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Institutional Arrangement and Execution Mechanism
Public financial management and performance monitoring reform
(BH-L1035)
I. Institutional Arrangements
1.1. The Ministry of Finance (Mof)  will implement the Program through the entities mentioned (Office of the Prime Minister (OPM), Department of Statistics (DoS), Budget Department (BD), Treasury Department (TD), Department of Information and Technology (DIT), and Tenders Board (TB). To coordinate and execute the Program, the MoF will: (i) appoint a Head of Program (HP); (ii) create a Program Coordination Unit (PCU); and (iii) establish a Steering Committee (SC).

A.
Execution Structure
1.2. The structure to execute the Program will consist of a HP and a SC at the strategic level; a PCU in the MoF and four Component Coordinators (CCs), in the OPM, DoS, TD and TB, at the administrative level; and the working groups at the operational level. The SC will be chaired by the Financial Secretary (FS) or his designate, and has the following functions: (i) provide strategic direction and support to the Program; (ii) review and approve the Annual Operating Plans (AOP) and its corresponding modifications; and (iii) participate in periodical meetings to review the Program performance. The HP is at the Chief Technical Director or Director General rank at MoF, who reports to the FS and is responsible for the day-to-day oversight of the execution of the Program.

1.3. The PCU will be headed by a project coordinator, who will report to the HP, and will include: (i) a procurement specialist; (ii) a senior financial specialist and a junior financial specialist; (iii) a monitoring and evaluation specialist; and (iv) a program assistant. The PCU will be fully staffed by the end of the first year of the Program’s execution. 
B. 
Responsibilities 
1.4. The PCU’s specific responsibilities will include: (i) coordinating and supporting the preparation of the Annual Operating Plans (AOPs); (ii) preparation of budgets, project accounting, and preparation of requests for advances of Program funds; (iii) preparation of the annual procurement plan for the Program and the procurement of goods and the contracting of services for the Program; (iv) coordinating the preparation of technical reports and preparing periodic and end-of-year financial reports; (v) monitoring of the Program’s activities progress and analyzing variances of actual results against plans; (vi) contracting the external auditor and ensuring-through the MoF the application of the external audit or recommendations; (vii) monitoring and evaluating project activities; and (viii) serving as a liaison for the Program with the Bank.

1.5. The CCs report to the Program coordinator in the PCU and are responsible for: (i) setting up the Working Group (WG); (ii) planning and monitoring the work of the WG; (iii) participating in the selection and hiring of consultants; and (iv)approving and requesting payment for the consultancies. The WGs will be headed by a team leader and will consist of staff that have participated in the design of the project or that will participate in its execution. The team’s responsibilities will include: (i) preparation or review of terms of reference and specifications and of technical progress reports on execution; (ii) technical evaluation of proposals; (iii) quality and time control of the consulting work; and (iv) preparation of AOPs. In addition, ad hoc committees, composed of technical staff from the MoF beneficiary units, will be called by the HP, in cases where operational or coordination problems have not been resolved at the team or PCU levels.

1.6. The WG under the direction of the respective agency heads through the CCs will have technical responsibility for execution of the Program activities. While the PCU will render technical support, its main role will be in coordinating, monitoring, ensuring compliance with the Bank’s procurement, accounting and reporting.
II. Summary of Arrangements for Monitoring and Evaluation.
A. Monitoring
2.1 The Bank and the MoF have agreed to use the Results Matrix, the Economic Evaluation (CBA) and the PEFA Assessment as the principal elements for monitoring the Program. The Program supervision and monitoring system will include: (i) the analysis of the technical and financial reports; (ii) annual Program monitoring meetings; and (iii) midterm and final evaluations. In addition, the system will include the routine inspection visits normally carried by the Country Office. The MoF will present semiannual technical and financial progress reports. In addition, it will present annually; (i) an assessment of the Annual Operating Plans (AOP) for the prior year; (ii) the AOP for the coming year; and (iii) audited financial statements for the Program. The information from these documents will serve as input for the annual monitoring meetings and inspection visits.
2.2 The annual monitoring meetings will start at the end of the first year of execution. In these meetings MoF and the Bank will examine the results of the past year work, with emphasis on the timing of procurement and contracting, and will agree on the AOP for the following year. The meetings will also review the compliance with the indicators in the Program Results Matrix.
B. Evaluation. 
2.3 The Program will fund three evaluations, including:

(i) Reflective evaluation
(ii) Economic evaluation (CBA)

(iii) Impact evaluation

2.4 Once 50% of the resources of the financing are disbursed, or within 30 months from the effective date of the Loan Contract, whichever occurs first, a consulting firm or individual consultant will be hired by the Borrower with the resources of the financing to prepare and submit a mid-term report evaluating the execution of the Program based on the indicators and physical goals set forth in the Program Results Matrix. Data for the indicators will be collected by PCU in the MoF.
2.5 Once 95% of the resources of the financing are disbursed, the borrower, with resources of the financing, will hire a consulting firm or individual consultant to prepare and submit a final report evaluating the execution of the Program. This evaluation will focus on: (i) verifying the degree of compliance with the indicators for the Program and its several components; (ii) taking stock of the success and shortcomings of Program’s design and execution; and (iii) recommending corrective or monitoring measures for future program of a similar nature.
C. Information Collection
2.6 The PCU will collect, store and retain information, indicators and parameters, including the annual plans, the mid-term review, and final evaluations, to help the Bank prepare the Project Completion Report. In order to support the supervision and monitoring process, an automated system will be established in the Project Coordinating Unit (PCU) to assist recording all the supporting documents, monitoring the physical and financing progress, and generating the reports required by the Bank.
2.7 90 days after the last project disbursement, the PCU will prepare and send to the Bank a final evaluation report, which will be used as input for the Project Completion Report (PCR).
D. Auditing
2.8 External auditing will be carried out by a firm of independent auditors acceptable to the Bank and in accordance with terms of reference approved by the Bank. The firm will be selected and contracted following the Bank’s standard bidding process for auditing firms. The cost of the audits will be covered with loan resources. The financial statements audited by the firm will be presented to the Bank within 120 days after the closing of each fiscal year of the Executing Agency. The last of these reports shall be submitted within 120 days following the date stipulated for the final disbursement of the financing.

III. Financing Instruments

3.1 Total cost of the program. The total estimated cost of the program is approximately US$ 33 million to be disbursed in 5 years, which the Bank will finance 100% from the Flexible Finance Facility (FFF) of the Ordinary Capital.
3.2 Procurements for the proposed Program will be carried out in accordance with the Policies for the Procurement of Works and Goods Financed by the Bank (GN-2349-9); and the Policies for the Selection and Contracting of Consultants Financed by the Bank (GN-2350-9), and with the provisions established in the loan contract and the procurement plan. In addition, for all projects, the Borrower is required to prepare and submit to the Bank a draft General Procurement Notice.
3.3 Prior to first disbursement, the MoF will submit evidence to the Bank confirming that: (i) The Program Coordination Unit (PCU) has been created, comprising the program coordinator, the procurement specialist and a senior financial specialist to carry out the planning, financing and non-Information and Communication Technology (ICT) procurement activities of the Program, all in accordance with the terms of reference duly approved by the Bank; (ii) the Steering Committee of the Program has been created in accordance with the provisions established in the corresponding paragraph of the Annex of this Contract; (iii) the Head of the PCU and the Component Coordinators have been appointed
; and (iv) the Operations Manual of the Program has been duly approved by the Executing Agency on the terms previously approved by the Bank.
IV. Risks and Lessons Learned
A. Risks

4.1 Development. There is a low risk of delays in project implementation, as a program of such size and complexity will strain the MoF’s capacity, which is already burdened by the revenue reform being carried out.  To mitigate the risk, the Program will finance a firm to support technical and change management activities throughout the life of the Program. Additionally, a Project Coordinating Unit will be established and a Coordinator hired to head it within the MoF to increase operational capacity and manage day-to-day activities. The PCU will include experts in technical and fiduciary areas. In addition, the fact that the project will have only one counterpart Ministry should facilitate implementation. 

4.2 Public Management and Governance. There is a medium risk of limited coordination between the MoF and the Line Ministries (LM), due to resistance from LMs to adopt a new/upgrade and provide information for the performance monitoring system. To mitigate the risk the Program will establish a Steering Committee at the level of the Minister of Finance, in which representatives from the main LMs will participate. Additionally, the MoF develop an Operations Manual, which will include the different roles, responsibilities and coordinating procedures for all stakeholders.

4.3 Monitoring and Reporting. There is a medium risk of delays in project implementation due to the lack of capacity of the Project Coordinating Unit in project financial management according to Bank procedures. To mitigate the risk, the Bank will provide training in Bank project financial management to all stakeholders involved in project execution.

4.4 Sustainability. There is low risk of adoption of the new systems given that there are elections in 2017 that will occur during the third year of the project execution. This risk is mitigated for the most part as the majority of the personnel that will participate in the execution of the project are career civil servants with job security who will be only moderately affected by government changes.
B. Lessons Learned

4.5 Development. When working with countries with very centralized decision making, all information to be discussed has to be very well prepared before being presented for Government decision, in order to avoid substantial delays in preparation.
4.6 Ownership. Countries with centralized decision making presents more difficult to promote project ownership among the areas to be affected by the project.

4.7 Information. Countries that do not receive enough technical assistance from multilateral international organizations, are more timing consume in order to understand the real needs in specific areas, mainly because the absence of needs assessment available for consultation.

4.8 Counterpart. Is one of the most valuable components in project preparation. The absence of counterparts can complicate the identification of needs, solutions and information to prepare Bank documents.
� 	Monitoring and Evaluation Plan provides the details about the 3 evaluation.


� 	The Component Coordinators have to be representatives from the areas to be strengthened.
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