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l. Introduction

1. This Project Paper seeks the approval of the Executive Directors to provide Additional
Financing (AF) in an amount of SDR 3.0 million (US$4.0 million equivalent) to the Kingdom of
Tonga for the Transport Sector Consolidation Project (TSCP) (P096931; IDA Grant No. IDA-
H4160 and PRIF TF-99585). The proposed AF will be through an IDA credit in an amount of
SDR 1.5 million (US$2.0 million equivalent) and an IDA grant in an amount of SDR 1.5 million
(US$2.0 million equivalent). The project will leverage US$2.0 million (equivalent) of
counterpart financing.! The AF includes a Level 2 restructuring of TSCP involving: (i) changes
to the project components; (ii) revisions to the Results Framework; and (iii) application of the
most recent procurement guidelines.

2. With the support of TSCP, the Government of Tonga (GoT) has successfully created a
domestic road maintenance industry, improved maritime and aviation safety, promoted private
sector development, and supported the Ministry of Infrastructure and Tourism (Mol T)? through a
change management process which is setting an example for other ministries on how to proceed
with organizational reform.

3. The proposed AF requested by GoT would help finance: (i) priority maritime investments
in infrastructure and maritime safety, which were not completed under the original project
because the funding available was not sufficient to cover all activities recommended in the June
2011 maritime needs assessment; (ii) land transport investments that focus on improving road
safety; and (iii) technical advisory services, training and support to continue the project’s change
management process to assist MolT in its divestment program to create more efficient and
effective operations, and to carry out limited road maintenance activities.

I1. Background and Rationale for Additional Financing

4. Project Background. TSCP was first approved in 2008 and became effective on
December 12, 2008 with a grant (IDA-H4160) of SDR 3.4 million (US$5.44 million equivalent),
implemented by the then Ministry of Transport (MoT). Originally conceived as a sector reform
project, TSCP was scaled-up in November 2010 with support from the Government of Australia
to finance: (i) priority maritime investments, following the tragic sinking of the Princess Ashika,
a passenger ferry; and (ii) introduce the ‘Sustainable Road Maintenance Program,” which
promoted local contractors to undertake road maintenance activities. At the time, the Project
Development Objective (PDO) was amended to reflect this substantial scale-up and new
activities under the project. All activities financed by the Pacific Regional Infrastructure Facility
(PRIF) TF-99585 have been completed and therefore the closing date of December 31, 2015 of
the IDA and PRIF grants will not be extended under the proposed AF.

5. TSCP has the following four main components, :

L US$1 million equivalent will be deposited to the Road Maintenance Fund for road maintenance activities and a
further US$1 million equivalent will be contributed in the form of foregone taxes and duties.
2 The Ministry of Infrastructure (Mol) and the Ministry of Tourism were merged in June 2015 to create the MolT.
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Component A: Establishment of a sustainable transport sector policy, and
institutional and operational framework. Activities to enable the creation of a
sustainable transport sector.

Component B: Compliance with Mandatory Safety and Security Standards.
Provision of high priority strategic investments required to meet mandatory safety
and security standards required under international agreements, treaties and
obligations;

Component C: Supporting the Transition towards Sustainability in the
Transport Sector. Further investments consistent with the policy/planning
frameworks and investment plans developed in Component A for a more sustainable
transport sector; and

Component D: Project Implementation Support.

6. The project is consistent with the Country Assistance Strategy (CAS) FY2011-2014
(Report 56630-TO), particularly the second of the three themes, namely generating opportunities
through greater global and regional integration. Themes include reducing the constraints of
economic geography and helping the citizens of Tonga to make the most of opportunities. TSCP
is mentioned in the CAS particularly with respect to strengthening the management of
infrastructure assets and improvements in civil aviation and maritime safety, and provision of
counter-cyclical employment. The AF will continue to build on maritime safety in Tonga, and is
consistent with the CAS. In addition, the proposed project is aligned with the WBG’s strategic
goals of ending extreme poverty and boosting shared prosperity to the extent that providing safe,
reliable and affordable transport will help link communities to markets and improve livelihoods.

7. Since 2010, TSCP has undergone four restructurings:

November 2010: The Project underwent a level one restructuring as the project was
significantly scaled up through the provision of an additional US$ 10.3 million in
grant financing from the Government of Australia, through the Pacific Region
Infrastructure Facility (PRIF), with a focus on road maintenance activities as well as
priority maritime investments. The PDO of the Project was also revised to capture the
scaled-up activities. The closing date of the project was extended from December 31,
2011 until December 31, 2013, to allow sufficient time for the completion of the
additional activities added to the project.

July 2012: Changes were made to the legal agreements to reflect the merger of MoT
with the Ministry of Works to form the Ministry of Infrastructure (Mol), which was
part of GoT’s program to consolidate ministries. Changes were made to the
administrative agreements relating to the agreements between the donors and the
project entity.

August 2013: The project’s closing date was extended to December 31, 2015 to
permit the completion of road maintenance activities and to allow time for the
Government to implement a large number of policy recommendations prepared
through the project, in particular related to the restructuring of Mol.



e February 2014: The project’s legal agreements were amended through a Level 2
restructuring to broaden the geographical scope of the aviation investments in
response to Tropical Cyclone lan, which struck the island group of Ha’apai on
January 11, 2014,

8. Concurrently to TSCP, GoT is implementing the Tonga Aviation Investment Project
(TAIP) (P128939). Many of the aviation investments identified by the transport sector reform
study, undertaken by TSCP, were financed under TAIP with the exception of two civil works
contracts involving a new fire station and an expansion to the existing terminal building at
Fua’amotu International Airport, both of which were underway before TAIP was approved and
will be completed under the original TSCP grant. The TSCP AF will not support any further or
new aviation investments.

9. Implementation Progress. To date, the Project has disbursed US$4.87 million (93
percent) of the original IDA grant and US$10.30 million (100 percent) of the PRIF grant. The
remaining funds for the IDA grant are almost all committed. All funds will be used by the
current closing date. The project is on track to meet the PDO and complete the remaining
existing activities by the current closing date.

10.  TSCP has been successful on many fronts, including contributing to the following:

a. MolT was transformed through its TSCP-supported restructuring, devolving several
non-key business areas to focus on its role of policy and planning. Divestment
activities so far have been broad, ranging from hiring out of road construction
equipment to contractors, concessioning quarry operations, to seeking the contracting
out of vehicle inspection processes, and implementing an IT strategy, including an
accounting system. This led to an award from the Institute of Asset Management
(UK) in 2014;

b. A domestic road maintenance industry was created, and regular road maintenance
under the oversight of MolT is now being carried out, with future activities to be
funded from the road maintenance fund established through TSCP;

c. A road safety audit of Tonga, including outer islands, was completed in August 2011
and a number of key road safety improvement works were completed; and,

d. The installation of aids to navigation, and institutional strengthening activities at
MolT’s Marine and Ports Division, have contributed to improving maritime safety.

11.  Performance Indicators. The project has been progressing well. Progress towards
achieving the PDO and Overall Implementation Progress (IP) have been rated Moderately
Satisfactory or Satisfactory since December 2012. There are no fiduciary, environmental, social
or safeguard issues, the proposed works and activities will be completed within the proposed
project closing date, and the Borrower has sufficient capacity for implementation.




Table 1: ISR performance ratings

Jan ‘12 | Jun ‘12 | Dec ‘12 | Jun ‘13 | Dec ‘13 | May ‘14 | Nov ‘14 | Jun’l5
MU MU MS S S S S S

Progress towards
achievement of PDO
Overall implementation
Progress

MU MS MS MS S S S S

Note: S = Satisfactory; MS = Moderately Satisfactory; MU = Moderately Unsatisfactory

12.  There has been compliance with all legal covenants except one. GoT is taking steps to
recruit a permanent Director of Land Transport, subject to the competency of the applications
received. The legal covenant requiring the appointment of a Director of Land Transport within
MolT will be maintained as a dated covenant in the Financing Agreement to be fulfilled by
January 31, 2016.

13. Financial Management Arrangements. A Financial Management supervision mission in
May 2015 rated the project’s financial management performance as Moderately Satisfactory.
Presently, the project accountant for the Tonga Cyclone lan Reconstruction and Climate
Resilience Project (TCIRCRP) provides financial management and procurement support to
TSCP PMU and maintains TSCP’s accounts. The rating is based in part on a recent GoT Audit
Office review of TCIRCRP that uncovered non-adherence to agreed practices for approving
payments. To remediate this issue, stronger financial management oversight is being instituted
through the appointment of: (i) a Senior Advisor by the Ministry of Finance to oversee all
transactions and clear payments of MolT for both TCRICRP and TSCP; and (ii) a Project
Accountant to manage TSCP’s transactions, whose appointment will be an effectiveness
condition for the AF. The rating of Moderately Satisfactory will be re-assessed during future
Bank missions.

14.  There will be no changes to the existing financial management processes, and the
reporting requirements for Interim Financial Reports and audits of Financial Statements will not
change. There are no overdue audits.

15. Rationale for Additional Financing. Most of the activities proposed to be funded through
the AF are a continuation of the existing project activities with scaling-up of the maritime and
land transport safety aspects, and will serve to increase the effectiveness and extent of the
project’s impact. With the ongoing reforms of MolT only partially completed, the GoT is
seeking the Bank’s continued support with this critical institutional reform. This will help to
further entrench the road fund and ongoing sustainable road maintenance, both of which
commenced through the efforts of TSCP.

I11. Proposed Changes

Summary of Proposed Changes

The proposed AF requested by GoT would help finance: (i) priority maritime investments in
infrastructure and maritime safety, which were not completed under the original project because
the funding available was not sufficient to cover all activities recommended in the June 2011
maritime needs assessment; (ii) land transport investments that focus on improving road safety;
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and (iii) technical advisory services, training and support to continue the project’s change
management process to assist MolT in its divestment program to create more efficient and
effective operations.

Change in Implementing Agency Yes[ ] No[X]
Change in Project's Development Objectives Yes[ ] No[X]
Change in Results Framework Yes[X] No[ ]
Change in Safeguard Policies Triggered Yes[ ] No[X]
Change of EA category Yes[ ] No[X]
Other Changes to Safeguards Yes[ ] No[X]
Change in Legal Covenants Yes[X] No[ ]
Change in Loan Closing Date(s) Yes[ ] No[X]
Cancellations Proposed Yes[ ] No[X]
Change in Disbursement Arrangements Yes[ ] No[X]
Reallocation between Disbursement Categories Yes[ ] No[X]
Change in Disbursement Estimates Yes[ ] No[X]
Change to Components and Cost Yes[X] No[ ]
Change in Institutional Arrangements Yes[ ] No[X]
Change in Financial Management Yes[ ] No[X]
Change in Procurement Yes[X] No[ ]
Change in Implementation Schedule Yes[ ] No[X]
Other Change(s) Yes[X] No[ ]

Development Objective/Results

Project’s Development Objectives

Original PDO

To establish and consolidate the operations of the newly-created Ministry of Transport as a
unified transport sector-policy, planning and regulatory ministry and to improve the level of
compliance of the civil aviation and maritime subsector entities with international safety and
security standards.

Current PDO

(The current PDO was amended as part of the November 2010 restructuring). The PDO is to
assist the Recipient to develop its transport sector to have: (i) stronger policy, planning and
regulatory institutions and framework; (ii) improved safety and security facilities and
compliance with international safety and security standards; and (iii) greater domestic capacity
for road rehabilitation and maintenance.




Change in Results Framework

Explanation:

Annex 1 contains the proposed project monitoring indicators. The PDO indicators have been
revised to reflect the current environment and scale-up of the project’s activities.

Compliance

Covenants - Additional Financing ( Tonga Transport Sector Consolidation Project -
Additional Financing - P151806 )

Source of Finance Description of | Date | Recur
Funds Agreement P Frequency Action
Covenants Due | rent
Reference
Appointment of  |Janu
Schedule 2, Director of Land |ary .
IDA Section V.1 Transport within |31, L One-time
MolT. 2016
US$1 million
equivalent in Janu
Schedule 2, counterpart funds |ary .
IDA Section V.2 deposited in Road |31, One-time
Maintenance 2016
Fund.
Conditions
Source Of Fund Name Type
IDA Appointment of Project Condition of Effectiveness
Accountant to PMU

Description of Condition

A Project Accountant has been appointed to the PMU within the MolT with terms of reference,
qualifications and on conditions acceptable to the Association.

Risk
Risk Category Rating (H, S, M, L)
1. Political and Governance High
2. Macroeconomic Moderate
3. Sector Strategies and Policies Substantial
4. Technical Design of Project or Program Low
5. Institutional Capacity for Implementation and Sustainability High
6. Fiduciary Substantial
7. Environment and Social Low




8. Stakeholders

Low

9. Other

Overall:

Substantial

Finance

Loan Closing Date - Additional Financing ( Tonga Transport
Sector Consolidation Project - Additional Financing - P151806 )

Source of Funds

Proposed Additional Financing Loan

Closing Date

International Development Association (IDA)

30-Jun-2018

Loan Closing Date(s) - Parent ( Tonga Transport Sector
Consolidation Project - P096931 )

Explanation:
Status Original Current Proposed Previous
Ln/Cr/TF Closing Date Closing |Closing Date Closing Date(s)
Date

IDA- : 31-Dec-
H4160 Effective | 31-Dec-2011 2015 31-Dec-2015 31-Dec-2013

. 31-Dec-
TF-99585 | Effective | 31-Dec-2013 2015 31-Dec-2015 31-Dec-2013

Allocations - Additional Financing ( Tonga Transport Sector
Consolidation Project - Additional Financing - P151806 )

Allocation

Disbursement % (Type

Source of Category of Total
Funds Currency Expenditure )
Proposed Proposed
Goods, works, consultants’
IDA services, Operating Costs,
Grant Usb Training and Workshops for 2,000,000.00 100.00
the Project
Total:| 2,000,000.00
Goods, works, consultants’
IDA services, Operating Costs,
Credit Usb Training and Workshops for 2,000,000.00 100.00
the Project
Total:| 2,000,000.00
Components

Change to Components and




Cost

Explanation:

Under the proposed AF, the project’s four components would remain:

e Component A: Establishment of a Sustainable Transport Sector Policy, and
Institutional and Operational Framework;

e Component B: Compliance with Mandatory Safety and Security Standards;

e Component C: Supporting the Transition towards Sustainability in the Transport
Sector; and,

e Component D: Project Implementation Support.

Activities under Component A have been completed and no further funding will be allocated to
this component. Changes will be made to: (i) Component B to accommodate the proposed
maritime investments; (ii) Component C to provide further support to the change management
process and the transport sectors, to implement road safety initiatives, and carry out limited road

maintenance; and (iii) Component D to provide sufficient project management support during
implementation.

Project Activities: The scope of AF activities will include:

e Component B  (Additional Finance USD 1.67 million including
contingencies/excluding taxes): Provision of high priority strategic investments
required to meet with mandatory safety and security standards required under
international agreements, treaties and obligations.

Under this component physical investments in maritime infrastructure will be made
including: (i) study to examine the impacts of maritime improvements; (ii) additional
aids to navigation for Eua, Ha’apai, Vava’u and the Niuas; (iii) marine safety,
maintenance and environmental protection equipment; (iv) improvements to wharves,
and passenger and cargo facilities; and (v) services for design and supervision.

These maritime investments will build upon the TSCP improvements undertaken in
2012 and 2013. A GoT priority is to rehabilitate outer islands ports as part of more
comprehensive inter-island shipping exchanges that includes the introduction of a new
ferry and development of improved terminals and harvest facilities at ports.

Improvements will take place at identified ferry terminals in Ha’apai, ‘Eua and other
islands, as necessary, and depending on location and requirements, will involve small
extensions to existing wharves, re-grading of existing ramps, cargo and dangerous goods
isolation areas, improvements to passenger security and facilitation areas, and
installation of navigational lights.

The specific maritime works for improving passenger and cargo facilities will be confirmed after




scoping studies to be completed during the first year of implementation. If the proposed
activities are not covered by the existing EMP, it will be updated to reflect the necessary changes
and disclosed again. Should any changes have the potential for more substantial impacts, a
limited Environmental and Social Impact Assessment (ESIA) will be prepared.

e Component C  (Additional Finance USD 2.89 million including
contingencies/excluding taxes): Further investments consistent with the policy/planning
frameworks and investment plans developed in Component A for a more sustainable
transport sector:

(i) Transport Safety (USD 0.48 million): Investments to improve transport safety
including: (i) minor road improvement works to address safety issues; (ii)
investments to improve maritime safety; (iii) road safety awareness and
education campaigns executed through various media channels, which will be
implemented through one or more specialized NGOs; (iv) advisory services for
evaluating options and making recommendations for a road safety program
involving the use and/or rental of child car seats and safety restraints; and (v)
advisory services and support for updating existing safety legislation in the
transport sector.

(ii) Capacity Building (USD 1.34 million): Technical advisory services and
training to strengthen MolT’s capacity, including: (i) advisors for asset
management, maritime, roads, and traffic safety; (ii) support for scaling-up
change management; (iii) training and capacity building; and (iv) information
and communications technology (ICT) systems, including an asset management
system.

(iii) Transport Sector Reforms (USD 0.07 million): An assessment of the impacts
of the ongoing consolidation and change management process in the transport
sector, including: (i) comparison of expected and actual outcomes; (ii) impact of
outsourced works and services, especially on spending, productivity and job
creation; (iii) how to ensure reforms are sustainable; (iv) circumstances under
which force account for works would be viable; and (v) lessons learned and
recommendations going forward.

(iv)Road Maintenance (USD 1.00 million): GoT will contribute US$1 million in
counterpart funding to the Road Maintenance Fund, which primarily finances
routine and periodic maintenance of roads under MolIT’s jurisdiction. This
funding will be used to outsource road maintenance activities in support of the
local contracting industry. Specific maintenance activities to be financed will be
based on MolT’s Annual Tonga National Roads Improvement Plan, which
identifies and provides the rationale for proposed investments.

e Component D: Project Implementation Support. (US$0.44 million including
contingencies/excluding taxes): Funding for the PMU for MolT for 2.5 years.

Implementation Arrangements: The original TSCP project was implemented by the MolT and
Tonga Airports Ltd. (TAL - for aviation investments). Since all aviation investments will be




completed under the existing project, TAL is not involved in implementation of the AF. The
existing TSCP project implementation arrangements—excluding TAL—will remain under the
AF, including the PMU and Project Steering Committee (PSC).* The PSC has been operating
effectively and providing satisfactory oversight of project management and implementation. The
Working Group within MolT, which had been established under the original project to provide
technical guidance and oversight, will not be continued under the AF as it is seen as an
unnecessary additional layer of oversight in circumstances where the PSC has otherwise
satisfactorily performed this function.

All project activities will be implemented by the existing PMU based in Mol T, which currently
consists of a Project Manager (who also serves as Contracts Manager), Project Assistant and
Procurement Officer. A Project Accountant for TSCP is currently shared with TCIRCRP. A new
Project Accountant for TSCP will be recruited and the appointment of this position is an
effectiveness condition.

Retroactive Financing: SDR 200,000 will be available under the additional IDA grant for
expenditures incurred prior to August 18, 2015

Current Propose
Current Component Proposed Component d Cost .
Cost (USD Action
Name Name (USD
m)
m)

A: Establishment of a
Sustainable Transport
Poll_cy, _and No change in Component 159 159 Same costs
Institutional and name.
Operational
Framework.
B: Compliance with No change in Component
Mandatory Safety and g P 5.95 7.62 Revised costs

: name.
Security Standards
C: Supporting the
Trans_ltlon_ t_ow_ards No change in Component 593 8.82 Revised costs
Sustainability in the name.
Transport Sector
D: Project .
Implementation No change in Component 1.29 1.73 Revised costs

name.

Support
Foregone taxes and :
operating costs (GoT) 2.33 3.33 Revised costs

® The PSC consists of representatives from the Ministry of Finance and National Planning, Ministry of
Infrastructure and Tourism, Ministry of Public Enterprises, and the Ministry of Meteorology Energy Information,
Disaster Management, Environment, Climate Change and Communication.
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Total: 17.09 23.09

Other Change(s)

Change in
Procurement

Explanation:

Annex 3 provides the proposed procurement plan (dated August 18, 2015). Procurement under
the restructured project and AF will be carried out in accordance with the Bank’s most recent
versions of the Procurement and Consultant Guidelines — dated January 2011 and revised July
2014 “Guidelines: Procurement of Goods, Works and Non-consulting Services under IBRD
Loans and IDA Credits and Grants by World Bank Borrowers,” and “Guidelines: Selection and
Employment of Consultants under IBRD Loans and IDA Credits and Grants by World Bank
Borrowers.” During 2015, the PMU’s Procurement Officer will be supported by the Senior
Procurement Advisor funded through TCIRCRP.

IV. Appraisal Summary

Economic and Financial Analysis

Explanation:

The economic analysis of the AF was performed based on the contribution of the AF to
achieving the PDO of improving safety and security facilities and compliance with international
safety and security standards. The improvements in the maritime and land transport sectors
envisaged under the project are expected to have significant positive impact to the users of
domestic transport in Tonga. Investments that improve the safety of domestic transport have
substantial benefits in terms of more reliable access to markets, education and health services, as
well as facilitating tourism.

The economic evaluation of this project focuses on the US$5.0 million of investments (i.e.
excluding the GoT’s contribution in the form of foregone taxes) associated with the AF. The
analysis covers a 10-year period (2015-2024) based on the AF’s contributions to ensuring port
operations in the outer islands, addressing relevant safety issues, and reducing road accidents.
Therefore, the analysis focused on: (i) the possible disruption of port operation due to lack of
maritime safety; and (ii) the impact of safer roads.

It is estimated that transport sector investments under AF will yield an economic internal rate of
return (EIRR) of 21% and a net present value (NPV) of US$2.03 million, assuming one percent
of households consumption expenditure is lost due to a lack of boat navigation safety in ‘Eua and
the project investments will reduce road accidents by 20 percent. The original project (2008) was
primarily a reform project and because of this, it was not easy to carry out a traditional cost-
benefit analysis involving internal economic rates of return, a sensitivity analysis and net present
values. Instead, the economic assessment was done using measures of cost effectiveness. The
improvements from the 2010 Additional Financing included positive economic impacts for both
direct users and the country as a whole. Therefore, combined with the quantified EIRR and NPV,
the overall project presents substantial benefits. The proposed project will improve domestic air,
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sea, and land transport and related access to markets, education and health services, while
facilitating tourism, generating employment, and reducing poverty. Improvements to the roads
addressed by the funding have had social benefits, which are not quantifiable using traditional
economic analysis that typically focus on measuring savings in vehicle operating costs and
reductions in travel times.

Technical Analysis

Explanation:

The project design is technically sound and reflects experiences since the project started in 2008
and adopts lessons learnt from other projects across the sector. Civil works under the project will
be carried out in accordance with best practice and relevant national and international standards.
The choice of technology for undertaking maritime improvements will be governed by both what
is appropriate for meeting national and international technical standards. Design services and
technical expertise will be provided to ensure the civil works are technically sound and
applicable for Tonga. Additional support for supervision of these works will be provided where
required to prevent unsuitable construction.

Social Analysis

Explanation:

It is anticipated that the proposed AF activities will have positive social and health benefits for
both men and women through improved safety measures in the land and maritime sectors. Safe,
reliable and affordable transport in Tonga is crucial in linking communities to markets and in
improving livelihoods. There are gender differences in travel patterns in Tonga. Like men,
women in Tonga are active road users but they are also more likely to make multiple trips,
requiring multiple stops, and are three times more likely to travel with small children. Women
tend to be more concerned with pedestrian safety, particularly around schools, as they are more
likely to walk. In a recent study in Tonga, 50% of women surveyed stated dangerous driving as
their primary transport concern and 100% of both men and women surveyed supported the
increased use of child safety measures.

The proposed land transport civil work activities are minor improvements to intersections to
address road safety issues and minor road maintenance. The activities do not include land
acquisition or realignment of any road and do not have any significant negative social impacts.
The activities will provide important social and health benefits to the communities of the project
areas in terms of positive reductions in road safety accidents and injuries and improved access to
key transportation services by the communities.

Gender: Gender outcomes in Tonga are similar for women and men in education and most health
areas. Both maternal and infant mortality rates have remained on a steady decline, and are the
lowest in the Pacific. In addition, while female political representation remains low from a
regional perspective, Tonga is one of the best performers in the region in terms of women at
senior levels of the bureaucracy. There are opportunities, however, to further economic
empowerment for women, including equality in paid employment and improved access to
finance and collateral. Gender-based violence also remains an issue.

12




Women in Tonga are very active in the informal sector where they constitute the majority of
entrepreneurs leading small and micro enterprises. They are active in the production of
handicrafts, cash crops, coastal fisheries, and small retail. As the income of these activities can
account for up to 80 percent of total household income, particularly in rural areas, access to
reliable and affordable transport is crucial to household livelihoods. Independent of the project, a
gender specific mobility study has been proposed as part of a Bank gender proposal for the
Pacific region to: (i) better understand the gender needs and impacts of transport access and
infrastructure in Tonga and (ii) foster the planning of future transport investments to maximize
economic and social benefits for both men and women. If the proposal is funded, the analysis
for Tonga could provide useful data on transport patterns, public transport needs and safety
concerns for both men and women in relation to TSCP projects and related future investments.

Environmental Analysis

Explanation:

The original project was rated as a Category C project since investments in civil works were very
limited. However, in 2010 under the project’s first AF the project was reclassified as a Category
B project due to the inclusion of major civil works activities for road maintenance and maritime
investments. The activities proposed under the AF are consistent with the Category B rating and
will have similar scale impacts on the environment as the existing project activities.

The project has been operating effectively from a safeguards point of view since the last
restructuring in 2010. The existing Environmental Management Plan (EMP) is integrated into
the technical design and civil works contracts for the appropriate investments with an explicit
requirement for the preparation of a detailed contractor’s EMP (CEMP). MolT will continue to
be responsible for safeguards’ management, compliance and reporting, with inputs from

the Ministry of Meteorology Energy Information, Disaster Management, Environment, Climate
Change and Communication (MEIDECC).

The EMP for TSCP was originally prepared and disclosed on July 30, 2010. This was later
amended and the revised EMP was disclosed October 17, 2013. For the AF, the EMP was further
revised and disclosed at the InfoShop on July 9, 2015, and in-country on July 30, 2015.
Anticipated environmental activities financed by the AF will be small, if not negligible, local and
confined to the immediate vicinity where they may occur and can be readily avoided and or
easily mitigated through widely available and tangible mitigation measures. The physical
investments to be financed under the AF will be confirmed during implementation and are
planned to be completed during the second year of implementation. The existing EMP will be
integrated into the technical design and civil works contracts for the appropriate investments
with the explicit requirement for the preparation of a detailed contractor’s EMP (CEMP). In
addition to the CEMP requirement/guidance, a requirement for an effective grievance redress
mechanism has also been included in the EMP.

The specific maritime works for improving wharves, passenger and cargo facilities will be
confirmed after scoping studies to be completed during the first year of implementation. These
works are considered a scaling up of maritime investments under the original project but which
were not completed because the funding available was not sufficient to cover all activities
recommended in the maritime needs assessment. All works, including road maintenance
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activities, will be undertaken on existing infrastructure. If the proposed activities are not covered by
the existing EMP, it will be updated to reflect the necessary changes and disclosed again. Should any
changes have the potential for more substantial impacts, a limited Environmental and Social Impact
Assessment (ESIA) will be prepared and the respective instrument consulted upon, approved by the
Bank and disclosed.

Risk

Explanation:

The overall risk of the AF is Substantial. Because the design of the AF is a continuation of the
existing project and the implementation of the project has been rated Satisfactory since
December 2013, the risk of the project design remains low.

There are two high and two substantial risks associated with the AF. A new Government was
recently elected and there are political and governance risks of changes or delays with the
change management process, which could impact plans for divestiture. In light of this, the
project will work with the Government to update the “To Be” vision for the MolT, as well as to
inform the Government of the benefits from the current change management process.

There is substantial fiduciary risk due to the recent ratings of MolT’s financial management of
TCIRCRP (P150113), an IDA-financed project, which provides financial management and
procurement support to TSCP’s PMU. GoT’s Audit Office recently completed a review of the
TCIRCRP PMU that uncovered non-adherence to agreed practices for approval of payments. To
remediate this issue, stronger financial management oversight is being instituted for both the
TSCP and TCIRCRP wherein the Ministry of Finance will provide independent oversight and
clearances of all procurement and financial management transactions. A separate Accountant
will be recruited for TSCP.

V. World Bank Grievance Redress

16.  Communities and individuals who believe that they are adversely affected by a World
Bank (WB) supported project may submit complaints to existing project-level grievance redress
mechanisms or the WB’s Grievance Redress Service (GRS). The GRS ensures that complaints
received are promptly reviewed in order to address project-related concerns. Project affected
communities and individuals may submit their complaint to the WB’s independent Inspection
Panel which determines whether harm occurred, or could occur, as a result of WB non-
compliance with its policies and procedures. Complaints may be submitted at any time after
concerns have been brought directly to the World Bank's attention, and Bank Management has
been given an opportunity to respond. For information on how to submit complaints to the World
Bank’s corporate Grievance Redress Service (GRS), please visit
http://www.worldbank.org/GRS. For information on how to submit complaints to the World
Bank Inspection Panel, please visit www.inspectionpanel.org.
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Annex 1: Results Framework and Monitoring Indicators
TONGA: Transport Sector Consolidation Project — Additional Financing

Results Framework

Revisions to the Results Framework

Comments/
Rationale for Change

PDO
Current (PAD) Proposed
To assist the Recipient to develop its
transport sector to have: (i) stronger
policy, planning, and regulatory
institutions and framework; (ii) No change.

improved safety and security facilities
and compliance with international
safety and security standards; and (iii)
greater domestic capacity for road
rehabilitation and maintenance.

PDO Indicators

Current (PAD)

Proposed change*

MOT integrated ministry: MOT
functioning as a fully integrated
ministry responsible for compliance
and safety oversight of land, sea and
air transport.

Continued.

(New Indicator) Transport
policy framework developed.

The indicator aims to track the
development of policy/planning
principles and a legislative framework
for the transport sector to adequately
capture the first dimension of the PDO.

(New Indicator) Change
management process
implemented and creation of
appropriate transport policy
and planning units.

The indicator seeks to track the
establishment of institutional core
functions for sectoral policy, planning
and regulation activities to adequately
capture the first dimension of the PDO.

(New Indicator) Road
maintenance fund created and
operational.

The indicator tracks the continued
operation of the current Road
Maintenance Fund which will help
support a sustainable road maintenance
industry to adequately capture the first
dimension of the PDO. Under the
project, the GoT will deposit US$1
million equivalent to the fund which
will be used to procure works through
local contractors.

ICAO certification for Fua’amotu:
ICAQ certification of safety and
security at Fua’amotu airport.

No change.

Safe maritime systems: Proper
systems in place for safe maritime
travel.

No change.

Consultant / contractors capacity:
Consultants as well as small and
medium domestic contractors with

No change.

The indicator remains to track
completion of remaining road
maintenance contract works, which are
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Revisions to the Results Framework

Comments/
Rationale for Change

capacity for implementing effective
road maintenance.

expected to be completed by December
2015.

Number of kilometers of roads under Continued.
regular maintenance.
Number of rural roads rehabilitated.

Continued.
Number of non-rural roads.

Continued.
Roads in good and fair condition as No change.

share of total classified roads.

(New Indicator) Improved
road safety management
systems

This indicator reflects the effective
implementation of (i) road safety audit;
(ii) improvements to infrastrucutre to
reduce accident risk; (iii)
implementation of road safety
campaigns.

Intermediate Results Indicators

Current (PAD)

Proposed change

Appropriately skilled staff recruited

Continues to track the institutional

by MOT and equipped to fulfill their No change. strengthening and capacity building

respective mandate. effort within the MolT.

Completion of aviation, land Each of the sectors have investment

transport, and maritime sector Dropped. plans that have been adopted and are

investment plans. being implemented.

Improved security arrangements and No longer covered under the project as

compliance with requirements for Dropped. TAIP is now addressing full security

international air transport. compliance.

Installation of maritime safety No change. New maritime infrastructure

equipment completed. investments proposed.

Number of domestic consulting firms The capacity development of the local

with full capability to design and Dropped. industry was done under the existing

supervise road maintenance. project and is not the focus of the
additional finance.

Number of domestic small and There are no proposed road

medium sized domestic contractors Dropped. maintenance investments under project

trained and participating in bidding.

that could be monitored.

(New Indicator) Percent of
grievances related to project
benefits resolved.

Citizen engagement indicator.
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REVISED PROJECT RESULTS FRAMEWORK

Project Development Objective (PDO):

(I3)a§e!|ne| b T Cumulative Target Values R il
rigina rogress 1o esponsipility
PDO Level Result . Dat r
Olncfic?;ltoressu S @ L,f/l? Project Date 2015 2016 2017 2018 Frequency Maetigggloce/ for Data Comments
8 Start (2015) 9y Collection
(2008)
No unified One transport
1. MOT integrated Ministry transport sector ministry
focusing on policy and Text | policy planning responsible for
planning and regulatory transport
ministry planning
1. Transport
framework
drafted Transport
2. Aviation RMF TAL core policy
2. Transport policy No transport Sector Policy created. An functions ‘To-Be” | framework Supervision
framework developed and | Text grc])(ljlcsﬁgféncfg\;ork gT;JnStrateglc ﬁhrt%%rrtist fés onsibi \ICISOI:)‘F of SSE?SISSZ(: and Annual missions, MolT, PMU
sub-sector policies defined. L lonty esp . progress reports
policies completed. Act is lities drafted. policy
3. Maritime drafted developed directions
Sector defined.
Strategy
drafted.
Core MolT
divisions
. created to Core MolT divisions
No institutional At least 50% o
3. Change management core functions for focys on Strategic | of staff . created fqr I\{Iaymme
process implemented and . policy, - L . Supervision and Ports; Civil
. - sectoral policy, . staffing positions filled - o
creation of appropriate O Text . planning and ; Annual missions, MolT, PMU Aviation; Land
- . planning and . plan according to o
transport policy and planning . regulation of - progress reports Transport; Policy and
- regulation drafted. strategic L,
units A transport - Planning; Building;
activities. staffing plan. .
sub-sector Corporate Services.
core
activities.
No funds to LTD Board Revenues o
finance and Road Fuel _Ievy from fuel 20% of overall
and license . road -
4. Road maintenance fund emergency, Fund created. fees excise maintenance Superylsmn
: - O Text | routine and Request for . tax, L Annual missions, MolT, PMU
created and operational eriodic fund established vehicle activities roaress renorts
perl . to finance . financed by prog P
maintenance road commitment license
Road Fund. RMF.
works. to Road Fund fees and

* UOM = Unit of Measurement.
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submitted to traffic
Cabinet. fines to be
deposited
in fund on
regular
basis.
Certification of the
Fua’amotu Certification
International continues to be
I Airport was effective,
ihggﬁrl%tiemflcatlon for gchieved on April ACM quated,
is in accordance and training
with TCAR Parts undertaken, as
139 and 157 since needed.
2008.
Maritime
needs
assessment Additional works
Sea navigation completed. Further Works 80% pf reco_rr_wmende?j under
. . aids missing or in Pr(_)cureme_nt recommenda | scoping & | ldentifie maritime - maritime needs
6. Safe maritime systems: disrepair and ferry & installation tions from safeguard | d works infrastructure Supervision assessment
Proper systems in place for Text : . of navigation under TSCP Annual missions, MolT, PMU commence in year 2
o terminals in poor R - needs assessmen | underwa
safe maritime travel. condition and fallds |dn all five assessment ts y. AF has safety progress reports onclg sgfegu:;rds_ and
. - island groups. | measures preliminary design
without lights. Minor safety implemented | completed completed. completed by end of
works at the year 1.
ferry
terminals.
20 km of
periodic
maintenance Year 1 Program
completed by | 30 km of successfully
local periodic road completed. Year 2
contractors (3 maintenance routine maintenance
contractors completed programs awarded,
. won 4 by Tongan and periodic works
Zz.i&oc?ts;ltant I contractors (Tc?:g S; aintenance contract_s). companies. for.all 4 periodic
Consultants as well as small international Apprﬁxmfatel A fulr(ther Supervision maintenance cor;tracts
and medium domestic Text | contractors or y10kmo 462 km Annual missions, Mol T, PMU underway. L.oca
contractors with capacity for public sector pert odic maintained progress reports contractors
implementing effective road (Ministry of maintenance for at least successfully bld_ onall
maintenance Works). :Jnd?rway -1 two " Eo?tracts aréd win all
ocal consecutive ut one roa
contractor years by maintenance contract
won 3 out of Tongan offered under Year 2
the 4 companies. program. Year 2
contracts. 462 contracts completed
km of the in 2015.
network
routinely
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maintained for
two years by
local
contractors (6
different local
contractor s
were awarded
the works over
2 years).

8. Number of kilometers of
roads under regular
maintenance

No.

462

462

462

462

462

Annual

Supervision
missions,
progress reports

MolT, PMU

Year 1 routine
maintenance program
successfully
maintained 462 km of
roads. Year 2 routine
maintenance program
has awarded 7
contracts to maintain
462 km of roads to a
higher level of service
thanin Year 1. Year 2
contracts will be
completed 2015. The
Road Maintenance
Fund will continue
funding the routine
maintenance works.
No new road works
will be funded under
TSCP AF.

9. Number of rural roads
rehabilitated

No.

18.5

35

35

35

35

Annual

Supervision
missions,
progress reports

MolT, PMU

18.5 km of periodic
maintenance has been
completed on rural
roads. A further 6.0
km is under
construction on rural
roads under the
remaining two Year 2
contracts, expected to
be completed in 2015.
Under the Year 2
General Routine
Program, 40 km of
patrol grading has
been added to the
contracts.

10. Number of non-rural
roads rehabilitated

No.

3.50

Annual

Supervision
missions,
progress reports

MolT, PMU

3.5 km of periodic
maintenance has been
completed on non-
rural areas of the road
network under the
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Year 1 and Year 2
contracts. A further
1.5 km of periodic
maintenance on non-
rural roads is
underway. These
contracts are expected
to be completed in
2015. No new road
works will be funded
under TSCP AF.

11. Roads in good and fair
condition as share of total X
classified roads

%

10

10

60

63

68

70

Annual

Supervision
missions,
progress reports

MolT, PMU

Indicator added due
to restructuring in
August 2013. Data
was not available
during the last
mission to update the
percentage of the
network in good and
fair condition. The
baseline is assumed.
No new road works
will be funded under
TSCP AF.

12. Improved road safety D
management systems

Text

Road safety
audit
completed.

Road safety
deficiencies
related to
signs,
marking,
delineation
and roadside
hazards
identified.

Reduction
of
roadside
hazards
and
improvem
ents of
network
delineatio
nand
signage.

Improve
ments of
pedestria
nand
school
roadside
marking
and
village
threshol
ds.

Two road
safety
campaigns
completed and
improvement
in compliance
(%) of seat
belt usage rate
in ‘Safe
Corridor’demo
nstration
program.

Annual

Supervision
missions,
progress reports

MolT, PMU

Currently, no road
rules exist requiring
wearing of seatbelts
or securing of
babies/infants in car
seats. Effectiveness of
road safety
campaigns to address
safety issues
monitored in a ‘Safe
Corridor’
demonstration
program to support
implementation of
interventions aimed at
improving the safety
of road infrastructure
and operations.

Intermediate Results and Indicators

Intermediate Results
Indicators

Core

Unit of
Measurement

Baseline
Original
Project
Start
(2008)

Progress
To Date
(2015)

Target Values

2015

2016

2017

2018

Frequency

Data Source/
Methodology

Responsibility
for Data
Collection

Comments
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Intermediate Result 1: MOT established with clear roles, functions and responsibilities with adequate staff and resources, providing necessary sector guidance.

Recruitment of a permanent

Senior Director of Land Transport
positions - ding leqal
) at MolT is an outstanding lega
Directors - covenant of TSCP.
filled
for - However, MolT has
. with - .
Maritime . complied with other aspects
qualitied Change -
and Ports of this covenant by
Permanent MolT staff and Management o
MolT and CAD . - - recruiting permanent staff
. . . - - Director for| MolT staffing | number Advisor
1. Appropriately skilled staff insufficientl | appointed. " for other key roles
; - Land staffing strateg | of day reports, . .
recruited by MolT and equipped to Text y staffed to Annual e MolT identified.
h b . - Transport | strategy | y workers Supervision
fulfill their respective mandate. fulfill its MolT P ’ .
A Division | drafted. implem | asa missions, - s
obligations | currently appointed ented ercent roaress With Mol T’s focus on
has an PP ' ' P prog policy and regulation, there
. of total reports
advisor to MolT should not be a need for day
support workforc workers. If undertaking
LTD. essential tasks, they should
e not -
more become part of the full time
than 5% MolT staff, otherwise the
) roles should be phased out.
Intermediate Result 2: High Priority Investments in Maritime Infrastructure.
Aids to
navigation .
installed . Followin
. . Priority g aids
in all five - ; .
island maritime |nsta||_ed.
safety 17 units
groups. :
aids of
Safety - . N
identifie . navigatio
works at ) Addition S L.
- ) o ferry din al nal aids; Supervision
2. Maritime aids to navigation . 2011 A 3 missions,
- - - Text terminals navigati A Annual MolT, PMU
installed in outer islands. needs - navigatio progress
complete. assessme onal aids n buoys; reports
Additiona nt supplied. 3 ys, P
I works . N
and |ns§alled navigatio
I an n towers;
nav_lgatlon operatio and 3
al aids -
: nal. navigatio
installed. -
n lights.

Intermediate Result 3: Citizen Engagement Indicator.
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New indicator for citizen

5. Percent of grievances related to
project benefit resolved.

%

100

100

100

100

Annual

Supervision
missions,
progress
reports

MolT, PMU

engagement. The target is to
resolve all grievances on the
project, across all years of
implementation.
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Annex 2: Detailed Project Financing
1. It has been confirmed that GoT will provide US$2.00 million to the project for a total project cost
of US$6.00 million. Table 1 shows the financing allocations by component for the original, the
restructured project as a result of the 2010 AF, and the proposed changes under this AF.

Table 1: Revised Costs by Component (US$ million)

Component Original Cost  Restructured Changes

PAD 2010 with A Revised Cost

A: Establishment of a Sustainable Transport
Sector Policy, and Institutional and 1.00 1.59 0.00 1.59
Operational Framework

B: Compliance with Mandatory Safety and

Security Standards 2.12 5.95 167 1.62

C: Supporting the Transition towards
Sustainability in the Transport Sector 0.45 5.93 2.89 8.82
D: Project Implementation Support 0.41 1.29 0.44 1.73
Unallocated 0.86 0.00 0.00 0.00

Sub-Total:
(IDA / Counterpart Financing): 5.44 14.76 5.00 19.76
Taxes: 1.04 2.33 1.00 3.33
Totals: 6.48 17.09 6.00 23.09
2. Table 2 shows the revised financing plan.

Table 2: Financing Sources (US$ million)

Local Foreign Total
Source
Government of Tonga Counterpart Financing (2008 and 2010) 2.32 0.00 2.32
IDA Grant (2008) 2.28 3.18 5.46
Government of Australia financing through PRIF (2010) 3.86 5.45 9.31
IDA Credit (2015) - New 1.10 0.90 2.00
IDA Grant (2015) - New 1.10 0.90 2.00
Government of Tonga Counterpart Financing (2015) - New 1.80 0.20 1.00
Totals: 12.46 10.63 22.09
3. Table 3 summarizes the costs by each component and sector.
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Table 3: Summary of Project Investments by Sector and Component (US$ million)

Component Sector Estimated Cost Percentage of Finance
Current With AF Current With AF
A: Aviation 0.52 0.52 3.50% 2.63%
Establishment Land Transport 0.68 0.68 4.60% 3.44%
of a Sustainable | Maritime 0.35 0.35 2.40% 1.77%
Transport
Sector Policy,
and Institutional
and Operational
Framework
B: Compliance | Aviation 2.83 2.83 19.20% 14.31%
with Mandatory | Land Transport 0.12 0.12 0.80% 0.61%
Safety and Maritime 2.81 4,72 19.00% 23.87%
Security
Standards
C: Supporting Aviation 0.10 0.10 0.70% 0.51%
the Transition Land Transport 5.54 8.04 37.50% 40.67%
towards Maritime 0.10 0.72 0.70% 3.64%
Sustainability in
the Transport
Sector
D: Project Auviation 0.43 0.43 2.90% 2.18%
Implementation | Land Transport 0.41 0.63 2.80% 3.19%
Support Maritime 0.41 0.63 2.80% 3.19%
Unallocated: 0.47 0.00 3.20% 0.00%
Sub-Total: 14.77 19.77
GoT (Taxes): 2.32 3.32
Totals: 17.09 23.09
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Annex 3: Procurement Plan, Year 1 (August 18, 2015)

Contract Reference Description Estimated Procurement | Start Date | Sign Date | Bank Review Comment
P Cost (USD) Method (Prior/Post)
GOODS
MOI/AF-LTD/SHPG-CO1 é;;e;ﬁ':"a”agemem 100000 |  SHP 1/02/2016 | 14/03/2016 Post
MOI/AF-CSD/SHPG-C03 tc;‘;ﬁ] fr?g“'pme”t and 50,000 SHP 1/03/2016 | 12/04/2016 Post
MOI/AF-MPD/ Navigational Aids 250,000 SHP 01/02/2016 | 01/05/2016 Post
Sub-Total Goods: 400,000
SERVICES
Assessment, 15/10/2015 | 15/12/2015
MOI/AF-LTD/ Transport Sector 70,000 CQs Post
Reforms
MOI/AE-CSD/IC-CO5 ;I;)erclhngcal Advisor 18,000 ICS 1/12/2015 | 12/01/2016 Prior
2/11/2015 | 22/06/2016 Technical Advisors for: (i) Road
Improvement of wafi: (i) paverment and aset.
MOI/AF-LTD/CF-C03 LTD & PPD 940,000 QCBS Prior manag’emem; (iv) change
Management management; (v) transport planning
and LTD; and (vi) training.
Maritime Safety 4/01/2016 | 2/06/2016
MOI/AF-MPD/CF-C18 Improvement 250,000 CQs Prior
Design Services
MOI/AF-MPD/IC-C06 Technical Advisor 240,000 ICS 15/01/2016 | 26/02/2016 Prior
Maritime
MOI/AF-PST/IC-D01 Project Manager 150,000 ICS 2/11/2015 | 14/12/2015 Prior
MOI/AF-PST/SSS-D02 Contracts Manager 45,500 S 211172015 | 21/12/2015 Prior ?grc‘:egv existing Contract with
MOI/AF-PST/SSS-D03 Project Accountant 45,500 ICS 3/11/2015 | 22/12/2015 Prior
MOI/AE-PST/SSS-D04 Propurement 45,500 SSS 2/11/2015 | 21/12/2015 Prior Renew existing Contract with
Officer TSCP
MOI/AF-PST/SSS-DO05 | Project Assistant 37,000 |  sSS AV2OU | 2UL2015 | prigy | Renew existing Contract with
Sub-Total Services: 1,841,500

WORKS
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MOI/AF/SHPW-C | Mol Office Fit-Out 50,000 SHP 1/02/2016 | 14/03/2016 Post
Sub-Total Works: 50,000
Total: 2,291,500
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Annex 4: Economic and Financial Analysis

4. The economic analysis of the AF was performed based on the contribution of the AF to
achieving the PDO of improving safety and security facilities and compliance with international
safety and security standards. The improvements in the maritime and land transport sectors
envisaged under the project are expected to have significant positive impact to the users of
domestic transport in Tonga. Any investments that improve the safety of domestic transport has
substantial benefits in terms of access to markets, education and health services, as well as
facilitating tourism.

5. The economic evaluation of this project focuses on the AF of the Tonga Transport Sector
Consolidation Project (TSCP) in the amount of US$5.0 million. The analysis covers the period of
10 years (2015-2024) based on the AF’s contribution to ensuring port operations in the outer
islands, addressing relevant safety issues, and the reduction of road accidents. Therefore, the
analysis focused on (a) the possible disruption of port operation due to lack of maritime safety,
and (b) the impact of safer roads.

6. It is estimated that the investments in the transport sector with the project will yield an
EIRR of 21 percent and an NPV of US$2.03 million, assuming one percent of households
consumption expenditure is lost due to a lack of boat navigation safety and the project
investments will reduce road accidents by 20 percent. If the loss of expenditure and reduction
in accidents are underestimated, the return on the investment will be higher.

7. A disruption in port operation will negatively affect the flow of goods coming in and
going out as well as the flow of passengers, who will have to embark/disembark at anchor. With
the decreased efficiency, fewer trips would be undertaken. The expected impact would be a
decrease in economic activity, measured by ‘Eua’s household expenditure. Based on national
statistics®, ‘Eua’s household consumption expenditure is about 10.3 percent of the total
household consumption expenditure (which is 86 percent of GDP), half of which is the
consumption of imported goods. With the assumption of one percent GDP growth, ‘Eua’s
household expenditure is estimated to be US$21.7 million in 2015 and growing to US$23.04
million in 2024 as the baseline.

8. Without the project, it is assumed that the port would cease operation by 2019 where the
economic activities will be reducing due to fewer goods and fewer passengers. ‘Eua’s household
consumption expenditure is assumed to decrease by a conservative estimate of two percent.® The
impact on education and health could be quite negative, as air transport cannot fully compensate
for water transport due to capacity and weight restrictions, which will also result in cost
constraint.

® http://www.spc.int/prism/tonga/index.php?option=com_content&view=article&id=60&Itemid=312#household-
expenditure-including-sum-of-household-consumption-expenditure-and-non-consumption-expenditure-etc

® The cessation in operation would largely affect education and health sectors on ‘Eua as many people might not
travel, as planes would not be able to compensate all travels. The household expenditures on Education and
Medical/health alone currently constitutes about 2.4 percent of total household expenditures on ‘Eua.
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9. On road safety, the true cost of road accident for 2015 is estimated to be US$ 4.59
million’ and growing to US$5.02 million in 2024 based on the one percent GDP growth
assumption. It is assumed that the project will reduce road accidents by 20 percent from the
baseline.

10.  The benefit of undertaking the project in 2015 is that: (a) the port will continue its
operation through 2019; and, (b) road accidents will reduce by 20 percent. This yields the EIRR
of 24 percent and the NPV of US$2.91 based on 10 percent discount rate.

11.  Although neither the precise costs associated with a possible lack of port operations
without the project nor how much ‘Eua’s household expenditures and road accidents would be
affected is known, the EIRR variation of these three key factors accounts for different scenarios
which are illustrated in the figure below.

38%

The beginning
36% 1 of port
34% A operation
0 disruption
32% A /
30% - : — (18
-4 l
© 28% A . /’ -~
w aE— .
26% /, et 2019
24% A ” .-".. - = 2020
22% - 4 7 et
7.t
20% - 7. eeeeee 2021
18% —t———+——+—1—+

0% 1% 2% 3% 4% 5% 6%

% of Impact from Port Opeartion Disruption to Export
Value

80%
70%
60%
50%
40%
30%
20%
10%

b

Levels of
impact to
household
consumption
due to port
operation
Disruption

— 1 59,

EIRR

- e 10%

- e 5%

0% v ; : : : : : escese 3%
-10% Q / 10% 20% 30% o
-20%

-30%

% of road accidents reduced

" Based on traffic accident data 2007-2013, and the International Road Assessment Programme (iRAP) study - the
“True Cost of Road Crashes.”
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Annex 5: Lessons Learned from Past Operations in the Country/Sector

1. The project design builds on lessons learned from the existing Bank projects in Tonga, in
particular the lessons already learned from the implementation of TSCP since 2008, TAIP since
2012, and the TCIRCRP since 2014. The key lessons that have been reflected in the project

design are:

(i)

(i)

(iii)

Customary land and involuntary resettlement issues in the Pacific are complex and
require a lengthy resolution process. The project avoids activities with resettlement
implications. No new roads will be financed by the project that extend beyond
existing boundaries.

Complex high-technology computerized systems have a poor track record of
sustainability in the Pacific. Accordingly, the ICT and asset management systems
for MolIT will be “fit for purpose” systems that do not require any specialized
hardware, are easy to operate with basic computer skills and minimal training, do
not require expensive data collection activities to keep up-to-date, are based on
familiar technology (such as spreadsheets) and can be supported locally or
remotely at low cost.

Previous experience has shown that Consultants/Advisors who have worked
closely with the Client have provided the needed technical expertise and advice on
international best practices, and staff within the agencies are generally mentored
through the process. This has been proven to maximize skills while fostering
knowledge transfer that supports a sustainable change process.
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