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PILLAR III—ARTF OPERATIONAL EFFECTIVENESS/QUALITY OF PORTFOLIO

BASELINE PROGRESS TARGET
N ek - -0 0 O I el
FY13 FY14 FY15 FY16 FY11

Ensuring Sound Quality and Portfolio Performance

Project Number of months between Per
readiness for project effectiveness to 2 FY09 2 3 NA* 3 2 2 P @
implementation first disbursement y
Satisfactory Active operations rated
implementation ~ moderately satisfactory or 5 o o o o o Greater Per
of active higher on implementation 78% FYo8 3% §7% 88% 92% 3% than 75%%  year @
projects progress (%)*
Gross Disbursed amount in

. . 1392 1393 1394 1395 1396  RCW $400
disbursements an Afghan fiscal year ~ RCW $214 RCW $256 ROW $272 RCW $252 RCW $344 RCW $310 million/

disaggregated forthe — milloN/ ¢y 389 piyion/iW  millionsyW  million®/W  millon/W  millon®/W  [w$400 1396 @

R“:;’:’;}IE‘I’:\‘,::{';’;;'{ 'wﬁlllf"iz $424 million  $570 million  $394 million $402 million ~ $476 million  million®s

Window ($)

Disbursement Fiscal year¥” disbursement
ratio% of active grants divided by
total undisbursed funds - o7 1000 9 o o o o
in active grants by the be- 55% FY04 59%/28%  61%/43%%®  38%/24%% 47% 43% 23%-25%% 2020 @
ginning of the fiscal year
(excluding the RCW) (%)

Gender ARTF projects that include

mainstreaming gender-specific c o c
in results objectives/ 2% FYl4 Na ZRAZEL STREEEL - TRRZEL ORI A
monitoring outcome/output data with

targets (%)
Percentage of portfolio

fully collecting required = o o o o
gender-disaggregated 38% FY14 NA 38% 57% 68% 68% 80% 2020 Y

data

Percentage of portfolio

projects with Gender c o o, o ° o
Focal Point staff in client 1% FY14 1% 60% 66% 70% 12% 60% 2020 @

project teams

20200 Y

Percentage of portfolio
projects that include

technical assistance

on gender issues and 63% FY14 NA 63% 57% 63% 82% 60% 2020 @
gender supervision in
implementation support
missions

Percentage of portfolio
projects that have
produced gender-related 38% FY14 NA 38% 47% NA 50% 50% 2020 @

knowledge in completed
knowledge products

Citizen Percentage of projects
Engagement that incorporate 94% FY15 NA NA 94% 95% 95% 100%% 2020 Y
beneficiary feedback
Human Facetime with the
resources client counted as total
number of days spent on
Afghanistan, including ~12,000 FY12 13,024 11,990 13,207 20,003 217,659 16,500% 2020 @

resident international and
national staff and visiting
missions (days)

RATINGS @ ON-TRACK @ OFF-TRACK Y SLIGHTLY OFF-TRACK N NO DATA


















PILLAR IV—ARTF TRUST FUND EFFECTIVENESS

| BASELINE | ROGRESS | TARGET | LiNKass |
INDICATORS®® Year | Value Value Value Value Value Year SMAF® RATING
FY13% FY14 FY15 FY16 FY17

Share of Share of planned financing 229,m
assistance under the ARTF Incentive ($60.6 million)
provided via Program that had been 46% 409 36% ’ (1304) 26%
incentive earned by government by 100% 1288 ($23 million) ~ ($83.6 million)  ($98.6 million) ($235.68 million) 159 Per 1 Y
mechanisms end of the fiscal year (%)  ($40 million) (1391) (1392) (1393) 299 (1396) year ’
($337.8 million)
(1395)
Donor Number of implementation o -
Engagement support missions with joint 5997 (of 40 65% (of 34 < 3 Per
Index partner participation (%) missions) FY11 S (25 of 33 (20 of 30 Over 66%™ — NA @
missions) missions)”
Alignment Index ARTF development aid
aligned with currant NPPs 0% 1389" 100% 100% 100% 100% 100% o T‘e 1395 34
at the programmatic level ° ° SRelnnEy .
%) (1392) (1393) (1395) (1396) level
ARTF resources Recurrent/development
as share of resources as share of  RCW: 48%/ RCW: 22%/ RCW: 18%/ RCW: 23%/ RCW:28.9%/ RCW:26%/
civilian budget government's civilian IW:20% 1382 W: 23% IW: 32% IW: 41% IW: 28.8% IW: 31% NAS NA @
operating/development (1391) (1392) (1393) (1395) (1396)
budget (%)
Increased Increase in the execution 5%
government rate of the development 51% 13907 (1‘23?) (I;QZ{’) (1;?;?) (]g;?) (123?} increase per et @
capacity budget yearn Yo
Audits received on time (%) 0% 1386 717% 96% 65% 100%™ 100% 759 Per @
(1391) (1392) (1393) (1395) (1396) year
Funding Total ARTF pledges/
Predictability indications deposited by 8% 1384 94% 86% 97% 63%® 92% 100% Per @
Index donors by end of fiscal (1391) (1392) (1393) (1395) (1396) year
year (%)
Unallocated cash balance
at the end of the fiscal -
. 56% 39% 53% 33% 18% Minimum Per
year as a proportion of the 27% 13902 @
pipeline for the coming (1391) (1392) (1393) (1395) (1396) 30%%2  year
year (%)
ARTF contributions .
2% 28% 43% 7% 43% Maximum Per
e 0% |18 nee) (1392) (1393) (1395) (1396) 50%%  year @

RATINGS @ ON-TRACK @ OFF-TRACK Y SLIGHTLY OFF-TRACK N NO DATA

























































ANNEX I1l: Summary of ARTF Active Projects

(on following pages)
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ANNEX V: ARTF SORT Framework for Risk Management

SORT is applied to the ARTF at the trust fund level, which includes an assessment of risks in eight categories.®

RISK AREA

POLITICAL AND
GOVERNANCE

The political situation remains fragile and violence
pervasive. Power-sharing arrangements under the
National Unity Government are a continued source

of tension and potential future instability. Election
outcomes and potential political instability associated
with the forthcoming parliamentary elections in

late 2018 and presidential election in 2019 present
important risks to the overall ARTF program.

Potential increase in conflict and continued violence

around the country adversely affects the ability to
operate and implement projects.

While the National Unity Government was negotiated to

prevent political crisis, some level of volatility continues.

This has affected the pace of certain reforms as well
as the implementation progress of some ARTF-financed
development programs.

RISK
RATING®

1. POLITICAL AND GOVERNANCE

MITIGATION MEASURES

The World Bank as the ARTF Administrator continues to monitor the potential impact of changes to the political economy on
ARTF financing. This risk is directly addressed by the strong ARTF fiduciary framework and will be mitigated to the extent
possible through close cooperation with key government counterparts in the Ministry of Finance.

ARTF-financed projects are implemented by the government. While violence and conflict also affect government staff
and is a constant challenge, line ministries and national staff have so far maintained the ability to reach most areas in
the country to ensure project implementation and service delivery. This is also helped by project designs that take into
consideration the difficult operating environment and make use of design models that rely on community involvement for
implementation.

The ARTF Administrator continuously monitors the situation closely and, through ongoing policy and technical dialogue
with key counterparts in the Ministry of Finance and the line ministries, can minimize adverse impacts on the ARTF
program to the extent possible.

The Administrator has worked to ensure that financing has been/will be allocated to all major service delivery programs in
the portfolio so that delivery of health, education, community development, and other critical services can continue without
interruption. The Bank's technical teams continue to work closely with the relevant government agencies and development
partners to address factors that might impede basic services reaching people.

Apart from this, the Administrator will maintain a flexible approach, adjusting the level of its ambition to address short-
term service delivery if necessary, and downscaling engagement in reform areas where the political will or ability to move
forward is lacking.

84 1. Political and governance; 2. Macroeconomics; 3. Technical design of a project; 4. Institutional capacity for implementation and sustainability; 5. Fiduciary; 6. Environment and social; 7. Stakeholders; and 8. Others. The ninth
category that is part of SORT, Sector Strategies and Policies, is not included at the program level.
85 H=High, S=Substantial, M=Moderate, L=Low.



- RISK

2. MACROECONOMICS

ECONOMIC RISKS

FISCAL SUSTAINABILITY

Afghanistan’s macroeconomic outlook is subject to
substantial downside risks, given the uncertain and
limited nature of both domestic and external fiscal
resources, and the likely continued high-level of
security expenditures. Previous experience suggests
that elections and associated political instability can
have major negative impacts on growth, investment,
and revenues: Revenues fell from 11.6 percent of GDP in
2013 to 8.4 percent of GDP in 2014 due to the combined
impacts of withdrawal of international security forces
and political instability following the elections.

Increasing public expenditures and simultaneous
reductions in the government’s revenues impact fiscal
sustainability negatively. The government not meeting
its basic operating expenditures, salaries, could have
severe effects on the stability of the country.

MITIGATION MEASURES

Funds through the Recurrent Cost Window will help mitigate the risk of a potentially increasing fiscal gap. It cannot,
however, cover the growing government expenditures and further revenue increases will be required.

In this regard, the government through its Fiscal Performance Improvement Plan, and supported through continued policy
dialogue under the World Bank Incentive Program, has embarked on ambitious revenue mobilization and expenditure
management reforms.

The ARTF continues to support the government’s operating budget with annual dishursements through the Recurrent
Cost Window, including the Incentive Program. This allows government to finance (civilian) salaries and operations and
maintenance expenditures.

While stronger coordination through a single platform for incentivized budget support is ideal, donors can also provide
financing directly to government based on bilateral agreements and channel the funds through the ARTF ad hoc payment
modality. The ad hoc payment modality allows donors to support government in addressing fiscal gaps.

Risks are also partly mitigated by the government’s previously demonstrated capacity to maintain overall macroeconomic
stability in the context of revenue declines, through effective expenditure control and maintenance of a sound monetary
policy framework.

ARTF-financed programs, including the Incentive Program, and the recently approved Fiscal Performance Support
Improvement Project continue to support the government in strengthening revenue collection with a specific focus on
customs.
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RISK AREA

3. TECHNICAL DESIGN OF A PROJECT

PROJECT DESIGN

PORTFOLIO PERFORMANCE

Project performance is easily affected by the challenging
context, which risks impacting results.

The overall ARTF program portfolio performance is
impacted by the high-risk environment, coupled with
weak institutional capacity for implementation and
sustainability.

RISK
RATING

MITIGATION MEASURES

Project design should take into consideration the low capacity and challenging operating environment including security
constraints. This requires use of flexible modalities and innovative project design, weighing long-term sustainability gains
against short/medium-term service delivery:

Outsourcing service delivery: SEHAT and proposed Sehatmandi projects: Using NGOs to deliver a basic health
package across the country; contracts managed by the Ministry of Public Health.

An in-between model: NSP and Citizens’ Charter: Using facilitating partners to work with communities in the field,
but general operations maintained by the government implementing agencies.

Using country systems: FSP: fully integrated into the ministry systems, no Project Implementation Units.

Portfolio management requires an integrated approach with regular troubleshooting:

Careful and continuous monitoring at several levels:

(i) Operational—through regular discussions of the World Bank technical teams on various program implementation
issues;

(ii) Quarterly Portfolio Operational Status Reviews to be introduced in the FY 1397—FY 1399 financing period

that will focus on a subset of projects for which project-level operational bottlenecks and fiduciary, safeguards,
governance or performance issues have been flagged during the preceding quarter;

(iii) Annual Portfolio Performance Reviews focusing on identifying key bottlenecks to portfolio performance.
Proactive approach to restructuring non-performing projects.

Introduction of enhanced mechanisms to ensure quicker identification and resolution of program implementation
bottlenecks through regular Afghanistan country management unit check-ins with Bank technical teams and the
Ministry of Finance and other government entities to ensure ownership and a proactive approach.



©

4. INSTITUTIONAL CAPACITY FOR IMPLEMENTATION AND SUSTAINABILITY

IMPLEMENTATION CAPACITY The absorptive and implementation capacity of line
ministries is a key factor in how projects perform and
how funds can be allocated and disbursed. While
the ARTF portfolio is generally performing well with
high disbursement rates on average, implementation
continues to face a number of challenges affected by the
implementation capacity in line ministries and agencies.

WORLD BANK RESOURCES The Bank's capacity to support line ministries in
project preparation and implementation and to provide
implementation support is critical to the quality and
effectiveness of the portfolio.

86 Facetime is a measure of the Bank’s engagement with client countries that aggregates multiple forms of engagement in a single scale, including field staff (both national and international) and mission travel (from both headquarters

and nearby offices).

)

Implementation risks are mitigated through careful project design, capacity building supported by ARTF programs such

as Capacity Building for Results and its planned successor, TAGHIR, and ongoing close implementation support by Bank
technical teams to government agencies implementing projects. The proposed TAGHIR program aims to further support the
professionalization of the Afghan civil service through support to human resource management and institutional reform. It
also aims to support improved structures and strengthened capacity of priority line ministries and independent agencies.

Under the forthcoming FY 1397—FY 1399 PFFP, the ARTF proposes to add a new Bank-executed window to be known as
Advisory Services, Implementation Support and Technical Assistance (ASIST). The ASIST window will enable the Bank
to respond to GoIRA requests for external advisory services in high-priority and highly technical sectors, such as fiscal
management, energy, mining and public-private partnerships.

With some Bank staff based in the Dubai office, more visiting missions now take place, allowing the Bank to move in skills
as needed for the program. Almost all ARTF programs either have a task team leader who is a national staff member and
based in Kabul, or is co-led by a national staff member based in country. The capacity of national staff is continuously
being improved to ensure they can increasingly take on more responsibility for technical support to the client. The total
number of Bank staff based in Kabul is 93, with a steady increase in the number of national staff at technical analyst
level and higher from 24 in 2011 to 43 in 2018.

In terms of facetime,® the World Bank in Afghanistan continues to be at the forefront in the World Bank with about 20,003
days annually, compared to the average for fragile states (3,000 days) or IDA countries (7,500). As a result, Afghanistan
leads within the World Bank for hands-on support to and engagement with the client.

To continue supporting the large ARTF program, the World Bank will be adding an internationally recruited Operations
Officer position to the ARTF program management team to focus on results monitoring and reporting of the ARTF. The
Program Leader for the human development and governance programs has been based in Kabul since mid-2017.
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RISK AREA

5. FIDUCIARY

FIDUCIARY RISKS

CONTROLS

Fiduciary risks are significant despite good progress
made with establishing and strengthening public
financial management systems. ARTF-financed
investment operations (e.g., Public Financial
Management Reform Project | and I1) have helped put
in place adequate processes and practices for financial
management, procurement, and control.

Strong controls are needed to mitigate fiduciary risks,
including independent verification, to ensure donor
confidence in ARTF systems and fiduciary controls and to
allow donors to continue providing financing on budget.

RISK
RATING

MITIGATION MEASURES

Safeguarding funds is a multifaceted approach taking place through four complementary modalities:

1. Technical assistance through individual investment projects.

2. Capacity building: Through the Capacity Building for Results Facility, PFMR, and the Fiscal
Performance Improvement Support Project, and other investment projects. The ARTF-financed PFMR ||
focused on technical assistance to further strengthen government control systems.

3. Policy reform work: Supported through the Incentive Program. The next phase of the IP and the
successor to the PFMR Il project, the FSP, continue to support implementation of reforms and building
systems and capacity in government.

4. The IP focuses on the timely implementation of PFM measures, which include better internal and
external budget controls, greater budget transparency, procurement certification, deep customs reforms
aimed at improving efficiency, enhancing controls, and reducing rent-seeking opportunities, and
incentives for domestic revenue growth and improved budgetary spending.

5. Arobust and comprehensive fiduciary framework to safeguard ARTF funds channeled through the
budget along four lines: (i) Strong community ownership and monitoring; (ii) Government-wide controls;
(iii) World Bank technical assistance and implementation support; and (iv) Additional controls: third-
party monitoring—NMonitoring and Supervisory Agents.

The National Unity Government has emphasized its strong stance against corruption and highlighted its intention
to root out such practices. In support of the government’s strategy, the ARTF Administrator will work with the
government and donors to assess potential additional anti-corruption measures.

Third-Party Monitoring agents address the specific weaknesses of the operating environment and provide an
additional layer of control:

ARTF MONITORING AGENT (accounting firm): Monitors the entire civilian operating budget for eligibility:
° Performs automated desk review of 100 percent of recurrent cost expenditures; and
° performs risk-based review of expenditures, including visits to provinces.

ARTF SUPERVISORY AGENT: Carries out asset verification, quality assurance, and data mapping of national

infrastructure projects (NSP/Citizens’ Charter, rural roads, education, on-farm water management, and irrigation):

o Provides the Bank with strengthened outreach to all 34 provinces of Afghanistan, including highly insecure
areas, to obtain data from key national programs.

In addition, the World Bank, with the agreement of the government and ARTF donors in late 2017, developed the Anti-
Corruption and Results Monitoring Action Plan (ACReMAP), a proposal to enhance overall ARTF results monitoring and
anti-corruption efforts. The ACReMAP, proposed as a fourth window under the ARTF, would be used to consolidate the
management and expand the scope of third-party monitoring of ARTF-financed operations, and would support the costs of
conducting periodic in-depth fiduciary reviews of ARTF-financed operations.



RISK

RISK AREA MITIGATION MEASURES
RATING
6. ENVIRONMENT AND SOCIAL
ENVIRONMENT Lack of implementation and monitoring capacity of the S Environment risks are analyzed on a project-by-project basis. All projects and operations financed under the ARTF follow
national environmental law. World Bank policies and procedures for environmental safeguards, including the World Bank Group’s new Environmental

and Social Framework (ESF), which will apply to projects to be prepared from October 1, 2018. The ESF offers a broad and
systematic coverage of environmental and social risks. The ESF makes important advances in areas such as transparency,
non-discrimination, public participation, and accountability, including expanded roles for grievance mechanisms.

Each investment project is required to develop environmental and social management plans.

SOCIAL Tenure insecurity and land conflicts plus multiple, s Social risks are analyzed on a project-by-project basis. All projects and operations financed under the ARTF follow World
inconsistent, and overlapping legal frameworks. Bank policies and procedures for social safeguards.

IMPLEMENTATION AND Weak implementation and monitoring capacity in H Assessed during design phase and identified weaknesses addressed through project design, implementation

MONITORING implementing ministries. arrangements, and ongoing World Bank technical assistance and implementation support.

DISASTERS Natural disaster risks, including flooding, droughts, H The World Bank focuses on disaster risk management at the project level, where appropriate response mechanisms are
earthquakes, locusts. incorporated into the project design to be activated in an emergency. Also, infrastructure quality specifications consider

potential disaster risks.

GENDER Marginalization of women in the economy and broader H The World Bank follows a mainstreaming approach to ensure gender issues are addressed as a crosscutting issue
development. in the ARTF portfolio. This includes careful attention to gender issues at the project level, where project designs and
implementation take into consideration the relevant challenges and opportunities.

The World Bank gender specialists works closely with line ministries to provide input and guidance to ensure gender
inclusion and equity.

Policy dialogue with line ministries, as well as MoF, to emphasize the importance of increased gender equity.








