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Chair’s Summary for the 15 April 2019 Meeting 

 
2018 Annual Portfolio Performance Report  

 

1. The Development Effectiveness Committee (DEC) discussed the Procurement, Portfolio and Financial 

Management Department’s (PPFD) 2018 Annual Portfolio Performance Report (APPR), which provides 

a strategic overview of the size, composition, and quality of ADB’s active portfolio. DEC Chair pointed 

that the APPR will discussed in both DEC and Board for the first time.  

 

2. APPR Findings and Recommendations. PPFD reported that ADB’s 2018 sovereign portfolio had $19.2 

billion of new commitments, $2 billion in cancellations, and $8.2 billion in closures, resulting in a net 

increase of $9 billion and total committed sovereign portfolio of $86.7 billion. India, China, 

Bangladesh, Pakistan, and Viet Nam, as well as the transport and energy sectors, account for more 

than half of the portfolio. APPR reported the widening gap between annual commitments against 

contract awards (at $6.1 billion) and against disbursements (at $7.1 billion). It also found that out of 

586 completed projects, nine (or 1.7%) project completion reports (PCRs) were not circulated within 

two years after the project’s closure 

 

3. ADB’s 2018 sovereign operations showed improvements in: (a) procurement readiness; (b) 

procurement processing time (from time of receipt of bid evaluation report to contract award); (c) 

end-to-end procurement time (from draft bidding document to contract signing by winning bidder); 

(d) contract awards; (e) disbursements; (f) project performance rating; and (g) implementation period.  

Weaker performance was reported in contract award ratio, uncontracted balance, disbursement ratio 

and undisbursed balance (due to increase in commitments). 

 

4. For sovereign operations, APPR recommended that ADB: (a) reduce the gap between annual 

commitments and contract awards, and disbursements by strengthening project implementation; (b) 

set a realistic implementation period; (c) adopt a revised approach in setting annual disbursement 

targets that reflect country capacity and situation; and (d) further strengthen guidelines on preparing 

and monitoring PCRs. 

 

5. ADB’s 2018 non-sovereign operations (NSO) had $3.1 billion of commitments, $0.4 billion in 

cancellations, and $1.1 billion in closures, resulting in a net increase of $1.6 billion and total 

committed non-sovereign portfolio of $12.4 billion. 75% of the portfolio are non-sovereign committed 

loans and other debt securities, and 87% of non-sovereign commitments were made in the finance 

and energy sectors. Processing efficiency of NSO transactions improved (from average of 15.8 months 

to 12.6 months) and NSO projects expanded to frontier economies and sectors, e.g. poverty/gender 

equality, climate change/livable cities, rural development, and food security.  

 

6. For NSO, the report recommended that ADB continue to: (a) streamline NSO processes in conjunction 

with the new NSO IT systems; (b) strengthen equity operations by augmenting support with skilled 

and experienced staff; and (c) invest in pre-initial public offering projects to bolster the capital markets 

of developing member countries.  

 

7. DEC Discussion and Comments. DEC thanked PPFD for the well-written, high quality report, with 

information made accessible and understandable. DEC welcomed the new format and style of the 
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APPR, the strength of the contents, including the analysis of project delay with implementation 

periods of eight year or more, the review of PCR circulation timing, and review of the project 

performance ratings. 

 

8. ADB performance. On performance of ADB’s sovereign operations, DEC congratulated ADB for the 

record contract award and disbursement amount, and shortened end-to-end procurement and 

approval time of evaluation report and urged management to continue to further implement the new 

procurement framework to further improve procurement. 

 

9. DEC also welcomed the strong commitment and disbursement figures and improved process 

efficiency in NSO. Noting that NSO commitments were increasing in Group C countries (and 

decreasing in Group A and B countries) and concentrating in particular sectors, DEC urged 

Management to expand NSO in Group A and B countries and in more diversified sectors. Management 

committed to show quantitatively its commitments to expand its operations to other member 

countries and other sectors, citing its recent investments that are smaller in size, private equity fund 

(PEF) investment in Myanmar with EGM rating, education project in the Philippines, among others.  

 

10. Clarification on NSO was sought whether equity operations pertained to direct equity, PEFs, or both, 

and in reviewing the share of either, whether ADB had any qualified targets on NSO in the future. 

Management explained that in 2018, NSO was 20% of ADB total operations, which needed to increase 

to 33% in line with the Strategy 2030 target share. Management added that the new equity 

investment unit in Private Sector Operations Department (PSOD) would be responsible for equity 

operations, which covers both direct equity and PEFs.  

 

11. Noting that both sovereign and non-sovereign portfolios are increasing, DEC suggested that the report 

could better show how indicators are moving, which direction, and the general performance of the 

bank. It was also suggested that the APPR could focus on factors that are within ADB’s control so that 

ADB’s performance could be determined, and that PPFD could find a way to disentangle the noise so 

ADB’s contribution could be seen clearly in the data, even if there would be variances between 

sovereign and non-sovereign operations. PSOD agreed with these suggestions and clarified that it was 

implementing the NSO change program, which gives PSOD the ability to put projects on hold (in cases 

where project implementation is affected by factors outside ADB’s control). 

 

12. DEC noted the minimal discussion of public-private partnership (PPP) operations in APPR and 

requested Management for the status of ADB’s PPP portfolio. PPFD agreed to report on the PPP 

portfolio in future APPRs and clarified that the 2018 PPP operations account for $46 million of capacity 

building activities and transactions advisory services embedded in the $1.5 billion of total TA 

operations. 

 

13. Addressing the Widening Gap between Commitments, Contracts and Disbursement. Recognizing 

the widening gap between commitments, contracts, and disbursement and the little impact that 

changes in procurement and design readiness have on narrowing the said gap, DEC raised ADB’s 

readiness to timely implement a substantially larger volume of commitments and asked how revising 

annual disbursement targets could help improve disbursement ratios and reduce undisbursed 

balances.  

 

14. While Management conceded that resetting the disbursement target would not necessarily narrow 

(but merely manage) the gap, it clarified that it has revised the way the annual disbursement target 

is set, i.e. from the 22% target set under strategy 2020 to taking the average of past three-year actual 
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disbursement ratio and setting the same as target, i.e. 21%. Even with this change, Management 

would still need to monitor member countries’ absorptive capacity and how actual disbursement is 

made during the project implementation period.  

 

15. Management suggested that the gap could be narrowed by improving project and design readiness, 

incorporating procurement readiness in designing new projects, and promoting project startup 

measures such as advance contracting and retroactive financing. It is also considering undertaking 

more review missions, tighter monitoring of project administration and assisting member countries 

to streamline their procurement (e.g. processing withdrawal applications, complex government 

procedures, etc.) during CPS and COBP preparation. 

 

16. To further help in addressing the gap, Management pointed to the two newly approved modalities, 

the Project readiness financing (PRF) and small expenditure financing facility (SEFF) with streamlined 

procedures, which replaced the TA loan and project design facility. DEC noted the first PRF was 

approved in the Solomon Islands urban water supply sector at the end of 2018, and whose effects 

would only be seen in 2019 onwards. Management added that the wider uptake of these new 

modalities by regional departments (RDs) could reduce the gap.  

 

17. Relative to the large undisbursed TA that is being committed and disbursed slowly, DEC invited 

Management to explain what it could do to improve TA disbursement. Management recognized that 

TA implementation needs the same amount of oversight as projects to ensure timely closure and 

explained to DEC of its ongoing TA review (completion of which is expected in a couple of months) 

that will provide TA data and delve into TA disbursement issues.  

 

18. Addressing the Increasing Undisbursed Balance. Having noted the speed of increase in commitments, 

the slow increase of ADB Staff, and the need to get things right at the start, DEC asked whether ADB 

could implement effectively and in a timely manner its increasing commitments and what ADB could 

do differently from what it is already doing that address the increasing undisbursed balance. 

Management was also requested to disaggregate the data in order to identify the source of the 

increasing undisbursed balance (up by 11.4% in 2018), e.g. instrument/product, region, country, etc., 

and explain its efforts to further strengthen project implementation to address the trend. 

 

19. Management pointed that the larger portfolios from the top member countries are the largest 

contributors to the widening gap (India, Bangladesh, People’s Republic of China, Uzbekistan, Viet 

Nam) and cited unused contingency funds, savings from competitive bidding, currency fluctuation 

during project design, unconsolidated unused funds, etc. as usual reasons for the large undisbursed 

amounts, adding that cancellation of these undisbursed balances require a request from the 

borrowing country. Further, many developing member countries (DMCs) tend not to cancel such 

undisbursed amounts as DMCs still want to use the funds for other projects in the sector or region, 

add subprojects, etc.  

 

20. Project performance rating system and sustainability of operations. Noting the ongoing review of 

the performance rating system of current projects, DEC asked whether system could track the 

implementation of lessons learned to improve sustainability of ADB operations (particularly in many 

areas of ADB’s infrastructure projects as identified in evaluation reports).  

 

21. Pointing that sustainability is currently assessed through lessons learned and recommendations from 

PCRs, Management agreed with DEC’s suggestion and would consider how it could link sustainability 

to the performance rating system. It nevertheless suggested that actions to improve sustainability 
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could be tracked by the performance rating system by including sustainability as a financial 

management indicator (by looking at monitoring and evaluation budget set aside upfront by 

governments for example). It added that technical indicators, which currently look at cost overruns, 

cost underruns, and changes in scope, etc., could be linked to outputs (as reflected in the design 

monitoring frameworks) and to sustainability. 

 

22. Financial Management Strengthening Action Plan. DEC noted the financial management 

strengthening action plan which includes increasing dedicated staff to financial management, 

enhancing ADB business processes to mainstream financial management throughout the project 

cycle, strengthening ADB financial management capacity and knowledge sharing, centralizing financial 

management oversight and monitoring of PPFD (annual financial management reporting to the 

President), and strengthening DMCs’ financial management capacity.   

 

23. Management was invited to explain if the plan had been circulated to the Board and if an annual 

report to the Board would also be provided. Management explained that no special report to the 

Board was made since the action plan merely implemented an existing policy. It added that the action 

plan, which sought to further improve performance and financial management based on the bank-

wide performance review and comparative study using other MDBs as benchmark, was presented to 

and approved by the President in December 2018.  

 

24. DEC welcomed the increase in capacity building activities in 2018 as part of the action plan, noting the 

positive impact of capacity building on improving ADF disbursement ratios. Management was invited 

to explain how capacity building would be funded, what areas it would cover, and if the increased 

level of capacity building would be sustained in the future. 

 

25. Management explained that if slow disbursement was due to capacity issues, ADB could supplement 

capacity by using project implementation consultants financed by the loan or supported by TA 

resources. Capacity building, which can be funded by a TA (wherever available) from a trust fund or 

TA Special Fund (TASF), would be provided to implementing agencies (IA) requesting support for 

procurement or capacity building to help them better understand ADB procedures. While most of TAs 

(transactional TAs and knowledge support TAs) are targeted towards capacity building, Management 

clarified that TAs may be attached to complex modalities (such as MFFs and project loan) if necessary, 

to provide capacity building from the very beginning.  

 

26. Realistic Implementation Period. Agreeing with the APPR’s recommendation to set realistic 

implementation periods for projects at design stage, DEC asked Management to elaborate on its views 

on what makes an implementation period realistic. Management has not issued instructions fixing the 

implementation period, however it clarified that the average implementation period in practice has 

been five years. From Management’s perspective, implementation period would be realistic if it was 

determined based on the historical performance of the country and sector, IA’s capacity, and project 

type (whether project is done for the first time, straightforward or introduces innovative measures or 

components). From South Asia Regional Department’s experience, projects were implemented no 

longer than five years (as most construction could be reasonably completed within five years), with 

disbursement rates based on the same period. It was suggested that disbursement rates could be set 

at five years at country level, while implementation period and disbursement rate at project level 

could be set more flexibly.  

 

27. New Procurement Policy and Application of New Core Principles. DEC inquired how Management 

was tracking the application of value-for-money and quality core principles across the portfolio, 
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pointing that as the new procurement policy was applied to more transactions, better comparisons 

could be made between transactions procured under the old and the new policies and allow 

Management to understand in real-time whether flexibilities and benefits of the new policy are being 

capitalized.  

 

28. While these principles are difficult to measure (particularly on an impact basis), DEC suggested that 

indicators such as whole-of-life cycle costs, performance-based specifications, non-price criteria, and 

the weighting assigned to them could be considered, quantified and tracked on an ongoing basis to 

generate sufficient information to determine whether flexibilities in the new policy are used.  

 

29. Management explained that value-for-money and quality are two of the six principles in the new 

procurement framework (along with efficiency, effectiveness, fairness, and transparency) applied to 

all new projects approved on or after July 1, for the entire procurement process, starting from CPS 

and project design. 

 

30. Similar to the World Bank’s experience, Management found it difficult to design a single measurable 

indicator for value-for-money and/or quality that can be monitored since they are both a principle 

and an outcome or impact. Nevertheless, Management designed as proxy, a set of indicators to cover 

input, output, outcome, and impact, that will track value-for-money and quality in projects approved 

from July 1 onwards. Management further explained that assessment of data on projects procured 

under the new framework might be premature, as these projects are less than a year old and have 

not fully completed its first full cycle of contract signing.  It assured DEC that for the next five years, 

data from projects under the new policy would co-exist and be compared with those collected from 

projects approved before July 1 (those still under the old procurement framework). 

 

31. End-to-End procurement. Suggestion was made to modify the measurement of end-to-end 

procurement in order to incentivize IAs or RDs taking steps to advance preparations, including 

advanced contracting and retroactive financing. Management clarified that advanced contracting and 

retroactive financing are not included in measuring end-to-end procurement by default, since 

advanced contracting was not legally possible in some member countries (e.g. Mongolia and Viet 

Nam) and that some governments delay signing contracts with winning bidders as they want to pay 

the contractors using loan proceeds. Further, advance action requires member countries to take on 

some risks upfront. Data also shows that a low ratio of countries actually apply for retroactive 

financing.  

 

32. Processing time for sovereign and non-sovereign projects. When invited to explain the shorter 

processing time for sovereign projects compared to non-sovereign ones, Management clarified that 

longer NSO processing times were caused by delays in obtaining government approvals for 

transactions in regulated industries (e.g. project finance transactions and transactions in the energy 

sector).  Management was asked to go deeper and find out the cause for the disparity. 

 

33. Project Completion Reports (PCRs). Noting the low rate of non-compliance on timely circulation of 

PCRs, DEC questioned whether the current deadline for PCR circulation within two years from project 

closure might be too long, and whether identifying the starting point for tracking and monitoring 

compliance might be difficult. It requested Management to properly track projects to ensure timely 

PCR circulation and avoid delays in financial closure that could further delay PCR circulation. 

Management committed to monitor the timely financial closure after the loan closing date of projects 

and establish an automatic alert to staff when a PCR should be prepared for their project. 
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34. DEC Attendance, Discussants. DEC members present include Executive Director Shahid Mahmood 

(Chair), and Alternate Executive Directors Masashi Tanabe and Scott Dawson. Discussants include 

PPFD Director General Risa Zhijia Teng, PPFD Director Rehan Kausar, SARD Director General Hun Kim, 

and PSOD Advisor Kenji Yuhaku.  


