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FRAMEWORK FOR OPERATION OF THE ASEAN INFRASTRUCTURE FUND 

1. Introduction. The ASEAN Infrastructure Fund (AIF) would be established as a 
corporate entity wholly owned by government and the Asian Development Bank (ADB), and 
issue bonds for additional funding. As the bonds (debt) are expected to have a high investment 
grade rating, they could be purchased by various reputable entities, including the central banks 
(while maintaining their reserve eligibility). The AIF establishment is based on the 
developmental objective of the region and not with a motive to maximize profit and return. The 
shareholder value should be judged from the stable accrued income and long-term strategic 
perspective and lending capacity of the AIF. 
 
2. With the above, the AIF could engage in lending for infrastructure projects in the ASEAN 
countries. The AIF would jointly cofinance projects with ADB. It is envisioned that the AIF 
shareholders will cause the AIF board of directors to appoint ADB as administrator of the AIF. 
As administrator, ADB will provide services to the AIF, including (i) processing projects and 
implementation, (ii) cofinancing arrangements for infrastructure projects, (iii) treasury 
operations, financial management and disbursement of the AIF resources, (iv) accounting and 
reporting requirements, (v) obtaining and maintaining the credit rating of the AIF, and (iv) 
managing the placement of hybrid capital and bond issues for the AIF. With over four decades 
of project and treasury management experience, ADB can effectively administer the AIF. The 
proposed administration of the AIF by ADB has the added benefit of greatly reducing the AIF's 
transaction costs. ASEAN members being represented in ADB's Board of Directors will further 
facilitate effective communication between the members and ADB, and among the members 
themselves. Furthermore, having the same set of business processes will also benefit the AIF's 
recipient countries because they will not have to undertake two different sets of procedures. 
ADB being the lender of record, the AIF loans would have a cross-default feature with ADB.1  
 
3. Project identification. ADB's country partnership strategies (CPS) can provide a useful 
starting point for identifying infrastructure needs. Each CPS covers 3–5 years, and has an 
accompanying country operation business plan which lays out projects in various sectors. A 
detailed explanation of the the AIF project pipeline (including process and criteria) is provided.2 
The ASEAN members will approve the criteria for the projects to be financed by the AIF. ADB, 
in the capacity of the administrator of the AIF, will apply the criteria approved by the ASEAN 
members to select the actual projects to be financed by the AIF. It is expected that ADB 
procedures and criteria will be applied. All infrastructure sectors (transport, energy, water, etc.) 
would be eligible. Initially, public sector projects and public portion (as sovereign loans) of 
public–private partnership projects through the AIF will be eligible. Later as the AIF develops a 
strong track record, it may engage also in private (nonsovereign) projects (after the AIF’s board 
approval).  
 

                                                
1
  The following expenditures are no longer ineligible for ADB financing: acquisition of land and rights-of-way, late 

payment charges imposed by suppliers and contractors, bank charges, food expenditures, interest during 
construction on non-ADB loans, secondhand goods, lease financing costs, taxes and duties, and local transport 
and insurance costs related to project expenditures. Other policies govern the extent to which particular 
expenditures may be financed. Thus, under ADB’s Operation Manual on Disaster and Emergency Assistance, 
ADB’s mandate does not allow it to engage in peacemaking, peacekeeping, or humanitarian relief. 

2
  Project pipeline (accessible from the list of documents in Appendix 2). 



 

 

4. Medium to long-term planning. It is vital to have 3–10 year plans for any infrastructure 
project with a substantial investment requirement. ADB has a modality known as multitranche 
financing facility (MFF), which allows for such medium-term planning and simplified business 
processes. Under an MFF, an overall conceptual framework and design is prepared upfront for 
an investment program (as opposed to an individual project). ADB's Board approval is sought 
for the conceptual framework covering the entire MFF. ADB's management will approve 
financing for individual projects, using simplified business processes. Where possible, the MFF 
structure will be adopted for the AIF projects to provide continuity as well as accelerated 
processing. 
 
5. Project design and execution (due diligence). Once the projects are identified (and 
approved by the AIF board) based on the AIF principles, ADB will apply its own business 
processes for project-specific due diligence. These will cover economic and financial 
assessments, and environmental and social safeguards. Typically, each investment project is 
prepared using a dedicated team of ADB staff supported by consultants. Depending on the 
project size and complexity, about 5–10 months will be required for finalizing a project's design. 
Some aspects of ADB's due diligence and procurement practices followed are outlined below. 
 
6. Safeguard requirements. ADB's safeguard policy incorporates international accepted 
safeguard principles and good practice. Its application would provide international investors and 
sponsors comfort, and enhance environmental and social sustainability of infrastructure 
projects. ADB has approved its Safeguard Policy Statement in 2009, which aims to avoid, and if 
avoidance if impossible, minimizes, mitigation and/or compensate for adverse project impacts 
on the environment and affected communities. ADB's Safeguard Policy Statement will apply to 
all the AIF projects. 
 
7. Administration of the AIF projects (procurement procedures). For ADB-
administered funds, ADB's procurement guidelines would apply, with national or international 
competitive bidding as appropriate.3 There will be no tied-procurement. Adoption of competitive 
bidding for concessions as well as contracts (e.g. civil works) has been proven to result in lower 
prices for infrastructure services and greater efficiency. 
 
8. Reporting. ADB will submit the utilization results of the AIF financed projects and these 
will be reported at least annually to ASEAN. The implementation of the projects will be 
continuously monitored. Post-project completion assessment and evaluation will be undertaken, 
and reports submitted to ASEAN. ADB would also prepare and publish the AIF’s annual reports.  
 
9. In addition to the above, ADB can play an important role in ensuring effective 
coordination with various, ongoing initiatives.  As an example, ADB can also consider possible 
synergies from the Credit Guarantee Investment Facility (CGIF), which is soon to be established 
with the ASEAN+3 members, as well as the ADB-Asia Infrastructure Financing Initiative (AIFI), 
which has committed cofinancing on a programmatic basis from the Republic of Korea and the 
Islamic Development Bank. These two initiatives could help leverage additional resources. 
Furthermore, ADB will also play a catalytic role in partnership coordination—with both public 
and private institutions. 
 

                                                
3
  ADB has a domestic preference scheme when procurement takes place under international competitive bidding 

procedures. The scheme grants a margin of preference for domestically manufactured goods to be procured and 
domestic contractors to be engaged under ADB projects. 



 

 

 

10. Finally, ADB recognizes that, in addition to project financing, the AIF can play an 
important role in policy coordination and capacity development among the ASEAN countries.  
Indeed, exchange of knowledge and experience on infrastructure development on various 
issues, such as mitigating against climate change through clean energy, can have significant 
impact on ASEAN development.  
 
11. Private sector development. ADB's own long-term strategic framework (Strategy 
2020)4 aims to have at least 50% of its operations geared toward private sector development 
and participation by 2020. This would include direct private sector investments by ADB as well 
as other catalytic measures, such as PPPs and other means of private sector participation. ADB 
strongly believes that the AIF should be used as a vehicle by ASEAN members to promote 
private sector participation, for the private sector has an important role to play in the success of 
the AIF, and more broadly, for the infrastructure development in ASEAN.   
 
12. There are several ways in which the private sector can contribute to as well as benefit 
from the AIF: 
 

(i) Design and execution of the AIF projects, through contracting arrangements; 

(ii) Direct participation in project financing and operation, through one of several 
recognized PPP modalities; 

(iii) Direct investment in the AIF (by pension funds and other financial institutions); 

(iv) Provision of technical and advisory services to ASEAN institutions (e.g., firms 
from those ASEAN members who have demonstrated expertise in certain areas 
of infrastructure may be recruited to transfer such knowledge to other ASEAN 
members); and 

(v) Knowledge sharing through partnerships between private sector institutions 
within the ASEAN region.  

 
 
 
 
 
 
 
 
 
 
 
 
 

 

                                                
4
  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank. Manila. 




