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COMPARISON OF FINANCING MODALITY 
 

Issues 

Financing Modality 

Remarks MFF Project Loan 

The investment program 
is estimated to cost 
$1,225.26 million, ADB 
financing is requested for 
$500 million.  

MFF enables ADB to offer financial 
resources to the client in a series of 
separate tranches. 

The possible size of the project loan is 
less than the requirement. 

MFF modality is preferred. The MFF 
is indicatively to be carried out in 
two tranches, the scope of which will 
depend on disbursement progress 
and project preparatory works by 
the government, which will facilitate 
high readiness at entry. 
 

Long-term support and 
engagement in the rural 
road sector  

MFF allows ADB to provide assistance 
programmatically and aligned with the 
long-term needs of the client. The 
investment program is aligned with the 
CPS, the COBP, and the current 
Three-year Action Agenda. The long-
term engagement will foster 
continuous capacity development 
support for the overall government’s 
PMGSY program to ensure 
sustainability of the physical 
investment. 
 

A stand-alone project loan limits its 
support to smaller scale intervention and 
policy implementation. 

MFF modality is preferred. It 
enables ADB to be more responsive 
to the government’s needs in terms 
of continuing support for sector 
reforms through the strengthening of 
the RRNMU and RCTRC. It will also 
allow flexibility to facilitate transition 
from PMGSY-I to PMGSY-II by the 
eligible states. 

Policy dialogue and 
coordination in the 
transport sector  

MFF provides a platform for 
continuous policy dialogue with the 
government on a long-term basis.  

Possible, but limited to short-term 
interventions.  

MFF can facilitate policy dialogue on 
a more stable and longer-term 
basis. It also allows flexibility in 
response to interventions by 
development partners. 
 

Operational flexibility MFF allows having more opportunities 
to review and adjust implementation 
plans during MFF implementation. 

Limited flexibility is provided, compared 
to MFF. 

MFF modality is preferred as it 
provides flexibility for long-term 
sector development to adjust with 
the government’s needs in the 
sector. 
 

http://www.adb.org/Documents/RRPs/?id=48226-002-3
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Issues 

Financing Modality 

Remarks MFF Project Loan 

Transaction costs and 
financial charges 

MFF modality potentially reduces the 
transaction cost more than a 
standalone project in preparation of 
subsequent tranches and 
implementation.  
 
Using MFF modality, financial charges 
for the government are lower as the 
commitment charge is only applicable 
to the loan amount committed for each 
tranche, not for the entire facility. 

A stand-alone project loan will likely 
incur higher commitment charges, 
considering the loan amount for the 
large-scale project. 

MFF modality is preferred. The 
commitment charges to be paid by 
the government for the individual 
tranches are lower than for a large-
scale stand-alone loan to finance 
the entire project. 

ADB = Asian Development Bank, COBP = country operations business plan, CPS = country partnership strategy, MFF = multitranche financing facility, PMGSY = 
Pradhan Mantri Gram Sadak Yojana, RCTRC = rural connectivity training and research center, RRNMU = rural road network management unit. 
Source: Asian Development Bank. 

 
 


