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Fees5

The cost of a guarantee typically consists of three components: 
a front-end fee, a guarantee fee, and a commitment fee.

The front-end fee is a one-time payment that covers due 
diligence, processing of the guarantee, and other up-front 
costs. The annual guarantee fee covers ADB’s exposure to the 
project and is charged on the guaranteed portion of principal 
outstanding, and the guaranteed amount of interest in an 
applicable interest period.6 The commitment fee is applied to 
the amount of any guaranteed principal that has not yet been 
disbursed. 

Generally, the fees applied by ADB are market-based for 
comparable guarantee operations, and take into consideration, 
among other things, the project, sector, and country risks, 
as well as the specifi c terms of the contract of guarantee. 
However, for guarantees that benefi t from a sovereign counter-
indemnity, policy-based pricing will apply (40 bps per annum 
from July 2011). 

Syndication of Guarantees7

ADB will, if possible, mobilize additional amounts of guarantee 
capacity through partnership arrangements with private and 
public guarantors and insurers. The arrangements can take the 
form of risk participations, where ADB assumes responsibility 
for the entire amount of the guarantee, and syndicates a 
portion of the risk to a guarantor or insurer. Another method is 
a “guarantee-of-record” structure, where the guarantee is in 
ADB’s name, but the guarantee holder assumes the credit risk 
of the third-party guarantor or insurer.

Compliance with ADB Safeguard Policies and 
Procurement Guidelines

The terms of ADB guarantees require that the guaranteed 
lender ensures, to the extent reasonably possible, that 
the borrower of the guaranteed loan complies with ADB’s 
policies, including those related to environmental and social 
safeguards; procurement; and the prevention of corruption, 
money laundering, and fi nancing of terrorist activities.

Further Information on 
ADB’s Partial Credit Guarantee

For further information about ADB’s partial credit guarantee, 
or other cofi nancing instruments, contact:

Offi  ce of Cofi nancing Operations

Tadashi Kondo
Head 
Tel +63 2 632 6314
tadashikondo@adb.org

Hua Du
Director
Tel +63 2 632 6286
huadu@adb.org

Christophe Bellinger
Lead Financing Partnerships Specialist 
(Guarantees and Syndications)
Tel +63 2 632 6273
cbellinger@adb.org

Bart Raemaekers
Senior Financing Partnerships Specialist
(Guarantees and Syndications)
Tel +63 2 632 6568
braemaekers@adb.org

Asian Development Bank
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
www.adb.org

5 Diff erent terms and conditions may apply to the guarantee if ADB obtains a sovereign 
counter-indemnity.

6 For an ADB guarantee on a bond, the guarantee fee is payable each year on the present 
value of the future guaranteed principal and interest payments.

7 ADB also provides various loan syndication products (e.g., “B” loan) to help mobilize 
additional project fi nancing.
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Eligible Sectors and Borrowers or Issuers

ADB’s guarantee product is principally applied to financial 
services and capital markets (e.g., banking, leasing, insurance, 
and funds); and infrastructure (e.g., power, transportation, 
water supply and waste treatment, and telecommunications). 
ADB may consider other sectors on a case-by-case basis.

Partial credit guarantees can be applied to loans or other 
debt instruments issued by private and public sector projects 
(limited recourse financings), public–private partnerships, 
corporates, as well as (sub)sovereign entities. 

Participation Requirement

ADB may provide a guarantee to a project provided that it has 
“participated” in the project or the sector. Any ADB financing 
instrument can satisfy the participation requirement, provided 
that both the instrument and the guarantee share the same 
development objective and relate to the same sector in the 
applicable country or project. 

Guarantee Holders

A guarantee holder is typically a private financial institution or 
an investor providing debt financing to a project that is eligible 
for ADB financing. Public institutions may also benefit from an 
ADB partial credit guarantee provided that they operate on a 
commercial basis.

Developing Member Countries

Guarantees may be issued for projects and borrowers/issuers 
located in any developing member country of ADB.2

Amount of Guarantee

The amount that ADB will guarantee in relation to any project 
or transaction will vary depending on a variety of factors, 
including ADB’s assessment of risk and applicable country, as 
well as sector and obligor exposure limitations. For the upper 
limit, however, ADB may consider partial credit guarantees, 
provided that ADB’s exposure (ADB direct loans and partial 
credit guarantees3) to the project will not exceed the lesser of:

1 Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 
2008–2020. www.adb.org/strategy2020 4 50% of total project cost provided total project costs are less than US$50 million.

�� 25%4 of the total project cost (in project finance transactions);
�� 25% of total assets (in corporate transactions);
�� 50% of net worth (in bank transactions); and
�� $250 million. 

These upper limits will not apply if ADB is protected in the 
relevant transaction by a counter-indemnity given to ADB by 
the sovereign of the applicable developing member country. 
Lower limits will apply where ADB has exposure to the project, 
obligor, or transaction through direct financing instruments 
(e.g., loan or equity), or where country, sector or other risk 
limits apply.

Upper limits may also be increased where ADB’s risk is 
subject to risk sharing arrangements with participants with a 
credit rating of A- or better assigned by an acceptable credit 
rating agency. 

Guaranteed Percentage

To both offset the risk of moral hazard and leverage its 
financing capability, ADB will set the guaranteed percentage 
at the lowest level required to mobilize financing. However, 
ADB is not prevented by its policies from enhancing 100% of 
a lender’s exposure to loss under a guaranteed loan in certain 
circumstances. 

Different policies apply to partial credit guarantees issued 
on bonds.

The Term of the Guarantee

ADB may guarantee long-term debt obligations of up to  
15 years, or even, in exceptional cases, longer, provided that 
the tenor is justified and in line with ADB’s risk policies. The 
guarantee period could match the full term of the guaranteed 
debt instrument, or a portion, such as the back-end maturities. 

Guarantee Currency

A guarantee may be issued in any currency in which ADB can 
efficiently intermediate, including the currencies of some of its 
developing member countries.

2 A current list of ADB’s developing member countries is on www.adb.org.
3 For partial credit guarantees, the Present Value of guaranteed debt service counts toward 

project exposure.
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It is owned and financed by 67 member countries and 
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ADB’s corporate vision is an Asia and Pacific region free of 
poverty. The development of the private sector, private sector 
operations and partnerships are some of the priority areas that 
will help ADB realize this vision.1 

ADB’s financing instruments include loans; guarantees 
against various risks, including political and credit (i.e., covering 
both political and commercial risks); equity investments; and 
grants. ADB also offers technical assistance and specialist 
advisory services for project and program preparation and 
implementation, development-related research, and policy 
reform. 

ADB enjoys a credit rating of AAA from leading rating 
agencies.

Partial Credit Guarantees

This brochure summarizes ADB’s partial credit guarantee 
product. 

Eligible Debt Instruments

ADB provides partial credit guarantees to lenders of most 
forms of debt. These include commercial bank loans, loans 
made by shareholders, loans guaranteed by shareholders or 
third parties, capital market debt instruments, bonds, financial 
leases, letters of credit, promissory notes, and bills of exchange.

Type of Risks Guaranteed

ADB’s partial credit guarantee covers nonpayment by the 
borrower or issuer (for any reason) on the guaranteed portion 
of the principal and interest due.
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Fees5

The cost of a guarantee typically consists of three components: 
a front-end fee, a guarantee fee, and a commitment fee.

The front-end fee is a one-time payment that covers due 
diligence, processing of the guarantee, and other up-front 
costs. The annual guarantee fee covers ADB’s exposure to the 
project and is charged on the guaranteed portion of principal 
outstanding, and the guaranteed amount of interest in an 
applicable interest period.6 The commitment fee is applied to 
the amount of any guaranteed principal that has not yet been 
disbursed. 

Generally, the fees applied by ADB are market-based for 
comparable guarantee operations, and take into consideration, 
among other things, the project, sector, and country risks, 
as well as the specifi c terms of the contract of guarantee. 
However, for guarantees that benefi t from a sovereign counter-
indemnity, policy-based pricing will apply (40 bps per annum 
from July 2011). 

Syndication of Guarantees7

ADB will, if possible, mobilize additional amounts of guarantee 
capacity through partnership arrangements with private and 
public guarantors and insurers. The arrangements can take the 
form of risk participations, where ADB assumes responsibility 
for the entire amount of the guarantee, and syndicates a 
portion of the risk to a guarantor or insurer. Another method is 
a “guarantee-of-record” structure, where the guarantee is in 
ADB’s name, but the guarantee holder assumes the credit risk 
of the third-party guarantor or insurer.

Compliance with ADB Safeguard Policies and 
Procurement Guidelines

The terms of ADB guarantees require that the guaranteed 
lender ensures, to the extent reasonably possible, that 
the borrower of the guaranteed loan complies with ADB’s 
policies, including those related to environmental and social 
safeguards; procurement; and the prevention of corruption, 
money laundering, and fi nancing of terrorist activities.

Further Information on 
ADB’s Partial Credit Guarantee

For further information about ADB’s partial credit guarantee, 
or other cofi nancing instruments, contact:

Offi  ce of Cofi nancing Operations

Tadashi Kondo
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tadashikondo@adb.org
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5 Diff erent terms and conditions may apply to the guarantee if ADB obtains a sovereign 
counter-indemnity.

6 For an ADB guarantee on a bond, the guarantee fee is payable each year on the present 
value of the future guaranteed principal and interest payments.

7 ADB also provides various loan syndication products (e.g., “B” loan) to help mobilize 
additional project fi nancing.
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