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1. The Board discussed the working paper and generally supported the proposed revision 
of the grant framework, linking ADF grant eligibility to a country’s debt status and aligning the 
ADF grant framework with that of the International Development Association (IDA) 14. 
 
2. Most Directors supported limiting grant eligibility to countries that only have access to 
ADF funds, with some access for blend countries under exceptional circumstances. However, 
many Directors emphasized the importance of establishing criteria for how these exceptions for 
blend countries would be determined. Some Directors felt exceptions should also be made for 
poor or vulnerable countries, regardless of their level of debt distress. One Director voiced the 
opinion that if debt sustainability is the sole criterion for grant eligibility, then all ADF recipient 
countries should be eligible for grant depending on their debt sustainability status.  
 
3. Most Directors supported the transfer of the entire 20% volume discount to a new hard-
term ADF facility, in order to maximize the recovery of the foregone interest from grants, but 
noted that a more detailed analysis of the financial implications and justification for this proposal 
should be provided. One Director felt ADB should follow IDA’s approach of transferring only 9% 
to the hard-term facility and reallocating the other 11% among countries eligible for only ADF 
resources. A few Directors suggested the volume discount may be placing an undue burden on 
countries with limited access to other forms of external financing, particularly vulnerable Pacific 
island members. One Director proposed that since grant eligibility limits funding, grant-eligible 
countries should have the option of choosing concessional loans instead of grants. 
 
4. A few Directors suggested that the hard-term ADF facility could be used for such ADB 
priorities as addressing climate change or supporting subregional cooperation. A few Directors 
also voiced concern about the elimination of the grant set-aside for HIV/AIDS and other 
communicable diseases. One Director further proposed that the grant facility be extended to 
such sectors and thematic areas where incidence is impacted by events beyond the control of 
individual countries or have high positive externalities. It was further proposed that the grant 
framework should also allow grants as a counter-cyclical  measure to help countries that face 
exogenous shocks, natural disasters, defensive or bad lending, post-conflict situations etc.. 
 
5. All Directors emphasized that ADB staff should participate in the preparation of the debt 
sustainability analyses, which are currently prepared by IMF and World Bank. However, a few 
Directors mentioned that parallel ADB approval of such analysis was not desirable. A few 
Directors also felt that ADB should have an independent view of a country’s debt situation while 
collaborating with IMF and World Bank in the analysis. Some Directors noted the importance of 
strengthening country statistical capacity for better debt management and the need for ADB to 
have sufficient staff capacity to support the debt sustainability analysis.  
 
6. Some Directors raised concerns that the working paper does not make a provision for 
restricting countries receiving ADF grants from accumulating debt from other sources.  



 
7. Many Directors raised the issue of the source of financing for the funding shortfall from 
the foregone interest and principal reflows from grants. One Director pointed out that in IDA 14 a 
clear commitment was forthcoming to finance foregone principal through additional donor 
contribution on a pay-as-you-go basis whereas for ADF countries such commitment still remains 
on the bargaining table. One Director felt that a commitment to fund such shortfall should be in 
place before the Board considers the R-paper.  
 
8. Most Directors agreed to allow grant-funded projects to be submitted to the Board for 
approval on a conditional basis before Board consideration of the revised grant framework 
policy paper. 




