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PROJECT AT A GLANCE
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This document must only be generated in eOps. 12032021154802088520 Generated Date: 15-Mar-2021 17:05:01 PM

1. Basic Data Project Number: 55051-002
Project Name Regional Financing Facility Department/Division PARD/PAEN
Country REG (FSM, KIR, RMI, SAM, SOL, TUV, 

VAN)
Executing Agency Department of Finance 

and Administration 
(FSM), Ministry of 
Finance & Economic 
Management (VAN), 
Ministry of Finance 
(SAM), Ministry of 
Finance (SOL), Ministry 
of Finance (TUV), 
Ministry of Finance and 
Economic Development 
(KIR), Ministry of 
Finance, Banking and 
Postal Services (RMI)

Recipient Regional

Country Economic 
Indicators

https://www.adb.org/Documents/LinkedDocs/
?id=55051-002-CEI

Portfolio at a Glance https://www.adb.org/Documents/LinkedDocs/
?id=55051-002-PortAtaGlance

2. Sector Subsector(s)      ADB Financing ($ million)
Energy Energy sector development and institutional reform 5.00

Finance Inclusive finance 5.00

Total 10.00

3. Operational Priorities Climate Change Information
Addressing remaining poverty and reducing inequalities

Accelerating progress in gender equality

Tackling climate change, building climate and disaster resilience, and 
enhancing environmental sustainability
Fostering regional cooperation and integration

GHG reductions (tons per annum) 5,600.000
Climate Change impact on the 
Project

Medium

ADB Financing

Adaptation ($ million) 8.50

Mitigation ($ million) 1.50

Cofinancing

Adaptation ($ million) 3.40

Mitigation ($ million) 0.60

Sustainable Development Goals Gender Equity and Mainstreaming
SDG 1.4
SDG 5.a
SDG 8.10
SDG 9.1
SDG 10.4
SDG 12.2
SDG 13.a

Effective gender mainstreaming (EGM)

Poverty Targeting
Geographic Targeting

Household Targeting

4. Risk Categorization: Low
.

5. Safeguard Categorization Environment: FI-C   Involuntary Resettlement: FI-C   Indigenous Peoples: FI-C

.

6. Financing

Modality and Sources Amount ($ million)

ADB 10.00

     Sovereign Multiproject grant: Asian Development Fund 10.00

Cofinancing 4.00

     To be determined - Multiproject grant (Full ADB Administration) 4.00

Counterpart 1.00

     Government 1.00

Total 15.00

Currency of ADB Financing: US Dollar 
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I. THE PROJECT 
 

1. The Asian Development Bank (ADB) seeks to establish a regional facility to provide grants to 
participating Pacific developing member countries (DMCs)1 which will finance affordable clean energy 
financial intermediation loans for poor, low-income, and women borrowers. The grant facility (the 
Facility) of $15 million will finance clean energy projects in participating Pacific DMCs to be 
implemented by Pacific state-owned development banks (PSDBs). The project is consistent with the 
objectives of ADB’s proposed Pacific Approach of expanding ADB’s operations in climate change and 
disaster risk management; and mobilizing more financing for the Pacific region and promoting 
innovative solutions to strengthen disaster preparedness, address vulnerability, and build resilience.2   
 

A. Rationale 
 

2. Background. Pacific DMCs share similar development challenges, including small 
populations, limited resources, remoteness, susceptibility to disasters, and vulnerability to external 
shocks. They have recognized the need to shift power generation from diesel to renewable energy 
and all have ambitious national renewable energy targets, in some cases up to 100% by 2025. These 
countries face unique capacity constraints in achieving such goals given the small size of their 
economies and financial position of power utilities. Public funding is chronically tightened for energy 
and mostly competing with prioritized social assistance programs. With perceived market risks and 
structural obstacles, private sector financing is also inadequate to support transition to renewable 
energy.     
 

3. Pacific DMCs are most severely affected by disasters globally. The region is experiencing 
increased frequency and severity of extreme weather events, along with new threats such as sea-
level rise. Energy plays a critical role in supporting the survival and recovery of communities, 
infrastructure, and economies when disasters occur. However, given its centralized network and 
concentration of supply, energy infrastructure in the Pacific is highly vulnerable to extreme weather 
events, geophysical hazards and climate variables including tropical cyclones, earthquakes, and sea 
level rise. ADB estimates that an additional $3 billion investment is required per year to climate proof 
the power sector in Asia and the Pacific between 2016–2030.3 Where adequately designed, installed, 
and maintained, renewable energy can play a key role in enhancing the resilience of small islands by 
reducing the vulnerability of energy supply.4 

 

4. Scarcity of capital for energy. Renewable energy remains under-exploited mainly due to 
higher upfront capital costs, limited competition, and private capital mobilization. Controlled by state-
owned utilities, the energy sector is underfunded with chronic liquidity deficits and limited financing 
for renewable energy and energy efficiency projects. With limited borrowing capacities, Pacific DMCs 
heavily rely on concessional finance for capital intensive energy projects. 5  However, with poor 
regulation and below cost recovery tariffs, concessional financing has not been fully employed to 
leverage private sector participation in renewable energy development.6 Most renewable energy 
systems are more cost-effective than fossil fuel generation, but life-cycle cost accounting is not 
applied for investment decisions by state utilities. To meet energy security objectives as well as 

 
1  The Facility will target Federated States of Micronesia (FSM), Kiribati, Marshall Islands, Samoa, Solomon Islands, Tuvalu, 

and Vanuatu. 
2   The project concept was discussed and agreed with participating Pacific DMCs and proposed for ADB’s Pacific regional 

operations business plan, 2021–2023.  
3   ADB. 2017. Meeting Asia’s Infrastructure Needs. Manila. 
4  Weir and Jumar, 2020. Renewable energy can enhance resilience of small islands. Nat Hazards 104, 2719–2725. 

https://doi.org/10.1007/s11069-020-04266-4  
5  ADB. 2019. A Framework for Addressing the Financing Needs of Small Island Developing States. Paper prepared for the 

first Asian Development Fund 13 (ADF 13) replenishment meeting. Philippines. 5–7 November.  
6  ADB. 2019. Report and Recommendation of the President to the Board of Directors: Pacific Renewable Energy Program. 

Manila.  

https://doi.org/10.1007/s11069-020-04266-4
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achieve mitigation targets under Nationally Determined Contributions as part of Paris Agreement 
commitments, a different approach and innovative financing is required wherein governments 
leverage concessional financing by reducing perceived market risks and barriers in order to 
mainstream investments in clean energy, including retail lending for distributed solar and other energy 
efficiency products. 
 

5. High cost of energy. Pacific DMCs have the highest average cost of energy in the world. 
Countries are highly dependent on imported fossil fuel that contributes nearly 88% of the total power 
generation.7 The share of renewable energy, mostly solar, remains below 10% of energy use and 
results in greater cost uncertainty due to price volatility of imported fuel. The high and unpredictable 
cost of electricity negatively impacts economic growth and livelihood particularly in outer islands of 
Pacific DMCs. The average cost of supply in the Pacific is estimated at $0.34/ kilowatt-hour (kWh) 
which can be significantly reduced if renewable energy is fully developed in the region.8 As per the 
International Renewable Energy Agency’s Global Levelized Cost of Electricity (LCOE) from utility-
scale renewable energy technologies, the global weighted average LCOE for utility scale solar 
photovoltaic projects was about $0.085/kWh. Although LCOE for solar rooftops will be a bit higher 
than this, the cost of generation from solar photovoltaic can be significantly below the overall cost of 
power supply in Pacific DMCs, reducing the dependence on imported fossil fuel. Such a transition 
would also conserve foreign currency reserves of Pacific DMCs and reduce greenhouse emissions. 
 

6. Low access to energy. Access to energy varies in Pacific DMCs from 88% in urban areas 
and 15% in rural or remote areas. The main reasons for the low access rates are: (i) lack of 
government funding for access to power programs; (ii) difficult geography and small, dispersed 
pockets of populations; and (iii) high cost of diesel power generation in outer islands because of 
difficult supply chains and small grid sizes, which provides a disincentive to the power utilities to 
increase customers (where generation and supply costs exceed the tariff). Since there is significant 
unmet demand, people resort to self-generation (small diesel gensets), but they would prefer solar 
photovoltaic systems if affordable financing schemes were available. Lack of access to sustainable 
and affordable power slows economic growth, particularly in the agriculture and hospitality sectors in 
the Pacific. There is significant opportunity to increase access to energy by creating affordable and 
concessional retail loans for purchase of clean energy products including solar photovoltaic systems 
by financial intermediation for communities in outer islands. 
 

7. Energy and poverty. Poverty and energy poverty are strongly interlinked in the Pacific region, 
as heavy reliance on imported fuel for power generation and a corresponding vulnerability to 
fluctuating energy prices has been compounded by outdated power infrastructures, geographical 
dispersion, small economies of scale, and limited generation capacity. This has led ultimately to the 
high cost of energy, partly offset by subsidies, which exacerbate poverty in Pacific DMCs through 
increasing household energy poverty. Household energy poverty in the Pacific is relatively high as 
energy poor households limit electricity use, resulting in lower living standards. 9  Energy poor 
households tend to either spend a high amount of income on energy and limit their needs for nutritious 
food, education, health; or limit using energy to avoid high electricity costs and meet basic needs. 

Thus energy poverty pushes poor households deeper into poverty with the causes of energy poverty 
mainly due to low income of households, overpriced electricity, and limited access to energy.10 
 

8. Lack of clean energy financial intermediation by banks. Most of Pacific DMCs have no, 
or limited, access to commercial banks and financial services. Established by states, PSDBs are 
mandated to provide affordable financing to small and medium-sized enterprises, and to poor and 

 
7  International Renewable Energy Agency. 2019. Solar Rooftop Financing in the Pacific Islands. Abu Dhabi. 
8  Pacific Power Association. 2019. Pacific Power Utilities Benchmarking Report, 2018 Fiscal Year. Suva. 
9  World Bank. 2017. World Bank Policy Research Paper. Washington D.C.  
10  United Nations Development Programme. 2014. The State of Human Development in the Pacific: A report on vulnerability 

and exclusion in a time of rapid change. Suva. 
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low-income borrowers. PSDBs are operated independently with oversight by an appointed Boards of 
Directors and development priorities set by governments.11 Although renewable energy and energy 
efficiency financing are part of PSDBs’ targets, however, banks’ lending for clean energy products is 
fragmented and funded externally by development agencies on a pilot basis. With insufficient funding, 
PSDBs clean energy loans represent less than 1% of total portfolio. Furthermore, with the coronavirus 
disease (COVID-19) pandemic and adverse impact on economies, PSDBs’ lending has pivoted on 
government-sponsored social protection programs and assistance to poor and low-income 
households with no capital available for clean energy loans.     
 

9. Low access to renewable energy financing for women. All Pacific DMCs have national 
gender equality policies with common commitments to mainstream gender across government 
activities, and several policies include explicit reference to improving women's economic 
empowerment (livelihood and self-employment). Implementation of these commitments is not 
widespread across the Pacific and confined principally to social sectors. In remote areas and outer 
islands, females and female-headed households are further disadvantaged in accessing loans, as 
many rural women are occupied in informal self-employed activities (such as in food, agriculture, and 
trade). With lower income levels, women face higher collateral requirements for obtaining loans. 
Enabling women borrowers’ access to clean energy loans will substantially improve quality of life, 
particularly in remote areas and outer islands. This is relevant also for homebound and small 
businesswomen entrepreneurs (prevalent in rural areas) located at the “survival-oriented income 
generation” because of the informal and/or irregular nature of their income and their higher credit risk 
categorization.12 
 

10. Lack of incentives for energy efficiency. With high retail energy prices, the electricity tariffs 
in the Pacific are among the highest in the world and retail tariffs are set below the cost of supply in 
some countries. Average household consumption is about 250 kWh–300 kWh of electricity per month 
and energy is about 22% of disposable household incomes in the Pacific.13 Households have a range 
of energy saving options, however, anecdotal evidence in the Pacific shows that people tend to 
purchase appliances that have the lowest price without considering energy consumption and 
operational costs. Over half of Pacific households use electricity for their primary means of cooking 
with obsolete home appliances. Women are usually responsible for household appliances once they 
are purchased so they would be key stakeholders to increase efficiency. With limited access to credit, 
households have modest or no incentives to replace old and inefficient appliances or to retrofit homes 
for improved energy efficiency. 
 

11. Demand analysis. The project is built upon strong Pacific DMCs commitment to create a 
conducive environment to enable clean energy financing to address concerns on (i) insufficient 
financing for energy infrastructure under ongoing and future renewable energy strategies and 
programs, and (ii) unmet demand among poor, low-income and women borrowers for concessional 
loans, in particular in the remote areas and outer islands to finance sustainable energy sources. 
A preliminary indicative pipeline from the PSDBs indicates a demand for approximately $15 million 
for 2022–2027. Demand survey will be completed to ascertain sufficient market size under proposed 
financing based on (i) affordability, (ii) accessibility, and (iii) efficiency by borrowers. From the 
suppliers’ side, Pacific DMCs have established links with key private sector renewable energy 
companies with a track record to provide clean energy products, including solar photovoltaic systems 
installation and maintenance.  
 

 
11  ADB. 2019. Finding Balance 2019: Benchmarking the Performance of State-Owned Banks in the Pacific. Manila. 

http://dx.doi.org/10.22617/TCS190360-2 
12  N. Kabeer. 2012. “Women’s economic empowerment and inclusive growth: labour markets and enterprise development”, 

SIG Working Paper. p. 24 
13  Pacific Power Association. 2020. Pacific Power Utilities Benchmarking Report, 2019 Fiscal Year. Suva.  

http://dx.doi.org/10.22617/TCS190360-2
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B. Proposed Solutions 
 

12. The project will be aligned with the following impact: regional energy security in the Pacific 
region improved consistent with the draft Framework for Action on Energy Security in the Pacific 
(2020–-2030).14 The outcome will be consumers’ energy expenditures reduced. The outputs of the 
project will be (i) disaster resilient clean energy financing for eligible borrowers made available, 
(ii) accessibility to disaster resilient clean energy loans for eligible women borrowers improved 
increased and (iii) capacity and awareness of stakeholders on climate and disaster resilient clean 
energy solutions increased. An indicative outline of projects, including anticipated year of approval 
and scope is presented in Appendix 4.  
 

13. The Facility to be approved by ADB Board of Directors will finance a series of individual small-
value financial intermediation projects in Pacific DMCs. While the ADB funding will be provided on a 
grant basis to participating Pacific DMCs for each project under the Facility wherein the DMC will re-
lend the grant to its PSDB at concessional (zero) interest rate, and the PSDB will then onlend to 
beneficiaries in the form of financial intermediation loans with a margin for the cost of administration 
and credit risk premium.15 PSDBs’ eligibility criteria will conform to ADB’s policy requirements for 
financial intermediation. PSDBs will use the proceeds from the ADB financial intermediation to provide 
affordable loans for sub-borrowers for the acquisition of clean energy products including rooftop solar 
photovoltaic systems, energy efficient home appliances and others. The maturity of these sub-loans 
will be set at a level that ensures that the customer’s savings on energy will exceed the loan payments 
to the PSDB, thus providing a net economic benefit to the end customer. All sub-loans repayments 
received by a PSDB will be returned to an escrow account established by the Ministry of Finance (or 
equivalent) and will be re-lent to the PSDB, provided that the bank remains financially sound. 
This approach will ensure sustainability of the Facility for potential co-financing by other development 
partners for any of eligible Pacific DMCs at any time in future.16 
 

14. ADB’s value addition. The project supports the operational priorities of ADB’s Strategy 2030 
by: (i) addressing remaining poverty and reducing inequalities; (ii) accelerating progress in gender 
equality; (iii) tackling climate change, building climate and disaster resilience, and enhancing 
environmental sustainability; and (iv) fostering regional cooperation and integration. It will contribute 
to Sustainable Development Goal 7: ensuring access to affordable, reliable, sustainable, and modern 
energy for all. The project is in line with the objectives of ADB’s 2009 Energy Policy17 to promote 
renewable energy. The project complements ADB’s assistance in Pacific in energy and financial 
sectors (appendix 5).   
 

15. Under the Facility, ADB Management will approve grants to the Pacific DMCs for projects 
which meet the eligibility criteria set in Appendix 6. The Facility is consistent with the objective of the 
Pacific Approach of promoting more flexibility in processing and implementing projects in the Pacific, 
and as envisaged under ADB’s Enhancing Operational Efficiency of the Asian Development Bank.18

 

 
14  Pacific Centre for Renewable Energy and Energy Efficiency. 2020. Draft Business Plan for the Pacific Centre for 

Renewable Energy and Energy Efficiency (PCREEE) 2020–2030. Nuku'alofa.  
https://www.pcreee.org/document/pacific-centre-renewable-energy-and-energy-efficiency-pcreee-draft-business-plan-
2020-2030  

15  With the Facility’s grant funding, the PSDBs may choose to default on its obligations and rely on the backstop support 
by governments. Structured in the form of a loss risk-sharing cushion, the Facility complies with para. 18 of Operations 
Manual D6/BP on Financial Intermediation Loans that financial intermediaries’ onlending rates for sub-borrowers should 
be market-based and where there is no market-determined rate, onlending rates should be adequate to cover all costs 
and risks associated with onlending. It is also consistent with ADB’s policy on relending of ADF assistance for 
beneficiaries which are commercially operated public corporations (such as PSDBs), that relending is generally to be on 
terms harder than those of the ADF financing (ADB. 1980. Lending and Relending Policies. Manila). 

16  The ADB project will support PSDB with required due diligence and assistance to explore commercial cofinancing 
including from ADB’s Private Sector Operations Department.   

17  ADB. 2009. Energy Policy 2009. Manila. 
18  ADB. 2015. Enhancing Operational Efficiency of the Asian Development Bank. Manila. 

https://www.pcreee.org/document/pacific-centre-renewable-energy-and-energy-efficiency-pcreee-draft-business-plan-2020-2030
https://www.pcreee.org/document/pacific-centre-renewable-energy-and-energy-efficiency-pcreee-draft-business-plan-2020-2030
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The Facility will streamline the approval procedure and enhance ADB’s ability to process small value 
projects in the Pacific states faster with less transaction costs. The facility will complement ADB 
assistance in the Pacific in energy and banking sectors (Appendix 5) and create benefits for Pacific 
DMCs (Table 1). 
  

Table 1: Summary of Key Features and Benefits of Proposed Facility 
Key Features Summary  
Unlocking 
private finance 
for clean energy  

PSDBs are dependent on public funding for lending operations. With completed due diligence and 
successful track records, PSDBs would be able to expand lending for clean energy projects seeking 
additional and cofinancing opportunities. The project will also explore potential for credit 
enhancement to unlock private capital for PSDBs clean energy lending.     

Enhanced 
regional 
cooperation 

The Facility will promote regional cooperation, as lessons learned, and experience gained in one 
Pacific DMC can be easily transferred to the other. For example, the pricing and risk of clean energy 
loans to poor and low-income households can be reduced considerably by standardization of sub-
loans (financing terms and conditions) and borrowers’ appraisal procedures for all participating 
PSDBs. The project will also explore potential for a “shared service” approach in creating capacity 
building and training for PSDBs through regional programs funded by ADB and other development 
partners. 

Complementarity The Facility targets consumer-side retail transactions (sub-loans for communities, poor and low-
income households, women borrowers), which will effectively complement wholesale RE generation 
by ADB’s other regional facilities. The Facility will be also integrated into ongoing and planned 
technical assistance programs by ADB in the Pacific.      

ADB = Asian Development Bank, DMC = developing member country, PSDB = Pacific state-owned development banks RE 
= renewable energy. 
Source: Asian Development Bank. 

 
C. Proposed Financing Plans and Modality 
 

16. The proposed Facility from ADB to PSDBs will help banks to address the unmet demand 
among poor and low-income households and women borrowers for affordable clean energy financing 
needs. The overall cost of the Facility is estimated at $15 million equivalent to be financed by ADB’s 
special fund resources (Asian Development Fund [ADF]) ($10 million), cofinanciers ($4 million), and 
the governments ($1 million). An indicative financing plan is summarized in Table 2. 
 

Table 2: Indicative Financing Plan 
 Amount 

($ million) 
Share of Total 

(%) Source 
Asian Development Bank (ADF grant)  10.0 66.7 
Cofinancier (grant)a 4.0 26.7 
Government 1.0 6.6 

Total 15.0 100.0 
ADF = Asian Development Fund. 
a  Cofinancing will be determined and confirmed during due diligence stage.  
Source: Asian Development Bank estimates. 

 

17. Climate mitigation is estimated to cost $2.10 million and climate adaptation is estimated to 
cost $11.90 million. ADB will finance 15% of mitigation costs and 85% of adaptation costs. 
The project’s carbon dioxide reductions are estimated at 5,600 tons carbon dioxide-equivalent per 
year. Adaptation costs are associated with capacity building and repair of climate-resilient roof 
structures for solar photovoltaic systems installation. 
 

D. Implementation Arrangements 
 

Table 3: Indicative Implementation Arrangements 
Aspects Arrangements 
Indicative implementation period April 2022– March 2027 
Indicative completion date September 2027 
Management 
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(i) Executing agencies Ministries of Finance of the Federated States of Micronesia, Kiribati, 
the Marshall Islands, Samoa, Solomon Islands, Tuvalu, and Vanuatu  

(ii) Key implementing agencies Federated States of Micronesia Development Bank 
Development Bank of Kiribati  
Marshall Islands Development Bank 
Development Bank of Samoa 
Development Bank of Solomon Islands 
Development Bank of Tuvalu 
Vanuatu National Green Energy Fund  

Source: Asian Development Bank estimates. 

 

18. A facility support unit will be established in ADB to support the implementation of the Facility. 
Project implementation units (PIUs) will also be set up within the implementing agencies in each 
participating Pacific DMCs. The facility support unit will: (i) support the national PIUs, including 
sharing of lessons learnt between PIUs; (ii) monitor and report on processing and implementation 
progress; and (iii) support participating PSDBs’ capacity building and trainings.  
 

II. PROJECT PREPARATION AND READINESS 
 
19. The Facility will be accompanied by a regional transactional technical assistance to be 
financed by the Clean Energy Fund19  through the Clean Energy Financing Partnership Facility 
($400,000), administered by ADB, the Regional Cooperation and Integration Fund20 ($400,000),21 
and the Technical Assistance Special Fund (TASF 7) ($200,000). The regional transactional technical 
assistance will finance: (i) preparation of the Facility; (ii) project preparation of the Facility’s first two 
projects (Kiribati and the Federated States of Micronesia); and (iii) PSDB implementation support in 
the areas of risk, internal audit, compliance, and establishing a performance tracking system. ADB will 
engage the consultants following the ADB Procurement Policy (2017, as amended from time to time) 
and its associated staff instructions. Survey and other support services will be carried out by the 
consultant following the ADB Procurement Policy and Procurement Regulations for ADB Borrowers 
(2017, as amended from time to time) and its associated staff instructions and/or project 
administration instructions. 
 

20. Project preparatory activities are expected to be carried out by ADB staff. The project will not 
involve any retroactive financing. 
 

III. DELIBERATIVE AND DECISION-MAKING ITEMS 
 

A. Risk Categorization 
 

21. The project risk is categorized as “low” because: (i) the total amount of ADB financing 
($10 million) does not exceed $50 million; (ii) the executing and implementing agencies have 
sufficient experience with implementing externally financed projects that will be verified during due 
diligence; (iii) safeguard categorization is expected to be FI-C;22 and (iv) no significant integrity 
concern, climate risk, waiver of applicable policy, or high-level technology.  
 

B. Project Procurement Risk 
 

22. PSDBs follow national procurement legislation and the Ministry of Finance will monitor and 
cause the banks to monitor compliance with ADB’s procurement requirements applicable to financial 

 
19  Financing partners are the governments of Australia, Norway, Spain, Sweden, and the United Kingdom. 
20  Established by ADB. Financing partner: Government of Japan. 
21  Awaiting confirmation of funding from the Clean Energy Fund and Regional Cooperation and Integration Fund, which is 

expected to be provided by the second quarter of 2021. 
22  PSDBs will comply with national energy efficiency, disaster resilience, social and environmental requirements. 

The provision of this critical transaction guidance as such will pose no adverse social impacts or environmental risks. 
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intermediation operations. The Ministry of Finance will require PSDBs to ensure that prices are 
reasonable and relevant factors—time of delivery, efficiency, reliability, and suitability for the sub-
project—are considered for procuring goods and services to be financed by sub-loans. Specific 
procurement risk will be assessed further in the context of each project prepared under the Facility. 
 
C. Scope of Due Diligence 
 

Table 4: Scope of Due Diligence 
Due Diligence Output To Be Undertaken By 
Economic analysis TA 
Preparation of cost estimate and financing plan Staff 
Financial reporting, auditing, and funds flow arrangements Staff 
Financial management assessment, financial evaluation, and financial analysis TA 
Gender analysis, collection of baseline data, and gender action plan TA 
Safeguard screening and categorization results TA 
Poverty and social assessment (to be reflected in the summary poverty 
reduction and social strategy) 

TA 

IDD and/or AML/CFT checklists Staff 
Project administration manual Staff 
Risk assessment and management plan Staff 
Safeguard documents on the environment, involuntary resettlement, and/or 
indigenous peoples 

TA, Staff 

Attached TA Staff 
AML/CFT = anti-money laundering/combating the financing of terrorism, IDD = integrity due diligence, TA = technical 
assistance. 
Source: Asian Development Bank estimates. 

 

D. Processing Schedule and Sector  
 

Table 5: Processing Schedule by Milestone 
Milestones Expected Completion Date 
1. Concept Paper Approval  31 March 2021 
2. Project Fact Finding  15 October 2021 
3. Informal Board Seminar  30 November 2021 
4. Management Review Meeting  15 December 2021 
5. Financing Facility Approval by the Board  31 January 2022 

Source: Asian Development Bank estimates.  

 

E. Key Processing Issues and Mitigation Measures 
 

Table 6: Issues, Approaches, and Mitigation Measures 
 

Key Processing 
Issues 

Proposed Approaches and/or Mitigation Measures 

1. New regional 
facility   

The Facility using FI modality is new to ADB. There is a risk of ADB Management not endorsing 
or the ADB Board of Directors not approving the proposal. In such case, the projects will be 
processed individually at the country level using standard approval procedures as per relevant 
ADB guidelines. 

2. Delays with co-
financing  

The proposed financing includes co-financing with potential delay risk. Cofinancing will be 
discussed and confirmed during due diligence stage.  

3. Grid upgrade 
requirement 

Investments in some Pacific DMCs will require grid upgrade to integrate an increased 
intermittent renewable energy. Grid stability and integration studies will be required. 

ADB = Asian Development Bank, DMC = developing member country, FI = financial intermediation. 
Source: Asian Development Bank estimates.  
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PRELIMINARY DESIGN AND MONITORING FRAMEWORK 
 

Impact(s) the Project is Aligned with: 

Regional energy security in the Pacific improved (Draft Framework for Action on Energy Security in the 
Pacific, 2020–2030) a 

 

Results Chain Performance Indicators 

Data Sources and 
Reporting 

Mechanisms 
Risks and Critical 

Assumptions 
Outcome    
Consumers’ energy 
expenditures 
reduced 

a. Households’ expense on 
electricity reduced to XX% of 
disposable income by 2027 
(2020 baseline: XX%) 
(OP 1.3) 

a, b. National PIU 
Annual Reports based 
on country’s surveys  

R: Macroeconomic 
conditions 
deteriorate and 
bankable  
projects decrease. 

 b. Greenhouse gas emissions 
reduced by at least 5,600 
tCO2/year by 2027 

(2020 baseline: XXXX tCO2) 
(OP 3.1) 

 

Outputs    
1. Disaster resilient 
clean energy 
financing for eligible 
borrowers made 
available 

1a. Gender responsiveb clean 
energy financing 
operationalized by participating 
Pacific DMCs by 2022 (2021 
baseline: not applicable) 
(OP 1.3.2) 

1a. MOFs confirmation 
letter 

R: Pacific banks’ ability 
to develop affordable 
finance for eligible 
customers is not 
sustained. 
 

 

 

 

 

1b. [5] MW equivalent clean 
and disaster resilient energy 
lending commissioned in 7 
Pacific DMCs by 2027 
(2020 baseline: 0) 
(OP 3.1.3 or 3.3.1) 
 

1b. TA consultant final 
report 

2. Accessibility to 
disaster resilient 
clean energy loans 
for eligible women 
borrowers improved 

2a. PSDBs adopt gender 
inclusivec lending policy by 
2023 
(2021 baseline: not applicable) 
(OP 2.1.2) 
 

2a. TA consultant final 
report 

 
 
 
 
 
 
 
3. Capacity and 
awareness of 
stakeholders on 
climate and disaster 
resilient clean 
energy solutions 
increased 

2b. At least 20% of loans 
funded by ADB and disbursed 
by PSDBs to women borrowers 
by 2023 
(2020 baseline: 0%) 
(OP 2.1.2) 
 

3a. PSDBs engage CSOs to 
conduct at least 2 nationwide 
public awareness campaigns 
and 2 workshops on clean 
energy products for low-income 
households and women by 
2022  

2b. TA consultant final 
report 
 
 
 
 
 
3a. Completion reports 
for workshops and 
awareness campaigns 
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Results Chain Performance Indicators 

Data Sources and 
Reporting 

Mechanisms 
Risks and Critical 

Assumptions 
(2020 baseline: 0) 

(OP 2.2) 

 

3b. By 2025, XX trained women 
demonstrate improved skills on 
the installation, operation, and 
maintenance of clean energy 
products (2020 baseline: 0) 

 
 
 
 
3b. TA consultant final 
report 

 

Key Activities with Milestones 

1. Disaster resilient clean energy financing for eligible borrowers made available  

1.1 DRCEF Facility created and operationalized by participating Pacific DMCs within 3 months of individual 
project effectiveness.  
2. Accessibility to disaster resilient clean energy loans for eligible women borrowers improved 

2.1 PSDBs develop at least one lending product exclusively targeted at women borrowers (by Jan 2024). 
2.2 PSDBs adopt a gender inclusive lending policy (by Jan 2024). 
 

3. Capacity and awareness of stakeholders increased  

3.1 PSDBs engage CSOs to conduct at least 2 nationwide public awareness campaigns and 2 workshops 
on climate and disaster resilient clean energy solutions for low-income households and women within 
9 months of individual project effectiveness.  
Inputs 

ADB: $10 million grant 

Government: $1 million  

Other Cofinancier: $4 million  

ADB = Asian Development Bank, CSO = civil society organization, DMC = developing member country, DMF = design 
and monitoring framework, DRCEF = disaster resilient clean energy financing, MOF = Ministry of Finance, O&M = 
operation and maintenance, OP = operational priority, PSDB = Pacific state-owned development bank, PIU = project 
implementation unit, TA = technical assistance, tCO2 = total carbon dioxide. 
a The draft Framework for Energy Security and Resilience in the Pacific 2021–2030. 
b.  This includes financing to meet the needs of women and may include quotas for women borrowers, financing to 

specifically support women to reduce time poverty and drudgery and to support women’s entrepreneurship 
opportunities.  

c  This may include gender training to PSDBs and dedicated policies and outreach to improve women’s access to 
finance. 

Contribution to Strategy 2030 Operational Priorities: 
In the RRP, the expected values and methodological details for all OP indicators to which this operation will contribute 
results will be detailed in the Contribution to Strategy 2030 Operational Priorities linked document. In addition to the 
OP indicators tagged in the DMF, this operation will contribute results for: 
OP 1.2: Jobs generated (number) 
OP 1.2.2:  Models for business development and financing established or improved (number) 
OP 2.1: Skilled jobs for women generated (number) 
OP2.1.3 Women-owned or led small and medium-sized enterprises (SME) loan accounts opened or women-owned or 
led SME end borrowers reached (number) 
OP2.4.1 Time-saving or gender-responsive infrastructure assets and/or services established or improved (number) 
OP 3.3: People benefiting from strengthened environmental sustainability (number) 
OP 7.3: Regional public goods initiatives successfully reducing cross-border environmental or health risks, or providing 
regional access to education services (number) 
7.3.1: Measures to improve shared capacity of DMCs to mitigate or adapt to climate change supported in 
implementation (number) 
Source: Asian Development Bank estimates. 



10 Appendix 2 

 

MULTISECTOR ASSESSMENT (SUMMARY) 
 

A. Summary of Energy Sector  
 
1. Federated States of Micronesia Development Bank. The Federated States of 
Micronesia (FSM) has no fossil fuel resources but enjoys good solar and biomass resources, with 
some wind in Yap and hydro in Pohnpei. In 2014, 86% of gross energy supply was met from 
imported petroleum (for transport and electricity generation) and 14% from biomass (for cooking). 
This high dependency on imported fossil fuels has been reduced, as the portion of electricity 
generation coming from renewable resources increased to 9% in 2018. Each state has a state-
owned utility for power, water, and wastewater. The utility power divisions are vertically 
integrated—responsible for generation, transmission, distribution, and supply. Each state sets its 
own regulations and tariffs. Utilities have good collection rates for billed electricity, with all 
residential customers in Chuuk and Kosrae on prepaid meters. The Pohnpei and Yap utilities are 
currently installing prepaid meters for their residential customers. However, the financial 
performance of FSM utilities is poor because the cost of generation (mainly diesel) is high; income 
from electric sales is used to cross-subsidize water customers; and electric tariffs, while high, are 
not set for full cost recovery. The quality of the electricity supply is mixed: although installed diesel 
capacity comfortably exceeds peak demand, generator availability is low; this is a particular 
problem in Pohnpei where load shedding occurs regularly. FSM enjoys almost universal access 
to electricity, except for Chuuk (with a highly dispersed population accounting for 47% of FSM’s 
total population) where the electrification rate is 27%. Key electric utility data are in Table A21.  
 

Table A2: Federated States of Micronesia Key Utility Electric Data 

State Utility Population 
(‘000) 

Customers 
(‘000) 

Diesel 
(MW) 

RE 
(kW) 

Peak 
Load 
(MW) 

Electrification 
Rate (%) 

RE 
(%) 

Base 
Residential 

Tariff ($) 
Chuuk  CPUC  48  1.5  8  250 PV  2.7  27  3  0.47  

Kosrae  KUA  7  1.8  6  345 PV  1.2  95  8  0.43  

Pohnpei  PUC  36  7.3  13  725 Hydro  
980 PV  

6.6  95  7  0.53  

Yap  YSPSC  11  2.1  6  825 Wind  
500 PV  

2.3  87  19  0.42  

Total  103     62 9  

CPUC = Chuuk Public Utility Corporation, Hydro = hydrogen power, KUA = Kosrae Utility Authority, kW = kilowatt, MW 
= megawatt, PUC = Pohnpei Utility Corporation, PV = photovoltaic, RE = renewable energy, wind = wind power, YSPSC 
= Yap State Public Services Corporation.  
Sources: Government of the Federated States of Micronesia and consultant reports. 
 

2. Kiribati. Kiribati’s energy consumption, dominated by imported fossil fuels (52%) and local 
coconut oil (42%), has been steadily increasing over the last few years. The residential sector is 
the largest consumer of energy, followed by land transport. As of 2016, electricity makes up only 
3% of household energy consumption; more than 95% of household energy consumption comes 
from biomass in the form of coconut oil and palm oil residue (77%), fuel wood and wood waste 
(10%), and petroleum products in the form of kerosene (5%) and petroleum (5%). Most people 
rely on wood and kerosene for cooking and boiling water. The Public Utility Board (PUB) operates 
several diesel generators totaling 5.45 megawatt (MW) and recently completed grid-connected 
solar photovoltaic systems totaling 1.56 MW; these generation assets supply annual peak 
demand close to 6 MW. The solar systems account for 22% of installed capacity but supply only 
around 9% of demand on South Tarawa; with diesel supplying 91%. Kiribati’s outer islands are 
served largely with solar home systems, and Kiritimati island, the second largest load center (1.65 
gigawatt-hour in 2016), has a separate power system not managed by the PUB. The average 
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cost of electricity generation is $0.395 per kilowatt-hour (kWh) versus the regional average of 
$0.320 per kWh.1 In 2017–2018, PUB introduced (i) an inverted block tariff structure for residential 
customers, which effectively provided a financial incentive for customers to consume electricity 
wisely; and (ii) a tariff equivalent to a lifeline or low-income tariff.2 In 2018–2019, the estimated 
losses from electricity were about $338,000 (Australian $500,000), increasing at about 8% over 
2017. The main reasons for losses in electricity revenues are below-cost recovery tariffs and the 
subsidies provided to the water operations. While grid-connected solar power is the least-cost 
renewable energy option for South Tarawa and there is significant resource potential of 554 MW, 
deployment has been limited due to lack of energy storage to manage intermittency and transfer 
load to supply nighttime demand, grid instability, weak institutional capacity and regulatory 
framework, affordability concerns, limited financing, and reliance on development partner funding. 
Despite the potential for revenue generation from the high electricity costs, there are no 
independent power producers in Kiribati. Barriers to private sector investment include (i) lack of 
an enabling policy and regulatory framework, (ii) creditworthiness of the PUB as an off-taker, 
(iii) lack of bankable projects, and (iv) small transaction sizes.3 
 
B. Financial (Banking) Sector  
 
3. Regional overview. The commercial banks in the Pacific developing member countries 
tend to be very risk-averse with their lending approach, focusing on higher-income segments and 
large enterprises, or sometimes lending outside their country of incorporation. On the other hand, 
development banks in the region are more likely to lend to small-and medium-sized enterprises, 
low-income households, local citizens, and private sector entities, so their role in financial 
intermediation is particularly important. While interest rates of commercial banks are not 
especially high, the Pacific state-owned development banks tend to offer lower interest rates on 
average, transferring more benefits to their borrowers. The development banks generally have 
very high capital adequacy levels, high profitability in recent years (with some exceptions), and 
poor portfolio quality as evidenced by non-performing loans ratios in the range of 10% to 20%. 
The poor portfolio quality should be viewed in the recent context of the coronavirus disease 
(COVID-19) pandemic and in the long-term context of the banks’ missions to support lower-
income, higher-risk customers that would be less likely to receive a commercial bank loan. 
Banking supervision can be described as light relative to what is observed in larger developing 
member countries throughout Asia, and the development banks in particular face minimal 
prudential requirements and very relaxed supervision by the finance ministries. It is noteworthy 
that most development banks do not accept deposits, either due to a legal prohibition or 
voluntarily, so they are dependent on governments’ capital injections. Because most staff 
members of development banks have not been exposed to international banking best practices 
as observed in larger markets, capacity-building and training efforts will be impactful in addressing 
credit and risk management, internal audit and disclosure.   
 
4. Federated States of Micronesia. The FSM Development Bank is among the strongest 
performers among the Pacific island development banks studied for this project. It has generated 
consistently strong profits in recent years. The loan portfolio is reasonably well diversified by 
segment and industry considering the small size of the economy. The policy frameworks and 

 
1  Pacific Power Association. 2018. Utilities Benchmarking Report, 2017 Fiscal Year. Suva. This report indicates that 

the average supply costs across Pacific utilities is $0.320 per kWh compared to $0.395 per kWh for South Tarawa.   
2  Kiribati’s per capita gross domestic product of $1,625 is the lowest in the Pacific region. The limited economic growth, 

and lately the impact of the coronavirus disease (COVID-19) pandemic, make it more difficult for the customers to 
absorb utility costs and affects their capacity to pay.   

3  The Asian Development Bank’s (ADB) Private Sector Development Initiative supports reforms to expand private 
sector opportunities in Kiribati.   
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documents are relatively comprehensive and cover all critical areas of importance. Liquidity is 
very high, since the bank has minimal obligations relative to its asset base. The bank has 
experience with energy efficiency loans and has experience borrowing from international 
development banks and international commercial banks. The bank accounts for about 75% of all 
lending in the country, since the two local banks are not very active in lending to the economy. 
Like most development banks in the region, portfolio quality has been weak recently, and loan 
loss reserves are somewhat low compared to non-performing loans, issues that can be partially 
addressed through covenants to the loan agreements.  

5. Kiribati. The Development Bank of Kiribati (DBK) has a number of positive qualities that 
make it a suitable potential partner for the Asian Development Bank (ADB). Profitability has been 
very high in recent years and capital adequacy is excellent. In terms of governance, many of the 
directors have private sector experience, which is unusual for state-owned banks in the region. 
The bank’s borrowing history includes loans from multilateral development banks, and the bank 
is committed to clean energy lending, having developed an energy efficiency product that will be 
launched soon. The bank’s staff is extremely stable, with almost no turnover in recent years both 
among the employees and senior managers. Technical assistance from ADB to develop and 
implement new risk management policies and update credit policies and loan products has the 
potential to boost the bank’s performance and risk capabilities further. Although portfolio quality 
was weak in 2020, the COVID-19 pandemic is having a less severe impact on the Development 
Bank of Kiribati than on other development banks in the region, which indicates that it may recover 
more quickly. 
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INITIAL POVERTY AND SOCIAL ANALYSIS 
 

Country: Regional  Project Title: Regional Financing Facility for Pacific State-
Owned Banks 

    
Lending/Financing 
Modality: 

Financial Intermediation (F1) Department/ 
Division: 

PARD/PAEN 

    

I. POVERTY IMPACT AND SOCIAL DIMENSIONS 

A. Links to the National Poverty Reduction Strategy and Country Partnership Strategy 

 
The proposed Pacific Regional Financing Facility will support a core development priority of Pacific developing 
member countries (DMCs), which is to increase access to disaster resilient clean energy financing for poor, low-
income, and women beneficiaries. It has the overall objective to mitigate global climate change by working toward 
low-carbon emission development, maximizing energy efficiency, protecting carbon sinks, and minimizing 
greenhouse gas emissions. The program is aligned with the Framework for Resilient Development in the Pacific, 
2017–2030,1 which (i) recognizes that climate change and disaster risks increase the vulnerability of Pacific Island 
people, undermining the sustainable development of the Pacific region; and (ii) provides high-level strategic 
guidance to different stakeholder groups on how to enhance resilience to climate change and disasters, in ways that 
contribute to sustainable development.  
It will support achievement of Sustainable Development Goals (SDGs) 1 (poverty), 5 (gender equality), 7 (affordable 
and clean energy), and 13 (climate action) and is aligned with the Asian Development Bank’s (ADB) Strategy 20302 
to scale up support to address climate change, disaster risks, and enhance environmental sustainability as well as 
accelerate progress in gender equality. The project is also consistent with the objectives of ADB’s proposed Pacific 
Approach (2021-2023), which serves as the operational framework of ADB for the Pacific region and the overall 
country partnership strategy for the 11 smaller Pacific island countries. The Pacific Approach emphasizes the 
importance of expanding ADB work in climate change and disaster risk management (DRM) to mobilize more 
financing for the Pacific region and to introduce innovative solutions to strengthen disaster preparedness, address 
vulnerability, and build resilience. 

B.     Poverty Targeting 

General Intervention Individual or Household (TI-H) Geographic (TI-G) Non-Income MDGs (TI-M1, M2, etc.)
The proposed project is intended to benefit the general public and in particular target low income, vulnerable 
households and women through improved and more effective DRM criteria and targets to reduce and manage 
disaster and climate risks as part of the process for identifying priority infrastructure investments and incentives for 
energy efficiency.  
 

C. Poverty and Social Analysis 

1. Key issues and potential beneficiaries. Pacific DMCs share similar development challenges, including small 
populations, limited resources, remoteness, susceptibility to natural disasters, and vulnerability to external shocks 
such as the coronavirus disease (COVID-19). Poverty in a Pacific setting thus is unique for at its most extreme 
manifestations of absolute poverty and destitution, there are many other ways in which Pacific people can be poor 
or suffer hardship. Indeed, Pacific people can be reasonably well fed and moderately healthy but still live in relative 
poverty and suffer varying degrees of hardship. Incomes in this context may be insufficient to meet food and other 
basic needs, but they may lack access to basic services, to freedom of choice, or to socioeconomic opportunities. 
This “poverty of opportunity” is just as important in defining the extent of relative poverty and hardship in the Pacific 
whereby poverty is generally viewed as hardship due to lack of or poor services like transport, water, energy, primary 
health care, and education. In this context, defining poverty by level of income and gross domestic product might 
not be appropriate in a Pacific setting where most economies include high levels of subsistence production. In fact, 
in the Pacific, poverty is generally viewed as hardship due to inadequate services like transport, water, energy, 
primary health care, and education. The program in this context will benefit the population of Pacific DMCs through 
improved DRM and increased access to clean energy, particularly for the poorer and more vulnerable groups 
(including women) who tend to be more affected by disasters. 

2. Impact channels and expected systemic changes. Pacific DMCs are heavily dependent on imported fossil fuel 
that contribute nearly 88% of the total power generation in the region.3 Public funding is chronically tightened for 

 
1  Pacific Community. 2016. Framework for Resilient Development in the Pacific, 2017–2030. Suva. 
2  ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila. 
3  International Renewable Energy Agency. 2019. Solar Rooftop Financing in the Pacific Islands. Abu Dhabi. 
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energy and mostly competing with prioritized social assistance programs. Private sector financing is also inadequate 
to support transition to renewable energy. Pacific DMCs in this context have no dedicated financing available for 
disaster resilient clean energy or disaster response, early recovery, and reconstruction.  As such, a key government 
development priority is to diversify the existing energy generation mix to include more indigenous, renewable energy 
resources. The program thus is expected to create a conducive environment through participating Pacific state-
owned development banks (PSDBs) and existing public energy utilities to enable disaster resilient clean energy 
financing to address concerns on (i) lack of financing for disaster resilient renewable energy infrastructure, (ii) limited 
capacity and renewable energy sector knowledge by PSDBs, and (iii) low access to renewable energy finance for 
the poor, low-income and in particular female borrowers for longer-term loans to finance preventive measures 
mitigating impact of natural disasters. 

3. Focus of (and resources allocated in) the PPTA or due diligence. Due diligence will look into enhance participating 
PSDBs and the public energy utilities’ abilities to provide affordable financing to low-income and women customers 
for disaster resilient clean energy projects. Assessment will essentially improve the disaster resilient clean energy 
financing criteria for eligible borrowers, as well as improve accessibility to disaster resilient clean energy loans for 
eligible women borrowers. 

4. Specific analysis for policy-based lending. The focus is to provide technical and financial capacity building support 
to (i) PSDBs, primarily in the areas of risk management, internal audit, product compliance, establishing a tracking 
system for performance (borrowers and disbursement) and streamlining of credit processes; and (ii) for Pacific 
energy utilities to develop operations and maintenance services for disaster resilient energy facilities. 

II. GENDER AND DEVELOPMENT 
1. What are the key gender issues in the sector/subsector that are likely to be relevant to this project or program? 

Women borrowers are particularly disadvantaged in accessing finance. Many women (particularly rural women) work 
in the informal sector and/or are self-employed. PSDBs’ lending are mainly geared toward higher-income groups. 
With lower income levels, women face higher collateral requirements for obtaining bank loans. In many cases, the 
requirements for obtaining bank loans are impossible for women (e.g., collateral such as land). This is relevant also 
for homebound and small businesswomen entrepreneurs (prevalent in rural areas) who face challenges in accessing 
finance because of the informal and/or irregular nature of their income and their higher credit risk categorization. 
Women are also disproportionately impacted by lack of affordable and reliable energy. Women in the Pacific face 
high levels of time poverty with the triple burden of caring responsibilities, household responsibilities and community 
responsibilities. This is often coupled with income generation activities, largely in the informal sector. Access to 
affordable and reliable energy reduces time poverty and drudgery by ensuring households have access to time 
saving and energy efficient goods (e.g., cooking devices, refrigerators) whilst also providing opportunities for women 
to increase options for income generation and livelihood activities. Finally, women’s participation in technical and 
decision-making roles in both the financial sector and the energy sector is low.  

2. Does the proposed project or program have the potential to make a contribution to the promotion of gender equity 
and/or empowerment of women by providing women’s access to and use of opportunities, services, resources, 
assets, and participation in decision making? 

 Yes        No    Please explain.  
During due diligence, proactive gender equity measures will be explored in the following areas: (i) targets for women 
borrowers (women in households, women-headed households, and women entrepreneurs); (ii) training for women 
on renewable energy, energy efficiency, and financial literacy; (iii) institutional gender analysis of financial institutions 
to support gender responsive lending as well as to increase women working in senior roles in PSDBs; and 
(iv) technical training for women on installation and/or operations and maintenance of roof-top photovoltaic systems.  
3. Could the proposed project have an adverse impact on women and/or girls or widen gender inequality?a 

  Yes         No     
The project will contribute to improved DRM which will benefit both men and women.    
4. Indicate the intended gender mainstreaming category: 

  GEN (gender equity)          EGM (effective gender mainstreaming)   
  SGE (some gender elements)       NGE (no gender elements) 

 
III. PARTICIPATION AND EMPOWERMENT 

1. Who are the main stakeholders of the project, including beneficiaries and negatively affected people? Identify 
how they will participate in the project design. 

The main stakeholders are the Ministry of Finance of participating Pacific DMCs, participating PSDBs, and the 
Pacific energy utilities responsible for the administration and onlending the proceeds of the ADB grant. The ultimate 
beneficiaries will be the people of participating Pacific DMCs. The project objectives are aligned with the Framework 
for Resilient Development in the Pacific, 2017–2030 and participating Pacific DMCs’ National Strategic Frameworks 
and Development Plans.  
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2. How can the project contribute (in a systemic way) to engaging and empowering stakeholders and beneficiaries, 
particularly, the poor, vulnerable and excluded groups? What issues in the project design require participation of 
the poor and excluded? 

Information will be shared with the public, as appropriate. Consultations with nongovernment organizations, and 
potentially excluded and vulnerable groups will be identified to enable their effective participation in DRM plans and 
clean energy activities. 

3. What are the key, active, and relevant civil society organizations in the project area? What is the level of civil 
society organization participation in the project design?  

  Information generation and sharing H    Consultation  M     Collaboration   L     Partnership  

Civil society organizations will be assessed for their potential to collaborate with PSDBs to conduct public awareness 
campaigns and workshops on clean energy projects for low-income households and women. 

4. Are there issues during project design for which participation of the poor and excluded is important? What are 
they and how shall they be addressed?    Yes         No     

The project design does not require participation of the poor and excluded groups specifically. 

IV. SOCIAL SAFEGUARDS 
A. Involuntary Resettlement Category  A    B    C    FI 

1. Does the project have the potential to involve involuntary land acquisition resulting in physical and economic 
displacement?    Yes         No      

The project will only provide selection criteria for financing, and not involve civil works and result in any involuntary 
resettlement impacts. 

2. What action plan is required to address involuntary resettlement as part of the PPTA or due diligence process? 

 Resettlement plan                    Resettlement framework                     Social impact matrix 

 Environmental and social management system arrangement                     None 

 

B.  Indigenous Peoples Category   A    B    C    FI 

1. Does the proposed project have the potential to directly or indirectly affect the dignity, human rights, livelihood 
systems, or culture of indigenous peoples?         Yes         No    
2. Does it affect the territories or natural and cultural resources indigenous peoples own, use, occupy, or claim, as 
their ancestral domain?    Yes         No     

3. Will the project require broad community support of affected indigenous communities?    Yes     No    
4. What action plan is required to address risks to indigenous peoples as part of the PPTA or due diligence process? 

 Indigenous peoples plan      Indigenous peoples planning framework     Social Impact matrix   
 Environmental and social management system arrangement                      None 

V. OTHER SOCIAL ISSUES AND RISKS 

1. What other social issues and risks should be considered in the project design?  

 Creating decent jobs and employment      Adhering to core labor standards     Labor retrenchment 
 Spread of communicable diseases, including HIV/AIDS     Increase in human trafficking   Affordability 
 Increase in unplanned migration      Increase in vulnerability to natural disasters   Creating political instability  
 Creating internal social conflicts     Others, please specify __________________ 

2. How are these additional social issues and risks going to be addressed in the project design?  

Socio-economic surveys will be conducted with a demand and needs assessment on affordability completed. 

VI. PPTA OR DUE DILIGENCE RESOURCE REQUIREMENT 

1. Do the terms of reference for the PPTA (or other due diligence) contain key information needed to be gathered 
during PPTA or due diligence process to better analyze (i) poverty and social impact; (ii) gender impact, 
(iii) participation dimensions; (iv) social safeguards; and (v) other social risks. Are the relevant specialists identified?  

      Yes                   No       

2. What resources (e.g., consultants, survey budget, and workshop) are allocated for conducting poverty, social 
and/or gender analysis, and participation plan during the PPTA or due diligence?  

A social poverty and gender assessment will be conducted by an international consultant. 
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SUMMARY OF PROPOSED PROJECTS FOR FEDERATED STATES OF MICRONESIA AND 
KIRIBATI  

 
1. Grant funding by the Asian Development Bank (ADB) will be provided to the Ministries of Finance 
(MOF) of the Federated States of Micronesia (FSM) and Kiribati for further onlending to their national 
development banks, the FSM Development Bank (FSMDB), and the Development Bank of Kiribati (DBK). 
Both banks are 100% state-owned enterprises and are committed to economic development and poverty 
reduction by mandate, and due diligence will be conducted to ensure that they meet the eligibility criteria 
for participating financial intermediaries FSMDB and DBK will receive loans at 0% interest rate from the 
respective MOFs to be lent to eligible borrowers in the form of financial intermediation loans for the purpose 
of purchasing and installing renewable energy or energy efficient systems in their home (rooftop solar 
photovoltaic systems and energy efficient home appliances). The financial intermediation will achieve 
minimum targets of 50% poor and low-income households and at least 20% women borrowers. Indicative 
financing for FSM and Kiribati are presented in Tables A4.1 and A4.2. 
 
2. The sub-borrowers will receive loans of up to $10,000 for up to 10 years, with averages expected 
to be around roughly $5,000 and 8 years. The loan product design will be subject to further assessment 
during the due diligence. Interest rates to sub-borrowers will be harmonized with economic life and benefits 
of clean energy products but will be sufficient to cover the banks’ operational expenses related to the facility 
and the expected default risk of the underlying loans. Households will gain a net financial benefit as a result 
of participating, because the product will be designed so that the energy savings compared to conventional 
energy sources will exceed the loan payments. This will provide a built-in incentive for customers to make 
the switch to clean energy and ease the challenges of overcoming lack of awareness.  
 
3. As the sub-loans are repaid by sub-borrowers to the financial intermediaries and the financial 
intermediaries repay their interest free loan with MOF, repaid funds accumulated in the MOF’s escrow 
account will be recycled and re-lent under similar conditions to the development banks. The facility will be 
open to accommodate new investors, including attracting private sector funding, in later stages of the 
project, if the demand for clean energy financing proves to be robust.     

 
Table A4.1: Indicative Financing for the Federated States of Micronesia  

 Amount 
($ million) 

Share of Total 
(%) Source 

Asian Development Bank (ADF grant)  1.0 90.9 
Cofinancier (grant)a 0.0 0.0 
Government 0.1 9.1 

Total 1.1 100.0 
ADF = Asian Development Fund. 
a  Cofinancing will be determined and confirmed during due diligence stage.  
Source: Asian Development Bank estimates. 

 
Table A4.2: Indicative Financing for Kiribati 

 Amount 
($ million) 

Share of Total 
(%) Source 

Asian Development Bank (ADF grant)  1.5 93.7 
Cofinancier (grant)a 0.0 0.0 
Government 0.1 6.3 

Total 1.6 100.0 
ADF = Asian Development Fund. 
a  Cofinancing will be determined and confirmed during due diligence stage.  
Source: Asian Development Bank estimates. 

 
4. A summary of indicative project scope and financing for participating Pacific developing member 
countries is presented in Table A4.3.  
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Table A4.3: Indicative Project Scope and Financinga 

Approval  Country  ADB  Cofinancing  Government  Total  Total 

2022 FSM 1.00 0 0.10 1.10 
 
 

Rooftop solar 
PVs, energy- 
efficient home 

appliances  

2022 Kiribati  1.50 0 0.10 1.60 

2024 
Solomon 
Islands 1.00 2.00 0.25 3.25 

2024 RMI 1.00 0 0.10 1.10 

2024 Tuvalu 0.50 0 0.05 0.55 

2024 Vanuatu 3.00 2.00 0.20 5.20 

2025 Samoa 2.00 0 0.20 2.20 

  Total  10.00 4.00 1.00 15.00 
 

ADB = Asian Development Bank, FSM = the Federated States of Micronesia, PV = photovoltaic, RMI = the Marshall 
Islands. 
a  Financing plans including cofinancing for each project will be revised as required as the projects are prepared. 
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ADB ASSISTANCE IN THE PACIFIC IN ENERGY AND BANKING SECTORS 
 

Technical Assistance Overview 
TA 6683-REG: Support to 
Climate Resilient Investment 
Pathways (SCRIPts) in the 
Pacific 

The knowledge and support technical assistance (TA) will support the 
efforts of the Asian Development Bank (ADB) in scaling up its 
investment in climate change adaptation in all 14 Pacific developing 
member countries (DMCs). 
 
It will do so by building on ongoing ADB efforts in the Pacific. These 
efforts include: "climate-proofing" infrastructure investments; providing 
a range of financial products for disaster and emergency assistance, 
from initial disaster response to recovery and reconstruction; supporting 
the development of small-value renewable energy projects to reduce 
dependence on imported diesel-fueled electricity generation; facilitating 
greater flows of climate finance into the region; and supporting a range 
of policy and capacity development interventions to reduce climate 
change and disaster risks. 

TA 9425-REG: Capacity 
Building and Sector Reform 
for Renewable Energy 
Investments in the Pacific 

The proposed regional transaction TA will provide capacity building and 
policy advice support to a series of ongoing and ensuing projects, 
comprising projects included in the indicative project pipeline under the 
Pacific Renewable Energy Investment Facility, and other investment 
projects in energy planned or proposed in COBPs of Pacific DMCs. This 
transaction TA is not, in and of itself, included in any country's COBP. 
 

TA 9772-REG: Preparing the 
Pacific Renewable Energy 
Investment Facility (Phase 2) 

The proposed transaction TA facility will conduct required due diligence 
and provide project preparation and procurement support, capacity 
building, and policy recommendations for seven ensuing energy sector 
projects for approval in 2019–2022 under the Pacific Renewable Energy 
Investment Facility. The facility, approved in June 2017, is designed to 
finance a large number of small-value renewable energy projects in the 
11 smaller Pacific island countries (PIC-11). The facility will benefit PIC-
11 economies through (i) an improved balance of trade by reducing 
fossil fuel imports, (ii) improved energy security, (iii) downward pressure 
on tariffs, and (iv) and reduced greenhouse gas emissions. The facility 
supports the PIC-11 in transforming their power sectors from diesel to 
sustainable renewable energy generation sources; and supports sector 
reform, private sector development, and capacity building. 
 

TA 9868-REG: Development 
of the Pacific Electricity 
Regulators Alliance 

The objective of the proposed TA is to promote modern regulation of 
energy utilities in the Pacific through the development of a regional 
platform for delivery of capacity-building interventions, the exchange of 
knowledge and skills, and leveraging of Pacific DMCs limited resources 
to address common challenges. The TA will, in the first instance, 
elaborate a model for the institutionalization (without prejudice as to 
eventual legal status) of a Pacific Energy Regulators Alliance, define its 
administrative and governance structures and scope of activities, 
determine its resource requirements, and prepare an initial workplan to 
provide for its sustainability and mechanisms for attraction and 
management of additional financial resources, including support from 
other development partners and from members of the Alliance 
themselves. 
 

TA 9819-REG: Pacific Region 
Infrastructure Facility 
Coordination Office-

The TA will support the Pacific Region Infrastructure Facility (PRIF) by 
continuing to resource the coordination and technical assistance 
activities of the PRIF coordination office for another 4 years, from 
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Technical Assistance Overview 
Leveraging Infrastructure for 
Sustainable Development 

November 2019 to October 2023. Cofinanced by multiple partners, 
PRIF is an investment coordination and TA facility that supports the 
planning, prioritization, coordination, and management of infrastructure 
in the Pacific. PRIF aims to improve development effectiveness and the 
sustainability of infrastructure investments in PICs by (i) strengthening 
coordination among PRIF partners, (ii) improving infrastructure policies 
and regulation, and (iii) improving infrastructure planning and 
management. A PRIF management committee provides strategic 
oversight of PRIF activities, based on governance arrangements in the 
PRIF charter.  
 

TA 9848-REG: Pacific Private 
Sector Development Initiative 
Phase IV 

The Pacific Private Sector Development Initiative (PSDI) provides 
advisory and capacity-building assistance to help Pacific DMCs improve 
their business enabling environments. This in turn supports inclusive, 
private sector-led economic growth. The three consecutive phases of 
PSDI implemented since 2007 have helped Pacific DMCs carry out 
reforms and introduce new policies to improve conditions for private 
sector development and investment, responding to related needs and 
opportunities as they evolved. PSDI has expended $60.83 million during 
the first three phases which funded more than 600 subprojects. 
This included grant cofinancing of $54.73 million from the governments 
of Australia and New Zealand which reflects the importance and value 
these governments place on introducing reforms and building capacity 
for private sector development in the Pacific. 
 

TA 6686-REG: Supporting 
Recovery by Micro, Small, 
and Medium-Sized 
Enterprises in the Pacific from 
the Effects of the COVID-19 
Pandemic 

The regional TA will support micro, small, and medium-sized 
enterprises (MSMEs) to recover from the economic effects of the 
coronavirus disease (COVID-19) pandemic and become less 
vulnerable to a prolonged economic downturn in the Pacific DMCs. 
The TA will help build and enhance the capabilities of MSMEs affected 
by COVID-19 to recover and grow in the post-pandemic period by 
(i) strengthening the enabling environment for MSMEs, and 
(ii) improving access by MSMEs to business development services and 
finance. 

ADB = Asian Development Bank, COBP = country operations business plan, COVID-19 = coronavirus disease, 
MSME = micro, small, and medium-sized enterprises, PIC = Pacific island countries, PRIF = Pacific Region 
Infrastructure Facility, PSDI = Private Sector Development Initiative, Reg = regional, TA = technical assistance 
Source: Asian Development Bank 
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PROJECT PROCESSING PROCEDURES  
  

1. The Pacific Regional Financing Facility (Facility) will provide grants to participating Pacific 
developing member countries (DMC)1  to finance a series of individual small-value financial 
intermediary loans by Pacific state-owned development banks to eligible sub-borrowers for 
qualifying clean energy investments.  The Facility will allow faster project preparation and more 
efficient use of resources by streamlining ADB project processing and approval procedures. 
Approval of individual projects under the Facility and grants to each DMC will be delegated from 
the ADB Board of Directors to the President.  
  
2. The Facility will delegate approval of individual project financing to ADB management of 
up to $10 million cumulative ADB financing, in accordance with established eligibility criteria 
presented below. The cumulative approval of $10 million is across all participating DMCs over the 
implementation period of the Facility of 5 years. Multiple projects may be approved in a single 
country, however there is no cap on an individual country within cumulative approval threshold. 
Regional projects may also be considered across multiple participating countries. There will be 
no cap for cofinancing or government contributions. Project qualifying criteria consists of the 
following:  
  

(i) Projects will finance FI loans from participating banks to eligible sub-borrowers for 
subprojects based on the following criteria: 
(a) participating banks must meet the criteria for eligible participating financial 

institutions (PFIs);2 
(b) eligible sub-borrowers are individuals and households including women-

headed households3;  
(c) a minimum of 50% of all sub-loans in a DMC will be used to finance poor 

and low-income households. Furthermore, at least 20% of all sub-loans will 
be to women borrowers. A ceiling for a single sub-loan amount per 
borrower will be determined at due diligence stage for each eligible project 
under the Facility; and 

(d) qualifying subprojects are acquisition of clean energy products including 
rooftop solar photovoltaic power, energy efficient home appliances and 
others.4  

(ii) Projects are in seven participating Pacific DMCs.   
(iii) Projects for each participating Pacific DMC are included in the country operations 

business plan (COBP) of the relevant country.   
(iv) Projects will be category C for safeguards (as FI projects).    

  

 
1  The Facility will target Kiribati, Vanuatu, Solomon Islands, Samoa, Tuvalu, Federated States of Micronesia, and the 

Marshall Islands.  
2  The PFIs must meet the eligibility criteria set out in paras. 8–9 of ADB’s Operations Manual D6/BP on Financial 

Intermediation Loans and any other specific criteria identified during due diligence, including: (i) financial soundness 
as evidenced by adequate capital, high-quality assets, sufficient liquidity and profitability; (ii) adequate credit and risk 
management policies, operating systems and procedures; (iii) compliance with prudential regulations; (iv) acceptable 
governance and management practices; (v) sound business objectives and strategy and/or plan; (vi) autonomy in 
lending and pricing decisions; (vii) adequate policies, systems and procedures to assess and monitor economic, 
social, and environmental impact of projects; and (viii) capacity to mobilize domestic resources. The specific eligibility 
criteria, including key performance ratios, for participating PSDBs will be designed during due diligence stage 

3  To be further defined during due diligence. 
4  To be further defined during due diligence. 
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3. Qualifying projects under the Facility will follow the following processing procedures shown 
in Table A6.  

  

Table A6: Processing Procedures 
Activity  Description  Referencea    
1. Project is included in the 

COBP. 
All projects for consideration under the Facility 

will (i) be included in the COBP, or (ii) a formal 

request will have been received from the country 

focal point for the project to be included in the 

COBP.   

-  

2. ADB’s PARD conducts a 
project scoping mission. 

The project scoping mission will be carried out 
and will sign a Memorandum of Understanding 
with the government covering the proposed 
scope of project and implementation schedule.   

 

 3.     Project scoping mission 

BTOR is approved.  
The Project Scoping Mission BTOR will outline:  
(i) the proposed project,   
(ii) risk categorization,   
(iii) project procurement classification,  
(iv) design and monitoring framework,   
(v) outline of due diligence requirements,  
(vi) project at a glance,  

Paras. 5–7, Staff 
Instruction on Business  
Processes for Sovereign  
Operations  

 

  

 (vii) transaction technical assistance (if any), and  
(viii) proposed cofinancing (if any). 
  
The project scoping mission BTOR will be 
approved by PARD DG prior to proceeding to due 
diligence. DG may seek a departmental meeting 
or request additional review by specific 
departments. A concept note will not be prepared 
for each project.    

Paras. 8–20, OM D6/BP 

(Financial Intermediation 

Loans) 

 

 

 

  

4. PARD conducts due  
diligence.  

PARD will engage consultants and conduct full 

due diligence on each project.   
Para. 8, Staff Instruction on  
Business Processes for 
Sovereign Operations, 
including Table 1 reference  
documents    

 
Paras. 2–3, OM D6/OP 

(Financial Intermediation 

Loans) 
5. Fact Finding   PARD will undertake a fact-finding mission to 

confirm the viability. Agreements reached will be 
documented in a Memorandum of Understanding.   
  

Para. 17, Staff Instructions 

on Business Processes for  
Sovereign Operations  

6. Prepare Facility  
Financing Proposal  

The Facility Financing Proposal will be prepared 

for the project following the format of the Report 

and RRP 

Para 19, Staff Instruction 

on Business Processes for  
Sovereign Operations 

  

Para 4, OM D6/OP 

(Financial Intermediation 

Loans) 
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Activity  Description  Referencea    
7. Interdepartmental Review   The Facility Financing Proposal will be sent for 

interdepartmental review.   
Staff Instruction on 
Interdepartmental Review 
Management.  
 

Paras. 20–21 and Table 

3, Staff Instruction on  
Business Processes for  
Sovereign Operations  
  

8. Quality Assurance 

Meetings   
MRM will be held for complex proposals and 
chaired by the vice-president. Alternatively, a 
SRM will be held for low-risk proposals and 
chaired by PARD director general.   
  

Paras. 23–27, Staff 
Instruction on Business 
Processes for  
Sovereign Operations  
  

9. Loan / Grant Negotiations   Loan / grant negotiations will be held to negotiate 

and agree upon the draft legal agreements.  
Paras 29–31, Staff 
Instruction on Business 
Processes for  
Sovereign Operations  
  

10. President’s Consideration   PARD will finalize the Facility Financing Proposal 
(including the negotiated legal agreements 
provided by OGC) and ensure document quality. 
PARD will submit a memo, through the Vice- 
President, to the President requesting project 
approval under the Facility.   
  

Paras 33–34, Staff 
Instructions on Business 
Processes for  
Sovereign Operations  

ADB = Asian Development Bank, BP = business policies, BTOR = back-to-office report, COBP = Country Operations 
Business Plan, DG = director general, MRM = management review meeting, OGC = Office of the General Counsel, 
OM = operations manual, OP = operational procedures, PARD = Pacific Department, RRP = report and 
recommendation of the President, SRM = staff review meeting 
 a  Additional financing projects will also follow the requirements in ADB’s Operations Manual H5 on Additional Financing 

and the Staff Instruction on Business Processes for Additional Financing.  
Source: Asian Development Bank. 
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I. THE PROPOSED PROJECT 
 
1. The Asian Development Bank (ADB) seeks to establish a regional facility to provide grants 
to participating Pacific developing member countries (DMCs)1 that will finance affordable clean 
energy financial intermediation loans for poor, low-income, and women borrowers. The proposed 
grant facility (the Facility) of $15 million will finance clean energy projects in the participating 
Pacific DMCs to be implemented by the Pacific state-owned development banks (PSDBs). The 
project is consistent with the objectives of ADB’s Pacific Approach, 2016−2020 of expanding 
ADB’s operations in climate change and disaster risk management; and mobilizing more financing 
for the Pacific region and promoting innovative solutions to strengthen disaster preparedness, 
address vulnerability, and build resilience.2  The impact of the project will be improved regional 
energy security in the Pacific region consistent with the draft Framework for Action on Energy 
Security in the Pacific (2020−2030).3 The outcome will be increased generation of lower cost, 
reliable, and clean energy. 
 

II. THE TECHNICAL ASSISTANCE 
 
A. Justification 
 
2. The transaction technical assistance (TA) will help prepare the Facility and an associated 
TA to implement the Facility. In addition to the remoteness of most Pacific DMCs and 
diseconomies of scale in their energy sectors, clean renewable energy and energy efficiency 
remain under-exploited mainly due to higher upfront capital costs and institutional inertia that limits 
competition and private capital mobilization. The Pacific DMCs have limited borrowing and debt-
service capacity, and have relied heavily on grant funding for capital intensive energy projects. 
The energy sector in the Pacific DMCs remains heavily controlled by state-owned utilities with 
inherent operational inefficiencies, chronic liquidity deficits, and limited capital resources for 
renewable energy and energy efficiency projects. Electricity supply remains dominated by diesel-
based generation despite the potential for cost-competitive renewable energy and energy 
efficiency deployment. Grant funding has not been fully employed to leverage private sector 
participation in renewable energy development.4 In order to meet energy security objectives as 
well as the Paris Agreement and Nationally Determined Commitments, a different approach and 
financing modality are required, wherein governments help to leverage grant financing by 
reducing perceived market risks and barriers in order to mainstream investments for clean energy, 
including retail lending for distributed solar and energy efficiency deployment. 
 
3. The Facility will be the first of its kind to mainstream retail clean energy financing in the 
Pacific. While the ADB funding will be provided on a grant basis to participating Pacific DMCs for 
each project under the Facility – wherein the DMC will re-lend the grant to its PSDB at 
concessional (zero) interest rate and the PSDB will then onlend to beneficiaries in the form of 
financial intermediation  loans with a margin for the cost of administration and credit risk premium.5 

 
1  The proposed financing facility will target Federated States of Micronesia (FSM), Kiribati, Marshall Islands, Samoa, 

Solomon Islands, Tuvalu, and Vanuatu.  
2   ADB. 2016. Pacific Approach, 2016–2020. Manila. The Pacific Approach is ADB’s overall country partnership 

strategy for the 11 small Pacific island countries. The project concept was discussed and agreed with the participating 
Pacific DMCs and proposed for ADB’s Pacific regional operations business plan, 2021–2023.  

3  The draft Framework for Energy Security and Resilience in the Pacific, 2021–-2030. 
4  ADB. 2019. Report and Recommendation of the President to the Board of Directors: Pacific Renewable Energy 

Program. Manila. 
5  This follows requirements set out in para. 18 of Operations Manual D6/BP on Financial Intermediation Loans (that 

financial intermediaries’ onlending rates for sub-borrowers should be market-based and where there is no market-
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The interest charged to sub-loans funded through the Facility will not include PSDBs’ profit margin 
and will be used by the borrowers to purchase clean energy products (as sub-projects). A 
minimum of 50% of all sub-loans in a DMC will be used to finance poor and low-income 
households. Furthermore, at least 20% of all sub-loans will be to women borrowers. A ceiling for 
a single sub-loan amount per borrower will be determined at due diligence stage for each eligible 
project under the Facility. The maturity of these sub-loans will be set at a level that ensures the 
customer’s savings on energy will exceed the loan payments to the PSDB, thus providing a net 
economic benefit to the end customer. All sub-loan repayments received by a PSDB will be 
returned to an escrow account established by the Ministry of Finance (or equivalent) and will be 
re-lent to the PSDB, provided that the bank remains financially sound. 
 
4. As a multi-country facility, sharing of pricing and risk assessment strategies and protocols 
across countries will decrease the transaction costs for the national banks. This will enable 
cheaper loans for customers purchasing renewable energy equipment and a greater use of 
renewable energy within the region, beyond what would be possible through disconnected 
national interventions. 
 
5. The first two projects under the investment facility will include clean energy financing 
projects in the Federated States of Micronesia (FSM) and Kiribati. The facility and projects are 
expected to be categorized as at least “effective gender mainstreaming.”   
 
B. Outputs and Activities 
 
6. The major outputs and activities are summarized in Table 1. 
 

Table 1: Summary of Major Outputs and Activities 
 
 

Major Outputs 

Delivery Dates  
 

Key Activities with Milestones 
Months from 

Notice to Proceed 
1.  Preparation of the 
Facility  

Within 1 month 1.1 Identify and confirm eligible end-use projects, scope, 
and conceptual design for sub-loans.  

Within 2 months 1.2 Conduct demand analysis in the Pacific DMCs, 
prepare preliminary costs estimates, and identify sub-loan 
financing options by PSDBs. 

Within 3 months 1.3 Conduct technical, financial, economic, gender, 
governance, procurement, and safeguards due diligence 

Within 4 months 1.4 Prepare the Facility (draft RRP) and linked documents. 
2.  Preparation of the 
first two projects under 
the Facility (FSM and 
Kiribati) 

Within 1 month 2.1 Prepare procurement capacity, financial management, 
and risk management assessments, and identify 
procurement arrangements for each country. 

Within 2 months 2.2 Conduct technical, financial, economic, gender, 
governance, procurement, and safeguards due diligence. 

Within 3 months 2.3 Prepare and/or update due diligence assessments 
(financial management, financial analyses, gender action 
plan, environmental and social safeguards documents). 
2.4 Prepare the draft RRP and linked documents. 

3.  Implementation 
support for the first two 

Within 6 months 
 

3.1 Support PSDBs capacity development and lending 
performance enhancement including but not limited in the 

 
determined rate, onlending rates should be adequate to cover all costs and risks associated with onlending. It is also 
consistent with ADB’s policy on relending of Asian Development Fund assistance for beneficiaries, which are 
commercially operated public corporations (such as PSDBs), that relending is generally to be on terms harder than 
those of the Asian Development Fund financing (ADB. 1980. Lending and Relending Policies. Manila). 



3 

 

 
 

Major Outputs 

Delivery Dates  
 

Key Activities with Milestones 
Months from 

Notice to Proceed 
projects with 
participating PSDBs 
and establishing a 
tracking system for 
performance. 

 
 
 
Within 12 months 
 
 
 
Within 12 months 
 
 
 
Within 12 months 

areas of risk, internal audit, compliance, gender equality 
and corporate governance. 
 
3.2 Undertake project progress monitoring and update risk 
and implementation plan.   
 
 
3.3 Undertake project implementation support and create 
a regional tracking system for performance of PSDBs’ 
clean energy financing. 
 
3.4 Support public outreach and community awareness 
campaign for clean energy.   

DMC = developing member country, FSM = Federated States of Micronesia, PSDB = Pacific state-owned development 
bank, RRP = report and recommendation of the President. 
Source: Asian Development Bank. 

 
C. Cost and Financing 
 
7. The TA is estimated to cost $1,000,000, of which (i) $200,000 will be financed on a grant 
basis by ADB’s Technical Assistance Special Fund (TASF 7), (ii) $400,000 will be financed on a 
grant basis by the Clean Energy Fund6 under the Clean Energy Financing Partnership Facility 
(CEFPF) and administered by ADB, and (iii) $400,000 will be financed on a grant basis by the 
Regional Cooperation and Integration Fund.7 The key expenditure items are listed in Appendix 1.  
 
8. Resources from the CEFPF will be used to finance operational expenses in the form of 
foreign exchange and/or local expenditures and services from ADB member countries following 
ADB’s guidelines and procedures. 8 
 
9. The beneficiary governments will provide counterpart support in the form of counterpart 
staff, office and communications facilities for consultants, office supplies, domestic transportation, 
and other in-kind contributions. The governments have been informed that approval of the TA 
does not commit ADB to finance any ensuing project. 
 
D. Implementation Arrangements 
 
10. ADB will administer the TA. The Energy Division of ADB’s Pacific Department will select, 
supervise, and evaluate consultants. The consultants will work closely with counterpart agencies 
in FSM and Kiribati. A Facility Support Unit will be established in ADB to support the 
implementation of the Facility. Project implementation units (PIUs) will also be set up within the 
implementing agencies in each participating Pacific DMCs. The Facility Support Unit will 
(i) provide oversight over the consulting firm(s); (ii) support the national PIUs, including sharing of 
lessons learned between PIUs; (iii) monitor and report on processing and implementation 
progress; and (iv) support participating PSDBs’ capacity building and training. 
11. Implementation arrangements are summarized in Table 2. 

 
6  Financing partners: the governments of Australia, Norway, Spain, Sweden, and the United Kingdom. 
7 Established by ADB. Financing partner: Government of Japan. 
8   ADB. 2007. Clean Energy Financing Partnership Facility: Establishment of the Clean Energy Fund and Clean Energy 

Trust Funds. Manila. 
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Table 2: Implementation Arrangements 

Aspects Arrangements 
Indicative implementation period June 2021–June 2022 
Executing agency Asian Development Bank 
Implementing agencies Energy Division, Pacific Department 
Consultants To be selected and engaged by ADB 
 Individual: Individual 

selection/SSS 
International (25 person-
months) 
National (12 person months) 

$775,000 
 

Procurement None  
Advance contracting and 
retroactive financing 

None 

Disbursement Disbursement of TA resources will follow ADB’s Technical Assistance 
Disbursement Handbook (2020, as amended from time to time). 

Asset turnover or disposal 
arrangement upon TA completion 

None 

ADB = Asian Development Bank, SSS = single-source selection, TA = technical assistance. 
Source: Asian Development Bank. 

 
12. Consulting services. ADB will engage the consultants following the ADB Procurement 
Policy (2017, as amended from time to time) and its associated project administration instructions 
and/or staff instructions.9  The transaction TA will require 25 person-months of international 
consultants’ input and 12 person-months of national consultants’ input. ADB will engage the 
consultant through individual consultant selection and/or single-source selection. 
 
13. Social media and websites. All deliverables and information gained from the TA will be 
shared with DMCs on ADB’s website.  
 
14. Cofinancier requirements. For the preparation and implementation of the TA, core and 
development co-benefit indicators will be reported as required by the CEFPF, in consultation with 
the ADB’s Sustainable Development and Climate Change Department, the fund manager. 
 
E. Governance 
 
15. The proposed TA will involve financial management assessment, procurement capacity 
assessment, and risk assessment and management, with tasks and outputs stated in the terms 
of reference for consultants (footnote 8). 
 

III. THE PRESIDENT'S DECISION 
 
16. The President, acting under the authority delegated by the Board, has approved (i) the 
Asian Development Bank (ADB) administering a technical assistance not exceeding the 
equivalent of $400,000 to be financed on a grant basis by the Clean Energy Fund under the Clean 
Energy Financing Partnership Facility, and (ii) ADB providing the balance not exceeding the 
equivalent of $600,000 on a grant basis for Preparing the Regional Financing Facility, and hereby 
reports this action to the Board.

 
9 Terms of Reference for Consultants (accessible from the list of linked documents in Appendix 2). 
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COST ESTIMATES AND FINANCING PLAN 
($’000) 

Item 
Amount 

ADB a CEFPFb RCIFc 
A. Consultants    

1. Remuneration and per diem    
a. International consultants 102.6 205.2 205.2 
b. National consultants 10.6 21.2 21.2 

2. Out-of-pocket expenditures    
a. International and local travel 23.8 47.6 47.6 
b. Reports and communications 3.0 6.0 6.0 
c. Training, seminars, and conferencesd 15.0 30.0 30.0 

B. Miscellaneous administration and support costs 2.0 4.0 4.0 
C. Surveys 10.0 20.0 20.0 
D. Training, seminars, and conferencesc 15.0 30.0 30.0 
E. Contingencies 18.0 36.0 36.0 

Total 200.0 400.0 400.0 
ADB = Asian Development Bank, CEFPF = Clean Energy Financing Partnership Facility, RCIF = Regional Cooperation and Integration 
Fund.  
Note: The technical assistance (TA) is estimated to cost $1,000,000, of which contributions from ADB’s Technical Assistance Special 
Fund (TASF) 7, CEFPF, and RCIF are presented in the table. The beneficiary government will provide counterpart support in the form 
of counterpart staff, office and communications facilities for consultants, office supplies, domestic transportation, and other in-kind 
contributions. The value of the government contribution is estimated to account for 15% of the total TA cost. 
a Financed by ADB’s Technical Assistance Special Fund. 
b Financing Partners: the governments of Australia, Norway, Spain, Sweden, and the United Kingdom. Administered by the ADB.   
c Established by ADB. Financing partner: Government of Japan. 
d Two capacity building trainings on clean energy will be organized by the consultants and/or the regional university in the Pacific.  
Source: ADB estimates. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/LinkedDocs/?id=55051-001-TAReport 

 
1. Terms of Reference for Consultants 

 

 

http://www.adb.org/Documents/LinkedDocs/?id=55051-001-TAReport
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