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SECOND ASIAN DEVELOPMENT FUND 12 REPLENISHMENT MEETING 
24–27 February 2016         Kathmandu, Nepal 

 
Chair’s Summary 

 
1. Asian Development Fund (ADF) deputies, representatives from ADF developing member 
countries (DMCs), Asian Development Bank (ADB) Management and staff, and observers from 
ADB’s Board of Directors and other international organizations met in Kathmandu, Nepal on 24–
27 February 2016 for the second ADF 12 replenishment meeting.  
 
A. Opening Session 

2. The Honorable Minister of Finance for Nepal, Bishnu Prasad Paudel, in his welcome 
address, noted the continuing strong importance and relevance of the ADF to support poverty 
reduction, economic and social development and climate change and resilience in the Asia and 
Pacific region. He underscored the need for additional ADF support to Nepal to assist with 
meeting the earthquake-related reconstruction and rehabilitation needs, and committed to make 
optimal use of ADF resources. Mr. Baikuntha Aryal, Joint Secretary of the Ministry of Finance 
for Nepal, in his subsequent presentation, highlighted some of the lasting changes that the ADF 
has brought about in Nepal and the instrumental role that the ADF has played during 
emergencies. He also urged the ADB to further consolidate its resources and projects in Nepal, 
and increase joint monitoring and results focus. 
 
3. ADB President Takehiko Nakao, in his opening remarks, expressed condolence over the 
tragic loss of life in Fiji following the recent cyclone, which also caused damage in Tonga. He 
thanked the Government of Nepal for the hospitality extended for the meeting and noted Nepal’s 
resilience in the aftermath of the devastating earthquake in 2015. The President appreciated the 
support of the ADF donors. He emphasized three key areas for donor consideration during the 
meeting: (i) resources for disaster risk reduction, (ii) support for regional health security, and (iii) 
greater flexibility on policy-based lending (PBL).  
 
4. The President also highlighted the prevailing uncertain global economic conditions and 
the fear of many DMCs that their economic prospects could be seriously impaired by these 
conditions.  The President emphasized that ADB should be ready to support all DMCs at risk of 
falling into economic distress. For this, ADB needs to ensure that it has the right toolkit to 
respond, including for concessional assistance (CA) countries. The President noted, however, 
that this was not an issue to be resolved before the completion of the ADF 12 replenishment 
negotiations. Still, ADB had to start to think ahead and prepare for such eventualities. ADB will 
develop a concrete proposal and consult with the donors and the Board of Directors.  
 
5. Donors emphasized that further discussions on this issue would call for a concrete 
proposal to respond. Some donors expressed concerns about reopening discussions on the use 
of ADF 12 reserves, which have been set aside to respond to changes in a country’s debt 
distress risk, before the ADF 12 midterm review. Some donors also highlighted the central role 
of the International Monetary Fund in supporting countries undergoing macroeconomic distress. 
 
6. Two donors expressed their disappointment that a third replenishment meeting had been 
scheduled in May. They felt that the ADB management had not proactively declared itself in 
favor of concluding the ADF12 replenishment negotiations in just two rounds. They expressed 
the view that the negotiation process had not been adapted to the new regulatory and financing 
framework for the ADF and ordinary capital resources (OCR) operations. ADB clarified that ADF 
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12 is the first replenishment round after the ADF-OCR combination, which required that a 
number of new issues be addressed. In response to ADB inquiries about the possibility of 
completing the pledging at the second replenishment meeting, several donors had also 
informed ADB that they needed more time for substantive discussions and preferred pledging at 
the next meeting. 
 
B. Disaster Risk Reduction 

7. Recognizing the growing vulnerability to disasters, donors agreed to provide $200 million 
of grant financing for disaster risk reduction (DRR) during the ADF 12 period. DRR financing will 
be mainstreamed within the main ADF framework and will be integrated into the performance-
based allocation (PBA) process, providing an additional allocation to each CA-only country for 
DRR purposes. The proposed $200 million in grant financing for DRR will initially be allocated 
across all CA-only countries in accordance with their pro-rata shares in the PBA, subject to a 
50% portion of their pro-rata share in PBA for countries at low risk of debt distress and an 
absolute cap of $20 million per country. The balance in grant resources will be redistributed to 
grant-eligible countries. Donors also expressed their preference for ultimately allocating DRR 
resources in line with countries’ disaster risk needs, recognizing that an appropriate indicator of 
such needs does not exist at this point. Once an appropriate disaster risk indicator is available, 
ADB will consult with donors on the use of the indicator for the allocation of resources under the 
DRR financing mechanism.  
 
8. To incentivize countries to invest in disaster risk reduction and mainstream it into their 
broader expenditure, countries at low risk of debt distress would be provided access to an 
amount of concessional OCR lending (COL) resources at a 2:1 ratio and would be required to 
utilize either COL, own, or other resources on at least a matching 1:1 basis for every $1.00 of 
utilized grant financing.  Countries at medium risk of debt distress would be provided access to 
additional COL resources at a 1:1 ratio to their grant allocation and would be required to utilize 
at least $0.50 in COL, own, or other resources for every $1.00 of grant financing.  
 
9. While there was broad agreement on DRR financing, a few donors expressed 
reservations, noting the complexity of the allocation mechanism, and requested ADB to monitor 
the use of resources carefully, in particular the use of grants in countries at low risk of debt 
distress. ADB committed to monitor progress on the use of DRR resources and implementation 
of DRR interventions, including through the results framework, and report back to donors at the 
ADF 12 midterm review.   
 
C. Regional Health Security 

10. ADB and donors continued discussions on support for regional health security, initiated 
at the first meeting. Some donors expressed concerns about ADB’s comparative advantage in 
the health sector. ADB clarified that it was uniquely placed to provide support for regional 
issues, including regional health security, because of its demonstrated record in several regional 
cooperation programs.   
 
11. Donors agreed to ADB supporting regional health security for all CA countries. However, 
in light of differing views, it was agreed that the initiative be financed on a voluntary basis, and 
implemented as pilot for the ADF 12 period, while protecting the existing regional set-aside 
resources. The financing of up to $150 million ADF grants will be sourced in two ways: (i) “below 
the line” voluntary contributions; and (ii) “above the line” contributions, as part of the regular 
ADF contribution framework. The latter contributions would first go toward meeting the financing 
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requirements until the total proposed contributions reach $2,547.02 million. Following this, 
additional contributions would go toward the top-up of the ADF regional set-aside in support of 
the regional health security, up to $150 million.1 2 
 
12. The allocation of resources for regional health security will follow the same principle as 
the existing regional set-aside, and will prioritize grant-eligible countries. For OCR-blend 
countries, greater ownership, including via a greater contribution of resources from their PBA 
compared with CA-only countries, would be a necessary condition for the provision of grants.  
 
13. ADB will closely monitor the use of resources for regional health security and will report 
to ADF donors at the ADF 12 midterm review meeting. ADB also proposes that ADB’s 
independent evaluation department undertake an evaluation of the use of this financing before 
the end of the ADF 12 replenishment period. 
 
14. One point of discussion among donors in the context of support for DRR and regional 
health security was the use of grant resources for countries other than heavily indebted 
countries. While a number of donors emphasized that only heavily indebted countries should be 
eligible for grant financing, the majority agreed to extend grant eligibility for operations related to 
disaster risk reduction and regional health security to other CA countries. In this context, the 
ADB committed to reflect on the future role that ADF grants can play beyond the ADF 12 
replenishment in supporting its DMCs to address their development challenges. 
 
D. Policy-Based Lending 

15. ADB sought ADF donors’ guidance to replace the current hard ceiling of the 
concessional policy-based lending (PBL) share, set at 22.5% of the entire concessional public 
sector lending on a 3-year average basis, with the new requirement for ADB Management to 
report the prospective PBL share to the Board for information when it is projected to exceed 
30% in preliminary annual staff estimates. While donors stressed that ADB should continue to 
be a project-centered institution, they also recognized the usefulness of well-designed PBL to 
support institutional and sector reforms. Donors highlighted the importance of strong policy 
dialogue and proper monitoring and reporting mechanisms. However, no consensus was 
reached on the ADB proposal. Donors called for an independent evaluation to assess the 
effectiveness of PBL operations, following which ADB will consider its approach to PBL for 
discussion with the donors at the ADF 12 midterm review, as well as with its Board of Directors. 
 
E. Arrangements for Gap and Pacific Countries 

16. At the first ADF 12 replenishment meeting, donors had agreed to introduce a $6 million 
per year base allocation and to discontinue the 4.5% Pacific set-aside. They requested that a 
transition arrangement would be developed for countries whose CA allocations would be 
negatively affected by the removal of the 4.5% Pacific set-aside. Donors agreed to ADB’s 
proposal that Pacific DMCs that are negatively affected will receive their allocations under ADF 
12 at the level of resources received during ADF XI in real terms. The additional grant resources 

                                                
1
 Additional “above the line” contributions for a particular donor imply additional contributions above the “indicative 

ADF 12 contributions” detailed in ADB. 2016. ADF 12 Financing Framework Update. Paper prepared for the 

second ADF 12 replenishment meeting. Kathmandu, Nepal. 24–27 February. p. 4 (Table 4). This would not impact 
the ADF 12 contribution share of other donors. 

2
 This additional contribution, regardless of “below the line” or “above the line” by a certain country, does not affect 

other countries’ contribution shares.   
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will be obtained from the ADF grant reserve and the additional COL resources from the COL 
reserve. 
 
17. Under the grants framework of the International Development Association (IDA), gap 
countries are not eligible for IDA grants. To ensure consistency of financing terms, donors 
agreed at the first meeting to align the ADF grants framework with that of IDA in this aspect, but 
they also requested that consideration be given to a transition arrangement for countries 
affected immediately by the policy change. To ensure a smooth transition for these countries 
(Bhutan and the Lao People’s Democratic Republic), donors agreed that they will become 
ineligible for grants in 2019 instead of in 2017. 
 
F. Financing Scenario 

18. Donors agreed on the proposed financing scenario proposal for ADF 12, seeking 
$2,547.02 million of new donor contributions, and the financing framework. A number of donors 
confirmed that they intend to contribute in line or above their proposed contribution share. While 
a number of other donors, expressing their preference for the base case scenario, indicated that 
they may not be able to contribute in line with their contribution share, they confirmed they can 
accept the proposed scenario to maximize resources for the region. ADB also confirmed that 
any “below the line” supplemental contributions would not affect a donor’s contribution share in 
current and future replenishments.  
 
G. Gender Equity and Mainstreaming 

19. Donors strongly appreciated ADB’s presentations on gender equity mainstreaming in 
operations, and on strengthening gender balance and diversity within the institution itself. Many 
donors remarked that gender remained a top priority for their governments. They welcomed 
ADB’s efforts in meeting its gender targets and for regularly monitoring gender results. Donors 
also appreciated the frank assessment of the critical challenges that still remained and 
encouraged ADB to continue to strengthen performance on gender equality results. They noted 
that despite clear progress, there is room for improving gender mainstreaming in all sectors of 
ADB operations, including those in which opportunities for gender integration are seemingly 
more difficult.    
 
20. Donors noted and supported ADB’s commitment to recruiting, promoting and retaining 
more female staff, especially at the senior and international staff levels, and promoting greater 
diversity in the institution. However, some donors expressed concern about the recent 
plateauing of what had been a positive trend. In this regard, several donors appreciated ADB’s 
efforts to further strengthen workplace gender equality through seeking the Global Business 
Certification Standard (EDGE) for gender equality, and its commitment to report on progress in 
this area as part of the annual Development Effectiveness Review. 
 
H. Results Framework 

21. Donors welcomed the opportunity to be consulted at the initial stages of the preparation 
of ADB’s new results framework. They appreciated the intention to further strengthen reporting 
on gender in the results framework and to consider the use of more sex-disaggregated 
indicators. They acknowledged the proposal to strengthen the measurement of inclusive growth 
and requested a revised approach to better measure and operationalize inclusive growth and 
inclusiveness.  They noted that not all of ADB projects could be classified as inclusive and 
observed the need for ADB to have a more selective approach for recognizing projects that 
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contribute to inclusive growth. They requested ADB to clearly articulate how it would support 
inclusive growth going forward. Some donors remarked that their capitals want to know what 
they are getting in terms of results for their support to ADF 12. Therefore, even if results 
continue to be reported at the levels of overall ADB and for CA (as in the current results 
framework), some reporting on the results emerging from the use of grants provided through 
ADF 12 would still be important for ADF donors.  
 
22. Several donors noted the need to closely align the results framework with Strategy 2030 
and expressed their preference for the option of extending the current results framework for the 
2017 Development Effectiveness Review and preparing a new results framework alongside the 
new strategy. Donors welcomed the idea of aligning level 1 indicators with the sustainable 
development goals (SDGs), but they stressed that the alignment should only be with those 
SDGs relevant to ADB operations. Several donors agreed with the need to reduce the number 
of indicators in the results framework but some felt that the proposed reduction from 91 
indicators to only 20 may be too radical---given the need to capture results at four levels in the 
results framework. They noted that the indicators need to be clear, more ambitious and more 
outcome-oriented (including those measuring inclusive growth). Donors expressed that they 
would like to have the opportunity to provide inputs and views throughout the preparation of the 
results framework.     
 
I. ADB’s New Long-Term Strategy 

23. Donors welcomed ADB’s presentation on its initial thinking about the development of the 
new long-term strategy, Strategy 2030. They sought ADB’s views on what role the ADF, as well 
as trust funds will play going forward. They noted the continued importance of poverty reduction 
and inclusive growth, and supported the differentiated approach to its different clients, ranging 
from fragile and conflict-affected situations to upper middle income countries. Some donors 
noted the need for ADB to be prepared to support countercyclical measures in DMCs through 
an appropriate range of instruments during periods of economic and financial distress. Others 
emphasized the central role of the International Monetary Fund in supporting countries facing 
such challenges. Some encouraged ADB to further explore instruments to be better positioned 
to provide targeted support to overcome fiscal and economic problems. Donors encouraged 
ADB to remain selective against the background of the broader SDG agenda, focusing on its 
core strength as a project bank and on thematic areas where it has a comparative advantage. 
Donors also encouraged ADB to maintain its focus on quality. Some donors noted that the 
review of the graduation policy should reflect the different situation in different countries. In 
developing Strategy 2030, some donors encouraged ADB to consult widely with external 
experts and stakeholders.  

 
J. Closing Session 

24. The third ADF 12 replenishment meeting, focused on pledging, will be held on 1 May 
2016 on the sidelines of the 2016 Annual Meeting in Frankfurt, Germany.  
 
25. In his closing remarks, Mr. Rajan Khanal, Revenue Secretary of the Ministry of Finance 
for Nepal, thanked the participants for holding the meeting in Nepal on behalf of the 
government. He highlighted the strong contributions the ADF has made to development in 
Nepal. He welcomed the ADF-OCR merger, which would provide higher assistance levels in the 
future.  
 


