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Facility Administration Manual Purpose and Process

The facility administration manual (FAM) describes the essential administrative and
management requirements to implement the facility and its projects on time, within budget, and
in accordance with the policies and procedures of the government and Asian Development
Bank (ADB). The FAM should include references to all available templates and instructions
either through linkages to relevant URLs or directly incorporated in the FAM.

The State of Andhra Pradesh acting through its Department of Industries and Commerce,
Andhra Pradesh Road Development Corporation (APRDC), Andhra Pradesh Industrial
Infrastructure Corporation Limited (APIIC), Greater Visakhapatnam Municipal Corporation
(GVMC), and Transmission Corporation of Andhra Pradesh (APTransco) are wholly
responsible for the implementation of ADB-financed projects, as agreed jointly between the
borrower and ADB, and in accordance with the policies and procedures of the government and
ADB. ADB staff is responsible for supporting implementation including compliance by the
executing and implementing agencies of their obligations and responsibilities for project
implementation in accordance with ADB’s policies and procedures.

At loan negotiations, the borrower and ADB have agreed to the FAM and ensured consistency
with the loan and project agreements. Such agreement is reflected in the minutes of the loan
negotiations. In the event of any discrepancy or contradiction between the FAM and the loan
agreement, the provisions of the loan agreement shall prevail.

After ADB Board approval of the project's report and recommendations of the President (RRP),
changes in implementation arrangements are subject to agreement and approval pursuant to
relevant government and ADB administrative procedures (including the Facility Administration
Instructions) and upon such approval, they will be subsequently incorporated in the FAM.







PROJECT DESCRIPTION
A. Rationale

1. The proposed Visakhapatnam—Chennai Industrial Corridor Development Program
(VCICDP) will complement the ongoing efforts of the Government of Andhra Pradesh (GoAP) to
enhance industrial growth and create high-quality jobs.> The VCICDP comprises: (i) a proposed
multitranche financing facility (MFF), (ii) a proposed policy-based loan (PBL), and (ii) a
proposed administration of a grant to be provided by the Urban Climate Change Resilience
Trust Fund? (UCCRTF) under the Urban Financing Partnership Facility. The VCICDP will
support policy reforms and institutional development in the state; and priority infrastructure
investments in the Visakhapatnam—-Chennai Industrial Corridor (VCIC). There is also an
attached technical assistance (TA) for Capacity Development of Institutions for Industrial
Corridor Management in Andhra Pradesh.

2. This document mainly describes the MFF and its implementation arrangements.

3. India’s manufacturing sector. While India has seen a rapid structural transformation
and achieved strong economic growth since 1991, it must continue to create economic
opportunities for its large labor force, which is increasing by about 12 million a year, to sustain
its economic growth and realize its demographic dividend.® With limited prospects for job
creation in agriculture, one of the most pressing policy challenges is to create more productive
and well-paying jobs in manufacturing and services. Although India’s services sector has grown
significantly since 1991,* manufacturing, which has higher untapped potential, has lagged with a
contribution of about 15% to gross domestic product (GDP) and 12% to employment each year
over this period.’> India’s National Manufacturing Policy (2011) calls for increasing the
manufacturing sector’'s contribution to at least 25% of GDP and enhancing job creation in
manufacturing to create 100 million additional jobs by 2022.°

4. India’s industrial corridors and policies to stimulate manufacturing. India has
adopted an industrial corridor approach to stimulate manufacturing and an Act East policy to
integrate the Indian economy with Asia’s dynamic global production networks.” The industrial
corridor approach involves the creation of an efficient multimodal transport network supported
by quality infrastructure and logistics within a defined geography, and a policy framework that
facilitates business operations for integration with global production networks. Industrial
corridors are central to India’s Make in India initiative, which encourages investments in the
manufacturing sector to stimulate growth and create high-quality jobs. In line with these policies,
the government and the Asian Development Bank (ADB) identified the East Coast Economic
Corridor (ECEC)—India’s first coastal corridor—extending over 2,500 kilometers (km) from

Asian Development Bank (ADB). 2010. Technical Assistance for Support for South Asia Regional Economic
Cooperation. Manila (TA 7491-REG); and ADB. 2012. Technical Assistance for Enhancing Economic Analysis and
South-South Learning. Manila (TA 8254-REG). These TA projects supported preparation of the VCICDP.
Financing partners: the Rockefeller Foundation and the governments of Switzerland, the United Kingdom and the
United States.

Government of India, Planning Commission. 2011. Report of the Working Group on Employment, Planning and
Policy for the Twelfth Five Year Plan (2012—2017). Delhi. The current total labor force is about 530 million.

The share of the services in India’s GDP increased from 30% in the 1950s to 45% in FY1991 and 53% in FY2013.
Manufacturing in the People’s Republic of China, Malaysia, and Viet Nam contributes 25% or more to their GDPs.
Government of India, Ministry of Commerce and Industry. 2011. National Manufacturing Policy, 2011. Delhi.

Details on the industrial corridor approach are available at http://www.makeinindia.com/live-projects-industrial-
corridor. The government launched five industrial corridors in its FY2015 budget. Under the Act East policy, India
plans to have greater strategic role for broader economic and diplomatic engagement across Asia and the Pacific.
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http://www.makeinindia.com/live-projects-industrial-corridor
http://www.makeinindia.com/live-projects-industrial-corridor

Kolkata in West Bengal to Tuticorin in Tamil Nadu. The ECEC aims to stimulate growth through
network externalities, linkage with urban and industrial clusters, and by integrating with regional
value chains in Southeast and East Asia.® The VCIC, which covers more than 800 km of
coastline in Andhra Pradesh, is proposed to be developed as the first phase of the ECEC.°

5. Challenges to sustaining industrial growth in Andhra Pradesh. In the state of
Andhra Pradesh the manufacturing sector contributes to 12% of the state’s GDP —lagging
nationwide figure of 15%. Therefore, there is a pertinent need to usher in greater degree of
industrialization. This will involve addressing challenges such as low industrial diversification,
and small and labor-intensive manufacturing sector, with low skills, productivity, and earnings.
Key infrastructure in industrial clusters remains inadequate to support the burgeoning demand
for efficient industrial infrastructure and a robust skill inventory. However in a recent survey,
Andhra Pradesh was ranked second among all states in India in ease of doing business.™
Andhra Pradesh needs to further improve on procedures of doing business, labor-related laws,
land management, and taxation laws for it to enhance its competitiveness and benchmark itself
with other countries in the region such as Singapore, South Korea, and Malaysia.**

6. Visakhapathnam—-Chennai Industrial Corridor as a growth engine for Andhra
Pradesh. To lay the foundation for a long-term investment program, ADB supported the
preparation of a conceptual development plan and a regional perspective plan for the VCIC,
which included an infrastructure strategy to drive economic growth and the identification of
nodes'® for industrial development, high-potential industrial sectors, and a set of priority
projects.™ The conceptual development plan indicated that the VCIC, with its long coastline and
strategically located ports, provides multiple international gateways to connect India with vibrant
global production networks. The regional perspective plan identified the VCIC's high potential
for generating additional employment and industrial output, which can be achieved from 2015 to
2045."* ADB is continuing its support to the GoAP with strategic planning for a long-term,
phased investment plan, among others, through master planning of the four identified industrial
nodes. The VCICDP, which combines an MFF and a PBL, will build on the existing
concentration of industries and increase the density and flow of economic activities along the
VCIC in a business-induced scenario against a business-as-usual scenario.

8 Asian Development Bank Institute. 2015. Connecting South Asia and Southeast Asia, 2015. Tokyo.

http://www.adb.org/publications/connecting-south-asia-and-southeast-asia

° ADB. 2016. Scaling New Heights: Vizag-Chennai Industrial Corridor, India’s First Coastal Corridor. Manila.
http://www.adb.org/publications/scaling-new-heights-vizag-chennai-industrial-corridor

% World Bank. 2015. Assessment of State Implementation of Business Reforms, September 2015. Delhi. India was
ranked 142 among 189 nations in recent survey on ease of doing business (World Bank. 2016. Doing Business
2016. Washington, DC.).

% An important parameter of competitiveness is time to start a business, which is 21 days for Andhra Pradesh and 29
days for India. The same figures for other countries are: Singapore-2.5 days; South Korea-4 days; and Malaysia-4
days (World Bank assessment. http://wdi.worldbank.org/table/5.3).

12 A node refers to a geographical area along the industrial corridor with high growth potential and encompassing a
production enclave, an urban center, and a port along with a logistics and distribution network. Four nodes have
been identified in the VCIC: Visakhapatnam, Kakinada, Amaravati region, and Yerpedu—Srikalahasti. An industrial
cluster refers to an identified geographical area of industrial units within a node. For example, Visakhapatnam node
comprises four industrial clusters: Pydibhimavaram, Atchutapuram, Nakkapalle, and Bheemunipatnam.

% The conceptual development plan is available on the GoAP website. https://www.apindustries.gov.in/APIndus/
Data/Vizag-Chennai%20Industrial%20Corridor_Full%20Report.pdf. Visakhapatnam—-Chennai Industrial Corridor:
Summary of Conceptual Development Plan (accessible from the list of linked documents in Appendix 2).

14 Visakhapatnam—Chennai Industrial Corridor: Summary of Regional Perspective Plan (accessible from the list of
linked documents in Appendix 2). By 2045, industrial output in the VCIC is expected to rise to about $295 billion in
the business-induced scenario and about $117 billion in the business-as-usual scenario from about $16 billion in
2015. The business-induced scenario envisages an investment of $31 billion by 2045 and $7 billion by 2020.



http://www.adb.org/publications/scaling-new-heights-vizag-chennai-industrial-corridor
http://wdi.worldbank.org/table/5.3
https://www.apindustries.gov.in/APIndus/%20Data/Vizag-Chennai%20Industrial%20Corridor_Full%20Report.pdf
https://www.apindustries.gov.in/APIndus/%20Data/Vizag-Chennai%20Industrial%20Corridor_Full%20Report.pdf

7. The MFF is an appropriate modality because (i) the GoAP has a policy framework and a
sector road map for infrastructure investments and reforms; (ii) the investments are significant
but sequenced, allowing the GoAP to use a phased approach with a well-defined financial
envelope; (iii) it allows ADB to have long-term engagement and continuous policy dialogue; and
(iv) it enhances project readiness, reduces transaction costs, and supports capacity building.
The PBL will complement the MFF through comprehensive state-wide reforms and institutional
development to help the VCIC realize its full potential for growth and competitiveness. The PBL
is justified based on (i) the financial support required to prepare, implement, and monitor the
proposed policy actions; (ii) assessment of the GoOAP’s overall financial resources; (iii)
development financing needs in the industrial sector; (iv) the GoAP’s absorptive capacity; and
(v) the requirement for capacity building of institutions in the industrial sector. The VCICDP is in
line with ADB’s country partnership strategy for India.*

8. Impact, outcome and outputs. The impact of the VCICDP will be an increased
contribution of the manufacturing sector to the state’'s GDP, trade, and employment. The
outcome will be enhanced growth and competitiveness of the VCIC. The VCICDP will have
three outputs as follows. The PBL will support output 1, and the MFF and the Grant will support
outputs 2 and 3. The design and monitoring framework (DMF) for the MFF and Project 1 are in
Appendix 1.

9. Output 1: Corridor management strengthened and ease of doing business
improved. This will include (i) capacity development of institutions engaged in corridor
management; (ii) support to enhance the ease of doing business, including the establishment of
an e-portal and a single-desk system, with incentives for women entrepreneurs; (iii) industrial
and sector policies to stimulate industrial development, with special incentives for women; and
(iv) improvement in investor promotion, trade facilitation, and logistics.

10. Considering the demand for skilled workers across multiple sectors, the GoAP has
committed to use part of the PBL to provide support for high quality content development for
training institutions for skills development, and support to Andhra Pradesh State Skills
Development Corporation (APSSDC) for training of workers and entrepreneurs every year.

11. Output 2: Visakhapatnam—Chennai Industrial Corridor infrastructure strengthened
and more resilient. This will include the development of (i) internal roads, water supply,
drainage, logistics, and industrial effluent treatment in selected industrial clusters; (ii) roads for
connectivity between industrial nodes, ports, and urban areas, and road safety measures;
(i) power transmission and distribution system in the industrial corridor; and (iv) smart cities
planning with climate change resilience and continuous water supply in Visakhapatnam.®

12. Project 1, which is representative of subprojects to be financed under the MFF,*" will
focus on two of the four VCIC nodes.*® The industrial area investments reflect the need for high-
quality internal infrastructure within the industrial clusters. Project 1 will finance the common
industrial effluent treatment facility in Atchutapuram and Naidupeta clusters, and strengthen
services (drainage, internal connectivity, internal water supply, and the service center) in
Naidupeta cluster. Project 1 includes strengthening and widening of the Samarlakota—

!> ADB. 2013. Country Partnership Strategy: India, 2013-2017. Manila.

16 Visakhapatnam and Kakinada, which are in the VCIC, are in the government list of the first 100 smart cities.

1 Project 1 corresponds to tranche 1 of the MFF and Project 2 corresponds to tranche 2 of the MFF.

18 Priority nodes in Project 1 are Visakhapatnam, a major industrial hub and a port, and Yerpedu—Srikalahasti, an
important node with linkages with the Chennai—Bangalore Industrial Corridor and with ports in Krishnapatnam and
Chennai. Both nodes are on the arterial spine of the corridor, a national highway, and are also on a rail corridor.



Rajanagaram section (29.6 km) of the state highway to four lanes to improve connectivity from
Kakinada Port to National Highway 16. It will also upgrade seven power substations to supply
high-quality and reliable power to Visakhapathnam, Naidupeta, and Yerpedu—Srikalahasti
industrial clusters. Project 1 will support investments in smart water management in the
northwest sector of Visakhapatnam to reduce nonrevenue water and provide continuous water
supply. The UCCRTF grant, which is part of Project 1, will finance innovative approaches to
climate change resilient urban infrastructure in Visakhapatnam under output 2.

13. Output 3: Institutional capacities, human resources, and program management
strengthened. This will include (i) the establishment of a project development mechanism; (ii)
skills enhancement of workers and entrepreneurs, especially women; (iii) support for project
management; and (iv) support for investor promotion.

B. Special Features

14. The MFF provides flexibility in making investment decisions according to the needs of
the state government in accordance with the sector road map, policy framework and investment
plan of infrastructure development for the corridor (available in Appendix 2). It will also allow the
implementation of the MFF on the basis of the readiness of individual subprojects. Further, the
MFF will support capacity building of the implementing line departments involved in VCICDP.
The MFF entails undertaking due diligence work on a sample of representative subprojects and
preparing frameworks (including those typically established for safeguards), which makes
processing of subsequent tranches quicker and provides ample time for readiness
preparedness. However, each subproject included under the subsequent tranches is to be fully
appraised and subjected to full due diligence in accordance with the standard ADB operating
policies and procedures (Subproject selection criteria are in Appendix 3).

15. Framework Financing Agreement (FFA). The FFA is the primary MFF document,
which records the agreements between the client and ADB, and establishes the principles by
which ADB would provide financing, and the client would avail itself of such financing.?

16. Periodic Financing Request (PFR). A PFR is a formal request to ADB by the client to
finance individual tranches under the MFF comprising individual project component, a batch of
subprojects and outputs.?* Each PFR will specify the tranche amount, the conversion
instruments, the financing terms, cost estimates and financing plan, implementation
arrangements, advance contracting, and the amount and purpose of retroactive financing, if
any, requested. Each PFR will be submitted to ADB along with subproject appraisal reports
describing specific part of the MFF supported under the PFR and the broad and specific
strategic objectives that are to be met by the PFR. For the second PFR, a report will also be
prepared on implementation progress, including compliance with covenants and safeguards, of
the first tranche. A DMF will be prepared for the MFF and also for each PFR. Currently the MFF
comprises two tranches to be implemented over a period of 8 years from 2016 to 2024 and the
Project 1 is to be implemented over a period of 6 years from 2016 to 2022.

17. Tranches under MFF. Each tranche will constitute a project loan. ADB will provide
tranches to finance subprojects under the MFF, as and when the subprojects are ready for
financing, provided Government of India and GoAP are in compliance with the understandings

!9 Grant under the Urban Climate Change Resilience Trust Fund: Strengthening Urban Climate Change Resilience of
Visakhapatnam (accessible from the list of linked documents in Appendix 2).

% The Framework Financing Agreement is accessible from the list of linked documents to the RRP.

2 First periodic financing request (PFR) is accessible from the list of linked documents to the RRP.



in the FFA, and the subprojects meet the selection criteria (Appendix 3) and are properly
selected following the approval procedures for subprojects. Each tranche may be financed
under terms different from the financing terms of previous or subsequent loans. The choice of
financing terms will depend on the project and ADB'’s financing policies, all prevailing at the time
the tranche is documented in a legal agreement. Tranches may be provided in sequence or
simultaneously, and some may overlap in time with each other.

C. Detailed components of MFF Outputs

18. The VCIC is proposed as a node centric development platform with four nodes: (i)
Visakhapatnam node, (ii) Kakinada node, (iii) Amaravati region node, and (iv) Yerpedu—
Srikalahasti node. Some of the critical industrial sectors shortlisted for achieving the targeted
outcomes are textiles, food processing, metallurgy, chemicals and petrochemicals, electronics,
pharmaceuticals, and automobiles. In the future, it is expected to have sectors such as medical
equipment, plastics, organic chemicals, aerospace, and information technology or information
technology-enabled services. The VCIC is well poised to connect to global production networks
of southeast and east Asia.

19. Andhra Pradesh Industrial Infrastructure Corporation Limited (APIIC), GoAP’s arm for
developing and maintaining industrial parks and special economic zones (SEZ), plays a pivotal
role in the proposed MFF. APIIC has prioritized two nodes, Visakhapathnam and Yerpedu—
Srikalahasti, for initial investments. Andhra Pradesh Road Development Corporation (APRDC)
has identified a few corridors for enhancing connectivity of the industrial nodes to major ports
and national arteries. Similarly, Transmission Corporation of Andhra Pradesh (APTransco) is
supporting the industrial nodes by establishing and/or upgrading power infrastructure
(substations and power transmission lines) in the corridor. Greater Visakhapatnam Municipal
Corporation (GVMC), part of the Municipal Administration and Urban Development (MA&UD),
has prioritized upgrading of urban drinking water supply in Visakhapatnam municipal area. The
investment components of the VCICDP are in line with the priorities of the GoAP. The details
are as follows:

1. Industrial Infrastructure

20. Atchutapuram SEZ is a multi-product SEZ (MPSEZ) developed over an area of 5,595.47
acres of land at Atchutapuram and Rambilli mandals of Visakhapatnam district. Similarly,
Naidupeta cluster in the southern part of the state consists of a multi-product SEZ (2,549 acres),
Naidupeta Industrial Park (1,244 acres) and Attivaram Industrial Park (406 acres). Many
investors have evinced interest in these areas and a few have even started production.
Investors would be facilitated in running smooth production operations if some vital
infrastructure components, such as bulk water supply and effluent treatment facilities, are
installed and commissioned. Due to pressing demand from the existing chemical units, APIIC
has already started construction of 1.5 million liters per day (MLD) common effluent treatment
plant (CETP) and an outfall system for transporting treated effluent for marine disposal in
Andhra Pradesh special economic zone (APSEZ) Atchutapuram. This needs to be augmented
to a capacity of 4.5 MLD to cater to the requirement of all allocated units in the chemical sector.
Thus, construction of a 3 MLD CETP is planned under the project.

21. The Atchutapuram SEZ is presently using the surplus bulk water from the adjacent
apparel SEZ, Brandix, which is yet to expand to its full capacity. To be self-reliant for bulk water,
APSEZ has been allocated 95 MLD water from Yeluru left bank main canal, which is 26 km
away from the APSEZ area. It is planned to construct intake structure with pumps, collection,



transmission and summer storage faciliies®® under the project. In addition, a 5 MLD water
treatment plant is also proposed as part of the project to meet the treated water requirement.
APIIC shall be constructing the internal water distribution pipes and the storm water
management system using its own resources.

22. There is a similar requirement for upgrading internal infrastructure in Naidupeta cluster
of Yerepedu Kalahasti node. Expansion of production capacity of existing units and operations
of allotted units are linked to improved internal infrastructure and CETP. Considering the
capacity requirement of units already operating and likely to be commissioned, a CETP of 1.0
MLD is planned under the project. As there is no nearby site for disposal of treated effluent, the
CETP shall be operating on a zero liquid discharge (ZLD) mode. MPSEZ is a new development
requiring all major internal infrastructure components such as internal road network, storm
drains, power transmission and communication lines, and internal water distribution pipelines.
In addition, a bulk water system to convey the allocated 0.29 thousand million cubic feet water
from Telugu Ganga Canal (at 21 km), is targeted to be taken up as a subproject. The scope of
work would include intake, pumps, pumping mains, and summer storage facility.* These
internal infrastructure components in Atchutapuram and Naidupeta will not only provide
enhanced services to the existing manufacturing units but also attract several new units to these
areas.

2. Urban Investments: Water Sector for GVMC

23. The importance of providing good quality urban services in the feeder cities of the
proposed industrial nodes/clusters under VCICDP is clearly well understood by the GoOAP.
Visakhapatnam is the largest industrial center along the VCIC and shall continue to be the most
important urban center in the state. The population of the Visakhapatnam urban area as per
2011 census is 1.89 million and is projected to grow to about 4.92 million over the next 30
years, necessitating sizable investments to augment urban infrastructure and improve service
delivery. The GOAP is planning investments in the city in line with the city development plan and
water sector objectives of nonrevenue water reduction, demand management, and improvement
in service delivery, especially 24x7 supply. The city water supply system is adversely affected
by factors such as heavy transmission and distribution losses, high percentage of nonrevenue
water (NRW, as high as 40%), infrequent, interrupted, intermittent supply and non-metered
connections leading to inappropriate recognition of revenue. Even with these constraints, the
city is able to strike a balance between water revenue and expenditure predominantly due to its
metered bulk and semi bulk industrial and commercial connections.

24, Visakhapatnam city proposes to implement a water loss reduction and distribution
system improvement strategy for a part of the city served by Raiwada canal source, about 60
km away from the city. The water is transmitted through an open channel, originally designed
and constructed for irrigation purposes, later transferred to GVMC to meet the city’s growing
drinking water demand. The channel is mostly unlined and passes through hinterlands resulting
in water losses by evaporation, seepage and pilferage. Out of 27 million gallons per day (MGD)
water at source of the canal, only about 16.5 MGD reaches destination. Replacement of the
canal by a dedicated pipeline would facilitate almost full realization of the allocated quantity at
the destination due to negligible water losses.

%2 This will meet the requirement of 3 months canal closure.
% This will meet the requirement of 3 months of canal closure.



25. Water received from Raiwada is treated at the Narava water treatment plant (WTP) and
the treated water is distributed in the northwest sector of the city, with a population of 310,000
(2011 census), and is projected at 924,200 in 2044. There are about 41,500 consumer
connections in the zone. The projected water demand of the zone is 21 MGD in 2029, and 35
MGD in 2044. It is proposed to take up the water supply system improvements in the city under
the project through two packages: (i) laying transmission pipeline from Raiwada reservoir to
Narava WTP, and (ii) providing continuous pressurized water supply in northwest zone of
GVMC and Anakapalle. The first package envisages laying 59.4 km ductile iron pipeline of size
1600/1100 millimeter (mm) with the related flow measurements, and supervisory control and
data acquisition (SCADA).

26. The second package includes 24x7 water supply based on a district metering area
(DMA) approach targeting nonrevenue water reduction by replacing 265 km of old asbestos
cement and poly vinyl chloride (PVC) distribution network by ductile iron and high density poly
ethylene (HDPE) and laying 40 km new distribution lines to increase access of uncovered
areas, installing 85 bulk water meters and providing 41,500 house service connections. In
addition to this distribution system improvements, there would be corresponding improvements
to storage and transmission by way of replacing 7.5 km of existing 1100 mm diameter old PSC
transmission line, laying 31 km new feeder mains to reservoirs, laying 3.2 km of 800 mm ductile
iron pumping main, constructing a sump and master balancing reservoir and adding 13,900
kiloliter of additional storage reservoirs. The system shall be operated with SCADA by engaging
a performance-based operation and maintenance (O&M) contract. The main performance
targets would be equitable distribution of water, meeting minimum targeted residual pressure,
and 24x7 water supply and establishing and maintaining the nonrevenue water level to below
15%.

3. Investments in Connectivity- Roads

27. The roads under the VCICDP have been selected based on the priorities of the GoAP
as outlined in the VCIC's CDP. The GoAP identified 10 sections of roads as critical corridors of
which three sections, which are vital in terms of debottlenecking of infrastructure in VCIC nodes,
have been included as part of the VCICDP. The sections are:

Table 1: Sections Identified as part of VCICDP

Corridor Length in Kilometer Node
Kakinada — Samarlkot — Rajangaram 56.0 Kakinada
Anakapalle — Atchutapuram 13.6 Visakhapatnam
Nellore — Krishnapatnam 24.6 Yerepedu Kalahasthi

28. The project road sections have configurations ranging from intermediate lane to two
lane-paved shoulders:

Table 2: Project Road Sections

Existing
Project Road Name Right of Way (m) Existing Lane Configuration
Kakinada — Samarlkot — Rajangaram (56 km) 30 Two Lane Paved Shoulder
Anakapalle — Atchutapuram (13.6 km) 18-24 Intermediate Lane (except last 1 km)
Nellore — Krishnapatnam 24 to 30 4 Lane (3.5 km) / Two Lane (21 km)

km = kilometer, m = meter.




29. The traffic is expected to increase from around 15,000-passenger car unit (PCU) to a
level of around 21,000 PCU by 2020 in these corridors. The proposed interventions in the nodes
necessitate strengthening and widening of the roads to two-lane dual carriageway with the
following features:

(@ rural areas: two-lane dual carriageway with paved shoulder of 1.5 meters (m) and
earthen shoulder of 1 m with 2:1 slopes along with toe drain; and utility corridor of
2 m. The overall requirement of right of way of is 20 m for road and an additional
space of 2.5 m for utilities;

(i) built up area: The proposed cross section for the urban area consists of 5.5 m
service road, footpath cum drain and two lane dual carriageway excluding
earthen shoulder; and

(iii) flyover along with approaches and slip roads at major intersections with national
or state highways.

30. The designs are in accordance with IRC guidelines for upgrading and rehabilitation of
existing pavements with a design life of 15 years and 50 years for structural and hydraulic
designs. Safety is a priority and the designs incorporate appropriate safety measures. The
project road section of Samarlkot—Rajangaram with a length of 29.6 km is proposed for
upgrading as part of Tranche 1 and the remaining road sections as part of Tranche 2. In
addition to investments, the project would support a road safety management facility that,
among other things, would address education, enforcement, engineering, and emergency
(details are in Appendix 6).

4, Investments in Power Sector

31. Based on the study carried out during preparation of CDP and regional perspective plan
(RPP), it was observed that one of the key drivers for industrial growth in the VCIC would be
availability of reliable quality power supply to industries. Andhra Pradesh is one of the first
states to come up with a 24x7 power for all program and the pipeline of power generation
projects inside and outside the state, combined with an open access regime permitting
industries to select power suppliers is estimated to be sufficient. Power transmission has
bottlenecks with expected growth in the industrial demand along the VCIC and the overall
transmission expansion plan for Andhra Pradesh was updated based on the assessment of
expected growth in the industrial clusters along the VCIC till 2024. The plan is prepared based
on transmission planning guidelines in accordance with the norms of the Central Electricity
Authority (CEA) under the Ministry of Power, Government of India. The proposed transmission
system was also conducted for the transmission system to meet reliability criteria. Along with
load flow studies, short circuit studies and stability studies were conducted as per CEA
guidelines to update the transmission expansion plan. In order to meet the immediate and future
requirements of the industries in the nodes, APTransco and APIIC have identified and prioritized
construction and upgrading of substations at 10 locations and associated related transmission
lines within VCIC.

32. APTransco has identified the need for power transmission investments in the VCIC
nodes of Visakhapatnam, Naidupeta, and Yerpedu-Srikalahasti and the requirement for
installation of substations at 10 locations and associated transmission lines. Four of these
substations are at voltage levels of 220/132/33 kilo volts (kV), one substation is at 220/132 kV,
four substations are at 132/33 kV and one substation is of 400/220 kV along with associated
transmission infrastructure. APTransco has proposed gas-insulated substations (GIS) at three
locations (i.e., Ozone valley, Kappuluppada and Atchutapuram) owning to constraint in



availability of land and air-insulated substations in other locations, namely
Nakkapalle/Chandanada, Pydibhimavaram, Yerpedu, Rachagunneri, Naidupeta, Kakinada and
Mangalagiri. The project proposals are optimized based on load flow studies detailed field
studies conducted by APTransco in partnership with APIIC to arrive at the least-cost option. In
addition, there will be an improvement in the voltage profile within the VCIC region and the
schemes would result in reduction of losses. For better evacuation and transmission of power
with system reliability and stability, alternatives were examined at various stages of planning to
arrive at the optimal solution based on technical and cost considerations. Estimated timelines
for completing the scheme is as follows:

Table 3: Estimated Timelines

Category Estimated Timeline
132 kV SS and lines 9 months from award of contract
220/400 kV SS and lines 12 months from award of contract
GIS SS and cabling 18 months from award of contract

GIS = gas-insulated substations, kV = kilovolt,

33. APTransco has assessed the following benefits due to implementation of VCIC project:
(i) voltage variation within the acceptable range specified under Indian Electricity Rules; (ii)
ability to cater to load growth of about 1,078 megawatts (MW) in the clusters; (iii) reduction of
system losses of about 35.5 MW, and (iv) enhanced security of supply for sub-stations to meet
the peak load even with an outage event on the single largest transformer. The designs of
proposed transmission lines and substations are based on standard designs and drawings
complying with statutory requirements of safety and quality standards. The substations and
associated transmission lines are divided into three packages. Package 1 and 3 will be taken up
under Tranche 1 while Package 2 will be taken up under Tranche 2.

Table 4: Packages under Tranches 1 and 2

Package Substation Name, Capacity and Name of Overhead line or Underground cable
Name Associated Feeder Bays (route length in km)

Laying of 132kV Double Circuit Line from 220kV
132/33 kV at Yerpedu (2X80 MVA) Rachagunneri SS to proposed Yerpedu SS (9
kMs)

Upgradation of existing AP Transco SS at
Rachagunneri from 220 kV to 400 kV including
Overhead Line

Laying of 400 kV Double Circuit Line from LILO of
Krishnapatnam - Chittoor Line (20 kMs)

Package

01 400/220kV SS at Rachagunneri

(2x315 MVA)

a) Laying of 220 kV Double Circuit Line from 220kV
Rachagunneri SS to proposed Naidupeta SS (40
220/132/33kV SS at Naidupeta kMs)

(2x100+2x80+1x50 MVA) b) 132 kV LILO (15 kMs) of existing 132 kV Naidupet
— Gudur line to proposed 220/132 kV Menakuru
(Naidupeta) SS

a) Laying of 220 kV Double Circuit Line from 400
Kv Maradam SS to proposed Pydibhimavaram
SS(50 kMs)

. b) Erection of 132kV Double Circuit Line from
(23?)?1/38)2 kV'SS at Pydibhimavaram proposed 220 kV Pydibhimavaram SS to Tap point
Package of 132 kV LILO going to the existing 132/33 kV SS
02 Pydibhimavaram(2 kMs)

c) Erection of 132kV Double Circuit Line from
proposed 220 kV SS Pydibhimavaram to existing
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Package Substation Name, Capacity and Name of Overhead line or Underground cable
Name Associated Feeder Bays (route length in km)
132kV SS Chilakapalem(40 kMs)
220/132/33kV SS at GMR Kakinada Laying of 220 k_V D_ouble C_ircuit Line from 220_ kv
SEZ (2X100+2x80+1x31.5 MVA) Samarlkota Switching Station — proposed Kakln_ada
SEZ (50 kMs) (10Km UG Cable + 40kM OH Line)
- Laying of 132 kV Double Circuit XLPE Cable from
gfé%swlk://AS)S at Mangalgir/AllMS 132kV SS Tadepalli to proposed at Mangalgiri
/AIIMS (9 kMs)
Laying of 132kV Double Circuit XLPE Cable from
(1;)%%3Mk\\//A?IS SS Kapuluppada 220 kV SS Diary Farm to proposed GIS at
Kapuluppada (14 kMs)
Laying of 132kV Double Circuit XLPE Cable from
Package (123x2€;gng\\//A()3|S SS Ozone Valley 132kV SS Anandpuram to proposed GIS at Ozone
03 Valley (8 kMs)
220/132/33kV GIS SS at Laying of 220 kV Multi Circuit OH Line from 220kV
Achutapuram (2x100+2x80+1x50 Brandix SS to proposed GIS at Achutapuram (8
MVA) kMs)
220/132/33KV Nakkapalle/ Laying of 220kV Multi Circuit LILO of Parwada -
Chandanada (2X100+2x80+1x31.5 Samalkota and VSS-Kakinada Line to proposed SS
MVA) at Nakkapalle/Chandanada (16 kMs)

GIS = gas-insulated substations, km = kilometer, kV = kilovolt, MVA =mega volt amp, SEZ = special economic zone.

34. The Energy Department in Andhra Pradesh is also monitoring the performance of
distribution feeders. Data on number of outages and duration of outages along with humber of
interrupted consumers is being recorded on a daily basis. The Energy Department is reviewing
this information and will be taking further initiatives to support 24 hour supply of power to
industrial cluster loads along the VCIC while also identifying international standard benchmarks
for improving reliability of supply including outage levels.

5. Support for Project Management and Supervision Consultant

35. The output on institutional capacities, human resources, and program management will
support GoAP in creating a long term project development facility, skills enhancement, investors
promotion, and effective management of the project through a project management and
supervision consultant. Details of Project Development Facility and Skills Development
Component are in Appendix 5 and Appendix 7, respectively. It is expected that the capacity of
the project management unit (PMU) will be enhanced during the project and would be
institutionalized within the proposed corridor management authority. The consultant besides
managing the investment program will also support GoAP in overseeing skill enhancement
component. This also includes support for establishment of a state corridor management
authority and a project development facility to meet long term needs of the corridor and
marketing and promotion of investment destinations of Andhra Pradesh.
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A. Tranche 1 Readiness Activities
Table 5: Tranche 1 Readiness Activities
Sl. 2015 2016 2017 Responsibility
No Indicative Activities Q4 Q1 Q2 Q3 Q4 Q1
1 | Advance contracting actions 31 Dec 15 GoAP, PIU, PMU & ADB
2 | Retroactive financing actions PMU/ GoAP
Establish project
implementation
3 | arrangements 31 Jan 16 PMU
Consultants recruitment
4 | process initiated 15 Mar 16 PMU
ADB, Government of
5 | Loan negotiations 5Jul 16 India , GOAP
6 | ADB Board approval 30 Sept 16 ADB
ADB, Government of
7 | Loan signing 30 Dec 16 India, GOAP
8 | Loan effectiveness 30 Mar 17 | GOAP
9 | PMSC Mobilized 31 Mar 17 | PMU
First set of civil works
bidding documents prepared
10 | and bids invited 01Augl6 PMU, PIU
First set of civil works
contracts awarded and
11 | works started 31 Mar 17 PMU,PIU
Second set of civil works
bidding documents prepared
12 | and bids invited 10ct 16 PMU,PIU
Second set of civil works
contracts awarded and
13 | works started 31 Mar 17 | PMU,PIU

ADB = Asian Development Bank, GoOAP = Government of Andhra Pradesh, PIU = project implementation unit, PMSC = project management and supervision
consultant, PMU = project management unit.
Source: Asian Development Bank estimates.
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B. Overall Project Implementation Plan®*

Table 6: Schedule of Procurement and Implementation of Major Contract Packages under Tranche 1

Activities

2016
(Mth/Qtr)

2017
(Mth/Qtr)

2018
(Mth/Qtr)

2019
(Mth/Qtr)

2020
(Mth/Qtr)

2021
(Mth/Qtr)

2022
(Mth/Qtr)

2023
(Mth/Qtr)

2024
(Mth/Qtr)

112 3|4

112 3|4

112 3|4

112| 3|4

11234

112/ 3|4

112 3|4

1(2|3|4

12| 3|4

A. DMF

1. Corridor management
strengthened and ease of doing
business improved

1.1 Comply with tranche 1 policy-
based loan conditions

1.2 Comply with tranche 2 policy-
based loan conditions

2. VCIC infrastructure strengthened
and more resilient

2.1 Award first civil works contracts

2.2 Award all civil works contracts of
Project 1

2.3 Acquire land and implement
resettlement plans

2.4 Award all civil works contracts of
Project 2

2.5 Complete all construction and
commission all facilities of Project 1

2.6 Complete all construction and
commission all facilities of Project 2

3. Institutional capacities, human
resources, and program
management strengthened

3.1 Support APSSDC in preparation
and implementation of action plan for

24 Gantt chart available in e-handbook on project implementation at http://www.adb.org/documents/handbooks/project-implementation/



http://www.adb.org/documents/handbooks/project-implementation/
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2016
(Mth/Qtr)

2017
(Mth/Qtr)

2018
(Mth/Qtr)

2019
(Mth/Qtr)

2020
(Mth/Qtr)

2021
(Mth/Qtr)

2022
(Mth/Qtr)

2023
(Mth/Qtr)

2024
(Mth/Qtr)

Activities

112|3|4

112/ 3|4

11234

11234

12|34

11234

12|34

11234

11234

training workers, entrepreneurs, and
students

3.2 Initiate capacity-building activities
of executing and/or implementing
agency staff

B. Management Activities

Establish project management unit with
necessary staff

Mobilize project management and

construction supervision consultant

Start implementation of GESI action
plan

X

APSSDC = Andhra Pradesh State Skill Development Corporation, DMF = design and monitoring framework, GESI = gender equality and social inclusion, mth =
month, gtr = quarter, VCIC = Visakhapatnam-Chennai Industrial Corridor.

Source: Asian Development Bank estimates.
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[l PROJECT MANAGEMENT ARRANGEMENTS
A. Project Implementation Organizations: Roles and Responsibilities

36. The roles and responsibilities of PMU and PlUs are summarized below and described in
detail in Appendix 8.

Table 7: Project Implementation Organizations - Roles and Responsibilities

Project Implementation

Organizations Management Roles and Responsibilities
Executing agency: 0] Overall strategic planning and guidance, and management
Government of Andhra support;
Pradesh through its (i) Coordinate with other departments on project issues;
Department of Industries and (iii) Mobilize counterpart funding for the project;
Commerce (iv) Overall management of project implementation; and
(v) Overall management of design and implementation of policy
loan.
PMU: Directorate of Industries | Project Management
0] Overall project management;
(i) Recruitment of consultants (PMSC);
(iii) Finalize procedures and guidelines, including standard bidding

documents and evaluation of bids, for procurement of civil
works and equipment in consultation with PIUs and ADB;

(iv) Developing annual work plans, job descriptions, staffing
schedules and budgets;
v) Establish financial accounting and control systems and ensure

accurate and timely report submissions and funds flow from
ADB and onwards to the implementing agencies;

(vi) Confirm procurement methods as per ICB, IS or NCB, for each
subproject component;

(vii) Coordinate land acquisition actions for sub projects and
proposed projects; and

(viii)  Coordinate with all PIUs for the implementation of GESI action
plan activities.

Monitoring and Reporting

0] Supervise, coordinate and monitor the work of PIUs;

(i) Ensure compliance with loan covenants;

(i) Administer imprest accounts, Prepare project accounts and
submit timely statements to ADB and government;

(iv) Prepare monthly, quarterly, midterm and final progress reports;

v) Authorization of release of funds for works and goods to PIUs;
and

(vi) Prepare quarterly and bi-annual monitoring report of GESI

action plan implementation

Institutional Strengthening

0] Assist DOIC in formulation and implementation of policy
reforms;

(i) Assist DOIC in establishing institutions for corridor
management;

(iii) Lead reform-related consultations and policy workshops;

(iv) Coordinate learning events related to the project and corridor

management; and
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Project Implementation
Organizations

Management Roles and Responsibilities

(v) Coordinate skill development programs with Andhra Pradesh
Skill Development Corporation and GoAP/DOIC.

Promotion and Marketing

() In consultation with GOAP, prepare promotion plans and
coordinate marketing programs with the Government of India;
and

(ii) Coordinate visits of delegations with respective PIUs and

industrial area authorities in the state.

Project Development

0] Oversee additional subprojects to be developed for future
financing;
(i) Manage a project development facility; and
(iii) Coordinate road safety components through a road safety
management facility and related departments.
Project Steering Committee 0] Policy decisions to support project approvals and
implementation;
(i) Review project progress; and
(iii) Facilitate/resolve inter departmental coordination for
implementation by the PIUs
Implementing Agencies: Design
Project Implementation Units 0] Oversee design consultants in preparing or prepare in-house
(PIUs) the DPRs;
(i) Finalize project components, packages and preparation of

contract documents;

(iii) Check, verify, and update designs, engineering estimates and
contract documents; and

(iv) Ensure inclusion of gender-responsive features in the design,
and the associated costs.

Procurement

(i Prepare standard bidding documents, DPRs and bidding
document for good and works and submit for approval to ADB;

(ii) Issue invitation for bids, evaluate bids and submit report for
approval to ADB, and award contracts after approval from ADB;
and

(i) Check all licenses and statutory approvals.

Advance Preparation

0] Coordinate and confirm shifting of utilities;

(i) Confirm land acquisition requirements, resettlement actions,
and assess each site's environmental aspects for detailed
design of project component;

(iii) Prepare a detailed implementation schedule covering all work
stages for each subproject; and

(iv) Prepare community consultation and public awareness
programs as required.

Supervision and Monitoring

0] Monitor supervision of works;

(i) Supervise, coordinate and monitor the civil works and supply of
equipment and materials ensuring sound supervision and
guality control and any other technical matters and issue
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Project Implementation
Organizations

Management Roles and Responsibilities

(i)

(iv)
v)

(vi)
(Vi)

(i)
(ii)

certificates for acceptance;

Measurement and recording of acceptable works, check
contractors/suppliers invoices and recommend payments to the
contractors;

Overall contract management and preparation of variation
orders;

Assist / coordinate preparation of final measurement and 'as
built' drawings;

Monitor project implementation and

Monitor implementation of GESI action plan by the Safeguards
Manager (social and gender) in each PIU.

Accounting and Reporting

Prepare monthly, quarterly, midterm and final progress reports;
and
Payments, accounting and reporting to the PMU and ADB.

Disbursement

0] Submission of withdrawal applications;
(ii) Retention of supporting documents; and
(iii) Any reporting requirements, including the annual audit report
and financial statements.
ADB 0] Overall supervision of the project; and
(i) Review and approval of procurement packages and

disbursements.

ADB = Asian Development Bank, DOIC =

Department of Industries and Commerce, DPR = detail project reports,

GoAP = Government of Andhra Pradesh, ICB = international competitive bidding, IS = international shopping, NCB =
national competitive bidding, PIUs = project implementation units, PMSC = project management and supervision
consultant, PMU = project management unit .

Source: Asian Development Bank.

B. Key Persons Involved in Implementation

Executing Agency
Government of Andhra Pradesh
through its Department of
Industries and Commerce

Government of Andhra Pradesh
through its Directorate of
Industries

Asian Development Bank
Urban Development and Water
Division, South Asia Department

Mr. Solomon Arokiaraj

Secretary

+91-40-23450456

secy_inds@ap.gov.in

North H Block, 3" Floor, AP Secretariat, Hyderabad 500022
India

Mr. Kartikeya Misra
Director, Industries
+91-40-23441676
director.industry@ap.gov.in

Mr. Sekhar Bonu

Director, SAUW, South Asia Department,
ADB, Manila

+63 2 632 5628

sbonu@adb.org



mailto:director.industry@ap.gov.in
mailto:sbonu@adb.org

Mission Leader Mr. Manoj Sharma
Principal Urban Development Specialist, SAUW
South Asia Department, ADB, Manila
+63 2 632 6505
msharma@adb.org

C. Project Organization Structure
Figure 1: Organizational Structure
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Project Manager

j f f f

PROJECT PROJECT PROJECT PROJECT
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Andhra Pradesh Municipal and Urban Andhra Pradesh Transmission

Industrial Development Road Development Corporation of
Infrastructure Department Corporation Andhra Pradesh

Corporation and Greater
Visakhapatnam
Municipal
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V. COSTS AND FINANCING

37. The government has requested an MFF of up to $500 million from ADB’s OCR and a
parallel grant cofinancing of $5 million from the Urban Climate Change Resilience Trust Fund
(UCCRTF), which it will make available to the GOAP under the same terms as the original loan
and grant, to help finance the infrastructure investments under the VCICDP.?*> The GoAP will
contribute $215 million to the investment cost of the MFF to finance taxes and duties,
resettlement costs, part of incremental cost, financing charges during implementation, and part
of the civil works, equipment and consulting services; and will provide the loan and grant
proceeds and counterpart funds to the implementing agencies as a mix of loan and grant. The
MFF is expected to be drawn in two tranches, subject to the government’s submission of related
periodic financing requests, execution of the related legal agreements for each tranche, and
fulfillment of terms and conditions set forth in the framework financing agreement.?® Approval for
the second tranche is scheduled in 2018. Project 1 of $358 million will be financed by a loan of
$245 million from ADB’s OCR, and will have a 25-year term, including a grace period of 5 years,
a 20-year straight line repayment method, an annual interest rate determined in accordance
with ADB'’s LIBOR-based lending facility, a commitment charge of 0.15% per year, and such
other terms and conditions set forth in the draft loan and project agreements.?” The investment
program is in Table 8 and financing plan is in Table 9.

Table 8: Investment Program

($ million)
Amount ?
Project 1 Project 2
Item Total
A. Base Cost®
1. Internal infrastructure in industrial clusters 73.29 63.51 136.80
2. Urban water supply and climate change resilience 61.51 49.23 110.74
3. Roads and road safety measures 40.92 133.82 174.74
4. Power transmission and distribution 126.90 57.17 184.07
Subtotal (A) 302.62 303.73 606.35
B. Contingencies® 38.14 41.40 79.54
C. Financing Charges During Implementationd 17.24 16.87 34.11
Total Project Cost 358.00 362.00 720.00

In end-2015 prices; Exchange rate of US$ 1 = Rs66 is used.

Includes taxes and duties of $48.4 million to be financed in cash from government resource. ADB may finance
local transportation, insurance costs, and bank charges.

Physical contingencies are computed at 7.0% for civil works and equipment (5% of project costs); include provision
for uncertainty associated with quantities, and time of implementation. Price contingencies are computed at 1.4%—
1.5% on foreign exchange costs and 5.5% on local currency costs; include provision for potential fluctuation of
inflation and exchange rates under the assumption of a purchasing power parity exchange rate.

Includes interest and commitment charges. Interest during construction for ADB loan has been computed at the 5-
year forward London interbank offered rate plus a spread of 0.5% as of December 2015. Commitment charges for
an ADB loan are 0.15% per year to be charged on the undisbursed loan amount.

Source: Asian Development Bank estimates.

% The UCCRTF Grant will be fully administered by ADB.
% Framework Financing Agreement (accessible from the list of linked documents in Appendix 2).
" Based on these loan terms, the maturity premium payable to ADB is 0.10% per annum.
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Table 9: MFF Financing Plan

Project 1 Project 2 Total Share
Amount Amount Amount of Total
Source ($ million) ($ million) ($ million) (%)°
Asian Development Bank
Ordinary capital resources (loan) 245.0 255.0 500.0 69.4
Urban Climate Change Resilience Trust
Fund® under the Urban Financing
Partnership Facility (grant) 5.0 5.0 0.6
Government 108.0 107.0 215.0 30.0
Total 358.0 362.0 720.0 100.0

% Financing partners: the Rockefeller Foundation and the governments of Switzerland, the United Kingdom and the
United States.
® The ADB financing of $500 million amounts to 70% of the total Project cost of $715 million.

Source: Asian Development Bank estimates.

A. Cost Estimates Preparation and Revisions

38. The cost estimates have been prepared based on the detailed project reports, where
available, or other relevant details of the subprojects. The cost estimate model was prepared
using Microsoft Excel and, is available with the project team and PMU. The cost estimates shall
be further revised during the implementation by the PMU.

B. Key Assumptions
39. The following key assumptions underpin the cost estimates and financing plan:
0] Exchange rate: Rs66 = $1 (as of December 2015).
(ii) Price contingencies based on expected cumulative inflation over the

implementation period are in Table 10.

Table 10: Escalation Rates for Price Contingency Calculation

Item 2016 2017 2018 2019 2020 Average
Foreign rate of price inflation 1.5% 1.4% 1.5% 1.5% 1.5% 1.5%
Domestic rate of price inflation 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%

Source: Asian Development Bank estimates.

(iii) In-kind contributions cannot be easily measured and have not been quantified.
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C. Detailed Cost Estimates by Expenditure Category
Table 11: Project 1 Cost Estimates by Expenditure Category
(% million)
Gross Net Tax
Items $ % % %

A. Investment Costs
1 Civil Works 217.37 100.0% 201.55 92.7% 15.82 7.3%
2 Equipment 36.62 100.0% 33.95 92.7% 2.67 7.3%
3 Resettlement 15.45 100.0% 15.45 100.0% - 0.0%
4 Project Management and Capacity Development 28.56 100.0% 24.94 87.3% 3.62 12.7%

Subtotal (A) 297.99 100.0% 275.88 92.6% 22.10 7.4%
B. Recurrent Costs

Incremental Administrative Costs 4.64 100.0% 4.05 87.3% 0.59 12.7%

Subtotal (B) 4.64 100.0% 4.05 87.3% 0.59 12.7%

Total Base Cost 302.62 100.0% 279.93 92.5% 22.69 7.5%
C. Contingencies
1 Physical Contingencies 17.78 100.0% 16.48 92.7% 1.29 7.3%
2 Price Contingencies 20.36 100.0% 18.88 92.7% 1.48 7.3%

Subtotal (C) 38.14 100.0% 35.36 92.7% 2.78 7.3%
D. Financing Charges During Implementation
1 Interest during Construction 15.92 100.0% 15.92 100.0% - -
2 Commitment Charges 1.32 100.0% 1.32 100.0% - -

Subtotal (D) 17.24 100.0% 17.24 100.0% - -
Total Project Cost 358.00 100.0% 332.53 92.9% 25.47 7.1%

Notes:
1. Numbers may not sum precisely because of rounding.

2. Cost of implementing and monitoring GESI action plan is subsumed in A.1 civil works (gender-responsive design features), A.4 project management and

capacity development, and B. incremental administration costs.
Source: Asian Development Bank Estimates.
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Table 12: Allocation and Withdrawal of Loan Proceeds — Tranche 1 of MFF for Project 1

Category ADB
Amount Allocated $ Percentage and Basis for
Number ltem Sub- :
Category % Withdrawal
category

Civil Works, Equipment,

percent of total expenditure

1 and Incremental Costs 199,859,000 78.5% claimed

— Infrastructure
5 Ec;)nl\jglgn%ggrv&cs; 15,205,000 87 3% Eﬁari(rzr?:(; of total expenditure
3 Unallocated 29,936,000

Total 245,000,000

ADB = Asian Development Bank, PMSC = project management and supervision consultant, RPIA = resettlement plan
implementing agency, RSF = road safety facility.
Source: Asian Development Bank estimates.

E. Allocation and Withdrawal of Grant Proceeds — Urban Climate Change Resilience
Trust Fund (UCCRTF)

Table 13: Allocation and Withdrawal of Grant Proceeds — UCCRTF

Category ADB
Amount Allocated $ Percentage and Basis for
Number ltem Sub- :
Category % Withdrawal
category

Civil Works and Equipment

percent of total expenditure

1 — Urban Climate Change 4,000,000 92.7% claimed

Resilience

Consulting Services percent of total expenditure
2 — Urban Climate Change 1,000,000 87.3% claimed

Resilience

Total 5,000,000

Source: Asian Development Bank estimates.
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F. Detailed Cost Estimates by Financier
Table 14: Project 1 Cost Estimates by Financier
(% million)
ADB UCCRTF GoAP
o o Tax Non-Tax Total o gotal
ltem $ % $ % N % osts
A. Investment Costs
1 CivilWorks 169.20 77.8% 180 08% 1582 30.54 46.36 21.3% 217.37
a. Infrastructure Development 169.20 78.5% - - 15.68 30.54 46.22 21.5% 215.43
b. Urban Climate Change Resilience - - 180 92.7% 0.14 - 0.14 7.3% 1.94
2 Equipment 27.02 73.8% 220 6.0% 2.67 4.74 7.40 20.2% 36.62
a. Infrastructure Development 27.02 78.5% - - 2.49 4.74 7.23 21.5% 34.25
b. Urban Climate Change Resilience - - 220 92.7% 0.17 - 0.17 7.3% 2.37
3 Resettlement - - - - - 15.45 15.45 100.0% 15.45
4 Project Management and Capacity Development 1521 53.2% 1.00 3.5% 3.62 8.73 12.35 43.2% 28.56
a. PMSC, RSF, RPIA 15.21 87.3% - - 2.20 - 2.20 12.7% 17.41
b. Project Development Mechanism - - - - 1.27 8.73 10.00 100.0% 10.00
c. Urban Climate Change Resilience - - 1.00 87.3% 0.15 - 0.15 12.7% 1.15
Subtotal (A) 211.42 71.0% 5.00 1.7% 22.10 59.46 81.56 27.4% 297.99
B. Recurrent Costs
Incremental Administrative Costs 3.64 78.5% - - 0.59 0.41 1.00 21.5% 4.64
Subtotal (B) 3.64 78.5% - - 0.59 0.41 1.00 21.5% 4.64
Total Base Cost 215.06 71.1% 5.00 1.7% 22.69 59.87 82.56 27.3% 302.62
C. Contingencies
1 Physical Contingencies 13.96 78.5% - - 1.29 2.53 3.82 21.5% 17.78
2 Price Contingencies 15.98 78.5% - - 1.48 2.90 4.38 21.5% 20.36
Subtotal (C) 29.94 78.5% - - 2.78 5.43 8.20 21.5% 38.14
D. Financing Charges During Implementation
1 Interest during Construction - - - - - 15.92 15.92  100.0% 15.92
2 Commitment Charges - - - - - 1.32 1.32  100.0% 1.32
Subtotal (D) - - - - - 17.24 17.24  100.0% 17.24
Total Project Cost 245.00 68.4% 5.00 1.4% 2547 82.53  108.00 30.2% 358.00

ADB = Asian Development Bank, GoAP = Government of Andhra Pradesh, PMSC = project management and supervision consultant, RPIA = resettlement plan
implementing agency, UCCRTF = Urban Climate Change Resilience Trust Fund, RSF = road safety facility.

Notes:

1. Numbers may not sum precisely because of rounding.

2. Cost of implementing and monitoring GESI action plan is subsumed in A.1 civil works (gender-responsive design features), A.4 project management
and capacity development, and B. incremental administration costs.
3. The annual audits of the project will be conducted by the government.
Source: Asian Development Bank Estimates.
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G. Detailed Cost Estimates by Components
Table 15: Project 1 Detailed Cost Estimates by Components
(% million)
Component 1 Component 2 Component 3 Component 4
Internal Urban water
infrastructure supply and Roads and road Power
in industrial climate change safety transmission
clusters resilience measures and distribution Total
Items $ % $ % $ % $ % Costs
A. Investment Costs
1 Civil Works 56.26 25.9% 43.26 19.9% 21.37 9.8% 96.47 44.4% 217.37
2 Equipment 9.93 27.1% 9.66 26.4% - - 17.02 46.5% 36.62
3 Resettlement - - 0.01 0.0% 10.63 68.8% 481 31.1% 15.45
4 Project Management and Capacity Development 6.35 22.2% 7.50 26.3% 8.35 29.3% 6.35 22.2% 28.56
Subtotal (A) 7254 24.3% 60.43 20.3% 40.35 13.5% 124.66 41.8% 297.99
B. Recurrent Costs
Incremental Administrative Costs 0.74 16.0% 1.08 23.4% 0.57 12.3% 224  48.3% 4.64
Subtotal (B) 0.74 16.0% 1.08 23.4% 0.57 12.3% 224 48.3% 4.64
Total Base Cost 73.28 24.2% 61.51 20.3% 40.92 13.5% 126.90 41.9% 302.62
C. Contingencies
1 Physical Contingencies 4,63 26.1% 3.70 20.8% 1.50 8.4% 794 447% 17.78
2 Price Contingencies 531 26.1% 4.24 20.8% 1.71 8.4% 9.10 44.7% 20.36
Subtotal (C) 9.94 26.1% 7.95 20.8% 3.21 8.4% 17.04 44.7% 38.14
D. Financing Charges During Implementation
Interest during Construction 415 26.1% 3.32 20.8% 1.34 8.4% 7.12  44.7% 15.92
Commitment Charges 0.34 26.1% 0.27 20.8% 0.11 8.4% 059 44.7% 1.32
Subtotal (D) 449 26.1% 3.59 20.8% 1.45 8.4% 7.70  44.7% 17.24
Total Project Cost 87.72 24.5% 73.05 20.4% 4558 12.7% 151.65 42.4% 358.00
Notes:

1. Numbers may not sum precisely because of rounding.
2. Cost of implementing and monitoring GESI action plan is subsumed in A.1 civil works (gender-responsive design features), A.4 project management and
capacity development, and B. incremental administration costs.
Source: Asian Development Bank Estimates.
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H. Detailed Cost Estimates by Year
Table 16: Project 1 Detailed Cost Estimates by Year
(% million)
Item Total 2016 2017 2018 2019 2020 2021 2022
A. Investment Costs
1 Civil Works 217.37 - 10.69 60.38 61.16 45.12 37.33 2.69
2 Equipment 36.62 - 1.80 10.17 10.30 7.60 6.29 0.45
3 Resettlement 15.45 - 15.45 - - - - -
Project Management and Capacity
4 Development 28.56 2.38 4.76 4,76 4.76 4.76 4.76 2.38
Subtotal (A) 297.99 2.38 32.69 75.31 76.23 57.48 48.37 5.53
B. Recurrent Costs
Incremental Administrative Costs 4.64 0.36 0.71 0.71 0.71 0.71 0.71 0.71
Subtotal (B) 4.64 0.36 0.71 0.71 0.71 0.71 0.71 0.71
Total Base Cost 302.62 2.74 33.40 76.02 76.94 58.19 49.09 6.24
C. Contingencies
1 Physical Contingencies 17.78 0.00 0.87 4.94 5.00 3.69 3.05 0.22
2 Price Contingencies 20.36 0.10 1.70 5.09 6.46 3.06 3.41 0.54
Subtotal (C) 38.14 0.10 2.57 10.03 11.46 6.75 6.46 0.76
D. Financing Charges
1 Interest During Implementation 15.92 0.02 0.30 1.14 2.32 3.36 4.18 4.61
2 Commitment Charges 1.32 0.37 0.34 0.28 0.18 0.10 0.04 0.00
Subtotal (D) 17.24 0.39 0.64 1.42 2.50 3.46 4.22 461
Total Project Cost 358.00 3.22 36.62 87.47 90.90 68.40 59.77 11.61
Notes:

1. Numbers may not sum precisely because of rounding.

2. Cost of implementing and monitoring GESI action plan is subsumed in A.1 civil works (gender-responsive design features), A.4 project management and
capacity development, and B. incremental administration costs.

Source: Asian Development Bank Estimates.
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l. Contract Awards and Disbursement S-Curve

40. The graph below shows contract awards and disbursement for Project 1 over the life of
the project, and annually based on the contract awards and disbursement projections.

Contract Awards ($ million) Disbursements ($ million)
Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4 Total

2016 - - - 33.00 33.00 - - - - -

2017 116.00 184.00 224.00] 227.00 227.00 4.00 8.00 12.00 17.00 17.00

2018 228.50 230.00 231.50] 233.00 233.00 34.00 51.00 68.00 85.00 85.00

2019 234.50 236.00 237.50] 239.00 239.00 102.00 119.00 136.00 154.00 154.00

2020 240.50 242.00 243.50] 245.00 245.00 167.00 180.00 193.00 205.00 205.00

2021 246.50 248.00 249.00] 250.00 250.00 217.00 228.00] 239.00 250.00 250.00
300
250
200
150
100
50
0

2016 2017 2018 2019 2020 2021
Contract Awards Disbursements

US ($) Million
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J. Fund Flow Diagram

Figure 2: Fund Flow Diagram
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ADB = Asian Development Bank, GoAP = Government of Andhra Pradesh, PIUs = project implementation units.
V. FINANCIAL MANAGEMENT
A. Financial Management Assessment

41. A Financial Management Assessment (FMA) was conducted in accordance with
ADB Guidelines for the Financial Management and Analysis of Projects (2005), Financial
Due Diligence a Methodology Note (2009), and Financial Management Technical Guidance
Note (2015). The FMA was conducted for the PMU representing the executing agency, i.e.,
Department of Industries and Commerce, and Greater Visakhapatnam Municipal Corporation
(GVMCQC), Andhra Pradesh Industrial Infrastructure Corporation Limited (APIIC), Transmission
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Corporation of Andhra Pradesh Limited (APTransco), and Andhra Pradesh Road
Development Corporation (APRDC) [all as project implementing units (PIUs)].?® Their
financial management was assessed with focus on funds flow, staffing, accounting policies
and procedures, budgeting system, payments, policies and procedures, cash and bank,
contract management and accounting, internal controls, financial reporting and monitoring,
and internal and external audit, reporting and monitoring, and information systems in relation
to administering the proposed loan.

42. ADB'’s assessment of the GOAP and its agencies reveals that, Andhra Pradesh has
sufficient capacity to administer ADB-funded projects, particularly the disbursement
procedures of ADB.

43. PMU will act as a coordinating agency between the executing agency and the PIUs in
implementing the project. PMU has been set up only recently and recruitment of additional staff
for PMU is in progress. PMU will be supported by the project management consultants in
developing an institutional set-up appropriate for the implementation of the project.

44, All of the PIUs are well experienced in implementing projects for their entities. They have
experienced technical, financial, and administrative staff to manage the affairs of the entity and
the project. The PIUs have adequate fund management capability and their accounting system
and procedures are adequate.

45, However, the risk factors which need to be addressed include:

(@ Lack of experience of some PIUs in managing externally assisted projects;
(i) Lack of key staff in the PMU including a financial management specialist;
(iii) Delay in the resolution of audit issues.

46. Despite the highlighted risks, with the ongoing actions by PMU and PIUs in addressing
the issues and with the risk mitigation measures proposed, the financial management
arrangements are considered satisfactory. The overall risk assessment for the Project is
Moderate. The action plan includes:

Table 17: Financial Management Action Plan

Responsible

Key Risk Risk Mitigating Activity Timeline Entity
Inadequate staff Recruitment or appointment of adequate | Prior to loan PMU
capacity experienced staff in PMU including a effectiveness

financial management specialist.
Partially manual Need to fully computerize accounting June 2017 PMU
accounting systems.
Significant outstanding | Clarifications / resolution on all audit June 2017 GVMC
audit issues issues to state audit department, with a

road map, with copy to ADB.
Weak internal control Update and reconcile fixed asset register. | June 2017 APIIC
over assets
Delay in submission of | Meet the C&AG and request the inclusion | Immediately PMU
audited project of Project 2 in their annual work plan to
financial statements avoid delays.
Weak internal audit Appoint a dedicated internal auditor for December APRDC/

% The Financial Management Assessment report is accessible from the list of linked documents to RRP.
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Responsible

statements

for the FY 2014-15 (APRDC, APIIC) and
FY 2012-13 (GVMC).

Key Risk Risk Mitigating Activity Timeline Entity

an ongoing risk based audit reporting 2016 GVMC

directly to the Board of Directors.
Delays in completion of | Completion of external audit and public December APRDC, APIIC,
audited financial disclosure of audited financial statements | 2016 GVMC

ADB = Asian Development

Bank, APIIC=Andhra Pradesh Industrial Infrastructure Corporation, APRDC= Andhra

Pradesh Road Development Corporation, C&AG= Comptroller and Auditor General, GVMC= Greater Visakhapatnam
Municipal Corporation, PMU = program management unit.

47.

A summary of the financial management internal control risk assessment is given below.

Table 18: Financial Management Internal Control Risk Assessment

Risk Description

| Risk Assessment

| Risk-Mitigation Measures

Inherent Risk

1. Country-Specific

Risks (India)

LOW
While significant headway is being made with
reduction in fiscal deficits and e-governance
initiatives, the internal audit functions remain
weak at the state level.

Strengthen internal audit at
the PIU level.

2. Entity-Specific
Risks (GoAP, DOI)

MODERATE
(i) In its audit, CAG has pointed out several
inadequacies in the GOAP financial
management and reporting, including (a)
unrealistic budget assumptions, (b) weakness
in expenditure monitoring and control, (c) poor
internal control in some Departments, (d) poor
program implementation, (e) weak expenditure
monitoring systems and (f) non reconciliation of
expenditure and receipts.

(ii) DOI has limited capacity to handle the
budgeting, accounting, internal controls, and
reporting functions. However, the PIUs have
adequate experience in managing and
implementing projects, and some of them have
also accessed external assistance from World
Bank, JICA, and JBIC. Fund flow is not an
issue as it follows the reimbursement method.

(i) GOAP is taking several
steps to address the issues
raised by the CAG, including
e-Governance.

(i) Andhra Pradesh is a new
state. PMU also has just
been set up and needs to be
staffed adequately with
experienced personnel.
While some PIUs have
experience in managing
externally assisted projects,
PMU needs to have
experienced staff to manage
the entire process with ADB,
Gol, GoAP, and PIUs.

Overall
Inherent Risk

MODERATE

in the success of the program.

Implementing projects in a multi sector is a challenge for the new GoAP. PMU
is also a new entity yet to be staffed adequately. Absorption of funds to create
infrastructure in energy, roads, water supply, sewerage, etc. is a critical factor

Control Risk

3. Implementing
Entity

LOW
Whereas implementing agency’s capacity in
managing a multi-sector program is
inadequate, the PIUs have adequate capacity
and their financial management is satisfactory.
The PIUs have a structured and competent
financial management and accounts

Not applicable
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Risk Description

Risk Assessment

Risk-Mitigation Measures

department. Proper controls are in place
concerning their business operations.

4. Funds Flow MODERATE
GoAP’s DOI and Finance Department and the | Capacity building needs to
PIUs will manage overall project funds. be provided for adhering to
Reimbursement mechanism along with a ADB'’s policies and
project imprest account will be used to cover procedures as also in
various payments. Each PIU will have its own management of imprest
project account. However, neither the account.
executing agency nor the PIUs have any
experience of managing ADB funds.

5. Staffing MODERATE

The PIUs’ finance and accounts departments
are adequately staffed with competent and
experienced personnel. However, the PMU
needs to be adequately staffed with
experienced staff including a financial
management specialist to take care of
coordination issues with the PIUs, especially
relating to fund transfers, submission of
reimbursement claims, etc.

PMU needs to be staffed
adequately with experienced
personnel.

6. Accounting
Policies and
Procedures

LOW
Policies and procedures are well documented.
While GVMC uses Andhra Pradesh Municipal
Accounts Manual, other implementing
agencies follow the GAAP and accounting
standards as applicable.

Not applicable

7. Internal Audit

MODERATE
The Director of State Audit which conducts
annual audit also does internal audit of
GVMC's internal processes. APTransco and
APIIC have appointed external chartered
accountants to do internal audit whereas
APRDC is in the process of appointing an
external chartered accountant to conduct its
internal audit. The external auditors of GVMC
and APIIC have indicated that the internal
control systems of GVMC and APIIC need
strengthening.

GVMC and APIIC need to
improve their internal
processes. GVMC needs to
appoint a separate internal
auditor to give more focused
attention on adhering to
internal processes. APRDC
also needs to appoint an
internal auditor.

8. Reporting and
Monitoring

MODERATE
Comprehensive monthly and quarterly FM
reporting systems are in place for all PIUs.
Routine reports are produced from the
Accounting System — others are prepared on
spreadsheets with figures extracted from the
accounting system.

Need to fully computerize
accounting systems.

9. Information
Systems

LOW
APTransco has a comprehensive enterprise
resource planning system including financial
accounts. GVMC uses the e-Suvidha system
for its information system. APRDC also uses
the Bills Monitoring System of GoAP. APIIC is
in the process of introducing ERP.

Not applicable

Overall

MODERATE
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Risk Description Risk Assessment | Risk-Mitigation Measures
Control Risk Some financial management risks, flaws, and imperfections are recognized,
but all of them are not high. However, delays in the finalization of audit reports
for the past years are found with substantial risks and these need to be tackled

with adequate provision of resources.

ADB = Asian Development Bank, APIIC = Andhra Pradesh Industrial Infrastructure Corporation Limited, APRDC =
Andhra Pradesh Road Development Corporation, APTransco = Transmission Corporation of Andhra Pradesh, DOI =
Directorate of Industries, ERP = enterprise resource planning, GAAP = Generally Accepted Accounting Principles,
GOAP = Government of Andhra Pradesh, GVMC = Greater Visakhapatnam Municipal Corporation, PIU = project
implementing unit, PMU = project management unit.

B. Disbursement
1. Disbursement Arrangements for ADB and ADB-administered cofinancier
Funds

48. The loan/grant proceeds will be disbursed in accordance with ADB’s Loan Disbursement
Handbook (2015, as amended from time to time),?® and detailed arrangements agreed upon
between the government and ADB. The PMU and PIUs will be responsible for: (i) preparing
annual contract awards and disbursement projections; (ii) requesting budgetary allocations for
counterpart funds; (iii) collecting supporting documents; and (iv) preparing and sending
withdrawal applications to ADB through Treasury, Ministry of Finance. Online training for
project staff on disbursement policies and procedures is available.®*® Project staff are
encouraged to avail of this training to help ensure efficient disbursement and fiduciary control.

49. Disbursement Arrangements for UCCRTF Grant. The grant proceeds will be
disbursed in accordance with ADB’s Loan Disbursement Handbook (2015, as amended from
time to time), and detailed arrangements agreed upon between the government and ADB.*! The
PMU and PIUs will be responsible for: (i) preparing annual contract awards and disbursement
projections; (ii) requesting budgetary allocations for counterpart funds; (iii) collecting supporting
documents; and (iv) preparing and sending withdrawal applications to ADB through Treasury,
Ministry of Finance. Procedures similar to loan funds will in general be adopted for grant
proceeds.

50. Imprest fund procedure. Separate imprest accounts should be established and
maintained by the Controller of Aid Accounts and Audits (CAAA) for each funding source. The
currency of the imprest account is the US dollar. The imprest account is to be used exclusively
for ADB’'s and UCCRTF's share of eligible expenditures. The CAAA, who established the
imprest account in its name, is accountable and responsible for proper use of advances to the
imprest account including advances to the sub-accounts.

51. The total outstanding advance to the imprest accounts should not exceed the estimate of
ADB'’s share of expenditures to be paid through the imprest accounts for the forthcoming 6
months. The executing agency may request for initial and additional advances to the imprest
accounts based on an Estimate of Expenditure Sheet* setting out the estimated expenditures
to be financed through the accounts for the forthcoming 6 months. Supporting documents
should be submitted to ADB or retained by the executing agency in accordance with ADB'’s

29 | oan Disbursement Handbook: http://www.adb.org/documents/loan-disbursement-handbook

%0 Disbursement elLearning. http://wpgr4.adb.org/disbursement_elearning

%1 The document giving details of the Grant under UCCRTF: Strengthening Urban Climate Change Resilience of
Visakhapatnam is accessible from the list of linked documents to RRP.
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Loan Disbursement Handbook (2015, as amended from time to time) when liquidating or
replenishing the imprest account.

52. Separate sub-accounts should be established and maintained by the executing agency
for each funding source. The sub accounts are to be used exclusively for ADB and UCCRTF's
share and share of eligible expenditures. The executing agency should ensure that every
liquidation and replenishment of each sub-account is supported by sufficient documentation in
accordance with ADB’s Loan Disbursement Handbook (2015, as amended from time to time).

53. Statement of expenditure procedure.*® The SOE procedure may be used for
reimbursement of eligible expenditures or liquidation of advances to the imprest accounts.
Supporting documents and records for the expenditures claimed under the SOE should be
maintained and made readily available for review by ADB's disbursement and review missions,
upon ADB's request for submission of supporting documents on a sampling basis, and for
independent audit.

54. Before the submission of the first withdrawal application, the borrower should submit to
ADB sufficient evidence of the authority of the person(s) who will sign the withdrawal
applications on behalf of the government, together with the authenticated specimen signatures
of each authorized person. The minimum value per withdrawal application is set in accordance
with ADB’s Loan Disbursement Handbook (2015, as amended from time to time). Individual
payments below this amount should be paid (i) by the PMU and PIUs and subsequently claimed
to ADB through reimbursement, or (ii) through the imprest accounts, unless otherwise accepted
by ADB.

C. Accounting

55. The PMU and PIUs will maintain, or cause to be maintained, separate books and
records by funding source for all expenditures incurred on the project following relevant
standards. The PMU will prepare consolidated project financial statements in accordance with
the government's accounting laws and regulations which are consistent with international
accounting principles and practices. The PMU and PIUs will maintain separate project accounts
and records by funding source for all expenditures incurred under the Project. Each project’s
financial statements will adhere to generally accepted accounting principles followed in India
and the cash basis accounting standards followed by the Government of India. While PIUs
follow accrual accounting for preparing entity accounts, for the purpose of project accounting,
PI1Us would use cash basis. PMU will consolidate project accounts on cash basis.

D. Auditing and Public Disclosure

56. The PMU and PIUs will cause the detailed consolidated project financial statements to
be audited in accordance with the government’s audit regulations, as supplemented by the
terms of reference agreed between ADB, Department of Economic Affairs (DEA) and CAG India
in September 2013, by an independent auditor acceptable to ADB. The audited project financial
statements together with the auditor’s opinion will be presented in the English language to ADB
within 6 months from the end of the fiscal year by the executing agency.

% SOE forms are available in Appendix 9B and 9C of ADB’s Loan Disbursement Handbook (2015, as amended from
time to time).
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57. The audited entity financial statements of GVMC, APIIC and APRDC, together with the
auditor’s report and management letter, will be submitted in English to ADB within 1 month after
their approval by relevant authorities.

58. The audit report for the project financial statements will include a management letter and
auditor’s opinions, which cover (i) whether the project financial statements present an accurate
and fair view or are presented fairly, in all material respects, in accordance with the applicable
financial reporting standards; (ii) whether the proceeds of the loan and grant were used only for
the purpose(s) of the project; and (iii) whether the borrower or executing agency was in
compliance with the financial covenants contained in the legal agreements (where applicable).

59. Compliance with financial reporting and auditing requirements will be monitored by
review missions and during normal program supervision, and followed up regularly with all
concerned, including the external auditor.

60. The government, executing and implementing agencies have been made aware of
ADB'’s approach to delayed submission, and the requirements for satisfactory and acceptable
quality of the audited project financial statements.?* ADB reserves the right to require a change
in the auditor (in a manner consistent with the constitution of the borrower), or for additional
support to be provided to the auditor, if the audits required are not conducted in a manner
satisfactory to ADB, or if the audits are substantially delayed. ADB reserves the right to verify
the project's financial accounts to confirm that the share of ADB’s financing is used in
accordance with ADB’s policies and procedures.

61. Public disclosure of the audited project financial statements, including the auditor’s
opinion on the project financial statements, will be guided by ADB’s Public Communications
Policy 2011.% After the review, ADB will disclose the audited project financial statements and
the opinion of the auditors on the project financial statements no later than 14 days of ADB'’s
confirmation of their acceptability by posting them on ADB’s website. The management letter,
additional auditor’s opinions, and audited entity financial statements will not be disclosed.*®

VL. PROCUREMENT AND CONSULTING SERVICES
A. Advance Contracting and Retroactive Financing
62. All advance contracting and retroactive financing will be undertaken in conformity with

ADB Procurement Guidelines (2015, as amended from time to time) and ADB’s Guidelines on
the Use of Consultants (2013, as amended from time to time). The issuance of invitations to bid

% ADB's approach and procedures regarding delayed submission of audited project financial statements:

(i) When audited project financial statements are not received by the due date, ADB will write to the executing
agency advising that (a) the audit documents are overdue; and (b) if they are not received within the next 6
months, requests for new contract awards and disbursement such as new replenishment of imprest
accounts, processing of new reimbursement, and issuance of new commitment letters will not be processed.

(i) When audited project financial statements are not received within 6 months after the due date, ADB will
withhold processing of requests for new contract awards and disbursement such as new replenishment of
imprest accounts, processing of new reimbursement, and issuance of new commitment letters. ADB will (a)
inform the executing agency of ADB’s actions; and (b) advise that the loan may be suspended if the audit
documents are not received within the next 6 months.

(i) When audited project financial statements are not received within 12 months after the due date, ADB may
suspend the loan.

% public Communications Policy: http://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications
% This type of information would generally fall under public communications policy exceptions to disclosure. ADB.
2011. Public Communications Policy. Paragraph 97(iv) and/or 97(v).


http://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications
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under advance contracting and retroactive financing will be subject to ADB approval. The
borrower, GoAP and Directorate of Industries have been advised that approval of advance
contracting and retroactive financing does not commit ADB to finance the project.

63. Advance contracting. Advance contracting for the MFF was approved by ADB on 16
December 2015 and includes the following packages under Tranche 1: (i) recruitment of project
management and supervision consultants (PMSC), including policy reforms and capacity
building, and community awareness and participation program; (ii) recruitment of detailed
project report consultants; road safety awareness consultants; external monitoring agency for
implementing resettlement and rehabilitation; and resettlement plan implementation support
agency; and (iii) procurement of six civil works packages for construction of common effluent
treatment plant; augmenting utility services; distribution network improvements; road upgrading
and rehabilitation; and augmenting power distribution capacity. The steps to be concluded in
advance include (i) tendering and bid evaluation for civil works packages; and (ii) recruitment of
consultants.

64. Retroactive financing. Subject to ADB’s approval, retroactive financing will be up to
20% of the total ADB loan amount for eligible expenditures of civil works and consulting services
incurred prior to loan effectiveness but not earlier than 12 months prior to the signing of the loan
agreement. For the MFF Tranche 1, the maximum amount is about $48,000,000, the equivalent
of 20% of the total ADB loan, incurred before loan effectiveness, but not more than 12 months
before the signing of the loan agreement.

B. Procurement of Goods, Works, and Consulting Services

65. All procurement of goods and works will be undertaken in accordance with ADB'’s
Procurement Guidelines (2015, as amended from time to time).

66. International competitive bidding (ICB) procedures will be used for any civil works
contract estimated to cost more than $40 million, and any goods contract estimated to cost
more than $3 million. National competitive bidding (NCB) procedures may be used for any civil
works contract estimated to cost $40 million or less and any goods contract estimated to cost $3
million or less. Shopping will be used for any civil works contract estimated to cost below
$50,000 and for goods contract estimated to cost below $25,000. Schedule for procurement of
first civil works is in Table 19.

67. Before the start of any procurement, ADB and the government will review the
procurement procedures of the relevant agencies (DOIC, PMU and PIUs) to ensure consistency
with ADB’s Procurement Guidelines (2015, as amended from time to time), and audit and
disbursement procedures of the relevant agencies (Finance Department, Audit Office, DOIC,
PMU, PIUs) to ensure consistency with ADB’s disbursement procedures .

68. An 18-month procurement plan indicating threshold and review procedures, goods,
works, and consulting service contract packages and national competitive bidding guidelines is
described in Section C, which follows.

69. All consultants corresponding to ADB financing, will be recruited according to ADB'’s
Guidelines on the Use of Consultants (2013, as amended from time to time).*” The terms of

37 Checklists for actions required to contract consultants by method available in e-Handbook on Project

Implementation at: http://www.adb.org/documents/handbooks/project-implementation/


http://www.adb.org/documents/handbooks/project-implementation/
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reference for all consulting services are described in Section D, which follows.

70. A minimum of 60 person-months of key international experts; and 1,182 person- months
of key national experts are required for PMSC to (i) facilitate project management and
implementation, and (ii) strengthen the institutional and operational capacity of the executing
agency, and (iii) supervise works implementation and capacity building of Implementing
agencies. The consulting firms will be engaged using the quality- and cost-based selection
(QCBS) method with a standard quality-cost ratio of 80:20. Schedule of recruitment of PMSC is
in Table 20.

Table 19: Table of Activities for the Procurement of Works (ICB 1S2E)

Sl. Norm | Time

No Activity Days | frame Action by Status

1 Submit bid documents to ADB (after 15-Aug- | GOAP Completed
incorporating initial comments) 2016

2 ADB review and no-objection 15 30-Aug | ADB Not yet due

3 Finalize bid documents 1 31-Aug | GoAP Not yet due

4 Issue invitation for bids / Advertise in 1 01-Sep | GOAP, ADB | Not yet due
newspapers

5 Prepare bids 42 12-Oct | External Not yet due

6 Bid submission deadline / Public opening of 1 13-Oct | GoAP Not yet due
technical proposals

7 Evaluate technical proposals 15 28-Oct | GoAP Not yet due

8 Prepare bid evaluation report 7 05-Nov | GoOAP Not yet due

9 Review by Procurement Committee 7 12-Nov | GoOAP Not yet due

10 ADB review and no-objection 10 22-Nov | ADB Not yet due

11 Public opening of financial proposals 7 29-Nov | GoOAP Not yet due

12 Evaluate financial proposals 10 8-Dec | GOAP Not yet due

13 Prepare bid evaluation report & 7 15-Dec | GoOAP Not yet due
recommendation for award

14 Review by Procurement Committee 7 22-Dec | GoAP Not yet due

15 ADB review and no-objection 10 02-Jan- | ADB Not yet due

2017

16 Prepare for signing of contract / Contract 28 30-Jan- | GOAP, Not yet due

signing 2017 Contractor

ADB = Asian Development Bank, GoAP = Government of Andhra Pradesh.
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Norm Time
Sl.No Activity Days frame | Action by Status
1 Prepare CSRN / Request for EOIl in 01-Mar- GoAP completed
consultation with ADB 2016
2 Advertise in the newspaper and post CSRN 01-Apr GoAP completed
in ADB CMS
3 Submit EOI 30 20-May External | completed
4 Submission 1 to ADB: Short listing/Draft 01-Sep GoAP not yet due
RFP
5 ADB Review and No-Objection 16 17-Sep ADB not yet due
6 Issue RFP 7 24-Sep GoAP not yet due
7 Submit proposal 45 08-Nov External | not yet due
8 Submission 2 to ADB: Technical Evaluation 22 30-Nov GoAP not yet due
9 ADB Review & No-Objection 12 11-Dec ADB not yet due
10 Public Opening of Financial Proposals 14 25-Dec GoAP not yet due
11 Submission 3 to ADB: Financial 15 10-Jan- GoAP not yet due
Evaluation/Ranking 2017
12 ADB Review & No-Objection 9 19-Jan- ADB not yet due
2017
13 Invite 1" Ranked Firm / Negotiate contract 24 12-Feb- GoAP not yet due
2017
14 Submission 4 to ADB: Draft Negotiated 7 19-Feb- GoAP not yet due
Contract 2017
15 ADB Review & No-Objection 5 24-Feb- ADB not yet due
2017
16 Contract Signing & Issue Notice to Proceed 21 14-Mar- GOAP, not yet due
2017 Firm

ADB = Asian Development Bank, CMS = consultant management system, CSRN = consulting services recruitment
notices, EOI = expression of interest, GOAP = Government of Andhra Pradesh, RFP = request for proposal .

71. The project development consultants will be funded by the Government and will follow
government selection procedures. Nevertheless, in recruiting project development consulting
services, the following must be complied: (i) the procedures to be used will result in the
selection of consultants who have the necessary professional qualifications; (i) the selected
consultants will carry out the assignment in accordance with the agreed schedule; and (iii) the
scope of the services is consistent with the needs of the project.

C. Procurement Plan

72. Before the start of any procurement, ADB and the government will review the
procurement procedures of the relevant agencies (DOIC, PMU and PIUs) to ensure consistency
with ADB’s Procurement Guidelines (2015, as amended from time to time), and audit and
disbursement procedures of the relevant agencies (Finance Department, Audit Office, DOIC,
PMU, PIUs) to ensure consistency with ADB’s Disbursement procedures. Procurement Plan
indicating threshold and review procedures, goods, works, and consulting service contract
packages and national competitive bidding guidelines is given in Appendix 4.
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D. Consultant's Terms of Reference

73. The outline terms of reference for recruitment of PMSC are in Appendix 10.* Terms of
references for road safety awareness consultant and external monitoring consultant for
resettlement are in Appendixes 11 and 12, respectively.

VII.  SAFEGUARDS

74. The GoAP will ensure that all the requirements prescribed in Schedule 5 of the FFA, and
the following frameworks that have been prepared with respect to the Facility are complied with
during the processing and implementation of VCICDP: (i) environmental assessment and review
framework (EARF); (ii) resettlement framework; and (iii) indigenous peoples planning framework
(IPPF).

75. The safeguard frameworks cover the Facility specific information and requirements in
accordance with ADB’s Safeguard Policy Statement (SPS), 2009: (i) the general anticipated
impacts of subprojects likely to be financed under the Facility on the environment, involuntary
resettlement, and indigenous peoples; (ii) the safeguard criteria that are to be used in selecting
projects; (iii) the requirements and procedure that will be followed for screening and
categorization, impact assessments, development of management plans, public consultation
and information disclosure (including the 120-day disclosure rule, if required), and monitoring
and reporting; (iv) the institutional arrangements (including budget and capacity requirements)
and government’s and ADB'’s responsibilities and authorities for the preparation, review and
clearance of safeguard documents.

76. As for subsequent tranches, at the preparation PFR for Tranche 2, the applicability and
relevance of each safeguard framework projects will be reviewed and updated to ensure
relevance and consistency with all applicable laws and regulations in India and SPS, 2009 as
amended from time to time. In the event that there is a discrepancy between the laws and
regulations of India and ADB safeguard policies, the ADB safeguard policies will prevail. In
addition, Government of India will carry out due diligence works on ongoing projects to assess
the status of compliance with the safeguards-related plans and frameworks. For each project,
GOAP is required to submit safeguard monitoring reports semi-annually covering all the aspects
and issues from perspectives of environment, land acquisition and resettlement and indigenous
people.

77. All executing and implementing agencies will ensure that VCICDP is implemented with
active participation of all stakeholders, using participatory practices, and consultation will
continue throughout implementation of the Investment Program. Disclosure of relevant
information to these stakeholders will continue throughout implementation of the Investment
Program. Safeguards will be the responsibility of the PMU and the respective PIUs. The PMU
and PIUs will be supported by experts as part of the PMSC.

A. Environmental Safeguards

78. The VCICDP Project 1 is classified as category B for environmental safeguards. No
significant environmental impacts have been identified during project processing and to be

% Terms of reference:

http://www.adb.org/Documents/Manuals/Consulting-Services-Operations-
Manual/CSOM.pdf?bcsi_scan D4A612CF62FE9576=A0RY9a8Nho2ezS9Xss/ligEAAAANNIAA&bcsi scan filena
me=CSOM.pdf (paras 65-72).



http://www.adb.org/Documents/Manuals/Consulting-Services-Operations-%20Manual/CSOM.pdf?bcsi_scan_D4A612CF62FE9576=AORY9a8Nho2ezS9Xss/ligEAAAANNiAA&bcsi_scan_filename=CSOM.pdf
http://www.adb.org/Documents/Manuals/Consulting-Services-Operations-%20Manual/CSOM.pdf?bcsi_scan_D4A612CF62FE9576=AORY9a8Nho2ezS9Xss/ligEAAAANNiAA&bcsi_scan_filename=CSOM.pdf
http://www.adb.org/Documents/Manuals/Consulting-Services-Operations-%20Manual/CSOM.pdf?bcsi_scan_D4A612CF62FE9576=AORY9a8Nho2ezS9Xss/ligEAAAANNiAA&bcsi_scan_filename=CSOM.pdf
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anticipated during the project implementation. All proposed subproject sites are located outside
sensitive areas and any impacts during construction and operation can be avoided and/or
mitigated through proper design and good high-quality construction and operations and
maintenance practices.

79. Four draft initial environmental examinations (IEEs) with environmental management
plans (EMPs) were prepared for Project 1 subprojects during VCICDP processing
corresponding to each sector subproject® in accordance with SPS, 2009, and government
laws. An EARF was prepared to guide future subprojects under subsequent tranche of VCICDP.
The executing and implementing agencies will ensure that (i) the design, construction, and
operation and maintenance of the subprojects under VCICDP are carried out in accordance with
ADB SPS, 2009, applicable laws and regulations in India, the EARF, and respective IEEs; (ii)
potential adverse environmental impacts arising from VCICDP are minimized by implementing
all mitigation and monitoring measures as presented in the EMP included in the IEEs. The
executing and implementing agencies will ensure that:

0] Site-specific EMPs (SEMP) are prepared by the contractor prior to construction;

(i) Executing and implementing agencies have sufficient resources to implement
and record the implementation of the EMPs prepared for VCICDP,;

(iii) Starting from project commencement, the PMU will submit semi-annual
environmental monitoring reports to ADB, within 1 month of the close of each half
of the calendar year during implementation of each subproject. The report will
include, among other things, a review of progress made on environmental
measures detailed in the IEEs and EMPs, and monitoring thereof; and problems
encountered and remedial measures taken;

(iv) Detailed engineering designs, civil works and other contracts for VCICDP
incorporate applicable environmental measures identified in the IEEs and
SEMPs;

(V) Civil works contractors are supervised to ensure compliance with the
requirements of the IEEs and SEMPs; and

(vi) For any category A subproject in future tranches, an environmental impact
assessment (EIA) is required and should follow the requirements as laid out by
ADB SPS 2009 for category A projects.

80. For Project 1 subprojects,* described below are the institutional roles and
responsibilities to ensure environmental safeguard measures are implemented during design,
construction, and operation phases. PMU will appoint a safeguards coordinator as a part of the
PMSC team to collect information and progress on environmental and social safeguards
compliance. Each PIU will appoint an environmental safeguards officer to oversee the day-to-
day implementation of SEMPs by the contractors.

1. Project Management Unit

81. The safeguards coordinator in the PMU will:

% Draft IEEs were prepared for Project 1 subprojects in each sector: (i) internal roads, water supply, sewerage, and
drainage in selected industrial clusters; (ii) roads for connectivity between industrial nodes and ports, urban areas,
other nodes, and road safety measures; (iii) power transmission and distribution system in the industrial corridor;
and (iv) urban water supply in Visakhapatnam.

O For subprojects under future tranches, same institutional arrangement will be followed for the implementation of the
EIA / IEE /| EMPs
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@ confirm existing IEES/EMPs are updated based on detailed designs and that new
IEES/EMPs are prepared in accordance with the EARF and subproject selection
criteria related to safeguards;

(i) confirm whether IEES/EMPs are included in bidding documents and civil works
contracts;

(iii) provide oversight on environmental management aspects of subprojects;

(iv) ensure SEMPs prepared by contractors are cleared by PIUs prior to
commencement of civil works;

(v) establish a system to monitor environmental safeguards of the project including
monitoring the indicators set out in the monitoring plan of the SEMPs;

(vi) facilitate and confirm overall compliance with all Government rules and
regulations regarding site and environmental clearances as well as any other
environmental requirements (e.g., location clearance certificates, environmental
clearance certificates, etc.), as relevant;*

(vii)  supervise and provide guidance to the PIUs to properly carry out the
environmental monitoring and assessments as per the EARF;

(viii)  review, monitor and evaluate the effectiveness with which the SEMPs are
implemented, and recommend necessary corrective actions to be taken as
necessary,

(ix) consolidate monthly environmental monitoring reports from PlUs and submit
semi-annual monitoring reports to ADB;

(x) ensure timely disclosure of final IEES/SEMPs in locations and in a form and
language accessible to the public and local communities; and

(xi) address any grievances brought about through the Grievance Redress
Mechanism (GRM) in a timely manner.

2. Project Implementation Units (PIUs)

82. Each PIU environmental safeguard officer will:

0] include IEES/EMPs in bidding documents and civil works contracts;

(i) review and approve SEMPs prepared by contractors;

(iii) oversee day-to-day implementation of SEMPs by contractors including
compliance with all government rules and regulations;

(iv) take necessary action for obtaining rights of way;

(V) oversee environmental monitoring by contractors;

(vi) take corrective actions when necessary;

(vii)  submit monthly environmental monitoring reports to PMU;

(viii)  conduct continuous public outreach and awareness building related to
environmental management;

(iX) address grievances brought about through the GRM in a timely manner; and

(x) organize an induction course for the training of contractors in environmental
management to be delivered by PMSC consultants.

83. PMSC's environmental specialist will provide required assistance and regular progress

report on safeguards implementation to PIUs, which will then be communicated to PMU.

L All necessary environmental clearances should be obtained prior to contract awards to avoid delay in physical
progress of relevant subprojects.
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84. The Andhra Pradesh State Pollution Control Board (APSPCB) has established zonal and
regional offices that are staffed with technical and administrative personnel to support the
environmental management and monitoring activities of the state. It has an established State
Environmental Impact Assessment Authority (SEIAA) to implement the mandates of EIA
Notification Act and its implementing rules. The capacity of APSPCB for enforcement and
undertaking environmental monitoring of industries is assessed to be limited, particularly in
terms of number of suitably trained personnel; also keeping in view expected growth of
industries in the next few years. Some of the key areas where APSPCB capacity building and
strengthening may be undertaken includes: (i) restoration of environmental quality in problem
areas/polluted river stretches; (ii) strengthening of monitoring capabilities for water and ambient
air quality monitoring, toxic pollutants, monitoring of aquatic resources; (iii) management of
municipal solid waste, biomedical waste, hazardous waste; (iv) monitoring of specific pollutants
such as hazardous and persistent pollutants; (v) capacity building of existing APSPCB
environmental laboratories; (vi) facilitation of laboratories to achieve accreditation as per
ISO/IEC-17025, 1999 Guidelines, by National Accreditation Board for Testing and Calibration
Laboratories (NABL), for chemical testing and biological testing; and (vii) capacity building on
biodiversity conservation and greenhouse gases accounting and monitoring.

85. Component C of the technical assistance on capacity development of institutions for
industrial development include conducting at least two capacity building activities for 100 staff,
through training, workshops, seminars, and publications, to enhance the capacity of APSPCB,
urban local bodies, and other regulatory agencies to strengthen planning, enforcement,
reporting, and monitoring of necessary environmental mechanism for green industrialization.

B. Social Safeguards

86. Multitranche financing facility (MFF). A draft resettlement framework has been
prepared conforming to state laws, national law, i.e., the Right to Fair Compensation and
Transparency in Land Acquisition, Rehabilitation and Resettlement Act, 2013, and with ADB’s
Safeguard Policy Statement 2009. The resettlement framework describes the principles and
approach in avoiding, minimizing and mitigating adverse social impacts that may arise in
implementing the proposed subprojects under VCICDP. The resettlement framework also
provides process for consultations, impact assessment, census and socio-economic surveys
and preparation and implementation of mitigation plans or resettlement plan. The entitlement
matrix that has been developed, that summarizes the types of losses and the corresponding
nature and scope of entitlements; and which is in compliance with state laws, national laws and
ADB SPS 2009. The resettlement framework entitlement matrix has been prepared.

87. A draft IPPF has been prepared following the national laws and regulations on the
indigenous people or schedule tribes (IP/ST) and ADB SPS (2009), Safeguard Requirement Ill
(SR-11I) on indigenous peoples. The framework describes the principles and approach in the
event of IP/ST issues are identified in any of the future subprojects or during VCICDP project
implementation period. The framework also provides process for meaningful consultations,
broad community support, impact assessment, census and socioeconomic surveys, and
preparation and implementation of mitigation plans or indigenous people plan (IPP). The
resettlement plan and IPP document outlines and checklists and impacts assessment for
involuntary resettlement and indigenous people issues have been prepared.

88. Project 1. Project 1 of the MFF is categorized as A for involuntary resettlement and C
for indigenous peoples. Project 1 is Category A for involuntary resettlement as a total of 634
households or 2,632 persons will be either physically and/or economically displaced. The
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resettlement framework*® and indigenous peoples planning framework (IPPF)*® have been
prepared in accordance with ADB’s Safeguard Policy Statement 2009, and applicable laws. For
the category A road subproject, engineering alternatives were explored to minimize involuntary
resettlement impacts. APRDC will closely monitor identification of resettlement sites for
physically displaced persons, establishment of project grievance redress mechanisms,
mobilization of the resettlement nongovernment organization and the independent external
monitoring agency. For the Category B power subprojects in Project 1, government land is
identified for proposed substations. APTransco will ensure selection of alternatives with the
lowest IR impact during detailed design. For the Category B GVMC 24x7 water supply
subproject, all identified sites belong to government. APIIC subprojects are classified as
Category C, as all interventions are proposed on government land. Four resettlement plans and
two due diligence reports for Project 1 subprojects have been prepared in consultation with the
affected people and will be updated after detailed designs.** The overall anticipated involuntary
resettlement impacts of Project 1 are: (i) permanent loss of private land to 211 landowners, (ii)
permanent loss of 367 private structures, (iii) 98 households face physical displacement, (iv)
144 households face economic displacement, (v) 44 households face physical and economic
displacement, and (vi) 176 persons face temporary income loss. The total number of displaced
persons facing permanent impacts due to VCICDP project 1 subprojects is 2,632. Vulnerable
households comprise 13.9% of total permanently affected households. Mitigation measures in
the project 1 social safeguard documents are adequate to address the assessed risks. An
assessment of the policy matrix and management plan is undertaken. The policy-based loan
(PBL) is categorized as C for involuntary resettlement and C for indigenous peoples as it is not
anticipated to have any significant impacts.*> Regular capacity development activities on social
safeguards are proposed, including quarterly training for safeguard officers of PMU and PIUs in
year 1, followed by semi-annual training in years 2 and 3 of project implementation, and semi-
annual training for at least 40 staff of PMU and PIUs the first 3 years of project implementation.
Capacity building training will be undertaken by PMSC.

89. The resettlement plans have been prepared based on the findings of the census and
socio economic survey and consultations. Each resettlement plan includes the findings of the
census of displaced persons, and their entittements to restore losses, socio economic
characteristics of the displaced persons, institutional mechanisms and implementation
schedules, budgets, assessment of feasible income restoration mechanisms, development of
resettlement sites and relocation, grievance redress mechanism, coordination of implementation
in conjunction with civil works procurement and construction schedules and internal and
external monitoring mechanisms. A budget ($15.45 million) for land acquisition and resettlement
(LAR) is included in the overall project budget; the borrower has committed to provide timely
budget for LAR. The due diligence report (DDR) prepared in detail the availability of land, free
from encumbrance, for subproject components based on site inspection and verification of land
documents.

90. No adverse impacts on indigenous peoples are anticipated, and improved facilities will
benefit all industries and households including indigenous peoples in the project areas. The
project does not impact cultural sites used by indigenous peoples and sites of historical or
archeological sites are also not impacted. Meaningful and widespread consultations were held
and will continue with all communities in the project area.

“2 Resettliement Framework (accessible from the list of linked documents in Appendix 2).

a3 Indigenous Peoples Planning Framework (accessible from the list of linked documents in Appendix 2).

** Resettlement Plan (accessible from the list of linked documents in Appendix 2).

> Environmental and Social Assessment of the Policy Matrix (accessible from the list of linked documents in
Appendix 2).
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91. The Tranche 1 draft resettlement plans have been disclosed and final resettlement plans
incorporating suggestions and concerns of the people along with mitigation measures proposed
will be submitted to ADB for review prior to award of contracts. Compensation for land and
structure, in accordance with the eligibility and entitlement, will be paid prior to commencement
of civil works. The resettlement framework will also guide the development of all future
resettlement plans to be prepared and that this will need to be approved by ADB prior to award
of contracts.

92. Future tranches. Future tranches will be assessed for involuntary resettlement and
indigenous peoples impacts and their categorization undertaken. Resettlement plans and IPPs
will be prepared as required, and will provide for compensation and mitigation measures to
address all assessed impacts, in line with the agreed resettlement framework and IPPF
prepared for VCICDP, taking into account ADB SPS 2009 and national and state policies.

1. Project Management Unit (PMU)

93. The Social Safeguards and Gender Officer in the PMU with assistance from PMSC
social safeguards consultant will:

0] review the updated resettlement plans, prepared by the PIUs in accordance with
VCICDP resettlement framework, ADB’s SPS, 2009 based on final detailed
designs and submit to ADB for review, final approval, and disclosure prior to
award of contract;

(i) ensure payment of compensation and resettlement assistances prior to
commencement of civil works;

(iii) monitor resettlement plan implementation and rehabilitation of displaced persons
prior to and during construction;

(iv) conduct internal monitoring and assist the external monitor in external monitoring
of the resettlement process to ensure smooth implementation;

(V) monitor work of nongovernmental organization (NGO) or agency as required;

(vi) review quarterly resettlement monitoring reports prepared by resettlement
agency or NGO and take required corrective actions, if any and consolidate the
reports of Category B or C subprojects;

(vii)  prepare and submit semi-annual safeguard monitoring report to ADB based on
the quarterly resettlement reports;

(viii)  address and record grievances through the GRM in a timely manner, and taking
quick corrective actions where necessary to facilitate the redressal of grievances
in coordination with contractors, NGO, and displaced persons;

(ix) engage in ongoing meaningful consultations with stakeholders and affected
persons;

(x) implement project GRM and maintain the records;

(xi) recruit independent external monitoring agency for all Category A subprojects,
with endorsement from ADB;

(xii)  ensure project compliance to resettlement framework of VCICDP and ADB SPS
including safeguards requirement on indigenous people and Indigenous Peoples
Development Framework;

(xiii)  monitor the implementation of corrective action plans (CAP), if any, consistent
with the safeguard frameworks; and

(xiv)  monitor the gender equality and social inclusion (GESI) action plan.
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2. Project Implementation Units (PIU)

94. The PIUs, each to be staffed with a safeguards manager (social and gender) and
assisted by the PMSC specialist, will be responsible for:

@ updating resettlement plans in accordance with VCICDP resettlement framework,
ADB’s SPS, 2009 based on final detailed designs with supports from PMSC
and/or turnkey contractors;

(i) submitting the final resettlement plans to PMU to be submitted to ADB for review,
final approval, and disclosure prior to award of contract;

(iii) implementing resettlement activities through resettlement plan implementation
support agency (NGO), line departments, and revenue officials;

(iv) preparing and reviewing individual entitlement plans/micro plans or implementing
resettlement plans and submit for approval;

(v) identifying suitable land for the resettlement/relocation area in coordination with
district administration and initiate transfer/acquisition process, after receiving
endorsement for the physically displaced persons;

(vi) supervising the resettlement plan implementation support NGO/agency involved
in implementation;

(vii)  assisting in disbursement of compensation and resettlement assistances;

(viii)  holding periodical and meaningful consultations with the affected people on
implementation of land acquisition and resettlement activities;

(ix) preparing monthly resettlement plan implementation and physical and financial
progress reports;

(x) leading the GRM implementation and record keeping at the project/district/PIU
level;

(xi) updating payment of compensation, disbursement of resettlement assistances,
displaced persons socioeconomic data in the database;

(xii)  verifying claims for inclusion as displaced persons and submit report to PMU for
decision;

(xiii)  preparing and implementing any CAP, when required, consistent with the
frameworks requirements; and

(xiv)  implementing and monitoring the GESI action plan.

95. Project GRM. Project GRM will be established at three levels as indicated below to
cover both environment and social issues. The GRM will be constituted before issuance of bid
documents. The GRM will be disclosed to the affected communities and households prior to the
mobilization of contractors in any subproject areas. The Project grievance redress committee,
supported by the PMSC consultants as well as the PMU and PIU safeguard officers will be
responsible for timely grievance redress on environmental and social safeguards issues and
responsible for registration of grievances, related disclosure and communication with the
aggrieved party. A complaint register will be maintained at field unit, PIU and PMU levels with
details of complaint lodged, date of personal hearing, action taken and date of communication
sent to complainant. Contact details, procedures and complaint mechanism will be disclosed to
the project affected communities at accessible locations and through various media (i.e. leaflets,
newspapers, etc.). Samples of draft project leaflets, Grievance Registration Forms and
monitoring templates are in the resettlement framework.

() 1st Level Grievance. The phone number of the PIU office should be made
available at the construction site signboards. The contractors and field unit staff
can immediately resolve onsite, seek the advice of the PIU safeguard manager
as required, within seven days of receipt of a complaint/grievance.
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(i) 2nd Level Grievance. All grievances that cannot be redressed within 7 days at
field/ward level will be reviewed by the GRC at district level headed by Joint
Collector. GRC will attempt to resolve them within 15 days. The PIU safeguard
manager will be responsible to see through the process of redressal of each
grievance.

(iii) 3rd Level Grievance. All grievances that cannot be redressed within 15 days at
district level will be reviewed by the grievance redressal committee (GRC) at
state level headed by the Project Director, PMU with support from district GRC,
PMU social safeguards and gender officer (SSGO). PMU environmental
safeguards officer, and PMC environment and social safeguards specialists.
GRC will attempt to resolve them within 15 days. The PMU SSGO will be
responsible to see through the process of redressal of each grievance pertaining
to social safeguards.

3. Grievance Redressal Committee

96. GRC at district level will receive, evaluate and facilitate the resolution of displaced
persons concerns, complaints and grievances. The GRC will provide an opportunity to the
affected persons to have their grievances redressed prior to approaching the State level LARR
Authority, constituted by GoAP in accordance with Section 51(1) of the RFCTLARR Act, 2013.
The GRC is aimed to provide a trusted way to voice and resolve concerns linked to the project,
and to be an effective way to address displaced person’s concerns without allowing it to
escalate resulting in delays in project implementation.

97. The GRC will continue to function, for the benefit of the displaced persons, during the
entire life of the project including the defects liability period. The entire resettlement component
of the project has to be completed before the construction starts, and pending grievances
resolved. Other than disputes relating to ownership rights and apportionment issues on which
the LARR Authority has jurisdiction, GRC will review grievances involving all resettlement
benefits, relocation and payment of assistances. The GRCs will function out of each district
where the subprojects are being implemented. The existing setup for coordination, monitoring
and grievance redress at district level which meets once a month, will be used for VCICDP. The
district level GRC will be chaired by Joint Collector and comprise the Project Engineer of the
concerned field unit acting as its member secretary, and the following members: (i) RDO or sub-
collector of the division; (ii) Project Director, DRDA,; (iii) Chief Executive Officer, Zilla Parishad;
(iv) District Panchayat Officer; (v) District Education Officer; (vi) District Medical and Health
Officer; (vii) district level representative of DISCOM; (viii) Superintendent, RWS Panchayat Raj
Department; (ix) three members from affected persons, with at least one of them a woman DP;
and (x) Team Leader of the resettlement plan implementation support NGO or agency. The
contact details of the grievances redressal committee, PIUs safeguards manager, and the
resettlement plan implementation NGO/agency will be included in the brochures to be circulated
among all affected people as a first step in resettlement plan implementation.

98. The Project Director, PMU will be the appellate authority and will be supported by the
Safeguards Officer of PMU and team leader of the external monitoring consultant. This will be
the highest grievance redressal mechanism at the project level.

99. Capacity building. Regular capacity building activities on social safeguards are
proposed, including quarterly training for safeguards officers of PMU and PIUs in year 1,
followed by semiannual training in years 2 and 3 of project implementation, and semiannual
training for at least 40 staff of PMU, PIUs and resettlement NGO in the first 3 years of project
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implementation. Capacity building training will be undertaken by PMSC social safeguards expert
on safeguards issues of the projects, resettlement framework of VCICDP and ADB Safeguards
Policy. The PIU safeguards managers will be further supported by the PMSC experts through
on the job training for resettlement plan updating, implementation, complaint resolution and
report writing on safeguards.

100. Civil works contracts. The PIUs will ensure that bidding and contract documents
include specific provisions requiring contractors to comply with all (i) applicable labor laws and
core labor standards on prohibition of child labor as defined in national legislation for
construction and maintenance activities, on equal pay for equal work of equal value regardless
of gender, ethnicity or caste, on elimination of forced or bonded labor, and (ii) the requirement to
disseminate information on sexually transmitted diseases including HIV/AIDS to employees and
local communities surrounding the project sites. Relevant provisions of the gender equality and
social inclusion action plan (GESI) will be shared with the contractors’ responsibilities by the
PMU and PIUs. Contractors will carry out all environmental and social mitigation and monitoring
measures outlined in their contract. PMSC specialists will assist the PMU and PIUs in
monitoring contractor’'s compliance activities.

101. Prohibited investment activities. Pursuant to ADB’s Safeguard Policy Statement
(2009), ADB funds may not be applied to the activities described on the ADB Prohibited
Investment Activities List set forth at Appendix 5 of the Safeguard Policy Statement (2009).

VIll.  GENDER AND SOCIAL DIMENSIONS

102. The state has 13.7% of its population living below poverty line (rural and urban), as
determined by the erstwhile planning commission, at monthly per capita consumption
expenditure of Rs.1,370.84 for urban areas and Rs.1,031.74 for rural areas.”® Of the total
population of the state, scheduled castes constitute 16.41% and the scheduled tribes 7.00%.
The Planning Commission’s approach paper to the plan identifies infrastructure bottlenecks and
lack of adequate long-term funds for infrastructure, as key binding constraints to realizing more
equitable and sustainable growth and bridging the gaps between regions, sectors, and people.

103. Project 1 of the MFF and the PBL are classified as effective gender mainstreaming. A
poverty and social analysis has been completed.*” A GESI action plan*® and a consultation and
participation plan (CPP)* have been prepared for the MFF with clear targets, responsibilities,
and resource allocation for widespread, ongoing, and meaningful participation (available in
Appendix 13 and Appendix 14, respectively). The GoAP will implement the GESI action plan
and the CPP with support from the PMSC, NGOs, and civil society organizations. The
augmentation of water supply and 24x7 subprojects for Visakhapatnam will provide quality and
adequate quantity water to all households including the poor households. The time spent in
fetching water from nearby places, which is mostly done by the lady of the house or the girl child
as indicated in the baseline survey, will be henceforth spent productively in household economic
activity, education and socializing. The proposed open house consumer meetings of the GVMC
will bring women into the sphere of planning in use of water that matters most to them and
redressing grievances more effectively.

“® Government of India, Planning Commission. 2014. Poverty Estimates (2011-2012). Delhi.
a7 Summary Poverty Reduction and Social Strategy is accessible from the list of linked documents to RRP.
8 Gender Equality and Social Inclusion Action Plan is accessible from the list of linked documents to RRP.
“9 Consultation and Participation Plan is accessible from the list of linked documents to RRP.
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104. The infrastructure improvements in the industrial nodes will lead to growth in industries
resulting in greater employment opportunities. Sectors such as textile, pharmaceutical hire more
women than other industries and in all the strength of women labor force will increase due to the
interventions. Further women have greater chances of being engaged in industry related service
sector. Employment will give the women the economic independence and empower them to
play a greater role in managing household finances and decision-making. Strengthening the
industries’ capacity to have a policy to contain sexual harassment at workplace and mechanism
to deal with complaints will go a long way in making the workplace safe and the work more
congenial.

105. The resettlement framework has provided for additional assistance to vulnerable that
includes women headed households (WHH) in terms of training for skill development and one
time grant for income generating activities that will benefit the WHH. The CPP aims at increased
role of women in project design, implementation and monitoring.

106. Attached as Appendix 15 is the GESI action plan monitoring format to be used for
monitoring and reporting.

IX. PERFORMANCE MONITORING, EVALUATION, REPORTING, AND
COMMUNICATION

A. Project Design and Monitoring Framework

107. The design and monitoring framework (DMF) for the MFF and Project 1 are in Appendix
1.

B. Monitoring

108. Project performance monitoring. The PMU will establish a project performance
management system using the targets, indicators, assumptions, and risks in the project DMF.
An expanded DMF will be developed that can serve as a monitoring and evaluation (M&E)
Framework taking into account the important monitoring parameters in addition to those
included in DMF. The baseline data corresponding to indicators and targets set out in the DMF
and the M&E Framework could be generated through primary data collected by project
preparatory technical assistance consultants and through further data collection during the
detailed design stage. Such baseline data, disaggregated by income levels, sex, caste, and
ethnicity, should be established within 12 months of loan effectiveness. After establishing the
baseline, the PMU will prepare annual, mid-term and end of project monitoring reports using the
same indicators and submit the reports to ADB.*°

109. Compliance monitoring. The PMSC will support the PMU in monitoring performance
based on DMF, M&E framework and project performance management system (PPMS) for the
project. The PMU, with support from PMSC will prepare a quarterly progress report, which
among other items; will include compliance of implementation of (i) assurances, covenants and
conditions; (ii) safeguards; (iii) GESI; (iv) CPP, etc.

110. Safeguards monitoring. The status of implementation of environmental safeguards
documents (IEE, EMP, EARF), and social safeguards documents (resettlement plan and

% ADB's project performance reporting system is available at
http://www.adb.org/Documents/Slideshows/PPMS/default.asp?p=evaltool
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resettlement framework) will be discussed at each ADB review mission apart from being
integrated into quarterly progress reports. PMU will also submit to ADB separate environmental
safeguard semiannual monitoring reports (ESMR) and social safeguards semiannual monitoring
reports (SSMR) in the standard templates advised by ADB.

111. Gender and social dimensions monitoring. Status of the implementation of the GESI
action plan and CPP will be discussed at each ADB review mission apart from being integrated
into quarterly progress reports.>

C. Evaluation

112. ADB provides financing for projects that will effectively contribute to the economic and
social development of the country concerned and have the strongest poverty reduction impact in
conformity with the country and ADB strategies. The government and ADB will jointly review the
project at least twice a year. This includes (i) the performance of the PMU, consultants and
contractors; (ii) physical progress of projects and effectiveness of safeguards, C&P Plan and the
GESI Action Plan; (iii) inclusion of women and vulnerable groups including the poor in project
planning and implementation; (iv) achievement of DMF indicators; (v) compliance with loan
assurances; and (vi) assessment of project sustainability in technical and financial terms. As the
program loan is linked to policy reforms, the quarterly progress report will deal with the policy
reforms being implemented in detail. In addition to the regular loan reviews, the government and
ADB will undertake a comprehensive midterm review in the third year of project implementation
to identify problems and constraints encountered and suggest measures to address them.
Specific items to be reviewed will include (i) appropriateness of scope, design, implementation
arrangements, and schedule of activities; (ii)) assessment of implementation pace against
project indicators; (iii) effectiveness of capacity building programs; (iv) compliance with
safeguard measures; (v) extent to which the GESI Action Plan and C&P plan are being
implemented; (vi) needs for additional support for operation and maintenance (O&M) of the
facilities established under the project, (vii) lessons learned, good practices, and potential for
replication; and (viii) changes recommended.

113. Project completion report. The PMU will submit to ADB, within 6 months of the
completion of the project, a project completion report (PCR) that will cover the details of
implementation (including changes in scope), costs, monitoring and evaluation of activities,
problems encountered, actions taken, and other information requested by ADB and
implementing agency.*

D. Reporting

114. The PMU will provide ADB with (i) quarterly progress reports in a format consistent with
ADB's project performance reporting system; (ii) consolidated annual reports including (a)
progress achieved by output as measured through the indicator's performance targets, (b) key
implementation issues and solutions, (c¢) updated procurement plan, and (d) updated
implementation plan for the next 12 months; and (iii) a PCR within 6 months of physical
completion of the project. To ensure that projects will continue to be both viable and

1 ADB's Handbook on Social Analysis: A Working Document, is available at:

http://www.adb.org/Documents/Handbooks/social-analysis/default.asp, Staff Guide to Consultation and
Participation: http://www.adb.org/participation/toolkit-staff-quide.asp, and, CSO Sourcebook: A Staff Guide to
Cooperation with Civil Society Organizations: http://www.adb.org/Documents/Books/CSO-Staff-Guide/default.asp
Project completion report format is available at: http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-
Sector-Landscape.rar
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sustainable, project accounts and the executing agency audited financial statement together
with the associated auditor's report, should be adequately reviewed.

E. Stakeholder Communication Strategy

115. The project preparatory consultants and the implementing agencies coordinated
consultations for sample subprojects. The consultations included affected households,
beneficiaries of subprojects, elected representatives and other stakeholders. Further,
consultations were held during the socio-economic surveys undertaken in sample sub-project
areas and census surveys undertaken to assess the magnitude of involuntary resettlement in
each sub-project. Policy related issues were discussed through state- level workshops. The
feedbacks from these consultations were incorporated in the project design. The project has a
larger development agenda of enhancing manufacturing, attracting investments and improving
economic growth and employment. Provision of industrial infrastructure, connectivity,
environmental infrastructure (water supply, waste water management, sanitation) and other
essential forms of infrastructure and services has been based on an understanding of the needs
and priorities of users.

116. The project intends to maximize transparency by communicating relevant project
information to stakeholders through various communication tools. The PMU has a website to
disclose all key project-related information, including the scope, cost, and financial and
institutional arrangements of the project, project safeguard reports such as IEE and resettlement
plans, and project progress such as procurement, contract award and disbursement. The PMU
will also fully disclose relevant project-related information through website and PMU's
information center—such as project cost, cost-sharing arrangement, contractor's name, contract
price, progress of construction, financial status of municipalities—through public briefings,
bulletin boards, municipal annual reports etc.

117. The project has prepared a CPP plan (Appendix 14) for meaningful and widespread
consultations during the implementation stage to disseminate information and obtain feedback
to improve ongoing design and implementation. This would ensure that the development
initiatives under the project are inclusive with effective participation of all stakeholders especially
the poor and vulnerable groups. The principal focus of the C&P plan would be to give
opportunity to these groups in shaping investment programs so that their voice is heard at all
levels of decision making. Meaningful, relevant, and ongoing consultations with the important
stakeholders coupled with proper and timely disclosure of information are critical success
factors in maintaining public support and mitigating grievances. All relevant information, in a
medium easily understood by the target groups, regarding the intent, design, schedule, impacts,
and overall benefits of the project need to be disseminated to the stakeholders in time. In order
to have coordinated efforts among the executing and implementing agencies as well as public,
private, and community stakeholders, the implementation arrangement shall include a
component of Community Awareness and Participation Consultant, as part of PMSC, recruited
by the PMU, to ensure meaningful, widespread, and continuing consultations and public
awareness during project implementation

X. ANTICORRUPTION POLICY
118. The Government, the State, the executing agency, and all implementing agencies are

advised of ADB'’s Anticorruption Policy (1998, as amended from date). Consistent with its
commitment to good governance, accountability and transparency, implementation of the
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projects under the Facility shall adhere to ADB’s Anticorruption Policy. ** ADB reserves the right
to review and examine, directly or through its agents, any alleged corrupt, fraudulent, collusive,
or coercive practices relating to the projects under the Facility. In this regard, investigation of
government officials, if any, would be requested by ADB to be undertaken by the government.

119. To support these efforts, relevant provisions of ADB’s Anticorruption Policy are included
in the loan regulations and the bidding documents. In particular, all contracts financed by ADB
shall include provisions specifying the right of ADB to audit and examine the records and
accounts of the executing and implementing agencies, and all contractors, suppliers,
consultants, and other service providers as they relate to the projects under the Facility.>*

XI. ACCOUNTABILITY MECHANISM

120. People who are, or may in the future be, adversely affected by the project may submit
complaints to ADB’s Accountability Mechanism. The Accountability Mechanism provides an
independent forum and process whereby people adversely affected by ADB-assisted projects
can voice, and seek a resolution of their problems, as well as report alleged violations of ADB’s
operational policies and procedures. Before submitting a complaint to the Accountability
Mechanism, affected people should make an effort in good faith to solve their problems by
working with the concerned ADB operations department. Only after doing that, and if they are
still dissatisfied, should they approach the Accountability Mechanism.*®

XII. RECORD OF CHANGES TO THE FACILITY ADMINISTRATION MANUAL

121. This draft FAM was prepared at the loan fact-finding mission in November 2015. All
revisions and updates during the course of implementation will be retained in this Section to
provide a chronological history of changes to implementation arrangements recorded in the
FAM.

3 Anticorruption Policy: http://www.adb.org/Documents/Policies/Anticorruption-Integrity/Policies-Strategies.pdf

** Governance and Anticorruption Action Plan Il Guidelines. http://www.adb.org/Documents/Guidelines/GACAP-II-
Guidelines.pdf. See also Sourcebook: Diagnostics to Assist Preparation of Governance Risk Assessments.
http://www.adb.org/documents/books/Diagnostics-to-Assist-Preparation-of-GRAs/default.asp.

® Accountability Mechanism. http://www.adb.org/Accountability-Mechanism/default.asp.
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APPENDIX 1: DESIGN AND MONITORING FRAMEWORK *

Impacts the Program is aligned with:
Contribution of the manufacturing sector to the gross domestic product, trade and employment of the
state of Andhra Pradesh increased (Government of India National Manufacturing Policy [2011];® the
VCIC's conceptual development plan;b and the Government of India Trade Policy [2015-2020])°

Results Chain

Performance Indicators with
Targets and Baselines

Data Sources and
Reporting

Risks

Outcome

Growth and
competitiveness of
the VCIC enhanced

By 2025:

a. Manufacturing sector output
in Andhra Pradesh increased to
Rs4.2 trillion ($64 billion) (2015
baseline: Rs1.1 trillion [$16
billion])

b. Gross value added per
person engaged in the
manufacturing sector increased
to Rs1.0 million (2013 baseline:
Rs0.483 million per person
engaged)’

c. Average daily employment of
women in factories in Andhra
Pradesh increased to 18%
(2010 baseline for former
Andhra Pradesh: 13.4%)°

d. 24-hour power supply
available for all manufacturing
firms in the VCIC and
interruption duration not to
normally exceed 1 hour a
month for feeders in at least 2
VCIC industrial clusters (2016
baseline: 24-hour power supply
not available for all
manufacturing firms in the VCIC
and interruption duration
exceeds 5 hours a month)

e. 24-hour drinking water
supply provided to

64,800 households and
nonrevenue water reduced to
less than 15% in project area in
Visakhapatnam (2015 baseline:
0 for 24-hour supply and 50%
for nonrevenue water)

f. Traffic in VCIC increased to
21,000 PCU (2015: baseline:
15,000 PCU)

a. Annual survey of
industries by
Directorate of
Economics &
Statistics, GoOAP

b. Annual survey of
industries by Ministry
of Statistics and
Programme
Implementation,
Government of India

c. Statistical Profile
on Women Labour by
Labour Bureau,
Ministry of Labour
and Employment,
Government of India

d—f. Annual reports of
the GoAP, DOIC, and
PlUs; QPRs of
VCICDP

Inadequate investments
by the government in
critical projects (ports
and shipping, national
highways,
telecommunications,
railways) in the VCIC

Increased competition
from other states in
attracting investors

! Output 1 under the DMF describes the policy-based loan (PBL). Outputs 2 and 3 are relevant to the MFF.




50 Appendix 1

Results Chain

Performance Indicators with
Targets and Baselines

Data Sources and
Reporting

Risks

Outputs

1. Corridor
management
strengthened and
ease of doing
business improved

2. Visakhapatnam—
Chennai Industrial
Corridor
infrastructure
strengthened and
more resilient

By 2024:

la. Corridor management
institutions established and
operational (2015 baseline: not
applicable)

1b. State’s rating remains in top
five on Ease of Doing Business
(2015 baseline: ranked 2nd
according to Ease of Doing
Business report commissioned
by Government of India)

1c. New e-portal and single-
desk system operational for
issuing business-related
licenses to more than 90% of
the applicants (2015 baseline:
0)

1d. New industrial and sector
policies notified and
implemented with fiscal
incentives and special
packages for women
entrepreneurs (2015 baseline:
not applicable)

By 2024:

2a. 45 km of internal roads
improved, with gender-
responsive design features'
and 47 km of storm water
drains constructed in industrial
clusters (2015 baseline: 0)

2b. Four MLD common effluent
treatment plants constructed in
industrial clusters (2015
baseline: 0)

2c. 123 km of pipelines, 27
MLD water treatment plants,
and 9,100 million liters of
storage tanks constructed in
industrial clusters (2015
baseline: 0)

2d. 93.6 km of state highways
widened, with gender-
responsive design features'
(2015 baseline: 0)

la. Annual reports of
the GoAP and DOIC;
QPRs of VCICDP

1b. Reports of
Department of
Industrial Policy and
Promaotion,
Government of India

1c—-1d. Annual
reports of the GoAP
and DOIC; QPRs of
VCICDP

2a—2g. Annual
reports of the DOIC
and PIUs; QPRs of
VCICDP

Lack of political will to
continue reforms

Inadequate structure
and systems of
corridor management
institutions.

Delays in legal
processes for
enforcement of
contracts

Inadequate allocation of
power and water to
meet industrial and
urban demand

Severe and extreme
weather and climate
events
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Results Chain

Performance Indicators with
Targets and Baselines

Data Sources and
Reporting

Risks

2e. One 400 by 220 kV, five
220 by 132 kV and four 132 by
33 kV new substations with a
capacity of about 3,170 MVA
and related transmission
network comprising about 240
km of overhead and 41 km of
underground transmission and
distribution lines of 400, 220,
and 132 kV installed for
industrial clusters (2015
baseline: 0)

2f. 365 km of new drinking
water pipelines constructed or
rehabilitated and 64,800 water
meters installed in
Visakhapatnam (2015 baseline:
0)

2g. Climate change resilience
plan for Visakhapatnam
prepared and adopted for
integrated water management
solution (2015 baseline: not
applicable)

3. Institutional
capacities, human
resources, and
program
management
strengthened

By 2024:

3a. Project development
mechanism with time-bound
action plan established

3b. Skill enhancement
programs conducted for at least
25,000 persons (at least 20%
women), including workers,
entrepreneurs, and students

3c. Capacity development
programs, including training on
gender and monitoring of
gender-disaggregated data,
conducted for more than

500 staff of executing and/or
implementing agencies (100%
women staff participate)

3d. Investor promotion plan
developed and implemented on
time

3e. Satisfactory QPRs and
audit reports submitted on time
(gender-disaggregated data

3a—3e. Annual
reports of the DOIC
and PIUs; QPRs of
VCICDP

High turnover of DOIC

and PIU staff
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Performance Indicators with Data Sources and
Results Chain Targets and Baselines Reporting Risks
collected)

Key Activities with Milestones

1. Corridor management strengthened and ease of doing business improved

1.1 Comply with tranche 1 policy-based loan conditions (March 2017)

1.2 Comply with tranche 2 policy-based loan conditions (December 2019)

2. Visakhapatnam—Chennai Industrial Corridor infrastructure strengthened and more resilient

2.1 Award first civil works contracts (March 2017)

2.2 Award all civil works contracts of Project 1 (March 2018)

2.3 Acquire land and implement resettlement plan for Project 1 (December 2018)

2.4 Award all civil works contracts of Project 2 (December 2020)

2.5 Complete all construction and commission all facilities of Project 1 (December 2021)

2.6 Complete all construction and commission all facilities of Project 2 (December 2024)

3. Institutional capacities, human resources, and program management strengthened

3.1 Initiate support to APSSDC in preparation and implementation of action plan for training of workers,
entrepreneurs, and students (January 2017)

3.2 Initiate capacity-building activities of executing and/or implementing agency staff (January 2017)

Program Management Activities

Establish project management unit with full staff (September 2016)

Mobilize project management and supervision consultant (March 2017)

Start implementation of gender equality and social inclusion action plan (Q2 2017)

Inputs

ADB: $625 million (MFF of $500 million, policy-based loan of $125 million)

Urban Climate Change Resilience Trust Fund under the Urban Financing Partnership Facility: $5 million
Government: $215 million

Technical Assistance Grant (TASF-others): $1 million

Assumptions for Partner Financing: Not applicable

ADB = Asian Development Bank, APSSDC = Andhra Pradesh State Skill Development Corporation, DOIC =

Department of Industries and Commerce, GoOAP = Government of Andhra Pradesh, km = kilometer, kV = kilovolt, MFF

= multitranche financing facility, MLD = million liters per day, MVA = mega volt ampere, PCU= passenger car unit, PIU =

project implementing unit, QPR = quarterly progress report, VCIC = Visakhapatnam—Chennai Industrial Corridor,

VCICDP = Visakhapatnam—Chennai Industrial Corridor Development Program.

& Government of India, Ministry of Commerce and Industry. 2011. National Manufacturing Policy. Delhi.

® ADB. 2015. India’s First Coastal Corridor: Vizag-Chennai Industrial Corridor Conceptual Development Plan.
https://www.apindustries.gov.in/APIndus/Data/Vizag-Chennai Industrial Corridor_Full Report.pdf

¢ Government of India, Ministry of Commerce and Industry, Department of Commerce. 2015. Foreign Trade Policy,
2015-2020. Delhi.

4 Government of India, Ministry of Statistics and Programme Implementation. 2015. Annual Survey of Industries, 2012—
2013. Kolkata (Statement 9B, sections 5-8).

¢ Government of India, Ministry of Labour and Employment. 2014. Statistical Profile on Women Labour, 2012—2013.
Chandigarh/Shimla (Table 2.2, page 28).

fGender-responsive design features for roads include walking paths, separate toilets for women, telephone helplines,
adequate lighting, signage, demarcated road crossings, and safe public spaces.
Source: Asian Development Bank
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DESIGN AND MONITORING FRAMEWORK FOR PROJECT 1

Impacts the Project is aligned with:

Contribution of the manufacturing sector to the gross domestic product, trade and employment of the state
of Andhra Pradesh increased (Government of India National Manufacturing Policy [2011];* the VCIC’s
conceptual development plan;b and the Government of India Trade Policy [2015—-2020]°

Program Results

Performance Indicators with

Data Sources and

Chain Targets and Baselines Reporting Risks
Outcome By 2025:
Growth and a. Manufacturing sector output in a. Annual survey of | Inadequate

competitiveness of
the VCIC enhanced

Andhra Pradesh increased to
Rs4.2 trillion ($64 billion) (2015
baseline: Rs1.1 trillion [$16
billion])

b. Gross value added per person
engaged in the manufacturing
sector increased to Rs1.0 million
(2013 baseline: Rs0.483 million
per person engaged)d

c. Average daily employment of
women in factories in Andhra
Pradesh increased to 18% (2010
baseline for former Andhra
Pradesh: 13.4%)°

By 2023:

d. 24-hour power supply available
for all manufacturing firms in the
VCIC and interruption duration
not to normally exceed 1 hour a
month for feeders in at least one
VCIC industrial cluster (2016
baseline: 24-hour power supply
not available for all
manufacturing firms in the VCIC
and interruption duration exceeds
5 hours a month)

e. 24-hour drinking water supply
provided to 64,800 households
and nonrevenue water reduced
to less than 15% in project area
in Visakhapatnam (2015
baseline: 0 for 24-hour supply
and 50% for nonrevenue water)

By 2020:

f. Traffic in VCIC increased to
21,000 PCU (2015: baseline:
15,000 PCU

industries
Direcotrate of
Economics &
Statistics, GoOAP

b. Annual survey of
industries by
Ministry of
Statistics and
Programme
Implementation,
Government of
India

c. Statistical Profile
on Women Labour
by Labour Bureau,
Ministry of Labour
and Employment,
Government of
India

d—f. Annual reports
of the GoAP,
DOIC, and PIUs;
QPRs of VCICDP

investments by the
government in critical
projects (ports and
shipping, national
highways,
telecommunications,
railways) in the VCIC

Increased
competition from
other states in
attracting investors
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Program Results

Performance Indicators with

Data Sources and

Chain Targets and Baselines Reporting Risks
Output: By 2022:
1. Visakhapatnam— la. 45 km of internal roads 1la-1g. Annual Inadequate allocation

Chennai Industrial
Corridor
infrastructure
strengthened and
more resilient

improved, with gender-
responsive design features' and
47 km of storm water drains
constructed in industrial clusters
(2015 baseline: 0)

1b. Four MLD common effluent
treatment plants constructed in
industrial clusters (2015
baseline: 0)

1c. 43 km of water pipelines
constructed in industrial clusters
(2015 baseline: 0)

1d. 26 km of state highways
widened, with gender-
responsive design features’
(2015 baseline: 0)

le. One 400 by 220 kV, three 220
by 132 kV and three 132 by 33
kV new sub-stations with a
capacity of about 2,321 MVA
and related transmission
network comprising about 173
km. of overhead and 41 km of
underground transmission and
distribution lines of 400, 220
and 132 kV installed for
industrial clusters (2015
baseline: 0)

1f. 365 km new drinking water
pipelines constructed or
rehabilitated and 64,800 meters
installed in Visakhapatnam
(2015 baseline: 0)

1g. Climate change resilience plan
for Visakhapatnam prepared
and adopted for integrated
water management solution
(2015 baseline: not applicable)

reports of the DOIC
and PIUs; QPRs of
VCICDP

of power and water to
meet industrial and
urban demand

Severe and extreme
weather and climate
events

2. Institutional
capacities, human
resources, and
program
management
strengthened

By 2022:

2a. Project development
mechanism with time-bound
action plan established

2b. Skill enhancement programs
conducted for at least 5,000
persons (at least 20% women),
including workers,
entrepreneurs and students

2c. Capacity development
programs, including training on
gender and monitoring of
gender-disaggregated data,
conducted for more than

2a—2e. Annual
reports of the DOIC
and PIUs; QPRs of
VCICDP

High turnover of
DOIC and PIU staff
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Program Results Performance Indicators with Data Sources and
Chain Targets and Baselines Reporting Risks

500 staff of executing and/or
implementing agencies (100%
women staff participate)

2d. Investor promotion plan
developed and implemented on
time

2e. Satisfactory QPRs and audit
reports submitted on time
(gender-disaggregated data
collected)

Key Activities with Milestones

1. Visakhapatnam—-Chennai Industrial Corridor infrastructure strengthened and more resilient

1.1 Award first civil works contracts (March 2017)

1.2 Award all civil works contracts of Project 1 (March 2018)

1.3 Acquire land and implement resettlement plan (December 2018)

1.4 Complete all construction and commission all facilities of Project 1 (December 2021)

2. Institutional capacities, human resources, and program management strengthened

2.1 Initiate support to APSSDC in preparation and implementation of action plan for training of workers,
entrepreneurs, and students (January 2017)

2.2 Initiate capacity-building activities of executing and/or implementing agency staff (January 2017)

Program Management Activities

Establish project management unit with full staff (September 2016)

Mobilize project management and supervision consultant (March 2017)

Start implementation of gender equality and social inclusion action plan (Q2 2017)

Inputs

ADB: $245 million

Urban Climate Change Resilience Trust Fund under the Urban Financing Partnership Facility: $5 million
Government: $108 million

Technical Assistance Grant (TASF-others): $1 million

Assumptions for Partner Financing: Not applicable

ADB = Asian Development Bank, APSSDC = Andhra Pradesh State Skill Development Corporation, DOIC =

Department of Industries and Commerce, GOAP = Government of Andhra Pradesh, km = kilometer, kV = kilovolt, MFF

= multitranche financing facility, MLD = million liters per day, MVA = mega volt ampere, PCU= passenger car unit, PIU =

project implementing unit, QPR = quarterly progress report, VCIC = Visakhapatnam—Chennai Industrial Corridor,

VCICDP = Visakhapatnam—Chennai Industrial Corridor Development Program.
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