
 

 

Chair’s Summary of Meeting of the Board Directors

19 September 2005 
 

Working Paper on: 
 
• A Review of the Policy on Supplementary Financing: 
 Addressing Challenges and Broader Needs 
 
1. Directors endorsed the working paper and welcomed the suggested approach of the policy 
revision. In particular, they noted that, compared to the current policy, the proposed paper is more 
client-oriented and responsive to borrowers’ legitimate needs and the changing circumstances. 
They also noted that the suggested revisions will enable ADB and its borrowers to (i) reduce the 
processing time and transaction costs of supplementary financing, (ii) ensure more efficient 
commitment and use of ADB funds, and (iii) reduce commitment charges on undisbursed loan 
amounts due to more accurate project cost estimates at the time of appraisal. Directors expressed 
the hope that the proposal will complement ADB’s efforts to enhance the development impact and 
effectiveness of ADB operations. 
 
2. Some directors highlighted the need to address the impact of softening the current policy 
requirements, particularly with respect to quality assurance in the preparation of the original project 
proposals, as well as effective project implementation. They requested staff to ensure that this risk 
is appropriately mitigated through effective implementation of quality assurance mechanisms at the 
departmental and institutional level and through the enhanced Project Performance Management 
System. Some directors requested that a revised design and monitoring framework be included for 
each supplementary loan, and that complete information on the strengths and weaknesses of a 
project be provided to the Board with the proposal for supplementary financing.  
 
3. Directors emphasized that staff should closely (i) monitor the implementation of the revised 
policy, including the quality of the original proposals, and (ii) review the policy when sufficient 
experience is gathered, and report to the Board on these. In this regard, they suggested further 
improving the results monitoring framework of the revised policy through a greater emphasis on 
development results.  
 
4. A few directors requested staff to examine the feasibility of expanding the revised policy to 
include private sector operations and Asian Development Fund (ADF) grants, provided that the 
recipients are still eligible for such ADF financing. A few others noted the need to ensure that 
supplementary financing from ADF resources is in line with provisions of the performance based 
allocation policy.  
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5. Different views were expressed on the amount of the ceiling for submission of proposals for 
supplementary financing of changes in the investment plan to the Board of Directors for approval 
on a no-objection basis. Some directors suggested the adoption of a more liberal approach, 
including the possibility of submitting all supplementary loans to the Board for approval on a no-
objection basis; a few others opined that a more prudent benchmark may be more appropriate.  
Some directors suggested further examining the criteria for scaling up well-performing projects. 
Staff were requested to provide a clear indication of how the economic viability of a project 
proposed for supplementary financing is to be determined. 
 
6. A suggestion was made that in addressing the merit of a proposal for supplementary 
financing, the proposal should be compared with other possible options to ensure that it is the most 
effective approach. It was also suggested that the financial terms and conditions of the 
supplementary loan be determined independently from those of the original loan. Some directors 
requested that the analysis comparing the proposed policy with similar policies of other MDBs be 
strengthened. 
 
 




