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  ADB  – Asian Development Bank  
  AITF – Afghanistan Infrastructure Trust Fund  
  ANDS – Afghanistan National Development Strategy 
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NOTES 
 
(i) The Afghan fiscal year (FY) coincides with the Afghan solar year 

(SY). The fiscal year of the government and its agencies begins 
on 21 March. FY before a calendar year denotes the year in which 
the fiscal year starts, e.g., FY2009 starts on 21 March 2009. 

 
(ii) In this report, "$" refers to US dollars. 
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I. THE PROPOSAL 

1. I submit for your approval a recommendation for the Asian Development Bank (ADB) to 
(i) establish the Afghanistan Infrastructure Trust Fund (AITF) to support infrastructure projects in 
Afghanistan; (ii) accept and administer contributions by bilateral, multilateral, and individual 
sources to AITF; and (iii) delegate authority to the President to approve AITF financing 
alongside ADB-funded projects.  
 

II. BACKGROUND AND RATIONALE 

2. National development strategy and infrastructure. The Afghanistan National 
Development Strategy (ANDS), 2008–20131 identifies infrastructure development as a priority. A 
more detailed prioritization and implementation plan 2010–20132 was presented to the 
international community at the Kabul International Conference on Afghanistan in July 2010. This 
details six supporting program objectives within an economic and infrastructure cluster: (i) 
connectivity; (ii) financial independence through strategic partnerships with extractive industries; 
(iii) energy security; (iv) urban livelihoods; (v) private-sector-led inclusive growth, including more 
jobs and trade; and (vi) open information society. Achieving these objectives will require 
supporting infrastructure, the financing of which will depend on external support. A particular 
challenge and opportunity lies in developing Afghanistan’s vast mineral and hydrocarbon 
resources. 
 
3. Afghanistan Reconstruction Trust Fund. For financing reconstruction and 
development projects across the country in partnership with the government, the international 
community established the Afghanistan Reconstruction Trust Fund (ARTF). Since 2002, 30 
donors have contributed nearly $4 billion, making ARTF a major contributor to the budget.  
 
4. ARTF allocations are made through two ”windows.” The recurrent cost window 
reimburses the government for a portion of eligible and non-security-related operating 
expenditures every year. The investment window provides grant financing for national 
development programs included in the development budget. The allocation of the financing to 
the two windows varies. In FY2009, commitments to the recurrent cost window were $290 
million (including a performance premium of $40 million), while the investment window 
commitments were $220 million. The investment window covers a wide range of sectors, with a 
heavy concentration on agriculture, rural development and microfinance.3 ARTF supports only 
small to medium-scale infrastructure projects. It does not fund large infrastructure investments.  
 
5. Asian Development Bank activities. ADB is the leading development partner in 
infrastructure. Under the 2009–2013 country partnership strategy (CPS),4 ADB focuses on 
energy, transport (road, rail, regional airports), water management and irrigation. These sectors 
are top government priorities. The CPS is fully aligned with the ANDS and ADB’s own Strategy 
2020.5 
 

                                                 
1 Government of Afghanistan. 2008. Afghanistan National Development Strategy 1387–1391 (2008–2013): A 

Strategy for Security, Governance, Economic Growth and Poverty Reduction (ANDS). Kabul. 
2 Government of Afghanistan. 2010. Afghan National Development Strategy, Prioritization and Implementation Plan 

2010-2013. Volumes 1 and 2. Kabul. 
3 For details on ARTF, see World Bank/Afghanistan Reconstruction Trust Fund http://www.worldbank.org/artf. 
4 ADB. 2008. Country Partnership Strategy: Afghanistan, 2009–2013. Manila. 
5 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila. 
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6. ADB has provided Afghanistan nearly $2.2 billion over 2002–2009. This financing 
includes Asian Development Fund (ADF) loans, ADF grants, externally-funded cofinancing, 
technical assistance, and private sector investments. At the June 2008 Paris International 
Conference in Support of Afghanistan, ADB pledged $1.3 billion for 2008–2013. ADB ranks as 
Afghanistan’s fourth largest development partner. Since 2007, under ADB’s revised ADF grant 
framework,6 Afghanistan has been eligible for 100% ADF grant financing. The sectors with the 
largest share of ADB cumulative loans and/or grants are transport and communications (40%), 
energy (20%), and agriculture and natural resources (15%). As of October 2010, ADB’s portfolio 
comprises 17 projects financed from ADF loans and grants ($1.67 billion), and seven private 
sector loans ($206 million). 
 
7. Infrastructure investment required for the next 3 years is estimated at $4 billion. This 
requirement is well beyond the means of any single funding agency or the government to 
finance. At the Kabul Conference, the international community called for the establishment of a 
dedicated trust fund focusing on infrastructure finance. Given ADB’s track record and focus on 
infrastructure, the government requested ADB to set up and manage this fund.  
  

III.  OBJECTIVE AND SCOPE 

8. The operational objective of AITF is to pool and deliver financing for infrastructure in 
Afghanistan and to leverage resources through cofinancing with private sector and other 
development partners. The use of the AITF resources will ensure development effectiveness, 
with a focus on “getting things done,” administrative efficiency, and clear accountability. AITF 
will deliver finance in a "user friendly" manner, while ensuring transparency, low transaction 
costs, and sound fiduciary arrangements. 
 
9. AITF will focus on core infrastructure projects cofinanced and screened by ADB. Eligible 
investments include roads (national, regional, rural, and urban), railways, airports, energy 
(generation, transmission, and distribution), water management and irrigation, and other 
infrastructure-related sectors. AITF will cover the cost of project development and project 
execution, including all components ranging from detailed design to commissioning as well as 
supervision, monitoring, and reporting. These activities coincide with those typically covered by 
ADB.  
 

IV.  OPERATING PRINCIPLES 

 A.  Eligibility Criteria  

10. AITF resources will be available to Afghanistan and other suitable entities acceptable to 
the government and ADB. A range of infrastructure investments will be eligible for financing 
from AITF (paragraph 9).  
 
B.  Form of Assistance  

11. AITF will provide cofinancing assistance on a joint basis with ADB in the form of grants 
for infrastructure projects and related technical assistance (TA), on terms and conditions set 
forth in this paper. All funds will be duly reflected in the AITF accounts as well as the 
government’s accounts. 
 

                                                 
6 ADB. 2007. Doc. R143-07. Revising the Framework for Asian Development Fund Grants. Manila. 
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12. AITF resources will supplement ADB’s financing operations.7 AITF resources may be 
combined with ADB’s resources and other forms of bilateral or multilateral assistance mobilized 
by ADB to provide the most favorable financing terms. Any such blended form of financing 
would be used solely in accordance with the AITF objectives. 
 

V. IMPLEMENTATION ARRANGEMENTS 

13. ADB will act as the fund manager and process all project proposals. ADB technical 
teams will review proposals and oversee execution of AITF-financed projects.  
 
14. AITF-financed projects will be designed, processed, approved, implemented, and 
administered in accordance with applicable ADB policies, rules, procedures, and guidelines, 
including those relating to procurement, consulting services, social and environmental 
safeguards, financial management and reporting, disbursement, and anticorruption and 
governance.8 Arrangements for project accounting, auditing, and close monitoring and reporting 
will be in place for all projects supported by AITF.  
 
15. AITF may finance all project-related expenditures eligible for ADB financing. The 
government and/or the project executing agency will be responsible for making adequate 
budgetary provisions for operation and maintenance after project completion. 
 
16. The procurement of goods, works, and services financed by the AITF may be 
outsourced to a team of independent experts recruited internationally. Their responsibilities will 
include management of bidding processes and contract awards. This will ensure timely and 
efficient procurement in accordance with ADB’s policies, rules, procedures, and guidelines. 
Contracting modalities may include fixed delivery periods with premiums, and penalties 
measured against quality, budget, and time. ADB will back this up with appropriate regular 
supervision, audits, and reporting.  
 
17. Approval for AITF to finance specific investment projects processed by ADB, and for 
ADB to administer such financing, will be sought at the same time and from the same authority 
who would be approving the related ADB financing.  Approval for AITF to finance TAs and to 
administer such financing will follow prevailing ADB rules and procedures for TA approval. 
 
18. In managing AITF, ADB will be fully accountable to its Management, Board of Directors, 
and AITF's contributors, and ensure that AITF funds are used for their intended purposes on the 
terms, conditions, and principles as set forth in this paper. From time to time, ADB may adopt 
additional rules for administering the AITF as may be approved by ADB’s Board. 
 

VI. CONTRIBUTIONS 

19. ADB will accept contributions to AITF on an untied grant basis from bilateral, multilateral 
and individual sources, including companies and foundations.9 Contributions will be effected 
through instruments of contribution (ICs) to be executed by AITF contributors, in the form shown 
                                                 
7 This applies to financing of projects and TA by ADB’s Special Funds resources (including the Asian Development 

Fund as well as the TA Special Fund, as appropriate) or other sources.  
8  Any cross-debarment decisions under the Agreement for Mutual Enforcement of Debarment Decisions signed by 

the leading international finance institutions on 9 April 2010 will apply to AITF.  
9 The governments of Australia, Japan, and the United Kingdom have indicated initial interest to contribute to this 

fund.  
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in the appendix, whereby the contributor agrees to contribute amounts to AITF subject to the 
terms and conditions set forth in this paper.10 
 
20. Commitments from contributors shall not be subject to any conditions, except as 
otherwise provided in this paper or as specifically approved by the Board. By depositing an IC, 
the contributor shall be deemed to have accepted the terms and conditions set forth in this 
paper with respect to the resources contributed under such IC. 
 
21. However, a contributor to AITF may state a preference for its contribution to be used to 
support either one or more of the sectors eligible for financing from the proceeds of AITF. In 
such case, the IC will reflect such preference and any such IC shall be deemed to be a 
“qualified IC.” ADB will use its best efforts to apply the contribution for such sectors, as agreed 
with the contributor. In the event that a contributor’s preference cannot be accommodated, ADB 
may allocate the contribution to other sectors with the agreement of the contributor.  
 
22. Contributions to AITF will be made in the form of cash in a freely convertible currency. 
Contributions will be deposited into a US dollar interest-bearing account to be specified by ADB.  
For contributions received in currencies other than US dollars, upon receipt of the funds ADB 
will convert them into US dollars and transfer them to AITF.  
 
23. Contributions will be held and administered by ADB separately from ADB’s other 
resources, and invested at the discretion of ADB. Pending disbursements, ADB may invest and 
reinvest contributions. Any income earned in respect of such investment and reinvestment, as 
well as interest accrued in respect of the account (collectively, the available funds net of 
expenses) will be credited to the account and used for the purposes of the respective fund, 
including related administrative expenses.11 
 
24. AITF will pool all available funds in the account, provided that any grant funds 
contributed pursuant to qualified ICs shall be held in separate accounts to facilitate the 
administration of such funds. 
 
25. Eligible projects that come within the preferences stated in any qualified IC will be 
financed first from the amounts contributed under such qualified IC. Any shortfall will be 
financed out of the commingled funds held in the joint pool of funds. All other eligible investment 
projects will also be financed out of the commingled funds. Should qualified ICs be available 
from more than one contributor for a project at the time of allocation, the project will be financed 
from the amounts contributed under such qualified IC in proportion to their respective 
contributions. 
 
26. ADB will make withdrawals from the account as necessary to meet the expenditures of 
projects and activities supported by the available funds. If other currencies are required for 
payment to meet eligible expenditures, ADB may purchase the required currencies with the 
available funds. Any fees and charges relating to such purchase will be paid out of the account. 
The adverse impacts of potential foreign currency fluctuations during project implementation will 
be addressed among the parties with appropriate remedial measures and amendments 
negotiated, if necessary. 
                                                 
10 Discussions are ongoing to allocate a portion of ATRF to AITF. The transfer from ARTF to AITF will require specific 

financial procedures and administrative arrangements to be agreed between ARTF and ADB on behalf of AITF. 
This will be set out in a separate agreement.  

11 Administrative expenses include service charges, cost of external audits, and finance charges that may be incurred 
in purchasing required currencies and in remitting funds. 
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VII. ADMINISTRATION ARRANGEMENTS 

27. ADB shall exercise the same care in the discharge of its functions as it exercises with 
respect to its own affairs, and shall have no further liability in respect of such funds. The 
privileges and immunities accorded to ADB under the Agreement Establishing the Asian 
Development Bank shall apply to all property, assets, income and operations of AITF.12   
 
28. In accordance with its standard procedures, ADB will maintain records and accounts that 
identify contributions made, and commitments to be financed out of the contributions, including 
eligible activities and administrative expenses. ADB will provide contributors with financial 
statements on these records and accounts, audited by external auditors for the terminal 
financial statements or at other intervals as requested by the contributors, with the cost of these 
audits to be charged to the account.13 
 
29. ADB will report to the contributors every 6 months on the financing approved from AITF. 
It will also provide the contributors with regular progress reports on the operational performance 
of AITF, including information regarding the amounts and recipients of grants under AITF, as 
well as physical progress made and development outcomes, as already available. The reports 
will also be made available to the government and the Board. ADB will further share project 
performance reports on request to contributors and the government. 
 
30. ADB will promptly inform the contributors of any condition that interferes with, or 
threatens to interfere with, ADB’s administration of AITF.  
 
31. ADB will charge service fees on disbursed amounts of grants and TAs to contribute to 
the cost of operation, management, supervision and administration of AITF.14 The service fees 
will be recovered by ADB at the time of disbursement, in addition to the disbursed amount, from 
funds available in the AITF. 
 
32. The legal documents pertaining to financing from AITF for a project must be signed 
within 30 days and must become effective within 90 days from the date of ADB approval of the 
project. The approval for financing from AITF may lapse if either of these conditions is not met. 
 
33. The Office of Cofinancing Operations (OCO) will liaise with contributors during resource 
mobilization and on subsequent financial matters related to the contributions to AITF. OCO and 
the Central and West Asia Department (CWRD) will be jointly responsible for monitoring the 
drawdown from the fund and producing the periodic progress reports to be submitted to 
contributors. CWRD will be responsible for coordinating among the various ADB departments 
with respect to activities to be supported by AITF, and for matching qualified ICs with eligible 
projects. The director general, CWRD, will be responsible for the overall interpretation and 
implementation of the operating principles of AITF set forth in this paper. 
 
34. Unless otherwise agreed by the contributors and ADB, AITF will terminate on the date as 

                                                 
12 ADB. 1966. Agreement Establishing the Asian Development Bank. Manila. 
13 In the event that the audit fees exceed the amount available under the fund, contributors will pay for the additional 

audit costs in proportion to their respective contributions.  
14 ADB. 2009. Review of the Asian Development Bank’s Service Charges for Administration of Grant Cofinanced from 

External Sources. Manila. As provided in the policy, the President, acting through the concerned Vice-President 
has authority to customize or waive service fees, subsequent to Board approval of the AITF, taking into 
consideration specific situations. 
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the contributions have been substantially disbursed by ADB. At such time, except for actions 
necessary for winding up the activities of AITF in an orderly and expeditious manner or as 
agreed otherwise by the contributors, ADB’s functions in relation to the contributions will be 
considered terminated. Upon termination of AITF and subsequent liquidation of the account, any 
available funds will be returned to the individual contributors in proportion to their respective 
contributions, unless otherwise agreed with the contributors. Following the termination of AITF, 
ADB shall, as soon as practicable, furnish to the contributors a final report on the projects and 
activities supported by it.  
 

VIII. RECOMMENDATION 

35. The President recommends that the Board approve: 
 

(i) the establishment of the Afghanistan Infrastructure Trust Fund in accordance 
with the provisions set forth in this paper; 

(ii) the acceptance and administration by the Asian Development Bank of 
contributions by bilateral, multilateral, and individual sources in accordance with 
the terms and conditions set forth in this paper; and  

(iii) the delegation of authority to approve and administer AITF financing as 
described in paragraph 17, with each such action to be reported to the Board for 
information.  

 
 
 
 

Haruhiko Kuroda 
President 

 
 
 
28 October 2010 
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INSTRUMENT OF CONTRIBUTION 

 
 
[date]  
 
 
Asian Development Bank  
6, ADB Avenue  
1550, Mandaluyong City  
Metro Manila, Philippines  
 
 
[Name and identity of contributor] (hereinafter referred to as the “Contributor”) hereby 
undertakes to contribute to the Afghanistan Infrastructure Trust Fund (“AITF”) in an amount of 
[US$___] in accordance with the provisions of the Board Paper entitled “Afghanistan 
Infrastructure Trust Fund” of the Asian Development Bank (the “Paper”) and subject to the terms 
and conditions set forth in the Paper.  
 
The contribution will be paid to the Asian Development Bank in the form of immediately 
available funds on or prior to [specify date].  
 
The contribution shall be paid into [ADB to specify account details].  
 
[The funds contributed hereunder shall be available only for projects [list sector limitations, if 
any].  
 
 
 
Dated this ____ day of ___________, _____.  
 
 
 
 
For and on behalf of   
  
__________________________________ 
Authorized Representative  
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