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A. Background 

1. The promotion of public transport and the improvement of the environment were strategic 
priorities for the government of the People’s Republic of China (PRC) and efforts increased in 
recent years to provide low-cost, efficient, clean and sustainable bus transport.1 Bus operators in 
PRC faced financial constraints, which impacted the deployment of clean buses. Financial leasing 
can be an effective way to overcome these funding limitations and provide an alternative funding 
source to traditional banking products.  

2. Financial Leasing in PRC. In 2010, the market penetration of financial leasing in PRC 
was below 4% while the average in the 10 largest financial leasing markets in the world was close 
to 14%. The lease repayment structure eases cash flow management more than the bullet 
repayment structures often observed with bank loans. In addition, leasing allows bus operators to 
access funding with a longer tenor than short-term bank loans which are widely used in PRC. The 
emerging financial leasing industry in PRC provides access to long term financing which eases 
asset liability maturity mismatches and increases flexibility in financing. The leasing industry in 
PRC is regulated by two bodies: (i) the China Banking and Regulatory Commission (CBRC) for 
leasing companies owned by banks, and (ii) the Ministry of Commerce (MOC) for nonbank-owned 
leasing companies.  

3. The Program. The Clean Bus Leasing Program aimed to address the limited access to 
long term financing experienced by bus operators in PRC. By providing long-term funding to 
finance the leases of clean buses, the Asian Development Bank (ADB) aimed to promote a shift 
to sustainable transport in PRC. 

                                                

1 State Council of the People’s Republic of China. 2012. Energy Efficient and New Energy Vehicle Industry 
Development Plan, 2012–2020. Beijing. The plan has a sales target 5 million for 2012–2020, starting from a 2011 
baseline of 14,491. 

mailto:abano@adb.org
mailto:evaluation@adb.org


2       

 

4. In 2013, the Board of Directors of ADB approved the Clean Bus Leasing Program 
amounting to $275 million.2 The program financed the adoption of clean buses3 in PRC through 
financial leasing companies (FLCs), and subject to demand, up to 10% of loan proceeds per 
borrower could be used to finance the leasing of information technology and management 
systems to increase bus fleet operating efficiency. The Program was ADB’s first nonsovereign 
lending operation to the sustainable transport industry in PRC.  

5. The evaluation will assess the project development results and contribution to sustainable 
transport, private sector and financial sector development in PRC, as well as ADB’s additionality, 
profitability, and work quality. 

B. Program Highlights 

6. Three companies were selected to participate in the loan program: (i) Far East Horizon 
Limited (FEH) for $100 million; (ii) Industrial Bank Financial Leasing Company Limited (IBFL) for 
$100 million but provided in local currency equivalent; and (iii) Everbright Finance Leasing 
Company Limited (EFL) for $75 million, together fully utilizing the approved program size. All loans 
have been fully disbursed—FEH in February 2014 (USD), IBFL in November 2014 (CNY), and 
EFL in December 2016 (USD). The loans to FEH and IBFL have a tenor of 8 years and grace 
periods of 2.5 and 3.5 years, respectively. The loan to EFL has a tenor of 5 years with no grace 
period. 

7. FEH is part of the Sinochem Group, a Fortune Global 500 Chinese conglomerate. In 2008, 
FEH was established in Hong Kong as an overseas platform, listed in the Hong Kong Stock 
Exchange with participations from several international strategic investors, including KKR & Co. 
L.P.4 and Singapore Investment Corporation. FEH equity increased 18-fold from $206 million in 
2008 to $3.75 billion in 2016. FEH was highly profitable in 2016 with a gross profit margin of over 
58%, a net profit margin of over 21% and net income of $440 million. FEH has access to 
commercial debt markets in CNY and foreign currency, and has a series of direct financing 
products such as medium-term notes, corporate bonds, short-term notes, asset securitizations 
and related party borrowings within the Sinochem Group. In fact, FEH is one of the largest asset-
backed securities issuers in PRC with 14 issuances totaling CNY35 billion in 2015 and 2016. 
ADB’s loan to FEH was channeled to clean bus operators via FEH’s 100%-owned subsidiary 
International Far Eastern Leasing Company Limited. 

8. IBFL is a wholly-owned subsidiary of Industrial Bank Co. (CIB). CIB is listed on the 
Shanghai Stock Exchange and ranked 49th in terms of total assets among all banks worldwide by 
The Banker magazine in 2013. IBFL is considered a strategically important subsidiary of CIB with 
a high degree of integration in operations, management, and commitments for financial support. 
IBFL shares an operational platform with CIB and leverages CIB’s resources, including brand, 

                                                

2  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Loan Program for 
Clean Bus Leasing in the People’s Republic of China. Manila. 

3  A clean bus is defined as a bus that meets the equivalent of Euro III emission standards and falls within at least one 

of the following categories: (i) buses running on cleaner fuel such as compressed or liquefied natural gas and 
biomethane; (ii) “energy-efficient and new-energy buses” as defined by the national government of the PRC (currently 
including hybrid buses with fuel-saving rates of more than 10%, battery-only electric buses, and fuel-cell electric 
buses); and (iii) conventional fuel buses that meet the most advanced emission standards equivalent to Euro IV or 
above. Euro III and Euro IV are European emission standards that define acceptable limits for exhaust emissions of 
vehicles. 

4 KKR & Co. L.P. (formerly known as Kohlberg Kravis Roberts & Co.) is a global investment firm that manages multiple 
alternative asset classes, including private equity, energy, infrastructure, real estate, credit, and hedge funds. The 
firm is a recognized leader in the private equity industry, having completed more than 280 private equity investments 
in portfolio companies with approximately $545 billion of total enterprise value as of 30 June 2017.  
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systems, risk controls, network of branches and client base. The leasing product of IBFL is 
included in CIB’s product mix and CIB’s management receives a financial incentive for cross-
selling IBFL leases. IBFL received financial support from CIB5 with an injection of CNY5.5 billion 
to support IBFL’s growth between 2010 and 2016. Additionally, IBFL has access to interbank 
funding and a diversified funding base with successful bond issuances and subscriptions from 
banks in PRC. The compounded annual growth rate (CAGR) for IBFL’s total borrowings was over 
30% between 2012 and 2016 and its total borrowings were CNY52 billion at the time of ADB’s 
loan to IBFL. In fact, a bond issuance of CNY5 billion took place a few months after ADB’s 
assistance to IBFL.  

9. EFL’s majority stake is owned by China Everbright Bank Co (CEB), publicly listed on the 
Hong Kong Stock Exchange and Shanghai Stock Exchange, owned by Central Huijin Investment, 
and ranked 139 in Forbes Global 2000 publicly held companies in 2016. EFL’s leasing products 
are integrated in CEB’s product mix, and EFL has undrawn committed credit lines from CEB.6 In 
September 2016, a change of the borrower of ADB’s loan was approved to Everbright Wing 
Aviation Leasing Co. Limited (EWAL), a fully owned special purpose vehicle (SPV) of EFL 
established in 2015, and main term sheet items such as currency, pricing and tenor were 
changed. The credit risk of the transaction was viewed to be unchanged given EFL’s primary 
obligation guarantee.  

10. Technical Assistance. A technical assistance (TA) grant was introduced in the report 
and recommendation to the President to contribute to the sustainable transport objective of the 
program. The TA of $2.3 million was approved in 2014 with the aim to strengthen the capacity of 
clean bus operators in the bus selection process and fleet operation management, and to raise 
awareness of the impact of clean buses. The TA aimed to advance the selection of bus types, 
optimization of fleet operations, training programs on driving in an eco-conscious way, advice on 
maintenance and assistance with management reporting and IT systems. The executing agency 
was transferred from the Clean Development Mechanism Fund to the Ministry of Transport in 
PRC. The implementation of the TA was transferred from the Private Sector Operations 
Department (PSOD) to the East Asia Department (EARD) in April 2015. The TA implementation 
has not yet been completed, with an accumulated delay of 3.5 years.  

11. Cofinancing. An additional $100 million to $200 million in cofinancing in the form of 
parallel loans from other development finance institutions, specialty funds, and commercial banks 
was considered for the program, but did not materialize. 

12. Risk Transfer. The program has risk transfer arrangements for pro rata proportion to FEH 
of 40%, which amounts to $27 million as of November 2017 with Proparco, a subsidiary of Agence 
Française de Développement, and KEB Hana Bank (formerly Korea Exchange Bank) for a 
participation commitment of 20% each.7  

 

                                                

5  According to Article 16 of the Measures on the Administration of Financial Leasing Companies from the CBRC in 
March 2014, CIB is required to (i) provide liquidity support to IBFL in case of payment difficulty, and (ii) promptly 
inject capital in case of capital erosion due to operating losses by its leasing subsidiary. 

6  EFL benefits from CEB’s regulatory obligation under CBRC’s financial leasing management rules to provide capital 
and liquidity support to EFL when needed. 

7 ADB is paying to the risk transfer counterparties on the participation commitment amount 75% of the 2.8% margin 

and 75% of the front-end fee.  Sources: Risk Participation Agreement. 17 August 2015 between ADB and Korea 
Exchange Bank. Risk Participation Agreement. 8 June 2015 between ADB and Societe de Promotion et de 
Participation pour la Cooperation Economique S.A. (PROPARCO). 
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C. Program Scope and Objectives 

13. The program aims at supporting ADB’s Sustainable Transport Initiative (STI), which 
focuses on the development of transport systems and a transport sector that is accessible, safe, 
affordable, and environment-friendly. The program's objectives were: (i) the promotion of 
sustainable transport, which assists environmentally sustainable growth; (ii) the promotion of 
private sector development; and (iii) the promotion of financial sector development.  

14. The project’s outcome is an increase in the deployment of clean buses in the urban, 
suburban, and intercity public transport markets, targeting the leasing of at least 5,000 clean 
buses by 2018. From 2019, the program will result in 420 million vehicle-kilometers of service 
operation by clean buses per annum, and help avoid GHG emissions of 1.31 million tons per 
annum through a shift from private cars usage to public transport usage and low emission buses 
usage.  

15. The program’s outputs are expanded clean bus leasing operations of FLCs in the public 
transport market.  

D. Major Concerns Raised During Project Processing and Implementation 

16. The main issues and concerns raised during the processing and implementation were: 

(i) Pricing issues: The Office of Risk Management (ORM) considered FEH 3% all-
in loan price low compared to the market. Also, on-lent terms passed from FLCs 
to bus operators are unclear. 

(ii) Foreign currency risk. The mission to PRC in April 2015 noted that ADB’s loan 
to FEH remained unhedged, so potential risks may arise from unhedged foreign 
currency risk. 

(iii) Covenants. Various issues related to covenants include: (a) FEH’s liquidity ratio 
breach in FY15; and (b) erroneous computations that led to resubmissions of 
attestations.  

(iv) Integrity. OAI reported negative findings related to CIB, as some of its 
management are politically exposed persons. OAI’s overall integrity and 
reputational risk rating for IBFL is low.8  

(v) Available access to funding. A sound track record of raising funds in the equity 
and debt markets exists for the parent companies behind the program participants. 
Concerns are raised regarding the need of ADB to provide financing to these 
entities.  

E. Major Findings of the Extended Annual Review Reports 

17. PSOD carried out two extended annual review reports (XARRs) for FEH in September 
2016 and for IBFL in September 2017, respectively. The XARR for FEH was rated successful, 
and validated by IED in September 2017 with the same rating.  The XARR for IBFL was rated 
successful as well, but has not been validated by IED. 

                                                

8  Noted in the annual monitoring report in July 2016. 
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18. Both XARRs and the XVR did not identify any issues. The recommended follow-up actions 
include pricing flexibility on loans granted to the borrowers, due to changing interest rate scenarios 
in PRC. 

F. Objectives and Scope of Evaluation Review 

19. Evaluation objective. The main objective of the independent evaluation is to evaluate the 
development impact and adequacy of the program towards achieving its objectives and derive 
lessons which can assist in the design and implementation of future ADB private sector 
operations, particularly similar investments (leasing) structures, in the subsector of clean buses 
in the PRC or others.  

20. The outputs of the evaluation will be two project performance evaluation reports (PPERs) 
of two loans of the program: (i) Loan 2986 to Far East Horizon Ltd. and (ii) Loan 3145 to Industrial 
Bank Financial Leasing Co. The third loan 3107 to Everbright Financial Leasing/Everbright Wing 
Aviation Leasing Co. will not be evaluated as it has not yet reached early maturity, since the loan 
became effective only in November 2016. 

21. Evaluation Scope. The program evaluation will assess in detail the two project loans: (i) 
Loan 2986 to FEH and (ii) Loan 3145 to IBFL, and will identify issues, lessons, and 
recommendations in each of the projects. Development results (contribution to private sector 
development and ADB strategic development objectives; economic performance; environment, 
social, health, and safety performance; and business success), additionality, profitability, and 
work quality will be evaluated in accordance with the Guidelines for Preparing Performance 
Evaluation Reports on Nonsovereign Operations.9 The evaluation matrix (presented in Appendix 
2) contains the main evaluation questions by criteria and sub criteria for this evaluation and 
describes the methods to be used in evaluating the performance of the projects and the 
corresponding sources of information. The evaluation will produce two PPERs, one for each loan 
(FEH and IBFL). 

22. The evaluation will focus on the following areas: 

(i) Alignment with government and ADB policies and strategies. The PPERs will 
assess whether the program aligned with ADB policies and strategies development 
objectives, including, but not limited to, ADB Strategy 2020, the PRC Country 
Partnership Strategy, and ADB’s Sustainable Transport Initiative. 

(ii) Development impact. The PPERs will assess the extent to which each project 
achieved its objectives of contributing to sustainable transport promotion, private 
sector and financial sector development, and the anticipated benefits of GHG 
emission reduction, through shifts from private to public transport modes and low 
emitting buses. Special consideration will be given to measure the attribution to 
the project of the results identified. 

(iii) ADB’s value addition. The PPERs will evaluate ADB’s additionality by 
counterfactually assessing how the project would have proceeded without ADB’s 
support, and how ADB supported the project both financially and non-financially. 

(iii) ADB’s investment profitability. The PPERs will assess each project’s net profit 
contribution to ADB, compare the loan pricing to market prices of benchmark 
instruments to FLCs, and the on-lending terms from FLCs to bus operators.  

                                                

9  ADB. 2014. Guidelines for the Preparation of Project Performance Evaluation Reports on Nonsovereign Operations. 
Manila. 
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(iv) ADB’s work quality. The PPER will assess the performance of ADB in preparing, 
structuring, monitoring, and supervising the project. 
 

23. The evaluation will include the following activities: (i) desk review of all relevant project 
documents; (ii) gathering and review of secondary data including relevant reports on borrower’s 
operations and transport sector statistics; (iii) discussions with project staff from PSOD and 
relevant ORM and EARD staff; (iv) discussions with relevant government officials; (v) discussions 
with relevant non-governmental and private organizations/industry associations; (vi) meetings 
with borrower’s representatives and selected bus operators; and (vii) preparation of the PPERs.  

G. Implementation Arrangements and Resource Implications 

24. The evaluation team shall be composed of the following staff and consultants: (i) Alfredo 
Baño, Evaluation Specialist and Team Leader; (ii) Olimpia Henriques da Silva, Treasury Specialist 
in development assignment; (iii) Noel Gamo, Senior Evaluation Officer, (iv) Irene Garganta, 
Associate Evaluation Analyst; and a national consultant to support the team during the field 
mission and for information gathering. The internal peer reviewer will be Enrico Pinali, Senior 
Evaluation Specialist and the external peer reviewer will be Ashok Bhargava, Director, Central 
West Energy Division, ADB. The terms of reference for the Team Leader, the Treasury Specialist, 
the Senior Evaluation Officer and the local consultant are presented in Appendix 3.  

25. The proposed schedule for the PPERs is as follows: 

Approval of Evaluation Approach Paper I Jan 2018 
Recruitment of Consultant IV Jan 2018 
Independent Evaluation Mission III Apr 2018 
IED Internal Review I Jun 2018 
Interdepartmental Review II Jul 2018 
Submission to Director, IESP II Aug 2018 
Draft to Editor III Aug 2018 
Submission to Director General, IED IV Aug 2018 

 

 

Appendixes: (i) Basic Data 
 (ii) Evaluation Matrix 
 (iii) Terms of Reference  
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EVALUATION MATRIX 

Evaluation Criteria Evaluation Questions Method Information Source 

A. Development Results    
1. Private Sector 

Development and ADB 
Strategic Objectives 

To what extent did the 
project contribute to the 
development of financial 
leasing in the PRC?  
 
To what extent did the 
project contribute to the 
development of sustainable 
transport through clean 
buses? 
 

Evaluate products and growth of FLCs 
with and without ADB financing. 
Market analysis and outlook of financial 
leasing and clean bus sectors. 
 
Evaluate adoption of clean bus technology 
by bus operators with and without ADB 
financing. 
 
 

PSOD, ORM, EARD 
staff, government 
officials 
 
 
Government agencies 
statistics 
 

2. Business Success What was the financial 
performance of the project 
and how did this compare 
with the project business 
objectives? 
 
 
 
Did the project contribute to 
other business goals stated 
during project approval? 
 

Evaluate the financial performance and 
long-term profitability and viability of the 
financial institution, including collateral 
analysis (lease terms and business 
evolution) and FLC’s analysis 
(assessment of their capital, asset quality, 
management, earnings, liquidity, etc.) 
 
Assess the sustainability and growth of the 
FLCs and bus operators. 
 

Financial statements  
 
ADB documents 
 
Interviews with 
borrowers, bus 
operators, industry 
experts, PSOD, ORM, 
EARD staff, government 
agencies, etc. 
 

3. Economic Performance What were the economic 
benefits that can be 
attributed to the project? 
 
 

Estimate economic benefits in terms of 
sustainable transport indicators and 
reduced emissions vis-à-vis loan 
proceeds. 
 

Financial statements 
Government statistics 
Other secondary data 
 

4. Environment, Social, 
Health and Safety 
Performance 

Did the project adhere to 
ADB’s policies on 
environmental, social, 
health and safety issues? 

Review documents and interview various 
stakeholders to determine if the project 
complied with ADB’s policies. 

Safeguards documents 
and interviews with 
PSOD, borrowers and 
bus operators 
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Evaluation Criteria Evaluation Questions Method Information Source 

B. ADB Investment 
Profitability 

Was ADB’s pricing of the 
project profitable? 
 
What were the factors that 
contributed to the 
performance or 
underperformance of the 
project? 

Compare ADB’s pricing to market 
benchmarks 
 
Analyze various factors that affected the 
project performance such as the 
economic, political and regulatory 
environment 
 

ADB documents; 
interviews with PSOD, 
ORM, EARD staff, 
management, industry 
experts, government 
officials, and other 
stakeholders 
 

C. ADB Work Quality    
1. Screening, Appraisal, 

and Structuring 
Did ADB’s screening, 
appraisal, and structuring 
performance meet the high 
standards of multilateral 
development banks? 
 

Review projects’ processing documents 
and interview staff 
 
 

ADB documents; 
interviews with PSOD, 
ORM, EARD staff 

2. Monitoring and 
Supervision 

Did ADB keep itself 
promptly and fully informed 
and proactively helped 
improve the projects’ 
development outcomes and 
ADB’s investment 
outcomes? 
 

Review project administration documents, 
monitoring reports, compliance reports  

PSOD documents; 
interviews with PSOD, 
ORM, EARD staff  

D. ADB Additionality To what extent was ADB 
financing a necessary 
condition for the timely 
realization of the project 
and other funding 
mobilization? 
 

Evaluate the impact of ADB on supporting 
the project and ADB’s contribution to the 
program development impact through 
counterfactual analysis. 

Interviews with PSOD, 
ORM, EARD staff, 
borrowers, bus 
operators and other 
FLCs. 
Market and secondary 
data analysis 
 

ADB = Asian Development Bank; EARD = East Asia Regional Department; ORM = Office of Risk Management PSOD = Private Sector Operations Department.




