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I. THE PROPOSAL 

1. I submit for your approval the following report and recommendation that the Asian 
Development Bank (ADB) (i) establish the Climate Change Fund (CCF), a Special Fund to 
support technical assistance (TA) activities, grant components of investment projects, and any 
other activities that may be agreed upon between financing partners and ADB; (ii) accept and 
administer contributions from bilateral, multilateral, and individual sources to the CCF 
substantially upon the terms and conditions set forth in this paper; and (iii) adopt the CCF grant 
regulations as set forth in appendix 1 hereto.  
 
 

II. BACKGROUND AND RATIONALE 

2. Global climate change poses serious economic and environmental threats to humankind 
at the global, regional, and local levels. There is now broad scientific consensus that human-
caused greenhouse gas (GHG) emissions have led to higher global temperatures and, unless 
abated, will have a devastating impact on the world’s climate system. An increase in mean 
temperatures of more than 2oC over preindustrial levels is predicted to dangerously interfere 
with the climate system and have severe impacts on people’s lives, economic infrastructure, 
and natural environments around the world. The poor are expected to be disproportionately 
affected.  
 
3. The majority of the historical GHG buildup in the atmosphere is a result of emissions 
from developed countries. Nevertheless, Asian developing countries are now the fastest 
growing source of new emissions, and they will soon be the largest absolute source. In addition 
to actions by developed countries, the developing countries of the Asia and Pacific region are 
working to understand specific climate change threats and how best to cope with them. They 
are gradually developing strategies and programs for both their climate change mitigation efforts 
(reducing GHG emissions, and thus contributing to the global solution) and adaptation 
measures (improving their resilience to the consequences of local climate change).  
 
4. While national responses are essential, the need for collective global action is clear. 
Pollution disincentives such as carbon pricing are needed to promote low-carbon technologies 
and the use of energy generated by them. A global transition toward low-carbon economic 
growth has begun. Commitments to reducing GHG emissions have been made by many 
industrialized countries under the UN Framework Convention on Climate Change. Most notable 
of these are reduction targets under the Kyoto Protocol’s current commitment period ending in 
2012. The European Union has pledged to make even deeper emission reductions by 2020.1 
Developing countries are now being asked to take on a larger role in this global mitigation effort. 
 
5. ADB has been engaged with its developing member countries (DMCs) on the issue of 
climate change for well over a decade, and these efforts have intensified in recent years. This 
provides a strong foundation for the formulation of a more systematic ADB-wide climate change 

                                                 
1 The European Commission has pledged to cut its greenhouse gas emissions by 20% by 2020 compared with the 

1990 levels and by 30% if the rest of the world does the same. 
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program (CCP).2 The CCP aims to assist DMCs in their efforts to scale up climate change 
mitigation and adaptation activities.  
 
6. CCP’s mitigation efforts focus on reducing present and future GHG emissions from 
DMCs by addressing policy, capacity, financial, technological, and knowledge barriers to the 
necessary transition to low-carbon economies in the region. Current efforts focus primarily on 
promoting wider use of renewable energy sources and increasing the efficiency of energy use in 
the power and transport sectors. Newer areas of work – such as carbon sequestration in forests 
and other forms of land use – are under development. 
  
7. Like all development institutions, ADB began its efforts to help in adapting to the impacts 
of climate change more recently than it did its mitigation-related activities. Notwithstanding that 
attention has been given to this subject only quite recently, ADB already has implemented or 
initiated a number of adaptation-related activities, and it has established a Climate Change 
Adaptation Program to serve as the basis for a more coherent approach to its work in this area. 
  
8. As part of its CCP, and to demonstrate ADB’s commitment to climate change, ADB is 
proposing to set up a dedicated CCF with an initial contribution of $40 million from ADB’s 
Ordinary Capital Resources (OCR) net income. 
 
 

III. OBJECTIVES AND SCOPE  

9. The objective of the CCF is to facilitate greater investments in DMCs to address the 
causes and consequences of climate change alongside ADB’s own assistance in various 
related sectors. The CCF will be a key mechanism to pool resources within ADB to address 
climate change through (i) technical assistance (TA), (ii) investment components for both private 
and public sector projects, and (iii) any other form of cooperation that partners and ADB may 
agree upon for a defined program of activities.  
 
10. Eligible areas for use of CCF resources include climate change mitigation and 
adaptation activities under ADB’s CCP. The CCF and the Clean Energy Financing Partnership 
Facility (CEFPF) under this program complement each other as the CCF expands the resources 
available to address climate change from only mitigation activities (such as clean energy, 
carbon financing, etc.) to a more holistic program that includes activities in adaptation as well as 
forestry and land use. This will allow ADB to address the cross-cutting social vulnerability issues 
related to climate change such as changes in livelihood, health impacts, and increased 
emergencies and disasters caused by extreme climate.  
 
11. The CCF also complements the proposed Climate Investment Funds (CIF) that has 
been put forth by the Governments of Japan, United Kingdom, and United States. The CIF 
proposes to provide concessional loans to finance climate change investments in a group of 
high impact countries, whereas the CCF provides resources for grants and technical assistance 
to all ADB DMCs. 
 
  
                                                 
2 Mitigation activities include energy efficiency initiatives, carbon market initiatives, sustainable transport initiatives, 

knowledge hubs, and the Energy for All initiative, with forests and land use change receiving increasing attention. 
Adaptation activities include climate change impact analysis; national adaptation planning; so-called “climate 
proofing” of sectors, geographic areas, and projects; and the integration of adaptation and disaster planning and 
actions.    
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A. Technical Assistance 
 

12.  CCF resources will be used for technical assistance to support knowledge products as 
well as business and/or financial advisory and engineering services to (i) undertake economic 
and sector work linking climate change to sustained growth and other related areas; (ii) prepare 
projects, transactions, and programs for investment; (iii) share costs in implementing climate 
change investment programs in combination with other government, donor, and commercial 
funding; (iv) support cooperation relating to science and technology for facilitating transfer of 
technology, knowledge, and experience; and (v) build the capacity of market actors in the 
context of implementing climate change investments and programs. Thus, use of TA funds will 
help to (i) develop climate change projects for financing, and (ii) commercialize and replicate 
new climate change finance instruments, such as carbon financing, use of guarantees, etc.  
 
 
13. Support for other nonlending measures (i.e., policies, regulations, standards, and 
institutional capacity building) may be undertaken selectively. For example, DMCs will need 
assistance with policies to promote clean energy and the development of national and 
subnational climate change adaptation plans. Adaptation planning and response measures will 
also need to be integrated and coordinated with natural disaster preparation and response 
measures. A range of information exchange and coordination needs also warrant attention at 
the regional and global levels to help DMCs cope with added risks from climate change and to 
stay abreast of opportunities for cooperation with regard to financing and technology.  
 
B. Grant Components of Investment Projects 
 

1. Mitigation 

14. ADB already has a significant pipeline of clean energy investments underway. In the 
power sector, ADB is financing renewable energy projects, power station retrofits to improve 
generation efficiency, and upgrading of transmission and distribution systems to reduce system 
losses. In urban and municipal infrastructure development projects, ADB is assisting DMCs to 
adopt energy efficient technologies for new and retrofitted street lighting. ADB is planning to 
make transport sector investments in urban mass transit that will result in reduced fossil fuel 
consumption, as well as to fund agricultural waste and biomass energy projects. ADB is also 
implementing the Energy for All initiative that will increase access to clean and modern forms of 
energy for the rural and urban poor. With CCF support, ADB will have the ability to reduce the 
costs of new technologies, thus facilitating their deployment and lowering barriers. Such 
deployments will have a strong demonstration effect with respect to the cost-effectiveness of 
such investments, the potential energy savings, and the financial benefits of clean energy. The 
CCF will also allow ADB to expand the Energy for All initiative and thereby increase access by 
the rural and urban poor to modern forms of energy.  
 
15. ADB is also exploring how to use existing energy-related investment relationships—in its 
existing equity funds and local financing institutions—as a platform for implementing expanded 
private sector clean energy investment programs. For example, ADB is exploring ways in which 
local financial institutions could work as market aggregators in order to support commercial 
investments in projects too small to be treated individually. CCF resources could be used to 
defray the higher project preparatory and transaction costs associated with smaller projects, 
which have served as a barrier for financing such projects in the past.  
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2. Adaptation 

16. DMCs will need to reduce their vulnerabilities and improve their adaptive capacities to 
cope with risks from climate change. There will be growing demand for grant-financed 
components of investment projects to increase resilience to the adverse impacts of climate 
change at the community, sector, municipal, and/or national levels.  
 
 
17. Adaptation considerations will need to be systematically included in ADB’s country 
partnership strategy preparation process in order to guide such investments, and this will be 
especially important for the three zones at greatest risk: dryland agricultural areas, coastal 
mega-deltas and mega-cities, and small islands. Based upon what might be termed a “portfolio 
at risk” analysis of ADB’s existing projects assessing the extent to which the addition of climate 
change adaptation considerations alter project costs and benefits, further investments may be 
required. This will need to be made routine for the design of future projects.  
 
18. DMCs are already beginning to climate proof their project investments, and, as 
adaptation planning expands, climate change considerations will need to be incorporated into 
investment planning at the subnational and national levels. This means there will be associated 
portfolios of investment needs for climate proofing. In some cases—such as where there is a 
high risk of there being climate change refugees in South Asia or the Pacific—there will be 
direct demands for interstate cooperation and investment in response to threats of climate 
change.  
 

3. Forests and Land Use 

19. Forests and other forms of land use are central to the region’s climate change response 
and represent an area of interface between mitigation and adaptation. Changes in forest and 
agricultural land use contribute significantly to GHG emissions, because vegetation and soils 
serve as an important “sink” for carbon sequestered from the atmosphere. Taken together, they 
are estimated to contribute roughly one third of global GHG emissions, and this figure is even 
higher in the Asia and Pacific region. The region’s high emissions from this source are partly a 
consequence of land use changes associated with rapid urbanization, but they also reflect 
continuing deforestation from various causes—and especially the ongoing loss of the last 
remaining rainforests of Asia. One of the most significant recent advances links climate change 
and forest conservation through the reduced emissions from deforestation and degradation 
concept. This is intended to enable resources from global carbon markets to flow to forest 
protection, and there is a pressing need for investment in demonstration projects that will lead 
the way in this new area to GHG emission reductions, biological diversity conservation, and 
support for local livelihoods. 
 
20. Options for the productive and sustainable management of land for forests and 
agricultural uses will be greatly affected by changes in weather patterns and other impacts of 
global climate change. Future investments relating to these natural resources will need to be 
adjusted to cope with greater rainfall variability, melting glaciers, more frequent and severe 
extreme storm events, and consequent floods, droughts, and other climate change impacts.  
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IV. IMPLEMENTATION ARRANGEMENTS 

21. ADB’s Regional and Sustainable Development Department (RSDD) will manage the 
CCF in consultation with operations directors responsible for climate change projects. RSDD will 
be the focal point for the CCF regarding technical matters. ADB’s Office of Cofinancing 
Operations (OCO) will facilitate external contributions to the CCF and will act as the official 
channel of communications between external contributors and ADB for the financial aspects. 
OCO will also lead negotiations and discussions with such contributors on procedural 
agreements for contributions.  
 
22. Selection of project proposals for the CCF will be undertaken by ADB based on criteria 
agreed by external contributors and ADB. Project proposals can be initiated by DMC agencies, 
development partners, or ADB, and these will be screened and prioritized by the relevant ADB 
department. Prioritized proposals will be submitted for selection to an interdepartmental 
committee to be established and chaired by the director general of RSDD and supported by a 
designated fund manager in RSDD in consultation with concerned operations directors. 
Proposals for support should be consistent with CCP objectives and aligned with climate 
change strategies and programs in country partnership strategies.  
 
23. Assistance from the CCF will be provided in the form of untied grants for components of 
investment projects; for advisory, project preparatory, and regional TA; as well as for any other 
activities that may be agreed between external contributors and ADB. Such assistance may be 
combined with other ADB resources and forms of bilateral or multilateral assistance, such as 
other trust funds, to provide the most effective support for climate change activities.  
 
24. All ADB DMCs will be eligible for support from the CCF for activities prioritized under the 
CCP. Activities may be implemented in DMCs or other countries in accordance with applicable 
ADB requirements and procedures. Assistance may be made available to central and local 
governments, government agencies, the private sector, and other entities eligible to receive 
assistance from ADB. Resources from the CCF will be used to finance operational expenses 
related to eligible projects in the forms of foreign exchange and/or local expenditures for goods, 
works, and services from ADB member countries following ADB’s applicable guidelines and 
procedures.  
 
25. Activities to be supported by the CCF will be identified, designed, processed, approved, 
and implemented in accordance with applicable ADB policies, procedures, and guidelines. This 
includes those governing the use of consulting services, procurement, social and environmental 
safeguards, financial management and reporting, and anticorruption and governance. Grants for 
components of investment projects will be provided in accordance with the Climate Change 
Fund Grant Regulations (Appendix 1). Arrangements for project accounting, auditing, as well as 
close monitoring and reporting will be in place for each of the projects supported by the CCF. 
  
26. Consulting services and procurement to be financed by the CCF will follow ADB’s 
Guidelines on the Use of Consultants (2007, as amended from time to time) and Procurement 
Guidelines (2007, as amended from time to time), respectively. Selection and engagement of 
consultants and procurement of goods and services under ADB-administered TA will be the sole 
responsibility of ADB. For components of investment projects, the selection and engagement of 
consultants and procurement of goods, works, and services will be carried out by the DMC 
recipients in accordance with applicable ADB guidelines and procedures.  
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27. Recipients of financing from the CCF must ensure that such financing will be used for its 
intended purpose on the same terms, conditions, and principles as set forth in this paper. 
 
 

V. CONTRIBUTIONS  

A. ADB Contribution to the Climate Change Fund 

28. To demonstrate the importance that ADB accords to climate change, ADB will propose 
to its Board of Governors to make an allocation to the CCF in the context of the 2007 ordinary 
capital resources net income allocation process.3 
 
B. Other Contributions  

29 In addition, ADB will accept, on an untied grant basis, contributions to the CCF from 
bilateral, multilateral, and individual sources, including companies and foundations. To ensure 
cost-effective processing and reporting, the minimum contribution to the CCF will be $5 million 
for bilateral partners and $1 million for foundations and private partners. 
 
30. Contributions to the CCF will be effected through instruments of contribution to be 
executed by CCF external contributors in the form shown in Appendix 2, whereby the partner 
will agree to contribute amounts to the CCF substantially in accordance with the terms and 
conditions in this paper.  
 
31. Commitments by an external contributor to the CCF will not be subject to any conditions 
other than as provided in this paper. By depositing an instrument of contribution upon the terms 
and conditions set forth in this paper, the partner will be deemed to have accepted the 
objectives of the CCF as outlined in this paper, as well as the terms and conditions set forth in 
this paper. 
 
32. Contributions to the CCF will be made in the form of cash in a freely convertible 
currency. Contributions may also be made through the redirection of available funds under 
existing trust funds in ADB, subject to the agreement of the respective contributors. 
Contributions will be deposited into a US dollar interest-bearing account (the Account) to be 
specified by ADB. For contributions received in currencies other than US dollars, ADB will, upon 
receipt of the funds, convert them into US dollars and transfer them to the Account.  
 
33. Contributions will be held, administered, 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.4  
 
34. 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 

                                                 
3  ADB. 2008. Review of the Asian Development Bank’s Loan Charges and Allocation of 2007 Net 

Income. Manila. 
4 Administrative expenses include service charges, costs of external audits, and finance charges that may be 

incurred in purchasing required currencies and in remitting funds. 
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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. 
 
 

VI. ADMINISTRATION ARRANGEMENTS 

35. With respect to funds provided by contributors, ADB will exercise the same care in the 
discharge of its functions as it exercises with respect to its own affairs, and it will have no further 
liability in respect of the contributions. The privileges and immunities accorded to ADB under the 
Agreement Establishing the Asian Development Bank will apply to all property, assets, income, 
and operations of the CCF.  
 
36. Contributions will be held and administered by ADB separately from ADB's other 
resources. As a multipartner fund, the CCF will commingle all available funds in the Account. 
ADB will maintain records and accounts, in accordance with its standard procedures, that 
identify the contributions made and the commitments to be financed out of the available funds, 
including eligible activities and administrative expenses. ADB will provide external contributors 
and the Board of Directors with financial statements on these records and accounts. These 
statements shall be audited annually by external auditors, with the cost of these audits to be 
charged to the Account. 
 
37. In accordance with its standard procedures, ADB will charge a service fee to cover 
ADB’s incremental costs for the administration, management, supervision, and operation of the 
CCF. The service charge is currently 5% of the amount disbursed for TA and 2% of the amount 
disbursed for grant components of investment projects. The service charges will be paid from 
available funds at the same time as disbursements. 
 
38. ADB will submit annual progress reports to external contributors and to the Board of 
Directors on the CCF’s performance. The reports will be prepared in accordance with ADB’s 
normal reporting standards and annual work programs. As appropriate, ADB will also provide 
external contributors and the Board of Directors reports and information concerning the 
progress of activities under the CCF. External contributors and ADB will meet once a year after 
the CCF’s establishment to review progress, administration matters, work program, and 
strategic directions. 
 
39. RSDD will be responsible for coordinating with various ADB departments with respect to 
projects and activities to be supported by the CCF. RSDD will be the focal point for preparing 
the annual progress reports on their implementation. OCO will liaise with financing partners on 
all financial matters related to contributions to the CCF. 
 
40. ADB will promptly inform the external contributors and the Board of Directors of any 
condition that interferes, or threatens to interfere, with ADB’s administration of the CCF. 
 
41. ADB may adopt, from time to time, additional rules for administering the CCF that are 
substantially based upon the terms and conditions of this paper.  
 
42. Unless otherwise agreed by external contributors to the CCF and ADB, the CCF will 
terminate on such date as the contributions have been substantially disbursed by ADB. At such 
time, except for actions necessary for winding up the activities of the fund in an orderly and 
expeditious manner, ADB’s functions in relation to the contributions will be considered 
terminated.  
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43. Upon termination of the CCF and subsequent liquidation of the Account, unless 
otherwise agreed with the external contributors, any available funds will be returned to ADB and 
the individual external contributors in proportion to their respective available contributions. 
Following termination of the CCF, ADB will, as soon as practicable, provide to the external 
contributors and the Board a final report on the projects and activities supported by it.  
 
 

VII. RECOMMENDATION 

44. It is recommended that the Board of Directors approve:  
 

(i) the establishment of the Climate Change Fund as a Special Fund substantially in 
accordance with the terms and conditions set forth in this paper; 

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

(iii) the adoption of the Climate Change Fund Grant Regulations as set forth in 
Appendix 1 . 

 



Appendix 1 9 

 

CLIMATE CHANGE FUND 
GRANT REGULATIONS 

 
DATED [ _____________________________________________ ] 

 
 

ARTICLE I 
 

Purpose, Application to Investment Project Grants 
 

Section 1.01. Purpose. The purpose of these Regulations is to set forth certain terms 
and conditions generally applicable to grants for investment projects made by ADB from the 
Climate Change Fund. 
 

Section 1.02. Application of Regulations. Any grant agreement with ADB relating to a 
grant from the Climate Change Fund may provide that the parties thereto accept the provisions 
of these Regulations. To the extent so provided in any such agreement, these Regulations shall 
apply and shall govern the rights and obligations of the parties thereto with the same force and 
effect as if they were fully set forth therein. No revocation or amendment of these Regulations 
shall be effective in respect of any such agreement unless the parties shall so agree in writing. 
 

Section 1.03. Inconsistency with Grant Agreement. If any provision of a grant 
agreement is inconsistent with a provision of these Regulations, the provision of the grant 
agreement shall govern. 
 

ARTICLE II 
 

Definitions; Interpretation 
 
Section 2.01. Definitions. Except where the context otherwise requires, the following 

terms have the following meanings wherever used in these Regulations or in a grant 
agreement to which these Regulations have been made applicable: 
 

(a) "ADB" means Asian Development Bank. 
(b) "Assets" includes property, revenues and claims of any kind. 
(c) "Currency" of a country or a territory means such currency as at the time referred 

to is legal tender for the payment of public and private debts in that country or 
territory. 

(d) “Dollar” or the sign “$” each means the lawful currency of the United States. 
(e) "Effective Date" means the date on which the Grant Agreement shall have come 

into force and effect pursuant to Section 9.03. 
(f) “Fund” means the Climate Change Fund of ADB. 
(g) "Grant" means the grant provided for in the Grant Agreement for investment 

projects. 
(h) "Grant Account" means the account opened or to be opened by ADB on its books 

in the name of the Recipient to which the amount of the Grant has been or will be 
credited. 
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(i) "Grant Agreement" means the particular grant agreement to which these 
Regulations shall have been made applicable, all agreements supplementary to 
the Grant Agreement and all schedules thereto, as such agreement may be 
amended from time to time; and such term includes these Regulations as thus 
made applicable. 

(j) “Grant Closing Date” means the date specified in the Grant Agreement, after 
which ADB may terminate the right of the Recipient to make any withdrawals 
from the Grant Account, or such other date as may be agreed between ADB and 
the Recipient for such purpose. 

(k) "Member" means a member of ADB. 
(l) "Project" means the investment project for which ADB has agreed to make the 

Grant, as described in the Grant Agreement and as such description may be 
amended from time to time by agreement between ADB and the Recipient. 

(m) "Project Agreement" means the project agreement, if any, between ADB and the 
Project Executing Agency, being the Project Agreement referred to in the Grant 
Agreement, as such agreement may be amended from time to time; and such 
term includes all agreements supplementary to the Project Agreement and all 
schedules to the Project Agreement. 

(n) "Project Executing Agency" means any entity responsible for the carrying out of 
the Project as specified in the Grant Agreement. 

(o) "Recipient" means the party to the Grant Agreement to which ADB has agreed to 
provide the Grant. 

(p) "Taxes" includes imposts, levies, fees and duties of any nature, whether in effect 
at the date of the Grant Agreement or thereafter imposed. 

 
Section 2.02. Interpretation. Except where the context otherwise requires, 

(i) references in these Regulations to Articles or Sections are to Articles or Sections of these 
Regulations; (ii) the headings of the Articles and Sections and the Table of Contents are 
inserted for convenience of reference only and are not a part of these Regulations; (iii) singular 
may include plural and vice versa; and (iv) a reference to any gender includes any other 
gender. 

 
ARTICLE III 

 
Grant Account 

 
Section 3.01. Grant Account. The principal amount of the Grant shall be credited to 

the Grant Account and may be withdrawn therefrom in accordance with the provisions of the 
Grant Agreement and these Regulations. 

 
ARTICLE IV 

 
Currency Provisions 

 
Section 4.01. Denomination of the Grant. The Grant shall be denominated in Dollars. 

 
Section 4.02. Currency of Withdrawal and Purchase of Currencies. Except as ADB 

and the Recipient shall otherwise agree, withdrawals from the Grant Account shall be made in 
the currency in which the Grant is denominated. ADB shall, at the request and acting as agent 
of the Recipient, use such currency to purchase the currencies in which the cost of goods and 
services to be financed out of the proceeds of the Grant has been paid or is payable. 
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ARTICLE V 
 

Withdrawal of Grant Proceeds 
 

Section 5.01. Withdrawal from the Grant Account. (a) Grant proceeds shall be used 
only for the purposes of the Project. Subject to any conditions or restrictions specified in the 
Grant Agreement, the Recipient shall be entitled to withdraw from the Grant Account such 
amounts as shall have been paid, or, if ADB shall so agree, such amounts as shall be required 
to meet payments to be made, for the reasonable cost of goods, services and any other 
expenditures required for the Project and to be financed under the Grant Agreement. 
 

(b) Except as ADB and the Recipient shall otherwise agree, no withdrawals shall be 
made on account of (i) payments made prior to the Effective Date; and (ii) expenditures in the 
territory of any country which is not a member or for goods produced in, or services supplied 
from, such territory. ADB may refuse to finance a contract where goods and services have not 
been procured in accordance with procedures substantially in accordance with those agreed 
between the Recipient and ADB or where the terms and conditions of the contract are not 
satisfactory to ADB. 
 

Section 5.02. Commitment Letters by ADB. Upon the Recipient’s request, ADB may 
issue commitment letters to pay amounts in respect of the cost of goods and services to be 
financed under the Grant notwithstanding any subsequent suspension or cancellation. 
 

Section 5.03. Application for Withdrawal. When the Recipient shall desire to withdraw 
any amount from the Grant Account or to request ADB to issue commitment letters pursuant to 
Section 5.02, the Recipient shall promptly deliver to ADB an application in such form and 
containing such statements, representations, warranties and agreements, as ADB shall 
reasonably request. 
 

Section 5.04. Evidence of Authority to Sign Applications. The Recipient shall furnish 
to ADB sufficient evidence of the authority of the person authorized to sign applications for 
withdrawal and the authenticated specimen signature of each person. 
 

Section 5.05. Supporting Evidence. The Recipient shall furnish to ADB such 
documents and other evidence in support of the application for withdrawal as ADB shall 
reasonably request, whether before or after ADB shall have permitted any withdrawal requested 
in the application. 
 

Section 5.06. Sufficiency of Applications and Documents. Each application for 
withdrawal and the accompanying documents and all other evidence must be sufficient in form 
and substance to satisfy ADB that the Recipient is entitled to withdraw from the Grant Account 
the amount applied for and that the amount to be withdrawn from the Grant Account is to be 
used only for the purposes specified in the Grant Agreement. 
 
 Section 5.07. Payment by ADB. Payment by ADB of amounts which the Recipient is 
entitled to withdraw from the Grant Account shall be made to or on the order of the Recipient. 
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ARTICLE VI 
 

Particular Covenants 
 

Section 6.01. Cooperation and Information. (a) ADB and the Recipient shall 
cooperate fully to ensure that the purposes of the Grant will be accomplished. To that end, ADB 
and the Recipient shall: 
 

(i) from time to time, at the request of either one of them, exchange views with 
regard to any matters relating to the progress of the Grant, the purposes of the 
Grant, the performance of their respective obligations under the Grant 
Agreement and the performance by the Project Executing Agency of its 
obligations under the Project Agreement, and furnish to the other party all such 
related information as it shall reasonably request; and 

(ii) promptly inform each other of any condition which interferes with, or threatens to 
interfere with, the matters referred to in paragraph (a)(i) above. 

 
(b) Where the Recipient is a member, such member shall afford all reasonable 

opportunity for ADB's representatives to visit any part of its territory for purposes related to the 
Grant. 
 

Section 6.02. Insurance. (a) The Recipient shall take out and maintain with responsible 
insurers, or make other arrangements satisfactory to ADB for, insurance against such risks and 
in such amounts as shall be consistent with sound practice. The Recipient shall be deemed to 
have opted for self-insurance in the absence of any specific insurance for the Project. 
 

(b) Without limiting the generality of the foregoing, the Recipient undertakes to insure, or 
cause to be insured, the goods to be imported for the Project and to be financed out of the 
proceeds of the Grant against hazards incident to the acquisition, transportation and delivery 
thereof to the place of use or installation, and for such insurance any indemnity shall be payable 
in a currency freely usable to replace or repair such goods. 
 

Section 6.03. Records, Accounts and Audits. The Recipient shall maintain, or cause 
to be maintained, records and accounts adequate to identify the goods and services and other 
items of expenditure financed out of the proceeds of the Grant, to disclose the use thereof in 
the Project, to record the progress of the Project (including the cost thereof) and to reflect, in 
accordance with consistently maintained sound accounting principles, the operations and 
financial condition of the Recipient. 
 

Section 6.04. Reports. (a) The Recipient shall furnish, or cause to be furnished, to ADB 
all such reports as ADB shall reasonably request concerning (i) the Grant, and the expenditure 
of the proceeds and maintenance of the service thereof; (ii) the goods and services and other 
items of expenditure financed out of the proceeds of the Grant; (iii) the Project and the Project 
Executing Agency; (iv) the administration and operations of the Recipient; and (v) any other 
matters relating to the purposes of the Grant. 

 
(b) Without limiting the generality of the foregoing, the Recipient shall furnish to ADB 

quarterly reports, or reports at such other later intervals as may be agreed for this purpose 
between ADB and the Recipient on the execution of the Project, on the accomplishment of the 
targets and actions agreed between the ADB and the Recipient, and on the operation and 
management of the Project facilities. Such reports shall be submitted in such form and in such 
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detail and within such a period as ADB shall reasonably request, and shall indicate, among 
other things, progress made and problems encountered during the quarter under review, steps 
taken or proposed to be taken to remedy these problems, and proposed program of activities 
and expected progress during the following quarter. 
 

(c) Promptly after physical completion of the Project, but in any event not later than three 
months thereafter or such later date as may be agreed for this purpose between the Recipient 
and ADB, the Recipient shall prepare and furnish to ADB a report, in such form and in such 
detail as ADB shall reasonably request, on the execution and initial operation of the Project, 
including its cost, the performance by the Recipient of its obligations under the Grant Agreement 
and the accomplishment of the purposes of the Grant. 
 

Section 6.05. Counterpart Obligations and Land Acquisition. The Recipient shall 
make available, promptly as and when needed, the funds, facilities, services, land, and other 
resources as shall be necessary or required, in addition to the proceeds of the Grant, for the 
carrying out of the Project and for the operation and maintenance of the Project facilities. The 
Recipient shall furnish to ADB, promptly at its request, evidence satisfactory to ADB that such 
funds, facilities, services, land, and other resources are available for purposes related to the 
Project. 
 

Section 6.06. Work Schedules, Plans and Design Standards. The Recipient shall 
cause the Project to be carried out in accordance with plans, design standards, specifications, 
work schedules and construction methods acceptable to the Recipient and ADB, as applicable. 
When required by ADB, the Recipient shall furnish, or cause to be furnished, to ADB, promptly 
after their preparation, such plans, design standards, specifications and work schedules, and 
any material modifications subsequently made therein, in such detail as ADB shall reasonably 
request. 
 

Section 6.07. General Undertakings. (a) The Recipient shall cause the Project to be 
carried out with due diligence and efficiency and in conformity with sound applicable financial, 
business and development practices. 
 

(b) The Recipient shall ensure that the activities of its departments and agencies with 
respect to the carrying out of the Project and operation of the Project facilities are conducted 
and coordinated in accordance with sound administrative policies and procedures. 
 

Section 6.08. Contractors and Consultants. Whenever applicable, in the carrying out 
of the Project, the Recipient shall cause competent and qualified consultants and contractors, 
acceptable to the Recipient and ADB, to be employed to an extent and upon terms and 
conditions satisfactory to the Recipient and ADB. 
 

Section 6.09. Maintenance. The Recipient shall ensure that any facilities relevant to the 
Project are operated, maintained and repaired in accordance with sound operational and 
maintenance practices. The Recipient shall promptly as needed, make or cause to be made all 
necessary repairs and renewals thereof. 
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ARTICLE VII 
 

Exemption from Taxation 
 

Section 7.01. Exemption from Taxation. (a) Where the Recipient is a member, such 
member shall ensure that the Grant Agreement and the Project Agreement, are exempt from 
any taxes levied by, or in the territory of, such member on or in connection with the execution, 
delivery or registration thereof. 
 

(b) Where the Recipient is not a member, the Recipient shall obtain from the member, 
in whose territory the Project is to be carried out, and furnish to ADB, prior to the Effective 
Date, evidence, satisfactory to ADB, that the Grant Agreement and the Project Agreement, will 
be exempt from any taxes levied by, or in the territory of, such member on or in connection with 
the execution, delivery or registration thereof. 

 
ARTICLE VIII 

 
Suspension and Cancellation 

 
Section 8.01. Suspension by ADB. If any of the following events shall have occurred at 

any time after the date of the Grant Agreement and be continuing, ADB may by notice to the 
Recipient suspend in whole or in part the right of the Recipient to make withdrawals from the 
Grant Account: 
 

(a) The Recipient shall have failed to make payment of principal, interest charge or 
any other charge required under (i) any loan agreement or guarantee agreement 
with ADB; or (ii) in consequence of any guarantee or other financial obligation of 
any kind extended by ADB to any third party with the agreement of the Recipient. 

(b) The Recipient shall have failed to perform any of its obligations under the Grant 
Agreement. 

(c) The Project Executing Agency shall have failed to perform any of its obligations 
under the Project Agreement. 

(d) ADB shall have suspended in whole or in part the right of the Recipient to make 
withdrawals under any other grant agreement or any loan agreement with ADB 
because of a failure by the Recipient to perform any of its obligations under such 
grant agreement or loan agreement or any related guarantee agreement with 
ADB. 

(e) A situation shall have arisen or developed which in the reasonable opinion of 
ADB will or may make it improbable that the Project can be successfully carried 
out or that the Recipient or the Project Executing Agency will be able to perform 
any of its obligations under the Grant Agreement or the Project Agreement. 

(f) The member in whose territory the Project is to be carried out shall have been 
suspended from membership in, or ceased to be a member of, ADB, or shall 
have delivered a notice to withdraw from ADB. 

(g) A representation made by the Recipient in or pursuant to the Grant Agreement or 
any statement furnished in connection therewith and intended to be relied upon 
by ADB in making the Grant, shall have been incorrect in any material respect, 
or, where the Recipient is not a member, any material adverse change in the 
condition of the Recipient as so represented by the Recipient shall have occurred 
in the reasonable opinion of ADB. 
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(h) Where the Recipient is not a member, the member in whose territory the Project 
is to be carried out or any other authority having jurisdiction shall have taken any 
action for the dissolution or disestablishment of the Recipient, the alienation or 
transfer of any of its assets other than in the normal course of business, or for the 
suspension of its operations. 

(i) Any authority having jurisdiction shall have taken any action for the dissolution or 
disestablishment of the Project Executing Agency, the alienation or transfer of 
any of its assets other than in the normal course of business, or for the 
suspension of its operations. 

(j) ADB shall have determined, with respect to any contract to be financed in full or 
in part out of the proceeds of the Grant, that corrupt, fraudulent, collusive or 
coercive practices, as determined by ADB, were engaged in by representatives 
of the Recipient or any beneficiary of the Grant during the procurement of goods 
and services, consultants’ selection or the execution of a contract, without the 
Recipient having taken timely and appropriate action satisfactory to ADB to 
remedy the situation; or ADB shall have determined that the procurement of any 
goods or services to be financed out of the proceeds of the Grant is inconsistent 
with the relevant procedure set out in the Grant Agreement. 

(k) Any other event specified in the Grant Agreement for the purposes of this Section 
shall have occurred. 

 
The right of the Recipient to make withdrawals from the Grant Account shall continue to be 
suspended in whole or in part, as the case may be, until the event which gave rise to such 
suspension shall have, in the reasonable opinion of ADB, ceased to exist or until ADB shall 
have notified the Recipient that the right to make withdrawals has been restored in whole or in 
part, whichever is the earlier. 
 

Section 8.02. Cancellation by ADB. If (i) the right of the Recipient to make 
withdrawals from the Grant Account shall have been suspended with respect to any amount of 
the Grant for a continuous period of 30 days; or (ii) at any time ADB determines, after 
consultation with the Recipient, that any amount of the Grant will not be required for the 
purposes of the Project; (iii) by the date specified in the Grant Agreement as the Grant Closing 
Date, an amount of the Grant shall remain unwithdrawn from the Grant Account; or (iv) at any 
time ADB determines, with respect to any contract to be financed in full or in part out of the 
proceeds of the Grant, that corrupt, fraudulent, collusive or coercive practices, as determined 
by ADB, were engaged in by representatives of the Recipient or any beneficiary of the Grant 
during the procurement of goods and services, consultants’ selection or the execution of a 
contract, without the Recipient having taken timely and appropriate action satisfactory to ADB 
to remedy the situation; or (v) at any time, ADB determines that the procurement of any goods 
or services to be financed out of the proceeds of the Grant is inconsistent with the procedure 
set out in the Grant Agreement, ADB may by notice to the Recipient terminate the right of the 
Recipient to make withdrawals with respect to such amount. Upon the giving of such notice, 
such amount of the Grant shall be cancelled. 
 

Section 8.03. Cancellation by the Recipient. After consultation with ADB, the 
Recipient may by notice to ADB cancel any amount of the Grant which the Recipient shall not 
have withdrawn prior to the giving of such notice. 
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Section 8.04. Amounts Subject to Commitment Letters. No suspension or 
cancellation shall apply to amounts subject to any commitment letter issued by ADB pursuant to 
Section 5.02 except as expressly provided in such commitment letter. 
 

Section 8.05. Effectiveness of Provisions After Suspension or Cancellation. 
Notwithstanding any cancellation or suspension, all the provisions of the Grant Agreement and 
the Project Agreement shall continue in full force and effect except as specifically provided in 
this Article. 

 
ARTICLE IX 

 
Effectiveness; Termination 

 
Section 9.01. Conditions Precedent to Effectiveness. The Grant Agreement shall not 

become effective until evidence satisfactory to ADB shall have been furnished to ADB that: 
 

(a) The execution and delivery of the Grant Agreement on behalf of the Recipient 
have been duly authorized or ratified by all necessary corporate and 
governmental action. 

(b) W here there is a Project Agreement, the execution and delivery of the Project 
Agreement on behalf of the Project Executing Agency shall have been duly 
authorized or ratified by all necessary corporate, administrative and 
governmental action. 

(c) W here the Recipient is not a member, the condition of the Recipient, as 
represented to ADB at the date of the Grant Agreement, has undergone no 
material adverse change between such date and the date agreed upon between 
the Recipient and ADB for the purposes of this Section, provided that ADB shall 
have requested such evidence. 

(d) Where the Recipient, is not a member, the requirements Section 7.01(b) have 
been fulfilled. 

(e) All other events specified in the Grant Agreement as additional conditions to its 
effectiveness have occurred. 

 
Section 9.02. Legal Opinions. As part of the evidence to be furnished pursuant to 

Section 9.01, the Recipient shall furnish, or cause to be furnished, to ADB an opinion or 
opinions satisfactory to ADB of counsel acceptable to ADB showing: 
 

(a) on behalf of the Recipient, that the Grant Agreement has been duly authorized or 
ratified by, and executed and delivered on behalf of, the Recipient and is legally 
binding upon the Recipient in accordance with its terms; 

(b) on behalf of the Project Executing Agency where there is a Project Agreement, 
that the Project Agreement has been duly authorized or ratified by, and executed 
and delivered on behalf of, the Project Executing Agency and is legally binding 
upon the Project Executing Agency in accordance with its terms; and 

(c) such other matters as shall be specified in the Grant Agreement. 
 

Section 9.03. Effective Date. (a) Except as ADB and the Recipient shall otherwise 
agree, the Grant Agreement shall come into force and effect on the date upon which ADB 
dispatches to the Recipient notice of its acceptance of the evidence required by Section 9.01. 
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(b) If, before the Effective Date, any event shall have occurred which would have 
entitled ADB to suspend the right of the Recipient to make withdrawals from the Grant Account 
if the Grant Agreement had been effective, ADB may postpone the dispatch of the notice 
referred to in paragraph (a) of this Section until such event shall have ceased to exist. 
 

Section 9.04. Termination for Failure to Become Effective. If the Grant Agreement 
shall not have come into force and effect by the date specified in the Grant Agreement for the 
purposes of this Section, the Grant Agreement and all obligations of the parties thereunder 
shall terminate, unless ADB, after consideration of the reasons for the delay, shall establish a 
later date for the purposes of this Section. ADB shall promptly notify the Recipient of such later 
date. 

 
ARTICLE X 

 
Enforceability; Failure to Exercise Rights; Arbitration 

 
Section 10.01. Enforceability. (a) The rights and obligations of ADB and the Recipient 

under the Grant Agreement shall be valid and enforceable in accordance with their terms and, 
where the Recipient is a member, notwithstanding the law of any state, or political subdivision 
thereof, to the contrary. 
 

(b) Neither ADB nor the Recipient shall be entitled in any proceeding under this Article 
to assert any claim that any provision of the Grant Agreement is invalid or unenforceable 
because of any provision of the Articles of Agreement Establishing the Asian Development Bank 
or for any other reason. 
 

Section 10.02. Failure to Exercise Rights. No delay in exercising, or omission to 
exercise, any right, power or remedy accruing to either party under the Grant Agreement upon 
any default shall impair any such right, power or remedy, or be construed to be a waiver thereof 
or an acquiescence in any such default; nor shall the action of such party in respect of any 
default, or any acquiescence in any default, affect or impair any right, power or remedy of such 
party in respect of any other or subsequent default. 
 

Section 10.03. Arbitration. (a) Any controversy between the parties to the Grant 
Agreement and any claim by any such party against any other such party arising under the 
Grant Agreement which shall not be settled by agreement of the parties shall be submitted to 
arbitration by an Arbitral Tribunal as hereinafter provided. 
 

(b) The parties to such arbitration shall be ADB on the one side, and the Recipient on 
the other side. 
 

(c) The Arbitral Tribunal shall consist of three arbitrators appointed as follows: one 
arbitrator shall be appointed by ADB; a second arbitrator shall be appointed by the Recipient; 
and the third arbitrator (hereinafter sometimes called the Umpire) shall be appointed by 
agreement of the parties or, if they shall not agree, by the President of the International Court 
of Justice or, failing appointment by him, by the Secretary-General of the United Nations. If 
either side shall fail to appoint an arbitrator, the Umpire shall appoint such arbitrator. In case 
any arbitrator appointed in accordance with this Section shall resign, die or become unable to 
act, a successor arbitrator shall be appointed in the same manner as herein prescribed for the 
appointment of the original arbitrator and such successor shall have all the powers and duties 
of such original arbitrator. 
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(d) An arbitration proceeding may be instituted under this Section upon notice by the 
party instituting such proceeding to the other party or parties. Such notice shall contain a 
statement setting forth the nature of the controversy or claim to be submitted to arbitration, the 
nature of the relief sought and the name of the arbitrator appointed by the party instituting such 
proceeding. Within 30 days after the giving of such notice, the other party or parties shall notify 
the party instituting the proceeding of the name of the arbitrator appointed by such other party or 
parties. 
 

(e) If within 60 days after the giving of the notice instituting the arbitration proceeding 
the parties shall not have agreed upon an Umpire, any party may request the appointment of 
an Umpire as provided in paragraph (c) of this Section. 
 

(f) The Arbitral Tribunal shall convene at such time and place as shall be fixed by the 
Umpire. Thereafter, the Arbitral Tribunal shall determine where and when it shall sit. 
 

(g) The law to be applied by the Arbitral Tribunal shall be public international law, the 
sources of which shall be taken for these purposes to include: 
 

(i) any relevant treaty obligations that are binding reciprocally on the parties; 
(ii) the provisions of any international conventions and treaties (whether or 

not binding directly as such on the parties) generally recognized as 
having codified or ripened into binding rules of customary law applicable 
to states and international institutions, as appropriate; 

(iii) other forms of international custom, including the practice of states and 
international institutions of such generality, consistency and duration as to 
create legal obligations; and 

(iv) applicable general principles of law. 
 

(h) Subject to the provisions of this Section and except as the parties shall otherwise 
agree, the Arbitral Tribunal shall decide all questions relating to its competence and shall 
determine its procedure. All decisions of the Arbitral Tribunal shall be by majority vote. 
 

(i) The Arbitral Tribunal shall afford to all parties a fair hearing and shall render its 
award in writing. Such award may be rendered by default. An award signed by a majority of the 
Arbitral Tribunal shall constitute the award of such Tribunal. A signed counterpart of the award 
shall be transmitted to each party. Any such award rendered in accordance with the provisions 
of this Section shall be final and binding upon the parties to the Grant Agreement. Each party 
shall abide by and comply with any such award rendered by the Arbitral Tribunal in accordance 
with the provisions of this Section. 
 

(j) The parties shall fix the amount of the remuneration of the arbitrators and such other 
persons as shall be required for the conduct of the arbitration proceedings. If the parties shall 
not agree on such amount before the Arbitral Tribunal shall convene, the Arbitral Tribunal shall 
fix such amount as shall be reasonable under the circumstances. Each party shall defray its 
own expenses in the arbitration proceedings. The costs of the Arbitral Tribunal shall be divided 
between and borne equally by ADB on the one side, and the Recipient on the other side. The 
Arbitral Tribunal shall determine any question concerning the division of the costs of the Arbitral 
Tribunal or the procedure for payment of such costs. 
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(k) The provisions for arbitration set forth in this Section shall be in lieu of any other 
procedure for the settlement of controversies between the parties to the Grant Agreement, and 
any claim by either party against the other such party arising thereunder. 
 

(l) If within 30 days after the counterparts of the award have been delivered to the 
parties the award shall not be complied with, any party may enter judgment upon, or institute a 
proceeding to enforce, the award in any court of competent jurisdiction against any other party, 
and may enforce such judgment by execution or may pursue any other appropriate remedy 
against such other party for the enforcement of the award and the provisions of the Grant 
Agreement. Notwithstanding the foregoing, this Section shall not authorize any entry of 
judgment or enforcement of the award against any party that is a member except as such 
procedure may be available otherwise than by reason of the provisions of this Section. 
 

(m) Service of any notice or process in connection with any proceeding under this 
Section or (to the extent that such remedy shall be available) in connection with any proceeding 
to enforce any award rendered pursuant to this Section may be made in the manner provided 
in Section 11.01. The parties to the Grant Agreement waive any and all other requirements for 
the service of any such notice or process. 

 
ARTICLE XI 

 
Miscellaneous Provisions 

 
Section 11.01. Notices and Requests. Any notice or request required or permitted to 

be given or made under the Grant Agreement, and any other agreement between any of the 
parties contemplated by the Grant Agreement, shall be in writing. Such notice or request shall 
be deemed to have been duly given or made when it shall be delivered by hand or by mail, 
telegram, cable, telex, facsimile or electronic mail to the party to which it is required or 
permitted to be given or made at such party's address specified in the Grant Agreement or at 
such other address as such party shall have designated by notice to the party giving such 
notice or making such request. 
 

Section 11.02. Authority to Take Action. Any action required or permitted to be taken, 
and any documents required or permitted to be executed, under the Grant Agreement, on behalf 
of the Recipient, may be taken or executed by the representative of the Recipient designated in 
the Grant Agreement for the purposes of this Section or any person thereunto authorized in 
writing by him. Any modification of the provisions of the Grant Agreement may be agreed to on 
behalf of the Recipient, by written instrument executed on behalf of the Recipient by the 
representative so designated or any person authorized in writing by such representative; 
provided that, in the opinion of such representative or other person, such modification is 
reasonable in the circumstances and will not substantially increase the obligations of the 
Recipient under the Grant Agreement. ADB may accept the execution by such representative 
or other person of any such instrument as conclusive evidence that in the opinion of such 
representative or other person any modification of the provisions of the Grant Agreement 
effected by such instrument is reasonable in the circumstances and will not substantially 
increase the obligations of the Recipient thereunder. 
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 Section 11.03. Evidence of Authority. The Recipient shall furnish to ADB sufficient 
evidence of the authority of the person or persons who will, on behalf of the Recipient, take any 
action or execute any documents required or permitted to be taken or executed by the Recipient 
under the Grant Agreement and the authenticated specimen signature of each such person. 
 

Section 11.04. Execution in Counterparts. The Grant Agreement may be executed in 
several counterparts, each of which shall be an original. 
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INSTRUMENT OF CONTRIBUTION 
 
 

[date] 
 
Asian Development Bank 
[address] 
 
 
[Name and identity of partner] (hereinafter referred to as the "Partner") hereby undertakes to 
contribute to the Climate Change Fund in an amount of [$___] in accordance with the provisions 
of the Board Paper entitled "Climate Change 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]/in accordance with the following schedule [insert 
disbursement schedule]:  
 
The contribution shall be paid into [ADB to specify account details]. 
 
 
 
Dated this ____ day of ___________, _____. 
 
 
 
For and on behalf of  
 
 
__________________________________ 
Authorized Representative 
 
 




