
MANAGEMENT RESPONSE TO CORPORATE EVALUATION ON  
ADB’S MULTITRANCHE FINANCING FACILITY, 2005-2018: PERFORMANCE  

AND RESULTS DELIVERED 
 
 

On 14 November 2019, the Director General, Independent Evaluation Department, 
received the following response from the Special Senior Advisor to the President on behalf of 
Management:  
 
A. General Comments 
 

1. Management thanks the Independent Evaluation Department (IED) for this 
evaluation, "ADB's Multitranche Financing Facility, 2005-2018: Performance and 
Results Delivered." Management recognizes the IED team's active approach to 
engaging with departments during the evaluation study and being responsive to 
our earlier comments. 
 
2. Management appreciates the report's recognition that the Multitranche 
Financing Facility (MFF) modality has remained a viable financing instrument for 
ADB to serve client countries. The insights gathered from the evaluation are 
valuable. We also take note of the following results of the evaluation: 
 

a. Earlier concerns that the unutilized share of approved facilities 
would lock up future financing, crowd out other products, and 
diminish ADB's ability to mount crisis-response operations have 
been dispelled by subsequent years of MFF experience. 
 

b. The delegation of authority to approve subsequent tranches to 
Management, combined with periodic monitoring and advance 
reporting, did not compromise the quality of MFF operations. 

 
c. Concerns about the quality of preconditions, project design, 

insufficient reporting on MFF performance, application of ADB's 
Safeguard Policy Statement, and unutilized facility balances appear 
to have been addressed, while some concerns remain about the 
justification of the choice of modality, quality of investment and 
financing plans, frequency of scope changes, and prolonged 
extensions. 

 
d. MFFs have been more successful in mobilizing cofinancing 

compared to stand-alone projects. 
 

3. Management notes the evaluation finding that MFF has partly delivered its 
objective. A key issue identified by the evaluation is that the potential for MFF 
operations to promote "transformational changes" has not been fully realized. 
Management finds there is limited justification for assessing the results of the MFF 
modality against this criterion because the MFF mainstreaming policy did not 
envisage this as the modality's objective. The MFF is primarily a debt financing 
facility to target discrete components of large stand-alone projects, tranches of 
sector investment programs over a longer time frame, financial intermediary credit 
lines, and guarantees. While it may be a "logical expectation" that MFFs have the 



potential to contribute to "transformational development" given its design, such 
outputs cannot be expected from every approved MFF. As noted in the evaluation, 
there have been MFFs whose contributions extended beyond the boundaries of 
the investment program, though financing infrastructure gaps-doing so 
programmatically and sequentially-is the main objective of the MFF modality. 
Indeed, it is often through a sequence of investments that policy changes gain 
traction and capacity development bear fruit effectively in terms of learning by 
doing. In conclusion, the view of Management is that the MFF has delivered on its 
primary objective. 
 
4. The evaluation points out areas for further improvement of MFF 
implementation practices, to enhance the performance and results of MFF 
operations. Example include the following: 
 

a. Past MFF operations focused more on delivering physical 
investment outputs. Going forward, MFF operations need to pay 
more attention to policy and capacity development. 
 

b. The 10-year maximum availability period has proven to be a major 
constraint to completing MFFs' planned investments, reducing the 
attainment of envisaged development benefits in an integrated 
manner across sectors and thematic areas. 
 

c. Justifications for the choice of modality have been inadequate in 
some reports and recommendation of the President (RRPs). 
 

d. MFFs were more successful in delivering results when used to 
complement other sector operations to take advantage of their 
features. For example, in the road subsector, some MFFs have 
focused more on providing backbone infrastructure, while stand-
alone projects have focused on provincial and local roads. 
 

e. II is critical to focus on the good preparation of initial tranches. 
Inadequate initial preparation led to implementation delays and 
inability to complete the planned investment within the 10-year time 
limit. 
 

f. II is also critical to work out effective coordination when MFF 
operations need to deal with a large number of implementation 
units, typically in the water supply and sanitation sectors. 
 

g. Cumbersome approval and reporting procedures have increased 
processing duration for MFFs by over 50% since 2012 and reduced 
some of the flexibility advantages of MFF, which have slowed down 
the utilization of the modality. 

 
In general, Management acknowledges and agrees with these 

observations.  
 
 

 



B.  Management Response to the Recommendations 
 
5. Management reviewed the recommendations of the report. Responses to 
each recommendation are indicated blow. 
 
6. Recommendation 1: Review the use of the MFF modality and update 
the policy as necessary to ensure it is aligned with Strategy 2030 to deliver 
integrated solutions and realize its transformational development potential. 
 
Management agrees to the recommendation to align the MFF modality to ADB's 
Strategy 2030. Management will consider appropriate actions to update the MFF 
policy as necessary to align it with Strategy 2030. Management will continue to 
enhance the focus of capacity development beyond project implementation and 
strengthen support for operation and maintenance. Management will also explore 
approaches to using MFF in delivering integrated solutions.  
 
The existing MFF policy already allows for financing multiple projects in more than 
one sector and thematic area covered by ADB in a client country. Efforts have 
been made in the past to integrate multisector solutions under MFFs, and seven 
multisector MFFs were processed since 2005. However, such examples are not 
widespread due to the inherent complexity of multiple-sector operations. 
 
7. Recommendation 2: Introduce measures to ensure that the MFF 
implementation schedule is realistic and all operations intended to be 
financed under the MFF program are completed. 

 
Management agrees and will consider appropriate actions based on the 
suggestions made in this report, e.g., the extension of the maximum availability 
period of MFFs, more flexible procedures for requesting extension, and improving 
processes for early approval of subsequent tranches when they meet certain 
readiness criteria, among others.  
 
The MFF modality already allows flexibility in the number of tranches planned to 
achieve intended results. The readiness of a proposed MFF is reviewed as part of 
the quality assurance process. The timing of the approval of subsequent tranches 
has flexibility, particularly when it is not contingent on the completion of a prior 
tranche. 
 
8. Recommendation 3: Enhance the learning from prior tranches by 
ensuring it is captured, applied and documented explicitly when approval of 
subsequent tranches is requested. 
 
Management agrees. Management will explore options to further enhance the 
incorporation of lessons from prior tranches, including a review of current MFF-
related templates and business process and updating the MFF Guidance Note.  
Lessons learned from the implementation of prior tranches are being captured and 
applied in subsequent projects. Various reporting mechanisms have been 
introduced in the past to document such lessons. To incorporate lateral learning at 
tranche-level, an assessment of the status of MFF implementation is included in 
the Periodic Financing Request Report, which is submitted when requesting 
approval for a subsequent tranche. Facility-level progress reports are updated 



annually for each active MFF to incorporate performance assessments against 
DMF indicators. The MFF annual report mentions any significant ongoing and 
potential MFF related issues. 
 
9. Recommendation 4: Adjust the requirements for MFF operations to 
reduce their transaction costs and restore the operational attractiveness of 
the modality. 

 
Management agrees. Management will consider streamlining and simplifying 
documentation requirements. Management will also review MFF progress 
reporting and consider more efficient models for tranche project completion 
reports. 
 
Management notes the evaluation's findings that requirements introduced since 
the mainstreaming of the MFF have reduced the competitive advantages and 
attractiveness of the MFF. 
 
10. Management will develop an action plan to implement these 
recommendations to further strengthen the MFF as one of ADB's key financing 
modalities. 

 


