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COUNTRY COST-SHARING ARRANGEMENTS AND  
ELIGIBLE EXPENDITURE FINANCING PARAMETERSa 

 
Item  Parameter Explanation 

Country cost-
sharing ceiling

b
 

for loans (2012-
2013)  

Up to 99%  
 

This is the same ceiling under the previous CPS 2006-2010. The actual average 
financing share portfolio-wide, however, will be below 99% as revenue-generating 
projects will have a higher government financing ratio. 
 

The high country cost-sharing ceiling will contribute to a reduction in fiscal 
pressures, enable recurrent spending to be met, and free-up resources that can be 
used to build management capacities in local governments. Moreover, given the 
relatively high levels of public debt, the 99% financing ceiling will help improve the 
structure of the public debt by encouraging the government to make full use of 
concessionary ADF assistance, as opposed to costlier supplier’s credits or domestic 
borrowing. 
 

The real share of ADB financing is unexpected to reach 99%, but a ceiling of 99% 
will be applied. The higher ceiling is warranted in light of Bhutan’s narrow export 
base, high public debt overhang, and vulnerability to volatile external market 
circumstances.  Although the country cost-sharing ceiling will be set at 99% for the 
portfolio as a whole, barring unforeseen events, the forecast country cost-share for 
the next two years would be on the order of 10-15% given the share of the expected 
program portfolio allocated to revenue generating power sector and urban 
development projects. 

Country cost-
sharing ceiling

b
 

for TA and other 
grants (2012-
2013)  

Up to 99% Current practice in Bhutan is that ADB meets all of the consulting costs and other 
external inputs, while the government provides in-kind support in the form of 
counterpart staff, office accommodation, and facilities equivalent to 15-20% of the 
project value. The government does not normally make a separate budget (cash) 
contribution to TAs. As TA requirements shift to include increasingly sophisticated 
financial management, governance, and infrastructure-system management 
requirements, the government may need to draw on specialized international 
services for which a higher share of ADB financing may be required. 

Cost-sharing 
ceiling

b
 for all 

sectors  

Up to 99% 
 

Sector-specific variations to the country ceiling have been discussed but are not 
favored by the government. Generally, cost-sharing arrangements will be less 
favorable for infrastructure investments where some measure of cost-recovery is 
feasible, and will be more favorable for those where direct cost-recovery would be 
either inefficient or infeasible. Thus, on a portfolio-wide basis, ADB’s financing 
share, on average, is likely to be about 85%. 

Recurrent cost 
financing

c
 

No country 
limit other than 
the cost-
sharing 
ceilings 

No change is proposed from current practice. ADB will continue to monitor the fiscal 
situation and its implications for recurrent cost requirements. ADB financing of 
recurrent costs is expected to remain within a modest range throughout this interim 
CPS period. 

Taxes and 
duties  

None Taxes and duties are considered reasonable and nondiscriminatory. ADB may 
finance taxes and duties associated with project expenditures. For each project, 
ADB will examine whether taxes and duties constitute an excessively high share of 
project costs. 

ADB = Asian Development Bank, ADF = Asian Development Fund, CPS = country partnership strategy, TA = 
technical assistance.  
Notes: Financing parameters for Bhutan were approved by the President on 28 November 2007. 
a  

ADB policy on cost-sharing is governed by ADB. 2005. Cost Sharing and Eligibility of Expenditures for Asian 
Development Bank Financing: A New Approach. Manila. 

b  
Country cost-sharing ceilings are financing parameters that indicate the maximum share of costs ADB will finance 
with respect to an aggregate portfolio of projects in a developing member country (DMC), over the country 
partnership strategy period for that DMC. 

c  
Under the new policy, recurrent costs of the borrower continue to be eligible for ADB financing. These are costs 

that need to be regularly or periodically incurred, and could include salaries and operating costs. However, only 
recurrent costs during the implementation phase of projects will be eligible, and only up to an amount that would be 
in line with sound banking principles. 

Source: Asian Development Bank.  




