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World Bank Country Office, ‘
S50 Mirambo Street,
DAR ES SALAAM

LETTER OF DEVELOPMENT POLICY

1. On behalf of the Government of the United Republic of Tanzaii«. I
hereby write to request appiroval of the Open Government and Public Fin:t1:ial
Management Development Policy Credit in the amount of US$ 100 mlli n.
This credit will assist the Government in the implementation of the (- en
Government Partnership commitments and in improving Public Finiinial
Management in Tanzania which will contribute in the achievement «f he
objectives of the National Strategy for Growth and Poverty Reduction ar< he
First Five Year Developmer.t Plan. In particular, this credit will enhance he
governance initiatives of the Government by promoting transparency in jri: lic
service delivery and expenditure and in the proper management of jri:lic
financial resources.

2. Tanzania has taken rnajor steps to improve governance in collabo :1. on
with the World Bank and other development partners. To spea1:ad
improvements in service delivery, the Government has adopted the Big R 5. Its
Now (BRN) as an overarchin 2 strategy for achieving quick results. The BRI '7ill
require efficient and effective public financial management systems to cel.ver
funding to the front line. It will also require increased transparency to i1 "m
citizens on Government performance. We are committed to changing th: v ay
Government functions. It s in this light that we are pleased to provice he
following summary of the pclicy areas that this operation seeks to support.

BACKGROUND AND RECENT DEVELOPMENTS
A. MACROECONOMIC FERFORMANCE

3. Tanzania’s recent economic developments have been favorable & ith
stable growth and inflation under control. GDP growth remains roln. st,
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reaching 7.3 percent in fiscel year (FY) 2013/14, and is projected to remu:iir. at
the same level in FY2014/15. Economic expansion has been driven by scve al
fast-growing sectors, such as mining, communication, financial ser:c s,
construction, manufacturingz, and retail trade. By contrast, agriculture--/ae
sector on which about 80 percent of households depend as their prriiry
economic activity—has continued to post slower growth and w:aler
productivity gains. Inflation has steadily declined over the past two and 1 half
years due to tight monetary policy as well as falling international energ - aind
food prices. The inflation rete was four percent in January 2015, down :trm
over 19 percent at the end o' 2011.

4, Sustained public and private consumption and investment live
been the main drivers of economic growth from the demand side. 13:th

household consumption and private investment growth has remained 1:zh
between 2007 and 2013, accounting for 57 percent and 34 percent of 3 )P
growth respectively. Comparing two periods of 2001-2006 and 2007-201:! fae
share of public consumption and investments in GDP growth increased .tm
29 percent to 40 percent and from 11 percent to 15 percent, respecii/:ly,
reflecting the Government’s effort to sustain social service provision v ile
scaling up infrastructure investments in the country.

5. However, the relatively high economic growth has not transluiizd
into growth of productive jobs that are sufficient to absorb the rapiiily
growing labor force in th¢ country. So far Tanzania has not been aic to
stimulate job creation at a sufficiently rapid pace because productivity g ovth
has been limited in a small set of sectors that are relatively raire
capital/technology intensive rather than labor intensive. Ther:zre,
productivity growth and increased diversification of the economy will be cen- -al
to enhancing the expansicn of private firms and their capacity to c1e te
productive jobs. These issues are at the center of the Country Ecornoriic
Memorandum (CEM) launchted in September 2014 and the private sector - °0
which is being prepared by the Bank.

6. Tanzania’s economy has increasingly become more open, w:th
increasing diversification toward new products and markets durin;; e
past five years, but remained low than the average for Sub-Saharan Aflii a.
The trade-to-GDP ratio has risen from 42 percent in 2008 to 49 percert in
2013 which is significantly low compared to the Sub-Saharan Africa aver: i of
around 66 percent. Although the export structure remains largely depe1dint
on primary commodities such as minerals (especially gold), coffee, tea, ca i1 w,
and cotton, the recent surge in manufactured exports to EAC and the Sout:rn
African Development Commniunity (SADC) has been a notable and we cc ne
development. During the same period, imports grew faster than ex»»: s,
leading to a growing trade deficit over time.

7. The balance of payinent remained stable in 2013/14 despit: " ae
weak performance of exports and increased imports bill. Declii: in
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commodity prices in 2013 adversely affected Tanzania’s export basket, whicl is
still driven by several commodities. The overall fall in unit prices of »:th
traditional and non-traditional exports, especially gold, together with dec ia ag
manufactured exports resul:ed in a weaker export performance with the va: ae
of exports of goods and services having increased only by 6.6 percert in
2013/14 in real terms, w.ile the value of imports of goods and se vices
increased by 7.2 percent. Despite the widened current account deficit, & 1:3h
volume of FDI has helped tl e economy maintain its overall stability in bali ce
of payments. Gross official reserves amounted to US$4,633 million as ¢t 1he
end of June 2014, sufficient to cover 4.0 months of (current year) impor s of
goods and services for the following year. The current account balarce is
anticipated to improve significantly in 2014/15 as a result of reduced uirport
bill due fall in oil import value.

8. The Central Bank his continued to follow a conservative mon:L:ry
policy, which resulted in falling inflation during the last two years. A:11'1al
growth of average reserve rioney declined to 13.7 percent in 2013/14, cc vn

from 19.3 percent three years ago. As a result, together with falling dor1:: tic
food prices, inflation reached 4 percent in January 2015—a significant d . ne
compared to 19 percent in December 2011. However, the recent significar t ".:se
of liquidity papers for financing the budget needs to be monitored.

9. In 2013/14 the GoT implemented a tight fiscal policy that brou; ht
the fiscal deficit down to 3.3 percent of GDP from 4.3 percent of G)F in
2012/13. At 13.7 percent >f GDP, the actual domestic revenue collectizr in
2013/14 turned out to be more than two percentage points lower thai he
initial target. This forced th: Government to undertake significant expend:ti re
cuts (about 2.5 percent of GDP) as well as significant accumulatir1 of
expenditure payment arrears (about two percent of GDP). As a result, cverall
public expenditure in FY2013/14 was 18.7 percent of GDP, which is abown [ve
percent lower than the target. The significant expenditure cuts afec ed
implementation of the prio-ity infrastructure investment projects and s»:ial
services under the BRN anc the national development plan (MKUKUTA) vl ch
had to be postponed. However, slightly higher than half of the discreti>a ry
public spending was spent on the six MKUKUTA priority sectors (educai mn,
health, water, agriculture, energy, and roads) in FY2013/14.

10. Despite improving the overall deficit in 2013/14, the Governnii nt
has accumulated significant level of arrears in the range of six percent of
GDP. The central government has accumulated arrears of around 1.8 pcic nt
of GDP with suppliers (mairly in road construction), to which arrears wi't. he
pension system need to be added - in the range of two percent of GDP. [h se
figures do not include the arrears accumulated by public agencies «nd
parastatals (e.g., TANESCO and DAWASCO), which in turn are estimated 1c be
around 2-3 percent of GCP. While the central Government is not dirz:tly
responsible for those arrears, the contingent fiscal risk is considerable.
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11. Further fiscal consclidation is anticipated in FY2014/15 wiil. an
overall fiscal deficit target of 3.7 percent of GDP. This will be achiev:1 by
controlling public expenditures and increasing domestic revenues. Doru:: iic
revenue collection target for FY2014/15 is set at 13.9 percent of GDP, 1> ut
0.2 percent higher than tle actual revenue collections in 2013/14, cr1i3n
largely by tax policy and adrainistration reforms introduced by the FY 201¢,15
Budget Speech. The FY2014/15 public expenditure is anticipated to be arcund
20.4 percent of GDP, about two percent higher than in FY2013/ <. A
significant share of the pablic spending will be directed towards piia: .ty
projects and programs identified under the BRN and National Striie ic
Investment Projects in line with the Five Year Development Plan (FYDP) ar ¢ the
MKUKUTA. However, implementation of the FY2014/15 budget will d¢pend
largely on the performance of the domestic revenue collection and bad et
execution, especially the dsvelopment budget. Preliminary data shows tiat
actual revenue collection during the first semester of the FY2014/15 hes @all
short of the target by around 15 percent while disbursement of budget surp rt
grants of about 1.2 percent of GDP has been delayed due to IPTL scandal.

B. MACROECONOMIC PROJECTIONS

12. Tanzania’s macroeconomic situation is expected to remain stal:le
with the GDP growth rate anchored at 7 percent over the next two jcars.
Scaling up of public investmrents (as part of the BRN initiative), if implem:1 ed
successfully, should further support the drive for growth. In the medium t=:m,
the expected huge FDI inflows (potentially $ 4-5 billion per year) towari he
natural gas sector, especially for construction of LNG plant(s) that may st as
early as 2017 depending on final decisions by the international gas inves:::s,
should support the growth cf the economy.

13. The authorities remain committed to a prudent monetary s ce
and flexible exchange rate regime. Inflation is expected to stabilize at aicuad
five percent as a result of prudent monetary and exchange rate polic ¢z in
addition to favorable food and global energy prices. Moreover, the Baik of
Tanzania intends to gradually move to interest rates as opposed to the ciir nt
reserve money targeting approach.

14. The medium-term fiscal policy framework aims at further redi:ing
the overall fiscal deficit to around 3 percent of GDP and stabilizin the
total public debt at around 34 percent of GDP in FY2014/15 These t:i1¢ :ts
are consistent with the GoT's objective of maintaining fiscal sustainabilit: [Hhw
debt distress, limiting accamulation of new arrears and expenditure ciits
during budget execution, and avoiding the risk of renewed inflation pre:«u e.
This will be achieved by mo silizing additional domestic revenue. The con ra. of
recurrent spending, notably the wage bill, will be required as wel. as
considerable improvements in the selection and management of inves ra nt
projects. Close monitoringg and improvement in both fiscal and d bt
management remains criticelly important.
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15. The current account deficit should remain relatively high but wil be
offset by anticipated large FDI inflows in the natural gas sector. 11 ihe
medium term, however, the current account deficit is expected to imgr: ve
significantly after domestic natural gas replaces liquid fuel as the main s> ce
of thermal power generation, thereby reducing presently costly fuel im»»::s.
Construction of LNG plant(s), which is likely to be financed by multilill:on
dollar FDI per year, would widen the current account deficit at < st
temporarily due to expectec. growth of imported materials and equipme: ‘or
the construction, but shoild not lead to any significant deteriorati::i in
balance of payments becaus: of the size of potential FDI flows.

16. Tanzania's current risk of debt distress remains low provided {is:al
consolidation is maintained. The last IDA-IMF Debt Sustainability Ana.y sis
(DSA) (April 2014) shows that Tanzania’s risk of debt distress was low. 10, ¢
though DSA indicates that public debt sustainability continues to be ser :i: ve
to fiscal consolidation anc. recognition of outstanding pension and ctler
liabilities, Government is committed to pursuing a sound debt managcin nt
strategy, including taking measures to urgently addressing the pers on
liabilities, adopting a consecrvative approach to non-concessional borrcviig,
and improving capacity to plan and execute public investments in orcer to
ensure future debt and fiscal sustainability.

C. BACKGROUND ON THE OPEN GOVERNMENT PARTNERSHIP 41D
THE PUBLIC FINANCIAL MANAGEMENT REFORM PROGRAM

THE GOVERNMENT PROGIRRAM ON OGP

17. Tanzania joined the Open Government Partnership (OGI" in
September 2011. The cour try’s first OGP Action Plan was submitted in .\ ril
2012, focusing on enhancin 3 transparency, citizen participation, account: l:i ity
and integrity and the use of technology and innovation in service delv ry
sectors of health, water and education. The first OGP Action Plan was pre :a: ed
following a public consultation process in which a number of key stakehi:.c :rs
including non-state actors, inedia and citizens were involved. The two yea ' [ an
was self-evaluated in 2013 and independently in early 2014. Both the £ If-
Assessment Report and the -eport of the Independent Review Mechanism ¢t ad
that implementation was challenging and therefore limited success v as
recorded.

18. Tanzania’s Second OGP Action Plan (2014/15-2016/17) focus:: on
five priority areas, selected for their cross-cutting importance. These zr: as
are enactment of an Access to Information Act, establishing a system of »:en
data, making budget data publicly available, making land use plan:. ind
ownership transparent, and fulfilling EITI transparency commitments. ' he
second action plan still puts an emphasis on promoting service deliviay in
three key sectors of education, water and health in terms of open data, k. c jet
transparency and access to information.
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THE GOVERNMENT PUBLIC FINANCIAL MANAGEMENT REF(I:M
PROGRAM

19. Tanzania has also prepared and is implementing a Public Finzr.«:al
Management Reform Program (2012/13 - 2016/17) which is curren'ly in
phase IV. This program aims at enhancing public financial managemeni in
the areas of revenue management, planning and budgeting, budget exec 1.1 n,
accountability and transparency; budget control and oversight; cluige
management and program monitoring and communication. This prcgriam
contributes to the MKUKUTA and Five year Development Plan objectivi:; ‘or
achieving economic growth and poverty reduction, improving service delv ry
and improving transparency and accountability in government functions.

20. The OGP Action Plan and the PFMRP define the Governuiint
program that will be supported by the proposed credit. The (jen
Government and Public Financial Management development progran. iill
support the Government to implement the OGP and the PFMRP IV i1 he
following areas: (i) enactment of the Access to Information Ac; (ii
establishment of a system ¢f Open Data; and (iii) publishing of budget d. 1z in
open format in the three selected sectors of education, water and health ‘lhe
program will also support the Government in implementing policy actio 15 on
(iv) cash management, (v) pt.blic investment management and (vi) procure 1w nt.

DESCRIPTION OF POLICY AREAS

ESTABLISHING THE LEGAL FRAMEWORK FOR ACCESS TO

INFORMATION
21. Tanzania joined the OGP international initiative to make goverrin nt
business more open to its citizens in the interest of improving public s ce
delivery, government responsiveness, combating corruption and builc ng
greater trust. Under this iritiative, Government is committed to increas¢ he
availability of information to support citizens’ participation in policy mak ng
and implementation, promcting high standards of professional integrity, «ad
ensuring transparency in th: management of public finances.

22. The right to be inforraed and to access and disseminate inforrat c1 is
recognized in Articles 18(1) end 18(2) of the Constitution of the United Rejnu:lic
of Tanzania (1977). At present, however, there is no law that providez he
means to put this constitut onal right into practice. The Access to Inforn .« on
(ATI) Act has been extensively debated and it is long overdue. The Goverr 11 nt
has committed to prepare a1 ATI bill in the second OGP action plan (201 }-15).
Enactment of the ATI bill w1l provide a strong legal framework for openn @i in
public policy making and im plementation.

23. Government has conipleted the drafting of an ATI bill in line v th
international best practice 'egislation that includes:(i) recognition of a h.ar an
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right to information, alorg with a broad presumption of opennes: of
information held by publi: bodies, including state-owned enterprises «ad
bodies, and private bodies undertaking public functions or operating "11.er
public funding; (ii) an obligation to publish a wide range of information » a
proactive basis; (iii) robust procedures for making and processing rectests
which are simple, free and quick (with a clearly specified maximum res >yt se
time); (iv) a limited regime o’ exceptions based on preventing harm to pro ec ed
and security related interes's, a public interest override and severability "vl :re
part of a record is exempt; (v) a right of appeal; (vi) protection for good th
disclosures and sanctions for obstruction of access; and (vii) obligaticrs to
report on requests received backed up by sanctions for refusal to diiclise
information without reasonable cause. The ATI bill is now expected to be r:ad
in Parliament in March of 2015.

OGPFM Prior action: Cabinet approves an Access to Information » TI)
bill for submission to Parliament in line with the OGP action pl n,
following broad consultations with stakeholders.

ESTABLISHING AN CPEN DATA SYSTEM AND PRACTICE FOR
GOVERNMENT BUDGET AND SECTOR PERFORMANCE

24. Government is comm tted to the open data initiative since it is a "1 ful
tool to improve functionality and effective information sharing vt in
government and between gcvernment and citizens to enhance service de i ry.
This is particularly important to strengthen the links between central anc (¢ :al
governments. Data is alsc a potentially important resource to strenzt'en
government accountability in service delivery for civil society ani lor
politicians, MPs, and local :ouncilors. With support from the Bank, th: € oT
prepared an Open Data Readiness Assessment (ODRA) that was presen ¢ to
key stakeholders in June 2( 13. The report forms the basis of the actions k¢ ng
taken by Government in estiablishing an open data environment.

25. The National Bureau of Statistics (NBS), an agency under the MO " he
Records and Archives Division and e-Government Agency both of Presilz: t’s
Office-Public Service Management have been mandated to form the task ©ce
and to draft the guidelines and policies on open data. The guidelines on »:en
data have been prepared ard discussed at the policy making level and a Iziter
has been issued by the Cnaief Secretary to all Ministries, Department: : nd
Agencies to provide guidanc: on issuing open data.

OGPFM Prior Actions: Government initiates the pro-active disclos ir: of

data by:
(i) [ssuing instruciions to establish an interagency working grciy to
set policies, advise on standards, and coordinate implementati» of

open data across MDAs and LGAs.
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(ii) Issuing a circuar with interim guidelines for publishing d¢ta i

Open Data format on the Government OD portal.
CASH MANAGEMENT

26. Government is committed to improve the predictability of :uu

ds

disbursements to MDAs |including LGAs) in line with their app:oied

budgets. Consistent under collection of domestic revenues have underrair
the Government’s cash flow and its ability to provide adequate fundir g
budget execution. A number of factors contribute to this situation:

unrealistic estimates, (ii) inadequate revenue collection, (iii) slower L
planned project implementation, and (iv) slow disbursement of g-ar
Although Government undertakes cash rationing this does not prevent /[
from incurring unfunded expenditure arrears. In the past, the IFMIS «
allowed commitments up to the level of available funds (as approved Ly

Ceiling Committee). This resulted in accumulation of arrears when /[
entered into spending comir itments outside IFMIS, which were not funde1 ¢
to cash constraints even though they were budgeted.

27. Starting from this fiscal year, MOF has modified the IFMIS to alliny
payments to be recorded in the system. Since all expenditures are reycr
monthly, this will allow MO** to monitor and age the arrears in a timely v
enable timely decisions or. funding them or taking administrative acti:

against unauthorized exper.ditures. This will allow full disclosure and »:::

control over the arrears by MOF. It has also confirmed the legal positiin
issuing instructions to sper.ding units to commit all expenditures througt
IFMIS in the 2014 /15 fiscal year.

28. The Government has committed to further strengthen the us:z

electronic payment systems by expanding the use of the Tanzania Inte b«

Settlement System (TISS and the Electronic Funds Transfer (2
system. Currently more than 90% of tax revenues are remitted t»

Government account at BOT through TISS. The BOT has also operationa.i:
24 sub-treasuries at regior.al level connected to TISS which allows thiir
make direct online payment for expenses of MDAs at the regional level T
resulted from implementation of Treasury Circular no. 3 of 2010 that m>sl
the Government payments in Ministries and Regions are to be process:1
using TISS with exception o’ standalone MDAs. However plans are underv i,
connect TISS to all standalone MDAs and some councils in FY 2015/ 1¢.
councils, the Government p'ans to connect TISS in two phases. The first »x
will cover Kinondoni Municipal Council, Temeke Municipal Council, [.
Municipal Council, Dares salaam City Council, Arusha City Council, MM
City Council, Tanga City Council, Mwanza City Council and Mo1cg
Municipal Council. The reraaining councils will be connected in the s::c
phase. Furthermore, the Government is in the process of connecting EFT
Pension Unit at the Ministry of Finance by April, 2015 and pa;¢
Government employees’ sa.aries by December 2015. This will improv:
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centralization payments and goes a long way to establish a single pasraint
account.

29. The Government has initiated a program based budgeting pilot in «¢if ht
MDAs (Ministries of Education, Water, Health, Transport, Finance «ad
Community Development, (Gender and Children) under the Public Finii1:ial
Management Reform Program. The objective is to move from an inputs t> an
outputs and results based budgeting system. As part of preparation to m i« to
PBB, the government witl. support from development partners has »:en
implementing changes to the Public Finance Act, the chart of account: «ad
introducing templates for program based budgeting in respective institut c 1s.
For 2015/ 16 budget, the Gevernment has instructed pilot ministries to przf re
the budgets to include shad>w budgets using the PBB template. These st ¢dow
budgets will also be tabled in parliament for discussion as part of the 20 '16
budget approval process.

OGPFM Prior Actions: To improve on cash management the foll>4 ng
prior actions have been agreed:

(1) MOF issues instructions to spending units to commt all
expenditures through the Integrated Financial Managiin nt
Information Systems.

(i  Appropriated Budget FY14/15 provides funding to reduce the lc vel
of expenditure errears.

(iif MoF pilots payments by regional MDAs through the Tar:z:ia
Inter-bank Settlement Scheme (TISS) and Electronic Fund Tr:u:: fer
(EFT).

(iv) MoF and POPC jointly issue budget guidelines for six pilot MZ \s,
including education, water and health to present 20 ! 16
estimates on programmatic classification as a suppleme¢ni wury
budget documeint.

PUBLIC INVESTMENT MANAGEMENT

30. The Government has prepared the Public Investment Management (F' M)
manual to guide MDAs, Regional Secretariats (RSs) and Local Goverrur :nt
Authorities (LGAs) on PIM vrith a focus to achieving value for money outcor es
through increasing efficicncy and effectiveness of public investri: ts.
Specifically, the manual is intended to serve four purposes: (a) to act as an
instrument for enhancing coordination of public investments; (b) to ::z ify
procedures for integration cf projects into the national development budg:t. (c)
to build capacity within the public sector in economic and financial analyss: of
public investments projects; (d) to provide guidance on integration of ~»illic
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and private investments in sconomic development; and (e) to serve as a b sis
for establishing a projects database which a country now needs in orcer to
rationalize financing of deve opment projects by the Government.

31. The manual has bee1 extensively discussed by stakeholders and as
now been approved for use across the public sector. The MOF has inc 1 ed
specific instructions on the use of this manual by all spending units i1 "he

preparation and selection of projects for the next fiscal year 2015/16. I. is
expected that the PIM manual will lead to a more objective criteria in the "15: of
public investment resources and improved economic and social welfare » he
people.

OGPFM Prior Actiorn: MoF issues budget guidelines that requirc he
mandatory use of the Public Investment Management (PIM) maniii. in
preparation and screening of investment projects.

PROCUREMENT

32. Government has achieved an important milestone in improving jv.llic
procurement by gazetting :n December 2013 the regulations related i he
Public Procurement Act of 2011. Key changes in the Act and reguliii: ns
include: Providing clarity on institutional roles and mandates of the five crz: ns
involved in implementing tae law: i) Ministry of Finance Procurement -=o. cy
Division (PPD) established to develop and monitor implementation <f he
procurement policy; 1ii) Public Procurement Regulatory Agency (°?1:A)
responsible for regulating and monitoring procurement activities in Procur ng
Entities (PE); iii) Public Procurement Appeals Authority (PPAA) whose marc ite
is to hear and determine appeals and complaints from bidders; 1iv)
Procurement and Supplies Professional and Technician (PSPTB) responsil:le for
regulating and monitoring conducts of procurement and supplies profess crials
in the country and; v) Government Procurement Services Agency (GPSA), st ch
coordinates and manages procurement of commonly used items.

33. The accompanying regulations grant more powers to the ?illic
Procurement Regulatory Azency (PPRA) to suspend procurement proces ies
prior to contract award in case of non-compliance with the Act and regulet o 1s;
it also extends PPRA conrol over procurement transactions under .*1llic
Private Partnerships (PPPs). The Act and regulations also give more autcr.omny
to the PPAA in hearing app:als related to procurement in contrast to th: prist
when it was a department ander the MOF. Penalties for non-compliance: v ith
the Act and regulations hav: also been enhanced to be more stringent.

OGPFM Prior Actions: MOF publishes the regulations to implement tl e
Public Procurement Azt 2011 and a notice to all procuring entities t>
implement the Act an regulations.
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34. Following discussions with the Bank team, we concur with the pro»>»:=d
triggers of the second CGPFM operation and are committed to ach ¢v ag
them in line with the prozram timeline. For the purpose of transparency, wve
concur that this letter o7 development policy and the aide Memoire «: " he
appraisal mission can be disclosed to the public

CONTRIBUTION TO BIUDGET SUPPORT AND ADHERENCE O
UNDERLYING PRINCIPLES

35. External finance comntinues to be an important component of he
Government budget. Government continues to favor the use of budget sufport
as the main modality for aic. provision. Implementation of the Budget Sty port
is guided by the Partnership Framework signed in May 2011. Under I'I' M,
Government and Development Partners have agreed to implement a et of
principles and commitments designed to improve the overall performar ce of
Government, including Governance and Accountability, improved s:i ce
delivery and enhanced anti-:orruption efforts.

36. In the interest of transparency, I would like to assure you thet he
Controller and Auditor General of Tanzania, following instructions of the ’r. ne
Minister and acting on the directive of the Parliament undertooz an
investigation of the closure of an escrow account in the BOT that had > en
established to pay for disputed capacity charges to IPTL an independent »»i‘er
provider to TANESCO. The investigative report has been submitted tc he
Parliament and a decision has been made. Government is following 11> on
implementing the decisions taken by Parliament to ensure that this istue is
resolved.

CONCLUSION

37. As mentioned in my earlier letter of development policy at the end >f he
PRSC series, the Government welcomes the new program on Open Goverr i :nt
and Public Financial Management. It looks forward to working with the #'¢ld
Bank to enhance the quality of Governance through this mechanism erd to
promote the development goals set out in the MKUKUTA and Five Y ar
Development Plan.

Thank you for y>ur continued cooperation and support.

Yours sipcerely,

4ir. Servacius B. Likwelile
PERMANENT SECRETARY
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