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EXECUTIVE
SUMMARY

This annual report covers the period January 1, 2018 to December
31, 2018. During this period the Zimbabwe Reconstruction Fund
(ZIMREF) made progress towards achieving its objective of,
contributing to the strengthening of Zimbabwe's systems for
reconstruction and development. In the absence of arrears
clearance, the fund remained an important source of financing
in responding to the changing country priorities and delivering
knowledge and analytics for key reforms. This is despite the
changing context in which ZIMREF operated, including a
change in Government at the turn of 2017 occasioned by the
former President’s resignation. In July 2018, elections were
held ushering in a new President, Parliament and Cabinet (the
third Cabinet in a space of 10 months) and some changes to
Permanent Secretaries of Ministries. As part of the transition,
the Government introduced changes in monetary policy and
launched a Transitional and Stabilization Plan (TSP) in October
2018 that has led to wide-ranging fiscal reforms outlined in the
2019 Budget Statement presented in December 2018. The TSP
confirmed the key priority areas that ZIMREF has been working
on and offers further guidance on how to tailor and strengthen
ZIMREF's support going forward.

Photograph credits: Arne Hoel/World Bank




During the year 2018, the country was characterized by serious economic
headwinds: high levels of domestic debt, rising inflation, foreign currency
shortages and attendant shortages in fuel and some basic foodstuffs.

In response to these challenges, Government committed to reforms to stabilize
the macro-economy and reform monetary policy as outlined in the TSP. Through
these measures, the TSP aims to establish a foundation for private sector led
economic recovery and inclusive growth. While Government has taken critical
actions to implement the TSP, these measures have met some resistance as the
outcomes have significant social and economic costs.

To date, in support of the economic recovery and inclusive growth agenda, the
Trust fund has played a pivotal role in contributing to strengthening institutional
and knowledge capabilities in previously under-addressed areas like Public
Financial Management and Public Procurement. ZIMREF remains relevant to the
new priorities driven by Government: these include continued implementation
of Ease of Doing Business reforms; increased financing for infrastructure; reform,
commercialization and winding up of some state enterprises and parastatals
(SEPs); and strengthening of the systems required for effective devolution.

Overall, ZIMREF is performing well in achieving results and meeting spending
targets. Both Bank and Recipient executed projects are making progress to
achieve their targeted high-level outcomes by their end dates. As at 31 December
2018, the Fund is on track to achieve two thirds of high-level outcome indicators
and most intermediate outcome indicators by June 2019 (See Annex Il for
detailed cumulative achievements under ZIMREF to date).

After three years of implementation, ZIMREF has passed its midpoint. During this
time, it has achieved a significant number of results — mainly at output level in
the form of legislative and policy reforms, completion of system assessments
and capacity building of Government officials to further strengthen systems and
institutions. As the project closing dates draw closer, outcomes are beginning
to emerge.

Since the establishment of the Trust Fund in 2014, a total of US$44.3 million
was pledged by seven donors. By December 31, 2018, US$37.8 million had been
received and transferred into the Trust Fund. During 2018, ZIMREF expenditure
on Bank Executed (BE) and Recipient Executed (RE) activities was US$15.7 million,
reflecting an increased pace of implementation as compared to 2017.

The overall risks that ZIMREF faced in 2018 are the economic headwinds faced
by the country, legislative delays due to the elections, changes in political will
due to Cabinet reshuffles and restructuring of the public administration and,
inadequate funding to achieve intended outcomes. The overall challenges faced
in 2018 are: stakeholder coordination, limited understanding of Government's
emerging priorities under the TSP and the steep learning curve for Government
to implement RE projects.

Going forward, current delays in the re-engagement timetable will require retro-
fitting ZIMREF to new/emerging priorities of Government. This Annual Report
outlines outcomes achieved to date and highlights key steps on the way forward.
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The Project Development Objective of the Zimbabwe Reconstruction Fund
(ZIMREF) is to contribute to the strengthening of Zimbabwe's systems for
reconstruction and development with a focus on stabilization and reform,
reconstruction, development, and poverty alleviation.

ZIMREF supports 8 core Recipient-Executed (RE) and Bank-Executed (BE)
activities which are described in the box below:

B> OUTPUT 1

The Business Environment, Financial Sector and Investment Policy
(BEFSIP) Technical Assistance (TA) Program supports implementation
of Doing Business and investment policy reforms, and development of
credit and capital markets infrastructure.

> OUTPUT 2

The Capital Budgets TA Program develops modern systems for public
investment planning, management, and resource mobilization; improves
state-owned enterprise governance; and supports development of a
pipeline of feasible projects in the transport and energy sectors.

B> OUTPUT 3A

The Public Financial Management (PFM) Enhancement Project provides
for modernization of key elements of the public financial management
system including coverage and reporting, internal and external audits,
and Parliamentary and civil society oversight.

B> OUTPUT 3B

The Public Procurement Modernization Reform Project supports the
modernization of the public procurement regulatory framework and
practices and develops and pilots e-Government procurement.

B> OUTPUT 4A

The Results-Based Budgeting TA Program supports the introduction
of program budgeting, as well as key reforms to strengthen the
management of financing and public expenditures in key social sectors.

! See Annex 1 for detailed information on the background for ZIMREF.
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OUTPUT 4B

The Poverty Monitoring and Evaluation TA Program aims to improve
the monitoring of poverty and shared prosperity outcomes and their
integration into national strategy and planning documents.

OUTPUT 5A

The National Water Project aims to improve water supply in the small-
town sector and strengthen the Zimbabwe National Water Authority and
the regulatory framework in the water sector.

OUTPUT 5B

The Climate Change TA Program aims to help develop Zimbabwe's
climate policies, its pipeline of climate adaptation investments, and its
mainstreaming of climate changes in investment planning.




HIGHLIGHTS OF
OUTPUTS AND
OUTCOMES

Overall, ZIMREF is performing well in achieving results and
meeting its spending targets. Both Bank and Recipient executed
projects are progressing towards achieving their targeted high-
level outcomes by their end dates. As at 31 December 2018, the
program is on track to achieve two thirds of high-level outcome
indicators and most intermediate outcome indicators by June
2019 (See Annex lll for detailed cumulative achievements under
ZIMREF to date).
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This report therefore places emphasis on the linkages between attained outputs
and emerging outcomes. To date, ZIMREF has contributed to the following
key results:

Over 20 significant administrative, requlatory and legislative reforms
to improve the cost and ease of doing business leading to a 34
percentage point improvement in the Doing Business score (the
distance to frontier score);

H

Strengthened public enterprise governance through the
development and implementation of a Public Entities Corporate

Governance Act, supporting Regulations and Guidelines, and
turnaround strategies that are either currently being deliberated
or implemented for the energy and telecommunications sectors.

H

Enhanced Public Financial Management (PFM) including two annual
consolidated financial statements (FY2016 and FY2017), Parliamentary
review of audited annual financial statements for three years (FY2015,
FY2016 and FY2017), and improved coverage of internal audit — in
FY2017, 87% of the internal audit workplan was completed with 60%
of Ministries exceeding 90% of their workplans;?2

n

Updated and refined Poverty Income Consumption and Expenditure
Survey (PICES) including an agricultural module, modernized data
processing and capacity of ZIMSTAT, and introduced a statutory
instrument to allow for anonymization of micro-data for researchers
and policy analysis;

r

Modernization of procurement laws, regulations and production
of a cutting-edge e-Government Procurement strategy that has
potential to change the procurement landscape once rolled out
countrywide.

H

2|t was noted that Ministries with decentralized offices (provincial and district offices) tended
to perform less optimally due to inadequate financial resources.

16 | Highlights of Outputs and Outcomes



Comprehensive Mid Term Reviews (MTRs) were conducted for the two largest
ZIMREF projects: the Public Financial Management and Enhancement Project
(PFMEP) and the Zimbabwe National Water Project (ZNWP). The PFMEP review
highlighted notable progress towards implementation of project activities across
all the components, with the Project Development Objective remaining relevant,
and the project’s institutional and implementation arrangements adequate.
For the ZNWP, the development of the National Water Resources Master Plan
remained behind schedule and this has affected the general performance of the
project. Also, of note is that the overall impact of the project will be hampered
by a financing gap of USS10 million® and as part of the mitigation, the results
framework for the ZNWP will be revised to capture only those project activities
that are being funded.

The PFMEP and ZNWP projects were restructured during the reporting period.
Both projects were appraised at USS20 million each but only half the amount
was raised. It became clear during implementation that no funding beyond
the initial USS10 million would be made available hence the restructuring. The
restructuring also triggered new environmental and social safeguards as the
project design phase only screened project sites and did not anticipate any
resettlement impact. During a site visit to Guruve in June 2017, the Bank team
found that some small household infrastructure for 19 households had occupied
the right of way of the water distribution lines and had been either damaged or
destroyed. This triggered a restructuring of the project to ensure households
were compensated and safeguards put in place for future WASH-projects.
Government subsequently compensated the affected households. The PFM
project was restructured for two other reasons; (i) to capture the re-prioritization
of project activities among components in light of the reduced envelope, as
well as to reflect additional insights gained about key priorities through a Public

5 The ZNWP was prepared as a US$20 million project to be financed through a grant from a
multi-donor trust fund: the Zimbabwe Reconstruction Fund (ZIMREF). To date, $10 million
has been made available by ZIMREF and, as a result, the project has been divided into two

phases each programmed at US$10 million.




Expenditures and Financial Accountability (PEFA) assessment that was recently
completed; and (ii) to adjust the Results Framework to focus on key priorities
to align with the actual activities and improvements supported.

Over the implementation period, ZIMREF faced several challenges including a
constantly changing political context and limited funding to undertake some
of the key reforms required for systems strengthening. During the first quarter
of 2018, ZIMREF experienced funding shortfalls and cash flow deficits resulting
from delayed replenishments by donors* and currency exchange rate losses of
up to USD 2 million since ZIMREF inception. In April, ZIMREF received additional
funding of 3 million pounds® from DFID which allowed ZIMREF to respond to
additional essential Bank Executed activities to deepen reforms, while closing
the funding gap which had been created by exchange rate losses. In addition,
ZIMREF received USD 1 million from the State and Peace-building Fund (SPF).
The identified activities® and results to be funded with the additional resources
are in line with Government's priorities.

In October 2018, the POC agreed to an extension of ZIMREF's closing date
to December 2021. With additional resources, an extended ZIMREF can be
used as a transitional mechanism in the period leading to full re-engagement
of key development partners. Recent changes in the operating environment
present an opportunity to rethink ZIMREF's role as a transition mechanism that
can support implementation of the TSP. This would allow for stabilization of
the macro-economic and financial environment, making it possible to provide
more comprehensive support for the preparation and implementation of the
Government's next 5-year National Development Plan. Other notable transitions
point to the critical contribution that international support, through Trust Funds
such as ZIMREF, can have in terms of supporting delivery of complex reforms
aimed at transforming socio-economic systems in client countries.

The World Development Report (WDR) 2011 highlights the harm that the
international community can do by “turning off the tap”in response to political
and economic disruptions. While the status quo scenario identified for ZIMREF
atits inception still seems most realistic, ZIMREF's reservoir of trust and goodwill
built with the Zimbabwean Government to date, will be critical for realizing the
scenario. More specifically the extension of ZIMREF is intended to build on and
deepen lessons learned in phase | and tap into knowledge from the 2017 World
Development Report and the more recent publication - "Pathways for Peace”.

4 Particularly European Union and Switzerland
5 Equivalent to USS$4.2 million
6 These are ongoing and new activities
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Key factors influencing the extension are:

Some ZIMREF activities (particularly the Zimbabwe National Water
Project and Public Financial Management Enhancement Project)
experienced lengthy delays in 2018 due to the election period and
institutional re-organization that followed it. As such some activities
will not be completed by June 2019, as originally envisaged and
the restructuring of these two recipient-executed projects will be
supported by changes to the ZIMREF Trust Fund itself (now extended
to December 2020).

The on-going transition in Zimbabwe requires fiscal consolidation
and financial stabilization, in addition to social, political and economic
reforms that create a foundation for private sector led growth. This
necessitates a scale up in support to build Government's capacity to
implement these reforms and facilitate a successful transition.

The TSP’s central message - ‘austerity for posterity” - highlights the
need for patience, as reform measures will be painful and costly in the
short term. An extension of ZIMREF would enable sustained support
to mitigate against the short-term negative impacts of these reforms.

The Joint Needs Assessment highlights global experience that
points to a five to eight-year transformation period for a successful
transition. Targeted international support can help manage the
transition process over time, including through TA to strengthen the
national development planning process and make this more inclusive.

Complementing support to other development programs financed by
other donors and International Finance Institutions. This included public
sector systems that serve multiple sectors and just-in-time support,
particularly in instances where the Bank has the comparative advantage.

Implementing the latter requires flexibility to enable adaptation and
innovation in support emerging needs of government.

Highlights of Qutputs and Outcomes | 19



TRUST FUND
OPERATIONS

Of the anticipated USS614 million for approved projects,
development partners’ pledges and contributions amounted
to USS44.3 million. In 2018, out of a remaining due balance of
USS9.7 million, a total of USS7.4 million was transferred by the
Donors to the trust fund, leaving an amount of US$2.3 million
to be transferred by December 2019.

ZIMREF is comprised of eight projects and programs, including
four Bank-Executed Technical Assistance (TA) programs and one
hybrid project originally budgeted for USS$14.4 million and three
Recipient-Executed projects budgeted for US$43.2 million,
with the balance earmarked for corporate fees and program
management costs. By the end of 2018, ZIMREF expenditure on
BE and RE activities was USS15.7 million, reflecting an increased
pace of implementation as compared to 2017, when USS$14.2
million was spent.




In 2018, ZIMREF's secretariat was staffed with a full-
time Administrator, Senior Finance Assistant, Program
Assistant, and part-time Communications Specialist,
two M&E Specialists and Gender Specialist. Building
on the mid-term review (MTR), the Secretariat revised
and refined guidelines and tools for implementation
of the ZIMREF program, particularly risk monitoring
and enhanced communication and dissemination
of information on Trust Fund activities through a
monthly newsletter series. In 2019, the secretariat
will further strengthen coordination among project
teams, development partners, and contributing
donors, as well as improve the systematic tracking
and reporting on ZIMREF results.

The secretariat will continue to make efforts
to mobilize resources for an extension period
of ZIMREF, approved at the October 2018
POC meeting. Bank funds and Trust Funds will
complement and supplement these funds. The
Secretariat will also support the implementation
of the evaluation of ZIMREF and coordinate the
process of closing projects.

Photograph credits: Arne Hoel/World Bank
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GOVERNANCE

ZIMREF has a two-tier governance structure comprising a Policy
Oversight Committee (POC) and Technical Review Groups
(TRGs). The POC and TRGs are comprised of;

| i representatives from the Government of Zimbabwe (GoZ);
| ii development partners, and;

| i the World Bank.

Photograph credits: Arne Hoel/World Bank
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During the reporting period, the POC was co-chaired by the Government of
Zimbabwe, DFID and the Embassy of Sweden.” The POC had two meetings in
2018. Approvals and key decisions included:

€ Approval of the 2018 work program, considering priorities requiring more
support in light of the new dispensation and just in time support.

€ Endorsement of changes to ZIMREF Fund-level Logical & Results Frameworks
and, M&E indicators for BEFSIP, ZNWP, Climate Change and PFM.

€ Establishment of a committee made up of MoFED, DFID, Sweden, EU and
the World Bank to lead an evaluation of ZIMREF in 2019.

€ Approval of a roadmap in the development of the 2018 Annual report.

€ Decision to hold an ad-hoc POC in the first quarter of 2019 to discuss
extension of ZIMREF.

@ Extension of the closing date for ZIMREF to December 2021.

The three TRGs whose setup is stipulated in the revised Operational Guidelines®
held meetings during the reporting year. The major roles of the TRGs as
highlighted in the guidelines are to: provide technical guidance to the POC;
ensure technical quality-at-entry of projects oversee project implementation;
provide support for cross-sectoral and stakeholder coordination; and review
and analyse M&E plans and findings. Additionally, TRGs provide an important
function in risk monitoring and project reporting.

The Economic and Public Financial Management Technical Review Group
(EPFM-TRQ) is currently chaired by the European Union Delegation. During 2018,
the TRG met in Apriland October to discuss progress in implementation and risk
management. Progress on implementation was assessed for PFM, Results-Based
Budgeting (RBB), Poverty Monitoring, and Procurement Modernisation Project.

The Investment Climate Technical Review Group (IC-TRG) is currently chaired
by the Department of Foreign International Development (DfID). The IC-TRG
met in February and September 2018 and mainly assessed implementation
progress on BEFSIP and new activities such as work on the Investment Law
and the Needs Assessment. Further funding opportunities were also discussed.

The Infrastructure Technical Review Group (I-TRG) is currently chaired by
the Department of Foreign International Development (DfID). The I-TRG
met during the year in March and October 2018. Similarly, the TRG assessed
implementation progress on Capital Budgets TA, Climate Change TA, and the
National Water Project.

A key point of discussion in the TRG meetings was extension of ZIMREF and
TRG contribution into prioritization of activities for the extension.

Follow up actions on the mid-term review (MTR) of ZIMREF conducted in 201
7 The POCI .ch%red b% 9ﬂZ and one of the development partners (the Bank rotates chairing
are detailed in Anne . )

with the development partners on a yearly basis).
8 The Operational guidelines were revised in 2017 in line with the recommendations of the

mid-term review of ZIMREF.
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LESSONS LEARNED TO DATE

In 2018, there were several lessons for the ZIMREF:

*

Stakeholder co-ordination spearheaded by MoFED provided checks and
balances that minimized risks of duplication of activities within ZIMREF and
across other donors. Regular updates were provided to Government, and
the Aid Coordination Unit, on ongoing activities. Attention was provided to
PFM and Procurement projects where there could be risks of overlap from
other supporting agencies including AfDB, UNICEF, ZIMREF, UNDP, DfID,
IMF/AFRITAC and the EU.

The learning curve for Government in implementing RE activities has been
steep, and there is a need to strengthen client learning and capacity building,
and Bank supervision. This is evidenced by slower pace of implementation
in recipient-executed activities when compared with those that are bank-
executed. Turbulence in the economy has raised additional challenges.

Project institutional structures need to be made more effective to play a
strategic role and provide support to implementation teams to complete
their tasks expeditiously. There has been intensification of implementation
support by Task Team Leaders (TTLs) directly managing recipient executed
projects. The TTLs, with support from locally based consultants managed
to expedite the pace of implementation for RE projects notably PFM and
the ZNWP.

ZIMREF could have been more flexible to respond to emerging challenges
in Zimbabwe.




OUTPUTS AND
OUTCOMES

The 2018 Annual Report aims to demonstrate ZIMREF's results to
date i.e. the extent to which the intended impact and outcomes
have been achieved since the Fund was established in 2014.
Unlike previous annual reports, this report pays less focus on
the tasks conducted and outputs achieved in the last year, and
more focus on the overall progress attained.







The results section will test out ZIMREF's Theory of Change, which was approved
by the POC. It states:

If investment, financial and commercial policies are made
effective® and predictable, and

if public investment!0 systems are modernized, and
if state-owned enterprises’ governance and performance are

improved,

then the business climate, particularly for SMEs, and capacity
to leverage financing for infrastructure are improved.

Further, if public financial management!! and public
procurement systems are modernized, and

if national development planning integrates climate and
monitoring of poverty and shared prosperity outcomes, and

if water resource management is strengthened,

then resilience will be improved, and public spending will be
made more transparent, more accountable and more equitable.

Ultimately, if business climate and infrastructure financing are
improved, and

If resilience and equity of public spending are improved,

then the in
Zimbabwe will be strengthened.

9 Especially reducing the time and cost of doing business
10 Planning, management and resource mobilization
11 With a special focus on management of financing and public expenditures in key social sectors
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BUSINESS ENVIRONMENT, FINANCIAL SECTOR

AND INVESTMENT POLICY (BEFSIP) TECHNICAL
ASSISTANCE (TA)

Business Environment, Financial Sector and Investment Policy
(BEFSIP) Technical Assistance (TA) - BEFSIP aims to improve the
business climate for the private sector. Itis a US$3.2 million Bank-
executed TA program that was approved for ZIMREF in March
2016. BEFSIP has a focus on improving the business climate
for microenterprises, Small and Medium Enterprises (SMEs), and
agricultural smallholder farmers by:

| i reducing the time, cost, and bureaucratic burden of doing
business in Zimbabwe;

| ii introducing more effective and predictable investment and
commercial policies; and

| ii  strengthening the regulatory framework and financial

infrastructure for expanded access to financial services

and markets for small and medium enterprises and
smallholder producers.

BEFSIP TA is expected to achieve the following results:

€ High-level outcome: improved business climate, especially for MSMES and
smallholder farmers.

€ Intermediate outcomes:
e Reducing the time and cost of doing business;

e Making investment, financial and commercial policies effective and
predictable;

e Making a regulatory Framework that promotes SME and smallholder
access to finance and markets.

With respect to achieving the high-level outcome, the business climate in
Zimbabwe has improved marginally since the beginning of ZIMREF — it was
hoped that with support from the BEFSIP TA, Zimbabwe's distance to frontier
score on the Ease of Doing Business index would improve by 11 percentage
points over the period 2015-2018, however it only improved by 3.4 percentage
points. The domestic perception of the improvements in the investment
climate have, however, improved significantly as measured by the CZI Business
Confidence Index —an improvement of 58.1 points against a target of 32.2 points.
The Business Confidence Index is perception based and fluctuates more widely
than the Ease of Doing Business Index.
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The top improvers in the Ease of Doing Business index in
Sub-Saharan Africa over the period, 2015-2018 have been:

1. Malawi 14.2
2. Kenya 11.2
3. Senegal 11.0

Notable improvements in financial inclusion have been achieved, however
it should be noted that much of the improvement is due to the public and
Government response to the cash crisis that has affected Zimbabwe over the
past four years —

690/ of adults now have a bank or mobile money account
(o] . ,
putting RBZ's goal of ...

(o)
o financial inclusion by within reach.
90/ fi ial inclusion by 2020 withi h

Figures from RBZ show that as at December 31, 2018 the total number
of bank accounts is ...

67 mlllIOn12 up from ...
31 mlllIOh in December 2016, and
1.5 million i pecember 2016

(an increase of 116% in 2018).

12 RBZ. 2019. Monetary Policy Statement pp. 59
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This is an estimated

67.80/013 of the adult population - ...

o,
on par with the global average of 69 /o

and way above the Sub-Saharan Africa average of ...

43%
O (which includes mobile money accounts).14

In addition, by November 2017, there were

8 9 m | llIOn money accounts, an estimated ...
(o)

79 9 /o of the adult population.t5

Reducing the time and cost of doing business

The World Bank's Ease of Doing Business survey assesses the effectiveness of
business regulations. Zimbabwe's ranking on the Ease of Doing Business has
improved to 155" out of 190 countries in Doing Business 2019, up from 1715t out of
189 countries in Doing Business 2015. However, key improvements in Zimbabwe
since 2015, according to the survey have been in reducing the time it takes to:

Start a business (fallen from 90 days to 11 days!®),

Register a property (down from 36 days to 14 days). Title deeds for properties
are now available online and can be accessed publicly for a small fee of
RTGSS 1 per two searches.l” This has strengthened urban property rights,
increased their transparency and reduced the time and cost of ascertaining
property ownership.

Get a construction permit (from 448 days to 208) through the establishment
of a one-stop-shop for construction permitting.

Liquidate a company (from an average of four years to 6 months), through
the amendment of the Insolvency Act. Insolvency administration has also
been professionalized through amendment of the Estate Administrators Act.

Using UN population estimates for 2017. The data however, does not account for multiple
account holders.

World Bank. 2017. The Global Findex Database 2017

Using RBZ data as at November 30, 2017. Likewise, this estimate does not account for multiple
account holders and users who are not adults yet.

The time to start a business has fallen to 11 days in the past six months, however the 2019
Doing Business report notes the number of days at 32 as the survey closed before the
reduction to 11 days.

http://www.dcip.gov.zw/index.php/deeds/online-deeds-registry-search
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In addition, other key improvements are:

» Introduction of a credit registry and credit bureau. The credit registry records
cover 7% of the adult population.

* Improvement of the enforcement of contracts through the increase in the
threshold of claims that can be handled by the Small Claims court and
establishment of a commercial court in Mutare. This was a result of the
enactment of the Ease of Settling Commercial and Other Disputes) Act
in 2017.

The BEFSIP TA contributed to these achievements by building upon progress
made under its predecessor, the Business Enabling Environment Program (BEEP).
There remains some laws, whose amendment has been supported through
BEFSIP TA, which have not yet been enacted and will be tabled before the
current Parliament. Further details are provided in Annex Ill.

More importantly, the efforts aimed at reducing the time and cost of doing
business have helped change the way Government regulates the business sector.
BEFSIP has supported legislative amendments to 22 Acts and regulations. This
has sparked a fundamental shift in the judiciary’s handling of business matters,
de-escalation of politicization of economic issues and Government's decision
to expand the scope of Doing Business reforms beyond the scope of BEFSIP to
include other economic sectors and issues at local authority level.

Local authorities have vastly improved the ease of doing business in their
jurisdictions with guidance from a Government official (a coach) who was trained
under BEFSIP. For example, in Zvimba Rural District Council, applications for a
property can now be done online and, all rural district councils have standardized
the rates they levy on economic activity. The City of Harare reduced the time
taken to register a shop license from 2 weeks to 1 day under the guidance of
their official who was part of the Working Group on Starting a Business. Other
improvements were achieved in speeding up customs processing for tourists
at points of entry, introducing incentives for local registration of cross-border
buses!® and the reduction of the time it takes to process VAT rebates for mining
exports from 2-3 years to 6 months.

18 Transporters can now import 50 buses duty-free per year
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Making investment, financial and commercial policies effective
and predictable

A new Investment law is being drafted with support from the BEFSIP TA. Itis based
on the Investment Policy Statement (IPS) produced by Government in January
2018 and presented in Davos. The IPS which was developed with support from
the BEFSIP TA seeks, inter alia, to make property rights more predictable and
government policies and services more effective, while aligning laws to the
Constitution. In addition, BEFSIP TA is supporting the establishment and capacity
development of the Zimbabwe Investment Development Authority (ZIDA)
whose Bill is yet to be enacted. To date the TA has made recommendations for
Zimbabwe's investment policy framework that would build and operationalize
key parts of the Investment Policy Statement issued by President Mnangagwa
in Harare in January 2018.

Further, Government has established a credit bureau and credit registry, which
are now operational and in full usage by financial institutions.

Regulatory Framework that promotes SME and smallholder
access to finance and markets

Government has, with support from the BEFSIP TA, made significant progress
in improving the regulatory framework within which businesses, SMEs and
smallholder farmers operate. With support provided through the Market
Institutions Development component, a multi-stakeholder working group was
established and seven regulations identified as barriers in the agricultural sector
and containing 50% of regulatory costs for agribusinesses. These are detailed in
the Enabling the Business of Agriculture report. The component seeks to foster
the development of markets mainly for agriculture sector commodities and the
improvement of access to market by industries linked to the agriculture sector. A
good practice reform guideline was produced. In addition, use of psychometric
testing as collateral has been piloted with Steward Bank. If successful, this will
lead to greater access to financing for SMEs and especially, female entrepreneurs.
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CAPITAL BUDGETS TA

Capital Budgets TA - The Capital Budgets TA aims to improve
Zimbabwe's capacity to leverage much needed infrastructure
financing by strengthening work on the Public Investment

Management systems and State-Owned Enterprise governance.
The USS4.3 million Bank-executed program approved in
November 2015 is developing modern public investment
systems, improving the governance of state-owned enterprises,
and supporting the development of a pipeline of feasible projects
in the transport and energy sectors.

The Capital Budgets TA is expected to achieve the following results:
¢ High level outcome: improved capacity to leverage infrastructure financing.

. Intermediate outcomes:

/_7‘

Modernized public Improved governance
investment planning and performance of
state-owned enterprises

Improved policies Improved efficiency
and strategies in the and effectiveness in
transport sector the energy sector
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Photograph credits: Arne Hoel/World Bank

The Public Entities and Corporate Governance Act was enacted in 2017
and came into force in July 2018. The Act introduces key elements of
good practice such as 10-year term limits for CEOs of State Enterprises
and Parastatals (SEPs), preventing Permanent Secretaries of Ministries
from sitting on boards of public entities, asset declaration by senior
employees of SEPs, preventing access to loans and any other forms of
credit from SEPs by Board members and, establishment of a Corporate
Governance Unit in the Office of the President and Cabinet.

The foundation for achieving the high-level outcome has been set. The capacity
to leverage infrastructure financing has been built by Government through
the Public Entities Corporate Governance (PECG) Act which has created the
legal framework under which, with the right political will, state enterprises
can effectively secure financing for public investments and manage it well. In
addition, public investment planning and governance of state-owned enterprises
have been improved as detailed below:

Modernizing public investment planning

The country’s public investment systems have not yet been modernized.
However, foundations have been put in place to enable modernization. With
support from the TA, a modern public investment management (PIM) framework
has been developed and the draft PIM manuals for energy and transport await
formal endorsement; 30 Government officials have undergone PIM training,1?
the PIM Project Appraisal Manual has been engendered and a modern PIM
database is being developed. The work of modernizing the public investment
systems is work in progress and focuses on the transport and energy sectors. If
ZIMREF is extended, the water sector will also be added as a focus area.

The activities aimed at modernizing PIM have yielded integration with activities
under the Implementation of PICES project whereby spatial analysis by the
poverty team has identified infrastructure deficits that if addressed would go a
long way in addressing poverty. This integration is being explored by the project
teams with a view of achieving both long-term intra-government consideration
of poverty in public investment considerations, and in the short-term achieving
short-term gains such as getting the PSIP Unit to make use of the Poverty Atlas
developed by ZimStat with support from the Bank.

19 International PIM training was conducted for seven “trainers of trainers” at Queens University,
Canada in July-August 2017
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Improving governance and performance
of state-owned enterprises

A critical step in improving performance has been achieved through the
improvement of the governance framework for SOEs, primarily through
enactment of the PECG Act. The TA supported Government (OPC, MoFED
and SERA) in developing the PECG Bill, developing an engagement strategy to
support its enactment, and preparing guidelines on Board effectiveness and
on performance management to help SOEs to implement the new Act. The
TA also supported the development of implementing Regulations for the Act,
and refinement of a Code of Conduct and Ethics for SOEs. The Act lays the
legal foundation for improvements in the governance of SOEs, including with
regards to:

i clarifying the duties of Ministers, Boards and SOE management;

i preparation of strategic plans and annual reports on progress;

| iii ~ submission of audited financial reports (in line with the PFM Act), and
| iv  declaration of assets and of potential conflicts of interest.

An early improvement in the governance of SOEs has been the establishment of
an online portal by the OPC's Corporate Governance Unit where any citizen of
Zimbabwe interested in serving on the boards of public entities and possessing
the requisite skills and experience can submit their credentials.[1] The Bank also
developed a PECG Act compliance assessment tool for government. The tool
was piloted on two entities and the new Unit in OPC has begun to roll it out to
all public entities.

The capacity of OPC, MoFED and SERA in providing advice to Cabinet on SOE
reform was strengthened. In April 2018, Government announced its approach to
SOE reform, detailing enterprises to be partially privatized, restructured, merged,
integrated into Ministerial departments, or closed. This was partly as a result of
activities conducted under the Capital Budgets TA:

| i training and advice on the analysis of SOEs" mandates and roles; and

| ii support provided to SERA to update and analyze its database of SOE
results, with additional training focusing especially on the interpretation
of financial reports.

In response, the World Bank has provided a review of the SEP portfolio in the
telecoms sector outlining a range of options for implementing the Cabinet
decision. It has also provided advice on the information and policy requirements
for implementation of the mining sector aspects of the Cabinet decision.
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The main unintended consequence of the support provided by the World Bank
to date has been the issue of capacity in the new OPC Unit. Despite ZIMREF
support through appropriate tools and advice, the Unit's continued staffing
limitations place at risk their monitoring role. If the Unit is unable to build up
its capacity quickly, there is a risk that SOEs which fail to comply with the Act
will not be pursued, undermining its credibility. During 2018, the SOE reform TA
received additional funding of $750,000 for the implementation of the PECG Act.

Improved policies and strategies in the transport sector

Draft policy papers critical to the improvement of transport sector policies
namely, in the road sector, aviation and road tolling have been prepared with
a view of enabling greater efficiency and effectiveness in expenditure in the
transport sector as well as paving the way forward for other key sectors. The
draft aviation policy paper contained recommendations for the reform of the
Civil Aviation Authority of Zimbabwe (CAAZ). While the list is longer, the four
main policy recommendations presented to CAAZ are:

| a hosting of Air Navigation Services (ANS) outside of CAAZ to achieve clean
separation of operations and regulatory functions;

| b impartiality and independence of the accident investigation function;
| € review of fees and charges structure to make CAAZ financially viable; and

|d clarity on the creation and functions of successor entities particularly
identifying ANS and management of airports as separate functions.

The draft aviation policy paper contained
recommendations for the reform of the

Civil Aviation Authority of Zimbabwe which
were taken up in the amendment to the Civil
Aviation Act in 2018.
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In 2018, the Civil Aviation Amendment Act, 2018 (No. 10 of 2018), to unbundle
CAAZ was enacted. It is key to note that this separation of CAAZ is the culmination
of advisory efforts by several development partners including ZIMREF. Some of the
TA's recommendations were included in the enactment of the Amendment Act,
principally the independence of the accident investigation function from CAAZ.

A draft policy framework and policy documents on general road funding has
been drafted. These provide proposals for reforms in eleven policy areas and
have been shared with the Zimbabwe National Road Administration. Three
policy focus areas are:

| 1 tomakeaclear separation of road funding and road network management
functions;

| 2  toimprove equity, accountability and transparency in road financing, and
fund allocation; and

|3 to improve efficiency in road network management by introducing
modern road network management practices through corporatization, in
line with SADC Protocol on Transport, Communication and Meteorology.

There remains a lack of clear strategy for the transport sector indicating the
need for further technical assistance.

Improved efficiency and effectiveness in the energy sector

Draft sector turnaround strategies and financial models for ZESA subsidiaries (ZPC
and ZETDC) have been developed. However, these reports on their own will not
lead to the achievement of the intermediate outcome. Following workshops held
to discuss findings, the Government has taken forward the recommendations
within the context of ongoing SOE reforms.

Photograph credits: Arne Hoel/World Bank
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PUBLIC FINANCIAL MANAGEMENT

ENHANCEMENT PROJECT (PFMEP)

PFMEP - provides for modernization of key elements of the
public financial management system. This recipient-executed
(RE) project was approved by the Policy Oversight Committee
for implementation in September 2015 as a two-phase US$20
million project. It was approved at the end of March 2016 and
became effective in June 2016 with commitments of USS10
million. Following clarification from donors that they will not
be committing the outstanding USS10 million; the funding has
been used for prioritized activities whose outcomes are expected
to still achieve the project development objective (PDO) of the
original design. The project is supported by a Bank-Executed
grant of USS0.8 million for supervision over the life of the four-
year project.

PFMEP is expected to deliver the following results:

¢ High level outcome: Improved allocation, transparency & accountability in
the use of public resources

¢ Intermediate outcome: Improved coverage and quality of public financial
controls, accounting and reporting

Some progress has been made in improving the public financial management
system (PFMS) with the aim to improve control, transparency and accountability,
and oversight in the use of public resource in Zimbabwe. The PEFA report of 2017
identified several challenges with the PFM systems which included; worsening
control over commitments in recent years; unclear processes for ensuring
that payments are well integrated and recorded; and delays in reporting and
difficulty with producing reports. Through the PFM project management and
accounting is being modernized by introducing computerized PFM systems at
local government level in 6 districts (with plans to do the same in the remaining 57
districts), adding seven donor-provided grants to the PFMS, integrated statutory
funds into the PFMS and establishing the Business Intelligence (BI) module.

The effectiveness of internal controls and internal audit has been improved
through the establishment of internal audit committees which are convening
albeit, at a slow pace, and professionalization of the Office of the Auditor General
(OAG) through capacity building for staff members. A Public Expenditure and
Financial Accountability Assessment was conducted in 2017 and publicly
shared to strengthen the demand for transparency and accountability. The
audit functions are improving transparency; however, implementation of audit
recommendations remains limited.
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However, several efforts aimed at modernizing the PFMS have made very little
progress. These include:

| i establishing key interfaces with the Zimbabwe Revenue Authority (ZIMRA),
Debt Management and Financial Analysis System (DMFAS), with the payroll
system (under PSC/SSB), and the Reserve Bank of Zimbabwe (RBZ); and

| i strengthening accounting and internal audit (i.e. Component 2).

There is a shared understanding between Government counterparts and
development partners that these are the core issues that need to be addressed
to show strengthened public financial management performance to ensure
accelerated implementation progress and achievement of desirable results in 2019.

The Government has been encouraged by the PFMEP team to collectively decide
on how the Payroll-PFMS interface can be developed to ensure that it begins
in the first quarter of 2019 and is supported during the lifetime of the PFMEP.
The pace of implementation of PFMEP improved in 2018 and the project was
restructured to fit its PDO, activities and results framework within the available
budget of USS10 million.

Annex Il shows that several results indicators are not yet reliably on track, but
still remain achievable, subject to reinforced attention by management and
technical staff involved. The results framework for PEMEP was restructured in
2018 (approved by the World Bank on August 1, 2018 and signed off by MoFED
on November 16, 2018). For 2019, the GoZ is encouraged to fully utilize all of
the tools at its disposal, including new ones such as the interfaces with DMFAS
and ZIMRA and the (BPC) and (BI) module, as well as the training and support
provided in order to ensure the timely preparation and reporting of annual
Consolidated Revenue Fund financial statements, based on PFMS data and
reporting tools (PDO level indicator C1).

Murewa District Kiosk

Cabinet for network equipment

Kiosk entrance Logbook of Kiosk users
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PUBLIC PROCUREMENT MODERNIZATION
REFORM PROJECT

Public Procurement — The Public Procurement Modernization
Reform Project aims to support the modernization of the public

procurement regulatory framework and practices, develop and
pilot e-Government procurement. The Public Procurement
Modernization Project is a USS4.0 million project that was
approved by the POC in September 2015. It is jointly executed
by the Bank and government.

PEMEP is expected to deliver the following results:

e High level outcome: improved allocation, transparency & accountability in
the use of public resources

¢ Intermediate outcome: Greater transparency, accountability and effectiveness
of public procurement

The modernization of Zimbabwe's public procurement systems has successfully
concluded its first phase namely, modernizing the legislative and institutional
framework for public procurement through enacting a modern Public
Procurement and Disposal of Public Assets Act, and establishing a new oversight
body, the Procurement Regulatory Authority of Zimbabwe, more closely aligned
with good practices. In addition, the Public Procurement and Disposal of Public
Assets (General) Regulations (Statutory Instrument No. 5 of 2018) have been
promulgated, standard bidding documents were adopted by the Authority and
Public Procurement Guidelines were adopted by PRAZ.

In addition, Government's capacity to adopt e-procurement has been strengthened
with development of an e-procurement strategy (which still awaits adoption)
and detailing its system requirements and bidding document. Government has
maintained the momentum of procurement reforms post the closure of the
project, introducing standard bidding documents in October 2018.

These reforms were informed by a Country Integrated Fiduciary Assessment
conducted by the Ministry of Finance and Economic Development in partnership
with the World Bank, which gave Zimbabwe's public procurement systems a
rating of 447%.

The full implementation of the modern legislative and institutional framework is
being conducted over a two-year period therefore the intended outcomes of
greater transparency, accountability and effectiveness of public procurement will
gradually emerge time. In this two-year period PRAZ and procuring entities will
be up-skilled to effectively implement the new law. The Bank has learnt that an
immediate (as opposed to phased) full implementation of a new procurement law
can lead to a drastic reduction in capital expenditure as has happened in recent
times in one Southern African country.
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RESULTS-BASED BUDGETING (RBB) TA PROGRAM

Results Based Budgeting — The Results-Based Budgeting TA
Program supports the introduction of program budgeting, as
well as key reforms to strengthen the management of financing
and public expenditures in key social sectors. The Results-Based
Budgeting TA is a $2.1 million Bank-executed program that was
approved in July 2015 comprising three subcomponents:

| i Program-based Budgeting which aims to build capacity
for and support the preparation of program budgets for
all line ministries;

| i Technical assistance to the Ministry of Health and Child
Care (MoHCC); and

|iii Technical assistance to the Ministry of Primary and
Secondary Education (MoPSE).

The RBB TA Program is expected to deliver the following results

¢ High level outcome: improved allocation, transparency & accountability in
the use of public resources

¢ Intermediate outcome: implementation of results-based budgeting
and planning

Significant progress has been made in modernizing the budget process by
engendering program-based budgeting (PBB). The PBB process of defining and
agreeing on agency's priorities and performance indicators helps strengthen
strategic orientation and builds capacity for priority resource allocation. The




implementation of program budgeting is proceeding faster than expected
with eleven (11) ministries, of the country’s 22 ministries, having published
their budgets in PBB format to date, thereby defining expected results from
the ministries’” budget allocations. Efforts are underway to ensure remaining
ministries and independent Commissions begin publishing their budgets in PBB
format. In addition, local authorities have been capacitated to report in PBB
format and in 2019, all local authorities reported their budgets in PBB format.

The key challenges faced in implementing PBB is that there is no unit within the
Ministry of Finance to coordinate the implementation, and limited capacity to
monitor and evaluate the results of PBB implementation. Further, for PBB to be
effective, actual disbursements will need to match budgeted allocations which is
not the case at the moment. Under the TA, a Guideline for PBB Implementation
has been developed with templates for monitoring and reporting. These include
a monthly and year-end financial reporting template and a mid-year and year-
end non-financial performance information reporting template. To ensure full
compliance with PBB, a circular has been produced detailing the roles and
responsibilities of each of the role-players from the Line Ministries as well as
the Ministry of Finance.

Within the Ministry of Health, evidence-based planning has been strengthened
and efforts have begun to integrate empirical measurement into health sector
policies. The National Health Accounts Report for 2015 which was published
and disseminated with ZIMREF support was utilized in developing the Health
Financing Policy, National Health Financing Strategy and the Health and
Gender Policy Brief. The evidence generated through the Health Accounts
report complements the collective efforts of the Government and development
partners to explore options for domestic resource mobilization as well as improve
implementation and allocative efficiencies to ensure sustainable financing of
health service delivery whilst removing the burden of financing on households.

Likewise, in the education sector, efforts to modernize the sector to improve
education outcomes have been implemented. The outcomes to date are:
increasing knowledge and developing mathematics handbooks for all levels of
schooling, strengthened capacity by improving Math pedagogy skills among
district math panelists, and updating practices in specific policy areas namely, ICT
in education and a legal framework for professionalizing the teaching profession.

Photograph credits: Arne Hoel/World Bank




POVERTY MONITORING AND EVALUATION TA PROGRAM

Poverty Monitoring and Evaluation TA Program — This program
on strengthening poverty analysis and monitoring and evaluation
aims to

|i improve the monitoring of poverty and other social
outcomes in Zimbabwe and

| ii promote their integration into national strategy, planning,
and budgeting decisions.

It is a USS3 million program of which USS$1.9 million is recipient
executed and finances implementation of the Poverty Income
Consumption and Expenditure Survey (PICES) 2017 by ZIMSTAT,
and USS1.1 million is Bank-executed (BE) technical assistance (TA).
The program, approved in March 2015, supports the gathering
and dissemination of reliable data from households and making
the data available for use in improving monitoring and evaluation
of public policy and public spending decisions. The program
includes a pilot to develop evidence- and results-based planning
and budgeting approaches.

The Poverty Monitoring and Evaluation TA Program is expected to deliver the
following results:

e High level outcome: improved allocation, transparency & accountability in
the use of public resources

¢ Intermediate outcome: improved poverty monitoring and evaluation.

The collection of high-quality poverty data has been strengthened and steps
have been taken to integrate poverty monitoring into national development
planning through development of the Interim Poverty Reduction Strategy
Paper (I-PRSP). The [-PRSP’s purpose is to enhance Government efforts to
fight poverty by highlighting the various poverty alleviation efforts in various
Government policies however the |-PRSP has not been utilized in the national
budget formulation process.

Through ZIMREF, the World Bank has supported ZimStat in collecting and
analyzing poverty data for the 2017 Poverty, Income, Consumption and
Expenditure Survey (PICES 2017) through trainings and funding support. The
PICES 2017 report is currently being produced and is expected to be published
in 2019. While the PICES 2017 analysis is nearly complete, the poverty estimates
that will be produced relate to 2017. Given the changes in the economic situation
over the past months, updated information may need to be collected to assess
impact of the current inflation of food and other prices, affecting the poor.
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ZimStat and the Ministry of Lands, Agriculture, Water, Climate and Rural
Resettlement (MoLAWCRR) are collaborating in producing the Agricultural
Productivity Module (APM) of the PICES 2017 whose report will be produced in
2019 and its micro-data availed shortly afterwards.

The TA also supported development of a legal framework for dissemination of
anonymized poverty data through a Statutory Instrument published in August
2018 and building the technical capacity of ZimStat to anonymize the micro-
data. ZimStat made the PICES 2011 micro-data available to researchers at the
end of December 2018.

Dissemination of the data will allow for its use by academics and other researchers.
A call for proposals for Zimbabwean and international researchers will be issued.
They will be invited to propose analytical work, making use of the newly released
PICES and APM household survey data, focusing on a short list of priority poverty
policy-relevant topics which are to be identified together with policy makers.
These could build on issues and information gaps identified in the Joint Needs
Assessment. Each proposal will need to include one Zimbabwean researcher,
one international one, one ZIMSTAT staff and one sector ministry expert/ analyst.

Recent national development planning has integrated poverty considerations.
Government produced the |-PRSP for the period, 2016-2018 based on ZimASSET,
with support from ZIMREF and in it, emphasized the importance of PICES data
for effective targeting of Government and donor-funded programs aimed at
reducing poverty. However, the I-PRSP was barely used by the authorities. It
is interesting to note that the Transitional Stabilization Plan (TSP) mentions
poverty 22 times, an increase from the 14 mentions in ZIMASSET and possibly
an indication of more focus on poverty.

ZIMBABWE NATIONAL WATER PROJECT (ZNWP)

Zimbabwe National Water Project — The National Water Project
aims to improve water quality and supply in small towns and
strengthen the Zimbabwe National Water Authority (ZINWA) and
the regulatory framework in the water sector. The USS10 million
Recipient-executed (RE) project approved in September 2015 is
accompanied by a $0.8 million Bank-executed (BE) grant to finance
World Bank supervision over the life of the four-year project.

The ZNWP is expected to deliver the following results:
¢ High level outcome: improved resilience in one key basic service

¢ Intermediate outcome: improved access to, and sustainability of small-
town water supply
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Growth Center Water and Sanitation Improvements

The Government has made key strides in improving water resource management
with support from ZIMREF. Water supply in three small towns (Guruve, Lupane
and Zimunya) is being improved and will benefit 16,922 people (two thirds of
whom live in rural areas, and half of whom are female). Works in Guruve are
essentially complete with all main civil and electrical works completed while
overall implementation progress in Lupane is 85% and Zimunya 987%.

The implementation of the Zimbabwe National Water Project is strengthening
the capacity of Government to implement environmental safeguards. There
have been two key safeguards issues:

| i the demolition of existing water and sanitation infrastructure of some
residents of Guruve during the construction of water infrastructure by
the project, and

|ii potential water pollution from the dewatering of the recently
commissioned Eureka Mine.

The former has been addressed, while efforts to address the latter are on-going.

Compensation of the households which had their infrastructure destroyed was
successfully completed by the Government of Zimbabwe. However, another
significant issue surfaced regarding potential pollution of the water supply from
planned works at the Eureka Gold Mine in Guruve. This was discovered during
a supervision mission conducted by the WB and government counterparts2®
in November 2018. The Eureka Gold Mine?! is upstream from the ZINWAS’
abstraction point for the Guruve water works and could present various health
and safety risks if the dewatering of the mine is not monitored. Based on the
laboratory tests conducted by ZINWA and EMA on October 26, 2018, the EMA
delivered an order to cease pumping operations and withheld the mining’s
discharge operations. It was agreed that pumping operations will resume once
the mine agrees to either pre-treatment before discharge or adopt on land
application of the open pit water.

National Water Resources Master Plan

Development of the Master Plan is expected to improve the regulatory
framework for water resource management. The development of the NWRMP
has faced delays but is back on track in 2018 with a new Team Leader and
Development Economist deployed during the reporting period to expedite
implementation progress. The rate of progress has also increased due to
additional resources. It is expected that the work will be complete by June
2019 if strict supervision is implemented.

20 |ncluding staff from Zimbabwe National Water Authority (ZINWA) and Environment
Management Agency (EMA).

21 The WB and government stakeholders shared the same sentiments that Eureka Gold Mine
is potentially a serious risk to Guruve water supply.
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Water Services Regulator

It is expected that establishment of a water services regulator will strengthen
water resource management. A road map for the establishment of the requlator
has been developed however the Inter-Ministerial Committee for the formation
of the Regulator is still to meet to endorse the road map as required in the
results framework of the project. Progress is at 2/% against the projected 80%
progress. Further, the draft bill for the Regulator has not yet been shared and
stakeholder consultations are still outstanding due to lack of funding.

Sanitation Needs Assessment

The Sanitation Needs Assessment was successfully completed in December
2017. A sanitation workshop was then held on June 4, 2018, with seven growth
centers?? to reflect on the Sanitation Needs Assessments and setting out
parameters for action plans. However, by the end of 2018, only three Growth
Centres had submitted their draft action plans. The other four districts are still
yet to submit.

Gender and Communication Strategy

Discussions were held on a gender and communication strategy for the
project, involving the PIU, the Ministry of Women Affairs, Community, Small
and Medium Enterprises Development (MWADCD) and development partners.
Main issues include the overall approach to facilitate gender monitoring and
action, as well as refining and qualifying the measurable indicators, for example
beyond aiming generically at 50 percent of beneficiaries being women, and
using national census demographics to track this, rather than at individual sites.
This strategy will ensure guidance on gender and inclusion. An informative
workshop and some one-on-one discussions were held with the MWAGCD,
MEWC, ZINWA/PIU to shape and mobilize support between June and August
on the approach to the strategy, process and expectations for the strategy
and timelines.

22 Gutu, Madziwa, Mataga and Nembudziya, Lupane, Guruve, Zimunya
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CLIMATE CHANGE TA PROGRAM

Climate Change TA Program — The Climate Change Technical
Assistance (TA) Program aims to support the Government of
Zimbabwe to mainstream climate change considerations in
priority sectors and develop its pipeline of resilient and low
carbon investments to support implementation of its Nationally
Determined Contribution (NDC). The Climate Change TA is a
USS1.5 million Bank-executed program that was approved in
September 2015. The TA aims to strengthen the capacity of the
government to integrate climate change considerations into the
planning, design, and implementation of development activities in
priority sectors, notably in agriculture, forestry, and water/energy
nexus. The TA does so by filling critical knowledge gaps in these
sectors and turning existing knowledge into concrete investment
plans that can be financed by both climate and development
finance mechanisms, particularly with instruments such as
the Green Climate Fund (GCF). The TA builds on earlier work
undertaken in preparing Government for the COP21 meeting
in determining the impact of climate change in the water,
agriculture, and forestry sectors.

The Climate Change TA Program is expected to deliver the following results:
¢ High level outcome: Improved resilience in an important area of vulnerability

¢ Intermediate outcome: Improved capacity to integrate climate into
development planning

The Government's capacity to integrate climate change in the planning,
design and implementation of development activities has been strengthened.
Government has integrated climate resilience into policymaking for four
sectors (water, irrigation, forestry and agriculture) by developing guidelines for
the sectors, a climate smart investment plan for agriculture and modelling the
effects of climate change on agriculture.

In addition, Government's capacity to access international climate/environmental
financing and implement its Nationally Determined Contributions (NDCs) has
been strengthened through technical support and training in applying for
International Climate Finance. However, efforts to support IDBZ in applying for
Global Environmental Fund (GEF) funding were unsuccessful.
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Forestry

Three reports were developed with robust Government and stakeholder
consultation and validation, on:

3 the impact of future climate change scenarios on the spatial distribution
—J) of the major forestry ecosystems,

27 the socioeconomic implications of climate change on forestry-dependent
livelihoods, and

2 a multi-criteria distillation of climate-smart interventions in the forestry sector.

The reports were also subjected to the World Bank Peer Review Process. Findings
of this study went on to inform the development of the Concept Note on
Building Resilient Landscapes in the Save River Basin, the UNDP/World Bank
on the Joint Needs Assessment for Zimbabwe, and ongoing UNDP work on
environment and natural resources management under GEF-6. The Forestry
work also identified data gaps that should inform the future development of
Zimbabwe's National Communications to the United Nations Convention on
Climate Change under the framework of the Paris Agreement. The Forestry
work is also providing a backdrop to the ongoing work analytical work toward
coming up with the Climate-Smart Agricultural Investment Plan.

Agriculture and Agroecological Rezoning

Major reports on the impact of climate change on irrigation were completed.
These reports comprise the Scoping Study on the Impact of Climate Change
on Irrigation; and the Economy-wide Impact of Climate Change on Agriculture
in Zimbabwe. These studies were conducted by leading international and local
consulting firms, with robust Government and stakeholder consultation. The
Scoping Study on the Impact of Climate Change on Agriculture and Livestock is
undergoing the final round of editing. The TA has been facing funding challenges
for the agroecological rezoning work.

N



Water/Energy Nexus

Work on the water/energy nexus proceeded in two ways, namely, the well-
attended capacity building workshop on mainstreaming future climate change
scenarios on hydropower planning and design using the leading international
modelling tools of WEAP (Water Evaluation and Planning System) and OsyMOSIS
energy planning model. These tools could be deployed for watershed or sub-
catchment modelling and planning. The upcoming DFID programme on
Building Rural Resilience focusing on the water/energy nexus. ZIM-CLIM has
also provided critical technical assistance on mainstreaming climate change in
the ongoing modelling work toward the National Water Resources Masterplan
for Zimbabwe.

Climate Finance

Implementation of the roadmap for the GCF accreditation is ongoing.
Following the gap assessment and roadmap for GCF accreditation that was
prepared by Price Waterhouse Coopers, IDBZ implemented the roadmap and
addressed the capacity gaps through critical recruitments and drafting and
adoption of the Gender Policy, Environmental and Social Safeguards Policy,
and the Environmental and Social Management System. Key gaps in fiduciary
processes and the organizational structure were also addressed, including
drafting the Executing Entities Procurement Guidelines, clarification of the
Lending Policy, Independent Evaluation Policy, and Information Disclosure




Policy. IDBZ is in the process of completing and uploading the application
packet of documents for GCF accreditation, targeting submission to the
GCF Secretariat by 315t March 2019. IDBZ also made progress in drafting the
GCF proposal for Zimbabwe, focusing on de-risking commercial farmers to
encourage investment in climate-smart technologies and providing long-term
finance for green investments.

Nationally Determined Contribution (NDC)
implementation support

The NDC Implementation Framework report was finalized and presented to
the Director?’ of the Climate Change Management Department who is the
Government client for this work. Government welcomed the report indicating
that is has been done to international standards. The client noted that the
NDC Report, which had a strong focus on the energy sector, needs expansion
towards forestry and agriculture. The study identified the different drivers of GHG
emissions in Zimbabwe, estimated different emission trajectories and different
scenarios of emission reduction projects. The major finding of the study is that
the 33 percent reduction of emission reduction per capita is unattainable with
the current set of mitigation projects, more so with the risks associated with the
major projects of Batoka and Devil's Gorge hydro-electric projects. Zimbabwe
therefore needs to consider leveraging the mitigation potential of climate-smart
agriculture and sustainable forest management to better achieve its mitigation
commitments under the Paris Agreement.
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The Secretariat has developed a risk register which is a hybrid of the World
Bank Systematic Operational Risk-rating Tool (SORT) system and DFID's risk
monitoring framework. The Secretariat regularly (at least quarterly) updates the
risk register and discusses these updates with the TRGs. The risk assessment is
then communicated with the POC at the bi-annual POC meetings. The register
is utilized in providing guidance to project implementing teams on risks and
mitigatory actions.

The overall risks that ZIMREF faced in 2018 are: the economic headwinds faced
by the country, legislative delays due to the elections, changes in political will
due to Cabinet reshuffles and restructuring of the public administration and,
inadequate funding to achieve intended outcomes.

Some of the risk triggers identified in the revised ZIMREF Risk Framework have
manifested over the reporting period. Over the reporting period, the July 2018
elections were assessed to be a risk that could cause delays in achievement of
some anticipated results. There existed a minor risk that Parliament could be
dissolved to allow for early elections and thereby delay the enactment of the
PECG Act and CAAZ Amendment Act. This risk did not materialize.

The 2018 elections ushered in a new Administration and the changes it came
with were in addition to the October and November 2017 cabinet reshuffles.
This saw changes in most Ministries that ZIMREF projects has as counterparts. To
mitigate the risk of a dilution of political will from Government for the projects,
ZIMREF has already been ensuring that the OPC and Permanent Secretaries
of Ministries are intimately involved in the governance of ZIMREF through the
POC and TRGs.

The institutional capacity risk of limitations to capacity to deliver results under
recipient-executed activities persists but is being addressed. The RE activities
continue to underperform in comparison to BE activities owing partly to, the
lack of capacity. A few examples highlight this — the PFMEP has been slow in
putting in place a Head of Internal Audit, a position which is critical to some of
the PFMEP activities.

In another example, under the Implementation Support to Poverty Monitoring
Project, there are technical limits around methodology (obtaining a balance
between applying good practice methods for the calculation of the
consumption aggregate while maintaining comparability may require having
more than one poverty estimate) and hardware (the release of micro-data
through the ZIMSTAT server may require a technical upgrading of the server).
The WB team is working closely with ZIMSTAT at the technical level to mitigate
against the risk of the failure to communicate to the public that more than
one poverty estimate may be required. The project was also provided with
additional funding of $500,000 to mitigate against the risk of it failing to achieve
its objectives due to a funding shortfall.
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A macroeconomic risk that manifested is that currency exchange rate
fluctuations reduced the amount of funding available for programming.
Exchange rate losses were experienced on the DFID tranche following BREXIT.
Another macroeconomic risk was that of foreign currency shortages which
affected procurement of fuel for the Implementation Support to Poverty
Monitoring Project.

Safeguards triggered under the ZNWP when the project implementation in Guruve
resulted in the destruction of WASH infrastructure for dozens of households.
There is also a reputational risk created by failing to raise the $10 million of the
$20 million that was expected to cover rehabilitation and expansion of water
and sanitation infrastructure in seven growth centres as expected in the original
goals for the ZNWP.

The overall challenges that ZIMREF faced in 2018 are: stakeholder coordination,
limited understanding of Government's emerging priorities under the
Transitional Stabilization Plan and the steep learning curve for Government to
implement Recipient Executed projects. In addition, Government needs to scale
up its support for ‘change management’ to ensure MDAs and local authorities
are fully aware of the new tools, systems and processes being introduced and
are encouraged to utilize them appropriately.

During the reporting period, the projects were encountering several key challenges:

i Limited financing to enable the full achievement of results:

e The Implementation Support to Poverty Monitoring Project had
a funding gap of USS 0.5 million which was crucial to complete
data collection, tabulation and analysis. The funding has since been
provided and the work is on-going.

e The Education TA also had limited financial space to cover all the
envisaged work.

« Additional funds are required from ZIMREF and/or other WBG
sources for the Health TA to keep and possibly raise the momentum
of engagement in the health sector, especially in the context of
emerging reforms being initiated by the Government, such as
ensuring the airtime health levy is utilized for its intended purpose.
Funds would be useful in supporting the operationalization of some
proposed reforms in the Health Financing Strategy, specifically in
enhancing allocative efficiency and implementation efficiency.

e Inthe Zimbabwe Public Procurement Modernization Project, the
bank-executed supervision component ran out of funding though
the recipient-executed component still had a considerable amount
of funding. The original plan was to have ZIMREF fund a second
phase of the project which would help Government introduce an
e-Government Procurement (e-GP) platform.
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Legislative processes have proceeded at a slower pace
than anticipated:

. Under the Education TA, the MoPSE has moved slower than
anticipated in having the TPC Bill enacted, something that ZIMREF
has no control over.

e For the Zimbabwe Public Procurement Modernization project,
achievement of outcomes partly depends on the speed at which
different arms of Government pass legislation.

Government’s shifting priorities:

e There is now more clarity around the new priorities which have
caused delays to the Public Financial Management Enhancement
Project, particularly for Component 1 including the anticipated
interfaces between the PFMS and the GoZ Payroll and the HRMIS
systems. The PSC has also been busy with post-election restructuring
of the GoZ MDAs. The team also noted that the Government is
searching for ways to rapidly bring the payroll under control, and
that authorities are seeking advice from the IMF, the WBG, and
others in this regard. PSC interfaces remain critical activities for
this component.

«  Government commitment to Open Data (including household
surveys) is currently unclear but would be important for more
Government transparency and accountability. A key challenge is that
there might be a lengthy learning curve to get all sector ministries
to use the I-PRSP (and its follow-ups) as the main document that
guides programs.

The economy continues to face headwinds albeit a sense of renewed
confidence in the new Administration. The Secretariat continues to keep
track of emerging vulnerabilities in the economy. Domestic arrears pose a
significant challenge to the economy and the Bank is providing technical
assistance to Government with the aims of (i) ensuring outstanding
payments are captured, classified and continuously monitored through
the PFMS and (ii) developing strategies to reduce the stock and flow of
arrears. Further the existence of multiple exchange rates between the
USD and the RTGS dollar throughout 2018 made procurement for some
activities more expensive than was planned for.

Other:

e Under the ZNWP, the development of the National Water Resources
Master Plan is critically behind schedule. A catch-up plan to bring the work
back on track has been developed. The Technical Advisory Committee
and the Consultant are expected to complete the work by May 2019.

e Under the PFMEP, expenditure was affected by the high threshold for

payments through the Designated Account. This was however addressed,
and the threshold was reduced from US$20,000 to USS$1,000.
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COMMUNICATIONS
AND VISIBILITY

ZIMREF's communications and visibility objectives, as listed in
the Communication and Visibility Plan, are as follows:

e TJo inform, raise awareness and stimulate demand side
accountability of supported reforms and institutional
developments by keeping the public, civil society, private
sector and Parliament fully abreast of supported activities
and benefits expected.

e To ensure public access to the ZIMREF information,
project materials, and other relevant documents in line
with the World Bank's Access to Information policy. http://
www.worldbank.org/en/access-to-information;

e Toraise the visibility and profile of contributing development
partners and their efforts in assisting Zimbabwe.

Photograph credits: Arne Hoel/World Bank




Stakeholder Engagement/ Capacity Building initiatives

In 2018, a public lecture was conducted on the new Public Procurement and
Disposal of Public Assets Act at Mandel Training Centre; meetings with Civil
Society Organizations were held and consultations in the development of the
Gender and Communications Strategy for the National Water Project were
conducted. Additionally, Citizen Engagement missions were conducted to
ZIMREF work project sites for data gathering purposes.

This engagement increased platforms for information dissemination including
collaboration with the Office of the President and Cabinet in the production of

a documentary on procurement documentary.

Ensuring Public Access to Documents and relevant information (at Fund Level):

Tools

Frequency

Quantity

Annual Report
Press

Engagement

Videos

Exhibitions

Newsletter

IEC materials
(Information

dissemination
and branding)

Annually

As and when the need arises

As and when the need arises

As and when available

Monthly

As and when the need arises

1

2 (Agriculture Conference/
ZIMREF receiving additional
financing from DFID)

Two completed (ZIMREF
Explainer video and
Procurement documentary)

3 (Five-day UN exhibition
at Harare Gardens,
Participation at ILO
Exhibition and Zimbabwe
International Trade Fair)

11
Features/blogs, banners,

monthly website updates,
fliers and brochures

Challenges:

Communication activities were also affected by challenges faced at Fund Level.
During the first quarter of 2018, there was a delay in replenishment affecting
implementation of activities. Delays were also experienced during the election
period. The fund also missed engagement and visibility opportunities when the
Annual Report and Public Entities Corporate Governance Act launches did not
materialize. However, newsletters continued to be disseminated monthly.
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Other Citizen engagement, community and communication

activities at TA or Project Level

Business Environment Financial
Sector Investment Policy TA

Public Procurement and
Modernization Project

Health Sector

Zimbabwe National Water Project

Branding and information
dissemination (press release) of the
Agriculture Conference (June 2018)

Launch of the Public Procurement
and Disposal of Public Assets Act

Launch of the National Health
Strategy and Financing Policy in
Murehwa (June 2018)

Participation in a citizen
engagement mission in Zimunya,
Site visits to document the progress
of the Project (October 2018)
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Greater and broader dissemination of results as we work to
prepare a list of good practices, outcomes, projects, activities
and documents that can be more widely disseminated,;

Strengthen our support to GoZ communication effort to raise
the profile of and highlight ongoing reforms;

More media and community engagement through a press visit
to the Zimbabwe National Water Project;

Public lectures on ZIMREF supported legislation;

, Public outreach and sensitization on reforms such as the

Teaching Profession Councils Bill.
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ZIMREF Interviews with Implementing Partners of the Recipient-
Executed Activities

Context: ZIMREF supports bank executed, recipient executed and hybrid
activities to achieve its objective. As the objective speaks to strengthening
systems for reconstruction and development, interviews were conducted
with the implementing partners to gauge the behind the scenes impact of

implementation on their systems. The three recipient executed projects
in focus were the Public Procurement and Modernization Project, Public
Financial Management Enhancement Project and Zimbabwe National
Water Project.

One on one with the CEO of the Procurement Regulatory Authority of Zimbabwe

Having been instrumental in the development of the new Public Procurement
and Disposal of Public Assets Act, Chief Executive Officer: Nyasha Chizu is very
conversant with the new Procurement Act so we caught up with him to check
on the legislation’s implementation.

Chief Executive Officer | Nyasha Chizu

Question: What necessitated the development of the

Public Procurement and Modernization Project?

In 1999, the Government established a procurement legal and institutional
framework as enshrined in the Procurement Act No. 2/99 which established
the State Procurement Board (SPB) and provided for its functions to make
provision for the procurement of goods, construction work and services by the
State, statutory bodies and other persons; and to provide for matters connected
with or incidental to State procurement foregoing. The Country Procurement
Assessment Report of 2012 identified gaps in this institutional and legislative
framework which constrained the transparency, accountability and value for
money in procurement. This necessitated the development of a new Act to
guide public procurement.
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What is the mechanics of the new law?

Procurement Decision making has been shifted to the procuring entities with
the establishment of the Procurement Regulatory Authority of Zimbabwe (PRAZ)
to supervise and regulate the procurement process as opposed to past times
where the State Procurement Board (SPB) was both the decision maker and
the regulator leading to a dilution of accountability and responsibility of public
officials and lack of transparency. This PRAZ board is now limited to the issues
of policy as opposed to procurement decision making.

What still needs to be done, in legislation and regulation,

to cover the procurement of all entities and all types?

All types of procurement are now covered by the Act (goods, works, services,
non-consultant services and private public partnerships which are referred to
procurement by Cabinet). For procuring entities, the Act provides that all public
entities (State) are to adhere to the legislation. This is unlike the previous Act where
the Procurement Regulations had to provide a list of entities to be regulated.

Is there adequate procurement planning now and has it

been integrated into the budget?

Yes, there is adequate planning as we developed the general regulations that
accompany the Act and are now operational. We are developing other regulations
to assist in the professionalization of procurement to establish the Procurement
Council of Zimbabwe Regulations; and the Compliance, Monitoring and
Evaluation Regulations which should be concluded by the first quarter of 2019.
After that we will develop another set called Electronic Government Procurement
Systems to accompany e-procurement.

As a regulatory agency, there are some sections that
believe you have mostly focused on the transactional

side of procurement while not actively performing other
critical functions of building agency capacity, monitoring
procurement performance and setting standards?

On the law's side we have been heavily involved in capacity building and
stakeholder management. We continue to undertake sensitization workshops and
to date we have sensitized 1,842 public procurement staff in 204 procurement
agencies., 11 ministries, 37 parastatals, 92 local authorities and 118 suppliers
including our own internal Special Procurement Oversight Committee. We have
also undertaken capacity building in training 75 trainers. For the standard bidding
documents, we sensitized 830 public procurement entities and 77 suppliers.
In total 3,498 people have been sensitized. When it comes to compliance,
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monitoring and evaluation we now have a fully-fledged Compliance and
Monitoring Department that collects data on performance.

The new system relies on administrative courts for
resolving procurement complaints what are the steps for

grievance redress?

A bidder can launch a challenge against an advertised bid if they feel that the
specifications are not fair. According to the Act this must be challenged within
the first half of the bidding period. In registering a complaint, the Bidder must
approach the procuring entity and if still aggrieved a bidder can approach
the Appeals Committee which is established by PRAZ as an independent
mechanism. If still aggrieved, a Bidder can then approach the Administrative
Court. Under the previous legislation, a bid could only be challenged at the
Administrative Court and now there is a three-tier system in place.

Would you say in your own estimation that the
modernization of the procurement (institutional and

legislative framework) have been achieved by project?

Indeed, the framework has been developed with a new law providing for modern
procurement strategies such as framework arrangements for procurement of
common use items, and electronic procurement and having established an
e-procurement strategy. What is now required is adequate infrastructure/
facilities to house the electronic Government procurement system and the
funding for the e-procurement system and assistance in enlisting a Consultant
to help with the full implementation of the system.

The assessment which adopted the OECD-DAC
methodology rated the Zimbabwe procurement
system at 44% reflecting the fact that the system had

more weaknesses than strengths when compared to
internationally accepted systems. Do you think the
rating has improved?

It will have improved as one of the identified weaknesses then had to do with
responsibility and accountability of decision-making which was within the
State Procurement Board and the procuring entities was limited to making
recommendations. With the new Act, decision making is now with the procuring
entity and secondly the Law is based on the United Nations Commission on
International Trade Law (UNCITRAL) law which looks at best practices. What
would only affect our current rating would be the level of implementation.
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Challenges in implementation?

All change has challenges. The
Government has recognized that
procurement is a strategic policy lever
for efficient public service delivery
and with that the law provided for
professionalization meaning that a
reorganization is needed in some
organizations where procurement
was aligned to administrative, financial,
human resources or operations
functions. The new Act, provides that
the procurement management unit
needs to be aligned to the Accounting
Officer or the Head of the Institution
as they are responsible for the overall
procurement decisions. Some divisions
are still holding onto procurement
against the requirements of the
Law. New compliance regulations
will help. We will also in phase two
of the project do capacity building
at grassroots and we will work with
polytechnics and universities to
develop public procurement courses.
We also develop certification programs
to professionalize public procurement.

ZIMREF has been useful and helpful
in this reform project in the financial
and technical aspects of the project
including the tools for the standard
bidding documents, guidelines. We Accountant General
hope ZIMREF will assist us in the next Daniel Muchemwa
phase of our project.

Situated in the Ministry of Finance and Economic Development is Accountant
General, Daniel Muchemwa who oversees the Public Financial Management
Enhancement Project.

If you could bring your work closer to the person on the

street what would you tell them about the need for a
good public financial management system (PFM)?

Simply that this is the way in which we manage and account for their tax
efficiently. I am happy when we are able to properly account for public funds.
We should even be able to tell people how the new two percent tax, will be used.
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So, what is the background of this project?

The need for reforms were borne out of the 2011 Public Expenditure and Financial
Accountability (PEFA) assessment that revealed some gaps and weaknesses in
our system. A PEFA Assessment focuses on the extent to which PFM systems are
supportive of Government efforts to deliver the three-main fiscal and budgetary
outcomes of fiscal discipline, allocation of resources and efficient service
delivery. The project thus aims to improve financial reporting, internal controls,
fiscal transparency and accountability in government finances in Zimbabwe.

What is the modernization component of the project?

In 1999, Government began using a Public Financial Management System with
the normal functionality of treasury management, purchasing and requisition
management, budget execution and related financial management functions.
This system centrally configured at the Ministry of Finance and Economic
Development is accessible through remote access to Ministries Departments and
Agencies (MDA) and Local authorities to enable them to process transactions as
part of their budget execution. The remote access restricts financial management
and financial reporting, particularly functionality for budget planning/preparation
and bank reconciliation statements. Thus, delaying consolidated financial
reporting as access to timely information has not always been possible. The
project has since introduced computerized PFM systems at local government
level in 6 districts (with plans to do the same in the remaining 57 districts).

You mentioned a 2011 PEFA, did your performance

improve in the 2017 assessment?

To be honest, we did not receive a perfect score though it is an improvement
from the 2011 score. The improvement noted have been incidental and not
planned hence we are now developing a formal plan of improvement so that
we can leapfrog in our scores.

Since inception of the project, what are the achievements?

We have improved on the PFM system by using a computer system to produce
better and timely reports. We have done this in Murewa, Rusape, Chiredzi,
Kadoma, Esigodini and Gwanda. Granted, there is still some work to be done
to ensure that people relate better to the systems.
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We are also expanding the PFMS system through the introduction of additional
modules and functionalities namely Budget Planning and Consolidation; Business
Objects and Business Intelligence; and Web Portal which will strengthen systems
in Mmany ways.

What challenges have you encountered in the project?

The first challenge is human as you know that change is not easy. Furthermore,
we also needed some time in the project to acquaint ourselves with World
Bank procedures.

Any additional thoughts or reflections?

We need more time to finish the implementation of the project and we are
grateful for the support we have received thus far.

Interview with Engineer Takudza Makwangudze from the Project Implementing
Unit of the Zimbabwe National Water Project.

Engineer Takudza Makwangudze
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What is the background of the Project?

The Zimbabwe National Water Project was born out of a Zimbabwe National
Water Authority (ZINWA) rapid needs assessment that was carried out in 50
water supply stations after ZINWA noted serious production problems within a
number of these stations. In total ZINWA runs 534 stations ranging from large
to small scale (borehole stations). Consultants were then hired to conduct the
stations and identify investment needs.

What were their findings and recommendations, if any?

Their findings revealed that the challenges could be solved through rehabilitation
whereas we had only thought about expansion and increasing revenue streams.
The Infrastructure was now outdated, and the required investment for the 50
stations was US$100 million. Due to funding challenges, a decision was made
to target at least one station in our seven catchment areas for rehabilitation. The
Government then requested us to add the establishment of a water supply and
sanitation regulator and development of a national water resources management
based on advice from previous technical assistance and recommendations from
the National Water Policy of 2013.

What is the extent and status of the work being covered by

the Water project?

There has been improved water supply and quality in Guruve, the works are
now complete. The acquisition of chemo feeders means more consistency
in the chemical dosage of water. Prior to this intervention, ZINWA was using
drip system to feed chemicals into water.

Residents who had improper connections have since been properly reticulated
and a total of 327 new connections have been made. The Authority has also
replaced about 125 non-functional meters to ensure proper water billing. On
sanitation, sewer pipes have been laid out.

In Lupane the supply of water will improve when a 2000-cubic meter reservoir
is complete. Close to 1000 new connections will result from the intervention.
The water supply at the University will also be augmented when a new ground
reservoir is complete.

In Zimunya we duplicated the existing water treatment plant, and this will double
the production capacity. Once operational, there should be no issues with
water supply as we will also expand the reticulation and distribution. There is
still a need to upgrade their distribution mains, provide new reticulation, buy
new pumps and rehabilitate booster stations. We have completed renovations
of the main storage works.
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How many people are being assisted by the Project and do

you consider it successful, thus far?

At design stage the project would have covered seven stations for rehabilitation
and minor extensions but only a grant of US$10 million was received instead of
the expected USS20 million. Thus, on the ground we have beneficiaries in Lupane,
Zimunya and Guruve. a baseline survey was done to capture information which
would form a basis for measuring successes and failures. A Sanitation Needs
Assessment was also undertaken in the project and successfully concluded.
Currently in development is the National Water Resources Master plan which
is expected to finish in May. One major intervention from the project has been
the fencing of these water works to ensure security and safety.

What challenges did you face in the project?

The water project is one of the few Recipient-Executed projects we undertook
in a long time. In past times we were used to consultants being hired to do the
work, procurement and even produce bidding documents but with this project
ZINWA had to stand on its own two feet. At project design it was agreed that the
procurement methods to be used were World Bank procurement systems and
this may have slowed implementation owing to a need for capacity building on
our side. The project has been a great opportunity to learn best practices and
systems for the benefit of our work culture.

Any reflections managing the Project?

Yes. We are grateful to the ZIMREF development Partners as without their backing
this project would not have been feasible. Secondly it would be wonderful if we
could mobilise the financing for the roll-out of the project in the remaining four
towns provided that there is a change in the structure of the PIU. Each site should
have its own Project Manager with a Project Coordinator being at the helm.
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ZIMREF extension and the focus on the GoZ's TSP

Several factors have necessitated a discussion around ZIMREF's extension. There
currently exists an opportunity to use ZIMREF as a transitional mechanism
during the on-going transition, and prior to full re-engagement. Extension of
ZIMREF has several rationales:

Some ZIMREF activities (particularly the Zimbabwe National Water Project
and Public Financial Management Enhancement Project) require extension
as they experienced lengthy delays which have made it impossible to
complete by June 2019, as originally envisaged. The restructuring of the
two projects proposed additional time. These extensions would require
that ZIMREF itself be extended.

The on-going transition in Zimbabwe will require fiscal consolidation and
reforms that promote private sector led growth. This necessitates a scale
up in support to build Government's capacity to implement reforms and
facilitate a successful transition.

To complement other development programs financed by other donors
and IFIs with just-in-time support, and in instances where the Bank has
the comparative advantage.

To provide the flexibility to be able to respond and provide just in time
support to the Government.

Early discussions have been held with development partners and Government
on extension of ZIMREF and the relevance of continuing with ZIMREF whether
early re-engagement occurs. ZIMREF's comparative advantage in the transition is
that trust and goodwill has been built with the Zimbabwean Government. In the
absence of a lending program due to non-accrual status, the main mechanism
used by the Bank to finance support to Zimbabwe over the past decade has
been Trust Funds.
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ZIMREF has identified activities and results to be funded with any additional
resources. These activities are expected to deliver the following results:

Improved inter-governmental coordination and decision making;

Ability to respond to expectations through more effective
decision-making, implementation, and monitoring during a
challenging transition period;

Strengthened capacity to anticipate and mitigate against risks
(including to prevent violence);

Decision making based on evidence and clarity on options and
consequences, along with mitigation strategies.

ORCIORC)

There are ZIMREF activities that the Bank has prioritized for funding as it is
expected that achievement of key results through these activities is feasible and
there currently exists undoubted political will from Government for them. These
activities are aimed at two objectives: (i) supporting public sector reforms and
(i) supporting private sector-led transformation.

ZIMREF formative evaluation

Paragraph 2.4.8 of the ZIMREF Operational Guidelines, modelled on the World
Bank Operational Guidelines, requires that the Secretariat commissions an end-
line evaluation for ZIMREF. The objectives of the evaluation are to:

| i analyse the performance of the Fund by comparing achieved results and
impacts with the goals and expected results of the Fund;

| i contribute to future development interventions through the collection,
analysis and documentation of the lessons learned from the Fund; and

| i gssess relevance of ZIMREF experience for other fragile states situation,
and support of other countries in non-accrual status.

The scope of the evaluation will cover — as applicable — collection of information,
analysis, documentation and dissemination of key findings on the various aspects
of the Fund that are detailed in the draft Terms of Reference for the End-line
Evaluation. The assignment shall be conducted within three calendar months
in 2019.
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FINANCIAL REPORT

Financial Performance as at 31 December 2018

Pledges and contributions

Since the establishment of the Trust Fund in 2014, a total of US$40.4 million

Wwas

pledged by seven donors and the State and Peace Building Trust Fund. By

December 31, 2018, USS$37.8 million had been received and transferred into the
ZIMREF Trust Fund. Contributions were received from:
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Denmark

(approximately) USS0.9million

EU

USS10.2 million

Norway

(approximately) USS4.1million

Sweden

USS5 million

Switzerland

USS3.5 million

State and Peace Building Fund

USS5 million

UK

USS8.2 million
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The figure below shows what was pledged and the cumulative receipts as at
31 December 2018.

In addition to the aforementioned pledges, DFID provided additional funding of
GBP 3 million 2018 referred to as "ZIMREF 2" on account of the different cost
recovery applied after December 1, 2016 on Trust Funds by the World Bank. To
date USS 3.7 million has been received and USS 0.6 million has been disbursed.

Pledges and Receipts

14
12

10

, W IIIII|

Denmark European Germany Norway State &  Sweden Switzerland United

D

N

N

Union Peace Kingdom
Building
Trust Fund
| Pledged Received

Income received

Total cumulative investment income as at December 31, 2018 was

USS726,462

Allocations, disbursements and available balances

ZIMREF 1

All of the USS37.8 million received has been allocated across the eight projects and
to different activities. Of the allocated amount, by December 2018, US$29.3 million
(or 78 percent of funds received) was disbursed and USS0.5 million committed
leaving an available balance of USS 8 million. In 2018 alone, disbursements
amounted to USS$15.1 million — more than the total disbursements from inception
of ZIMREF to end-2017. Receipts in 2018 amounted to USS$7.3 million.

Progress against disbursement projections has improved in 2018 as compared in
2017 and 2016. In 2016, all activities missed their disbursement projections. The
graphs below show that BE activities continue to outperform RE activities due to
government's learning curve in implementing RE activities.
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A_|j Disbursements for Bank-executed activities in USD
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Table 1: Trust Funds Financial Reporting Summary as at 31 December 2018

Contributions Pledged Received Balance Currency
Pledge
Denmark 913,369 913,369 DKK5.7 m
EU 11,471,000 | 10,214,028 | 1,256,972 EU9.9 m
Germany Sim
Norway 4,128,163 | 4,128,163 — NOKI18 m
State and Peace 5,000,000 | 5,000,000 = S5m
Building Fund
Sweden 5,026,300 | 5,026,300 - SEK43 m
Switzerland 3,558,088 | 3,530,370 27,718 CHF3.5m
UK—DFID 8,204,305 | 8,238,230 -33,925 £6m
Total Contributions 37,730,225 37050460 679,765
Invest Income Received 36,056.44
Total Income 490, 000  38408,000 7,372,420
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Approved Grant |Allocated | Disbursement |Commit.| Available
activities Amount Balance
Bank Executed
Output la: 1,640,000 1,530,000| 1,358,55743 | 24,166 | 147276

BEFSIP TA

Output 1b: BEFSIP | 1,560,000 1,125,000 | 1,046,938.79 | 40,836 | 37225
TA Investment

Climate Program

Output 2: Capital |2450,000]2,373,000 | 2,268,97348 | 35,000 | 69,026
Budget: SOE/PIM

Output 2: Capital | 1,550,000(1,272,500 | 942,482.68 |244,595| 85421
Budget: Transport

Output 3a: PFM 800,000 | 800,000 | 784,165.12 25,361 | (9,526)
Enhancement (BE)

Output 3a (1): 200,000 | 200,000 | 199,832.24 - 167
PEFA Zimbabwe

Output 3b: Public | 416,885 | 422,906 416884.74 - 6,021
Procurement

Mod (BE)

Output 4b: 1,100,000 1,062,355 | 966,715.72 16,875 78,765
Poverty Analysis (BE)

Output 4a: 720,000 | 720,000 71749781 322 2,180
RBB—Program

Budgeting

Output 4a: 689,990 | 689,990 689,990 - -
RBB—Education

Output 4a: 705000 | 705,000 | 702,541.95 - 2458
RBB—Health

Output 5a: 800,000 | 716,318 585,770.97 | 36,559 | 93,988
National Water

Development (BE)

Output 5b: 1,500,000(1,425,000 | 1,163,064.95 | 72,109 | 189,826
Climate Change TA

Total BE activities 14,131,875 13,042,069 11,843,416 495,823 702,827
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Approved
activities

Grant
Amount

Allocated

Disbursement

Commit.
24

Available
Balance

Recipient Exe

cuted

Output 3a: PFM
Enhancement
(RE, Phase 1)

Output

3b: Public
Procurement
(RE, Phase 1)

Output 4b:
Poverty Analysis
(RE)

Output 5a:
National Water
Development
(RE, Phase 1)

Total RE Activities

Total Activities

10,000,000

1,600,000

1,900,000

10,000,000

23,500,000

37,631,875

9,152,63.94

1,600,000

1,900,000

10,000,000

22,652,637

4,672,173.81

1,573,589.59

1,900,000.00

745341595

15,599,179.35

4,480,463

26410

67426

2,546,584

7,120,883

35,694,706 27442,595.35 495,823 7,823,710

Total Fees
and Program

Management
Costs

3,232,733

1,557,156

926,117

Fees & Program Grant Allocated |Disbursement|Commit.| Available
Management Amount Balance
Costs

Program 1,212,275 | 400,000 177.130.07 222,870
Management:

Staff Time

Program 1,212,275 550,000 268,63751 |157,586| 123,776
Management:

Administration

Corporate Fee 808183 607,156 480,349.00 126,807

157,586

473,454

To date $14.2 m (including program fees) has been disbursed which is 50 percent
of the received contributions.

The commitments are $9 m, which means the disbursements and commitments

ratio is 81 percent.

24 Commitments are only available for BE activities and not for RE activities.

Annexes

| 79



ZIMREF 2

All of the USS3.9 million received has been allocated across the eight projects
and to different activities. Of the allocated amount, by 31 December 2018, USS0.6
million (or 16 percent of funds received) was disbursed and USS0.6 million
committed leaving an available balance of USS2.5 million. The graph below shows
disbursement across the various BE activities receiving funding from ZIMREF 2.

. Disbursement under ZIMREF 2
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ANNEX ||

ORGANOGRAM

Country Manager
Mukami Kariuki,
rkariuki@worldbank.org

Trust Fund
Administrator
Fadzai Mukonoweshuro,
Senior Operations Officer,
tmukonoweshuro@
worldbank.org

M&E Specialists
Loveness Chakona,
Finance Program Assistant lchakona@worldbank.org;
Fradreck Danda, Priscilla Mutikani,
fdanda@worldbank.org pmutikani@worldbank.org Norman Mukwakwami
nmukwakwami@
worldbank.org

Gender Specialist Communications
Pamela Mhlanga Specialist
pammhlanga@yahoo. Cheryl Khuphe,
co.uk ckhuphe@worldbank.org
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Annexes
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ZIMBABWE RECONSTRUCTION FUND

www.worldbank.org/en/program/zimbabwe-reconstruction-fund



