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TRANCHE AT A GLANCE

1. Basic Data
Project Name

Country
Borrower

R

Sector

4 Water and other urban
infrastructure and
services

3. Strategic Agenda
Inclusive economic
growth (IEG)
Environmentally
sustainable growth
(ESG)

4. Drivers of Change
Governance and
capacity development
(GCD)

5. Poverty Targeting
Project directly targets
poverty
MDG-targeting (TI-M)

6. Risk Categorization:

7. Safeguard Categorization

8. Financing

North Eastern Region Capital Cities Development

Investment Program — Tranche 3
India
India

Subsector(s)
Urban policy, institutional and capacity
development

Urban sanitation
Urban solid waste management
Urban water supply

Subcomponents

Pillar 2: Access to economic opportunities,
including jobs, made more inclusive
Global and regional transboundary
environmental concerns

Urban environmental improvement

Components
Institutional development

Yes

MDG7
Low

Project Number: 35290-043

Department SARD/SAUW

/Division

Executing Agency
Urban Development

Department, Urban

Ministry of Urban Development,

Development and Poverty

Alleviation Dept

ADB Financing ($ million)

Total

Climate Change Information
Adaptation ($ million)

Mitigation ($ million)

CO; reduction (tons per annum)
Climate Change impact on the
Project

Gender Equity and Mainstreaming
Effective gender mainstreaming
(EGM)

Location Impact
Urban

Environment: B Involuntary Resettlement: B Indigenous Peoples: B

Modality and Sources Amount ($ million)
ADB 80.00
Sovereign MFF-Tranche (Loan): Ordinary capital resources 80.00
Cofinancing 0.00
None 0.00
Counterpart 34.00
Government 34.00
Total 114.00
9. Effective Development Cooperation
Use of country procurement systems Yes
Use of country public financial management systems Yes

4.82

5.79
6.77
62.62

80.00

0.20
0.20
18,900
Medium

High

Source: Asian Development Bank

22052015160648151438
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TRANCHE AT A GLANCE

10.

11.

12.

13.

14.

Date of Receipt by ADB of PFR: 26 June 2015 Tranche Number: 3

Country Operations Business Plan

CPS http://www.adb.org/documents/india-country-partnership-strategy-2013-201
7

COBP http://www.adb.org/documents/india-country-operations-business-plan-2016
-2018

Tranche Summary

Tranche 3 will include physical investments in water supply, solid waste and sanitation improvement in Agartala and Aizawl, and
non-physical investments to continue supporting implementation of urban reforms agreed under the North Eastern Region Capital
Cities Development Investment Program (NERCCDIP) in these cities. Two tranches have been approved to date under NERCCDIP
(Projects 1 and 2). All three projects have been sequenced based on the implementation capacity and sector priorities of the
Investment Program cities, and will collectively meet the intended outcomes of NERCCDIP.

Impact and Outcome: The impact will be improved environment and well-being of urban residents in the program cities (defined by
Investment Program). The outcome will be increased access to sustainable and improved urban services in Agartala and Aizawl.

Outputs: (i) water supply infrastructure constructed and rehabilitated, (ii) sanitation infrastructure constructed, (iii) solid waste
management infrastructure constructed and rehabilitated, and (iv) capacity for project implementation and service delivery
improved.

Implementation Arrangements: Ministry of Urban Development, Urban Development Department and Urban Development and
Poverty Alleviation Dept will be the executing agencies.

Project Readiness: Project readiness is advanced. In Aizawl (i) all detailed project reports (DPRs) have been approved and most
packages' bid documents prepared; (ii) 70% of contracts have been tendered, and those remaining will be by 30 December 2015;
and (iii) all environmental clearances have been obtained, with only two NoCs outstanding. In Agartala (i) all DPRs except the
septage management subproject have been approved; (ii) 80% of works contracts have been tendered, and the remaining ones will
be by 30 December 2015; and (iii) all required NoCs have been obtained, with only Consent for Establishment for the WTP and
septage treatment plant outstanding.

Significant Developments in the MFF and Previous Tranches

Implementation progress: As of 9 October 2015, physical progress is estimated at 87% for Project 1 and 45% for Project 2. Project
1 is expected to be completed by April 2016. Project 2 is on track for completion by June 2018 in all states. For non-physical
components, most states are on schedule for the agreed institutional and financial reforms, and have fully staffed State Investment
Program Management and Implementation Units (SIPMIUs) capable of project implementation. The Institutional, Financial,
Regulatory, and Operational Reforms Program (the Reforms Program), agreed under the FFA, includes (i) implementation of the
government's 74th Constitutional Amendment Act (1992) by establishing, strengthening, and decentralizing powers to the urban
local bodies (ULBs) and water and sanitation service providers; and (ii) institutional and financial reforms to increase their revenues
and sustainability. ULBs have been established in the NERCCDIP states, and the states are gradually devolving functions and
powers to them. Mizoram and Tripura are leading in implementing agreed reforms, including shifting to area-based property taxes,
while other states are on track and remain committed to implementing them by program completion.

Performance rating, contract awards, and disbursement: Projects 1 and 2 are rated on track. All contracts were awarded under
Project 1, and 70% were awarded under Project 2. Project 2 has 14 remaining contract packages being tendered, which will be
awarded by the first quarter of 2016. As of 9 October 2015, cumulative disbursement was 71% for Project 1 and 23% for Project 2.
Disbursements have improved under both projects over the last 2 years. In 2014, disbursement was $3.1 million against the target
of $2.06 million for Project 1 and $6.9 million against the target of $4.4 million for Project 2.

Milestones

Estimated Approval Estimated Effectiveness Estimated Completion=

24 November 2015 24 May 2016 22 June 2019

Linked Documents

Required Document | Disclosure Date
(i) Environment IEE - Initial Environment Examination
EARF - Environmental Assessment and Review Framework
Weblink: http://www.adb.org/projects/35290-043/documents 1 July 2015

http.//www.adb.org/projects/documents/ind-nerccdip-t3-aizawl-septage-mgt-bio-dige | 6 July 2015
ster-subproject-apr-2015-draft-iee 6 July 2015

http://www.adb.org/projects/documents/ind-nerccdip-t3-apr-2014-earf
(i) Involuntary resettlement | RP - Resettlement Plan
RF - Resettlement Framework
Weblink: http://www.adb.org/projects/35290-043/documents 21 July 2015
http://www.adb.org/projects/documents/nerccip-t3-apr-2015-rf 23 July 2015
(iii) Indigenous peoples IPPF - Indigeneous Peoples Planning Framework

Weblink: http://www.adb.org/projects/documents/nerccip-t3-apr-2015-ippf | 23 July 2015

a For Tranches, this refers to the financial closing date.

Source: Asian Development Bank 22052015160648151438
This document must only be generated in eOps. Generated Date: 27-Nov-2015 11:07:09 AM
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L. BACKGROUND

1. On 23 June 2009 the Asian Development Bank (ADB) approved the multitranche
financing facility for the North Eastern Region Capital Cities Development Investment Program
(NERCCDIP), or the Investment Program, for an amount not exceeding $200 million.
NERCCDIP supports the Government of India’s strategy to provide sustainable urban
infrastructure and services leading to better quality of life for people in the capitals of five North
Eastern Region (NER) states, namely Agartala (Tripura), Aizawl (Mizoram), Gangtok (Sikkim),
Kohima (Nagaland), and Shillong (Meghalaya).' NERCCDIP physical investments include
improvements to water supply, sanitation (including sewerage), and solid waste management
(SWM) infrastructure, coupled with non-physical investment to support urban governance,
finance, service delivery reforms, capacity building, and program implementation.

2. Two tranches have been approved under NERCCDIP; $30 million (Project 1) was
approved on 1 July 2009 and became effective on 19 November 2009, and $72 million (Project
2) was approved on 16 December 2011 and became effective on 19 February 2013.2 Financial
closing dates are 30 April 2016 for Project 1 and 30 June 2018 for Project 2, and the
multitranche financing facility availability period ends on 22 June 2019. Projects 1 and 2
included subprojects for improvements in (i) water supply in Agartala, Aizawl, Gangtok, and
Kohima; (i) SWM in Gangtok, Kohima, and Shillong; (iii) sewerage in Aizawl and septage
management in Kohima; and (iv) urban governance, financial management, and service delivery
reforms in all five states. Project 3 will include physical investments in water supply, SWM, and
sanitation in Agartala and Aizawl, and non-physical investments to support project
implementation and reforms in these cities. ® Agartala and Aizawl were selected based on their
urban reform progress and implementation performance for projects 1 and 2, following the
agreed NERCCDIP framework financing agreement (FFA). The national executing agency, the
Ministry of Urban Development (MOUD), on behalf of itself and the state executing agencies
(SEAs)—Urban Development Department, Tripura, and Urban Development and Poverty
Alleviation Department, Mizoram—submitted the periodic financing request (PFR) for
NERCCDIP Tranche 3 (Project 3) on 26 June 2015, amounting to $80 million, through the
Department of Economic Affairs in India’s Ministry of Finance (Appendix 5).

Il ASSESSMENT OF IMPLEMENTATION

3. Implementation progress. As of 9 October 2015, physical progress is estimated at 87%
for Project 1 and 45% for Project 2. While Agartala, Aizawl, and Gangtok have completed 100%
of Project 1 works, physical progress in Kohima and Shillong is about 75%. Project 1 is
expected to be completed by April 2016. Progress in Project 2 works varies among the
Investment Program cities, ranging from nearly 65% in Aizawl to 20% in Kohima. Project 2 is on
track for completion by June 2018 in all states. For non-physical components, most states are
on schedule for the agreed institutional and financial reforms, and have fully staffed State
Investment Program Management and Implementation Units (SIPMIUs) capable of project
implementation. The Institutional, Financial, Regulatory, and Operational Reforms Program (the
Reforms Program), agreed under the FFA, includes (i) implementation of the government’s 74"
Constitutional Amendment Act (1992) by establishing, strengthening, and decentralizing powers
to the urban local bodies (ULBs) and water and sanitation service providers; and (ii) institutional

' Referred to as the Investment Program cities and states.

2 Atthe government’s request, $4.5 million was cancelled from Project 1 on 5 September 2012 while $12 million was
cancelled from Project 2 on 11 November 2013.

® The design and monitoring framework for Project 3 is in Appendix 1. Loan Agreement for Project 3 is in Appendix
2. Project Agreements with State of Mizoram and State of Tripura, respectively, are in Appendixes 3 and 4.



and financial reforms to increase their revenues and sustainability. ULBs have been established
in the NERCCDIP states, and the states are gradually devolving functions and powers to them.
All states and ULBs receiving water supply investments have approved volumetric water tariffs,
and are ring-fencing and strengthening their utilities. * All states and ULBs are implementing
double-entry, accrual-based, accounting, and have completed mapping and preparatory steps
on shifting to unit-area-based property taxes. Mizoram and Tripura are leading in implementing
agreed reforms, including shifting to area-based property taxes, while other states are on track
and remain committed to implementing them by program completion.®

4. Performance rating, contract awards, and disbursement. Projects 1 and 2 are rated
on track. All contracts were awarded under Project 1, and 70% were awarded under Project 2.
Project 2 has 14 remaining contract packages being tendered, which will be awarded by the first
quarter of 2016. As of 9 October 2015, cumulative disbursement was 71% for Project 1 and
23% for Project 2. Disbursements have improved under both projects over the last 2 years. In
2014, disbursement was $3.1 million against the target of $2.06 million for Project 1 and $6.9
million against the target of $4.4 million for Project 2.

5. Compliance with loan and project agreements, and Framework Financing
Agreement undertakings. Of Project 1’'s 57 covenants, 52 have been complied with, 3 are
being complied with, and 2 are not yet due. Of Project 2’s 61 covenants, 36 have been complied
with, 23 are being complied with, and 2 are not yet due. Of the 13 FFA undertakings, 8 have
been complied with, 4 are being complied with, and 1 is not yet due. A detailed compliance
review of the covenants and undertakings is in Annex 5 of the PFR.

6. Status of roadmap and policy framework. NERCCDIP was guided by the
government’s 11" Five Year Plan (2007-2012), which aimed to reduce poverty and regional
disparities by ensuring, among others, access to basic physical infrastructure.® NERCCDIP’s
implementation has remained consistent with this roadmap. The government’'s commitment to
develop NER was recently affirmed in its Economic Survey 2014-2015,” which stated the NER
states are expected to benefit significantly from various central government-sponsored grants.
NERCCDIP is also consistent with recent central government schemes in the urban sector,
such as the Swachh Bharat Abhiyan.® In addition, NERCCDIP’s urban reforms support
implementation of the government’s 74" Constitutional Amendment Act, which is an important
focus of the government in urban centers.

7. Lessons learned. For the first three years, implementation of projects 1 and 2 was slow
because of (i) low project readiness arising from delays in detailed design completion, tendering,
and obtaining required clearances; (i) lack of project implementation experience and
inadequate staffing and capacity in the SIPMIUs; and (iii) constrained fund flow due to delays in
fund reimbursement to the states from MOUD and to the SIPMIUs from state finance
departments. Project 3 addresses these by (i) increasing project readiness by completing
detailed design and obtaining clearances, (ii) ensuring SIPMIUs are fully staffed, (iii) ensuring
adequate cash flow in the SIPMIUs through advances from MOUD to the states, and (iv)

* Ring-fencing means that income, expenditure, assets and liabilities of water supply and sanitation services can be
separately identified and managed.

Aizawl was the first NERCCDIP city to fully implement its online area-based property tax collection system, starting
in June 2015. Agartala is expected to implement the same by October 2015.

Government of India, Planning Commission. 2011. Eleventh Five Year Plan, 2007-2012. Delhi.

Government of India, Ministry of Finance, Department of Economic Affairs, Economic Division. 2015. Delhi.
Swachh Bharat Abhiyan is a central government scheme to improve sanitation and SWM across India. Its key
indicators—100% coverage of toilets and 100% collection and scientific treatment of solid waste—are included in
Project 3 and will be achieved.



including loan covenants for timely budgeting and fund flow reimbursement from MOUD to the
states and SIPMIUs.

8. Environment. Due diligence included site visits, desk reviews of monitoring reports, and
discussions with stakeholders. Implementation of environmental safeguards is satisfactory. ADB
reviewed and approved initial environment examinations (IEEs) and environmental
management plans (EMPs), included in bids and contracts and disclosed on ADB websites, and
shared relevant information locally. IEEs for Agartala water supply, Kohima SWM, and septage
management subprojects were updated. No major safeguard issues were identified, and no
major gaps in EMP implementation exist. Grievance redress mechanisms (GRMs) were
established, and no complaints were received. Issues identified during due diligence related to
weak implementation of routine construction impact and safety mitigation measures. Areas for
improvement include: (i) strengthening occupational health and safety measures, particularly for
personal protective equipment, first aid, adequate toileting and bathing facilities for laborers,
movement on the construction sites, and maintenance of accident logs; (ii) improving material
storage and handling, such as covering stockpiles to protect from dust and erosion, safely
disposing of construction wastes, and ensuring disposal in pre-identified locations; and (iii)
posting contact numbers on boards. All no-objection certificates (NoCs) were obtained. Semi-
annual environmental monitoring reports are being submitted and publicly disclosed regularly.

9. Social. Due diligence on social safeguards compliance included site visits, desk reviews
of monitoring reports, and discussions with affected people, SIPMIUs, and consultants. Limited
social safeguard issues were identified in projects 1 and 2, such as acquisition of 11,825 square
meters (m°) of land from one landowner, relocation of one household and impact on one
temporary residential structure for sewerage subproject, negotiated purchase of 1,664.69 m? of
land from 15 landowners, and restriction of land use beneath cable lines for five landowners.
Measures used to prevent income loss and disruption included avoiding footpaths for pipe
excavation, laying pipes in black-topped portion of congested roads, working nights in
congested areas, using pre-cast manholes for sewerage, providing planks for pedestrian access,
and assisting mobile vendors to shift to nearby locations. Semi-annual social safeguards
monitoring reports, including progress on implementing gender action plan, were submitted and
disclosed. GRMs were established, and no major complaints were reported. No issue on
indigenous people has been reported under projects 1 and 2. Recommended improvement
areas include: (i) timely updating of resettlement plan after detailed design completion and
submission to ADB for no objection; (ii) timely recruitment of safeguards officers in SIPMIUs,
preferably supported by qualified safeguards specialists in loan consultants; (iii) timely
submission of semi-annual safeguards monitoring reports for disclosure; (iv) meaningful
consultation with project-affected people and communities; and (v) dissemination of project
GRM and procedures to all affected people and communities. Continuous monitoring by
SIPMIUs on social safeguards compliance during civil works is recommended.

M. PERIODIC FINANCING REQUEST
A. Impact and Outcome
10. The impact will be improved environment and well-being of urban residents in the

program cities (defined by the Investment Program). The outcome will be increased access to
sustainable and improved urban services in Agartala and Aizawl.



B. Outputs

11. The outputs of Project 3 will be (i) water supply infrastructure constructed and
rehabilitated; (ii) sanitation infrastructure constructed; (ii) SWM infrastructure constructed and
rehabilitated; and (iv) capacity for project implementation and service delivery improved.

12. Output details are as follows:

(i) Output 1 (water supply infrastructure constructed and rehabilitated)
includes: for Aizawl, (a) intake and 37 million of liters per day (MLD) water
treatment plant (WTP) constructed; (b) about 20 kilometers (km) of pumping
mains constructed; (c) 9 storage reservoirs (3 MLD) constructed; (d) 4 MLD rain-
water harvesting unit constructed; and (e) about 31 km of feeder mains
constructed; for Agartala, (f) 31 MLD WTP rehabilitated, and (g) 12 deep
tubewells (8 MLD) constructed; for both cities, (h) 30 bulk water meters in
Agartala and 43 in Aizawl installed, and (i) distribution network, about 178 km in
Agartala and 224 km in Aizawl, rehabilitated and expanded.

(i) Output 2 (sanitation infrastructure constructed) includes: (a) 5,290 additional
households provided with decentralized septage management in Aizawl, and (b)
septage treatment plant of 1 MLD capacity constructed in Agartala.

(iii) Output 3 (solid waste management infrastructure constructed and
rehabilitated) includes: for Aizawl, (a) two resource centers, 37 metric ton per
day each, constructed; (b) two vermi compost plants, of 11 tonnes per day (TPD)
capacity, constructed; (c) one mechanical compost plant (50 TPD) constructed;
(d) about 20,000 m? of sanitary landfill constructed, and (e) 54 SWM collection
and compaction vehicles procured; and for Agartala, (f) 151 SWM collection and
compaction vehicles procured.

(iv) Output 4 (capacity for project implementation and service delivery
improved) includes (a) area-based property tax reforms implemented, and the
assessed properties increased to 70% in Project 3 cities; (b) Aizawl Municipal
Council's (AzMC’s) and Agartala Municipal Corporation’s (AMC’s) water and
sanitation divisions ring-fenced and recovering 60%—100% of their operation and
maintenance (O&M) costs; (c) 100% SIPMIUs’ and Investment Program
Coordination Cell staff trained to adequately perform their jobs, covering
construction management, procurement, safeguards, and gender equality; and
(d) a single-window cell established for Aizawl’'s septage management.’

C. Investment and Financing Plans

The Tranche is expected to cost $114 million, and its investment plan is shown in Table

® Single-window cell will be a common platform, established under AzMC’s sanitation division, to receive and
process requests for emptying—and overall O&M of—the city’s septage management system.
The cost estimates have been prepared by ADB consultants and staff, based on information from the SIPMIUs and
MOUD, in particular the Detailed Project Report (DPR) and the draft procurement plan. The cost estimate model
was prepared using Microsoft Excel, is available with the project team and the SIPMIUs.



Table 1: Tranche 3 Investment Plan

($ million)

ltem Amount®

A Base Cost’
1. Water supply infrastructure construction and rehabilitation 79.59
2. Solid waste management infrastructure construction and rehabilitation 8.60
3. Sanitation infrastructure construction 7.36
4. Project implementation and service delivery capacity improvement 6.12
Subtotal (A) 101.67
B. Contingencies® 7.84
C. Financing Charges During Implementation® 4.49
Total (A+B+C) 114.00

Includes taxes and duties of $10.11 million to be financed from government sources and the Asian Development
Bank (ADB) as cash contribution. Exchange rate of Rs61.00 = $1.00 has been applied.

In mid-2015 prices.

Physical contingencies computed at 3.0%. Price contingencies computed at 0.3% to 1.5% on foreign exchange
costs and 6.5% to 7.5% on local currency costs, following ADB-published escalation rates at
http://Inadbg1.asaindevbank.org/erd004p.nsf; includes provision for potential exchange rate fluctuation 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 fixed USD swap rate plus a spread of 50 basis point effective contractual spread. Commitment charges for
the ADB ordinary capital resource loan are 0.15% per year to be charged on the undisbursed loan amount.
Source: Asian Development Bank estimates.

14. On 24 June 2015, the government submitted a PFR requesting a loan of $80 million
from ADB’s ordinary capital resources to help finance Tranche 3. The loan will have a 20-year
term, including a 5-year grace period, an annual interest rate determined following ADB’s
London interbank offered rate-based lending facility, a commitment charge of 0.15% per year,
and such other terms and conditions as set forth in the loan and project agreements. '’ The
financing plan is in Table 2. The ADB loan will partly finance (i) civil works and equipment for
water supply, sanitation, and SWM infrastructure in Agartala and Aizawl; (ii) consulting services;
(iii) capacity building; and (iv) project administration costs. The government has provided ADB
with (i) reasons for its decision to borrow under ADB’s London interbank offered rate-based
lending facility based on the terms and conditions, and (ii) an undertaking that the choice was its
own and not made based on any communication or advice from ADB.

Table 2: Financing Plan

Amount Share of

Source ($ million) Total (%)
Asian Development Bank 80.0 70.00
Government 34.0 30.00
Total 114.0 100.00

Source: Asian Development Bank estimates.

D. Implementation Arrangements

15. The implementation arrangements are summarized in Table 3 and described in detail in
the project administration manual (PAM), which includes the procurement plan (Appendix 6).

" Will follow the straight line method of repayment. The average maturity is 12.75 years, and the maturity premium
payable to ADB is 0.0% per annum.


http://lnadbg1.asaindevbank.org/erd004p.nsf

Table 3: Implementation Arrangements

Aspects Arrangements

Implementation period October 2015 ° to December 2018

Estimated completion date | 22 December 2018
22 June 2019 (loan closing date)

Management

(i) Oversight body IPCC in MOUD and the NSC chaired by the Secretary of MOUD, for
monitoring and overseeing NERCCDIP following the FFA, remain
unchanged and effective.

(i) Executing agencies MOUD (national executing agency); UD&PAD and UDD (state executing
agencies)

(iii) Key implementing SIPMIU Aizawl and SIPMIU Agartala
agencies

(iv) Implementation unit No additional staff will be recruited to support Project 3, as both SIPMIUs
are adequately staffed and existing SIPMIU staff can absorb Project 3.

Procurement ICB None NIL
NCB (Works) 8 contracts $84.29 million
NCB (Goods) 5 contracts $5.39 million
Shopping (Goods) 2 contracts $0.05 million
Consulting services QCBS 439 person-months $2.96 million

Retroactive financing and Advance contracting will be for (i) civil works, (ii) equipment and materials,
advance contracting and (iii) consultancy services; and retroactive financing of the same subject
to a maximum amount equivalent to 20% of the total loan amount.

Disbursement The loan 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.

ADB = Asian Development Bank, FFA = Framework Financing Agreement, ICB = international competitive bidding,
IPCC = Investment Program Coordination Cell, MOUD = Ministry of Urban Development, NCB = national competitive
bidding, NERCCDIP = North Eastern Region Capital Cities Development Investment Program, NSC = national-level
steering committee, QCBS = quality- and cost-based selection, SIPMIU = State Investment Program Management
and Implementation Unit, UD&PAD = Urban Development and Poverty Alleviation Department, Mizoram, UDD =
Urban Development Department, Tripura.

& Tendering of contract packages, under advance action, started from May 2015.

Source: Asian Development Bank estimates.

E. Project Readiness

16. Project readiness is advanced. In Aizawl (i) all detailed project reports (DPRs) have
been approved and most packages’ bid documents prepared; (ii) 70% of contracts have been
tendered, and those remaining will be completed by 30 December 2015; and (iii) all
environmental clearances have been obtained, with only two NoCs outstanding. In Agartala (i)
all DPRs except the septage management subproject have been approved; (ii) 80% of works
contracts have been tendered, and the remaining ones will be by 30 December 2015; and (iii) all
required NoCs have been obtained, with only Consent for Establishment for the WTP and
septage treatment plant outstanding.

F. Advance Contracting and Retroactive Financing

17.  ADB previously approved advance contracting for NERCCDIP projects. On the
government’s request, the executing agencies are proceeding with advance actions to procure
Project 3 civil works, goods, and consulting services. The government has requested retroactive
financing under Project 3. The executing agencies have been advised that ADB’s approval of




advance contracting and retroactive financing does not constitute a commitment to finance the
loan.

Iv. DUE DILIGENCE
A. Technical

18. All proposed Project 3 subprojects follow the subproject selection criteria in Schedule 4
of the FFA. Water supply subprojects, after implementation of projects 1, 2, and 3, will result in
citywide coverage with supply of treated water at 135 liters per capita per day (Ipcd) in Agartala
and Aizawl. Water supply and sanitation subprojects are sequenced, and where sewerage is not
feasible, septage management support will be provided. MOUD reviewed and approved all
DPRs to ensure compliance with the government’s urban policies and technical standards.
Technologies selected are appropriate, assessed on the basis of life cycle cost analysis, and
compatible with local conditions and capabilities."?

B. Economic and Financial

19. Economic analysis. The economic rationale for government intervention is sound,
since NERCCDIP and the individual projects support stronger and more sustainable basic urban
services. The analysis evaluated Project 3’s economic viability at an aggregate level,
individually for water supply, SWM, and septage management subprojects, as well as at the
town level in Agartala and Aizawl. Costs incurred in prior tranches for Agartala and Aizawl were
included in the economic costs. The overall economic internal rate of return is 16.5%. At
subproject level, the economic internal rates of return for Agartala and Aizawl, respectively, are
16.7% and 16.2% in the case of water supply; 13.7% and 19.5% for SWM; and 26.0% and
11.1% for septage management, indicating sufficiently high economic return compared with the
economic opportunity cost of capital of 12.0%. Details are available in the Economic Analysis
(Appendix 8). The result is robust against most downside risks, such as an increase in capital
cost, increase in O&M cost, decrease of benefits, and delay in completion. The expected
quantifiable benefits are (i) value of non-incremental water, (ii) time saved in collecting water,
(iii) incremental piped water, (iv) savings in health expenditure, and (v) increased productivity.
These results are likely underestimated since the subprojects have benefits that are not easily
quantifiable and not accounted for in the analysis, including environmental benefits and increase
in property values.

20. Financial analysis. A financial analysis was conducted following ADB’s Guidelines on
Financial Management and Analysis of Projects, 2005 to ensure Project 3 is sustainable and its
revenue-generating components (water and septage) will generate sufficient revenues to cover
incremental O&M (Appendix 9).' Both the urban local bodies’ (ULBs’) financial projections
demonstrate that, with higher tariffs, increased property tax coverage, and continued revenue
subsidies, the revenue account can remain in surplus. Proposed water tariff revisions will meet
incremental O&M cost in Aizawl and full O&M costs in Agartala. In Aizawl, full O&M costs for
water is not likely to be recovered during Project 3 due to high electricity costs incurred lifting
water from the source to the city.’* A subsidy for O&M of the water supply scheme in Aizawl has
been agreed by the government, and covenanted to ensure adequate budgeting and provision.
Though Project 3 is justified primarily by economic development and financial sustainability, the

2 Life cycle cost analysis of the subprojects assessed and ensured that the systems selected were the least-cost
options for the subproject’s entire design, construction, and operational life.

'3 Septage management charges already cover full cost of O&M.

' No alternative water source exists in Aizawl, hence there is a need to lift water around 1,000 meters to the city.



financial internal rate of return for water supply projects are computed as 0.9% for Agartala and
3.0% for Aizawl' against a weighted average cost of capital of 1.36%, indicating these
subprojects, which account for more than 80.0% of the investments, are financially viable or
require only a marginal capital subsidy.

C. Governance

21. Project-specific governance risks were identified through updated financial management
assessments of the state executing agencies (SEAs), as well as of Agartala Municipal
Corporation and AzMC. These draw lessons learned from projects 1 and 2, and from a financial
management assessment conducted during NERCCDIP preparation. Weaknesses identified
during the assessment were (i) delays in fund release, (ii) manual financial accounting by the
SIPMIUs, and (iii) delays in audit completion and resolution of audit queries by ULBs. Despite
these and initial delays, implementation of projects 1 and 2 is satisfactory, primarily because of
dedicated and strong SIPMIUs. Though the overall pre-mitigation financial management risk
was assessed as moderate—with mitigating measures, experienced SEAs, and implementing
structures in place—financial management arrangements for Project 3 are acceptable. Specific
undertakings to address financial management risks for the overall Investment Program,
included in the FFA, remain relevant for Project 3 and on schedule. The Investment Program
also includes measures to strengthen the ULBs’ institutional and financial structures under its
reform program, and these are on track. Details of these policy requirements and
supplementary measures are described in the PAM of Project 3.

22. ADB explained and discussed its Anticorruption Policy (1998, as amended to date) with
the government and SEAs. The specific policy requirements and supplementary measures are
described in the PAM of Project 3.

D. Poverty, Social, and Gender Dimensions

23. Project 3 is classified as category EGM for gender. Project 3 will be socially inclusive
and gender focused (Appendix 10). Initiatives include (i) subsidized water supply connections
for poor, disadvantaged, and female-headed households;'® (ii) employment opportunities for the
poorest men and women (ragpickers) at Aizawl SWM facilities; and (iii) inclusion of poor
households in the septage management subproject (more than 40%). Community involvement
in the septage management subproject is anticipated to enhance sustainability. The Gender
Action Plan, included in the PAM, focuses on positive impacts on and outcomes for women,
providing targets for consultations with women, training of low-income groups, including women
in plumbing, and employment opportunities for women in project-related construction work and
O&M of facilities. It will also result in health benefits and time savings for women as water
fetchers and caregivers, through increased access to water supply, improved SWM and
sanitation systems, better living conditions, and long-term institutional capacity to promote
inclusive development within project cities. Monitoring and evaluation will generate sex-
disaggregated information to track gender impacts. Project 3’'s gender-focused activities
complement ongoing activities under projects 1 and 2.

'> Reflecting a higher tariff level and willingness to pay in Aizawl.
'® Registrar General & Census Commissioner of India defines a female-headed household as one where a woman
bears the chief responsibility for household maintenance and makes decisions on behalf of the household.



E. Safeguards

24. Environment. Project 3 is classified as category B for environment. All proposed
Project 3 sites in Agartala and Aizawl are not located within or adjacent to eco-sensitive areas.
No significant impacts are anticipated. Five IEEs with EMPs were prepared for all subprojects
following ADB’s Safeguard Policy Statement (2009) (Appendix 11). The environmental
assessment and review framework prepared during project preparation in 2009 was updated to
reflect requirements of the Safeguard Policy Statement (Appendix 11). Any impacts due to
construction and operation will be site-specific, short in duration, not significant, and can be
avoided and/or mitigated through measures identified in the EMPs. The IEEs will be disclosed
to stakeholders and affected people in understandable language and form. The IEEs will form
part of the bidding and contract documents, and will be monitored during implementation. Both
SIPMIUs have demonstrated good capacity in implementation of previous projects. Adequate
consultant support is included and/or continued in Project 3 to promote sufficient environmental
monitoring. EMP implementation reporting to ADB will be done on a semi-annual basis. The
climate risk rating for Project 3 is medium. The SIPMIUs will continue to incorporate adequate
measures in project design, as outlined in PAM, to reduce the risks identified.

25. Social. Project 3 is classified as category B for both involuntary resettlement and
indigenous people. Limited impacts on involuntary resettlement are envisaged. Total land
requirement is assessed at about 195,875 m®."” Project 3 received a voluntary land donation of
21,308 m? and also identified 76,288.5 m? of government land. There are potential livelihood
consequences for 59 ragpickers, which will be mitigated. Two resettlement plans and two due
diligence reports were prepared (Appendix 11). The Resettlement Framework and Indigenous
People Planning Framework, which ensures any unforeseen impacts to indigenous peoples
during NERCCDIP implementation, including Project 3, were updated (Appendix 11). Project 3
will have positive impacts on indigenous peoples; no negative impacts were identified. '®
Because impacts will be positive and indigenous peoples are the majority beneficiaries,
measures for indigenous peoples have been included in the project design and resettlement
plans in lieu of separate indigenous people’s plans. All safeguards documents will be disclosed
to affected people and communities. The progress of resettlement plan finalization,
implementation, and confirmation of due diligence report findings will be reported in semi-annual
social safeguards monitoring reports.

F. Risks and Mitigating Measures

26. Major risks and mitigating measures are summarized in Table 4. Integrated benefits and
impacts from Project 3 are expected to outweigh costs.

' Impacts on involuntary resettlement are in the forms of acquisition or negotiated settlement for privately owned or
leased land, for a total 87,674 m?in Aizawl for water supply and SWM infrastructure from two private land owners
and four governments land lease holders (Periodic Patta). Agartala’s Project 3 water supply facilities, requiring 72
m of land, are proposed within the boundaries of two sites obtained for Project 2 facilities.

& All subproject sites in Agartala were found to be within urban limits, and no indigenous peoples or indigenous
peoples areas were affected. The population of Mizoram comprises 99% Scheduled Tribes and that of Aizawl
comprises 92%, hence Category B for indigenous people impacts is triggered. All subproject sites are within
AzMC’s area, and affected project persons and beneficiaries follow an urban lifestyle.
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Table 4: Summary of Risks and Mitigating Measures

Risks Mitigating Measures

Government's  ability and | Both states and ULBs have already approved water supply tariffs, and
policy to increase tariffs and | are collecting SWM tariffs. Both ULBs are preparing sanitation tariffs,
provide subsidies with consultant support, and have provided firm commitments to
continue implementing all.

High staff turnover in AzMC, | All positions in the two SIPMIUs are now filled, which are adequate to

AMC, and the SIPMIUs handle additional subprojects under Project 3. Both states and ULBs

have provided firm commitments to continue with the current staff.
State fiscal position is MOUD provides loan to the states on the state’s share of finances.
affected by unforeseen Both MOUD and the states have provided firm commitments to transfer
circumstances delaying all funds within 30 days of receipt. These have been covenanted in the
timely release of funds Project 3 loan agreement.

AMC = Agartala Municipal Council, AzMC = Aizawl Municipal Corporation, MOUD = Ministry of Urban
Development, SIPMIU = State Investment Program Management and Implementation Unit, SWM = Solid Waste
Management, ULB = urban local body.

Source: Asian Development Bank.

G. Risk Categorization

27. The risk categorization of the project is low risk, as it fulfills all of the required features.
With reference to OM Section D11/OP para. 6, Project 3 features include (i) a loan amount for a
project not exceeding $200 million, (ii) a sound record of ADB's previous experience in the
sector in the project states, (iii) reasonable executing agencies’ capacity and (iv) safeguard
categorization other than A.

V. ASSURANCES AND CONDITIONS

28. The government and the SEAs have assured ADB that implementation of the project
shall conform to all applicable ADB policies including those concerning anticorruption measures,
safeguards, gender, procurement, consulting services, and disbursement as described in detalil
in the PAM and loan documents.

29. The government and the SEAs have agreed with ADB on certain covenants for the
project, which are set forth in the draft loan and project agreements.

VL. RECOMMENDATION

30. On the basis of the approval of ADB’s Board of Directors for the provision of loans under
the multitranche financing facility in an aggregate principal amount not exceeding $200,000,000
to India for the North Eastern Region Capital Cities Development Investment Program, it is
recommended that the President approve the proposed tranche as described in para. 14 and
such other terms and conditions as are substantially in accordance with those set forth in the
draft loan and project agreements for the proposed tranche.



DESIGN AND MONITORING FRAMEWORK FOR PROJECT 3

Appendix 1

Impact the Program is aligned with:
Improved environment and well-being of urban residents in the program cities (defined by Investment Program).

Project Results Performance Indicators with Targets Data Sources and Risks
Chain and Baselines Reporting'
Outcome By 2020,

Increased access to
sustainable and
improved urban
services in Agartala
and Aizawl

a. Additional 30,000 HHs in Aizawl
and 40,000 HHs in Agartala receive
treated” water for a minimum of 12
hours per day (including FHH)
(2015 baseline: Agartala: 3-4 hours
and Aizawl: 1-2 hours on average)

b. Additional 75,800 HH in Agartala
and 5,290 HH in Aizawl manage
their septage safely®

c. 105,130 HHs in Agartala and
71,700 HHs in Aizawl receive
improved SWM services of 100%
collection and treatment (Aizawl
2015 baseline: collection 80%,
treatment — 0; Agartala 2015
baseline: collection 70%, treatment
-0)

d. O&M cost recovery of water and
sanitation services reaches 100% in
Agartala and 60%* in Aizawl
(2015 baseline: Aizawl - 20%,
Agartala- 5%)

a-d. AzMC and AMC’s

Water and Sanitation

Division’s Annual reports

Government's ability
and policy to
increase tariffs and
provide subsidies.

Outputs

1. Water Supply
Infrastructure
constructed and
rehabilitated

By 2020,

(2015 baseline — 0)

Aizawl and Agartala:

1a. Distribution network, 224 km in
Aizawl and 178 km in Agartala,
constructed/ rehabilitated (15%
women workers in Aizawl)

1b. Bulk water meters- 43 in Aizawl and
30 in Agartala — installed

Aizawl:

1c. Intake and (37 MLD) WTP
constructed

1d. 20.5 km of pumping mains
constructed

1e. 9 storage reservoirs of 2.8 MLD
combined capacity constructed

1f. 1 rain water harvesting unit of 4.1
MLD constructed (15% women
workers)

1a—i. Quarterly Progress

reports from the
Agartala and Aizawl
SIPMIU

High staff turnover
in AzZMC AMC, and
SIPMIUs.

State fiscal
position is affected
by unforeseen
circumstances
causing delays on
timely release of
funds.

A O N =

All data sources and reports will be verified by a third party appointed by the respective state governments.
In accordance with the standards prescribed by the Bureau of Indian Standards code number 10500:2012.
In accordance with the urban services benchmarks of Ministry of Urban Department, Government of India.

Pumping cost of Aizawl’s water supply, including that in Project 3, is very high since water is being pumped over
1000 meters and there are no alternatives. As population grows, more demand measures and other pilots, such as
rainwater harvesting, are implemented. It is expected that by 2030 full cost recovery can be made.
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1g. 31.6 km of feeder mains
constructed

Agartala:

1h. 1 WTP of 31.5 MLD capacity
rehabilitated

1i. 12 deep tube wells of 8.52 MLD
combined capacity constructed

2. Sanitation
infrastructure
constructed

By 2020,

2a. Decentralized septage treatment
systems constructed for 5290 HHs
in Aizawl (including low income
households)

2b. 1 MLD septage treatment plant
constructed in Agartala

2a-b.Quarterly progress

reports from Aizaw! and
Agartala SIPMIUs

3. Solid waste
management
infrastructure
constructed and
rehabilitated

By 2020,

(2015 baseline- 0)

Aizawl:

3a. 2 resource centers (37 MT/day
each) constructed (15% women
workers)

3b. 2 vermi compost plant (11 TPD)
constructed (15% women workers)

3c. 1 mechanical compost plant (50
TPD) constructed

3d. 20,000 m? sanitary landfill
constructed

Aizawl and Agartala:

3e. SWM vehicles procured: 54 for
Aizawl and 151 for Agartala

3a—e. Quarterly progress

reports from Aizaw! and
Agartala SIPMIUs

4. Capacity for
project
implementation and
service delivery
improved

By 2020,

4a. Area-based property tax reforms
implemented, and the assessed
properties increased to a minimum
of 70%, in both cities (2015
baseline: Agartala- 53% Aizawl-
33%)

4b. AzMC and AMC’s water and
sanitation divisions fully ring-
fenced’® (2015 baseline: NA)

4c. 100% SIPMIUs’ and IPCC staff
trained in their respective areas,
such as planning, construction
management, procurement,
safeguards, and gender equality
(2015 baseline: Less than 20%
staff in SIPMIUs and IPCC trained)

4d. A single window cell established for
septage management in AzMC
(30% women workers in the cell)

4a.

4b.

4c.

4d.

AzMC and AMC'’s
annual progress
reports

AzMC and AMC’s
Water and sanitation
division’s annual
reports

Quarterly progress

reports of the two
SIPMIUs

AzMC and AMC’s
annual and quarterly
progress reports

® So that income, expenditure, assets and liabilities of water supply and sanitation can be separately identified and

managed.
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Key Activities with Milestones
Output 1. Water supply infrastructure constructed and rehabilitated
1.1 Based on DPRs, prepare and issue bid documents for the sub-projects of Agartala and Aizawl (Q3 2015)
1.2 Complete evaluation and issue contracts for the subprojects (Q1 2016)
1.3 Start construction and rehabilitation in Agartala and Aizawl (Q1 2016 — Q2 2016)
1.4 Commission project and water supply system operational in Agartala and Aizawl by 2018
Output 2. Sanitation infrastructure constructed
2.1 Based on DPRs, prepare and issue bid documents for the sub-projects of Agartala and Aizawl (Q2 2015)
2.2 Complete evaluation and issue contracts for the subprojects (Q1 2016)
2.3 Start construction and complete delivery of equipment in Agartala and Aizawl (Q1 2016 — Q2 2017)
2.4 Commission project and implement septage management Agartala and Aizawl! by 2018
Output 3. Solid waste management infrastructure constructed and rehabilitated
3.1 Based on DPRs, prepare and issue bid documents for the sub-projects of Agartala and Aizawl! (Q2 2015)
3.2 Complete evaluation and issue contracts for the subprojects (Q4 2015 - Q1 2016)
3.3 Start construction and complete delivery of equipment in Agartala and Aizawl (Q1 2016 — Q2 2017)
3.4 Commission project and implement segregation of waste at source (HH) by 2018
Output 4. Capacity for project implementation and service delivery improved
4.1 Unit Area based property tax implemented (Q4 2015)
4.2 Agreed user charges fully implemented in both Aizawl and Agartala (Q2 2017)
4.3 Ring fencing of water supply services completed (Q1 2018)
4.4 Training programs for SIPMIU and IPCC staff initiated (Q1 2016)

Inputs

ADB: $80,000,000 (OCR loan)
Government: $34,000,000

Source: Asian Development Bank

AMC = Agartala Municipal Corporation; AzMC = Aizawl Municipal Council; DPR = detailed project report; FHH = female headed
household; GE = Gender Equity; G/CD = Governance and Capacity Development; HHs = households; IPPC = Investment
program Coordination Cell; km = kilometer; Ipcd = Litres per capita per day; m?= square meter; MLD = million liters per day; MT =
metric ton; NA = Not applicable, O&M = Operations and Maintenance; Q = Quarter; SIPMIU = State Investment Program
Management and Implementation Unit; SWM = Solid Waste Management; TPD = tonnes per day; WTP = water treatment

plant.
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LOAN AGREEMENT
(Ordinary Operations)

LOAN AGREEMENT dated between INDIA acting by its
President (“Borrower”) and ASIAN DEVELOPMENT BANK (“ADB”).

WHEREAS

(A) by a framework financing agreement dated 14 May 2009 as amended
to date (“FFA”), between the Borrower and ADB, ADB has agreed to provide a multitranche
financing facility to the Borrower for purposes of financing projects under the North Eastern
Region Capital Cities Development Investment Program (“NERCCDIP”);

(B) by a periodic financing request dated 24 June 2015, the Borrower has
applied to ADB for a loan for the purposes of the Project described in Schedule 1 to this Loan
Agreement;

(©) the Project will be carried out by (i) the Borrower's Ministry of Urban
Development or any successor thereto (“MOUD”); (ii) the State of Mizoram (“Mizoram”); and
(iii) the State of Tripura (“Tripura”) and for this purpose the Borrower will make available to
MOUD, Mizoram, and Tripura the proceeds of the Loan provided for herein upon terms and
conditions mutually satisfactory to ADB and the Borrower; and

(D) ADB has agreed to make a loan to the Borrower from ADB's ordinary
capital resources upon the terms and conditions set forth herein and in the Project
Agreements of even date herewith between ADB, MOUD and each State;

NOW THEREFORE the parties hereto agree as follows:

ARTICLE |

Loan Regulations; Definitions

Section 1.01. All the provisions of the Ordinary Operations Loan
Regulations Applicable to LIBOR-Based Loans Made from ADB's Ordinary Capital
Resources, dated 1 July 2001 (“Loan Regulations”), are hereby made applicable to this Loan
Agreement with the same force and effect as if they were fully set forth herein, subject,
however, to the following modifications thereof:

(@) Section 3.03 is deleted and the following is substituted therefor:

Commitment Charge; Credit. (a) The Borrower
shall pay a commitment charge on the unwithdrawn amount of
the Loan at the rate and on the terms specified in the Loan
Agreement.



(b) ADB shall provide to the Borrower a credit at
the rate specified in the Loan Agreement, which credit shall
remain fixed for the term of the Loan. ADB shall apply the
amount of the credit against the interest payable by the
Borrower.

Section 3.06 is deleted and the following is substituted therefor:

(a) Following any announcement by ADB that the
Fixed Spread applicable to new Loans shall be reduced, ADB
shall provide a Rebate to any Borrower with an outstanding
Loan on which a higher Fixed Spread is applicable. The
amount of the Rebate shall be determined by multiplying (i) the
difference between the Fixed Spread applicable to the
outstanding Loan and the Fixed Spread that will be applied to
new Loans (expressed as a percentage per annum), by (ii) the
principal amount of the outstanding Loan on which the
Borrower shall pay interest for all interest periods commencing
on and after the effective date of the lower Fixed Spread that
will be applied to new Loans.

(b) Following any announcement by ADB that its
Funding Cost Margin calculations with respect to any Loan
Currency (or Approved Currency) in any Semester resulted in
ADB achieving savings, ADB shall provide a Rebate to the
Borrower. The amount of the Rebate shall be determined by
multiplying (i) the Funding Cost Margin (expressed as a
percentage per annum) by (ii) the principal amount of the Loan
on which the Borrower shall pay interest for the Interest Period
commencing immediately after the Semester for which the
Funding Cost Margin was calculated. ADB shall apply the
amount of the Rebate against the interest payable by the
Borrower for the Interest Period commencing immediately after
the Semester for which the Funding Cost Margin was
calculated.

Section 3.07 is deleted and the following is substituted therefor:

(a) Following any announcement by ADB that the
Fixed Spread applicable to new Loans shall be increased, any
Borrower with an outstanding Loan on which a lower Fixed
Spread is applicable shall pay ADB a Surcharge. The amount
of the Surcharge shall be determined by multiplying (i) the
difference between the Fixed Spread that will be applied to new
Loans and the Fixed Spread applicable to the outstanding Loan
(expressed as a percentage per annum), by (ii) the principal
amount of the outstanding Loan on which the Borrower shall
pay interest for all interest periods commencing on and after
the effective date of the higher Fixed Spread that will be
applied to new Loans.



(b) Following any announcement by ADB that its
Funding Cost Margin calculations with respect to any Loan
Currency (or Approved Currency) in any Semester resulted in
ADB incurring additional costs, the Borrower shall pay ADB a
Surcharge. The amount of the Surcharge shall be determined
by multiplying (i) the Funding Cost Margin (expressed as a
percentage per annum) by (ii) the principal amount of the Loan
on which the Borrower shall pay interest for the Interest Period
commencing immediately after the Semester for which the
Funding Cost Margin was calculated. ADB shall add the
amount of the Surcharge to the interest payable by the
Borrower for the Interest Period commencing immediately after
the Semester for which the Funding Cost Margin was
calculated.

Section 1.02. Wherever used in this Loan Agreement, the several
terms defined in the Loan Regulations have the respective meanings therein set forth unless
modified herein or the context otherwise requires. Additional terms used in this Loan
Agreement have the following meanings:

(a) “Capital City” or “Capital Cities” refers to each or all of the following
cities: Agartala, in Tripura; and Aizawl, in Mizoram;

(b) “Consulting Guidelines” means ADB’s Guidelines on the Use of
Consultants by Asian Development Bank and its Borrowers (2013, as amended from time to
time);

(c) “Consulting Services” means the services to be financed out of the
proceeds of the Loan as described in paragraph 2 of Schedule 1 to this Loan Agreement;

(d) ‘EARF” means the environmental assessment and review framework
for the Project, including any update thereto, prepared and submitted by the Borrower
through the relevant Project Executing Agency and cleared by ADB;

(e) ‘EMP” means each environmental management plan under the
Project, including any update thereto, incorporated in the IEE;

(f) “Environmental Safeguards” means the principles and requirements
set forth in Chapter V, Appendix 1, and Appendix 4 (as applicable) of the SPS;

(9) “Facility” means the multitranche financing facility provided by ADB to
the Borrower for purposes of financing projects under the Investment Program;

(h) ‘Financing Arrangements” means the arrangements between the
Borrower and the States as per current policy of the Borrower, and acceptable to ADB;

(i) “GAP” means the gender action plan for Project 3;

) “Goods” means equipment and materials to be financed out of the
proceeds of the Loan, including related services such as transportation, insurance,



installation, commissioning, training, and initial maintenance, but excluding Consulting
Services;

(K) “‘HH” means households;

) “I[EE” means each initial environmental examination for the Project,
including any update thereto, prepared and submitted by the Borrower through the relevant
Project Executing Agency pursuant to the requirements set forth in the EARF and cleared by
ADB;

(m) “Indigenous Peoples Safeguards” means the principles and
requirements set forth in Chapter V, Appendix 3, and Appendix 4 (as applicable) of the SPS;

(n) ‘Investment Program” or “Program” refers to the NERCCDIP as
defined below;

(0) ‘Involuntary Resettlement Safeguards” means the principles and
requirements set forth in Chapter V, Appendix 2, and Appendix 4 (as applicable) of the SPS;

(p) “IPCC” means Investment Program Coordination Cell, established
under the first project under NERCCDIP;

() ‘IPEC” means Investment Program Empowered Committee,
established under the first project under NERCCDIP;

(n “IPP” means an indigenous peoples plan for the Project, including any
update thereto, prepared and submitted by the Borrower through the relevant Project
Executing Agency pursuant to the requirements set forth in the IPPF and cleared by ADB;

(s) “IPPF” means the indigenous peoples planning framework for the
Project, including any update thereto, prepared and submitted by the Borrower through the
relevant Project Executing Agency and cleared by ADB;

(t) ‘IPPMS” means Investment Program performance monitoring system
established by IPCC, as described more fully in paragraph 21 of Schedule 5 to this Loan
Agreement;

(u) “km” means kilo meter(s);
(V) “kV” means kilo volt(s);
(w) ‘Loan Disbursement Handbook” means ADB’s Loan Disbursement

Handbook (2015, as amended from time to time);
(x) “MLD” means million liters per day;
(y) “‘MT” means metric tonnes;

(2) “‘NRW” means non-revenue water;



(aa) “NSC” means National Steering Committee, established under the first
project under NERCCDIP;

(bb)  “O&M” means operations and maintenance;

(cc) “PAM” means the Project administration manual dated October 2015
and agreed between the Borrower and ADB, as updated from time to time in accordance with
the respective administrative procedures of the Borrower and ADB;

(dd)  “PFR” means the periodic financing request submitted or to be
submitted by the Borrower, for the purposes of each loan under the Facility, and for the
purpose of this Loan Agreement means the periodic financing request dated 24 June 2015.

(ee)  “Procurement Guidelines” means ADB’s Procurement Guidelines
(2015, as amended from time to time);

(ff) “Procurement Plan” means the procurement plan for the Project as
included in the PAM,and agreed between the Borrower, MOUD, the States, and ADB, as
updated from time to time in accordance with Procurement Guidelines, Consulting
Guidelines, and other arrangements agreed with ADB;

(gg) “Project area” refers to the Capital Cities defined under (a) above;

(hh)  “Project Executing Agencies” for the purposes of, and within the
meaning of the Loan Regulations, means (i) at the national level, MOUD or any successor
thereto acceptable to ADB; and (ii) at the State level, the SEAs, as defined hereunder, or any
successor thereto acceptable to ADB;

(ii) “Project facilities” means the equipment or facilities to be provided
under the Project;

an ‘RF” means the resettlement framework for the Project, including any
update thereto, prepared and submitted by the Borrower through the relevant Project
Executing Agency and cleared by ADB;

(kk)  “RP” means a resettlement plan for the Project, including any update
thereto, prepared and submitted by the Borrower through the relevant Project Executing
Agency pursuant to the requirements set forth in the RF and cleared by ADB;

(1) “RRP” refers to the Report and Recommendations of ADB's President
to ADB's Board for the Facility;

(mm) “Safeguard Policy Statement” or “SPS” means ADB's Safeguard Policy
Statement (2009);

(nn)  “Safeguards Monitoring Report” means each report prepared and
submitted by the Borrower through the relevant Project Executing Agency to ADB that
describes progress with implementation of, and compliance with, the EMP, the RP and the
IPP (as applicable), including any corrective and preventative actions;



(0o) “SEA” or “SEAs” means state-level Executing Agency or Agencies and
refers to any or all of the following: (i) for Mizoram: its Urban Development and Poverty
Alleviation Department; and (ii) for Tripura: its Urban Development Department;

(pp) “SIPMIU” means State Investment Program Management and
Implementation Unit, established under the first project under NERCCDIP;

(qq) “SSC” means State Steering Committee, established under the first
project under NERCCDIP;

(rr) “State” or “States” means any or all of the States of Mizoram and
Tripura of the Borrower;

(ss) “ULB” or “ULBs” refers to any or all urban local body or bodies of a
State, or all States, as the context may require;

(tt) “‘Urban Reform Program” refers to the Urban Institutional, Financial,
Regulatory, and Operational Program agreed between the Borrower, the States, and ADB
and which is included in Appendix 12 to the RRP, in as far as it is applicable to the Project;

(uu)  “Works” means construction or civil works to be financed out of the
proceeds of the Loan, including services such as drilling or mapping, and project related
services that are provided as part of a single responsibility or turnkey contract, but excluding
Consulting Services; and

(vw)  “WTP” means water treatment plant.

ARTICLE I

The Loan

Section 2.01. (a) ADB agrees to lend to the Borrower from ADB's
ordinary capital resources an amount of eighty million Dollars ($80,000,000) as such amount
may be converted from time to time through a Currency Conversion in accordance with the
provisions of Section 2.06 of this Loan Agreement.

(b) The Loan has a principal repayment period of 15 years, and a grace
period as defined in paragraph (c) of this Section.

(c) The term “grace period” as used in paragraph (b) hereinabove means
the period prior to the first Principal Payment Date in accordance with the amortization
schedule set forth in Schedule 2 to this Loan Agreement.



Section 2.02. The Borrower shall pay to ADB interest on the principal
amount of the Loan withdrawn and outstanding from time to time at a rate for each Interest
Period equal to the sum of:

(a) LIBOR; and

(b) 0.60% as provided by Section 3.02 of the Loan Regulations, less a
credit of 0.10% as provided by Section 3.03 of the Loan Regulations.

Section 2.083. The Borrower shall pay a commitment charge of 0.15%
per annum. Such charge shall accrue on the full amount of the Loan (less amounts
withdrawn from time to time), commencing 60 days after the date of this Loan Agreement.

Section 2.04. Interest and other charges on the Loan shall be payable
semiannually on 01 May and 01 November in each year.

Section 2.05. The Borrower shall repay the principal amount of the
Loan withdrawn from the Loan Account in accordance with the provisions of Schedule 2 to
this Loan Agreement.

Section 2.06. (a) The Borrower may at any time request any of
the following Conversions of the terms of the Loan in order to facilitate prudent debt
management:

(i) a change of the Loan Currency of all or any portion of the
principal amount of the Loan, whether withdrawn and
outstanding or unwithdrawn, to an Approved Currency;

(ii) a change of the interest rate basis applicable to all or any
portion of the principal amount of the Loan withdrawn and
outstanding from a Floating Rate to a Fixed Rate, or vice versa;
and

(iii) the setting of limits on the Floating Rate applicable to all or any
portion of the principal amount of the Loan withdrawn and
outstanding by the establishment of an Interest Rate Cap or
Interest Rate Collar on said Floating Rate.

(b) Any conversion requested pursuant to paragraph (a) hereinabove that
is accepted by ADB shall be considered a “Conversion”, as defined in Section 2.01(6) of the

Loan Regulations, and shall be effected in accordance with the provisions of Article V of the
Loan Regulations and the Conversion Guidelines.

ARTICLE lll

Use of Proceeds of the Loan



Section 3.01. (a) The Borrower shall make the proceeds of the
Loan available to MOUD and the States upon terms and conditions mutually agreeable
between ADB and the Borrower and shall cause MOUD and the States to apply such
proceeds to the financing of expenditures on the Project in accordance with the provisions of
this Loan Agreement and the Project Agreements.

(b) Of the Loan proceeds, the Borrower shall provide (i) to MOUD an
amount equivalent to one million one hundred thousand Dollars ($1,100,000); (ii) to Mizoram
an amount equivalent to fifty-eight million three hundred thousand Dollars ($58,300,000); and
(iii) to Tripura an amount equivalent to twenty million six hundred thousand Dollars
($20,600,000). MOUD and the States shall apply the proceeds of the Loan in accordance
with the allocation of Loan proceeds under Schedule 3 to this Loan Agreement.

Section 3.02. The proceeds of the Loan shall be allocated and
withdrawn in accordance with the provisions of Schedule 3 to this Loan Agreement, as such
Schedule may be amended from time to time by agreement between the Borrower and ADB.

Section 3.03. Except as ADB may otherwise agree, the Borrower
shall procure, or cause to be procured, the items of expenditure to be financed out of the
proceeds of the Loan in accordance with the provisions of Schedule 4 to this Loan
Agreement. ADB may refuse to finance a contract where any such item has not been
procured under procedures substantially in accordance with those agreed between the
Borrower and ADB or where the terms and conditions of the contract are not satisfactory to
ADB.

Section 3.04. Except as ADB may otherwise agree, the Borrower
shall cause all Goods, Works and consulting services financed out of the proceeds of the
Loan to be used exclusively in the carrying out of the Project.

Section 3.05. The Loan Closing Date for the purposes of Section 9.02
of the Loan Regulations shall be 22 June 2019 or such other date as may from time to time
be agreed between the Borrower and ADB.

ARTICLE IV

Particular Covenants

Section 4.01. (a) The Borrower shall cause the Project to be
carried out by the Project Executing Agencies with due diligence and efficiency and in
conformity with sound applicable technical, financial, business and urban development
practices.

(b) In the carrying out of the Project and operation of the Project facilities,
the Borrower shall perform, or cause to be performed by the Project Executing Agencies, all
obligations set forth in Schedule 5 to this Loan Agreement.



Section 4.02. The Borrower shall make available, or cause to be
made available by each Project Executing Agency, promptly as needed, the funds, facilities,
services, land and other resources as required, in addition to the proceeds of the proceeds of
the Loan, for the carrying out of the Project.

Section 4.03. The Borrower shall ensure, or cause the States to
ensure, that the activities of its departments and agencies with respect to the carrying out of
the Project and operation of the Project facilities are conducted and coordinated in
accordance with sound administrative policies and procedures.

Section 4.04. The Borrower shall enable ADB’s representatives to
inspect the Project, the Goods and Works, and any relevant records and documents.

Section 4.05. (a) The Borrower shall or shall cause MOUD to (i)
maintain separate accounts and records for the Project; (ii) prepare annual financial
statements for the Project in accordance with accounting principles acceptable to ADB; (iii)
have such financial statements audited annually by independent auditors whose
qualifications, experience and terms of reference are acceptable to ADB, in accordance with
international standards for auditing or the national equivalent acceptable to ADB; (iv) as part
of each such audit, have the auditors prepare a report (which includes the auditors’ opinion
on the financial statements, use of the Loan proceeds and on the use of the procedures for
imprest fund and statement of expenditures) and a management letter (which sets out the
deficiencies in the internal control of the Project that were identified in the course of the audit,
if any); and (v) furnish to ADB, no later than 9 months after the end of each related fiscal
year, copies of such audited financial statements, audit report and management letter, all in
the English language, and such other information concerning these documents and the audit
thereof as ADB shall from time to time reasonably request.

(b) ADB shall disclose the annual audited financial statements for the
Project and the opinion of the auditors on the financial statements within 30 days of the date
of their receipt by posting them on ADB’s website.

Section 4.06. In so far as it relates to the Project, the Borrower shall
take all actions which shall be necessary on its part to enable MOUD and each State to
perform its obligations under each Project Agreement, and shall not take or permit any action
which would interfere with the performance of such obligations.

Section 4.07. (a) In so far as it relates to the Project, the Borrower
shall exercise its rights under the Financing Arrangements in such a manner as to protect the
interests of the Borrower and ADB and to accomplish the purposes of the Loan.

(b) In so far as it relates to the Project, no rights or obligations under the

Financing Arrangements shall be assigned, amended, abrogated or waived without prior
notice to ADB.

ARTICLE V
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Effectiveness

Section 5.01. A date 90 days after the date of this Loan Agreement is
specified for the effectiveness of the Loan Agreement for the purposes of Section 10.04 of
the Loan Regulations.

ARTICLE VI
Miscellaneous
Section 6.01. The Secretary, Additional Secretary, Joint Secretary,
Director, or Deputy Secretary in the Department of Economic Affairs of the Ministry of
Finance of the Borrower is designated as representative of the Borrower for the purposes of

Section 12.02 of the Loan Regulations.

Section 6.02. The following addresses are specified for the purposes
of Section 12.01 of the Loan Regulations:

For the Borrower

The Secretary

Department of Economic Affairs
Ministry of Finance

North Block

New Delhi — 110001

India

Facsimile Numbers:
+91 11 2309-2511.
For ADB

Asian Development Bank
6 ADB Avenue
Mandaluyong City

1550 Metro Manila
Philippines

Facsimile Numbers:

+63 2 636-2444
+63 2 636-2293.
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IN WITNESS WHEREOF the parties hereto, acting through their
representatives thereunto duly authorized, have caused this Loan Agreement to be signed in
their respective names and to be delivered at the principal office of ADB, as of the day and
year first above written.

INDIA

By

[Name and designation]

ASIAN DEVELOPMENT BANK

By

[Name and designation]



1.
services in the

2.

The objective of the Project is to increase sustainable and improved urban

SCHEDULE 1

Description of the Project

Project area.

The Project comprises the following 4 parts:

1.

a.

Water Supply Infrastructure Constructed and Rehabilitated

Aizawl

)
i
i

)
)

o~~~ o~

construction of around intake and around 37 MLD WTP;
construction of around 20 km of pumping mains;
construction of around 9 storage reservoirs;

iv construction of 1 rain water harvesting unit;

V) construction of around 31 km of feeder mains;

Vi) installation of around 43 bulk water meters;

vii)  rehabilitation and expansion of around 224 km of distribution
network; and

(viii)  connection and provision of meter to around 30,000 additional
HH.

Agartala

(i) rehabilitation of around 31 MLD WTP; and

(ii construction and rehabilitation of around 12 deep tubewells;

(iii) installation of around 30 bulk water meters;

(iv) rehabilitation and expansion of around 178 km of distribution

(v)

network; and
connection and metering of around 40,000 additional HH.

Solid Waste Management Infrastructure Constructed and
Rehabilitated

construction of two resource centers;
construction of two vermi compost plant;
construction of one mechanical compost plant;

iv construction of around 20,000 m? sanitary landfill; and

V) provision of around 54 solid waste collection and compaction
vehicles.

Agartala

(i)

provision of around 151 solid waste collection and compaction
vehicles.
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3. Septage Infrastructure Constructed

a. Aizawl

(i)

provision of around 5,290 additional HH with decentralized
septage management using bio-digesters and other
technologies on a pilot scale.

b. Agartala

(i) provision of around five cesspool cleaners.
4, Capacity for Project Implementation and Service Delivery
Improved

support the implementation of area-based property tax reforms
and increase the number of assessed properties to 70% in the
Capital Cities;

support Aizawl Municipal Council’'s and Agartala Municipal
Corporation’s water and sanitation divisions to ring-fence and
recover between 60%-100% of their O&M costs;

provide training to 100% SIPMIUs’ and IPCC’s staff in planning,
construction management, procurement, safeguards, and
gender equality; and

establishment of a single window cell for Aizawl’'s septage
management.

The Project includes Consulting Services in relation to each of the parts.

The Project is expected to be completed by 22 December 2018.
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SCHEDULE 2
Amortization Schedule

(North Eastern Region Capital Cities Development Investment Program — Project 3)

1. The following table sets forth the Principal Payment Dates of the Loan and the
percentage of the total principal amount of the Loan payable on each Principal Payment Date
(Installment Share). If the proceeds of the Loan shall have been fully withdrawn as of the first
Principal Payment Date, the principal amount of the Loan repayable by the Borrower on each
Principal Payment Date shall be determined by ADB by multiplying: (a) the total principal
amount of the Loan withdrawn and outstanding as of the first Principal Payment Date; by
(b) the Installment Share for each Principal Payment Date, such repayment amount to be
adjusted, as necessary, to deduct any amounts referred to in paragraph 4 of this Schedule,
to which a Currency Conversion applies.

Sequence Date Payment Installment Share
Due (Expressed as a %)
1 1 May 2021 3.333333
2 1 November 2021 3.333333
3 1 May 2022 3.333333
4 1 November 2022 3.333333
5 1 May 2023 3.333333
6 1 November 2023 3.333333
7 1 May 2024 3.333333
8 1 November 2024 3.333333
9 1 May 2025 3.333333
10 1 November 2025 3.333333
11 1 May 2026 3.333333
12 1 November 2026 3.333333
13 1 May 2027 3.333333
14 1 November 2027 3.333333
15 1 May 2028 3.333333
16 1 November 2028 3.333333
17 1 May 2029 3.333333
18 1 November 2029 3.333333
19 1 May 2030 3.333333
20 1 November 2030 3.333333
21 1 May 2031 3.333333
22 1 November 2031 3.333333
23 1 May 2032 3.333333
24 1 November 2032 3.333333
25 1 May 2033 3.333333
26 1 November 2033 3.333333
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Sequence Date Payment Installment Share
Due (Expressed as a %)
27 1 May 2034 3.333333
28 1 November 2034 3.333333
29 1 May 2035 3.333333
30 1 November 2035 3.333343
Total 100.000000
2. If the proceeds of the Loan shall not have been fully withdrawn as of the first

Principal Payment Date, the principal amount of the Loan repayable by the Borrower on each
Principal Payment Date shall be determined as follows:

(a) To the extent that any proceeds of the Loan shall have been withdrawn
as of the first Principal Payment Date, the Borrower shall repay the amount withdrawn and
outstanding as of such date in accordance with paragraph 1 of this Schedule.

(b) Any withdrawal made after the first Principal Payment Date shall be
repaid on each Principal Payment Date falling after the date of such withdrawal in amounts
determined by ADB by multiplying the amount of each such withdrawal by a fraction, the
numerator of which shall be the original Installment Share specified in the table in
paragraph 1 of this Schedule for said Principal Payment Date (the Original Installment Share)
and the denominator of which shall be the sum of all remaining Original Installment Shares
for Principal Payment Dates falling on or after such date, such repayment amounts to be
adjusted, as necessary, to deduct any amounts referred to in paragraph 4 of this Schedule,
to which a Currency Conversion applies.

3. Withdrawals made within 2 calendar months prior to any Principal Payment
Date shall, for the purposes solely of calculating the principal amounts payable on any
Principal Payment Date, be treated as withdrawn and outstanding on the second Principal
Payment Date following the date of withdrawal and shall be repayable on each Principal
Payment Date commencing with the second Principal Payment Date following the date of
withdrawal.

4. Notwithstanding the provisions of paragraphs 1 and 2 of this Schedule, upon a
Currency Conversion of all or any portion of the withdrawn principal amount of the Loan to an
Approved Currency, the amount so converted in said Approved Currency that shall be
repayable on any Principal Payment Date occurring during the Conversion Period, shall be
determined by ADB by multiplying such amount in its currency of denomination immediately
prior to said Conversion by either: (i) the exchange rate that reflects the amounts of principal
in said Approved Currency payable by ADB under the Currency Hedge Transaction relating
to said Conversion; or (ii) if ADB so determines in accordance with the Conversion
Guidelines, the exchange rate component of the Screen Rate.

5. If the principal amount of the Loan withdrawn and outstanding from time to
time shall be denominated in more than one Loan Currency, the provisions of this Schedule
shall apply separately to the amount denominated in each Loan Currency, so as to produce a
separate amortization schedule for each such amount.
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SCHEDULE 3
Allocation and Withdrawal of Loan Proceeds
General
1. The table attached to this Schedule sets forth the Categories of Goods, Works,
consulting services and other items to be financed out of the proceeds of the Loan and the
allocation of amounts of the Loan to each such Category (“Table”). (Reference to “Category”

in this Schedule is to a Category or Subcategory of the Table.)

Percentages of ADB Financing

2. Except as ADB may otherwise agree, the items of the Categories listed in the Table
shall be financed out of the proceeds of the Loan on the basis of the percentages set forth in
the Table.

Reallocation

3. Notwithstanding the allocation of Loan proceeds and the withdrawal percentages set
forth in the Table:

(a) if the amount of the Loan allocated to any Category appears to be insufficient
to finance all agreed expenditures in that Category, ADB may, in consultation
with the Borrower and by notice to MOUD and the States, (i) reallocate to
such Category, to the extent required to meet the estimated shortfall, amounts
of the Loan which have been allocated to another Category but, in the opinion
of ADB, are not needed to meet other expenditures, and (i) if such
reallocation cannot fully meet the estimated shortfall, reduce the withdrawal
percentage applicable to such expenditures in order that further withdrawals
under such Category may continue until all expenditures thereunder shall
have been made; and

(b) if the amount of the Loan then allocated to any Category appears to exceed all
agreed expenditures in that Category, ADB may, in consultation with the
Borrower and by notice to MOUD and the States, reallocate such excess
amount to any other Category.

Disbursement Procedures

4. Except as ADB may otherwise agree, the Loan proceeds shall be disbursed in
accordance with the Loan Disbursement Handbook and detailed arrangements agreed upon
between ADB and the Borrower.
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Schedule 3

Retroactive Financing

5. Withdrawals from the Loan Account may be made for reimbursement of reasonable
expenditures incurred under the Project before the Effective Date, but not earlier than 12
months before the date of this Loan Agreement in connection with (i) civil works, (ii)
equipment and materials, and (iii) consultancy services, subject to a maximum amount
equivalent to 20% of the total loan amount.



18

TABLE

Attachment to Schedule 3

ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS
(North Eastern Capital Cities Development Investment Program — Project 3)

CATEGORY ADB FINANCING BASIS
Total Amount
Allocated for ADB Percentage of ADB
Financing Financing from the
Number ltem $ Loan Account
Category
79.0% of total
1 Works and Gioods 74,764,500 expenditure claimed
5 Consulting Services and 86.7% of total
Capacity Building 3,625,500 expenditure claimed
3 Project Management and 1,610,000 10(_)% of total expenditure
Recurrent Costs claimed
Total 80,000,000
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SCHEDULE 4

Procurement of Goods and Works, and Consulting Services

General

1. The procurement of Goods, Works and Consulting Services shall be subject to
and governed by the Procurement Guidelines, and the Consulting Guidelines, respectively.

2. All terms used and not otherwise defined in this Loan Agreement have the
meanings provided in the Procurement Guidelines and/or the Consulting Guidelines, as
applicable.

Goods and Works

3. Except as ADB may otherwise agree, Goods and Works shall only be
procured on the basis of the methods of procurement set forth below:

(a) International Competitive Bidding;
(b) National Competitive Bidding; and
(c) Shopping.

The methods of procurement are subject to, among other things, the detailed arrangements
and threshold values set forth in the Procurement Plan. The Borrower may only modify the
methods of procurement or threshold values with the prior agreement of ADB, and
modifications must be set out in updates to the Procurement Plan.

National Competitive Bidding

4. The Borrower and ADB shall ensure that prior to the commencement of any
procurement activity under national competitive bidding, the Borrower's and the States’
national competitive bidding procedures are consistent with the Procurement Guidelines. Any
modifications or clarifications to such procedures agreed between the Borrower and ADB
shall be set out in the Procurement Plan. Any subsequent change to the agreed
modifications and clarifications shall become effective only after written approval of such
change by the Borrower and ADB.

Conditions for Award of Contract; Commencement of Works

5. The Borrower shall ensure, or cause the relevant Project Executing Agency to
ensure, that (i) no Works contract which involves environmental impacts is awarded until the
relevant Project Executing Agency has incorporated the relevant provisions from the EMP
into the Works contract; and (ii) no commencement of Works is allowed under any Works
contract which involves environmental impacts and requires environmental clearances until
the relevant Project Executing Agency has obtained (a) final approval of the IEE from ADB
and (b) environmental clearance including approval of the environmental assessment report
from the State Environmental Impact Assessment Authority.
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6. The Borrower shall ensure, or cause the relevant Project Executing Agency to
ensure, that no Works contract which involves involuntary resettlement impacts is awarded
until the relevant Project Executing Agency has prepared and submitted to ADB the final RP
based on detailed design, and obtained ADB's clearance of such RP.

7. The Borrower shall ensure, or cause the relevant Project Executing Agency to
ensure, that no Works contract which involves impacts on indigenous peoples is awarded
until the relevant Project Executing Agency has prepared and submitted to ADB the final IPP
and obtained ADB's clearance of such IPP.

Consulting Services

8. Except as ADB may otherwise agree, the Borrower shall cause MOUD and
the States to apply quality- and cost-based selection for selecting and engaging Consulting
Services.

Industrial or Intellectual Property Rights

9. (a) The Borrower, through MOUD and the States, shall ensure that all
Goods and Works procured (including without limitation all computer hardware, software and
systems, whether separately procured or incorporated within other goods and services
procured) do not violate or infringe any industrial property or intellectual property right or
claim of any third party.

(b) The Borrower, through MOUD and the States, shall ensure that all
contracts for the procurement of Goods and Works contain appropriate representations,
warranties and, if appropriate, indemnities from the contractor or supplier with respect to the
matters referred to in subparagraph (a) of this paragraph.

10. The Borrower, through MOUD and the States, shall ensure that all ADB-
financed contracts with consultants contain appropriate representations, warranties and, if
appropriate, indemnities from the consultants to ensure that the consulting services provided
do not violate or infringe any industrial property or intellectual property right or claim of any
third party.

ADB’s Review of Procurement Decisions

11. Contracts procured under international competitive bidding procedures and
contracts for consulting services shall be subject to prior review by ADB, unless otherwise
agreed between the Borrower, the States, and ADB and set forth in the Procurement Plan.
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SCHEDULE 5

Execution of Project; Financial Matters

1. The Borrower and the Project Executing Agencies shall ensure that the Project is
implemented in accordance with the detailed arrangements set forth in the PAM. Any
subsequent change to these documents shall become effective only after approval of such
change by the Borrower and the Project Executing Agencies, and ADB as required. In the event
of any discrepancy between the PAM and this Loan Agreement, the provisions of this Loan
Agreement shall prevail.

Financial and institutional issues

2. The Borrower and the States shall ensure sufficient funds shall be allocated to meet all
O&M costs for all assets created under the Investment Program.

3. MOUD shall ensure that any claims received from any of the States in relation to the
Project, shall be reimbursed within 30 calendar days after receiving such claim.

Procurement

4. The Project Executing Agencies shall announce the Project and business opportunities
associated with the Project on a Project website. The website shall disclose the following
information in relation to goods and services procured for the Project: (a) the list of participating
bidders, (b) the name of the winning bidder, (c) the amount of the contracts awarded, and (d)
the goods and services procured. In accordance with the Procurement Guidelines, the
published information for International Competitive Bidding contracts shall also include the bid
prices as read out at bid opening, the reasons for rejection of unsuccessful bidders, and the
duration of the awarded contract.

Governance and Anticorruption

5. The Borrower shall comply, or shall cause the Project Executing Agencies to comply,
with ADB’s Anticorruption Policy (1998, as amended to date), and (a) shall ensure, and cause
the Project Executing Agencies to ensure, that the anticorruption provisions acceptable to ADB,
the Borrower, the relevant State and the relevant Project Executing Agency are included in all
bidding documents and contracts financed by ADB in connection with the Project, including
provisions specifying the right of ADB to review and examine the records and accounts of the
relevant State and the relevant Project Executing Agency and all contractors, suppliers,
consultants, and other service providers as they relate to the Project, and as included in the
PAM; (b) shall allow and assist ADB’s representatives to carry out random spot checks on the
work in progress and utilization of funds for the Project; (c) acknowledge that ADB reserves the
right to investigate directly or through its agents ay alleged corrupt, fraudulent, collusive or
coercive practice relating to the Project; and (d) cooperate with any such investigation and
extend all necessary assistance for satisfactory completion of such investigation, and as
included in the PAM.

Policy Reforms
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6. Each SEA shall, while ensuring that the requirements under the SPS are fully complied
with, implement all actions specified in the Urban Institutional, Financial, Regulatory, and
Operational Reform Program agreed between the Borrower, the States, and ADB and which is
included in Annex 1 Schedule 6 of the FFA as amended, in as far as it is applicable to the
Project.

Project scope

7. The Borrower and the States shall ensure that in the event there are any changes to the
Project scope as described in Schedule 1 to this Loan Agreement, those changes shall be made
in conformity with the selection criteria as set out in Schedule 4 to the FFA.

Environment

8. The Borrower shall ensure, or cause the Project Executing Agencies to ensure, that the
preparation, design, construction, implementation, operation and decommissioning of the
Project facilities comply with (a) all applicable laws and regulations of the Borrower and the
relevant State relating to environment, health, and safety; (b) the Environmental Safeguards; (c)
the EARF; and (d) all measures and requirements set forth in the respective IEE and EMP, and
any corrective or preventative actions set forth in a Safeguards Monitoring Report.

Land Acquisition and Involuntary Resettlement

9. The Borrower shall ensure, or cause the Project Executing Agencies to ensure, that all
land and all rights-of-way required for the Project, and all Project facilities are made available to
the Works contractor in accordance with the schedule agreed under the related Works contract
and all land acquisition and resettlement activities are implemented in compliance with (a) all
applicable laws and regulations of the Borrower and the relevant State relating to land
acquisition and involuntary resettlement; (b) the Involuntary Resettlement Safeguards; (c) the
RF; and (d) all measures and requirements set forth in the respective RP, and any corrective or
preventative actions set forth in a Safeguards Monitoring Report.

10. Without limiting the application of the Involuntary Resettlement Safeguards, the RF or
any RP, the Borrower shall ensure, or cause the Project Executing Agencies to ensure, that no
physical or economic displacement takes place in connection with the Project until:

(a) compensation and other entittements have been provided to affected people in
accordance with the RP; and

(b) a comprehensive income and livelihood restoration program has been
established in accordance with the RP.

Indigenous Peoples

11. The Borrower shall ensure, or cause the Project Executing Agencies to ensure, that the
preparation, design, construction, implementation and operation of the Project and all Project
facilities comply with (a) all applicable laws and regulations of the Borrower and the relevant
State relating to indigenous peoples; (b) the Indigenous Peoples Safeguards; (c) the IPPF; and
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(d) all measures and requirements set forth in the respective IPP, and any corrective or
preventative actions set forth in a Safeguards Monitoring Report.

Human and Financial Resources to Implement Safequards Requirements

12. The Borrower shall ensure, or cause the Project Executing Agencies to ensure, that all
necessary budgetary and human resources to fully implement the EMP, the RP and the IPP (if
required) are made available. Each Project Executing Agency shall designate at least one
expert to supervise implementation of the EMPs and RPs.

Safequards — Related Provisions in Bidding Documents and Works Contracts

13. The Borrower shall ensure, or cause the Project Executing Agencies to ensure, that all
bidding documents and contracts for Works contain provisions that require contractors to:

(a) comply with the measures and requirements relevant to the contractor set forth in
the IEE, the EMP, the RP and the IPP (to the extent they concern impacts on
affected people during construction), and any corrective or preventative actions
set out in a Safeguards Monitoring Report;

(b) make available a budget for all such environmental and social measures;

(c) provide ADB and the relevant Project Executing Agency with a written notice of
any unanticipated environmental, resettlement or indigenous peoples risks or
impacts that arise during construction, implementation or operation of the Project
that were not considered in the IEE, the EMP, the RP or the IPP;

(d) adequately record the condition of roads, agricultural land and other
infrastructure prior to starting to transport materials and construction; and

(e) fully reinstate pathways, other local infrastructure, and agricultural land to at least
their pre-project condition upon the completion of construction.

Safequards Monitoring and Reporting

14. The Borrower shall cause the Project Executing Agencies to:

(a) submit semiannual Safeguards Monitoring Reports to ADB and disclose relevant
information from such reports to affected persons promptly upon submission;

(b) submit to ADB semi-annual reports on the carrying out of measures set forth in
the EMP, RP and IPP (if required) and any corrective or preventive measures set
forth in a Safeguards Monitoring Report;

(c) if any unanticipated environmental and/or social risks and impacts arise during
construction, implementation or operation of the Project that were not considered
in the IEE, the EMP, the RP or the IPP, promptly inform ADB of the occurrence of
such risks or impacts, with detailed description of the event and proposed
corrective action plan;
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(d) no later than three months from the commencement of Project implementation,
engage qualified and experienced external experts or qualified non-governmental
organizations under a selection process and terms of reference acceptable to
ADB, to verify information produced through the project monitoring process for
resettlement, environment and indigenous peoples (if any), and facilitate the
carrying out of any verification activities by such external experts; and

(e) report any actual or potential breach of compliance with the measures and
requirements set forth in the EMP, the RP or the IPP promptly after becoming
aware of the breach.

Prohibited List of Investments

15. The Borrower shall ensure, or cause the Project Executing Agencies to ensure, that no
proceeds of the Loan are used to finance any activity included in the list of prohibited investment
activities provided in Appendix 5 of the SPS.

Labor Standards

16. The Project Executing Agencies shall ensure that Works contracts under the Project
follow all applicable labor laws of the Borrower and the relevant State and that these further
include provisions to the effect that contractors; (a) carry out HIV/AIDS awareness programs for
labor and disseminate information at worksites on risks of sexually transmitted diseases and
HIV/AIDS as part of health and safety measures for those employed during construction; and (b)
follow and implement all statutory provisions on labor (including not employing or using children
as labor, equal pay for equal work), health, safety, welfare, sanitation, and working conditions.
Such contracts shall also include clauses for termination in case of any breach of the stated
provisions by the contractors.

17. The Borrower shall ensure, or cause the Project Executing Agencies to ensure, that (a)
the GAP is implemented in accordance with its terms; (b) the bidding documents and contracts
include relevant provisions for contractors to comply with the measures set forth in the GAP; (c)
adequate resources are allocated for implementation of the GAP; and (d) progress on
implementation of the GAP, including progress toward achieving key gender outcome and
output targets, are regularly monitored and reported to ADB.

18. (a) The Project Executing Agencies shall ensure that towards smooth
implementation of the Project, grievances if any from stakeholders relating to implementation or
use of funds are addressed effectively and efficiently.

(b) The Borrower shall ensure that each State and Project Executing Agency
complies with all the requirements and obligations on its part as included in this Loan
Agreement and the applicable Project Agreement to meet the objectives of the Project in a
timely and efficient manner.

Construction Supervision, Recording, and Reporting

19. Within 3 months of the Effective Date, each SEA shall have approved a time-bound plan,
with budget allocation, to strengthen construction supervision, recording, and reporting systems
through the use of modern technology. Each SEA shall establish a quality control cell and
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operationalize an internal third party technical audit mechanism. All Works contracts shall
include provisions for third party inspection for quality control.

Project Performance Monitoring and Evaluation

20. IPPMS shall be used to monitor and evaluate each project under the Facility, including
the Project. IPPMS shall include: (i) procedures and data collection and reporting; (ii)
performance indicators for physical infrastructure, capacity development, and program
management support; and (iii) target dates for reaching the performance indicators. Within
6 months of the Effective Date, each State, through its SIPMIU, shall have established baseline
indicators for each target.

Project Review

21. The Borrower, the States, and ADB shall jointly review the Project at least twice a year
and conduct a detailed mid-term review towards the end of the third year of Project
implementation.

Communications and Participation

22. The Project Executing Agencies shall ensure, or cause the Project Executing agencies
to ensure, that the project is undertaken in conformity with the communication strategy as
agreed between ADB, the Borrower and the Project Executing Agencies and referred in the
PAM.

Counterpart Funds

23. The States shall make available the Loan proceeds to the SEAs under appropriate
arrangements acceptable to ADB, and ensure:

(a) sufficient counterpart funds from its budget for each fiscal year, in a timely
manner, are provided for the efficient implementation of the Project; and

(b) adequate funds towards O&M of Project facilities, through budgetary allocations
or other means, are provided in a timely manner to the SEAs, during and after
the Project’s completion.
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PROJECT AGREEMENT

PROJECT AGREEMENT dated between  ASIAN
DEVELOPMENT BANK (“ADB”) on the one hand, and MINISTRY OF URBAN
DEVELOPMENT, acting by the President of India (“MOUD”), and the STATE OF MIZORAM,
acting by its Governor (“State”) on the other hand.

WHEREAS

(A) by a Loan Agreement of even date herewith between India
(“Borrower”) and ADB, ADB has agreed to make to the Borrower a loan of eighty million
Dollars ($80,000,000) on the terms and conditions set forth in the Loan Agreement, but only
on the condition that a portion of the proceeds of the Loan be made available to MOUD and
the State and that MOUD and the State agree to undertake certain obligations towards ADB
as hereinafter set forth; and

(B) MOUD and the State, in consideration of ADB entering into the Loan
Agreement with the Borrower, have agreed to undertake the obligations hereinafter set forth;

NOW THEREFORE the parties hereto agree as follows:

ARTICLE |

Definitions

Section 1.01. Wherever used in this Project Agreement, unless the
context otherwise requires, the several terms defined in the Loan Agreement and in the Loan
Regulations (as so defined) have the respective meanings therein set forth, except that for
purposes of this Project Agreement, the term “the Project” means Part 1.a, Part 2.a, Part 3.a
and Part 4 (in so far as occurring in Aizawl) of the Project, as described in paragraph 2 of
Schedule 1 to the Loan Agreement.

ARTICLE I

Particular Covenants

Section 2.01. (@) MOUD and the State shall carry out the Project
with due diligence and efficiency, and in conformity with sound administrative, financial,
engineering, environmental, governance and urban development practices.

(b) In the carrying out of the Project and operation of the Project facilities,
MOUD and the State shall perform all obligations set forth in the Loan Agreement to the
extent that they are applicable to MOUD and the State.



Section 2.02. MOUD and the State shall make available, promptly as
needed, the funds, facilities, services, equipment, land and other resources which are
required, in addition to the proceeds of the Loan, for the carrying out of the Project.

Section 2.03. (a) In the carrying out of the Project, MOUD and the
State shall employ competent and qualified consultants and contractors, acceptable to ADB,
to an extent and upon terms and conditions mutually satisfactory to ADB and the Borrower.

(b) Except as ADB and the Borrower may otherwise agree, all Goods,
Works and Consulting Services to be financed out of the proceeds of the Loan shall be
procured in accordance with the provisions of Schedule 4 to the Loan Agreement. ADB may
refuse to finance a contract where Goods, Works or consulting services have not been
procured under procedures substantially in accordance with those agreed between the
Borrower and ADB or where the terms and conditions of the contract are not satisfactory to
ADB.

Section 2.04. MOUD and the State shall carry out the Project in
accordance with plans, design standards, specifications, work schedules and construction
methods mutually acceptable to ADB and the Borrower. MOUD and the State shall furnish,
or cause to be furnished, to ADB, promptly after their preparation, such plans, design
standards, specifications and work schedules, and any material modifications subsequently
made therein, in such detail as ADB shall reasonably request.

Section 2.05. (a) MOUD and the State shall take out and maintain
with responsible insurers, or make other arrangements satisfactory to ADB for, insurance of
Project facilities to such extent and against such risks and in such amounts as shall be
consistent with sound practice.

(b) Without limiting the generality of the foregoing, MOUD and the State
undertakes to insure, or cause to be insured, the Goods to be procured including imported
for the Project and to be financed out of the proceeds of the Loan against hazards incident to
the acquisition, transportation and delivery thereof to the place of use or installation, and for
such insurance any indemnity shall be payable in a currency freely usable to replace or
repair such Goods.

Section 2.06. MOUD and the State shall maintain, or cause to be
maintained, records and accounts adequate to identify the Goods, Works and consulting
services and other items of expenditure financed out of the proceeds of the Loan, to disclose
the use thereof in the Project, to record the progress of the Project (including the cost
thereof) and to reflect, in accordance with consistently maintained sound accounting
principles, its operations and financial condition.

Section 2.07. (a) ADB, MOUD, and the State shall cooperate fully
to ensure that the purposes of the Loan will be accomplished.

(b) MOUD and the State shall promptly inform ADB through the Borrower
of any condition which interferes with, or threatens to interfere with, the progress of the
Project, the performance of its obligations under this Project Agreement or the Financing
Arrangements, or the accomplishment of the purposes of the Loan.



(c) ADB, MOUD, and the State, shall from time to time, at the request of
either party, exchange views through their representatives with regard to any matters relating
to the Project, MOUD, the State, and the Loan.

Section 2.08. (a) In so far as it relates to the Project, MOUD and
the State shall furnish to ADB all such reports and information as ADB shall reasonably
request concerning (i) the Loan and the expenditure of the proceeds thereof; (ii) the Goods,
Works and consulting services and other items of expenditure financed out of such proceeds;
(iii)y the Project; (iv) the administration, operations and financial status of the State; and
(v) any other matters relating to the purposes of the Loan.

(b) Without limiting the generality of the foregoing, MOUD and the State
shall furnish to ADB quarterly reports on the execution of the Project and on the operation
and management of the Project facilities. Such reports shall be submitted in such form and in
such detail and within such a period as ADB shall reasonably request, and shall indicate,
among other things, progress made and problems encountered during the quarter under
review, steps taken or proposed to be taken to remedy these problems, and proposed
program of activities and expected progress during the following quarter.

(c) Promptly after physical completion of the Project, but in any event not
later than 3 months thereafter or such later date as ADB may agree for this purpose, MOUD
and the State shall prepare and furnish to ADB a report, in such form and in such detail as
ADB shall reasonably request, on the execution and initial operation of the Project, including
its cost, the performance by MOUD and the State of their respective obligations under this
Project Agreement and the accomplishment of the purposes of the Loan.

Section 2.09. (a) The State shall (i) maintain separate accounts
and records for the Project; (ii) prepare annual financial statements for the Project in
accordance with accounting principles acceptable to ADB; (i) have such financial
statements audited annually by independent auditors whose qualifications, experience and
terms of reference are acceptable to ADB; (iv) as part of each such audit, have the auditors
prepare a report (which includes the auditors’ opinion on the financial statements and use of
the Loan proceeds as well as on the use of statement of expenditures) and a management
letter (which sets out the deficiencies in the internal control of the Project that were identified
in the course of the audit, if any) and (v) furnish to ADB, through MOUD, promptly after their
preparation but in any event not later than 6 months after the close of the fiscal year to which
they relate, certified copies of such audited financial statements, audit report and
management letter, all in the English language and such other information concerning these
documents and the audit thereof as ADB shall from time to time reasonably request.

(b) ADB shall disclose the annual audited financial statements for the
Project and the opinion of the auditors on the financial statements within 30 days of the date
of their receipt by posting them on ADB’s website.

(c) In addition to annual audited financial statements referred to in
subsection (a) hereinabove, the State shall ensure that the relevant ULBs shall (i) provide
their annual financial statements prepared in accordance with national accrual-based
financing reporting standards acceptable to ADB; (ii) have such financial statements audited
annually by independent auditors whose qualifications, experience and terms of reference
are acceptable to ADB, in accordance with international standards for auditing or the national



equivalent acceptable to ADB; and (iii) furnish to ADB, no later than 1 month after approval
by the relevant authority, copies of such audited financial statements in the English language
and such other information concerning these documents and the audit thereof as ADB shall
from time to time reasonably request.

(d) The State shall enable ADB, upon ADB's request, to discuss the
financial statements for the Project and its financial affairs where they relate to the Project
with the auditors appointed by the State pursuant to subsection (a)(iii) hereinabove, and shall
authorize and require any representative of such auditors to participate in any such
discussions requested by ADB. This is provided that such discussions shall be conducted
only in the presence of an authorized officer of the State, unless the State shall otherwise
agree.

Section 2.10. MOUD and the State shall enable ADB's
representatives to inspect the Project, the Goods and Works financed out of the proceeds of
the Loan and any relevant records and documents.

Section 2.11. (a) MOUD and the State shall, promptly as required,
take all action to carry on its operations, and to acquire, maintain and renew all rights,
properties, powers, privileges and franchises which are necessary in the carrying out of the
Project or in the conduct of its business.

(b) In relation to the Project, MOUD and the State shall at all times
conduct their respective operations in accordance with sound technical, financial, business,
development and operational practices, and under the supervision of competent and
experienced management and personnel.

(c) In relation to the Project, MOUD and the State shall at all times
operate and maintain their respective plants, equipment and other property, and from time to
time, promptly as needed, make all necessary repairs and renewals thereof, all in
accordance with sound technical, financial, business, development, operational and
maintenance practices.

Section 2.12. Except as ADB may otherwise agree, in relation to the
Project, MOUD and the State shall not sell, lease or otherwise dispose of any of its assets
which shall be required for the efficient carrying on of its operations or the disposal of which
may prejudice its ability to perform satisfactorily any of its obligations under this Project
Agreement.

Section 2.13. Except as ADB may otherwise agree, in relation to the
Project, MOUD and the State shall apply the proceeds of the Loan to the financing of
expenditures on the Project in accordance with the provisions of the Loan Agreement and
this Project Agreement, and shall ensure that all Goods, Works and consulting services
financed out of such proceeds are used exclusively in the carrying out of the Project.

Section 2.14. Except as ADB may otherwise agree, the State shall
duly perform all its obligations under the Financing Arrangements, and shall not take, or
concur in, any action which would have the effect of assigning, amending, abrogating or
waiving any rights or obligations of the parties under the Financing Arrangements.



Section 2.15. The State shall promptly notify ADB of any proposal to
amend, suspend or repeal any provision of its constitutional documents, which, if
implemented, could adversely affect the carrying out of the Project or the operation of the
Project facilities. The State shall afford ADB an adequate opportunity to comment on such
proposal.

ARTICLE lll

Effective Date; Termination

Section 3.01. This Project Agreement shall come into force and effect
on the date on which the Loan Agreement shall come into force and effect. ADB shall
promptly notify MOUD and the State of such date.

Section 3.02. All the provisions of this Project Agreement shall
continue in full force and effect notwithstanding any cancellation or suspension under the
Loan Agreement.

ARTICLE IV

Miscellaneous

Section 4.01. Any notice or request required or permitted to be given
or made under this Project Agreement and any agreement between the parties contemplated
by this Project Agreement shall be in writing. Such notice or request shall be deemed to have
been duly given or made when it shall be delivered by hand or by mail, telegram, cable,
telex, facsimile or radiogram to the party to which it is required or permitted to be given or
made at its address hereinafter specified, or at such other address as such party shall have
designated by notice to the party giving such notice or making such request. The addresses
so specified are:

For ADB

Asian Development Bank
6 ADB Avenue
Mandaluyong City

1550 Metro Manila
Philippines

Facsimile Numbers:

+63 2 636-2444
+63 2 636-2293.



For MOUD

Secretary

Ministry of Urban Development
Government of India

Maulana Azad Road

Nirman Bhawan

New Delhi - 110011

India

Fascimile Number:
+91 11 2306-1459.
For the State

Principal Secretary/Secretary

Urban Development and Poverty Alleviation Department
Government of Mizoram

New Secretariat Complex

Aizawl- 796001

Mizoram, India

Fascimile Number:

+91 389 233-6466.

Section 4.02. (a) Any action required or permitted to be taken,
and any documents required or permitted to be executed, under this Project Agreement by or
on behalf of (i) MOUD may be taken or executed by its Joint Secretary (UD); and (ii) the
State may be taken or executed by its Principal Secretary, Urban Development and Poverty
Alleviation Department, or by such other person or persons as he/she shall so designate in
writing to ADB.

(b) MOUD and the State shall furnish to ADB sufficient evidence of the
authority of each person who will act under paragraph (a) of this Section, together with the
authenticated specimen signature of each such person.

Section 4.03. No delay in exercising, or omission to exercise, any
right, power or remedy accruing to either party under this Project Agreement upon any
default shall impair any such right, power or remedy or be construed to be a waiver thereof or
an acquiescence in such default; nor shall the action of such party in respect of any default,
or any acquiescence in any default, affect or impair any right, power or remedy of such party
in respect of any other or subsequent default.

IN WITNESS WHEREOF the parties hereto, acting through their
representatives thereunto duly authorized, have caused this Project Agreement to be signed



in their respective names and to be delivered at the principal office of ADB, as of the day and
year first above written.

ASIAN DEVELOPMENT BANK

By

[Name and designation]

MINISTRY OF URBAN DEVELOPMENT

By

[Name and designation]

STATE OF MIZORAM

By

[Name and designation]
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PROJECT AGREEMENT

PROJECT AGREEMENT dated between  ASIAN
DEVELOPMENT BANK (“ADB”) on the one hand, and MINISTRY OF URBAN
DEVELOPMENT, acting by the President of India (“MOUD”), and the STATE OF TRIPURA,
acting by its Governor (“State”) on the other hand.

WHEREAS

(A) by a Loan Agreement of even date herewith between India
(“Borrower”) and ADB, ADB has agreed to make to the Borrower a loan of eighty million
Dollars ($80,000,000) on the terms and conditions set forth in the Loan Agreement, but only
on the condition that a portion of the proceeds of the Loan be made available to MOUD and
the State and that MOUD and the State agree to undertake certain obligations towards ADB
as hereinafter set forth; and

(B) MOUD and the State, in consideration of ADB entering into the Loan
Agreement with the Borrower, have agreed to undertake the obligations hereinafter set forth;

NOW THEREFORE the parties hereto agree as follows:

ARTICLE |

Definitions

Section 1.01. Wherever used in this Project Agreement, unless the
context otherwise requires, the several terms defined in the Loan Agreement and in the Loan
Regulations (as so defined) have the respective meanings therein set forth, except that for
purposes of this Project Agreement, the term “the Project” means Part 1.b, Part 2.b, Part 3.b
and Part 4 (in so far as occurring in Agartala) of the Project, as described in paragraph 2 of
Schedule 1 to the Loan Agreement.

ARTICLE I

Particular Covenants

Section 2.01. (a) MOUD and the State shall carry out the Project
with due diligence and efficiency, and in conformity with sound administrative, financial,
engineering, environmental, governance and urban development practices.

(b) In the carrying out of the Project and operation of the Project facilities,
MOUD and the State shall perform all obligations set forth in the Loan Agreement to the
extent that they are applicable to MOUD and the State.



Section 2.02. MOUD and the State shall make available, promptly as
needed, the funds, facilities, services, equipment, land and other resources which are
required, in addition to the proceeds of the Loan, for the carrying out of the Project.

Section 2.03. (a) In the carrying out of the Project, MOUD and the
State shall employ competent and qualified consultants and contractors, acceptable to ADB,
to an extent and upon terms and conditions mutually satisfactory to ADB and the Borrower.

(b) Except as ADB and the Borrower may otherwise agree, all Goods,
Works and Consulting Services to be financed out of the proceeds of the Loan shall be
procured in accordance with the provisions of Schedule 4 to the Loan Agreement. ADB may
refuse to finance a contract where Goods, Works or consulting services have not been
procured under procedures substantially in accordance with those agreed between the
Borrower and ADB or where the terms and conditions of the contract are not satisfactory to
ADB.

Section 2.04. MOUD and the State shall carry out the Project in
accordance with plans, design standards, specifications, work schedules and construction
methods mutually acceptable to ADB and the Borrower. MOUD and the State shall furnish,
or cause to be furnished, to ADB, promptly after their preparation, such plans, design
standards, specifications and work schedules, and any material modifications subsequently
made therein, in such detail as ADB shall reasonably request.

Section 2.05. (a) MOUD and the State shall take out and maintain
with responsible insurers, or make other arrangements satisfactory to ADB for, insurance of
Project facilities to such extent and against such risks and in such amounts as shall be
consistent with sound practice.

(b) Without limiting the generality of the foregoing, MOUD and the State
undertakes to insure, or cause to be insured, the Goods to be procured including imported
for the Project and to be financed out of the proceeds of the Loan against hazards incident to
the acquisition, transportation and delivery thereof to the place of use or installation, and for
such insurance any indemnity shall be payable in a currency freely usable to replace or
repair such Goods.

Section 2.06. MOUD and the State shall maintain, or cause to be
maintained, records and accounts adequate to identify the Goods, Works and consulting
services and other items of expenditure financed out of the proceeds of the Loan, to disclose
the use thereof in the Project, to record the progress of the Project (including the cost
thereof) and to reflect, in accordance with consistently maintained sound accounting
principles, its operations and financial condition.

Section 2.07. (a) ADB, MOUD, and the State shall cooperate fully
to ensure that the purposes of the Loan will be accomplished.

(b) MOUD and the State shall promptly inform ADB through the Borrower
of any condition which interferes with, or threatens to interfere with, the progress of the
Project, the performance of its obligations under this Project Agreement or the Financing
Arrangements, or the accomplishment of the purposes of the Loan.



(c) ADB, MOUD, and the State, shall from time to time, at the request of
either party, exchange views through their representatives with regard to any matters relating
to the Project, MOUD, the State, and the Loan.

Section 2.08. (a) In so far as it relates to the Project, MOUD and
the State shall furnish to ADB all such reports and information as ADB shall reasonably
request concerning (i) the Loan and the expenditure of the proceeds thereof; (ii) the Goods,
Works and consulting services and other items of expenditure financed out of such proceeds;
(iii)y the Project; (iv) the administration, operations and financial status of the State; and
(v) any other matters relating to the purposes of the Loan.

(b) Without limiting the generality of the foregoing, MOUD and the State
shall furnish to ADB quarterly reports on the execution of the Project and on the operation
and management of the Project facilities. Such reports shall be submitted in such form and in
such detail and within such a period as ADB shall reasonably request, and shall indicate,
among other things, progress made and problems encountered during the quarter under
review, steps taken or proposed to be taken to remedy these problems, and proposed
program of activities and expected progress during the following quarter.

(c) Promptly after physical completion of the Project, but in any event not
later than 3 months thereafter or such later date as ADB may agree for this purpose, MOUD
and the State shall prepare and furnish to ADB a report, in such form and in such detail as
ADB shall reasonably request, on the execution and initial operation of the Project, including
its cost, the performance by MOUD and the State of their respective obligations under this
Project Agreement and the accomplishment of the purposes of the Loan.

Section 2.09. (a) The State shall (i) maintain separate accounts
and records for the Project; (ii) prepare annual financial statements for the Project in
accordance with accounting principles acceptable to ADB; (i) have such financial
statements audited annually by independent auditors whose qualifications, experience and
terms of reference are acceptable to ADB; (iv) as part of each such audit, have the auditors
prepare a report (which includes the auditors’ opinion on the financial statements and use of
the Loan proceeds as well as on the use of statement of expenditures) and a management
letter (which sets out the deficiencies in the internal control of the Project that were identified
in the course of the audit, if any) and (v) furnish to ADB, through MOUD, promptly after their
preparation but in any event not later than 6 months after the close of the fiscal year to which
they relate, certified copies of such audited financial statements, audit report and
management letter, all in the English language and such other information concerning these
documents and the audit thereof as ADB shall from time to time reasonably request.

(b) ADB shall disclose the annual audited financial statements for the
Project and the opinion of the auditors on the financial statements within 30 days of the date
of their receipt by posting them on ADB’s website.

(c) In addition to annual audited financial statements referred to in
subsection (a) hereinabove, the State shall ensure that the relevant ULBs shall (i) provide
their annual financial statements prepared in accordance with national accrual-based
financing reporting standards acceptable to ADB; (ii) have such financial statements audited
annually by independent auditors whose qualifications, experience and terms of reference
are acceptable to ADB, in accordance with international standards for auditing or the national



equivalent acceptable to ADB; and (iii) furnish to ADB, no later than 1 month after approval
by the relevant authority, copies of such audited financial statements in the English language
and such other information concerning these documents and the audit thereof as ADB shall
from time to time reasonably request.

(d) The State shall enable ADB, upon ADB's request, to discuss the
financial statements for the Project and its financial affairs where they relate to the Project
with the auditors appointed by the State pursuant to subsection (a)(iii) hereinabove, and shall
authorize and require any representative of such auditors to participate in any such
discussions requested by ADB. This is provided that such discussions shall be conducted
only in the presence of an authorized officer of the State, unless the State shall otherwise
agree.

Section 2.10. MOUD and the State shall enable ADB's
representatives to inspect the Project, the Goods and Works financed out of the proceeds of
the Loan and any relevant records and documents.

Section 2.11. (a) MOUD and the State shall, promptly as required,
take all action to carry on its operations, and to acquire, maintain and renew all rights,
properties, powers, privileges and franchises which are necessary in the carrying out of the
Project or in the conduct of its business.

(b) In relation to the Project, MOUD and the State shall at all times
conduct their respective operations in accordance with sound technical, financial, business,
development and operational practices, and under the supervision of competent and
experienced management and personnel.

(c) In relation to the Project, MOUD and the State shall at all times
operate and maintain their respective plants, equipment and other property, and from time to
time, promptly as needed, make all necessary repairs and renewals thereof, all in
accordance with sound technical, financial, business, development, operational and
maintenance practices.

Section 2.12. Except as ADB may otherwise agree, in relation to the
Project, MOUD and the State shall not sell, lease or otherwise dispose of any of its assets
which shall be required for the efficient carrying on of its operations or the disposal of which
may prejudice its ability to perform satisfactorily any of its obligations under this Project
Agreement.

Section 2.13. Except as ADB may otherwise agree, in relation to the
Project, MOUD and the State shall apply the proceeds of the Loan to the financing of
expenditures on the Project in accordance with the provisions of the Loan Agreement and
this Project Agreement, and shall ensure that all Goods, Works and consulting services
financed out of such proceeds are used exclusively in the carrying out of the Project.

Section 2.14. Except as ADB may otherwise agree, the State shall
duly perform all its obligations under the Financing Arrangements, and shall not take, or
concur in, any action which would have the effect of assigning, amending, abrogating or
waiving any rights or obligations of the parties under the Financing Arrangements.



Section 2.15. The State shall promptly notify ADB of any proposal to
amend, suspend or repeal any provision of its constitutional documents, which, if
implemented, could adversely affect the carrying out of the Project or the operation of the
Project facilities. The State shall afford ADB an adequate opportunity to comment on such
proposal.

ARTICLE lll

Effective Date; Termination

Section 3.01. This Project Agreement shall come into force and effect
on the date on which the Loan Agreement shall come into force and effect. ADB shall
promptly notify MOUD and the State of such date.

Section 3.02. All the provisions of this Project Agreement shall
continue in full force and effect notwithstanding any cancellation or suspension under the
Loan Agreement.

ARTICLE IV

Miscellaneous

Section 4.01. Any notice or request required or permitted to be given
or made under this Project Agreement and any agreement between the parties contemplated
by this Project Agreement shall be in writing. Such notice or request shall be deemed to have
been duly given or made when it shall be delivered by hand or by mail, telegram, cable,
telex, facsimile or radiogram to the party to which it is required or permitted to be given or
made at its address hereinafter specified, or at such other address as such party shall have
designated by notice to the party giving such notice or making such request. The addresses
so specified are:

For ADB

Asian Development Bank
6 ADB Avenue
Mandaluyong City

1550 Metro Manila
Philippines

Facsimile Numbers:

+63 2 636-2444
+63 2 636-2293.



For MOUD

Secretary

Ministry of Urban Development
Government of India

Maulana Azad Road

Nirman Bhawan

New Delhi - 110011

India

Fascimile Number:
+91 11 2306-1459.
For the State

Principal Secretary/Secretary, Urban Development Department
Government of Tripura

Capital Complex

Agartala — 799006

Tripura, India

Fascimile Number:
+91 381 241-0145.

Section 4.02. (a) Any action required or permitted to be taken,
and any documents required or permitted to be executed, under this Project Agreement by or
on behalf of (i) MOUD may be taken or executed by its Joint Secretary (UD); and (ii) the
State may be taken or executed by its Principal Secretary, Urban Development Department,
or by such other person or persons as he/she shall so designate in writing to ADB.

(b) MOUD and the State shall furnish to ADB sulfficient evidence of the
authority of each person who will act under paragraph (a) of this Section, together with the
authenticated specimen signature of each such person.

Section 4.03. No delay in exercising, or omission to exercise, any
right, power or remedy accruing to either party under this Project Agreement upon any
default shall impair any such right, power or remedy or be construed to be a waiver thereof or
an acquiescence in such default; nor shall the action of such party in respect of any default,
or any acquiescence in any default, affect or impair any right, power or remedy of such party
in respect of any other or subsequent default.



IN WITNESS WHEREOF the parties hereto, acting through their
representatives thereunto duly authorized, have caused this Project Agreement to be signed
in their respective names and to be delivered at the principal office of ADB, as of the day and
year first above written.

ASIAN DEVELOPMENT BANK

By

[Name and designation]

MINISTRY OF URBAN DEVELOPMENT

By

[Name and designation]

STATE OF TRIPURA

By

[Name and designation]



Appendix 5

Ms Sheyphali B. Sharan
Director (ADB.I)

Tel No. 23092494

e-mail: sheyphali.sharan@pnic.in

D. O. No. 5/23/2005-ADB-I June 24, 2015
Dear Mr. Kim,

This has reference to Framework Financing Agreement (FIFA) for the North Eastern
Region Capital Cities Development Investment Programme (NERCCDIP) dated 14" May,
2009 between Asian Development Bank (ADB) and INDIA. Expressions defined in the FFA

shall have the same meanings herein.

2. Pursuant to the provisions of FFA, INDIA requests ADB to process this Period
Financing Request (PER) for tranche 3, in the form of a loan from its Ordinary Capital
Resources (OCR). The proposed financing amounts, terms, conditions and financing plan are
specified in Aﬂachment A hereto. Descriptions of the investment project for which financing is

hereby requested are also set out in Attachment hereto.

Yours sincerely,

7y
AN

[ Sheyphali B. Sharan ]

=/Mn Hun Kim,
Director General,
South Asia Department, Manila
Philippines. D.O.
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FParmod Kumar
Director (UD) SOVEL ‘M\/LI\ T OF Hd
Ph:011-23062195 MIMISTREY OF URBAN DEVEL
e-mail :xirud-mud @uic.in !\HF‘%(\AAN _m/,‘_/\/m

+% fawedl - 110011, WG 20

New Delhi - 110011, Dated the 20

No.K-14011/17/2014-NERUDP (Vol.2)
Dated, the 16" June, 2015

To:  Asian Development Bank
6 ADB Avenue
Mandaluyong City, Metro Manila

ATTENTION: H. Kim, Director General, South Asia Department

Dear Mr. Kim:

RE: North Eastern Region Capital Cities Development investment Program: Periodic
Financing Request # 3

Please refer to the Framework Financing Agreement for North Eastern Region Capital Cities
Development investment Program (the Investment Program) dated 14 May 2009 between Asian
Development Bank (ADB) and India. Expressions defined in the FFA shall have the same
meanings herein.

Pursuant to the provisions of the FFA, INDIA requests ADB to process this Pericdic Financing
Request (PFR) for tranche 3, in the form of a loan from its Ordinary Capital Resources. The
proposed financing amounts, terms, conditions, and financing plan are specified in Attachment
A hereto. Descriptions of the projects for which financing is hereby requested are set out in
Attachments hereto.

INDIA hereby certifies that it is in full compliance with the understanding set out in the FFA.

Yours sincerely

A

(Parmod Kumar

Director (UD)

Ministry of Urban Development
Government of India



To

Shri Ajay S. Singh
Director (ADB-1)

Appendix 5
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GOVERNMENT OF INDIA
© MINISTRY OF URBAN DEVELOPMENT
NIRMAN BHAWAN

oA
A W T fewed - 110011, AN 20

New Delhi- 110011, Dated the 20

No.K-14011/17/2014-NERUDP
Dated 28" May, 2015

ASIAN DEVELOPMENT BANK
INRM
COUNTRY NIRFATOR'S OFFICE

Department of Economic Affairs 23 UL 2015

Ministry of Finance
North Block, New Delhi

RECEIVED

Subject:- ADB assisted NERUDP - Tranche-lll - PFR-3

Draft Periodic Financing Request for Loan-3 under North Eastern
Region Capital Cities Development Investment Programme (NERCCDIP)
is enclosed for further necessary action. The estimated cost of the PFR-3
is $114 million (X 684 crore @ 60/$). The Water Supply, SWM, and

Septage management projects in Aizawl and Agartala have been

proposed to be taken up under Tranche-lll.

Encl : Draft PFR-3

Youqrs faithfully
l o
(Parmod Ktﬁr’)/

Director (UD)
Ph/Fax:23062195



Attachment

Project Description The projects proposed for financing under the requested PFR are:

Cost Estimates and
Financing Plan

Part A: Improved Urban Infrastructure and Services

(i) Water supply distribution network improvement in the central
water zone of Agartala covering rehabilitation and renewal of
the distribution system;

{iiy Water supply distribution network improvement in 38 zones of
Aizawl covering rehabilitation and renewal of the distribution
system and increase in treatment capacity;

(iii) Augmentation of bulk water supply in Aizawl by 37 million litres a
day (MLD) and treatment of the same;

(iv) Implementation of decentralized septage management system

for 6290 HHs;

(v) Septage management improvement in Agartala and Aizawl;

(vi) Sanitary landfill and compost plant development, and purchase of
collection equipment for SWM improvement in Aizawl; and

(viiyPurchase of collection equipment for SWM in Agartala.

Part B: Capacity Building and Investment Program Management
() Consulting support to Aizawl and Agartala state implementing
pregram management units {SIPMIUs} and central-level
executing agency for continuing urban reforms, capacity
building, and project implementation; and

(i) Incremental administration for project implementation.

The Design and Monitoring Framework for this tranche is in Annex 1.

Additional details are in Annex 2.

The total cost of the projects is estimated at $ 114 million, inclusive of
taxes, duties, and interest and other charges on the loan during
construction, The detailed cost estimates and financing plan are in

Annex 3.
Project/ component Counterpart ADB Total
($ m) (§ m) ($ m)

A. Base Costs:
1. Water supply improvement 0.98 56.57 66.56
2. Solid waste management 1.09 8.15 7.24
3. Sanitation improvement 0.92 5.22 6.14
4, Project management, urban 0.33 5.26 5.68
reforms and capacity development

Total Base Cost 12.32 73.20 8552
B. Contingencies 5.50 6.80 12.30
C. Financing Charges 4.68 0.00 4.68
D. Taxes and duties 11.50 0.00 11.50
Total Investment Program Cost 34.00 80.00 114.00




Loan Amount and
Terms

Period of
Loan
Utilization

Advance
Contracting and
Retroactive
Financing

Implementation
Arrangements

Procurement and
Consulting
Services

Confirmation of
Continuing Validity
of and Adherence
to Provisions of
FFA, Previous
Agreements, and
the Design and
Monitoring
Framework

The request is for a loan of $80 million from the OCR of the Asian
Development Bank (ADB) provided under ADB’s Lcndon interbank
offered rate {LIBOR)-based lending facility, with a (25) year term
including a grace period of (5) years, an interest rate determined in
accordance with ADB’s LIBOR-based lending facility, and such other
terms and conditions as agreed in the FFA, and further supplemented
under the Loan and Project Agreements.

The projects are expected to be completed by 22 June 2019. No
disbursements from the loan account will be requested or made later
than 22 June 2018.

Advance contracting is requested for procurement of civil works, goods
and consulting services.

Retroactive financing is requested for the consulting services, civil works
and goods, not exceeding the amount of 20% of the loan amount,
incurred hefare lnan effectiveness, but not earlier than 12 months before
the signing of the legal agreement.

The central executing agency will be the Ministry of Urban Development
(MOUD) in Delhi. The state-level executing agencies will be the Urban
Development & Poverty Alleviation Department (UD&PAD) for Aizaw!
and Urban Development Department (UDD) for Agartala. There is no
change in the proposed implementation structure from what was
proposed in the agreed Facility Administration Manual (FAM) for
NERCCDIP.

Procurement of all goods and services under this project will be carried
out in accordance with ADB’s Procurement Guidelines (2013, as
amended from time to time) and Guidelines on the Use of Consultants
(2013, as amended from fime to time). The procurement plan is attached

as Annex 4.

INDIA confirms that the understandings set out in the FFA and
provisions of previous loan agreements for Tranche 1 and Tranche 2
have been adhered, and remain true to date.

A full report on compliance is attached as Annex 5.

" This should be suitably revised based if the source of funding is ADF or if the loan is in local currency.



Readiness of the
Project for
Implementation

Safeguards

Project readiness for the proposed Project 3 is advanced. For Aizawl (f)
all detailed project reports (DPRs) have been approved and bid
documents for most packages are completed; (i} 60% of works contracts
will be tendered by 30 June 2015, and all remaining contracts will be
tendered by 30 July 2015; (iv) all environmental clearances have been
obtained; (v} only two no-objection certificates (NOCs) are outstanding
and being pursued from Forest and Industry departments of the state
government. For Agartala (i) all DPRs, except for the septage
management subproject, have been approved, (i) 80% of works
contracts will be tendered by 15 May 2015, and the remaining by 30
June 2015, (iii) Consent for Establishment (CfE) for the WTP and
septage treatment plant are outstanding and being pursued at the state's
PCB, and (iv) all NoCs have been obtained. Summaries of DPRs are
attached as Annex 6.

Advance action is expected for 90% of works packages in both states,
and 2 consulting packages in Aizawl.

The following safeguards documents are included:

For Projects 1 and 2: Report on the status of compliance with ADB's
safeguards policies and guidelines for subprojects under Project 1 and
Project 2 (Annex 7},

For Project 3: Safeguards documents for the proposed subprojects

under the project including (Annex 8).

5 Environment: Initial Environmental Examination and updated
Environmental Assessment and Review Framework

o Resettlement: Resettlement Plan and updated Resettlement
Framework

o Indigenous People: N.A.

LG



ANNEX 1: DESIGN AND MONITORING FRAMEWORK — NERCCDIP PROJECT 3

3428

Impacts the Project is aligned with:
Project is aligned with Improved environment and well-being of urban residents in the program cities.

Project Results Chain

Performance Indicators with Targets
and Baselines

Data Sources and
Reporting

Risks

Qutcome

Sustainable and
increased access to
better urban services in
two project cities

By 2020,

a. .0.84 million people in two project
cities receiving a minimum 135 Iped
treated water 24 hours/day. (2015
baseling; Agartala- 70 Ipcd at 4
hours /day and Aizawl 70 Iped at 8
hours/ day).

. AzMC and AMC's

Water Division's
Annual reports

b. Non-revenue water reduced to less
than 20% in both cities
(2015 average —40%)

. AzMC and AMC's

Water Division's
Annual reports

c. 26,000 people treating their septage,
and 354,000 people receiving
services of single-window cell in
AzMC for septage management, in
Aizawl (2015 baseline: 0 and no cell)

. AzMC and AMC's

sanitation division's
annual reports

d. 0.84 million people in both cities

provided with improved SWM
services of 100% collection and
treatment (Aizawi 2015 baseline:
collection 80%, treatment — nil,;
Agartala 2015 baseline: collection
70%, treatment — nil

. AzMC and AMC's

SWS division's
annual reports

e. O&M cost recovery of water and
sanitation services reaches 100% in
Agartala and 60%' in Aizawl
(2015 Dbaseline; Afzawl -
Agartala- 5%

20%,

. reportsina, b, and ¢

Urban services
tariffs not
implemented or
adequately
collected

QOutputs

1. Water Supply
Infrastructure
constructed and
rehabilitated

(2015 baseline — nif)

Aizawl and Agartala:

1a. 30,000 new HHs in Aizaw! and
40,000 new HHs in Agartala
connected with water supply
(including FHH)

1b. Distribution network, 224 km in
Aizawl and 178 km in Agartala,
constructed (15% women workers in
Aizawl}

1c. Bulk water meters- 43 in Aizawl and
30 in Agartala — installed

Aizawl:

1d. Intake and WTP (37 MLD)
constructed

1e. 20.5 km of pumping mains
constructed

1f. 8 storage reservoirs of 2.8 MLD

1a-j. Quarterly Progress

reports from the
Agartala and Aizaw!
SIPMIU

Staff resources
inadequate and
staff frequently
transferred in
AzMC AMC, and
SIPMIUs;

SIPMIUS not
receiving funds
on a timely basis

! Pumping cost of Aizawl!'s water supply, including that in Project 3, is very high since water is being pumped over
1000 metres and there are no alternatives. As population grows, more demand measures and other pilots, such as

rainwater harvesting, are implemented. Itis expected that by 2030 full cost recovery can be made.
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combined capacity constructed

1g. 1 rain water harvesting unit of 4.1
MLD constructed {15% women
workets)

1h., 31.6 km of feeder mains constructed

Agartala:

1i. 1 WTP of 31.5 MLD capacity
rehabilitated

1j. 12 deep tube wells of 8.52 MLD
combined capacity constructed

2. Solid waste

(2015 baseline- nif)
Aizawl:

management 2a. 2 resource centers (37 MT/day 2a—e, Quarterly progress
infrastructure each) constructed (15% women reports from Aizawl
constructed and workers) and Agartala
rehabilitated 2b. 2 vermi compost plant (11 TPD) SIPMIUs
constructed (15% women workers)
2c. 1 mechanical compost plant (50
TPD) constructed
2d. 20,000 m2 sanitary landfill
constructed
Aizawl and Agartala:
2e. SWM vehicles procured, 54 for
Aizawl, and 151 for Agartala
3. Septage {2015 Aizaw! 2015 baseline: 0; Agartala
management baseline; 30%)
infrastructure Ja. 5230 HHs provided with 3a-c.Quarterly progress
constructed decentralized septage management reports from Aizawl
in Aizawl (including low income and Agartala
households} SIPMIUs
3b, 5 cesspoo! cleaners procured in
Agartala
3c. 1 MLD septage treatment plant
consfructed in Agartala
4. Project 4a. Area-based property tax reforms 4a. AzMC and AMC's
implementation and implemented in both cities and their annual progress
service delivery tax revenue increased to 70% (2015 reports
capacity improved baseline: Agartala- 65%, Alzawl- nil )
4b. AzMC and AMC's water and 4h. AzMC and AMC's
sanitation divisions fully ring-fenced Water and
{2015 baseline: NA) sanitation division’s
annual reports
4¢c. 100% SIPMIUs' and IPCC staff 4¢. Quarterly progress

trained in their respective areas,
such as planning, construction
management, procurement,
safeguards, and gender equality
{2015 baseline: SIPMIUs and {PCC
not fully staffed and less than 20%
trained)

4d. A single window cell established for
Septage Management in AzMC
(30% women workers in the cell)

4e. Project implemented within time and
budget.

4d.

4e.

reports of the two
SIPMIUs

AzMC and AMC's
annual and
quarterly progress
reports

Quarterly progress
reports of the two
SIPMIUs
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Key Activities with Milestones
Output 1, Water supply infrastructure constructed and rehabilitated
2.1 Based on DFRs, prepare and lssue bld documents for lhe sul-projects of Agartala and Alzawl (Q2 2015)
2.2 Complete evaluation and issue contracts for the subprojects (Q1 2016)
2.3 Start construction and rehabilitation in Agartala and Aizawl (Q1 2016 — Q2 2018)
2.4 Commission project and water supply system operational in Agartala and Aizawt by 2018
QOutput 2. Sclid waste management infrastructure constructed and rehabilitated
3.1 Based on DPRs, prepare and issue bid documents for the sub-projects of Agartala and Aizawl (Q2 2015)
3.2 Complete evaluation and issue contracts for the subprojects (Q4 2015 - 1 2016)
3.3 Start construction and complete delivery of equipment in Agartala and Aizawl (Q1 2016 — Q2 2017)
3.4 Commission project and implement segregation of waste at source (HH) by 2018
Output 3. Sanitation infrastructure constructed
4.1 Based on DPRs, prepare and issue bid documents for the sub-projects of Agartala and Atzawl (Q2 2015)

4.2 Complete evaluation and issue contracts for the subprojects (Q1 2016)
4.3 Start construction and complete delivery of equipment in Agartala and Aizawl (11 2016 — Q2 2017)
4.4 Commission project and implement septage management Agartala and Aizawl by 2018

Output 4, Project cities’ financial management, project implementation and sustainable service delivery

capacity improved

1.1 Unit Area based Property Tax Implemented (14 2015)

1.2 User charges fully recovering operational cost {Qi2 2017}
1.3 Ring fencing of water supply services completed (Q1 2018)
1.4 Training of all SIPMIU and IPCC staff completed (Q3 2016)

Inputs

ADB: $80,000,000 {CCR loan)
Government: $34,240,000




ANNEX 2: DETAILED PROJECT DESCRIPTION

1. Investment Program

1. On 23 June 2009 the Asian Development Bank (ADB) approved the Multitranche
Financing Facility (MFF) for the North Eastern Region Capital Cities Development
Investment Program (NERCCDIP or the Investment Program) for an aggregate amount not
exceeding $200 million. The NERCCDIP supports the government's strategy to provide
sustainable urban infrastructure and services leading to better quality of life for people in the
capital cities of five states in the North Eastern region (NER) of India, namely Agartala
(Tripura), Aizawl (Mizoram), Gangtok (Sikkim), Kohima (Nagaland), and Shillong
(Meghalaya), referred to as the Investment Program cities. The NER of India, where the five
Investment Program states are located, is one of India’s least-developed regions. It is
remote, landlocked, and far from the markets in the mainland. Physical investments under
NERCCDIP include improvements to water supply, sanitation including sewerage, and solid
waste management infrastructure, coupled with non-physical investment to support urban
governance, finance, service delivery reforms, capacity building and Investment Program
implementation.

2, Projects 1 and 2, supported by tranches 1 and 2 of the NERCCDIP, included
subprojects for improvements in (i) water supply in Agartala, Aizawl, Gangtok and Kohima,
(ii} solid waste management (SWM) in Gangtok, Shillong, Kohima, and (jii) sewerage in
Aizawl and septage management in Kohima; and supported improvements in urban
governance, financial management and service delivery reforms in all five states. Project 3,
supported by the proposed tranche 3 of NERCCDIP, will include physical investments in
water supply, solid waste and sanitation improvement in Agartala and Aizawl, and non-
physical investments to continue supporting program implementation and urban reforms in
these cities.

3 All three projects have been sequenced based on the implementation capacity and
sector priorities of the Investment Program cities, and will collectively meet the intended
outcomes of NERCCDIP. Aizawl and Agartala were selected for financing under Project 3
based on their progress on urban reforms and implementation performance of Projects 1
and 2, in accordance with the agreed framework financing framework (FFA) for NERCCDIP.,

2. Detailed Description of Project 3
4, The detailed description and outputs from Project 3 is as follows:
Part A: Improved Urban Infrastructure and Services

A1.  Water Supply

5. The water supply subproject in Agartala will include rehabilitation and renewal of the
water supply distribution network in the city's central water zone'. In detail, the works under
this subproject will include (i) rehabilitation of water treatment plant with 31.5 million of liters
per day (MLD) capacity; and (ii) construction and rehabilitation of 12 deep tube wells, with
8.52 MLD combined capacity; (iii) installation of 30 bulk water meters; (iv) rehabilitation and
expansion of 178 km of distribution network; and (v) connection and metering of 40,000

additional households (HH).

' Works in the South Zone of Agartala was included in Project 2, while works in the North Zone was completed
under a government funded scheme. With Preject 3, renewal and rehabilitation of the entire city's water supply
system in Agarlala will be completed to enable supply of 135 liters per capita per day to population of Agartala
on a 24*7 basis.

b D



6. The Aizawl water supply sub project will include augmentation of water supply source
augmentation and rehabilitation of water supply network in the remaining parts of the city - in
addition to what was covered under Projects 1 and 2 — to ensure that all residents in Aizawl
can receive a water supply of 135 liters per capita per day on a 24*7 basis. In detail it will
include the following: (i) augmentation of water source and construction of 37 (MLD) water
treatment plant; (ii) construction of 20.5 km of pumping mains; (iii} construction of nine {2.8
MLD combined capacity) storage reservoirs; (iv) construction of one (4.1 MLD) rain water
harvesting unit; (v) construction of 31.6 km of feeder mains; (vi) installation of 43 bulk water
meters; (vi} rehabilitation and expansion of 224 km of distribution network; and (vii)
connection and metering of 30,000 HH.

A2. Solid Waste Management

7. Solid waste management subprojects in Agartala will include procurement of 151
solid waste collection and compaction vehicles procured.

8. Solid waste management subprojects in Aizawl will include: {i) construction of two
resource centers (37 metric ton /day each); (i) construction of two vermi compost plants (11
tonnes per day (TPD); (iii) construction of one mechanical compost plant (50 TPD); {iv)
construction of a 20,000 m* sanitary landfill, and (v) procurement of 54 solid waste collection
and compaction vehicles.

A3. Septage Management

9. Septage management sub-projects consist of improving septage management
system for improved sanitation in both Aizawl and Agartala. The following sub-projects are
proposed: (i} provision of decentralized septage management to 5,290 additional HH in
Aizawl; (ii) procurement of five cesspool cleaners in Agartala; and (iii) construction of one
MLD septage treatment plant in Agartala.

Part B: Capacity Building and Investment Program Management

10. The project will continue to provide support to Aizawl and Agartala through : (i)
implementation of area-based property tax reforms in Project 3 cities and increase in
number of assessed properties to 70%; (i) ring-fencing of Aizawl Municipal Council's and
Agartala Municipal Corporation’s water and sanitation divisions and recovering between
60%-100% of their operations and maintenance costs; (iii) training of 100% SIPMIUs’ and
Investment Program Coordination Cell staff to adequately perform their jobs, such as
planning, construction management, procurement, safeguards, and gender equality; (iv)
establishing a single-window cell (SWC)? for Aizawl's septage management, and (v)
implementation of project within time and budget.

11. The project will also provide incremental administration support to the state executing
agencies and the national executing agency of the Investment Program.

? Single-window cell (SWC) wili be a common platform, to be established under AzMC'’s sanitation division, to
receive and process requests for emptying, and overall operations and maintenance, of the septage

management system in the city,



ANNEX 3: DETAILED COST ESTIMATES

1. Project 3 is expected to cost $ 114 million. Project 3 investment plan is given below’
(Table 1). Detailed cost estimates by expenditure category and by financier are included in the
project administration manual (PAM) for Project 3 (Appendix 3).

Table 1: Project 3 Investment Plan ($ million)

Item Amount ®
A Base Cost "’

1. Water supply infrastructure construction and rehabilitation 75.87

2. Solid waste management infrastructure construction and rehabilitation 8.23

3. Sanitation infrastructure construction 6.98

4. Project implementation and service delivery capacity improvement 6.14

Subtotal (A) 97.02

B. Contingencies® 12.30

C. Financing Charges During Implementation” 4.68

Total (A+B+C) 114.00

? Includes taxes and duties of $11.5¢ million to be financed from government sources. Exchange rate of INR 61 = §

1.0G has been applied.

® In mid-2015 prices.

® Physical contingencies computed at 10% for civil works and equipment and 5% for consultancy. Price
contingencies compuied at 0.3% to 1.5% on foreign exchange costs and 6.5% to 7.5% on local currency costs in

line with escalation rates published by ADB at http:/inadbgi.asaindevbank. org/erd004p.nsf ; includes provision
for potential exchange rate fluctuation under the assumption of a purchasing power parity exchange rate.

? Includes interest and commitment charges. Interest during construction for ADB toan has been computed at the 5-
year forward London interbank offered rate plus a spread of 0.6%. Commilment charges for the ADB OCR loan
are 0.15% per year to be charged on the undisbursed loan amount.

Source: Asian Development Bank Estimates

2. The government submitted a PFRon - May 2015, requesting a loan of $ 80 million
from ADB's ordinary capital resources to help finance the project. The loan will have a 25-year
term, including a grace period of 5 years, will follow the straight line method of repayment, will
have an annual interest rate determined in accordance with ADB’s London interbank offered
rate (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 average maturity is
15.25 years and the maturity premium payable to ADB is 0.1% per annum. The loan from ADB
will finance (i) civil works and equipment for the water supply and sanitation and solid waste
infrastructure in Agartala and Aizawl; (i) consulting services; (i} capacity building; and (iv)
project administration costs The Gol will provide § 34 million equivalent to cover (i) resettlement
costs (ii) taxes and duties; and (iii) interest during construction. The Gol will provide the loan
proceeds and counterpart funds to the states through budgetary allocations. Under the policies
of Gol, the states wili receive 90% of the project costs as a grant as the states are special
category states. Gol will assume the foreign exchange risk. Gol has provided ADB with (i) the
reasons for its decision to borrow under ADB’'s LIBOR-based lending facility based on these
terms and conditions, and (i) an undertaking that these choices were its own independent
decision and not made in reliance on any communication or advice from ADB. The financing
plan for Project 3 is given in Table 2 below.

' The cost estimates have been prepared by ADB consultants and staff, based on information provided by the
respective SIPMIUs and MoUD, in particular the Detailed Project Report (DPR) and the draft procurement plan.
The cost estimate mede! has been prepared using Micrasoft Excel, is available with the project team and the

SIPMIUs and is stored [E-ops link]

AP



Table 2: Project 3 Financing Plan

Amount Share of

Source ($ million} Total (%)
Asian Development Bank B0.O 70.00
Government 34.0 30.00
Total 114.0 100.00

Source: Asian Develepment Bank estimates

HE



ANNEX 4: DRAFT PROCUREMENT PLAN FOR PROJECT 3

Basic Data
Project Name: North Eastern Region Capital Cities Development Investment Pregram — Project 3
Project Number:35290-043 Apgproval Number: LXXXX Not yet available
Country: INDIA Executing Agency:;

The Ministry of Urban Development

The Urban Development Department of Tripura
The Urban Development and Poverty
Alleviation Department for Mizoram

Project Procurement Classification: B implementing Agency: State Investment

Procurement Risk: Low Program Management and Implementation
Units (SIPMIUs): (i) Mizoram (ii)Tripura

Project Financing Amount: US$80 million Project Closing Date: 22 June 2019

ADB Financing:US$80 million
Cofinancing (ADB Administered):N/A
Non-ADB Financing: N/A

Date of First Procurement Plan: 27 April 2015 Date of this Procurement Plan: ___ May 2015
A. Process Thresholds, Review, and 18-Month Procurement Plan
1. Program Procurement Thresholds
1. Except as ADB may otherwise agree, the following process thresholds shall apply to procurement of

goods and works, and engagement of consulting services.

Procurement of Goods and Works
Method Threshold Comments
International Competitive Bidding (1CB) for Works | $40,000,000 Prior Review
International Competitive Bidding for Goods $3,000,000 Prior Review
National Competitive Bidding (NCB) for Works Beneath that stated for ICB, | Post Review, 1% set of
Works NCB documents to be
Natianal Competitive Bidding for Goods® Beneath that stated for ICB, | reviewed by ADB pricr fo
Goods tendering of each type
Shopping for Works $100,000 and helow Post Review
Shapping for Goods $100.000 and below Post Review
[ Consulting Services
! Method Comments

Quality and Cost Based Selection {QCBS)
Quality Based Selection

Consultants’ Qualifications Selection Prior Review
Least-Cost Selection
Fixed Budget Selection

2, Goods and Works Contracts Estimated to Cost $1 Million or More

2. The following table lists goods and works contracts for which the procurement activity is either
ongoing or expected to commence within the next 18 months.



Estimated

Review

Advertisement

Pa:‘?ge General Description s Vailllll_e Pron::{ﬁg:jent ng;st ng:éﬂ?e? Dattra{Award{qua Comments®
{3, million} (Sample}] erfyear)
Water Supply
{Aizawl)

AlZxx Feeder main & 29.20 NCB Prior 152E May-16/Dec-15 | PoB: NBD:
distribution network Small Works

AlZxx Construction of water 2.1 NCB Prior 152E Jun-15/Jan-16 | PoB: NBD:
reservoirs with allied Small Works
services, and
rainwater harvesting

Al 37 MLD Water 23.98 NCB Prior 182E July-15/Mar-15 | PoB: NBD:
Supply Augmentation Small Works
& WTP

Water Supply
{Agartala)

AGTAWS! | Augmentation and 18.32 NCB Prior 182E May-15/Dec-15 | PoB:. NBD:
NCB/15/01] Rehabilitation of Works

WSS of Agartala

(CZ) Tripura

Solid Waste

Management

(Aizawl}

AlZxx Procurement of 1.04 NCB Prior 182E July-15/Jan-16 | PoB: NBD:
Vehicle for Goods
transportation of
Waste

Al 1. Vermi-compost 469 NCB Prior 182E July-15/Feb-16 | PoB: NBD:
and Resource Small Works
Management Centre;
and
2. Sanitary Landfill &

Closure of existing
Burnp site

AGT Procurement of Bins 2.96 NCB Prior 182E July-15/Jan-16 | PoB: NBD:
and Various SWM Goods
Vehicles
Septage
Management
(Aizawl)

AlZxx Pilot Bio-Digester 3.66 NCB Prior 182E July-15/Feb-16 | PoB: NBD:

Small Works
Septage
Management
(Agartala)

AGTxx Seplage 2.08 NCB Prior 182E Jun-15/Jan-16 | PoB: NBD:
Management Small Works
Treatment Plant

AGTxx | Septage 0.25 NCB Prior 182E Jun-15/Dec-15 | PoB: NBL:
Management Goods

Treatment Vehicles

POB = Prequalification of Bidders; BD = Bidding Document

3.

3.

ongoing or expected to commence within the next 18 months.

Consulting Services Contracts Estimated to Cost $100,000 or Mare

The following table lists consulting services contracts for which the recruitment activity is either



. . Review Advertisement
erte | ety | Soymoted | Ropriment | rars | Date | 2ok, | commonts”
Post) _(quarterfyear)

Aldxx DSMC for 243 QcBs Prior Q2, 2015 FTP Assignment:

Aizawl National
Quality-Cost
Ratio: 90:10
AGTxx | DSMC for 0.53 588 Prior Q2, 2015 - Assignment:
Agartala National
Quality-Cost
Ratio: 90:10
4. Goods and Works Contracts Estimated to Cost Less than $1 Million and Consulting
Services Contracts Less than $100,000 (Smaller Value Contracts)
4. The following table groups smaller-value goods, works and consulting services contracts for which
the activity is either ongoing or expected to commence within the next 18 months.
Goods and Works
Package General Esg?at Number of | Procurement I?Fe'::::v‘:r Bidding Ad“‘f;:;se 8
Number® Description Value Contracts Method Post/Post Procgdure Date Comments
(%, (Sample)] {quarter/
million} year)
Water Supply
{Alzawl}

AlZxx Preparation of 0.94 NCB Prior 152E Oct-15¢ PoB: NBD;
Water Apr-16 Goods
Management
Plan including
SCADA
Installation
Solid Waste
Management
{Aizawl)

AlZxx Procurement of 0.03 Shopping Post - Jun-15/ | PoB: NBD:
Wheel Barrows Dec-15 Goods

AlZxx Procurement of 0.02 Shopping Post - June- PoB: NBD:
Protection 15/Dec-15 | Goods
Materials such as
Gloves, Boots,

Uniform for Waste
Collectors,
Sweepers etc. by
Septage
Management
{Aizawl)

AlZxx Pilot Package 0.25 NCB Prior 182E Jun-15/ | PoB: NBD:
Aerate WWTP- Mar-15 | Small works
Johkasou
System

AlZxx Supply, 0.2 NCB Post NA Jun-15/ | PoB:N
Installation and Mar-16
Commissioning BD:
of SWS for Shopping
Sepiage
Management




POB = Prequalification of Bidders; BD = Bidding Document; SWS = Single Window System (SWS})

b

Consulting Services
Advertisem
Package General Estimated | Number of | Recruitment TF?:;?T [f:tz Type t:bfg Comments™
Number | Description Value Contracts Method Post) (quarter/ Proposal
year)
B.

5.

Indicative List of Packages Required Under the Project

The following table provides an indicative list of goods, works and consuiting services contracts over

the life of the project, other than those mentioned in previous sections (i.e., those expected beyond the
current period).

Goods and Works — None

. Review
Estimated Estimated . -
Package e Procurement [Prior / Bidding B
Number® General Description (cu:'l?.lllt;ﬁiv ) hé‘:)'g::_ :;&f Method Post/Post | Procedure’ Comments
e {Sampie)]
Consulting Services — None
Estimated Estimated . Review
:?f;abg‘: General Description Value Number of Re'fql;::ron:nt (Prior / nggso;g Comments'®
{cumulative) | Contracts Post)
C. List of Awarded and On-going, and Completed Contracts
6. The following tables list the awarded and on-going contracts, and completed contracts.
1. Awarded and On-going Contracts - None
Goods and Works
Awarded Advimsem Date of ADB
Package General Estimated Procuremen Approval of 12
o Contract Date Comments
Number Description Value t Method Contract
Value {quarter/ A 11
ward
year)
""Date of ADB Approval of Contract Award is the date of No-Objection letter to the EA/IA.
Consulting Services
. Date of ADB
Package General Estimated Awarded Recruitment Advertisement Approval of 13
Numb D ipti val Contract Method Date Contract Comments
umber escription alue value (quarterfyear) Sontras,

"Date of ADB Approval of Contract Award is the date of No-Objection letter to the EA/IA.
Bindicate the Consulting Firm’s name and the contract signing date.
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2, Completed Contracts - None
Goods and Works
Advertise ng’BOf
Package General Estimated | Contract | Procurement 'S:t"; Approval Date of c "
Number | Description Value Value Method of Completion'® | ~OMmments
{quarter/
Contract
year) Award'"
"Date of ADB Approval of Contract Award is the date of No-Objection letter to the EA/IA’
"The Date of Completion is the physical completion date of the contract.
Cousulting Services
Date of
Advertisement ADB
Package | General Estimated | Contract | Recruitment Date Approval Date of Comments
Number | Description | Value Value Method (quarter/ of Completion’
year) Contract
Award'’

""Date of ADB Approval of Contract Award is the date of No-Objection letter to the EA/IA

“The Date of Completion is the physical completion date of the contract.

D. Non-ADB Financing - None
7. The following table lists goods, works and consulting services contracts over the life of the project,
iinanced by Non-ADB sources.
Goods and Works
Estimated Estimated
General Description Value Number of Prﬁ:trﬁorr:’ent Comments
{cumulative) Contracts
Consulting Services
Estimated Estimated .
General Description Value Number of Recrultment Comments
. Method
{cumulative) Contracts
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ANNEX 5: COMPLIANCE MATRIX ON COVENANTS OF THE LOAN AND PROJECT AGREEMENTS AND UNDERTAKINGS OF
THE FRAMEWORK FINANCING AGREEMENT (FFA)

A

1.

Summary of compliance status for Project-l (Loan 2528)

Of the 28 Covenants under Schedule 5 of the loan agreement of Project 1 (Loan 2528), 25 have been complied with, 2 are
being complied and 1 is not yet due, as shown in Table 1 below.

Table 1: Compliance with Undertakings and Loan Covenants for Project 1 (Loan 2528)

Reference
No|FFA LA Sch Aspect MOuD Agartala Aizaw] Gangtok Kohima Shillong Summarized
8§, para -

Project
Management

1 1-2. Nationa! Steering Complied Complied Complied Complied Complied Complied
Committee

2 3-4, Investment Prograrm Complied Complied Complied Complied Complied Complied
Coordination Cell
{IPCC)

3 5, B. State executing Complied Complied Complied Complied Complied Complied
agencies {SEA)

4 B. State steering Complied Complied Complied Complied Complied Complied
committee

5 7. invest Program Complied Comaplied Complied Complied Complied Complied
Empowered
Cormmittea (IPFEC)

6 a. State Investment Complied Complied Complied Complied Complied Complied
Program
Management and
Implementation Unit
(SIPMILD

7 |iii Project management Being Complied Being complied Complied Complied Being Complied
staffing Complied with with

8 27. PPMS Complied Complied Complied Complied Complied Complied

9 28. Project review Complied Complied Complied Complied Complied complied

10 (v Approved plan for Complied Complied Complied Complied Complied Complied
investment

11 |xi (12 Public infarmation far Complied Complied Complied Complied Complied Complied
water supply and
sanitation

12 12. Project website Complied Complied Complied Complied Complied Complied

13 186. Project scope change Complied Complied Complied Complied Complied Complied

14 |xiii | 26. Quality contral Being Complied Complied Being Complied | Complied Being Complied

Complied with with with

Reform
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2.

complied as shown in Table 2 below.

Of the 7 Covenants under Article 4 of the loan agreement of Project 1 (Loan 2528), 6 have been complied with, and 1 is being

Table 2: Compliance with Loan Covenants under Article IV of Loan Agreement for Project 1 (Loan 2528)

Reference
No | FFA| LA Aspect MOUD Agartala Aizawl Gangtok Kohima Shillong Summarized
Article
IV,
para

1 4.01(a). | Due Diligence and Complied Complied Complied Complied Complied Complied
efficiency

2 4.01{b) | Perform abligations Complied Complied Complied Complied Cornplied Complied
setoutin Sch &

3 402 Availability of Complied Complied Complied Complied Complied Camplied
resources

4 403 Adoption of sound Camplied Complied Complied Complied Complied Complied
adminristrative
policies

5 4.04 Perform obligations Complied Complied Complied Complied Complied Complied
under Project
Agreement

6 4.05 (a) | Protection of interest Being Complied Being complied Complied Complied Being Complied
of borrower and ADB Complied with with

7 4.05(b) | Change of obligations Complied Complied Complied Complied Compiied Complied
only after notice to
ADRB
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Reference
No| FFA| PA Aspect MOUD Agartala Aizawl Gangtok Kohima Shillong Summarized
para

as required

14 2.08(b}| Submission of Cemplied Cornplied Complied Complied Complied Complied
quarterly progress
reports to ADB

15 2.08© |Submission of Project Not yet due Not yet due. Not yet due Nat yet due Not yet due Not yet due
completion report

16 2.09 |Maintenance and Complied Complied Complied Complied Complied Complied
auditing of accounts

17 210 |Enable ADB to Complied Complied. Complied, Complied. Complied. Complied
inspect facilites and
records

18 2.11(a) | To take actions Complied Complied Complied Complied Complied Complied
necessary for project
execution

19 2.11{b) | Conduct business in Complied Complied Ccmplied Complied Complied Complied
accordance with
sound practices

20 2.11© | Carry out O&M of Complied Complied Complied Complied Complied Complied
facilities created

21 2.12 Transfer or disposal Camplied Complied Complied Complied complied Complied
of assets with ADB
permission

22 2.13 Lean proceeds {0 he Complied Complied Complied Complied Complied Complied
applied for the project
purpose only

4,

Of the 13 undertakings under Schedule 6 of the FFA, 8 have bean complied with, 4 are being complied with and 1 is not yet
due. Compliance with FFA undertakings for both loans is reported in Table 7.
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Reference
No|FFA LA Aspect MQUD Agartala Aizawl Gangtok Kohima Shilleng Summarized
Sch 5,
para
in separate matrix
below - Annex 1 to
Schedule 6 of FFA)
16 |iv 111 Financing O&M Not yet due Not yet due Not yet due Not yet due Not yet due Not yet due
Safeguards
17 |vii |18 Envircnment Being Complied | Being Complied Being Complied Being Complied | Being Complied | Being Complied
with with with with with with
18 (vi |19-20 |Land acquisition Being Complied | Being Complied Being Complied Being Complied |Being Complied | Being Complied
resettlement with with with with with with
19 | vili |21 Indigenous people N/A NfA N/A Complied Comglied. Complied
20 [ix |27 Labor law, health, Being Complied | Being Complied Being Complisd Being Complied |Being Complied | Being Complied
safety under civil with with with with with with
warks
X |24 Safeguard monitoring Being Complied | Being Complied Being Complied Being Complied | Being Complied | Being Complied
and reporting with with with with with with
21 |xii |26 Gender acticn plan Being Complied | Being Complied Being Complied Being Complied |Being Complied | Being Complied
with with with with with with
22 28 Grievance redress Being Complied | Being Complied Being Complied Being Complied |Being Complied | Being Complied
with with with with with with
23 Inelusion of IEE in Being Complied | Being Complied Being Complied Being Complied |Being Complied | Being Cemplied
bid documents with with with with with with
Accounting and
Auditing
23 14. Financial audit Being Complied | Being Complied Being Comiplied Being Complied | Being Complied | Being Complied
with with with with with with
24 12 Reimbursement to Being Complied | Being Complied Being Complied Being Complied | Being Complied | Being Complied
States within 30 days with with with with with with
by MoUD
25 15 ADB's right to Being Complied | Being Complied Being Complied Being Complied |Being Complied | Being Complied
examine records and with with with with with with
accaunts
26 25 Prohibited Being Complied | Being Complied Being Complied Being Complied | Being Complied | Being Complied
investment activity with with with with with with
27 22 Allocation of funds Being Complied | Being Complied Being Complied Being Complied |Being Complied | Being Complied
for EMP with with with with with with
28 |i Effective utilization of Being Complied | Being Complied Being Complied Being Complied | Being Complied | Being Complied
funds




P

aqay
0] 20110U 18 . Ajuo
palduiod paydiiog paldwog palidwiog palldwog paidwed suonebigoe jo sbueyn | (g}so 8
unm L payduiod g0y Pue Jsmoliod jo
paydwon Buieg padwosd paijdwon paidwoo Buieg padwo)n Buiag JsatslUl 10 uonoaiold | () a0y /
usuiaalby
13lold t8pun
paidwo) pandwog paiidwo) pajdwog paydwog pajdwon suonefiigo uioped|  S0'v a
sanoe} Joadsul
crgaveiqeus) w0y S
sapiod
aAlBLS|LILIDE
paldwon pajdwoy pelidwop paldwod palldwog peldwen punos jo uondopy|  £0'F 4
S30JN0s83l
papdwo) pandua) palldwod paldio) palldwoy pajdwo) {0 Alpgeileay | Z0b £
G Uog urno jes
paldwed paiidwos pajdwoy payduiod pajdog paldwiog suoefiiqe wiopad | (@)10'y Zz
[SREIE]
paidwog paydwog palidwos palidwo) paidwod pajduto] pue 2ouabiig eng | (B)LO'Y L
eied
‘Al
sy
pazirewwng|  Buojus BWIYOH yoyBuen [MBZIY eeveBy  (anow yoadsy vl |vdd |oN

aUaID}aY

(yegz ueoT) [-30afo4d 104 Juawsaiby UROT JO A] 2]91HY JBpUN SJUBUSA0D UEOT L3Iam adurljdlog G d|qe)

"MOJRqG § 8[qe ] Ul uMoys se yum paydwos Bulag
si | pue ‘yim paidwos usaq arey 9 ‘(begz ueoT) Z walold jo sweslbe ueo] a4 JO Al S[QINY JBpUN SJUBLBACYD / 3} JO

K4




43

3. Of the 22 Covenants under Article [l of the project mmamam:ﬁ of Project 2 (L.oan 2834), 21 have been complied with, and 1 is
not yet due as shown in Table 6 below.

Table 6: Compliance with Project Covenants under Article-ll of Project Agreement for Project 2 (Loan 2834)
Reference
MNo| FFA| PA Aspect MOUD Agartala Alzawl Gangtok Kohima Shillong Summarized
para

1 2.01(a) | Due Diligence and Complied Complied Complied Complied Complied Complied
efficiency

2 2.01(b)| Perform obligations Complied Complied Complied Complied Complied Complied
setoutin LA

3 2,02 | Avatlability of Complied Complied Complied Complied Complied Complied
resources

4 2,03{a) | Employ qualified Complied Complied Complied Complied Complied Complied
consultants and
contractors

5 2.03(b) | Procurement of Complied Complied Compilied Complied Complied Complied
Goods, works and
consultants as per
Sch 4 of LA

B 2.04 | Project Complied Complied Complied Complied Complied Complied
implementation to be
as per plans and
specs

7 2.05(a) | Insure project Complied Complied Complied Complied Complied Complied
facilities in
accordance with
sound practices

8 2.05(b)| Insure goods Complied Complied Complied Complied Complied Complied
imported for the .
project

9 206 |Maintain adequate Complied Complied Complied Complied Complied complied
reccrds and accounts

10 2.07{a) | Cooperation between Complied Complied Complied Complied Complied Comptied
ADB, Gol and States
to achieve loan
purpose

11 2.07(b}) | Inform ADB and Gol Complied Complied Complied Complied Complied Complied
about any adverse
developments

12 2.07© ) Exchange of views Complied Complied Complied Complied Complied Comptlied
on project matters

13 2.08 | Provide reports and Complied Complied Complied Complied Complied Complied
information to ADB
as required

14 2.08(b} ! Submission of Complied Complied Complied Complied Complied Complied
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Sanitation charges.

Ad | Within 3 years of 1st tranche Being Complied.Most Being Complied. Being Complied Being mm_ao.OcBUZ.ma..
approval and prior to franche 3 functions including SWM zlready with Administrative, CompliedSWM GMC is functioning -
approval (expected end 2011}, All water devolved. the KMC. As for financial, and functions already with thefollowing
States must have (i) substantially Assets being created other functions they | engineering with SMB. A water sections:Administrat
devolved functions to their under WS network are | are awaiting the sections are and sewerage ive, Accounting,
respective capital cities{for no less yet to be transferred to | fresh elections, constituied and board is envisaged, | Engineering, Trade
than those sectors supported under | the AMC which are heid up functions but modalities are License, Bazar and
the Investment program but also because the case is | transferred. In being worked out. Solid Waste
expected in other areas(ii) in courts, addition funds Management wing.
adequately staffed engineering, under various . In addition funds
administrative and financial sections schemes like 13" under various
of the ULBs and allocated sufficient FC etc. along with schemes like 13th
budget to initiate activities in newly GIA from state FC, SJSRY eic.
established ULBs and (i) government are from state
transferred assets associated with allocated to AMC. government are
these functions. allocated to

GMCSIPMIU has
drafted the Sikkim
Municipalities
Service Rules 2013
along with the
organizational
structure.

B Service Delivery

Reforms for Efficient and Financially Sustainable Service Providers

B1.1 | Within One year of 1st tranche Being Complied. The . Being Being Complied. Being Being Complied.
approval, restructure PHED/SMC Water division of PHE | Complied.Discussio | Draft Aizawl Water | Complied. The Several discussions
(as per agreed model) and create has been fransferred ns have Supply, Sewerage report of the have been held with

one single cily ring fenced area
headed by a senior officer with
control over city water and
sewerage operations as well as
separate accounting and balance
sheet.

to AMC along with
staff. Hence ring
fencing done. Further
integration will take
place gradually.

commenced, but a
final decision is to
be taken after
elections of KMC

&Drainage Board
Bill 2010 were
drafted by the
government. on
13th May 2013. In
the 12th SSC
meeting held in
October 2013, it
was decided to
transfer the function
of water supply and

reforms committee
has been submitted
to the government
and final decision
has to be taken by
the government of
Meghalaya.

PHED but a final
discussion is still
reguired to be
taken. Ring fencing
within WS & PHED
not possible.
However the
distributicn of water
supply and
coliection of
revenue function

sewerage t{o Aizawl will be transferred
Municipal Council to Gangtok
r from PHED. Municipal
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Improved Operational Efficiency

B2.1.

Prior to loan effectiveness, issue
Government Order to implement a
NRW reduction program, as well as
a bulk and consumer metering
program, and commence
implementation within 6 months of
1st tranche approval.

Complied

Complied

Complied

Complied

Camplied

Regulatory Compliance

B3.1

In state whose capital cities receive
funds from the MFF for subprojects
in the sewerage and sanitation
sector, the state will approve, within
six months of tranche approvai
{generally 3rd) regulation to (a)
enforce all households with access
to a sewerage pipeline to connect to
the sewerage system within one
year of network completion
[(byenforce all househoid net to
discharge their sanitary waste
without treatment and maintain their
septic tanks in specified level of
efficiency(c) Require new buildings
to obtain sanitary waste discharge
permit and.{d) enforce generators of
large quantities of waste such as
Industries not to discharges their
waste without treatment and to
maintain at specified levels of
efficiency.

Not Yet Due

Not Yet Due

Not Yet Due

Net Yet Due

Not Yet Due

B3.2

In States whose cities receive funds
from the Facility for subprojects in
the solid waste management sector,
the States will approve, at the

latest by the commencement of civil
works, regulations regarding (a) the
discharge of solid waste (bjthe
separation of wastes and disposal
of hazardous wastes.(c) the
installation of improved procedures
for vehicle routing, asset control
and staff management and (d)
establishment of operations and
maintenance procedures for
vehicles and other equipment (&)
the monitoring of waste collection
treatment, revenue and costs staff

Complied

Complied

Complied

Complied

Complied
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AbS!

IDC handed over all
the bound survey
forms along with
ward wise maps
and ward wise
analytical report on
30.09.2013.
Implementation
expected in 2015.

Drafted the
proposed Zoning for
UAM and Guidance
Values Area Values
and Multiplicative
Factors.

C2.3 | Within 3 years of 1st tranche Being Complied. No properly tax is Being Complied. Being Complied. Being Complied.
approval for Agartala and Shillong Collection efficiency levied currently. Collection efficiency | Collection efficiency | No property tax is
and 3 years of 2nd tranche approvaj | above 60% is about 75% is 70% levied currently.
for Aizawl, Gangtok and Kohima However, plans to
Collection efficiency should be no implement property
less than 60 % and 85% one year tax are under way.
later.

Introduction and Rationalization of User Charges

C3.1 | Within 1 year of 1st tranche Being Complied. Being Complied. Being Complied. Being Complied. Being Complied.
approval, develop (with guidance User charges notified. | User charges Draft FIAP is ready | User charges are Report on “Tariff
from Supplementary Appendix M However, notified. However, but without formal collected. Financial | and Rationalization
Plan) and submit a Financial Action | implementation willbe | implementation will | institutional set up plan for improving of User Charges”
Plan o ensure improved utility done after installation be done after of the utility service | financial drafted. The same
financial performance. of water meters. installation of water | provider, it could performance would be

meters. not be finalized. submitted. Will be implemented after
complied with. completion of
metering.

C3.2 | Inline with JNNURM's MOA, within | Not yet due. Not yet due. Not yet due. Not yet due. Not yet due.

1 year of 3rd tranche approval,
implement solid waste collection
charges 1o generate sufficient
revenues to meet 100% of the cost
that is incurred in undertaking O&M
of existing and project-created
SWM assets and services.
C3.3 | In line with JNNURM's MCA, within | Not yet due. Not yet due. Not vet due. Not yet due. Not yet due.

1 year of 3rd franche approval,
implement volumefric water charges
with regular adjustments to tariffs to
generate sufficient revenues to
meet 100% of the cost that is
incurred in undertaking O&M of
existing and project-created water
and sewerage assets.







ANNEX 6: SUMMARY OF DETAILED PROJECT REPORTS

{(Summary DPRs attached)









erstwhile AMC area and the newly exiended
areas (Ward 9 ta 16 and Ward 18 to 22).

3. Southern zone: This area is located at the South
of Haora River. This zone includes the Southemn
part on the extended AMC (Ward-23 to 35) and
the adjoining arcas of Ananda Nagar, Duklj,
Madhupur, Madhuban and Charipara.

The project area under the Investment programine has
been delined to be the arca comprising of the central
zone and some left owt components in south zonc of
Agartala within Munieipal limits . Works for North Zone
have been sanctioned under JNNURM Programme,
Works for South zone had been approved under Tranche
Il and works in question are of Central zone and are
being taken in Tranche 111,

Existing statns of water supply:

The present water supply is being met from surface
sourc from river MHaora and from ‘Tube wells, The
present water availability in Agartala is 39.6 MLD
against a demand of 70 MLD. The distribution network
coverage is about 32,31 over entire city and water is
being supplied @87LPCD with 4 hour supply in a day,

Presently, a combination of RCC and Steel reservoirs
feed the existing distribution system. The steel reservoirs
are quite old and some of these may need to be re-
habilitated or replaced immediately. Zone wise status is
as below:

North Zone: The works required to improve water
supply in this zone have been taken under INNURM
programme. Befbre implementing it there were only 3
nos. of over head reservoirs of total capacity 1226 KL,
23 nos Tube wells and a network of about 143 km
distribution system. The existing waier supply is an
average of 6 Iped and covering 23 % by cunnections
Under INNRUM following works were approved.

1. Installation of [2 nos. new tube welts. i

254



2. Caonstruction of 4 nos..Ground Water Treatiment

Plants.

Construction of 12 nos. of over head reservoirs

with a total capacity of 7450 KL.

4. Replacement of 130 km of existing pipeline and
extension of 116 kin new pipe line.

5. Providing 28000 House and 1000 commercial
service commections fncluding installation of
meters,

tad

The above warks are under execution. So far work of 2
nos GWTP. 12 nos. TW, 8 nos. OHSR and about 132 km
pipe line has been completed and  under
testing/commissioning. The works are expected to be
completed by December'14 After impleinentation of
these works; the whole area of this zone will be fully
covered.

South Zone: The works required to improve water :

supply in this zone have been taken under NERCCDIP
being fanded by ADB programme. Before
implementing it there were only 4 nos. of RCC/steel
over head reservoirs of total capactty 2170 KL, 27 nos.
Tube wells, part supply from one surface water treatment
plant in Bardwali) and a network of abowt 160 km
distribution system. The existing water supply is an
average of 100 [ped and covering 23 % of population.
Under Tranche I & 1T of NERUDP following works have
been approved.

1. Replacement/Installation of 22 nos. new tube wells
(16 for South Zone & 6 for Central Zone)

2, Construction of 7 Nos. Ground Water Treatment

Plants with a total capacity of 40000 KLD.

Construction of 14 Nos, of over head reservoirs with

a tofal capacity of 10610 KL

4. Replacement of 146.3 km of existing pipeline and
extension of 85.5 km new pipe line.

5. Providing (13000 tlouse and commercial service
connections.

(Y]

The above works are under exceution. It and are likely o

{650
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2,

B which is spray aeration followed by filtration and 1 is a packaged
type plant). There arc 27 tubewells are feeding for scuth zones and
iron removal plants are installed in 4 tubewells.

10 | Need of the | As the coverage of distribution system in central zone is 70%, it is
project necessary to strengthen the existing distribution system alongwith

augmentation of raw water sources.

Existing inadeguacies in the water supply system and the need
for project formulation are the:
i.  Increase in water demand
ii.  Under-utilization of Existing Surface Water Treatment
Plants
i, Insufficient storage capacity
iv.  Under-utilization of ground water resources
v.  High Unaccounted for water
vi. Inefficient distribution system
vii.  Ineffective treatment of ground water
viit.  Lack of Water Conservation and Community
Awareness

The pipe material in the existing distvibution network is
generally DUV CH In certain lecalities PVC pipes have also been
uscd. Due to the high jron content in the water obtained from
tube-wells, the pipes get clogged with iron deposits.

The total length of existing pipetine netwaork is 141 Kms, The
distribution system is cold (around 35-40 years back). Due to
widening of the roads, the pipelines run along the carriageway
of the road and are more towards centre of the road. This makes
it difficult to attend to repairs in case of leakages. The
constraction of roads and drains has resulted in the road level
being raised and the existing water pipes now lay buried deep at
a depth 0 2-2.5 m below the road surface.

Supply period from tabe well is limited to 4-8 hours depending
on the demand and the command arca. Non-operation of one
tube well in a particular locality. due to mechanical failure or
otherwise results in acute shortage of water in the area.
Therefore, it i3 necessary to improve the water supply system

by angmentation of distribution to achieve 24x7 water supply.






















Anpexure-I1

Name of the Scheme: Augmentation and Rehabilitation of Water Supply system of
Agartala (Central Zone)

Technical Comments:

1.

3]

6.

The following may be ensured by SIPMTU/Agarlala Municipal Corporation.

e Obtain the Administrative approval from the State Govt. for the said scheme and no
expenditure shall be incurred without the Administrative approval & Technical
sanction of the project by the Government of Tripura

The scheme shall be executed as per the guidelines indicated in the Manual en Water
Supply and Treatment ( 3" edition revised and updated) published by the Ministry of Urban
Development in May 1999, As such the scheme has been accorded technical approval by
CPHEEQ based on the norms of 135 LPCD.

The project shall be mplemented as per the specifications of refevant codes of practice
published by the Bureau of Indian Standards (BIS) and in agreement with all the statutory
requirements. Structural design of various components of the scheme may he got approved
from the competent authority before actual implementation of the scheme.

It is suggested that before starting the execution of the project conditional assessment of
existing pipes shall be carried out and if some pipes are In good condition the same shall
be retained in the system.

The water distribution network should be rechecked to its optimisation before start of
execution of the project.

As laying of pipeline s shown to be economical by Trenchless technology process than by
wraditional method ol open trench. Therefore it is suggested 10 use this method to its
maximum where ever possible.

Before starting the execution of pumping main, the design of pumping main should be
redone by considering water hammer pressure and the design should be got approved by
competent authority before execution. While laying the pumping main, the adequate water
hammer device should be provided in the alignment to prevent breakage or failure of pipe.
A copy of the design may be forwarded to the Ministry for reference.

All elecirical and mechanical equipment and machinery and other materials such as pipes,
fittings, valves and specials should conform to relevant BIS Specifications. Air valves may
be provided at strategic locations in the gravity mains/ transmission mains,

St



10.

14.

The Agarala Municipal Corporation shall take elforts to provide J00% water supply
facilities in Agartala town, The Implementing Agency shall provide Bulk Meters for
service reservoirs and house service cannection $o as to have water audit.

A plan of action for giving house service connections during the implementation period of
the work should be prepared and a suitable provision should be made in the bye-laws to
levy user charges on the heneficiaries. House service connections shounld 'be made
compulsory by amending the existing bye-laws,

. The SIPMIU, Arartala. while selecting the size and type of pipe material for rising mains/

gravity (mains must keep in view the techno-economic viability of the different types of
pipe materials.

. Quality of water supplied should be monitored regularly to maintain the drinking water

quality guidelines as prescribed in the Manual on Water Supply & Treatment published by
the Ministry of Uirban Development, Government of India in May. 1999,

. Land acquisition process, if any, shonld be initiated by Agartala Municipal Corporation,

immediately $o as to avoid time and cost over-run of the scheme, if required.

. The implementation schedule has been furnished in the DPR and should be strictly adhered

o in order to avoid time over run and resultant cost over~tuns. The project should be
completed within the stipufated time frame of 30 months. It is suggested that SIPMIU
Agartala, meniter it regularly and if any shorteomings found during monitoring, the same
will be mitigated with sultable action/Action Plan then and there,

. Uninterrupted electric power supply must be ensured by Agartala Municipal Corporatian

for rouble liee operation and maintenance of the scheme.

The Agartala dMunicipal Corporation/SIPMIU inust ensure availability of trained technical
manpower to cxecute the scheme in time and for its annual operation & maintenance after
commissioning of the scheme,

CTo the extent possible, involvement of community. right from the planning stage to

operation and maintenaice may be ensured,

- Suitable water cess / tariff as envisaged in the DPR may be imposed on the beneficiaries to

recover al least the O&M cost of the project to starl with. However, full cost recavery
should be achicved at the earliest should be aimed at.

CThe cost estimates have been framed based an the current Schedule of Rates 2010 and

npdated o current vear, Any cost overrun due o time overnm has to be borne by the
Government ol Vipra,



20. Nceessary clearances / approvals. if any may also be obtained by the hmplementing

Agency Irom Railway Authorities. State/ National lighway  Authorities.  Forest
Department. PHE  Deparument, Pollution Control Board  wherever necessary  betore
implementing the scheme,

. Any change in tae scope/ objective/ design of the praject should be intimated to the

CPHEEO, Ministry of Urban Development to obtain a [resh/ revised approval prior to
execution of works.
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Annexure-|

Name of project - Pilot/Demonstration of Bio-digester and Packaged Aerate
Wastewater Treatment Plant - Johkasou in Aizawl

Abstract of Cost as per Mizoram SOR 2013 and market rates

{in Rs. Lakh)
Sl Original | Revised | Appraised
No Component DPR DPR by Remarks
Amount | Amount CPHEEOQO
Pilot Bio-Digesters (Individuat The cost has
Household, Community for been restricted
. 10HH - 40 nos, 236.15 131.20 as per the
Il.  20HH -850 nos. 5567.13 274.80 proposal
iil. 30 HH - 20 nos, 219.35 109.680 considered by
1 V. 50 HH with Treatment 10.77.74 NBCC for
) Of Black And Grey v community
Water - 20 nos. 279.56 145,60 toilet.
V. 50 HH with recycling — Pipeline of 63
20 nos. 106.46 85.00 Km of 100 mm
dia has been
1308.65 746.20 allowed.
Setting Up Anaerobic Microbial Centralized
2. | Inoculum (AMI) Manufacturing 50.00 50.00 - facility not
Facility At Aizawl allowed
Pilot Packaged Aerate The provision
Wastewater Treatment Plant made for soft
(PAWTP)-Johkasou System components
. 30 persons 7.82 viz.
Il. 100 persons 15.00 International/
3. [ lll. 500 persons 1,86.31 3,04.25 Q3.75 local
11.09 (Tax) | consultant
amounting to
127.68 Rs 176.59 lakh
is not been
allowed.
Sub- total (1+2+3) -A | 1314.05 | 1752.90 873.86
4. | IEC activities
Awareness & Documentation Restricted to
a {Cluster wise) 15.18 12.40 4.37 0.50% on A
Final Learning Workshop And ADB
b | Scale Up Plan 6.45 6.45 - Assistance
may he availed
Total 21.63 18.85 12.40
5. | Capacity Building
Training Cum Demonstration )
2 | of Technology At Aizawl 2219 2218
Training Of Engineers' /Key
b | Officials At DRDE Gwalior 12 7.51 7.51 -
Nos.
c Impact Assessment And 10.37 10.37 )
Documentation
d | Programme Support Unit 26.80 25.10 -




Total 66.87 65.17 -
Fiiot Construction/fabrication To be taken up
of Bio-digesters for individual under SBM or
houses (100 families) for 30.79 30.79 . ADB
treatment of only black water separately.
Pilot Construction/fabrication To be taken up
of Bio-digesters for individual under SBM or
houses (100 families) for 40.52 40.52 - ADB
treatment of both black and separately,
rey water
Total | 1473.86 | 1908.23 878.23
Contingency (3%) 44,22 57.25 26.21 Contingency is
to be taken @
3%
Total Cost| 1518.08 | 1965.48 904.44




Annexure-TI

Name of the Scheme: Pilot/Demonstration of Bio-digester and Packaged Aerate

Wastewater Treatment Plant - Johkasou in Aizawl under
NERUDP

Project specific Comments:

1l

2,

The cost of individual toilet construction is not eligible as per the guidelines and the
same is to be borne by beneficiary or by ULB or availed under the savings, if any,
form technica! assistance provided by ADB as applicable.

The Japan Sanitation Consortium/TOT holders of DRDO may be engaged for Q&M
the Johkasou system/Bio-digester for at-least 2 years after installation and for
imparting training to the staff of the ULB for further maintenance.

It has been proposed for setting up of aerobic inoculums manufacturing facility for
60,000 litre capacity however the same is not considered under the proposal. This
item may be taken up only after successful completion of the study. Necessary
inoculums for bio-digester has already been included in the cost of the bio-digester.

Since the quality of effluent from the proposed on-site systems is very good
and having BOD value less than BOD 20mg/l, it is suggested that Aizawl
Municipal Council shall take efforts to reuse the effluent locally for various non-
potable applications.

General Comments:

1.

Revised Administrative Approval, if any, may be obtained for the revised project. No
expenditure shall be incurred without the Technical sanction of the project by the
Government of Mizoram and necessary budget provision for the project cost shall be
ensured by Govt. of Mizoram / Urban Local Body.

The State Govt. may ensure that there is no encroachment on the alignment of the
sewers lines, so as to facilitate smooth execution of the project and to avoid time over
run and cast over-run of the scheme.

The sewer network has been designed by adopting a minimum diameter of pipe of

100 mm as per the guidelines stipulated in the revised Manual on Sewerage and
Sewage Treatment systems, 2013. Hawever the design may be rechecked before
starting the execution.

Adequate institutional capacity and expertise may be created / ensured by the
Municipal Council tc implement the said scheme as per the relevant specifications.

The project should be completed within a stipulated time period of one year.

Soil investigation and test bores should be done at suitable intervals along the
alignment of sewcrs so as to ascertain the type of soil at different depths, status and
behaviour of the ground water table and bearing capacity of the soil. The design may
be modified, if necessary on the basis of the actual ground conditions.

gixie









No, Q-14014/19/Miz(S.W.M.)/2007-CPHEEQ
Government of India
Ministry of Urban Development
{CPHEEQ]}

Appraisal Note for Consideration of the project Municipal Solid Waste Resource
Management System for Aizawl City, Mizoram under NERUDP(Tr-lii )

Proposal Municipal Solid Waste Resource Management of Aizawl City

Name of State/UT | Mizoram

Name of City Ajzawl

Objectives To provide scientific Solid Waste Resource Management in compliance
with MSW Rules 2000 in order to improve health and living standard of
residents in Aizawl.

To generate awareness with regard to Reduce, Reuse and Recycle of
Waste and Recaovery.

To promote understanding of different kinds of waste and segregation
at source 5o as to establish a financially and physical sustainable SWM
system including resource recovery and production of compost,

|
Whether CDP is Yes
prepared
Background Aizawl, capital city of Mizoram state and is located north of Tropic of

Cancer in northern part of Mizoram and is situated on a ridge 1132m
above sea level with Tlawng river valley to its west and Tuirial river
valley to its east. It is situated between 52°-30' — 93° East Longitude
and 23°-30" -24° North Latitude. Aizaw! is linked with rest of India
through the National Highway 54 (NH 54), which connects to Silchar in
Assam at a distance of 18Ckm. Shillong in Meghalaya is in the north
Churachandpur in Manipur is in the north east and Agartala in Tripura
in the west of Aizawl. Aizawl is connected by road to Champhai -
Zokhawthar where main Indo-Myanmar border trade is being located
recently.

The nearest airport is Lengpul, 32 Km from the city. Aizawl is
connected to Kolkata, Imphal and Guwahati by air.

The city encompasses an area of 128.91 km?® divided into 19 wards,
comprising 82 local council {veng} inside the 19 wards. As per census
2011, the population of Aizawl city is 2.934 Lakhs and base year taken
as 2015 will be about 3.198 Lakhs and 3.536 Lakhs in the year 2020. |

-S|



The total length of roads is about 412 kms. Existing waste collection & |
transportation is limited to primary routes, collection is done on weekly
or biweekly basis,

Under the ADB assisted NERCCDIP / NERUDP, an Integral Municipal
Solid Waste Resource Management System for Aizawl city was
prepared and presented for consideration and sanction under
NERCCDIP/NERUDP jn order to comply with the MSW Rules 2000.

Present Status

The present SWM system is minimal and the Aizawl Municipal Council
(AMC} is unable to comply with the requirements of MSW Rules 2000
due to poor financial resources and lack of capacity. There is no
practice of segregaton at source. The mixed waste is collected by 96
hired vehicles havind capacity 1.5 to 3 m3 in PPP mode. Existing waste
collection & transportation is limited to primary routes. In secondary !
routes waste collection is done on weekly or biweekly basis. Allocation
of sweepers & refuse vehicles is usually done by sanitary inspector.
Waste is not being transported in covered vehicle. The collection
efficiency is around 75 %. In Aizawl there is no proper/scientific system
for collection & disposal of solid waste. Only a fraction of total waste is
collected & simply disposed at dumping station at Turial about 20 km
away from Aizawl City core area.

The construction/ demolition waste generated by local residents is
being transported in open vehicles and disposed off in open/ low-tying
areas in the vicinity identified by the AMC. There is no engineered
sanitary landfill site for safe disposal of solid waste. In addition, burning
of waste is a common practice.

Safai Karamcharis involved in primary collection of MSW do not use
any Personal Protection Equipment (PPEs) such as face masks,
disposable gloves, boots, hats, and proper safety clothing (sturdy
colored uniform) to avoid direct contact with waste and reduce the .
liketihood of on-the-job injury. Manual handling of solid waste can be
seen everywhere in Aizawl.

Waste is observed to be dumped mainly in drains and some open plots
by the residents, shop keepers etc. There is no scientific Solid Waste
Management system within Aizawi Municipal Council Area.

According to NBERI report in 2011 the per capita waste generation in |
Aizawl City is 470 gm/day and the total waste generation is 150MTD,

In view of the non-compliance status of MSWM, there is an urgent need
to scale up all components of SWM as per Municipal Sciid Waste




Management Rules 2000 and also to ensure 100% coverage and
recovery of waste as revenue resources and improve the service
delivery as per the Service Level Bench Marks circulated by the
Ministry in 2008.

8 Service level benchmark before and after the project

Solid Waste Management Benchmark Existing | Proposed
1| Household level Coverage of Solid Waste 100% 75% 100%
Management services
2 | Efficiency of Collection of Municipa!l Solid 100% 75% 100%
Waste
m_3 Extent of segregation of Municipal Solid 100% 10% 100%
Waste
4 | Extent of segregation of Municipal Solid 80% 0% 80%
Waste recovered/recycled
5 | Extent of Scientific disposal of Municipal 100% 0% 100%
Sclid Waste
6 | Extent of cost recovery in Solid Waste 100% 20% 100%
Management service
7 | Efficiency of redressal of Customer 80% 70% 80%
Complaints
I
i 8| Efficiency in collection of user charges 80% 75% 90%
Need for the The weakness identified by AMC in the present MSW Resource
Project Management system include:

No segregation practiced at source

No 100% door to door collection,

Replace the hired vehicles used by AMC with new vehicles
Primary collection of waste is not appropriate.

Solid Waste is transported in open vehicles.

Coliection and disposal of construction and demolition waste is
not appropriate.

Disposal of solid waste is not appropriate.

¢ Manual handling of solid waste.

« Lack of awareness among town residents and civic authorities.

The DPR now prepared addressing all the above issues for
| putting in placejtegrated Solid Waste Resource Management sys_terrlJ




in conformity with MSW Rules 2000.

Population - As per 2011 Census 2.934 Lakhs
-Year 2014 3.131 Lakhs
- Year 2015 (Base Year) 3.198 Lakhs
° -Year 2020 (Design Year) 3.636 Lakhs
- Year 2030 4.235 Lakhs
-Year 2045 5.345 Lakhs
Sotid Waste Year Per capita generation; Total SW, TPD
Generation Grams/day
2011 470 137.91
2014 489 154.54
11 2015 - a5 159.88
2020({Design 528 188.54
Year)
2030 601 256.96
2045 729 393.61
|12 T Project Components:

S

In order to implement the provisions of the MSW Rules 2000, the DPR submitted by State
Investment Program Management and Implementation Unit (SIPMIL)), Aizawl proposes to
carry out the SWM activities

» Two Covered bins of 10 L capacity each for 66094 household

» Vehicles for transportation of waste (total 54 nos.) - 3.5cum’capacity of 50 Nos. 1.5cum
capacity of 4 nos.

Wheel Barrows for Street sweepers -- 148 Nos.

11 TPD capacity Vermi-Compost Plant 2 nos

50 TPD Mechanical Compost Plant 1 No,

37 TPD capacity Resource Management Centre 2 Nos.
Sanitary Landfill for 20% of waste for a design life of 25 years including other

infrastructure facilities. (Cost restricted for 5 years)

Closure of Existing Dump Site of area 1596 sqm

 Personal Protection Equipments like Gloves, Boots, uniforms for waste collector

sweepers. Etc,

. l'_ ?;‘t.v
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22

Revenue generation (Rs. Lakh)

Existing | 2013-14 ~ about Rs. 14.09 Lakhs
Proposed | 2016-17 — Rs. 1024.43 Lakhs |
23 | GPHEEO's Technical Comments: As placed in Annexure il
SLSC Approval Detail: Not Applicable
24 a. Approval Date
b. Approval Letter No
c. SLSC approvals note available
d. State and ULB Share & budget (in INR
Lakh)
25 List anticipated hindrances in project Nil
implementation and measures for solutions
Whether the project is recommended for Yes
26 o
sanctioning or not (Y/N).
if not, please mention reasons and area for Not applicable
27 |. .
improving DPR
8 Estimated cost for consideration & approval Rs. 3308.80 Lakhs, Details are given

in Anhnexure |

J

On perusal of the project, it has been observed that the project has been framed as per the
guidelines of NERUDP and the Manual on Municipa! Solid Waste Management, 2000 and MSW
Rules 2000 published by the Ministry. Since, the need is established: the project may be

approved from technical angle for execution at a revised cost of Rs. 3308.80 Lakhs as per

Annexure-l {as per Mizoram SOR 2013 & current market rate). While implementing the

scheme, Aizawl Municipal Council may address the following technical issues/remarks enclosed

at Annexure-Il.

FEAS






Sanitary Landfill of area 20023 £q. m

The cost of landfiif
cover has besn

(a). forthe first 5 years 943.11 918.01 maodified as per the
actual requirement for 5
years
(b). Other Infrastructural facilities at sanitary 293 92 563.92
landfill
(c) Additional cost for Lab equipment's, Additional cost is
furniture, plumbing work, fire fighting& 2473 4.81 allowed only for Lab
electrical work equipments
Persanal  Protection Equipments  like
Gloves, Boots, uniforms for waste collector 1017 10.17
sweepers. Etc, (354 nos)
_ - . Capping cast modified
Ci_os_ure of Existing Dump Site of area 1596 48.8 425 as per closure cover
9. M design given in Manual
Total 3539.34 3196.91
Contingencies @ 3% 106 18 95.90
Capacity Building, IEC @ 0.5% 177 15.99
Grand Total 3663.22 3308.80







10,

11.

12.

13.

14,

requirement and therefore two nos of 10 L bins has been allowed and the
cost is reduced accordingly.

It has been observed that the operation of plant is done by engaging private
agency for mechanical composting, vermi composting as well as resource
management centre for 1 year only. After which AMC will take over the
entire solid waste management system and will engage any agency through
PPP mode with revenue sharing.

Aizawl Municipal Council(AMC) should ensure that there should not be
littering in the street/open spaces by the residents for which if required the
bye-laws may be amended to enforce penal action against the polluters.

The design of sanitary landfill has been done for 5 years (2015 to 2020).
Sanitary landfill facility for beyond 5 years shall have to be created by the
AMC with their own funds. However, planning shall be done for 25-30 years
and land earmarked to accommoadate the rejects for a period up to 2040 AD.

Before implementing the project for Solid Waste Management in AMC
should take wup |[|EC (Information, Education and Communication
Campaigns) in association with NGOs/CBQOs involved in the Sector for
effective implementation and success of the project. The beneficiary of
urban population should be well informed of the advantages of segregation
of waste in the households / places of generation so that they may follow it
scrupulously.

The AMC workers should be educated on the matters of personal protection
while dealing with municipal solid waste. Informal arrangements may aiso be
made for extending facilities for regular health checkups, preventive
immunization etc. to the upgraded rag pickers engaged as primary collectors
of municipal solid waste.

The AMC should explore the possibility of PSP (Private Sector
Participation)/Public Private Partnership arrangements for setting up and
maintenance of compost piants and sanitary landfill facilities with adeguate
safeguards built in to ensure compliance with the municipal solid waste
Rules 2000.

The AMC should ensure the proper maintenance of the transport fleet in
order to keep the vehicles in fit condition at all times as per the guidelines of
the Manual. For this purpose, the Corporation may explare the possibility of
outsourcing the vehicle maintenance services from private parties while

3.(,'\."-.‘



15.

18.

17.

18.

19.

20.

21.

extending the facility of workshop /garage/parking /washing arrangements
for the vehicles.

The AMC should ensure that all the municipal solid waste reaching the
compost plant / sanitary land fill facilities is properly documented with
necessary details such as weight, place from which lifted, time of receipt etc.

The compost plant should have the enough platform area which can
accommodate / receive the higher volumes of municipal solid waste on days
of special importance.

The compost plant and sanitary landfill facilities should have all the
infrastructural facilities such as weigh bridges, operational area, operational
buildings with amenities, laboratory for sample analysis, simple vehicle
maintenance facilities such as puncture shops, illumination, internal roads,
fencing, security etc. as per the Municipal Solid Waste Rules, 2000 and the
Manual on Municipal Solid Waste Management published by the Ministry.

The AMC should explore the possibility for bulk marketing of the compaost by
tying up with Agricuitural institutions and assoctations of Agriculturists in
order to ensure marketability of the compost which will help in the
sustainability of the project.

The setting up and operation of the municipal solid waste treatment plant
and sanitary land fiil facility shall be in accordance with the Municipal Solid
Waste Rules 2000 and the norms of State PCB. The sanitary land filf facility
shall also be subject to the post-closure operational requirements as laid
down in the said rules,

The AMC should explore the possibility of adopting Bio-remediation as the
treatment method in the existing landfill site, as per the guidelines given in
the Manual.

O&M costs have been worked out & AMC needs to impose relevant taxes
and should ensure that user charges are levied and collected from al! the
generators of municipal solid waste in order to meet the O&M expenses of
the primary & secondary collection & transport and also for its treatment &
land filling. The corporation should also generate adequate user charges for
establishing an asset replacement fund as municipal solid waste
management equipment has a short fife span of 4-10 years only.

Ja2



22.

23,

24,

No change in the scope/design/nature of the project shall be effected
without prior approval fram Mo Urbsh Developmant.

The equipment and machineries should be in aceordancs witty BiS and as
specifled in the DRR.

The project shall be completed within the stipufated period of 2 years, The
price escalation, if any due to time of cast aver run shall be borne by the
State Govt./ Municipal Corporation,

30



Q-12045/8/1/UIDSSMT/2013-CPHEEO
Government of India
Ministry of Urban Development
CPHEEO

Subject:- Municipal Solid Waste Management System of Agartala City.

Appraisal Note for Consideration of Projects under NERUDP

(Solid Waste Management)

Proposal Procurement of Equipments for primary & secondary collection of
1 solid waste (SWM-01) and procurement of vehicles for
transportation of waste (SWM-03) for SWM Agartala
2 | Name of State/UT Tripura
3 | Name of City Agartala
Objectives The project of Municipal Solid Waste Management for Agartala city

is undertaken by Agartala municipal council, Tripura under their
own funds. Only procurement of equipments for primary and
secondary collection of solid waste and procurement of vehicles
for transportation of waste is to be considered under NERUDP.
Objectives are:

1. To provide for improving health and living standard of
residents in Agartala through SWM in compliance with
MSW Rule 2000.

To focus on a clean Agartala city.

To improve SWM system.

To reduced drainage blocking/choking.

To transport the solid waste through covered vehicles.

To provide proper waste storage facilities/storage bins.

To provide dumper placer bins so the road side remain
clean.

To provide regular & uniform waste collection facility
throughout the city.

9. To achieve the targeted service level benchmark.

Nk W

&

5 | Whether CDP is prepared Yes

Background Background:

Tripura is considered the gateway to north eastern India and is
located in the south west of north eastern Region of India. [t lies
approximately between latitude 22056" and 24032’ and longitude
91010’ and 91721, The total area of Tripura is 10486 sq. km.

The Agartala is the head quarter of Tripura. The North Eastern
6 Region Urban Development Programme (NERUDP) initiated to
improve the urban environment and to promote reform for
sustainable, efficient and responsive urban service delivery in
capital cities of five states of North Eastern Region under ADB
funding scheme. Apgartala is one of them. Agartala city also needs
Letter infrastructure amenities like other indian cities. The AMC
area is 76.504 sq. km approximately and of GAPA is 92 sq. km
approximately.







am o

The Population of Agartala is approximately 4 lakhs based on 2011
census. Presently there are 35 wards in AMC with approximately
50,000 households.

Solid waste is transported in open vehicles: Solid waste is being
transported in open vehicles. Because the vehicles are not covered
properly, the waste, which is in light weight could get flown out of
vehicle and get littered on the road. The loading and unloading of
waste is being done manually and safai karamcharis involved in
this activity do not use any Personal Protection Equipments (PPE).
Hardly 40 to 60% of total waste is collected & simply disposed off
at dumping site at Hapania at about 7 km from Agartala city for last
25 years. As the Hapania site is fully saturated, the SWM activity
has been shifted to Devender Chander nagar.

The total no. of vehicles/machinery involved in collection and
transportation of the waste to the dumping site are 45 nos.
including 1 no. Mechanical sweeping machine.

1. Primary collection vehicles = 19 Nos.
2. Secondary Transportation vehicles = 13 Nos.

3. Dumper placer vehicle, skid loader, Back hoe loader and
Bulldozer = 12 Nos.

4. Mechanical sweeping machine = 1 No.

There is no scientific Solid Waste Management within Agartala
Municipal Council Area.

Safai Karamcharis involved in primary collection of MSW do not
use any Personal Protection Equipments (PPEs) such as face mask,
disposable gloves, boots, hats, and proper safety clothing (sturdy
colored uniform) etc to avoid direct contact with waste and reduce
the likelihood of on-the-job injury. Manual handling of the solid
waste can be seen everywhere in Agartala.

The current state of affairs indicates that a change is necded in the
mindset of the staff involved in managing MSW in Agartala city.
Furthermore, they need to understand the environmental, social,
and economic implications of an unorganized MSW management
system. Likewise, public participation is very essential in
successful implementation of the MSW management plan in any
town. Therefore, a planned and concerted effort is required to
bring about awareness among the public and make them realize
their responsibilities as individuals and as a community as a whole.
In summary, public awarcness, community participation,
transparent administration, accountability at all levels is the nced
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of time so as to ensure success of any MSW management plan.

Present Status

The present SWM system is minimal and inadequate in
Agartala and Agartala Municipal Council (AMC]) is unable to
comply with the requirements of MSW Rules 2000.

The solid waste generation scenario in AMC is as follows:

Per capita generation of MSW 450 gm/day
Census 2011 population 4,00,040 souls
Total Qty of MSW (2011) 179.86 MT/day
Bulk density of MSW (2011) 500 kg/m3
Total volume of MSW (2011) 359.72 m3/day

The present SWM Operational efficiency in AMC is as follows:

Door to door collection Partially (40%)

Secondary storage Nil

Transportation By AMC collection vehicles
and through NGOs.

MSW generation(2014) 184.48 MT/D

MSW generation (2015) Base | 199.22 MT/D

Year

MSW Generation (2020) 217.30 MT/D

Design year.

Present MSW Collection 160 to 170 MT/D

Collection 40% to 65%

Transportation 40% to 65%

Processing Treatment Nil

Disposal Open dumping without any

processing

In view of unsatisfactory status of MSWM, there is an urgent
need to scale up all components of SWM as per Municipal
Solid Waste Management Rules 2000 and also to ensure
100% coverage performance and recovery from waste as
revenue resources as per the Service Level Bench Marks
circulated by the Ministry in 2008,

Service level benchmark Solid Waste Management | Benchmark | Existing Proposed
before and after the project 1 | Household level Coverage | 100% 65% 100%
of Solid Waste
Management services
2 | Efficiency of Collection of 100% 65% 100%
Municipal Solid Waste
3 | Extent of segregation of 100% 0% 100%
Municipal Solid Waste
4 | Extent of scgregation of 80% 0% 80%
Municipal Selid Waste
recovered/recycled
5 | Extent of Scientific 100% 0% 100%
disposal of Municipal Solid







Waste

6 | Extent of cost recovery in 100% 20% 100%
Solid Waste Management
service

7 | Efficiency of redressal of B0% 70% 80%
Customer Complaints

8 | Efficiency in collection of 30% 75% 90%
user charges

Need for the Project The project of SWM is being undertaken by AMC under
their own funds and work is already in progress.

The present DPR is prepared only for procurement of
equipments for primary & secondary collection of solid waste
& procurement of vehicles for transportation of waste to
landfill site.

Population
- As per 2011 Census 400040
-Year 2014 426648
- Year 2015 (Base Year) 442705
-Year 2020 (Design Year) 482889
- Year 2030 556684
Solid Waste Generation Per capita generation; Total SW, TPD
Grams/day as per DPR

Year 2011 450 180.07 MTPD
Year 2014 450 190.95 MTPD
Year 2015 450 199.22 MTPD
Year 2020 450 217.22 MTPD
Year 2030 450 250.51 MTPD
Project Components:

1 No of packages 3 Packages

» Procurement of Equipments and vehicles for
primary collection of solid waste (hand carts,
containers and vehicles).

e Procurement of vehicles and equipments for
secondary collection ( garbage compactors
and loader).

¢ Mechanical road sweeping Machine.

2 BOQs ready Yes/No Yes
3 Analysis of Rate ready | Yes

Components:
1. Procurement of equipments for primary collection like:
. Handcarts with 6 bins.
. Electric/battery driven vehicles with tipping arrangement.
. 4 wheeler vehicles with 1 cum container and tipping arrangement.
. 3 cum containers.
. 1.1 cum containers.
2.Procurement of vehicles and equipments for secondary collection of municipal solid
waste including transportation like:
. Movable refusc garbage Compactor of capacity 14 cum.







.Mechanical road sweeping machines.

13

Land Required under Project and Status of Land
availability

Land is available SWM project
undertaken by AMC under their own
funds.

14

Estimated Cost (proposed)

Rs, 1469.59 Lakhs

Appraised Cost

15

Timeliness for implementation (please attach
detailed bar chart)

12 months. No bar charts is required

16

Funding Pattern

ADB assisted NERCCDIP Tranche 3

17

Whether the project (or part of the project) has
been taken up earlier through any other scheme?
If Yes please provide detail of components of the
project taken up. Amount sanctioned and
expenditure

No
Project of SWM landfill site is in progress
under separately funds arranged by AMC.

18 | Implementing Agency SIPMIU, Agartala
19 [ Annual 0 & M Expenditure (Rs. Lakh) Existing & Proposed (year.........)
2013-14 2014-15 2015-16 2016-17 2017-18
Existing - - - -
Proposed - -
20 | Agency Responsible for 0 & M Agartala Municipal Council
21 { Charge for Solid Waste Management
- Existing Rs. 30 per HH
- Proposed (year) 30 Years (increased with nominal cost

escalation) *Rs 30 per HH with 5% and
above increase annually.

22 | Revenue generation (Rs. Lakh) Existing & Proposed [year.........)
Tax Revenue ; AMC - All sectors Rs. Lakh
2012-13 | 2013-14 | 2014-15 2015-16 2014-15 | 2015-16
Existing NA - - -
Proposed

*Revenue from all sectors except SWM, since there is no generation of SWM till date.
**Revenue generation from sale of compost and recyclable and user charges excluding

property tax.

CPHEE(Q's Technical Comments:

CPHEEO comments and their compliance

b

¢. SLSC approvals note available

d. State and ULB Share & budget (in INR
Lakh)

23 are attached as Annexure-2.
SLSC Approval Detail: NA for NERUDP
a. Approval Date
24 . Approval Letter No

25

List anticipated hindrances in project
implementation and measures for solutions

- Finalisation of Tender Packages &
Tenders
- Introduce standard PPP Structure

26

Whether the project is recommended for
sanctioning or not (Y/N).

Yes

B?

If not, pleasc mention reasons and area for
improving DPR

Notapplicable

|

ToFw
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Package No.

Name of Package

Status

Environmental
Compliance

Safeguards

Actions

Primary Mains {Rising Mains)

pipe laid.

and EMP approved by ADB and
included in bidding and contract
documents. |IEE posted cn ADB
website. Safeguard orientation
training program conducted
before start of construction. Al
site NOCs obtained. Safeguard
orientation training program
conducted hefore start of
construction. SIPMIU submitted
to ADB SEMR on EMP
compliance.

8. | Tranche2 - Construction of Service 7 Nas. under construction, of | CFE not required. Draft IEE and | Submit final IEE to ADB for
AGT/{WS- Reservoirs, 9 Nos. Raft Type | remaining 2, design EMP approved by ADB and review and approval. Conduct
09Y/ICB/11/7 out of total 14 Nos completed and approved. included in bidding and contract | contractors training on EMP

{lot- 1) Work suspended/siow. documents. IEE posted on ADB | implementation. Closely
website. Safeguard orientation moenitor EMP implementation,
training program conducted specifically occupational
hefore start of construction. All health and safety, public
site NOCs obtained. Safeguard | gafety arrangement, and
orientation training program disposal of overburden
conducted before start of materials. Include in SEMR
construction. SIPMIU submitted (covering period Jan-Jun 2015)
to ADB SEMR on EMP response o ADB comments on
compliance. previous monitoring reports.

9. | Tranche 2 - Construction of Setvice 2 nos. design approved and CFE not required. Updated IEE | Disclese final IEE in SIPMIU
AGT/(WS- Reserveirs, 5 Nos Pile Type under construction. Piling with | and EMP approved by ADB and | website. Closely monitor EMP
09}ICB{11/7 out of total of 14 nos. (Lot- 2) | pile cap of one OHSR has included in bidding and contract | implementation, specifically

been presently suspended. documents. |EE posted on ADB occupational health and
website. Safeguard orientation safety, public safety
training program conducted arrangement, disposal of
before start of construction. All overburden materials, conduct
site NOCs ouﬁmm:ma. Safeguard | 44 gite air quality and noise
orientation training program level monitoring. Include in
oo_._n_:oﬁmn befora start of SEMR (covering period Jan-Jun
construction. SIPMIU submitted 2015) response to ADB
to ADB SEMR on EMP comments on previous
compiiance. menitoring reports.

10. | Tranche 2 - Procurement of 59km DI Supply completed. No civil warks thus no I(EE/EMP | Not applicable
AGT/WS- Pipes for Laying of Rising prepared for the project.
10/1/1CB/M11/4 Mains in_Agartala City

11. | Tranche 2-WS-06 | Laying of 59 Kms of new Wark commenced. & 12 Km CFE not required. Updated IEE | Disclose final iEE in SIPMIU

website, Closely monitor EMP
implementation, specifically
occupational health and
safety, public safety
arrangement, dispasal of
overburden materizls and
construction wastes, ete.
Consult affected communities
continuously. Provide
signboards to include contact
persons from contractors,







Package No. Name of Package Status Environmental Safeguards | Actions
Compliance
before start of construction. All
site NOCs aobtained. Safeguard
origntation training program
conducted before start of
censtruction. SIPMIU submitted
to ADB SEMR on EMP
compliance.
3. | Tranche 1 - WM1ANS/AIZT1/NCB-2 Completed No civil works thus no IEE/EMP | Not applicabe
Supply, Installation, prepared for the project.
Tesfing and
Commissioning of
15000 nos. of
Water Meters
4, | Tranche 2 - EM&S/WSIAIZ/T2{NCB-1 Instaltations complete and No civil works thus no |EE/EMP | Not applicabie
Supply, Installation ready for testing. prepared for the project.
& Commissioning
of Booster Pumps
5. | Tranche 2 — GLRMWSIAIZIT2/NCB-3 3 reservoirs completed & CFE not required. Updated |EE | (nclude in SEMR {covering
Consiruction of 3 handing over to the and EMP approved by ADB and | period Jan-Jun 2015) post-
Nos. Water concerned department is in included in bidding and contract | construction clean-up and
Reservoirs progress. documents. |EE posted on ADB | response to ADB comments on
website. Safeguard orientation previous monitoring reports.
fraining pregram conducted
before stert of constructior. Ali
site NOCs obtained. Safeguard
orientation training program
conducted before start of
construction. SIPMIU submitted
to ADB SEMR on EMP
compliance.
6. | Tranche 2 — WM1MWS/AIZT2ICB-1 18000 domestic meters and No civil works thus no IEE/EMP | Not applicable
Purchase & 39 nos. Bulk meters instailed. | prepared for the project.
Installation of Bulk
& Domestic Water
Meters
7. | Tranche 2 - SCM/SEW/AIZ/T2/NCB-2 Commissioned No civi{ works thus no IEE/EMP | Not applicable
Supply, Installation prepared for the project.
& Commissioning
of Cesspoal

Cleaner
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ANNEX 8: SAFEGUARD DOCUMENTS

(To be provided, available upon request)



Appendix 6

Project Administration Manual

Project Number: 35290-043
Loan No.: LXXXX
November 2015

India: North Eastern Region Capital Cities
Development Investment Program (Tranche 3)



CONTENTS

ABBREVIATIONS

VI.

VII.

VIII.

PROJECT DESCRIPTION

A. Project’'s Rationale, Location and Beneficiaries
B. Impact and Outcome

C. Outputs

IMPLEMENTATION PLANS

A Project Readiness Activities

B. Overall Project Implementation Plan
PROJECT MANAGEMENT ARRANGEMENTS

A. Project Implementation Organizations — Roles and Responsibilities
B. Key Persons Involved in Implementation

C. Project Organization Structure

COSTS AND FINANCING

A. Detailed Cost Estimates by Expenditure Category
C. Allocation and Withdrawal of Loan Proceeds
D. Detailed Cost Estimates by Financier

E. Detailed Cost Estimates by Outputs

F. Detailed Cost Estimates by Year

G. Contract and Disbursement S-Curve

H. Fund Flow Diagram

FINANCIAL MANAGEMENT

A. Financial Management Assessment

B. Disbursement

C. Accounting

D. Auditing

PROCUREMENT AND CONSULTING SERVICES

A. Advance Contracting and Retroactive Financing

B. Procurement of Goods, Works and Consulting Services

C. Procurement Plan

D. Process Thresholds, Review, and 18-Month Procurement Plan
E. Indicative List of Packages Required Under the Project

F. List of Awarded and On-going, and Completed Contracts

G. Non-ADB Financing

H. Consultant's ToRs

SAFEGUARDS

A. Environmental Safeguards

B. Involuntary Resettlement & Indigenous People (Social Safeguards)

GENDER AND SOCIAL DIMENSIONS

PERFORMANCE MONITORING, EVALUATION, REPORTING AND COMMUNICATION

A Project Design and Monitoring Framework
B. Monitoring

C. Evaluation

D. Reporting

E. Stakeholder Communication Strategy

Page

© OO wW w R W G U —

—_
- O ©

—_
N

—_ ok —d kol e
oNOOOTA~Pp W

—_
O

NN =
NDMNDDN ©

N
AN

NDNDDNDNDNDNDND N
© OO~ b

W WwWw w
w —+ 0O o

w
~

ABADOW
- OO -~



X. ANTICORRUPTION POLICY 41

XI. ACCOUNTABILITY MECHANISM 42
XIl. RECORD OF PAM CHANGES 42
LIST OF APPENDIXES

Appendix 1: Outline Terms of Reference for Consultants 43
Appendix 2: Updated Summary Poverty Reduction and Social Strategy 54
Appendix 3: Outline of Social Safeguards Monitoring Report during Project Implementation Period 58
Appendix 4: Consultation and Participation Plan for Project 3 59

Appendix 5: GAP Implementation Quarterly Progress Update Format for Project 3 62



Project Administration Manual Purpose and Process

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

The Ministry of Urban Development (MOUD), the national-level executing agency, and the Urban
Development Departments (UDD) of Tripura and the Urban Development and Poverty Alleviation
Department (UD&PAD) for Mizoram, the state-level executing agencies, and the State Investment
Program Management and Implementation Units (SIPMUIs) for Agartala, Tripura, and Aizawl, Mizoram,
the implementing agencies, are wholly responsible for the implementation of this project, as agreed
jointly between the borrower and ADB, and in accordance with Government and ADB’s policies and
procedures. ADB staff is responsible to support implementation including compliance by these agencies
of their obligations and responsibilities for project implementation in accordance with ADB’s policies and
procedures.

At Loan Negotiations the borrower and ADB shall agree to the PAM and ensure consistency with the
Loan agreement. Such agreement shall be reflected in the minutes of the Loan Negotiations. In the
event of any discrepancy or contradiction between the PAM and the Loan Agreement, the provisions of
the Loan Agreement shall prevail.

After ADB Board approval of the project's Report and Recommendation of the President (RRP) to the
Board of Directors changes in implementation arrangements are subject to agreement and approval
pursuant to relevant Government and ADB administrative procedures (including the Project
Administration Instructions) and upon such approval they will be subsequently incorporated in the PAM.




ABBREVIATIONS

ADB = Asian Development Bank

ADF = Asian Development Fund

APFS = audited project financial statements

CQS = consultant qualification selection

DMF = design and monitoring framework

EARF = environmental assessment and review framework

EIA = environmental impact assessment

EMP = environmental management plan

ESMS = environmental and social management system

GACAP = governance and anticorruption action plan

GDP = gross domestic product

ICB = international competitive bidding

IEE = initial environmental examination

IPP = indigenous people plan

IPPF = indigenous people planning framework

LAR = land acquisition and resettlement

LIBOR = London interbank offered rate

NCB = national competitive bidding

NGOs = nongovernment organizations

PAI = project administration instructions

PAM = project administration manual

PIU = project implementation unit

QBS = quality based selection

QCBS = quality- and cost based selection

RRP = report and recommendation of the President to
the Board

SBD = standard bidding documents

SEA = State Executing Agency

SOE = statement of expenditure

SPRSS = summary poverty reduction and social strategy

SPS = Safeguard Policy Statement

TOR terms of reference






. PROJECT DESCRIPTION
A. Project’s Rationale, Location and Beneficiaries

1. On 23 June 2009 the Asian Development Bank (ADB) approved the multitranche
financing facility for the North Eastern Region Capital Cities Development Investment Program
(NERCCDIP), or the Investment Program, for an amount not exceeding $200 million.
NERCCDIP supports the Government of India’s strategy to provide sustainable urban
infrastructure and services leading to better quality of life for people in the capitals of five North
Eastern Region (NER) states, namely Agartala (Tripura), Aizawl (Mizoram), Gangtok (Sikkim),
Kohima (Nagaland), and Shillong (Meghalaya)." NERCCDIP physical investments include
improvements to water supply, sanitation (including sewerage), and solid waste management
(SWM) infrastructure, coupled with non-physical investment to support urban governance,
finance, service delivery reforms, capacity building, and program implementation.

2. Two tranches have been approved under NERCCDIP; $30 million (Project 1) was
approved on 1 July 2009 and became effective on 19 November 2009, and $72 million (Project
2) was approved on 16 December 2011 and became effective on 19 February 2013.2 Financial
closing dates are 30 April 2016 for Project 1 and 30 June 2018 for Project 2, and the
multitranche financing facility availability period ends on 22 June 2019. Projects 1 and 2
included subprojects for improvements in (i) water supply in Agartala, Aizawl, Gangtok, and
Kohima; (i) SWM in Gangtok, Kohima, and Shillong; (iii) sewerage in Aizawl and septage
management in Kohima; and (iv) urban governance, financial management, and service delivery
reforms in all five states. Project 3 will include physical investments in water supply, SWM, and
sanitation in Agartala and Aizawl, and non-physical investments to support project
implementation and reforms in these cities. Agartala and Aizawl were selected based on their
urban reform progress and implementation performance for projects 1 and 2, following the
agreed NERCCDIP framework financing agreement (FFA). The national executing agency, the
Ministry of Urban Development (MOUD), on behalf of itself and the state executing agencies
(SEAs)—Urban Development Department, Tripura, and Urban Development and Poverty
Alleviation Department, Mizoram—submitted the periodic financing request (PFR) for
NERCCDIP Tranche 3 (Project 3) on 26 June 2015, amounting to $80 million, through the
Department of Economic Affairs in India’s Ministry of Finance (Appendix 5 of the PFR Report).

B. Impact and Outcome

3. The impact will be improved environment and well-being of urban residents in the
program cities (defined by Investment Program). The outcome will be increased access to
sustainable and improved urban services in Agartala and Aizawl.

C. Outputs

4. The outputs of Project 3 will be: (i) water supply infrastructure constructed and
rehabilitated; (ii) sanitation infrastructure constructed; (iii) solid waste management
infrastructure constructed; and (iv) capacity for project implementation and service delivery
improved.

' Referred to as the Investment Program cities and states.
2 $4.5 million was cancelled from Project 1 on 5 September 2012 on the government’s request while $12 million was
cancelled from Project 2 on the government’s request effective 11 November 2013.



5. The details of the project outputs are as follows:

(i) Output 1 (water supply infrastructure constructed and rehabilitated)
includes: for Aizawl, (a) intake and 37 million of liters per day (MLD) water
treatment plant (WTP) constructed; (b) about 20 kilometers (km) of pumping
mains constructed; (c) 9 storage reservoirs (3 MLD) constructed; (d) 4 MLD rain-
water harvesting unit constructed; and (e) about 31 km of feeder mains
constructed; for Agartala, (f) 31 MLD WTP rehabilitated, and (g) 12 deep
tubewells (8 MLD) constructed; for both cities, (h) 30 bulk water meters in
Agartala and 43 in Aizawl installed, and (i) distribution network, about 178 km in
Agartala and 224 km in Aizawl, rehabilitated and expanded.

(i) Output 2 (sanitation infrastructure constructed) includes: (a) 5,290 additional
households provided with decentralized septage management in Aizawl, and (b)
septage treatment plant of 1 MLD capacity constructed in Agartala.

(iii) Output 3 (solid waste management infrastructure constructed and
rehabilitated) includes: for Aizawl, (a) two resource centers, 37 metric ton per
day each, constructed; (b) two vermi compost plants, of 11 tonnes per day (TPD)
capacity, constructed; (c) one mechanical compost plant (50 TPD) constructed;
(d) about 20,000 of m? sanitary landfill constructed, and (e) 54 SWM collection
and compaction vehicles procured; and for Agartala, (f) 151 SWM collection and
compaction vehicles procured.

(iv) Output 4 (capacity for project implementation and service delivery
improved) includes (a) area-based property tax reforms implemented, and the
assessed properties increased to 70% in Project 3 cities; (b) Aizawl Municipal
Council's (AzMC’s) and Agartala Municipal Corporation’s (AMC’s) water and
sanitation divisions ring-fenced and recovering 60%—100% of their operation and
maintenance (O&M) costs; (c) 100% SIPMIUs’ and Investment Program
Coordination Cell staff trained to adequately perform their jobs, covering
construction management, procurement, safeguards, and gender equality; and
(d) a single-window cell established for Aizawl’s septage management.®

8 Single-window cell will be a common platform, established under AzMC’s sanitation division, to receive and
process requests for emptying—and overall O&M of—the city’s septage management system.



IMPLEMENTATION PLANS

A. Project Readiness Activities
Milestones Responsible 2015 2016
Agency Apr May Jun  Jul Aug Sep  Oct Nov Dec |Jan Feb
Advance contracting actions
Surveys and detailed design of | SIPMIUs, UDD, _
all subprojects completed UD&PAD, MOUD
e Tendering of 30% of SIPMIUs, UDD,
the subprojects UD&PAD, MOUD X
completed
e Tendering of all SIPMIUs, UDD, X
subprojects completed | UD&PAD, MOUD
ADB loan due diligence ADB X
mission fielding
Loan negotiations ADB, MOUD, X
uDD, UD&PAD
ADB Management approval ADB X
Signing of Loan agreement ADB, DEA,
MOUD, UDD, X
UD&PAD
Government legal opinion ADB, DEA,
provided MOUD, UDD, X
UD&PAD
Government budget inclusion MOUD X X
Loan effectiveness ADB, DEA X

ADB = Asian Development Bank; DEA = Department of Economic Affairs; MOUD = Ministry of Urban Development; PIU = project implementation unit; SIPMIU =
State Investment Program Management and Implementation Unit; UDD = Urban Development Department; UD&PAD = Urban Development and Poverty
Alleviation Department.



Project Readiness Checklist of the Government of India

SI. Milestones Action Points Responsible | Action taken
No Agency
1 Before loan fact-
finding mission of
ADB
1.1 Feasibility study report and States/MOUD | completed
preliminary design completed
2 Before loan 2.1 Concurrence of the line MOUD/DEA completed
appraisal mission | Ministry/Competent Authority
of ADB
2.2 Approval under FRBM Act from DEA completed
Dept. of Expenditure
2.3 Approval for Govt of India completed
guarantee by Budget Division, if
required
2.3 Approval for Govt of India DEA completed
guarantee by Budget Division, if
required
2.4 Commitment to provide MOUD completed
counterpart funds
2.5 Budgeting for at least 30% of land completed
acquisition and resettlement MOUD/States
requirements completed, if any
2.6 Designation of SIPMIU/IPCC staff | States/MOUD | completed
completed and core staff for the
project assigned
2.7 Procurement plan for the project ADB/ completed
detailing contract packages, modes of | MOUD/States
procurement, pre-requisites for
awarding the contracts, approval flow
chart, decision making structure and
schedule for each contract be in place
2.8 Terms of reference (ToR) for all ADB/ ongoing
consultancy contracts are prepared MOUD/States
and approved/reviewed by ADB
2.9 Environmental Management Plan | ADB/ completed
(EMP) for the first two years of project | MOUD/States
implementation be finalized. Complete
IEE/EIA and secure ADB approval
2.10 Relief & Resettlement Plan for ADB/ completed
the first two years of the project MOUD/States
implementation should be finalized
and confirmation regarding R&R
activities are aligned with the
Procurement Plan be conveyed
3 Before loan 3.1 Bidding documents for all ADB/ ongoing
negotiations contracts, including criteria for MOUD/States

consultant recruitment and
procurement, to be awarded during
first 12 months of project
implementation should be prepared,
approved and issued. Issue of RFP
for consultants and calling of bids for




Sl. Milestones Action Points Responsible | Action taken
No Agency
civil works.
3.2 Project Implementation Plan / ADB/ completed
Administration Manual / Memorandum | MOUD/States
covering scope, organization and its
ToR, procurement, budgeting,
disbursement, reporting and auditing
arrangements be finalized
3.3 At least 50% of land acquisition (if | States/MOUD | completed
required) to be completed
3.4 Establish (a) financial ADB/ completed
management system (b) auditing States/MOUD
arrangement (c) fund flow
arrangement (d) system of oversight
3.5 All Statutory clearances like States ongoing
environment / forest clearances to be
in place
3.6 Administrative clearances for States ongoing
temporary use of land i.e. right of way
taken
3.7 Administrative approval for shifting | States ongoing
of utilities taken
3.8 At least 30% of the tendering work | ADB/ ongoing
should be completed for awarding MOUD/States
3.9 Provision of budget for project MOUD/States | ongoing
implementation in first financial year
4 Before loan 4.1 Award of contracts for consultancy | ADB/ ongoing
signing services to be completed and at least | MOUD/States
30% contracts for civil works to be
awarded within a month after loan
signing
5 Before loan 5.1 Dedicated PIUs to be established, | EA completed
effectiveness if need be.
5.2 Legal opinions taken DEA/MOUD Not yet due
ADB Asian Development Bank; DEA = Department of Economic Affairs; EA = executing agency;

EIA = environmental impact assessment; EMP = environmental management plan; FRBM = fiscal responsibility
and budget management; IEE = initial environmental assessment; MOUD = Ministry of Urban Development;
PIU = project implementation unit; PPTA = project preparatory technical assistance; RFP = request for proposal



B. Overall Project Implementation Plan
2015 2016 2017 2018*
Output and Activities Q2 \ Q3 \ Q4 Q1 \ Q2 \ Q3 \ Q4 Q1 \ Q2 \ Q3 \ Q4 Q1 \ Q2 \ Q3 \ Q4

For
Out

Aizawl| & Agartala

ut 1: Water Supply Infrastructure constructed and rehabilitated

Feedermain & Distribution Networks including bulk meter

Tendering

Award of Contract

Implementation of
works/Commissioning

Construction of 9 nos. of water reservoirs with a

Tendering

Award of Contract

llied services and construction of rain water harvesting

Implementation of
works/Commissioning

Preparation of Water Management Plan including SCADA installation

Tendering

Award of Contract

Implementation of
works/Commissioning

37 MLD water supply augmentation

Tendering

Award of Contract

& water treatment plant

Implementation of
works/Commissioning

WS distribution network

Tendering

Award of Contract

improvement in Central

Zo

ne,

Implementation of
works/Commissioning

For
Out

Aizawl| & Agartala

ut 2: Sanitation infrastructure constructed

Pilot bio-digester

Tendering

Award of Contract

Implementation of
works/Commissioning

* Though physical activities are expected to be completed by 22 December 2018, financial closure will be done by 22 June 2019.




Output and Activities

2016

2018’

a1 | a2 | o3 | aa

o]

| @2 | a3 |

Q4

Septage Management

Tendering

Award of Contract

Implementation of
works/Commissioning

Pilot package Aerate Wastewater Treatment Plant

Tendering

Award of Contract

Johkasou System

Implementation of
works/Commissioning

For Aizawl

Output 3: SWM infrastructure constructed and rehabilitated

Procurement of Dustbin

Tendering

Award of Contract

Implementation of supply
and delivery

10

Procurement of vehicle for transportation of waste

Tendering

Award of Contract

Implementation of supply
and delivery

11

Procurement of wheel barrows

Tendering

Award of Contract

Implementation of supply
and delivery

12

Procurement of protection materials such as

Tendering

Award of Contract

gloves, boots, uniforms for waste collectors, sweepers, etc.

Implementation of supply
and delivery

13

Compost plant, resource center, and sanitary landfi

Il construction

Tendering

Award of Contract




2016

2018’

Output and Activities Q2 ‘ Q3 ‘ Q4 Q1 ‘ Q2 ‘ Q3 ‘ Q4

Q1

| @2 | a3

Q4

Implementation of
works/Commissioning

For Aizaw! & Agartala

Output 4: Capacity for Project implementation and service delivery capacity i

mproved

14

DSMC for Aizawl

Tendering

Award of Contract

Engagement of services

15

DSMC for Agartala

Tendering

Award of Contract

Engagement of services

DSMC = Design Supervision and Management Consultants; MLD = millions of liters per day; SCADA = supervisory control and data acquisition; SWM = solid

waste management; WS = water supply




A.

lil. PROJECT MANAGEMENT ARRANGEMENTS
Project Implementation Organizations — Roles and Responsibilities

Project implementation Management Roles and Responsibilities
organizations

National-level Executing Ministry of Urban Development (MOUD)
Agency

State-level Executing Agency 1 Urban Development Department (UDD)
State-level Executing Agency 2 Urban Development and Poverty Alleviation Department
(UD&PAD)
> assume overall responsibility for the execution of the
MFF and reporting;
» engage adequate permanent or fixed-term staff to
implement the MFF;
> setup a state-level project management unit and
project implementation units;
» provide overall strategic guidance on technical
supervision and project execution; and
» ensure overall compliance with the loan covenants.

Implementing Agencies State Investment Programme Management and
Implementation Units (SIPMIUs) in Agartala and Aizawl

project planning and budgeting;

day-to-day assistance, supervision and guidance for

the project implementation units and their consultants;

review subprojects for due diligence requirements and

approve subproject proposals;

bidding, evaluation and contract award;

responsible for managing disbursement for the project

review compliance with loan covenants, contract

specifications, work plans and quality control;

consolidate and submit progress reports, finance and

accounting/ audit reports, and matters requiring

higher-level decision to ADB.

loan processing activities and signing of loan

agreement;

procurement supervision;

disbursement;

project administration reviews and missions;

reviewing compliance with loan covenants;

change in project scope or implementation

arrangements, if required; and

re-allocation of loan proceeds, if required.

VVYVY V VYV

A\

ADB

VVVVYVY V

A\

ADB = Asian Development Bank; MOUD = Ministry of Urban Development; SIPMIU = State Investment Program
Management and Implementation Unit; UD&PAD = Urban Development and Poverty Alleviation Department;
UDD = Urban Development Department.
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B. Key Persons Involved in Implementation

National-level Executing
Agency
Ministry of Urban Development

State-level Executing Agency
Urban Development
Department

Agartala, Tripura

Urban Development and
Poverty Alleviation Department
Aizawl, Mizoram

ADB

Urban Development and Water
Division, South Asia
Department

Mission Leader

Officer's Name:

Position:
Telephone:
Email address:

Office Address:

Officer's Name:

Position:
Telephone:
Email address:

Office Address:

Officer's Name:

Position:
Telephone:
Email address:

Office Address:

Officer's Name:

Position:
Telephone:
Email address:

Office Address:

Officer's Name:

Position:
Telephone:
Email address:

Office Address:

Officer's Name:

Position:
Telephone:
Email address:

Office Address:

Staff Name:
Position:
Telephone:
Email address:

Staff Name:
Position:
Telephone:
Email address:

Mr. Neeraj Mandloi
Joint Secretary (UD)
+91-11-2306-3255

[sud@nic.in
Nirman, Bhawan, New Delhi

Mr. Parmod Kumar

Director (UD)
+91-11-2306-2195
dirud-mud@nic.in

Nirman, Bhawan, New Delhi

Mr. L. Ranjan

Principal Secretary, UDD & Health
0381-232-5058
sudipkin@yahoo.com

Urban Development Department
New Secretariat Complex
Agartala Tripura 799006

Mr. K.D Chowdhury, IAS

Project Director, SIPMIU (Agartala)
+91 381 232 9301/0174
sipmiutripura@gmail.com

SIPMIU, ADB-Assisted

NERCCDIP, 2™ Floor Khadya Bhavan
Government of Tripura

Office Lane, Agartala, India 799006

Dr. C. Vanlalramsanga,

Secretary, UD&PAD

+91-389-232-2123
udpamizoram@gmail.com

New Secretarial, Complex, Aizawl 796001

Mr. Valbuanga

Project Director, SIPMIU (Aizawl)
+91-0389-2340337
pdazl07@gmail.com

U-5/A, Vega Studio, Laipuitlang, Aizawl

Mr. Sekhar Bonu
Director
+632 632-5428

sbonu@adb.or

Ms. Neeta Pokhrel

Senior Urban Development Specialist
+632 632-1408

npokhrel@adb.org



mailto:dirud-mud@nic.in
mailto:dirud-mud@nic.in
mailto:sudipkin@yahoo.com
mailto:sipmiutripura@gmail.com
mailto:udpamizoram@gmail.com
mailto:pdazl07@gmail.com
mailto:sbonu@adb.org
mailto:npokhrel@adb.org

C. Project Organization Structure
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6. Project 3 organizational structure showing the reporting lines and key organizations involved in implementation, and same as
for overall NERCCDIP, is shown in Figure 1.

__Figure 1: Project 3 Organization Chart _

MOUD
Government of India

National Steering
Committee

Chair: Secretary (MOUD),
Urban Secretaries of 5
States, JS (UD), MODNEF
and DEA representatives

State Level
Tripura Mizoram

!

IPPC

Headed by Program Investment Manager
Staff: Administrative, Financial, Technical

State level Investment Program
Empowered Committees
Chair: SEA Secretary

ULB, UDD, PHED, PWD, DOF, PD

J

State Steering Committee
Chair: Chief Secretary
ULB, UDD, PHED, PWD,
DOF SPCB, PD

!

SIPMIUSs)

DSMCs ==+ Headed by PDs

Engineering

(Water Supply, (Slgrf\i?r%?::;nt and Urban MIS Administrative
Sanitation, Solid Waste Social) Reforms & Finance
Management)

Supported by Technical and Administrative Staff

Central Level

D CUT TP PMMC
Supported
by ------------------- -
State Level
IDCs

DEA = Department of Economic Affairs; DOF = Department of Finance; DSMC = Design, Supervision and Management Consultant; IDC = institutional development consultant; IPCC = Investment
Program Coordination Cell; MDONER = Ministry of Development of North Easter Region; MOUD = Ministry of Urban Development; PD = Project Director; PHED = Public Health Engineering
Department; ; PMMC = program management and monitoring consultant; PWD = Public Works Department; SEA = state level executing agency; SIPMIU = State Investment Program
Management and Implementation Unit; SPCB = State Pollution Control Board; UD = Urban Development; UDD = Urban Development Department; ULB = urban local body
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Iv. COSTS AND FINANCING
7. Project 3 is expected to cost $114million, and its investment plan is shown in Table 1.°

Table 1: Investment Plan ($ million)

Item Amount °
A. Base Cost °

1. Water supply infrastructure construction and rehabilitation 79.59

2. Solid waste management infrastructure construction and rehabilitation 8.60

3. Sanitation infrastructure construction 7.36

4. Project implementation and service delivery capacity improvement 6.12

Subtotal (A) 101.67

B. Contingencies® 7.84

C. Financing Charges During Implementation® 4.49

Total (A+B+C) 114.00

Includes taxes and duties of $10.11 million to be financed from government sources and the Asian Development
Bank (ADB) as cash contribution. Exchange rate of Rs 61.00 = $1.00 has been applied.

In mid-2015 prices.

Physical contingencies computed at 3.0%. Price contingencies computed at 0.3% to 1.5% on foreign exchange
costs and 6.5% to 7.5% on local currency costs, following ADB-published escalation rates at
http://Inadbg1.asaindevbank.org/erd004p.nsf; includes provision for potential exchange rate fluctuation 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 fixed USD swap rate plus a spread of 50 basis point effective contractual spread. Commitment charges for
the ADB ordinary capital resource loan are 0.15% per year to be charged on the undisbursed loan amount.
Source: Asian Development Bank estimates

8. On 24 June 2015, the government submitted a PFR requesting a loan of $80 million
from ADB’s ordinary capital resources to help finance Project 3. The loan will have a 20-year
term, including a 5-year grace period, an annual interest rate determined following ADB’s
London interbank offered rate-based lending facility, a commitment charge of 0.15% per year,
and such other terms and conditions as set forth in the loan and project agreements.® The
financing plan is in Table 2. The ADB loan will partly finance (i) civil works and equipment for
water supply, sanitation and SWM infrastructure in Agartala and Aizawl; (ii) consulting services;
(iii) capacity building; and (iv) project administration costs. The government has provided ADB
with (i) reasons for its decision to borrow under ADB’s London interbank offered rate-based
lending facility based on the terms and conditions, and (ii) an undertaking that the choice was its
own decision and not made based on any communication or advice from ADB.

Table 2: Project 3 Financing Plan

Amount Share of

Source ($ million) Total (%)
Asian Development Bank 80.0 70.00
Government 34.0 30.00
Total 114.0 100.00

Source: Asian Development Bank estimates

® The cost estimates have been prepared by ADB consultants and staff, based on information from the SIPMIUs and
MOUD, in particular the Detailed Project Report (DPR) and the draft procurement plan. The cost estimate model
was prepared using Microsoft Excel, is available with the project team and the SIPMIUs.

& Wil follow the straight line method of repayment. The average maturity is 12.75 years, and the maturity premium
payable to ADB is 0.0% per annum.


http://lnadbg1.asaindevbank.org/erd004p.nsf

A. Detailed Cost Estimates by Expenditure Category

($ Million)
Gross Net Tax % of Gross Base
Costs
A. Investment Costs
1 Civil Works and Equipment 95.55 86.73 8.82 93.98%
2 Resettlement 0.33 0.33 0.00 0.32%
Consultants — Project management and capacity 418 367 0.51 4.11%
3 development
Subtotal (A) 100.06 90.74 9.33 98.42%
B. Recurrent Costs — Project Management 1.61 1.61 0.00 1.58%
Total Base Cost 101.67 92.35 9.33 100.0%
C. Contingencies
1 Physical 3.06 2.75 0.31 3.01%
2 Price 4.78 4.30 0.48 4.70%
Subtotal (C) 7.84 7.06 0.78 7.71%
D. Financing Charges During Implementation 4.49 4.49 0.00 4.42%
Total Project Cost (A+B+C+D) 114.00 103.89 10.11 112.13%
% of Total Project Cost 100.0% 91.1% 8.9%

? Includes taxes and duties of $10.11
applied.

® |In mid-2015 prices.

¢ Physical contingencies computed at 3%. Price contingencies computed at 0.3% to 1.5% on foreign exchange costs and 6.5% to 7.5% on local
currency costs in line with escalation rates published by ADB at http://Inadbg1.asaindevbank.org/erd004p.nsf ; includes provision for potential
exchange rate fluctuation under the assumption of a purchasing power parity exchange rate.
4 Includes interest and commitment charges. Interest during construction for ADB loan(s) has been computed at the 5-year forward London
interbank offered rate plus a spread of 0.5%. Commitment charges for the ADB OCR loan are 0.15% per year to be charged on the undisbursed
loan amount.

million to be financed from government sources and ADB. Exchange rate of INR 61 = $ 1.00 has been

13
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C. Allocation and Withdrawal of Loan Proceeds
No. ltem Total Amount Allocated for ADB  Basis for Withdrawal from the
Financing Loan Account
(OCR) Category
1 CIVI|. Works and 74.764.500 79..0 percent of total expenditure
Equipment/Goods claimed
Consultancy Services and 86.7 percent of total expenditure
2 Capacity Building 3,625,500 claimed
3 Project Management — 1,610,000 1OQ percent of total expenditure
Recurrent Costs claimed
4 Unallocated 0
Total 80,000,000
D. Detailed Cost Estimates by Financier
ADB Government
% of Cost Amount a % of Cost
Amount Category (Costs) Taxes Total Category Total Cost
Item
A. Investment Costs
1 Civil Works and Equipment/Goods 74.76 79.0% 11.23 9.56 20.79 21.8% 95.55
2 Resettlement 0.00 0.0% 0.33 0.00 0.33 100.0% 0.33
Consultants — Project management and 3.62 86.7% 0.0 0.56 0.56 13.3% 4.18
3  capacity development
Subtotal (A) 78.39 78.3% 11.56 10.11 21.67 21.7% 100.06
B. Recurrent Costs — Project Management® 1.61 100.0% 0.0 0.00 0.0 0.0% 1.61
Total Base Cost 80.00 78.7% 11.56 10.11 21.67 21.3% 101.67
C. Contingencies 0.00 0.0% 7.74 0.00 7.74 100.0% 7.74
D. Financing Charges During Implementation 0.00 0.0% 4.49 0.00 4.49 100.0% 4.49
Total Project Cost (A+B+C+D) 80.00 70.0% 23.89 10.11 34.00 30.0% 114.00
% Total Project Cost 70% 30% 100%

@ Taxes and duties of $10.11 million to be financed from government resources by cash contribution and ADB. The following principles will be used to determine the amount
of taxes and duties to be financed in Project 3: (i) the amount will be within the reasonable threshold identified during the CPS preparation process, (ii) the amount will not
represent an excessive share of Project 3 investment plan, (iii) the taxes and duties apply only to ADB-financed expenditures, and (iv) the financing of the taxes and duties
is material and relevant to the success of Project 3

® Includes salaries of staff, office, travel expenses of SIPMIUs and MoUD.



E. Detailed Cost Estimates by Outputs

($ million)
Output1 - Water  outputz-sww  OU[pUL-Seplaoe - Oleut 5 Progran
Supply Infrastructure Infrastructure Infrastructure Capacity Building
% of
o, (<)

Total Cost Amount Z/)oatoef %;)St Amount é"a?; %‘:St Amount Cost Amount éoa?ef %?St
ltem gory gory Category gory
A. Investment Costs®

Civil Works and o o o o
1 Equipment 95.55 79.59 83.3% 8.60 9.0% 7.36 7.7% 0.00 0.0%
2 Resettlement 0.33 0.00 0.0% 0.00 0.0% 0.00 0.0% 0.33 100.0%
Consultants — Project
management and 4.18 0.00 0.0% 0.00 0.0% 0.00 0.0% 418 100.0%
3 capacity development
Subtotal (A) 100.6 79.59 79.3% 8.60 8.6% 7.36 7.3% 4.51 4.8%
Recurrent Costs — Project o
B. Management® 1.61 0.00 0.0% 0.00 0.0% 0.00 0.0% 1.61 100.0%
Total Base Cost 101.67 79.59 78.3% 8.60 8.5% 7.36 7.2% 6.12 6.0%
C. Contingencies
1 Physical® 3.06 2.39 78.0% 0.26 8.5% 0.22 7.2% 0.20 6.4%
2 Price? 4.78 3.73 78.0% 0.41 8.5% 0.34 7.2% 0.31 6.4%
Subtotal (C) 7.84 6.12 78.0% 0.67 8.5% 0.56 7.2% 0.50 6.4%
Financing Charges During
p. Implementation - Interest 4.49 350  780%  0.38 85% 032  7.2% 0.29 6.4%

During Implementation and
commitment charges °

Total Project Cost (A+B+C+D) 114.00 89.21 78.3% 9.65 8.5% 8.25 7.2% 6.91 6.1%

SWM =Solid Waste Management

¢ |n mid-2015 prices. Exchange rate INR 61 = 1.00 USD

® Includes salaries of staff, office, travel expenses of SIPMIUs and MoUD.

Physical contingencies computed at 3%.

Price contingencies computed at 0.3% to 1.5% on foreign exchange costs and 6.5% to 7.5% on local currency costs in line with escalation
rates published by ADB at http:/Inadbg1.asaindevbank.org/erd004p.nsf ; includes provision for potential exchange rate fluctuation under the
assumption of a purchasing power parity exchange rate.

Includes interest and commitment charges, Interest during construction has been computed at the five-year forward London interbank-offered
rate plus a spread of 0.5%.

Source: ADB estimates

c
d
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F. Detailed Cost Estimates by Year

Item Total Cost 2015 2016 2017 2018 2019
A. Investment Costs®
2  Resettlement 0.33 0.02 0.10 0.08 0.10 0.04
Consultants — Project management and capacity 418 0.21 1.21 1.05 1.25 0.46
3  development
Subtotal (A) 100.06 5.00 29.02 25.02 30.02 11.01
B. Recurrent Costs — Project Management 1.61 0.08 0.47 0.40 0.48 0.18
D. Financing Charges During Implementation 4.49 0.22 1.30 1.12 1.35 0.49
Total Project Cost (A+B+C+D) 114.00 5.70 33.06 28.50 34.20 12.54
% Total Project Cost 100% 5% 29% 25% 30% 11%

2 Includes taxes and duties of $10.11 million to be financed by the government through cash contribution and ADB.
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G. Contract and Disbursement S-Curve

9. The S-Curve below shows the estimated contract awards and disbursements over the
life of the project, and annually based on contract awards and disbursement projections for ADB

loan portion only.
Figure 1: S-Curve based on Values (ADB Portion)

S-Curve
60
c
.8
2 40
27
== Cumulative Contract Awards
20
== Cumulative Disbursements
0 T T T T 1
2015 2016 2017 2018 2019 2020

Notes:
Implementation Period: 45 months (tendering under advance action started from May 2015; Physical

Completion Date: 22 December 2018; Loan Closing Date: 22 June 2019
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H. Fund Flow Diagram

Figure 2: Project 3 Funds Flowchart
(For each of the states)
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Note: The Ministry of Urban Development (MOUD), the national-level executing agency, and the Urban Development Departments (UDD) of Tripura and the Urban Development
and Poverty Alleviation Department (UD&PAD) for Mizoram, the state-level executing agencies and the State Investment Program Management and Implementation Units
(SIPMUIs) for Agartala, Tripura and Aizawl, Mizoram, the implementing agencies are wholly responsible for the implementation of ADB financed projects, as agreed jointly
between the borrower and ADB, and in accordance with Government and ADB’s policies and procedures.
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V. FINANCIAL MANAGEMENT
A. Financial Management Assessment

10. An updated financial management assessment (FMA) was conducted in accordance
with ADB’s Guidelines for the Financial Management and Analysis of Projects’ (the Guidelines)
and ADB’s Financial Due Diligence A Methodology Note® for Project 3 State Executing Agencies
(SEAs), i.e. (i) UDD, Tripura represented by State Program Management and Implementation
Units (SIPMIU, Tripura and (ii) UD&PAD, Mizoram represented by State Program Management
and Implementation Units (SIPMIU, Mizoram, as well as for the Urban Local Bodies (ULBs) in
Agartala — AMC - and Aizawl - AzMC. The FMA focuses on fund flows, staffing, accounting
policies and procedures, internal controls, financial reporting and monitoring, and internal and
external audits. The FMA is based on (i) FMA questionnaires completed by Project 3 SIPMIUs
and the ULBs, (ii) lessons learnt during the implementation of previous two projects under
NERCCDIP, and (iii) lessons from project implementation experience in the sector and India in
general. The FMA questionnaire completed by the SIPMIUs and the ULBs are available on
request. The detailed FMA is available as supplementary linked document 2.

11. The purpose of this updated FMA is to ensure that adequate financial management
arrangements are in place for Project 3 implementation. The SIPMIUs at the SEAs are
responsible for implementation of Project 3. Project assets, once constructed, will be handed
over to the ULBs for operation and maintenance (O&M).

12. SEAs/SIPMIUs - SIPMIUs were set up at UDD and UD&PAD to manage and implement
NERCCDIP. Both the SIPMIUs in Agartala and Aizawl are now fully staffed and fairly
experienced in implementing ADB financed projects, and with support from Design Supervision
and Management Consultants (DSMC), the SIPMIUs have adequate institutional setup for
implementation of Project 3. The SIPMIUs, specially created for implementation of NERCCDIP,
are staffed by a pool of government officials, who have gathered significant experience over the
last five years and shown their significant value-add. Their institutionalization is being explored.
With the SIPMIUs in place, the financial management risk is considered low. A key challenge
has been the predictability and adequacy of timely funds in SIPMIUs. Adequate budget
allocation, advance from MOUD to the states and timely release of funds from both MOUD to
the states and the states to the SIPMIUs are critical to ensure smooth fund flows. Assurances
have been incorporated in the loan agreements that funds will be released to the SIPMIUs on
time. No significant procurement issues were faced during the implementation of Projects 1 and
2. Capacity of MOUD to reimburse the SEAs and consolidate the withdrawal applications, as
shown in the fund flow diagram, was assessed and found adequate. Audited project financial
statements (APFS) for Projects 1 and 2 were submitted by both Project 3 SIPMIUs within the
nine months submission deadline, and all received have been accepted without any remarks.
There have not been any significant issues with the withdrawal applications submitted.
Nonetheless, the following additional financial management improvement initiatives were
identified and agreed for implementation:

At SIPMIUs and MOUD
(i) exploring institutionalization of the SIPMIUs;
(i) computerization of financial accounting at the SIPMIUs by March 31, 2016;

" ADB, 2005, Financial Management and Analysis of Projects, Manila.
8 ADB, 2009, Financial Due Diligence, A Methodology Note, Mania.
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(iii) Capacity building for APFS quality improvement in line with the Central Auditor
General (CAG) approved terms of reference (ToR); and

(iv) Assurances have been built in Project 3 for adequate budget allocation and
timely funds flow from both MOUD and the states.

At Project 3 ULBs
(i) a dedicated full time staff at AzMC; and
(i) Requirement for submission of APFS to ADB within one month of approval by the
councils.

13. ULB Capacity - At the ULBs, despite certain improvements, such as implementation of
double-entry accrual based accounting system, the overall financial management capacity is still
weak and financial management risk is substantial. AzZMC was set up only in the year 2010, and
there is not a dedicated fulltime accountant in the team. Completion of the audit and availability
of audited financial statements is delayed, as is the resolution of audit observations. The internal
audit function is also weak. To strengthen the institutional and financial capacity of the ULBs, a
number of financial reforms are being carried out under the Urban Institutional, Financial,
Regulatory and QOperational Reform Program (UIFRORP or the Reforms Program) already
agreed under the FFA, which were reconfirmed after the FMA for Project 3. These include (i)
migration to an accrual based double entry accounting system, (ii) creation of a single city ring-
fenced division headed by a senior officer, with control over the city’s water supply and
sanitation operations as well as a separate accounting and balance sheet, (iii) implementation of
selected option for financially self-sustainable, efficient and commercially operated water and
sanitation service provider, and (iv) submission of a Financial Action Plan to ensure improved
utility financial performance including implementation of volumetric water charges with regular
adjustments to tariffs to generate sufficient revenues to meet 100% O&M cost recovery. All of
these reforms are either complied with or in the process of being complied or not yet due.

14. The overall risk assessment for Project 3 is assessed as moderate. Despite the
highlighted risks, with the ongoing actions under the Reforms Program, assurances
incorporated and additional mitigation measures identified for improved financial management —
as included in Table 3 below - the financial management arrangements are considered
satisfactory. Key mitigating measures to reduce financial management risks include (i) exploring
the institutionalization of the SIPMIUs, (ii) a dedicated full time staff at AzMC, and (iii)
computerization of financial accounting at the SIPMIUs.® SIPMIU’s current staffing is adequate
to manage and implement Projects 1 and 2, and Project 3.

Table 3: Risk Mitigation Measures on Financial Management

Risk Type Risk Description Risk Proposed Mitigation
Assessment Measures
1. Executing SIPMIU’s Finance Sections will be Low Not applicable
Agency responsible for financial management

of Project 3, accounting and reporting
on financial management. SIPMIUs
will continue to follow the established
financial management and accounting
systems under NERCCDIP.

SIPMIU staff now has significant
externally funded project management

® Detailed financial management assessment can be accessed from linked document (Appendix 2) of the proposed
PFR
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management and control of project
finances — and project funds will be
managed and audited.

Risk Type Risk Description Risk Proposed Mitigation
Assessment Measures
experience —including ADB.

2. Funds Flow Delays in allocation and release of Moderate MOUD and Project 3 state
funds from both MOUD and state governments’ assurance to
finance departments release the counterpart

parts on timely basis

3. Staffing Both SIPMIUs’ Finance Sections are Low Not applicable
adequately staffed with competent and
experienced personnel.

The Sections provide professional
quality service.
4. Accounting Policies and procedures are well Low Not applicable
Policies and documented. SIPMIUs use
Procedures government accounting standards.

5. Internal Audit | No internal audit of Aizawl SIPMIU is Moderate Initiate Internal Audit at
being carried out at present. Although Aizaw! SIPMIU
conducted by State Audit Directorate
in case of Agartala.

6. External Audit | Yes. CAG has the constitutional Low Not applicable

(project level) mandate to conduct external audits of
externally funded projects.

Annual project audit reports are
typically produced within 6 to 9 months
of the end of the financial year.
Compliance reports are prepared and
submitted in response to audit findings
(paras) for disposal of the same.

7. External Audit | CAG conduct the audit of the UDD and | Moderate SEAs will submit unaudited

(entity level) UD&PAD as part of its overall state PFS to CAG's local office
level audits. within 3 months of the fiscal

year end.

8. Reporting and | Reporting systems are in place. Moderate With Accounting systems

Monitoring Routine reports are produced from the will be computerized by
accounting system — others are end March, which will
prepared on spreadsheets with figures enable better reporting and
extracted from the accounting system. monitoring.

9. Information SIPMIUs’ accounts are not Moderate Computerisation of SIPMIU

Systems computerized. accounts will be initiated

and completed by 31
March 2016

Overall SIPMIUs’ financial management

Control Risk practices and procedures are
considered to be adequate for Moderate

ADB = Asian Development Bank; CAG = Central Auditor General; MOUD = Ministry of Urban Development; NERCCDIP

= North Eastern Region Capital Cities Development Investment Program; SIPMIU
Management and Implementation Unit; UD&PAD =

UDD = Urban Development Department.

= State Investment Program

Urban Development and Poverty Alleviation Department;
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15. With implementation of the risk mitigating measures in Table 3, along with
implementation of the Reforms Program to strengthen the urban institutions, the financial
management arrangements are considered adequate for Project 3. Financial management risks
and mitigation will be updated throughout the life of the project. These measures will be updated
at the mid-term review of Project 3, expected in Q4 2017, and after review missions if needed.

B. Disbursement

16. The Loan 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. Online training for SIMPIU and MOUD staff on
disbursement policies and procedures is available at
http://wpar4.adb.org/disbursement elearning. SIMPIU and MOUD staff is encouraged to avail of
this training to help ensure efficient disbursement and fiduciary control.

17. Disbursement procedures given in Schedule 3 “Implementation Framework: of the FFA
shall continue to remain in force.

18. Reimbursement Using Statement of Expenditures (SOEs). Similar to Projects 1 and
2, SIPMIUs and MOUD will predominantly use the SOE procedure for reimbursement of eligible
expenditures for Project 3, in particular for payment of staff salaries. SOE records should be
maintained by the SIPMIUs and made readily available for review by ADB's disbursement and
review mission or upon ADB's request for submission of supporting documents on a sampling
basis, and for independent audit. The SIPMIUs will be responsible for (i) preparing
disbursement projections, (ii) requesting budgetary allocations for counterpart funds, (iii)
collecting supporting documents, and (iv) preparing claims and sending to MOUD. MOUD wiill
then consolidate SOEs and submit withdrawal application for admissible amount to the CAAA
periodically, once a month or more often. The minimum value per withdrawal application is
$100,000 equivalent. Individual payments below this amount should be paid by the executing
agency/ implementing agency and claimed from ADB through reimbursement. SOE procedures
already established for projects 1 and 2 are sufficient for Project 3, and adequate capacity and
experienced staff exist in MOUD and SIPMIUs to handle the same.

C. Accounting

19. The SIPMIUs at Tripura and Mizoram, as well as MOUD, will maintain separate project
accounts and records for all expenditures incurred on Project 3 from all sources. The audited
project financial statements from SIPMIUs will be submitted to ADB through MOUD. MOUD will
submit their own project audited financial statements to ADB.

D. Auditing

20. The UDD-Tripura, UD&PAD-Mizoram, and the MOUD will cause Project 3 financial
statements to be audited in accordance with International Standards on Auditing and/or in
accordance with the Government’s audit regulations by the CAG or any private external auditor
empanelled and assigned to the audit by the CAG, acceptable to ADB. The APFS from the
project states together with the auditor’s opinion will be presented to ADB within six months of
the end of the fiscal year by the SEAs, and within nine months by MOUD for the consolidated
APFS. The additional three month extension is considered justified since there is a need for a
consolidated audit of MoUD that can only take place after the state level audits are completed.


http://wpqr4.adb.org/disbursement_elearning
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21. The audited AMC and AzMC financial statements, together with the auditors’ report and
management letter, will be submitted to ADB within one month after their approval by the
competent authority.

22. The audit report for the project financial statements will include audit opinions which
cover (i) whether the project financial statements present a true and fair view or are presented
fairly, in all material respects, in accordance with the applicable financial reporting framework;
(ii) whether loan proceeds have been utilized for the purposes as per ADB Loan/Project
Agreement; (iii) the level of compliance for each financial covenant contained in the legal
agreements for the project; (iv-a) with respect to SOEs, adequate supporting documentation has
been maintained to support claims to ADB for reimbursements of expenditures incurred; and (iv-
b) except for ineligible expenditures as detailed in the audit observations, if any, appended to
the audit report, expenditures are eligible for financing under the Loan Agreement. If a
management letter is issued by the auditor, a copy will also be submitted to ADB. Internal audit
continues to be undertaken at SIPMIUs and sample internal audits shall be conducted by
MOUD.

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

24, The Borrower, MOUD, and States have been made aware of ADB’s approach on
delayed submission, and the requirements for satisfactory and acceptable quality of the APFS.™
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.

25. Public disclosure of the APFS, including the auditor’'s opinion on the project financial
statements, will be guided by ADB’s Public Communications Policy (2011, as amended from
time to time). After review, ADB will disclose the APFS and the opinion of the auditors on the
project financial statements within 30 days of the date of their receipt by posting them on ADB’s
website. The management letter and the ULB entity level financial statements will not be
disclosed.

' ADB approach on delayed submission of audited project financial statements:

¢ When audited project financial statements are not received by the due date, ADB will write to the executing
agency advising that (i) the audit documents are overdue; and (ii) if they are not received within the next six
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.

e When audited project financial statements have not been 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 (i)
inform the executing agency of ADB’s actions; and (ii) advise that the loan may be suspended if the audit
documents are not received within the next six months.

e When audited project financial statements have not been received within 12 months after the due date, ADB
may suspend the loan.

"'This type of information would generally fall under the public communication policy exceptions to
disclosure.ADB.2011.Public Communications Policy. Paragraph 97(iv) and/or 97(v)
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VL. PROCUREMENT AND CONSULTING SERVICES
A. Advance Contracting and Retroactive Financing

26. ADB previously approved advance contracting for projects under NERCCDIP. On
government’s request, the executing agencies are proceeding with advance actions to procure
civil works, goods and consulting services under Project 3. Gol is expecting to request
retroactive financing under Project 3. The executing agencies have been advised that ADB’s
approval of advance contracting and retroactive financing does not constitute a commitment to
finance the loan. All advance contracting and retroactive financing will be undertaken in
conformity with ADB’s Procurement Guidelines (April 2015, as amended from time to time) and
ADB’s Guidelines on the Use of Consultants (March 2013, as amended from time to time).

27. Advance contracting of: (i) civil works, (ii) equipment and materials, and (iii) recruitment
of consultants was requested by the executing agencies subject to these being eligible as per
the agreed procedures and guidelines. Advance contracting would include: (i) tendering, and bid
evaluation for civil works packages; (ii) preparation of tender documents to procure works,
materials and equipment; (iii) evaluation of bids; and (iv) recruitment of consultants.

28. Except as otherwise agreed with ADB, the expenditures incurred for civil works,
equipment and materials, and consulting services that are eligible for advance contracting, and
project management and implementation expenses are eligible for retroactive financing of up to
20% of the proposed amount for the loan for eligible expenditures in each category incurred
prior to effectiveness of the loan, but no earlier than 12 months before the signing of the loan
agreement. The executing agencies have been advised that ADB’s approval of advance
contracting and retroactive financing does not constitute a commitment to finance the loan.

B. Procurement of Goods, Works and Consulting Services

29. All procurement of goods and works will be undertaken in accordance with ADB’s
Procurement Guidelines (April 2015, as amended from time to time). Standard bidding
documents already endorsed by ADB for national competitive bidding under Projects 1 and 2 of
NERCCDIP will be used throughout Project 3 implementation period. The procurement plan for
Project 3 indicating threshold and review procedures, mode of procurement, goods, works, and
consulting service contract packages and national competitive bidding guidelines is in Section
C. The procurement plan will be updated by the SIPMIUs for Agartala and Aizawl, the
implementing agencies for approval by ADB at least once a year (more frequently if necessary)
and will cover the next 18 months of procurement activity. A delay in loan effectiveness, other
start-up delays, and delays during implementation will require an unscheduled procurement plan
update. ADB will review each updated procurement plan prior to its publication. When
appropriate, this activity may be undertaken in the field by ADB missions working with the
executing and implementing agencies.

30. International competitive bidding procedures will be used for civil works contracts
estimated to cost $40 million or more, and supply contracts valued at $3 million or higher.
Shopping will be used for contracts for procurement of works and equipment worth $100,000 or
less.

31. The DSMCs for SIPMIUs Aizawl and Agartala will be recruited according to ADB’s
Guidelines on the Use of Consultants (March 2013, as amended from time to time). The ToRs
for all consulting services are detailed in Section D. DSMC for SIPMIU Agartala under Projects



25

1 and 2 will continue to provide services for Project 3. An additional 439 person-months input of
national consultants is required under Project 3. All consultants will be recruited according to
ADB’s Guidelines on the Use of Consultants.

C. Procurement Plan

Project Name: North Eastern Region Capital Cities Development Investment Program — Project 3

Project Number:35290-043

Approval Number: Not yet available

Country: INDIA

Executing Agency::

The Ministry of Urban Development

The Urban Development Department of Tripura
The Urban Development and Poverty
Alleviation Department for Mizoram

Project Procurement Classification: B

Procurement Risk: Low

Implementing Agency: State Investment
Program Management and Implementation
Units (SIPMIUs): (i) Mizoram (ii) Tripura

Project Financing Amount: US$80 million
ADB Financing: US$80 million
Cofinancing (ADB Administered):N/A
Non-ADB Financing: N/A

Loan Closing Date: 22 June 2019

Date of First Procurement Plan: 27 April 2015

2015

Date of this Procurement Plan: 16 October

D. Process Thresholds, Review, and 18-Month Procurement Plan

1. Program Procurement Thresholds

32.

Except as ADB may otherwise agree, the following process thresholds shall apply to

procurement of goods and works, and engagement of consulting services.

Procurement of Goods and Works

Method Threshold Comments
International Competitive Bidding (ICB) for Works | $40,000,000 Prior Review
International Competitive Bidding for Goods $3,000,000 Prior Review

National Competitive Bidding (NCB) for Works

Beneath that stated for ICB,
Works

National Competitive Bidding for Goods®

Beneath that stated for ICB,
Goods

Prior review for 1% set of
NCB documents of each
type; post-review for
succeeding NCBs; prior
review for the 1%
technical bid evaluation
reports and financial bid
evaluation reports of the
same contract, post-
review for succeeding
reports.

Shopping for Works

$100,000 and below

Post review, EA/IA will
issue public request for
quotations

Shopping for Goods

$100,000 and below

Post review, EA/IA will
issue public request for
quotations

Consulting Services

Method

Comments

Quality and Cost Based Selection (QCBS)

Quality Based Selection
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Consultants’ Qualifications Selection

Least-Cost Selection

Fixed Budget Selection

Prior Review

2. Goods and Works Contracts Estimated to Cost $1 Million or More
33. The following table lists goods and works contracts for which the procurement activity is
either ongoing or expected to commence within the next 18 months.
. Review .
Estimated . s Advertisement
i Procurement [Prior / Bidding
General Description ($ Vn?illl:i%n) Method Post/Post Procedure’ (2:;3{3x2;?) Comments
’ (Sample)]
Water Supply
(Aizawl)
AlZxx Feeder main & 29.20 NCB Prior 1S2E May-15/Dec- PB: No
distribution network 15 BD: Small Works
AlZxx Construction of water 2.11 NCB Prior 1S2E Jun-15/Jan-16 | PB: No
reservoirs with allied BD: Small Works
services, and
rainwater harvesting
AlZxx 37 MLD Water 23.98 NCB Prior 1S2E July-15/Mar- PB: No
Supply Augmentation 15 BD: Small Works
& WTP
Water Supply
(Agartala)
AGT/WS/ | Augmentation and 18.32 NCB Prior 1S2E May-15/Dec- PB: No
NCB/15/01 | Rehabilitation of 15 BD: Works
WSS of Agartala
(CZ) Tripura
Solid Waste
Management
(Aizawl)
AlZxx Procurement of 1.04 NCB Prior 1S2E July-15/Jan- PB: No
Vehicle for 16 BD: Goods
transportation of
Waste
AlZxx 1. Vermi-compost 4.69 NCB Prior 1S2E July-15/Feb- PB: No
and Resource 16 BD: Small Works
Management Centre;
and
2. Sanitary Landfill &
Closure of existing
Dump site
AGTxx Procurement of Bins 2.96 NCB Prior 1S2E July-15/Jan- PB: No
and Various SWM 16 BD: Goods
Vehicles
Septage
Management
(Aizawl)
AlZxx Pilot Bio-Digester 3.66 NCB Prior 1S2E July-15/Feb- PB: No
16 BD: Small Works
Septage
Management
(Agartala)
AGTxx Septage 2.08 NCB Prior 1S2E Jun-15/Jan-16 | PB: No
Management BD: Small Works
Treatment Plant

PB =

Prequalification of Bidders; BD = Bidding Document
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34. The following table lists consulting services contracts for which the recruitment activity is
either ongoing or expected to commence within the next 18 months.

. . Review Advertisement
Package General Estimated Recruitment . Type of
Number Description Value Method (Prior / Post) Date Proposal® Comments
(quarter/year)
AlZxx DSMC for Aizawl 2.43 QCBS Prior Q2, 2015 FTP Assignment:
National
Quality-Cost
Ratio: 80:20
AGTxx DSMC for 0.583 QCBS Prior Q2, 2015 BTP Assignment:
Agartala National
Quality-Cost
Ratio: 80:20
4. Goods and Works Contracts Estimated to Cost Less than $1 Million and

Consulting Services Contracts Less than

Contracts)

$100,000 (Smaller Value

35. The following table groups smaller-value goods, works and consulting services contracts
for which the activity is either ongoing or expected to commence within the next 18 months.

Goods and Works
Estimat . Advertise
Review -
zackage6 Gengra_ll V:I(:J e Number of Procurement [Prior / ?,'::;i':g rg:pet Comments
umber Description (s, Contracts Method Post/Post ure’ (quarter/

million) (Sample)] year)

Water Supply

(Aizawl)

AlZxx Preparation of 0.94 NCB Prior 1S2E Oct-15/ PB: No
Water Apr-16 BD: Goods
Management Plan
including SCADA
Installation
Solid Waste
Management
(Aizawl)

AlZxx Procurement of 0.05 Shopping Post - Jun-15/ PB: No
SWM goods, Dec-15 BD: Goods
including PPE (Shopping)
Septage
Management
(Aizawl)

AlZxx Pilot Package 0.25 Prior 1S2E Jun-15/ PB: No
Aerate WWTP- Mar-15 BD: Small works
Johkasou System

AlZxx Supply, 0.2 Prior NA Jun-15/ PB: No
Installation and Mar-16 BD: Goods
Commissioning
of SWS for
Septage
Management
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Septage
Management
(Agartala)
AGTxx Septage 0.25 1 NCB Prior 1S2E Jun- PB: No
Management 15/Dec-15 BD: Goods
Treatment
Vehicles
PB = Prequalification of Bidders; BD = Bidding Document; SWS = Single Window System (SWS)
Consulting Services
Advertisem
Package General Estimated | Number of | Recruitment ?gx:)erv/v De:tte Type of Comments
Number Description Value Contracts Method Post) (quarter/ Proposal
year)
E. Indicative List of Packages Required Under the Project
36. The following table provides an indicative list of goods, works and consulting services

contracts over the life of the project, other than those mentioned in previous sections (i.e., those
expected beyond the current period).

Goods and Works — None

. . Review
Estimated Estimated . -
Package - Procurement [Prior / Bidding
Number General Description (cur\rl'l?Jlll:teive) 'él:)r:tbr :::tc; f Method Post/Post | Procedure Comments
(Sample)]
Consulting Services — None
Estimated Estimated . Review
Zi‘::ﬁg‘: General Description Value Number of Re&:;:g‘;nt (Prior / Pt‘épi:; Comments
(cumulative) | Contracts Post) P
F. List of Awarded and On-going, and Completed Contracts
37. The following tables list the awarded and on-going contracts, and completed contracts.
1. Awarded and On-going Contracts - None
Goods and Works
Advertisem Date of ADB
. Awarded ent
Package General Estimated Procuremen Approval of 12
- Contract Date Comments
Number Description Value t Method Contract
Value (quarter/ Award'’
year) war

""Date of ADB Approval of Contract Award is the date of No-Objection letter to the EA/IA.
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Consulting Services

. Date of ADB
Package General Estimated Awarded Recruitment Advertisement Approval of 13
oo Contract Date Comments
Number Description Value Method Contract
Value (quarter/year) 11
Award
"Date of ADB Approval of Contract Award is the date of No-Objection letter to the EA/IA.
Indicate the Consulting Firm’s name and the contract signing date.
2. Completed Contracts - None
Goods and Works
. Date of
Mot | A0E
Package General Estimated | Contract | Procurement Date Approval Date of Comments
Number | Description Value Value Method (quarter/ of Completion™
a Contract
year) Award'"
"Date of ADB Approval of Contract Award is the date of No-Objection letter to the EA/IA
"“The Date of Completion is the physical completion date of the contract.
Consulting Services
Date of
Advertisement ADB
Package General Estimated | Contract | Recruitment Date Approval Date of Comments
Number | Description Value Value Method (quarter/ of Completion™
year) Contract
Award'’

"Date of ADB Approval of Contract Award is the date of No-Objection letter to the EA/IA

'“The Date of Completion is the physical completion date of the contract.

G. Non-ADB Financing

38. The following table lists goods, works and consulting services contracts over the life of
the project, financed by Non-ADB sources.
Goods and Works
Estimated Estimated
General Description Value Number of Prol\::trﬁ(r:aent Comments
(cumulative) Contracts
Consulting Services
Estimated Estimated Recruitment
General Description Value Number of Method Comments
(cumulative) | Contracts

H. Consultant's ToRs

39.

Outline ToRs of the consultants to be engaged under Project 3 are in Appendix 1.
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VI. SAFEGUARDS
A. Environmental Safeguards

40. Five draft initial environmental examinations (IEEs) with environmental management
plans (EMPs) were prepared for the subprojects in accordance with ADB’s SPS, 2009, and
government laws. The Environmental Assessment and Review Framework (EARF) prepared in
2009 was updated and modified to reflect ADB SPS, 2009 and to provide guidance on
safeguard screening, assessment, institutional arrangements, and processes to be followed for
components of the project, where design takes place after ADB approval. Described below are
the institutional roles and responsibilities to ensure subprojects, in its project cycle, will not
deteriorate or interfere with the environmental sensitivity of a project area but rather improve
environmental quality through development of infrastructure facilities.

41. SIPMIUs. The environmental safeguards officer in the SIPMIUs will:

(i) 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 and
ensure EMPs are implemented by the contractors;

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

(V) 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., No Objection Certificates, Consent for
Establishment, Forest Clearance, Consent for Operations, etc.), as relevant; All
necessary environmental clearances should be obtained prior to contract awards
to avoid delay in physical progress of relevant subprojects;

(vi) supervise and provide guidance to the contractors to properly carry out the
environmental monitoring and assessments as per approved IEEs/EMPs;

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

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

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

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

(xi) ensure adequate measures for climate change adaption and mitigation are
incorporated in the detailed engineering design and implementation; and

(xii)  organize an induction course for the contractors covering, including among
others, EMP implementation, health and safety, grievance redressal, and
community protection.

42. The climate risk rating for Project 3 is medium. The executing agencies have conducted
(and will continue to do so for the remaining DED) the following, for Agartala (i) flood risks
assessed and incorporated in subprojects’ DED; (ii) flood defense incorporated into DEDs; and
(iii) design storm derived from projections of future rainfall intensity. For Aizawl, (i) DED of all
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physical structures to take into account the seismic hazard, and consider landslides risks; and
(i) design storm derived from projections of future rainfall intensity.

B. Involuntary Resettlement & Indigenous People (Social Safeguards)

43. A Resettlement Framework and an Indigenous Peoples Planning Framework (IPPF) are
prepared for Project 3. Two Resettlement Plans and two due diligence reports (DDRs) were
prepared in accordance with ADB’s SPS, 2009, and government laws. The Resettlement Plans
were submitted to ADB for review, approval, and have been publicly disclosed. Due diligence on
Indigenous People reveals that: (i) Project 3 will have positive impacts on indigenous peoples
and no negative impacts were identified; (ii) the population of Aizawl comprises 92% persons
from scheduled tribes, and Indigenous Peoples are the majority beneficiary of positive impacts
in Aizawl; and (iii) the population of Agartala comprises 4.94% persons from scheduled tribes,
who are included among project beneficiaries. Indigenous People are the majority beneficiary in
Aizawl, with only positive impacts identified as shown through due diligence. Therefore
measures for IPs have been included in the overall project design in lieu of a separate IPP. The
IPPF has been updated to ensure that any unforeseen impacts to Indigenous Peoples during
project implementation are addressed. Any unanticipated impacts of the project will be
documented and mitigated based on the spirit of the principles agreed upon in the Resettlement
Framework and Indigenous Peoples Planning Framework, primarily the RFCTLARRA and ADB
SPS 2009 on Involuntary Resettlement. The SIPMIUs will ensure that any physically or
economically affected persons are compensated prior to displacement in components ready for
construction. Ragpickers’ transition to jobs at the solid waste management facility will be
monitored by SIPMIU. Social Development Officer, SIPMIU will assist the Program Director,
SIPMIU in monitoring ragpickers’ transition to jobs. SIPMIU will be assisted by the Resettlement
Specialist, DSMC in monitoring of this transition. The following are institutional roles and
responsibilities to ensure social safeguards requirements are followed during design and
construction stages.

44, SIPMIUs Agartala & Aizawl. The SIPMIU on behalf of responsible state agencies will:

(i) ensure that the Resettlement Framework provisions are adhered to and the draft
RPs prepared during project processing are updated based on detailed designs;

(i) screen and ensure application of safeguards requirement on Indigenous People
and Indigenous Peoples Planning Framework (IPPF) if Indigenous People
impacts are identified during project implementation;

(iii) engage in ongoing meaningful consultations with stakeholders and affected
persons particularly through implementation of the consultation and participation;

(iv) review, approve, prepare RPs/Indigenous People Plans (IPPs) for new
subprojects with support from the national social safeguards specialists of
DSMC;

(V) ensure provision of timely payments by the Municipality to the affected persons
before displacement/impact occurs in sections ready for construction;

(vi) inform ADB for any unanticipated impacts identified during project
implementation, prepare the required corrective action plan and implemented;

(vii)  ensure all grievances are addressed;

(viii)  conduct oversight and develop effective mechanism to monitor implementation of
Resettlement Plans/IPPs (if any) to ensure smooth project implementation, and

(ix) review the consolidated monthly reports by DSMC social safeguards specialist
and submit semi-annual monitoring reports to ADB. The monitoring reports
should record the progress of resettlement activities and any compliance issues,
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grievances, corrective actions taken, follow-up actions required and status of
compliance with relevant loan covenants.

45. SIPMIUs’ Social Safeguards Officers — Agartala & Aizawl. The SIPMIUs will each be
staffed with a safeguard officer and will receive assistance from the national social safeguards
consultants of DSMC. The SIPMIU safeguards officer will:
(i) update the draft Resettlement Plans prepared during project processing upon
completion of detail design
(i) screen impacts and prepare new Resettlement Plans/IPPs in accordance with
Resettlement Framework/IPPF and government rules;
(iii) engage in ongoing meaningful consultations with stakeholders and affected
persons particularly through implementation of the consultation and participation;
(iv) ensure provision of timely payments to the affected persons by the Municipality
before displacement/impact occurs in project sites ready for construction;
(V) implement the ADB approved Resettlement Plans and/or IPPs;
(vi) advise and/or recommend ways to minimize/avoid social safeguards impacts
(vii)  prepare and implement corrective actions in the event of any unanticipated
impacts occurred during implementation to minimize and/or avoid social
safeguards impacts;
(viii)  submit semiannual social safeguards monitoring reports to ADB;
(ix) establishment of GRM at Municipality level and address any grievances brought
about through the GRM in a timely manner; and
(x) acting as focal person at SIPMIU level of GRM process.

46. Additional requirements. For the proposed project sites that are not fully
owned/managed by the government, the participating Municipalities/ relevant state agencies will
provide letters/ no objection certificate to construct and use from the landowners to SIPMIU.
ADB to confirm the land availability of the proposed project activities. Associated involuntary
resettlement impacts, if identified, will be mitigated through a preparation of a Resettlement Plan
following the project Resettlement Framework.

47. Project GRM. Project GRM is established at three levels as indicated below and covers
both environment and social issues. 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 DSMC consultants as well as the SIPMIU
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. 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 RF.

(i) 1st Level Grievance. The phone number of the SIPMIU office should be made
available at the construction site signboards. The contractors and SIPMIU
safeguard focal person can immediately resolve on-site in consultation with each
other, and will be required to do so within seven days of receipt of a
complaint/grievance;

(i) 2nd Level Grievance. All grievances that cannot be redressed within seven
days at field/ward level will be reviewed by the GRC at city level headed by
District Commissioner of the Municipality with support from SIPMIU designated
safeguard focal person and DSMC environment and social specialists. GRC will
attempt to resolve them within 15 days. The SIPMIU designated safeguard focal
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person will be responsible to see through the process of redressal of each
grievance; and

(iii) 3rd Level Grievance. All grievances that cannot be redressed within 15 days at
city level will be reviewed by the GRC at state level headed by the State Minister
with support from City GRC, SIPMIU designated safeguard focal person and
DSMC environment and social specialists. GRC will attempt to resolve them
within 15 days. The SIPMIU designated safeguard focal person will be
responsible to see through the process of redressal of each grievance.

48. Capacity Building. SIPMIU safeguards officers will be further trained by DSMC'’s social
resettlement expert and by ADB safeguards specialists on ADB SPS, 2009, requirements (when
the opportunity arises). The SIPMIU safeguard officer, supported by DSMC specialist, will
further brief/train the SIPMIU staff, design engineers, as well the contractors. Typical modules
would be as follows: (i) introduction and sensitization to ADB SPS on Involuntary Resettlement
and Indigenous People policies and requirements and Resettlement Framework/IPPF; (ii)
review, updating and preparation of the Resettlement Plans and IPPs (as required) upon the
completion of project detailed design; (iii) improved coordination within nodal departments; (iv)
monitoring and reporting system, and (v) project GRM. Briefings on safeguards principles and
GRM will also be conducted to the contractors upon their mobilization by SIPMIU safeguards
officers.

49. Civil Works Contracts. The SIPMIUs will ensure that land transfers are completed and
its records are updated for subprojects involving voluntary land donation activities prior to the
start of civil works. The SIPMIUs 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 work of equal value regardless of gender, ethnicity
or caste, and on elimination of forced 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 action plan (GAP) will be
shared with the contractors’ responsibilities by the SIPMIU and Project Municipalities.
Contractors will carry out all environmental and social mitigation and monitoring measures
outlined in their contract. DSMC specialists will assist the SIPMIUs in monitoring contractor’s
compliance activities. Pursuant to ADB's Safeguard Policy Statement (SPS) (2009), ADB funds
may not be applied to the activities described on the ADB Prohibited Investment Activities List
set forth in Appendix 5 of the SPS.

VII. GENDER AND SOCIAL DIMENSIONS

50. Project 3 is classified as category EGM for gender. Project 3 will be socially inclusive
and gender-focused.? Key initiatives include (i) subsidised water supply connections for poor,
female-headed households (FHH)™ and other disadvantaged households; (ii) employment
opportunity for poorest of poor men and women (ragpickers) at the SWM facilities created in
Aizawl; and (iii) inclusion of poor households in the septage management subproject (more than
40%). Community involvement in the septage management subproject is anticipated to enhance
sustainability. The Gender Action Plan (GAP), shown in Table 4 below, focuses on positive
impacts and outcomes to women, providing specific targets for consultations with women,

'2 Updated Summary Poverty Reduction and Social Strategy (Appendix 2).
18 Registrar General & Census Commissioner of India, 2011, defines a FHH as the one where a woman generally
bears the chief responsibility for the maintenance of the household and takes decisions on behalf of the household.
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training of low income group people, including women in plumbing, and employment
opportunities to women in project-related construction work and jobs related to operation and
maintenance of facilities created. It will also result in health benefits and time savings to women
as water fetchers and care-givers, arising out of increased access to water supply, improved
solid waste management and sanitation systems, improved living conditions and long term
institutional capacity to promote inclusive development within project cities. Monitoring and
evaluation will generate sex-disaggregated information to enable tracking of gender impacts
envisaged under Project 3. Gender-focused activities in Project 3 complement on-going
activities under projects 1 and 2. GAP implementation in Projects 1 and 2 were supported
adequately by ADB through capacity development of project staff. Target indicators in
construction related outputs on participation of female laborers in some of program states, such
as Meghalaya and Nagaland, were difficult to achieve due to labor restrictions, geographic
conditions and cultural factors. The respective SIPMIUs at Agartala and Aizawl will be
responsible for implementing, monitoring and reporting on progress of GAP implementation in
Project 3. As explicitly mentioned in loan agreement for Project 3, all contractors must ensure
compliance with provisions of; (i) Contract Labour Regulation & Abolition Act 1970; and (ii)
Building and other Construction Workers (Regulation of Employment & Condition of Services
Act 1996, which envisage to provide adequate facilities at the work place/working conditions to
encourage women's employment such as separate toilet facilities, child care facilities, and
appropriate working hours.



Table 4: Gender Action Plan for Project 3

Increase employment opportunities for women in civil
works with compliance of core labor standard' including
same pay for work of equal value'® (Outputs 1, 2 and 3)

Design policy to provide subsidized water connections and meters
to poor and BPL FHHs'®

Impart skills training to community members in plumbing

Raise awareness and impart hygiene education in the
user community on decentralized septage management
system in Aizawl and ensure community participation in
its O&M

Aizawl:

Women employed in civil works in city water
supply distribution network and solid waste
management subprojects [Target: 15% women

Agartala and Aizawl

¢ Policy designed for subsidized water connections
and meters to poor and BPL FHHs in each state

e 2 training programs conducted in plumbing for
50 community members in each state [target
25M/25F]

¢ 5 awareness workshop in each town for 500
select community members [M250/F250]
¢ 30% women in O&M structures established

SIPMIU Aizawl

SIPMIU Agartala and
SIPMIU Aizawl. Skill training
to be supported by the
NGOs

SIPMIU Aizawl.

Project
duration

Project
duration

Project
duration

Provide employment opportunity for ragpickers

(40% women)

Conduct 1 consultation meeting in each town among Aizawl and Agartala: SIPMIU Agartala and Year 1
community members—including SC/ST/other weaker 200 community members consulted through 4 SIPMIU Aizawl supported by
section—to obtain their needs and priorities in the campaigns in each town [Target - 100M/100F] NGOs already mobilized
manner and schedule of waste collection
Ensure adequate representation of women in O&M Aizawl SIPMIU Aizawl supported by | Year2
¢ 30% representation of women in O&M of the DSMC/NGO Project
compost plant and material resource centers duration
ensured
« All ragpickers employed at the SWM facilities Year 4

" As per the provisions of; (i) Prevention of Sexual Harassment at Workplace Act 2013; (ii) Protection of Children from Sexual Offence Act, 2013; (iii) Contract
Labour Regulation & Abolition Act 1970; and (iv) Building and other Construction Workers (Regulation of Employment & Condition of Services Act 1996.
In all construction work under Tranche 3:(i) all bidding documents include relevant clauses on core labor standards and equal pay; (i) all contractors oriented on key

gender concepts, equal
workers

pay, core labor standards, and risks to women and children; and (jii) all contractors maintain labor registers showing names, sex, and wages of

'® Registrar General & Census Commissioner of India, 2011, defines a FHH as the one where a woman generally bears the chief responsibility for the

maintenance of the household and takes decision.
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Train SIPMIUs’ and IPCC staff on gender mainstreaming | Agartala and Aizawl: SIPMIU Agartala and SIPMIU Year 1
and key gender issues in water, sanitation solid waste 100% SIPMIUs’ and IPCC staff trained [Target: Aizawl
management sectors 30% women]
Collect sex-disaggregated data through gender inclusive | Agartala and Aizawl: SIPMIU Agartala and SIPMIU Quarter 1
project management information system to measure e 1 training for SIPMIUs’ staff to collect, analyze Aizawl of Year 1
impact of the project on men and women and use sex disaggregated information and
data;
¢ Gender indicators included in PPMS and
updated bi-annually with sex-disaggregated
data
Strengthen project management, implementation, Agartala and Aizawl: SIPMIU Agartalaand SIPMIU Q1 of Year 1
monitoring, and staff capacity in gender mainstreaming SIPMIUs include a gender focal point- for Aizawl
supervision and coordination on GAP-and a
gender specialist/ staff with TOR to implement,
monitor, and report on GAP activities
Establish a single window system for Aizawl’s Septage The single window cell is established in AzMC AzMC Year 1

Management

and staffed with 30% women

AzMC = Aizawl Municipal Council; BPL = below poverty line; DSMC = Design Supervision and Management Consultant; GAP; gender action plan; FHHs = female headed
households; IPCC = investment program coordination cell; NGO=non-government organization; O&M= operations and maintenance; TOR = term of reference; PPMS = project
performance monitoring system; SIPMIUs = State Investment Program Management and Implementation Units
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IX. PERFORMANCE MONITORING, EVALUATION, REPORTING AND
COMMUNICATION

A. Project Design and Monitoring Framework

Impact the Program is aligned with:
Improved environment and well-being of urban residents in the program cities (defined by Investment Program).

Project Results Chain

Performance Indicators with Targets
and Baselines

Data Sources and
Reporting’

Risks

Outcome

Increased access to
sustainable and
improved urban services
in Agartala and Aizawl

By 2020,

a. Additional 30,000 HHs in Aizawl and
40,000 HHs in Agartala receive
treated'® water for a minimum of 12
hours/ day (including FHH) (2015
baseline: Agartala: 3-4 hours/ day,
and Aizawl: 1-2 hours/day, on
average)

b. Additional 75,800 HH in Agartala and
5,290 HH in Aizawl manage their
septage safely'®

c. 105,130 HHs in Agartala and 71,700
HHs in Aizawl receive improved SWM
services of 100% collection and
treatment (Aizawl 2015 baseline:
collection 80%, treatment — 0;
Agartala 2015 baseline: collection
70%, treatment — 0)

d. O&M cost recovery of water and
sanitation services reaches 100% in
Agartala and 60%2° in Aizaw
(2015 baseline: Aizawl - 20%,
Agartala- 5%)

a-d. AzMC and AMC’s
Water and Sanitation
Division’s Annual
reports

Government's ability
and policy to
increase tariffs and
provide subsidies.

Outputs

1. Water Supply
Infrastructure
constructed and
rehabilitated

By 2020,

(2015 baseline — 0)

Aizawl and Agartala:

1a. Distribution network, 224 km in Aizawl
and 178 km in Agartala, constructed/
rehabilitated (15% women workers in
Aizawl)

1b. Bulk water meters- 43 in Aizawl and
30 in Agartala — installed

Aizawl:

1c. Intake and (37 MLD) WTP
constructed

1d. 20.5 km of pumping mains
constructed

1e. 9 storage reservoirs of 2.8 MLD
combined capacity constructed

1f. 1 rain water harvesting unit of 4.1 MLD
constructed (15% women workers)

1a—i. Quarterly Progress
reports from the
Agartala and Aizawl
SIPMIU

High staff turnover
in AzZMC AMC, and
SIPMIUs.

State fiscal position
is affected by
unforeseen
circumstances
causing delays on
timely release of
funds.

"7 All data sources and reports will be verified by a third party appointed by the respective state governments.
In accordance with the standards prescribed by the Bureau of Indian Standards Code number 10500:2012.

'9In accordance with the urban services benchmarks of the Ministry of Urban Department, Government of India.

20 Pumping cost of Aizawl’s water supply, including that in Project 3, is very high since water is being pumped over
1000 metres and there are no alternatives. As population grows, more demand measures and other pilots, such as
rainwater harvesting, are implemented. It is expected that by 2030 full cost recovery can be made.
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1g. 31.6 km of feeder mains constructed

Agartala:

1h. 1 WTP of 31.5 MLD capacity
rehabilitated

1i. 12 deep tube wells of 8.52 MLD
combined capacity constructed

2. Sanitation
infrastructure
constructed

By 2020,

2a. Decentralized septage treatment
systems constructed for 5290 HHs in
Aizawl (including low income
households)

2b. 1 MLD septage treatment plant
constructed in Agartala

2a-b.Quarterly progress

reports from Aizawl
and Agartala SIPMIUs

3. Solid waste
management
infrastructure
constructed and
rehabilitated

By 2020,

(2015 baseline- 0)

Aizawl:

3a. 2 resource centers (37 MT/day each)
constructed (15% women workers)

3b. 2 vermi compost plant (11 TPD)
constructed (15% women workers)

3c. 1 mechanical compost plant (50 TPD)
constructed

3d. 20,000 m? sanitary landfill
constructed

Aizawl and Agartala:

3e. SWM vehicles procured: 54 for Aizawl
and 151 for Agartala

3a-e. Quarterly progress

reports from Aizawl
and Agartala SIPMIUs

4. Capacity for project
implementation and
service delivery
improved

By 2020,

4a. Area-based property tax reforms
implemented, and the assessed
properties increased to a minimum of
70%, in both cities (2015 baseline:
Agartala - 53%, Aizawl - 33%)

4b. AzZMC and AMC'’s water and sanitation
divisions fully ring-fenced®' (2015
baseline: NA)

4c. 100% SIPMIUs’ and IPCC staff trained
in their respective areas, such as
planning, construction management,
procurement, safeguards, and gender
equality (2015 baseline: Less than
20% staff in SIPMIUs and IPCC
trained)

4d. A single window cell established for
septage management in AzMC (30%
women workers in the cell)

4a.

4b.

4c.

4d.

AzMC and AMC’s
annual progress
reports

AzMC and AMC’s
Water and
sanitation division’s
annual reports

Quarterly progress
reports of the two
SIPMIUs

AzMC and AMC’s
annual and quarterly
progress reports

21

separately identified and managed.

Ring-fencing means that income, expenditure, assets and liabilities of water supply and

sanitation can be
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Key Activities with Milestones
Output 1. Water supply infrastructure constructed and rehabilitated
1.1 Based on DPRs, prepare and issue bid documents for the sub-projects of Agartala and Aizaw! (Q3 2015)
1.2 Complete evaluation and issue contracts for the subprojects (Q1 2016)
1.3 Start construction and rehabilitation in Agartala and Aizawl (Q1 2016 — Q2 2016)
1.4 Commission project and water supply system operational in Agartala and Aizawl by 2018
Output 2. Sanitation infrastructure constructed
2.1 Based on DPRs, prepare and issue bid documents for the sub-projects of Agartala and Aizawl (Q2 2015)
2.2 Complete evaluation and issue contracts for the subprojects (Q1 2016)
2.3 Start construction and complete delivery of equipment in Agartala and Aizawl (Q1 2016 — Q2 2017)
2.4 Commission project and implement septage management Agartala and Aizawl by 2018
Output 3. Solid waste management infrastructure constructed and rehabilitated
3.1 Based on DPRs, prepare and issue bid documents for the sub-projects of Agartala and Aizawl (Q2 2015)
3.2 Complete evaluation and issue contracts for the subprojects (Q4 2015 - Q1 2016)
3.3 Start construction and complete delivery of equipment in Agartala and Aizawl (Q1 2016 — Q2 2017)
3.4 Commission project and implement segregation of waste at source (HH) by 2018
Output 4. Capacity for project implementation and service delivery improved
4.1 Unit Area based property tax implemented (Q4 2015)
4.2 Agreed user charges fully implemented in both Aizawl and Agartala (Q2 2017)
4.3 Ring fencing of water supply services completed (Q1 2018)
4.4 Training programs for SIPMIU and IPCC staff initiated (Q1 2016)

Inputs

ADB: $80,000,000 (OCR loan)
Government: $34, 000,000

Source: Asian Development Bank

AMC = Agartala Municipal Corporation; AzZMC = Aizawl Municipal Council; DPR = detailed project report; FHH = female headed
household; GE = Gender Equity; G/CD = Governance and Capacity Development; HHs = households; IPPC = Investment
program Coordination Cell; km = kilometer; Ipcd = Litres per capita per day; m?= square meter; MLD = million liters per day; MT
= metric ton; NA = Not applicable, O&M = Operations and Maintenance; Q = Quarter; SIPMIU = State Investment Program
Management and Implementation Unit; SWM = Solid Waste Management; TPD = tonnes per day; WTP = water treatment
plant.

B. Monitoring

51. Project performance monitoring. The existing DSMCs, engaged under Project 1, will
assist the SIPMIUs in completing baseline data collection. The new DSMC for Aizawl and the
existing and new DSMCs for Agartala will assist the SIPMIUs to monitor performance of Project
3 using the targets, indicators, assumptions, and risks in the project design and monitoring
framework, including how beneficiaries will be involved in project monitoring and evaluation, and
report it in the quarterly progress reports to be submitted to ADB. These reports will provide
information necessary to update ADB's project performance reporting system.*

52. Compliance monitoring:

583. Safeguards monitoring: Project 3 SIPMIUs will submit separate semi-annual safeguard
monitoring reports on environmental and social safeguards (EMR & SMR) to ADB, which will be
disclosed on ADB’s website. The monitoring reports will be prepared by the SIPMIUS’
safeguards officers, with inputs from the consultants and contractors. The status of safeguards
implementation, issues, and corrective actions are to be clearly reported to ADB. The status of
safeguards implementation will also be discussed at each ADB review mission, with necessary
issues and agreed actions recorded in Aide Memoires. The outline of the semiannual
safeguards monitoring report is the Appendix 3.

22 ADB's project performance reporting system is available at:
http://www.adb.org/Documents/Slideshows/PPMS/default.asp?p=evaltool



http://www.adb.org/Documents/Slideshows/PPMS/default.asp?p=evaltool
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54. Gender and social dimensions monitoring: The progress of GAP implementation will
be closely reviewed and monitored at each ADB review mission and incorporated in the
quarterly progress reports as well as evaluation reports and sent to ADB. Sex disaggregated
database will be developed and data regularly updated during implementation. The evaluation
of GAP implementation will be carried out as part of benefit monitoring, including at project
completion. Core labor standards, including equal wage for women and men for work of equal
value, will be closely monitored.

C. Evaluation

55. SIPMIUs will conduct regular review meetings, preferably twice a month with all the
contractors, consultants, and SIPMIU staff, under Project 3 to evaluate implementation progress
and explore mitigation measures to address any bottlenecks and issues. A monthly report is
prepared and circulated to all that identifies the corrective measures taken on the previous
month’s issues. The PPMS also aims to detect any deficiency and discrepancy between the
plan and the execution of the project in order to ensure that timely corrections can be made to
adjust the design and implementation issues. ADB conducts an annual review meeting to
evaluate the project progress.

56. In addition, a midterm review of Project 3 will be undertaken during the implementation
period. The midterm review will evaluate in detail the scope of the loans, implementation
arrangements, any outstanding issues, environment and resettlement as well as other
safeguard issues, achievement of scheduled targets, contract management progress, and other
issues, as appropriate and generate agreement on any changes that may be needed. Within 6
months of physical completion of Project 3, MOUD, with inputs from the SIPMIUs, will submit a
project completion report to ADB.*

D. Reporting

57. SIPMIUs will provide ADB the following reports, all of which are subject to web
disclosure in compliance with ADB’s Public Communications Policy (2011):

(i) Quarterly progress reports (QPRs) in a format consistent with ADB's project
performance reporting system within 30 days of the end of each quarter;**

(ii) Semi-annual safeguards monitoring reports;

(iii) Consolidated annual reports including: (a) progress achieved by output as
measured through the DMF indicator's performance targets; (b) key
implementation issues and solutions; (c) updated procurement plan; and (d)
updated implementation plan for next 12 months;

(iv) A project completion report®® within 6 months of physical completion of the
project; and

(v) Audited consolidated project financial statements and associated auditor's report
within nine months of the end of each fiscal year.

2 Project completion report format is available at: http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-
Sector-Landscape.rar

2 An outline is provided in Appendix 6.

% Project completion report format is available at: http:/www.adb.org/Consulting/consultants-toolkits/PCR-Public-
Sector-Landscape.rar.


http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-Sector-Landscape.rar
http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-Sector-Landscape.rar
http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-Sector-Landscape.rar
http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-Sector-Landscape.rar
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E. Stakeholder Communication Strategy

58. The consultation and participation plan® for Project 3 (Appendix 4) has been prepared.
Information flows will focus on: (i) sharing project information (scope and progress) with decision
makers, responsible agencies, consultants and contractors; (ii) explain the project and resolve
concerns raised by affected persons; and (iii) involve beneficiaries in field-level monitoring
activities. They provide information on: (i) who is responsible to ensure the actions and strategy
are implemented, and (ii) what resources are required to implement the plan and strategy.

X. ANTICORRUPTION POLICY

59. The Borrower, MOUD, and SEAs are advised of ADB’s Anticorruption Policy (1998, as
amended to date). Consistent with its commitment to good governance, accountability and
transparency, implementation of the Project 3 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 Project. In this regard,
investigation of government officials, if any, would be requested by ADB to be undertaken by the
government.

60. 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 states and implementing agencies and all contractors, suppliers, consultants,
and other service providers as they relate to the Project 3y. Individuals/entities on ADB’s
anticorruption debarment list are ineligible to participate in ADB-financed activity and may not be
awarded any contract under the project.

61. ADB's Anticorruption Policy designates the Office of Anticorruption and Integrity (OAl) as
the point of contact to report allegations of fraud or corruption among ADB-financed projects or
its staff. OAl is responsible for all matters related to allegations of fraud and corruption. For a
more detailed explanation refer to the Anticorruption Policy and Procedures. Anyone coming
across evidence of corruption associated with the project may contact the Anticorruption Unit by
telephone, facsimile, mail, or email at the following numbers/addresses:

by email at integrity@adb.org or anticorruption@adb.org
by phone at +63 2 632 5004
by fax t0+6326362152
by mail at the following address (Please mark correspondence Strictly Confidential):

Office of Anticorruption and Integrity
Asian Development Bank
6 ADB Avenue Mandaluyong City
1550 Metro Manila, Philippines

% Staff Guide to Consultation and Participation: http://www.adb.org/participation/toolkit-staff-guide.asp and, CSO
Sourcebook: A Staff Guide to Cooperation with Civil Society Organizations:
http://www.adb.org/Documents/Books/CSO-Staff-Guide/default.asp.


mailto:anticorruption@adb.org
http://www.adb.org/participation/toolkit-staff-guide.asp
http://www.adb.org/Documents/Books/CSO-Staff-Guide/default.asp
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XIL. ACCOUNTABILITY MECHANISM

62. 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 a good faith effort 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.

Xll. RECORD OF PAM CHANGES

63. {All revisions/updates during course of implementation should retain in this Section to
provide a chronological history of changes to implemented arrangements recorded in the PAM.}
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OUTLINE TERMS OF REFERENCE FOR CONSULTANTS

1A. DESIGN, CONSTRUCTION SUPERVISION AND MANAGEMENT CONSULTANTS FOR
AIZAWL

L. SCOPE OF SERVICES

1. The design, supervision and management consultant (DSMC) for Aizawl will: (i) conduct
surveys, investigations and tests, (ii) technical appraisal of subprojects and updating preliminary
designs, (iii) detailed engineering designs/review of design, (iv) construction supervision and
contract monitoring, (v) manage and implement water supply and septage management
subprojects, and (vi) monitoring safeguard measure and preparation and monitoring project
performance monitoring system (PPMS).

. TEAM COMPOSITION, KEY ACTIVITIES, AND QUALIFICATION REQUIREMENTS

2. The required inputs will be of 385 person months key experts (national consultants), as
well as 324 person months of non-key experts (support staff). Detailed breakdown of the type of
consultants and their inputs is given in Table 1. The overall responsibility will be with the team
leader. The indicative schedule of inputs is as follows:
(i contract management (1 specialist, 40 person-months);
ii water supply (1 specialist, 22 person-months);
iii) sanitation (1 specialist, 12 person-months);
iv) solid waste management (1 specialist, 12 person-months);
% Electrical Engineer (1 specialist, 6 person months);
Mechanical Engineer (1 specialist, 6 person months);
Structural Engineer (1 specialist, 4 person months);
i)  supervision engineers (4 person, 144 person-months);
finance management (1 specialist, 9 person-months);
X community development and public awareness (1 specialist, 40 person-months);
Xi) resettlement & social safeguards (1 specialist, 40 person-months);
xii)  environmental safeguards (1 specialist, 40 person-months); and
xiii)  monitoring and evaluation (1 specialist, 10 person-months).

A. Specific Terms of Reference - Key Experts

3. Team Leader/Contract Management Expert (Design and Construction
Supervision). It is preferred that the Team Leader be a professionally qualified graduate civil
engineer with preferably ten years or more experience in (i) designing (ii) project management
and (iii) contract management in major projects in the field of urban development. The Team
Leader shall be solely responsible for the design review and construction supervision of the
urban water and sanitation and solid waste management schemes. He shall also be responsible
for overseeing the implementation of due diligence aspects into contractual agreements under
the project. He will report directly to the SIPMIU Project Director (PD). Preferably the Team
leader be competent in planning, designing, contractual management, resolving problems,
quality maintenance, budgeting and financial control, progress monitoring, international
procurement procedures, communication skills and documentation. The specific tasks include:
(i) Assist the PD and other staff in the day-to-day management of project activities;
(ii) Assist the PD and other staff in planning, control and management of the teams’
work;
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(iii) Assist in developing implementation schedules and resource requirements;

(iv) Assist in monitoring progress, evaluating results and identification and resolution
of constraints; and

(V) Coordinate activities with various implementing agencies and stakeholders,
including communities and NGOs.

4. Water Supply Engineer/ Network Modeling Design and Non-revenue water (NRW)
expert. The Water Supply Engineer should be a professionally qualified engineer. Experience of
6 years or more in managing major projects in the water sector is an added advantage. The
Water Supply Engineer will be responsible for

(i) Designing/Design Review and reviewing topographical, geotechnical and other
surveys;

(ii) Conduct a full detailed engineering design/reviewing the design of treated water
transmission lines for Aizawl, distribution networks, storage structures other parts
of the system, water supply source augmentation including intake and treatment
plant as deemed necessary; and

(iii) The expert will conduct on-the-job training particularly in non-revenue water
reduction with use of the latest international equipment and techniques for (i)
detecting and recording losses in the water distribution network, (ii) addressing
both apparent and real water losses.

5. Sewerage and Wastewater Treatment Specialist. The sewerage specialist shall be a
professionally qualified civil engineer. Experience of 6 years or more in design of sewerage
systems is an added advantage. The sub-team’s specific tasks include:

(i Review design prepared by Contractor for sewerage treatment plant

(i) Prepare and review design for Sewerage networks

(iii) Assist SIPMIU in Sewerage sub-project contract management

(iv) Assist the Resident Engineers/Asst. Engineer as required

6. Solid Waste Management Specialist. Solid Waste Management Specialist shall be a
professionally qualified engineer/environment expert/MBBS. Experience of 6 years or above in
Solid Waste Management is an added advantage. The Solid Waste Management specialist’s
specific tasks include:
(i) Assist the Resident/Asst. Engineers as required;
(i) Review contractor’'s proposals for the most suitable, economic and easy to
operate and maintain system;
(iii) Provide overall guidance and advice to the SPMIU in matters pertaining to solid
waste management policies and their application; and
(iv) Review the detailed designs prepared for Aizawl solid waste management and
provide advice to the SIPMIU.

7. Electrical/Mechanical Engineer. The specialists should be a graduate engineer in the
field of electrical and/or mechanical engineering with an experience of 6 years or more.
Experience in the design of (a) plant for water, sewerage and solid waste management systems
and pumping stations and (b) highly automated systems on water or sewerage systems is an
added advantage. The specific tasks include:
(i Review the design the electrical and mechanical plant equipment including
specification and schedules;
(i) Liaise with the designers, electrical/mechanical and ICA engineers on operational
philosophy and when preparing the system design and drawings;
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Assist SIPMIU staff in the approval of specification of electromechanical goods to
be supplied by the contractor;

Assist in the preparation of documentation and supervision of the dedicated
power supply for the water scheme; and

Review the contractor's assessment of the power requirements and establish
power availability and assist SIPMIU staff obtaining the requirement from CES.

8. Structural engineer. The structural engineer should be an engineer, preferably a civil
engineer with relevant experience in structural engineering. Experience of 6 years and above of
which 4 years in structural design of concrete water retaining structures is an added advantage.
The duties of Structural engineer are:

(i
(ii)

(i)

Review soil investigations;

to review all structural designs and necessary structural drawings and
specifications, including components relating to reservoir
construction/rehabilitation, water supply components, sewerage components and
building construction; and

ensure compliance with applicable building rules of the State, with an specific
focus on compliance on seismic resistant requirements.

9. Assistant Engineer/Resident Engineers. The Assistant Engineer/Resident Engineers
should be a graduate civil engineer. Experience of 4 years or more in supervising construction
works within the water sector is preferable. The tasks will be to oversee the following activities:

(i)
(ii)

Assist SIPMIU staff designs review

Review and approve the construction methodology and schedule submitted by
the contractor;

Implement a construction management system for the works;

Directly supervise and monitor the contractors activity to ensure satisfactorily
standards, quality assurance, control of workmanship and progress; and

Check contractors’ setting out.

10. Community Development, GAP Implementation and Public Awareness Specialist.
The Community Development & Public Awareness Specialist should be a graduate in Social
Sciences. Experience of 4 years or more in Social development related works is preferable. The
specific tasks for Community Awareness and Participation Specialist will be:

Assist the SIPMIU in the design, preparation, planning and management of the
community participation and awareness program;

Prepare an inventory and review recent and current community-based initiatives
in Aizawl; organizations involved, mechanisms used, successes achieved,;

Plan and deliver initial briefing, training and orientation of SIPMIU in community
participation and awareness programs;

Assist and advise the SIPMIU on how to manage and co-ordinate the
implementation of the environmental public health and water optimization
awareness programs;

Provide continuous guidance on suitable mechanisms for participatory interaction
with and training of local government and CBOs;

Develop and implement specific measures to ensure participation of vulnerable
groups, including women and the poor;

Assist SIPMIU in implementation & monitoring of GAP;

Support in capacity building for Gender mainstreaming activities under the project
at each level;
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(ix)

(xv)

(xvi)
(xvii)
(xviii)
(xix)
(xx)
(xxi)

(xxii)

Monitor GAP implementation progress, collect data disaggregated by sex and
submit update on progress and achievement in template presented by ADB at
each quarter;

Monitor performance and impact of the community participation in the field and
on the towns, if needed make adjustments to the program; review field reports;
and advise SIPMIU on actions required; prepare annual reports on performance
and impact of community participation and development activities;

Plan and organize regular training events, including workshops and seminars for
the duration of the Program;

Prepare Information, Education and Communication materials and media
campaigns, advertisement clippings, Web pages, etc. of the Investment Program
and first tranche;

Promote Investment Program’s Urban Governance, Finance, and Service
Delivery Improvement Action Plan;

Prepare Awareness campaign on (a) the need for and application of user charges
for improved urban services, (b) water optimization and conservation program, (c)
environmental and social issues, such as, and (d) resettlement entitlements
through various media means;

Disseminate information about the Investment Program to the target groups
especially women. Build stakeholders’ awareness on the long-term benefits and
short-term inconvenience of the Program in order to gain full support to the
beneficiaries towards the Program;

Make the beneficiaries aware of preventive care to avoid any health related
hazards;

Make the beneficiaries aware of their responsibilities, including issues such as
user charges and property tax reform etc. for achieving the goal of the program;
Make the beneficiaries aware of the existing health care facilities and how to
make optimal use of these;

Invite feedback from beneficiaries on aspects of the program and sub-programs
and advise the SIPMIU of how these might influence future program and sub-
programs design;

Assist SIPMIU in implementation and monitoring of GAP;

Support in capacity building for gender mainstreaming activities under the project
at each level; and

Monitor GAP implementation progress, collect data disaggregated by sex and
submit update on progress and achievement in template presented by ADB at
each quatrter.

11. Environmental Specialist. The Environmental specialist should be a graduate in
Environmental Science/ Engineering. The expert with 5 years or more experience of which 3
years in the performance of environmental assessments with particular reference to dam
construction and wastewater projects and the impact of construction works will be an added
advantage. The expert’s specific tasks include:

(i)

Assist the SIPMIU in the preparation of the necessary environmental impact
assessments in accordance with ADB, Gol and Government of Mizoram
standards for environmental assessment of Investment Program tranches and
subprojects;

Assist SIPMIU in obtaining environmental clearances and consents to establish
and operate;

Assist the SIPMIU in reviewing, preparing and updating initial environmental
examinations and environmental management plan for the Project;



Appendix 1 47

(iv) Ensure the implementation of IEEs and environmental impact assessments are
consistent with Government and ADB policies, and the EARF agreed upon by the
Government and ADB for Mizoram’s sub-projects; and

(V) Provide advice and support to ensure SIPMIU obtain necessary Government
approvals.

12. Resettlement & Social Safeguards Specialist. The specialist should have a degree in
Social Science with 5 years or more experience will be an added advantage. Resettlement
issues will be managed and coordinated by a domestic Resettlement Specialist in the SIPMIU.
The specialist shall provide advice on any resettlement issues and assist the SIPMIU and other
bodies in the processing and resolution of resettlement claims. He/she shall provide advice on
the correct procedures to be followed and prepare a schedule of when actions should be taken
relevant to the design and construction program. The action plan shall comply with the relevant
policies of the Government of India and ADB’s SPS (2009), Resettlement Frameworks. Specific
responsibilities and actions include:

(i) Assist the SIPMIU in coordinating all social issues and ensuring that all sub-
projects comply with Government and ADB social safeguards. This includes the
preparation of Corrective Action Plan (CAP) when required;

(ii) Assist the SIPMIU in disseminating of project information and GRM process and
procedures, preparing and updating Resettlement Plans, Indigenous People
Development Plans (IPDPs) and confirming the finding of due diligence report
(DDRs) prepared;

(iii) Assist the SIPMIU in the preparation of Semiannual social safeguard monitoring
reports (SMR) for submission to ADB and disclosure;

(iv) Coordinate valuation by the valuation committees and finalization of
compensation packages;

(V) Prepare and review all social safeguards documents (RPs, SMRs and IPDPs, as
required) developed by SIPMIU and ensure that comments from the ADB are
integrated in finalized documents;

(vi) Monitor the compliance of land ownership transfer of the project lands prior to the
starts of civil works;

(vii)  Supervise and monitor implementation of the Resettlement Plans and IPDPs (to
be undertaken through a recruited NGO under the DSC); and

(viii)  Support the SIPMIU in monitoring and implementation of project GRM and when
finding solution for complaints and grievances. For any recurring issues and
complaint specific actions/mitigation plans may be prepared.

13. Financial Management Specialist. The Financial Management Specialist should be a
Chartered Accountant from recognized professional institution with 6 years or more professional
experience in the field. Knowledge in current international/national accounting standards and
generally accepted procedure is an added advantage. He/she will:
(i) Liaise with senior accountants in the Investment Program Coordination Cell
(IPCC) and SIPMIU;
(ii) Assist SIPMIU to establish a sound accounting practice and systems to manage
resources available at the investment program;
(iii) Assist in budgetary control processes, design budget procedures, and budget
formats;
(iv) Train SIPMIU staff in the preparation of annual budget estimates and
disbursement plans in line with Project Account requirement;
(V) Review the financial management system of Government agencies involved in
the Program and make recommendations for optimal integration;
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(vi) Advise on the establishment of billing & collection system;

(vii)  Assist in preparing annual project account as per Accrual based double entry
accounting system;

(viii)  Assist in audit of project account by Auditor General;

(ix) Assist in preparing reimbursement claim; and

(x) Any other issue relating to finance/account.

14. Monitoring and Evaluation Specialist. The specialist should have a degree in a
relevant subject (evaluation, public health or related subject) with 6 years’ experience in the field
is preferable. He/she will:
(i assess the SIPMIU/Government’'s M&E procedures, indicators, and reports;
(i) identify physical, institutional, and financial data to be analyzed to monitor
sustainability and impact of project services, and achievement of an Action
Program and Performance Criteria for development, and agree these with the
IPCC;
(iir) Establish an Investment Program Performance Monitoring System within the
three months of loan effectiveness and submit it to ADB;
(iv) Prepare a framework for continuous monitoring throughout the investment
program; and
(V) draft a conceptual design of the MIS/M&E program;

15. All proposed experts are required to perform other relevant functions as required by the
TOR.

B. Non-Key Expert:

16. Junior Engineers. The consultant should also provide 9 nos. of Junior Engineer with
approximately 324 person months as a Non-Key Expert. It is preferred that the Junior Engineer
be a Diploma in Civil Engineering. 4 years experience in supervision of works in water supply
sector will be an added advantage.

M. SCHEDULE OF REPORTING AND SUBMISSIONS

17. The team leader is responsible for delivery of all reports. The DSMC is required to
submit following reports, for each subprojects, to the SIPMIU Director in English. All reports
should be submitted as required below and in an electronic and hard copy format.

(i) Inception report in 5 copies plus a soft copy, one month after the issue of letter of
commencement of work. This report should include the related works, details of
program of works and deliverable with time schedule up to the project period,
which the consultant proposes to implement;

(i) Design review report in 5 copies plus a soft copy three months after the

commencement of work, which will give the opinion on design criteria, concepts,

outline and implementation arrangements;

(iii) Final design review report in 5 copies plus a soft copy;

(iv) Commissioning report in 5 copies plus a soft copy;

(v Report on completion in 5 copies plus a soft copy;

(vi) Progress Reports in 5 copies plus a soft copy at monthly, quarterly, semi-
annually and yearly intervals, summarizing financial situation of all work and
contracts, progress achieved, difficulties encountered and issue to be resolved;

(vii)  O&M manuals 5 copies plus a soft copy; and

(viii)  Final Report in 5 copies with soft copy.
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1 B: DESIGN, CONSTRUCTION SUPERVISION AND MANAGEMENT CONSULTANTS FOR
AGARTALA

L. SCOPE OF SERVICES

1. The design, supervision and management consultant (DSMC) will: (i) conduct surveys,
investigations and tests, (ii) technical appraisal of subprojects and updating preliminary designs;
(iii) detailed engineering designs/review of design, (iv) construction supervision and contract
monitoring, (v) monitoring safeguard measure and preparation and monitoring project
performance monitoring system (PPMS).

L. TEAM COMPOSITION, KEY ACTIVITIES AND QUALIFICATION REQUIREMENTS

2. The team will comprise of 375 person months Key Experts (national consultants), as well
as 381 person months of Non-Key Experts (support staff) time. Detail breakdown of the type of
consultants, and individual inputs is given in Table 2. Specific tasks of the sub-teams and
expertise required is given in the following paragraphs. The overall responsibility will be with the
Team Leader. The indicative schedule of inputs is as follows:

(i) contract management (1 specialist, 12 person-months),

(ii water supply (1 specialist, 6 person-months),

(iii sanitation (1 specialist, 2 person-months),

(iv) supervision engineers (12 person-months),
(v community development and public awareness (1 specialist, 9 person-months),
(
(
(

=

VI) resettlement & social safeguards (1 specialist, 6 person-months),
Vi ) environmental safeguards (1 specialist, 4 person-months), and
viii)  monitoring and evaluation (1 specialist, 6 person-months).

A. Specific Terms of Reference - Key Experts

3. Team Leader/Contract Management Expert (Design and Construction
Supervision). It is preferred that the Team Leader be a professionally qualified graduate civil
engineer with preferably ten years or more experience in (i) designing (ii) project management
and (iii) contract management in major projects in the field of urban development. The Team
Leader shall be solely responsible for the design review and construction supervision of the
urban water and sanitation and solid waste management schemes. He shall also be responsible
for overseeing the implementation of due diligence aspects into contractual agreements under
the project. He will report directly to the SIPMIU Project Director. Preferably the Team leader be
competent in planning, designing, contractual management, resolving problems, quality
maintenance, budgeting and financial control, progress monitoring, international procurement
procedures, communication skills and documentation. The specific tasks include:
(i) Assist the Project Director and other staff in the day-to-day management of
Project activities;
(ii) Assist the Project Director and other staff in planning, control and management
of the teams’ work;
(iii) Assist in developing implementation schedules and resource requirements;
(iv) Assist in monitoring progress, evaluating results and identification and resolution
of constraints; and
(V) Coordinate activities with various implementing agencies and stakeholders,
including communities and NGOs.
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4. Water Supply Engineer (Network Modeling Design & NRW). The Water Supply
Engineer should be a professionally qualified engineer. Experience of 6 years or more in
managing major projects in the water sector is an added advantage. The Water Supply
Engineer will be responsible for:

(i) Designing/Design Review and reviewing topographical, geotechnical and other
surveys;

(i) Conduct a full detailed engineering design/reviewing the design of treated water
transmission lines for Aizawl, distribution networks, storage structures other parts
of the system, water supply source augmentation including intake and treatment
plant as deemed necessary; and

(iii) The expert will conduct on-the-job training particularly in Leak Detection and
Rectification Programme (Non-Revenue Water Reduction) with use of the latest
international equipment and techniques for (a) detecting and recording losses in
the water distribution network, and (b) addressing both apparent and real water
losses.

5. Sewerage and Wastewater Treatment Specialist. The sewerage specialist shall be a
professionally qualified engineer, preferably a civil or chemical engineer. Experience of 6 years
or more in design of sewerage systems is an added advantage. The sub-team’s specific tasks
include:

|) Review design prepared by Contractor for STP;

i Prepare and review design for Sewerage networks;

iii Assist SIPMIU in Sewerage sub-project contract management; and

iv) Assist the Resident Engineers/Asst. Engineer as required.

=

6. Assistant Engineer/Resident Engineers. Assistant Engineer/Resident Engineers will
be a professionally qualified engineer, preferably a graduate of civil engineering. Experience of
4 years or more in supervising construction works within the water sector is preferable. The
tasks will be to oversee the following activities:
(i) Assist SIPMIU staff designs review;
(i) Review and approve the construction methodology and schedule submitted by
the contractor;
(iii) Implement a construction management system for the works;
(iv) Directly supervise and monitor the contractors activity to ensure satisfactorily
standards, quality assurance, control of workmanship and progress; and
(V) Check contractors’ setting out.

7. Community Development and Public Awareness Specialist. The Community
Development & Public Awareness Specialist will preferably be a graduate in Social Sciences.
Experience of 4 years or more in social development related works is preferable. The specific
tasks for Community Awareness and Participation Specialist will be:

(i) Assist the SIPMIU in the design, preparation, planning and management of the
community participation and awareness program;
(i) Prepare an inventory and review recent and current community-based initiatives

in Aizawl; organizations involved, mechanisms used, successes achieved,;

(iii) Plan and deliver initial briefing, training and orientation of SIPMIU in community
participation and awareness programs;

(iv) Assist and advise the SIPMIU on how to manage and co-ordinate the
implementation of the environmental public health and water optimization
awareness programs;
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The Community Development and Public Awareness Specialist will also mobilize
community organizers to support SIPMIU in the management and
implementation of the water supply and septage management subprojects to:

(a) ensure close co-ordination between beneficiary households, government
and septage land donors, SIPMIU, AMC and DSMC during
implementation of house connections for water supply as well as
sewerage/bio-digesters;

(b) generate awareness among households about the septage management
subproject and its benefits, proposed technology, project cost,
implementation  schedule, potential impacts-temporary  (during
construction) and permanent, grievance redress procedures during
implementation and expected average response time, operation and
maintenance needs; water conservation and maintenance of household
connections/pipelines, combined monthly billing for water and
sewerage/septage management etc.;

(c) mobilise community, form user groups for common facilities (water and
septage), establish procedures for handling operation and maintenance
issues and reporting any issues that they cannot resolve, to AMC;

(d) organise training of wiling community members (men and women) from
low income groups in plumbing and maintenance work;

(e) identify (through joint verification with SIPMIU and DSMC) poor and
vulnerable households requiring water supply connection subsidy;
support low income households to apply for subsidized water supply
connections;

() hold meetings with user communities of common facilities every six
months to monitor progress and issues;

(9) participate in meetings with DSMC, SIPMIU and AMC as and when

required;
(h) submit monthly progress reports; and
(i) document lessons learned each year, identify problem areas and follow-

up actions to ensure sustainability; analyze and report impacts of project
interventions.
Assist SIPMIU in implementation and monitoring of GAP;
Support in capacity building for gender mainstreaming activities under the project
at each level; and
Monitor GAP implementation progress, collect data disaggregated by sex and
submit update on progress and achievement in template presented by ADB at
each quarter.

8. Environmental Specialist. Preferably the Environmental specialist will be a graduate in
Environmental Science/ Engineering. The expert with 5 years or more experience of which 3
years in the performance of environmental assessments with particular reference to urban water
and sanitation projects and the impact of construction works will be an added advantage. The
expert’s specific tasks include:

(i)

(ii)

Assist the SIPMIU in the preparation of the necessary environmental impact
assessments in accordance with ADB, Gol and Government of Tripura standards
for environmental assessment of Investment Program tranches and subprojects;
Assist SIPMIU in obtaining environmental clearances and consents to establish
and operate;
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Assist the SIPMIU in reviewing, preparing and updating initial environmental
examinations and environmental management plan for the Project;

Ensure the implementation of IEEs and environmental impact assessments are
consistent with Government and ADB policies, and the EARF agreed upon by the
Government and ADB for Tripura’s sub-projects; and

Provide advice and support to ensure SIPMIU obtain necessary government
approvals.

9. Resettlement & Social Safeguards Specialist. It is preferred that the specialist have a
degree in Social Science with 5 years or more experience in dealing with resettlement and
social safeguards issues of infrastructure projects. Resettlement issues will be managed and
coordinated by a Resettlement Specialist in the SIPMIU. The specialist shall provide advice on
any resettlement issues and assist the SIPMIU and other bodies in the processing and
resolution of resettlement claims. He/she shall provide advice on the correct procedures to be
followed and prepare a schedule of when actions should be taken relevant to the design and
construction program. The action plan shall comply with the relevant policies of the Government
of India and ADB’s SPS (2009), Resettlement Frameworks. Specific responsibilities and actions

include:

(i)

(ii)

Assist the SIPMIU in coordinating all social issues and ensuring that all sub-
projects comply with Government and ADB social safeguards. This includes the
preparation of Corrective Action Plan (CAP) when required;

Assist the SIPMIU in disseminating of project information and GRM process and
procedures, preparing and updating Resettlement Plans (RPs), Indigenous
People Development Plans (IPDPs) and confirming the finding of due diligence
report (DDRs) prepared;

Assist the SIPMIU in the preparation of Semiannual social safeguard monitoring
reports (SMR) for submission to ADB and disclosure;

Coordinate valuation by the valuation committees and finalization of
compensation packages;

Prepare and review all social safeguards documents (RPs, SMRs and IPDPs, as
required) developed by SIPMIU and ensure that comments from the ADB are
integrated in finalized documents;

Monitor the compliance of land ownership transfer of the project lands prior to the
starts of civil works;

Supervise and monitor implementation of the Resettlement Plans and IPDPs (to
be undertaken through a recruited NGO under the DSC); and

Support the SIPMIU in monitoring and implementation of project GRM and when
finding solution for complaints and grievances. For any recurring issues and
complaint specific actions/mitigation plans may be prepared.

10. Monitoring and Evaluation (M&E) Specialist. The specialist preferably having a
degree in a relevant subject, such as engineering, with 6 years’ experience inevaluation and
monitoring of infrastructure projects ) in the field is preferred. He/she will:

(i
(ii)

(i)

assess the SIPMIU/Government’'s M&E procedures, indicators, and reports;
identify physical, institutional, and financial data to be analyzed to monitor
sustainability and impact of project services, and achievement of an Action
Program and Performance Criteria for development, and agree these with the
IPCC;

Establish an Investment Program Performance Monitoring System within the
three months of loan effectiveness and submit it to ADB;
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(iv) Prepare a framework for continuous monitoring throughout the investment
program; and
(V) draft a conceptual design of the M&E program.

B. Non-Key Expert:

11. Junior Engineers: The consultant should also provide nine (9) Junior Engineers with
approximately 234 person months as Non-Key Experts. It is preferred that the Junior Engineer
have a minimum of Diploma in Civil Engineering. Four years’ experience in supervision of works
in water supply sector will be an added advantage.

M. SCHEDULE OF REPORTING AND SUBMISSIONS

12. The team leader is responsible for delivery of all reports. The DSMC is required to
submit following reports, for each subprojects, to the SIPMIU Director in English. All reports
should be submitted as required below and in an electronic and hard copy format.

(i) Inception report in 5 copies plus a soft copy, one month after the issue of letter of
commencement of work. This report should include the related works, details of
program of works and deliverable with time schedule up to the project period,
which the consultant proposes to implement;

(i) Design review report in 5 copies plus a soft copy three months after the

commencement of work, which will give the opinion on design criteria, concepts,

outline and implementation arrangements;

(iii) Final design review report in 5 copies plus a soft copy;

(iv) Commissioning report in 5 copies plus a soft copy;

(v Report on completion in 5 copies plus a soft copy;

(vi) Progress Reports in 5 copies plus a soft copy at monthly, quarterly, semi-
annually and yearly intervals, summarizing financial situation of all work and
contracts, progress achieved, difficulties encountered and issue to be resolved;

(vii)  O&M manuals 5 copies plus a soft copy; and

(viii)  Final Report in 5 copies with soft copy.
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UPDATED SUMMARY POVERTY REDUCTION AND SOCIAL STRATEGY

Country: India Project Title: | North Eastern Region Capital Cities
Development Investment Program
(NERCCDIP) Project 3

Lending/Financing Multi-tranche Financing Department/ | South Asia Department/
Modality: Facility (MFF) Division: Urban Development and Water Division

1. POVERTY AND SOCIAL ANALYSIS AND STRATEGY
Poverty targeting: targeted intervention—MDGs/SDGs

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy
Reduction of poverty incidence and deprivation in India is a priority of the Government of India (Gol). North Eastern
Region Capital Cities Development Investment Program (NERCCDIP) was framed within Gol's 11th Five-year Plan
(2007-2012), which aimed to reduce poverty and regional disparities by ensuring, among others, access to basic
physical infrastructure. NERCCDIP’s implementation has remained consistent with this roadmap. Government’s
commitment for the development of NER, as one of the least developed regions in India, was recently affirmed in its
Economic Survey 2014-2015, saying that the NER states are expected to benefit significantly from various central-
government sponsored grants to the states in India. NERCCDIP is also consistent with recently launched central
government schemes in the urban sector, such as the Swachh Bharat Abhiyan. In addition, the urban reforms under the
NERCCDIP continue to support implementation of the 74th Constitutional Amendment Act of Gol, which is an important
pillar and focus of the government in the urban centers.The proposed Project 3 of the NERCCDIP includes community
participation components, particularly for water supply and septage management subprojects, and is expected to
address deficiencies in urban services in two selected capital cities - Agartala and Aizawl - of NER states and boost the
regional economy through improved services. Water supply, septage management and solid waste management,
improvements will also directly contribute to achieving the Sustainable Development Goals (SDGs) 6 and 11, which
build on the MDGs.

B. Results from the Poverty and Social Analysis during Due Diligence

1. Key poverty and social issues. Urban poverty in the targeted NER states under NERCCDIP is estimated to range
from 3.66% in Sikkim, 9.26% in Meghalaya, 6.36% in Mizoram, 7.42% in Tripura to 16.48% in Nagaland; against 13.7%
urban poverty at all-India level. An estimated 0.275 million urban poor (0.5% of urban poor population in India) live in
these states, of which the majority are estimated to live in the state capitals (Economic Survey, India, 2014-15 (footnote
b). However, it is commonly understood that income poverty data alone does not accurately reflect all the dimensions of
poverty in the NER. Inadequate infrastructure especially water availability and a stagnant manufacturing industry are
known to have affected economic growth in the NER. Lack of access to reliable and quality urban services, time spent
on water collection, and water and vector-borne disease burden, are some of the key issues that affect the population
of the target cities, especially the poor. Project 3 subprojects are designed to ensure NERCCDIP’s contribution to the
impact and outcome of MDG7/related SDGs. Baseline and impact monitoring through the Project Performance
Monitoring System (PPMS) is already in place at the implementing agencies of NERCCDIP.

2. Beneficiaries. In combination with Projects 1 and 2 investments under NERCCDIP, Project 3 seeks to provide full
coverage of water supply, sanitation and solid waste management (SWM) facilities, including low income areas within
the municipal boundaries, in Aizawl and Agartala. Targeted populations will include currently unconnected houses,
which are the poor, disadvantaged, female—headed, and minorities/migrants/disadvantaged ethnic groups. Poor
female-headed households (FHH) and below poverty line (BPL) households will benefit from subsidized water supply
and free sewerage connections in NERCCDIP areas as well as employment opportunities for unskilled construction
work. The poorest and most vulnerable households - men and women- will also directly benefit from jobs created under
NERCCDIP for O&M of facilities created. Time savings and health benefits as a result of the water supply and
sewerage/septage subprojects will lead to benefits / opportunity cost savings for the poor (and non-poor), especially
women and girl children. Under the septage management component in Aizawl; 121 bio-digesters are proposed in low
income areas; to benefit over 2,200 low income households, including BPL households. Improvements in water supply
and environmental quality through water supply, sanitation and SWM improvement will lead to public health
improvements, which is expected to benefit the community and the poor in particular.

3. Impact channels. Impact channels include access to improved water supply, sewerage/ septage management and
SWM services for all, including poor and vulnerable households and female-headed households, in NERCCDIP areas.

4. Other social and poverty issues. NERCCDIP addresses poverty and vulnerability indirectly, through the delivery of
improved water supply and sanitation services, which by their very nature, lead to social, economic, health and
environmental benefits. NERCCDIP, including Project 3, will also directly benefit the poor and vulnerable, including
FHH, through employment in construction work and O&M of facilities created. However, it does not address the issue of
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unemployment and income poverty in totality; these will be addressed by government schemes.

5. Design features.NERCCDIP contains pro-poor elements in its design and targets inclusion of poor and vulnerable.
Pro-poor design elements include subsidizing connection costs for water supply, free connections for sewerage, and
community participation programs. Project 3 subprojects, like subprojects under Projects 1 and 2, are hinged on
community awareness, mobilisation and participation with the involvement of local NGOs/CBOs/women’s groups.

L. PARTICIPATION AND EMPOWERING THE POOR

1. Participatory approaches and project activities.

Consultation workshops, meetings, focus group discussions, and structured interviews were undertaken with
stakeholders during project preparation. The participation strategy for Project 3 envisages involvement of civil society,
such as NGOs/CBOs/women’s groups, in awareness generation, community mobilization, formation of user groups for
common facilities and identification of households requiring connection subsidies in Aizawl and Agartala. It targets the
poor and women'’s participation and inclusion in project benefits. Participatory processes are anticipated to enhance
sustainability. Consultations will be documented and reported in the periodic monitoring reports.

2. Participation plan.

XYes. [ No.

A specific component of the community awareness and participation strategy is the community mobilization and
awareness program, specifically focusing on (i) water conservation, prevention of water leakage and wastage within
their premises/locality, (ii) institutional set up on septage management, including the community’s role and
responsibilities, and formation of user groups; (ii) providing assistance to poor and vulnerable, including poor FHH to
apply for connection subsidies; and (iii) SWM, including awareness generation, role and responsibilities of communities
for safe and hygienic disposal of waste and prevention of dumping and open burning. This will be implemented by the
Community Development and Public Awareness Experts in the SIPMIUs, with support of DSMCs and local
NGOs/CBOs/women’s groups. They will identify and involve such entities, to assist in outreach activities, positively
influence and improve knowledge of general public, build the capacity of local CBOs/NGOs, and identify specific
activities for empowering local community to participate and benefit from NERCCDIP activities.

lll. GENDER AND DEVELOPMENT
Gender mainstreaming category: Effective Gender Mainstreaming (EGM)

A. Key issues. Primary and secondary data on status of women in Agartala and Aizawl reveal the following: although
female literacy is high, it is a few percentage points lower than male literacy. Unemployment is higher among women,
and the disparities in unemployment levels and in average earnings between male and FHH increase with lower
incomes. There is also a high correlation between poverty and gender of household head. Agartala recorded an
alarming decline in child sex ratio (0-6 years) by 13 points as per Census 2011, compared with Census 200, while in
Aizawl the condition was better. While day-to-day household decisions are made by women, all major decisions are
made by male members of the family. Lack of basic urban infrastructure and services affects women more than men.
Women play a primary role in managing water collection, sanitation and waste management. Water collection takes an
average of 3—4 hours per day, reducing time for women’s engagement in productive activities that could increase
household income and improve their position within the household and community. Women are more exposed to
diseases from contaminated water. A reduction in diseases, aside from reducing treatment costs and productivity
losses, would also reduce the burden of care-giving for the sick, a role often taken on by women in the household.
Tranche 3 subprojects are designed to address these issues.

B. Key actions.

XI Gender action plan  [] Other actions or measures [] No action or measure

The gender strategy ensures that gender issues are addressed, holistic empowerment of women is promoted, women
benefit equally from the project, and interventions avoid gender bias. A gender action plan (GAP) has been formulated
and agreed with SIPMIUs to maximize Project 3 benefits to women. Specific benefits to women will include; (i)
increased opportunities for women in income generation through involvement in construction activities and provision of
skill training; (i) capacity building and greater participation of women in management and O&M of sanitation and SWM
infrastructure created. The GAP also envisages an enabling institutional environment for gender mainstreaming.
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IV. ADDRESSING SOCIAL SAFEGUARD ISSUES

A. Involuntary Resettlement Safeguard Category: (1A XIB []C []FI

1. Key impacts. Kezl IR impacts are in forms of acquisition or negotiated settlement for privately owned or leased land
for a total 87674 m~ in Aizawl for water supply and solid waste infrastructure from two private land owners (considering
sites obtained exclusively for Project 3) and four Government land lease holders (Periodic Patta). Agartala’s water
supply facilities under Project 3 requiring 72 m? land are also proposed within the boundaries of 2 sites obtained for
Project 2 facilities. Voluntary land donations from private entities and non-profit institutions, of 21,308 m® were received
for (i) construction of approach road of the proposed WTP, (ii) three water reservoirs and their approach roads, and (iii)
septage management facilities in Aizawl. Government land of 76,288.5 m? was identified for water supply and solid
waste sites and 10,532.6 m? land for septage management sites in both states. There are potential livelihood
consequences for 59 ragpickers, which will be mitigated. One temporary structure on acquired land is affected. In
Agartala, trenchless technology of pipelaying is proposed in congested road stretches whereas in Aizawl, pipelaying in
congested market areas is proposed at night; hence, temporary impacts to businesses are avoided. The Resettlement
Framework for the program is updated. Two draft Resettlement Plans and 2 draft Due Diligence Reports are prepared;
these documents are to be updated and confirmed after some remaining detailed measurement surveys are completed.
2. Strategy to address the impacts. For permanent impacts, affected persons are entitled to compensation at
replacement value. GRM for the project is in place and safeguards documents are available in local language at
SIPMIU, municipal and land revenue offices.

3. Plan or other Actions.

X Resettlement plan [1 Combined resettlement and indigenous peoples plan

X Resettlement framework [ Combined resettlement framework and indigenous peoples

[J Environmental and social management planning framework

system arrangement [ Social impact matrix

[ 1 No action

B. Indigenous Peoples Safeguard Category: [ |A XIB [JC[L]FI

1. Key impacts. In case of Agartala: all subproject sites are within urban limits, no IPs/IP areas are affected. In

case of Aizawl subprojects: the population of Mizoram and of Aizawl comprises 99% and 92% scheduled tribes
respectively; hence Category B for Indigenous People impacts is triggered. Since Indigenous People comprise the
overwhelming majority of project beneficiaries, no specific IPP needs to be prepared for Aizawl. Affected persons and
beneficiaries of the project follow an urban way of life. The IPPF has been updated to ensure that any unforeseen
impacts to Indigenous Peoples during project implementation are addressed.

2. Is broad community support triggered? [] Yes X No

3. Strategy to address the impacts. Due diligence on Indigenous People reveals that: (a) Project 3 will have positive
impacts on indigenous peoples and no negative impacts were identified; (b) Scheduled tribe population is the majority
beneficiary of positive impacts in Aizawl city, which has 92% scheduled tribe population, triggering Category B for
Indigenous People impacts; and (c) the population of Agartala comprises 4.94% persons from scheduled tribes, who
are included among project beneficiaries. Indigenous People are the majority beneficiary in Aizawl, with only positive
impacts identified as shown through due diligence. Therefore measures for Indigenous Peoples have been included in
the overall project design and affected IPs are included in the prepared RP, negating the need for a separate IPP. The
IPPF has been updated to ensure that any unforeseen impacts to Indigenous Peoples during project implementation
are addressed.

4. Plan or other actions.

] Indigenous peoples plan [J Combined resettlement plan and indigenous peoples
X Indigenous peoples planning framework plan

[J Environmental and social management system [J Combined resettlement framework and indigenous
arrangement peoples planning framework

[] Social impact matrix [1 Indigenous peoples plan elements integrated in

[J No action project with a summary

V. ADDRESSING OTHER SOCIAL RISKS

A. Risks in the Labor Market

1. Relevance of the project for the country’s or region’s or sector’s labor market, indicated as high (H), medium (M), and
low or not significant (L).
[] unemployment (L) [] underemployment (L) [] retrenchment (L) [] core labor standards (H)

2. Labor market impact. Contractors’ agreements will have clauses on adherence to core labor standards and
preference in project-related construction work (skilled and unskilled) from the local community. Affected persons and
poor and vulnerable persons including women to be given preference for project-related construction work by
contractors, and for O&M related work.

B. Affordability
Connection charge for water supply will be subsidized for poor and vulnerable households including poor FHH to
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ensure their inclusion. The water supply connection charge for poor and vulnerable households (50% subsidy), will be
payable in up to 5 monthly instaliments, and will be affordable. Connections to sewerage system and bio-digesters will
be free for all households, including poor, vulnerable and FHH in project coverage areas. User charges for water and
sewerage will be affordable for the lowest consumption slab at less than 4% of mean monthly household income.

C. Communicable Diseases and Other Social Risks

1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA):

[ (L) Communicable diseases [ (NA) Human trafficking

[] (L) Others (please specify) Child labour

2. Risks to people in project area. Contractors and construction workers will be made aware on communicable diseases
including HIV/AIDS risks. SIPMIUs in collaboration with DSMCs shall raise awareness amongst contractors and
workers. Employment of child labour by contractors will not be allowed; a clause to this effect will be part of the
contractors’ agreement.

VL. MONITORING AND EVALUATION

1. Targets and indicators.See the Design and Monitoring Framework and the Gender Action Plan for key targets and
indicators.

2. Required human resources.Social Development Officer at SIPMIU Aizawl and Social Safeguards Officer at SIPMIU
Agartala have been recruited and mobilized. Civil society will be involved in community mobilisation and awareness
generation for septage management in Aizawl, and in providing assistance to poor and vulnerable households,
including female headed households to apply for subsidies.

3. Information in the project administration manual (PAM). Refer to PAM for details.

4. Monitoring tools.Baseline data disaggregated by sex, ethnicity and socio-economic status for output and outcome
indicators will be updated and reported every quarter. Activities under the gender action plan will be implemented by the
SIPMIUs and respective ULBs. The SIPMIUs will be responsible for submitting semi—annual progress monitoring
reports on the GAP. The SIPMIUs, assisted by DSMCs, will be responsible for preparing compliance and safeguards
monitoring reports on a quarterly basis. A mid-term review will be undertaken 18 months after loan approval. The mid-
term review will evaluate the scope of the loan, implementation arrangements, safeguard issues, achievement of
targets, contract management progress and other issues, including mid—course corrections. An evaluation will be
undertaken one year after the closure of the project, and lessons learned documented. Findings of the project
completion report will be disseminated within ADB and with key government officials at the national and state level.

BPL = below poverty line; CBO = community-based organization; DSMC = Design Supervision and Management
Consultants; FHH = female headed household; GAP = Gender Action Plan; GOI = Government of India; NER = North
Eastern Region; NERCCDIP = North Eastern Region Capital Cities Development Investment Program; NGO = non-
government organization; O&M = Operations and Maintenance; SDGs = sustainable development goals; SIPMIU = State
Investment Program Management and Implementation Unit; SWM = solid waste management; ULB = urban local body;
WTP = water treatment plant.

Sources:

Census of India, 2001 and 2011, Department of Census Operations, Gol, 2001 and 2011.

Government of India, Economic Survey of India 2014-15, Ministry of Finance, Gol, 2015.

Government of India, Press Note on Poverty Estimates 2011-12, Planning Commission, Gol, July 2013.
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OUTLINE OF SOCIAL SAFEGUARDS MONITORING REPORT
DURING PROJECT IMPLEMENTATION PERIOD

Following requirements of the ADB Safeguard Policy Statement (2009) and the Operations
Manual section on safeguard policy (OM F1), borrowers/clients are required to establish
and maintain procedures to monitor the status of implementation of safeguard plans and
ensure progress is made toward the desired outcomes. For projects categorized as A or B
in Involuntary Resettlement and/or Indigenous People, the Borrowers/clients are required to
submit semiannual monitoring reports for ADB review. The level of detail and
comprehensiveness of a monitoring report is commensurate with the complexity and
significance of social safeguards impacts (IR and IP) and with the current status of project
implementation phase.

This outline can be used for periodic monitoring report (semiannual) and RP/IPP
completion report to start the civil works in the impacted areas. A safeguard monitoring
report may include the following elements:

A. Executive Summary
This section provides a concise statement of project scope and impacts, key findings and
recommended actions.

B. Background of the Report and Project Description
This section provides a general description of the project, including:

e Background/context of the monitoring report which includes the information on the
project, project components, safeguards categorizations and general scope of the
social safeguards impacts.

e Information on the implementation progress of the project activities, scope of
monitoring report and requirements, reporting period, including frequency of
submission and changes in project scope and adjusted safeguard measures, if applicable

e Summary table of identified impacts and the mitigation actions.

C. Scope of Impacts
This section outlines the detail of
e Scale and scopes of the project’s safeguards impacts,
e Vulnerability status of the affected people/communities,
o Entitlements matrix and other rehabilitation measures, as applicable, as described
in the approved final RP(s) /IPP(s).

D. Compensation and Rehabilitation’
This section describes the process and progress of the implementation of the safeguards
plan and other required activities as determined in the plan. This includes:
e Payment of the affected assets compensation, allowances, loss of incomes, etc. to
the entitled persons;
e Provisions of other types of entittement as described in the matrix and
implementation of livelihood rehabilitation activities as determined in the plan.

! Depending on the status of the final detail design during the submission of the report this activity might not yet
started. Provide the information on the expected date the activity to be conducted instead.
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Consultation and | Target Stakeholders Type of | Objectives of the C&P Activity Responsible | Time Frame Cost Estimate
Participation (C&P) Participation Unit/Persons
Activity
Orientation ~ Workshops | 75-100 Government | e Information e Introduce NERCCDIP, and | ADB  Project | Year 1:1 $1,500 X 1=
for government officials, | officials and staff sharing demonstrate the link between | Team, PMMC | Program orientation $1,500
officers, and staff on all | consisting of | e Consultation improved water supply and workshop
three  projects under | representatives from | e Shared sanitation with good health,
NERCCDIP (1 whole | MOUD, UDD, UD&PAD, responsibility women’s  empowerment, and
day) SIPMIUs, IPCC, PCB | ¢ Shared environmental conservation
(state and local offices), | decision- e Present safeguards disclosure,
ULBs, DSMC, community | making issues related to environmental
organizations and and social risks and their
Contractor(s). mitigation,  monitoring  and
reporting requirements
e Present key GAP activities and
issues
¢ Discuss roles of stakeholders
e Gather suggestions and agree on
recommendations
¢ SIPMIU/PMMC/DSMC/c | SIPMIUs, members of | e Information e Share information on NERCCDIP | SIPMIUs, Planning Workshop: | Planning
ommunity organisations | the  State  Steering | sharing and its activities DSMC, ADB | Annually Workshop:  $750
monitoring and | Committee, DSMC, | ¢ Shared e Review compliance with gender, | Project Team X 3 years =
information sharing | private Contractor(s) and | responsibility social safeguards, environment, SIPMIU, DSMC, | $2,250 x 2=4500
Meetings (half day) community organizations | e Shared awareness campaign, gender community SIPMIU/PMMC/D
decision- frameworks and plans organizations, SMC  Monitoring
« State Steering making ¢ Discuss progress in government  bodies | Meetings: $300 X
Committee  Meetings « Control implementation, including meetings: Semi- | 2 X 3 years =
(half day) problems encountered and means annually $600x3=1800
to mitigate/address them . SSC  Meetings:
* Regularly report on the progress State Steering | $300 X 4 X 3
of implementation Committee Meetings: | years = $3600 x
Quarterly 2=7200
Total=18900
Orientation  workshop | All program-related staff | e Information e Construction management SIPMIUs, Year 1 of Project 3: $750x2=$1500
for Contractors/ | and laborers in sharing e Quality assurance DSMC,
labourers Contractor(s)’s teams e Core labour standards, HIV/AIDS | community
« Employment  opportunities ~ for | Organizations,
Contractors

local poor men and women

Environmental and social
safeguards and mitigation
measures

Assistance to be provided to APs
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Consultation and | Target Stakeholders Type Objectives of the C&P Activity Responsible | Time Frame Cost Estimate
Participation (C&P) Participation Unit/Persons
Activity

during construction
Gender sensitization

1 orientation workshop in
each town in the first year
of implementation for
community members
(end users and affected
person) (half day)

e 200 community
members, with at least
30% women, including
SC and ST
participating per
program orientation
seminar

e Information
sharing

e Consultation

e Shared
decision-
making

Introduce NERCCDIP, highlighting
its importance and benefits to the
community

Demonstrate the link between
improved water supply, sanitation
and solid waste management and
good health, women’s
empowerment, and environmental
conservation

Proposed schedule of
collection

Present safeguards and social
frameworks and plans, benefits for
poor and vulnerable (subsidies
etc.)

Gather views related to present
level of service and
recommendations

waste

SIPMIU,
DSMC,
community
organizations/
organisers

Year 1 of Project 3: 2

workshops

$ 500 x
workshops
community

4
for

members = $2,000

x 2 = 4000

Total: $4,000

Consultations with
affected persons on
resettlement, entitlement,
compensation issues,
special protection
measures for vulnerable
(1-2 hours each)

o Affected Persons
including women

e Information
sharing
e Consultation

eSolicit

eInform about grievance

Introduce NERCCDIP and show
link between improved water
supply and sanitation/solid waste
infrastructure and good health,
women’s empowerment, and
environmental conservation.
Show possible livelihood/
business opportunities and
protection measures for
vulnerable

the views of affected
persons including all women
affected persons on resettlement
and compensation; job
opportunities, mitigate potential
conflict

redress
mechanism and contacts

eDiscuss potential disruptions and

assistance available
Gather recommendations

SIPMIU,
DSMC,
Contractors,
community
organizations

DSMC/
community
organizations

Total: $ 3000
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Consultation and | Target Stakeholders Type of | Objectives of the C&P Activity Responsible | Time Frame Cost Estimate
Participation (C&P) Participation Unit/Persons
Activity

Agree on mitigation measures
20 meetings with low Representatives of | e Information Introduce NERCCDIP, highlighting | SIPMIU, Year 1-3 of Project 3 20 Meetings = 20
income communities (end slums including | sharing its importance and benefits DSMC, x $100 = $
users and affected women and FHH e Consultation Discuss importance of | community 2000x2=$4000
persons) from project participation in user groups, | organizations /
areas in each town (half maintenance of facilities, | organizers
day) opportunities for participation in | and

project (plumbing training and | Contractors

employment in  construction-

related work and O&M of project

facilities), health & hygiene

awareness

Subsidised connections for

poorest households and

installment scheme

Mitigate potential conflict
Participatory review | Beneficiary communities, | e Information Issues and concerns during | SIPMIU, Participatory Budgeted  under
meetings for septage | including land donors sharing program implementation community Monitoring Meetings: DSMC
management (half day) e Shared Discuss and recommend | organizations/ | Semiannually

responsibility measures to mitigate / address | organizers,

the problems Contractors

Monitor progress of project

implementation
TOTAL COST OF CONSULTATION AND PARTICIPATION $ 32,900

ADB = Asian Development Bank; DSMC = Design Supervision and Management Consultants; FHH = female headed household; GAP = Gender Action Plan; IPPC =
Investment Program Coordination Cell; MOUD = Ministry of Urban Development; NERCCDIP = North Eastern Region Capital Cities Development Investment Program;
O&M = Operations and Maintenance; PCB = Pollution Control Board; PMMC = Program Management and Monitoring Consultant; SIPMIU = State Investment Program
Management and Implementation Unit; UDD = Urban Development Department; UD&PAD = Urban Development & Poverty Alleviation Department; ULBs = urban local

bodies.




62 Appendix 5

GAP IMPLEMENTATION QUARTERLY PROGRESS UPDATE FORMAT FOR PROJECT 3

Activities Indicators and Targets Progress to Date Issues and
Challenges
Progress in last three- | Cumulative Progress | (This should

months

(MM/YY to MM/YY)
(This should include
information on
progress in last three-
months-- qualitative
and quantitative
updates (sex-
disaggregated data)

(This should include
information on
progress (qualitative
and quantitative
updates including
sex-disaggregated
data) from the start of
the implementation of
the GAP to the
previous quarter’s
progress report.)

include reasons
why an activity was
not fully
implemented, or if
targets fall short, or
reasons for delay,
etc.)

Construction related activities

Increase employment opportunities for
women in civil works with compliance
of core labor standard' including same
pay for work of equal value® (Outputs
1,2 and 3)

Aizawl:

Indicator: Number of Women employed in civil works in
city water supply distribution network and solid waste
management subprojects

Target: in all civil works - 15% women)]

Output 1 - Water Supply Infrastructure

constructed and rehabilitated

Design policy to provide subsidized water
connections and meters to poor and BPL
FHHs

Impart  skills training
members in plumbing

to community

Agartala & Aizawl:

Indicator: Steps initiated to design policy for subsidized
water connections and meters to poor and BPL FHHs in
each state

Target: Policy to provide subsidized water connections and
meters to poor and BPL FHHs

Indicator: number of training programs conducted in
plumbing for 100 community members in each state
Target: 50M/50F

Output 2 - Sanitation infrastructure constructed

Raise awareness and impart hygiene
education in the user community on
decentralized septage management
system in Aizawl and ensure
community participation in its O&M

Indicator: 5 awareness workshop in each town for
500 select community members including
representatives from SHGs and Community-based
women’s organizations

Target: 5 awareness workshop in each town for 500

community members M300/F200

As per the provisions of; (i) Prevention of Sexual Harassment at Workplace Act 2013; (ii) Protection of Children from Sexual Offence Act, 2013; (iii) Contract Labour Regulation &
Abolition Act 1970; and (iv) Building and other Construction Workers (Regulation of Employment & Condition of Services Act 1996.

In all construction work under Tranche 3: (i) all bidding documents include relevant clauses on core labor standards and equal pay; (i) all contractors oriented on key gender concepts, equal
pay, core labor standards, and risks to women and children; and (i) all contractors maintain labor registers showing names, sex, and wages of workers
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Conduct consultation meetings in each
town among community
members—including SC/ST/other
weaker section—to include their needs
and priorities in the manner and
schedule of waste collection

Indicator: O&M of the structures established
Target: 30% women in O&M of the structures
established

Agartala & Aizawl:

Indicator: community members consulted through 4
meetings in each town

Target: 200 community members through 4 meetings of
which 60 are women/girls

Provide employment to all affected rag
pickers at existing dump sites

Ensure adequate representation of
women in O&M

Train SIPMIUs’ and IPCC staff on
gender mainstreaming and key gender
issues in water, sanitation solid waste
management sectors

Aizawl:

Indicator: Affected rag packers employed at the new
solid waste facilities created Target; of all employed
rag pickers, 40% women

Indicator: (i) O&M structures created; and (ii)
representation of women in O&M of all new solid
waste facilities created ensured

Target: 30% representation of women in O&M

Agartala and Aizawl:
Indicator: 100% SIPMIUs’ and IPCC staff trained
Target: 30% women

Collect sex-disaggregated data
through gender inclusive project
management information system to
measure impact of the project on men
and women

Agartala and Aizawl:

Indicator: training for SIPMIUs’ staff to collect, analyze
and use sex disaggregated information and data;
Target: 1 training program

Indicator: gender indicators in PPMS included

Target: updated bi-annually with sex-disaggregated data

Strengthen  project  management,
implementation, monitoring, and staff
capacity in gender mainstreaming

Agartala and Aizawl:

Target and indicator:

(i) a gender focal point in each SIPMIU is designated for
supervision and coordination on GAP; and

(i) a gender specialist/ staff with TOR to implement,
monitor, and report on GAP activities

Establish a single window system for
Aizawl’s Septage Management

Indicator:
The single window system is established and
Target: staffed with 30% women
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CONTRIBUTION TO THE ADB RESULTS FRAMEWORK

No. Level 2 Results Framework Indicators
(Outputs and Outcomes)

Targets

Methods / Comments

1 Households with new/ improved water
supply (number)

2 Households with new/improved sanitation
(number)

3 Water supply pipes installed or upgraded
(km)

4 Waste water treatment capacity added or
improved (cubic meters per day)

176,820

147,490

402

1,000

Aizawl : 30,000 households newly
connected, and 71,690
households in total receiving
improved water supply

Agartala: 40,000 households
newly connected and 105,130
households in total receiving
improved water supply

Aizawl- 5,290 households
additional and 71,690 households
in total receiving improved
sanitation services

Agartala — 75,800 households in
total receiving improved sanitation
services

Aggregate for Aizawl (224) and
Agartala (178); inclusive of
distribution pipes, pumping mains,
and feeder mains

Wastewater treatment capacity

refers to septage treatment plant
constructed in Agartala

Source: Asian Development Bank estimates based on government’s detailed engineering design reports
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ECONOMIC ASSESSMENT FOR PROJECT 3
A. Introduction

1. Project 3 of the North Eastern Capital Cities Development Investment Program
(NERCCDIP or the Investment Program) will finance improvements in water supply, sanitation,
and solid waste management (SWM), along with strengthened institutional capacity and
improved project implementation, in Agartala and Aizawl.

2. The macroeconomic context for the Investment Program has been explained in the
Report and Recommendations of the President to the Board of Directors for NERCCDIP.! Two
tranches (Projects 1 and 2) have been approved to date under NERCCDIP. This specific
economic analysis has been conducted for Project 3, in accordance with Asian Development
Bank’s (ADB’s) relevant guidelines, including the Guidelines for the Economic Analysis of the
Projects and Guidelines for the Economic Analysis of Water Supply Projects. To maintain
comparability across subprojects, the methodologies and parameters followed are in principle
similar to those used in the analysis of Projects 1 and 2.

B. Rational and Objectives

3. The Government of India (Gol) has actively intervened in this sector as proposed water
supply, sanitation and SWM are basic public goods that generate externalities over time, and
are interlinked services for which integrated planning is required. Project 3 aims to increase
economic potential through development of basic urban infrastructure in Agartala and Aizawl.
Under Project 3, three subprojects in each city have been selected, in terms of physical
infrastructure, to maximize its contribution to balanced economic growth potential.

4. Sector Development Plan and Associated Policies. Government’s involvement in
basic urban services is also in line with the urban sector development plans and programs that
Gol is pursuing. Project 3 will cover part of the 10-year period financing requirements in
Agartala and Aizawl. NERCCDIP was framed within Gol's 11th Five-year Plan (2007-2012)
which aimed to reduce poverty and regional disparities by ensuring, among others, access to
basic physical infrastructure.

C. Least Cost and Affordability Analysis

5. The design of water supply, SWM, and septage management services selected is the
least overall cost alternative. The design, diameter, and materials for the water supply pipes
have been chosen based on water demand, pressure to be sustained, and the traffic conditions
on the roads in which the piped networks are to be laid. Although the initial capital expenditure
is necessary due to larger service area and choice of technology, this is offset during the asset
life by lower operations and maintenance (O&M) costs, greater asset life, and opportunity for
new connections as the cities grow.

6. The affordability analysis conducted indicates that the proposed user charges are higher
than the willingness to pay (WTP) in Aizawl. Proposed tariff at INR40O/kiloliter (kl) for the first
slab for consumption upto 5 kI per month is higher than the WTP in Aizawl, which is

' ADB. 2009. Report and Recommendation of the President to the Board of Directors Proposed Multitranche

Financing Facility India for North Eastern Region Capital Cities Development Investment Program Manila.
2 Government of India, 2011, The 11" Five-year Plan, Planning Commission, Delhi.
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INR28.06/kl.> Proposed tariff at Agartala of Rs5/kl for the first slab is higher than the WTP of
INR3.8/kl (footnote7). Nonetheless, proposed tariff is well within the 5% threshold of household
income.* The very low WTP and tariff in Agartala, compared with Aizawl, indicates significant
scope in Agartala for conducting awareness campaigns on paying for water, and subsequently
increasing tariff. Details of beneficiaries under Project 3 are shown in Table 1.

D.

7.

Table 1: Expected Project Beneficiaries

Details Agartala | Aizawl Total

Total population-2020 * 467,313 | 347,001 814,314

Average HH size ° 4.4 4.8

Total no of HHs 105,135 | 71,694 181,541

Total beneficiary population - 2020 337,178 | 191,772 528,950
- Water 216,000 | 162,100 378,100
- Septage 106,600 | 25,600 132,200
- Solid Waste Management 14,578 4,072 28,650

Projected Population (2040) 669,598 | 497,038 | 1,166,636

Per Capita Income (Rs./year) State 58,300 | 60,150

Poverty population percentage 22.5 7.9

HH = household.

Assumptions

The analysis is based on the assumptions shown below. Parameters are drawn from the
socio-economic survey done in 2005,° a more recent 2014 baseline survey® in Aizawl, a 2011
WTP Survey’ in Agartala, public statistics, field surveys, and discussions with experts.

(i)
(ii)

The analysis is conducted up to year 2040 for all projects. The implementation
period for Project 3 is 5 years.

All costs are in April 2015 prices and are converted at an exchange rate of
US$1=INR 61.00.

Non revenue water will reduce from the current estimates of 40% to 20% by the
year 2020 with project intervention.

Economic costs are apportioned on the basis of tradable and non-tradable goods
and further adjusted for skilled and unskilled labour costs. Conversion factors are
used when necessary and appropriate.

Annual O&M costs included establishment costs, electricity, chemical, repairs
and maintenance, and others.

A population growth, in each town of 2-3%, is projected, based on historical
trend. The base figures are derived from Census of India, 2011.

Domestic /Non Domestic: Despite higher availability of water, all domestic
consumers are expected to be provided with average consumption of 98.8 liters
per capita per day (Ipcd) in Aizawl and 103.4 Ipcd in Agartala, based on WTP.

N o o M

Source: PPTA socio economic survey 2005, which assessed the willingness to pay at INR.150 per month per
household. This has been adjusted for growth in per capita income and divided by the average monthly household
consumption of 14.35 kl in Aizawl.

Refer financial analysis linked document.

The socio-economic survey was conducted during PPTA in 2005.

Baseline survey was conducted in Aizawl by Design Supervision and Management Consultants in August 2014.
Willingness to Pay (WTP) survey was conducted in Agartala by Institutional Development Consultants in November
2011 after doing the pilot survey in one ward in May 2011.
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Non-domestic consumers’ demand is assumed to be 10% in Agartala and 1% in

Aizawl.
E. Economic Costs
8. Subprojects’ financial costs are estimated at 2015 prices, excluding price contingency,

financing charges, and taxes and duties. The costs comprise those for civil works, equipment,
and 10% physical contingencies. The costs also include skilled and unskilled labour. The
subproject life is assumed to be 20 years with salvage values. The analysis is based on
domestic numeraire in 2015 constant prices. The shadow wage factor of 0.65 in case of
Agartala and 0.71 in case of Aizawl, and the shadow exchange factor of 1.03 are applied to
convert financial values to economic values. O&M costs have also been assessed based on the
shadow wage factor and the shadow exchange factor. Table 2 shows a summary of the
financial and economic costs.

Table 2: Subproject costs

Sub Project Financial Cost ($ Million) Economic Costs ($ Million)
| Agartala

Water Supply 54.4 45.34
Solid Waste Management 3.3 2.6
Septage Management 2.6 2.04
Aizawl

Water Supply 77.2 65.473
Solid Waste Management 6.4 5.6
Septage Management 4.4 3.593

Water supply project costs include all funded under Projects1 and 2, and government funded capital works in
both the cities.

9. Opportunity cost of water is negligible because additional water being pumped and
treated is not diverted from other sources but extracted afresh.

F. Economic Benefits

10. An additional 30 million liters per day (MLD) and 37 MLD of water will be available for
use from FY2020 onwards in Agartala and Aizawl respectively.® By FY2020, households with
access to water in Aizawl and Agartala will increase from 54% to 100%. Although this allows all
households access to 135 Ipcd per month,® based on water tariff and WTP for average likely
consumption of various income groups, it is expected that only an average of 103.4 Ipcd and
98.8 Ipcd in Agartala and Aizawl respectively will be consumed. Four major project economic
benefits have been quantified for water supply subproject as shown below.

11. Benefits from time saved in collecting water. The time savings of households
represents the time spent in obtaining water from other sources prior to NERCCDIP. The survey
assessed an average of 3 minutes in Agartala and 30 minutes in Aizawl per day per household
for collecting water from other sources. At present connected households get supply of about 70
Ilpcd. These households also source about 30% of their water requirement (average 30 Ipcd)
from other sources. Table 3 below shows the economic value of time saved in Project 3 cities in
FY2020, which would increase annually with population growth.

8 10.80 MLD from ongoing government funded project in the North Zone and 19.2 MLD from the both existing and

new tubewells in central and south zone s of Agartala.
° Gol's standards require that 135 Ipcd be used as design parameter for cities the size of Agartala and Aizawl.
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Table 3: Economic Benefits from Time Saved in Collecting Water in 2020

City Household number Time Shadow price per Economic
Unconnected Connected saving per labor per day ($) Benefit
(30% from year per HH ($ in million per
other (working year)
sources) days)
Aizawl 33,491 38,204 18 $3.61 $2.55
Agartala 48,656 56,479 2.25 $2.13 $0.27

Source: Socio-economic Survey reports 2005, WTP survey by loan consultants in 2011 in Agartala; and Baseline
survey conducted in August 2014 in Aizawl.

12. Benefits from non-incremental water: Under this, cost of purchasing water from
vendors, cost of treatment, storage tank and other O&M costs have been quantified. Economic
value of non-incremental water has been assessed at INR90' and INR129"" per ki, in Agartala
and Aizawl, respectively.

13. Health benefits: This represents both (i) savings in medical cost and (ii) increase in
earnings due to avoided sick days, which have been estimated at an average of INR2, 072 and
INR2, 270 in Agartala and Aizawl, respectively, per annum per household. These were
computed as follows: (i) for Agartala: the 2011 WTP survey assessed the monthly health
expenditure at INR973 per household, which was adjusted for GDP per capita growth since
2011 and one day lost due to sickness arising out of water borne diseases. Of the monthly
health expenditure, 25% is assumed to arise out of water borne diseases, of this 45% is
assumed to be saved from the increased water supply services and 55% from the improved
septage management services. (ii) For Aizawl, it included value of one sick day saved and
monthly household health expenditure which was assessed at INR1270 in the 2014 baseline
survey. Of the monthly health expenditure, 25% is assumed to arise out of water borne
diseases, of which 45% is assumed to be saved from the increased water supply services and
55% from the improved septage management services.

14. Incremental benefit. This represents additional water that will become available to
households that were already connected, but that will potentially use more water as a result of
the 24/7 connection. WTP has been used to quantify the incremental benefit and is determined
at INR3.8'? and INR28™® per ki for Agartala and Aizawl, respectively.

15. With respect to SWM subprojects, the quantifiable economic benefits represent (i) the
avoided cost of household health expenditure and (ii) time savings. 10% of total health
expenditure,' other than that related to water borne diseases, has been assumed to result from
poor solid waste management.

10Agartala — Time taken for treatment 15 minutes per day per household, monthly purification cost of INR50 and
O&M of storage tank — INR20 per month applied on drinking water requirement which is 20% of the monthly
average consumption. No purchase from vendor considered as the WTP survey did not indicate any sourcing of
water from private vendors.

! Aizawl — Purification of water costs same as Agartala. Sourcing of water from private vendors is through tankers
only and taken at INR450/kl, which is three times the rate charged by Aizawl PHED for tanker water supply.

'2 Agartala — WTP survey 2011 assessed WTP as INR3/kl. This has been adjusted to 2015 using the GDP per capita
growth rate.

'3 Aizawl — PPTA survey 2005 assessed WTP per month per household at INR150. This has been adjusted using the
GDP per capita growth rate till 2014 and divided by the average monthly household consumption.

'* Of the total monthly health expenditure 75% considered arising out of other than water borne diseases.
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16. With respect to septage management subprojects, the quantifiable economic benefits
represent (i) the avoided cost of household health expenditure, (ii) avoided disposal costs in
Aizawl assumed at Rs2100" per household per year and (iii) related increased productivity from
less sick days. 55% of health expenditure related specifically to water borne diseases has been
assumed to result from poor sanitation and water contamination (see Para 13).

17. Economic internal rate of return (EIRR) was calculated and compared to the economic
opportunity cost of capital estimated at 12%. A summary of the EIRR along with sensitivity
analysis is included in Table 4.

Table 4: Summary of Subprojects and EIRR (%)

Subprojects Base Sensitivity Tests
%ag) sI::I c? ::;ns Bene:its One Year All
+10% +10% -10% Delay Combined
Agartala
Water Supply 16.7 15.5 16.6 15.3 16.0 14.0
SWM 13.7 12.5 10.7 9.2 13.3 4.4
Septage Management 26.0 23.8 25.0 22.6 26.0 19.7
Aizawl
Water Supply 16.2 14.9 16.0 14.6 13.0 16.0
SWM 19.5 17.6 19.0 16.9 19.4 14.4
Septage Management 11.1 9.8 11.0 9.6 10.9 8.1
Overall — Consolidated 16.5 15.1* 14.9 16.4 13.8
Switching Values % 31 28

Source: ADB estimates.
*Total costs — capital plus operation and maintenance ** Switching value represents the percentage
increase/decrease in costs/benefits that will bring the EIRR to 12%

18. All the subprojects are individually viable as the EIRRs are more than the economic
opportunity cost of capital of 12%, except for Aizawl septage management, which is a pilot
innovative scheme. Overall Project EIRR is 16.5%, which is reflected in the consolidated cost
benefit analysis in Table 5. For water supply, though Aizawl has higher WTP for incremental
water and higher economic value time saved on water collection and non-incremental water, the
higher project cost and O&M cost - due to higher pumping cost in hilly terrain - has resulted in a
lower EIRR as compared to Agartala. SWM EIRR is higher in Aizawl than Agartala as the
incremental O&M cost of equipment and vehicles to be procured as per detailed project report
were taken to be quite high. Septage management in Agartala has a particularly high EIRR as
household coverage for basic septage management services will increase from 30% to 100% of
the population area. The septage management subproject in Aizawl has an EIRR slightly lower
than 12% but this represents a pilot innovative scheme, with likely higher unquantified benefits
including future cost savings and changed behaviours. Nonetheless, the total investment in
Aizawl exceeds the 12% hurdle rate at 16.2%, as does the consolidated investment in septage
management at 12.05%.

19. Besides the above quantifiable benefits, Project 3 will also generate non-quantifiable
benefits which include the impacts of improved school attendance and educational
performance, reduction in unpaid labor that is tending to the sick, environmental impact of
sanitation, improvement in property values, and others.

"> Source: Aizawl Municipal Council — present charge / fee levied.
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Consolidated Cost — Benefit Analysis for Project 3 (INR Million)
Year Economic Cost (Rs Million) Economic Benefits (Rs Million) Net Economic Benefit (Rs Million)
Agartala Aizawl Agartala Aizawl Total Cost Agartala Aizawl Agartala Aizawl Total Base Case  Construction + Benefit Delay in Combined
Water Water SWM+Sept SWM+Septa Water Water SWM+Sept SWM+Septa Economic O&M Cost decrease operation by ~ Worst Scenario
age ge age ge Benefits increase one year
1 1,316 494 69.0 156 2,035 - - - - - (2,085) (2,238) (2,085)
2 561 567 172.8 267 1,568 - - 16 - 16 (1,552) (1,709) (1,554) (2,035) (2,238)
3 247 915 113.9 157 1,433 - - 89 105 193 (1,240) (1,383) (1,259) (1,552) (1,711)
4 247 807 73.6 19 1,147 - - 120 106 226 (921) (1,035) (943) (1,240) (1,403)
5 247 688 73.8 19 1,028 - - 123 110 233 (795) (898) (819) (921) (1,058)
6 174 623 74.0 19 890 653 668 126 113 1,560 671 582 515 (795) (921)
7 26 101 742 19 220 787 962 129 117 1,995 1,776 1,754 1,576 671 604
8 26 101 74.2 19 220 791 975 133 121 2,019 1,799 1,777 1,597 1,776 1,598
9 26 101 74.6 19 220 794 988 136 125 2,043 1,823 1,801 1,618 1,799 1,619
10 26 101 74.8 19 220 798 1,002 139 129 2,067 1,847 1,824 1,640 1,828 1,640
11 26 101 74.9 19 221 801 1,016 143 133 2,092 1,872 1,850 1,662 1,847 1,662
12 26 101 75.3 19 221 805 1,030 146 135 2,116 1,895 1,873 1,683 1,872 1,684
13 26 101 755 19 221 808 1,044 150 136 2,139 1,918 1,896 1,704 1,895 1,705
14 26 101 75.9 19 221 812 1,054 153 137 2,157 1,936 1,913 1,720 1,918 1,726
15 26 101 76.1 19 222 816 1,060 157 138 2,171 1,950 1,928 1,733 1,936 1,742
16 26 101 76.3 109 312 820 1,066 161 140 2,187 1,875 1,844 1,656 1,950 1,755
17 26 101 108.2 177 411 824 1,073 161 141 2,198 1,787 1,746 1,567 1,875 1,688
18 26 101 187.5 114 428 828 1,079 168 142 2,216 1,789 1,746 1,567 1,787 1,608
19 26 101 93.0 19 239 832 1,085 174 157 2,248 2,010 1,986 1,785 1,789 1,610
20 26 101 77.6 19 223 832 1,088 181 160 2,262 2,039 2,016 1,812 2,010 1,809
21 26 101 779 19 224 837 1,115 188 162 2,302 2,078 2,056 1,848 2,039 1,835
22 26 101 78.3 19 224 842 1,122 195 172 2,331 2,107 2,085 1,874 2,078 1,870
23 26 101 78.9 19 224 848 1,129 201 175 2,354 2,129 2,107 1,894 2,107 1,897
24 26 101 79.3 19 225 853 1,137 207 178 2,375 2,150 2,128 1,913 2,129 1,916
25 26 101 79.8 19 225 859 1,144 213 181 2,397 2172 2,149 1,932 2,150 1,935
Total 3,278 6,012 2,189 1,341 12,821 16,239 20,839 3,608 3,212 43,897 31,076 29,794 26,686 28,905 24,572
ENPV @12% 2,552 3,517 795 692 7,556 3,749 4,684 951 860 10,244 2,689 1,933 1,664 2,273 966
EIRR % 16.52% 15.05% 14.90% 16.39% 13.81%
Sensitivity Index 3.24 3.58
Switching Value 31% 28%

O&M = operations and maintenance; SWM = solid waste management.
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FINANCIAL ASSESSMENT FOR PROJECT 3
A. Introduction and Methodology

1. This financial analysis appraises the financial sustainability and viability of Project 3 of
the North Eastern Region Capital Cities Development Investment Program (NERCCDIP) and
was prepared in accordance with Asian Development Bank (ADB)’s Guidelines for the Financial
Governance and Management of Investment Projects Financed by ADB (July 2005).

2. Financial sustainability and viability analysis assesses the ability of a project to meet its
costs including capital expenditure and operation & maintenance (O&M), out of its revenue
streams on a present value basis. For Project 3, financial analysis focused on whether current
and proposed tariffs can meet full cost recovery for revenue generating subprojects. A
discounted cash flow analysis was also conducted in real terms to determine the financial
internal rate of return (FIRR) and the financial net present value. The FIRR was then compared
to the weighted average cost of capital to determine whether sufficient financial returns could be
achieved. Financial projections for the Aizawl Municipal Council (AzMC) and Agartala Municipal
Corporation (AMC)' were prepared to assess the municipality’s overall financial capacity to
meet their responsibilities in providing urban services including those assisted under Project 3.

3. Overall Financial Sustainability of Municipal Corporations. Both the ULBs’ financial
projections with Project 3 demonstrate that, with implementation of increased tariffs, increased
property tax coverage as envisaged and continued revenue subsidies the revenue account can
remain in surplus. Tariffs under the reform program have not been proposed intending to cover
capital costs, as they are met through a combination of government grants and subsidies, and
cross-subsidy from property taxes. It is expected though that full O&M recovery is gradually
achieved.? If proposed tariff revisions are made, overall water O&M costs will also be recovered
in Agartala. At Aizawl, full O&M cost recovery for water will likely not be achieved in the near
future, due to the higher O&M costs, in particular higher electricity costs, incurred in its very hilly
terrain. Subsidy for O&M of water supply scheme in Aizawl has been agreed by the government
and covenanted to ensure adequate budgeting and provision of the same. Solid Waste
Management (SWM) subprojects do not recover O&M costs. Delays in tariff revisions and
property tax levy and collections are considered key risks to the financial sustainability of the
municipal corporations, and are being addressed through the reform program.®

4. Project 3 Viability. Despite tariff being set to only recover O&M costs, significant cost
savings resulting from rehabilitation of water distribution network, low O&M costs associated
with proposed new investments, and proposed tariff revisions for water, will meet incremental
O&M cost in both cities, and incremental capital cost as well in Aizawl, where the water tariff
structure and overall willingness to pay is higher. Though Project 3 is justified primarily on
grounds of economic development and financial sustainability, the FIRR for incremental water
supply projects is computed as 0.9% and 3.0% at Agartala and Aizawl,* respectively, showing
that water supply subprojects, which account for more than 80% of the investments, are
financially viable or require only a marginal capital subsidy. The FIRR is approximately 7.5% for
septage management subproject in Agartala, where the existing sanitation charge is already

' Referred to also as the Urban Local Bodies (ULBs).
Septage management charges already cover the full cost of O&M at both Agartala and Aizawl.
® Aizawl has made significant progress in implementing all agreed reforms under NERCCDIP, and has already
implemented area based property tax reforms starting 15 June 2015.
Reflecting a higher tariff level and willingness to pay in Aizawl.

IS
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reasonably high. The FIRR is negative in Aizawl for the septage management subproject, which
is only a pilot for a small percentage of the population.

B. Proposed User Charges and Affordability Analysis

5. The proposed user charges are summarized in Table 1 below. Aizawl proposed rates as
per the Mizoram Government gazette notification No. G 25022/1/2001 — PHE/pt dated 11
November 2014 for water tariff, which increases tariff rates effective from fiscal year (FY) 2015-
2016. Agartala tariff rates are as per the approved Detailed Project Report (DPR) for full O&M
cost recovery, which assumes introduction of volumetric tariff compared to the current flat tariff
of Rs30 per month per domestic connection.

Table 1: Proposed User Charges in Aizawl and Agartala

Description | Aizawl | Agartala
Water supply Charges— INR

Upto 5 kl consumption 200 flat ( 40/kl) 5
Between 5— 10 kI 45 10 to 18
Between 10 — 20 kI 75 20to 25
Between 20-30kl 90 35

Over 30kl 105 35
Weighted average tariff from 2019-20 51.40° 12.92°

assuming average consumption of 98.8 (Aizawl) and 103.4
(Agartala) Ipcd

Monthly service charge (domestic/ others) © 100/ 500 30/250
One-time water connection fee 1,000 1,500

Tariff increase after FY 2020 25% every 5 years
Sanitation Charges

Septic Tank Cleaning Fee per trip °© 2,100 1,500
Pilot septage management project monthly fee 100 INR N/A
Solid Waste Management (SWM)°

Flat monthly fee INR 30

SWM Tariff increase after FY 2018 5% per annum

Source: Aizawl proposed rates as per the Mizoram Government gazette notification No. G 25022/1/2001 — PHE/pt
dated 11 November 2014 for water tariff, which is effective from FY2015-16; and Agartala tariff rates as per the
approved Detailed Project Report for full operation and maintenance cost recovery, which assume volumetric tariff
from the current flat monthly tariffs

# This weighted average rate for Aizawl has been computed based on the rates for different slabs of consumption,
Rs40 per kI upto first 5 kl, Rs45 per kl for next 5 kl and Rs75 per kl for the next 10 kl and considering the
consumption at 6 kilo litre (kl) for poor, 10 kl for low income group, 15 kl for middle income group and 19.6 kl for
high income group per month.

This weighted average rate for Agartala has been computed based on the rates for different slabs of consumption,
Rs5 per kl upto first 6 kl, Rs10 per ki for the next 2 ki, Rs18 per kl for the next 2 kl, Rs25 per kI for next 5 kl and
Rs35 per kil beyond 15 kl consumption and considering the consumption at 8 kilo litre (kl) for poor, 10 kl for low
income group, 15 kl for middle income group and 18 kl for high income group per month.

No change from the existing tariff structure.

The proposed tariff post project and the proposed annual increase are as per the detailed project report for solid
waste which has approved in case of Aizawl and is under approval in case of Agartala. The tariff proposed in the
DPR from FY 2018 is the same as the current tariff.

Kl=kilolitre

6. Water. At Aizawl, Government of Mizoram has recently increased the water supply
charges from INR100 to INR200 per month for domestic connections for consumption upto 5 K.
Despite the increase, user charges will not be sufficient to cover O&M costs for the entire water
supply infrastructure, which is currently maintained by Public Health Engineering Department
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(PHED).” The user charges for water, introduced under Provision of Water Supply Rules (1999),
are significantly lower at Agartala which have not been revised since introduction. Volumetric
tariff will be effective only from FY 2019-2020.

7. Sanitation. For sanitation, AMC and AzMC currently charge INR1, 500 and INR2, 100,
respectively, per trip for cleaning septic tanks. This is sufficient to cover the O&M cost of septic
tank cleaning machines which AMC reports at INR600 per trip. The project will increase
coverage of sanitation services at Agartala from 30% to 100% households covered. The same
user charge has been adopted in the analysis for Agartala, assuming that the households in
uncovered areas get their septic tanks cleaned once in three years.® For the pilot septage
management project proposed, which will benefit approximatel); 5,290 households in Aizawl, a
monthly user fee of INR100 is proposed from the FY2017-2018.

8. Solid Waste Management. In case of SWM, both AzMC and AMC are charging INR30
per month per household. This charge is not enough to meet the O&M cost at either of the
ULBs. AzMC was formed in 2010 and the system of billing and collection for SWM services is
yet to be fully implemented.

9. Affordability Analysis. The proposed water, SWM, and septage management user
charges are combined to assess beneficiary affordability. Table 2 shows that in both Agartala
and Aizawl, at any income level the combined charges do not exceed 5% of household income,
which is considered the affordability threshold, and ranges from 1.2% to 4.8%. Septage charge
is not proposed to be levied on the poor households. The monthly combined charge on poor
households is estimated to be INR276 and Rs80 at Aizawl and Agartala, respectively. Table 2
shows the details of affordability levels for each income group.

Table 2— Affordability Analysis — Combined Charge as % of HH Income

Agartala Water Solid waste Septage  Total
High Income Group 0.8% 0.1% 0.3% 1.2%
Middle Income Group 1.0% 0.1% 0.6% 1.7%
Low Income Group 1.3% 0.3% 1.2% 2.8%
Poor 0.8% 0.5% 0.0% 1.3%

Aizawl

High Income Group 1.7% 0.0% 0.1% 1.8%
Middle Income Group 3.6% 0.1% 0.5% 4.2%
Low Income Group 3.7% 0.3% 09%  4.8%
Poor 3.7% 0.4% 0.0%  4.1%

Notes: monthly household income average based on PPTA survey in 2005 adjusted for growth
in GDP per capita income till 2014

C. Discounted Cash Flow Analysis and Subproject Viability

10. Weighted Average Cost of Capital (WACC). The WACC is estimated at 1.36% and
illustrated in Table 3.

® PHED in Aizawl is currently responsible for providing water supply services and charges against this service. This

is in the process of being handed over to the municipal council.

® Based on Engineers estimates

7 At present Aizawl Municipal Council charges Rs2, 100 per trip per household for cleaning of septic tank.
Considering that septic tank is cleaned once in two years this monthly charge has been proposed.
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Table 3: Estimated WACC (in %)

ltem ADB Loan Gol Grantto Gol to GoMz WACC
Onlending as GoM2Z Loan
Grant
Weighting 80.00 10.00 10.00
Nominal Cost *° 2.87 8.00 9.00
Tax Rate 0.00 0.00 0.00
Tax-Adjusted Nominal Cost 2.87 8.00 9.00
Inflation Rate® 1.50 7.00 7.00
Real Cost 1.35 0.93 1.87
Weighted Component of 1.08 0.09 0.19 1.36

WACC

ADB = Asian Development Bank; Gol = Government of India; GoMZ = Government of Mizoram

Source: ADB estimates.

a) Cost of ADB loan is based on 15 year fixed swap rate of 2.27% plus 0.6% fixed spread and
maturity premium. Actual loan cost is taken instead of notional grant cost, as it is the higher of the
two.

b) Notional cost of Government of India grant is estimated at 8.0%, based on the Government’s long-
term bond rate and on lending is assumed to be at 9%.

c) Price escalation, inflation, is based on —Domestic and International Cost Escalation Factors 2014—
2018, ADB.

11. Discounted Cash Flow Analysis. Discounted cash flow analysis was undertaken in
real terms using constant 2015 prices, to compute FIRR and financial net present value. The
analysis was conducted on a with-project and without-project basis by estimating incremental
costs and revenues over a 25-year period. The subproject capital costs and O&M costs were
derived from the engineer’s estimates, including, (i) capital expenditures under Projects 1, 2,
and 3 as well as completed expenditures by PHED in Aizawl and under Jawaharlal Nehru
National Urban Renewal Mission in Agartala; (ii) O&M expenditures, including power, staffing,
chemical, parts and other expenditures; and (iii) additional capital expenditures to repair and
rehabilitate the assets created under the Program. The revenue projections are based on
project completion schedule, new user connection schedule as well as current and proposed
tariff schedules.

12. Assumptions. Key assumptions include (i) cash flow forecasts over a 25 year period
from FY2015- 2039; (ii) estimates for water demand, tap connection, household coverage for
SWM and septage management, and O&M costs-based on the DPRs;® (iii) tariff scenario
assumes a one-time increase in the year of project completion and subsequent periodic tariff
increases (See details in Table 1 above); (iv) exchange rate of US$1=Rs61; (v) useful life of civil
works and pipelines of 30 years and machinery and equipment of 15 years; and (v) a collection
ratio of 80% to 85% in case of water supply,” 90% in case of SWM, and 100% in case of
septage management.

13. FIRR. Based on above assumptions, FIRR for water supply subprojects at Aizawl
exceeds the WACC at 3.0%, but at Agartala at 0.9% is marginally below WACC. Nonetheless,
even at Agartala, the project incremental revenue fully covers the project incremental O&M
costs. FIRR is negative for SWM in both Aizawl and Agartala, which being non-revenue
generating in nature are not expected to generate positive FIRR. For septage management

8 Agartala DPR for solid waste is prepared and yet to be approved. Agartala DPR for septage is under preparation.

° Ratios are based on commitments in the DPR as well as service level standards committed to by the States as a
condition for accessing central government sponsored grants under the 13"Finance Commission and Jawaharlal
Nehru National Urban Renewal Mission.
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subprojects, FIRR is negative in Aizawl and 7.5% in Agartala. This is because the subproject in
Aizawl pertains to a decentralized septage management project, piloted at low cost to only
5,290 households. Agartala septage management project’s FIRR at 7.5% is more than WACC,
since the town is already charging adequately for septic tank cleaning, and the household
coverage will increase under the project. For the two subprojects, having FIRR more than
WACC (water supply in Aizawl and Sanitation in Agartala) sensitivity test results are acceptable
against downside risks, including (i) capital costs increased by 10%; (ii) O&M costs increased by
10%; and (iii) revenue reduced by 10%. The FIRRs are relatively sensitive to changes in
revenues. Commitment from the State Investment Programme Management and
Implementation Units to implement water, solid waste and septage tariffs based on concept of
cost recovery as well as to improve collection efficiencies are crucial to the financial viability and
sustainability of the subprojects. Table 3 provides a summary of the FIRRs of the water supply,
SWM and septage management subprojects. Although consolidated FIRR for all the subprojects
taken together is negative at -0.67%, nonetheless, the incremental revenues fully meet the
incremental O&M costs.

Table 3: FIRR of Subprojects (in %)

Solid Waste Septage

Description Overall Water Supply Management Management
Agartala -Base Case Negative 0.9 Negative 7.5
Aizawl - Base Case 0.83 3.0 Negative Negative
Consolidated Base Case -0.67 1.7 Negative 0.85

FIRR = financial internal rate of return
Source: ADB estimates.

D. Financial performance of AzMC and AMC with subprojects revenue and
expenditure accounts

14. The financial analysis also assessed the impact of the proposed projects on the overall
financial health of the AzZMC and AMC. An analysis of financial performance of ULBs for the last
three fiscal years shows that:
(i) grants constitute a significant portion of income; 76% in AzMC and 55% in AMC;
(i) increase in expenditures has outpaced growth of revenue incomes, excluding
grants;
(iii) property tax was the largest source of revenue receipt; and
(iv) cost recovery for water supply services is 20% and 5% and for SWM is 20% and
24% in AzMC and AMC respectively at present.

15. Financial Projections of AzZMC and AMC and subproject. Financial projections for 25
years show that following the completion of the respective subprojects, introduction of property
tax and tariff reforms, balances of the operating accounts will improve. The proposed user
charges are sufficient to cover incremental O&M expenditures in both ULBs. At AMC, full water
supply O&M cost recovery is achievable on completion of all subprojects. At Aizawl, full O&M
costs for water will likely not be recovered, due to the higher O&M costs, in particular higher
electricity costs incurred in hilly terrains. On an overall basis both AzZMC and AMC'’s financial
projections, with project, demonstrated positive cash balance in 2020 with subsidy support from
Government till the completion of implementation of the project. Detailed projections are given in
the supplementary linked document.'®

'% Financial Management Assessment (Supplementary Appendix A).
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UPDATED SUMMARY POVERTY REDUCTION AND SOCIAL STRATEGY

Country: India Project Title: | North Eastern Region Capital Cities
Development Investment Program
(NERCCDIP) Project 3

Lending/Financing Multi-tranche Financing Department/ | South Asia Department/
Modality: Facility (MFF) Division: Urban Development and Water Division

1. POVERTY AND SOCIAL ANALYSIS AND STRATEGY
Poverty targeting: targeted intervention—MDGs/SDGs

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy
Reduction of poverty incidence and deprivation in India is a priority of the Government of India (Gol). North Eastern
Region Capital Cities Development Investment Program (NERCCDIP) was framed within Gol's 11th Five-year Plan
(2007-2012), which aimed to reduce poverty and regional disparities by ensuring, among others, access to basic
physical infrastructure. NERCCDIP’s implementation has remained consistent with this roadmap. Government’s
commitment for the development of NER, as one of the least developed regions in India, was recently affirmed in its
Economic Survey 2014-2015, saying that the NER states are expected to benefit significantly from various central-
government sponsored grants to the states in India. NERCCDIP is also consistent with recently launched central
government schemes in the urban sector, such as the Swachh Bharat Abhiyan. In addition, the urban reforms under the
NERCCDIP continue to support implementation of the 74th Constitutional Amendment Act of Gol, which is an important
pillar and focus of the government in the urban centers.The proposed Project 3 of the NERCCDIP includes community
participation components, particularly for water supply and septage management subprojects, and is expected to
address deficiencies in urban services in two selected capital cities - Agartala and Aizawl - of NER states and boost the
regional economy through improved services. Water supply, septage management and solid waste management,
improvements will also directly contribute to achieving the Sustainable Development Goals (SDGs) 6 and 11, which
build on the MDGs.

B. Results from the Poverty and Social Analysis during Due Diligence

1. Key poverty and social issues. Urban poverty in the targeted NER states under NERCCDIP is estimated to range
from 3.66% in Sikkim, 9.26% in Meghalaya, 6.36% in Mizoram, 7.42% in Tripura to 16.48% in Nagaland; against 13.7%
urban poverty at all-India level. An estimated 0.275 million urban poor (0.5% of urban poor population in India) live in
these states, of which the majority are estimated to live in the state capitals (Economic Survey, India, 2014-15 (footnote
b). However, it is commonly understood that income poverty data alone does not accurately reflect all the dimensions of
poverty in the NER. Inadequate infrastructure especially water availability and a stagnant manufacturing industry are
known to have affected economic growth in the NER. Lack of access to reliable and quality urban services, time spent
on water collection, and water and vector-borne disease burden, are some of the key issues that affect the population
of the target cities, especially the poor. Project 3 subprojects are designed to ensure NERCCDIP’s contribution to the
impact and outcome of MDG7/related SDGs. Baseline and impact monitoring through the Project Performance
Monitoring System (PPMS) is already in place at the implementing agencies of NERCCDIP.

2. Beneficiaries. In combination with Projects 1 and 2 investments under NERCCDIP, Project 3 seeks to provide full
coverage of water supply, sanitation and solid waste management (SWM) facilities, including low income areas within
the municipal boundaries, in Aizawl and Agartala. Targeted populations will include currently unconnected houses,
which are the poor, disadvantaged, female—headed, and minorities/migrants/disadvantaged ethnic groups. Poor
female-headed households (FHH) and below poverty line (BPL) households will benefit from subsidized water supply
and free sewerage connections in NERCCDIP areas as well as employment opportunities for unskilled construction
work. The poorest and most vulnerable households - men and women- will also directly benefit from jobs created under
NERCCDIP for O&M of facilities created. Time savings and health benefits as a result of the water supply and
sewerage/septage subprojects will lead to benefits / opportunity cost savings for the poor (and non-poor), especially
women and girl children. Under the septage management component in Aizawl; 121 bio-digesters are proposed in low
income areas; to benefit over 2,200 low income households, including BPL households. Improvements in water supply
and environmental quality through water supply, sanitation and SWM improvement will lead to public health
improvements, which is expected to benefit the community and the poor in particular.

3. Impact channels. Impact channels include access to improved water supply, sewerage/ septage management and
SWM services for all, including poor and vulnerable households and female-headed households, in NERCCDIP areas.

4. Other social and poverty issues. NERCCDIP addresses poverty and vulnerability indirectly, through the delivery of
improved water supply and sanitation services, which by their very nature, lead to social, economic, health and
environmental benefits. NERCCDIP, including Project 3, will also directly benefit the poor and vulnerable, including
FHH, through employment in construction work and O&M of facilities created. However, it does not address the issue of
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unemployment and income poverty in totality; these will be addressed by government schemes.

5. Design features. NERCCDIP contains pro-poor elements in its design and targets inclusion of poor and vulnerable.
Pro-poor design elements include subsidizing connection costs for water supply, free connections for sewerage, and
community participation programs. Project 3 subprojects, like subprojects under Projects 1 and 2, are hinged on
community awareness, mobilisation and participation with the involvement of local NGOs/CBOs/women’s groups.

L. PARTICIPATION AND EMPOWERING THE POOR

1. Participatory approaches and project activities.

Consultation workshops, meetings, focus group discussions, and structured interviews were undertaken with
stakeholders during project preparation. The participation strategy for Project 3 envisages involvement of civil society,
such as NGOs/CBOs/women’s groups, in awareness generation, community mobilization, formation of user groups for
common facilities and identification of households requiring connection subsidies in Aizawl and Agartala. It targets the
poor and women’s participation and inclusion in project benefits. Participatory processes are anticipated to enhance
sustainability. Consultations will be documented and reported in the periodic monitoring reports.

2. Participation plan.

XYes. [ No.

A specific component of the community awareness and participation strategy is the community mobilization and
awareness program, specifically focusing on (i) water conservation, prevention of water leakage and wastage within
their premises/locality, (ii) institutional set up on septage management, including the community’s role and
responsibilities, and formation of user groups; (ii) providing assistance to poor and vulnerable, including poor FHH to
apply for connection subsidies; and (iii) SWM, including awareness generation, role and responsibilities of communities
for safe and hygienic disposal of waste and prevention of dumping and open burning. This will be implemented by the
Community Development and Public Awareness Experts in the SIPMIUs, with support of DSMCs and local
NGOs/CBOs/women’s groups. They will identify and involve such entities, to assist in outreach activities, positively
influence and improve knowledge of general public, build the capacity of local CBOs/NGOs, and identify specific
activities for empowering local community to participate and benefit from NERCCDIP activities.

lll. GENDER AND DEVELOPMENT
Gender mainstreaming category: Effective Gender Mainstreaming (EGM)

A. Key issues. Primary and secondary data on status of women in Agartala and Aizawl reveal the following: although
female literacy is high, it is a few percentage points lower than male literacy. Unemployment is higher among women,
and the disparities in unemployment levels and in average earnings between male and FHH increase with lower
incomes. There is also a high correlation between poverty and gender of household head. Agartala recorded an
alarming decline in child sex ratio (0-6 years) by 13 points as per Census 2011, compared with Census 200, while in
Aizawl the condition was better. While day-to-day household decisions are made by women, all major decisions are
made by male members of the family. Lack of basic urban infrastructure and services affects women more than men.
Women play a primary role in managing water collection, sanitation and waste management. Water collection takes an
average of 3—4 hours per day, reducing time for women’s engagement in productive activities that could increase
household income and improve their position within the household and community. Women are more exposed to
diseases from contaminated water. A reduction in diseases, aside from reducing treatment costs and productivity
losses, would also reduce the burden of care-giving for the sick, a role often taken on by women in the household.
Tranche 3 subprojects are designed to address these issues.

B. Key actions.

XI Gender action plan  [] Other actions or measures [] No action or measure

The gender strategy ensures that gender issues are addressed, holistic empowerment of women is promoted, women
benefit equally from the project, and interventions avoid gender bias. A gender action plan (GAP) has been formulated
and agreed with SIPMIUs to maximize Project 3 benefits to women. Specific benefits to women will include; (i)
increased opportunities for women in income generation through involvement in construction activities and provision of
skill training; (i) capacity building and greater participation of women in management and O&M of sanitation and SWM
infrastructure created. The GAP also envisages an enabling institutional environment for gender mainstreaming.
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IV. ADDRESSING SOCIAL SAFEGUARD ISSUES

A. Involuntary Resettlement Safeguard Category: (1A XIB []C []FI

1. Key impacts. Kezl IR impacts are in forms of acquisition or negotiated settlement for privately owned or leased land
for a total 87674 m~ in Aizawl for water supply and solid waste infrastructure from two private land owners (considering
sites obtained exclusively for Project 3) and four Government land lease holders (Periodic Patta). Agartala’s water
supply facilities under Project 3 requiring 72 m? land are also proposed within the boundaries of 2 sites obtained for
Project 2 facilities. Voluntary land donations from private entities and non-profit institutions, of 21,308 m” were received
for (i) construction of approach road of the proposed WTP, (ii) three water reservoirs and their approach roads, and (iii)
septage management facilities in Aizawl. Government land of 76,288.5 m? was identified for water supply and solid
waste sites and 10,532.6 m? land for septage management sites in both states. There are potential livelihood
consequences for 59 ragpickers, which will be mitigated. One temporary structure on acquired land is affected. In
Agartala, trenchless technology of pipelaying is proposed in congested road stretches whereas in Aizawl, pipelaying in
congested market areas is proposed at night; hence, temporary impacts to businesses are avoided. The Resettlement
Framework for the program is updated. Two draft Resettlement Plans and 2 draft Due Diligence Reports are prepared;
these documents are to be updated and confirmed after some remaining detailed measurement surveys are completed.
2. Strategy to address the impacts. For permanent impacts, affected persons are entitled to compensation at
replacement value. GRM for the project is in place and safeguards documents are available in local language at
SIPMIU, municipal and land revenue offices.

3. Plan or other Actions.

X Resettlement plan [1 Combined resettlement and indigenous peoples plan

X Resettlement framework [ Combined resettlement framework and indigenous peoples

[J Environmental and social management planning framework

system arrangement [ Social impact matrix

[ 1 No action

B. Indigenous Peoples Safeguard Category: [ |A XIB [JC[L]FI

1. Key impacts. In case of Agartala: all subproject sites are within urban limits, no IPs/IP areas are affected. In

case of Aizawl subprojects: the population of Mizoram and of Aizawl comprises 99% and 92% scheduled tribes
respectively; hence Category B for Indigenous People impacts is triggered. Since Indigenous People comprise the
overwhelming majority of project beneficiaries, no specific IPP needs to be prepared for Aizawl. Affected persons and
beneficiaries of the project follow an urban way of life. The IPPF has been updated to ensure that any unforeseen
impacts to Indigenous Peoples during project implementation are addressed.

2. Is broad community support triggered? [] Yes X No

3. Strategy to address the impacts. Due diligence on Indigenous People reveals that: (a) Project 3 will have positive
impacts on indigenous peoples and no negative impacts were identified; (b) Scheduled tribe population is the majority
beneficiary of positive impacts in Aizawl city, which has 92% scheduled tribe population, triggering Category B for IP
impacts; and (c) the population of Agartala comprises 4.94% persons from scheduled tribes, who are included among
project beneficiaries. Indigenous People are the majority beneficiary in Aizawl, with only positive impacts identified as
shown through due diligence. Therefore measures for Indigenous Peoples have been included in the overall project
design and affected Indigenous Peoples are included in the prepared RP, negating the need for a separate IPP. The
IPPF has been updated to ensure that any unforeseen impacts to Indigenous Peoples during project implementation
are addressed.

4. Plan or other actions.

] Indigenous peoples plan [J Combined resettlement plan and indigenous peoples
X Indigenous peoples planning framework plan

[J Environmental and social management system [J Combined resettlement framework and indigenous
arrangement peoples planning framework

[] Social impact matrix [1 Indigenous peoples plan elements integrated in

[J No action project with a summary

V. ADDRESSING OTHER SOCIAL RISKS

A. Risks in the Labor Market

1. Relevance of the project for the country’s or region’s or sector’s labor market, indicated as high (H), medium (M), and
low or not significant (L).
[] unemployment (L) [] underemployment (L) [] retrenchment (L) [] core labor standards (H)

2. Labor market impact. Contractors’ agreements will have clauses on adherence to core labor standards and
preference in project-related construction work (skilled and unskilled) from the local community. Affected persons and
poor and vulnerable persons including women to be given preference for project-related construction work by
contractors, and for O&M related work.
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B. Affordability

Connection charge for water supply will be subsidized for poor and vulnerable households including poor FHH to
ensure their inclusion. The water supply connection charge for poor and vulnerable households (50% subsidy), will be
payable in up to 5 monthly instalments, and will be affordable. Connections to sewerage system and bio-digesters will
be free for all households, including poor, vulnerable and FHH in project coverage areas. User charges for water and
sewerage will be affordable for the lowest consumption slab at less than 4% of mean monthly household income.

C. Communicable Diseases and Other Social Risks

1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA):

[ (L) Communicable diseases [ (NA) Human trafficking

[ (L) Others (please specify) Child labour

2. Risks to people in project area. Contractors and construction workers will be made aware on communicable diseases
including HIV/AIDS risks. SIPMIUs in collaboration with DSMCs shall raise awareness amongst contractors and
workers. Employment of child labour by contractors will not be allowed; a clause to this effect will be part of the
contractors’ agreement.

VL. MONITORING AND EVALUATION

1. Targets and indicators. See the Design and Monitoring Framework and the Gender Action Plan for key targets and
indicators.

2. Required human resources. Social Development Officer at SIPMIU Aizawl and Social Safeguards Officer at
SIPMIU Agartala have been recruited and mobilized. Civil society will be involved in community mobilisation and
awareness generation for septage management in Aizawl, and in providing assistance to poor and vulnerable
households, including female headed households to apply for subsidies.

3. Information in the project administration manual (PAM). Refer to PAM for details.

4. Monitoring tools. Baseline data disaggregated by sex, ethnicity and socio-economic status for output and outcome
indicators will be updated and reported every quarter. Activities under the gender action plan will be implemented by the
SIPMIUs and respective ULBs. The SIPMIUs will be responsible for submitting semi—annual progress monitoring
reports on the GAP. The SIPMIUs, assisted by DSMCs, will be responsible for preparing compliance and safeguards
monitoring reports on a quarterly basis. A mid-term review will be undertaken 18 months after loan approval. The mid-
term review will evaluate the scope of the loan, implementation arrangements, safeguard issues, achievement of
targets, contract management progress and other issues, including mid—course corrections. An evaluation will be
undertaken one year after the closure of the project, and lessons learned documented. Findings of the project
completion report will be disseminated within ADB and with key government officials at the national and state level.

BPL = below poverty line; CBO = community-based organization; DSMC = Design Supervision and Management Consultants;
FHH = female headed household; GAP = Gender Action Plan; GOl = Government of India; NER = North Eastern Region;
NERCCDIP = North Eastern Region Capital Cities Development Investment Program; NGO = non-government organization;
O&M = Operations and Maintenance; SDGs = sustainable development goals; SIPMIU = State Investment Program
Management and Implementation Unit; SWM = solid waste management; ULB = urban local body; WTP = water treatment
plant.

Sources:

Census of India, 2001 and 2011, Department of Census Operations, Gol, 2001 and 2011.

Government of India, Economic Survey of India 2014-15, Ministry of Finance, Gol, 2015.

Government of India, Press Note on Poverty Estimates 2011-12, Planning Commission, Gol, July 2013.
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SAFEGUARD REPORTS
http://www.adb.org/projects/35290-043/main?page-1=1#tabs-0-2

Draft Initial Environmental Examination

Aizawl Solid Waste Resource
Management Subproject

Aizawl Water Supply Subproject

Aizaw| Septage Management
(Bio-digester) Subproject

Resettlement Plans

Aizawl! Solid Waste Management
Subproject

Aizawl Water Supply Subproject

Environmental Assessment and
Review Framework

Resettlement Framework

Indigenous Peoples Planning
Framework
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aizawl-water-supply-subproject-jun-2015-draft-iee

http://www.adb.org/projects/documents/ind-nerccdip-t3-
aizawl-septage-magt-bio-digester-subproject-apr-2015-
draft-iee

http://www.adb.org/projects/documents/ind-nerccdip-t3-
aizawl-solid-waste-management-subproject-jul-2015-rp

http://www.adb.org/projects/documents/ind-nerccdip-t3-
aizawl-water-supply-subproject-jul-2015-rp

http://www.adb.org/projects/documents/ind-nerccdip-t3-
aizawl-water-supply-subproject-jul-2015-rp

http://www.adb.org/projects/documents/ind-nerccdip-t3-
aizawl-water-supply-subproject-jul-2015-rp

http://www.adb.org/projects/documents/nerccip-t3-apr-
2015-ippf\
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GENDER ACTION PLAN

Appendix 12

NORTH EASTERN REGION CAPITAL CITIES DEVELOPMENT INVESTMENT PROGRAM - PROJECT 3

Activities | Target Indicators | Responsibility | Timeline
Construction related activities
Increase employment opportunities for women in civil | Aizawl: SIPMIU Aizawl Project
works with compliance of core labor standard’ including | Women employed in civil works in city water duration
same pay for work of equal value® (Outputs 1, 2 and 3) supply distribution network and solid waste
management subprojects [Target: 15% women]
Output 1 - Water Supply infrastructure constructed and rehabilitated
Design policy to provide subsidized water connections and meters | Agartala and Aizawl SIPMIU Agartala and Project
to poor and BPL FHHs® « Policy designed for subsidized water connections | SIPMIU Aizawl. Skill training | duration
and meters to poor and BPL FHHs in each state to be supported by the
Impart skills training to community members in plumbing e 2 training programs conducted in plumbing for NGOs
50 community members in each state [target
25M/25F]
Output 2 - Sanitation infrastructure constructed
Raise awareness and impart hygiene education in the | ¢ 5 awareness workshop in each town for 500 SIPMIU Aizawl. Project
user community on decentralized septage management | select community members [M250/F250] duration
system in Aizawl and ensure community participation in | ¢ 30% women in O&M structures established
its O&M
Output 3 - Solid waste management infrastructure constructed and rehabilitated
Conduct 1 consultation meeting in each town among | Aizawl and Agartala: SIPMIU Agartala and Year 1
community members—including SC/ST/other weaker | 200 community members consulted through 4 SIPMIU Aizawl supported by
section—-to obtain their needs and priorities in the | campaigns in each town [Target - 100M/100F] NGOs already mobilized
manner and schedule of waste collection
Ensure adequate representation of women in O&M Aizawl SIPMIU Aizawl supported by | Year2
¢ 30% representation of women in O&M of the DSMC/NGO Project
compost plant and material resource centers duration
ensured
Provide employment opportunity for ragpickers « All ragpickers employed at the SWM facilities Year 4
(40% women)

1

As per the provisions of; (i) Prevention of Sexual Harassment at Workplace Act 2013; (ii) Protection of Children from Sexual Offence Act, 2013; (iii) Contract

Labour Regulation & Abolition Act 1970; and (iv) Building and other Construction Workers (Regulation of Employment & Condition of Services Act 1996.
In all construction work under Tranche 3:(i) all bidding documents include relevant clauses on core labor standards and equal pay; (i) all contractors oriented on key

gender concepts, equal
workers

pay, core labor standards, and risks to women and children; and (jii) all contractors maintain labor registers showing names, sex, and wages of

® Registrar General & Census Commissioner of India, 2011 defines a FHH as the one where a woman generally bears the chief responsibility for the maintenance

of the household and takes decision.
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Output 4- Capacity for project implementation and service delivery improved

Train SIPMIUs’ and IPCC staff on gender mainstreaming | Agartala and Aizawl: SIPMIU Agartala and SIPMIU Year 1
and key gender issues in water, sanitation solid waste | 100% SIPMIUs’ and IPCC staff trained [Target: | Aizawl
management sectors 30% women]
Collect sex-disaggregated data through gender inclusive | Agartala and Aizawl: SIPMIU Agartala and SIPMIU Quarter 1
project management information system to measure | e 1 training for SIPMIUs’ staff to collect, analyze Aizawl of Year 1
impact of the project on men and women and use sex disaggregated information and
data;
e Gender indicators included in PPMS and
updated bi-annually with sex-disaggregated
data
Strengthen  project management, implementation, | Agartala and Aizawl: SIPMIU Agartalaand SIPMIU Q1 of Year 1
monitoring, and staff capacity in gender mainstreaming SIPMIUs include a gender focal point- for | Aizawl
supervision and coordination on GAP-and a
gender specialist/ staff with TOR to implement,
monitor, and report on GAP activities
Establish a single window system for Aizawl's Septage | The single window cell is established in AzMC | AzMC Year 1
Management and staffed with 30% women

AzMC = Aizawl Municipal Council; BPL = below poverty line; DSMC = Design Supervision and Management Consultant; GAP; gender action plan; FHHs = female headed households;
IPCC = investment program coordination cell; NGO=non-government organization; O&M= operations and maintenance; TOR = term of reference; PPMS = project performance monitoring
system; SIPMIUs = State Investment Program Management and Implementation Units.
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FINANCIAL MANAGEMENT ASSESSMENT UPDATE
A. Executive Summary

1. An updated financial management assessment (FMA) has been conducted in
accordance with Asian Development Bank’s (ADB’s) Guidelines for the Financial Management
and Analysis of Projects’ (the Guidelines) and ADB’s Financial Due Diligence: A Methodology
Note® for the purpose of Project 3 of the North Eastern Region Capital Cities Development
Investment Program (NERCCDIP). The FMA was conducted for the two State Executing
Agencies (SEAs), i.e. (i) Urban Development Department (UDD), Tripura and (ii) Urban
Development & Poverty Alleviation Department (UD&PAD), Mizoram as well as for the Urban
Local Bodies (ULBs) in Agartala and Aizawl, i.e. Aizawl Municipal Corporation (AzMC) and
Agartala Municipal Council (AMC). The FMA focuses on fund flows, staffing, accounting policies
and procedures, internal controls, financial reporting and monitoring, and internal and external
audit. The FMA draws on lessons learnt during the implementation of previous two tranches,
FMA Questionnaires completed by the State Investment Program Management Units (SIPMIUs)
and the ULBs as well as existing recent ADB country and sector level. The FMA questionnaire
of SIPMIUs and ULBs is available on request. Summary financial management maturity ratings
are given in Annexures A and B below for SEAs and ULBs.

2. The purpose of this updated FMA is to ensure that adequate financial management
arrangements are in place for the proposed Project 3 of NERCCDIP. The SEAs are responsible
for the implementation of the project. Project assets, once constructed, will be handed over to
the ULBs for operation and maintenance (O&M).

3. State Executing Agencies. SIPMIUs were set up at both UDD and UD&PAD to
manage and implement this Program. The FMA notes that the SIPMIU’s in place at both the
UDD and UD&PAD are now fairly experienced in implementing ADB-financed projects and with
support from Design Supervision and Management Consultants, have an institutional set-up
appropriate for the implementation of the project. Although the SIPMIUS were created with the
needs of the Program in mind, these are staffed by a pool of government staff, have shown their
significant value-add, and their institutionalization will be explored as part of the Financial
Management Action Plan (FMAP). The SEAs themselves have established accounting,
reporting and budgeting procedures in place in line with Government Regulations, although
accounts are maintained manually and internal audit function is weak. With the SIPMIUs in
place, the financial management risk at UDD and UD&PAD is considered low. Audited Project
Financial Statements (APFS) for Projects 1 and 2 were submitted by SIPMIU Tripura and
Mizoram within the nine months submission deadline, and there were no significant issues with
the withdrawal applications submitted. Nonetheless, additional financial management
improvement initiatives for UDD and UD&PAD have been incorporated into the FMAP including
(i) computerization of project accounting and (ii) capacity building for the enhancement of the
quality of the APFS in line with Comptroller and Auditor General (CAG) approved Terms of
Reference (ToRs). A key challenge has been and continues to be the predictability and
adequacy of timely counterpart funds. If budget is not allocated prior to project processing,
requirement for budget allocation will be included in the legal agreement as a condition for loan
effectiveness and assurances have been obtained from the State Government that Project

' ADB. 2005. Financial Management and Analysis of Projects. Manila.
2 ADB. 2009. Financial Due Diligence, A Methodology Note. Manila.
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funds will be released to the SIPMIUs on time. No significant procurement issues were faced
during the implementation of Projects 1 and 2.

4. ULB Capacity. At the ULBs, however, despite certain improvements, the
implementation of a double entry accrual based accounting system being a marked one, the
overall financial management capacity is still weak and financial management risk is
substantial. AzMC was set up only in the year 2010 and there is no full time dedicated
accountant on the team. Completion of the audit and availability of audited financial statements
(AFS) is delayed, as is the resolution of audit observations. Latest AFS for Aizawl are available
upto FY 2012-2013 only. In the case of AMC, internal audit is done upto 31 March 2013 and
external audit of three years from FY2012 to FY2014 done together. Keeping in view that the
ULBs need institutional strengthening before they will be able to provide urban services, the
Urban Institutional, Financial, Regulatory and Operational Reform Program requires a number
of financial reforms. These include (i) migration to an accrual based double entry accounting
system, (ii) creation of one single city ring fenced area headed by a senior officer, with control
over city water and sewerage operations as well as separate accounting and balance sheet, (iii)
implementation of selected options of financially self-sustainable, efficient and commercially
operated water and sewerage agency, and (iv) submission of a Financial Action Plan to ensure
improved utility financial performance including the implementation of volumetric water charges
with regular adjustments to tariffs to generate sufficient revenues to meet 100% O&M cost
recovery. All of these reforms are either complied with or in the process of being complied or not
yet due. The complete Reform Program along with the compliance status is given in ‘Checklist
for Compliance with Major Undertaking and Loan Covenants Urban Institutional, Financial,
Regulatory and Operational Reform Program’.®

5. The overall risk assessment for Project 3 is assessed as moderate. Despite the
highlighted risks, with the ongoing actions under the Reforms Program, assurances
incorporated and additional mitigation measures identified for improved financial management.
The financial management arrangements are considered satisfactory, and SIPMIU’s current
staffing is adequate for managing and implementing its existing projects. FMAP, to reduce risk,
includes:

At SEAs

(i) exploring the institutionalization of the SIPMIUs;

(i) computerization of financial accounting at the SIPMIUs;

(iii) capacity building for the enhancement of the quality of the APFS in line with CAG
approved TORs; and

(iv) adequate budget allocation and timely release of funds covenanted in the loan

agreement.

At ULBs

(i) a dedicated full time staff at AzMC; and

(ii) requirement for submission of AFS to ADB within one month of approval by the
councils.

® Appendix 5 of the PFR from the Government.
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B. Summary of Financial Management Assessment of ULBs

6. ULBs in Aizawl and Agartala. AzZMC and AMC are autonomous local bodies under the
Municipal Act.

7. Experience of managing externally financed projects. Although ULBs do not have

any experience in implementing donor funded projects; this is not relevant since the ULBs are
not implementing the Project. Nonetheless, project assets will be handed over to the ULBs after
their creation, and they need to build up their capacity to subsequently operate and maintain the
assets.

8. Funds flow arrangements. AzMC and AMC have their own sources of revenue,
including property taxes and other municipal levies. These are inadequate to meet their
expenditure requirements and respective state governments extend support in the form of
grants to meet expenditure requirements not covered by their own revenues.

9. Organization and staffing. AzZMC was set up in 2010 only. Present staffs are new and
are on contract basis. AMC accounts department is staffed adequately.

10. Accounting policy and procedures. AzMC and AMC both follow a double entry
accrual basis of accounting which were established and supported under the first two tranches
of the MFF. Accounting manuals were also prepared to support the implementation of the
accounting. The Institutional Development Consultants assisted the ULBs to implement this,
and double entry book keeping has been in place at both ULBs since FY2011.

11. Segregation of duties. The system ensures adequate segregation of duties.

12. Budgeting system. The financial budget is prepared by the Accounts Officer. Budget is
placed before the Council for approval. Budget is prepared in detail for all significant activities
and provides benchmark for budget variance analysis. Comparison between budget and actual
is carried out every six months. Actual is usually about 75% of the budget, indicating that targets
are not fully achieved.

13. Payments. Payments are made against invoices submitted for payments and due
verification. In AzMC, the Chief Executive Officer and Secretary are the joint signatories. In
AMC, the Commissioner and Drawing and Disbursing Officer are joint signatories.

14. Policies and procedures. The accounting system of both AzZMC and AMC is accrual
based. The policies and procedures are maintained as stipulated by the State Municipal
Accounts Manual.

15. Internal audit. There is no in-house internal audit system in both AzMC and AMC. In
AzMC, internal audit is done by the Director of Local Fund Audit and audit is done up to
FY2012-2013. However, internal audit of AMC is conducted by the State Audit Directorate. AMC
has made available the last internal audit report of year ended 31 March 2013. Audit
observations generally related to compliance to extant rules and regulations and lapses in
performance.

16. External audit. The AFS are regularly audited by the Accountant General, which is
independent of the entity. There is delay in the audit and audit report generally is not issued
within six months from the end of the financial year. AzZMC audit is completed up to the year 31
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March 2013. AMC audit is completed up to FY2013-2014 and audit report covers a three year
period for FY2011-2012 to FY2013-2014. Audit is conducted according to Government auditing
standard issued by CAG of India.

17. Reporting and monitoring. Financial statements are prepared on monthly and annual
basis. Financial statements and supporting schedules are prepared according to the municipal
accounts manual.

C. Summary of Financial Management Assessment— SEAs

18. Executing and Implementing Agencies. UDD and UD&PAD are the SEAs. Fully
staffed SIPMIUs have been established and are responsible for program implementation.

19. Major experience of managing externally financed projects. SIPMIU has
successfully completed the Tranche 1 and is implementing the Tranche 2 of the ADB-assisted
NERCCDIP.

20. Funds flow arrangements. Funds are received through budget allocation from State
Governments, which in turn receives the money from Government of India, Ministry of Finance
through Ministry of Urban Development (MoUD).

21. Organization and staffing. SIPMIU accounts section is adequately staffed. Existing
personnel in SIPMIU, Agartala accounts department comprise of: (i) Accounts Officer, (ii) two
Accountants, and (i) one Accounts Assistant deputed from Government of Tripura.

22. Existing personnel in SIPMIU, Aizawl accounts department comprise of: (i) Senior
Accounts Officer, (ii) Accounts Officer, and (ii) one Accounts Assistant deputed from
Government of Mizoram and the second Accounts Assistant is contractual that will co-terminate
with the project. In addition, the third Accounts Assistant will be employed in August 2015.

23. Accounting policy and procedures. The accounting system is already in place as the
SIPMIU has handled Tranche 1 and Tranche 2 of the ADB-assisted NERCCDIP projects. The
accounting is done as defined in the chart of accounts of Government of Tripura, which is
adequate. There are adequate controls and the accounting records are retained on permanent
basis.

24. Segregation of duties. The system ensures adequate segregation of duties. Project
Director authorizes all expenditure and payments. Account Officer and team are responsible for
accounting and reporting. The bank reconciliations are prepared by the Accountant while
approval of payments made jointly by the Project Director.

25. Budgeting system. The financial budget is prepared by the Accounts Officer. Project
Director gets the budget approved through the Empowered Committee. Government allocates
necessary budget for project activities. Budget is prepared in detail for all significant activities
and provides benchmark for budget variance analysis. Comparison between budget and actual
is carried out every six months. Actual is usually about 75% of the budget, indicating that targets
are not fully achieved. No budget allocation has been made for the project for the current fiscal
year (FY2015-2016), which requires immediate attention.

26. Payments. SIPMIU is responsible for payments of goods and services. Payments are
made against invoices submitted for payments and due verification. Project Director and
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Accounts Officer are the authorized signatories. In case of Aizawl SIPMIU, Project Director and
Deputy Secretary, Finance Department, Government of Mizoram are the authorized signatories.

27. Policies and procedures. A cash basis of accounting is followed. The policies and
procedures are maintained as stipulated by respective State Government. Financial rules of the
respect State Government are followed for the project.

28. Internal audit. There is no in-house internal audit system. There is no internal audit
done at SIPMIU, Aizawl. In SIPMIU, Agartala, however, internal audit of SIPMIU is conducted
by State Audit Directorate. The last audit report available is for the year ended 31 March 20183.
Audit observations covered compliance with rules, regulations, and areas for performance
improvements.

29. External audit. The annual project financial statements are regularly audited by the
Accountant General, which is independent of the entity, of respective states. There is no
significant delay in the audit and audit report is generally issued within nine months from the end
of financial year. Audit is conducted according to Government auditing standard issued by CAG
of India. All state entities (including SIPMIU) are subject to external financial / performance /
compliance audit by the Office of the CAG of India. The auditor highlighted inter-transfer of
funds between Project 1 and 2 at Agartala, during the FY2014. SIPMIUs have committed to
reverse the transfer and not to make such transfers in the future. CAG reviews and comments
on state entities’ financial reporting and records on an annual basis and following Government
of India’s accounting rules. The external statutory Audit Report is required to be submitted within
six months from the end of each financial year although it is often delayed.

30. Reporting and monitoring. Financial statements are prepared on a monthly and annual
basis. Financial statements and supporting schedules are prepared according to respective
State Government accounting standards.

31. Information System. There is no computerized financial management system at
SIPMIU.

32. Supervision. SIPMIU, through Empowered / Steering Committee, will be responsible for
overall supervision of the Project. PD will regularly monitor the status of the financial covenants
agreed with ADB. PD, SIPMIU, will be responsible for regular supervision of the project financial
management. ADB project implementation support missions will supervise financial covenants
twice a year in general and recommend corrective actions, if any.

D. Country Level Issues

33. The Country Policy and Institutional Assessment for transparency, accountability and
corruption in the public sector rating (1=low to 6=high) in India was last reported at 3.6 in 2012
(World Bank 2012).* Transparency, accountability, and corruption in the public sector assess
the extent to which the executive can be held accountable for its use of funds and for the results
of its actions by the electorate and by the legislature and judiciary, and the extent to which
public employees within the executive are required to account for administrative decisions, use
of resources, and results obtained. The three main dimensions assessed here are the

* Available at http://data.worldbank.org/indicator/IQ.CPA.PUBS.XQ.
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accountability of the executive to oversight institutions and of public employees for their
performance, access of civil society to information on public affairs and state capture by narrow
vested interests.

34. Main findings® of assessment of India’s public expenditure and financial accountability

are:

(i)

(i)

Assessment of Impact of Public Financial Management (PFM) Weakness:
The adoption of rule based fiscal management by enacting the Fiscal
Responsibility and Budget Management Act helped in monitoring aggregate
fiscal indicators, but its impact on the actual practice of financial management is
not clear. The budgeting system in India is conventional input-based and more
concerned with basic financial compliance; but this has not resulted in
establishing effective fiscal discipline. Absence of a multi-year perspective in
expenditure planning, lack of robust macro-economic forecasting on which to
base the budget, and inherent weaknesses in adhering to the procedures laid
down in Constitutional and legal provisions have negatively affected PFM
outcomes.

Aggregate Fiscal Discipline: Absence of a multi-year perspective in the
expenditure planning that indicates future year commitments, a lack of effective
fiscal risk assessment at an aggregate level, the unevenness and the late spike
in the annual spending pattern, surrender of money at the end of the fiscal year
in an annual lapsable budget cycle due to a lack of effective program
management in budget implementation, an absence of a hard budget constraint,
and weak internal control and internal audit system are important weaknesses of
the PFM system that limit fiscal discipline. While external audit in the country is
well established and facilitates the legislative in exercising control over the
executive, the process of scrutiny of the audit reports has deteriorated, adversely
affecting its effectiveness.

Strategic Allocation of Resources: Strategic resource allocation in India is
affected by the lack of well-developed sector strategies based on government
objectives, developing and costing of programs to achieve those objectives and
linking the resource allocation to the priorities specified in sector strategies. The
cash basis of accounting followed by the government does not have the capacity
to reveal the full outlays either on a program or a project. In the existing
budgeting system performance information is not included to improve strategic
resource allocation.

Efficient Service Delivery: In the federal arrangement the sub-national
governments have wide ranging responsibilities with regard to service delivery.
The overall financial management system including the efficient revenue
collection, expenditure control, cash and debt management to address liquidity
problems, efficient intergovernmental transfer system are all important elements
to facilitate better program management and service delivery.

Prospects for Reform Planning and Implementation: The institutional
arrangement within the government provides support to initiate reform planning
and implementation processes. The initiatives taken by the government in recent
years has put PFM issues at the forefront. The role of PFM systems in

® National Institute of Public Finance and Policy. March 2010. Assessment of India Public Expenditure and Financial
Accountability Public Financial Management Performance Assessment Report. New Delhi.
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contributing to fiscal discipline, strategic resource allocation through better
program management and improving service delivery has gained attention in
recent years. A comprehensive view needs to be taken to strengthen the
financial management systems in the country as it will be difficult to deliver
through isolated reform initiatives.

35. Project financing will consist of ADB loan and government funds. ADB and Government
funds will be channeled to SIPMIU through government budgetary system allocations. Based on
actual expenditures made during project implementation, SIPMIU will claim reimbursements
from ADB. Statement of Expenditure ceiling is proposed to be lifted on account of the good
history of submitting withdrawal applications by the SIPMIUs. In addition to the current
mechanism of funds transfer under Tranche 1 and Tranche 2 of NERCCDIP, direct payment
mechanism will also be applied.

36. The APFS shall be submitted to ADB within 9 months of the end of the financial year.
The additional three month extension is considered justified since there is a need for a
consolidated audit of MoUD which can only take place after the state level audits are completed.
ADB will also provide training in the use of the new CAG approved TORs.

E. Risk Analysis

37. The risk assessment below is based on existing circumstances, staffing, and
procedures.

38. Inherent Risk is the susceptibility of the project financial management system to factors
arising from the environment in which it operates, such as country rules and regulations and
entity working environment (assuming absence of any counter checks or internal controls).

Table 1: Inherent Risk Summary

Risk Risk Risk Mitigation Measures
Assessment
1. Country-Specific : Moderate Obtain firm commitment from Ministry of Finance and ensure
Unpredictable Budget budget allocation prior to loan effectiveness
Allocation
2. Entity-Specific Moderate Revenue generating operations (e.g. water supply) at the ULB

municipality level are not with the ULB but with Public Health
and Engineering Department. The project requires ring fencing
of water supply accounts as key performance criteria; and tariff
revisions at regular intervals over a period of 20 years after
project completion.

3. Project-Specific Substantial Financial absorption capacity model of ULB requires them to
increase property tax collection (rates and collection efficiency
which average around 60%) and increase tariffs of revenue
generating services (e.g. water supply). If revenues are not
increased significantly and sustained then it will be difficult for
ULB to properly operate and maintain new investments. The
competences and experience of the executing agency and
implementing agency financial staff in automatic accounting and
reporting systems are limited. Intensified continuation of
ongoing financial management training program is clearly
required. Same applies for related MIS & Control systems. The
project will invest in capacity support to enhance municipal
financial systems through a performance based approach to
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Risk Risk Risk Mitigation Measures
Assessment

incentivize governance improvements.

Overall Inherent Risk Medium Political unrest and violence may destabilize the implementing
agency’s willingness to increase taxes and tariffs in the coming
years, and possibly affect their development and financial
situation. ADB will closely monitor and address specific capacity
gaps with technical support and incentives for governance
improvements through a performance based approach to fund
allocation.

ADB = Asian Development Bank; ULB = urban local body.

39. Control Risk is the risk that the project’'s accounting and internal control framework are
inadequate to ensure project funds are used economically and efficiently and for the purpose
intended, and that the use of funds is properly reported.

Table 2: Control Risk Summary — SEAs

Risk Type Risk Description Risk Proposed Mitigation
Assessment | Measures
1. Executing e SIPMIU’s Finance Sections will be Low ¢ Not applicable
Entity responsible for project FM,

accounting and reporting.

¢ SIPMIU will continue to follow project
FM and accounting systems.

e SIPMIU staff has donor project
management experience —including

ADB.
2. Funds Flow ¢ Delays in allocation and release of Moderate ¢ MOUD and State
funds Governments assurance

to release the
counterpart parts on
timely basis

o SIPMIU will manage
overall project funds

3. Staffing e SIPMIU's  Finance Section s Low ¢ Not applicable
adequately staffed with competent
and experienced personnel.

e The Section provides professional
quality service.

4. Accounting ¢ Policies and procedures are well Low ¢ Not applicable
Policies and documented. SIPMIU use
Procedures Government accounting standards.
5. Internal Audit | ¢ SIPMIU has no internal audit cell. Moderate o However internal audit is

conducted by State Audit
Directorate in case of
Agartala.

¢ No internal audit of
Aizawl SIPMIU is being
carried out at present.

6. External Audit | e Yes. CAG has the constitutional Low * Not applicable
(project level) mandate to conduct external audits

of donor funded projects.
e Annual project audit reports are
typically produced within six to nine
months of the end of the financial
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Risk Type Risk Description Risk Proposed Mitigation
Assessment | Measures
year.
e Compliance reports are prepared
and submitted in response to audit
findings (paras) for disposal of the
same.
7. External Audit | ¢« CAG conducts the audit of the UDD Low ¢ Not applicable
(entity level) and UD&PAD as part of its overall
state level audits.
8. Reporting and | e Reporting systems are in place. Moderate * Not applicable
Monitoring « Routine reports are produced from
the Accounting System — others are
prepared on spreadsheets with
figures extracted from the accounting
system.
9. Information e SIPMIU's  accounts  are not Moderate o Computerisation of
Systems computerized. SIPMIU accounts to be
initiated and will be
completed by 31 March
2016
Overall SIPMIU’s financial management
Control Risk practices and procedures are Moderate

considered to be adequate for
management and control of project
finances — and project funds will be
managed and audited.

CAG= Comptroller and Auditor General, SIPMIU = State Investment Program Management Implementation Unit;
UDD = Urban Development Department; UD&PAD = Urban Development and Poverty Alleviation Department.

F. Financial Projections of ULBs

40. A review of the historical and projected financial statements of the ULBs with-project,
show that following the completion of the respective subprojects, introduction of property tax

and tariff reforms, the balances of the operating accounts will improve. The proposed user

charges are sufficient to cover incremental O&M expenditures in both ULBs. At AMC, full water
supply O&M cost recovery is achievable on completion of all subprojects. At Aizawl, full O&M
costs for water will likely not be recovered, due to the higher O&M costs, in particular higher
electricity costs incurred in hilly terrains. On an overall basis, both AzMC and AMC'’s financial
projections, with project, demonstrated positive cash balance in 2020 with subsidy support from
Government till the completion of implementation of the project. Detailed projections are given
below in Annexures C and D for Agartala and Aizawl. An analysis of financial performance of
ULBs for the last three fiscal years shows that:
(i) Grants constitute a significant portion of income; 76 in AzMC and 55 % in AMC;

(i) Increase in revenue expenditures has outpaced growth of revenue incomes,
excluding grants;

(iii) Property tax was the largest source of revenue receipt; and

(iv) Cost recovery for water supply services is 20% and 5% in Aizawl and Agartala
respectively and for solid waste management is 20% and 24% in AzMC and

AMC respectively at present.
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Annex A

Financial Management Maturity Rating Criteria for Executing/ Implementing Agencies — SEAs, Agartala and Aizawl
Scoring Guidelines: (i) Many are subjective and professional judgment to be exercised (ii) Overall Rating : 0-40% = High Risk, 40 — 60% = Substantial Risk, 60% — 75 % =
Moderate, 75% — 100% = Low, (iii) For low risk, at a minimum must meet criteria’s 1b, 1d, 2b, 4b, and 5a, else automatically at least moderate

1. Accounting and Financial Reporting (Total 20 points)

a.

e.

f.

Accrual Basis of Accounting applied

Computerized FMIS
Monthly financial statements can be closed within 15 — 30
days

Financial statement prepared in accordance with
acceptable financial reporting framework

Qualified Chartered Accountant in the Accounts
Department

Financial Management & Accounting Manual in place

2. Budgeting and Financial Sustainability (Total 20 points)

C.

d.

Bottom-up budgeting on annual basis with variance
analysis
Long term and short term budgets prepared

Adequate Budget Allocation/ Releases

Absorption Capacity

3. Internal Audit (Total 15 points)

a.

Existence of an effective IA Department

Internal Audit Reports to Audit Committee (at least 2x a
year)

Assigned
Total

Score
Obtained

Guidelines/ Considerations
for Scoring

Comments

0

Cash based accounting system is in
place.

The FMIS is not linked with
accounting system and financial
accounting is manual

Monthly financial statement
prepared.

Financial Reporting Is done as per
government regulations, but not
under any recognized financial
reporting framework

There is no qualified Chartered
Accountant in the Accounts
Department.

GFRs are followed

Variance analysis is done only at the
year end.

Only annual budget is prepared.

There have been delays in release of
funds

SEAs are able to spend the funds
they receive

Internal audit done by State Audit
Directorate in Agartala and in Aizawl
there is no internal audit.

To the State government, but once in
1-2 years
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¢. Qualified IA department heads

d. Risk based Internal Audit Manual

Evidence that IA Reports are taken seriously / followed up
on

4. External Audit (Total 15 points)

Audited financial statements issued within 6-9 months of
fiscal year end

b. Competent independent external auditor

Limited audit observations / no serious issue repeated for
more than 2 years

5. Internal Controls (Total 20 points)

IC commensurate to business (as assessed by auditor or
4 ADB)

b. Fixed Assets Register in place

d Adequately trained Staff in place (limited vacancies, low
" turnover OR adequate experience / qualifications)

6. Governance / Tone at the top (Total 10 points)

a. No alleged reports of misconduct in the media

b. Active and effective Governing Body/ Chief Executive

TOTAL |

3 Experienced

3 Risk based Internal Audit Manual is
not in place.

3 Yes

5 There have been delays in the
conduct of audit at both ULBs

5

5 There are delays in compliance to
audit observations at ULB level
The internal control is maintained

10 according to government financial
rules.

5 Fixed asset register is maintained but
not linked with control register.

5

5

5

100.00 | 61

Notes:
Overall risk assessed as Substantial for the SEAs
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Annex B

Financial Management Maturity Rating Criteria for — Aizawl Municipal Council and Agartala Municipal Corporation

Scoring Guidelines: (i) Many are subjective and professional judgment to be exercised (ii) Overall Rating : 0-40% = High Risk, 40 — 60% = Substantial Risk, 60% — 75 % =

Moderate, 75% — 100% = Low, (iii) For low risk, at a minimum must meet criteria’s 1b, 1d, 2b, 4b, and 5a, else automatically at least moderate

1. Accounting and Financial Reporting (Total 20 points)

e.
f.

Accrual Basis of Accounting applied
Computerized FMIS

Monthly financial statements can be closed within 15 — 30
days

Financial statement prepared in accordance with
acceptable financial reporting framework

Qualified Chartered Accountant in the Accounts
Department

Financial Management & Accounting Manual in place

2. Budgeting and Financial Sustainability (Total 20 points)

b.
c.
d.

Bottom-up budgeting on annual basis with variance
analysis

Long term and short term budgets prepared
Adequate Budget Allocation/ Releases

Absorption Capacity

3. Internal Audit (Total 15 points)

a.

e.

Existence of an effective IA Department

Internal Audit Reports to Audit Committee (at least 2x a
year)

Qualified 1A department heads

Risk based Internal Audit Manual

Evidence that IA Reports are taken seriously / followed up
on

4. External Audit (Total 15 points)

Audited financial statements issued within 6-9 months of
fiscal year end

Competent independent external auditor

Limited audit observations / no serious issue repeated for
more than 2 years

Assigned Score Guidelines/ Considerations
Total | Obtained for Scoring Comments
2 2 See Note 1
Fully/ partially integrated
4 system See Note 2
0 -15 days — 4 points ;16- 30
4 4 days 2 points] See Note 3
4 4 See Note 4
4 0 See Note 5
2 2 See Note 6
5 3 See Note 7
5 2 See Note 8
5 3 See Note 9
5 3
Effective’ means adequate
3 2 scope and coverage and may See Note 10
include outsourced functions
3 1 See Note 11
3 2 Experienced
3 0 See Note 12
3 3 Yes
5 3 See Note 13
See Note 14
See Note 15
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5. Internal Controls (Total 20 points)

IC commensurate to business (as assessed by auditor or

a. ADB) 10 5 See Note 16
b. Fixed Assets Register in place 5 2 See Note 17
q. Adequately trained Staff in p_Iace (Ilmlteq vacancies, low 5 > See Note 18
turnover OR adequate experience / qualifications)
6. Governance / Tone at the top (Total 10 points)
a. No alleged reports of misconduct in the media 5 5
b. Active and effective Governing Body/ Chief Executive 5 5 frequency of meetings, time

taken to take decisions

TOTAL| 100.00 | 65 |

Overall risk assessed as moderate for both the ULBs.

Notes:

Accrual (Hybrid) based accounting system is in place.

Municipal Accounting Software has been installed and financial statements generated under the computerized system with help from Institutional Development
Consultants (IDC) in both AzZMC and AMC. However continuance of the same system after IDC contract is to be ensured.

Monthly financial statement prepared.

Financial statements are prepared.

There is no qualified Chartered Accountant in the Accounts Department.

Municipal Accounts Manual adopted in both Aizawl MC and Agartala MC.

Variance analysis is done only at the year end.

Only annual budget is prepared.

There have been delays in release of funds.

. Internal audit is done by State Audit Directorate in both Agartala and in Aizawl MCs. In both Aizawl and Agartala MCs the internal audit is done till 31st March 2013.

. Audit report is submitted to the State government

. Risk based Internal Audit Manual is not in place.

. There have been delays in the conduct of audit at both ULBs. Aizawl MC Audit is done up to 31 March 2013. Agartala MC Audit for the three years 2012 to 2014 was

taken up and completed.

. Audit is done by Auditor General’s office.

. There are delays in compliance to audit observations at ULB level.

. The internal control is maintained according to government financial rules.

. Fixed asset register is maintained, but updation of the same after IDC is to be ensured.

. In Aizawl MC there is no permanent staff in accounts section only contract staff. In case of Agartala the staff involved with computerized accounting software are on

contract basis
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Annex C

Agartala Municipal Corporation (Revenue Account)

Particulars

Actual
201314

Agartala Municipal Corporation (Revenue Account)

Opening Balance

FEevenue Income without Project

Tax Revenue

Mon Tax Revenue
Grants & Contribution
Other Income

Total- Revenue Income without Project
Revenue Expenditure without Project

Salaries & Allowances
Operation and Maintenance

Total- Revenue Expenditure without

Project

Revenue Surplus /{Deficit) (without

Project)
Closing Balance
Water Supply Account
- Existing Income
- Income - Incremental
-Mew Conneclion Fees
Total Revenue
Revenue Expenses
- Expenditure - Existing
- Expenditure - Incremental
Total Expenses
Revenue Surplus /{Deficit)

Solid Waste Account

- Existing Income

- Income - Incremental
Total Revenue

Revenue Expenses
- Expenditure - Existing
- Expenditure - Incremental
Total Expenses

Revenue Surplus /{Deficit)

Septage Management Account

- Existing Income

- Income - Incremental
Total Revenue

Revenue Expenses
- Expenditure - Existing
- Expenditure - Incremental
Total Expenses

Revenue Surplus /{Deficit)

Closing Balance - All account with

Project

Government subsidy required
Closing balance after subsidy

298
957
268.9
38.8
443.2

2789
71.3

350.2

93.0
93.0

7.6

1.4
76

170.0
170.0

(162.4)
4 5%

(69.4)
69.4

2014-15
93.0
4932

105.3
281.7

446.3

306.8
78.3

385.0

61.2
154.2

7.7

0¥
8.4

176.0
176.0

(167.5)
4.8%

201516

154.2

61.1

115.8

316.5

493.4

3375
859

423.4

70.0
2242

(VA
8.5

188.3

188.3

(179.8)
4 5%

444

44 4

2016-17

224.2
111.2
127 .4
3434

582.0

3712
943

465.5

116.5
3407

7.9

0.5
8.4

201.0
201.0

(192.6)
4.2%

58
5.8

a0.4
90.4
(84.6)

63.5

63.5

201718
340.7
11565
1401
3726

628.2

408.3
103.5

511.8

116.4
4571

8.0

04
8.4

2142
2142

(205.8)
3.9%

15.1
15.1

96.4
96.4
(81.3)

278
278

201
201
77
AFTT

17r.r

Projections in Rs. Million

2018-19
457.1
13T
154 .1
4043

675.5

4492
113.6

562.8

1127
569.8

8.0

0.4
8.5

2279
2279

(219.4)
3.7%

16.2
16.2

102.5
102.5
(86.3)

287
287

22.0
22.0
6.7
270.8

270.8

2019-20
569.8
118.2
169.6
438.6

726.5

494 1
1247

618.8

1077
677.6

8.1

1.3
9.4

242.0
242.0

(232.6)
3.9%

17.3
17.3

105.9
108.9
(91.6)

291
291

237
237
5.5
358.9

358.9

2020-21

G77.6

129.0
186.5
475.9

791.4

543.5
136.9

680.4

1119
T788.6

8.2
276.0
¥6.1
360.2

256.6
73.92

3305

297
109.0%

18.5
18.5

115.4
115.4
(96.9)

29.6
29.6

25.5
255
4.1
7255

7255

2025-26

1,149.8

1483
3004
¥15.6

1,164.3

8753
2187

1,004.0

70.2
1,220.1

8.6
411.9
2.6
4231

337.8
97.31

4351
(12.0)

97.2%

307
30.7

152.0
152.0
(121.2)

327
327

35.9

359
{3:2)

1,083.6

1,083.6

2030-31

1,312.6

170.5
483.8
1,076.0

1,730.3

1,409.6
23500

1,759.7

(29.4)
1,283.2

2
5405
28
5524

4342
125.09

558.3
(6.9)
98.8%

485
48.5

195.3
195.3
(146.8)

35.9
35.9

50.5

50.5
(14.6)

1,114.8

1.114.8

2039-40

246.8

206.8
1,140.7
2,242 2

3,589.7

2,497.3
818.3

3,315.6

2742
521.0

9.9
9755
4.8
990.2

655.7
188.87

8445

1457
117.2%

a8.5
98.5

295.0
295.0
(196.5)

44 4
44 4

93.8

938
(49.3)

4208

420.8



Aijawl Municipal Council
Particulars

Actual
201314

Mizoram Municipal Council (Revenue Account)

Opening Balance
Revenue Income without Project
Tax Revenue
Mon Tax Revenue
Grants & Contribution
Other Income
Total- Revenue Income without
Project
Revenue Expenditure without Project
Salaries & Allowances
Operation and Maintenance
Debt Servicing
Total- Revenue Expenditure
without Project
Revenue Surplus f{Deficit) (without
Project)
Closing Balance
Water Supply Account (presently
PHED)
- Existing Income
- Income - Incremental
-MNew Connection Fees
Total Revenue
Revenue Expenses
- Expenditure - Existing
- Expenditure - Incremental
Total Expenses
Revenue Surplus f{Deficit)

Solid Waste Account
- Existing Income
- Income - Incremental

Total Revenue
Revenue Expenses

- Expenditure - Existing

- Expenditure - Incremental

Total Expenses
Revenue Surplus f{Deficit)
Septage Management Account
- Existing Income
- Income - Incremental

Total Revenue
Revenue Expenses

- Expenditure - Existing

- Expenditure - Incremental

Total Expenses
Revenue Surplus f{Deficit)
Closing Balance - All account with
Project
Government Subsidy requirement
Closing Balance after Government
Subsidy

116.6
39.3
39.3

104.67

104.6
5427
5427

(438.2)
19.3%

(398.9)
398.9

201415

105.6

0.6
106.2

561.7
5617

(455 5)
15.9%

(379.3)
379.3

201516
76.2
571

8.6
144 2
209.9

594
782
137.6
723
148.5
106.7

0.6
107.3

6011
6011

(493 .8)
17.9%

(345.2)
3452

201617

148.5

59.3
95
4.3

-
[ ]

149.6

734
222.0
107.7

0.6
108.4

641.8
641.8

(533.4)
16.9%

(278.5)
278.5

201718

222.0
601

10.4
165.1

235.7

162.7
72.9
294.9
108.8
0.7
108.5
683.9
683.9

(574.4)
16.0%

(265.6)
265.6

Projections in Rs. Million

201319

294.9
60.8

11.5
176.6

248.9

177.1

71.8
366.7
109.9

0.4
110.3

T27.5

7275
(617.2)
15.2%

12.4
12.4

296
29.6
(17.2)

(235.0)
235.0

2019-20

366.7
61.4
12.6

189.0

263.0
87.0

105.8

192.8
70.3

437.0

111.0

0.4
111.4

7726
7726

(661.2)
14 4%

152
152

314
314
(16.2)

34.2

| |
oy mn

(207.9)
207.9

2020-21

437.0

67.3
13.9
202.2

283.4

957
1143

209.9

73.5
510.4

112.1
4769

0.8
589.8

§19.3
15511
974.4
(384.6)
60.5%

144 .5

1445

2025-26

T76.0
ir.8
22.4

283.7

383.8

154 .1

169.0

323.1
60.7

836.7

117.8

756.1

875.7

=3

.078.5
20418
1,282.7
(407.0)
68.3%

43.9
43.9
(10.4)

342
342

[=%)
R R P
olaa

451.3

451.3

Annex D

2030-31 2039-40
1,005.2 728.4
89.9 109.6
36.0 85.0
397.8 841.9
523.8 1,036.5
248 1 585.0
2532 £38.1
501.3 1,123.2
225 (B6.7)
1,027.7 641.7
123.8 135 4
1.006.2 1.915.2
0.9 1.8
1,130.:9 20524
1.386.4 2,093.3
262 4T 396_31
1.648.8 2.489.6
(517.9) (437.2)
68_6% 82 4%
504 104 1
50.4 1041
56.4 85.2
6.4 852
(6.0) 18.9
342 34 2
34.2 34.2
28 42
28 4.2
31.4 30.0
352 2534
535 2 2534
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