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DESCRIPTION OF THE LEGAL AND GOVERNANCE FRAMEWORK 

1. The ASEAN Infrastructure Fund (AIF) will be incorporated as a limited liability company 
in Malaysia. It will comply with all corporate formalities required by its domicile. As a company 
formed under the laws of Malaysia, the AIF will be subject to the rules and regulations defined 
by that jurisdiction. Based on the Malaysian framework, and building from the consensus 
reached between ASEAN shareholders and ADB, the AIF is expected to issue legal documents 
to ensure good corporate governance.  This is based on a common understanding that there is 
a premium on transparency and stability of the applicable regulatory framework, such that the 
rights and obligations of the AIF and all relevant stakeholders are clear and predictable. Easy 
access to information about the regulatory process, efficiency of the regulators, and availability 
of quality advisers and related service providers are also important.   
 
2. The shareholders of the AIF will be the ASEAN Members and ADB.  It will have full 
power to enter into contracts and to perform all activities in its own name as mandated in its 
legal documents.   
 
3. The objective of the AIF shall be to promote infrastructure of development within 
ASEAN, funded from ASEAN savings and equity contributions from the ASEAN countries. The 
liability of each shareholder will be limited to the extent of its equity contribution. The voting 
rights of each shareholder will be in proportion to its equity contribution.  
 
4. The AIF board shall be the ultimate decision making body of the AIF. The AIF board is 
expected to appoint ADB to act as the administrator of the AIF (and act as the lender of record 
for all the AIF loans). In that capacity, ADB will apply the criteria approved by the ASEAN 
members to select the actual projects to be financed by the AIF; all other processing and 
administration requirements will follow those of ADB. As administrator, ADB is expected to 
manage the investment and disbursement of the AIF funds. ADB shall exercise the same care 
and diligence in the discharge of its duties as administrator as it exercises with respect to its 
own affairs, and shall have no further liability. ADB will charge a fee as agreed to recover its 
cost for administering the AIF operations. In the legal documents, a clear set of responsibilities, 
scope of activities, as well as limitations of ADB as the administrator will be included.   
Indemnification of ADB, except in case of gross negligence, will also be included in the legal 
documents.  
 
5. The Board shall also approve the criteria for the projects to be financed by the AIF. Each 
of the shareholders shall be represented on the AIF’s board. The board shall meet at least once 
a year or more often if necessary.  
 
6. The AIF will lend, and issue bonds at a later stage to finance additional loans.  
Accordingly, the extent and type of regulations that may be imposed on the extension of credit 
and access to the capital markets will have to be carefully considered. 
 
7.  ADB will submit a detailed annual report (including financial statements and financial / 
operational plans) on the AIF, for discussion at the annual meeting of the AIF. For administrative 
convenience, the AIF annual meetings will be scheduled together with the ADB Annual 



 

 

Meetings.1 As requested, ADB can also present progress reports at the periodic meetings of the 
ASEAN finance deputies and finance ministers. 

 
8. Legal Framework. In addition, the Government of Malaysia has indicated that it will 
issue special legislation on the AIF, to: (i) exempt the AIF from foreign exchange controls, (ii) 
exempt the AIF from taxation, and (iii) protect the shareholders from any legal disputes. On item 
(iii), it has been agreed that any dispute among the Shareholders which cannot be settled 
amicably between the parties shall be finally settled by arbitration in accordance with the 
UNCITRAL Arbitration Rules as in force from time to time. The appointing authority shall be the 
Secretary-General of the Permanent Court of Arbitration.  
 
9. Tax impact. As noted above, the AIF will apply to the authorities in Malaysia for 
exemption from all taxes such as value-added tax, tax on income to the AIF, and withholding tax 
on interest paid on the AIF bonds. The types of taxes and their respective amounts can be 
significant because, ultimately, the impact of taxes on the AIF is to increase the cost of 
borrowing from the AIF. 
 
10. Governance.  The AIF will establish the best corporate governance principles in line 
with its positioning wherein it needs to be seen as a credible institution in the eyes of all 
stakeholders. Certain aspects of corporate governance for the AIF will be prescribed by the 
corporate laws in Malaysia. The legal documents will cover certain aspects of governance, 
especially with regard to the rights of the shareholders. ADB operations will be guided by ADB 
standards on governance and operations, assuming that the AIF board approves the 
appointment of ADB as administrator of the AIF.2 For all purposes, most elements of corporate 
governance for the AIF will be reflected in the legal documents. The legal documents will cover 
the responsibilities of all shareholders vis-à-vis the AIF. In addition to the above, ADB can play 
an important role in ensuring effective coordination among the ASEAN members. Furthermore, 
ADB will also play a catalytic role in partnership coordination with both public and private 
institutions. 
 
11. All the shareholders of the AIF have agreed that all projects financed by the AIF shall 
conform to all of ADB's mandatory policies on anticorruption, procurement, consulting services, 
safeguards, disbursement, accountability mechanism, and others as appropriate. 

                                                
1
  It should be noted that all ASEAN members are represented through the ADB Board, which will further facilitate the 

communication among ADB and the ASEAN members.  
  

2
  This includes: (i) project screening and identification; (ii) preliminary design to prepare concept papers; (iii) detailed 

engineering/feasibility design; (iv) financial, economic, environmental and social due diligence, based on 
internationally accepted best practices; (v) financial structuring, including syndicating financing; (vi) cofinancing the 
project from its own sources; (vii) project approval by the ADB Board; (viii) post-approval execution; and (ix) 
implementation monitoring and reporting ; and (x) various support functions including debt issuance, annual rating, 
investment management, ALM functions, financial and risk management policy implementation, treasury back-
office functions, periodic accounting/reporting of income and balance sheet. 




