
MANAGEMENT RESPONSE TO THE SPECIAL EVALUATION STUDY ON REAL-TIME 
EVALUATION OF THE MULTITRANCHE FINANCING FACILITY 

 
On 15 January 2013, the Director General, Independent Evaluation department, received the 
following response from the Managing Director General on behalf of the Management: 

 
I. General Comments 
 
1. We welcome the Special Evaluation Study on Real-Time Evaluation of the 
Multitranche Financing Facility (MFF) as a way to take stock of progress in 
implementing the MFF in developing member countries (DMCs). Since no MFFs were 
closed during the Report period and only a few of tranche completion reports have 
been prepared (Paras 12 and 170), we agree with the need for further evaluation of 
effectiveness at an appropriate time after a critical number of MFF projects are 
complete. 
 
2. The MFF is an innovative and demand driven financing modality developed by 
ADB to better address DMC client needs. As recognized by the SES, this unique 
lending modality enables longer term engagement (policy and capacity development) 
with DMC clients, including those in fragile and conflict-affected situations as 
appropriate. The MFF provides greater flexibility in design and a longer term platform 
for co-financing partnerships. Another key benefit of the MFF is that it provides 
predictable financing for clients without liability to pay commitment fees on the entire 
MFF envelope. These features enable a more customized approach to address the 
needs of different DMC clients and have led to increased demand for MFFs. 
 
3. The important role of the MFF in making ADB more relevant through 
innovation of new products is well recognized. However, the MFF is a relatively new 
instrument and still evolving. We believe that the Report’s negative and unbalanced 
tone fails to fairly reflect these aspects. As discussed below, the Report contains 
sweeping generalizations which are not evidence based and fails to adequately take 
into account the evolution of this instrument and recent governance improvements 
under Staff Instructions which became effective in July 2011. 
 
4. While the Report refers to some of the benefits of the MFF, incorrect 
assumptions are presented as conclusive: 
 

i. The Report implies that MFF documentation may have been withheld 
by repeatedly stating adequate data is incomplete or not readily 
available or accessible (e.g. Foreword, Executive Summary, Paras 20, 
25, 71, 75, 81, 178). It is not clear whether documentation was 
requested from ADB staff and available but not provided or withheld; 
data was requested but not available, or data was available but not 
reviewed by IED. 

 
ii. The Report incorrectly implies that MFFs were designed to expand 

ADB lending, inferring that ADB is approvals driven (Executive 
Summary). This is not correct. MFFs were developed to provide DMC 
clients with a greater choice of lending modalities to better address 
their needs and are anchored in the Country Partnership Strategy 
(CPS), which follows specific business processes and stakeholder 
consultations. ADB lending has grown because of client needs and 



their appreciation of ADB products that respond to their needs, and not 
because of ADB’s desire to expand lending. The scale of DMC needs 
was recognized by ADB’s shareholders, which led to the fifth General 
Capital Increase (GCI). 

 
iii. The Report assumes that the rapidly growing acceptance of the MFF 

warrants additional requirements, for example, adoption of MFF 
readiness filters for specific ADB regions or DMCs (Para. 201). These 
recommendations do not adequately acknowledge recent 
improvements in MFF governance under Staff Instructions. 

 
iv. The Report implies that the new streamlined business processes result 

in less disclosure of key information, raising due diligence concerns. 
This is incorrect. As a matter of fact, OM D14 and Staff Instructions 
provide clear guidance on MFF information requirements. 

 
v. The Report concludes that there has been not much savings in 

commitment charges (Para 175), when the design of the MFF, in 
contrast to stand alone projects, was expected to generate such 
savings. We disagree with this conclusion. Periodic Financing Report 
(PFR) approvals in a given year are equal to approvals that can be 
done through stand alone projects based on overall annual approval 
ceilings arising from equity to loan ratio constraints. MFFs not only 
help DMCs avoid unduly high commitment charges, but enable ADB to 
provide long term commitment. 

 
5. We believe that there are flaws in the evaluation methodology: 
 

i. The Report does not compare the performance of MFFs with other 
lending modalities, which will enable more concrete findings and 
recommendations to improve MFF performance. Many of the issues 
discussed in the report are relevant to processing of all lending 
modalities, e.g. institutional capacity, due diligence, bunching and loan 
cancellation. 

 
ii. The Report does not compare MFF implementation over time to clarify 

improvements after 2008 mainstreaming and adoption of 2011 Staff 
Instructions. For example, the Report claims that the liberal 
interpretation of guidance and directives aimed at streamlining the 
business processes potentially compromises MFF development goals 
and outcomes in various degrees. (Foreward). We disagree. The 
Report covers the period through December 2011 and the new Staff 
Instructions became effective in July 2011 to strengthen the quality of 
MFFs and address this concern. For example, the Report (Para 64) 
states that the requirement to include a comparative matrix on the 
choice of the MFF modality in the concept paper is not met in most 
cases. This is not correct. Adoption of the Staff Instruction clarifying 
this requirement and including new quality control procedures (MFF 
Panel of Experts) has addressed this concern. 

. 
iii. The Report states that adequate information required for a “reasonable 

evaluation” of the MFF modality is not readily available or accessible 



for most MFFs (Para 20). Instead the Report relies on anecdotal 
evidence, including views from unnamed sources, and states that 
findings are “sufficiently robust” (Foreword). If adequate information is 
not available the findings cannot be sufficiently robust and provide 
adequate grounds for evaluation. 

 
6. There is a disconnect between Report conclusions and analysis/data. 
 

i. The Report states (Para 181) that additional financing that is allowed 
in the MFF modality “may” be leading to less attention to proper project 
design. The Report refers to two MFF projects to conclude that 
insufficient attention “may” not have been given to cost estimates in 
project design based on cost overruns and the use of MFF tranches to 
address such overruns (Para 103 and box 8). We believe that such 
findings should have been anchored on more facts. 

 
ii. The Report indicates that ADB’s rapid increase in lending volumes 

after 2009 was based in part on the MFF modality (Executive 
Summary). This statement is incorrect. The main drivers of growth in 
lending volumes in 2009 and 2010 were programs loans and counter 
cyclical support. The GCI V enabled ADB to meet this demand. 

 
iii. The Report questions whether MFFs allow clients to plan more 

systemically and mobilize co-financing for investment plans or 
individual projects, while other sections of the report (Para 43) confirm 
that MFFs provide clients with “the comfort of longer term support” 
than other modalities, and greater opportunities for co-financing (Para 
56 notes that in 48 of 68 MFFs, co-financing is mentioned). The two 
points are inconsistent. 

 
iv. Report findings also ignore relevant information. , the Report states 

that the envisaged opportunities for policy dialogue have not been 
realized, and program policy support that was provided earlier has 
been discontinued in sectors where MFFs have penetrated the most 
(Para 79). The example given in Box 5 is on the energy and transport 
sectors in Pakistan. ADB has not been able to provide program 
lending in Pakistan in the absence of an IMF program – this important 
factor underlying the shift in approach is not mentioned, raising 
questions about the credibility of the findings. 

 
v. The Report questions the expected savings in staff time for processing 

under the MFF (Executive Summary, Para 172) and ignores and 
contradicts the results of a survey of MFF team leaders under which 
29 out of 36 (81%) responded that tranche processing took less time 
than a standalone project (Para 51). 

 
II. Comments on Specific Recommendations 

 
7. Specific recommendations under the Report are very general and based on 
good practices for the processing of loan financing modalities. Many specific 
recommendations disregard recent MFF governance improvements under the new 
Staff Instructions. 



 
8. Recommendation (i): Apply the standards for the needed quality of MFF 
requisites for MFF investment programs in countries and sectors as designed 
at the time of mainstreaming. While we agree with the rigorous application of MFF 
prerequisites, we disagree with the recommendation to adopt and implement MFF 
readiness filters at the country/sector level. OM D14 and 2011 Staff instructions 
clarify the preconditions for using the MFF. As per usual practice, the modality 
selection should be done and justified on a case by case basis in line with 
sector/subsector assessments and institutional capacity assessments. We agree with 
the need to continually improve quality control procedures, including documentation, 
for all ADB products, including the MFF. We disagree with the recommendation for 
specific MFF related training and instead propose that project related training be 
strengthened and supplemented to strengthen skills in selecting and designing 
investments, including MFFs, consistent with institutional capacity. 
 
9. Recommendation (ii): Manage the use of flexibility during the MFF 
implementation period without compromising, or with the strengthening of the 
benefits of the MFF modality. We agree with the general recommendation. 
However, we disagree with the recommendation to nominate department focal 
persons for the MFF to strengthen the peer review process and MFF quality. Adding 
another layer to the review process seems redundant. 
 
10. Recommendation (iii): Conduct facility-wide mid-term reviews of 
ongoing MFF programs and formal reviews at any time deemed appropriate. We 
disagree with the recommendation to mandate a “facility-wide midterm review.” While 
this recommendation has appeal in principle, it is redundant with respect to MFFs. 
During MFF tranche preparation, teams review the progress of the facility, which is 
reported to Management. 
 
11. Recommendation (iv): Regularly monitor MFF portions not converted to 
tranches, and take necessary steps that will help ensure prudential lending, 
planning and financial projections. This is already being done. MFF reviews form 
part of the CPS preparation process. The Annual Work Program and Budget 
Framework provides a process for planning and financial projections. Future MFF 
portions not converted to tranches are regularly reported to the Board through MFF 
annual reports. However, we welcome the Report’s recommendation to devise criteria 
to cancel remaining MFF tranches. 
 
12. Recommendation (v): Ask for regular submission of necessary 
documentation from clients and make all relevant documentation and data on 
implementation of an MFF immediately accessible within ADB. This 
recommendation is not unique to MFFs. While the Report mentions cases of 
incomplete information, it is not clear whether this is an issue of incomplete 
processing documents, missing documents, failure to request all relevant documents, 
or failure to provide such documents upon request, and it is thus difficult to clarify the 
problem. The Report notes that “it appears that all MFF and tranche related 
documents are not necessarily uploaded into e-Star in a timely manner” (para. 24). 
Project related documentation and project related data management might, in 
general, need improvement. Management will conduct a review on the quality of 
project documentation (quality of entry review) and project related data 
management/eStar generally. 
 


