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I. INTRODUCTION 

1. This paper recommends that the Asian Development Bank (ADB) (i) establish and 
administer the multidonor Project Readiness Improvement Trust Fund (the Fund) to support 
improved design and procurement readiness of ensuing climate change responsive investment 
projects in its developing member countries (DMCs) in the Southeast Asia region; and (ii) 
accept and administer contributions to the  Fund by bilateral, multilateral and individual sources 
substantially in accordance with the terms and conditions set out in this paper.   
 

II. BACKGROUND AND RATIONALE  

2.  ADB’s Midterm Review (MTR) of Strategy 2020 Action Plan calls for improved 
efficiency, particularly reduced delays in project implementation by improving project readiness.1 
In December 2015, ADB proposed 22 reforms to address such issues and strengthen 
operational efficiency to keep pace with greater operational demands.2  
 
3. Data has shown that performance of less than successful and unsuccessful sovereign 
projects was undermined by a wide variety of problems, foremost of which include weak 
preparation, inappropriate or overly complex designs, and little readiness to go at start-up. 
Projects that lacked readiness were frequently delayed. Without solid preparation and advance 
work before start-up, it could take 2-3 years for a project’s detailed designs to be completed, its 
project management arrangements made, its contracts to be designed and awarded, and the 
social and safeguards concerns it presents to be dealt with. On the other hand, projects 
completed on time and successfully often shared similar features – e.g., completion of detailed 
engineering designs (DEDs) and other elements of advance action by project start-up. 3   
 
4. In 2015, the share of new sovereign infrastructure projects which were judged design 
ready declined to 57% from a peak of 65% in 2014. Likewise, the share of procurement ready 
projects at start-up decreased to 25% in 2015 from 31% in 2014. Thus, ADB is implementing 
actions to raise project readiness to meet the targets set for the annual approval of “high 
readiness” infrastructure projects: 50% in 2016 and 80% in 2017. 
 
5. Project readiness in Southeast Asia has been much less than ADB average. Proportion 
of design ready projects was at 29% in 2015, down from 45% during the previous year. While 
share of procurement ready projects doubled from 9% in 2014 to 18% in 2015, the performance 
is way below the abovementioned ADB average and remains far from the 2016 procurement 
readiness target of 40%.  

                                                
1 Starting from the 2014 Development Effectiveness Review (DEfR), project readiness was clarified and its monitoring 

has been separated into two categories: design readiness and procurement readiness. Design-ready projects are 
those that have completed one of the following steps before project approval:  
(i) detailed engineering designs (DED), suitable for preparing and launching bidding documents for major 

construction or goods contract. For sector projects, DED for those subprojects for which construction is 
scheduled to start in the first two years should be available; or  

(ii) preliminary design and specifications suitable for preparing and launching bidding documents for (a) 
construction contracts that include detailed design as its part, and/or (b) turnkey or engineering, procurement 
and construction (EPC) contracts.  

Procurement readiness is considered to have been achieved when bid documents were launched before project 
approval for major construction or goods contracts.  

2  ADB. 2015. Enhancing Operational Efficiency of the Asian Development Bank. Manila. One key example to bolster 
readiness is facilitating the use of advance contracting and retroactive financing as default approaches to 
procurement.   

3  ADB. 2016.  Development Effectiveness Review, 2015 Report. Manila.  
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6. The speed to start-up implementation of ADB projects, measured by the average time 
from loan approval to first contract (particularly for civil works), has been rated “off track” since 
its monitoring in 2012. From an ADB-wide average of 12.9 months in 2012, start-up took longer 
at 15.1 months in 2015 and farther away from the 2016 target of 9 months. Projects in 
Southeast Asia have been performing more poorly than the ADB average: from 13.1 months in 
2012, the time required to start-up took longer at 18.8 months in 2015.  
 
7. Financing readiness activities such as DEDs and other related activities can significantly 
improve implementation quality. Experience shows that, delays in preparing complete project 
designs, including DEDs and subsequent delays in procurement, have often led to project 
extensions thus, diminishing the development impact of ADB-funded projects. Such delays have 
led to actual costs deviating from approved cost estimates, resulting in changes in project scope 
to accommodate revised budgets affected by inflation, price escalations, consulting contract 
variations and other overhead costs. A 2014 study on the costs of project delays (using sample 
projects from the Viet Nam portfolio) shows that a one-year infrastructure project extension 
costs about 17% of the loan amount per year on average. Ultimately, beneficiaries have to wait 
for the realization of the originally intended project outcomes and in some cases, the originally 
intended outcomes are not fully achieved.    
 
8. Existing project readiness facilities such as project design advances (PDAs) and 
technical assistance (TA) loans4 were hardly utilized by Southeast Asia DMCs because of their 
reluctance to borrow loans for DEDs if the ensuing (larger) investment loan is not fully secured. 
Furthermore, internal government processes for obtaining approvals of PDAs and TA loans can 
be as complex as those for loans and thus, often further complicating project processing 
schedule. Financing of project readiness activities has likewise been constrained by dwindling 
Technical Assistance Special Fund resources for project preparatory TA operations albeit such 
resources do not assist preparation of DEDs.5 While ADB-administered sector-specific trust 
funds which generally support project preparation exist, priority for allocating resources for 
DEDs is low because of its high funding requirements vis-à-vis limited trust fund resources.6    
 
9. Apart from timely implementation of investment projects, climate change is another 
factor that threatens to reduce the expected impacts and outcomes of planned development 
efforts, particularly in Southeast Asia DMCs which are considered among the most vulnerable to 
climate risks. While governments recognize the need to integrate climate change concerns into 
development policies, investment plans and project designs, many DMCs lack sufficient 
capacity and/or capital to adequately design climate change responsive investments  
Consequently, investment projects may be designed without factoring in future climate change 
scenarios by reducing the carbon footprint of project investments and/or reducing the 

                                                
4  ADB. 2011. Establishing the Project Design Facility. Manila. http://www.adb.org/sites/default/files/institutional-

document/34120/files/project-design-facility.pdf. ADB may provide a PDA loan from the Project Design Facility 
(PDF) which was established in  2011 as a complementing financing modality to support project preparation, 
particularly DED.Since its approval, uptake of the PDF has been mostly among DMCs in South Asia, a few others 
in Central West Asia and the Pacific and none in Southeast Asia. On the other hand, TA Loan-2982 “Project 
Preparation and Start-Up Support Facility” was introduced in Viet Nam in 2013 but to date remains untapped.  
However, to some extent, ADB is able to undertake DEDs using resources from ongoing tranches of projects under 
a multitranche financing facility (MFF), particularly in the energy and water sectors in Viet Nam.      

5  DED is regarded as part of loan implementation work and excluded from the scope of work to be financed by TA 
grants. DED is typically financed by the construction loan and carried out after project effectiveness, causing a 
significant time lag between loan approval and the start of construction – about 18 months  on average at the time 
the PDF was approved.   

6  Key examples are the trust funds that support project preparatory activities under the Water (WFPF) and Urban 
Financing Partnership Facilities (UFPF).     
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vulnerability of such investments to future impacts of climate change. This can have devastating 
economic and human consequences if a climate change disaster occurs; such as flooded and 
destroyed roads reducing access to markets and medical centers, prolonged power cuts, and/or 
contaminated water causing diseases, disaster usually disproportionately affecting the poor 
populations.  Ensuring that expected climate change impacts are factored in from the start in the 
design of an investment project will help DMCs achieve their national climate change goals and 
targets. 
 
10. The Fund will significantly support ADB’s commitment to double its own climate 
financing from $3 billion to $6 billion by 2020 by increasing the climate change content in an 
ensuing investment project. In addition, the Fund can provide incentives for leveraging further 
investments from external climate change funds and by DMCs themselves as part of their own 
efforts to achieve their Intended Nationally Determined Contributions.    
 
11. The Fund will help ADB’s DMCs (i) build a pipeline of well-prepared, technically sound, 
climate change responsive projects; and (ii) achieve full and timely project results to intended 
beneficiaries. This will be done by enhancing project readiness of climate change responsive 
investment projects. Investment projects, which from the outset have taken advanced actions in 
terms of design preparation and where climate change has been factored into the design, are 
more likely to be implemented on time, achieve the expected outcomes and leverage financing. 
Likewise, improving project readiness will provide better design preparation, including more 
reliable cost estimates and thus, minimizing cost overruns in the future.  
  

III. FUND OBJECTIVES AND SCOPE   

12. The  Fund will support all project preparatory related activities agreed between the 
donors and ADB to help ensure that (i) project readiness is improved and project start-up delays 
are reduced so that activities under an ensuing investment projects are implemented as 
designed and their benefits realized within the planned time frame; and (ii) climate change is 
appropriately addressed in the design of ensuing investment projects, i.e., the designs are 
climate change responsive based on the expected climate change impacts in the project area.   
 
13.  The Fund will provide grant support, primarily through technical assistance (TA) and 
direct charges modality, following the implementation guidelines to be developed for this 
purpose.7  
 

IV. ELIGIBILITY CRITERIA 

14. The Fund will support climate change related project readiness activities, i.e. activities 
prior to ADB approval of an ensuing investment project that aim to (i) improve both design- and 
procurement-readiness; (ii) help DMCs build a pipeline of well-prepared, technically sound and 
climate change-responsive projects; (iii) reduce start-up and implementation delays so that 
                                                
7  TA may cover (i) preparation of DEDs; (ii) preparation and launch of bidding documents; (iii) guidance on advanced 

procurement; and (iv) additional feasibility studies, not included in the original project preparatory TA scope, related 
to project readiness and addressing climate change, such as estimation of costs for adaptation, detailed climate 
risk and vulnerability assessment,  developing baseline data, etc. Direct charges will support additional activities 
that have not been developed as specific project proposals, but are directly related to improving project readiness, 
particularly for climate-change responsive investments such as (i) consultant services and related expenses; (ii) 
surveys, (iii) development of appropriate policy and regulatory framework for advance actions, and/or (iv) capacity 
building for engineering design institutes/departments in agencies and ministries to strengthen local knowledge on 
how to design climate change responsive investment projects. In total, direct charges will not exceed 5% of the 
grant contributions received.  
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expected results are fully achieved and on time; and (iv) strengthen and/or improve the climate 
responsiveness of project designs.  
 
15. All DMCs in Southeast Asia8 are eligible for Fund resources. Project proposals for Fund 
support should satisfy all of the following requirements:  

(i) be linked to a PPTA with an ensuing investment project that is included in the 
respective DMCs’ country operations business plan (COBP), or agreed upon by 
the Government and ADB during the country programming (confirmation) 
mission; 

(ii) address climate change mitigation and/or adaptation, i.e. the ensuing investment 
project should have received a medium or a high rating in ADB’s Climate Change 
Vulnerability Assessment screening; and 

(iii) aim to enhance and/or strengthen the climate change content for the ensuing 
investment project.   

 
16. Eligible activities will be consistent with other relevant criteria, as the donors and ADB 
may agree upon, that may need to be included to ensure relevance and optimal utilization of the 
Fund.   
 

V. CONTRIBUTIONS 
 
17. ADB will accept, on an untied grant basis, contributions to the Fund from bilateral, 
multilateral and other sources, including the private sector.9 Integrity due diligence (IDD) shall 
be conducted for cofinanciers other than bilateral and multilateral agencies in accordance with 
the process and procedures set out in the IDD guidelines referred to in the ADB Operations 
Manual on the role of ADB in combating money laundering and the financing of terrorism.10   
 
18. Contributions to the Fund will be effected through instruments of contribution to be 
executed by  Fund external contributors in the form shown in the Appendix, whereby the donor 
will agree to contribute amounts to the  Fund substantially in accordance with the terms and 
conditions in this paper. Contributions may also be effected through signing a separate 
contribution agreement or memorandum of understanding in accordance with the terms and 
conditions in this paper. 
 
19. Contributions to the Fund will be made in the form of cash in a freely convertible 
currency. Contributions will be deposited into a United States dollar account (the Account) to be 
specified by ADB under the Fund. For contributions received in currencies other than US 
dollars, ADB will upon receipt of the funds, covert them into US dollars and transfer them to the 
Account. 
 
20. Commitments by a donor to the Fund will not be subject to any conditions, except as 
provided in this paper. By depositing an instrument of contribution, the donor will be deemed to 
have accepted the objectives of the Fund and the terms and conditions set forth in this paper. 

 
                                                
8 These are Brunei Darussalam, Cambodia, Indonesia, Lao People’s Democratic Republic, Malaysia, Myanmar, 

Philippines, Singapore, Thailand and Viet Nam.  
9  The Nordic Development Fund (NDF) has indicated its firm commitment to contribute, following its approval on        

8 June 2016 of grant financing of up to €7 million to the Project Readiness Improvement Trust Fund. 
10 ADB 2010. Enhancing the Asian Development Bank’s Role in Combating Money Laundering and the Financing of 

Terrorism. Operations Manual. OM C6/BP. Manila (see footnote 2 of OM C6/OP).  
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21. Contributions will be held, administered, and invested at the discretion of ADB. Pending 
disbursements, ADB may invest and reinvest contributions; any income earned in respect of 
such investment and reinvestment, as well as interest accrued in respect of the Account 
(collectively, the available funds net of expenses) will be credited to the Account and used for 
the purposes of the respective fund, including related administrative expenses. 
 
22. ADB will make withdrawals from the Account as necessary to meet the expenditures of 
projects and activities supported by the available funds. If other currencies are required for 
payment to meet eligible expenditures, ADB may purchase the required currencies with the 
available funds. Any fees and charges relating to such purchase will be paid out of the Account. 
 

VI. IMPLEMENTATION 

23. ADB will act as the Fund manager and process all project proposals. ADB technical 
teams will review proposals and oversee execution of operations to be financed by the Fund.   
 
24. Activities to be supported by the  Fund will be identified, designed, processed, approved, 
and implemented in accordance with applicable ADB policies, procedures, and guidelines, 
including consulting services and procurement, disbursements, gender equality, social and 
environmental safeguards, anticorruption and governance, financial management, and 
reporting.  
 
25. The selection and engagement of consultants will follow ADB’s Guidelines on the Use of 
Consultants (2013, as amended from time to time) and the procurement of goods, works, and 
other services will be carried out in accordance with ADB’s Procurement Guidelines (2015, as 
amended from time to time). Disbursements for TA and direct charges will be in line with the 
Technical Assistance Disbursement Handbook (2010, as amended from to time).  
 

VII. ADMINISTRATION ARRANGEMENTS   

26. ADB will exercise the same care in the discharge of its functions in relation to the Fund 
as it exercises with respect to its own affairs, and will have no further liability in respect of the 
contributions.  
 
27. As a multidonor fund, the Fund will commingle all available funds in the trust fund 
account. ADB will, in accordance with its standard procedures, maintain records and accounts 
that identify the contributions made and the commitments to be financed out of the available 
funds, including eligible activities and administrative expenses. ADB will provide donors 
(contributors) with (i) an annual progress report that analyzes progress made toward expected 
results, and the work program for the coming year; (ii) on a semester basis, a list of projects 
selected for funding; and (iii) special purpose financial statements of the account audited 
annually by ADB’s external auditors within six months after ADB’s fiscal year end. The cost of 
these audits will be charged to the Fund.  

 
28. ADB and the donors will hold annual consultations to review the actual progress 
achieved by the Fund and to provide strategic directions to the Fund. As may be mutually 
agreed, an evaluation of the Fund will be conducted to assess its overall effectiveness, value 
addition and sustainability for greater impact and relevance.  
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29. In accordance with its standard procedures, ADB will charge a service fee to cover its 
incremental cost for the administration, management, supervision and operation of the Fund. 
The service charge will be paid from available funds at the same time as disbursement. 11  
 
30. ADB will promptly inform the contributors of any condition that interferes with, or 
threatens to interfere, with ADB’s administration of the Fund. 
 
31. Unless otherwise agreed by the contributors and ADB, the Fund will terminate when 
ADB declares that it has substantially disbursed the contributions and no replenishment is 
anticipated. At such time, except for actions necessary for winding up the activities of the funds 
in an orderly and expeditious manner, ADB’s functions in relation to the contributions will be 
considered terminated. 

 
32. Unless otherwise agreed by the contributors, upon the termination of the Fund, and 
subsequent liquidation of the respective accounts, any available funds will be returned to the 
individual contributors in proportion to their respective available contributions. Following 
termination of the  Fund, ADB will provide the contributors and the ADB Board of Directors, with 
a final report on the projects and activities supported by it. 
 
33. ADB’s Southeast Asia Department (SERD) will be responsible for coordinating among 
ADB support departments and offices with respect to activities to be supported by the Fund. The 
director general, SERD (or his/her designate), will be responsible for the overall interpretation 
and implementation of the operating principles of the  Fund set forth in this paper,  and ensuring 
that the Fund complies with all applicable ADB policies. SERD will be responsible for monitoring 
the drawdown from the Fund and producing the periodic reports to be submitted to the 
contributors.  

 
34. ADB’s Office of Cofinancing Operations (OCO) will facilitate contributions to the Fund 
and act as the official channel of communication for all financial matters related to contributions 
to the Fund.  
 

VIII. THE PRESIDENT’S DECISION   

35. The President, acting under the authority delegated by the Board, has approved: 
(i) the establishment of the proposed Project Readiness Improvement Trust Fund 

and its administration in accordance with the provisions set forth in this Paper;  
(ii) the acceptance and administration by ADB of contributions to  Fund by bilateral, 

multilateral and individual sources which will be effected through instruments of 
contribution substantially in the form shown in the Appendix;  

and 
 hereby reports this action to the Board. 

 
  

                                                
11  In accordance with the 2009 Board paper Review of the Asian Development Bank’s Service Charges for the 

Administration of Grant Cofinancing from External Sources, as may be amended from time to time.   
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INSTRUMENT OF CONTRIBUTION 

 
 

[date] 
 
Asian Development Bank  
6 ADB Avenue 
Mandaluyong City 
Philippines 
 
 
[Name and identity of contributor] (hereinafter referred to as the "Contributor") hereby 
undertakes to contribute to the [Project Readiness Improvement Trust Fund] (the "Fund") in an 
amount of [$ ] in accordance with the provisions of the Board Paper entitled "Project Readiness 
Improvement Trust Fund" of the Asian Development Bank (the "Paper") and subject to the terms 
and conditions set forth in the Paper.  
 
The contribution will be paid to the Asian Development Bank in the form of immediately 
available funds on or prior to [specify date]. 
 
The contribution shall be paid into [ADB to specify account details]. 
 
Dated this  day of 201_.  
 
For and behalf of 
 
 
Authorized Representative 
 


