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Purpose, Scope
and Methodology
of the Evaluation

During the past decade, the development com-
munity has seen an evolution in the establishment
and use of trust funds as an additional technical
and financial instrument for cooperation and
support, complementing traditional lending and
donor aid. Today, trust funds are an important
source of financing for pre-investment studies,
enhanced project cycle work, capacity building
and analytical studies. After having been treated
asa “side” or “non-core” activity by the Multilateral
Development Banks (MDBs), there has been
recognition of the need to ensure that such funds
and their utilization are aligned with the specific
strategic priorities of the MDBs and are integrated
into the policies, processes and general operations

and systems of the institutions.

The African Development Bank (AfDB), like
its sister institutions, recognizing the potential
benefits of trust funds and the need to develop
amore formalized framework for the design and
application of such funds, approved a framework
as set forth in the 2006 Proposal for Technical
Cooperation Fund Reform. Subsequent reviews
have monitored progress on the reforms cul-
minating in the 2011 Task Force Report to the
SMCC, “Actions to Improve Strategic Alignment
and Management of Trust Funds and Other Initi-
atives with External Partners” that recommended
further reforms focusing on operational processes
and procedures, monitoring and reporting, rela-

tionship management and institutional structure.

Despite the reforms being implemented
since 2006, donors and recipients are voicing
persistent concerns about an apparent lack
of disbursements and slow processing times
with potentially serious implications for future
funding and reduced credibility of the Bank.
OPEV conducted a quick-turnaround evalu-
ation focusing on the issues related to the
establishment and implementation of the 28
bilateral and thematic trust funds monitored and
partly administered by ORRU, excluding global
funds such as the Global Environmental Facility
(GEF) or the Climate Investment Fund (CIF) in
which AfDB is an executing agency but not a
trustee. This evaluation does not address issues
of development effectiveness or impact of the
funds but rather the procedural effectiveness of
their implementation. The Evaluation attempts:
to set forth the scope and scale of the proce-
dural issues; to distinguish at what stage in the
process problems are most critical; and what
the key factors are behind the problems and the
implications for policy, process, organizational

structure and human resource reforms.

The methodological approach was based on
a combination of: data regarding trust fund
transfers, approvals and disbursements; interviews
with a range of trust fund managers and task
managers; prior reviews of the portfolio and
individual trust funds; and a compparator analysis
with other relevant MDBs. In lieu of interviewing
donor agencies, meetings were held with relevant
members of the Board. No discussions were held

with recipients or client countries.
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Disbursements, Processing
Times and Costs

Since the 2006 report, the scale and scope of the
AfDB trust fund portfolio has changed substan-
tively. In 2006, the portfolio mainly consisted of
bilateral funds. Annual contributions to the funds
were about UA40 million and disbursements
about UAG.5 million. By 2011, annual contributions
rose to about UA85 million and disbursements
increased to UA40 million, 75% from thematic
funds. The 2006 reforms were formulated in a
different context from today and were primarily
directed at bilateral trust fund issues. Thematic
trust funds have raised a different set of challenges
requiring rethinking by Management as indicated

by the findings of this Evaluation.

Disbursements. Although the AfDB Trust Fund
portfolio has grown rapidly, it still represents
less than 1 percent of ADB/ADF lending levels
and is well below the number of trust funds
and disbursement levels of other MDBs. AfDB
is the lowest with an equivalent of USS$61
million of disbursements compared with
US$3.2 billion for the World Bank (equivalent
to over 10% of lending), US$150 million for the
AsDB and US$100 million for the IADB (both
equivalent to less than 1% of lending). Still, the
reputational risks of trust funds to the AfDB
are greater than their relative level of resources.
A key criticism heard inside and outside the
AfDB is that trust funds are not disbursing fast
enough. However, this Evaluation finds that
the perception of pervasive low disbursements
is not justified and that the indicators for the
overall portfolio appear reasonable in terms of
the types of activities funded and the mode of

execution compared with investment lending.

The negative perception seems to be a result
of three factors: (i) a consistently overambitious
set of expectations at the time of trust fund
establishment; (i) a number of high profile trust
funds which have experienced problems specific
to those funds; and (iii) a lack of data and a
lack of clarity in the indicators measured and
provided by ORRU. Despite this finding, the
Evaluation has identified a number of critical
issues that, if not addressed, will jeopardize the
effectiveness and credibility of AfDB Trust Fund
management and increase the reputational risks

of the current and future funds.

Applying a calculation of the annual disbursement
rates based on the approach used for ADB/ADF
lending results in a disbursement rate for 2011
of 31% for thematic funds and 40% for bilateral
funds. This compares with the ADB and ADF
investment lending disbursement rates in the
same year of 15% and 18% respectively. While one
would expect trust funds with a primary focus on
technical assistance to disburse faster than invest-
ment lending, the actual rate is reasonable. There
are individual trust funds with slow disbursements
for reasons specific to those funds. The Congo
Basin Forestry Fund (CBFF) has faced challenges
because of the execution through non-traditional
partners, NGOs. The Rural Water Supply and
Sanitation Initiative (RWSSI) was disbursing
against capital investments for which lending
type disbursement results could be expected.
Without those two funds, the disbursement rate
for thematic funds would rise to a very credible
45%. Similarly the bilateral fund indicators appear
reasonable with an overall disbursement rate of
40% though there is a range of variation among

individual funds.
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Processing Times. The reforms of 2006 were

directed at standardizing and simplifying pro-
cesses related to the vetting of trust fund project
proposals, mainly related to bilateral trust funds.
A “bulk” approach to calling for and vetting
proposed projects to be funded was established
and target timelines were set. Unfortunately the
timelines have not been monitored but interviews
with staff and trust fund managers indicate that

the process still faces problems.

A key effort was directed at gaining greater delega-
tion of authority where donors delegate approval
to the Bank for projects less than US$100,000.
This is a particular problem for bilateral funds.
The lack of progress in this regard has resulted
in delays and uncertainty by trust fund and task
managers and a relatively high rejection rate in
some cases. Staff also complain about the lack
of information and advance warning about calls
for proposals. There is a tendency to shop around
and many get discouraged. Trust fund managers
complain that many donors take more than the
allotted three weeks to respond and delays on

individual decisions can be extensive.

Since 2006, the growth of thematic funds has
raised different processing issues. By their nature,
multi-donor funds require more time to nego-
tiate their establishment. More critical are the
delays between approval and effectiveness and
between effectiveness and first disbursements
for trust funded projects which can double the

implementation time of a project.

Costs. A serious information gap is the lack of
cost data for the management of trust funds

and project implementation. There are many

alternative trust fund models being used by the
Bank with a range of management structures.
Some have extensive staffing and related support
while others are poorly resourced. This Evalua-
tion has identified the need for greater resources
to be devoted to trust fund management and
implementation but a detailed cost analysis is
essential. The analysis should focuse on the cost
of Bank staff and related consultants involved in
establishing a fund, administering the fund and

designing and implementing approved projects.

Key Issues

Setting Expectations. As discussed above the
perceptions about disbursements can often
be traced to the setting of expectations. The
critical time to set expectations is at the time
of the Fund'’s establishment to avoid excessively
ambitious targets. The process by which decisions
are made to establish a fund comes into question
based on some recent examples. It is crucial that
implementation issues and related arrangements
and the potential reputational risks be put on
the table. The SMCC Task Force Report correctly
focused on the decision-making at this stage in
the process and it is hoped that the establishment
of a Standing Committee on Partnerships will
provide the opportunity to ask fundamental

questions and take hard decisions on new funds.

Overlapping Trust Funds. As the portfolio
grows, there is evidence of overlap in the types
of activities funded. With the scale of funds
being highly variable, many of the smaller funds
do not have enough resources to ensure support
to approved projects and recipients, lacking
the necessary economies of scale. Many of the

bilateral trust funds support activities that would
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qualify under the South-South Partnership. The

three water-related trust funds offer opportunities
for greater synergies. The private sector oriented
nature of the Fund for Africa Private Sector
Assistance (FAPA), the Migration and Develop-
ment Trust Fund and the Microfinance Capacity
Building Trust Fund require similar expertise but
are managed by different Vice Presidencies. Other
MDBs have made efforts to provide a framework
or platform by which related trust funds are
strategically coordinated with the various funding
sources while distinct governance arrangements
are maintained for individual funding windows
on the platform. Moreover, such arrangements
can help provide economies of scale for support

services to the trust funds on the platform.

Issues at Stage of Implementation. Clearly the
greatest gap in terms of Bank trust fund policy,
process and human and financial resources is
implementation. While the reforms and subse-
quent reviews have focused on the establishment
and activity vetting stages of trust funds, the issues
of implementation have been largely ignored.
Although disbursements appear reasonable, a
range of serious concerns regarding trust funded
activity execution are increasingly evident,
especially with the thematic funds and a shift
to more recipient-executed activities including
non-traditional recipients. There are three key
areas to be addressed: applicability of fiduciary
policies; partnering with NGOs; and getting

incentives right.

Applicability of Fiduciary Policies. Donors
consistently claim that Bank procedures for
financial management and procurement

are too cumbersome and slow. Reviews of

individual trust funds have repeated this
call for simplification and streamlining. The
criticism is not limited to the AfDB but affects
all MDBs whose policies and procedures are
largely consistent. It is important to first rec¢
ognize that donors place their funding with
the Bank because of its fiduciary policies and
it is unclear if they are willing to accept the
heightened risks of allowing greater flexibility.
But there is a question as to whether there
is a need for policy reform or improvements
in the application of policies. The CBFF and
Zimbabwe Fund have applied innovative
approaches to procurement and disburse-
ment that would require policy reforms
if they are to be extended. The lessons of
those initiatives should inform Bank Board
and Management on potential changes. But
for the most part, the issue is more in the
application of policies. Bank procurement
policy, for example, offers options when
standard practices are impractical. The
challenge is whether the task manager has
the capability and confidence to make such
ajudgment or has access to effective support
to help in such a decision. With almost
half of task managers having less than four
years of experience in the Bank, the issue
of mandatory training is critical, especially
taking into account the recent changes to
the Delegation of Authority Matrix (DAM).
In addition, the ability to get required support
from trained staff is uneven with some trust
funds well-resourced to ensure such support

but others lacking sufficient resources.

Partnering with NGOs. One of the

advantages of trust funds is their flexibility in
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providing funds to NGOs and other parties

who are not eligible for traditional lending by
the Bank. However, this opportunity raises
challenges in adapting Bank policies and
practices to these non-traditional partners.
While many trust funds have not experi-
enced difficulties in working with NGOs,
the challenges have been most evident with
CBFF. The most recent effort to address
concerns of donors and NGOs under CBFF
detailed a number of financial management,
disbursement and procurement difficulties.
Most only required a clarification on how
to handle issues but not a change to policy.
However, the experience makes it clear that
the Bank will have to provide more “on the
ground” support to such NGOs with serious
resource and time implications. The recent
Framework for Enhanced Engagement
with Civil Society Organizations and the
related Action Plan offers an opportunity
to address these issues but trust funds are

not mentioned in the Framework.

ii.  GettinglIncentives Right. Since trust funds
represent a small percentage of financial sup-
port to clients by the AfDB compared with
lending, task managers tend to consider them
asasecondary priority. Getting the incentives
right requires actions on three elements: (i)
resources; (ii) positive feedback for good per-
formance; and (iii) monitoring and response
to lack of progress. ORRU has focused on
the third element by targeting inactive
activities and pursuing cancellation that has
had success in cleaning-up the portfolio. But
it is the first element, resources, that is the

most crucial. Trust funded activities have

high transaction costs for a task manager; but
there are no additional resources provided for
managing such activities. Without a detailed
assessment of the administrative costs of
alternative trust fund models, the Bank is
traveling blind on this crucial issue. Calls
for incorporating related key performance
indicators for task managers will not be easy
given all the other measures and tasks the
staff face. What should be emphasized, how-
ever, is that such indicators for task managers
will not be effective if related indicators are
not included for managers and even at Vice
President Complex level. Without addressing
incentives up the chain of command, the
signals become obscure further down the

line.

The Role of ORRU

ORRU'’s future role and institutional placement
is still undecided despite the recommendations
of the SMCC Task Force. This Evaluation sees a
clear need for a unit such as ORRU to oversee,
monitor and report to Management on the
bilateral and thematic trust funds, provide trust
fund management support, assess policy gaps and
interact with donors as well as manage bilateral
trust funds. ORRU currently is not set up to fulfill
such a role and has little credibility with thematic
fund managers. Without clear authority ORRU is
not able to effectively carry out its function. In
addition, ORRU’s placement in an operational
vice presidency represents a potential conflict of
interest. At present, ORRU remains in an uncertain
state. But it should be emphasized that the Sector
Departments are principally responsible for actual
trust fund implementation, especially for thematic
funds.
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Defining Appropriate
Indicators

Despite ORRU's quarterly reporting and the
setting of targets by the Bank, there is very little
data compiled in a manner that is consistent and
reliable. There is much confusion over the data
that are available and there is a great lack of under-
standing of the meaning and applicability of the
various measures reported. There is also limited
cooperation by the thematic fund managers in
providing information to ORRU. This Evaluation
has set forth a number of indicators that should
provide a basis for discussion between the various
stakeholders to determine which are most critical
to their needs. The joint effort to agree on such
indicators and targets will be important for
enhancing understanding and commitment on

all sides.

Recommendations

Policy and institutional issues for enhancing
synergies and strategic alignment of Trust
Funds

Clarify the future role of trust funds in terms
of scale and scope and focus on resolving
issues highlighted by the evaluation. A new
policy on trust funds could be useful to address
the changing size and composition of the port-
folio. But crafting a policy at this time would be
premature and this Evaluation suggests waiting for
about two years. Instead the AfDB should clarify
the future role of trust funds in terms of scale
and scope. Moreover it should focus on resolving
the specific issues indicated in this Evaluation
and on reviewing experience with the range of
trust funds and the arrangements that are now
being applied (such as in CBFF and the Zimbabwe

Fund). In the interim, the Bank should be open to

a range of trust fund options. While preference
could be given to thematic funds, this should not
preclude the option of bilateral funds that provide
important flexibility outside the chosen themes
where important financing gaps are identified.
Also, the Bank should be open to the option of a
country trust fund (as per Zimbabwe) as a means
of addressing funding and coordination on the

ground in fragile states

Test the “platform” approach to related
trust funds similar to those applied by the
AsDB and World Bank. Initial opportunities for
piloting such an approach are: the water-related
trust funds, the South-South Facility and related
Bilateral funds; and/or FAPA, Migration and
Microfinance Trust Funds. The pilot should be
designed to achieve benefits in terms of overall
strategic framework, coordination and potential
economies of scale in providing support and
management services while respecting, to the
extent possible, the governance requirements of

the various donors.

The ongoing review of CSO partnership
experience should incorporate a review of
trust fund experience with NGOs. It should
result into the preparation of specific guidelines
for task managers in assessing NGO capability
and in alternative fiduciary and disbursement
procedures that should be discussed with regional
and international NGOs. The review and guide-
lines provide an important opportunity for the
Bank to engage with NGOs and raise the level of

mutual trust and support.

The status and role of ORRU should be

finalized. The Evaluation findings underscore the
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critical role that ORRU should play but it requires

a substantial change to its functions, even beyond
the specifications of the SMCC Task Force, and
a clear statement of support from Management.
Once finalized, there will be a need to prepare a
staffing strategy, including training for existing
staff, and to estimate resource requirements. The
finalization of the role of ORRU should then be
consistent with its placement within the institu-
tion. The SMCC Task Force analysis is supported
by this Evaluation. It is important to recognize
the important resource mobilization relationship
between ORRU and ORMUI. Besides considering
that the two units report to the COO, another
option is for the two units to report to the CFO,

as in some other MDBs.

Rationalizing processes, procedures, timelines
and costs, and strengthening reporting

Ensure progress on delegation of authority
in the approval of trust-funded projects,
replace the setting of arbitrary thresholds
and enhance annual reporting including on
processing times under the various trust
funds. Bank Management should set a policy
that after the first one or two years of a fund
(mainly pertaining to bilateral funds), there should
be full delegation of authority to the Bank as both
the Bank and the donor gain understanding and
trust. This would replace the setting of arbitrary

thresholds.

Clarify the implementation modality, man-
agement structure and resources required
with a realistic timeline for disbursements.
The newly instituted review process adopted by
the SMCC should ensure that it is adequately

taking into consideration implementation and

resource issues. In particular, proposals should
be clear about the implementation modality,
management structure and resources required
with a realistic estimate of the timeline for
disbursements. Specifically the implementation
arrangements and resource requirements for
the Migration and Development Fund and the

Micro-Finance Facility should be reviewed.

The process should be monitored over the next
year to ensure that it is meeting its objectives and

adequately setting expectations.

A costing analysis should be conducted to
inform Management of the Bank’s costs
incurred in the management and execution
of trust funds and approved projects. While
implementation of the ATRS is in its early stages,
the analysis could be conducted by taking
different types of funds (bilateral vs. thematic;
recipient vs. bank executed; investment vs.
technical assistance) and selecting a sample for a
detailed analysis. This analysis should inform Bank

policy on trust fund fees.

Key Performance Indicators proposed in
the Task Force report to the SMCC should
be revised taking into consideration the
analysis and indicators prepared in this
Evaluation. The Key Performance Indicators
proposed in the Task Force report to the SMCC
should be revised taking into consideration the
analysis and indicators (Annex 5) prepared in this
evaluation. A process of consultation should be
followed with the Board, Management and staff
to enhance understanding and commitment. The
results should lead to a reformulation of ORRU’s

reporting to Management and the Board.

TRUST FUND MANAGEMENT AT THE AFRICAN DEVELOPMENT BANK: An Independent Evaluation




Revamp ORRU’s website to make it user-
friendly and informative. This should include
providing the necessary information on individual
trust fund requirements and a calendar of upcom-

ing calls for proposals.

Strengthening Operational Capacity

Develop an action plan to enhance the pro-
curement capabilities and support to trust
funds and related activities. The Action Plan
should: incorporate a mandatory training program

for task managers in consultant procurement:

preparation of clear and succinct guidance notes

including examples; and an assessment of options
for providing more support in a timely manner to
trust fund managers and task managers through
direct assignment of procurement staff to indi-
vidual funds and/or placing capacity in ORRU. As
part of this effort, an e-learning course should be
prepared for management of trust fund projects.
This should be mandatory for task managers of
trust fund projects to successfully complete the
course. The World Bank program could serve as

an example and a useful starting point.
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Management welcomes OPEV's evaluation of

the Trust Fund Management. The evaluation
recognises progress made in managing trust
funds and identifies areas where the Bank could
use resources more effectively, efficiently and
strategically. Management notes with interest
that trust fund disbursement rates are found to
be reasonable. It also readily acknowledges that
certain aspects of trust fund management can be
improved in particular through better institutional
arrangements. In this connection, further consid-
eration should be given to the Partnerships and
Cooperation Unit's (ORRU) role and institutional
placement within the Bank. ORRU needs to be
in a better position to support, oversee, monitor
and report to Management on the bilateral and

thematic funds entrusted to the Bank.

In recent years, the scale and scope of trust funds
has considerably expanded with disbursements
increasing more than six fold, rising from UA
6.5 million in 2006 to almost UA 40 million
in 2011. Increasingly, trust funds provide the
Bank with additional technical and financial
instruments that complement traditional
lending. They provide grant financing to sup-
port analytical and knowledge work, capacity
building and project preparation vital to the
Bank’s operations. Thematic funds, in particular,
have grown fast, representing almost 75% of

portfolio disbursements.

Recognising the benefits of trust funds and the need
to develop a more formalised framework to guide

theirimplementation, the Bank approved in 2006 a

Proposal for Technical Cooperation Fund Reform!
(“Trust Fund Policy”). The reform introduced a series
of policies and processes to standardise and simplify

the Bank’s trust fund management system.

Recent reviews of the Trust Fund Policy have
shown significant progress in implementing trust
funds. These include, inter alia, the promotion of
multi-donor thematic trust funds, the phasing
out of tied trust funds, the introduction of a
standard administrative fee and the establishment
of minimum thresholds for new funds. However,

a number of persistent challenges remain.

The most recent Management review of trust
fund management was the 2012 FNVP Task Force
Report to SMCC entitled: Actions to Improve Stra-
tegic Alignment and Management of Trust Funds
and Other Initiatives. The report recommended
further reforms focusing on operational processes
and procedures, monitoring and reporting, rela-
tionship management and institutional structure.
The report led to the establishment in June 2012
of a Standing Committee on Partnerships (SCP)
designed to assess and review proposals relating
to the establishment of new partnerships with
external parties, including trust funds and special
initiatives. One of its key objectives is to ration-
alise trust funds while securing better strategic
relevance with the Bank’s priorities, strategies

and policies.?

1 ADB/BD/WP/2005/113/Rev.3

2 The SCPis comprised of: ORRU (Chair and Secretariat),
ORMU (Alternate Chair), a representative designated by
(ORVP) and senior staff from GECL, COBS, ORQR, STRG and
FFCO.
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Disbursements

Management notes with interest that trust fund
disbursement rates are found to be reasonable and
in line with other multilateral development banks.
As the evaluation rightly points out, oft-raised
concerns about the Bank’s slow disbursements
have created a reputational risk.*> The evaluation
finds, however, that the Bank’s disbursement
performance is good considering the types of
activities funded. That being said, Management also
recognises that it needs to pay increased attention
to individual trust funds with slow disbursement
rates. It agrees with OPEV on the need to set and
manage very carefully expectations with donors
from the outset. The Standing Committee provides
Management with a useful platform for addressing

some of these issues and taking appropriate action.

Processing Times and
Thresholds

Management agrees that long processing times
and low approval thresholds are hampering trust
fund management. Achieving greater delegation
of authority for Board approval is one of the key
recommendations made by the FNVP Task Force

to decrease processing time.

The 2006 Trust Fund Policy was, in part, designed
to simplify and standardise the policies and pro-
cedures of trust fund administration. The Policy
set pre-approval thresholds for Bank commitment
without prior approval from the respective
donors—$100,000 for single donor funds and
$500,000 for multi-donor funds. Implementation of

these thresholds would contribute to a reduction of

3 The fact that Management was not in a position to
dispel these misperception about low disbursements is in
itself a noteworthy finding.

processing time. In addition, further engagement will
be required to encourage donor partners to remain

within the prescribed standardised processes.

Costs and Fee Structure

Management readily acknowledges the need
to better understand the costs for the Bank of
administering trust funds. To defray the costs of
administering the trust funds, the Bank currently
charges a minimum 5% fee. More often than not, this
flat fee does not cover the Bank’s actual expenses in

administering technical co-operation funds.

Management recognises the need to conduct a
detailed cost analysis of trust funds. This should cover
the cost of establishing a trust fund, administering
the fund including designing and implementing
approved projects. This will inform further reforms
required to improve Trust Fund Management. To
this end, Management has commissioned a study to
define the framework that will guide the technical
implementation of the Cost Accounting system
(CAS) which includes Trust Funds. This system will
depend, in part, on the effective implementation of

the Activity Time Recording System (ATRS).

Furthermore, in order to charge donors fees that
are commensurate with the costs incurred to the
Bank, the FNVP Task Force report recommended

establishing a new fee structure:

+  Aset-up cost—a one-time charge to cover
the cost of establishing the trust fund: e.g.
UA 20 000 for a single-donor trust fund and
UA 35000 for multi-donor trust funds.

«  Annual administrative fees—this might

amount to 5% of funds under management
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for trust fund with contributions with less
than UA 10 million.

«  Direct charges—for the specific costs that are
directly chargeable to the fund or initiative:

secretariat costs, consultants etc.

Synergies Between
Trust Funds

Management agrees that, as the portfolio expands,
the scope for unnecessary overlap between trust
funds has increased, creating the risk for confusion
and ineffective management. There is clearly a need
to ensure greater rationalisation within the portfolio
of trust funds. With the scale of funds being highly
variable, many of the smaller funds do not have
enough resources to ensure support for approved
projects and recipients, lacking the necessary econ-
omies of scale. The newly instituted review process
for the establishment of new initiatives adopted by

the SMCC will help address these concerns.

Management recognises that OPEV's recommen-
dation for applying a “platform” approach to related
trust funds is, in principle, consistent with Bank’s
approach and could be part of a more structured
approach to fund-raising. It shall be noted that a
platform approach is being tested for water-re-
lated funds and possible new synergies are being
explored. Nevertheless, the practical application of
this approach needs to be evaluated, and a decision
made as to whether such an approach would work

better than existing thematic trust funds.

Institutional
Arrangements
As a way of improving the Bank’s engagement

in Trust Funds and donor’s relationships, OPEV

invites Management to reconsider current the
organisational arrangements and organisational
location of Partnerships and Cooperation Unit
(ORRU).

At present, the Resource Mobilisation and Allo-
cation Unit (ORMU) and the Partnerships and
Cooperation Unit (ORRU) are the primary organi-
sational units tasked with resource mobilisation in
the Bank. Both Units report to the Vice President,
Country & Regional Programs and Policy (ORVP).
ORMU leads the Bank’s resource mobilisation for
ADF, including coordination of the three-yearly
replenishment process. While ORRU leads the
non-ADF resource mobilisation and partnerships
management of the Bank, other units in the Bank
also have staff partly or fully dedicated to resource

mobilisation and partnerships activities.

Management agrees with the recommendation
that the role of ORRU should be adjusted to
focus on creating and disseminating the policies
and business processes of the Trust Funds. ORRU
has continued to develop and manage the Bank’s
partnerships and trust funds and serve as a liaison
between external and internal clients on strategy,
policy, program management and best practices,
in close cooperation with ORMU. A new mandate
will need to be defined to enable ORRU play a

more strategic role.

Conclusion

Management will refer to the evaluation’s rec¢
ommendations to implement an action plan to
manage trust funds in a more integrated and
results-focused manner, that advances the Bank’s
broader strategic objectives and meets the needs

of AfDB regional member countries.
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Policy and institutional issues for enhancing synergies and strategic alignment of Trust Funds

Recommendation 1: Clarify the future role of trust funds in terms of scale and scope

The Bank should clarify the future role of trust funds in
terms of scale and scope and focus on resolving issues
highlighted by the evaluation Crafting a policy at this
time would be premature and therefore the evaluation
suggests waiting for about two years. Instead the AfDB
should clarify the future role of trust funds in terms of
scale and scope. In addition, the Bank should be open
to a range of trust fund options. While preference could
be given to thematic funds, this should not preclude
the option of bilateral funds that provide important
flexibility outside the chosen themes where important
financing gaps are identified. Also, the Bank should
be open to the option of a country trust fund (as per
Zimbabwe) as a means of addressing funding and
coordination on the ground in fragile states.

AGREED. Management agrees defer the development of a
new Trust Fund Reform. Many of the reforms proposed in
2006 and the reviews that followed are still being imple-
mented and are having an impact on the management
of trust funds. Nonetheless, it is important that the Bank
identifies priority areas and scope for future Trust Funds, to
complement Bank’s core operations in alignment with the
10-Year Strategy.
Actions:
ORRU in collaboration with relevant departments will
undertake a review of the Trust Fund Policy in 2015 that

will clarify the future role of trust funds in terms of scale
and scope.

Recommendation 2: The Bank needs to test the “platform” approach to related trust funds similar to those

applied by sister institutions.

A pilot should be established to test the potential for
applying a “platform” approach to related trust funds
similar to those of the World Bank and the AsDB.
Initial opportunities for such an approach are: the
water-related trust funds, the South-South Facility
and related Bilateral funds; and/or FAPA, Migration
and Microfinance Trust Funds. The pilot should be
designed to achieve benefits in terms of overall strategic
framework, coordination and potential economies of
scale in providing support and management services
while respecting, to the extent possible, the governance
requirements of the various donors.

AGREED IN PART. Management appreciates new and
innovative ideas to test the structures and synergies
between Trust Funds. The efficacy of the platform
approach will be examined in terms of institutional arrange-
ments, efficiency gains, human resource requirements and
possible effects on individual trust funds.

Actions:

ORRU in collaboration with relevant departments shall
review existing structures and propose possible new
synergies by Q4 2013.

Recommendation 3: The ongoing review of CSO partnership experience should incorporate a review of trust

fund experience with NGOs.

This should result into the preparation of specific guide-
lines for task managers in assessing NGO capability and
in alternative fiduciary and disbursement procedures
that should be discussed with regional and international
NGOs. The review and guidelines provide an important
opportunity for the Bank to engage with NGOs and raise
the level of mutual trust and support.

AGREED IN PART. Management agrees on the need to
review the guidelines for engagement with CSOs.

Actions:
ORQR in consultation with relevant departments
shall develop specific guidelines for CSO participation
including Trust Funds by Q2 2074. This will be incorpo-
rated into the Trust Fund Policy Review in 2015.
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Recommendation 4: The status and role of ORRU should be finalised.

The Evaluation findings underscore the critical role that
ORRU should play but it requires a substantial change
to its functions, even beyond the specifications of the
SMCC Task Force, and a clear statement of support
from Management. Once finalised, there will be a need
to prepare a staffing strategy, including training for
existing staff, and to estimate resource requirements. The
finalisation of the role of ORRU should then be consistent
with its placement within the institution.

AGREED. Management will review ORRU's mandate and
agree on its location within the organisation, with a view
to strengthening Trust Fund and Resource Mobilisation
effectiveness. Management agrees with the recommen-
dation that the role of ORRU should be adjusted to focus
on policies and business processes of Trust Funds and
management of partnerships.

Actions:

+ Management will propose a new organisational
structure for Trust Fund management for consideration
by the Board.

Efficient Trust Fund Management: Rationalizing processes, procedures, timelines and costs, and strength-

ening reporting

Recommendation 5: Ensure progress on delegation of authority in the approval of trust-funded projects and
enhance annual reporting including on processing times under the various trust funds.

Bank Management should set a policy that after the
first one or two years of a fund (mainly pertaining
to bilateral funds), there should be full delegation of
authority to the Bank as both the Bank and the donor
gain understanding and trust. This would replace the
setting of arbitrary thresholds.

AGREED IN PART. Management agrees to start by
increasing its approval authority for trust fund projects
and may explore full delegation in the future. Currently
pre-approval thresholds for Bank commitment without
prior approval from the respective donors—$100,000 for
single donor funds and $500,000 for multi-donor funds.
Management will also work towards the enhancement of
annual reporting.

Actions:
+ ORRU shall present a proposal on the delegation of
authority to Senior Management by Q4 2013 and upon

its adoption negotiate the new arrangements with
donors as necessary.
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Recommendation 6: Clarify the implementation modality, management structure and resources required with a

realistic timeline for disbursements.

The newly instituted review process adopted by the
SMCC should ensure that it is adequately taking into
consideration implementation and resource issues.
In particular, proposals should be clear about the
implementation modality, management structure and
resources required with a realistic estimate of the timeline
for disbursements. Specifically the implementation
arrangements and resource requirements for the Migra-
tion and Development Fund and the Micro-Finance
Facility should be reviewed.

The process should be monitored over the next year to
ensure that it is meeting its objectives and adequately
setting expectations.

AGREED IN PART. Management will continue to review all
new initiatives and request each VPU/department to clarify
expectations, set realistic timelines and express clearly how
decision making mechanisms are to be set when submitting
new proposals. Departments and Units will ensure that
consistency and conformity with Bank priorities, strategic
relevance and complementarity with other initiatives

can be demonstrated. The placement of Migration and
Development Fund and the Micro-Finance Fund is deemed
to be appropriate given that the objective of the two Trust
Funds is fully in line with the core business of OSHD.

Actions:

+ ORRU will continue to guide departments and screen
new proposals prior to their submission to SCP.

« ORRU will review with OSHD the performance of
these funds and propose actions for their possible
improvement.

Recommendation 7: A costing analysis should be conducted to inform Management of the Bank’s costs incurred
in the management and execution of trust funds and approved projects.

A costing analysis should be conducted which will help
inform Management of the Bank’s costs incurred in the
management and execution of trust funds and approved
projects. While implementation of the ATRS is in its
early stages, the analysis could be conducted by taking
different types of funds (bilateral vs. thematic; recipient
vs. bank executed; investment vs. technical assistance)
and selecting a sample for a detailed analysis. This
analysis should inform Bank policy on trust fund fees.

AGREED. Management agrees on the need for a costing
analysis. This analysis shall inform Bank policy on trust fund
fees.

Actions:

«  COBS in collaboration with ORRU and FFCO are
reviewing the Cost Accounting System.

Recommendation 8: Key Performance Indicators proposed in the Task Force report to the SMCC should be revised
taking into consideration the analysis and indicators prepared in this Evaluation.

The Key Performance Indicators proposed in the Task
Force report to the SMCC should be revised taking into
consideration the analysis and indicators (Annex 5)
prepared in this evaluation. A process of consultation
should be followed with the Board, Management and
staff to enhance understanding and commitment.
The results should lead to a reformulation of ORRU's
reporting to Management and the Board.

AGREED. Management agrees on the need to revise

KPIs which guide ORRU'’s reporting to Management.

To this end, there is a need to establish clear reporting
modalities from Trust Fund managers to ORRU and need
to strengthen/clarify its mandate and institutional set up.

Actions:

- Management will agree on new KPIs for 2014.
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Recommendation 9: Revamp ORRU's website to make it user-friendly and informative

ORRU should revamp its website to make it user-friendly
and informative providing the necessary information
on individual trust fund requirements and a calendar
of upcoming calls for proposals.

Strengthening operational capacity

AGREED IN PART. Management agrees on the need to
revamp the ORRU page on the Intranet.

Actions:

«  ORRU in collaboration with ERCU will work on the
update of the Intranet by Q4 2013.

Recommendation 10: Develop an action plan to enhance the procurement capabilities and support to trust

funds and related activities.

The Action Plan should: incorporate a mandatory
training program for task managers in consultant
procurement: preparation of clear and succinct guidance
notes including examples; and an assessment of options
for providing more support in a timely manner to trust
fund managers and task managers through direct
assignment of procurement staff to individual funds
andjor placing capacity in ORRU. As part of this effort,
an e-learning course should be mandatory for task
managers of trust fund projects to successfully complete
the course. The World Bank program could serve as an
example and a useful starting point.

AGREED IN PART. Management agrees on the need to
increase procurement capacities of Bank’s task managers
and on the need to have an e-learning course. ORRU
started to develop an e-learning programme on the
management of Trust Fund and will continue to work with
CHRM to design training modules and an accreditation
course that equips staff involved in the management of
Trust Funds with adequate knowledge and skills. However,
while this is an important capacity for all Bank staff, direct
assignment of procurement staff to individual funds and/or
placing capacity in ORRU may not be the best model. The
Delegation of Authority Matrix on procurement matters
defines the level of approval authority and is also applicable
to Trust Funds.

Actions:

+  ORPF shall continue to expand its procurement training
and accreditation programmes for task managers. The
first in a series of training modules will take place by Q4,
2013.

« ORRU will work with relevant organisational units
including FFCO and GECL to get their input for the
training. This training shall be complemented by other
Bank'’s trainings.
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CODE committee discussed the Independent

Evaluation of Trust Fund Management conducted
by OPEV. The committee welcomed the report
and saw it as an opportunity to have adequate
answers related to the chronic challenge of low
disbursement rates and its potential implication

for the reputation of the Bank.

OPEV carried out an evaluation focusing on
the establishment and implementation of 28
thematic and bilateral trust funds. The outcome
of that evaluation revealed that the perception
about the low level of disbursement of Trust
Funds is not justified. Nevertheless, OPEV identi-
fied and made recommendations regarding three
series of actions to strengthen the procedural
effectiveness of establishing and implementing
Trust Funds, namely: the policy and institutional
issues for enhancing synergies and strategic
alignment of Trust Funds, efficient Trust Fund
management and strengthening operational

capacity.

CODE members commended OPEV for the
quality of its evaluation and the relevance of
the results presented. However, the Executive
Directors’ deliberations focused on certain issues

that could be highlighted as follows:

(i) The weaknesses of the methodology used
and the need for clarification of the variables

that were really compared.

(i) The evaluation did not go beyond mere
factual observations. Members would have
wanted Management to take a position on

the Trust Fund policy and strategy.

(i) OPEV did not take the opportunity to
evaluate the effectiveness of the Trust Fund
as a financing instrument and look into the

developmental impacts of those trust funds.

(iv) Concern related to the role of ORRU which
is currently not set up to oversee, monitor
and report to management on the bilateral
and thematic Trust Funds, provide TF
management support, assess policy gaps

and interact with donors.

(v)  Information should have been provided on
the reasons for the long delay in finalizing
loan agreements, recommendations on

remittances funds and micro funds.

OPEV adequately explained to the committee
that evaluating the levels of disbursement of
Trust Funds was the main task of the TOR of
the evaluation. OPEV also assured the committee
that the disbursement rate is calculated the
same way for Bank operations. CODE members
congratulated OPEV on the evaluation. However,
they underscored the need for follow-up and
requested further details on the action plan for

the implementation of the recommendations.
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During the past decade, the development com-

munity has seen an evolution in the establishment
and use of trust funds as an additional technical
and financial instrument for cooperation and
support complementing traditional lending and
donor aid. Through this evolution, the purpose,
scope and scale of trust funds has expanded with a
growing range of bilateral and multi-donor models
focusing on single countries, regions/sub-regions
or themes. Similarly the contributions to these
trust funds are coming from increasingly diverse
sources including “traditional” and “emerging”
donors as well as from non-governmental entities
and foundations. In addition, the recipients of
such funds often go beyond government entities
and include non-governmental organizations
(NGOs) and the private sector. Today trust funds
are seen as an important source of financing for
pre-investment studies, enhanced project cycle

work, capacity building and analytical studies.

After having been treated as a “side” or “non-core”
activity by the Multilateral Development Banks
(MDBs), there has been a recognition of the need
to ensure that such funds and their utilization
are aligned with the specific strategic priorities
of the MDBs and are integrated into the policies,
processes and general operations and systems of
the institutions. The African Development Bank
(AfDB), like its sister institutions, has recognized
the potential benefits of trust funds as a comple-
mentary instrument and the need to develop a
more formalized framework for the design and

application of such funds. The primary guidance

for the management of such funds at the AfDB
is set forth in the 2006 Proposal for Technical
Cooperation Fund Reform." Subsequent reviews
have monitored progress on the 2006 reforms
culminating in the 2011 Task Force Report to the
SMCC?, "Actions to Improve Strategic Alignment
and Management of Trust Funds and Other Initia-
tives with External Partners”, which recommended
further reforms, focusing on operational processes
and procedures, monitoring and reporting, rela-
tionship management and institutional structure

(Annex 1 for summary of recommendations).

Since the 2006 report, the scale and the scope
of the AfDB trust fund portfolio has changed
substantively. At the time of the report, AfDB was
disbursing UA6.5 million/year mainly from bilateral
funds compared with a disbursement of almost
UA40 million in 2017 with over 75% from thematic
funds. While certain issues addressed in the 2006
report remain relevant for today’s portfolio of
thematic and bilateral funds, such as the call for
simplification, reform of Bank processes and more
effective results monitoring, other issues identified
in 2006 such as “tied” funds and “delegation of
decision-making”, which characterize bilateral
funds, are less significant for thematic funds. Thus,

although this Evaluation covers similar issues to

1 AProposal for Technical Cooperation Fund Reform at
the African Development Bank-revised, Partnership and
Technical Cooperation Unit (ORRU), ADF/BD/WP/2005/113/
Rev. 3.

2 Actions to Improve Strategic Alignment and
Management of Trust Funds and Other Initiatives with
External Partners, Report of the Task Force to the SMCC,
AfDB, 2011.s
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previous reports and is designed “to assess the

effectiveness and efficiency of trust funds with a
particular focus on disbursements and fiduciary
factors”, the nature of the portfolio represents a

very different context than in previous efforts.

The impetus for the Evaluation is based on the
concerns expressed by donors, the Bank’s Board of
Directors, Management and staff about perceived
delays in the processing and implementation of
trust funds and related activities. These have led
to a substantial reputational risk in terms of con-
fidence in the Bank and future contributions. As
the Bank is considering organizational options for
management of trust funds and future directions
for resource mobilization in addition to addressing
the current issues, the timing of the Evaluation
should provide key inputs to these decisions. The
focus of this Evaluation is on the establishment
and implementation issues of the 28 bilateral and
thematic trust funds (Annex 2) monitored and
partly administered by ORRU. These funds rep-
resent the main trust funds provided by donors
to the AfDB covered by the 2006 reforms. Global
Funds such as the Global Environmental Facility
(GEF) and the Climate Investment Facility (CIF),
in which AfDB is an executing agency but not a

trustee, are excluded.

The Evaluation is directed at procedural effective-
ness and does not address issues of development
effectiveness or impact of the funds; though
procedural effectiveness has implications on
development impact. The key questions to be

answered are:

a.  Whatis the scope and scale of the procedural

issues? Do these issues vary according to type

of trust fund (bilateral vs. thematic); or by
type of execution (Bank vs. recipient-exe-
cuted); or by type of recipient (Government

vs. Non-Governmental Organization)?

b. At what stage in the process are problems
most critical? Do the key problems occur
during the establishment of a trust fund, at
the stage of vetting trust fund activities or
during the actual implementation of the

activities?

¢ Whatare the key factors behind the specific
implementation problems? What combi-
nation of policy, process, organizational
structure and/or human resource reforms

is required to address the issues?

The methodological approach being followed for
this evaluation is based on a combination of data
regarding trust fund transfers, approvals and dis-
bursements, interviews with a range of trust fund
managers and task managers and a comparator
analysis with other relevant MDBs (Annex 3). In
lieu of interviewing donor agencies, meetings were
held with relevant members of the Board. No
discussions were held with trust fund recipients
or client countries. As with earlier assessments of
trust funds, however, it must be noted that there
is a lack of data compiled in a consistent manner
across trust funds. Thus, the interview process and
the review of existing reports, including detailed
operational reviews of specific funds, has served

as the main basis for the analysis.

The report is organized around four chapters
including the introduction. Chapter 2 is focused

on disbursements, processing times and costs.
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It sets forth the types of indicators that are  need to be addressed. Chapter 4 provides the
important in assessing procedural effectiveness.  conclusions and the recommendations of the

Chapter 3 then sets forth the main issues that  Evaluation.
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The charts in Figures 1-3, show the trend in annual

trust fund transfers, commitments (approved
activities) and disbursements for thematic versus
bilateral trust funds from 2005 through 2011.
They show very clearly the changing nature of the
portfolio with the growth of thematic funds. The
picture for bilateral funds indicates a flat or some-
what diminished level of annual contributions
leading to a similarly flat level of commitments
and disbursements, with the latter holding at
just below UA10 million per year. In contrast, the
picture for thematic trust funds illustrates a grow-
ing portfolio with annual disbursements rising
to UA31 million. Annual transfers for the total
trust fund portfolio have grown from just under
UA30 million per year in 2005 to 2007 to about
UAS85 million in 2011. Similarly, disbursements
have grown with an understandable lag from
less than UAT million in 2006 to UA40 million. It
should be noted, however, that even at present
levels equivalent to US$61 million, AfDB trust fund
disbursement levels are small by comparison with
those of the World Bank ($3.2 billion, representing
over 10% of lending) and other regional banks
(IADB, $100 million; AsDB, $150 million both
representing under 1% of lending). AfDB Trust
Fund disbursements represent less than 1 percent

equivalent of annual ADB/ADF lending.

Despite the reforms since 2006 (Annex 4), there
are persistent complaints that trust fund utiliza-
tion is still extremely low and that the processes
for establishing and processing activity requests
and for project implementation are extremely

slow and cumbersome. The challenge for this

Evaluation is to verify the perceptions and
determine whether these issues are systemic or

are particular to specific funds or types of funds.

To verify the problems, it is critical to select
relevant indicators. The present system in the
AfDB does not facilitate such data compilation
in a consistent manner across trust funds. More-
over, there is a lack of clarity and agreement on
appropriate indicators. The Task Force Report to
the SMCGC, 2011, included a draft scorecard of key
performance indicators.®> This Evaluation raises
questions on the appropriateness of the proposed
indicators. It seeks to clarify the various types of
indicators and propose a typology of indicators
for use in future monitoring and analysis. Box
1 defines key terms applied in the following

discussion.

Disbursements

The Disbursement Rate. A key indicator is the
“disbursement rate”. In the case of ADB/ADF
lending, disbursement rates are calculated as the
amount of disbursements in a given year divided
by the amount of undisbursed commitments (for
approved projects) at the beginning of that year
which provides an indication on the pace of dis-
bursements in that year. The AfDB disbursement
rates for ADB/ and ADF investment lending in
2011 were 15% and 18% respectively compared

with a target of 20%.% If one applies the ADB/

3 Actions to Improve Strategic Alignment and
Management of Trust Funds and Other Initiatives with
External Partners, op. cit, Annex 5.

4 2011 Annual Portfolio Performance Review, Results
Reporting Division (ORQR), AfDB, September, 2012.
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Box 1. Key Terms

Pledge: The amount a donor or donors promise to a trust fund.

Transfer: The amount a donor or donors actually deposit with the Bank for a trust fund

Commitment: The amount approved for specifically proposed “projects”

Disbursement: The amount spent for the various activities of an approved project

Figure 1: Transfers
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Figure 2: Approved
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Figure 3: Disbursements
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ADF calculation to the trust fund portfolio, the
disbursement rate for 2011 was 31% for thematic
funds and 40% for bilateral funds which suggests
an average 2-3 year time-frame for implementing
approved projects. This indicator is a useful meas-
ure for the overall portfolio but is not as applicable
to individual trust funds because individual funds
will have varying rates depending on the age of
the fund such that the IPPF would be expected to
have a higher disbursement rate than the newer
Migration Trust Fund. Newer funds have an initial
lag until start-up arrangements and procurement

are in place as under ADB/ADF lending.

Cumulative Disbursement Percentage. In
its annual and quarterly reporting, ORRU cal-
culates what it refers to as a disbursement rate.
Its calculation, however, is not consistent with
how the rate is described above and how it is
calculated for ADB/ADF lending. ORRU divides
the cumulative disbursements of a trust fund
by the cumulative commitments (for approved
projects) made under that trust fund. To avoid

confusion, this indicator could be referred to as

the cumulative disbursement percentage and
represents the overall ability of the Bank to
implement activities under the portfolio but not
the pace of disbursements. It will indicate the
overall utilization of a fund but is not easy for
setting targets for the overall portfolio. As of end
2011, the cumulative disbursement rate was 44%

for thematic funds and 72% for bilateral funds.

Actual Versus Projected Disbursements. Both
the cumulative disbursement percentage and the
annual disbursement rate are difficult to interpret
for individual trust funds because the number
will vary depending on the maturity of the fund
and whether it finances technical assistance or
capital investment, capital investment requiring
alonger time-frame. An indicator being proposed
by the African Water Facility (AWF) is to compare
actual with projected disbursements to measure
whether the work is proceeding according to
the expectations agreed by the task managers
for their activities. This is useful as long as such
projections are seriously prepared. This will require

time to develop as task managers recognize that
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this will be monitored; but it is the most direct
way of monitoring actual implementation against
the expectations originally set by the donors and

Management.

Cumulative Commitment Percentage.
Another useful indicator is the cumulative
commitment percentage. This is the amount
committed for approved projects divided by the
cumulative transfers from donors and indicates
the ability of the Bank to commit the funds that
have been transferred. It alerts donors as well as
staff to the relative level of funds remaining for
new project proposals. Applying this calculation
results in a cumulative commitment of 59% for
thematic funds and 75% for bilateral funds. This is
an appropriate indicator at both the portfolio level
as well as the level of the individual fund, although
it can vary across funds depending on the mode
of replenishment established by the donor. Some
transfer a multi-year sum while others transfer in

annual tranches or as funds are committed.

Combined Analysis. Combining a view of the
disbursement rate, cumulative disbursement
percentage and cumulative commitment per-
centage, the overall portfolio indicators appear
to be reasonable, indicating a two to three year
implementation period for approved projects
and related activities. The continuing negative
perception of slow disbursements appear to
be a result of overambitious expectations set
during fund establishment, issues specific to
individual funds, and a lack of adequate data
and clear indicators. When one drills down into
the rates, it becomes clear that there are issues
with specific trust funds, such as the Congo Basin

Forest Facility (CBFF) and to a less extent the Rural

Water Supply and Sanitation Initiative (RWSSI).

These two trust funds represented 43% of donor
transfers to thematic funds in 2010 and 40% of
commitments for approved projects. But they
only represented 26% of disbursements. Table 1
presents the various indicators for the thematic
and bilateral portfolios as well as for five of the
major thematic funds. The African Water Facility
(AWF), NEPAD Infrastructure Project Preparation
Facility (IPPF) and Fund for Africa Private Sector
Assistance (FAPA) show very strong progress on
all three indicators. CBFF shows a high cumulative
commitment percentage but a very low cumu-
lative disbursement percentage.® Finally, RWSSI
shows a very low disbursement rate that appears
to be due to the financing of capital investment
with longer implementation timeframes com-
pared with the more usual consultant activities
financed by trust funds (see para 41). The table
also shows how the indicators for the thematic
portfolio improve significantly if the two trust
funds are excluded with the disbursement rate
rising to 45% and the cumulative disbursement

percentage to 66%.

The indicators for overall bilateral trust fund port-
folio also appear very positive, but there is some
bias in the statistics because of some funds that
are closing or almost fully disbursed. The impact
of many of the reforms in 2006 and the focus on
cancellation of non-performing or non-disbursing

activities seem to have had a positive effect.c One

5 The high disbursement rate is due to the fact that
the level of undisbursed commitments at the beginning
of 2011 were low. Substantial increases in commitments
during 2011 could be expected to result in a much lower
disbursement rate for 2012.

6  Guidelines on Cancellation of Activities Financed by
ORRU-Managed Trust Funds, Partnership and Technical
Cooperation Unit (ORRU), April 2012.
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difficulty in interpreting the bilateral trust fund

data is that these funds are sometimes used for
other purposes in exceptional circumstances such
as to support specific investment projects or to
clear arrears in which the fund is a convenient
mechanism to transfer donor resources. While
this doesn’t occur often, the sums are relatively

large and distort trend lines.

Processing Times

Besides the perception of slow disbursements,
there are concerns about the processing time for
trust funds. To analyze the issue of processing, it
is important to distinguish among the different
transaction points in the trust fund cycle from
establishment of the trust fund, to approval of
proposed activities to actual first disbursement
and actual implementation. Again there are
no consistently maintained statistics regarding
processing times nor monitoring of processing
timelines except for some of the funds (eg, AWF).
Targets were established in the 2006 reforms for
processing activity approvals.” The Bank did stand-
ardize and simplify processes and documentation
and instituted a proposal review process that
consolidated the calls for proposals for individual
trust funds. It also pressed for greater delegation of
decision-making by donors in approving activities.
What is evident is that these issues and reforms
are very much directed at bilateral trust funds.
Delays due to approval processes and lack of
delegation continue to raise uncertainties for
Trust Fund Managers and Task Managers. The
most significant delays are apparent in the process
of approval of project proposals in which the

proposals must be vetted by the donor and where

7 AProposal for Technical Cooperation Fund Reform at
the African Development Bank-revised, op. cit., para. 4.10.

delegation of authority has not been granted to
the Bank. These issues, however, are less relevant
for thematic funds (though some thematic funds
dependent mainly on one donor can face similar

delays).

The Report of the Task Force to the SMCC, in
2011, recommended a process and timeline for
new initiatives with external partners.® This is
more relevant for thematic trust funds whose
multi-donor nature adds additional complexities
and time requirements to the final negotiation
and decision in setting forth a new fund. It also
clarified who within the Bank is responsible for
what aspects in the process. Since much of the
process ultimately depends on the donors, the
actual timing outside the control of the Bank
can be significant and require several months

or longer.

While the reforms have tried to address key
delays at both the point of establishment of the
trust fund and the approval of activities, there
has been less attention to issues arising in the
arrangements for the actual project agreements
with recipients and for the implementation of
the activities. The concerns that have arisen in
the last several years, particularly with thematic
funds, indicate that this is a considerable gap.
The AWF estimates that the average time it takes
from approval to effectiveness is 7.5 months plus
another 5.7 months from effectiveness to first
disbursement.? This has a considerable impact

on the time required for implementing projects.

8 Actions to Improve Strategic Alignment and
Management of Trust Funds and Other Initiatives with
External Partners, op. cit., Chart 1.

9 Data provided by AWF Coordinator.
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Table 1: Disbursement/Commitment Indicators for 2011

African Water Facility Fund (AWF)
Congo Basin Forest Funds (CBFF)
Fund for Africa Private Sector Assistance (FAPA)

NEPAD Infrastructure Preparation Programme
(IPPF)

Rural Water Supply and Sanitation Initiative
(RWSSI)

Total for All Thematic Funds
Total Thematic w/o CBFF/RWSSI

Total for All Bilateral Funds

(percent)
35 67 56
67* 18 72
37 59 57
41 63 76
16 27 79
31 44 59
45 66 48
40 72 75

*High disbursement rate is due to low level of commitments at beginning of 2011. During 2011, there was a significant increase
in commitments with only limited disbursements so that the cumulative disbursement percentage at end-2011 was low.

Costs

20.  Another serious information gap is the
lack of cost data for the management of trust
funds and project implementation. The SMCC
Task Force was not able to compile the necessary
information nor was it possible within the scope
of this evaluation. There are many alternative
trust fund models being used by the Bank with
arange of management structures. The AWF has
an extensive management infrastructure with
eleven staff while funds like the Microfinance
Capacity Building Trust Fund and Migration and
Development Trust Fund have only two staff for

managing both. Some trust funds have their own

task managers and others depend on task manag-
ers in the operational units. The implementation
issues of thematic funds discussed in Chapter 3
illustrate the importance of enhancing support
to trust fund managers and task managers and
finding economies of scale that facilitate the
allocation of support resources to trust fund
managers and task managers. This requires,
however, a detailed cost analysis of alternative
management models which focuses on the cost
of Bank staff and related consultants involved
in establishment of a fund, administering the
fund and designing and implementing approved

projects.
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The evaluation has identified a number of key

issues that are considered fundamental to the
credible and efficient utilization of trust fund
resources and related activity implementation.
The issues were identified mainly through the
wide range of interviews, previous assessments of
the overall portfolio and individual trust funds and
the observations of the OPEV evaluation team.
They have been organized generally according to
the stage in the trust fund cycle in which they

occur.

Issues at Stage of Trust
Fund Establishment

Setting Expectations. The problems and concerns
that have arisen in a number of high profile trust
funds, such as RWSSI and CBFF, raise questions
as to whether these issues were sufficiently
raised at the time when the trust funds were
established. Looking back, it would seem that a
trust fund dealing with a challenging sector such
as forestry in a challenging geographic area and
through non-traditional partners, would indicate
considerable risk flags. Similarly, it is not surprising
that RWSSI is disbursing slowly when it finances
capital investments equivalent to an AfDB/ADF
loan. Looking ahead at the newer trust funds, ie.
Migration and Microfinance, the Evaluation ques-
tions the institutional placement of these facilities
and the type of expertise required to implement
them successfully. Bilateral funds are also affected
by not clearly stating their purpose and objectives
at inception. Unlike Thematic Funds, Bilateral
Funds, by their nature, have a less well-defined
set of criteria for project selection and approval.

Often objectives are set at too general a level.

In the case of the U.K's DFID-AfDB Technical
Cooperation Agreement (TCA) 2009-2013, a
draft assessment indicates a lack of realism and
clarity in the original purpose leading to divergent
views on what should be funded.”® The result is
a high degree of uncertainty for task managers
making proposals and extended processing times
for obtaining approvals when authority is not
delegated to the AfDB.

The critical time to set expectations is at the time
of the Fund’s establishment. The process by which
decisions are made to establish a fund comes
into question as to whether important issues
of implementation are discussed and whether
the right people are in the room to help avoid
excessive and unrealistic expectations which
place the trust fund manager at a disadvantage
before approving the first activity. It is difficult
for an MDB to reject a trust fund and there is
not much incentive amongst vice-presidents nor
amongst Board members to reject someone else’s
proposal. However, experience has shown that
trust funds pose a significant reputational risk well
beyond their level of resources. The euphoria of
an agreement to address a critical issue through
a specific trust fund, quickly dissipates as the
implementation challenges arise. The Task Force
report to the SMCC, 2011, correctly focused on
the decision-making at the time of establishment
of trust funds. The establishment of a Standing
Committee on Partnerships offers an oppor-

tunity to raise important questions regarding

10 Evaluation of the DFID-AfDB Technical Cooperation
Agreement (TCA) 2009-2013, (Draft Report),Roger Maconick,
December, 2012.
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newly proposed funds and will test the ability

to make the hard choices. But it is too soon to
assess whether this arrangement will resolve these

concerns.

Overlapping Trust Funds. As new funds enter
the portfolio, there is the potential for overlap in
the types of activities each one supports causing
issues in terms of consistency and coordination as
well as cost inefficiencies. The only distinction is
the funding source. Many of the bilateral funded
activities, for example those of the Indian and
Nigerian Trust Funds, appear to be equivalent
to those undertaken through the South-South
Partnership funded by Brazil. One could also ask
how many of the governance-related initiatives
under the UK DFID TCA Trust Fund are not
equivalent to those under the Governance Trust
Fund. Similarly, a number of thematic funds are
related to each other such as the three water
facilities (AWF, RWSSI, and the Multi-Donor Water
Partnership Programme, MDWPP). While they are
institutionally under a single Vice-Presidency, it
would seem to be important to have an overar-
ching strategy that ensures the potential synergies
of three major support mechanisms to the water
sector and provides economies of scale in terms of
institutional support. A similar question arises with
regard to the type of expertise required to manage
FAPA, the Migration Fund and the Microfinance
Fund in which private sector expertise is critical
to their successful implementation; yet the latter
two funds are under OSVP while FAPA is under
the OIVP. Other MDBs are beginning to address
this issue through the establishment of “platforms”
(AsDB) or “umbrella funds” (WB) that attempt
to coordinate a family of trust funds as a group,

providing consistent strategic direction without

distorting the governance and funding set-up
of the individual funds of which it is comprised.
These individual funds, then, become windows

of a broader fund structure (Box 2).

Issues at Stage of
Preparing and Vetting
Activity Proposals

Communications. With a growing portfolio
of funds and increasing demand by staff and
clients, a systematic communications/information
flow is essential to reach the widest audience
possible and to avoid continuous churning as
task managers shop around for resources. This
issue will become even more critical as the AfDB
increases its decentralization efforts. Despite
efforts by ORRU to increase communications on
the availability of trust funds, especially through
periodic emails, and the identification of trust fund
coordinators under each of the Vice Presidencies,
there are still complaints from staff that there is
inadequate information on the types of eligible
activities; notification of trust fund availability and
call for proposals are insufficient; and reasoning
for rejection of proposals is not always offered.
ORRU staff does respond to ad hoc requests for
guidance and have increased email notifications;
but that may be inadequate to reach the typical
task manager. The website, which is the most
appropriate mode of communication, includes a
lot of information but is not easy to navigate nor
is the information presented in an easily digestible
format. A user-friendly website and a calendar of
calls could enhance communications especially
as the AfDB implements operational decentral-
ization. It would also give Task Managers more
notice for preparation of proposals. Presently the

three-week period established for submitting
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BOX 2: Trust Fund Platform Approach Financing
Partnership Facilities Asian Development Bank

In 2006-2007 the AsDB established the first of three Trust Fund Platforms (FPFs). The FPFs are
operational “platforms” for multi-partner cooperation linking various forms of assistance focused
on key sector or thematic priorities. Although originally conceived to include various financing
modes including trust funds, cofinancing and other cooperation arrangements, the original FPFs
have been mainly directed at trust funds. FPFs were seen as a means of better coordinating and
strategically guiding a number of single donor and multidonor trust funds funding similar types
of activities for the same purposes.

The first three FPFs were: the Water Financing Partnership Facility; the Regional Cooperation
and Integration Financing Partnership Facility and the Clean Energy Financing Partnership
Facility. The key feature is that the platform is comprised of a number of windows that permit
single donors or groups of donors to target their funding within an overall strategic framework.

The assessment prepared by the AsDB Independent Evaluation Department in 2010 was
generally positive with a “successful” rating, but identified weaknesses in terms of transaction
costs and implementation. The former are mainly due to the issue of lack of delegation under
some financing windows to the AsDB. On implementation, the issues are related to operational

challenges more generally than to the FPFs specifically.

proposals puts traveling staff at a disadvantage.
Other MDBs have applied different approaches
to accommodate task managers either through
continuous acceptance and review of proposals
(IADB) or through arolling two-month acceptance
and review schedule for proposals (AsDB). This
is more predictable compared with the AfDB’s
approach that varies between funds. However, the
AfDB model, at least theoretically, should allow
for a more strategic selection of projects which
is less feasible with a continuous vetting system.
It also helps to concentrate management’s time

and inputs.

Donor Delegation of Authority. The process

by which proposed activities must be vetted by

donors can add months to the approval cycle
and can cause a level of uncertainty, especially
to the affected task managers. This is mainly an
issue for bilateral trust funds and the 2006 reforms
called for more delegation of decision-making
authority to the Bank in vetting proposals with
a threshold of $100,000 to determine when to
send proposals to the donor. The Task Force to
the SMCC proposed to increase this threshold to
$200,000. Although there is a target timeframe
for donor response of three weeks, in practice
the experience is mixed with delays of more than
one month. Even with funds that have a long
history, changes in staffing on the donor’s end can
cause delays either by changing the process on the

donor side or by not giving the fund equivalent
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priority compared with the previous responsible
donor staff. It would seem that after the first one
or two years, there would be an increase in the
Bank’s understanding of what qualifies for fund-
ing and in the level of comfort by the donor to
foster more delegation, perhaps by incrementally
increasing the threshold. Other MDBs are dealing
with the same issue but it should be noted that
some donors deal differently depending on the
specific MDB.

Task Manager Capability. While staff raised the
issue of communications, trust fund managers,
donors and support units (Legal and Fiduciary
units) raised the issue of staff preparedness to
manage and process trust funds. The issue cuts
across different measures of the quality of activity
proposals: but, for the most part, are directed at
the administrative rather than the substantive
aspects. For example, in preparing an agreement,
has the Task Manager clearly delineated whether
this is recipient or Bank executed and, if it is the
recipient, the details of that arrangement. In
addressing this issue, it is important to distinguish
between the processing and administration of
trust funds versus more technical skills related
to financial management and procurement (see
para 44). The World Bank did address the issue
of task manager capability by mandating that all
staff who manage trust funds must be accredited
by passing an e-learning training exam. Together
with a series of process and policy simplifications,
the automation of restrictions on trust fund use
and ongoing integration and mainstreaming into
the World Bank’s budget or operational resource
transfers, this has led to fewer compliance issues
with trust funds. Other MDBs are considering

similar training.

Issues at the Stage
of Implementation

Clearly the greatest gap in terms of Bank trust
fund policy, process and human and financial
resources is implementation. Many of the issues
parallel similar implementation concerns under
AfDB/ADF lending which is understandable given
that trust funds operate under the same rules for
procurement and financial management. However
there are important differences such as the wider
range of traditional and non-traditional recipients
of the trust funds. There is also an expectation,
somewhat overestimated, that trust funds can be
handled with greater speed without cumbersome
rules. Moreover, trust fund activities, as “non-
core” services, do not get the same attention
and oversight resources as lending. The present
typology of trust funds basically distinguishes
the different funds by type of funding, bilateral
or thematic, and by the nature of its approval,
with Special Funds approved by the Board of
Governors (AWF, IPPF). A more robust typology
or delineation of trust funds would take into
account the nature of implementation such as
whether funding involves capital investment or
technical assistance and whether it involves Bank

or Recipient-execution.

Investment versus Technical Assistance.
The first important distinction is whether the
trust fund will finance investment or technical
assistance, mainly consultancies. While most funds
focus on technical assistance, there are funds
that support investments. The Zimbabwe Trust
Fund, which is the AfDB’s only country-focused
fund and is treated as an anomaly in terms of
institutional responsibility, is mainly financing large

infrastructure contracts. RWSSI was disbursing
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against investments in rural water supply projects.

The time and supervision resources required in

such cases are equivalent to that of lending.

Bank Executed versus Recipient Executed.
As the trust fund portfolio shifted from bilateral
to thematic funds, there was a substantial shift
to recipient-executed activities. At the time of
the 2006 reforms, the AfDB reported that all
activities were Bank-executed (BETFs). Today
the situation has significantly reversed. The shift
to recipient-executed trust funds (RETFs) raises
the issue of the capability of the recipient and
the level of support that should be provided by
the Bank. However, the Bank does not clearly
recognize and monitor such distinctions and their
implications for implementation and resources.
Moreover, unlike AfDB/ADF lending, some trust
fund recipients are not traditional partners in Bank
financing such as nongovernmental organizations
(NGOs).

Applicability of Fiduciary Policies. Donors
consistently argue that Bank procedures for
financial management and procurement are too
cumbersome and slow and there are expectations
that some simplifications should be applied to
streamline the process. Previous reviews of the IPPF,
AWEF, RWSS| and CBFF" all raised the demand for
greater flexibility, delegation and less bureaucracy.
This complaint is experienced by other MDBs as

well. A key question is whether the problem is one

11 Review of the NEPAD Infrastructure Project Preparation
Fund (IPPF), Oxford Policy Management, July 2010; Review
Report on the Rural Water Supply and Sanitation Initiative,
IWEL in association with itAD, January, 2012; An Internal
Assessment of the Rural Water Supply and Sanitation
Initiative (2003-2009), Water and Sanitation Department
(OWAS), 2011; Discussions with Congo Basin Forestry Facility
staff, November, 2012.

of policy oris it more a problem of application of
policy. Ifitis policy, is there a basis for change and
reform to better adapt policies for the purpose
of trust funded activities? The dilemma is that
many of the donors place their funding with the
Bank because of its fiduciary policies. Experiences
in other MDBs further illustrate the sensitivity of
donors when leakage or corruption is reported
with negative reputational impact squarely on
the MDB. Flexibility is great as long as the risks are
minimal. In this time of greater attention to fraud
and corruption, however, the risk tolerance of
the donor community is unclear. The Zimbabwe
Fund and the CBFF have instituted innovative
approaches with donors seemingly accepting
higher risk. The Zimbabwe Fund has instituted a
hybrid form of procurement management that
can be characterized as a combined Bank and
recipient executed approach. The CBFF has also
proposed a results-based approach to disburse-
ments for non-policy based funding instead of
linking disbursements to specific contracts. These
initiatives should be carefully monitored and the
lessons disseminated with implications for policy

reform.

Reviewing the kinds of problems that have arisen
in most trust fund projects and through discus-
sions with staff responsible for policy oversight,
the issue seems to be more in the application than
in the actual policies. The procurement of con-
sultant services is the most significant example.
Bank procurement policy is consistent with the
other MDBs. The policy offers options to apply
alternative approaches when standard practice
is not feasible or is impractical. The challenge is
whether the task manager has the capability and

confidence to make such a judgment or has access
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to effective support to help make that decision.

This requires staff to be knowledgeable about
this type of procurement. With high turnover in
operational staff and no requirement for manda-
tory training, there is a low probability that this
capability is widespread. Excluding managers and
non-operational office staff, there are about 331
task managers in the Bank. Almost half have less
than four years of experience in the Bank while
around one quarter of task managers have less
than 2 years in the Bank.> With such turnover,
basic procurement training should be mandatory
and an accreditation process adopted. While this
applies broadly across ADB/ADF lending as well as
Trust Funds, there is a critical need in the case of
Trust Funds for mandatory training on consultant
procurement, the key implementation responsi-
bility for Task Managers. This is even more critical
under the new Delegation of Authority Matrix"
that empowers task managers and resident rep-
resentative to take on such responsibilities more
broadly. If this training gap is not filled quickly, the

risks of such delegation are very high.

With task manager capabilities limited, thereis a
need for support to teams from procurement staff
and from financial management staff. For lending
there are more established practices for obtaining
support. Trust Fund Task Managers, however, have
had to develop different strategies for getting help,
mainly depending on informal ad hoc processes
if they are to avoid significant delays. Unless
the trust fund is established with the requisite
support infrastructure and budget (such as with

the AWF), resources are not sufficient and the lack

of economies of scale doesn't justify each trust
fund getting its own dedicated support. Finding
options for gaining critical mass for ensuring such

support is an immediate challenge for the Bank.

Partnering with NGOs. One of the benefits of
trust funds is their flexibility in providing funds to
NGOs and other parties who are not eligible for
traditional lending. But this opportunity also raises
challenges in adapting Bank policies and practices
to these non-traditional partners. While some
trust funds have not experienced difficulties in
working with NGOs (FAPA, AWF), the challenges
have been most evident in the experience with
the CBFF. Clearly the term NGO applies to a
wide range of organizations of varying size and
operational capability. There is a vetting procedure
to ensure that the NGO has the financial and
legal capacity to execute the activity. But some
NGOs face challenges in meeting specific AfDB
procedural requirements. The most recent effort
to address concerns of donors and NGOs under
CBFF detailed a number of financial management,
disbursement and procurement difficulties. Most
issues just required a clarification on how to
handle but not a change to policy. It is an issue
of applying judgment and clear communications.
However, the experience indicates that the Bank
will have to provide more “on the ground”
support to such NGOs with serious budgetary
implications. This issue relates to the broader
effort by the Bank to enhance its engagement with
civil society organizations (CSOs); but the recent

Framework for Enhanced Engagement with Civil

12 Data provided by ORPF, December, 2012.
13 Delegation of Authority Matrices 2012, Presidential
Directive No. 06/2012, AfDB.

14 See Table of Specific Issues Experienced by CBFF
Operations in Fiduciary areas based on dialogue between
recipients, donors and AfDB staff, November, 2012.
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Society Organizations®™ does not refer directly to

trust funded activities and there is a disconnect
between ORRU, CBFF and ORQR.

Getting the Incentives Right. The treatment
of trust funds as a “non-core” activity by both
staff and management is a serious problem
facing all the MDBs, but especially the regional
banks. Since trust funds represent a small
percentage of support to clients by the AfDB
compared with lending, task managers tend to
consider them as a secondary priority. Getting
the incentives right requires actions on various
elements to trigger the desired response by staff
and managers. The elements include: resources;
feedback for good performance; and monitor-
ing and response to lack of progress. The focus
of ORRU has been on the third element by
focusing on inactive activities. The new cancel-
lation policy provides an important stick and
has succeeded in eliminating non-performing
activities. But this policy needs to be wielded
carefully after its initial housecleaning. Six
months without disbursements as a criterion/
trigger for cancellation may not be a reasonable
time frame and may result in harassing task
managers and causing perverse incentives to
disburse rather than awaiting the ultimate

results of a consultant contract.

The resource element s critical. The transaction
costs, especially regarding consultant procure-
ment for Bank-executed trust funds, are high
relative to the actual resources. A high level

task manager can find himself/herself, involved

15 Framework for Enhanced Engagement with Civil
Society Organizations-revised, ORQR, ADF/BD/WP/2012/24/
REV.1, 2012.

in managing multiple consultant contracts
under one activity, their selection, their mon-
itoring and payment processing, consuming a
substantial amount of time. If the activity is
seen as an added task without compensatory
resources to deliver, the results are delays in
follow-up to approved activities and reduced
oversight. There is debate in the AfDB and
other MDBs as to whether units should receive
a portion of the fee revenue received. Other
MDBs have not made specific outlays of trust
fund fees but have incorporated the fees into
the total budget, depending instead on normal
work program and budgetary processes to
allocate the necessary resources. With zero
budget growth, however, there is little scope
for increasing resources for trust fund activities.
This makes the need for a costing exercise a very
high priority to facilitate appropriate budgetary

decisions.

The third element in the incentive paradigm is to
incorporate trust funds into the key performance
indicators for staff. With a considerable load of
indicators measuring the performance of the
task manager, it is hard to imagine adding further
indicators with any substantive impact except for
the disbursement indicator mentioned above in
addition to the monitoring of the results com-
pared with original expectations/objectives. What
is important is that any performance indicator
should begin with the managers, including at
the Vice President Complex. Without addressing
incentives up the chain of command, the signals
become obscure further down the line. Managers
and Vice President’s front offices should take
responsibility for the portfolio of trust funds/

projects entrusted to their units.
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The Role of ORRU

A cross-cutting issue which is still unresolved
is the role of ORRU, its staffing and its position
within the organization. ORRU'’s description of
the responsibilities of ORRU Funds Managers
(May 2012) emphasizes the unit’s role in manag-
ing ORRU-administered Trust Funds. Its broader
responsibilities with regard to the oversight of
Thematic/Multidonor Funds managed by other
Departments and its reporting role for the overall
trust fund portfolio appear as secondary priorities.
The substantial change in the portfolio since 2006
and the types of issues raised in this Evaluation sup-
port the critical need for ORRU but with a major
shift in relative responsibilities. The Task Force’s
report to the SMCC recommended the creation of
a new, comprehensive Resource Mobilization and
Partnerships Department to oversee and coordinate
all resource mobilization and partnerships activities
of the Bank (including ORRU and the Resources
Mobilization Unit (ORMU). The emphasis is on
coordinated interaction with donors. The issues
raised in this Evaluation indicate a need for ORRU
to also focus on policy and process, especially as
they relate to implementation of trust-funded
projects. In addition, the Evaluation’s finding on
the need for greater support to trust fund managers
and task managers raises the possibility of ORRU
providing more operational support. This will
require a review of staffing of ORRU and training to
fulfill these responsibilities effectively. Box 3 presents
the responsibilities of the Global Partnership and
Trust Fund Operations department at the World
Bank. It should be emphasized, however, that the
Sector Departments are principally responsible
for trust fund management and implementation,

especially for thematic funds.

The next issue relates to the position of ORRU
within the organization. As stated above, the
Task Force report to the SMCC recommended
that the Bank establish a comprehensive
Resource Mobilization and Partnerships
Department headed by a Director. The Task
Force recognized the importance of keeping
ORRU and ORMU within the same Department
and that placing the new Department under
the COO would strengthen ORRU's ability to
better monitor, coordinate and report on the
trust fund portfolio, including those that it does
not manage. This would also minimize potential
conflicts of interest by not reporting to a Vice
President who is also a beneficiary of the trust
funds. Another option that could be considered
would be to place the new Department under
the CFO given its responsibilities for resource
mobilization (similar to the World Bank). Other
MDBs face similar challenges of where to insti-
tutionally place their trust fund units to better
fulfill the mobilization, monitoring and oversight
roles. Recent changes at the IADB and AsDB,
however, do not offer much guidance except
for attempting to move oversight responsibility
from operational units and avoid conflicts of
interest. While the WB’s unit remains under the
CFO and within the same vice presidential unit
responsible for concessional resources (IDA), the
IADB has moved its unit from under the VP for
Countries to an office reporting directly to the
President. The AsDB has moved the unit from
the VP for Knowledge to the VP for Private
Sector and Co-financing while the concessional
resource unit (ADF) is under the Strategy and
Policy Department reporting directly to the

President.
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BOX 3: Roles and responsibilities of global partnership and
trust fund operations department World Bank

“The Global Partnership & Trust Fund Operations department (CTFPO) is responsible for
creating and disseminating the policies and business processes of the Bank-administered Trust
Funds. Italso helps in developing and managing the Bank’s partnerships and trust funds business
operations by serving as a liaison between external and internal clients on strategy, policy, program
management and best practices. Additionally the department provides training and support

to trust fund users and managers.

As the department responsible for developing and monitoring the Bank’s policies and procedures
on Global Programs and Partnerships (GPPs) and Trust Funds (TFs), CFPTO ensures complete
oversight of the Bank’s Partnership and Trust Fund operations. The departments is also in
charge of advising the Bank’s senior management, the Board and donors about every aspect of
GPP and TF business, including portfolio performance, policies and strategies, as well as current

business practices.”

reported. There is also limited cooperation by the

Defining Appropriate

thematic fund managers in providing information

18

Indicators

Despite ORRU's quarterly reporting and the setting
of targets by the Bank, there is very little data com-
piled in amanner that is consistent and reliable. There
is much confusion over the data that are available
and there is a great lack of understanding of the

meaning and applicability of the various measures

to ORRU. This Evaluation has set forth a number
of indicators (Annex 5) that should provide a basis
for discussion between the various stakeholders to
determine which are most critical to their needs. The
joint effort to agree on such indicators and targets
will be important for enhancing understanding and

commitment on all sides.
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Conclusions

The scale and scope of the AfDB trust fund port-

folio has increased substantially (disbursements
rising from UAG.5 million/year in 2006 to almost
UA40 million/year in 2011). Its composition has
also changed significantly since the reform efforts
of 2006. The relative dramatic growth of thematic
funds, that now represent almost 75% of the
portfolio disbursements compared to bilateral
funds six years earlier, has significant implications
for the types of issues that have arisen. While many
of the issues raised in 2006 are still valid and the
earlier reforms are having an impact, there are a
range of new issues that need to be addressed.
It raises an obvious question as to whether a
new policy should be prepared which takes these
changes into consideration. This evaluation does
not recommend that a new policy be prepared
at this time; but rather that the experiences and
lessons be reviewed over the next few years before

entering into a new policy.

The perception of pervasive low disbursements is
not justified and that the indicators for the overall
portfolio appear reasonable. The perception
seems to be a result of two factors: a consistently
overambitious set of expectations at the time
of trust fund establishment; and a number of
high profile trust funds which have experienced
problems specific to those funds. Despite this
finding, the Evaluation has identified a number of
critical issues that, if not addressed, will jeopardize
the effectiveness and credibility of AfDB Trust
Fund management and increase the reputational

risks of the current and future funds.

There were critical gaps in earlier trust fund
reviews surrounding implementation. These
issues have grown in importance as the volume
of thematic funds has increased. Thematic funds
are predominantly recipient-executed with
similar if not greater capacity challenges faced
by lending. In addition, many of the recipients are
not traditional partners for the Bank and are not
familiar with Bank procedures. Several require
more up front support. Thus, while the reforms
of 2006 and subsequent efforts to standardize,
simplify and rationalize trust funds have had a
significant effect, the portfolio today faces new

challenges.

There is a critical need for ORRU to coordinate
both externally and internally on trust fund issues
and to monitor, advise and report. This represents
a greatly expanded role for ORRU. At present,
however, ORRU is not prepared to fulfill that
role. Its information systems are weak at best,
its staffing mainly directed at managing bilateral
funds, and its institutional placement hampers

its legitimacy and efficiency.

Recommendations

It is important to reiterate that the focus of this
evaluation is directed at the procedural effective-
ness of the establishment and implementation
of trust funds. While procedural effectiveness
has implications for the ability of a trust fund to
meet its development objectives, this evaluation
does not touch upon the actual development
impact and results and the related monitoring.

Thus, it is important to qualify the conclusions
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and recommendations and to caution against an

over-emphasis on process issues.

Policy and Institutional
Issues for Enhancing
Synergies and Strategic
Alignment of Trust Funds

Issue. The 2006 Reform paper that has guided
trust fund management since that time does not
address the issues that have arisen as the portfolio

has increased and its composition has changed.

Recommendation: Clarify the future
role of trust funds in terms of scale and
scope before developing a new policy.
Although there is a need for a new policy,
this Evaluation believes that crafting a
policy at this time would be premature
and suggests waiting for about two years.
Instead the AfDB should clarify the future
role of trust funds in terms of scale and
scope. Moreover, it should focus on resolving
the specific issues indicated in this evaluation
and on reviewing experiences with the range
of trust funds and the arrangements that
are currently being applied (such as in CBFF
and the Zimbabwe Fund). In the interim,
the Bank should be open to a range of trust
fund options. While preference could be
given to thematic funds, this should not
preclude the option of bilateral funds that
provide important flexibility outside the
chosen themes where important financing
gaps are identified. Also, the Bank should be
open to the option of a country trust fund
(as per Zimbabwe) as a means of addressing
funding and coordination on the ground in

fragile states.

Issue. As the number of trust funds increases
there is a significant overlapping or interrelation-
ship between the various funds and a potential
lack of consistency or synergy. Moreover, with
the scale of funds being highly variable, many of
the smaller funds do not have enough resources
to ensure support to approved projects and
recipients, lacking the necessary economies of

scale.

Recommendation: Test the “platform”
approach to related trust funds similar
to those applied the AsDB and World
Bank. Initial opportunities for piloting such
an approach are: the water-related trust
funds, the South-South Facility and related
Bilateral funds; and/or FAPA, Migration and
Microfinance Trust Funds. The pilot should
be designed to achieve benefits in terms of
overall strategic framework, coordination
and potential economies of scale in pro-
viding support and management services
while respecting, to the extent possible, the
governance requirements of the various

donors.

Issue. Although trust funds serve as a primary
source for providing funding to non-governmental
organizations, there is little guidance on how to
apply Bank policies for working with such organ-

izations that has led to protracted difficulties.

Recommendation: The ongoing review
of CSO partnership experience should
incorporate a review of trust fund
experience with NGOs. It should result
into the preparation of specific guidelines for

task managers in assessing NGO capability
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and in alternative fiduciary and disbursement

procedures that should be discussed with
regional and international NGOs. The
review and guidelines provide an important
opportunity for the Bank to engage with
NGOs and raise the level of mutual trust

and support.

Issue. There continues to be uncertainty regarding
the role and organizational placement of ORRU.
Although this Evaluation sees a clear need for a
unit such as ORRU to oversee, monitor and report
on bilateral and thematic trust funds, provide trust
fund management support, assess policy gaps and
interact with donors as well as manage bilateral
trust funds, ORRU currently is not set up to fulfill
such a role and has little credibility with thematic
fund managers. In addition, ORRU'’s placement
in an operational vice presidency represents a

potential conflict of interest.

Recommendation: The status and
role of ORRU should be finalized. The
Evaluation findings underscore the critical
role that ORRU should play but it requires
a substantial change to its functions, even
beyond the specifications of the SMCC Task
Force, and a clear statement of support from
Management. Once finalized, there will be a
need to prepare a staffing strategy, including
training for existing staff, and to estimate
resource requirements. The finalization of
the role of ORRU should then be consistent
with its placement within the institution.
The SMCC Task Force analysis is supported
by this Evaluation. It is important to recog-
nize the important resource mobilization
relationship between ORRU and ORMU.

Besides considering that the two units report
to the COOQ, another option is for the two
units to report to the CFO, as in some other
MDBs.

Efficient Trust Fund
Management

Rationalizing processes, procedures, timelines
and costs, and strengthening reporting

Issue. Since 2006, the Bank has pressed for greater
delegation of authority in the approval of trust-
funded projects and for funding to be untied to
firms or individuals from the donor country. This
is a particular problem for bilateral funds. The lack
of progress in this regard has resulted in delays
and uncertainty by trust fund and task managers

and a relatively high rejection rate in some cases.

Recommendation: Ensure progress on
delegation of authority in the approval
of trust-funded projects, replace the
setting of arbitrary thresholds and
enhance annual reporting including
on processing times under the various
trust funds. Bank Management should set a
policy that after the first one or two years of
a fund (mainly pertaining to bilateral funds),
there should be full delegation of authority
to the Bank as both the Bank and the donor
gain understanding and trust. This would

replace the setting of arbitrary thresholds.

Issue. Critical implementation issues and resource
implications are not adequately addressed at the
time of fund establishment despite their inclusion
in the standardized proposal forms that leads to
overambitious expectations and serious reputa-
tional risks for the AfDB.
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Recommendation: Clarify the implemen-

tation modality, management structure
and resources required with a realistic
timeline for disbursements. The newly
instituted review process adopted by the
SMCC should ensure that it is adequately
taking into consideration implementation
and resource issues. In particular, proposals
should be clear about the implementation
modality, management structure and
resources required with a realistic estimate
of the timeline for disbursements. Specifically
the implementation arrangements and
resource requirements for the Migration and
Development Fund and the Micro-Finance

Facility should be reviewed.

The process should be monitored over
the next year to ensure that it is meeting
its objectives and adequately setting

expectations.

Issue. There is a serious lack of consistent data and
information compiled for the trust fund portfolio
relating to disbursements, processing times and
costs. Moreover there is a substantial amount of
confusion regarding the measurement and mean-
ing of indicators for monitoring disbursements

which are reported to the Board.

Recommendation: A costing analysis
should be conducted to inform Man-
agement of the Bank’s costs incurred in
the management and execution of trust
funds and approved projects. \While imple-
mentation of the ATRS is in its early stages,
the analysis could be conducted by taking

different types of funds (bilateral vs. thematic;

recipient vs. bank executed; investment vs.
technical assistance) and selecting a sample
for a detailed analysis. This analysis should

inform Bank policy on trust fund fees.

Recommendation: Key Performance
Indicators proposed in the Task Force
report to the SMCC should be revised
taking into consideration the analysis
and indicators prepared in this Eval-
uation. The Key Performance Indicators
proposed in the Task Force report to the
SMCC should be revised taking into consid-
eration the analysis and indicators (Annex
5) prepared in this evaluation. A process of
consultation should be followed with the
Board, Management and staff to enhance
understanding and commitment. The results
should lead to a reformulation of ORRU's

reporting to Management and the Board.

Recommendation: Revamp ORRU’s
website to make it user-friendly and
informative. This should include providing
the necessary information on individual
trust fund requirements and a calendar of

upcoming calls for proposals.

Strengthening
Operational Capacity

Issue. With the high turnover of operational staff
and the high percentage of task managers who
have been in the Bank a short time, there is a
need to enhance the skills of these staff in the
area of trust fund management and consultant
procurement. There is also an urgent need to
provide greater support to trust fund and task

managers especially in the area of procurement.
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Recommendation: Develop an action

plan to enhance the procurement
capabilities and support to trust funds
and related activities. The Action Plan
should: incorporate a mandatory training
program for task managers in consultant
procurement: preparation of clear and
succinct guidance notes including examples;
and an assessment of options for providing

more support in a timely manner to trust

fund managers and task managers through
direct assignment of procurement staff to
individual funds and/or placing capacity in
ORRU. As part of this effort, an e-learning
course should be prepared for management
of trust fund projects. This should be
mandatory for task managers of trust fund
projects to successfully complete the course.
The World Bank program could serve as an

example and a useful starting point.
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Actions to improve
strategic alignment and
management of trust
funds and other initiative
with external partners

Inadequate Procedures for Establishing New

initiatives
Application of a uniform process to screen

and approve all new initiatives.

New initiatives will be assessed by an
inter-departmental technical level Standing

Committee before submission to the SMCC.

Processing time should require 3-4 months
plus negotiation time with donors and

partners.

Use of standardized submission instruments:
Requests will be submitted via a standardized
concept note along with a Scorecard. The
documents will take into account cost-ef-

fectiveness, value-addition and risk factors.

Inefficiency in the Management, Use and
Reporting of Initiatives

Establishment of a new fee structure.

Screening of existing initiatives with
Scorecard to determine what should be

renegotiated, discontinued, restructured.

Regular information on available Trust
Fund funding should be provided by ORRU

including details on status and requirements.

Integration of initiatives into staff objectives
and departmental annual workprogram/
budget and KPIs.

Each Complex should designate a Focal
Point to follow up and report on use of Trust

Funds and Initiatives.

Increase threshold of Bank approvals and

minimum size of Trust Funds.

The threshold of Bank approval authority
of activities financed by bilateral trust
funds should be increased from $100k to
$300k. Trust Funds and Initiatives should
have a minimum value of UA2 million

equivalent.

Develop more appropriate assessment tools
to track implementation of Activities and

disbursement performance.

Use of a standard reporting format for all

initiatives.

Absence of a Comprehensive and Well-Coordi-

nated Resource Mobilization Strategy

Development of a Resource Mobilization
and Partnerships Strategy 2012-2015.

Suboptimal Institutional Arrangements

Establish a comprehensive Resource Mobi-
lization and Partnerships Department to
be headed by a Director. The Department

would be best located under the supervision
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of the Vice President and Chief Operating and partners will continue to take place at

Officer (COO). different levels, ensure regular information
sharing and collaboration.

Establish and ensure coordination. While rec

ognizing that contacts with external donors

o e
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As with the AfDB, other MDBs have been man-

aging trust funds for a long time; but it is only

recently that trust funds have been considered
as a distinct line of business and a means of lever-
aging financing for initiatives that are considered
less appropriate for lending. While the scale and
scope of trust funds varies by institution, the
issues that have arisen are similar. The following
summarizes the findings of a review of trust
fund experience by the World Bank (WB), the
Inter-American Development Bank (IADB) and
the Asian Development Bank (AsDB) and offers a
means of examining the performance of the AFDB

and some ideas for addressing the key issues.

Comparing performance and related issues and
efforts across institutions is difficult due to differ-
ent terminology and categorization of trust funds
and a general lack of specific comparable data.
Clearly the scale and scope of the World Bank’s
portfolio is well beyond those of the Regional
Banks (with annual disbursements above $3bn
compared with those of the three Regional Banks
ranging from over $50million for the AFDB to
around $150million for the AsDB). Yet, the main
donors are similar in each case. Discussions with
key staff involved in managing trust funds and a
review of the results of recent evaluations by the
Evaluation Departments (World Bank, 2011; IADB,
2010; AsDB, 2010) (footnote) offer a good basis for
assessing cross-cutting issues. Moreover, the Trust
Fund units have been collaborating continuously

with annual meetings to exchange views.

The three overarching issues raised by the three

MDBs can be summarized as follows:

« Aperceived need to rationalize the apparent
proliferation of individual trust funds and to
ensure a more strategic, rather than oppor-
tunistic, approach that is more efficient and

that is “monitorable” in terms of results;

< The persistent complaint from donors and
recipients as well as Bank staff and Man-
agement of the time required for gaining
approval and agreement for activities and
then for implementation of those activities;

and

« A need to better integrate the business of
trust funds into the standard systems of
the MDBs to ensure efficiency as well as to
enhance synergies with lending and other

services.

Approach to New Trust Funds. There is a con-
sistent preference to move away from stand-alone
bilateral funds towards multi-donor thematic,
country or project oriented forms of financing.
The AsDBand  the World Bank are establish-
ing “platforms” (Financing Partnership Facilities at
the AsDB and “Umbrella” funds at the WB) that
would consolidate related funds into an overall
program while maintaining options for separate
donor windows to serve donor preferences, such
as country targeting. The objective is to provide
an overall strategic framework more amenable to
results setting and monitoring and also providing
scale economies for fund management. The
IADB has not proposed such a platform but
the Evaluation Department called for a more

aggregated program approach which would
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provide a similar benefit. In addition, the Eval-

uation Department proposed that trust funds
should be initially established using the Bank’s
own funds in order to test a concept before
inviting donor contributions. This would avoid
the reputational issues as a new fund deals with

teething problems.

Regarding the use of country trust funds, there
is a clear distinction between the practices of
the World Bank and the other Regional Banks.
The WB has used such funds more extensively.
This is partially due to its efforts on fragile states
and emergency responses and also due to its
decentralization. The Evaluation Department co
nfirms that such funds have been effective at
focusing on a country’s priorities and on donor
coordination on the ground. The IADB and the
AsDB, like the AFDB, have been more reluctant
to approve country funds except in special cases
such as Haiti for the IADB and Afghanistan for
the AsDB.

Preparing and Vetting Proposals. The three
MDBs have attempted to rationalize and stand-
ardize procedures: clarifying processes; introducing
standardized templates; and improving IT systems.
As at the AFDB, there have been attempts to
eliminate “tied” funding and to promote more
delegation of authority. The results have been
mixed and will clearly require more time. The
MDBs have tried to establish service standards
for each step of the clearance process with norms
set in their trust fund guidelines. The issue of
lack of delegation of authority and the need for
donor vetting of proposals raises uncertainties
in processing and adds an inordinate amount

of time.

There are variations on the approach for calling
for proposals. The IADB has a continuous process
with the Trust Fund unit acting as a single window
to determine the most appropriate funding
source and a Committee meets once a week to
approve proposals. The AsDB works on a two
month rolling call for proposals. Each MDB has
exceptions to these processes and the WB has a
combination of approaches depending on the

trust fund.

Task Manager Capability. A major concern is
the capability of staff to handle the trust funds
in accordance with MDB procedures. The most
extensive initiative has been that of the WB which
established an e-learning accreditation program
in which all staff that manage trust funds had to
pass. A second version is about to be launched.
Fiduciary units at the MDBs assert that financial
management and procurement policies are
sufficiently flexible but are concerned about staff
capability in this area as well. The WB procure-
ment unit is designing programs to prepare and
accredit staff for different levels of procurement.
Related to trust funds a special training program
on consultant procurement has been initiated,
especially targeting staff who don't have a lot of

operational experience.

Bank versus Recipient Execution. There is a
variation among MDBs in the attention paid
to the distinction between Bank vs. recipient
executed trust funds. The WB and the IADB are
rigorous in ensuring and monitoring recipient
execution unless it is an activity clearly for internal
use or support to the bank in carrying out its
responsibilities. On an exceptional basis, if the

recipient is not capable of applying procedures

OPERATIONS EVALUATION DEPARTMENT April 2013




30

credibly, Bank execution is permitted. This does

not appear to be a concern for the AsDB.

Partnering with NGOs. While the issue of NGOs
as recipients is recognized by each of the three
MDBs reviewed; none of them has a systematic
policy to guide staff. This is a growing concern.
There are issues of procurement capability as well
as financial management and disbursement rules.
Moreover, there is an issue of liability in the case
of misused funds and the limited potential for

the recovery of funds.

Budget and Work Program Integration.
The AsDB and IADB have set policy such that
all trust fund fee revenue goes to the general
budget and is then allocated in accordance with
normal budget rules. The WB is in the process
of considering adoption of that policy with the
exception of global funds or where significant
investments are involved. There is still a wide
variation in how trust fund activities are inte-
grated into annual work programs. In the WB,
the importance of integration is clear given the
scale of recipient-executed trust funds relative
to lending and, even more importantly, the scale
of Bank-executed trust funds relative to the

administrative budget. In all cases, however, the

MDBs see this as critical to ensuring appropriate

incentives and accountability.

Trust Fund Indicators and Scorecards. The
monitoring of aggregate indicators for the trust
fund portfolio is highly variable. Neither the AsDB
nor the IADB produce annual reports equivalent
to the AFDB. Nor do they have scorecards.
They do have norms for different stages In the
processing and implementation of funds which
appear to be in line with the targets set by the
AFDB. The most extensive practice is the WB
that incorporates a number of indicators in its

institutional scorecard.

Institutional Responsibility for Trust Funds.
The IADB and AsDB have recently reorganized and
moved institutional responsibility for their trust
fund oversight units. While the WB's unit remains
under the CFO and within the same department
responsible for concessional resources (IDA), the
IADB has moved its unit from under the VP for
countries to an office reporting directly to the
President. The AsDB has moved the unit from the
VP for Knowledge to the VP for Private Sector and
Cofinancing while the concessional resource unit
(ADF) is under the Strategy and Policy Department

reporting directly to the President.
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In September 2006 the Board of Directors

approved the Trust Fund Reform Program which
aims to untie, standardize, simplify and align its
Trust Funds with those of other Multilateral
Development Banks. The new policy is being
implemented during a three-year period through
a series of policy and process reforms. New Trust
Funds or replenishments of existing agreements

negotiated as from 1 January 2007 will be

completely untied. Multi-Donor Thematic Trust
Funds will be encouraged. Emerging strategic
themes and areas of priority for promoting Mul-
ti-Donor Trust Funds at the Bank include: Higher
Education/Science & Technology, Knowledge
Management, Capacity Development for Regional
Economic Communities (RECs) in Infrastructure,
Governance, Private Sector Development and

Climate Change.

Comparison between the Old and the New Trust Funds

Policies

1. Terms & Multiplicity of terms and The Bank provides a standardized legal framework. New

Conditions conditions of various funds: Funds and replenishments negotiated as from 1 January
mostly tied nature; diversity in 2007 will be completely untied.
legal frameworks

2. Administra-  Random determination and Introduction of a cost recovery policy: Standard

tive Fees charge of administrative fees ~ minimum administrative fee of 5% will be applicable to
(between 0 and 5%) all new Funds.

3. Thresholds  Varied thresholds (from USS Minimum Thresholds:

& Approval 250,000 to USS 25 million), ad hoc  Single Donor TF: USS 1 million

Periods allocation system of resources Multi Donor TF: USS 2 million

The Bank’s Pre-Approval
Authority ranging from USS$
10,000 to USS 100,000

Approval periods ranging from
3 to 6 weeks

The Bank’s Pre-Approval Authority
Single Donor TCF:

US$ 100,000

[In case Donors cannot grant a pre-approval authority to
the Bank, proposals shall be approved on a non-objection
basis within 10 working days.]

Multi Donor TCF;

US$ 500,000

TCF exceeding USS 1 million to be approved by the Board of

Directors on a lapse-of-time-basis

4. Reporting &
Administration

Diversity in reporting due to
diversified agreements

Introduction of a standard reporting system based on
RBM; establishment of an M&E system; [T-based resource

management; TC Fund Handbook under updating.
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Annual Transfers

Annual Approvals

Annual Disbursements

Cumulative Commitment
%

Cumulative Disbursement
%

Annual Disbursement Rate

Actual Annual Disburse-
ment as % of Planned
Disbursements

Overhead Cost Ratio

Bank-Executed Trust Funds
Ratio

Recipient-Executed Trust
Funds Ratio

Processing Times for
Approvals

Time Required for Initial
Execution

UA

UA

UA

As % of cumulative transfers

As % of cumulative commitments

Disbursement in given year as %
of undisbursed Commitments at
beginning of year

Actual Disbursements as % of
Planned Disbursements by Activity
Task Managers

OH Expenditure in a given year as %
of annual TF commitments

BETF Annual Disbursements as % of
net administrative budget

RETF Annual Disbursements as % of
lending disbursements plus TF/grant
support

# of months from receipt of proposal
to approval

# of months from approval to first
disbursement

Funding Mobilization
Trend

Commitment Trends

Disbursement Trends

Ability to Commit
Resources

Ability to Disburse and
Execute Commitments

Rate of Disbursement in a
given year

Disbursement against
Expectations

Administrative cost of TFs

Relative importance of
BETF's to Unit Budgets

Relative importance
of RETF's to resource
transfers

Efficiency of Approval
Process

Efficiency of Mobilization
Process
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Background

In an effort to gain greater synergies among
the growing portfolio of thematic and bilateral
trust funds, several MDB'’s are applying a “plat-
form” or “umbrella” approach which enhances
coordination and strengthens the strategic
synergies between related or overlapping funds
without jeopardizing the specific governance
requirements of each donor or group of donors.
The ASDB is the most advanced having started
a number of platform facilities since 2006 and
conducting an extensive review by its evaluation
department. The World Bank is also pursuing this
concept and the IADB also sees this as having

important potential.

Defining the
Platform Concept

The Platform provides a framework by which
several single or multi-donor funds with
similar or overlapping objectives are linked
administratively in terms of Bank oversight.
The objectives are to better coordinate uses of
these funds and enhance their impact. They
differ from the concept of a Thematic Fund
in that they allow for combining a number
of funds without demanding a change in the
legal governance of each fund. The platform is
directed at a key strategic initiative of the Bank
and the funding can include Bank funds as well
as trust funds. A second potential benefit of
the platform is to provide greater economies
of scale for the provision of support services
including overall management as well as legal

and fiduciary support.

The AsDB'’s Experience

The ASDB between 2006-2010 started three plat-

forms (which they refer as Financing Partnership
Facilities - FPFs): Water Financing Partnership
Facility which included a Multidonor Water Trust
Fund with four donors and a bilateral trust fund;
Regional Cooperation and Integration Financing
Partnership Facility which included a Bank funded
facility and a bilateral fund; and the Clean Energy
Financing Partnership Facility which included a
multidonor fund with four donors, two bilateral
funds. The Independent Review in 2010 found
that the initial effort had been positive but more

could be done to achieve the benefits.

The FPFs are defined as operational “platforms” for
strategic, long-term, and multipartner cooperation
with development partners, linking various forms
of assistance in a coordinated manner for well-de-
fined purposes. FPFs are focused on ADBs key
sector/thematic priorities linked to their Strategy
2020 and may include seed funding from ADB.
Subprojects or components may be fully financed
by cofinanciers on a standalone basis, but linked
to an established ADB program or facility, and be

supported through ADB's administration services.

The intended advantage of FPFs is that they are
better platforms for coordinated financing of
agreed-upon objectives in a more sustained and
mutually beneficial manner, compared with what
was possible previously with just single-donor and

multidonor trust funds.

The structure of the FPFs is set out in each of

the FPFs’ respective establishment papers, but
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Figure 1: Financing Partnership Facility Structure
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ADB = Asian Development Bank, ADF = Asian Development Fund, DMC = developing member country, JSF = Japan
Special Fund, OCR = ordinary capital resources, TA = technical assistance, TASF = technical assistance special fund.

* Used only by four trust funds under the Water Financing Partnership and the Clean Energy Financing Partnership
Water Financing Partnership Facility Establishment Paper, Clean Energy Financing Partnership Facility
Establishment Paper, and financing partnership facility special evaluation study team
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e.g., to finance direct and
identifiable additional
resources for project-related
and operational-related
expenses.

Technical
Assistance

generally follows the same form. The figure below
shows the basic structure of the FPF platform
in terms of financing mechanisms and delivery

modalities.

Financing mechanisms. The FPFs were
designed to bring together under a common
“umbrella” a number of financing mech-
anisms, including (i) trust funds (single or
multidonor), (ii) loan cofinancing through
framework agreements (joint or parallel), (iii)
cooperation arrangements for knowledge
provision and exchange, and (iv) any other form
of cooperation that the financing partners and
ADB may agree upon for a defined program of

activities.

Delivery modalities. The FPFs originally offered
three forms of delivery modality: (i) concessional
loans, (ii) grant components of investment
projects, and (iii) technical assistance (TA,
both standalone and accompanying). To date,
the FPFs have made use of only two of these
modalities (grants and TA). The unused modality
is “concessional loans” due to donors not having
yet provided sector or thematic framework
agreements and resources for loan cofinancing.
A new modality, the direct charge to project
costs (for additional rather than regular planned
activities) was introduced by four of the seven
FPF trust funds as a means of providing a faster
response mechanism to emerging needs and

making funding available for small, standalone
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activities such as workshops, short studies, and

knowledge product development.

FPF Implementation
and Administrative
Arrangements

Each of the FPFs has detailed implementation
arrangements setting out the roles and responsi-
bilities of each of the parties involved. The financ
ing partners are expected to provide strategic
direction to the FPFs; attend annual consultation
meetings; and review progress reports and annual
work programs. The FPF steering committees pro-
vide strategic direction to the FPFs, approve FPF
policies and procedures, and approve allocation

of funds to projects.

These are determined by the governance struc
tures included in the respective FPF establishment
papers. In the case of some FPFs, the respective
sector/thematic working group also plays a role
in reviewing and endorsing project proposals
and advising the steering committee on strategic
issues Each of the FPF has a secretariat and they
oversee the FPFs’ day-today operations, vet project
proposals for compliance with eligibility criteria,
prepare the annual work program and progress
reports, and serve as focal points for technical

matcers.

The FPFs have specific administrative arrange-
ments in terms of degree of fund delegation,
service charges, and replenishment. In terms of
fund delegation, all multidonor funds are fully
delegated in terms of screening and allocation
of funds to projects, whereas only two of four
single-donor funds are fully delegated. In terms

of service charges, ADB charges a service fee to

cover its incremental costs for administration,
management, supervision, and operation of the
facility and funds. The service fee is 5% of the
amount disbursed for TA. For grant components
of loan projects, the service fee is 5% for grants up
to $5 million, or 2% with a minimum of $250,000
(whichever is greater) for grants above $5 million.4
The FPFs do not have any formal replenishment
schedule, but this is normally done on an “as

needed” basis.

FPF Processing Cycles

The application and allocation processes for both
delegated and nondelegated funds are discussed

below.

Delegated processing. The five delegated FPF
funds have an extra six steps vis-a-vis the standard

ADB processing cycle, as follows:

A project concept paper is appended to the
facility application and forwarded to the

respective FPF secretariat.

ii.  The secretariat vets the application in terms
of eligibility with FPF and fund criteria and
technical quality. Any application that is

ineligible is rejected.

iii.  If necessary, the project team leader revises

project concept paper.

iv.  Eligible applications are presented to the
sector/thematic working group for their
consideration. In considering the application,
the sector working group reviews technical
quality, eligibility, fund rationing, and contri-

bution to the outcomes and impacts for the
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facility as defined in the facility design and

monitoring framework (DMF). The sector
working group then endorses the application

or rejects it.

v.  Endorsed applications are forwarded to the
respective FPF steering committee for their
review and approval. The steering committee

approves allocation of funds to the project.

vi.  The project team leaders are informed of the
fund allocation to their project and proceed

to finalize their project document.

These extra steps are usually undertaken in parallel

with the normal ADB project processing steps.

Nondelegated processing. In the case where
a project is proposed for funding from either
of the two nondelegated FPF funds, there is no
delegation to ADB to approve the allocation of
funds to the project. Instead, a further process is
undertaken to seek approval from the financing
partner government. This involves submission
of the application and concept paper to the
financing partner embassy in the respective
country (or countries in the case of regional TA)
for their comments and endorsement. After this
review, the application and concept paper are
forwarded to the donor government via three
intermediaries consisting of the FPF Secretariat,
the ADB Office of Cofinancing Operations (OCO),
and the ADB Executive Director’s Office. The
donor government reviews the proposal and
either approves it or provides comments on it.
In the latter case, the comments are sent back to
the project team leader via the same three inter-

mediaries for incorporation. The above additional

steps are estimated to add an additional 14 steps
compared with the delegated approval procedure
and 19 steps (some of them in parallel) compared

with the normal ADB procedure.

(Source: ADB Financing Partnership Facilities
Reference Number: SES: OTH 2010-74 Special
Evaluation Study December 2010)

Application to AfDB

The OPEV Evaluation identified two issues
that indicate an potential application of the
Platform concept for the AFDB. There are a
number of related or overlapping funds in
terms of their objectives which could ben-
efit from greater coordination. In addition,
there are a number of funds with substantial
resources for internal management and
support while other funds have no economy
of scale (procurement support being a key
element). Among the possibilities are the three
water-related trust funds (AWF, RWSSI, MDWPP),
the private finance related funds (FAPA, Migration
and Microfinance) and the South-South funds (the

thematic fund plus a number of bilateral funds).

It would require putting the related funds
under one operational vice-president for
overall strategic coordination and man-
agement, integrating the strategies guiding
the various funds, rationalizing governance
where and if necessary, and providing more
coordinated support services such as fidu-
ciary and legal. It should not require much
if any changes to legal agreements and thus
could be superimposed on existing trust
funds. It could also provide a more strategic

link with Bank operations.
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Trust Fund Management at the African Development Bank

AN INDEPENDENT EVALUATION

This evaluation reviews the establishment and implementation of 28 bilateral and thematic trust funds moni-
tored and partly administered by the Bank’s Partnerships and Cooperation Unit (ORRU).

It assesses the procedural effectiveness of the implementation of the Trust Funds: it attempts to set forth the
scope and scale of the procedural issues; distinguish at what stage in the process problems are most critical;
and identify the key factors behind the problems and the implications for policy, process, organizational struc-
ture and human resource reforms.

About the AfDB: The overarching objective of the African Development Bank Group is to spur sustainable economic development and social progress in its
regional member countries (RMCs), thus contributing to poverty reduction. The Bank Group achieves this objective by mobilizing and allocating resources
for investment in RMCs; and providing policy advice and technical assistance to support development efforts.

The mission of the Operations Evaluation Department is to enhance the development effectiveness of AfDB initiatives in its regional member countries
through independent and instrumental evaluations and partnerships for sharing knowledge.

Director: Rakesh Nangia, r.nangia@afdb.org
Manager, Project Level Evaluations: Mohamed Manai, m.manai@afdb.org

Operations Evaluation Department, African Development Bank
BP 323, 1002 Tunis-Belvedere, Tunisia
Tel : (216) 71 102 841 Fax:(216) 71 194 460

Helpdesk: opevhelpdesk@afdb.org
Website: www.afdb.org/opev
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