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2006 BUDGET MEMORANDUM 



 

 

25 November 2005 
 
 
To: The Board of Directors 
 
 

2006 BUDGET 
 
1. Pursuant to Section 15 of the By-Laws, this memorandum presents for the Board of 
Directors’ consideration the proposed Budget of the Asian Development Bank (ADB) for 2006, 
as summarized in Appendixes 1 and 2.  
 

I. STRATEGIC AND BUDGETARY RESOURCES FRAMEWORK 

2. Conforming to the existing planning practice of ADB, the 2006 Budget has been 
prepared taking into account the thrusts of ADB’s strategies, policies, and approved work 
programs. This chapter summarizes the salient features of the key strategies, policies and the 
Work Program and Budget Framework (WPBF) for 2006–2008,1 which are key drivers in 
formulating the 2006 Budget. 
 
A. Reducing Poverty in Asia and the Pacific: ADB’s Strategic Direction 

3. In 2006, efforts of the ADB will remain focused on reducing poverty, guided by the key 
provisions of the 2004 Enhanced Poverty Reduction Strategy (EPRS).2 
 

1. Three Pillars of the Poverty Reduction Strategy 

4. The EPRS comprises three pillars (i) pro-poor, sustainable economic growth; (ii) 
inclusive social development; and (iii) good governance. The relative prioritization of pillars and 
themes will be country specific, to be determined through the country programming process 
based on thorough diagnostic work and related dialogue with each country. To offer more 
customized and effective support to the individual country context, ADB will pilot test new 
approaches to deliver more direct, timely, and relevant support to priority development needs. 
This will include introducing new modalities and financing instruments to permit more localized 
approaches to development assistance to achieve greater development impact as well as 
reduce transaction costs for developing member countries (DMCs).  
 
5. The promotion of sustainable, socially inclusive, pro-poor economic growth underpinned 
by good governance has emerged as a major priority across country strategies and programs 
(CSPs). As such, the focus is on contributing to the region’s huge needs for investment in 
infrastructure, productivity enhancement, and technology and human capital development, while 
supporting the development of efficient and responsive government. As part of the EPRS, ADB 
will support greater private sector participation through such activities as creating enabling 
conditions, generating business opportunities, and catalyzing private sector investments.  
 
6. EPRS implementation will involve increasing the country focus to align ADB operations 
with national poverty reduction strategies, foster partnerships, emphasize achievement of the 

                                                 
1   ADB. 2005. Work Program and Budget Framework (2006–2008). Manila. 
2  ADB. 2004. Review of the Asian Development Bank’s Poverty Reduction Strategy. Manila.   
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Millennium Development Goals (MDGs),3 and increase attention to results and performance 
monitoring and evaluation. The EPRS also emphasizes the importance of capacity 
development, recently added as a new theme. 
 
7. ADB has a clear mandate to support the DMCs, but must enhance its development 
effectiveness and responsiveness, and increase net resource transfers and the value-addition of 
its operations. This will be achieved primarily through improved project implementation, 
disbursements, and new high-impact interventions.  
 

2. Operationalizing the Thematic Priorities of the EPRS 

8. ADB’s work program in 2006 reflects the five thematic priorities of the EPRS: (i) private 
sector development, (ii) environmental sustainability, (iii) gender and development, (iv) regional 
cooperation, and (v) capacity development. As with the EPRS’ three pillars, ADB will adopt a 
prioritized and selective approach to operationalizing the thematic priorities based on specific 
DMC circumstances and needs as identified in the CSP. Within this framework, ADB will 
continue to support non-income MDG attainment in Asia and the Pacific.  
 
9. In 2006, particular emphasis will be placed on promoting regional cooperation and 
integration. This reflects ADB’s established core competence in this field, and is in direct 
response to a rapidly growing need for intervention by DMCs and regions. ADB will focus 
primarily on subregional initiatives; subregional cooperation; trade and investment; monetary 
and financial cooperation; regional public goods; and cross-border issues such as 
environmental degradation, communicable diseases, and migration of workers.  
 

3. Improving the Effectiveness of ADB Operations  

10. As one of the initiatives under the Reform Agenda,4 managing for development results 
(MfDR) is the core principle underlying the planning and execution of the 2006 work program. 
ADB will (i) continue to work on the MfDR action plan at the country and institutional levels, and 
through global partnerships; (ii) pursue its extensive collaboration with other multilateral 
development banks (MDBs) and development partners on MfDR; and (iii) promote the 
development of results-based approaches for DMC public sector management through the 
MfDR Cooperation Fund.5 
 
11. At the country level, ADB will continue to implement its commitment to adopt results-
based CSPs (RB-CSPs). All new CSPs will include a results framework. ADB’s work on RB-
CSPs will focus on (i) institutionalizing the RB-CSP preparation process as experience is 
gained, (ii) assisting in operationalizing the approved RB-CSPs through effective monitoring and 
evaluation processes, and (iii) disseminating lessons learned and best practices for ADB staff in 
headquarters and resident missions.  
 

                                                 
3  According to a recent regional report jointly prepared by ADB, United Nations Economic and Social Commission for 

Asia and the Pacific, and United Nations Development Programme, many DMCs are yet to be on track to achieve 
the MDGs. This refers particularly to the non-income MDGs, including indicators related to education, health, 
water, and sanitation.  

4  ADB launched the Reform Agenda in 2004 to improve ADB’s organizational effectiveness. The Reform Agenda 
includes 19 initiatives, some of which are elaborated in Chapter III. 

5  ADB. 2004. Establishing a Cooperation Fund in Support of Managing for Development Results. Manila. 
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12. At the institutional level, work will continue on the design of results monitoring and 
reporting systems for the EPRS. Reports on implementation progress will be prepared annually, 
assessing overall ADB performance. ADB will continue to improve monitoring and results 
reporting in the strategic planning and budgeting processes and related documentation, 
including the Medium-Term Strategy II (MTS II), WPBF reporting system, and a comprehensive 
MfDR status report for the Asian Development Fund (ADF) IX midterm review. Proposals for 
moving forward and, as required, adjusting ADB’s results agenda building on the 2005 
independent assessment of MfDR will be examined. 
 

4. Building Country Ownership and Effective Partnerships 

13. In line with the Paris Declaration on Aid Effectiveness (Paris Declaration),6 greater 
alignment of ADB assistance with the DMCs’ own policies and plans is a priority. ADB 
assistance for policy formulation and planning—as well as related capacity building—is 
therefore expected to be a growing focus area, and to contribute to the strengthening of country 
ownership.  
 
14. Given the magnitude of the poverty reduction challenge in the region, ADB operations 
will emphasize cooperation with development partners to achieve the MDGs through collective 
and harmonized efforts where requested by DMC authorities. ADB is committed to take a 
phased approach to mainstreaming the key provisions of the Paris Declaration in its operations, 
especially in CSPs. The 2006 actions to further harmonize ADB’s work with that of other 
development partners will include greater use of joint CSPs, program-based approaches, and 
joint project management arrangements. In parallel, ADB will work to more closely align 
assistance with the DMCs’ own policies, priorities, plans, and systems.  
 
B. 2006 Work Program and Budget Framework 

15. The 2006 Budget is primarily based on the WPBF (2006–2008) discussed by the Board 
of Directors on 11 October 2005. To the extent possible, this budget document takes into 
consideration the guidance and directions provided by the Board at that meeting. 
 
16. The 2006 work program reflects (i) the aggregate assistance programs as defined in the 
CSPs and CSP updates, and adjusted to factor in uncertainties in ordinary capital resources 
(OCR) lending to some DMCs; (ii) the pressing need to improve the quality of portfolio 
management; and (iii) an improved and more strategic use of nonlending products, especially 
technical assistance (TA) and knowledge-based activities. Similarly, the lending levels applied 
for the budget formulation are based on (i) the status of the pipeline in terms of firm and standby 
loans and projected disbursement ratios, (ii) an updated assessment of DMCs’ expected 
operational environment in 2006, (iii) actual lending levels achieved in previous years relative to 
planning figures set in the WPBF, and (iv) views expressed by the Board of Directors during the 
WPBF discussions. The process of budget formulation balances DMC needs with ADB’s priority 
to enhance its development effectiveness. 
  

                                                 
6  The Paris Declaration on Aid Effectiveness was endorsed on 2 March 2005 at the Second High Level Forum held 

in Paris attended by ministers, and heads of agencies representing about 60 partner countries and more than 50 
multilateral and bilateral development institutions. ADB as a sponsor together with OECD-DAC as chair presided 
over the final plenary session at which the Paris Declaration was endorsed. The Paris Declaration represents an 
international consensus to improve aid effectiveness, based on mutual responsibility among partner countries and 
donors alike. 
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17. The most significant feature of the 2006 budget framework is that ADB’s administrative 
budget has no real increase for the first time since 1999. This will mainly be achieved by not 
increasing the professional staff complement in 2006 and sequestration of staff and budgetary 
resources. This calls on all departments and offices to rigorously prioritize 2006 work programs 
and exercise maximum selectivity. Staff and other budget resources for new initiatives will have 
to be met through redeployment, trade-offs (discontinuation or downscaling of other activities), 
productivity gains, and other efficiency measures. These actions are directed toward more 
effective and efficient use of resources, which are considered essential to ensure ADB’s 
relevance, responsiveness, and results orientation. 
 
18. To facilitate prioritized distribution of resources under a zero real growth budget 
scenario, all departments and offices were asked to surrender 5% of both their staff positions7 
and discretionary expense budgets. The vacant positions surrendered will be redeployed to help 
address immediate work program priorities. The staff skills mix for meeting such priorities will be 
improved in the process. Moreover, vacancies generated by the Enhanced Separation Program 
(ESP) will contribute to skills mix adjustments and additional staff redeployment in anticipation 
of the MTS II and for the Innovation and Efficiency Initiatives (IEI).  
 
19. ADB will be guided by the following principles in determining its allocation of 
sequestered resources to meet its highest priorities. 
 

(i) Regional departments. Support ADB-wide initiatives to scale up the 
development impact of ADB work by increasing financial assistance and 
building robust pipelines, meeting DMC priority needs through pilot tests of 
new instruments and modalities under the IEI, and initiating operations in new 
member countries. 

 
(ii) Portfolio management. Improve portfolio performance by allocating 

resources to improve project quality, and increase delegation to the resident 
missions. 

 
(iii) Private sector operations. Manage the work load in project processing and 

portfolio administration of private sector projects, and extend the reach of the 
private sector in unserved DMCs. 

 
(iv) Reform agenda initiatives. Continue implementation of the MfDR action plan 

and ADB’s Reform Agenda, including the 2004 Human Resource Strategy 
(HRS). 

 
(v) Regional economic cooperation and integration. Strengthen regional 

economic cooperation and integration efforts by increasing coverage in areas 
of subregional economic cooperation, trade, and investment, as well as bond 
market development. 

 
(vi) Public communications policy. Implement ADB’s Public Communications 

Policy (PCP) by building capacity in external relations development, campaign 

                                                 
7  Departments with total authorized professional staff positions of 20 or more were part of the sequestration 

exercise. Each department concerned need not identify positions for relinquishment, but must keep at least 5% of 
its authorized professional staff positions vacant. 
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coordination, and networking with academia; and development of substantive 
new relationships with selected target audiences. 

 
(vii) Credit risk management. Strengthen credit assessment capacity to support 

the expansion of ADB in lending to the private and public sectors on a limited 
or non-recourse basis.  

 
(viii) COSO framework. Increase support for implementation of the Integrated 

Internal Control Framework of the Committee of Sponsoring Organizations of 
the Treadway Commission (COSO) (COSO framework)8 to improve internal 
controls over external reporting and conduct compliance testing.  

 
(ix)  ADF-related matters. Increase support for ADF-related matters, such as 

performance-based allocation (PBA), ADF IX midterm review, and upgrading 
of ADB’s financial management and systems capacity to improve ADF 
borrowers’ debt management and financial planning. 

 
20. Thus, 2006 will be a year of consolidation. After several years of increases in the 
number of professional staff, available resources must be assessed and as required redeployed 
to new initiatives, emerging institutional priorities, and other high workload areas. An in-depth 
assessment and partial redeployment of available resources will help ADB establish a sound 
human resource framework. A thorough inventory of available skills and an assessment of both 
the staffing and skills gap will facilitate the implementation of the IEI and MTS II.   
 
C. Review and Development of Policy, Strategy, and Other Important       

Documents, 2005–2006  

21. In 2005, ADB adopted policies to enable the institution to enhance development 
effectiveness, including the PCP and several initiatives under the IEI. As part of the HRS, a 
comprehensive review of compensation and benefits for professional staff was undertaken. 
 
22. Ongoing strategic reviews aim to enhance ADB’s development effectiveness. In 
particular, ADB is working on (i) its partnership framework with middle-income and OCR 
countries in recognition of the specific needs of these countries and ADB’s need to maximize its 
relevance, value-addition, and development impact; and (ii) improved management of TA 
resources to ensure the TA program is more closely linked with the CSPs’ strategic framework 
and lending program, and to avoid the risk that an ad hoc and unprioritized TA program 
undermines the development of a sound project pipeline. Implementation of ADB’s water policy, 
urban sector strategy, and transport strategy are also being reviewed. 
 
23. ADB is in the process of formulating the MTS II, which is expected to be launched in 
early 2006. Among the critical issues to be addressed are enhancing ADB’s relevance and 
responsiveness to the needs of individual DMCs and of the region as a whole, as well as 
strengthening ADB as a results-oriented regional partner and knowledge institution. The MTS II 
will integrate key findings from relevant ongoing strategic and policy reviews, such as private 
                                                 
8  COSO is a voluntary private sector organization formed in 1985 to sponsor the National Commission on Fraudulent 

Financial Reporting. In 1992, it issued a landmark report on internal control, Internal Control – Integrated 
Framework, which provides a sound basis for establishing internal control systems and determining their 
effectiveness. The report sets out five key control components (control environment, risk assessment, control 
activities, information and communication, and monitoring); outlines the roles and responsibilities of concerned 
parties; and establishes the means to monitor, evaluate, and report on internal controls.  
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sector development, regional cooperation and integration strategy, partnership with middle-
income and OCR countries, and strategic use of TA programs. It will also identify how ADB can 
exercise greater selectivity in its operations to optimize the impact of its interventions and use of 
its limited resources. This will be accompanied by measures to build up ADB’s competencies 
and skills.    
 
24. Subsequent to the approval of the ADF currency management proposal9 to provide ADF 
borrowers with a simplified and predictable currency system (paras. 156–159), the ADF IX 
midterm review will be carried out in the fourth quarter of 2006. The review is the central 
accountability mechanism for ADF IX and plays a key role in donor oversight and results-based 
management. It will draw upon and complement post evaluation work and results-based tools 
being developed internally. Anticipated areas of the midterm review coverage include (i) 
financial position of ADF IX, (ii) mobilization and use of ADF IX resources, (iii) review of ADF 
grants, (iv) review of PBA, (v) progress on MfDR, (vi) ADB experience with its approach to 
weakly performing DMCs, (vii) implementation of the HRS, and (viii) planning for ADF X. 
 
25. Other policy and strategy work in 2006 will be highly selective, with priority given to 
ADB’s response to key emerging issues in the DMCs. In particular, reviews of the energy sector 
strategy will be carried out, and a policy statement on environmental and social safeguards will 
be prepared to ensure sustainability of interventions. A summary of ongoing and planned 
reviews of policies and strategies for 2005–2006 is presented in Box 1. 

                                                 
9  ADB. 2005. Asian Development Fund Currency Management Proposal. Manila.   
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Box 1: Development and Reviews: Key Policy, Strategy, and Other Important Documents, 

2005–2006 
   
Approved/Discussed Ongoing (continued) Ongoing (continued) 
• Public communications policy 

of ADB 
• Introducing the local currency 

loan products 
• Pilot financing instruments and 

modalities 
• Cost sharing and eligibility of 

expenditures for ADB 
financing: a new approach 

• Work Program and Budget 
Framework (2006–2008) 

• A review of accounting policy 
on currency exchange rates 
used for financial reporting and 
transactions 

• Organizational adjustment for 
enhanced operational 
effectiveness 

• Business continuity 
management 

• ADF currency management 
proposal 

• Comprehensive review of 
compensation and benefits for 
professional staff 

 
Ongoing 
• Medium term strategy (MTS)  II 
• Report on MTS I 
• Enhancing partnership 

framework with middle-
income/OCR countries 

• ADB’s approach to regional 
cooperation 

• Enhancing effectiveness of 
technical assistance 
management 

• Review of ADB’s 1998 
graduation policy 

• Review of the implementation of 
the private sector development 
strategy 

• Comprehensive review of 
ADB’s water policy 
implementation 

• Urban sector strategy 
• Transport strategy and 

sustainable development 
• Integrating capacity 

development into country 
programs and operations: 
proposed medium-term 
framework and action plan 

• The use of consultants by ADB 
and its borrowers 

• Revising the procurement 
guidelines 

• Review of ADB’s cofinancing 
strategy 

• Review of ADB’s credit 
enhancement and guarantee 
policy 

• Review of the policy on 
supplementary financing of cost 
overruns of ADB-financed 
projects 

• Review and evaluation of the 
policy on gender and 
development 

• Review of the 
implementation of 
governance and 
anticorruption policies 

• Review of ADB’s law and 
policy reforms interventions  

• Assessment of ADB’s 
research 

• Review of ADB’s financial 
policies on equity, liquidity, 
investment and capital 
adequacy 

• Review of ADB’s loan 
products 

 
Planned 
• Review of loan charges and 

allocation of 2005 income 
• Annual borrowing program 
• Energy sector strategy 
• ADB policy statement on 

environmental and social 
safeguards 

• Review of resident mission 
operations 

• Approach to weakly 
performing DMCs 

• ADF IX midterm review 
 
 

 
 
 

II. HIGHLIGHTS OF THE 2006 PROGRAM 

26. ADB’s work program for 2006 has been formulated to provide more effective 
development assistance to each DMC in the region. The work program contains prioritized 
actions to make ADB more results-oriented, relevant and responsive to the needs of clients. 
Table 1 summarizes ADB’s key deliverables for 2006, and the broad resource parameters 
proposed under the 2006 Budget. The complete performance indicators on ADB’s deliverables, 
covering 14 areas, are presented in the WPBF for 2006–2008.10 These indicators have been 
extensively discussed and remain valid. The indicators will be used as  a  basis  for   the  WPBF 

                                                 
10  Appendix 8 of the Work Program and Budget Framework, 2006–2008.  
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Actual 2005 2006
Item 2002-2004 Current Program/

Average 2004 Estimate Budget
A. Outputs

Portfolio Management (number) a

   Loan Projects (Public Sector) 431 415 430 434
   Private Sector Operations 92 97 99–105 100–110
   Technical Assistance 907 1,016 937 773

Loan Disbursements ($ million) b 3,860.2  3,563.0  4,062.0      4,520.0      
Project at Risk (% by Number of Loan)
    Program Loans c -             19          18             18             
    Project Loans 14        12        11            10            
Technical Assistance Disbursements ($ million) 157.3 133.2 224.0 162.0

Public Sector Lending d

   Projects (number) 62 58 69 88
   Amount ($ million) 5,465.0 4,946.5 7,062.1 7,231.7
      Regular Operations 5,465.0 4,946.5 5,045.6 6,579.8
      ADF Grants (Stand Alone) -           -           176.5       56.9         
      IEI Multitranche -           -           1,520.0 -               
      Emergency Assistance -           -           320.0 595.0
Private Sector Operations e

   Approvals (number) 10 16 17 19–21
   Amount ($ million) 536.8 807.2 823.1 1,100.0

Cofinancing, Guarantee, and Grant Operations
   Cofinancing/Guarantee

   Projects (number) 33 33 40 40–45
   Amount ($ million) 2,563.8  2,441.5  4,060.0     2,500–3,100

   Grants-Regular (GEF, JFICT, JFPR)
   Projects (number) 16 22          28             20             
   Amount ($ million) 42.8       43.9       47.3           40.0          

   Grants-Emergency (ATF, JFPR, PEF)
   Projects (number) -             -             13             -                
   Amount ($ million) -             -             654.0        -                

Technical Assistance Processing
   Projects (number) 321 323 324 256
   Amount ($ million) 184.1 196.6 234.3 180.0

Country Strategic, Economic, Thematic and 
Sector Work (number)
   CSP/RCSP 6 3 6 12
   CSPU/RCSPU 24 26 20 24
   Economic, Thematic and Sector Works f 98 139 124 93
Research and General Economic Work (number)
   Studies/Research Papers 99 87 90 70
Operations Evaluation (number)
   Project Performance Audit Reports 24 18 23 24
   Special Studies, CAPE, Other Studies 18 15 16 26

[Confidential information from this table has been removed in accordance with ADB's Public Communication Policy 
(2005) paragraph 126].  

Table 1: Work Program and Resource Parameters 
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Table 1—Continued 

Actual 2005 2006
Item 2002-2004 Current Program/

Average 2004 Estimate Budget  
B. Resources

Authorized Staff Positions (number) g

     Professional Staff 767 797 824 824
     National Officers 1,384 392 429 452
     Administrative Staff 1,040 1,057 1,064
Internal Administrative Expenses ($ million) 254.0 275.0 296.6 312.9

- = data not available, CSP/U = Country Strategy and Program/Update,
      RCSP/U = Regional Cooperation Strategy/Update; CAPE = Country Assistance Program Evaluation.

a As of end of the year.
b Public and private sector loans.
c The 2002 and 2003 figures for projects at risk were not segregated by program and project loans.
d Projected 2005 and 2006 figures are as of 22 November 2005.
e A private sector project may involve loan, equity investment, guarantees and other instruments.
f Non-TA funded studies and policy or strategy papers.
g Excluding the Office of the Compliance Review Panel, Operations Evaluation Department, 

h Excludes the impact of grants that were introduced in ADF IX (2005–2008).
Director Advisors, and support staff of the Board of Directors.

[Confidential information from this table has been removed in accordance with ADB's Public Communications Policy 
(2005) paragraph 126].

 
 
 
review in mid 2006. Appendixes 1 and 2 provide a complete overview of the 2006 internal 
administrative expenses and annual capital budgets. Appendix 3 provides a cross-year 
comparison of selected outputs and financial measures. This chapter discusses seven broad 
areas of ADB’s 2006 work program: (i) country operations, (ii) regional cooperation and 
integration, (iii) risk management, (iv) knowledge management, (v) public communications and 
external relations, (vi) finance and administration, and (vii) audit and anticorruption program. 

 
A. Responding to Region and Country Needs  

1. Country Operations 

a. Country Strategies and Programs 

27. The key result area for country operations is the effective delivery of relevant and 
responsive programs in DMCs, based on a sound understanding of the country context and its 
priority needs. Special attention will be accorded to (i) focused and responsive country 
strategies and programs; (ii) well-designed and flexible lending, equity, guarantee, and TA 
interventions; and (iii) effective support to portfolio implementation to deliver the results.   
 
28. A focused and responsive CSP is a critical step to ensure relevance and responsiveness 
of ADB operations. In 2006, 11 new CSPs will be presented to the Board and another 20 CSP 
updates will be prepared (Table 2). In line with the commitments under the Paris Declaration, 
new CSPs are being realigned with the countries’ new development strategies and plans (e.g., 
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Bhutan, People’s Republic of China [PRC], Indonesia, Lao People’s Democratic Republic, and 
Viet Nam). New CSPs for Kyrgyz Republic and Viet Nam for Board consideration in 2006 are 
being prepared together with the World Bank and bilateral funding agencies. As was the case 
for CSPs approved in 2005, all CSPs presented to the Board in 2006 will be results-based, 
encompassing a results framework, monitoring mechanism, and indicators to measure progress 
and impact.  
 

Table 2: 2006 Work Plan for Country Strategies and Programs 
 

Item South Asia Mekong East and Central 
Asia 

Southeast 
Asia 

Pacific Total 

CSPs Afghanistan 
 

Lao PDR 
Viet Nam 
Thailanda 

Azerbaijan 
Kyrgyz Republic 
PRC 
ERIOS – Armenia 
 

Indonesia Papua New Guinea 
Fiji Islands 

11 

CSP 
Updates 

India 
Maldives 
Nepal 
Pakistan 
Sri Lanka 
Bangladesh 
Bhutan 

Cambodia Tajikistan 
Kazakhstan 
Uzbekistan 
Mongolia 
 

 Cook Islands 
Marshall Islands 
Palau, Samoa 
Solomon Islands 
Tonga, Tuvalu 
Vanuatu 

20 

PRC = People’s Republic of China, CSP = country strategy and program; ERIOS = Economic Report and Interim 
Operational Strategy, Lao PDR = Lao People’s Democratic Republic. 
a A country partnership framework (CPF) is being formulated for Thailand. 
 
29. CSPs will place major emphasis on promoting greater synergy between public and 
private sector operations. For example, CSP preparation in the PRC has started with a joint 
private sector assessment by the regional department and Private Sector Operations 
Department (PSOD).  
 
30. Effectiveness and efficiency of the CSP process was reviewed in 2005 under the IEI. To 
improve the focus and resource allocation for the formulation of quality CSPs, an option in the 
medium term is to discontinue preparation of the annual CSP updates (except when changes in 
a country’s situation require major program reorientation). The current average cost for a CSP 
update is $145,000 per country. Part of the staff time and resources freed from the CSP update 
exercise could be redeployed to enhance the quality of the CSP, and monitoring of its 
implementation. 
 
31. In countries where economic, thematic, and sector analysis are readily available, the 
CSP process could be simplified. A proposal to adopt a country partnership framework (CPF) in 
lieu of a CSP for such countries is under discussion in Thailand. A CPF approach would foster a 
greater synergy between public and private sector operations as well as country and regional 
operations. A CPF will allow for greater flexibility and timely responses to the changing country 
context and market opportunities. The CPF concept will be proposed in the forthcoming paper 
on the CSP and Business Process under the IEI.  
 

b. Loans to Government or with Government Guarantee 

32. The 2006 lending level for public sector operations is projected at $7,232 million or 2% 
above the 2005 estimate and 32% higher than the 2002–2004 average lending. This comprises 
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88 projects, totaling $4,932 million in OCR loans, $1,705 million in ADF financing inclusive of 
ADF stand alone grants totaling about $57 million, and $595 million in emergency assistance to 
Pakistan (Table 3). However, as in any other year, the 2006 work program of the regional 
departments also includes projects under preparation for consideration in 2007 and beyond, 
some of which may reach Board consideration in 2006 if the country and ADB are both satisfied 
with the project readiness.  
 

Table 3: Public Sector Lending by Funding Source 
  

2005 Percent
Item 2004 Current 2006 Increase (Decrease)

Actual Program b Estimate c Program c over 2005 Estimate

Loan Projects Approved (number) a 58         79             69             88           d 28      

      OCR Loans 27         35             28             43           54      
      ADF Loans 47         51             57             62           9        

Regular Operations -            -               47             56           19      
ADF Grants (stand alone projects) -            -               9               6             (33)     
Emergency Assistance -            -               1               -              -         

Lending Commitments ($ million) 4,947    6,028        7,062        7,232      d 2        

      OCR Loans consisting of:   
Regular Operations 3,705    4,784        3,833        4,932      29      
IEI Multitranche -            -               1,520        -              -         
Emergency Assistance -            -               100           - -         

      ADF Loans   
Regular Operations e 1,242    1,244        1,213        1,648      36      
ADF Grants (stand alone projects) -            -               177           57           (68)     
Emergency Assistance -            -               220           -              -

- = 0 or data not available; ADF = Asian Development Fund; OCR = ordinary capital resources. 
a  A project financed from both OCR and ADF is counted as one project.  
b  From Table 4 of ADB. 2004. Budget of the Asian Development Bank for 2005 . Manila.
c  Projections as of 22 November 2005.

e  Includes ADF grants blended with OCR or ADF loans.

d  The overall figures include emergency assistance to Pakistan in the amount of $595 million - the financing mix is to be determined.
   The amount is not shown in OCR and ADF segregation.

 
 
33. The regional breakdown of the planned operational program is provided in Appendix 4.  
The progress in achieving these deliverables and other operational indicators provided in the 
WPBF for 2006-2008 will be assessed during 2006 and associated resource requirements will 
be adjusted at mid-year. The progress and operational indicators will also be considered when 
determining resource allocation for 2007. 
    
34. As illustrated in Figure 1, the distribution of the EPRS’ pillars and themes under the 2006 
lending program differ significantly between the OCR and ADF operations and across countries. 
For 2006, 90% of OCR loans will support the economic growth goal, 28% inclusive social 
development, and 36% governance. By themes, 25% support private sector development, 20% 
environmental sustainability, 4% regional cooperation, 9% capacity building, and 3% gender 
and development. For 2006, 58% of ADF loans and grants support economic growth, 56% 
inclusive social development, and 25% governance. By theme, 18% support gender and 
development, and 10% support environment with ADF support to other themes relatively low 
(private sector development 4%, regional cooperation 4%, and capacity building 4%). 
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Figure 1: 2006 Lending Operations by Theme 
(percentage of loan amount) 
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Thematic Distribution of 2006 ADF Program

0%

20%

40%

60%

80%

100%

ECG GOV ISD ENV GAD PSD REG CD

Themes
%

 o
f 2

00
6 

A
D

F 
Pr

og
ra

m

 
ADF = Asian Development Fund; CD = capacity development; ECG = economic growth; ENV = environmental 
sustainability; GAD = gender and development; GOV = governance; ISD = inclusive social development; OCR = 
ordinary capital resources; PSD = private sector development; REG = regional cooperation. 
Note: Percentages may add to more than 100 due to multitheme projects. 
 
35. Aggregate sector distribution of the 2006 lending program is provided in Table 4. It 
shows that 18% of the 2006 lending volume (OCR and ADF) will be for transport and 
communications, 18% for energy, and 16% for agriculture and natural resources. As depicted in 
Figure 2, the 2006 public sector lending program disaggregated by region shows wide variations 
across regions in terms of the relative distribution and proportion of sectors.   
 

Table 4: Public Sector Lending Operations by Sector 
(percentage of loan amount) 

 
2005 2006

Sector  Current Estimate b

$ million   % $ million   % $ million   % $ million    %

Agriculture and Natural Resources 199 4 636 11 307 4 1,148 16
Education 278 6 137 2 75 1 334 5
Energy 707 14 545 9 615 9 1,323 18
Finance 100 2 294 5 418 6 964 13
Health, Nutrition, Social Protection 273 6 210 3 132 2 124 2
Industry and Trade 148 3 250 4 25 0 115 2
Law, Eonomic Management, and Public Policy 584 12 100 2 607 9 55 1
Multisector 651 13 106 2 655 9 786 11
Transport and Communications 1,976 40 2,863 47 3,583 51 1,292 18
Water Supply, Sanitation, and Waste Management 30 1 888 15 646 9 1,090 15

     Total 4,946 100 6,028 100 7,062 100 7,232 100

2004
Actual Program a Program b

 
a From Table 5 of ADB. 2004. Budget of the Asian Development Bank for 2005. Manila. Represents estimates as of October 2004. 
b  Projection as of 22 November 2005. 
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36. For 2006, the South Asia region anticipates the approval of 28 public sector projects for 
$2.71 billion including ADF grant projects, covering transport, agriculture, water, industry and 
trade, finance, law and public management, energy, and education. The operational program in 
South Asia will expedite implementation of support for reconstruction of the infrastructure 
damaged by the earthquake in Pakistan, including processing of an additional assistance for 
about $595 million.   
 

Figure 2: Public Sector Lending Program Distribution by Sector and Region, 2006 
(percentage of project counts) 
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ADB = Asian Development Bank; ECRD = East and Central Asia Department; MKRD = Mekong Department;      
PARD = Pacific Department; SARD = South Asia Department; SERD = Southeast Asia Department. 
 
37. The Mekong region anticipates approval of 15 projects for $403 million including ADF 
grant projects, mainly covering the transport, education, agriculture and natural resources, and 
industry and trade sectors; as well as law and public sector management.  
 
38. The East and Central Asia region envisages approval of 25 projects for $1.87 billion, 
including ADF grant projects. Lending operations will cover water supply and sanitation, 
education and health, urban development, agriculture and natural resource management, 
transport, and energy. Some key features of the East and Central Asia Department’s operations 
are program diversification in the PRC, start-up operations in new DMCs, expanded regional 
cooperation, and enhanced decentralization.  
 
39. The Southeast Asia region anticipates approval of 14 projects for $1.52 billion. They will 
respond to Indonesia’s requirement to step up investment in infrastructure, as well as support 
more flexible programmatic support for poverty reduction and achievement of the MDGs in 
Indonesia and the Philippines, and more effective partnership with subnational entities.  
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40. The Pacific region anticipates the approval of 5 projects for $126.0 million including ADF 
grant operations. OCR operations in the region will focus on the Fiji Islands, Papua New 
Guinea, and Samoa, while ADF grants will be strategically used in Solomon Islands and Timor-
Leste. Projects in the Pacific will generally be multisector in nature with some focus on the water 
supply, sanitation, and waste management, and education sectors. 
  

c. Private Sector Operations  

41. Commitments for new private sector operations in 2006 are estimated to reach  
$1.1 billion, about 34% higher than projected in 2005. This includes about 19–21 transactions, 
covering loans, equity investment, and guarantees (Table 5); and is inclusive of the local 
currency loan products introduced in 2005.  
 

Table 5: Private Sector Operations   
  

2005 2006
2004 Current  

Actual Program Estimate Program a

Loans
Number 6 10–17 7 10–12
Amount ($ million) 346.9 568–720 536.0 785.6

Equity Operations
Number 12 7–8 10 10-13
Amount ($ million) 185.0 65.5–74 217.1 240.9

Political Risk Guarantee  
Number 1 1 1 -
Amount ($ million) 10.0 50.0 50.0 -

Partial Credit Guarantee 
Number 1 5-8 1             2
Amount ($ million) 65.3 112.5–310 20.0        73.5

Swap with DMC  
Number 1 -                 -              
Amount ($ million) 200.0 -                 -               

Total Private Sector Approvals  

Approvals (number) b 16 15–18 17 19–21
Amount ($ million) 807.2 800–1,100 823.1 1,100.0   

ADB's Direct Funding (Loans and Equity Operations) 531.9 633.5–794 753.1 1,026.5   

Total Investment Facilitated ($ million) 1,628.0 3,231–4,049 8,112.2 d 3,500.0 e

Leverage Ratio c 2.1 4.1 9.8 2.4

a PSOD's pipeline changes in size, composition, and number of projects throughout the year as private sector projects are largely 
driven by market developments and the ability of sponsors to meet the requirements of investors and/or lenders.  Unless there
is a strong indication that a project will achieve financial closure, PSOD does not submit the project for Board consideration.

b Year-end figures.  A project that uses two or more instruments is counted as one.  
c Leverage ratio is computed as funding from other sources over ADB's direct funding.
d Indicative, includes 2 large projects (i) Nam Theun 2 in Lao PDR ($1.45 billion) and (ii) an LNG project in Indonesia ($6.3 billion).
e

Indicative.

Item
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42. Private sector operations continue to be fairly significant in countries such as 
Bangladesh, the PRC, India, and Sri Lanka. PSOD has started to diversify its operations in 
other DMCs (Box 2). Diversification will also involve reactivating private sector operations in 
Indonesia (where ADB has not undertaken any loans or equity investments to the private sector 
in over 10 years) and Pakistan. To support the geographic diversification of PSOD operations 
and to be closer to the host governments and project developers, PSOD has redeployed staff to 
resident missions in India and Thailand (TRM). A private sector specialist will also be recruited 
to join the PRC resident mission. This arrangement is expected to facilitate future public-private-
partnerships in these countries.   
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

d. Innovation and Efficiency Initiative  

43. Pilot testing of new IEI financing instruments and modalities will be conducted over the 
next 3 years.11 This is expected to enhance flexibility and provide new opportunities for ADB to 
serve additional sets of clients. In 2006, ADB will pilot test subsovereign-nonsovereign lending 
without government guarantees under the IEI. Entities in India, Kazakhstan, and Pakistan are 
likely to use such a modality. This will involve greater collaboration and synergy between 
regional departments and private sector operations. The incremental costs to the regional 
departments for processing these interventions will initially be absorbed by ADB’s TA resources 
and staff consultant budget. However, the IEI instruments are likely to require additional 
resources for regional departments, particularly during implementation of the multitranche 
facility. These resource implications will be closely examined during pilot testing. The special 
initiatives group of the Regional and Sustainable Development Department (RSDD) will be 
assisting the regional departments in operationalizing and implementing the new instruments. 
The special initiatives group will also support application of the clean development mechanism, 
an innovative mechanism/facility to support environmental sustainability (Box 3). 
 
44. Local currency loans will reduce currency exchange risks for borrowers, promote capital 
market development, and catalyze local financing. Activities in 2006 will focus on assessing 
DMC demand for this product during the CSP process, promoting borrowers’ awareness of the 

                                                 
11  ADB. 2005. Pilot Financing Instruments and Modalities, Introducing the Local Currency Loan Product, and Cost-

Sharing and Eligibility of Expenditures for Asian Development Bank Financing: A New Approach. Manila. 

Box 2: Private Sector Activities 
 

 In 2004, Asian Development Bank (ADB) assistance to private sector projects in Afghanistan 
and Mongolia was approved. In Afghanistan, ADB approved equity investments in banking and the 
financial sector, and a loan with a supplemental political risk guarantee to support the 
telecommunications network. In Mongolia, financial assistance in the form of a direct loan and equity 
investment was provided to a newly privatized state-owned bank. 
 
 In 2005, another equity investment was approved for an investment fund in Afghanistan. The 
Private Sector Operations Department (PSOD) also began its operations in the smaller developing 
member countries of the Mekong region. The first private sector project in Lao People’s Democratic 
Republic to assist the Nam Theun 2 Power Company was approved. Assistance for certain projects in 
Cambodia are under consideration.  
 

PSOD is also expanding its operations in the Central Asian republics, such as Azerbaijan, 
Kazakhstan, and Uzbekistan. As part of its mandate to extend its reach to unserved developing 
member countries, PSOD’s Trade Finance Facilitation Program is also being implemented to include 
some of the Central Asian republics. 
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local currency loan product through outreach programs, and training ADB staff on the features 
of the local currency loans. These activities will be carried out by existing staff. Additional staff 
resources to support the funding and investment program as well as legal documentation for 
local currency operations will be provided as necessary. 
 

Box 3: Clean Development Mechanism 
 

The clean development mechanism was created as one of three market mechanisms to mitigate 
global climate change under the Kyoto Protocol of the United Nations Framework Convention on Climate 
Change. The Kyoto Protocol sets targets on industrialized countries for the reduction of greenhouse gas 
emissions, which became legally binding on 16 February 2005. The clean development mechanism is 
intended as a “win-win” solution to reduce global greenhouse gas emissions. It will (i) allow industrialized 
countries to invest in developing country projects and acquire greenhouse gas emission reduction credits 
that they can then use to meet their greenhouse gas reduction targets under the protocol; and (ii) mobilize 
additional financial resources for developing countries to implement projects that reduce greenhouse 
gases and promote sustainable development (e.g., urban waste management, clean energy, sustainable 
agriculture, and forestry). 
 
Through the Clean Development Mechanism Facility established in August 2003, the Asian Development 
Bank (ADB) became one of the few international institutions providing underlying finance to projects that 
can produce tradable emission reduction credits. For selected projects, the facility shoulders the upfront 
cost of clean development mechanism due diligence and regulatory requirements, until a carbon 
transaction is successful. Two ADB-financed projects in the People’s Republic of China have already 
contracted credit buyers, and more projects are coming up in the portfolio. The Fuxin Coal Mine Methane-
Coal Bed Methane Project, a subcomponent of the Liaoning Environmental Improvement Project, is the 
first project to be marketed directly through ADB. The project has successfully attracted favorable bids 
from potential buyers, and negotiations with the shortlisted entities are ongoing. In addition, a new clean 
development mechanism initiative is envisaged to explore the possibility of establishing a special fund to 
provide innovative cofinancing for new projects with both poverty reduction and greenhouse gas reduction 
benefits. 
 
45. Changes in cost sharing and eligibility guidelines covered three areas: (i) issuing new 
country ceilings at the time of the CSP or via the fielding of a special mission; (ii) discontinuing 
the distinction between local currency costs and foreign exchange costs at the level of 
investment plans, thus streamlining loan disbursements; and (iii) expanding the list of eligible 
items for ADB financing. Resources to fund the one-time and annual costs to implement this 
policy will be sourced from the internal administrative budget and TA funds, if necessary. 
 
46. While IEI implementation started in the third quarter of 2005, changes are not expected 
to be resource-intensive in 2006 but may have an impact on the 2007 budget depending on the 
number of projects in the pipeline. These new instruments and modalities are expected to 
create a demand for additional staff with experience in limited or nonrecourse financing. 

 
e. Cofinancing and Guarantee Operations 

47. ADB continues to promote cofinancing operations to mobilize additional resources for 
greater development impact. In particular, guarantees from ADB increase confidence of private 
investors to finance transactions in the DMCs. As shown in Table 6, total cofinancing for 2006 is 
projected to range from $2.5 billion to $3.1 billion for 40–45 projects, of which $700 million to 
$900 million is expected from official sources, and $1.8 billion to $2.2 billion from commercial 
sources. About half of ADB’s 2006 lending operations are therefore expected to involve 
cofinancing. The projected cofinancing and guarantee volume in 2006 is below the level for 
2005. This is mainly due to large commercial cofinancing transactions in 2005 from domestic 
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financial institutions in the PRC ($2.4 billion), which contribute to the total commercial 
cofinancing of $3.3 billion, including guarantee operations and export credit. Official cofinancing 
in 2005 is expected to be about $800 million, including grant cofinancing of about $340 million. 
Table 6 also provides information on grant financed operations for regular and emergency 
assistance, including Asian Tsunami Fund (Box 10). 
 

Table 6: Cofinancing and Guarantee Operations 
2005 Percent

Item 2004 Current 2006
Actual Program Estimatea Program over 2005 Estimateb

A. Cofinancing/Guarantee
  Cofinanced Projects (number) 33 35–40 40 40–45 6
  ADB Financing ($ million) 2,312 2,200–2,800 3,630 2,700–3,300 (17)
  Cofinanciers' Contribution ($ million) 2,442 1,800–2,300 4,060 2,500–3,100 (31)
           Official 713 600–800 790 700–900 1
           Commercial 1,728 1,200–1,500 3,270 1,800–2,200 (39)

B. Grant Financed Operations
  Regular (JFPR, JFICT, GEF)
     Projects (Number) 22      24               28            20               (29)
     Amount ($million) 44      45               47            40               (15)
  Emergency (ATF, PEF, JFPR)c

     Projects (Number) -         -                  13            -                  
     Amount ($million) -         -                  654          -                  
  Total of grant-financed operations
     Projects (Number) 22      24               41            20               
     Amount ($million) 44      45               701          40               

a Estimates as of 22 November 2005.
b Whenever numbers or amounts are shown as a range, the midpoint has been used for calculating percentage changes.
c Pakistan Earthquake Operations anticipates additional cofinancing during 2006 but amount/numbers not yet available. 

Increase (Decrease)

ATF = Asian Tsunami Fund, GEF = Global Enviroment Facility, JFICT = Japan Fund for Information and Communication 
Technology, JFPR = Japan Fund for Poverty Reduction, PEF = Pakistan Earthquake Fund.

 
 
48. ADB is reviewing both its cofinancing strategy and its credit enhancement and guarantee 
products. These initiatives are expected to improve project-specific resource mobilization 
through financing partnerships, while reflecting recent market developments to enhance 
commercial cofinancing. The review will also allow cofinancing operations to align with the IEI 
and Private Sector Development Strategy. 
 

f. Technical Assistance  

49. The overall effectiveness of TA operations must be improved through more focused 
usage and stricter management. More efforts will be devoted to improving TA design and 
strategic fit, intensifying implementation and monitoring to maximize quality, and optimizing the 
use and dissemination of TA outputs and outcomes. In 2006, 256 TAs are planned for approval 
of $180 million (Table 7). This is about 21% less in number compared to 2004 and 2005. 
Advisory TAs will be used more selectively and focused on priority needs of each DMC. The 
2006 TA program for subregional and regional cooperation is 23% lower in number and 47% 
lower in volume compared to previous years, reflecting greater selectivity to focus on 
subregional initiatives and regional cooperation and integration. 
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Table 7: Technical Assistance Processing 

2005 Percent
Item 2004 Current 2006 Incr (Decr)

Actual % Program %  Estimatea % Program % over 2005 Est.
Commitments
    Projects (number) 323 100 298 100 324 100 256 100 (21)
    Amount ($ million) 196.6 100 174.5 100 234.3 100 180.0 100 (23)
Commitments by Type
    Project Preparatory
          Projects (number) 76 24 106 36 72 22 89 35 24
          Amount ($ million) 46.2 24 63.8 37 47.5 20 70.0 39 47
    Advisory  
          Projects (number) 175 54 138 46 164 51 99 39 (40)
         Amount ($ million) 108.1 55 76.1 44 92.1 39 59.8 33 (35)
    Subregional and Interregional  
          Projects (number) 72 22 54 18 88 27 68 27 (23)
          Amount ($ million) 42.3 22 34.6 20 94.7 40 50.2 28 (47)

Disbursements ($ million)b 133.2 174.5 224.0 162.0 (28)

Note: Figures may not add to totals because of rounding.
a Estimates as of 22 November 2005.
b  Estimates for 2006 is based on average disbursement rate during 2000–2004.  

 
 

g. Portfolio Management 

50. Intensifying loan and TA portfolio management will continue to be a priority undertaking 
in 2006. This effort will cover two areas: (i) regional departments will increase the delegation of 
project supervision to the resident missions to enhance ADB’s responsiveness; and (ii) policies 
and procedures on procurement and consulting services will be streamlined and modernized. 
Project design and monitoring is being strengthened based on the action plan to upgrade ADB’s 
project performance management system.  
 
51.  [This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy].T[This In 2005, the Operatios Evaluation Department (OED) prepared 
the Annual Report on Loan and Technical Assistance Portfolio Performance for 2004.12 The 
report recommends (i) enhancing the efficiency of project implementation, (ii) improving sector 
selectivity and focus in CSPs, (iii) improving TA portfolio management, (iv) improving planning 
and timing of Board consideration of loans, and (v) strengthening project monitoring and 
evaluation. An action plan to address these recommendations has been prepared and 
discussed with the Board. 
 
52. In 2005, ADB raised its internal procurement thresholds and delegated approval 
authority for smaller contracts to user divisions and country directors. Web-based consultant 
recruitment and a consultant recruitment activity monitoring tool were also introduced. Since 
2005, project performance management training has been conducted for about 380 ADB and 
executing agency staff. The program will continue in 2006 using approved regional TA funding 
to cover 12 DMCs. To assist staff and external clients, a guide on preparing the design and 
monitoring framework will be issued.  
 

                                                 
12  Operations Evaluation Department. 2005. Annual Report on Loan and Technical Assistance Portfolio Performance 

for 2004. Manila: ADB. 
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53. ADB’s efforts in recent years to upgrade its portfolio management are expected to 
produce results in 2005, with loan disbursements expected to reach $4,062 million, which is 
5.2% above the 2002–2004 average. Loan disbursements for 2006 are estimated at $4,520 
million, comprising $2,920 million for OCR and $1,600 million for ADF (Table 8). The estimated 
disbursements are about 11% higher than the 2005 current estimate. The level of projects at 
risk is expected to decline to 10% in 2006 as compared with 12% in 2004 and 11% as of 30 
September 2005. This will be closely monitored. 
 
 

Table 8: Loan Disbursementsa   
($ million) 

2005  
Item 2004 Current 2006

Actual Program Estimate Program

Total Disbursements 3,563 4,000 4,062 4,520 11 
     OCR Loans 2,508 2,900 2,713 2,920 8
     ADF Loans 1,055 1,100 1,349 1,600 19

Cumulative Disbursements 73,750 77,750 77,812 82,332 6
     OCR Loans 52,879 55,779 55,592 58,512 5
     ADF Loans 20,871 21,971 22,220 23,820 7 

ADF = Asian Development Fund; OCR = ordinary capital resources.
a Including public and private sector loans.

Percent
Increase (Decrease)
over 2005 Estimate

 
 
54. Table 9 shows the current and projected workload of portfolio management in 2006. The 
2006 program anticipates fewer TA projects for administration compared with 2004 and 2005; 
this is the result of the planned reduction in the use of TA resources and increased efforts to 
cancel inactive or poor performing TAs. Other portfolio management activities are expected to 
remain at the same level as in 2005. Given the need for prioritization, business opportunity 
seminars to donor and borrowing countries will be temporarily discontinued in 2006. 
Consideration will be made to restructure the seminars to increase public awareness and 
external relations. Moreover, the seminar on the use of consultants will be discontinued, 
although some of the material will be covered in the project implementation and administration 
seminars. 
 
55. To streamline TA account closures, new project administration instructions were used in 
2005. During the first 5 months with the revised instructions, several indicators suggest that the 
streamlined procedures are achieving the targeted effects of closing TA accounts in a timelier 
manner. The number of TA accounts still active 90 days after physical completion declined from 
221 to 170.  
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Table 9: Portfolio Management  
2005

Item 2004 Current  2006
Actual Program Estimate Program

Portfolio Management (number)
    Loan Projects (Public Sector) a 415 430–460 430 434
    Project Completion Reports 75 85 85 85
    Private Sector Operations b 97 110 99–105 100–110
    Technical Assistance c 1,016 800–850 937 773
    TA Completion Reports 163 180 180 180

Seminars (number)
    Project Implementation and Administration 9 10 8 10
    Business Opportunities 24 12 13 –
    Use of Consultants 8 7 7 –
    Capacity Building for Domestic Consultants 7 8 6 8
    Loan Disbursements 6 6 6 7
            Total Seminars 54 43 40 25
– = 0, TA = Technical assistance.
a  Includes externally financed loans; private sector loans and inactive loans are excluded.  
b  Including projects fully divested and/or fully paid but administered during the year.
c  Refers to ongoing TAs only and includes regional TAs; however, a cofinanced TA counts as one project.  

 
2. Regional Cooperation and Integration  

56. ADB is stepping up the promotion of regional cooperation and integration (RCI) in Asia 
and the Pacific. In April 2005, the Office of the Regional Economic Integration (OREI) was 
established specifically to strengthen ADB’s role in RCI. As the focal point of RCI efforts at ADB, 
OREI will ensure consistency and coherence of the ADB-wide approach to RCI support through 
close and active collaboration with the regional departments, Asian Development Bank 
Institute,13 Economics and Research Department (ERD), RSDD, and Special Advisor on 
Regional Integration. This will also bring about synergy to intensify cross-border investments 
and capacity-building activities in the region, focusing on (i) infrastructure development; (ii) trade 
and investment climates, as well as capital market development; and (iii) regional public goods 
(e.g., environment, human resource development, and public health). These interventions will in 
turn enhance connectivity and competitiveness within the subregion and region—a critical 
foundation for achieving stronger regional integration over the medium to long term.  

 
57. The regional cooperation strategy and program (RCSP) process, which is largely 
managed by the regional departments, fosters dialogue within and between subregions to 
address common challenges through transborder operations. In 2006, a new RCSP for 
Southeast Asia (Indonesia, Malaysia, Philippines, and Singapore with greater linkages to the 
larger Association of Southeast Asian Nations [ASEAN])14 will focus on infrastructure operation 

                                                 
13  As a result of suggestions from the Board of Directors, Advisory Council, and others; the Asian Development Bank 

Institute’s work program (2006–2008) will emphasize on infrastructure for regional cooperation.   
14  Brunei Darussalam, although not a member country of ADB but an ASEAN country, has also been actively 

engaged in the formulation of the Southeast Asia subregional strategy.  
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and marine resource management. RCSP updates will be prepared in 2006 for the Central Asia 
Regional Economic Cooperation (CAREC) with a continued focus on transport, energy, and 
trade; but with a substantial increase in the results focus, cross-border investments, and 
capacity building. The RCSP update for the Greater Mekong Subregion will, among others, 
reflect the recent inclusion of the Guangxi Zhuang Autonomous Region (PRC) in the subregion. 
The second Greater Mekong Subregion Summit held in Kunming in July 2005 reaffirmed ADB’s 
commitment to (i) reinforce infrastructure for development, (ii) improve the trade and investment 
environment, (iii) strengthen social and environmental infrastructure, and (iv) mobilize resources 
and deepen partnerships. The Pacific RCSP update will focus on three areas: supporting an 
environment conducive for private sector involvement, enhancing quality of basic services, and 
promoting effective development processes (Table 10).   
 

Table 10: Regional Cooperation Strategies and Programs, 2006 
 

Item South Asia Mekong East and 
Central Asia 

Southeast 
Asia 

Pacific Total 

RCSPs    Southeast Asia  1 
RCSP Updates SASECa GMS CAREC  Pacific  4 

CAREC = Central Asia Regional Economic Cooperation; GMS = Greater Mekong Subregion; RCSP = regional 
cooperation strategy and program; SASEC = South Asia Subregional Economic Cooperation. 
a   The RCSP for South Asia anticipates approval in 2005, and will be updated in 2006.   
 
58. The RCI strategy and OREI work program are guided by six key result areas: (i) promote 
regional economic policy dialogue in Asia and the Pacific, and provide policy advice in the area 
of RCI; (ii) support capacity building as well as institutional strengthening in DMCs to help them 
integrate within the region and the rest of the world; (iii) conduct research on RCI; (iv) serve as a 
knowledge and information center on RCI; (v) develop partnerships with stakeholders such as 
the United Nations system and its specialized agencies, International Monetary Fund, World 
Bank, World Trade Organization, other regional MDBs, policymakers, think tanks, academic 
institutions, news media, and nongovernment organizations; and (vi) support other ADB 
departments in promoting  and operationalizing RCI. 
 
59. The major outputs of OREI, which are related specifically to trade, investment, money, 
and finance, will include frequent regional economic and financial monitoring reports (such as 
the Asia Economic Monitor, Asia Bond Monitor, and ADB Management Statements for various 
regional forums, such as the ASEAN+3,15 ASEAN, Asia-Pacific Economic Cooperation, and 
Asia-Europe Finance Ministers Processes), capacity-building programs (including training 
courses for ASEAN+3 government officials, APEC financial regulators, and regional credit-rating 
agencies), research reports on various issues relating to RCI, development and maintenance of 
websites (such as AsianBonds Online and the Asia Regional Information Center (to be 
converted to the Asian Regional Integration Center), and support to other ADB departments. 
Within this overall framework, OREI will increase its focus on research and knowledge 
dissemination activities, and help transform ADB's RCI process from subregional cooperation 
and integration initiatives into more coherent and strategic individual RCI program that can pave 
the way to promote Pan-Asian economic cooperation and integration. 
 
B. Risk Management 

60. Since ADB’s inception, ADB operations mainly focused on lending with a sovereign 
guarantee. While this has resulted in a relatively low level of risk, it has also restricted the scope 
                                                 
15 ASEAN plus People’s Republic of China, Japan and Republic of Korea. 
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of operations. Adopting a higher level of risk tolerance by lending on a limited recourse or 
nonrecourse basis will allow ADB to expand operations in new areas while preserving its triple-A 
rating. 
 
61. The planned increase in ADB’s support to public-private partnerships, including 
nonrecourse/guarantee operations and pilot testing of new instruments, reflects ADB’s 
conscious response to the emerging needs of its clients. However, this must be accompanied 
by enhanced risk management capacity. ADB must have full capacity to assess and manage its 
risks, applying the standard that is fully consistent with international best practices of good 
corporate governance. Consolidation of this capacity has been among the foremost priorities 
and achievements in 2005. With a view to gradually move toward an integrated risk 
management platform, the independent Credit Risk Management Unit (CRMU) was established 
on 1 August 2005.16 This ensured the first critical step to (i) separate the credit risk assessment 
and management function from operations, and (ii) establish enhanced capacity in credit risk 
policy formulation and assessment. The second step to transfer the market and treasury-related 
risk management function from the Treasury Department (TD) to CRMU took place on 1 
November 2005.17 Concurrently CRMU was renamed the Risk Management Unit (RMU) to 
reflect its broader functions. Further steps to review and integrate operational risks18 into RMU 
are planned in 2006 and beyond.  
 
62. RMU’s 2006 priorities will be to make the new unit fully functional. At the same time, 
RMU is expected to continue to bolster its existing resources and accomplish in-house solutions 
to improve and broaden its mandate to independently measure and monitor ADB’s risk 
compliance and performance. An internal credit rating system and tools will be put in place to 
measure the risk profile of private sector and subsovereign or nonsovereign public sector 
borrowers. For treasury-related risk management, ADB’s ability to monitor and assess the risk 
exposure arising from TD’s funding and investment activities will be enhanced. In this regard, 
RMU will continue its efforts to expand and automate its risk reporting capabilities. Furthermore, 
developing an integrated risk assessing and reporting platform will be prioritized, which should 
allow for mainstreaming risk monitoring and reporting in ADB operations.  
 
63. With regard to operational risks currently being managed by various departments/offices 
under existing controls and procedures, the Controller’s Department (CTL) is implementing an 
ongoing initiative to establish an integrated operational control risk management system under 
the COSO framework (para. 72). 
 

                                                 
16  Memo to President on Establishment of an Independent Credit Risk Management Unit, 20 July 2005.  
17 During the Audit Committee of the Board (ACB) Meeting held on 13 July 2005 on the establishment of CRMU, the 

committee endorsed the practical step-by-step approach in addressing risk management within ADB and 
acknowledged that the establishment of CRMU was the first step in moving toward an integrated risk management 
platform within ADB. The committee asked staff to present the second step of this initiative by November 2005.  

18  From Basel II definition: The risk of loss resulting from inadequate or failed internal processes, people, and 
systems, or from external events, including legal risk. 
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C. Knowledge Management 

1. Regional and Sustainable Development  

64. In July 2005, ADB marked its first year in implementing the knowledge management 
framework. Progress on knowledge management is being measured by Teleos19 using an 
assessment tool based on the “most admired knowledge enterprise” performance indicators.  
 
65. In 2006, RSDD will continue to implement the knowledge management framework in 
close association with other departments and offices. This will include initiatives to increase 
awareness of the framework, such as developing an internal communications plan and a 
knowledge management electronic newsletter, and increasing the number of knowledge 
management workshops and seminars to help staff operationalize concepts in their work 
processes. Together with the Office of Information Systems and Technology, systems will be 
developed for capturing, classifying, and accessing information to facilitate the exchange of 
information. Other areas that will be developed include ADB’s document and content 
management system, smart templates, harmonization of the intranet and internet, and access to 
information repositories.  
 
66. In 2006, RSDD’s Knowledge Management Center will organize seminars for the Board 
of Governors annual meeting on knowledge economies, and information and communications 
technology, to discuss the relevant skills needed in the information society and how information 
and communications technology is transforming the way people live and work. To support ADB 
work in information and communications technology, an e-Asia Fund and Knowledge 
Partnership Fund is being finalized together with the Government of the Republic of Korea. The 
objective of this fund is to raise awareness of the importance of knowledge, technology, and in 
particular information and communications technology, as a means of stimulating and fostering 
development through capacity building, feasibility studies, pilot or demonstration projects, and 
dissemination of lessons. Plans are also under way for the Knowledge Management Center to 
organize an international workshop for knowledge management practitioners to learn and 
exchange views on lessons learned in implementing a knowledge management program. 
 
67. The 2005 review of the sector and thematic networks and committees resulted in the 
establishment of new communities of practice20 (approved in August 2005). The new 
communities of practice paper reflects changes in the governance structure and terms of 
reference, and focuses on sectors and themes that represent ADB’s operations and 
crosscutting priorities. Ten committees have been established and work plans for each are 
being prepared.   
 

2. Economic Research 

68. Economics and research work in 2006 will focus on enhancing the operational relevance 
of research for the corporate strategy and country operations. ERD research outputs are to 
deepen the understanding of selected issues pertaining to the region’s development constraints 
and will contribute to evolution of ADB’s corporate strategy. The research outputs will include 

                                                 
19 Teleos is an independent research firm that conducts the internationally recognized “most admired knowledge 

enterprise” research program—an established benchmark for the identification of organizations that are leaders in 
the knowledge economy.   

20 Communities of practice are a group of professionals, formally or informally bound to one another through 
exposure to a common class of problems, common pursuit of solutions, and thereby themselves embodying a store 
of knowledge. 
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critical long-term issues as well as medium-term challenges facing the region. ERD’s research 
output will strengthen aid effectiveness and aims to augment the analytical underpinnings of 
ADB operations. The main components of ERD’s activities during 2006 include applied 
macroeconomic research, applied microeconomic studies, database management, and 
production of development indicators. 
 
69. Strengthened partnerships will characterize ERD’s production and dissemination of its 
research outputs. In creating value in its research outputs, ERD will focus its core competencies 
in areas that minimize duplication with the Asian Development Bank Institute and OREI, and 
create synergies with their outputs. ERD staff will extend services to the regional departments to 
contribute to the strengthening of the analytical underpinnings of country strategies and 
operations with a view to augmenting quality at entry. ERD will continue to work closely with the 
Department of External Relations to disseminate its flagship research outputs to increase ADB’s 
visibility through print and television media. 
 
D. Public Communications and External Relations 

70. In 2006, the work program of the Department of External Relations will focus on 
executing an action plan designed to implement ADB’s PCP approved in April 2005. The action 
plan covers five results areas: (i) defining ADB’s external relations priority areas and supporting 
Management in articulating ADB’s vision and strategy; (ii) building relations with opinion makers 
and media; (iii) ensuring adherence to disclosure requirements of the PCP; (iv) building staff 
capacity ADB-wide, including resident missions, through external relations training; and (v) 
developing and disseminating public awareness and knowledge materials. Further activities will 
proceed as commenced in 2005, i.e., to establish a new information unit, train and brief staff 
and member governments on disclosure requirements, develop a translation framework, and 
upgrade the ADB website. To support the new strategic direction, the Department of External 
Relations will realign its organizational structure and skills mix. It will also monitor and evaluate 
implementation of the PCP throughout 2006. Resources needed to implement the new PCP 
ADB-wide have been included in the 2006 Budget, including provisions for regional departments 
to cover substantial responsibilities in PCP implementation.  
 
E. Finance and Administration 

1. Financial Management and Internal Control 

71. CTL, in cooperation with other departments, will continue to (i) ensure that adequate 
internal control mechanisms are in place, (ii) streamline business processes, and (iii) provide 
management tools to strengthen accountability and optimize financial resource management. 
CTL will strengthen its role in providing oversight concerning adequacy of internal controls over 
external financial reporting by implementing an integrated internal control framework. This 
framework is expected to improve ADB’s effectiveness and efficiency, and enhance 
organizational accountability. 
 
72. Implementation of the COSO framework commenced in 2005 to enable ADB provide (i) 
a management assertion on the adequacy of internal controls over external financial reporting 
for the fiscal year ending 2006, and (ii) a basis for introducing an external auditor’s attestation. 
The project is being implemented in a phased manner, with initial focus on the departments in 
finance and administration (specifically CTL and TD). Thereafter, it will be extended to other 
departments that have a significant impact on external financial reporting. As prescribed by the 
framework, an operational control risk assessment will be carried out. To accomplish this, 
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relevant business processes will be documented and used to assess those risks alongside other 
relevant control criteria. Control weaknesses will be documented for reporting and remediation, 
and any major weaknesses will be evaluated if they have significant impact on ADB’s financial 
reports. CTL is expected to conduct the compliance testing, and a separate unit with an 
appropriate staff complement will be considered in the latter part of 2006 as the COSO 
framework is implemented. 
 
73. CTL will continue to enhance managerial accounting reports. In that connection, the first 
private sector operations annual financial management report was prepared. The report will 
continue to be refined in the coming year, and with Management approval, may be applied to 
other departments. CTL will continue to provide financial data that helps in the monitoring of 
ADB’s overall risk profile, assist in developing the risk management strategy, and implement 
required processes to meet this goal.  
  

2. Administrative Services 

74. The Office of Administrative Services (OAS) continues to manage and deliver quality 
products and services with a view for cost efficiency and effectiveness. Initiatives being 
implemented include (i) improving procurement procedures, (ii) identifying outsourcing 
opportunities for certain activities, (iii) employing business process improvements using the six 
sigma technique, and (iv) rationalizing services. The OAS balanced scorecard is developed in 
line with ADB’s commitment to pursue the Reform Agenda and serves as the framework for 
OAS’s strategic objectives, initiatives, and programs.      
 
75. Business Processes Reengineering, and Improvements. For 2006, OAS will pursue 
reengineering and improvements of business processes to achieve greater cost-effectiveness. 
Key initiatives include (i) rationalizing library services and communication/courier services to 
achieve cost reduction; (ii) identifying certain activities for outsourcing, including shipping and 
janitorial services; (iii) enhancing inventory management for improved accountability and 
control; (iv) continuing refurbishment of facilities by implementing infrastructure projects at 
headquarters; (v) initiating resource conservation programs (energy, water, paper, and solid 
waste recycling) in line with International Standards Organization (ISO) objectives and 
programs; and (vi) streamlining administrative policies and procedures.   
 
76. Six Sigma. The six sigma program was introduced to OAS in 2004. Six sigma is a 
rigorous and disciplined methodology that uses data and statistical analysis to measure and 
improve operational performance, practices, and systems. The program is to (i) identify and 
prevent defects in business processes, (ii) optimize supply planning and management, (iii) 
reduce turnaround time for purchase orders, (iv) improve utilization of electronic sources, (v) 
enhance inventory management of equipment and supplies, and (vi) process travel requests on 
a timelier basis. The first six sigma projects are currently estimated to generate savings of 
$390,000. For 2006, the second set of projects is expected to generate efficiencies amounting 
to $800,000. 
 
77. ISO 14001 and OHSAS 18001. ADB gained compatibility with ISO 14001 and 
Occupation Health and Safety Assessment Series (OHSAS) 18001 in 2003. The ISO exercise 
has been cost-effective with realized savings of $162,500 in 2004. For 2005, a reduction in 
paper consumption of 5% and water consumption of 2% is targeted. Based on the latest 
consumption statistics, these targets are likely to be met with a 19,400 kilogram savings in 
paper and 10,300 cubic meter reduction in water used, which is estimated to save about 
$70,000 by the end of 2005. This exceeds the original ISO target of $10,600. To be able to 
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maintain the ISO certification, efforts to implement and monitor resource conservation measures 
will continue in 2006.  
 
78. Outsourcing of Office Support Services. Office support services for noncore activities 
such as operation of the information technology help desk, information technology training, 
messenger and driver services, and management of office supplies and equipment storage are 
currently being outsourced. Efforts to identify more outsourcing opportunities, where cost-
effective, will continue to be reviewed in 2006.  
 

3. Human Resources 

a. Human Resources Strategy and Staff Development 

79. The Human Resource Strategy (HRS), approved by Management in October 2004, 
contains 20 actions to be implemented over 3 years, It is designed to (i) improve human 
resource management; (ii) enhance greater efficiency and effectiveness (through process and 
procedural improvements); (iii) increase staff morale, motivation, and engagement; and (iv) 
generate general savings with the implementation of efficiency measures. During 2005, the 
following key actions were implemented: (i) establishment of a competency framework, (ii) 
development of a new performance management system, (iii) approval of the ESP, (iv) 
improvement in recruitment and selection processes, and (v) alignment of learning and 
development programs with ADB’s strategic direction. A status of the implementation cost of the 
HRS is provided in Table 11. 
 
80. The cost estimate for the HRS was updated based on the latest developments. Overall, 
the cost to implement the HRS is slightly lower than the initial estimate. Slight savings in staff 
consultants resulted from the performance management system and competency framework 
activities, and the training and development component of the new performance development 
plan (PDP). Implementation of the enhanced technical stream and complement system was 
moved to 2006. Similarly, implementation of the new performance management system in the 
resident missions is scheduled to commence in 2006 at a slightly lower cost due to some 
rationalization efforts.  
 
81. One of the main activities of the Budget, Personnel, and Management Systems 
Department in 2006 will be completion of the ESP, which is expected to be finalized by June 
2006. The ESP will facilitate separation of staff who have stagnated in their careers and lack the 
potential for career advancement, or are becoming less able to meet the requirements of their 
position. Overall, 30 to 40 professional staff, and 90 to 100 local staff are expected to leave 
under the ESP. As of October 2005, 10 senior professional staff and 31 professional staff levels 
1–6 have been endorsed to be offered the ESP. All professional staff who plan to accept the 
offer for ESP are expected to be accommodated within the budget allocation of $8.2 million. 
Nominations for ESP offers to local staff are ongoing. The allocation of $3.2 million for local staff 
ESP nominees is expected to be fully utilized. As the actual date of termination of service for all 
staff taking the ESP falls in 2006, the utilization of the special ESP budget will commence from 
2006. 
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Table 11: Implementation Costs of the Human Resource Strategy, 2004–2007 
($’000) 

 

Overall Cost Reviseda Projected Projected
Item Cost 2004 2005 2006 2007

Enhanced Technical Stream and 421 221 200
     Complement System Costs

Roll-out of New Performance 261 2 259
     Management System and
     other outreach activities

 Development of Program and 1,393 235 603 430 125
     Implementation Costs

Support Services 364 100 132 132

Skills Training and Staff 6,981 680 1,196 2,346 2,759
     Development

         Total Cost 9,420 915 1,901 3,388 3,216
a  Based on updated current estimate.  

 
82. The ESP will lead to an increased focus on recruitment in 2006, which will imply a 
significant effort to overcome the current difficulty ADB is facing in attracting candidates with the 
right skill set and caliber. The Budget, Personnel, and Management Systems Department will 
continue to hire recruiting firms, revamp the recruitment process, and strengthen its networking 
to attract quality candidates. Furthermore, user departments will be increasingly involved in 
recruitment. 
 
83. The PDP, introduced in 2005, is one of the major core components of the new staff 
performance management system under the HRS. The PDP will better align the individual’s 
work plan with the organizational key result areas, with responsibilities and accountabilities 
more clearly defined. The PDP will provide more specific information about individual staff’s 
performance with active involvement of supervisors. This will serve as the basis for more 
focused, effective and efficient personnel decisions, as well as help determine the staff’s career 
development path. The PDP provides the framework for a meaningful and objective evaluation 
of staff performance by managers, as well as for establishing clearer and sharper performance 
distinctions among staff members. The PDP for senior staff will include an evaluation of 
leadership and managerial skills. 
 
84. The 2006 PDP cycle will provide an opportunity to fine tune the new performance 
management system, strengthen the alignment of individual work plans with the organization’s 
strategic directions, and measure results with improved quality-focused performance indicators.  
 
85. Implementation of the competency framework provides the basis for a more uniform and 
streamlined approach to recruit, select, and promote staff, as well as to evaluate performance 
and facilitate staff development. Together with the streamlining of recruitment and selection 
processes planned for 2006, the competency framework will save time in carrying out human 
resource functions and result in a more balanced and objective basis for personnel-related 
decisions. 
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86. As part of HRS, ADB will focus on learning and development in 2006 and ensure its 
relevance to ADB’s need. The total cost of the Staff Development Program will increase from 
$2.8 million (2005) to $3.7 million (2006) or 32%. Key elements of the 2006 learning and 
development program will focus on promoting institutional efficiency and effectiveness, 
redesigning leadership programs, and improving technical programs. These programs are 
expected to enhance organizational capability and develop staff’s technical and operational 
capabilities as well as their leadership skills. The current design focuses on the delivery of new 
programs to support institutional efficiency and effectiveness, including public-private 
partnerships, risk management, knowledge management, and revised procurement processes. 
Leadership programs will be targeted to support leaders and develop potential leaders at a 
variety of levels within ADB. Certain learning and development activities will also focus on 
improving operational and technical skills in project management, development economics, and 
negotiations. Special emphasis will be given to resident mission staff. Details of the learning and 
development activities are highlighted in Appendix 5. 
 
87. Other key human resource actions planned in 2006 include (i) establishing a skills 
inventory, (ii) developing the gender action plan III, (iii) developing an enhanced human 
resource policy framework for resident missions and offices, (iv) revising the staff complement 
system to improve alignment of ratios among functional groups, and (v) implementing the 
assessment center. 
 

b. Compensation and Benefits 

88. General Review of Compensation and Benefits for Professional Staff. The 
comprehensive review of compensation and benefits for professional staff carried out in 2005 
(Box 4), involved a four-step consultation process with the Board. In November 2005, the Board 
approved the Comprehensive Review of Compensation and Benefits for Professional Staff.21 
One of the goals of the comprehensive review of salaries and benefits for professional staff is to 
align the human resource management objective for a performance-based culture within ADB 
with a cost-effective and simple way to administer professional staff benefits. A key feature of 
the review is the new methodology for determining salary increases of professional staff, 
including the payment of nonpensionable and nonrecurring bonuses for outstanding performers. 
The bonuses are expected to reinforce the performance culture that the HRS aims to foster. As 
part of this process, the Board approved, effective 1 January 2006, a 3.6% weighted average 
increase in the professional staff salary structure, and a salary budget increase of 4.3%; 3.4% 
will be distributed as performance-based salary increases and 0.9% is to fund a bonus pool for 
nonpensionable, nonrecurring bonuses to staff showing exceptional performance in 2005. The 
salary increase proposals for national officers and administrative staff will be prepared in early 
2006.  
 
89. Administration of home country travel and education travel benefits was reviewed and 
simplified by eliminating the substantiation requirements for travel. The procedural changes 
expected to be introduced in 2006 will lead to cuts in professional staff benefits administration 
costs of about $100,000 annually, and staff time savings. 
 
 
 
 
 

                                                 
21  ADB. 2005. Comprehensive Review of Compensation and Benefits for Professional Staff. Manila (R277-05). 

[Paras. 88–92 were deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. 
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Box 4: Key Findings of the Comprehensive Review of Compensation and Benefits for  

Professional Staff 
 

1. Compensation System 
• Retain market-based system for 

competitiveness and expand comparator market 
reference for global reach.  
o The comparator market for salaries, currently 

only the World Bank, will be expanded to 
include the European Bank for 
Reconstruction and Development (EBRD), 
and the market pay line will be weighted as 
2/3 World Bank and 1/3 EBRD 

 
• Introduce incentive pay for more direct linkage 

of reward to performance.  
o A bonus scheme will be introduced in a 

phased approach for 2 years. Only staff 
rated as exceptional performers (i.e., first 
box under the new PDP) will be eligible for 
the bonus.a  

 
• Maintain certain parity of average salaries with 

market pay line.  
o 100% parity of average salaries with the 

market is a long-term objective. The salary 
increase budget (4.3% for 2006) will be 
proposed annually by Management based 
on operational performance and budget 
considerations. A portion of the salary 
increase budget will be allocated for salary 
increases (3.4% for 2006), and the 
difference (0.9% for 2006) will be used for a 
bonus pool (savings: $164,000). 

 
• Provide range of promotion increases to stress 

importance of added responsibility and 
accountability.  
o Promotion increases of 3% to 6% will vary by 

level of job to which staff is promoted (cost: 
$78,000). 

 

2. Benefits 
• Address the sustainability of the current staff 

retirement plan and medical insurance plan. 
o Introduce a new pension plan for new staff 

that retains many of the features of the 
current plan but provides lower Asian 
Development Bank (ADB) guaranteed 
benefits. 

o The reimbursement rate will be reduced from 
80% to 75% and the stop-loss benefit will be 
eliminated for pensioners (savings: 
$429,000). 

 
• Expatriate benefits are comparable to other 

international organizations and continue to be 
appropriate but simplification measuresb may be 
considered. 
o Rental assistance: Introduce a single ceiling 

for all ADB personnel. Simplify the cost-
sharing percentages to 60% ADB: 40% staff 
(Savings: $127,000). 

o Home country and education travel: 
Eliminate substantiation and reduce airfare 
entitlement from 85% to 80% of full economy 
airfare (savings: $249,000). 

 
3. Other 
• Explore ways to mitigate professional isolation 

due to location.  
o On a pilot basis, spouses of staff may apply 

for ADB consulting positions. 
o Consider increasing budget for training and 

development. 

a The bonus is nonpensionable and payment of bonuses into the future is expected to (i) reduce ADB’s required 
contribution rate for the Staff Retirement Plan to 15.9% of salaries—an estimated “soft” savings of about 
$7,295,000; and (ii) reduce the cost of salary-related benefits—an estimated savings of about $164,000. 

b Streamlining of procedures (e.g., eliminating substantiation of benefit travels) is expected to result in savings in 
administrative costs of about $100,000 per year. 

 
90. Staff Retirement Plan. A review of the staff retirement plan benefit provisions and 
assumptions for the actuarial valuation was undertaken in 2005. The review concluded that 
while ADB’s contribution for 2006 may remain at 16%, a new pension plan for staff joining on 
and after 1 October 2006 is needed to ensure the long-term sustainability of the plan. 
Accordingly, a new staff retirement plan is being developed and will be submitted to the Pension 
Committee for endorsement in early 2006, and for approval by the Board soon thereafter. The 

[Paras. 88–92 were deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. 
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plan for newly appointed staff will be similar to the benefits under the current staff retirement 
plan, but will provide less guaranteed benefits by ADB and require staff to take on more 
responsibility for ensuring an adequate retirement income. As with the current plan, the new 
plan will have a discretionary benefit component to give staff the opportunity to top-up pension 
benefits. 
 
91. Group Medical Insurance Plan and Post-Retirement Group Medical Insurance 
Plan. The claims experience report for 2000–2004 of the Group Medical Insurance Plan (GMIP) 
highlights the reasons for claims escalation over the past years. In particular, claims by 
pensioners and in-patient expenditures abroad continue to be a burden for the plan. However, 
some improvements in the claims experience are noted suggesting that the cost-saving 
measures taken in 2003 and 2004 are effective. These measures are expected to continue to 
help reduce the unfavorable GMIP claims experience growth, which is expected to increase by 
15% in 2006. In addition, benefit curtailment measures for pensioners have been approved to 
ensure the long-term sustainability of the GMIP.  
 
92. Participants of ADB’s GMIP who retire on an immediate pension are eligible to enroll in 
the Post-Retirement GMIP (PRGMIP). If the pensioner has completed 10 years of participation 
in the GMIP, ADB continues to subsidize the monthly premiums. In 2005, the cost for the 
PRGMIP is estimated at $2.2 million for professional staff and $0.1 million for support staff.  
 
93.  Professional Staff Benefits for Field Office Assignments. In 2004, the President 
approved revisions of benefits for professional staff assigned to field offices with regard to 
assignment allowance, lump sum relocation allowance, and housing. The revised scheme 
applies to staff selected for positions advertised after 21 November 2004 and aims to streamline 
these benefits and bring them at par with the prevailing market conditions. Based on the 78 
professional staff deployed to field offices at the time of the revision, an overall savings of $1.26 
million annually can be achieved once staff under the old scheme are replaced. As of October 
2005, 25 staff had been assigned under the new scheme. With the total number of professional 
staff assigned to field offices expected to increase, the realized savings resulting from the new 
terms and conditions is estimated at $513,000 in 2005 and $770,000 by the end of 2006.  
 
94. Staff Benefits Self-Service System. ADB has introduced a self-service system for 
easier and faster online access to personal benefits information by staff. This is expected to 
lower cost as well as staff time used for answering queries. The elimination of hard copies 
resulting from this change will reduce staff time for processing, handling, and distribution. In 
addition, a new intranet solution for compensation and benefits information was launched in 
March 2005, providing integrated online information on benefits-related policies and guidelines. 
As a result, various printed materials and circulation of memos to staff on salary and/or benefit 
related matters could be eliminated. 
 
95. For 2006, the Compensation and Benefits Division of the Budget, Personnel, and 
Management Systems Department will primarily focus on implementing the new compensation 
methodology for professional staff, which provides the payment of nonpensionable, 
nonrecurring bonuses for outstanding performers. This is expected to strengthen the 
performance culture that the HRS aims to promote within ADB.   
 
F. Audit and Anticorruption Program 

96. In 2006, the Office of the Auditor General (OAG) will continue to audit selected areas 
based on a risk assessment methodology. These audits will (i) ensure adequacy and 

[Paras. 88–92 were deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. 
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effectiveness of controls; and (ii) identify means of improving economy, efficiency, and 
effectiveness of systems and procedures. Comprehensive reviews of resident missions and 
representative offices, covering operational, financial, and administrative aspects, will continue 
to be carried out. For efficiency and effectiveness, the annual audits of selected consultants’ 
contracts will be conducted to confirm the authenticity of documentation submitted during 
contract negotiations, primarily for quality-based selected firms. OAG will monitor the 
independent verification and validation for the implementation of the Information Systems 
Technology Strategy (ISTS) II. 

 
97. As the focal point in ADB’s drive against corruption and for dealing with alleged incidents 
of corruption or fraud, OAG will continue to review complaints and allegations, and conduct 
investigations, as required. Appropriate measures will be considered to ensure timely detection 
and prevention of fraud and corruption.   
 
98. To effectively respond to the demand for more project procurement-related audits, 
OAG’s capacity to undertake this function needs to be strengthened. OAG anticipates 
conducting 4–5 project procurement-related audits in selected DMCs, with the objective of 
identifying lack of controls, and detecting and preventing fraud and/or corrupt practices in ADB-
funded projects. 
 
99. OAG aims to continue to strengthen its efforts to provide fraud and anticorruption 
awareness presentations or workshops for resident missions, DMC government officials, and 
business communities in collaboration with concerned departments. In this context, OAG will 
strengthen its efforts to advise operational departments on how best to ensure due diligence to 
deter or detect fraud or corruption related to their delegated procurement/contracting authority. 
OAG will also carry out anticorruption workshops financed by regional TA. 
 
100. With regard to OAG’s mandate to strengthen key institutions for advancing transparency 
and accountability in DMCs, OAG will supervise the implementation of a regional TA to upgrade 
the audit capabilities of the members of supreme audit institutions in selected DMCs. 
 
 

III. INSTITUTIONAL EFFICIENCY AND EFFECTIVENESS 

A. Achieving Greater Development Effectiveness under the Reform Agenda 

101. The Reform Agenda was launched in August 2004 to improve ADB’s organizational 
efficiency and enhance the development effectiveness of its operations. The agenda has the 
following objectives: (i) improve operational policies, strategies, and approaches; (ii) mainstream 
MfDR throughout ADB; (iii) refine business processes and organizational structures; (iv) 
improve systems for managing knowledge; and (v) improve human resource management 
processes and systems. Implementation of the Reform Agenda is generally on track and 
expects completion by 2007. Key activities during 2006 are summarized in sections below. In 
addition, other Reform Agenda activities during 2006 are discussed: improvement of operational 
policies, strategies, and approaches (paras. 21–25); knowledge management (paras. 64–69); 
the new PCP (para. 70); the HRS (paras. 79–87); and implementation of ISTS II (paras. 236–
237).  
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1. Managing for Development Results, Harmonization, and Alignment 

a. Managing for Development Results 

102. Strengthening DMC Capacity to Manage for Results. ADB will continue to support the 
DMCs in building their MfDR capacity. The MfDR Cooperation Fund22 has substantially 
contributed to this process by financing TA to formulate result-based (RB)-CSPs and 
disseminating good practices. A majority of the fund resources are expected to be allocated or 
committed in 2006, supporting 10–12 TAs. The fund will also support launch of a communities 
of practice (footnote 20) in MfDR in early 2006 to facilitate exchange of views and experiences 
among DMCs, and to consolidate regional best practice in MfDR. ADB will disseminate a toolkit 
on assessment of results management capacity, and MfDR practice in Asia; and present a 
comprehensive technical and financial report to the three contributors to the fund (Canada, 
Netherlands, and Norway).  
 
103. Enhancing ADB’s Contribution to Development Results. In 2006, ADB will continue 
to mainstream MfDR in its operations by institutionalizing the RB-CSP preparation process, and 
improving results monitoring and reporting at all levels of ADB operations. Following the 
issuance of a practice note on RB-CSPs and a lessons note on the Nepal RB-CSP in 2005, 
ADB will conduct a retrospective assessment of RB-CSPs in 2006. ADB will continue to 
develop/improve the frameworks for results monitoring and reporting for the EPRS, WPBF, 
MfDR agenda, ADF IX commitments, and major policies and strategies. Following an 
independent assessment of MfDR, ADB will enhance its MfDR strategy and action plan based 
on the learning-by-doing approach endorsed during the ADF IX negotiations. Knowledge 
sharing and dissemination will continue through workshops, briefing sessions, and the MfDR 
websites. 
 
104. Participating in the Global Partnership on Results. ADB will continue its active 
engagement with global discussions on development effectiveness, and participate in various 
forums such as the MDB Working Group and the Development Assistance Committee of the 
Organization for the Economic Cooperation and Development (OECD-DAC) joint venture on 
results. Through extensive collaboration with development partners on MfDR, ADB will support 
implementation of the Paris Declaration and sponsor the Third Roundtable on Results. ADB is 
leading the development of a common performance assessment system (COMPAS) across all 
MDBs; the final output will feed into preparation of a global monitoring report.  
 
105. Estimated Allocation. The work program for MfDR will require resources for business 
travel, staff consultants, information technology support, and training and workshops for ADB 
headquarters and resident mission staff on issues related to results monitoring and reporting. 
Approximately $1.5 million is provisioned in the 2006 budget to support ADB’s MfDR-related 
activities, particularly in relation to the preparation and implementation of RB-CSPs. 

 
b. Harmonization and Alignment 

106. Pursuant to the Paris Declaration, ADB will continue to harmonize and align procedures 
with other MDBs in the following areas: financial management, capacity development, 
                                                 
22  The Cooperation Fund in support of MfDR was approved by the Board in April 2004. The purpose of the fund is to 

finance TA projects that promote results-based management techniques within ADB and its DMCs. The fund was 
established through an initial contribution of $0.8 million equivalent. The fund was arranged as a multidonor 
umbrella facility that allows for other donors to join in due course. The Government of the Netherlands 
subsequently contributed €0.75 million ($0.9 million), and the Government of Norway contributed $1.3 million. 
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governance, evaluation and monitoring, environmental assessment and social safeguards, 
anticorruption investigation, disbursement, procurement, and consultant recruitment. As part of 
the Paris Declaration, the MDBs have agreed to work together with partner governments to 
strengthen the use of country systems and institutions. In this connection, strengthening the 
DMCs’ capacity and ownership is a major part of ADB efforts on harmonization, alignment, and 
MfDR.   
 
107. Through the ongoing reviews of the Guidelines for Procurement and the Guidelines on 
the Use of Consultants, guidelines will be harmonized with those of other MDBs, to the extent 
possible. Other harmonization activities include (i) issuance of request for proposals for 
engagement of consultants, (ii) development of country procurement laws and common 
procurement documents for local competitive bidding, (iii) issuance of a harmonized guide on 
electronic government procurement, and (iv) development of a guide on environmentally 
responsible procurement. ADB will continue to participate in the MDB exercise on harmonization 
of disbursement operations in collaboration with other MDBs.   
 
108. In addition, preparatory work for the harmonization of the ADF IX grants allocation 
framework with that adopted under the World Bank’s International Development Association 14 
started in 2005 for completion by the time of the ADF IX midterm review. Analytical work on debt 
sustainability framework will start in 2006, focusing on ADF DMCs, identified as high-risk 
countries (in terms of debt stress) by the World Bank and the International Monetary Fund. ADB 
will also actively participate in the 2006 Annual MDB Technical Workshop on PBA. 
 

2. Enhancing Operational Efficiency and Effectiveness 

a. Innovation and Efficiency Initiative 

109. The IEI, launched in November 2003, is one of the core initiatives under ADB’s Reform 
Agenda. It aims to modernize ADB’s business model to reduce transaction costs of clients, be 
more flexible and responsive to operations, better align business to country cycles, increase 
efficiency, and expand and innovate financial instruments. Reforms under the initiative cover (i) 
procurement; (ii) consulting services; (iii) project cost sharing and financing eligibility; (iv) 
financial instruments and modalities; (v) local currency loan product; (vi) safeguards; and (vii) 
business processes related to country strategy preparation and project processing, and 
implementation.  
 
110. In 2005, ADB introduced new financial instruments and modalities, including the local 
currency loan product, and changed its guidelines on project cost-sharing limits and financing 
eligibility of various project expenses. In addition, the IEI focuses on business processes and 
practical approaches to the preparation of CSPs and CSP updates, and the streamlining of 
internal procedures for project processing and implementation.  
 
111. Several IEI initiatives that will reduce project preparation time and improve project 
implementation are anticipated in 2006:  
 
 (i)  a recommendation paper proposing additional changes to ADB policies and 

procedures in the area of consulting services and procurement, following the 
Board discussion in September 2005 on two working papers: (a) Revising ADB’s 
Procurement Guidelines, and (b) Policies and Procedures on the Use of 
Consultants by ADB and its Borrowers; and  
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 (ii) a memorandum seeking Management approval of changes to the CSP process 
(para. 30), as well as the business processes and practices related to project 
processing and implementation. 

 
112. The preparation of one sample CSP, using the new processes on sector and thematic 
assessment diagnostics and roadmaps, is targeted for completion in 2006. The team will work 
on coaching and helping teams deliver projects using the new techniques. 
 

b. ADF: Performance-Based Allocation 

113. ADB plans to ensure effective implementation of the revised PBA policy. During 2006, 
ADB will implement several important initiatives under the revised PBA policy such as 
participating in technical workshops to discuss the World Bank’s debt sustainability framework 
for low-income countries, and the methodology used to determine debt thresholds for individual 
countries.  
 
114. Annual Country Performance Assessment Exercise. The annual ADB-wide exercise 
will be carried out beginning in 2006 covering ADF-eligible DMCs. This will be complemented by 
the annual report to the ADB Board on implementation of the PBA policy. To strengthen the 
analytical framework for the country performance assessment, research on portfolio 
measurement as part of the assessment is planned in the first half of 2006. 
 
115. PBA Policy and Capacity Building. During the first half of 2006, as committed during 
the ADF IX replenishment, ADB will prepare a report on PBA implementation for the ADF IX 
midterm review.  As part of capacity building support to the DMCs and similar to the seminars 
held in 2005, training seminars on PBA policy are to be conducted jointly with the World Bank in 
2006. Furthermore, other capacity building activities on PBA policy, including ADB’s orientation 
program for DMC officials, will be carried out in 2006, as appropriate; $0.5 million is provisioned 
in 2006 for ADF-related matters including implementing the PBA policy.   
 

c. OCR: Partnership with Middle-Income and OCR Counties 

116. The rapid transformation of the OCR countries, including middle income countries 
(MICs), demands ADB to adapt to the changing needs of these countries.  Based on close 
consultations with OCR countries, private sector and non-governmental partners in 2004 and 
2005, ADB is exploring a set of measures to enhance relevance and responsiveness of OCR 
operations.  In addition to the actions already underway through IEI, ADB in 2006 will also adapt 
further measures to permit more customized operations to suit the specific needs of OCR 
borrowers, as an integral part of the upcoming MTS II. 
 

d. Review of the Private Sector Development Strategy 

117. In the third quarter of 2005, a task force was established to strengthen ADB’s role in 
private sector development. This was triggered by the need to establish stronger synergy and 
cooperation between regional departments and PSOD, the rapidly changing business 
environment in the region, and the expansion of ADB’s private sector operations and the 
introduction of new initiatives, especially the IEI.  
 
118. [[This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy].In December 2005, the Task Force on the Review of Private Sector 
Development is submitting, to Management and the Board, a report which contains an action 
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plan for implementing a new private sector development framework.23 For 2006, proposals 
include (i) alignment of skills base with the strategy; (ii) improvement of business processes; (iii) 
new incentive mechanism for teams; and (iv) a new private sector development screening 
mechanism.   
 

3. Organizational Effectiveness 

a. Independent Assessment of the 2002 Reorganization 

119. In 2005, ADB introduced organizational changes following the 2004 recommendations of 
the independent assessment panel of ADB’s 2002 reorganization.24 These include 
 

(i) Reorganize and streamline RSDD to increase its relevance and effectiveness 
(Box 5).  

 
Box 5: Reorganization and Streamlining  

of the Regional Sustainable Development Department 
 

 The Regional Sustainable Development Department (RSDD) was reorganized to realign its 
resources and improve its capacity to deliver its mandates effective 1 July 2005. RSDD will focus on 
supporting operations in the most difficult areas and new fields of operations. RSDD eliminated its role on 
providing comments on the quality process, and moved to upstream operational support, focusing on 
complex and risky projects in high-priority sectors.  
 
 RSDD’s operational support will therefore focus on the formative stage of all country strategies 
and programs, regional cooperation strategy and programs, and selected projects, with a view to sharing 
RSDD’s expertise, intercountry knowledge, and international best practice. The extent of RSDD’s 
involvement will depend on the level of complexity and the challenges of projects. With regard to 
horizontal linkages, the governance structure and terms of reference of sector and thematic committees 
and networks have been redefined to improve integration of knowledge across the ADB.  
 
 The RSDD reorganization included establishment of the special initiatives group. The group 
involving multidisciplinary teams anchored in RSDD will be the center for identifying and implementing 
special initiatives to develop and implement new business concepts (instruments, modalities and product 
structures, business processes, and skills). The composition of the group will remain flexible, and consist 
of regular professional staff, subject specialists recruited as consultants, or staff members on fixed-term, 
nonrenewable contracts. 

 
(ii) Establish an independent CRMU as a step toward strengthening credit-risk 

management and as a move toward integrated risk management within ADB. 
The market/treasury related risk management function of TD was transferred to 
CRMU to form RMU effective 1 November 2005.  

 
(iii) Expand the mandate of the Office of External Relations under the PCP as well as 

its subsequent upgrade to the Department of External Relations and a transfer to 
place the department under the guidance of the Office of the President. 

 
(iv) Transfer the Office of Cofinancing Operations from the vice president finance and 

administration group to the vice president knowledge management and 

                                                 
23  An informal Board seminar was held on 7 November 2005. 
24  ADB. 2004. Independent Assessment of the Effectiveness of the Reorganization of the Asian Development Bank. 

Manila.  
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sustainable development group to strengthen links with the operations groups on 
operations-related issues and trust fund management matters.  

 
b. Intensified Delegation to Resident Missions 

120. In 2005, ADB opened a resident mission in Thailand (TRM) (Box 6) and a Pacific Liaison 
and Coordination Office in Sydney, Australia and closed the South Pacific Regional Mission. 
Three extended missions were opened to support tsunami-related activities, namely, extended 
missions in Maldives, Tamil Nadu and Kerala, and Sumatra (Box 10); the Extended Mission to 
Gujarat was closed in early 2005. This brings the total number of resident missions to 23, and 
extended missions to three and is consistent with ADB’s Resident Mission Policy25 of providing 
effective support to implement ADB’s strategic agenda through greater in-country activity and 
knowledge, and closer interaction with DMC stakeholders. 
 

Box 6: Thailand Resident Mission 
 
 The Thailand Resident Mission (TRM) was established in early 2005. The principal objective of 
the TRM is to enhance the relationship of the Asian Development Bank (ADB) with the Royal Government 
of Thailand and work in partnership with the Government to address the development challenges 
Thailand faces as a middle-income country. A partnership framework currently under preparation will 
define how ADB can provide demand-driven, value-added support for the development of Thailand. The 
Government and the domestic private sector have indicated their interest in obtaining ADB support in 
infrastructure development and capital market development.  
 
 Recently, based on the experience to date, the Mekong Department proposed expanding the role 
of TRM as a regional hub for Greater Mekong Subregion (GMS) activities, recognizing Bangkok’s 
strategic location in the GMS can contribute to greater efficiency and productivity. 

[Confidential information from this box has been removed in accordance with ADB’s Public 
Communications Policy (2005) paragraph 126]. 

The TRM will help to intensify coordination with development partners and regional harmonization by 
strengthening partnerships with other multilateral and bilateral agencies based in Bangkok, particularly 
UNESCAP. It will also serve as a key liaison office for ADB’s Office of Regional Economic Integration on 
activities to promote the integration of financial and capital markets in the region. 
 

Potential savings can be realized by carrying out some of the ADB programs in the GMS from the 
TRM, as travel costs from Bangkok to GMS countries are lower than from Manila; staff travel time is also 
much shorter. In 2006, a review of TRM effectiveness as a regional hub, including its cost implications, 
will be undertaken. 
 
121. Where deemed practical, effective, and cost-efficient, ADB will continue to expand the 
role of resident missions.26 During 2006, regional departments will continue to delegate 
operations responsibilities to most resident missions. Appendix 6 provides the current status of 
delegation of specific functions to resident missions. Table 12 provides a summary of resident 
mission staffing and expenses for 2006. The continued delegation to resident missions is 
expected to improve policy dialogue with DMC clients and stakeholders, strategy formulation, 
and project quality, as well as enhance ADB’s profile. As appropriate, resident missions will be 
involved in areas such as (i) regional cooperation and integration, and (ii) support to weakly 

                                                 
25  ADB. 2000. Resident Mission Policy, Manila and ADB.2002. Review of Progress in Implementation of the Resident 

Mission Policy. Manila. 
26 For instance, the programming of operations is fully decentralized in resident missions of South Asia (with the 

exception of Afghanistan, Bhutan, and Maldives,), and Mekong (with the exception of Thailand). 
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performing DMCs where greater in-field presence is required. In 2005, two counsels were 
assigned to resident missions. 
 

Table 12: Resident Mission Staffing and Expenses 

A. Number of Resident Missions 13 22           23           23               
    Number of Extended Missions 0 2             3             3                 
B. Staffing (Authorized Positions)

Professional Staff 38 87           100         105             
National Officer 53 153         163         178             
Administrative Staff 70 149         167         182             

C. Expenses ($'000) 17,190 34,484  39,654    45,852       
Operational Expensesb 12,862 28,208    32,075    38,517        
Administrative Expensesc 4,328 6,276      7,579      7,335          

a   Implementation of Resident Mission Policy since February 2000.
b   Staff costs, consultant, travel, relocation etc.
c   Leased circuit, office occupancy, equipment, etc.

2006 
BudgetItem

2004 
Actual

2000 
Actuala

2005 
Current 

Estimate

 
 
122. No new resident missions are planned for 2006. However, all professional staff 
requirements at resident missions (e.g., Afghanistan, PRC, Thailand, and Viet Nam) will be met 
through internal redeployment. This is not budget neutral but incremental costs are expected to 
be minimal and manageable. To strengthen the staff complement to meet the workload 
pressure due to increased delegation of functions from headquarters, a total of 15 national 
officer positions and 15 administrative staff positions will be allocated in 2006 (para. 192). A 
review of resident mission operations will be considered in 2006 to develop optimal solutions, 
which may include the following:  
 

(i) Decentralization modalities. As the number of DMCs increases, maintaining a 
full complement of sector and thematic specialists in each resident mission may 
not be cost-effective, even with greater selectivity and focus. The potential for 
regional hub missions will be examined building on the TRM’s experience as a 
hub for the Mekong subregion. This concept could be particularly relevant for 
regions distant from headquarters—Central Asia and the Pacific.  

 
(ii) Staff mix. Examine the mix of professional staff and national officers from the 

perspective of cost-effectiveness, while maintaining the highest standards of 
support to DMCs. 

 
(iii) Division of labor. Examine the division of labor, responsibility, and 

accountability between headquarters and resident missions for key areas of work 
such as CSP development, loan and TA processing in the private and public 
sectors, portfolio implementation, as well as regional cooperation and integration. 
The scope of responsibility for areas such as financial management and 
procurement will be considered. 
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(iv) ADB’s role in country-based cooperation arrangements. Given the provision 
under the Paris Declaration, examine possibilities to enhance collaboration with 
other agencies’ assistance programs. 

 
B. Achieving Greater Efficiency in Other Areas 

1. Improving Cost Information 

123. Consistent with MfDR, ADB has taken steps to strengthen its management cost 
accounting to help Management and work units better assess the administrative expense 
outlays of ADB’s key activities, such as loan and TA processing and administration, as well as 
country/regional strategy preparation. Improving cost information focuses on two objectives: (i) 
ensuring closer alignment between resource allocation and work units’ strategic priorities and 
work programs, and (ii) facilitating enhanced operational efficiency through the analysis of 
average unit costs of key activities. Volume input-output ratios, also known as coefficients, are 
estimated to help match staffing and budgetary resource requirements with planned work 
programs. 
 
124. Progress in Enhancing Cost Information. In 2005, steps have been taken to improve 
the cost information mechanism: (i) expansion of program or activity categories to differentiate 
expenses for operations, direct operations support, overhead, and knowledge management; (ii) 
compilation and validation of volume and expense databases to be used in the system; and (iii) 
development of cost indicators (i.e., unit-costs and expense ratios) for key public sector 
operations of regional departments and ADB as a whole. A summary analysis is presented in 
Appendix 7.  
 
125. In 2006, the following activities are planned: (i) deepen the cost analysis of public sector 
operations taking into account the 2005 data; (ii) generate cost indicators and relevant analyses 
for PSOD and selected nonoperation activities; (iii) improve the existing information technology 
facility for managing cost accounting, primarily by developing a temporary data warehousing 
system; and (iv) validate cost information with targeted departments to aid the department’s 
strategy formulation and operational efficiency reviews. Over the medium term, enhancement of 
the cost information system will link to and build on the ongoing works under ISTS II to establish 
a server-based program resource management system and move operational databases from 
the mainframe to server based applications. With a more integrated information technology 
system, the cost information system is expected to be upgraded by installing an enhanced time-
recording system and an activity-based costing module. 
 

2. Governance and Information Technology Improvements 

126. Financial Projection System and Funding Management System. In an effort to 
improve operational efficiency by enhancing financial system applications and automating 
business processes, TD introduced financial projection and financial management systems. A 
key business driver for financial management system implementation is the mitigation of 
operational risks related to the continued use of the legacy mainframe platform and associated 
outdated applications. The system will (i) significantly increase the capability of TD’s debt-
servicing operations; (ii) overcome limitations of the current system; and (iii) automate many 
calculations and processes, significantly reducing manual reconciliation. The time savings can 
be used to carry out value-added analytical work. The financial projection system will enhance 
analyses such as multicurrency analysis and back-testing exercises, and allow a more effective 
analysis of business segments assuming a greater number of scenarios.  
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127. Comprehensive Loan Accounting and Servicing System. Implementation of the new 
comprehensive loan accounting and servicing system (CLASS) to handle London interbank-
offered rate (LIBOR)-based loans started in March 2003. The system will process all 
transactions related to loans, guarantees, equity investments, and complementary financing for 
public and private sector operations. It will streamline and automate the recording, 
administration, and reporting of ADB's financial transactions, allowing greater efficiency and 
accuracy. To support effective project processing and administration, the comprehensive loan 
accounting and servicing system will enable ADB users, borrowers, and executing agencies to 
access comprehensive financial data in a timely manner. The system is expected to be fully 
operational in early 2006. 
 
128. Grant Financial Information System. The development of a grant financial information 
system started in April 2005. Implemented at the end of October 2005, the system will manage 
and control grant financing under the Asian Tsunami Fund and ADF IX, and provide all users 
with detailed information on utilization of grant accounts, including procurement, contract, and 
disbursement information. The system will also monitor increasing number of cofinancing grants 
currently being processed manually.  
 
129. Information Technology Infrastructure. ADB has realigned its Office of Information 
Systems and Technology to improve support for project-based activities, provide more cost-
effective delivery of the office’s services, promote greater cross-functional collaboration and 
better client responsiveness, and deliver more timely information technology solutions. These 
efforts are starting to deliver benefits in reduced project cycles and service response times 
through the integration of skills and consolidation of responsibilities for user support areas. 
Additional benefits and resource savings are anticipated through better resource planning and 
more focused application of skills and resources. (Box 7). 
 

Box 7: Information Technology Efficiency Measures 
 The ongoing information technology infrastructure optimization initiative will simplify and 

consolidate the existing technology infrastructure over the next 12–18 months, and result in reduced 
requirements for hardware, software, and number of specialized skills.  

 Improvements in fiscal governance within the Office of Information Systems and Technology 
generated an estimated savings of $2 million in capital and annual expenditures in 2005. This was 
realized through disciplined and careful decision making, cost-benefit analysis for investments, and 
enhanced controls.  

 Selective conversion of existing dedicated leased circuits to low-cost internet-type connections 
is under way; alternative technologies using the internet to deliver voice services and reduce 
dependency on international direct calling services are being evaluated. This will result in a 
substantially reduced cost to link smaller field offices. 

 Mainframe reports will automatically be converted to electronic documents resulting in direct 
savings of about $50,000 per year, primarily from reduced paper use. In addition, the introduction of 
digital printing technology has resulted in estimated savings of about $40,000 per year.  

 
130. To ensure the proper framework for ADB’s information technology direction and ISTS II 
initiatives, the information technology infrastructure and environment of the Office of Information 
Systems and Technology were reviewed. An information technology enterprise architecture 
framework and optimization plan was developed to capitalize on the existing hardware and 
software, and improve the value of ADB’s information technology investments.  
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131. A data and information system security review will result in a comprehensive ADB data 
and information security policy, the development of security guidelines and procedures, and a 
detailed implementation plan.  
 

3. Cost Effectiveness of Procurement 

a. Procurement under Operations 

132. Quality- and Cost-Based Selection. The quality- and cost-based selection procedure 
was adopted in 2003 as ADB’s preferred method to select consulting firms, primarily to reduce 
costs without compromising the quality of services provided by the consultant. Overall this 
objective is being achieved. Since the introduction of the system, cost savings have been about 
10% compared with the quality-based selection method. 
 
133. Consultant Recruitment System. A web-based individual (TA and staff) consultant 
recruitment system was introduced in February 2005. The system determines consultants’ 
remuneration based on a matrix of expertise and utilizes sectoral market-based remuneration 
rates. The time taken to recruit individual consultants under the system (from receipt of the 
recruitment request by the Consulting Services Division to issuance of the contract) was 
reduced to an average of 9 calendar days compared with 24 under the paper-based system. In 
addition, time taken to recruit TA consulting firms was reduced with the introduction of the 
consultant recruitment monitoring tool in January 2005. The tool monitors staff time taken to 
complete various recruitment tasks compared with targets (norms). Increased accountability of 
staff and monitoring of the tool have highlighted bottlenecks and allowed the Consulting 
Services Division and user departments to deploy staff to fix problems as they arise. Since the 
tool was introduced, the average time taken to recruit TA consulting firms has been reduced by 
an average of 25%.  
 
134. Internal Approval Thresholds for Procurement. ADB raised its internal procurement 
approval thresholds in 2005 to focus the Procurement Committee’s attention on larger and more 
complex cases. The number of formal meetings declined, resulting in a 40% decrease in 
decisions taken by the committee. This has improved ADB’s procurement decision 
responsiveness without jeopardizing its fiduciary and oversight responsibilities, which continue 
to be exercised at the appropriate level. To strengthen the procurement process, ADB’s Central 
Operations Services Office, with the support of the regional departments, will introduce the 
procurement monitoring system, which will be mandatory for all contracts considered by the 
Procurement Committee. The system will enable staff to closely monitor the procurement 
process and improve fiduciary and oversight functions. 
 

b. Procurement for the Institution 

135. Long-Term Procurement Contracts. In 2005, long-term contract arrangements were 
introduced to purchase office equipment such as desktop and notebook computers. This 
approach is expected to reduce procurement time and result in more favorable unit costs. In 
addition, ADB is reviewing alternatives to minimize direct and sole-source purchases by 
expanding its supplier database through mechanisms such as online supplier registration. 
Efforts to streamline internal procurement processes will continue to be explored.   
 
136. Subscriptions for Financial Information. Subscription fees for financial information 
services such as Reuters and Bloomberg have increased significantly. In an effort to contain 
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and rationalize such costs, TD reviewed its current subscriptions and contractual arrangements. 
Where possible, more cost-effective and time-saving alternatives were introduced. For example, 
terminal subscriptions previously used exclusively for manually feeding financial data into ADB’s 
financial systems could be saved by introducing automated data downloads. This is expected to 
generate savings of about 10% of the overall subscription fees, amounting to $55,000 in 2005 
and $59,000 in 2006. TD will continue to streamline its contractual arrangements with service 
providers, which is expected to reduce costs by $144,500 for subsequent years.  
 
 

IV. OPERATIONS EVALUATION AND ACCOUNTABILITY 

137. Starting in 2005, the budgets of OED and the two-step accountability mechanism27 are 
included under the Board of Directors category.  
 
A. Operations Evaluation 

138. A critical element for an effective evaluation function is the selection of the right topics 
for evaluation. OED’s work program for 2006 was endorsed by the Development Effectiveness 
Committee and reflects a more strategic and integrated work program based on (i) broader 
policy, country, and sector assistance program evaluations; and (ii) more selective individual 
public and private sector evaluations with sufficient coverage of smaller countries and weakly 
performing DMCs. In addition to preparing its annual reports and providing support to the 
Development Effectiveness Committee, OED will undertake at least one real-time evaluation of 
a selected topic to provide timely feedback on ADB’s development effectiveness. OED’s work 
program for 2006 with key outputs will be implemented within the resources provided.   
 
139. The selected evaluation reports to be continued or commenced in 2006 are shown in 
Box 8.28 The evaluation of individual operations will be generally completed within the year. 
Depending on the complexity, some broader evaluations starting in 2006 may be continued in 
2007. In addition to the evaluation reports and studies, OED will continue to (i) provide feedback 
to operations departments through comments on operations documents, participate at 
management review meetings, provide in-depth review of selected project completion reports, 
and disseminate OED findings; (ii) process periodic TAs to support the evaluation capacity in 
DMCs; and (iii) participate in meetings of the Evaluation Cooperation Group and the OECD-
DAC. With the containment of the ADB-wide administrative budget, OED will need to focus on 
team building, productivity, and quality to carry out its work program successfully. 
 
B. Accountability Mechanism 

140. During 2005, the Office of the Special Project Facilitator completed the consultation 
process on the Southern Transport Development Project in Sri Lanka29 and received one new 
complaint against an ongoing project in Indonesia, i.e., the Community Empowerment for Rural 
Development Project.30 This is the fourth claim received since ADB’s accountability mechanism 
                                                 
27  The two-step accountability mechanism comprises a consultation phase conducted by the Office of the Special 

Project Facilitator and a compliance review phase by the Office of the Compliance Review Panel. 
28 The Board approved the OED work program for 2006 on 22 November 2005. 
29  Loan 1711-SRI(SF) ADB. 1999. Report and Recommendation of the President to the Board of Directors on a 

Proposed Loan to the Government of Sri Lanka for the Southern Transport Development Project. Manila. The 
complaint was filed in June 2004. 

30 Loan 1765(SF)/1766-INO ADB. 2000. Report and Recommendation of the President to the Board of Directors on 
Proposed Loans to the Republic of Indonesia for the Community Empowerment for Rural Development Projects. 
Manila. The complaint was filed in February 2005. 
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became effective in December 2003. The consultation process for this complaint is expected to 
continue during the fourth quarter of 2005. For 2006, the office’s work program comprises 
primarily problem-solving activities on new complaints; outreach activities, including monitoring 
projects with potential for complaints; and the provision of feedback on lessons learned and 
good practices to operations departments.  
 

Box 8: Operations Evaluation Department 
Work Program for 2006 with Indicative Outputs  

 
Project and Program Performance Evaluation Reports. Twenty-four reports will be prepared covering 
21 public sector projects in agriculture, energy, education, finance, health, multisector, public sector 
reform, water supply and sanitation, and transport and communications; and three private sector projects. 

Technical Assistance Performance Evaluation Reports: Four reports will cover technical assistance in 
various sectors. 
Country Assistance Program Evaluations. Country programs in the People’s Republic of China (PRC), 
India, and Sri Lanka will be evaluated. 
Sector Assistance Program Evaluations. Two sector assistance programs in the PRC and India will be 
evaluated: 

• the transport sector (roads and railways) in the PRC, and 
• the energy sector in India. 

Impact and Special Evaluation Studies. Eleven studies will be prepared on 
• regional cooperation in the Central Asian republics, 
• support of the Asian Development Bank (ADB) for rural development in the Central Asian 

republics, 
• effectiveness of ADB operations in support of capacity development, 
• governance country study in Pakistan, 
• effectiveness of the sector development program modality, 
• private sector operations evaluation, 
• effectiveness of ADB’s energy policy,  
• effectiveness of ADB’s approaches to partnering and harmonization (phase II), 
• performance of ADB’s operations in support of rural development,  
• effectiveness of ADB’s microcredit operations, and 
• evaluation of ADB’s safeguard policies. 

Annual Evaluation Reports. Three reports will be completed: 
• 2006 annual evaluation review, 
• annual report on portfolio performance for 2005, and 
• evaluation highlights of 2005. 

Others. A real-time evaluation of project monitoring and management will be prepared. 
 
 
141. In 2006, the Compliance Review Panel will carry out its monitoring mandate under the 
Southern Transport Development Project31 and the Chashma Right Bank Irrigation Project 
(Stage III).32 The compliance review work program is mainly responsive to external demands; 
any request for budgetary resources over and above the projected level in 2006 will be reviewed 
                                                 
31 Loan 1711-SRI(SF) ADB. 1999. Report and Recommendation of the President to the Board of Directors on a 

Proposed Loan to the Government of Sri Lanka for the Southern Transport Development Project. Manila. The 
request for compliance review was received in December 2004. In July 2005, the Board of Directors approved the 
Compliance Review Panel recommendations for remedial actions for the project. 

32 Loan 1146-PAK(SF) ADB. 1991. Report and Recommendation of the President to the Board of Directors on a 
Proposed Loan to the Government of Pakistan for the Chashma Right Bank Irrigation Project. Manila. This is the 
last project filed under ADB’s Inspection Function. In August 2004, the Board of Directors mandated the 
Compliance Review Panel to monitor implementation of Board-approved remedial actions for this project. 
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during the course of the year. In addition to any possible new request for compliance review, the 
Office of the Compliance Review Panel (i) provides advice or guidance to potential requesters; 
(ii) provides secretariat support to the Board’s Compliance Review Committee; and (iii) 
coordinates with the Office of the Special Project Facilitator in carrying out public outreach on 
the ADB accountability mechanism, including producing annual reports for the Compliance 
Review Panel. 
 
 

V. FINANCIAL RESOURCES 

A. Ordinary Capital Resources and Asian Development Fund 

1. Financial Policy Initiatives 

142. Financial policy initiatives in 2005 have mainly focused on strengthening the asset 
liability management capabilities of ADB. The Asset Liability Management Committee, chaired 
by the vice president, finance and administration, meets quarterly to discuss financial 
management issues and provide oversight. The scope and depth of asset liability management 
analysis has been greatly expanded through asset class attribution, and specific tracking of 
possible debt overhang33 and cost of carry34 issues in the balance sheet. In addition, the 
quarterly treasury report to the Board has been expanded to include financial projections and 
risk exposure analysis on ADB’s lending and investment portfolios. 
 
143. A Board paper on the Review of the Resource Position of ADB (March 2005) also 
included a brief review of ADB’s financial policy framework. This paper concluded that ADB has 
sufficient resources to meet any planned level of lending within the indicated range of 
operational capabilities over the next 3 years. Capital erosion from exchange rate movements 
can be absorbed, and ADB can employ some margin of unutilized lending capacity to meet 
unexpected needs. Given ADB’s high capital-adequacy position, the paper recommended that 
the timing and size of the next general capital increase be reassessed in 2006. 
 
144. The Review of ADB’s Loan Charges and Allocation of 2004 Net Income (March 2005) 
recommended, among others, (i) transferring $288 million to the Asian Tsunami Fund, (ii) 
transferring $40 million to the ADF, (iii) allocating $40 million to surplus, (iv) allocating $37.9 
million to the ordinary reserve, and (v) transferring $32 million to the Technical Assistance 
Special Fund (TASF). ADB granted to all OCR borrowers without any arrears with ADB (i) a 
waiver of 20 basis points on the lending spread of public sector loans outstanding between 1 
July 2005 and 30 June 2006, and (ii) a waiver on the entire 1% front-end fee for all new public 
sector loans approved between 1 July 2005 and 30 June 2006. 
 
145. In 2006, TD will work with RMU to update and improve ADB’s capital adequacy 
framework and credit-risk policies related to ADB’s nonsovereign and local currency lending 
activities. Financial policies related to liquidity and investment management will be examined 
and improved. The review of ADB’s loan charges and allocation of 2005 net income will be 
completed in March 2006. 

                                                 
33  A debt overhang arises when the volume of borrowing exceeds the volume of loans in a specific pool. A debt 

overhang could also arise if prepayments are made and/or if the maturity mismatch between loans and borrowings 
is significant.  

34  Cost of carry is the difference between the investment return on liquidity in the cash-cushion portfolio and the 
associated borrowing cost of such liquidity. If the borrowing cost of the liquidity stored in the cash-cushion portfolio 
exceeds the investment return of the liquidity, then it is a negative cost of carry.  
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2. Borrowing and Investment 

a. Borrowing Programs 

146. In December 2004, the Board authorized a borrowing program for 2005 of $5.3 billion 
equivalent. As of 15 September 2005, ADB had completed 42 borrowing transactions, raising a 
total of $2.9 billion in long-term funds at an average cost of 6-month US dollar LIBOR minus 32 
basis points and an average maturity of 4.4 years. These borrowings were made in Japanese 
yen, US dollars, New Zealand dollars, South African rand, and Thai baht. Additionally, 7 euro-
commercial paper transactions were executed totaling $493.0 million. Of the total long-term 
borrowing, $1.0 billion was raised through a global benchmark US dollar bond issue, $1.5 billion 
through 11 issues targeting the Japanese retail market, and $299.0 million through 29 Japanese 
yen-denominated callable structured notes targeted to institutional investors in Japan. 
 
147. In May 2005, ADB launched Thai baht-denominated bonds in the domestic capital 
market of Thailand. The issue was in the form of fixed-rate bonds in the principal amount of 
B4.0 billion (about $100.8 million equivalent) with a maturity of 5.0 years. This pioneering 
transaction represents the first issue by a foreign entity in Thailand. In addition, ADB issued 
local currency bonds in the PRC and the Philippines (Box 9). 
 
148. Of the total proceeds of $3.4 billion (including euro-commercial paper), $2.2 billion was 
designated for US dollar LIBOR-based loans to meet cash requirements. The average all-in cost 
of US dollar LIBOR-based loan borrowing was 6-month US dollar LIBOR minus 30 basis points. 
ADB will pass on this sub-LIBOR cost to LIBOR-based loan borrowers by way of rebates. The 
remaining borrowing amounting to $1.2 billion was assigned to the discretionary liquidity 
portfolio. 
 
149. Based on current projections for net cash requirements during the remainder of 2005, 
ADB is expected to undertake additional borrowing of about $1.4 billion. The funding strategy 
will focus mainly on structured borrowings in the private placement market, retail targeted 
transactions, local currency borrowings, as well as euro-commercial paper transactions. Work 
on local currency borrowing is ongoing particularly in domestic bond markets such as India and 
Indonesia. Based on total funding of about $4.3 billion for 2005, ADB's liquidity is expected to 
total about $12.6 billion at the end of 2005. 
 
150. [This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. Based on the (i) projected net cash requirement for the year, (ii) 
required level of prudential minimum liquidity, and (iii) desired level of discretionary liquidity, the 
size of the borrowing program for 2006 is currently estimated at $7.4 billion. 
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b. Investment Operations  

151. While the size of the OCR portfolio was maintained at the minimum prudential liquidity 
level of $12.7 billion for 2005, the size of the discretionary liquidity portfolio was increased to 
$3.5 billion in 2005 from $2.5 billion at the end of 2004. 
 
152. As of 30 September 2005, OCR core investments, which are denominated in 18 
currencies, totaled $7.2 billion. The largest concentration of the portfolio was in US dollars 
(57%), followed by Japanese yen (21%). The average duration of the OCR core portfolio as of 
30 September 2005 was 1.99 years. As of 30 September 2005, the size of the cash cushion 
portfolio was $1.6 billion with duration of 0.06 year, and the size of the operational cash portfolio 
was $0.4 billion with duration of 0.04 year. 
 
153. During 2006, the liquidity portfolios will be managed with a view to (i) maximizing total 
return for the authorized level of risk, (ii) maximizing the utilization rate of existing portfolio 
holdings for securities lending, and (iii) outperforming the return of external benchmark 
portfolios, where applicable. 
 

Box 9: Local Currency Bond Issues 
As part of its efforts to promote bond market development in the region, the Asian 

Development Bank (ADB) completed three market-opening transactions in 2005, including a 5-year 
B4.0 billion 3.87% bond issue in Thailand, a 10-year CNY1.0 billion 3.34% bond issue in the People’s 
Republic of China (PRC)a and a 5-year P2.5 billion zero coupon bond issue in the Philippines.  

All three issues were oversubscribed, with participation from a broad range of institutional 
investors including banks, insurance firms, pension funds, and fund management companies. All three 
transactions represent many firsts in the respective capital markets: first issue by a foreign entity; first 
supranational issue; and first issue rated triple-A by Fitch, Moody's, and Standard & Poor's. Following 
ADB's bond issues in India and Malaysia in 2004, these issues enable ADB to continue its role as a 
pioneer in regional bond markets, providing local and international investors with the highest quality 
debt securities supported by standard best practices and role model disclosure and documentation. 
ADB is able to offer local currency loans to help reduce currency mismatches for borrowers that have 
no foreign exchange earnings. In India, two borrowers benefited from ADB’s rupee-denominated 
loans: Powerlinks Transmission Limited and Dewan Housing Finance. In the PRC, the bond proceeds 
are expected to be used to fund private sector projects in various sectors such as banking, 
infrastructure, and environment. In the Philippines, local currency loans were extended to two projects 
focused on resolving nonperforming loans in the country.  

These pioneering issues also contribute to ADB’s objective of bond market development in the 
following ways: (i) increasing international investors confidence in the local currency; (ii) contributing to 
diversification that accrues to local investors that are often overexposed to domestic economic and 
financial risks; (iii) meeting the demands for local institutional investors such as life insurers and 
pension funds that are keen to match their long-dated liabilities with long-term assets; (iv) contributing 
to the development of liquidity in these bond markets by entering into swap transactions, either 
interest rate or cross-currency; and (v) transferring knowledge in the area of disclosure, 
documentation, and deal management.  
a  In the PRC, the International Finance Corporation issued its 10-year CNY1.13 billion 3.4% bonds at the same 

time as ADB. 
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3. OCR Income Projection 

154. [Paras. 154–155 were deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. Net income is projected under a reference case scenario and a 
sensitivity case scenario. Both scenarios are based on a number of assumptions, including (i) 
projected loan approvals, (ii) loan cancellations, (iii) loan prepayments, and (iv) investment 
returns. Based on the updated reference case, ADB’s allocable net income for 2005 is projected 
to be $384.9 million. The reference case allocable net income is projected to remain between 
$390.7 million and $437.6 million for 2006–2008. The sensitivity case assumes a reduction in 
loan approvals, an increase in loan cancellations, an increase in loan prepayments, and a 
reduction in investment returns from the reference case. Assuming the sensitivity case, 
allocable net income is projected to be between $337.6 million and $271.7 million for 2006–
2008. Both scenarios are updated on a quarterly basis.  
 
155. Given the current size of ADB’s balance sheet and budget framework, an annual net 
income of at least $250 million is needed to sustain ADB’s operations, provided that the equity-
to-loan ratio remains above the targeted 35% and no major adverse credit events occur. 
Therefore, the projected net income for 2006–2008 under both cases is considered sufficient to 
cover ADB’s operations. It provides a prudent accumulation of reserves, surplus, and possible 
allocation of net income to the ADF, TASF, loan loss reserve, and other funds, if needed. 
 

4. ADF Resources and Currency Management 

156. ADF IX became effective on 29 April 2005 as the unqualified instruments of contribution 
deposited with ADB reached SDR1.170 billion ($1.71 billion equivalent) representing more than 
50% of all pledged contributions. As of 31 August 2005, 18 of 28 donor countries had officially 
deposited their instruments of contribution and promissory notes. The ADF IX operational level 
remains at $7 billion during 2005–2008, with a maximum of 18% of the total to be committed as 
ADF grants. Approximately 3% of the total will be committed to TASF replenishment.   
 
157. ADB will improve the currency composition of ADF for the benefit of borrowers35 by 
discontinuing the current practice of managing ADF resources in as many as 15 currencies. 
While ADF donor contributions will continue to be made in national currencies, US dollars, or in 
special drawing rights (SDR), ADB will convert these contributions as well as ADF loan reflows36 
into the currencies that constitute the SDR. The borrowers’ obligations regarding repayment of 
the loan and payment of interest and service charges will be determined in SDR, rather than in 
national currencies.   
 
158. The proposed SDR approach to managing ADF resources will (i) provide borrowers with 
a simplified and predictable currency system; (ii) offer a consistent loan product to ADF 
borrowers; (iii) harmonize ADB’s practices with those of other multilateral development banks, 
specifically with the International Development Association; (iv) manage and mitigate exchange 
risk exposures for borrowers and ADB; and (v) enhance resource management and financial 
planning. Borrowers are expected to respond favorably to the proposal. The tentative target 
implementation date is 1 January 2006. For existing ADF loans, ADB will simplify the 
amortization mechanism for borrowers, and offer an option to make the loan service payments 
in one of the SDR currencies. Enhancement and adjustments of the comprehensive loan 
administration and servicing system and other related systems to accommodate these changes 

                                                 
35  ADB. 2005. Asian Development Fund Currency Management Proposal. Manila.   
36  Loan reflows refer to repayments of loan principal and payments of interest and service charges. 
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will be completed in 2006. Furthermore, a comprehensive projection model to support this 
initiative and improve ADF financial management tools will be developed in 2006. 
 
159. In conjunction with the currency rebalancing scheme of the proposal, the ADF liquidity 
position needs to be thoroughly reviewed, and a liquidity policy developed. TD will conduct a 
new ADF investment authority study in 2006.  
 
B. Grant Funds Management 

1. Technical Assistance Special Fund  

160. As of 30 September 2005, cumulative TASF resources amounted to $1.3 billion. These 
comprised direct voluntary contributions ($88.7 million); TASF portions of ADF V, ADF VI, and 
ADF IX contributions ($72.3 million, $140.8 million, and $150.5 million respectively); allocation 
from OCR net income ($663.0 million); income from loan recoveries and TASF investments 
($138.4 million); and transfers out of the TASF to the ADF ($3.5 million). A total of $1.0 billion of 
the TASF resources was utilized as of 30 September 2005, leaving an unutilized balance of 
$241.8 million. 
 
161. The TA program 2006–2008 is planned at $180 million per annum (Table 13). The major 
sources of funding are from the TASF, Japan Special Fund (JSF), and other fund sources 
primarily comprising theme and/or country-specific bilateral trust funds. The TASF started its 
third replenishment, which was incorporated in the ADF IX replenishment in 2005. 
Approximately 7% of all ADF IX basic burden share contribution goes to the TASF. During 2005, 
a net income transfer of $32 million from OCR operations was completed and is included in the 
existing TASF resources.   
 
162. Current TASF funding requirements for 2006–2008 are estimated at approximately $60 
million, which can be funded by annual OCR net income transfers of approximately $20 million. 
Any proposals to transfer income from OCR to the TASF will be presented to the Board on a 
year-to-year basis, subject to annual availability. The JSF program is subject to annual 
confirmation by the Government of Japan. The core TA resources comprise (i) TASF, (ii) JSF, 
and (iii) potential OCR net income transfer amounting to approximately $414 million during 
2006–2008, funding 76.9% of the total TA program during the next 3 years. The rest will be 
funded from TA savings and cancellations, and other bilateral sources.   
 

2. Japan Special Fund 

163. As of 30 September 2005, the total of cumulative contributions by the Government of 
Japan to the JSF, since its establishment on 10 March 1988, was ¥132.2 billion. This includes 
regular contributions of ¥86.7 billion, supplementary contributions of ¥18.0 billion, and the Asian 
Currency Crisis Support Facility of ¥27.5 billion. With the fulfillment of its purpose, the 
Government of Japan and ADB agreed to terminate the Asian Currency Crisis Support Facility 
on 22 March 2002. At the request of the Government, ¥11.6 billion (about $90 million) was 
transferred from the facility to the Japan Fund for Poverty Reduction. In addition, $1.0 million 
was transferred from the JSF investment income to the Cooperation Fund for Regional Trade 
and Financial Security Initiative in July 2004. 

 
164. As of 30 September 2005, of the total JSF contributions of $870.9 million, $834.1 million 
had been utilized for TAs. Of the total Asian Currency Crisis Support Facility contribution of 
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$124.7 million, $55.7 million had been utilized for interest payment assistance and $40.6 million 
for TAs. 
 

Table 13: Planned Financing of TA Operations, 2006–2008 
($ million) 

Total 2006 2007 2008
Item 2006–2008a Planned Planned Planned

A.  TA Program 540 180 180 180

B.  Financing Sources
     1.  Existing Resources in TASF 54 18 18 18
     2.  New Contributions 180 69 56 55
     3.  Total TASF (B.1+B.2) 234 87 74 73
     4.  JSF 120 40 40 40
     5.  TA Portfolio Management
          Savings and Cancellations 30 10 10 10
     6.  Other Sources 96 32 32 32
     7.  Total TA Resources (B.3+B.6) 480 169 156 155

C.  Resource Funding Gap (A.-B.7) 60 11 24 25

     Core Program (TASF and JSF and
     Income Transfer) 414 138 138 138

JSF = Japan Special Fund; TA = technical assistance; TASF = Technical Assistance Special Funds.
a  Estimates as of September 2005.  
 

3. Other Grant Funds 

165. ADB administers approximately 30 active grant fund facilities for various specific 
purposes. The number of grant funds under ADB administration continues to increase. These 
funds include those that mainly focus on thematic areas such as poverty reduction, governance, 
gender and development, water sector, MfDR, trade and financial security initiative, HIV/AIDS, 
environment, and energy; and contribute to ADB’s development agenda. The PRC Government 
established a new $20 million fund for poverty reduction and regional cooperation for 
implementation in 2005–2009. The Asian Tsunami Fund, established in 2005, is to support 
rehabilitation and reconstruction needs on a multisector basis (Box 10). Following the 
earthquake that struck Pakistan in October 2005, the Pakistan Earthquake Fund is being 
established to mobilize funds to support immediate reconstruction, urgent rehabilitation, and 
associated development activities in Pakistan.   
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166. As of 30 September 2005, the following TAs were being implemented: (i) 18 TAs for $6.1 
million financed by the Cooperation Fund for National Poverty Reduction Strategy; (ii) 74 TAs 
for $37.78 million financed by the Poverty Reduction Cooperation Fund, and 33 TAs for $17.60 
million are being processed for ADB approval before mid-2006; (iii) 20 TAs for $3.7 million 
financed by the Governance Cooperation Fund; and (iv) 4 TAs for $14.05 million financed by the 
Cooperation Fund for the Water Sector, with another 4 TAs for $3.4 million being processed. 
Appendix 8 summarizes the current status of some of these funds. 
 
167. The 2006 budget allocates $3.82 million to cover the total incremental expenses for 
business travel, staff consultants, and administrative expenses excluding staff costs to 
administer all the grant funds. Currently, the cost of administering the funds inflates the overall 
internal administrative expense (IAE) budget by the amount of the service charge or recoverable 
cost. This place a constraint on ADB, as the costs related to administering these funds compete 
with other demands for the IAE budget, despite its eligibility for cost recovery. Beginning in 
2006, these amounts are proposed to be shown separately and netted out of the IAE budget 
(Appendix 1). 
 
C. Cash Management and Cash-Flow Projection  

168. Maintaining up-to-date estimates of funds required for disbursements of project and 
program loans is an important requirement for efficient cash management. However, in the 
absence of an enterprisewide computer system, the process of making accurate and timely 
forecasts of cash inflows and outflows will remain a challenge in 2006. For proactive cash 
management, TD will continue to coordinate closely with the operations departments. This will 
be a critical activity to ensure that funds in major currencies are available to meet 
disbursements of loans, debt-service payments, and administrative expenses. The process of 

Box 10: Asian Tsunami Fund  
 
 In February 2005, in response to the special circumstances surrounding the developing 
member countries affected by the tsunami on 26 December 2004, the Asian Development Bank 
(ADB) established a specialized fund, the Asian Tsunami Fund, with an initial amount of $600.0 
million of grant resources drawn from ADB’s ordinary capital resources. Following the initial $600.0 
million contribution, contributions were received from two governments. The Government of Australia 
contributed $3.7 million equivalent earmarked for reconstruction work in Sri Lanka. The Government 
of Luxembourg contributed $1.0 million to rehabilitate irrigation schemes in the Indonesian provinces 
of Aceh and North Sumatra. A further $100 million in cofinancing was mobilized from the European 
Community and Agence Française de Développement for tsunami-related projects in Sri Lanka. The 
Office of Cofinancing Operations has been actively engaged in exploring other opportunities to 
mobilize cofinancing via partnerships with countries giving assistance. Additional contributions to the 
fund are expected. 
 
 Of the amount raised, $572.0 million has been approved and committed to date for 
rehabilitation and reconstruction of tsunami-affected areas. To ensure timely implementation and 
quality control, the following extended missions have been established: Extended Mission in Sumatra 
(with a project management office in Banda Aceh), Extended Mission in Tamil Nadu and Kerala, and 
ADB-World Bank Extended Mission in the Maldives.  
 

It is estimated that a total budget of $0.3 million will be required in 2006 for other 
administrative expenses representing recurrent cost of extended missions in India, Indonesia, and 
Maldives. 
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cash-flow forecasting will also enable effective funding, investment, and risk management 
operation, including updating of the TD quarterly reports. 
 
 

VI. 2006 BUDGETARY RESOURCES 

169. The 2006 Budget provides the essential staff, operational, administrative, and capital 
expenditure resources required to deliver the work program for the fiscal year 2006.   
 
170. Section A provides a summary of IAE estimates for 2005. Section B explains the 2006 
budget process. Section C provides the staffing framework, staffing priorities for 2006, and the 
proposed staff allocation for 2006 under a zero real budget growth framework. Section D 
summarizes the cost drivers for 2006 and the price/volume analysis. Section E reviews the 
budget growth during 2001–2006. Section F summarizes the 2006 IAE Budget. This is followed 
by a variance analysis of major line items of the 2006 Budget. Section G presents the 
expenditures by program category.  
 
A. Internal Administrative Expenses: Estimates for 2005 

171. Prior to 2005, budgetary resources were reviewed and reallocated twice a year: midyear 
and in October/November concurrent with annual budget preparation for the coming year. The 
process of updating current year estimates for IAE, also known as the revised estimate, was 
recently discontinued.37 As such, the estimate for 2005 reflects the expected utilization of the 
2005 budget allocation. Beginning in 2005, the midyear budget review is more comprehensive 
and substantive as it combines the midyear and the revised estimate into a single exercise. 
 
172. The 2005 current estimate for IAE is projected at $299.7 million, against the original 
budget of $299.8 million. This reflects a slight saving of $0.16 million. Table 14 provides a 
summary comparison of the current estimate and the original budget by budget category. 
 
173. Savings of $22,000 are expected in the Board of Governors category, mainly due to 
lower than projected costs for representation, ancillary meetings, and seminars related to the 
38th Annual Meeting in Istanbul, Turkey.       
 
174. Savings of $131,000 from the 2005 budget are projected in the Board of Directors 
category, primarily due to lower than expected expenses for salaries and benefits in the offices 
of the directors’ budget, which are partially offset by higher relocation expenses. The expenses 
for the accountability mechanism, which is a subcategory under the Board of Directors, remain 
at $1.85 million.   
 
175. Operational Expenses. A slight saving of $11,000 is currently projected. The additional 
unforeseen requirements within this category, mainly for consultants and business travel, relate 
to the perception survey for the new PCP ($0.3 million), implementation of the Nam Theun 2 
Hydroelectric Project ($0.2 million), and expanded mandates of OREI ($0.3 million). This is 
expected to be offset by the projected savings in salaries, because of lower than expected staff-
years, and staff development. Concerted efforts are being made to contain all these expenses 
within the budget allocation for operational expenses.  
 
 

                                                 
37  Memo to the President on the Streamlining of the Budget Review Process, 15 June 2005. 
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Table 14: 2005 Current Estimatesa 
($ ‘000) 

 
  2005  
 
Budget Category 

2004 
Actual 

(A) 

Original 
Budget 

(B) 

Current 
Estimate 

(C) 

Overrun 
(Underrun) 

(C-B) 
Board of Governors 594 975 953 (22)
Board of Directorsb 18,503 19,477 19,346 (131)
Operational Expenses 206,423 222,537 222,526 (11)
Administrative Expenses 49,516 53,870 53,870       0 
General Contingency               0 2,969 2,969       0 
  
  Total 275,036 299,828 299,664 (164)
a The comparison in Table 14 does not include the changes in presentation as outlined in paras. 180-185, which will 

be effective from 2006 budget.  
b Starting with the 2005 budget, this category is presented with the inclusion of three subcategories: offices of the 

directors, accountability mechanism, and operations evaluation. Under current practice, overrun in any of the 
expense items under the Board of Directors category would have to be met from the general contingency. 

                                                        
176. Administrative Expenses. The original budget of $53.87 million is expected to be fully 
utilized. Overruns from contractual legal and administrative services, and for establishing 
extended missions in India, Indonesia, Maldives, and Sri Lanka are expected to be offset by 
savings in office supplies and equipment, insurance, and depreciation expenses. 
 
177. General Contingency. Provisions have been earmarked for (i) tsunami-related 
expenses ($1.4 million), (ii) unanticipated severance pay incurred by OED ($0.5 million), (iii) 
expenses related to ADB’s assistance to earthquake-affected areas in South Asia ($0.5 million), 
and (iv) initial expenses for ADB’s response to avian flu ($80,000) in the region. Actual 
utilization of the general contingency will only be known after year-end closing.  
 
B. 2006 Budget Process 

178. The 2006 budget was formulated taking into consideration the strategic context 
summarized in paras. 2–14 and elaborated upon in the WPBF (2006–2008), as well as work 
programs submitted by departments and offices.  
 
179. In the initial stages of budget preparation, Management guided staff to contain the 
growth of administrative budgets to the maximum extent possible, through a zero real growth 
budget for 2006. As such, the professional staff complement will not be increased in 2006. This 
proved to be a challenge, given the increased workload over the past few years from expanded 
mandates of departments and offices. It also demanded a concerted effort across all 
departments/offices to make a more deliberate prioritization of 2006 work programs; to promote 
greater work focus; and ultimately, development effectiveness. To make zero growth feasible, a 
review of staff resources and budget requirements for new initiatives was undertaken; trade-offs 
were pursued. Productivity gains and other efficiency measures were fully examined to identify 
areas of savings to fund 2006 priorities. A summary of the budget framework is presented in 
paras. 15–20. 
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1. Changes in Presentation 

a. Cost of Administering Trust Funds 

180. At present, administrative expenses of trust funds including those highlighted in 
Appendix 8, except for the JSF, are charged to ADB’s IAE budget. The fee reimbursements 
received for administering these trust funds are taken up directly to ADB’s income and not 
netted against the expenses. This current treatment (i) inflates the overall IAE budget, and adds 
to unnecessary budgetary constraints, and (ii) places trust fund administration expenses 
unnecessarily in competition with other resources required for department work programs and 
priorities.  
 
181. Beginning in 2006, costs for administering trust funds will continue to be included in the 
overall IAE budget, but the estimated fee reimbursements will be shown separately below the 
IAE budget and netted off to derive the net IAE budget, which is presented for consideration and 
approval by the Board. 
 

b. ADB Retirees’ Medical Insurance Premium 

182. Participants of ADB’s GMIP who become immediate pensioners after ADB service are 
eligible to enroll under the PRGMIP. If the pensioner has completed 10 years of participation in 
the GMIP, ADB continues to subsidize the monthly premium.  
 
183. Costs for active GMIP participants as well as participants under the PRGMIP are 
currently charged to the operational expenses category of the budget. However, this should only 
capture costs directly related to implementation of ADB’s work program. In an effort to 
segregate the costs pertaining to delivering ADB’s outputs under operational expenses, and the 
overhead costs under the other administrative expense category, the PRGMIP cost will be 
reclassified to Insurance under other administrative expenses.   
 

c. Centralization of ADB Expenses Related to the Annual Meeting  

184. Expenses classified under the Board of Governors budget category pertain to costs 
related to activities involving ADB’s governors, primarily the annual meeting. Currently, certain 
annual meeting expenses such as travel and accommodation of staff and directors’ assistants, 
representation and social events, shipping and communications, supplies and printing, media 
information, and staff overtime are charged to departmental budgets. These costs represent 
approximately 30% of the total annual meeting costs. 
 
185. To ensure transparency and better planning and monitoring of annual meeting 
expenditure, all-ADB wide expenses related to the annual meeting will be centralized under the 
Board of Governors category.  
 
C. Staffing Framework, Priorities, and Proposed Staff Allocation 

186. To help achieve zero real growth in the budget and to ensure that resources are 
available to fund priorities for 2006, an across-the-board sequestration of 5% of the authorized 
vacant professional staff complement38 and selected discretionary expenses such as business 
                                                 
38  Sequestration of authorized professional staff positions applied to departments and offices having 20 or more 

professional staff. Each department/office did not need to identify positions for relinquishment, but was required to 
limit the number of its existing staff to less than 95% of its total 2005 budgeted positions.  
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travel, consultants, communications, and contractual services was applied to a central resource 
pool. This exercise facilitated the process of making resources available for reallocation to 
priority areas. A portion of these centrally maintained vacant professional staff positions has 
however been set aside to be released as required during 2006 to departments where 
operations require unforeseen additional staff resources. This will ensure flexibility in the use of 
budgetary resources to deliver the work program. Management guided the final allocation of 
these resources. In addition to this resource pool, redeployment of resources within each 
department and office was vigorously explored to ensure that prioritized areas are allocated a 
sufficient amount of resources. 
 
187. A total of 30 professional staff positions were sequestered from departments and offices 
across ADB as shown in Table 15. 
 

Table 15: Sequestration of Professional Staff Positions  
by Department and Office 

 

Department/Office Number 
  
Knowledge Management and Sustainable Development 4 
Regional and Sustainable Development Department 3 
Economics and Research Department 1 
  
Operations 1 11 
South Asia Department 6 
Mekong Department 4 
Private Sector Operations Department 1 
  
Operations 2 11 
East and Central Asia Department 5 
Southeast Asia Department 3 
Pacific Department 2 
Central Operations Services Office 1 
  
Finance and Administration 4 
Office of the Secretarya 1 
Office of the General Counsel 1 
Budget, Personnel, and Management Systems Department 1 
Treasury Department 1 
  
 Total 30 
 
a One professional staff position was released as a result of the realignment of functions in the 

Office of the Secretary. 
 
188. To facilitate the allocation of the sequestered vacancies, a list of strategic and work 
program priorities for 2006 were confirmed during the WPBF process and with Management 
separately. Of the 30 positions sequestered, 23 have been allocated linking the staffing 
requirements to ADB-wide priority areas and new initiatives, as identified in para. 19, and as 
follows:  
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(i) Operations. Positions will be allocated to the South Asia Regional Department, 
East and Central Asia Department, and PSOD to support the expansion of their 
operations and to help manage their workload due to the continued buildup of 
new investments. In the case of the East and Central Asia Department, staff will 
be assigned primarily to assist in preparing country programs for new DMCs, i.e., 
Armenia and possibly Georgia. 

 
(ii) Regional economic cooperation and integration. Positions will be allocated to 

OREI to support the broader mandate of (a) enhancing and assisting the work 
program for regional economic cooperation and integration, and (b) raising ADB’s 
profile in key regional economic cooperation and integration initiatives, such as 
trade and investment as well as bond market development. 

 
(iii) Risk management. Positions will be assigned to RMU to strengthen the credit-

risk assessment and management function within ADB. 
 

(iv) Public communications policy. Positions will be allocated to the Department of 
External Relations for implementation of the new PCP, specifically to provide 
external relations specialists to help with media campaigns and networking with 
academia. 

 
189. Seven positions will remain in the central pool for redistribution to operations 
departments in 2006 as required. Table 16 reflects the skills requirement for the reallocated 
professional staff positions. 
 
190. This one-time sequestration will (i) allow maximum flexibility in the use of limited 
resources to priority areas, (ii) improve skills-mix requirements in support of the 2006 program, 
and (iii) contribute to promoting a greater mobility of staff resources across departments and 
offices to respond to workload fluctuation. This exercise will be complemented by the ongoing 
ESP, which will generate additional professional staff vacancies that can be used to address 
skills-mix requirements and improve effective use of staff. 
 
191. To ensure a fair distribution of professional staff across the regional departments and to 
better align staff resources with work program priorities, a comparative analysis was carried out 
to assess the level of professional staffing in regional departments against their major work 
programs and outputs.  
 
192. National officer and administrative staff requirements at headquarters for 2006 will be 
met through redeployment. This was made possible through savings and work realignment in 
OAS (12 positions) and the Office of the Secretary (1 position). These positions will be allocated 
to support priority areas such as regional economic integration, risk management, external 
relations, PBA for ADF, private sector operations, and cofinancing. For resident missions, a total 
of 15 national officers and 15 administrative staff positions will be allocated in 2006 to support 
workload requirements mainly due to additional delegation of the project administration function. 
To ensure flexibility and continued responsiveness, a total of 5 national officer positions and 4 
administrative staff positions were left unallocated.     
 
193. Appendix 9 summarizes the staff distribution by nationality, Appendix 10 provides the 
overall number of authorized staff positions by department/office, and Appendix 11 provides 
staff distribution by salary structure. 
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Table 16: Allocation of Sequestered Professional Staff Positions 
 

Job Area/Position Title/Departments Number 
        
A.   Programming, Processing and Portfolio Management  15  
 1. South Asia Department  9  
    Project Economist  2  
    Project Specialist (Transport)  2  
    Project Specialist (Energy)  2 
    Urban Development Specialist  1 
    Public-Private Sector Development Specialist  1 
    Social Safeguard Specialist  1  
        
 2. East and Central Asia Department  3  
    Country Program Specialist (Armenia and Georgia)  2  
    Public-Private Sector Development Specialist  1  
        
 3. Private Sector Operations Department  3  
    Capital Market Specialist (in PRCM)  1  
    Structured Finance Specialist (Energy or Transport)  1  
    Project Specialist (Urban Infrastructure)  1  
        
B.  Operation Support  5  
        
 1. Department of External Relations  2  
    Communications Strategy Specialist  1  
    Public Affairs Specialist (Networks)  1  
        
 2. Risk Management Unit  3  
    Risk Management Specialist  3  
        
C.  Regional Economic Cooperation and Integration  3  
        
 1. Office of Regional Economic Integration  3  
    Economist (Macro and Financial)  1  
    Bond Market Specialist  1  
    Trade Economist  1  
        
D. Unassigned a  7  
        
   Total   30  
a Reserved for supporting staffing needs for expanded operational activities. 

 
194. All staff resource requirements cannot be fully accommodated under the current level of 
staffing. To address the staffing gap, and provide necessary resources to carry out the work 
program, staff consulting services will be used.  
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195. Through this staffing framework, ADB will attempt to meet the challenges of the work 
program. However, sustaining operations with these staffing levels will eventually be limited. 
Therefore continuing to monitor the staffing situation is critical, including proposing, where 
necessary, to augment the staff complement in future years, especially in the context of 
supporting any increase of operations compared with the 2002–2004 levels. 
 
D. Price/Volume Growth and Cost Drivers 

196. The 2006 budget growth is $15.8 million over the 2005 current estimate (Table 17). To 
achieve the guiding principle of a zero real growth budget framework, the volume aspect of the 
2006 budget was primarily maintained at no real growth. Hence, the full nominal budget growth 
can be attributed to various price increases relating to inflation and other external factors. 
However, supporting ADB’s priorities under a flat real budget growth environment was not 
without its own set of difficulties and volume increases had to be offset by significant measures, 
including trade-offs and rationalization measures.  
 
197. The 2006 budget arrives at an overall increase of 5.3%, fully attributable to price 
increases. An overview over the price and volume changes in categories is provided in Table 17 
and detailed in Appendix 12. 
 

Table 17: Price/Volume Analysis 
($ ‘000) 

Current
Estimate Budget

2005 2006 Total Price Volume

A. Board of Governors 1,351             1,350             (1)             0.0 4.5 (4.5)

B. Board of Directors 19,300           19,540           240          1.2 4.4 (3.1)

C. Operational Expenses 219,919         236,123         16,205     7.4     5.7      1.6       

D. Administrative Expenses 56,126           55,462           (663)         (1.2)    4.0      (5.2)     

    Total 296,695         a 312,476         b 15,781     5.3     5.3      0.0       

a

b Excludes (i) incremental depreciation ($1.104 million), (ii) general contingency ($3.136 million), and (iii) fee 
reimbursements for trust funds.

Increase/ %
(Decrease)

Excludes general contingency ($2.969 million) and fee reimbursements for trust funds.

Item

Note: Figures may not add because of rounding

Percentage Change 

 
1. Volume Growth and Cost Drivers 

198. Several areas are projected to have a significant impact on the 2006 budget. These 
include initiatives started in the last 2 years as well as those projected for 2006:  
  

(i) continued implementation of initiatives under the Reform Agenda, such as MfDR 
within ADB ($1.5 million) and the HR strategy ($1.5 million); 

 
(ii) strengthening of RMU to support lending to the public and private sector on a limited 

or nonrecourse basis ($0.6 million); 
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(iii) expansion of regional cooperation and integration efforts in OREI ($0.4 million); 
 

(iv) initiatives to scale up the development impact of ADB’s work by increasing financial 
assistance and building robust pipelines, meeting DMC priority needs through pilot 
tests of new IEI instruments and modalities, and initiating operations in new member 
countries ($2.4 million); 

 
(v) support for ADF-related matters, including the PBA, ADF IX midterm review, and 

ADF currency management ($0.5 million);  
 

(vi) implementation of the PCP, which will require additional staff in headquarters and at 
resident missions, as well as increase in outreach, document translation, and 
disclosure-related requirements ($0.7 million); 

 
(vii) costs related to the full-year effect of extended missions and newly-opened resident 

missions and offices, such as TRM and the Pacific Liaison and Coordination Office in 
Sydney ($0.6 million); 

 
(viii) costs of special ADB initiatives, led by RSDD’s special initiatives group ($0.5 million); 

and 
 

(ix) cost of the knowledge management action plan ($0.5 million). 
 
199. These volume increase had to be offset by various volume related initiatives and savings 
to meet the guiding principle of a zero-real budget growth between 2005 and 2006. Staff 
resources and budget requirements for new initiatives were made available through 
sequestration, trade-offs (possibly discontinuing or reducing other activities), productivity gains, 
and other efficiency measures. Productivity gains obtained and efficiency measures instituted 
resulted also in a reduction of other administrative expenses. These primarily relate to 
rationalizing communications expenses by increased use of electronic formats instead of 
physical mailing systems, streamlining information technology and other service-related 
maintenance contracts, and exploring efficiencies through improved business processes.  

 
2. Price Increase 

200. As in previous years, the methodology to compute the overall price increase is based on 
(i) the weighted average of the salary-related price adjustments, (ii) changes in ADB benefit 
plans, and (iii) increases based on the consumer price indexes39 of the United States (2.8%) 
and the Philippines (7.5%).   
 
201. The net price increase is estimated at $15.8 million or 5.3% of the overall budget growth 
(Table 18).  

 
 
 
 
 
 
 

                                                 
39  Based on International Monetary Fund. 2005. World Economic Outlook. Washington, D.C. (September). 
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Table 18: Price Analysis 
($ ‘000) 

2005 Current 
Item   Estimate               $           %

Salaries 114,542           7,269           6.3          
Benefits 59,284             4,101           6.9          
Staff Development 2,807               79               2.8          
Consultants 20,035             561              2.8          
Business Travel 19,047             533              2.8          
Administrative Expenses 56,126             2,231           4.0          

in USD and non-PHP 42,095             1,179           2.8          
in PHP 14,032             1,052           7.5          

Others 24,854             1,007           4.0          

      Total 296,695           15,781         5.3          
Note: Figures may not add to totals because of rounding.
a 2006 Bbudget over 2005 Current Estimate

  Price Increasea

 
 

202. Salaries and Benefits. The average increase for salaries and salary-related benefits is 
6.3%. [Confidential information from this paragraph has been removed in accordance with 
ADB’s Public Communications Policy (2005) paragraph 126].This is based on (i) an overall pay 
increase for professional staff of 4.3% ($3.86 million), (ii) other salary-related adjustments 
($0.94 million), and (iii) an assumed salary increase for national officers and administrative staff 
of 10% ($2.46 million). Salary-related benefits primarily reflect the effect of the overall pay 
increase on the SRP and take into account a 3.4% weighted average increase in the 
professional staff salaries. The price increases for other benefits relate to factors such as a 15% 
increase in the GMIP, and revised allowances for professional staff assigned to field offices. 

 
203. Discretionary Expenses and Staff Development. The price increase for business 
travel, staff consultants, representation, and staff development is based on the US-based 
consumer price index (2.8%). 

 
204. Administrative Expenses and Others. Overall, the weighted average for administrative 
expense is 4%, based on (i) expenses incurred in Philippine pesos (weight = 25), and (ii) 
expenses incurred in US dollars and other currencies (weight = 75). For the peso-related share, 
the 7.5% consumer price index for the Philippines is applied ($1.05 million). Similarly, the US-
based consumer price index of 2.8% is applied to 75% of the administrative expense budget 
base ($1.18 million).  

 
E. Budget Growth 

205. During 2001–2005, ADB implemented the poverty reduction strategy and other 
policy/strategic initiatives. During this process, ADB supported a wide-range of activities, 
resulting in a significant increase in internal administrative expenses, despite a modest growth 
in lending operations.  

 
206. Box 11 summarizes policies, mandates, and activities introduced or updated since 2001 
that had budget impacts. More recently, the Reform Agenda, MfDR, and HRS have demanded 
staff and administrative budgetary resources that resulted in the recent budget growth. Another 
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factor contributing to budget growth was ADB’s conscious decision to increase delegation of 
project implementation activities to resident missions. Other initiatives, albeit less visible, have 
also claimed staff and budgetary resources and consequently resulted in incremental increases 
in IAE over the past 5 years. All these initiatives combined required an increase in the 
authorized professional staff complement of 152 new positions, averaging 30 positions per year 
(Appendix 13). 
  
207. From 2001–2006, the IAE budget increased from an actual level of $220.5 million in 
2001 to a proposed $313.6 million for 2006. Consistent with previous years’ budgets, the  
budget for 2006 includes an incremental depreciation of $1 million, and a contingency provision 
at 1%, or $3.1 million, but excludes $5.0 million for implementing the ESP, which has one-time 
budgetary costs for severance pay ($4.3 million) and relocation ($0.7 million repatriation costs).  
 

Table 19: Increase of Internal Administrative Expenses (2001–2006) 
($’000) 

Current
Estimate a Budget a

Item/Factor 2001 2002 2003 2004 2005 2006 2001–2006
(A) (B) (C) (D) (E) (F)

      IAE (Regular Program) 220,529 234,304   252,636   275,036   296,695     313,579   
(B)-(A) (C)-(B) (D)-(C) (E)-(D) (F)-(E) (F)-(A)

1.  Total Increase 13,800     18,300     22,400     21,700       16,900     93,100      

     (i)  Price Driven / Uncontrollable 9,100       13,300     9,700       11,200       15,800     59,100      
          Salary Increase / Related Benefit 6,400       10,100     6,600       7,800         11,400     42,300      
          Other Increases Attributable to Price b 2,700       3,200       3,100       3,400         4,400       16,800      

     (ii)  Controllable / Necessary 2,400       4,800       4,600       2,500         1,100       15,400      
          Depreciation 1,700       1,800       1,900       900            1,100       7,400        

          Resident Missions c 300          1,400       1,200       1,400         (300)         4,000        

          Accountability Mechanism d (200)         600          1,000       200            100          1,700        
          Additional Directors Advisors e 600          1,000       500          -             200          2,300        

2.  Subtotal (i) + (ii) 11,500     18,100     14,300     13,700       16,900     74,500      

3.  Other Controllable Increase (1.-2.) 2,300       200          8,100       8,000         -           18,600      
IAE = internal administrative expenses.
Note: Figures may not add to totals because of rounding.
a  Excludes General Contingency, includes incremental depreciation.
b  Indicative estimate mainly based on CPIs.  
c  Growth in other administrative expenses excluding depreciation.
d  Includes Inspection Function prior to the establishment of the Accountability Mechanism.
e  Includes other changes in salaries and benefits of Board of Directors during the period.

Actual
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The budget growth of $93.1 million or 42% (Table 19) since 2001 can be attributed to the 
following: 
 

(i) $59.1 million (63%) are related to uncontrollable price-related factors such as 
inflation; 

 
(ii) $15.4 million (17%) are for controllable, yet unavoidable volume-related 

expenses such as depreciation for capital expenditures, decentralization of 
functions to resident missions, and other mandatory requirements; and 

 
(iii) $18.6 million (20%) are related to specific decisions taken by the organization, 

e.g., an increase of about 150 professional staff positions to carry out the 
expanded work program prior to 2006, including the need to address workload 
issues arising from new policies, mandates, and activities ( Box 11, page 61). 

 
208. Certain initiatives, such as those that support the Paris Declaration and the IEI are in 
their pilot stages, and their full impact on staff and administrative budgetary resources have yet 
to be realized. ADB will continue to monitor implementation of these initiatives, including the 
need to augment existing budgetary resources. 
 
 
F. Internal Administrative Expenses for 2006 

1. Overview  

209. The 2006 net IAE budget of $312.9 million is an increase of $16.3 million over the 2005 
net IAE current estimate of $296.6 million. The budget includes approximately $3.8 million 
estimated to be recoverable from administering trust funds of multilateral and bilateral 
institutions (paras. 180–181). This document seeks approval of the net IAE budget, taking into 
consideration the estimated fee reimbursements from trust funds. 
 
210. [This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. The impact of the budget on income is presented in Table 20. The 
gross income and financial expense projections are based on the latest updates available. The 
allocable net income of OCR operations, net of its share of administrative expenses, is 
projected at $384.9 million for 2005 and $390.7 million for 2006. Income from ADF operations is 
projected at $232.6 million for 2005 and $227.7 million for 2006. This level of income is 
generally consistent and within the expected range indicated in the second quarter update 
provided to the Board in September 2005.40 The loan charges can adequately cover for the 
budget of $316.7 million excluding fee reimbursement from trust funds, and allows for a 
contribution to net income. Accordingly, the net IAE budget is well within the prudent and 
fiduciary requirements of the overall financial management of ADB.  
 

                                                 
40 ADB. 2005. Treasury Report: Second Quarter 2005. Manila (IN. 242-05). 
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Box 11: Policies, Strategic Mandates and Activities with Budget Impacts 

Items with Budget Impacts Prior to 2005 

Poverty Reduction Strategy requirements 
• Poverty and Social Assessment (2001) 
• Governance Assessment (2001) 
• Gender Assessment (2001) 
• Private Sector Development Assessment (2001) 
• Participatory Approach (2001) 
 

Thematic and Sector Policies/Strategies 
• Millennium Development Goals (2000) 
• Social Protection Strategy (2001 and 2003) 
• Anticorruption (1998)  
• Anti-money Laundering (2003) 
• Water Policy (2000) 
• NGO Cooperation Network (2001) 
• Private Sector Development Strategy (2000) 
• Private Sector Operations: Strategic Directions 

and Review (2001) 

Environmental and Social Safeguard Policies and 
Guidelines 

• Environment Policy (2002) and application 
guidelines 

 
• Involuntary Resettlement (1995) and application 

guidelines 
 

• Indigenous Peoples (1998) and application 
guidelines 

Other Important Items 

• Accountability Mechanism (2003) 
 

• Disaster and Emergency Assistance (2004) 
 

• Performance-Based Allocation of Asian  
Development Fund (2004) 

 
• Business Continuity Plan (2004/2005) 

 

Items with Budget Impacts in 2005 and 2006 

Policies 
• Public Communication Policy (2005) 
• Cost  Sharing and Eligibility of Expenditure for ADB 

Financing (2005) 
• Review of the Policy on Supplementary Financing (2005) 
• Policies and Procedures on the Use of Consultants by 

ADB and its Borrowers (2005/2006) 
• Revising the Procurement Guidelines (2005/2006) 
• Review of ADB’s Credit Enhancement and Guarantee 

Policy (2006) 
• Comprehensive Review of Compensation and Benefits for 

Professional Staff (2005) 

Strategies 
• Enhanced Poverty Reduction Strategy (2004) 
• Reform Agenda (2004) 
• Managing for Development Results (2004)  
• New Human Resources Strategy (2004) 
• Knowledge Management Framework (2004) 
• Medium Term Strategy II (2006) 

 
Operational Instruments and Modalities 
• Local Currency Lending (2005) 
• Pilot Financing Instruments and Modalities (2005–2008) 

 
Resource Mobilization/Management 
• Midterm Review of ADF IX (2006) 
• Administration of Trust Funds 
 

Thematic Initiatives 
• Expanded Mandate for Regional Cooperation and 

Economic Integration (2005) 
• Clean Development Mechanism (2003) 
• Trade Financing Facilitation Program (2003) 

 
Emergency Responses 
• Tsunami (2005) 
• Earthquake and Tsunami Emergency Assistance (2005) 
• Emergency Assistance re: Earthquake in Pakistan, India 

and Afghanistan (2005/2006) 
• Avian Flu Pandemic (2005) 
 

Projects 
• Administering Primary Education Development Program II 

in Bangladesh (2003–2007) 
• Implementation of Nam-Theun 2 Hydroelectric Project in 

the Lao PDR (2005) 
 

Capital Expenditure Projects  
• Information Strategy and Technology Systems II(2004) 
• Loan Accounting System and Asset-Liability Management 

System 
• Rehabilitation of ADB’s Headquarters Building and 

Enhancement of Security 
• Business Continuity Facility  
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Table 20: Income and Expense Outlook, 2005 and 2006 
($ million) 

 
[This information was deemed confidential according to paragraph 126 of ADB’s Public 

Communications Policy]. 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 

2. 2006 Budget     

211. The 2006 IAE budget is presented by budget category and major expense items, 
including a general contingency provision of 1% (Appendix 1). The peso–dollar exchange rate 
used for the 2006 budget is P55.5 to $1. Table 21 summarizes the budget by category 
compared with the current estimate for 2005. Appendix 14 provides an allocation of operational 
expenses by department and office for 2005 and 2006. A cross-year comparison (2002–2006) 
of ADB’s IAE is given in Appendix 15. 
 

a. Board of Governors 

212. Effective from the 2006 budget, all expenses to fund ADB’s annual meeting are 
centralized in this category for effective planning and monitoring of related expenses (paras 
184-185). Figures presented in this section including those for 2005 have been adjusted 
accordingly. To ensure that sufficient resources are available for the 39th annual meeting in 
Hyderabad, India, the budgetary level is maintained at approximately the same level as 2005.   
     

b. Board of Directors 

213. The budget category for the Board of Directors includes (i) offices of the directors, (ii) the 
accountability mechanism, and (iii) the independent OED. The details of the budget provisions 
by expense items and sub items are presented in Appendix 16. The proposed increase of the 
2006 budget against the 2005 current estimate is mainly due to salary and benefit adjustments 
of the offices of the directors and the accountability mechanism. The decrease in the OED 
subcategory is primarily driven by fewer staff terminations in 2006.   
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Table 21: 2006 Budget vs. 2005 Current Estimate  
($’000) 

2005
Item Current

Estimate
Board of Governors 1,351 1,300 1,350 (1) (0.07)
Board of Directors 19,300 19,357 19,540 240 1.24
Operational Expenses 219,919 237,183 236,123 16,205 7.37
Administrative Expenses 56,126 54,379 56,566 441 0.78

    Total Regular Programs 296,695 312,219 313,579 16,884 5.69

    General Contingency 2,969 b 3,122 3,136

    Total IAE 299,664 315,341 316,715

    Less Fee Reimbursement (3,058) (3,818)
    Net IAE 296,606 315,341 312,897 16,291 5.49 c

2006
2006 Budget over      

2005 Current Estimate

Previewa Budget Amount Percent

 
IAE = internal administrative expenses. 
Note: Figures may not add to totals because of rounding. 
a  ADB. 2005. Work Program and Budget Framework, 2006–2008. Manila. 
b Includes $1.4 million for tsunami-related activities, $0.5 million for unplanned severance pay incurred by the 

Operations Evaluation Department, $0.5 million for assistance to earthquake affected areas in South Asia, and 
ADB’s response to avian flu of $80,000. 

c The budget growth is 5.3% (Table 17). This excludes (i) incremental depreciation and (ii) general contingency, and 
the fee reimbursements from trust funds are added back. 

  
c. Operational Expenses 

214. Table 22 provides the major items under the operational expenses category. The budget 
provisions for the expense items and sub items are given in Appendix 17.  

 
215. The increase in salaries reflects the overall pay increases for professional staff and 
supporting staff. The benefits subcategory has increased largely due to planning for medical 
insurance, retirement contribution, and higher cost of living in field offices outside of the 
Philippines. Staff development costs continue to increase as training programs for the new HRS 
are implemented. Relocation costs are expected to be higher due to additional staff 
appointments to replace those who have taken the ESP. The staff consultant and business 
travel budgets are provided based on operations needs with a focus on core work programs. 
The 2006 staff consultants’ budget is lower than the 2005 current estimate, primarily due to 
selective and more strategic use of consultants, through better utilization of existing staff skills. 
The business travel budget increase is expected to be contained to 2005 levels by effective 
planning of mission routes and rationalizing the number of mission travelers. Representation 
cost is projected to slightly decrease from 2005, with a view to enhance cost-effectiveness. 
 
216. The ESP paper indicates that the budget for ESP-related costs excludes payments for 
usual benefits provided to staff upon termination (severance pay and repatriation costs). ESP-
related severance pay is estimated at $3.3 million for professional staff and $1.0 million for local 
staff. Total repatriation costs are estimated at about $0.7 million. These amounts are unfunded 
in both the 2005 and 2006 budgets. Based on sound accounting practice, the severance 
payments for staff accepting the ESP in 2005 will be charged to the 2005 budget, utilizing 
identified savings as well as the general contingency provision, if required. Severance pay and 
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repatriation costs for staff accepting the ESP in 2006 will accordingly be charged to the 2006 
budget. This will be examined in mid-2006 to determine the need and sufficiency in the use of 
the general contingency provision to accommodate these expenses. 

 
Table 22: Operational Expenses, 2005–2006 

($’000)  

Percent
Expense Item Increase

Amount % Amount % over 2005
Salaries 114,542       52         123,606        52             8                 
Benefits 59,284         27         65,008          28             10               
Staff Development 2,807           1          3,697            2               32               
Relocation 3,813           2          4,848            2               27               
Consultants 20,035         9          19,327          8               (4)                
Business Travel 19,047         9          19,259          8               1                 
Representation 391              378               0               (3)                

Total 219,919       100       236,123        100           7                 

Current Estimatea
2005 2006

Budget

 
Note:  Figures may not add to totals because of rounding. 
a Effective 2006, the provision for Post Retirement Group Medical Insurance (PRGMIP) is reclassified and grouped  
   under Administrative Expenses. 
 

d. Administrative Expenses 

217. The 2006 IAE budget for administrative expenses is shown in table 23, with details 
provided in Appendix 18. 
 
218. The increase in administrative expenses has been contained by department initiatives 
across ADB that emphasize cost efficiency and effectiveness. Despite these initiatives, some 
provision for unavoidable price-driven increases had to be made, specifically for outsourced 
service contracts in information technology and other headquarters-related administrative 
services, insurance, and office rental charges. The increase in the office occupancy category is 
primarily driven by expansions and relocations of resident missions, namely Kyrgyz Resident 
Mission, Viet Nam Resident Mission and Cambodia Resident Mission, and two offices that were 
newly established, namely Pacific Liaison and Coordination Office and TRM. Higher 
depreciation is mainly due to one-time establishment costs for new offices and the full-year 
effect of the implementation of the annual and special capital budgets. On the other hand, 
rationalization in areas of communications, library, office supplies, and office equipment were 
made to offset the increases. Beginning in 2006, ADB pensioners’ PRGMIP is reclassified from 
staff benefits in operating expenses to insurance, which is part of administrative expenses 
(paras. 182-183).   
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Table 23: Administrative Expenses, 2005–2006 
($’000) 

Percent
Expense Item Increase (Decrease)

Amount % Amount % over 2005
Communications 6,955          12         6,540                12         (6)                         
Office Occupancy 11,726        21         11,945              21         2                                 
Library 925            2          694                   1          (25)                              
Office Supplies 1,835          3          1,771                3          (3)                                
Office Equipment 5,972          11         5,518                10         (8)                                
Contractual Services 10,883        19         10,941              19         1                                 
Insurance 3,140          6          3,483                6          11                               
Depreciation 14,167        25         15,271              27         8                                 
Miscellaneous 523            1          403                   1          (23)                              

Total 56,126        100       56,566              100       1                                 

Current Estimate
2005 2006

Budget

 
Note:  Figures may not add to totals because of rounding. 
 

e. General Contingency 

219. Following past budget practice, a general contingency provision of 1% is included in the 
2006 IAE budget.   
 
G. Operational Expenses by Program Category 

220. Table 24 presents the 2006 operational expenses budget by activity or program 
category. In line with the 2006 work priority to scale up assistance, resources provided for 
loan/TA processing and preparation of new private sector transactions is projected at 17% 
above the latest expenditure estimate in 2005. Similarly, the budget for knowledge management 
is estimated to rise by 13%. Expenses for portfolio management, country/regional strategy 
formulations and programming, direct operational support (i.e., sector, thematic, safeguards, 
legal, procurement, and financial control supports on operations), and support services are 
expected to rise modestly by 3% to 7% largely due to price adjustments.  
 
221. The projected staff requirements for 2006—staff-years for professional staff and staff 
consultants—are presented in table 25. The projected requirement is 881 staff-years, as 
compared with 866 for 2005. Professional staff-years are expected to increase due to the filling 
of sequestered positions. This increase, however, will be offset by a decline in the staff 
consultant requirements because (i) staff consultants engaged for tsunami-related activities 
temporarily increased staff consultant requirements during 2005, and (ii) rationalization of the 
information technology work program in 2006 will require fewer staff consultant inputs.  
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Table 24: Operational Expenses by Program Category 
($ ‘000) 

 
2005 Percent

Program Category Current 2006 Increase/(Decrease)
2004 Estimate a Budget a Over Current Estimate

Portfolio Management 45,631 48,523 52,040 7
Loan and Technical Assistance Processing, Equity
      Operations, Cofinancing and Guarantee Operations 34,596 41,518 48,586 17
Country/Regional Strategy and Programming 19,691 19,219 19,939 4
Direct Operational Support 21,229 19,082 19,560 3
Operations Overhead 23,558 23,462 23,429 (0)
Knowledge Management 18,671 19,750 22,266 13
Support Services 43,046 48,366 50,302 4

                     Total  206,423 219,919 236,123 7

Note: Figures may not add to totals because of rounding.
a Indicative estimate.  
 
 

Table 25: Staff Requirements: Professional Staff and Consultantsa 
(staff-years) 

 
2005 Percent

Program Category Current 2006 Increase/(Decrease)
2004 Estimate b Budget b Over Estimate

Portfolio Management 189.4 193.8 193.1 (0)
Loan and Technical Assistance Processing, Equity
      Operations, Cofinancing and Guarantee Operations 143.7 166.7 184.0 10
Country/Regional Strategy and Programming 85.5 76.8 74.6 (3)
Direct Operational Support 100.2 84.0 81.8 (3)
Operations Overhead 106.3 110.8 106.3 (4)
Knowledge Management 81.0 77.9 85.3 9
Support Services 147.1 156.0 155.9 (0)

                   Total 853.2 866.1 881.1 2

a Excludes young professional positions.
b Indicative estimate.

Note: Figures may not add to totals because of rounding.

 
 
222. The estimated staff-years for portfolio management (loans and TAs) are projected to 
remain constant. Staff-year inputs for project administration are expected to increase by 7.5% 
but this will be offset by an 11.2% decline in staff inputs for TA administration because of the 
expected rationalization of the TA portfolio. Staff time requirements for 2006 loan and TA 
processing (including private sector operations) are projected to be higher than in 2005. 
Similarly, staff time requirements for knowledge management are projected to increase in 2006, 
mainly reflecting the greater requirements for external relations and regional cooperation and 
integration. On the other hand, lower requirements are estimated for country/regional 
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programming, direct operation support (i.e., sector, thematic, safeguards, legal, procurement, 
and financial control supports on operations), and overhead of operations departments. Staff 
inputs for ADB’s support services are projected to remain constant.  
 
 

VII. CAPITAL EXPENDITURES 

A. Annual Capital Expenditure Program  

223. This section reports on the implementation status of the 2005 annual capital budget and 
the 2006 annual capital budget for headquarters facilities, technology and automation systems, 
and field offices. Funds required relate to expenditures that are cyclical in nature and have an 
economic life of more than one year. Depreciation related to capital expenditures is expensed in 
the IAE budget. 
 

1. Status of 2005 Capital Expenditure Programs 

224. The approved 2005 annual capital budget of $3.85 million comprises $0.7 million for 
headquarters facilities, $2.1 million for technology and automation systems, and $1.0 million for 
field offices. The 2005 annual capital budget is expected to be fully utilized within the allowed 
18-month implementation period. Details of budget utilization and estimated annual depreciation 
are provided in Appendix 2. 
 

a. Headquarters Facilities 

225. The 2005 annual capital budget for headquarters facilities was to fund the first stage of 
the rehabilitation of the sewage treatment plant, the replacement of worn carpet tiles, and the 
replacement of photocopying equipment. The original allocation of $731,000 was reduced by 
$90,000 during the midyear exercise; the reduction was reprioritized to accommodate urgent 
and immediate security enhancements at resident missions and offices. Implementation of the 
budget is on schedule and the allocation of $641,000 is expected to be fully utilized within the 
18-month implementation period.  
 

b. Technology and Automation Systems 

226. The 2005 annual capital allocation of $2.1 million for technology and automation 
systems included (i) replacement of obsolete servers, (ii) improvement of additional data 
storage capacity, (iii) network and backup capabilities, (iv) enhancement of private automatic 
branch exchange (PABX) equipment, and (v) replacement of outdated switches and 
videoconferencing equipment in headquarters and field offices. Information communications 
technology initiatives for field offices included activation of backup links, VSAT41 and VPN42 
connections. As in previous years, replacement and upgrade of computers, as well as obsolete 
peripherals, are on schedule. 
 

c. Field Offices 

227. The 2005 annual capital allocation of $1.0 million for field offices was for the 
replacement and acquisition of vehicles, furniture, office equipment, computers, and computer 

                                                 
41  VSAT refers to very small aperture terminals used for data, video, or voice transmission through satellite. 
42  VPN refers to virtual private network, which provides resident missions and offices with access to ADB’s network.   
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peripherals in resident missions and offices. In addition, capital expenditures of $90,000 were 
reprioritized from headquarters facilities to fund unplanned and immediate resident mission 
security and safety enhancements. The 2005 capital budget for all categories is expected to be 
fully utilized by the end of the 18-month implementation period.   
 

2. 2006 Capital Expenditure Programs 

228. The 2006 annual capital budget of $4.1 million comprises $0.3 million for headquarters 
facilities, $2.6 million for technology and automation systems, and $1.2 million for field offices 
(Table 26). Appendix 19 provides details of the 2006 annual capital budget, and indicative plans 
for 2007–2008. 
 

Table 26: 2006 Annual Capital Expenditure Budget 
($’000) 

 
Items Amount 
Headquarters Facilities 294 
 Building Infrastructure 180 
 Nonbuilding Infrastructure 114 
  
Technology and Automation Systems 2,612 
 Personal Computers and Peripherals 1,655 
 Information Technology Infrastructure 885 
 Telecommunications 72 
  
Field Offices 1,233 
  
 Total 4,139 
 

a. Headquarters Facilities   

229. [This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. annual capital budget for building and nonbuilding infrastructure is to 
fund the (i) second stage of the rehabilitation of the sewage treatment plant ($180,000), (ii) 
upgrading/replacement of heavy duty printing and photocopying equipment to meet the growing 
demand for fast reproduction services ($95,400), and (iii) replacement of one vehicle ($18,700).  
   

b. Technology and Automation Systems 

230. [Paras. 230-231 were deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. The 2006 annual capital budget includes $2.6 million for 
information technology-related expenditures. While $1.7 million will be utilized for the usual 
annual replacement program of obsolete computers, printers, and other peripheral equipment, 
$535,000 is needed to replace outdated switches and servers, and $72,000 is required for other 
communication equipment in headquarters. 
 
231.  The 2006 annual capital budget includes $350,000 for a software solution that will cater 
to the requirements of ADB in adopting the COSO framework. Initially limited to CTL and TD, 
adoption of the COSO framework requires (i) business process documentation, (ii) operational 
control risk assessme and (iii) tracking mechanisms for risk mitigation purposes and status  
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c. Field Offices  

232. The 2006 annual capital budget allocates about $1.1 million to resident missions and 
offices for replacement of vehicles, furniture, office and computer equipment, and computer 
peripherals. In addition, $150,000 for security-related expenditures is allocated to fund security 
and safety-related enhancements.  
 
B. Special Capital Expenditure Program 

233. [Paras. 233-239 were deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy].This section highlights the implementation status of special capital 
projects that have recently been approved by the Board. A comprehensive list of all special 
capital projects is provided in Appendix 20. 
 

1. Improved Daylight Access for the Atria and Adjacent Offices 

234. In December 2003, the Board approved $1.6 million to improve daylight access to the 
atria. Keeping the objective of improving daylight to the atria unchanged, an alternative 
nonintrusive method is currently being implemented. This method will comply with security 
requirements and is expected to be more cost-effective. Construction commenced in 2005 and 
is anticipated to be completed by the third quarter of 2006.  
 

2. Rehabilitation of Headquarters Building and Enhancement of Security 

235. A special capital budget of $14.8 million was approved by the Board in May 2004 to 
enhance security and rehabilitate headquarters facilities. Because of heightened security 
concerns, the components for improving security were prioritized. Construction works for the 
three entrances and the two lobbies are progressing satisfactorily and nearing completion. The 
shatter-resistant film project was completed 7 months ahead of schedule in May 2005. Non-
security-related projects experienced some minor delays, primarily due to resource constraints. 
However, overall project completion is anticipated to remain on schedule. 
 

3. Information Systems and Technology Strategy, 2004–2009 

236. The ISTS II for 2004–2009 was approved in June 2004 with an investment program of 
$48.9 million, excluding $5.6 million released from the new loan accounting systems to handle 
the LIBOR-based loan capital project approved in March 2002,43 and $1.0 million earmarked for 
infrastructure and system consolidation and upgrade provided under the 2004 annual capital 
expenditure program.  
 
237. In 2005, the review and realignment of the organizational and staffing structure of the 
Office of Information Systems and Technology and the development of ADB’s information 
technology enterprise architecture framework were completed. Business needs analyses for 
knowledge management’s document repository and communities of practice initiatives have 
begun. Software tools to support collaboration and knowledge sharing, and equipment upgrades 
to improve the telecommunications network have been purchased. Based on the indicative 
implementation schedule for 2006, the expenditures are projected to reach $20 million.   

                                                 
43  ADB. 2002. Capital Expenditure Proposal on the New Loan Account and Asset-Liability Management Systems. 

Manila. 



 

 

70 

 
4. The Business Continuity Facility 

238. [[[Paras. 233-239 were deemed confidential according to paragraph 126 of ADB’s Public 
Communication Policy].BasePd on ADB’s business continuity strategy the Board has approved 
a special capital budget to establish a bParausiness continuity facility which will serve primarily 
as a backup work facility during a business interruption at headquarters. This is an important 
cornerstone of implementing ADB’s business continuity strategy and will help (i) to ensure 
timely recovery of critical business processes, (ii) mitigate the probability of a risk occurrence, 
and (iii) reduce the impact of a risk event. Based on potential sites for the business continuity 
facility identified in the Board paper, the capital expenditure requirement is estimated at $2.86 
million if ADB leases a facility or $4.54 million if a facility is procured. Subsequent to Board 
approval in October 2005, the preparatory work has started and the procurement of a site is 
under way.  
  
239. The annual recurrent costs of about $1 million are not included in the 2006 budget as 
they will only be incurred after the project is completed by the end of 2006. The effect on the 
administrative expense budget will range between $1 million and $1.1 million, depending on the 
option chosen. 
 

VIII.  RECOMMENDATION 

240. I hereby recommend that the Board approve the 2006 Budget consisting of 
 

(i) net Internal Administrative Expenses amounting to $312,897,000; and 
 
(ii) Capital Expenditure amounting to $4,139,000.  

 

 
 
 

Haruhiko Kuroda 
         President 
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2006 BUDGET
INTERNAL ADMINISTRATIVE EXPENSES

($'000)

Current
Actual Budget Estimate Budget
2004 2005 2005 2006 Percent Increase (Decrease)

Item (A) (B) (C) (D) (C/A) (C/B) (D/B) (D/C)

A. Board of Governors a 594 1,383 1,351 1,350 127      (2)       (2)       -          

Travel 262 834 824 836 214     (1)       -        1       
Representation 122 180 163 192 34       (9)       6        18     
Administrative Expenses 90 164 219 127 143     34       (22)    (42)    
Seminars 103           180 120             170 17       (33)     (6)      42     
Remuneration Committee 17 25 25 25 47       -         -        -        

B. Board of Directors 18,503 19,320 19,300 19,540 4         -         1        1       

Offices of the Directors 10,666 11,271 11,240 11,692 5         -         4        4       
Accountability Mechanism 1,606 1,850 1,850 1,926 15       -         4        4       
Operations Evaluation 6,231        6,199 6,210 5,922 -          -         (4)      (5)      

C. Operational Expenses 206,423 219,710 219,919 236,123 7         -         7        7       

Salaries 107,418 115,178 114,542 123,606 7         (1)       7        8       
Benefits 56,694 59,236 59,284 65,008 5         -         10      10     
Staff Development 2,225 3,267 2,807 3,697 26       (14)     13      32     
Relocation 4,168 3,769 3,813 4,848 (9)        1         29      27     
Consultants 17,986 18,906 20,035 19,327 11       6         2        (4)      
Business Travel 17,608 18,987 19,047 19,259 8         -         1        1       
Representation 324 367 391 378 21       7         3        (3)      

D. Administrative Expenses 49,516 56,446 56,126 56,566 13       (1)       -        1       

Communications 7,112 6,946 6,955 6,540 (2)        -         (6)      (6)      
Office Occupancy 10,985 11,355 11,726 11,945 7         3         5        2       
Library 964 925 925 694 (4)        -         (25)    (25)    
Office Supplies 1,755 1,900 1,835 1,771 5         (3)       (7)      (3)      
Office Equipment 5,101 6,288 5,972 5,518 17       (5)       (12)    (8)      
Contractual Services 9,133 10,205 10,883 10,941 19       7         7        1       

Insurance b 709 3,501 3,140 3,483 343      (10)     (1)       11       
Depreciation 13,312 14,839 14,167 15,271 6         (5)       3        8       
Miscellaneous 445 487 523 403 18       7         (17)    (23)    

Total Regular Programs 275,036 296,859 296,695 313,579 8         -         6        6       

E. General Contingency -                2,969         2,969          c 3,136        -          -         6        6       

F. Less:  Fee Reimbursements from Trust Funds (3,058)        (3,058)         (3,818)       -          -         25      25     

Net IAE 275,036 296,770 296,606 312,897 8         -         5        5       

- = 0 or not available/applicable.
Figures may not add to totals because of rounding.
a

b

c

For comparability purpose, the 2005 Budget and Current Estimates under the Board of Governors category have been recasted to include all
ADB-wide expenses related to the ADB Annual Meeting in Istanbul, Turkey.
The 2005 Budget and Current Estimates reflect the reclassification of the subsidized premium of the post retirement Group Medical Insurance
Plan from Operational Expenses category to Insurance under the Administrative Expenses category.
General Contingency includes (i) $1.4 million for tsunami-related activities, (ii) $0.5 million for unplanned severance pay incurred by Operations
Evaluation Department, (iii) $0.5 million for assistance to earthquake affected areas in South Asia, and (iv) ADB's response to avian flu
($80,000).
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2006 BUDGET 
SUMMARY OF ANNUAL CAPITAL EXPENDITURES 

($’000) 
 
 
 

[This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy]. 
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2006 BUDGET
CROSS-YEAR COMPARISON OF OUTPUTS AND FINANCIAL MEASURES

2002–2006

Program/ Current Program/

Budget  Estimate Budget
Item 2002 2003 2004 2005 2005 2006

A. Outputs

Portfolio Management (number)
Public Sector Loan Projects Under Administration 443 435 415 430–460 430 434

of which: by HQ Departments/Offices 360 344 302 355–375 355 358
                by  Resident/Regional Missions 83 91 113 75–85 75 76

Project Completion Reports 68 67 75 85 85 85
Project Implementation Review Missions 704 676 505 485 456 548
Private Sector Operations Under Administration 91 89 97 110 99–105 100–110

TA Projects Under Administration a 826 878 1,016 800–850 937 773
of which:  by HQ Departments/Offices 630 695 760 740–780 700 577
                 by  Resident/Regional Missions 50 77 117 60–70 111 92

                 by  Non-Operations 146 106 139 115–125 126 104
TA Completion Reports 121 166 163 180 180 180

Technical Assistance Implementation Review Missions 636 712 480 684 508 577

New Lending, Equity Operations, Cofinancing
and Technical Assistance (number)

Public Sector Loan Projects for Processing (FPE) b 68 59 63 89 84 97

Public Sector Loan Project Approvals 67 62 58 79 69 88
of which:  Project Loans 43 38 47 59 59 76
                 Program Loans 11 7 9 6 8 4
                 Sector Development Program Loans 10 14 3 5 2 8

Private Sector Operation Approvals 8 7 16 15–18 17 19–21
of which:  Private Sector Loans 4 4 6 10–17 7  10–12
                 Equity Investments 4 2 12 7–8 10 10–13

Cofinancing/Guarantee Operations 37 28 33 35–40 40 40–45
of which:  Guarantees 4 3 2 1 2 3

Technical Assistance Approvals 324 315 323 298 324 256
of which:  Project Preparatory 87 74 76 106 72 89
                Advisory and Operational 160 165 175 138 164 99
                Regional 77 76 72 54 88 68

Country Strategic, Economic, Thematic, and Sector Work

CSP/CSP Updates c 33 27 29 32 26 36

CER/CER Updates 10 14 5 5 11 11

Poverty Analysis/Assessments 9            3            12 6 6 8
Poverty Partnership Agreements 10 7 -             -                 -                 -               
Country Governance Assessments 10          5            9 6 7 5
Country Private Sector Assessments 2            4            9 6 10 7

Other Economic, Thematic, and Sector Works 
d

72 84 139 122 124 93

Actual
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Program/ Current Program/

Budget  Estimate Budget
Item 2002 2003 2004 2005 2005 2006

Research and General Economic Work (number)
Studies/Research Papers 106 104 87 84 90 70

Operations Evaluation (number)
Project Performance Evaluation Reports 31 22 18 23 23 24
Technical Assistance Performance Evaluation Reports 6 6 2 3 -                 4
Impact and Special Evaluation/Reevaluation Studies 6 6 6 4 3 4
Policies and Procedures -             -             -             2                 -                 6
Country Assistance Evaluation Studies 3            2            1 2 4 3
Sector Assistance Program Evaluations -             -             -             2                 3                 2
Annual Evaluation Reports 2 2 2 2 2 3
Other Reports 1            2            1 4                 2
Publications 2 2 2 2 -                 2

B. Financial Measures

Portfolio Management: Public Sector Loans

Disbursements ($ million)  e 4,202 3,816 3,563 4,000 4,062 4,520
Program Costs ($'000) 26,902 29,265 25,218 29,476 23,564 27,028
Program Costs per $1 million of Disbursements ($'000) 6.4 7.7 7.1 7.4 5.8 6.0

Project Processing: Public Sector Loans
Commitments ($ million) 5,531 5,918 4,947 6,028 7,062 7,232
Program Costs ($'000) 25,629 20,352 20,746 26,113 26,349 30,550
Program Costs per $1 million of Commitments ($'000) 4.6 3.4 4.2 4.3 3.7 4.2

Project Processing:  Private Sector Operations
Commitments ($ million) 241 563 807 800–1,100 823 1,100
Program Costs ($'000) 3,413 3,761 5,133 6,219 4,995 5,934
Program Costs per $1 million of Commitments ($'000) 14.2 6.7 6.4 6.5 6.1 5.4

Project Processing: Technical Assistance
Commitments ($ million) 179 177 197 175 234 180

Program Costs ($'000) 15,383 15,358 14,134 16,609 14,955 16,034

Program Costs per $1 million of Commitments ($'000) 85.9 87.0 71.9 95.2 63.8 89.1

Cofinancing/Guarantee Operations
Commitments ($ million) 2,832 2,418 2,442 1,800–2,300 4,060 2,500–3,100
Program Costs ($'000) 2,177 2,626 3,208 2,980 2,581 2,589
Program Costs per $1 million of Commitments ($'000) 0.8 1.1 1.3 1.5 0.6 0.9

Cofinancing Leverage Ratio f 0.50 0.40 0.46 0.31 0.53 0.35

- = 0 or not available/applicable
a Excludes completed but not financially closed TAs.
b Full project equivalent (FPE)—a measure of the number of loan project approvals (public sector) represented by the

various stages of completion of the projects under processing during the year.
c Includes regional cooperation strategy and program/updates.
d Includes non-TA funded thematic work, sector work, economic reports/studies, policy/strategy papers and other

operational work.
e Disbursements ($ million) are inclusive of public and private sector loans.
f Cofinancing leverage ratio is computed as cofinancing commitments to total ADB lending on public and private sector loans.

Actual
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Summary of Selected Operational Outputs by Regional Department and PSOD, 2005-2006
Selected Deliverables SARD MKRD ECRD SERD PARD Total PSOD

1. Portfolio Management 
Number of Ongoing Projects - year end 
Public/Private Sector Projects
 - 2005 Current Estimate 167 68 103 55 37 430 99–105
 - 2006 Program 169 69 104 55 37 434 100–110
Technical Assistance
 - 2005 Current Estimate 251 166 184 87 111 799 a 3            
 - 2006 Program 167 109 191 104 88 659 a 7

2. Processing b
Public/Private Sector OCR/ADF Projects
Number of Project Approvals
  - 2005 Current Estimate 27 13 15 7 7 69 17           
      Regular Loan Program (including blended ADF grant) 22            9           14         7           4           56            -             
      ADF grant stand-alone projects 1             4           1           -            3           9             -             
      IEI Multitranche 2             -            -            -            -            2             -             
      Emergency Assistance 2             -            -            -            -            2             -             
   - 2006 Program Estimate 29 15 25 14 5 88 19–21
      Regular Loan Program (including blended ADF grant) 27            12         25         14         3           81            -             
      ADF grant stand-alone projects 1             3           -            -            2           6             -             
      IEI Multitranche -              -            -            -            -            -              -             
      Emergency Assistance 1             -            -            -            -            1             -             
$ Million of Project Approvals
   - 2005 Current Estimate 3,652 657 1,682 999 72 7,062 823         
      Regular Loan Program (includes blended ADF grant) 1,758 584        1,666     999        39         5,046 -             
      ADF grant stand-alone projects 55            73         16         -            33         177          -             
      IEI Multitranche 1,520 -            -            -             -             1,520 -             
      Emergency Assistance 320 -            -            -             -             320 -             
   - 2006 Program Estimate 3,310 403 1,874 1,519 126 7,232 1,100      
      Regular Loan Program (includes blended ADF grant) 2,705       362        1,874     1,519     120        6,580       -             
      ADF grant stand-alone projects 10            41         -            -            6           57            -             
      IEI Multitranche -              -            -            -             -             -              -             
      Emergency Assistance 595          -            -            -             -             595          -             
Grant-Financed Projects
  Number of Project Approvals
   - 2005 Current Estimate 12            10         8           11         -            41            -             
      Regular Program (JFICT, JFPR, GEF) 5             6           8           9           -            28            -             
      Emergency Assistance (JFPR) 4             1           -            1           -            6             -             
      Emergency Assistance  (ATF, PEF) 3             3           1           7             
   - 2006 Program Estimate -              -            -            -            -            20            -             
      Regular Program (JFICT, JFPR, GEF) -              -            -            -            -            -              -             
      Emergency Assistance (JFPR) -              -            -            -            -            -              -             
      Emergency Assistance (PEF) -              -            -            -            -            -              -             
Technical Assistance Processing
 Number of Project Approvals

 - 2005 Current Estimate 94 73 63 23 26 279 c 4            
 - 2006 Program Estimate 81 31 60 26 29 227 c -             

3. Country Strategy and Program (CSP) d 

Number Circulated
 - 2005 Current Estimate 3 1 1 1 -            6 -              f 

 - 2006 Program Estimate 1 3 4 2 2           12 -              g 

4.
Number Circulated

 - 2005 Current Estimate 6 3 6 1 4           20 -              f 

 - 2006 Program Estimate 8 2 5 9           24 -              g 

5. Non-TA Funded Economic, Thematic and Sector
Work, Number e

 - 2005 Current Estimate 55 30 15 21 3 124 -             
 - 2006 Program Estimate 36 12 15 28 2 93 -             

- = 0 or not available/applicable
a  Excluding interregional ongoing Technical Assistance projects: 138 in 2005 and 114 in 2006.
b  Projection as of 22 November 2005.
c  Excluding interregional Technical Assistance projects: 45 in 2005 and 29 in 2006. Actual departmental distribution subject to Vice Presidents' approval.
d  Including Regional Cooperation Strategy and Program (RCSP).
e  Excluding CSP/RCSP preparatory studies (e.g., on macroeconomics, poverty, governance, and private sector development).
f  In 2005, PSOD participated in CSP/CSP Update missions to  the People's Republic of China, India, Sri Lanka, and Viet Nam. PSOD also reviewed and provided
   comments to about 3 CSPs and 10 CSP Updates.
g  In addition to providing comments and inputs, PSOD plans to participate in missions with regional departments in about 11 CSPs/CSP Updates in 2006.

CSP Updates d 
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LEARNING AND DEVELOPMENT ACTIVITIES 
 
1. The year 2005 has been a transitional year for the staff development program of the 
Asian Development Bank (ADB). In July 2005, Human Resources Division (BPHR) realigned its 
organizational structure and combined the three training teams into one Learning and 
Development Unit. This provides opportunities to more efficiently design, develop, and 
implement the program. In 2006, the main focus of the staff development program will be on the 
human resource strategy, particularly on ADB-wide strategic initiatives, as well as improved 
technical and leadership programs.  
  
2. Cost of Staff Development under the Human Resource Strategy. The total cost of 
the 2006 staff development program is $3.7 million; of this $2.3 million is directly related to 
implementation of the human resource strategy focusing on enhancing organizational capability; 
$1.4 million is earmarked to the existing core staff development program supporting personal 
development in the areas of communication, information technology capability, and institutional 
awareness (Table A5.1) 
 

Table A5.1: Cost of the Staff Development Function, 2004–2007 
($’000) 

Overall Cost Revised Projected Projected
Item Cost 2004 2005 2006 2007

Skills Training and Staff Development
     Incremental HRS Programs 3,003 628 1,088 1,288
     Replaced by HRS Programs 3,978 680 568 1,259 1,472
          Total Expenses included in HRS 6,981 680 1,196 2,346 2,759

Core Staff Development activities not related to HRS 6,178    1,545 1,611 1,351 1,141

Total Staff Development 13,159 2,225 2,807 3,697 3,900

 
  

3. To align the staff development program with the new human resource strategy and to 
maximize its efficiency, BPHR has reviewed the structure, processes, and roles of the core staff 
development program. Programs of low value to the institution, estimated at $0.9 million, will be 
discontinued until the end of 2005. In 2006, further discontinuation of core programs unrelated 
to the human resource strategy is expected to lead to a reduction of another $0.4 million. 
Resources will be reprioritized to programs related to the human resource strategy.  

 
4. Focus of the Staff Development Program. By the end of 2005, approximately 198 
programs totaling about 384 sessions are expected to be delivered. In 2006, the staff 
development program is expected to deliver about 189 programs with 646 sessions. It will be 
geared to enhance skills on key result areas and on the overall organizational capability. The 
cornerstones are the following:  
 

(i) Support to promote institutional efficiency and effectiveness ($ 0.81 million). 
The emphasis on improving institutional efficiency and effectiveness will be 
reinforced by designing, developing, and delivering new programs for public-
private partnerships, knowledge management, credit and risk management, new 
processes and revised policy guidelines on procurement and consulting services, 
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and others. A particular focus will be given to deliver coordinated ADB-wide 
programs, including field office staff through training at headquarters or the 
regional hubs.  

 
(ii) Targeted leadership development programs ($0.65 million). A comprehensive 

review of the current leadership development program will be finalized by mid- 
December 2005. The new program will adopt standard training modules that 
focus on essential leadership skills. Over time, the program is expected to 
support leaders as well as potential leaders at a variety of levels within ADB. 
Modules will be linked to external providers to allow outsourcing of the activity 
where appropriate and cost effective. 

 
(iii) Strengthening of operational and technical capability of staff ($0.55 million). 

Activities will focus on improving skills and capabilities in operational and 
technical areas, and include programs such as (a) project management, (b) 
development economics and economics awareness, (c) post evaluation, (iv) 
negotiation skills for lawyers, and (v) external relations seminars for country 
directors.  

 
(iv) Performance development plan programs ($0.04 million). To strengthen staff’s 

operational and technical capability, each staff member’s development needs 
were assessed in 2005. Based on this, the scope of the operational and technical 
staff development programs will be aligned with the departmental needs.  

 
(v) Aligning of external training activities with business needs ($0.29 

million).The external training guidelines will be reviewed to better realign external 
activities with business needs and to better manage travel in relation to external 
training. The new process is expected to be based on a more proactive, rather 
than the currently reactive, planning framework; a clearer understanding of 
department needs; and individual learning requirements that could be met by 
external training, at the start of the business cycle.  

 
(vi) Streamlined core program ($1.36 million). In 2006, the assessment of current 

staff development programs will be ongoing. The streamlined core program will 
focus on providing staff with tools to support personal development in areas of 
communication, information technology capability, and institutional awareness. 
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RD/RMs Year Country
Established Programming

Led by RMs 2004 2005 2004 2005 2004 2005 2006 2004 2005 2006
SARD 1     3     11    16   68   95    97      54     60  69  
AFRM 2002 tbd -        -        1        -        -        -         1        4       3      6      
BRM 1982 2001 -        1       1        2       16     23      24      7       9      9      
INRM 1992 2002 -        -        1        1       17     20      21      17     15    14    
NRM 1989 2004 -        -        3        3       7       11      11      9       11    14    
PRM 1989 2001 -        -        5        7       16     26      26      16     20    23    
SLRM 1998 2004 1       2       -        3       12     15      14      1       2      3      

MKRD 1     1     3      8     19   25    40      15     21  26  
CARM 1997 2004 -        -        1        1       5       9        11      4       5      5      
LRM 2001 2005 -        -        -        2       2       3        10      1       3      3      
TRM 2005 - -        -        -        1       -        -         -         -        1      2      
VRM 1997 2001 1       1       2        4       12     13      19      10     12    16    

ECRD -      -      3      3     16   26    35      22     18  16  
AZRM 2004 Expected 2006 -        -        -        -        -        -         -         1       -       -       
KARM 1998 2003 -        -        -        1       1       1        1        2       1      1      
KYRM 2000 2003 -        -        -        -        1       3        4        3       2      1      
MNRM 2001 - -        -        -        -        1       2        3        2       1      1      
PRCM 2000 2001 -        -        3        2       9       14      18      12     9      9      
TJRM 2003 Expected 2006 -        -        -        -        -        2        2        -        1      1      
URM 1998 Expected 2006 -        -        -        -        4       4        7        2       4      3      

SERD 1     2     5      3     18   14    15      17     19  13  
IRM 1987 2000 1       2       1        1       18     14      15      15     16    10    
PHCO 2000 2000 -        -        4        2       -        -         -         2       3      3      

PARD -      1     4      6     8     20    24      10     29  23  
SOTL 2000 - -        -        -        1       -        -         -         -        3      4      
SPRM b 1984 1992 -        -        1        -        8       1        -         10     3      -       
PNRM 2003 2004 -        -        -        -        -        9        10      -        3      -       
SPSO 2004 - -        1       3        2       -        6        10      -        9      10    
PLCO 2004 - -        -        -        3       -        4        4        -        11    9      

Total 3 7 26 36 129 180 211 118 147 147
- = 0 or not available/applicable, tbd = to be determined.

Note:  In addition, disbursement function was delegated by Controller's Department to IRM (1998), BRM (1999), INRM (2001), and PRM (2003).

a  Includes all RMs that are operational as of September 2005.
b  SPRM was closed on 30 September 2005.
Source: Project Administration System, Project Processing Information System, Technical Assistance Information System, and regional departments. 

AFRM = Afghanistan Resident Mission, AZRM = Azerbaijan Resident Mission, BRM = Bangladesh Resident Mission, CARM = Cambodia Resident
Mission, INRM = India Resident Mission, IRM = Indonesia Resident Mission, KARM = Kazakhstan Resident Mission, KYRM = Kyrgyz Resident Mission,
LRM = Lao PDR Resident Mission, MNRM = Mongolia Resident Mission, PHCO = Philippines Country Office, PLCO = Pacific Liaison and Coordination
Office, PNRM = PNG Resident Mission, PRM = Pakistan Resident Mission, PRCM = People's Republic of China Resident Mission, RD = regional
department, RM = resident mission, SLRM = Sri Lanka Resident Mission, SOTL = Special Liaison Office in Timor-Leste, SPRM = South Pacific
Regional Mission, SPSO = Pacific Subregional Office, TA = technical assistance, TJRM = Tajikistan Resident Mission, TRM = Thailand Resident
Mission, URM = Uzbekistan Resident Mission, VRM = Viet Nam Resident Mission.

2006  BUDGET
CURRENT STATUS OF DELEGATION OF SPECIFIC FUNCTIONS TO RMsa

Project AdministrationProcessing
Loan Project TAs Loan Project TAs
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COST INFORMATION ANALYSIS 
 
A. Introduction 

1. This appendix provides observations derived from the analysis of actual and projected 
expense data. The analyses has focused on two main objectives: (i) assessing the unit costs of 
activities and products to identify possible actions to improve resource-use efficiency, and (ii) 
ensuring that expense distribution is aligned with key priorities of the work units. The calculation 
and monitoring of volume input-output ratios (e.g., staff-years and consultant- and travel-days 
required for different activities) that accompanied the unit costs calculation is expected to 
strengthen the analytical basis for the annual budgeting and staff allocation exercises.  
 
2. To date, the analysis conducted has focused on the key activities and outputs of the 
Asian Development Bank (ADB). These are (i) the processing of projects to the public sector 
and grant-funded technical assistance (TA), (ii) preparation of country strategy and programs 
(CSP) and regional cooperation strategy and programs (RCSP) and their updates, and (iii) 
administration of public sector projects and TAs. The cost information mechanism covers data 
on spending distribution by expense type (staff cost, staff consultants, and business travel and 
representation), location (headquarters versus field office), and activity or program categories 
(project processing, administration, etc.). The analysis relies on actual expense and output data 
since the ADB reorganization in 2002, and current estimates for 2005. 
 
3. This analysis, presented at the ADB-wide aggregate level, is supported by analyses at 
the regional department level. The current observations are results of ADB’s first attempt at 
deepening its cost information assessment. Additional data collected in 2006, especially on the 
realized volumes and expenses for 2005, and additional dialogue with departments on this topic 
are expected to enrich and firm up the analytical findings and recommendations from the cost 
information evaluation. The cost information is expected to be updated yearly at the end of the 
first quarter. Conclusions and recommendations from cost analysis will be taken into account in 
formulating the forthcoming ADB work program and budget documents. 
 
B. Analysis of Cost Information 

4. Table A7.1 provides a summary of ADB’s key outputs for loan and TA processing and 
CSP/RCSP preparation, the expenses to deliver these outputs, and relevant unit costs. From 
the table, the following observations are made: 
 

(i) During 2002–2004, the number of project approvals declined from 67 to 58, with 
an average of 62 projects per annum. In contrast, the number of new TAs 
approved was stable at about 320 per annum. For 2005, project approvals are 
estimated to be 69, while TA approvals are estimated at 324. 

 
(ii) The average cost to process a total of 187 public sector projects in 2002–2004 is 

$357,000.1 This unit cost comprised staff-related costs (78%), staff consultants 
                                                 
1  Unit costs for project/TA processing and administration are averaged over a 3 year period to enhance the accuracy 

of their estimates. The averaging is important as the numbers of projects/TAs processed—and other activities—
fluctuate from year to year and resources for some activities and products may be spent across a fiscal year. 
Averaging over a 3-year period also improves the accuracy of the staff-time data required for different activities, 
which in turn improves the accuracy of the unit-cost estimates. Unit cost indicators are expected to replace the 
existing efficiency ratios, such as expenses per $1 million of loan approval and per $1 million of loan disbursement.  
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(11%), and business travel and representation (11%). About 78% ($278,000 per 
project) were incurred by the regional departments. The remaining was mostly for 
safeguard compliance, sector/technical, and legal supports by Regional and 
Sustainable Department and Office of the General Counsel. For 2003–2005, the 
current estimate of average project processing cost remains at $357,000.   

 
Table A7.1: Processing Outputs and Expenses, ADB-wide 

 
Current

Estimate
2002 2003 2004 2005

Outputs
- Projects Approved (number) 67 62 58 69              
- TA Approved (number) 324 315 323 324            
- CSP and RCSP 7 7 3 6                
- CSPU and RCSPU 26 20 26 20              

Unit Cost ($ '000 per project) 2002–2004 2003–2005
Average Average

- Loan Project Processing 357 357
           Operational Departments 278 287
           Non-Operational Departments 79 70

           Staff Costs 277 273
           Staff Consultant 41 41
           Business Travel and Representation 39 42
- TA Processing 46.6 46.2
           Staff Costs 41.0 40.7
           Staff Consultant 2.7 2.5
           Business Travel and Representation 3.0 3.0

Actual

 
 

(iii) ADB approved a total of 962 TAs in 2002–2004, with an average unit cost of 
$46,600 per TA, 88% of the cost was for staff, 6% for staff consultants, and 6% 
for business travel expenses. For 2003–2005, the TA unit cost is estimated to fall 
slightly to $46,200. 

 
(iv) Twenty-six CSP updates and RCSP updates were completed in 2004, with an 

average cost of $145,000. This figure, however, is based on 1-year data. As in 
the case of projects and TAs, collection of data over a longer period of time 
should improve accuracy of this unit cost. Taking into account the projected data 
for 2005, the average unit cost would be $143,000 for 2004–2005.  

 
(v) As regards preparation of CSPs and RCSP, a total of $7.6 million was spent in 

2004 resulting in an approval of three CSPs. Since staff time data on CSPs and 
RCSPs were collected only starting in 2004, more data should be collected over 
time to fully capture the expenses of preparing these documents. Nevertheless, 
the initial data show that CSP and RCSP preparation is a costly exercise relative 
to project processing. 
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5. Table A7.2 provides the cost information analysis for loan and TA administration. The 
table suggests the following: 
 

(i) Similar to the trend in loan approvals, the number of loan projects under 
administration (at year-end) declined during 2002–2004, but is expected to 
increase in 2005. However, despite the relatively stable number of new TAs 
approved, the number of TAs under administration rose substantially from 826 in 
2002 to 1,016 in December 2004, suggesting a longer TA administration or 
implementation period. The number of TAs administered is expected to decline to 
937 by December 2005. 

 
Table A7.2: Portfolio Management and Expenses, ADB-wide 

 
Current

Estimate
2002 2003 2004 2005

Loan Project Administration
- Projects Administered (number) 443 435 415 430           
- Loan Disbursement ($ million) 4,202 3,816 3,563 4,062         
- Program At Risk, by Number of Project (%) n.a. n.a. 19           18              
- Project At Risk, by Number of Project (%) 16        15        12           11              

TA Administration
- TA Administered (number) 826 878 1,016 937           

2002–2004 2003–2005
Unit Cost ($ '000 per project) Average Average

- Loan Project Administration 63 61
           Operational Depts 57 56
           Non-Operational Depts 6 5

           Staff Costs 53 50
           Staff Consultant 4 5
           Business Travel and Representation 6 6
- TA Administration 21.5 21.8
           Staff Costs 18.7 18.8
           Staff Consultant 0.7 0.6
           Business Travel and Representation 2.2 2.3

Actual

 
 

(ii) The unit expense for project administration in the public sector was $63,000 per 
year per project during 2002–2004; $57,000 (91%) was incurred by the regional 
departments. The remaining was incurred by operational support departments, 
mainly for consultant engagement, procurement, financial control-related matters 
and legal support. Staff expenses accounted for 83% of the unit cost, staff 
consultants 7%, and business travel plus representation 10%. The current unit 
cost estimate for 2003–2005 is $61,000 per project administered, slightly lower 
than the 2002–2004 figure mainly because of the higher expected number of 
projects being administered by December 2005; 
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(iii) Average TA administration cost was $21,500 per year in 2002–2004. Staff 
expenses accounted for 87% of the unit cost, staff consultants 3%, and business 
travel plus representation 10%. The average cost for 2003–2005 is estimated at 
$21,800. TA quality indicators need to be developed and monitored over time to 
assess if the additional resources resulted in improved TA implementation. 

 
6. Table A7.3 presents the operating expenditure breakdown for the regional departments 
(excluding private sector operations) by expense type, location, and program category. The 
table shows the following: 
 

(i) Direct operational spending grew by 7.2% per annum for 2002–2004. By 
expense type, the composition of operating expenses comprises 79% staff-
related costs as of 2004, business travel and representation 11%, and staff 
consultants 10%. 

 
(ii) The share of headquarters to field office expenses of regional departments was 

stable at roughly 74:26. However, field office expenses grew more rapidly at 
9.0% versus 6.5% per annum at headquarters. 

 
Table A7.3: Operational Expense Allocation, Regional Departments 

 

2002 Share 2003 Share 2004 Share 2005 Share
Item ($ million) (%) ($ million) (%) ($ million) (%) ($ million) (%)

Expenses, by Type 93.8 100       100.5 100        107.8 100       113.0 100       
- Staff Cost 74.1 79         79.3 79          85.3 79         89.5 79         
- Staff Consultant 9.0 10         9.8 10          10.4 10         10.2 9           
- Business Travel 10.6 11         11.2 11          11.9 11         13.1 12         
- Representation 0.1 0.1        0.1 0.1         0.1 0.1        0.2 0.2        

Expense, by Location 93.8 100       100.5 100        107.8 100       113.0 100       
- Headquarter 69.9         75         74.5           74          79.4        74         80.9         72         
- Field Offices 23.9         25         26.0           26          28.4        26         32.1         28         

Expense, By Program Category 93.8         100       100.5         100        107.8      100       113.0 100       
- Portfolio Management 36.8         39         44.0           44          41.6        39         43.9 39         
- Processing 34.0         36         26.5           26          30.0        28         34.3 30         
- Programming, KM, Overhead 23.0         25         30.0           30          36.1        34         34.7 31         
          Programming – – 19.0        18         18.3 16         
          Knowledge Managementa – – 6.2          6           7.9 7           
          Operational Overhead – – 10.9        10         8.4 7           

– = not available.
a Knowledge management is confined only to staff studies and excludes KM works done through the advisory and
   regional technical assistance.

Actual Estimate

 
 

(iii) By activity (program category), spending on portfolio management accounted for 
39% of expenses in 2004, followed by project/TA processing at 28%, 
programming (including CSP and RCSP formulation and regional cooperation) at 
18%, and knowledge management (excluding advisory TA and regional TA 
processing and administration) at 6%. Operational overhead (internal policy 
review, budgeting, staff management, coordination/monitoring, and other 
administration activities) accounted for 10% of the regional departments’ 
operating expenses.  
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(iv) The combined spending on programming, knowledge management, and 
overhead grew rapidly at around 25.4% per year during 2002–2004. 

 
7. Summary of Observations. The following are key observations from the data analysis:  
 

(i) Staff-related costs account for more than 70% of the key products and activities. 
As such, any efficiency enhancement effort should focus on improving the 
efficiency of staff use.  

 
(ii) The high unit cost of project processing has been associated more with lengthy 

processing time and high number of staff-weeks required to update project 
designs and write-ups. Business travel expenses and country distance from 
headquarters play a relatively minor role in determining the average project 
processing cost. Therefore, to reduce the unit project processing costs, efforts 
need to be made to improve the efficiency in the use of staff time. This may be 
achieved by limiting the number of projects being actively processed in countries 
where demand for borrowing or the prospect for project approval is uncertain. 
The extent of overprogramming in project processing, however, is a country-
specific and strategic issue and is not to be determined on the basis of budget 
consideration alone.  

 
(iii) The percentage of expenditure shares by activity (program category) in Table 

A7.3 suggest that the largest share of ADB’s operational resources is devoted to 
portfolio management (project and TA administration). This is generally in line 
with ADB’s operational emphasis and is expected to translate to an improvement 
in loan disbursement and reduction in the number of projects classified as “at 
risk.” 

 
(iv) The number of TAs under administration rose rapidly from 826 to 1,016 in 2002–

2004 and is projected to be 937 by the end of 2005. To reduce the resource 
demand for TA administration, departments need to expedite TA completion and 
consolidate new TA proposals, particularly for advisory TAs.  

 
(v) Early indicative unit costs for CSP and RCSP preparation are high. Although 

more data would need to be collected over time to generate a more reliable 
conclusion, regional departments may need to review the scope and coverage of 
the various sector and thematic studies supporting CSP preparation. Any 
decision to focus ADB’s sector and thematic involvement in each DMC should 
substantially reduce resources required for sector studies. Advance planning for 
CSP and RCSP preparation should also allow coordination with other 
development partners to jointly prepare or fund some CSP studies.  

 
(vi) Efforts will be made to segregate the average unit costs between those for 

headquarters and field offices to help determine the cost-effectiveness of 
delegating various works from headquarters to the field. 
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STATUS OF SELECTED DONOR FUNDS FOR TECHNICAL ASSISTANCE 
 

1. Grant funds provided by bilateral and multilateral donors to finance the technical 
assistance (TA) operations of the Asian Development Bank (ADB) continued to play an 
increasingly important role during the past few years. These funds focus specifically on 
supporting ADB’s poverty reduction strategy,2 or cover other thematic and sectoral areas. The 
status of selected donor funds follows. 
 
A. Poverty Reduction Grant Funds 
 
2. Japan Fund for Poverty Reduction. The Government of Japan established the fund in 
May 2000. It supports poverty reduction and related social development activities that can add 
substantive value to ADB-financed projects. To date, it has received total grant funding of 
$344.9 million, including the transfer of $90.0 million from the Asian Currency Crisis Support 
Facility for Afghanistan and a contribution in March 2005 from the Government of Japan totaling 
$18.0 million. To date, 70 grant proposals equivalent to $171.6 million have been approved by 
the Government of Japan. Of these, six grant proposals totaling $11.0 million address the 
effects of the tsunami in Banda Aceh, Maldives and Sri Lanka. Two other proposals totaling 
$4.0 million for Banda Aceh are under consideration by the Government of Japan, while one 
proposal for $5.0 million is currently being prepared for India. 
 
3. Cooperation Fund for National Poverty Reduction Strategies. Established in 
November 2001 as a trust fund with the Government of the Netherlands as the initial contributor, 
the fund supports TA for poverty reduction strategy formulation, implementation, and monitoring; 
regional capacity building and training; and participatory advisory activities. As of 30 September 
2005, the fund has a total grant funding commitment of about $7.0 million. Eighteen TAS valued 
at $6.1 million are currently being implemented; 1 TA for $0.9 million has been endorsed for 
funding. 
 
4. Poverty Reduction Cooperation Fund. Established in July 2002 with an initial 
contribution from the United Kingdom, the fund is to complement national poverty reduction 
strategies, capacity building, studies, and surveys on poverty reduction, and participatory 
poverty assessments. In 2005, the fund also started supporting project preparatory TA. As of 30 
June 2005, the fund has a total grant funding commitment of about $68.0 million (including 
$15.5 million for the People's Republic of China [PRC] component). As of 30 September 2005, 
74 TAs valued at $37.8 million had been approved by ADB, and 35 TA proposals valued at 
$18.8 million had been endorsed for financing under the fund (figures including the PRC 
component). 
 
5. Poverty Environment Fund. As of 30 September 2005, the fund had a total committed 
value of $3.8 million. This includes $3.4 million for the Poverty and Environment Program, the 
first and only regional TA funded by the Poverty Environment Fund, and the remaining for 
administration costs and bank charges. As of 30 June 2005, $0.2 million had been disbursed for 
the Poverty and Environment Program.  
 
 
 
 

                                                 
2  ADB. 1999. Fighting Poverty in Asia and the Pacific – The Poverty Reduction Strategy of the ADB. Manila (R179-

99). 
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B. Grant Funds on Other Thematic and Sectoral Areas 
 

6. Japan Fund for Information and Communication Technology. The fund was 
established in July 2001 by Government of Japan for a 3-year period, with a contribution of 
Y1,273.3 million (equivalent to about $10.5 million) to harness the potential of information and 
communication technology and bridge the digital divide in Asia and the Pacific. The fund was 
originally scheduled to close by 31 July 2004, but was extended by 1 year to accommodate new 
proposals from the regional departments. To date, 11 grant proposals have been approved by 
the Government of Japan, for a total of $9.2 million. Two grant proposals totaling $1.2 million 
are now under consideration by the Government. If approved, these will bring the total of fund 
grants up to $10.4 million. 
 
7. Governance Cooperation Fund. Established in November 2001, the fund was to be a 
multidonor umbrella facility to support government-led governance reform activities. In 2001, the 
Government of Canada provided a contribution amounting to $1.6 million equivalent, followed 
by the Government of Norway which provided $2.2 million equivalent in 2002. In 2003, Denmark 
made a contribution of $1.4 million equivalent. As of 30 September 2005, ADB had approved 20 
projects with cofinancing of $3.7 million from the fund. 
 
8. Cooperation Fund for the Water Sector. Established on 10 December 2001 as a 
multidonor umbrella facility, the fund promotes effective regional, subregional, and country water 
management policies and practices. The fund aims to catalyze implementation of ADB’s water 
policy in Asia and the Pacific by providing assistance in three priority areas: (i) undertaking 
water sector analysis, preparing water action agendas, and carrying out sector reforms in 
developing member countries (DMCs); (ii) providing more holistic water sector operational 
support to ADB’s DMC partners; and (iii) strengthening regional cooperation and awareness 
about water sector issues and suitable responses, including investments, policies, and reforms. 
As of December 2004, the governments of the Netherlands and Norway have completed their 
fund contributions, totaling approximately $20 million. Within this framework, the fund finances a 
coherent program of activities implemented through a series of regional TAs entitled Promoting 
Effective Water Management Policies and Practices,3 (phases 1–4), with total support of $14.9 
million. The fund also provided direct operations assistance to the regional departments by 
cofinancing four TAs totaling $409,000 and financing post-tsunami rehabilitation in the Maldives 
in for $400,000.  
 
9. Gender and Development Fund. Established in May 2003 with a total contribution of 
$4.2 million for an initial period of 3 years, contributors included the Government of Canada 
(Can$1.2 million), Government of Norway (NKr15 million), and Government of Denmark (DKr9.3 
million). The fund is intended to support a coherent program of activities to strengthen the 
capacity of ADB and the DMCs to mainstream gender considerations in their policies, programs, 
and projects to will help reduce gender disparities, promote empowerment, and make progress 
in meeting the Millennium Development Goals. Apart from an approved regional TA for $1.2 
million and an umbrella regional TA for $1.5 million, a country-specific TA ($0.2 million) was 
recently approved and another country-specific TA ($0.3 million) is pending approval. Projects 
approved in 2005 under the fund to support country strategy and program activities amounted to 
$57,000, while a capacity-building project to support gender and development at the national 
level in Uzbekistan amounted to $50,000..Five subprojects totaling $264,000 were also 
approved as of 30 September 2005 to support ADB loans. In 2005, the fund also provided 

                                                 
3 ADB. 2002-2004. Technical Assistances for Promoting Effective Water Management Policies and Practices 

(Phases 1 to 4). Manila 
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$70,000 to support activities related to partnerships with nongovernment organizations and 
women’s organizations. 
 
10. People’s Republic of China Regional Cooperation and Poverty Reduction Fund. 
Established in March 2005 with a total contribution of $20 million from the PRC, the fund will be 
available for 5 years until 2009. The fund’s objective is to strengthen the capacity of DMCs to 
reduce poverty, through among others, regional cooperation. The fund encourages (i) 
innovation and learning in support of research and analytical work; (ii) piloting of innovative 
approaches; (iii) capacity building and institutional development in DMCs; and (iv) 
dissemination, networking, and cross-learning. All DMCs are eligible for grants supporting 
regional cooperation; however priority will be given to countries that are part of the Greater 
Mekong Subregion and Central Asia Regional Economic Cooperation. As of 30 September 
2005, the PRC Government had endorsed seven proposals for financing amounting to $2.6 
million, of which ADB has approved one proposal. 
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2006 BUDGET 
STAFF DISTRIBUTION BY NATIONALITY 

(As of 30 September 2005) 
 
 
 
 
 

[This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy.] 
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Department/Office d

Senior a Other Total NO b AS Total Senior a Other Total NO b AS Total

A. President 22 62 84 35 63 98 22 63 85 39 70 109
Offices of Management 6 8 14 2 13 15 6 8 14 2 13 15
Risk Management Unit 1 4 5 5 4 9 1 4 5 5 7 12
Office of the Special Project Facilitator 1 1 2 1 1 2 1 1 2 1 1 2
Office of Regional Economic Integration 2 7 9 1 3 4 2 8 10 3 5 8
Department of External Relations 2 15 17 8 14 22 2 15 17 9 15 24

European Representative Office 1 1 2 1 2 3 1 1 2 1 2 3
Japanese Representative Office 1 1 2 1 2 3 1 1 2 1 2 3
North American Representative Office 1 1 2 1 2 3 1 1 2 1 2 3

Office of the Auditor General 3 11 14 9 11 20 3 11 14 9 11 20
Strategy and Policy Department 4 13 17 6 11 17 4 13 17 7 12 19

B. Knowledge Mgt. & Sustainable Dev. 14 76 90 37 69 106 14 76 90 40 67 107
Regional & Sustainable Dev. Dept. 7 45 52 15 38 53 7 45 52 15 38 53
Economics and Research Department 5 22 27 18 18 36 5 22 27 18 18 36
Office of Cofinancing Operations 2 9 11 4 13 17 2 9 11 7 11 18

C. Operations 1 28 221 249 120 226 346 28 221 249 128 235 363
South Asia Department 14 125 139 81 144 225 14 125 139 85 150 235

South Asia Department (HQ) 8 98 106 10 69 79 8 96 104 10 69 79
Afghanistan Resident Mission 1 3 4 6 5 11 1 5 6 7 6 13
Bangladesh Resident Mission 1 6 7 14 18 32 1 6 7 15 19 34
India Resident Mission 1 6 7 16 19 35 1 6 7 17 21 38
Nepal Resident Mission 1 3 4 10 10 20 1 3 4 10 11 21
Pakistan Resident Mission 1 6 7 14 17 31 1 6 7 15 18 33
Sri Lanka Resident Mission 1 3 4 11 6 17 1 3 4 11 6 17

Mekong Department 11 67 78 31 64 95 11 67 78 34 66 100
Mekong Department (HQ) 7 53 60 5 46 51 7 50 57 5 46 51
Cambodia Resident Mission 1 2 3 6 4 10 1 2 3 7 5 12
Lao Resident Mission 1 3 4 6 4 10 1 3 4 6 4 10
Thailand Resident Mission 1 4 5 5 3 8 1 6 7 6 3 9
Viet Nam Resident Mission 1 5 6 9 7 16 1 6 7 10 8 18

Private Sector Operations Department 3 29 32 8 18 26 3 29 32 9 19 28

D. Operations 2 33 213 246 96 235 331 33 213 246 99 238 337
East and Central Asia Department 15 101 116 50 95 145 15 101 116 53 98 151

East and Central Asia Department (HQ) 8 87 95 10 57 67 8 87 95 10 57 67
Azerbaijan Resident Mission 1 1 2 3 3 6 1 1 2 3 3 6
PRC Resident Mission 1 7 8 15 16 31 1 7 8 16 18 34
Kazakhstan Resident Mission 1 1 2 5 4 9 1 1 2 5 4 9
Kyrgyz Resident Mission 1 1 2 4 2 6 1 1 2 5 2 7
Mongolia Resident Mission 1 1 2 4 3 7 1 1 2 4 3 7
Tajikistan Resident Mission 1 1 2 4 5 9 1 1 2 5 5 10
Uzbekistan Resident Mission 1 2 3 5 5 10 1 2 3 5 6 11

Southeast Asia Department 8 61 69 24 54 78 8 61 69 24 54 78
Southeast Asia Department (HQ) 6 47 53 9 35 44 6 47 53 9 35 44
Indonesia Resident Mission 1 9 10 14 15 29 1 9 10 14 15 29
Extended Mission to Sumatra - 1 1 - - - - 1 1 - - -
Philippines Country Office 1 4 5 1 4 5 1 4 5 1 4 5

2006 BUDGET
AUTHORIZED STAFF NUMBERS BY DEPARTMENT AND OFFICE

2006 Budget
Professional Staff NO / AS

2005 Budget
Professional Staff NO / AS
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Department/Office d

Senior a Other Total NO b AS Total Senior a Other Total NO b AS Total

2006 Budget
Professional Staff NO / AS

2005 Budget
Professional Staff NO / AS

 
 

Pacific Department 7 26 33 14 34 48 7 26 33 14 34 48
Pacific Department (HQ) 3 18 21 3 17 20 3 18 21 3 17 20
Pacific Liaison and Coordination Office 1 3 4 4 4 8 1 3 4 4 4 8
Pacific Subregional Office 1 4 5 2 9 11 1 4 5 2 9 11
PNG Resident Mission 1 1 2 3 3 6 1 1 2 3 3 6
Special Liaison Office in Timor-Leste 1 - 1 2 1 3 1 - 1 2 1 3

Central Operations Services Office 3 25 28 8 52 60 3 25 28 8 52 60

E. Finance and Administration 27 128 155 141 463 604 27 127 154 141 450 591
Office of the Secretary 2 9 11 3 19 22 2 8 10 3 18 21
Office of the General Counsel 6 31 37 2 23 25 6 31 37 2 23 25
Budget, Personnel and Mgt. Systems Dept. 5 22 27 20 62 82 5 22 27 20 62 82
Office of Administrative Services 3 13 16 34 165 199 3 13 16 34 153 187
Controller's Department 3 17 20 23 109 132 3 17 20 23 109 132
Treasury Department 6 21 27 18 44 62 6 21 27 18 44 62
Office of Information Systems & Technology 2 15 17 41 41 82 2 15 17 41 41 82

F. Unassigned Positions - - - - 1 1 c - - - 5 4 9

   Subtotal 124 700 824 429 1,057 1,486 124 700 824 452 1,064 1,516

G. Young Professional Program - 10 10 - - - - 10 10 - - -

   Total 124 710 834 429 1,057 1,486 124 710 834 452 1,064 1,516
H. Board of Directors

Office of the Compliance Review Panel 1 1 2 1 2 3 1 1 2 1 2 3
Operations Evaluation Department 3 22 25 9 9 18 3 22 25 9 9 18
Director's Advisors - 24 24 - - - - 24 24 - - -
Staff Services - - - - 36 36 - - - - 36 36

- = 0 or not available/applicable, NO = national officer, AS = administrative staff.

Ratios: 2005 2006
A. Other Professional Staff (excluding Young Professionals):Senior Professional Staff 5.65   : 1 5.65   : 1
B. National Officers and Administrative Staff: Professional Staff (excluding Young Professionals) 1.80   : 1 1.84   : 1
a Staff at managerial level and above including country directors and resident/regional missions/representative offices.
b Authorized staff numbers for national officers are based on personal level.
c One unassigned AS position in 2005 was given to Risk Management Unit in 2006.
d Excluding net effect of sequestration and reallocation exercise.
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2006 BUDGET 
STAFF DISTRIBUTION BY SALARY STRUCTURE 

(As of 30 September 2005) 
 
 
 
 
 

[This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy.] 
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2006 BUDGET 
STAFF DISTRIBUTION BY SALARY STRUCTURE 

(As of 30 September 2005) 
 
 
 
 
 
 
 
 
 
 
 
 

[This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy.] 
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Current
Estimate Budget Increase/

2005 2006 (Decrease) Total Price Volume

A. Board of Governors 1,351 1,350 (1) 0.0 4.5 (4.5)

B. Board of Directors 19,300 19,540 240 1.2 4.4 (3.1)

  Offices of the Directors 11,240 11,692 452 4.0 3.6 0.4
  Accountability Mechanism 1,850 1,926 76 4.1 2.2 1.8
  Operations Evaluation 6,210 5,922 (288) (4.6) 6.4 (11.0)

C. Operational Expenses 219,919       236,123      16,205 7.4     5.8     1.6       
  Salaries 114,542       123,606      9,064 7.9 6.3 1.6
  Benefits 59,284         65,008        5,724 9.7 6.9 2.7
  Staff Development 2,807           3,697          890 31.7 2.8 28.9
  Relocation 3,813           4,848          1,035 27.1 2.8 24.3
  Consultants 20,035         19,327        (708) (3.5) 2.8 (6.3)
  Business Travel 19,047         19,259        212 1.1 2.8 (1.7)
  Representation 391              378             (13) (3.2) 2.8 (6.0)

D. Administrative Expenses 56,126         55,462        (663) (1.2)    4.0     (5.2)     

  Communications 6,955           6,540          (415) (6.0) 4.1 (10.1)
  Office Occupancy 11,726         11,945        219 1.9 5.1 (3.3)
  Library 925              694             (231) (25.0) 2.9 (27.9)
  Office Supplies 1,835           1,771          (64) (3.5) 5.2 (8.7)
  Office Equipment 5,972           5,518          (454) (7.6) 5.6 (13.2)
  Contractual Services 10,883         10,941        58 0.5 6.5 (6.0)
  Insurance 3,140           3,483          343 10.9 5.6 5.3
  Depreciation 14,167         14,167        0 0.0 0.0 0.0
  Miscellaneous 523              403             (120) (22.9) 3.5 (26.4)
Total Regular Programs a 296,695       312,476      15,781 5.3     5.3     (0.0)     

E. Exclusions (89)               422             511            

General Contingency 2,969           3,136          167
Incremental Depreciation 1,104          1,104
Fee Reimbursement from Trust Funds (3,058)          (3,818)         (760)

Total Net IAE 296,606       312,897      16,291       
a Excluding incremental depreciation.

Item
Percentage Change 

2006 BUDGET
ANALYSIS OF 2005-2006 BUDGET CHANGE

($'000)
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Group and  Job Areas 2001 2002 2003 2004 2005 Total

 A. Operations 23 21 24 12 14 94
1. Country Programs, Project Processing, and Administration 15 14 19 12 13 73

a. Programming and Strategy Formulation 1 - 2 1 - 4
b. Performance-Based Allocation (Macroeconomist) - 4 - - - 4
c. Regional Cooperation  3 2 3 - - 8
d. Portfolio Management/Project Supervision 2 - 4 - 1 7
e. Transport and Energy - - 4 4 5 13
f. Agriculture and Environment 1 - - 1 1 3
g. Social Development 4 7 2 1 - 14
h. Governance and Capacity Building, Finance, and Trade 3 - 1 1 3 8
i. Private Sector Operations (SMEs, Risk Management, Trade Financing) 1 1 3 4 3 12

2. Policy Anchors in Programs and Projects Departments 2 - - - - 2
prior to 2002 Reorganizaton
a. Poverty Reduction - - - - - -
b. Governance 1 - - - - 1
c. Private Sector Development 1 - - - - 1
d. Social Safeguards (Resettlement) - - - - - -

3. Resident Missions 6 7 5 - 1 19

 B. Knowledge Management, Safeguards, and Compliance 1 3 2 16 1 23
a. Accountability Mechanism - - - 6 - 6
b. Supervision/Senior Advisors - - - 4 - 4
c. Poverty Reduction, Governance Anchors, and NGO 1 - - - 1 2
d. Social Policies and Safeguards (Gender, Indigenous, Inclusion) - 1 - 6 - 7
e. Social Development (Social Protection) - 1 - - - 1
f. Sector Anchors (Transport and Energy) - - 2 - - 2
g. ICT Development  - 1 - - - 1

 C. Operational Support and Reform Agenda 6 6 6 3 11 32
a. Reform Agenda - - - - 4 4

 b. Regional Economic Monitoring - - - - - -
 c. Guarantee Operations - - - 1 - 1
 d. External Relations and Civil Society 4 - 1 1 1 7

e. Financial Control (LBL) - 1 - - - 1
 f. Treasury Operations - 2 2 1 1 6

g. Legal Support (LBL, Treasury, Safeguards) - 1 2 - 1 4
h. Anticorruption/Audit - - - - 2 2
i. Operations Evaluation 2 - - - 2 4

 j. Development of New IT Systems for Operations - 2 1 - - 3

D. Unassigned - - - - 3 3
Total 30 30 32 31 29 152

- = 0, ICT = information and communication technology, IT = information technology, LBL = LIBOR-based loan, LIBOR = London
interbank offered rate, SME = small- and medium-sized enterprise.  

2006 BUDGET
NEW PROFESSIONAL STAFF POSITIONS a

(2001–2005)

a Including Office of the Compliance Review Panel and Operations Evaluation Department.
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2005 
Current 

Estimate 
 % of 
Total 

 2006 
Budget 

 % of 
Total 

A. President 22,259      10        24,449      10       

Offices of Management 4,206          2           4,018        2           
Risk Management Unit 487             -           1,674        1           
Office of Regional Economic Integration 2,250          1           2,779        1           
Department of External Relations 4,245          2           4,444        2           

European Representative Office 795             -           911           -           
Japanese Representative Office 703             -           815           -           
North American Representative Office 810             -           849           -           

Office of the Auditor General 3,486          2           3,752        2           
Strategy and Policy Department 5,277          2           5,207        2           

B. 21,848      10        21,970      9         

Regional and Sustainable Development Department 13,466        6           13,147      6           
Economics and Research Department 5,801          3           6,234        3           
Office of Cofinancing Operations 2,581          1           2,589        1           

C. Operations 1 67,761      31        72,703      31       

South Asia Department 39,437        18         43,197      18         
Mekong Department 20,421        9           20,868      9           
Private Sector Operations Department 7,903          4           8,637        4           

D. Operations 2 59,350      27        64,721      27       

East and Central Asia Department 27,814        13         31,134      13         
Southeast Asia Department 16,038        7           16,980      7           
Pacific Department 9,269          4           9,907        4           
Central Operations Services Office 6,229          3           6,700        3           

E. Finance  and Administration 46,571      21        47,078      20       

Office of the Secretary 3,280          1           3,418        1           
Office of the General Counsel 6,785          3           7,509        3           

8,682          4           9,061        4           
Office of Administrative Services 7,436          3           7,410        3           
Controller's Department 6,643          3           6,900        3           
Treasury Department 7,532          3           7,101        3           
Office of Information Systems and Technology 6,212          3           5,679        2           

F. Unassigned 1,608        1          4,524        2         

Sub-total 219,397    100     235,444    100     

G. Young Professionals Program 522           -           680           -           

Total 219,919    100     236,123    100     
- = 0. 
Figures may not add to totals because of rounding.
Note: Excludes $1.4 million for tsunami-related expenses reallocated from contingency.

 Knowledge Management and Sustainable  Development Group 

 Budget, Personnel and Management Systems Department 

2006 BUDGET
DISTRIBUTION OF OPERATIONAL EXPENSES BY DEPARTMENT/OFFICE

($'000)

Department/Office
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Current
Actual Budget Estimate Budget Percent

2002 2003 2004 2005 2005 2006 Increase (Decrease)

Item (A) (B) (C) (D) (E) (F) (F/D) (F/E) CAGR

A. Board of Governors a 506 94 594 1,383 1,351 1,350 (2) -          39

Travel 240          2             262        834        824       836        -          1 -         
Representation 119 10 122 180 163 192 6 18 1        
Administrative Expenses 26 58 90 164 219 127 (22) (42) 2        
Seminars 89 -              103        180        120       170        (6)        42        3        
Ancillary Meetings 7 -              -             -             -            -             -          -         4        
Remuneration Committee 25 24 17 25 25 25 -          -         5        

B. Board of Directors 9,079       10,469    18,503   19,320 19,300 19,540 1 1 3        

Offices of the Directors 9,079 10,391 10,666 11,271 11,240 11,692 4 4 3        
Accountability Mechanism -               78           1,606 1,850 1,850 1,926 4 4 3        
Operations Evaluation -               -              6,231 6,199 6,210 5,922 (4) (5) 3        

C. Operational Expenses 183,990   197,899   206,423 219,710 219,919 236,123 7 7 3        

Salaries 97,253 103,842 107,418 115,178 114,542 123,606 7 8 3        
Benefits 49,232 53,764 56,694 59,236 59,284 65,008 10 10 3        
Staff Development 2,024 2,269 2,225 3,267 2,807 3,697 13 32 3        
Relocation 3,113 3,847 4,168 3,769 3,813 4,848 29 27 3        
Consultants 15,947 16,809 17,986 18,906 20,035 19,327 2 (4) 3        
Business Travel 15,587 17,065 17,608 18,987 19,047 19,259 1 1 3        
Representation 286 303 324 367 391 378 3 (3) 3        
Special Activity 548 -              -             -             -            -             -          -         3        

D. Administrative Expenses 40,729     44,174    49,516   56,446 56,126 56,566 -          1 11

Communications 6,770 6,645 7,112 6,946 6,955 6,540 (6) (6) 1
Office Occupancy 8,733 10,468 10,985 11,355 11,726 11,945 5 2          10
Library 905 958 964 925 925 694 (25)      (25)      1
Office Supplies 1,518 1,594 1,755 1,900 1,835 1,771 (7) (3) 7
Office Equipment 4,389 5,142 5,101 6,288 5,972 5,518 (12) (8) 11
Contractual Services 8,200 7,193 9,133 10,205 10,883 10,941 7 1 10
Insurance 522 620 709 3,501 3,140 3,483 (1) 11 82      
Depreciation 9,393 11,208 13,312 14,839 14,167 15,271 3 8 15
Miscellaneous 299 346 445 487 523 403 (17) (23) 21

Total Regular Programs 234,304 252,636 275,036 296,859 296,695 313,579 6 6 8

E. General Contingency b -               -               -               2,969 2,969 3,136 6 6 -           

F. Less:  Fee Reimbursements 
from Trust Funds

Net IAE 234,304 252,636 275,036 296,770 296,606 312,897 5 5 8

- = 0 or not applicable, CAGR = compounded average growth rate: 2002–2005.
Figures may not add to totals because of rounding.

25

2006 BUDGET
CROSS-YEAR COMPARISON OF INTERNAL ADMINISTRATIVE EXPENSES

(2002–2006)
($ '000)

a   For comparability purpose, the 2005 Budget and Current Estimates under the Board of Governors category have been recasted to   
    include all ADB-wide expenses related to the ADB annual general meeting in Istanbul, Turkey.

-               -           

b  General contingency includes (i) $1.4 million for tsunami-related activities, (ii) $0.5 million for unplanned severance pay incurred by
   operations evaluation department, (iii) $0.5 million for assistance to earthquake affected areas in South Asia, and (iv) ADB's response
   to avian flu ($80,000). 

-               -               (3,058) (3,058) (3,818) 25
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2006 BUDGET
BOARD OF DIRECTORS

(2002–2006)
($'000)

Current
Actual Budget Estimate Budget Percent

2002 a 2003 a 2004 2005 2005 2006 Increase (Decrease)
Item (A) (B) (C) (D) (E) (F) (F/D) (F/E) CAGR

A. Offices of the Directors 9,079  10,391 10,666 11,271 11,240 11,692 4         4       7         
Salaries 5,203  5,916  6,189  6,604  6,472  6,787  3         5       8         

Benefits 2,189    2,443    2,649    2,862    2,682    2,955    3         10      7           
Relocation 562     404     528     470     700     586      25       (16)     8         
Business Travel 467     374     519     532     594     562      6         (5)      8         

Country Consultation 191     183     205     236     236     236      -          -        7         
Group Travel 125     97       153     81       188     132      63       (30)     15       
Accompanying the President 37       14       21       30       30       30        -          -        (7)        
Board Retreat 6         8         10       18       18       18        -          -        44       
Special Travel 63       44       71       96       96       96        -          -        15       
Director's Advisors  (Annual Meeting) 26       -          29       -          -          -           -          -        -          
Director's Advisors  (Operational Missions) 19       28       30       71       26       50        (30)      92     11       

Staff Services 658     737     770     803     792     802      -          1       6         
Inspection Function -          517     11       -          -          -           -          -        -          

B. Accountability Mechanism -          78       1,606  1,850  1,850  1,926  4         4       -          
Office of Compliance Review Panel -          78       920     1,207  1,272  1,250  4         (2)      -          

Salaries -          51       421     403     384     404      -          5       -          
Benefits -          23       142     155     139     112      (28)      (20)     -          
Relocation -          -          15       -          -          -           -          -        -          
Consultants -          -          -          125     55       35        (72)      (37)     -          
Business Travel -          4         37       32       45       60        85       33     -          
Representation -          -          -          5         3         3          (35)      -        -          
Compliance Review Panel -          -          305     486     645     637      31       (1)      -          

Office of the Special Project Facilitator -          -          686     643     578     676      5         17     -          
Salaries -          -          319     341     337     363      6         8       -          
Benefits -          -          139     102     111     114      11       2       -          
Relocation -          -          18       -          -          -           -          -        -          
Consultants -          -          163     140     88       140      -          60     -          
Business Travel -          -          47       60       43       60        (1)        41     -          

C. Operations Evaluation -          -          6,231  6,199  6,210  5,922  (4)        (5)      -          
Salaries -          -          3,337  3,356  3,351  3,031  (10)      (10)     -          
Benefits -          -          1,620  1,372  1,324  1,378  -          4       -          
Relocation -          -          58       57       163     169      196     3       -          
Consultants -          -          896     950     922     903      (5)        (2)      -          
Business Travel -          -          319     460     446     437      (5)        (2)      -          
Representation -          -          1         4         4         4          -          -        -          

Total 9,079  10,469 18,503 19,320 19,300 19,540 1         1       29       

- = 0 or not applicable, CAGR = compounded average growth rate: 2002–2005.
Figures may not add to totals because of rounding.
a   Excludes the expenses of the Office of the Special Project Facilitator and the Operations Evaluation Department.  
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2006 BUDGET
OPERATIONAL EXPENSES

(2002–2006)
($'000)

Current
Actual Budget Estimate Budget Percent

2002 a 2003 a
2004 2005 2005 2006 Increase  (Decrease)

(A) (B) (C) (D) (E) (F) (F/D) (F/E)

A. Salaries 97,253  103,842 107,418 115,178 114,542 123,606  7          8           

Professional Staff 78,546  83,779  85,516  90,498  89,762  95,959    6          7           
Supporting Staff 18,530  19,868  21,716  24,420  24,580  27,470    12        12         
Temporary Staff 177       195       186       260       200       177         (32)       (12)        

B. Benefits 49,232  53,764  56,694  59,236  59,284  65,008    10        10         

Dependency Allowance 3,195    3,420    3,362    3,485    3,295    3,373      (3)         2           
Special Allowances 1,742    2,057    2,375    2,783    2,740    4,265      53        56         
Special Travel -            -            85         163       53         267         -           -            
Retirement Contribution 10,325  15,047  15,481  17,875  17,734  18,833    5          6           
Medical Insurance 3,524    4,158    5,056    3,693    3,522    4,106      11        17         
Group Life Insurance 74         41         169       195       191       217         11        14         
Accidental Death and Dismemberment Insurance 170       194       172       199       196       206         4          5           
Workmen's Compensation Insurance 41         49         45         53         52         56           6          8           
Death Grant 14         -            1           -            2           -              -             -              
Education Grants 8,827    7,847    9,105    8,768    9,575    10,748    23        12         
Rental Subsidy 13,464  12,911  11,936  13,151  12,668  14,592    11        15         
Severance Pay 2,559    2,551    3,004    2,502    2,742    1,984      (21)       (28)        
Home Country Travel 3,947    4,005    4,238    4,334    4,439    4,387      1          (1)          
Welfare and Recreation 550       597       708       934       952       836         (10)       (12)        
Health Services 800       887       957       1,101    1,123    1,138      3          1           

C. Staff Development 2,024    2,269    2,225    3,267    2,807    3,697      13        32         

D. Relocation 3,113    3,847    4,168    3,769    3,813    4,848      29        27         

Appointment 1,555    1,694    1,546    1,807    1,650    2,238      24        36         
Termination 788       995       1,075    1,155    1,050    907         (21)       (14)        
Inter-Office Relocation 770       1,158    1,547    807       1,113    1,703      111      53         

E. Consultants 15,947  16,809  17,986  18,906  20,035  b 19,327    2          (4)          

F. Business Travel 15,587  17,065  17,608  18,987  19,047  19,259    1          1           

G. Representation 286       303       324       367       391       378         3          (3)          

H. Special Activity 548         -            -            -              -              -                -             -              

Total 183,990 197,899 206,423 219,710 219,919 236,123  7          7           

- = 0 or not available/applicable.

Figures may not add to totals because of rounding.
a Includes expenses of the Operations Evaluation Department.  
b Excludes $1.4 million for tsunami-related activities funded from General Contingency.

Item
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2006 BUDGET
ADMINISTRATIVE  EXPENSES

(2002–2006)
($'000)

Current
 Actual Budget Estimate Budget Percent

2002 2003 2004 2005 2005 2006 Increase (Decrease)
 Item (A) (B) (C) (D) (E) (F) (F/D) (F/E) CAGR

A. Communications 6,770    6,645    7,112    6,946    6,955       6,540     (6)     (6)       1         

Telephone 1,464    924       1,102    1,056    1,177       1,099     4       (7)       (9)        
Postage and Freight 846       931       1,003    1,019    1,204       968        (5)     (20)     7         
Telecommunications Network 4,460    4,790    5,007    4,871    4,574       4,473     (8)     (2)       3         

B. Office Occupancy 8,733    10,468  10,985  11,355  11,726     11,945   5       2        10       

Rental and Association Dues 2,743    3,217    3,450    3,786    3,954       4,110     9       4        13       
Building Maintenance Services 1,212    1,272    1,632    1,604    1,659       1,718     7       4        11       
Building Maintenance Supplies 583       784       608       582       580          483        (17)   (17)     -          
Building Equipment and Spare Parts 468       546       538       459       455          363        (21)   (20)     (1)        
Alterations and Improvements 447       666       512       405       619          437        8       (29)     (3)        
Utilities 1,780    2,070    2,279    2,217    2,268       2,421     9       7        8         
Security and Food Services Supplies 1,463    1,738    1,793    2,139    2,029       2,259     6       11      15       
Furniture (12)        35         70         90         92            88          (2)     (4)       (284)    
Furnishings 49         140       103       72         69            67          (7)     (4)       16       

C. Library 905       958       964       925       925          694        (25)   (25)     1         

D. Office Supplies 1,518    1,594    1,755    1,900    1,835       1,771     (7)     (3)       8         

Expendable Supplies 1,381    1,418    1,640    1,726    1,679       1,638     (5)     (2)       8         
Semi-Expendable Supplies 137       176       115       174       156          133        (24)   (15)     9         

E. Office Equipment 4,389    5,142    5,101    6,288    5,972       5,518     (12)   (8)       14       

Office Equipment 338       335       307       355       353          350        (2)     (1)       2         
Vehiclesa 189       196       236       270       298          294        9       (1)       14       
Computer Equipmentb 3,862    4,611    4,558    5,663    5,321       4,874     (14)   (8)       16       

F. Contractual Services 8,200    7,193    9,133    10,205  10,883     10,941   7       1        8         

Legal Services 639       791       1,003    1,415    1,638       1,412     -       (14)     40       
Investment Recovery Operations 99         -            -             -             -                -              - - -
Fiscal Services 1,449    1,484    1,672    1,678    1,768       1,833     9       4        5         
Information Services 1,008    1,055    1,291    1,156    1,157       1,224     6       6        5         
Administrative and Other Services 5,005    3,863    5,167    5,956    6,320       6,472     9       2        

G. Insurance 522       620       709       3,501    3,140       3,483     c (1)     11      190     

H. Depreciation 9,393    11,208  13,312  14,839  14,167     15,271   3       8        19       

I. Miscellaneous 299       346       445       487       523          403        (17)   (23)     21       

Total 40,729  44,174  49,516  56,446  56,126     56,566   -       1        13       

- = 0 or not available/applicable, CAGR = compounded average growth rate: 2002–2005.

Figures may not add to totals because of rounding.
a   Refers to vehicle maintenance costs.
b   Refers to software licensing and system maintenance fees.
c   Includes $2.673 million for Post Retirement Group Medical Insurance Plan.
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Budget 
Item 2006a      2007      2008

A. Headquarters Facilities 294          549          531          
Building Infrastructure 180          350          350          
Non-Building Infrastructure b 114          199          181          

B. Technology and Automation Systems 2,612       2,272       2,270       
Microcomputers and Peripherals c 1,655       1,690       1,681       
IT Infrastructure d 885          450          450          
Telecommunications e 72            133          139          

C. Field Offices 1,233       1,217       1,236       

Total 4,139       4,038       4,037       

IT = information technology.
Figures may not add to totals because of rounding.
a Please refer to Appendix 2 for details.
b Includes budget for purchase and/or replacement of printing and photocopying machines and ADB's official vehicles.
c Includes budget for purchase and/or replacement of desktop computers, notebooks, printers and other peripherals.
d Includes replacement/upgrade of servers and other IT infrastructure.
e Includes budget for purchase and/or replacement of fax machines, teleconferencing and AV equipment and upgrade 

of private automatic branch exchange (PABX) and wireless telephone equipment.

($'000)
Indicative

2006 BUDGET
2006 ANNUAL CAPITAL BUDGET AND

2007-2008 INDICATIVE ANNUAL CAPITAL EXPENDITURE PROGRAMS
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2006 BUDGET 
SUMMARY OF SPECIAL CAPITAL EXPENDITURES 

($’000) 
 
 
 
 
 

[This information was deemed confidential according to paragraph 126 of ADB’s Public 
Communications Policy.] 
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