
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Retroactive Financing
3.6 Retroactive financing is the financing of project expenditures incurred

by the borrower before a loan agreement becomes effective.

3.7 ADB may approve retroactive financing, at the borrower’s request, to finance
some expenditures incurred prior to loan effective date but not earlier than 12
months before signing the loan agreement.  Period longer than 12 months
may be allowed if justified in the Report and Recommendation of the
President (RRP).  The loan agreement contains a specific authorization
indicating the amount and category of expenditures and the date from which
the expenditures are considered eligible.

3.8 Retroactive financing applies to all eligible expenditures as agreed between
ADB and the borrower.

Reallocating Loan Proceeds
3.9 The proceeds of an ADB loan are used only for the purposes for which the

loan was granted. No disbursements therefore are made directly from the
“unallocated” category of the loan agreement. ADB may agree to a
borrower’s request to reallocate funds from the “unallocated” or other
categories to another allowable category for purposes of the project.
Normally the loan proceeds are reallocated after project progress has been
reviewed with the borrower during a review mission.

Loan Cancellation
3.10 Provisions for loan cancellation, suspension, and acceleration of maturity

are contained in the Loan Regulations1 which provides that after
consultation with ADB and with the concurrence of the guarantor, if
any, the borrower may, by notice to ADB, cancel any amount of the loan
which has not been withdrawn. The effective cancellation date is when
ADB receives the borrower’s notice of such cancellation.

3.11 Under the Loan Regulations, ADB may also, by notice to the borrower and the
guarantor, if any, cancel2 any unwithdrawn amount of the loan when:

• the borrower’s right to make withdrawals from the loan account has been
suspended for a  continuous 30 days;

• ADB determines, at any time and after consultation with the borrower,
that any amount  of the loan will not be required for purposes of the
project;

1 Loan Regulations refer to Ordinary Operations Loan Regulations and Special Operations Loan
Regulations, unless specified.

2 The effective date of cancellation is the date of such notice by ADB to the borrower or the date
specified in the notice to the borrower.
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• ADB determines, with respect to any contract to be financed out of
the proceeds of the loan, that corrupt or fraudulent practices were
engaged in by representatives of the borrower, the guarantor, or any
beneficiary of the loan during the procurement of goods or services,
consultants’ selection or the execution of the contract, without the
borrower or guarantor having taken appropriate action to remedy the
situation;

• ADB determines that the procurement of any goods and services to be
financed out of the proceeds of the loan is inconsistent with the procedure
set out in the loan agreement; or

• an amount of the loan remains unwithdrawn from the loan account by
loan closing date.

Upon giving such notice, ADB cancels any unwithdrawn amount of the loan.

Suspending Withdrawals
3.12 ADB may suspend in whole or in part the borrower’s right to withdraw from

the loan account, as provided in the Loan Regulations if, after the date of
the loan agreement, there is

• nonpayment of principal, interest, or any other charge;

• nonperformance of any obligation under the loan, guarantee, or project
agreements;

• nonfulfillment by the borrower, the guarantor, or the EA of certain
conditions necessary for carrying out its project successfully;

• suspension or cessation of membership of the borrower;

• misrepresentations made by the borrower or the guarantor;

• dissolution of the borrower or EA; or

• any other event as specified in the loan agreement.

Accelerating Maturity
3.13 If certain events as indicated in the loan agreement or in the Loan

Regulations occur and continue for the period, ADB may declare as due
and payable immediately the principal of the loan then outstanding,
together with all accrued interest and other charges.
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4 DISBURSEMENT GUIDELINES AND
PRACTICES

General Guideline
4.1 The borrower is responsible for implementing the project according to the loan

agreement and other agreements. On its part, ADB monitors the project and
reviews its progress to ensure that the loan proceeds are spent as agreed upon.

Loan Account
4.2 When a loan becomes effective, the loan amount is not paid to the borrower.

Instead, a loan account is opened in ADB’s books in the name of the
borrower and the loan amount is credited to that account. Withdrawal from
the account is approved only after fulfillment of the requirements mentioned
in paragraphs 4.6 and 4.7.

Discussion of Disbursement Procedures
4.3 During project appraisal and loan negotiations, ADB’s different disbursement

procedures are discussed in detail by the borrower and ADB. These
discussions are important because they allow the borrower and ADB to
identify the disbursement procedures most suitable for the project.

Disbursement Letter
4.4 After the loan agreement is signed, Loan Administration Division

(CTLA) sends a disbursement letter (see Appendix 4) to the borrower
outlining the disbursement procedures and other related arrangements
for financial administration of the project. A copy of ADB’s Disbursement
Handbook is enclosed with the letter.

Actions to Be Taken by the Borrower
4.5 As soon as the loan has become effective, and to expedite the disbursement,

the borrower

• recruits qualified accountants and establishes sound internal control and
accounting systems in executing and implementing agencies;

• reviews Schedule 3 of the loan agreement. The Schedule provides details
of ADB financing such as amount, percentages, items of financing, and
applicable conditions of financing;

• maintains records for all signed contracts in a contract ledger for
reference;
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1 “US$100,000” in this Handbook refers to US dollars 100,000 or its equivalent.
2 Refer to ADB Procurement Guidelines, April 2006, Appendix 1 paragraph 3.

• forwards to ADB (sector division or resident mission concerned) two
copies of each signed contract with a value of more than US$100,000.1 For
contracts US$100,000 or less, forwards copies of the signed contract to
ADB only if requested (see paragraph 9.17); and

• obtains ADB’s approval for contract variations that are subject to ADB’s
prior review and would in aggregate increase the original value of the
contract by more than 15% of the original amount.2

Basic Requirements for Disbursement
4.6 The first withdrawal from the loan account requires that

• ADB declared the loan effective;

• the borrower submitted to ADB sufficient evidence of the authority of
the person(s) who will sign withdrawal applications on behalf of the
borrower, together with the authenticated specimen signature of each
authorized person. (Any subsequent change in the list of authorized
representatives must be reported immediately and authenticated
specimen signatures of new representatives must also be provided); and

• disbursement conditions as specified in the loan agreements are met.

4.7 Preparation of withdrawal application for final disbursement(s) of project
loan and tranche disbursement of a program loan should be closely
coordinated between ADB and borrower/EA especially if the remaining
unutilized balance is expected to be fully utilized.

Withdrawal Application
4.8 For all withdrawals, ADB must receive a withdrawal application in the

prescribed form. A withdrawal application is a written request from the
borrower to ADB to pay funds against the borrower’s loan account. The
application must reach ADB before the loan closing date.

A withdrawal application consists of
• the application itself in letter form (see Appendixes 5, 6, and 7 for sample

formats);

• summary sheet(s) for each category claimed (see Appendixes 8 and 9
for sample formats); and

• supporting documents, if required (see Appendix 10).
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Eligible/Ineligible Expenditures
4.9 ADB will only finance eligible expenditures (see Appendix 11).

Expenditures eligible for financing are generally detailed in the RRP.

Disallowances/Nonpayments
4.10 Where ADB disallows or adjusts the amount of withdrawal the borrower

requested, ADB sends an advice by fax or e-mail to the borrower and/or EA
citing the loan and withdrawal application number, amount applied for,
amount paid, and reason for nonpayment or partial payment.

4.11 For nonpayment or adjusted settlement of condiment claims, ADB sends
an advice to the negotiating or advising bank by authenticated SWIFT or
tested telex citing the commitment letter number, letter of credit (LC)
number, and reason for nonpayment or adjusted settlement. Copy of this
advice is furnished to the EA for information.

Capitalization of Interest, Front-end Fees, and Other Charges
4.12 If the loan agreement provides for financing of front-end fees, interest, and

commitment charge during construction, ADB withdraws from the loan
account and pays itself the amounts due (see Section III(A) (3) of Appendix 2).

Refunds
4.13 All refunds must be paid to ADB’s accounts at its depository banks with

payment details indicating (i) references such as loan number;  (ii)
description or nature of the refund; and (iii) currency and amount of refund.
Advice is sent to ADB’s Treasury Services Division (TDTS) and CTLA.

4.14 If funds withdrawn from the loan account are determined to be in excess or
ineligible for ADB financing, the borrower must arrange a refund as
instructed by ADB. The refund is normally credited to the borrower’s loan
account on the date of receipt in ADB’s depository account.

4.15 However, for closed loans, ADB may apply the amount refunded to debt
service (e.g., interest or principal), if the amount due from a third party is
small.

4.16 ADB applies the current value of the refund. In some cases, it may convert
the currency refunded into one of the currencies then outstanding on the loan
account. Any exchange rate difference between the amount charged to the
loan account when the original payment was made and the equivalent
amount at the time of refund is absorbed by the borrower’s account.

Retention Money and Bank Guarantee
4.17 Payments of retention money under civil works and supply contracts are

usually made at the end of warranty or commissioning, or against an
acceptance certificate (of the commission facility) issued by the buyer.
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Where payment of retention money is due more than 3 months past the
loan closing date, and no extension of the closing date is intended, ADB
may disburse the retention money to the contractor or supplier against
an unconditional bank guarantee provided by the contractor or supplier
to the EA. The unconditional bank guarantee is issued in compliance
with the borrowing government’s financial rules and regulations, by a
reputable bank in the country of the borrower in a manner acceptable to
ADB.

Audited Project Accounts and Financial Statements
4.18 ADB loan proceeds shall be used only for the purposes for which the

loan was approved with due attention to economy and efficiency (Article
14 [xi]). To meet these requirements, EAs are to submit audited project
accounts (APA) regularly during project implementation.

4.19 EAs are required to submit audited project accounts and financial statements
(AFS) not more than 6 months3 after the close of the fiscal/financial year, as
specified in the relevant loan agreement, to sector division or RM for their
review and necessary action.

Follow-up Action for Audit Findings of Serious Nature
4.20 In case of audit findings of serious nature, e.g., misappropriation or diversion

of funds, non-submission of supporting documents, use of funds for non-
project related activities, etc., suitable action shall be immediately initiated/
taken by the executing agency, under intimation to the auditor and ADB.

Delay in Submission of APA or AFS
4.21 When the APA or AFS is not received within 6 months after the due date,

ADB will hold processing of requests for new contract awards, and
disbursement of replenishment to imprest accounts, reimbursement, and
issuance of commitment letters. When the APA or AFS is not received within
12 months after the due date, ADB may suspend borrower’s rights to
withdraw loan proceeds. However, the suspension of withdrawal does not
affect disbursements committed through outstanding letters of credit under
the ADB’s commitment procedure. Such commitments are irrevocable and
ADB is obliged to disburse even after the loan has been suspended.

3 The reporting period can be extended to nine 9 months in exceptional cases (see PAI 5.09).
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5 INSTRUCTIONS FOR WITHDRAWAL
OF LOAN PROCEEDS

Authorized Signatory
5.1 Each withdrawal application is signed by the borrower’s duly authorized

representative(s). In accordance with the Loan Regulations and loan
agreement, ADB requires the borrower’s representative designated in the
loan agreement to furnish sufficient evidence of the authority of the person(s)
who will sign the withdrawal application together with their authenticated
specimen signatures. The evidence must reach ADB before the borrower
submits the first withdrawal application.

Allocating Loan Proceeds
5.2 Items to be financed by ADB loans are usually grouped into loan

categories. The loan agreement between the borrower and ADB presents
the amount allocated to each category of project expenditures at
appraisal time. Reallocation from one category to another may be
allowed unless prohibited in the loan agreement.

5.3 For development finance institution (DFI) loans and sector loans,
allocation of loan proceeds to the various categories is not normally set
out in the loan agreement. These loans are categorized by subloan and
subproject, respectively.

Currency of Withdrawal
5.4 For ADF loans invited for negotiations before 1 January 2006,

withdrawals are made either in the currencies in which the cost of goods
and services has been paid or is payable, or in such currencies as ADB
may select from time to time.  For ADF loans invited for negotiations on
or after 1 January 2006, withdrawals can only be made in one or more
currencies which constitute the special drawing rights (SDR), as ADB
may from time to time select.

5.5 In accordance with OCR loan regulations, withdrawals are made in the
loan currency to meet the cost of goods and services. If ADB shall have
reasonably determined that an extraordinary situation shall have arisen
under which ADB shall be unable to provide the loan currency at any
time for purposes of funding the loan, ADB may provide such substitute
currency or currencies for said loan currency as ADB shall select.
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Currency of Payment
5.6 In principle, payment is made in the currency in which the cost of goods

and services has been paid or is payable. For expenditures incurred in
the borrower’s currency (local currency), the amount requested in the
withdrawal application must be in local currency.  A separate withdrawal
application is required for each currency.

Payment Instructions
5.7 To ensure prompt and secure remittance, the payment instructions should

have the following details:

• Full name and address of payee for proper identification of payment;

• Full name and address of the payee’s bank, which may include a banker/
branch designation;

• SWIFT Bank Identifier Code (BIC) if payee’s bank is a member of
SWIFT;

• Payee’s account number is mandatory;

• For payments to anywhere in Europe, the International Bank
Account Number (IBAN)  and the related SWIFT BIC of payee’s bank
should be provided;

• If SWIFT BIC for the payee’s bank is not available, provide the
national clearing system code such as Fedwire Routing number (FW),
CHIPS Universal Identifier (CH), UK Domestic Sort Code (SC),
Australian Bank State Branch Code (AU), German Bankleitzahl (BL)
account number with the correspondent bank, where applicable

• Full name and address of correspondent bank, if payment is to be made
to a bank not located in the country of the currency to be paid. Provide
SWIFT BIC if correspondent bank is member of SWIFT;

• If SWIFT BIC for the correspondent bank is not available, provide Fedwire
ABA Number and CHIPS Participant Number for US dollar payments

• Special instructions or references to facilitate payment or identification of
payment, where applicable

Other Instructions
5.8 The signed original copy of the withdrawal application is submitted to ADB.

The accompanying summary sheet should be signed by the borrower’s
authorized representative and/or project official.  Supporting documents may
be submitted as photocopies. A summary of supporting documents required
for processing payment of withdrawal application is shown in Appendix 10.
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1 For DFI loans, the equivalent of the PCSS number is the subloan number, which should be
shown in the summary sheet.

5.9 Alterations on the application forms are initialed by the borrower’s
authorized representative.

5.10 The minimum value per withdrawal application is US$100,000, unless
otherwise approved by ADB. The borrower is to consolidate claims to meet
this limit for reimbursement and imprest fund.

PCSS Number1

5.11 The procurement contract summary sheet (PCSS) number is assigned by
ADB for identifying a particular contract approved by the borrower and
submitted to ADB under a particular loan.  The PCSS includes the

• ADB contract number;

• date of contract approval;

• mode of procurement;

• name of contractor or supplier;

• terms of payment and currency of contract; and

• percentage of ADB financing.

5.12 The PCSS number is shown on the summary sheet. To obtain the
number, refer to ADB’s monthly report named List of Contract by
Executing Agency, which is available in the Loan Financial Information
System (LFIS) website (please refer to Section 15.4 and Chapter 16).

Sample Forms
5.13 Withdrawal application forms and summary sheets vary for different

procedures. For direct payment and reimbursement procedures, samples
of the forms to be used and instructions for accomplishing them are in
Appendix 5. For other procedures, please see Appendixes 6 and 7.   These
forms can also be downloaded from LFIS website http://lfis.adb.org.

Disbursement Review
5.14 Guidelines for reviewing and processing withdrawal applications are shown

in Appendixes 12 and 13.
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6 DISBURSEMENT PROCEDURES

Four Major Types
6.1 Procedures for withdrawal of loan proceeds are standardized to facilitate

disbursements under most loans. Disbursement procedures consist of four
major types, described briefly as the

• direct payment procedure where ADB, at the borrower’s request, pays a
designated beneficiary directly (see chapter 7 for details);

• commitment procedure where ADB, at the borrower’s request, provides
an irrevocable undertaking to reimburse a commercial bank for payments
made or to be made to a supplier against an LC financed from the loan
account (see chapter 8 for details);

• reimbursement procedure where ADB pays from the loan account to the
borrower’s account or, in some cases, to the project account for eligible
expenditures which have been incurred and paid for by the project out of
its budget allocation or its own resources (see chapter 9 for details); and

• imprest fund procedure where ADB makes an advance disbursement
from the loan account for deposit to an imprest account to be used
exclusively for ADB’s share of eligible expenditures (see chapter 10 for
details).

Simplified Documentation under the Reimbursement Procedure
6.2 While normally ADB requires submission of full supporting documentation,

there are special cases where it accepts simplified documentation when

• the statement of expenditures (SOE) procedure involves the
borrower submitting an SOE to support an application (see paragraphs
9.8 to 9.22 for details);

• the force account works procedure involves the borrower submitting
periodic certification of the progress or completion of civil works in
support of its application for reimbursement (see paragraphs 9.23 to 9.26 for
details); and

• the simultaneous application for subloan approval and withdrawal
(SAW) procedure involves qualified DFIs submitting simplified
supporting documents when they request reimbursement of
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expenditures and ADB’s confirmation of subloans below the set “free
limit” (see paragraphs 9.27 to 9.30 for details).

Suggested Disbursement Procedures
6.3 The four procedures are normally used for the following kinds of payment:

Nature of Payment/s

Mainly large civil
works, progress
payments,
consultants’ fees,
procurement of
goods

Importation costs

Local currency
costs, petty
purchases, and
small civil works

Contractors’ bills
and suppliers’
invoices, numerous
items of operating
expenses,  other
eligible expendi-
tures

Precondition for
Payment

Payments are due

The borrower has
opened an LC with
a provision that the
negotiating bank
will  be reimbursed
by ADB  for
payments made to
the supplier

Expenditures have
been incurred and
paid for by the
borrower from its
own funds

The borrower
experiences cash
flow difficulty

Suggested
Disbursement

Procedure

Direct payment

Commitment

Reimbursement

Imprest fund
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