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AGREEZZNT ESTABLISHING THE ASIAN DEVELOPUZENT BANK

THE CONTRACTING PARTIES

CONSIDERING the importance of closer economic co-operation as a means
for achieving the most efficient utilization of resources and for accelerating the
economic development of Asia and the Far East;

RFALIZING the significance of makinig additional devel fi
available for the region by mobilizing such funds and other resources both from
within and outside the region, and by seeking to create and foster conditions

to i d d tic savings and greater flow of development funds
into the region;

RECOGNIZING the desirability of promoting the harmonious growth of the
economies of the region and the expansion of 1 trade of ber countries;

CONVINCED that the blish of a fi ial i
In its basic character would serve these ends;

that is Asian

HAVE AGREED to establish hereby the Asian Development Bank (here-
inafter called the “Bank”} which shall operate in accordance with the following

ARTICLES OF AGREEMENT
Cuarren I
PURPOSE, FUNCTIONS AND MEMBERSHIP
Article 1
PURPOSE

The purpose of the Bank shall be to foster ic growth and P
tion in the region of Asia antl the Far East (hereinafter referred to as the “region”)
and to contribute to the acceleration of the process of economic development of the
developing member countries in the region, collectively and individually. Where-
ever used in this Agreement, the termns “region of Asia and the Far East” and
“region” shall comprise the territories of Asia and the Far East included in the

1=_H
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Terms of Reference of the United Nati E ic C ission for Asia and the
Far East.
Article 2
FUNCTIONS

To fulfil its purpose, the Bank shall have the following functions:

(i) to promote investment in the region of public and private capital for
development purposes;

(ii) to utilize the resources at its di 1 for fi ing devel t of
the developing member countries in the region, giving priority to
those regional, sub-regional as well . national projects and pro-

which will ib most effectively to the h
economic growth of the region as a whole, and having special regard
to the needs of the smaller or less developed member countries in the
region;

(iii) to meet requests from members in the region to assist them in the co-

dination of their develop t poiicies and plans with a view to
achieving better wtilization of their resources, making their economies
more )l y, and pre ing the orderly expansion of their

foreign trade, in particular, intra-regional trade;

(iv) to provide technical ist. for the preparation, fi ing and
fon of d Proj and including the for-
mulation of specific project proposals;

prog;

(v) to co-operate, in such manner as the Bank may deem appropriate,
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within the terms of this Agreement, with the United Nations, its
organs and subsidiary bodies including, in particular, the Economie
Comnission for Asia and the Far mﬂr and with public international
organizations and other in ional as well as 1
entities whether public or v:ﬁ:.m. which are concerned with the in-
vestment of development funds in the region, and to interest such in-
stitutions and entities in new opportunities for investment and assist-
ance; and

(vi) to undertake such other activities and provide such other services as
may advance its purpose.

Article 3
MEMBERSHIP

1. Membership in the Bank shall be open to: (i) members and associate mem-
bers of the United Nations Economic Commission for Asia and the Far East;
and (ii) other regional countries and non-regional developed countries which are
members of the United Nations or of any of its specialized agencies.

2. Countries eligible for bership under h 1 of this Article which
do not become members in accordance with Article 64 of this Agreement may be
admitted, under such terms and conditions as the Bank may determine, % mem-
bership in the Bank upon the affirmative vote of two-thirds of the total number
of Governors, represcnting not less than three-fourths of the total voting power of
the members.

3. In the case of associate members of the United Nations Economic Commis-
sion _o.. >u_n E..n_ nrm Far East which are not responsibie for the conduct of thein

bership in the Bank shall be presented
by the Eo_.:vm.. of the Bank responsible for the international relations of the ap-
plicant and accompanied by an undertaking by such member that, until the
ppli itself such responsibility, the shall be responsible for
all obligations that may be incurred by the applicant by reason of admission to
membership in the Bank and enjoyment of the benefits of such membership.

inter lication for
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“Country” as used in this Agreement shall include a territory which is wn asso-

ciate member of the United Nations Economic Comnmission for Asia and the Far
East.

Crapter IT

CAPITAL

Article 4
AUTHORIZED CAPITAL

1 The authorized capital stock of the Bank shall be one billion dollars
($1,000,000,000) in terms of United States dollars of the weight and fineness in
effect on 31 January 1966. The dollar wherever referred to in this Agreement shall
be understood as being a United States dollar of the above value. The author-
ized capital stock shall be divided into one hundred thousand (100,000) shares
having a par value of ten thousand dollars ($10,000) each, which shall be avail-
able for subscription only by bers in accordance with the provisions of Article
5 of this Agreement.

2. The original authorized capital stock shall be divided into paid-in shares and
tallable shares. Shares having an aggregate par value of five hundred million dol-
lars ($500,000,000) shall be paid-in shares, and shares having an aggregate par
value of five hundred million dollars ($500,000,000) shail be callable shares.

3. The authorized capital stock of the Bank may be increased by the Board of
Governors, at such time and under such terms and conditions as it may deem ad-
visable, by a vote of two-thirds of the total number of Governors, representing
not less than three-fourths of the total voling power of the members.
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Article 5
SUBSCRIPTION OF SHARES

1 Each member shall subscribe to shares of the capital stock of the Bank. Each
subscription to the original authorized capital stock shall be for paid-in shares and
callable shares in equal parts. The initial number of shares to be subscribed by
countries which become members in accordance with Article 64 of this Agreement
shall be that set forth in Annex A hereof. The initial number of shares to be sub-
scribed by countries which are admitted to membership in accordance with para-
graph 2 of Article 3 of this Agreement shall be determined by the Board of Gov-
ernors; provided, however, that no such subscription shall be authorized which
would have the effect of reducing the percentage of capital stock held by regional
members below sixty (60) per cent of the total subscribed capital stock.

2. The Board of Governors shall at intervals of not less than five (5) years
review the capital stock of the Bank. In case of an increase in the authorized
capital stock, each member shall have a reasonable opportunity to subscribe, under
such terms and conditions as the Board of Governors shall determine, to a propor-
tion of the increase of stock equivalent to the proportion which its stock theretofore
subscribed bears to the total subscribed capital stock immediately prior to such in-
crease; provided, h , that the foregoing provision shall not apply in respect
of any increase or portion of an increase in the authorized capital stock intended
solely to give effect to determinations of the Board of Governors under para-
graphs 1 and 3 of this Article. No member shall be obligated to subscribe to any
part of an increase of capital stock.

3. The Board of Governors may, at the request of a member, increase the sub-
scription of such member on such terms and conditions as the Board may deter-
mine; provided, however, that no such increase in the subscription of any member
shall be authorized which would have the effect of reducing the percentage of cap-
ital stock held by regional members below sixty (60) per cent of the total sub-
scribed capital stock. The Board of Governors shall pay special regard to the
request of any regional member having less than six (6) per cent of the subscribed
capital stock to increase E.v—‘nvanneahﬁ share thereof.

IRR
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4. Shares of stock initially subscribed by members shall be issued at par.
Other shares shall be issued at par unless the Board of Governors by a vote of a
majority of the total number of Governors, representing a majority of the total
voting power of the members, decides in special circumstances to issue them or
other terms.

5. Shares of stock shall not be pledeed or encumbered in any manner whatso~
ever, and they shall not be transferable except to the Bank in accordance with
Chapter VII of this Agreement.

6. The liability of the members on shares shall be limited to the unpaid portion
of their issue price.

1. No member shall be liable, by reason of its membership, for obligations of the
Bank.

Article 6
PAYMENT OF SUBSCRIPTIONS

1. Payment of the amount initially subscribed by each Signa-
tory to this Agreement which becomes a member in accordance
with Article 64 to the paid-in capital stock of the Bank shall
be made in five (5) instalments, of twenty (20) percent each
of such amount. The first instalment shall be paid by each
member within thirty (30) days after entry into force of this
Agreement, or on or before the date of deposit on its behalf
of its instrument of ratification or acceptance in accordance
with paragraph 1 of Article 64, whichever is later. The second

instalment shall become due one (1) year from the entry into
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force of this Agreement. The remaining three (3) instalments
shall each become due successively one (1) year from the date

on which the preceding instalment becomes due.

2. Of each instalment for the payment of initia]l subscriptions to the original
paid-in capital stock:

(=) fifty (50) per cent shall be paid in gold or convertible currency; and

(b) fifty (50) per cent in the currency of the member.

3. The Bank shall accept from any member promissory notes or other ob-
ligations issued by the Government of the member, or by the depository desig-
nated by such member, in lieu of the amount to be paid in the currency of the
member pursuant to paragraph 2 (b) of this Article, provided such currency is not
required by the Bank for the conduct of its operations. Such notes or obligations
shall be non-negotiable, non-interest-bearing, and payable to the Bank at par value
upon demand.  Subject to the provisions of paragraph 2 (ii) of Article 24, de-
mands upor. such notes or oblizations payable in convertible currencies shall,
over reasonable periods of time, be uniform in percentage on all such notes or
obligations.

4. Each payment of a member in its own currency under paragraph 2 (b)

of this Article shall be in such amount as the Bank, after such consultation

with the Internationai Monetary Fund a. the Lank may consider necessary and

wtilizing the par value establishcd with the International Monetary Fund,
i# any, determines to be eq nt to the full value in terms of dollars of the
portion of the subsecription being paid. The initial payment shal
arunt as the member considers appropriate hereunder but shall be gubject to

moi
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such adjusiment, to be vifecied within ninety (99) days of the date on which such

payment was due, as shall dectermine to be nccessary to constitute

the full doiiar equivalent of such payment.

5. Paymci sount subscribed to the calluble capital stock of the Bank

shall be subicct to cali ouly as and when required by the Bank to meet its obli-

gations incurred u: ub-paragraphs (ii) and (iv) of Article 11 on borrow-

ings of funds for inclusion in its ordinary capital resources or on guarantees

chargeable to such resources.

» event of the call referred to in paragraph 5 of this Article, payment

on of the member in gold, convertible currency or in

1ons of the Bank for the purpose of

ment of the first instulment referred to in paragraph 1 of this Article shall be
made to the Secretary-General of the United Nations, as Trustee for the Bank,

Article 7
ORDINARY CAPITAL RESOURCES

As uscd in this Agreement, the terin “ordinary capital resources” of the
Benk shall include the following:

(i) authorized capital stock of the Bank, imcluding both paid-in and
callable shares. subscribed pursuant to Article 5 of this Agreement,
except such part thereof as may be set aside into one or more Spe-
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cial Funds in accordance wiih paragraph 1 (i) of Article 1J of
thiy Agrecment;

(ii) funds raised by borrowings of the Bank by virtue of powers confer-
red by sub-paragraph (i) of Article 2. of this Agreement, to waich
the commitment to calls provided for in paragraph 5 of arucie §
of this Agreement is appiicabic;

(iii)  funds ived in repa) of loans or g made with the re~
sources indicated in (i) and (ii) of this Article;

(iv) income derived from loans madc from the aforementioncd funds or
from guarantees to which the commitment to calls set forth in para-
graph 5 of Article 6 of this Agreement is applicable; and

¢v) any other funds or income reccived by the Bank which do not form
part of its Special Funds resources referred to in Article 20 of this,
Agreement.

CHAPTER IIT

OPERATIONS

Article 8
USE OF RESOURCES

The resources and facilities of the Bank shall be used exclusively to
implement the purpose and functions set forth respectively in Articles 1 and
2 of this Agreement.

Article 9
ORDINARY AND SPECIAL OPERATIONS

1 The operations of the Bank shall consist of ordinary operations and special
operations.

2. Ordinary operations shall be those financed from the ordinary capital re-
sources of the Bank.

nmon
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3 Special operations shall be those financed from the Special Funds resources
referred to in Article 20 of this Agreement.

Article 10
SEPARATION OF OPERATIONS

1 The ordinary capital resources and the Special Funds resources of the Bank
shall at all times and in all respects be held, used, committed, invested or other-
wise disposed of entirely separate from each other. The financial statements of
the Bank shall show the ordinary operations and special operations separately.

2. The ordinary capital resources of the Bank shall under no circumstances
be charged with, or used to discharge, losses or liabilities arising out of special
operations or other activities for which Special Funds resources were originally
used or committed.

3. Expenses appertaining directly to ordinary operations shall be charged to-
the ovdinary capital resources of the Bank. Expenses appertaining directiy to
special operations shall be charged to the Special Funds resources. Any other
expenses shall be charged as the Bank shall determine.

Article 11
RECIPIENTS AND METHODS OF OPERATION

Subject to the conditions stipulated in this Agreement, the Bank may
facili fi to any
or political subdivision thereof, or any entity or enterprise operating in the terri-

b

provide or , or any agency, instrumentality
tory of a member, as well as to international or regional agencies or entities con-
cerned with economic development of the region. The Bank may carry out ils
operations in any of the following ways:
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(i) by making or participating in direct loans with its unimpaired paid-
in capital and, except as provided in Article 17 of this Agrcement,
with its reserves and undistributed surplus; or with the unimpaired
Special Funds resources;

(i) by making or participating in direct loans with funds raised by the
Bank in capital markets or borrowed or otherwise acquired by the
Bank for inclusion in its ordinary capital resources;

(iii) by investment of funds referred to in (i) and (ii) of this Article
in the equity capital of an institution or enterprise, provided no
such investment shall be made until after the Board of Governors,
by a vote of a majority of the total number of Governors, represent-
ing a majority of the total voting power of the members, shall have
determined that the Bank is in a position to commence such type of
operations; or

(iv) by guaranteeing, whether as primary or secondary obliger, in whole

or in part, loans for devel participated in by the
Bank.
Article 12
LIMITATIONS ON ORDINARY OPERATIONS
L The total amount outstanding of loans, equity investments and guarantees

made by the Bank in its ordinary operations shall not at any time exceed the
total amount of its unimpaired subscribed capital, reserves and surplus included
in its ordinary capital resources, exclusive of the special reserve proviaed for by

now«



BN R SRR

ﬂAmAm@AD;_EEﬁB%,Tf% Kmm.@ vnuu.ﬁuﬂé*TAﬁ%@@vﬁ%m
IO WA YEEL 100 VR VAU S 8HE G S I N
WY EEO S
N KK o YRS 0 RIERKISHE RS RIEEL 20D Q1
KEERQODNLAKNETLN O Sy g #iHQEmVEID
UKL RO Y WRK ORMEIBRELD 53808 Ve’
| QEATHELRC (AR LOE< L QIRK QR HIE L ®
RN BEQ S
o FHLOEEIKFE & ORI X Uih R Y 2 O Y
e fm HHOLRPH” VOEWMPYKEYE IS Y
ﬁﬁ@%ﬁéhru&u¥&ﬁ¢ﬂ0mﬁﬁ@ﬁﬁﬁxwﬁ
N S CHHEHX O RKEEOURE R OB VYR VL @
TRBEHIESINVBOF T —Y N - N B0 50
v KEXOERONUWOB L INELX SUHKOmY Y
OSWVEEBERY RIS QIO B -UH A 0 25 N 0w
PEEOMS® U DO KKK NI 4 10 9 STEK 06 IR
G & RN SR ¢ QKN ~ o MMH X B
WOMBRNETE OV OV BRONS

B ORI LO He QEWOKE

B WHEIEo IO XSO YN B oLiR
KOV KOLHPRORMY S Oe” BENMEEAIVEP
N °

= MR R R R O R QM A0 BB Q MM

no+«K

Article 17 of this Agreement and other reserves not available for ordinary opera~
tions,

2. In the case of loans made with funds borrowed by the Bank to which the
commitment to calls provided for by paragraph 5 of Article 6 of this Agreement
s applicable, the total amount of principal outstanding and payable to the Bank
in a specific currency shall not at any time excced the total amount of the prin- ’
cipal of outstanding borrowings by the Bank that are payable in the same currency.

3. In the case of funds invested in equity capital out of the ordinary capital
resources of the Bank, the total amount invested shall not exceed ten (10) per
cent of the aggregate amount of the unimpaired paid-in capital stock of the Bank
actually paid up at any given time together with the reserves and surplus included
in its ordinary capital resources, exclusive of the special rescrve provided for in
Article 17 of this Agreement.

4. The amount of any equity investment shall not exceed such percentage
of the equity capital of the entity or enterprise concerned as the Board of Direc-
tors shall in each specific case determine to be appropriate. The Bank shall
not seek to obtain by such an investment a controlling interest in the entity or
enterprise concerned, except where k8~nn¢.m. an..rn

Bank.

Article 13
PROVISION OF CURRENCIES FOR DIRECT LOANS

In making direct loans or participating in them, the Bank may provide
financing in any of the following ways:

(i) by furnishing the borrower with currencies other than the currency
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of the member in whose territory the project concerned is to be car-
ried out (the latter currency hereinafter to be called “local cur-
rency”), which are necessary to meet the foreign exchange costs of
such project; or

by providing financing to meet local expenditures on the project
concerned, where it can do so by supplying local currency without
selling any of its holdings in gold or convertible currencies. In
special cases when, in the opinion of the Bank, the project causes or
is likely to cause undue loss or strain on the balance of payments of
the member in whose territory the project is to be carried out,
the financing granted by the Bank to meet local expenditures may
be provided in currencies other than that of such member; in such
cases, the amount of the financing granted by the Bank for this
purpose shall not exceed a reasonable portion of the total local ex-
penditure incurred by the borrower.

Article 14

OPERATING PRINCIPLES

The operations of the Bank shall be conducted in accordance with the fol-
lowing principles:

(i)

The operations of the Bank shall provide principally for the financ-
ing of specific projects, including those forming part of a national,
sub-regional or regional development programme. They may, how-
ever, include loans to, or guarantees of loans made to, national de-
velopment banks or other suitable entities, in order that the latter
may finance specific development projects whose individual financ-
ing requirements are not, in the opinion of the Bank, lurge enough
to warrant the direct supervision of the Bank;

noy
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(iif)

iv)

wip

(i)

(iii)

(iv)

)

(vi

-

(vii)

(vhii)

(ix)

no<

In selecting suitable projects, the Bank shall al-
ways be guided by the provisions of sub-paragraph
(ii) of Article 2 of this Agreement;

The Bank shall not finance any undertaking in the territory of a
member if that member objects to such financing;

Before a loan is granted, the applicant shall have submitted an ade-
quate loan proposal and the President of the Bank shall have pre-
serted to the Board of Directors a writwn report regarding the pro-
posal, her with his d
study;

, on the basis of a stafl

In considering an application for a loan or guarantee, the Bank

wotain financ-

shall pay due regard to the ability of the borrower
ing or [acilities elsewhere on terms and conditions that the Bank
considers reasonable for the recipient, taking intu account all perti-
nent factors;

In making or guaranteeing a loan, the Bank shall pay due regard to
the prospects that the borrower and its guarantor, if any, will be
in @ position to meet their obligations under the loan contract;

In making or guaranteeing a loan, the rate of interest, other charges
and the schedule for repayment oi principal shall be such as are, in
the opinion of the Bank, appropriate for the loan concerned;

In guaranteeing a loan made by other investors, or in underwriting
the sale of securities, the Bank shall receive suitable compensation
for its risk;

The proceeds of any loan, investment or other financing undertaken
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(x)

(xi)

(xii)

(xiii)

in the ordinary operations of the Bank or with Special Funds estab-
lished by the Bank pursuant to paragraph 1 (i) of Article 19, shall
be used only for procurement in member countries of goods and
services produced in member countries, except in any case in which
the Board of Directors, by a vote of the Directors representing not
less than two-thirds of the total voting power of the members, de-
termines to permit pr nt in a b

country or of
goods and services produced in a non-member country in special
circumstances making such procurement appropriate, as in the case
of a non-member country in which a signifi amount of fi

has been provided to the Bank;

In the case of a direct loan made by the Bank. the borrower shall
be permitted by the Bank to draw its funds only to meet expend-

itures in connexion with the project as they are actually incurred;

The Bank shall take the necessary measures to ensure that the pro-
ceeds of any loan made, guaranteed or participated in by the Bank
are used only for the purposes for which the loan was granted and
with due attention to considerations of economy and efficiency;

The Bank shall pay due regard to the desirability of avoiding a dis-
proportionate amount of its resources being used for the benefit of
any member;

The Bank shall seek to
vestments in equity capital; it shall not assume responsibility for
managing any entity or enterprise in which it has an investment,
except where y to safs d its i and

ble diversification in its in-

no=
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(xiv) The Bank shall be guided by sound banking principles in its
operations.

Article 15
TERMS AND CONDITIONS FOR DIRECT LOANS AND GUARANTEES

1. In the case of direct loans made or participated in or loans guaranteed by
the Bank, the t shall blish, in ity with the op g ipl
set forth in Article 14 of this Agreement and subject to the other provisions of
this Agreement, the terms and conditions for the loan or the guarantee concerned,
including those relating to pay oi p pal, interest and other charges,
maturities, and dates of payment in respect of the loan, or the fees and other
charges in respect of the guarantee, respectively. In particular, the contract
shall provide that, subject to paragraph 3 of this-Article, all payments to the
Bank under the contract shall be made in the currency loaned, unless, in the case
of a direct loan made or a loan guaranteed as part of special operations with
funds provided under paragraph 1 (ii) of Article 19, the rules and regulations of
the Bank provide otherwise. Guarantees by the Bank shall also provide that the
Bank may terminate its liability with respect to interest if, upon default by the
borvower and the guarantor, if any, the Bank offers to purchase, at par and in-
terest accrued to a date designated in the offer, the bonds or other obligations
guaranteed.

2 Where the recipient of loans or guarantees of loans is not itself a member,
the Bank may, when it deems it advisable, require that the member in whose
territory the project concerned is to be carried out, or a public agency or any
i lity of that b table to the Bank, guarantee the repay-
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ment of the principal and the payment of interest and other charges on the loan
in accordance with the terms thereof.

3.  The loan or guarantee contract shall expressly state the currency in which
all payments to the Bank thereunder shall be made. At the option of the bor-
rower, however, such payments may always be made in gold or convertible
currency.

Article 16
COMMISSION AND FEES

1 The Bank shall charge, in addition to interest, a commission on direct loans
made or participated in as part of ite ordinary operati This ission, pay-
able periodically, shall be computed on the amount outstanding on each loan or
participation and shall be at the rate of not less than one (1) per cent per annum,
unless the Bank, after the first five (5) years of its operations, decides to reduce this
minimum rate by a two-thirds majority of its members, representing not less
than three-fourths of the total voting power of the members.

2. In guaranteeing a loan as part of its ordinary operations, the Bank shall
charge a guarantee fee, at a rate determined by the Board of Directors, payable
periodically on the amount of the loan outstanding.

3. Other charges of the Bank in its ordinary and any
fees or other charges in its special operations shall be determined by the Board of
Directors.
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