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Project Summary 

Paragraph Topics covered 

Project 

Overview 

Project name: Institutional Support for the Enhancement of PFM (ISEP) 

Expected Outputs: Government of Lesotho (GoL) public procurement system 

strengthened; the quality and effectiveness of internal and external audits 

strengthened; and better access to information and knowledge on public 

procurement, accountability and integrity for non-state actors (NSAs). 

Implementation timeframe: December 2013- December 2016 

Project cost: UA 2.89 million (of which UA 2.6 is ADF Grant and UA 0.29 is 

Government contribution) 

Direct beneficiaries: The Ministry of Finance (MOF), Procurement Policy and 

Advisory Division (PPAD), Internal Audit Department (IAD), Office of the 

Auditor General (OAG), procurement and internal audit units in Ministries, the 

Public Accounts Committee (PAC) of Parliament, the Directorate on 

Corruption and Economic Offences (DCEO) and the PFM reform secretariat. 

Innovation and best practice: The project has introduced a low cost 

intervention for strengthening the demand side for accountability and integrity 

in public procurement and spending by creating awareness and enabling 

NSAs’ access to information and knowledge. By supporting a comprehensive 

reform program, establishing a common implementation Secretariat, and 

harmonizing reporting, joint supervision missions, and common monitoring 

and evaluation mechanisms, the project ensures that the Bank is adhering to 

the principles and tenets of the Paris Declaration on Aid Harmonization.  

Needs 

Assessment 

GoL, with support of several development partners (DPs), including the AfDB 

Group, has been pursuing PFM reforms covering areas of policy, legislation 

and other institutional aspects, systems and capacity building for several years. 

However, weaknesses remain as confirmed by the 2012 PEFA results, and the 

Bank Group’s assessments during CSP and project preparation. This is 

particularly the case in the areas of public procurement, internal and external 

audit and public scrutiny of audit reports.  In response, GoL has developed a 

comprehensive Public Financial Management Reform Action Plan (PFMRAP) 

anchored in Lesotho’s National Strategic Development Plan (NSDP) of 2012.  

Bank’s 

Added Value 

The proposed operation will build on experience from the previous ADF 

projects that have addressed PFM challenges (ISP, 2004 & PBO, 2009). It 

complements other DPs and contributes towards ensuring there is full support 

to the entire PFMRAP. Its successful implementation will also contribute to 

improved performance of the Bank Group sector investments and will provide 

the basis for future program based operations. The project also contributes to 

diversifying the Bank Group’s portfolio in Lesotho through enabling a blend 

of aid instruments (budget support, technical assistance and capacity building, 

economic and sector work), thereby also enriching the basis for the Bank’s 

engagement in policy dialogue. 

Knowledge 

Management 

The proposed operation will contribute to knowledge building around PFM 

and public sector reforms in general through a holistic approach to institutional 

strengthening and capacity building. Knowledge sharing will also be facilitated 

through training materials, tools developed, study visits and engagement in 

regional networks and partnerships. The Fund will capture and disseminate 

knowledge and experience through regular supervision missions, progress 

reports, PEFA report and the Project Completion Report. Lessons learned and 

experience gained will therefore be available to inform future operations. 
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African Development Fund – RESULTS-BASED LOGICAL FRAMEWORK 
Country and project name: Lesotho- Institutional Support for the Enhancement of PFM (ISEP) 
Purpose of the project : Contribute to strengthen procurement and accountability functions for the improved management of 
public resources in support of the implementation of the National Strategic Development Plan 

RESULTS CHAIN 
PERFORMANCE INDICATORS 

MOV 
RISKS/MITIGATI

ON MEASURES Indicator (including CSI) Baseline Target 
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Impact: Efficient, 
effective and 
accountable use of 
public resources as a 
basis for enhanced 
service delivery and 
inclusive growth 

Human Development Index/ Rank 
 
Mo Ibrahim Index sub categories:  
Safety and Law; and Sustainable 
Economic Development 
 
GNI per capita (USD) 

0.46 (2012)/ 
Rank 158 
 
68.9 (2011); 
55.1 (2011) 
 
 
1220 (2011) 

0.479 (2016) 
 
 
69 (2016); 58 (2016) 
 
 
 
1512 (2016) 

UN/BOS 
MTR of 
NSDP 
MoF 
MoP 
Mo Ibrahim 
Index 

Moderate Risk: Global 
economic downturn 
affecting trade/ SACU 
revenues/ FDI 
Mitigation: Fiscal 
consolidation- reforms-  
IMF ECF  
 
Moderate Risk: Loss of 
GoL commitment and 
leadership for reform. 
Mitigation: Sustaining 
the current 
commitment by GoL ie. 
NSDP, approval of the 
2011 PFMA Act and the 
PFM Reform Action 
Plan, by ensuring 
timely support through 
DP programs and 
dialogue (WB and EU 
budget support/ IMF 
ECF) 
 
High Risk: Capacity to 
implement PFM 
reforms is insufficient 
Mitigation: 
Consolidated DP 
capacity building 
support to the PFM 
Reform Action plan; 
strengthened 
coordination, M&E of 
PFMRAP under MoF 
 
High Risk: High staff 
turnover 
Mitigation: 
Development and 
implementation of 
schemes of service for 
procurement and audit 
professions. 
Coordination with 
Ministry of public 
service on overall HR 
management strategy 
and retention strategy.  
 
 
 
 
 

O
U

T
C

O
M

E
S

 

Outcome 1: Efficient and 
transparent public 
procurement systems  

Improved PEFA indicators: Pl-19 (ii) 
Use of competitive procurement 
methods (iii) Public access to 
complete, reliable and timely 
procurement information;  
 
Improved execution rate of the 
capital budget 

Pl-19- (ii) & 
(iii) D (2012) 
 
 
 
 
 75,2% 
2012/13 

Pl-19 (ii) & (iii) C (2016) 
 
 
 
 
  
 80% 2016/17 

PEFA- 2012 
/ PEFA 
2016 
NA Records 
OAG 
GoL 
website 
Annual 
Fiscal 
Report 
(GoL) 

Outcome 2: Enhanced 
accountability in the use 
of public funds  

Improved PEFA indicators: Pl 21 
effectiveness of internal audit and 
PL 26 (ii) Timeliness of submission of 
audit reports to the legislature 

Pl-21- D+ 
(2012); Pl-26 
(ii)- D (08/09 
in 2013) 

Pl-21- C (2016)  
; Pl-26 (ii)- C 2016 
(12/13 and 13/14 by 
2015) 

O
U

T
P

U
T

S
 

Output 1: Improved spending efficiency and transparency of procurements 

Output 1.1 Enabling 
policy and institutional 
framework 

Revised legislation and regulatory 
framework in line with 2011 PFMA 
Act 

Procurement  
Regulations 
(2007) 

Revised regulations 
submitted to cabinet 
by end 2015  

GoL reports 
PPA 
Records/IA
D and OAG 
procureme
nt audits/ 
Website 
verification 

Output 1.2 Modern 
procurement system 
operationalized 

Procedural manuals/ guidelines and 
Standard bidding documents (SBD) 
developed and publicised 

Manual from 
2007 
 

Updated procedural 
manual and SBDs  
(2015) 

Annual Procurement plans prepared 
and publicised 

17 APPs (not 
on website) 

26 Procurement plans 
by 2015/16 (all 
Ministries) 

Output 1.3 Capacity built 
to professionalise public 
procurement function 

Training program developed for 
procurement personnel across GoL 

None Program by mid-2014 

Number of  procurement officers 
across GoL with certified 
procurement skills (♀/♂) (CIPs) 

5  (26 ♀/ 20 
♂) 
 (level1-6) 
(2013) 
 

90 by 2016-level 5  
(60% ♀/ 40% ♂) 
 

Output 1.4: 
Transparency and 
integrity in public 
procurement  with 
outreach to public and 
suppliers 

Tenders and contract awards 
publicised on GoL website 
  

Last tenders 
posted on 
website in 
12/2012;  
 

All tenders and 
contracts actively 
publicised by 2016;   

Annual Procurement performance 
(APP) reports prepared and 
publicised 

None 
 

First APP Report 
covering 2014/15 
publicised. 
 

Number of MSMEs/SMEs and 
members of public targeted by 
outreach and education campaigns 

NA 300 MSMEs/SMEs/ 
CSOs from across 10 
districts (50% women 
led businesses/ NGOs) 
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Output 2: Enhanced  accountability in the use of public funds Moderate Risk: Delay 
of approval of legal and 
regulatory framework 
for external audit 
function 
 
Mitigation: The new 
audit act is being 
worked on and is 
expected to be 
approved by end 2013. 
IRSC closely monitoring 
progress. 
 
 
 
 
 
 
 

Output 2.1 Organisation 
and operation of IA 
function strengthened 

Internal Audit (IA) manual drafted No manual IA manual (2014);  GoL 
reports/ 
IAD Audit 
reports/OA
G reports/ 
National 
assembly 
records/ 
Website 
verification 

Annual IA plans to cover most MDAs None IA  plans for 80% of 
MDAs (2014-16);  

Audit coverage (including new types 
of audits) expanded 

41 audits in 
12/2013 
across 14 
MDAs 

All MDAs covered by 
2016/17- with special 
audits in high risk areas  

IT system for audit (ACL) rolled out ACL piloted ACL in full use by 2016 

Output 2.2 Professional 
competencies and 
performance of IA staff  
strengthened 

% of IAD staff with improved audit 
skills (basic and RBA) (♀/♂) 

20 with IAD 
(2013) 

55 IAD certified 
auditors ( by ♀/♂); 50 
IAD staff with GIA 
certificate by 2016 

Output 2.3 Institutional 
and operational capacity 
of external Audit 
function enhanced 

Regulations drafted in line with 
Audit Act 

None 
 

Regulations (2016) 
 

Audit coverage of Government 
expenditure to comply with audit 
act. 

43% of 
Government 
expenditure 
2012/13 

50% of Government 
expenditure by 2016 

Number and types of special audits 
(RBA; Procurement etc) prepared 

3 perf audits 
2012 

4 procurement audits 
yearly from 2015. 2 
other per yr. 

Output 2.4 Professional 
competencies and 
performance of external 
audit staff strengthened 

HR strategy prepared none 
 

HR strategy by end 
2014 

% of OAG staff trained (standard 
and new areas, such as performance 
audits/ environment audit/ 
procurement audit) (♀/♂) 

17% of OAG 
staff (11 
women; 5 
men) 
2012/2013 

All staff (114)  ( 
80♀/34♂) by 
2015/2016 

Output 2.5 Public 
Accounts Committee 
capacity and 
effectiveness enhanced  

# PAC reports prepared 
 

None in 
2012/13 

Reports for 2014/15 & 
2015/16 

K
EY

 A
C
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V

IT
IE
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COMPONENTS INPUTS 

1. Improving spending efficiency and transparency of procurements 
2. Enhancing accountability in the use of public funds 
3. Project management and monitoring 
Activities will include: 
Technical assistance in areas outlined in PFMRAP  
Training and professional development programs in areas of procurement, internal audit and external 
audit  
Sensitisation and outreach workshops/ events targeting SMEs, CSOs, Government and other relevant 
stakeholders 
Partnerships and service delivery arrangements with local training providers and regional initiatives 
Purchase of software, hardware, IT equipment  
Production of materials and legal documents 
Communications materials-web design etc.  

ADF Grant : UA 2.6 million; 
Government: UA 0.29 million 
Missions, supervision, policy 
dialogue, Mid Term Review, PEFA 
report and donor coordination 
Capacity building by AfDB and other 
DPs (EU, WB, UNDP, IMF) 
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Project Implementation Schedule 

Years 
201

3 2014 2015 2016 2017 Action By 

Quarter Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

Q1-

Q2   

Activities                               

Project life cycle                               

Grant approval                             AfDB 

Fulfilment of conditions for disbursement                             GoL 

Start of the project and launch                             
AfDB & 

GoL 

Supervision and Monitoring                             AfDB 

Mid-term review                             
AfDB/ 

GoL 

Disbursement of Funds                             AfDB 

Submission of annual audit reports                             GoL 

Government completion report                             GoL 

AfDB Project Completion Report                             AfDB 

All Components                               

General Procurement Notice published                             GoL 

Recruitment of contractors                             GoL 

Contract local partner training institute                             GoL 

Procurement of IT equipment and software                             GoL 

Submission of progress reports from 

contractors                             GoL 

Training and workshops                             GoL 
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REPORT AND RECOMMENDATION OF MANAGEMENT TO THE BOARD OF DIRECTORS 

ON A PROPOSED GRANT TO THE KINGDOM OF LESOTHO FOR THE INSTITUTIONAL 

SUPPORT FOR THE ENHANCEMENT OF PUBLIC FINANCIAL MANAGEMENT (ISEP) 

PROJECT 

 
Management submits the following Report and Recommendation on a proposed ADF grant for UA 

2.6 million to finance the Institutional Support for the Enhancement of Public Financial 

Management (ISEP) Project in the Kingdom of Lesotho 

I – STRATEGIC THRUST & RATIONALE 

1.1. Project linkages with country strategy and objectives 
1.1.1 Government of the Kingdom of Lesotho (GoL) has embarked on the implementation of its 

National Strategic Development Plan, 2012/13-2016/17 (NSDP), which places renewed emphasis 

on addressing the challenges of promoting high, sustained and inclusive growth to reduce poverty, 

achieve the Millennium Development Goals (MDGs) and create jobs. The NSDP serves as an 

implementation strategy for the National Vision 2020, which states that: “By the year 2020 Lesotho 

shall be a stable democracy, a united and prosperous nation at peace with itself and its neighbours. 

It shall have a healthy and well-developed human resource base. Its economy will be strong, its 

environment well managed and its technology well established.” The proposed project directly 

supports one of the NSDP strategic goals: to promote peace, democratic governance and build 

effective institutions. The NSDP underscores that achieving several of its strategic objectives, and 

sustaining their results, is predicated on timely and effective implementation of public financial 

management (PFM) reforms. It also highlights the challenge that due to capacity constraints, the 

objectives of previous PFM reforms, implemented in recent years, have not been fully realized. In 

response, the Government has over the past year taken the initiative to develop a comprehensive 

PFM Reform Action Plan (PFMRAP) 2012-2017/18. The PFMRAP contains eight main 

components, of which the Bank is proposing to fully cover two main areas of PFM; i) procurement 

and  ii) audit and oversight (see table 1.1). 

1.1.2 The Bank Group’s Country Strategy Paper (CSP) 2013-2017 is aligned with the NSDP and 

focuses on the catalytic role the Bank Group can play to support the country in realizing its 

development goals. It supports Lesotho’s development agenda by promoting two pillars: (i) 

infrastructure development; and, (ii) institutional capacity building. The priority objective of the 

institutional capacity building agenda is to enhance the efficiency and effectiveness of the public 

sector. To that end, the Bank Group remains committed to continue its collaboration with other 

development partners to support consolidation and improvement of reforms in public finance 

management, and as a high priority, to prepare an Institutional Support Project to assist Lesotho to 

address its fiduciary shortcomings.  

1.1.3 The proposed project enables the Bank Group to deliver on its CSP commitment, and 

directly supports specific strategic objectives in both the Lesotho’s NSDP and the PFMRAP. 

The project is also aligned with the Bank Group Strategy (2013-2022), which retains Governance 

and Accountability as a priority area of intervention. The project furthermore complements the 

strategic objectives of the e-Government project being prepared by the Bank Group for 2013, which 

encompasses the development of Government e-portal, which will enhance public accessibility to 

information on public services, budget, fiscal outturns and procurement. 
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1.2. Rationale for Bank Group’s involvement 

1.2.1 The Bank Group’s intervention falls within the broader context of supporting Lesotho’s 

inclusive growth agenda and fiscal consolidation efforts. Lesotho has experienced robust 

economic growth over the past decade, yet it is one of the poorest countries, with national poverty 

headcount at 57.1 % (2010/11)
1
 and unemployment at 24 % (2008). The global economic crisis and 

more recently adverse weather conditions (floods and drought), reduced GDP growth to an average of 

4% (2011-2012) compared to 5.7% (2009-2010). The Southern African Customs (SACU) revenues, 

on which the economy is highly dependent, have fluctuated between 15% and 32% of GDP in 

recent years. Meanwhile, medium-term growth prospects remain positive, at 4% GDP growth for 

2013/14 and beyond, fuelled by the expansion in mining and construction activities. Nonetheless, 

the uncertainties around global demand for diamonds, the end of the preferential trade agreements 

with the US under the African Growth and Opportunities Act set for 2015 and fluctuations in SACU 

revenues underline the need for fiscal consolidation efforts. In response the GoL is pursuing fiscal 

consolidation while protecting priority social spending and NSDP infrastructure investments. Fiscal 

consolidation efforts are concentrated on containing recurrent spending, enhancing domestic 

revenue collection and pursuing public financial management reforms to enhance effectiveness and 

efficiency in public spending. 

1.2.3 The proposed project will intensify and sustain Public Financial Management (PFM) 

reform efforts in Lesotho. Over the past several years, GoL has made steady progress in PFM 

reforms. Regulatory and institutional frameworks have been adopted with the view to promote 

accountability, compliance and control, but the internalization and application of these regulations 

is lagging behind. While Lesotho ranks above the SADC region across a number of international 

Governance indicators, progress over time has been negligible.2 Its score in the 2012 Mo Ibrahim Index 

dropped to 61 (out of 100) from 63 in 2011, with sub-scores in areas such as public management, 

participation and accountability dropping between 2006-20113, demonstrating a need to further 

transparency and accountability of Government. The Office of the Auditor General (OAG) report on 

the 2007/2008 financial statements lists a number of examples of failures to observe regulations and 

procedures, repeated across several Ministries. This translates into a continued lack of efficiency, 

transparency and accountability in the use of public resources and fuels opportunities for 

misappropriation of funds and corruption. The median score4 of about C+ observed in the 2012 Public 

Expenditure and Financial Accountability (PEFA) assessment of PFM depicts only some improvement 

since the previous PEFA of 2009. The area of planning and transparency in budgeting has improved; 

and the end of the several years of backlog in published government accounts is slated for this year. 

However, major challenges remain, as indicated by the low 2012 PEFA score of D+  that is dominant in 

areas of procurement, internal audit, and external scrutiny and audit.  

1.2.4 The GoL has given fresh momentum to strengthening PFM, with the promulgation and 

launch of the PFMRAP. Successful implementation of the PFMRAP is expected to aid fiscal 

consolidation through improved effectiveness and efficiency of public spending. The PFMRAP 

includes eight components, as outlined in Table 1.1 below, and these cover all the main areas of 

PFM. Compared to previous PFM reform programs in Lesotho, the PFMRAP has given 

considerable attention to the coordination and management arrangements of the reform agenda, and 

DPs are ensuring its full coverage. The proposed project directly supports the implementation of 

components relating to strengthening procurement, audit and scrutiny functions. 

                                                 
1
Preliminary GoL estimates from 2010/11 household survey 

2 Worldwide Governance Indicators Country Data report, 1996-2011 
3
 Lesotho scores between 2006-2011 deteriorated in the categories of Participation and Human Rights; Sustainable 

Economic Opportunity and stalled in the category of Safety and Rule of Law, which includes the accountability 

indicator. Progress was only realized in the category of Human Development. 
4
 The highest PEFA score is A, the lowest is D.  
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Table 1.1: Donor support to PFM Action Plan 

PFM Reform  Action  Plan Components (2012- 2018)  DEVELOPMENT PARTNER 

 Components description Estimated 

cost USD*  

EC  

(EUR) 

WB 

(USD) 

 AfDB 

(UA) 

1. Modern PFM Regulatory Framework Implementation 0.42 X   

2. Transparency and Effectiveness of policy orientation of 

the budget assured 

6.72 X   

3. Cash flow forecasts a major determinant of internal debt 

and financial investment 

0.19  X  

4. Internal controls ensure strengthened operational 

efficiency and effectiveness 

3.85  X 

(IFMIS) 

X 

 (IA) 

5. Accounting and fiscal reporting fully compliant with the 

regulatory framework and accounting standards 

8.48  X  

6. Public Procurement aligns with international best practice 

in efficiency and transparency 

2.39   X 

7. External Audit and oversight compliant with 

INTOSAI  Standards (ISSAI) 

1.04   X 

8. Governance and Institutional management of PFM 

Reforms improved to facilitate ownership, monitoring 

and evaluation of progress 

3.98 X   

9. Statistics (not in PFM Action Plan)  X   

TOTAL  ALLOCATION APPROX. (million) 27.07  10, 6  5  2.6 

*Estimated costs by MoF. Detailed costing to be done by component leads in collaboration with DPs during project design. 

Costs cover 4 years. 

1.2.5 Today, the procurement function is the weakest link in Lesotho’s PFM system 

justifying comprehensive support through this project. Reforms to strengthen the public 

procurement system have included the revision of the Procurement Legal and Regulatory 

Framework through a legal notice in 2007, the production of the procurement manual, the creation 

of the Procurement Policy and Advisory Division (PPAD), and the establishment of procurement 

units across MDAs.  However, the new legal framework has yet to take effect and is not in line with 

international best practice. The manual is not considered user friendly, and there are no national 

standard bidding documents. The 2012 PEFA and the Banks 2011 assessment of Lesotho’s National 

Competitive Bidding Procedures, and procurement audits undertaken by Internal Audit Department 

(IAD) and OAG, point to weaknesses across the procurement system with lack of internal controls, 

failure to adhere to regulations, poor procurement records and minimal progress over time. The 

current legislation does not provide for an independent procurement oversight body, the 

Procurement Policy and Advisory Division (PPAD) is a unit within the Ministry of Finance (MoF). 

The majority of the procurement personnel across GoL lack basic competencies of a modern 

procurement function, although some progress is being realised through enrolment of procurement 

personnel in the internationally recognised Chartered Institute for Purchasing and Supply (CIPs) 

courses.  

1.2.6 Insufficient transparency and competition in procurements is of concern. The 2012 PEFA 

report points out the inability of GoL to produce independent annual procurement performance 

reports and low level of competition in procurement (with high percentage of waivers granted for 

single sourcing), as some of the areas that need to be addressed. There is also insufficient 

transparency in the award of the contracts and procurement. General procurement information 

provided on Government websites is outdated. Another serious issue has been the lack of an 

independent complaints mechanism. In line with the 2011 PFMA Act the GoL is now in the process 

of establishing a Procurement Tribunal, but it shall need support to develop its documentations and 

procedures in order to function effectively. There remains important scope to engage businesses and 

CSOs to monitor procurements and demand fairness and value for money, this will require building 

awareness on procurement legislation and processes, and on the opportunities for whistle blowing. 

The Directorate on Corruption and Economic Offences is an important stakeholder in this process, 

if provided with adequate support and resources, it has the ability to reach out to business 
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communities, CSOs and the public across districts, through its anti-corruption networks and 

corruption prevention and education program.  

1.2.7 Lesotho’s internal audit function is relatively new and underdeveloped, which limits the 

Government’s ability to fully monitor and check: financial reporting; effectiveness and efficiency of 

operations; and internal compliance with laws, regulations and contracts. The 2011 PFMA Act 

legitimized the function but it does not elaborate on the mandate, authority, reporting and 

accountability modalities of the function. While the Treasury regulations being drafted will address 

some of these issues, challenges will remain in terms of developing the organizational and 

operational capacity of the internal audit function. The ambition is to build capacity to extend the 

internal audit coverage, in particular into new areas such as procurement audits, which would also 

serve as an important tool to monitor progress on implementation of procurement reforms, and the 

PFMRAP as a whole.  

1.2.8 The absence of an enabling institutional framework for the Office of the Auditor General 

(OAG), coupled with both a serious deficit in accounting and financial controls, and limited 

operational capacity of OAG have pervasively undermined financial accountability over the years. 

At present, as pointed out in PEFA 2012, the failure to legislate for the independence of the OAG 

and the backlog of several years in preparation of public accounts have grossly undermined the 

capacity and performance of that Office. A legislative bill to underpin the professional as well as 

the administrative and financial autonomy of the OAG has remained in draft for several years. 

However, the more binding constraint to performance of the audit has been the legacy of several 

years of backlog in the production of complete and reconciled annual financial accounts, caused by 

problems with the functionality and use of the Integrated Financial Management Information System 

(IFMIS). Finally, the average time of parliament scrutiny of OAG reports has averaged 14 months, 

weakening the effectiveness of accountability mechanisms. Strengthening the capacity of PAC to 

perform to standard is considered critical towards strengthening demand-side governance and 

public participation. 

1.2.9  The proposed project will support the GoL with the implementation of its PFMRAP, 

focussing on addressing the above mentioned challenges. The Bank Group is among the key 

partners to have supported PFM reforms in Lesotho over the past decade. Most recently through a 

Programme Based Operation (PBO) in 2009 that accompanied some of the significant PFM reforms 

that established the regulatory framework listed above. This project will build on the previous 

results achieved, and ensure that these are sustained and implemented. The Bank Group has 

developed substantive expertise in strengthening capacity for the implementation of PFM reforms 

across the region, which it can share and use to the benefit of GoL. Addressing capacity weaknesses 

and strengthening institutional systems will be essential towards creating an environment 

favourable for the implementation of the Paris Declaration and Aid Harmonization Agenda. Future 

PBOs will be contingent upon progress demonstrated in overall PFM reforms. Furthermore, 

addressing weaknesses in procurement is critical to fostering private sector engagement and 

maximizing investments in infrastructure, which is also a targeted pillar of the CSP, and central to 

strategies for promoting inclusive growth and employment generation. 

1.3. Donors coordination 

1.3.1 Donor support across sectors is coordinated by the Ministry of Development Planning 

and is facilitated through the Development Partners Consultative Forum between donors and 

the GoL through quarterly meetings and continuous information sharing. It has contributed to better 

donor coordination, alignment and harmonization, in line with the Paris Declaration and Accra 

Agenda of Action. An overview of the sectors supported by DPs is given in appendix III. The 

NSDP was prepared in broad consultation with development partners through the DPCF. Grants 

from DPs represented 1-3% of GDP between 2003 and 2007, but have gradually increased and reached 

8.5% of GDP in 2011/12. This increase is largely due to exceptional receipts of general budget 

support and substantial drawdowns under the Millennium Challenge Account. There remains scope 
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to improve reporting of donor activity. The Government is committed to furthering aid coordination 

and management, and is in the process of formulating an aid policy.  

1.3.2 There are solid mechanisms for development partner coordination around PFM 

reforms, with the GoL’s establishment of a PFM Improvement and Reform Steering Committee 

(IRSC), which through its meetings held three times a year has contributed to assuring coordination 

and complementarity among DPs supporting the PFMRAP. A General Budget Support (GBS) 

group was also established, which has joint annual reviews and an agreed Common Performance 

Assessment Framework (CPAF). The EU currently chairs the GBS group. The last joint review was 

in February 2013. The Bank Group is a member of all these structures, and has been able to increase 

its participation through SARC, and the Bank has attended all meetings in 2012 and 2013. Reports 

from both the IRSC and GBS group are shared with DPCF as input to overall monitoring of DP 

support and progress on NSDP. 

1.3.3 As outlined in table 1.1, besides the AfDB, The World Bank and the European Commission 

have committed to supporting the implementation of the PFMRAP, each focusing on specific 

components, but with projects commencing over the coming months, which is critical due to the 

interdependence of reforms in various areas of PFM. The on-going budget support operations being 

provided by the EC and the World Bank continue to include policy actions within PFM. These 

policy actions cut across the components of the PFMRAP and ensure that the support towards 

capacity building and institutional strengthening is complemented by policy dialogue, and also 

monitored by the GBS group. Complementary policy actions include the World Bank’s 

Development Policy Operation for 2013 triggers such as: i) the establishment of the procurement 

tribunal; ii) OAG to publish reports on FY2009/10, 2010/11, and 2011/12 public accounts; and iii) 

reconciled quarterly expenditure reports produced from IFMIS. In addition the IMF through its 

Extended Credit Facility has also included structural benchmarks that are linked to the results 

targeted by the PFMRAP, including improved treasury management, accounting and reporting.  

II – PROJECT DESCRIPTION 

2.1. Project components 
2.1.1 Project Development Objective: The overarching goal is to establish efficient, effective 

and accountable systems that ensure public resources are allocated towards achieving the NSDP 

goals of inclusive and sustained growth. This will be achieved through strengthening capacities in 

key public institutions engaged in public financial management. The project will target two main 

outcomes: i) Efficient and transparent public procurement systems; ii) Enhanced accountability in 

the use of public funds. The various activities will contribute to ensuring greater value for money in 

procurements and establishing a system of checks and balances to ensure that the public resources 

are spent effectively and efficiently in line with strategic priorities of the NSDP. 

2.1.2 Project Components: The proposed project has three components: (i) Improving spending 

efficiency and transparency of procurement; (ii) Enhancing accountability in use of public funds; 

and (iii) Ensuring sound project management, including monitoring and evaluation.  Each 

component, the sub-components and the main interventions, are outlined in Table 2.1. Detailed 

description of the sub-components and activities under each of the components is presented in 

Technical Annexes B3.   
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Table 2.1: Outline of project components, sub-components and key activities 

Component Description by Sub-components 

Component 1: 

Improving 

spending 

efficiency and 

transparency of 

procurements 

 

Amount
5
:  

UA 1,220,380 

 

Sub-component 1 - Installing an Enabling Policy and Institutional Framework: Activities 

include: (i) technical support to: prepare a policy paper that articulates GoL’s vision and 

strategy for strengthening and modernizing the public procurement; develop legislation based 

on the policy; and draft regulations, code of ethics and sanctions and manual necessary for the 

operationalization of the new institutional framework; (ii) organization of workshops for 

stakeholders’ participation/consultations and validation of the policy and institutional 

framework; (iii) technical support to induct the members of the Procurement Tribunal – 

including preparation of guidelines and study tours or other similar activity needed to impart the 

members with relevant knowledge; (iv) publication and dissemination of legislation, 

regulations, manual etc. 

Sub-component 2 – Operationalization of a modern procurement system across 

Government: Activities include: (i) organization of seminars to induct all procurement as well 

as non-procurement personnel in the procurement units of MDAs on the new procurement rules 

and procedures; (ii) technical support to develop and implement the PPAD website and a 

rudimentary IT-based system
6
 for use by procurement units in record keeping and management 

of procurement information (iii) procurement of IT equipment (incl. software) required for the 

record-keeping and information system.  

Sub-component 3 – Capacity building to professionalize the public procurement function: 

Activities will include: (i) technical support and training of trainers to PPAD in the development 

and implementation of a training program for procurement officers across MDAs; (ii) technical 

support to operationalize an effective scheme of service for public procurement officers; (iii) 

organization of workshops and seminars to promote professional ethics among procurement 

personnel; and (iv) training programmes (CIPs) towards the professionalization of senior 

procurement personnel at both the PPAD and procurement units in MDAs. 

Sub-component 4 - Strengthening non-state actors (private sector, CSOs, etc) demand for 

transparency and integrity in public procurement: Interventions under this sub-component 

will be championed by the public education and outreach department of the Directorate of 

Corruption and Economic Crimes (DCEO). Activities will include organization of workshops, 

seminars and other fora in the district to create awareness and educate traders and owners of 

small and medium-size enterprises (SMEs) on: (i) the laws, regulations, procedures and formats 

for public procurement; (ii) their rights and the opportunities to lodge complaints to the 

Procurement Tribunal, or whistle-blowing through the DCEO arrangements.    

Component 2): 

Enhancing 

accountability 

in the use of 

public funds 

 

Amount:  

UA 1,204,090 

Sub-component 1 – Building the institutional, organizational and operational capacity of 

the internal audit function: Activities will include: (i) technical support/ consultancy services 

for: organisational development of the IAD, drafting of IA manual and guidelines, guidelines 

for the audit committee operations, (ii) Training to build the basic competencies of the members 

of the audit committee; and (iii) up-grade of work tools for use by internal audit personnel, 

including new IT hardware and software, and licenses for such software  

Sub-component 2 - Strengthening professional competencies and performance of internal 

audit personnel: Interventions to be supported under this sub-component will include: (i) Local 

training for development of internal audit professionals at all levels; (ii) regional training, 

especially short courses, to provide personnel with skills in performance audit, risk-based 

audits, IT audits,  forensic audit, etc., (iii) study tour on risk based audit within region 

(Botswana, SA or Rwanda); and facilitating participation in international and regional 

conferences for internal audit professionals. 

Sub-component 3 – Enhancing the institutional and operational capacity of the external 

audit function: Activities include: (i) Technical support towards the operationalization of the 

new Audit act, including the drafting of accompanying regulations and updating audit manual; 

(ii) Seminars and workshops to sensitize, educate and train audit personnel, parliamentarians, 

and other stakeholders on the new Audit Act and regulations; (iii) Production and dissemination 

of the Act, regulations and manual(s); (iv) Upgrading of work tools for use by external audit 

personnel - including new IT hardware, software, and licenses. 

                                                 
5
 Amount without contingency 

6
The potential for upgrading the rudimentary IT-based system will be explored as part of the broader e-government 

initiative, which the Bank intends to support.  
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 Sub-component 4 – Strengthening professional competencies and performance of 

external audit personnel: Activities include: (i) Development of HR strategy, 

performance management system, training plan, and training programmes; (ii) Local 

training on specialized audits, including procurement audit and performance based audits; 

(iii) Local training for general professional development of the external audit personnel; 

(iv) Regional training facilitated by AFROSAI-E in such areas as professional audit skills, 

regularity audit, performance audits, procurement audits, etc; (v) Regional training in 

management  and leadership skills; (vi) Secondments and study tours of staff to other SAIs 

so that they are knowledgeable about good international practice; and (vi) facilitating 

participation in international and regional conferences for auditors. 

Sub-component 5 – Enhancing capacity and effectiveness of the Public Accounts 

Committee (PAC) of the Parliament: The interventions to be covered under this 

component are: (i) Training and facilitating participation in SADCOPAC seminars to 

enable peer-to-peer learning for PAC members on oversight procedures and techniques; 

(ii) Technical assistance to the Committee in research and analysis. 

Component 3): 

Ensuring sound 

project management  

Amount:  

UA 325,910 

The following project management activities will be supported: (i) Basic office and IT 

equipment and software to enable start-up; (ii), In-service and specialized training 

programs in coordination, and M&E functions for the staff of the PFM Secretariat; (iii) 

Activities of M&E, and reporting progress on all components; and (iv) PEFA to be 

undertaken in 2015. 

2.2. Technical solution retained and other alternatives explored 

2.2.1 The problems and challenges of limitation of institutional and technical capacities in both 

the implementation of PFM reforms and operation of the system are well reported by the Bank 

Group, Government and other institutions. The institutional support project directly addresses these 

factors. Accordingly, the main target outputs and activities of the project are focused on capacity 

building (with particular emphasises on locally provided training) and the technical approach 

retained is a combination of: (i) technical assistance to train staff in their respective areas with key 

counterpart staff identified; (ii) on the job training; (iii) local, regional and limited overseas training 

focused on a few key areas that are essential for the development of high level technical 

qualifications and strategic leadership and management competencies; and (iv) professional 

development programs for procurement officers and internal and external auditors. The acquisition 

of goods, mainly in the form of ICT software, is limited to what is considered to be necessary to 

achieve the key target outputs of the project. 

2.2.2 The key considerations underlying the choice of the components and scope of the project 

include: (i) contributing to assuring that all components of the PFM Reform Action Plan will 

receive adequate support; (ii) selecting areas where the Bank Group has comparative advantage and 

experience from across the continent; (iii) selecting components and interventions that would 

generally be self-contained and whose implementation would not be hindered by slack progress in 

other components; and (iv) selective focus to maximise the Bank Group’s contribution. GoL and 

DPs have universally welcomed the nature and scope of the Bank Group’s support, to focus on to 

two main components of the PFMRAP, relating to procurement and accountability functions. They 

also acknowledge that these components have high strategic priority, and well complement what the 

other DPs will support within the PFMRAP.  

2.3. Project type 

2.3.1 This is a standalone Institutional Support Project focusing on improving PFM systems. This 

type of operation was selected in order to address the critical capacity building needs of the 

Government and contribute to strengthening the country systems to pave way for future program-

based operations. The Bank Group’s fiduciary risk assessment has concluded substantial fiduciary 

risk. The CSP states that while PBOs may be provided in the future, institutional support to PFM is 

required to mitigate the risks and improve the PFM environment. The final option of supporting 

PFM reforms by pooling of resources by development partners (Basket Funding) has not been 

actively pursued as an option because: (i) the development partners had considerably varying time 
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frames for entry; (ii) GoL’s capacity to coordinate is not yet sufficient. In addition, the 

implementation plan was that each DP select specific components of the PFMRAP to support 

through individual projects, which would facilitate the management and monitoring of progress on 

each component.  

2.4. Project cost and financing arrangements 

2.4.1 The estimated total cost of the project, net of taxes and duties, is UA 2,890,000. The 

Government will be providing UA 290,000 in counterpart funding to cover part of the costs of 

professionalization of procurement staff (CIPs) and the technician level professionalization of 

Internal Audit Staff (IAT). The salaries and most of the operating costs of the PFM Reform 

secretariat will also be covered by Government as in-kind contribution. Price and physical 

contingencies of 3 and 2 percent have been factored into the project cost, which is deemed 

sufficient given low price fluctuations on services and the limited procurement of goods.  Tables 2.2 

to 2.5 below present the estimated project cost by component and subcomponents, sources of 

finance, category of expenditure and year of expenditure and category. Detailed costing tables are 

presented in the Technical Annexes (Annex B2). 

Table 2.2: Project cost by component and subcomponent [amounts in thousand UA equivalents] 

  Total Cost. '000 LSL Total Cost '000 UA % 

Component Foreign Local Total Foreign Local Total Foreign 

I. Improving spending efficiency 

and transparency of 

procurements 11,527.2 7,030.2 18,557.4 758.1 462.3 1,220.4 62% 

I.1 Installing an enabling policy 

and institutional framework 2,232.1 316.1 2,548.2 146.8 20.8 167.6 88% 

I.2 Operationalisation of a modern 

procurement system across GoL 3,043.7 2,043.6 5,087.3 200.2 134.4 334.6 60% 

I.3 Capacity building to 

professionalise the public 

procurement functions 4,800.5 2,764.7 7,565.2 315.7 181.8 497.5 63% 

I.4 Strengthening non-state actors 

demand for transparency and 

integrity in public procurement 1,450.8 1,905.8 3,356.7 95.4 125.3 220.7 43% 

II. Enhancing Accountability in 

the use of public funds 13,254.0 5,043.3 18,297.4 871.6 332.5 1,204.1 72% 

II.1 Building the institutional and 

operational capacity of the 

internal audit function 1,919.6 859.4 2,779.0 126.2 57.3 183.6 69% 

II.2 Strengthening professional 

competencies and performance of 

internal audit personnel 4,771.3 25.9 4,797.1 313.8 1.7 315.5 99% 

II.3 Enhancing the institutional 

and operational capacity of the 

external audit function 1,894.7 637.6 2,532.3 124.6 41.9 166.5 75% 

II.4 Strengthening professional 

competencies and performance of 

external audit personnel 2,741.9 2,386.0 5,127.9 180.3 156.9 337.2 53% 

II.5 Enhancing capacity and 

effectiveness of the Public 

Accounts Committee (PAC)  1,926.6 1,134.5 3,061.1 126.7 74.6 201.3 63% 

III. Project Management 1,907.4 3,078.9 4,986.3 125.4 202.5 327.9 38% 

TOTAL BASE COST 26,688.6 15,152.4 41,841.0 1,755.1 997.3 2,752.4 64% 

Physical contingency 2% 533.8 303.0 836.8 35.1 19.9 55.0 64% 

Price contingency  3% 800.7 454.6 1,255.2 52.7 29.9 82.6 64% 

TOTAL PROJECT COST 28,023.0 15,910.1 43,933.1 1,842.9 1,047.1 2,890.0 64% 

Note: Exchange rates are provided in the introduction of this report (page (i)).  
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Table 2.3: Sources of financing [amounts in thousand UA equivalents] 

Sources 

TOTAL COST '000 UA % TOTAL 

Foreign Local Total Foreign Local Total 

ADF 1,806.09 793.91 2,600.00 98% 76% 90% 

Kingdom of Lesotho 36.78 253.22 290.00 2% 24% 10% 

Total Project Cost (incl. contingency) 1,842.87 1,047.13 2,890.00 

 

- 

  
Table 2.4: Expenditure schedule by component [amounts in thousand UA equivalents] 

 

COMPONENT 2014 2015 2016 Total 

I. Improving spending efficiency and transparency of 

procurement 
689.44 412.65 179.31 1,281.40 

II. Enhancing accountability in the use of public funds 711.43 325.60 227.26 1,264.29 

III. Project Management 108.56 159.91 75.84 344.31 

  Total Project Cost (incl. contingency) 1,509.43 898.17 482.41 2,890.00 

 

Table 2.5: Project cost by category of expenditure [amounts in thousand UA equivalents] 

Codes Expenditure Account Foreign Local Total %Foreign 

A. Goods 9.84 104.66 114.50 8.60 

B. Services 1,672.91 563.59 2,236.50 74.80 

C. Operating Costs 72.37 329.02 401.39 18.03 

  Total Base Cost 1,755.11 997.27 2,752.38 63.77 

  Physical Contingency 2% 35.10 19.95 55.05 

   Price Contingency  3% 52.65 29.92 82.57 

   Total Project Cost 1,842.87 1,047.13 2,890.00 63.77 

 

2.5. Project’s target area and population  

2.5.1 The direct beneficiaries of this project will be the Ministry of Finance, The Office of the 

Auditor General (OAG) (80 women; 34 men), the Public Account Committee (PAC) (25 members 

(5 women and 20 men), 1 clerk) and the Directorate of Corruption and Economic Offences (DCEO) 

(staff (3 men, 2 women)) of the Prevention and Education Department. Within the Ministry of 

Finance the beneficiaries will include the Procurement Policy and Advisory Division (PPAD) (7 

men, 2 women), the Internal Audit Department (IAD) (35 women; 12 men) and the PFM Reform 

Secretariat (6 staff). The project will also benefit Government officials from across the 23 

ministries, in particular internal auditors and procurement officers (approx. 54 women; 46 men) that 

will benefit from the various trainings and outreach activities. The work with the PPAD and the 

DCEO will also directly target and benefit the general public and private sector actors, particularly 

small and micro businesses through sensitization and outreach activities at the district level (aim to 

reach min. 300 SMEs, of which 50% women led). Indirect beneficiaries will include the broader 

population of Lesotho through improved procurement and scrutiny of public expenditure, which 

should help to ensure that public resources are allocated and used in the efficient and effective 

delivery of public services.  

2.6. Participatory process for project identification, design and implementation 

2.6.1 The demand for this project and the suggested areas to be supported was identified as part of 

the broad consultations undertaken during the project completion report mission for the previous 

PBO, as well as the CSP missions. On-going consultations and discussions on the needs within 

PFM have been enabled through the Bank Group’s participation in various coordination meetings 

(IRSC, DPCF and GBS). During the preparation and appraisal missions of May and July 2013, 

consultations were organized with a wide range of stakeholders from within and outside 

Government, including with development partners to ensure consistency and coordination with 
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other initiatives. Working sessions were organized with each of the main beneficiaries to discuss the 

challenges and determine the specific areas of intervention. A general briefing meeting with all the 

beneficiaries was organised to develop the results framework and share lessons to inform design. 

Areas covered included need to ensure a sustainable approach to capacity building and address the 

risk of high turnover of skilled staff. Beneficiaries clearly requested that future TA should ensure 

adequate on-the-job training and skills transfer. There was also an interest in supporting the 

development of in-house training programmes and materials. 

2.6.2 As the operation will provide substantial support to human resource (HR) capacity building 

discussions were also held with Ministry of Public Service on ensuring the complementarity of HR 

development strategies and training plans with the Governments overall HR management strategy, 

including progress on development of schemes of service as well as policy and administrative 

measures to improve retention of technical and professional personnel in the public service. The 

team was assured that these issues are receiving attention. Discussions with stakeholders such as the 

NGO umbrella organization, the Private Sector Foundation and Lesotho Chamber of Commerce and 

Industry, gave light to the critical issues of corruption around procurement and the need for greater 

transparency in PFM, and their demand to be involved in the PFM reforms and in accountability 

mechanisms. In response a subcomponent has been included under component I dedicated to 

addressing these concerns and interests. Thus, during implementation, the institutional mechanisms 

and the project activities (such as the work with the Procurement Tribunal, the DCEO and PAC) 

will contribute to ensuring greater participation of non-state actors in PFM reforms, giving them 

opportunity to provide feedback and inputs on progress. More detail in Technical Annex B6. 

2.7. Bank Group experience, lessons reflected in project design 

2.7.1 The performance of the Bank Group portfolio in Lesotho is rated as highly satisfactory. 
Currently there are three on-going operations (energy, water and education) in the Bank Group 

portfolio in Lesotho, with a total approved amount of approx. UA 19.9 million, and all of these are 

in last stages of completion. The average project size is UA 6.63 million, the average age is 5.6 

years with cumulative disbursement rate of 83% as at 19
th 

July 2013. Implementation problems 

have been frequent in Lesotho, due to capacity constraints in particular in the areas of procurement 

and reporting. The establishment of SARC continues to enhance dialogue and improve the quality 

of portfolio management and donor coordination. 

2.7.2 Previous Bank Operations in the Governance Sector include an Institutional Support to 

Ministry of Finance and Development Planning (MFDP) and Ministry of Public Works and 

Transport (MPWT) Project (2004), focused on strengthening planning and budgeting processes, and 

the Poverty Reduction Support Program (PRSP) Program Based Operation (PBO) (2009), focused 

on implementing reforms across PFM. The outcomes achieved were mixed. Improvements were 

achieved in areas such as planning and budgeting, with the earlier project contributing to training a 

significant cadre within GoL in these areas, and supporting the transition to Medium Term 

Expenditure Framework (MTEF). The PBO supported important policy actions, including the 

approval of the PFM and Accountability Act (2011), less progress was achieved in the areas of 

procurement; financial reporting, audit and external scrutiny. The Project Completion Report for the 

PRSP highlighted capacity constraints, and insufficient coordination and leadership as factors 

hindering progress.  These challenges were reiterated in the CSP completion report, which identifies 

the institutional capacity needs and recommends that the Bank should also collaborate closely with 

other development partners to address weaknesses in the PFM environment to pave the way for 

increased use of country systems in future lending activities.  

2.7.3 The design of this proposed project has benefited from the experience and lessons from 

previous Bank Group operations within Lesotho and the continent, review of numerous analytical 

reports and discussions with development partners and beneficiaries. The critical lessons are 

summarized below:  
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Table 2.6 lessons Learned from previous operations and analysis 

Lessons Learned Actions taken to integrate lessons into the project 

1. Need for sufficient ownership 

and political support to maintain 

momentum on reform. 

The proposed project supports the GoL owned and donor endorsed PFM 

Reform Action plan (PFMRAP), and applies the indicators and targets set by 

Government in the PFMRAP and NSDP. The Government has committed 

UA 0.29 mill, equivalent to 10% of project cost.  

2.Importance of adequate 

management, coordination and 

monitoring of the reform plan 

The GoL has established the PFM Reform secretariat, which will receive 

support, including technical assistance through the EC. As the EC project 

funds will not be available at the time of the ISEP implementation launch, 

the AfDB will provide funds for the start-up costs and will also contribute to 

review and monitoring of progress through PEFA.  

3.A broadened and sustainable 

approach to capacity building to 

extend beyond Ministry of 

Finance  

Training and sensitization activities have been included to expand across 

GoL to ensure the internal audit staff and procurement officers across GoL 

capacity are strengthened. In addition the roles of TAs will be clearly defined 

in the ToR and contracts to include on-the-job training and skills transfer. 
Emphasis will also be given to partnering with national training institutes and 

building networks within the region, such as with AFROSAI, SADCOPAC, 

and IIA-SA for the provision of regional training and to facilitate twinning 

arrangements. Local training institutes have been identified for the delivery 

of specific training. The TA personnel will work with the local training 

institutes to tailor programs relevant to the public sector.  

4. Realistic prioritization and 

sequencing of activities- ensuring 

a sound, basic systems and 

procedures are in place  before 

embarking on more ambitious 

reforms 

Prior to the appraisal mission GoL was contemplating implementing an e-

procurement system. During appraisal it was agreed that this would be pre-

mature given the need to ensure: basic procurement functions worked to 

satisfactory standards; staff have the basic functional competencies before 

they are challenged with state of art applications; and synchronization of 

implementation with the planned development with the e-Government 

project that the AfDB is sponsoring.  

5. Attention to implementation 

arrangements including adequate 

staffing of project implementation 

unit; and clear communication on 

monitoring, supervision and 

reporting arrangements. This is 

critical given past implementation 

challenges for AfDB projects in 

Lesotho 

The full staffing of the PFM reform secretariat in particular the nomination 

of an accountant and procurement officer has been included as a condition 

for disbursement. During PAR mission the beneficiaries of the project were 

briefed on the monitoring and reporting arrangements and the Bank’s 

supervision. It was also agreed that these would be aligned with other DPs 

and coordinated through the PFM secretariat. Given past implementation 

challenges in Lesotho, the Bank will ensure that adequate support is provided 

during supervision, including through inclusion of procurement or financial 

management experts as part of AfDB mission teams, if and when required.  

2.8. Key performance indicators  
2.8.1 The key performance indicators are presented in the results-based logical framework (Page v) 

and a selection in the table below. Progress will be measured on a regular basis through a variety of 

means including: regular Bank supervision missions; submission of quarterly progress reports from 

component leaders; and review of the minutes of the IRSC. The performance indicators selected at 

the outcome level are aligned with the indicators in the PFMRAP, which are selected PEFA 

indicators. A PEFA will be conducted in 2015, which will enable the measuring of progress towards 

meeting the targets at the outcome level.  
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Table 2.7 Selected Performance Indicators 

Output level 

 145 procurement and audit personnel have attained certified qualifications within their fields by 2016 

 All tenders and contracts are actively publicised on website by 2016 

 Internal Audit coverage expanded from 14 Ministries and State departments and agencies to 23. 

 External Audit coverage of Government expenditure expanded  from 43% to 50% by 2016/17 

Outcome level 

 PEFA score PI-19 increase from D in 2012 to C by 2015 

 PEFA score PI-21 increase from D+ to C by 2015 

 PEFA score PI- 26 increase from D to C by 2015 

Impact level 

 HDI increases from 0.46 (2012) to 0.479 by 2016 

 Improved sub-component indexes of the Mo Ibrahim Index, including safety and law and sustainable 

economic development from 68.9 and 55.1 in 2011 to 29 and 58 by 2016 

 GNI per capita increase from USD 1220 in 2011 to USD 1512 by 2016 

III – PROJECT FEASIBILITY 

3.1. Economic and financial performance 
This is an institutional capacity building project, therefore analysis in terms of economic rate of 

return does not apply. While the costs are quantifiable (see section 2.4), the benefits are indirect, 

and ultimately achieved through the better performance of public financial management institutions. 

It has been estimated that public procurement in developing countries accounts for between 40-60% 

of total Government expenditures. It is therefore clear that by improving competitiveness and value 

for money in procurement, as well as strengthening the accountability and scrutiny functions, the 

Government should expect to achieve greater spending efficiency as well as improved quality of 

service delivery.  

3.2. Environmental and Social impacts 
3.2.1 Environment/ Climate Change: The project will not have a negative impact on the 

environment or climate change. The proposed project is environmentally classified as category 3 in 

accordance with Bank Group’s safeguards policy. In addition the training packages envisaged for 

the Office of the External Auditor include special trainings on environment audits. Approximately 

90 auditors will be trained on conducting environment audits and it will be expected that the OAG 

shall produce its first environment audits during the course of the project; currently OAG 

outsources such audit to private auditors. Environment audits are important in determining the level 

of compliance with national safeguard and environment policies and regulations, and ensuring that 

GoL is accountable for their implementation.  

3.2.2 Gender: Lesotho is the highest ranked African country with regards gender equality
7
. Women 

are highly present in the economy, dominating the formal MSME, informal sector and garment 

manufacturing, meanwhile their incomes are generally lower than men, and they remain 

economically disadvantaged by unequal access to property and finance. The project will improve 

gender outcomes in the area of human resource development. All trainings will endeavor to have 

gender balance to ensure that all GoL employees, men and women benefit from the capacity 

building efforts of the project. The outreach and education activities that will be aimed at small and 

micro enterprises to engage more effectively in procurement, will ensure to equally target women 

and men entrepreneurs that are actively engaged in the businesses of supplying GoL. The senior 

management of both the internal audit and external audit functions are women (approx. 10 staff). 

These women will benefit from leadership and management training, which will further enhance 

their ability to lead and position themselves to engage in decision making fora, setting a positive 

and encouraging example to other women within and outside Government. This is in line with 

                                                 
7
 2012 Global Gender Gap Report 
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Lesotho’s current Gender policy, which aims to enhance women’s positioning in leadership and 

decision-making positions. 

3.2.3 Social: In enhancing PFM systems the project will contribute toward ensuring that public 

resources are allocated for enhanced service delivery towards meeting the objectives of the NSDP, 

which aims at achieving sustained and inclusive growth towards increasing employment and 

reducing poverty; all of which are critical challenges facing Lesotho. Impact targets set for the 

project include improving Human Development Index and GNI per capita. Demand-side 

governance will also be enhanced, through ensuring greater transparency and external information 

sharing on public expenditures and procurements and strengthening the capacity of Parliament. This 

will enable the public to better engage in public affairs.  

3.2.4 Private Sector: Enhancing procurement systems within GoL is critical towards promoting 

competitiveness, and increasing opportunities for private sector engagement. In addition, improved 

governance in the management of public finances, including stemming opportunities for corruption, 

will improve confidence of the private sector to invest in Lesotho and contribute to diversifying the 

economy. 

IV – IMPLEMENTATION 

4.1. Implementation arrangements  
4.1.1 Executing Agency:  The Ministry of Finance (MoF) will be the executing agency. The PFM 

Reform Secretariat (PRS) within the Planning Unit of the Ministry of Finance will oversee the 

project implementation. The PRS led by a PFM Reform Coordinator will coordinate and manage 

the implementation of all project activities including those pertaining to; procurement, 

disbursement, financial management and program monitoring & evaluation and is directly 

accountable to the PFM Improvement and Reform Steering Committee (IRSC) and to the Principal 

Secretary of MoF. The project will be implemented across six beneficiary entities including: The 

Procurement Policy and Advisory Division (PPAD); The Directorate on Corruption and Economic 

Offences (DCEO); the Internal Audit Department (IAD); The Office of the Auditor General (OAG); 

the Public Accounts Committee (PAC) and the PFM Reform Secretariat (PRS). Component leaders 

have been assigned to each component of the PFMRAP, and they shall be responsible for 

coordinating activities within their components and reporting to the PRS and the IRSC. The IRSC, 

chaired by the Principal Secretary, MoF, with representation from MoF, key MDAs, including the 

beneficiary departments, and key DPs will provide strategic policy guidance and oversight. The 

IRSC will review progress on the project and components of the PFMRAP against set benchmarks 

during its meetings held three times a year. The PFM Reform Coordinator, as the head of the PRS, 

will be the Secretary to IRSC and oversee the day to day management of the PFMRAP. (See 

detailed implementation arrangements in technical annex B3) 

4.2. Financial management, disbursement and audit 
4.2.1 The PFM Reform Secretariat will handle the project’s financial management. The 

overall and direct responsibility for accounting and financial management (including budgeting, 

accounting, payments, internal controls, transaction processing and quarterly and annual financial 

reporting) rests with the dedicated Project Accountant who will be supported by two finance and 

administrative assistants. The Fiduciary Management assessment of the Secretariat’s capacity to 

implement the project revealed weak capacity which GoL is currently addressing (notably (i) 

ensuring the existence of a dedicated project accountant with the requisite qualification and 

experience in donor projects and acceptable to the Fund, (ii) the preparation of a financial 

management procedures manual as part of the Project Implementation Manual, acceptable to the 

Fund, and (iii) the procurement and installation of a simplified stand-alone off-the-shelf accounting 

software to record and process project’s financial transaction). The Project Accountant, with the 

support of other accounting staff will process all project financial transactions in line with GoL 

payment approval procedures. In accordance with the Fund’s financial reporting and audit 
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requirements, the project will be required to prepare and submit to the Bank Interim Quarterly 

Progress Report (IQPR) not later than 30 days after the end of each calendar quarter. Reporting 

requirements will be aligned with those of other donors (particularly, the World Bank and EU) 

supporting the implementation PFM Action plan to reduce the burden of reporting on the 

Secretariat.  

4.2.2 Disbursements under the project will be in accordance with rules and procedures as 

set out in the Bank’s disbursement handbook. This will include (i) Direct Payment, and (ii) 

Special Account (SA) and (iii) Reimbursement methods.  The Special Account method will be used 

for smaller local eligible operating cost payments whereas the direct payment method will be used 

for larger (goods and services) contracts to be agreed under the financing agreement. One foreign 

currency denominated Special Accounts (SA) for the ADF Grant would be opened in the Central 

Bank of Lesotho (CBL); and a respective sub-local currency account in Maloti/Rand will be opened 

in a local commercial Bank in Maseru, and acceptable to the Bank to be operated by the PFM 

Reform Secretariat. Preparation of withdrawal applications and justification of funds into the SA, as 

well as documentations for all direct payments would be the responsibility of the dedicated project 

accountant following Bank requirements.  

4.2.3 The GoL’s contribution covers 10% of the total project costs and will include both cash 

(for payment of tuition fees for both CIPS and IIA) and in-kind contributions (in a form of office 

space, project counterpart staff and utilitiesetc.). No separate bank account will be opened for 

counterpart contributions. As per the Treasury directives, all project requiring GoL cash counterpart 

contributions are to access the funds (on invoice basis) from the GoL counterpart pool fund within 

the Treasury (MoF). Consequently, the PFM Reform Secretariat will prepare and submit to the 

Treasury, a comprehensive budget of all activities to be funded using counterpart cash contribution; 

and will further process and submit individual invoices eligible for financing to the Treasury as they 

fall due. 

4.2.4 Annual audited financial statements, including the auditor’s opinion and management 

letter will be submitted to the Bank not later than six (6) months after the end of each fiscal 

year. A separate audit opinion will be issued with respect to project Financial Statements, 

Statement of Expenditures and internal controls environment. Given that the Office of the Auditor 

General will be a direct beneficiary, as well as leading the implementation of one of the sub-project 

components, it was agreed with the OAG and GoL for the audit of the Project to be subcontracted to 

an independent private audit firm to be procured through short-lists using the Bank rules and 

procedures. The cost of audit will be financed from the Grant. Detailed financial management, 

disbursement and auditing arrangements are included in Annex B.4 of Technical Annexes.  

4.3 Procurement Arrangements 
4.3.1 The main findings and conclusions of the Banks National Competitive Bidding Assessment 

Report, 2011 for the Kingdom of Lesotho, reveals that the public procurements system are not in 

conformity with international best practice and up to acceptable standards. This project will directly 

contribute to addressing the actions proposed in the principal action plan for the improvement of 

national procurement procedures in the report. Meanwhile, all procurement of goods and works and 

acquisition of consulting service financed by the Bank will be in accordance with the Bank’s Rules 

and Procedures for Procurement of Goods and Works (May 2008 edition, revised 2012) or as 

appropriate, Rules and Procedures for the Use of Consultants, using the relevant Bank Standard 

Bidding Documents. The procurement officer within the PFM secretariat will ensure that Bank 

procurement rules and procedures are adhered to and used for the implementation of all project 

activities. A procurement plan, detailing each contract to be financed by the grant and the 

procurement methods is presented in Technical Annex B5. 
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Table 4.1: Summary of Procurement Arrangements (UA ‘000) 

No. Category NCB Shortlist Others NBF Total 

1.0 Goods     120,220.00 

1.1 IT Equipment 104.72 

(104.72) 

   104.72 (104.72) 

1.2 Office Equipment   12.26 

(12.26) 

 12.26 (12.26) 

1.3 Other Equipment   1.82 

(1.82) 

 1.82 (1.82) 

2.0 Consulting Services & Training     2,348,320.00 

2.1 Project Consultancies (TA)  1,298.06 

(1,298.06) 

  1,298.06 

(1,298.06) 

2.2 Project Audit  40.00 

(40.00) 

  40.00 (40.00) 

2.3 Other Services   86.10 

(86.10) 

  86.10 (86.10) 

2.4 Training   924.16 

(799.85) 

 924.16 (799.85) 

3.0 Operating Costs     421,460.00 

3.1 Office space & utilities + Others   259.56 

(259.56) 

 259.56 (259.56) 

3.2 Salaries of Local Staff    169.99( 0) 161.90 (0) 

 TOTAL 104.72 

(104.72) 

1,385.84 

(1,385.84) 

1,241.18 

(1,121.17) 

169.99 

(0.0) 

2,890.00 

(2,600.00) 

Figures in brackets are amounts financed by ADF; “Others” denote: Limited International Bidding, Shopping, Direct 

Negotiations, etc; 

4.4. Monitoring and Evaluation 
4.2.1 Given the challenges experienced on past projects in Lesotho, the Bank shall undertake 

supervision missions at least twice a year, which shall be supported by relevant experts from its 

field offices in the region. These will be planned to coincide with the IRSC PFM coordination 

meetings, in which the Bank shall also participate. The PFM Reform secretariat, which will include 

one staff dedicated to monitoring and evaluation, will monitor progress on the project and submit 

quarterly progress reports (QPRs) on the physical and financial implementation of the project. The 

component leaders/ beneficiary institutions are expected to submit QPRs on the implementation of 

their components to the PFM secretariat as inputs to the consolidated QPR to be submitted to the 

Bank. The PFM secretariat shall also be monitoring the overall PFM Reform Action Plan; an M&E 

system shall be developed to enable the tracking of results and progress at activity, output and 

outcome levels. The information gathered will be consolidated in a yearly report for the DPs 

providing support. The EC shall be providing technical assistance to support this work, and the 

Banks project has also allocated funds towards facilitating monitoring and evaluation activities, 

including the preparation of a PEFA report by 2015- which will coincide with the mid-term review 

of the Action Plan.  

Table 4.2 Implementation Schedule 

Timeframe Milestone Monitoring process / feedback loop 

October 2013 Board Approval Board Resolution/ Letter to GoL 

November 2013 Effectiveness Bank 

December 2013 Project Launch Bank/ GoL 

December 2013 General/ Specific 

procurement 

UN development Business Notices/ 

National Papers 

First and second quarters 2014 Procurement of goods and 

services 

GoL 

March 2014-December 2016 Training of staff Bank/ GoL 

End of each quarter starting 

December 2013 to December 2016 

Quarterly progress reports GoL/ Bank 

Fourth quarter 2015 Mid-term review/ PEFA Bank 

March 2017 Project Completion report Bank/ GoL 
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4.5. Governance 
Robust governance arrangements have been put in place to manage the implementation, monitoring, 

review and audit of this project, as outlined in sections 4.1 and 4.2 above. The risks to project 

governance arise in procurement decisions, use of project assets and selection of persons to attend 

overseas training and capacity building. Risks will be mitigated through the preparation of detailed 

procurement plans, and training plans that demonstrate robust processes for contractors and 

participant selection. Training will be provided to all the PFM secretariat staff and component 

leaders from the beneficiary institutions to ensure that they are fully aware of the Banks 

requirements and regulations. The Banks regional office in South Africa (SARC) will enable 

adequate and timely support to implementation, as well as participation in coordination 

mechanisms. 

4.6. Sustainability  
4.4.1 Careful consideration has been given to addressing sustainability of interventions during the 

project appraisal, in particular as some of the main lessons from past support to PFM reforms are 

related to assuring sustainable approaches to capacity building.  Particular project design features 

that are geared to enhancing the sustainability of the interventions include: 

- Ensuring reliable supply and retention of a critical mass of technical and professional personnel, 

through strengthening national training programs in the areas of procurement, internal audit and 

external audit; and supporting the development of schemes of service for the staff within these 

areas giving them opportunities for career advancement within Government, which should 

significantly enhance their retention.  

- Developing instruments that will sustain systems and capacity improvements beyond the 

lifespan of the project, such as: procedural manuals (for procurement, internal audit and external 

audit), standard bidding documents, and training materials. 

- Developing and supporting partnerships with regional and local institutions for capacity 

building, to ensure: (i) staff can gain knowledge of comparative practises and the same time 

commit to regional standard of professional standards; and (ii) support can be provided in cost-

effective way after project completion.  

- Government cost sharing in the training programs for technical and professional development of 

staff in the procurement and accounting fields during the project period, as certain staff will not 

complete full certification within the project lifespan. GoL will therefore continue to ensure 

budget allocation towards professionalization.  

- Strengthening capacity of PAC, and thereby Parliament, to effectively  perform its constitutional 

duties, which entail  holding Government to account for use of resources as well progress in 

overall public financial management, including demanding value for money, integrity and 

timely audited reports.  

- Engaging non-state actors in the PFM reforms around procurement, as important stakeholder in 

monitoring compliance with laws and regulations and demanding for transparency and open 

competition in procurements.  

4.7. Risk management 
Risk Level Mitigation 

Global economic recession 

impact on SACU revenues 

and FDI, resulting in 

macroeconomic and fiscal 

instability, and loss of focus 

on fundamental reforms 

Moderate GoL has already embarked on important fiscal consolidation policy and 

pursuing important reforms, including in area such as resource 

mobilisation and debt management. GoL is also benefitting from IMF 

Extended Credit Facility (ECF). PFM reforms will support fiscal 

consolidation and enable more effective management of any emerging 

fiscal challenges.  

Insufficient commitment to 

PFM reforms by the top 

leadership of  GoL. 

Moderate The NSDP underscores need for PFM reform and the PFMRAP is in 

response to this. Timely support shall be provided to implementing the 

PFMRAP through DP programs. This will be further supported by 

sustained policy dialogue (WB and EU budget support/ IMF ECF). The 

IMF ECF includes performance benchmarks which focus on the PFM 

Reform Action Plan 
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Delay of enactment  of the 

Audit Bill 

Moderate GOL has committed to progress this legislation in its policy statement 

in support of the IMF ECF, and the audit bill is being worked on for 

tabling before Parliament for enactment by end 2013. IRSC closely 

monitoring progress.  

Inertia and limited capacity of   

implementing department or 

agency result in delays and 

gaps in the management, 

monitoring and reporting of 

the implementation   

High DPs are providing capacity building support to the entire PFM Reform 

Action plan, which has strengthened coordination. There is an active 

M&E framework for the PFMRAP under MoF with the establishment 

of the PFM reform secretariat and the IRSC. Regular supervision and 

participation in IRSC and DPCF meetings will be enabled through 

SARC.  

High staff turnover of 

qualified technical and 

professional staff in the 

functional areas of project 

support arising from career 

stagnation and low pay  

 High There is a pipeline of staff going through various stages of technical 

and professional training in procurement, internal audit, external audit 

and accounting in general. Work is also underway to develop schemes 

of service that facilitate long term career advancement within 

procurement and audit professions in the public service. The Ministry 

of Public Service has planned to develop a public service retention 

policy to support staff career development and retention.  

4.8. Knowledge building 
4.8.1 The ISEP will build knowledge and develop skills within the areas of public procurement 

and accountability. Through the support provided, it is expected that the Government shall be able 

to prepare a wide range of products that will provide useful analysis and enhance knowledge on 

local PFM issues as a whole. This will particularly be the case from building the skills and capacity 

to develop higher quality and larger number of standard, as well as specialised internal audit 

reports, procurement performance assessments, standard and specialised external audits and PAC 

reports. The various manuals and training plans and materials that will be developed will also 

contribute to ensuring continuous knowledge building and development within the procurement and 

audit functions in Lesotho.   

4.8.2 By strengthening regional partnerships and networks, such as AFROSAI-E,  SADCOPAC 

and IIA-SA the project will provide the opportunity for the beneficiaries to share experience beyond 

Lesotho and potentially serve as best practices and models for other countries within the continent. 

The results of the project and overall PFM reforms will be closely monitored and captured through 

the reporting structures that will be established. The PEFA planned for 2015, will be publicised and 

made available globally and is therefore an important input to informing future analysis, not only in 

Lesotho, but across the globe on PFM reforms in general.   

V – LEGAL INSTRUMENTS AND AUTHORITY 

5.1. Legal instrument  

5.1.1 A Protocol of Agreement between the Kingdom of Lesotho and the African Development 

Fund for a grant of UA 2.6 million.  

 

5.2. Conditions associated with Bank’s intervention 

5.2.1 Entry into Force of the Grant Protocol Agreement: 

The Protocol of Agreement will enter into force upon its signature by the Kingdom of Lesotho and 

the African Development Fund.  

5.2.2 Conditions Precedent to First Disbursement of the Grant: 

The obligation of the Fund to make the first disbursement of the Grant shall be conditional upon the 

entry into force of the Protocol of Agreement and the fulfilment by the Recipient of the following 

conditions: 

i. Evidence of having opened:  (a) a foreign currency denominated special account in the Central 

Bank of Lesotho to receive the Grant proceeds, and (b) a local currency account in Lesotho 

Maloti or South African Rand in a bank acceptable to the Fund.  
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ii. Evidence of the establishment of the PFM Reform Secretariat (PRS) and the staffing of the PRS 

with a program coordinator (head of the PRS), procurement officer, an accountant, with terms 

of reference, qualifications and experience acceptable to the Fund.   

5.2.3 Other Conditions: 

Within three (3) months of entry into force of the Protocol of Agreement, the Recipient shall submit 

to the Fund implementation guidelines, in form and substance satisfactory to the Fund, setting out 

the working arrangements with regard to implementation of the Project among the Executing 

Agency, the PFM Reform Secretariat and the beneficiary entities.   

 

5.3. Compliance with Bank Policies 

5.3.1 This project complied with all applicable Bank policies.  

VI – RECOMMENDATION 

Management recommends that the Board of Directors approve the proposed grant of UA 2.6 million 

to the Government of the Kingdom of Lesotho for the purposes and subject to the conditions stipulated 

in this report. 



 

I 

 

Appendix I.  Country’s comparative socio-economic indicators 

Year Lesotho Africa

Develo-     

ping         

Countries

Develo-       

ped  

Countries

Basic Indicators

Area ( '000 Km²) 2011 30 30,323 98,458 35,811
Total Population (millions) 2012 2.2 1,070.1 5,807.6 1,244.6
Urban Population (% of Total) 2012 28.4 40.8 46.0 75.7
Population Density  (per Km²) 2012 72.3 34.5 70.0 23.4
GNI per Capita (US $) 2011 1 220 1 609 3 304 38 657
Labor Force Participation - Total (%) 2012 39.9 37.8 68.7 71.7
Labor Force Participation - Female (%) 2012 45.3 42.5 39.1 43.9
Gender -Related Dev elopment Index  Value 2007-2011 0.509 0.502 0.694 0.911
Human Dev elop. Index  (Rank among 186 countries) 2012 158 ... ... ...
Popul. Liv ing Below  $ 1.25 a  Day  (% of Population)2003-2011 43.4 40.0 22.4 ...

Demographic Indicators

Population Grow th Rate   - Total (%) 2012 1.0 2.3 1.3 0.3
Population Grow th Rate   - Urban (%) 2012 3.7 3.4 2.3 0.7
Population < 15 y ears  (%) 2012 36.6 40.0 28.5 16.6
Population >= 65 y ears  (%) 2012 4.3 3.6 6.0 16.5
Dependency  Ratio (%) 2012 69.1 77.3 52.5 49.3
Sex  Ratio (per 100 female) 2012 97.4 100.0 103.4 94.7
Female Population 15-49 y ears (% of total population) 2012 25.7 49.8 53.2 45.5
Life Ex pectancy  at Birth - Total (y ears) 2012 48.7 58.1 67.3 77.9
Life Ex pectancy  at Birth - Female (y ears) 2012 47.7 59.1 69.2 81.2
Crude Birth Rate (per 1,000) 2012 27.2 33.3 20.9 11.4
Crude Death Rate (per 1,000) 2012 15.2 10.9 7.8 10.1
Infant Mortality  Rate (per 1,000) 2012 63.8 71.4 46.4 6.0
Child Mortality  Rate (per 1,000) 2012 92.1 111.3 66.7 7.8
Total Fertility  Rate (per w oman) 2012 3.1 4.2 2.6 1.7
Maternal Mortality  Rate (per 100,000) 2010 620.0 417.8 230.0 13.7
Women Using Contraception (%) 2012 49.9 31.6 62.4 71.4

Health & Nutrition Indicators

Phy sicians (per 100,000 people) 2003-2010 5.0 49.2 112.2 276.2
Nurses (per 100,000 people)* 2003-2009 62.0 134.7 187.6 730.7
Births attended by  Trained Health Personnel (%) 2009-2010 61.5 53.7 65.4 ...
Access to Safe Water (% of Population) 2010 78.0 67.3 86.4 99.5
Access to Health Serv ices (% of Population) 2000 80.0 65.2 80.0 100.0
Access to Sanitation (% of Population) 2010 26.0 39.8 56.2 99.9
Percent. of Adults (aged 15-49) Liv ing w ith HIV/AIDS 2011 23.3 4.6 0.9 0.4
Incidence of Tuberculosis (per 100,000) 2011 632.0 234.6 146.0 14.0
Child Immunization Against Tuberculosis (%) 2011 95.0 81.6 83.9 95.4
Child Immunization Against Measles (%) 2011 85.0 76.5 83.7 93.0
Underw eight Children (% of children under 5 y ears) 2010-2011 13.5 19.8 17.4 1.7
Daily  Calorie Supply  per Capita 2009 2 371 2 481 2 675 3 285
Public Ex penditure on Health (as % of GDP) 2010 11.8 5.9 2.9 8.2

Education Indicators

 Gross Enrolment Ratio (%)

      Primary  School       -   Total 2010-2012 102.4 101.9 103.1 106.6
      Primary  School       -   Female 2010-2012 100.7 98.4 105.1 102.8
      Secondary  School  -   Total 2010-2012 49.2 42.3 66.3 101.5
      Secondary  School  -   Female 2010-2012 57.4 38.5 65.0 101.4
Primary  School Female Teaching Staff (% of Total) 2010-2011 76.9 43.2 58.6 80.0
Adult literacy  Rate - Total (%) 2010 89.6 67.0 80.8 98.3
Adult literacy  Rate - Male (%) 2010 83.3 75.8 86.4 98.7
Adult literacy  Rate - Female (%) 2010 95.6 58.4 75.5 97.9
Percentage of GDP Spent on Education 2008 13.0 5.3 3.9 5.2

Environmental  Indicators

Land Use (Arable Land as % of Total Land Area) 2011 10.1 7.6 10.7 10.8
Annual Rate of Deforestation (%) 2000-2009 0.6 0.4 -0.2
Forest (As % of Land Area) 2011 1.5 23.0 28.7 40.4
Per Capita CO2 Emissions (metric tons) 2009 … 1.2 3.1 11.4

Sources  :  AfDB Statistics Department Databases;  World Bank: World Development Indicators; last update :

UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports.

Note  :    n.a. : Not  Applicable ;  … : Data Not Available.
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Appendix II. Table of ADB’s portfolio in the country 
 

 

Status of Bank Group Activities in Lesotho as of 19 July 2013 

 

   Source: The African Development Bank. 
      

 

Project Name Window Approval Date 
Disburse 

Deadline 

Amount 

Approved 

(UA) 

Amount 

Disbursed (UA) 

Disbursed 

Rate 

(%) 

Outstanding 

Implementation Issues 

Assessment of 

Implementation 

performance 

(Traffic Lights) 

1 

RWSS Strategic Investment 

Plan 
AWF 11.05.07 31.05.13 347,003.19 277,959.15 80.05 

The project is completed. It is 

now being closed.  

 

2 

Electricity Supply Project 

ADF 

(loan) 
04.02.09 31.12.13 8,900,000 8,417,699.26 94.58 

The project is at completion 

stage. The distribution network 

contract (about 70% of cost) 
has been completed. Overall, 

80% of the project has been 

achieved as of the October 
2012 supervision mission.  

Also, some amendments were 

made to the loan amount for 

the goods category. Two 

components are outstanding. 

The project was never audited. 
An audit firm has been 

recruited. The project was 

supervised from 04 - 11 May 
2013. 

 

ADF 

(Grant) 
04.04.07 31.12.13 2,100,000 2,100,000 100 

 

3 

Education Quality 
Enhancement Project 

ADF 

(loan) 
04.04.07 31.12.13 1,570,000 920,664.27 58.64 

The Bank is reviewing the 

two proposals (briefs) 

submitted by GoL for the 

in-training for Senior 

Secondary School teachers; 

and Teachers in special 

education. This is line with 

project work plan for 2013. 

 

ADF 

(Grant) 
04.04.07 31.12.13 7,000,000 4,905,460.53 70.08 

  Total 19,917,003.19 16,621,783.21 83.45   
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Appendix III. Key related projects financed by development 

partners  

 
Sectors with Development Partner Support Development Partners 

Agriculture Irish Aid, FAO, IFAD, Germany, Japan, USA 

Education AfDB, Ireland, Japan, UNICEF, World Bank 

Energy AfDB, Japan 

Governance (inclPFM, decentralization, 

public service delivery, legal and justice 

reform, human rights) 

AfDB, EC, Germany, IMF, Ireland, UNDP, World Bank 

Health (incl. HIV/AIDS) US, Global Fund, Ireland, Japan, WHO, UNAIDS, US, 

World Bank 

ICT AfDB 

Private Sector Development EC, World Bank, IMF 

Trade and Industry World Bank, IMF 

Transport EC, BADEA, Kuwait Fund, World Bank 

Water and Sanitation AfDB, BADEA, China, EC, Kuwait Fund, UNICEF, US, 

World Bank 

Cross Cutting Sectors (incl. Gender and 

Environment) 

EC, Germany, Japan, UNDP, UNFPA, World Bank 

Program-Based Operations EC, AfDB (2009), WB 
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Appendix IV. Map of the Project Area 
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Appendix V. PEFA 2012 Summary 

PEFA Report Extract 2012 

Performance Indicators Scores PEFA 2009 2012 

PFM Out-Turns: Credibility of the Budget 

PI-1 Aggregate expenditure outturn compared to original approved budget A B 

PI-2 Composition of expenditure out-turn compared to original approved 

budget 
C C+ 

PI-3  Aggregate revenue out-turn compared to original approved budget A B 

PI-4 Stock and monitoring of expenditure payment arrears NR NR 

Key Cross-Cutting Issues: Comprehensive and Transparency 

PI-5 Classification of the budget evidence in 2009 B B 

PI-6 Comprehensiveness of information included in budget documentation B B 

PI-7 Extent of unreported government operations NR D+ 

PI-8 Transparency of Inter-Governmental Fiscal Relations NR B 

PI-9 Oversight of aggregate fiscal risk from other public sector entities D+ D+ 

PI-10 Public Access to key fiscal information C D 

Budget Cycle:  Policy Based Budgeting 

PI-11 Orderliness and participation in the annual budget process A B+ 

PI-12 Multi-year perspective in fiscal planning, expenditure policy and 

budgeting 
C+ B 

Predictability & Control in Budget Execution 

PI-13 Transparency of taxpayer obligations and liabilities  B D+ 

PI-14 Effectiveness of measures for taxpayer registration and tax assessment B B 

PI-15 Effectiveness in collection of tax payments  NR D+ 

PI-16 Predictability in the availability of funds for commitment of expenditures D+ D+ 

PI-17 Recording and management of cash balances, debt and guarantees C B 

PI-18 Effectiveness of payroll controls  D+ D 

PI-19 Competition, value for money and controls in procurement D D+ 

PI-20 Timeliness and regularity of accounts reconciliation D D+ 

PI-21 Effectiveness of internal audit D D+ 

Accounting, Recording and Reporting 

PI-22 Timeliness and regularity of accounts reconciliation D D 

PI-23 Availability of information on resources received by service delivery units D D 

PI-24 Quality and timeliness of in-year budget reports D+ D+ 

PI-25 Quality and timeliness of annual financial statements D D 

External Scrutiny and Audit 

PI-26 Scope and nature and follow-up of external audit D+ D+ 

PI-27 Legislative scrutiny of the annual budget law C+ C+ 

PI-28 Legislative scrutiny of external audit reports D+ D+ 

Donor Practices 

D-1 Predictability of Direct Budget Support NR D+ 

D-2 Financial information provided by donors for budgeting and reporting on 

project and program aid 
C NR 

D-3 Proportion of aid that is managed by use of national procedures D D 




