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Private Sector Operations Dept. (PSOD) Private Sector Operations Dept. (PSOD) 

• What we do

O d• Our target sectors, core products 

• What is our niche in the market

• Some example transactions
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ADB Windo s of Ope ationsADB Windo s of Ope ationsADB Windows of OperationsADB Windows of Operations

1. Sovereign operations (i.e., public sector)1.   Sovereign operations (i.e., public sector)
Financial assistance directly to governments or 
government agencies

90% of ADB’s existing business

2 Non-sovereign and private sector operations2.   Non sovereign and private sector operations
Financial assistance to private enterprises and SOEs 
without government guarantees

10% of ADB’s existing business but growing rapidly 
(20% of ADB approvals in 2007, $1.5 - 1.7 billion last 
3 years)
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ADB’ Ad P i i iADB’ Ad P i i i

• S i l ti d i t t

ADB’s Advantage Positioning ADB’s Advantage Positioning 

• Sovereign loan operations and private sector 
operations are under one roof.

• Synergy is possible between policy work and private 
sector investments:

ADB conducts dialogue with government on the enabling 
environment for private sector investment

ADB catalyzes private sector resources for specific projects orADB catalyzes private sector resources for specific projects or 
target sectors (frontier investments, demonstration projects)
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PSODPSOD What We DoWhat We DoPSOD PSOD –– What We DoWhat We Do

Infrastructure (PSIF1&2)Infrastructure (PSIF1&2) Capital Markets (PSCM)Capital Markets (PSCM)Infrastructure (PSIF1&2)Infrastructure (PSIF1&2)
PowerPower
GasGas

Capital Markets (PSCM)Capital Markets (PSCM)
Bank lending Bank lending 

Intermediation / SMEsIntermediation / SMEs
RenewablesRenewables
Water / WastewaterWater / Wastewater
U b I f t tU b I f t t

Intermediation / SMEsIntermediation / SMEs

Private Equity Funds Private Equity Funds 

SecuritizationSecuritizationUrban InfrastructureUrban Infrastructure
Telecom Telecom 
Ports / AirportsPorts / Airports

SecuritizationSecuritization

Trade FinanceTrade Finance

H i FiH i FiPorts / AirportsPorts / Airports
RoadsRoads

Housing FinanceHousing Finance

5



T I f ST I f STarget Infrastructure Segments Target Infrastructure Segments 

•• Power:Power: generation, transmission, distribution, renewablesgeneration, transmission, distribution, renewables

•• Oil and natural gas:Oil and natural gas: LNG terminals, pipelines, gas distributions LNG terminals, pipelines, gas distributions 
systemssystems

•• Transport:Transport: roads, bridges, ports, airports, rail transport systemsroads, bridges, ports, airports, rail transport systems

•• Telecom:Telecom: backbone networks, rural telephone systemsbackbone networks, rural telephone systems

•• Water:Water: bulk water supply, water distribution, sewerage treatmentbulk water supply, water distribution, sewerage treatment

•• Urban services:Urban services: waste management, mass rapid transit and other waste management, mass rapid transit and other 
transport systemstransport systems
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Types of Infrastructure ProjectsTypes of Infrastructure ProjectsTypes of Infrastructure Projects Types of Infrastructure Projects 

• Greenfield: new start-up projects including BOOsGreenfield: new, start up projects, including BOOs, 
BOOTs, BOTs and other similar contractual structures.

• Brownfield: acquisition, expansion, rehabilitation, 
modernizationmodernization.

• Pre-privatization and privatization financing.
• Restructuring/Refinancing: long term debt foreign toRestructuring/Refinancing: long term debt, foreign to 

local currency debt, to achieve or ensure long term 
viability.

• Multi project facilities or holding company vehicles• Multi-project facilities or holding company vehicles 
for financing smaller infrastructure projects.
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Target Financial IntermediariesTarget Financial IntermediariesTarget Financial IntermediariesTarget Financial Intermediaries

• Funds: private equity funds, thematic funds (e.g., private equity funds, thematic funds (e.g., 
environment funds energy efficiency infrastructureenvironment funds energy efficiency infrastructureenvironment funds, energy efficiency, infrastructure environment funds, energy efficiency, infrastructure 
funds, and distressed asset funds).funds, and distressed asset funds).

• Banks: equity investment, tier II capital, credit line forequity investment, tier II capital, credit line forBanks: equity investment, tier II capital, credit line for equity investment, tier II capital, credit line for 
SME financing, guarantee facility.SME financing, guarantee facility.

• Leasing companies: equity or debt financing.equity or debt financing.

• Insurance companies: new or existing life or general new or existing life or general 
insurance, equity or debt.insurance, equity or debt.

• Capital market institutions: central depositories, central depositories, 
rating agencies.rating agencies.
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Focus Areas in the Financial SectorFocus Areas in the Financial SectorFocus Areas in the Financial SectorFocus Areas in the Financial Sector

• SME financing: through local banks and other financial 
i tit tiinstitutions.

• Housing finance: lending for mortgage financing, 
securitization of mortgages secondary mortgagesecuritization of mortgages, secondary mortgage 
institutions, mortgage guarantee companies.

• Trade finance facilitation: credit guarantee for letters of 
di i d b l l b k f ili fi icredit issued by local banks to facilitate confirmation or 

discounting by foreign banks.

• Resolution of bank non-performing loans (NPLs):• Resolution of bank non-performing loans (NPLs):
equity and debt financing of NPL disposal, securitization 
of NPLs.
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• Municipal finance: access to private finance and capital 
markets.



PSOD FINANCING 2001 - 2007
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Key Financial InstrumentsKey Financial Instruments

• Long-term debt

• Equity (minority stake)• Equity (minority stake)

• Mezzanine financing / sub-debt

• Political risk and credit guarantees

• Local currency financing

• Loan and risk syndications (B-loans)
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Loans Without Sovereign GuaranteeLoans Without Sovereign GuaranteeLoans Without Sovereign GuaranteeLoans Without Sovereign Guarantee

Foreign Currency Loans
Currencies US Dollar, Yen, Euro

Lending Base Rate LIBOR, EURIBOR 
Lending Spread Market based (fixed or floating)Lending Spread Market-based (fixed or floating)
Commitment Fee 0.25% p.a.
Front-end Fee 0.75 - 1.50% of loan amount
Maturity 8-17 years, reasonable grace period

Local Currency Loans
Currencies Rupee, Yuan, Rupiah, Baht, Peso

Lending Base Rate Cost of funds (bond or CC swap)
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Credit Enhancement InstrumentsCredit Enhancement Instruments

•• ProvideProvide differentdifferent levelslevels ofof ADBADB “cover”“cover” oror riskrisk
mitigationmitigation forfor commercialcommercial lenders/investorslenders/investors

•• BasedBased onon thethe uniqueunique risksrisks ofof aa projectproject

•• AnyAny oror aa combinationcombination ofof thethe followingfollowing::
Loan Syndications (B-Loans)

Political Risk Guarantee

Partial Credit Guarantee
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Extent of Risk MitigationExtent of Risk Mitigation 

B-Loan

Political Risk Guarantee (PRG)

Partial Credit Guarantee (PCG)

Currency Inconvert. Exprop. Political Violence Commercial RiskBreach of Contract
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Exposure LimitsExposure LimitsExposure LimitsExposure Limits
Single project exposure limit: the lesser of $250 million or 25% of 
t t l j t ttotal project cost:

• applies to the aggregate of loans, equity investment and 
comprehensive guarantees
Partial guarantees (PRG PCG) are weighted based on type of• Partial guarantees (PRG, PCG) are weighted based on type of 
risks covered

• For small projects (<$50 million), limit is 50% of project costs

Equity Investments
• The lesser of $75 million or 25% of project costs
• ADB cannot be the largest shareholder (generally 5-20% stake)ADB cannot be the largest shareholder (generally 5 20% stake)

Example
• for a $500 million project, ADB could invest $30 million of equity 
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+ $95 million of long-term loans



PSOD PSOD –– what are we looking forwhat are we looking for

•• Financially sustainable projects and acceptable credit Financially sustainable projects and acceptable credit 
quality (not the lender of last resort)quality (not the lender of last resort)

•• A good development storyA good development story

•• Catalytic impact Catalytic impact –– will ADB’s participation “crowding will ADB’s participation “crowding 
in” other lenders and investors?in” other lenders and investors?

•• Using the full range of our products (risk mitigation)Using the full range of our products (risk mitigation)

•• FirstFirst--ofof--aa--kind, replication potential kind, replication potential –– setting the setting the 
benchmarkbenchmark
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PSODPSOD what are we looking forwhat are we looking forPSOD PSOD –– what are we looking for what are we looking for 
(cont.)(cont.)

•• Good corporate governance Good corporate governance 

En ironmentall and sociall responsible practicesEn ironmentall and sociall responsible practices•• Environmentally and socially responsible practicesEnvironmentally and socially responsible practices

• Reinvestment / expansion 

Fl d j t f ADB’ i ti• Flow-down projects from ADB’s sovereign operations 
and TAs

•• SubSub--sovereign / municipal / presovereign / municipal / pre--privatizationprivatization•• SubSub--sovereign / municipal / presovereign / municipal / pre--privatizationprivatization
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Recent TransactionsRecent Transactions
Nam Theun 2 

Chengdu Water 
Supply Project

New Bong Escape 
Hydropower

Lafarge Surma 
Cement

Hydroelectric

Tsinghua Water 
Infrastructure

China Gas 
Holdings

GrameenPhone 
Telecommunications 

+ Expansion

BLCP Power

KESC Privatization

Powerlinks 
Transmission Ltd

Phu My 2.2 
Power Project

p

Roshan Cellular 
Telecom + Phase II 

Expansion

Transmission Ltd.

Phu My 3 Power 

North Luzon 
Tollway Project

NTPC Capacity 
Expansion

Central U.P. Gas Ltd.

M i l P

y
Project

K l iti

Colombo Port 
Development Tangguh LNG 

Project

Expansion Masinloc Power 
Plant Rehab
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Kelanitissa 
Power Project



E amples of PSOD ImpactE amples of PSOD ImpactExamples of PSOD ImpactExamples of PSOD Impact

ADB’s participation affords a measure of supportADB’s participation affords a measure of supportADB s participation affords a measure of support ADB s participation affords a measure of support 
from governmental interferencefrom governmental interference

Phu My 2.2 and 3 power project in Viet NamPhu My 2.2 and 3 power project in Viet Namu y a d 3 po e p oject et au y a d 3 po e p oject et a
Roshan telecom project in AfghanistanRoshan telecom project in Afghanistan

Value system “certifies” projects on issues of  Value system “certifies” projects on issues of  
environmental and social protection, corporate environmental and social protection, corporate 
governance, etc.governance, etc.governance, etc.governance, etc.

Nam Theun 2 Hydro in Lao PDRNam Theun 2 Hydro in Lao PDR
Tangguh LNG in Papua, IndonesiaTangguh LNG in Papua, Indonesia
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Thanks Thanks –– Questions?Questions?

Contact InfoContact Info::
Don PurkaDon Purka
Phone: (63Phone: (63--2) 6322) 632--68826882
Fax: (63Fax: (63--2) 6362) 636--23482348
E ilE il d k @ dbd k @ dbEmail: Email: dpurka@adb.orgdpurka@adb.org
Web:  Web:  http://www.adb.org/PrivateSectorhttp://www.adb.org/PrivateSector
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