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Asian Development Bank

Agriculture Perspective Plan

Agriculture Sector Performance Review
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community organizer

country strategy and program
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Decentralization Implementation Action Plan
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director general
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District Technical Office
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Farmer -managed irrigation system
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Human development index

Irrigation Development Division/ Irrigation Development
Subdivision
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institutional strengthening and project management
integrated water resources management
local governance institution

Local Self-Governance Act

monitoring and evaluation

microfinance institution

Ministry of Agriculture and Cooperatives
Ministry of Water Resources

midterm review

Nepal Agriculture Research Council
National Federation of Irrigation Water Users Associations, Nepal
nongovernment organization

net present value

Nepal Rastra Bank

National Vigilance Center

National Water Plan

National Water Resources Strategy

ninth five-year plan

operation and maintenance

project appraisal committee

project preparatory technical assistance



PRSP - poverty reduction strategy paper

PSC - project steering committee
RDA - Regional Directorate of Agriculture
RF - resettlement framework
RID - Regional Irrigation Directorate
RP - resettlement plan
RPSU - regional project support unit
SDR - special drawing rights
SIP - subproject implementation plan
SISP - Second Irrigation Sector Project
SMU - subproject management unit
SOE - statement of expenditure
TL — team leader
WECS - Water and Energy Commission Secretariat
WUA - water user association
NOTES
0] The fiscal year (FY) of the Government ends on 15 July. FY before a calendar
year denotes the year in which the fiscal year ends, e.g., FY2004 ends on 15
July 2004.

(i) In this report, "$" refers to US dollars.
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GOVERNMENT OF NEPAL

COMMUNITY-MANAGED IRRIGATED AGRICULTURE SECTOR PROJECT
PROJECT ADMINISTRATION MEMORANDUM

Approval of PPTA
Feasibility Study
Fact-Finding
Management Review Meeting
Appraisal Mission

Staff Review Meeting
Loan Negotiations
Board Circulation

Board Approval

Loan Agreement Signing
Loan Effectiveness

Conditions of Loan Effectiveness (in addition to submission of the Legal Opinion) (refer to
Section 6.01 of the ADB Loan Agreement):

Prior to loan effectiveness, the Government will have established the central project
management office (CPMO) and appointed key staff. The CPMO shall be headed by the Project
Director who shall be a qualified class-1 senior engineer with multidisciplinary experience and
skills, and shall include staff assigned from DOI, DOA, DOLIDAR and WECS, on terms and
conditions and with such skills acceptable to ADB, including, a full time class-Il DOI engineer, a
class Il DOA extension specialist, five class-Ill DOI staff assigned for planning, design, irrigation
management, environment, and resettlement issues, along with staff from the WECS to

LOAN PROCESSING HISTORY

18 October 2001

18 March 2004

9 September to 1 October 2003
16 February 2004

2 — 18 March 2004

16 September 2004
13 to 15 October 2004
27 October 2004

17 November 2004

23 December 2005

13 January 2006

coordinate planning and DOLIDAR for small-scale irrigation schemes.



DESIGN AND MONITORING FRAMEWORK

Design Summary

Performance
Indicators/Targets

Monitoring Mechanisms

Assumptions

Impact

Promote inclusive economic growth
and reduce poverty in the rural
areas of Central and Eastern
Development regions.

Poverty incidence in rural
households in subproject areas
is reduced by over 15%.
Farmers having 0.25-0.5 ha of
land achieve over 100% food
self-sufficiency on average.
Livelihood of poor ethnic or
caste groups improves,
demonstrated by better HDIs.
Similar interventions are widely
replicated, thereby accelerating
agriculture growth, confirmed
in district-level statistics.

e National and district
statistics on
agriculture, incomes,
and HDIs

o BME reports

e GLE progress reports

e Gender and
ethnicity/caste
differentiated district
baseline surveys

Political conditions
remain conducive.
Project institutions are
willing to strengthen
FMIS improvement.
Necessary systems are
operational to monitor
sector performance.

Outcome

Enhance agricultural productivity
and sustainability of existing FMIS,
thereby enhancing the livelihood of
poor men and women by:

(i) Providing improved measures for
WUA mobilization, infrastructure,
agriculture development and
targeted livelihood enhancement
to build the human capital of the
poor including women and
disadvantaged groups and other
support services; and

(i) Strengthening policies, plans,
institutions and operational
mechanisms for more responsive
service delivery and sustained
impacts.

Following results achieved in
subproject areas by 2015, with
individual subproject targets fixed
in SIPs and monitored:

(i) Cropping intensity increases
by 40%.

(i) Annual cereal, potato, and
cash crop production
increases by at least 51,000
t; 33,000 t, and 14,000 t.

(iiiy Gross margin per farm family
increases by 70%.

(iv) Permanent employment in-
creases by 3.3 million days.

(v) Annual family income of
landless farm laborers in-
creases by over NRs 2,000.

Following institutional

performance achieved:

(i) Individual outputs for institu-
tional actions (Component/
Output B.1.) are operated.

(ii) Improved FMIS support
system is operated.

(iii) DOI capacity is established to
execute 4 FMIS subprojects
per district at a time.

(iv) DOA and DDC are capable of
providing due services in
each FMIS subprojects.

(v) WUA are functioning
effectively to enhance
community livelihood, with
increased women and
ethnic/caste representation.

(vi) DOI prepared, endorsed, and
implemented policy on
gender and development.

e BME reports

o National statistics

e Project progress and
completion reports

e Consultants’ reports

e GLE progress reports

e Project progress and
completion reports

e Consultants’ reports

e DOI database of
completed schemes

e Evaluation reports by
independent agents

Political conditions
remain conducive.
Project institutions are
willing to strengthen
FMIS improvement.
WUA are willing to
strengthen institutional
basis while managing
the facilities effectively.
WUA are willing to
adopt modern cropping
patterns.

Damages from natural
disasters are manage-
able, or timely
rehabilitated.

Political conditions
remain conducive.
Project institutions are
willing to strengthen
systems for FMIS
improvement.

WUA are willing to
strengthen institutional
basis adopting new
cropping practice.
Necessary system is
operational to monitor
performance.
Leadership and support
within and outside DOI.

Continued on next page




Design Summary

Performance
Indicators/Targets

Monitoring Mechanisms

Assumptions

Output

A. Irrigated Agriculture
Development for FMIS

1. Participatory Planning and
Beneficiary Mobilization

(i) Participatory strategy formula-
tion, screening, identification,
and preparation of SIPs through
feasibility studies

(i) Viable WUA strengthened to
become effective community
organization ready to receive
investment support and to
enhance agriculture production

Irrigated agriculture develop-
ment strategy is formulated in
each of the 35 districts.

210 subprojects are
appraised, with concrete SIP
with WUA endorsement.

210 WUAs strengthened, with

achievement of targets:

- Over 80% farmers enrolled

- Officially registered, with
gender-responsive rules

- O&M improved as per SIP.

210 implementation MOAs

signed.

33% women'’s representation.

e Project progress and
completion reports
Consultants’ reports
Field monitoring report
ADB review missions
GLE progress reports

(Same as above)
e WUA constitution and
its rules

Participatory process is
duly followed by all.
Monitoring and quality
support are effective.
Beneficiaries support
collective action.

(Same as above)

2. Irrigation and Associated
Infrastructure

Good quality infrastructure

designed and constructed,

conforming to district strategy and

SIP

WUAs endorses detailed
designs in 210 subprojects.
RPs are implemented.

WUA completed beneficiary
contribution.

Irrigation and associated
infrastructure are completed,
with WUA monitoring.

(Same as above)

Participatory process is
duly followed by all.
Monitoring and quality
support are effective.
WUAs comply with the
beneficiary contribution
requirements.

3. Agriculture Development and
Livelihood Enhancement

(i) Agriculture extension and
livelihood enhancement support
services provided as specified in
SIPs and targets set up therein
achieved

(i) Demonstration of innovative
small-scale irrigation provided
focusing on the poor
communities

210 WUAs achieve specific
SIP targets in cropping
pattern and intensity, inputs
and yield levels.

WUASs continue extension
with trained members and
seed money generated.
Targets for livelihood
enhancement as set out in
210 SIPs are achieved, in
terms of program delivery and

income levels of beneficiaries.

20% subprojects successfully
brought MFI NGO to start
microcredit activities.

At least 35% women
participate in programs.

Facilities are provided target-
ing about 1,000 ha of land
with 50,000 poor families.
Income level of beneficiaries
increases by over 100%.

(Same as above)

(Same as above)

Project institutions
appreciate the value of
participatory approach.
Effective monitoring and
quality support.

WUA member
willingness to adopt
improved cropping
practices.

(Same as above)

4. Support for Sustainable O&M
Systems become operational

WUASs prepare and imple-
ment effective O&M plans.
WUASs increase emergency
maintenance fund as per SIP
specification.

(Same as above)
e DOI database for
completed schemes

Logistical support
provided by the Gov-
ernment to operate
regular audit mech-
anisms is sufficient.

Continued on next page




Design Summary

Performance
Indicators/Targets

Monitoring Mechanisms

Assumptions

Completed FMIS database
set up and regularly updated.
Gender/ethnicity/caste
disaggregated MIS linked
from field to center.

Regular WUA audit system
made functional within DOI.
Schemes suffered from major
damages rehabilitated.

DOl regular budget for
rehabilitation established.

Project staff are willing
to monitor the
completed schemes.

B. Institutional Strengthening
and Project Management

1. Support for National-Level
Institutional Strengthening

(i) Advisory support provided to
agriculture sector programs

(i) Advisory support provided to

promote water resources sector

reforms

(iif) Advisory support provided to

promote irrigation policy, plan,
and institutional strengthening

Review and advice are
provided on initiatives
supported under 2nd ASPL.

IWRM policy, NWP, and
IWRM institutions are
finalized following the advice
provided.

Irrigation policy and long-term
investment plan are updated.
DOl institutional vision and
strategy are finalized and
implemented.

Action plan for improved
human resource management
is implemented.

Budgetary and financial
management is improved.
Internal quality control system
is reviewed and improved.
External technical audit
system is operated.

Project progress and
completion reports
Consultants’ reports
ADB review missions

(Same as above)

(Same as above)

Political and institution-
al support is sufficient.
Recruitment of
consultants is timely.

(Same as above)

(Same as above)

2. Operation of Improved FMIS

Intervention Mechanisms
Effective operation of project
institutions to provide necessary

services with improved procedures

and arrangements, including
- Central line agencies
- LGIs (DDCs, VDCs)
- WUAs
- Private firms and agents
- NGOs and COs

Improved FMIS guidelines
and manuals are operated.
Accountability measures for
project institutions (regular
SMU-WUA meetings, sub-
project monitoring by WUAs,
etc.) are operating.

WUA management committee
represents social and gender
mix and is operational, and
exercising responsibilities.

Detailed operational
procedures and
arrangements
Project progress and
completion reports
Consultants’ reports
ADB review missions
WUA record books
GLE progress reports

Project institutions are
supportive.

Sufficient counterpart
fund is provided.
Stakeholders are willing
to participate.
Recruitment of
consultants and other
organizations is timely.

3. Training

Capacities of project institutions,
stakeholders, and their
representatives strengthened
through training

CDP is prepared and
effectively implemented.
Project institutions are fully
operational through effective
project management support.

(Same as above)
CDP
CDP implementation
report (by consultants)

Effective training is
provided.

Capacities developed
are retained.
Recruitment of
consultants and other

Continued on next page
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Design Summary

Performance
Indicators/Targets

Monitoring Mechanisms

Assumptions

organizations is timely.

Activities/Inputs

Schedule and Input Resources

A. By Government

(i) Implement actions for policy and
institutional strengthening

(ii) Operate project institutions and
implement the Project with
external support organizations

(iii) Strengthen project institutions
with consultants

2006-2011

Impart training with NGOs and
private firms: $1.16 million
Research: $0.28 million
Incremental staff, operating,
and other implementation
expenses: $2.03 million
Mobilize of counterpart fund.

e DOI and DOA annual

reports

e Project progress and

completion reports

e Consultants’ reports
o ADB review missions

Borrower complies with
loan covenants.
Capacity development is
sufficient.

Decisions are timely.
Other line departments
cooperate.

B. By Consultants

Capacity development and project

management, including

(i)  Support for operation of FMIS
intervention system

(i)  Support for institutional
development activities, and

(i) Capacity development and
organizing training

2006-2011

55 person-months of inter-
national and 519 person-
months of domestic
consultants: $3.30 million

e Project progress and

completion reports

e Consultants’ reports
e ADB review missions

Personnel are strong,
capable, and efficient.
Design and supervision
are efficient.

Relations with project
institutions are effective.

C. By Support Organizations
1. NGO/ CO/ Private firms

(i)  Support for COs

(i) Preparing FMIS inventories
(iii)  District/basin strategies

(iv) Feasibility studies and SIPs
(v) Undertaking RPs and IEEs
(vi) Facilitate WUA strengthening
(vii) Detailed design activities
(viii) Monitoring of subproject
(ix) Training

2. Contractors and Suppliers
(i)  Construction works

(i)  Equipment and supply

2006-2011
¢ WUA Social mobilization and

training: $0.35 million
Training and capability
building: $1.15 million
Survey and investigation:
$2.16 million

Monitoring and Evaluation:
$0.76 million

Civil Works: $20.79 million
Equipment and supply: $1.98
million

(Same as above)

(Same as above)

D. By WUA

(i) Participation in information
campaign, survey, feasibility
studies, and SIP preparation

(i)  Participation in design and
construction monitoring

(i) Mobilization of resources for
capital cost contribution

(iv) Implementation of earth works

(v) Irrigation facility O&M

(2006-2011)

e Earth works: $3.67 million

¢ Regular O&M: ($1.90 million)
e Local resource mobilization for

capital cost contribution:
($2.19 million)

(Same as above)

(Same as above)

Project Cost

e Interest during construction

Total

$0.95 million
$38.57 million

ADB = Asian Development Bank, ASPL = Agriculture Sector Program Loan, BME = benefit monitoring and evaluation, CDP = capacity
development plan, CO = community organizer, DDC = district development committee, DOA = Department of Agriculture, DOI =
Department of Irrigation, FMIS = farmer-managed irrigation system, GLE = gender and livelihood enhancement; ha = hectare, HDI =
human development index, IEE = initial environmental examination, IWRM = integrated water resources management, LGI = local
governance institution, MFI = microfinance institution, MIS = management information system, MOA = memorandum of agreement;
NGO = nongovernment organization, NWP = national water plan, RP = resettlement plan, SIP = subproject implementation plan, SMU
= subproject management unit, t = ton, VDC = village development committee, WUA = water user association




l. PROJECT DESCRIPTION
A. Introduction

1. This Project Administration Memorandum (PAM) was prepared by the Asian
Development Bank to assist the Government in the implementation of the Community-Managed
Irrigated Agriculture Sector Project, for which ADB’s Board of Directors approved a Loan of SDR
13.615 million. This PAM is based on:

i. the loan agreement signed by the Government and ADB on 23 December
2005, Letter of Administration between OPEC Fund and ADB which is based
on the Loan Agreement No. 1060P between the Government of Nepal and
the OPEC Fund for International Development dated 21 December 2005
(Appendix 21).

ii. The Report and Recommendation of the President to the Board of Directors
on a Proposed loan to Nepal for the Community-Managed Irrigated
Agriculture Sector Project dated 27 October 2004.

ili. ADB'’s relevant guidelines

2. In case the provisions in this PAM differ from those of the above-mentioned documents,
the provision in the loan agreement, relevant guidelines and the Report and Recommendation
of the President will prevail over the PAM in their respective order.

B. Project Area and Location

3. The project area includes rural areas of Central and Eastern Development regions
(Bagmati, Narayani, Janakpur, Sagarmatha, Koshi and Mechi).

C. Objective

4. The overall goal of the Project is to promote inclusive economic growth while reducing
poverty in the rural areas of Central and Eastern Development regions.* Its specific objective is
to improve agriculture productivity and sustainability of existing small and medium-size FMIS
suffering from low productivity and high poverty incidence, and thus enhance the livelihood of
poor men and women including ethnic minorities and dalit. To achieve the objective, the Project
will (i) provide improved means for WUA empowerment, irrigation facilities, agriculture
extension, and targeted livelihood enhancement to build the human capital of the poor including
women and traditionally neglected disadvantaged groups; and (ii) strengthen policies, plans,
and institutions for more responsive service delivery and sustained impacts.

D. Project Components
1. Participatory Irrigated Agriculture Development for FMIS
5. This component will support participatory development of FMIS subprojects through a

process approach. It has four subcomponents: (i) participatory planning and beneficiary

! Poverty incidence is lower in the Central and Eastern Development regions due to higher urbanization, but tracts of
concentrated poverty are widely found in their rural areas in particular those with low agriculture productivity.



mobilization, (i) community-based irrigation and associated infrastructure, (iii) agriculture
development and livelihood enhancement, and (iv) support for sustainable O&M. To ensure
effective process management, each subproject will have distinct output targets at each stage of
the implementation cycle, which are set as benchmarks for the next stage. The number of
subprojects in each district will be managed following the performance of the district-level
institutions.

a. Participatory Planning and Beneficiary Mobilization

6. Participatory Subproject Identification and Planning. The Project will support
identification of viable subprojects and participatory preparation of comprehensive subproject
implementation plans (SIPs). Activities include (i) formulation of district irrigated agriculture
development strategies, (ii) information campaign, (iii) subproject screening, and (iv) SIP
preparation with feasibility studies. At the outset, the Project will prepare an irrigated agriculture
development strategy for each district that maps out marketing opportunities, water availability,
and poverty conditions. The Project will also organize information campaigns through DDCs, to
which interested WUAs will submit requests that are then screened in light of the district
strategy, field assessments, and consultation with farmers including downstream users. Those
in areas of high poverty incidence, high proportion of ethnic minority and dalit population, long-
term self-sustaining O&M records, and high marketing potentials will be prioritized. Finally, a
multidisciplinary feasibility study will be carried out for the selected subprojects to prepare a
comprehensive SIP, which will stipulate specific actions, programs, and input and output targets
for WUA strengthening, irrigation infrastructure, agricultural development, and livelihood
enhancement for the poor and disadvantaged groups.

7. Mobilization of Water User Association Beneficiaries. The Project will empower
WUAs to manage activities at the preconstruction, construction, and postconstruction stages.
WUAs will play effective organizational, operational, resource mobilization, and networking
functions to facilitate input delivery and output marketing with a collective bargaining power. The
Project will initially help WUAs participate in preparing and endorsing the draft SIP. Then, the
Project will support the WUAs to implement the institutional strengthening plan they developed
and included in the SIP, including (i) enrolling members and mobilizing functional men and
women groups, (ii) registering, with the formation of executive committees and operational rules,
and (iii) implementing routine O&M and minor improvement works. The Project will facilitate the
process by recruiting community organizers (COs) locally. NGOs will be engaged to train COs.?
At least 33% women participants are targeted for all activities, and ethnic minority and dalit will
be represented in proportion to their number among the subproject beneficiaries.

b. Irrigation and Associated Infrastructure

8. After a WUA achieves the institutional development targets, the Project will support the
participatory detailed design and construction of infrastructure such as diversion structures,
cross-drainage works, improved and extended canal systems, and flood protection facilities to
be operated by the WUA. The detailed design will be prepared in consultation with the WUA and
endorsed by it before finalization. Existing design standards will be revised to promote low-cost
and simple structures following domestic and international experience. The WUA will then
provide beneficiary contribution, mostly in the form of labor. During the process, the Project will

2 The Project will also engage the National Federation of Irrigation Water User Associations Nepal (NFIWUAN) and
its chapter organizations in districts where they have sufficient resource base.



support preparation and implementation of the resettlement plans. Completion of these activities
will serve as a benchmark to initiate the procurement process to implement civil works.

0. Local contractors will be engaged to construct key structures, while simpler structures
and earthwork will be implemented by WUAs with the support of DOI technicians. For intensive
construction supervision, supervisors will be fielded on a full-time basis. The WUA will also be
trained and engaged in monitoring and final confirmation of civil works done by contractors.
Internal and external technical audit will be arranged to monitor full compliance with the contract
and support construction quality management.

C. Agriculture Development Support and Livelihood Enhancement

10. This subcomponent will focus on improving farmer skills in crop productivity through self-
sustaining and self-reliant farmer groups, and developing WUA capacities to support this end.
Its outputs will be monitored against the SIP targets for production, improved market access for
agricultural produce, and incomes at subproject level.® Agriculture development will take into
account the comparative labor productivity and the risk dimensions, main factors in farmer
decisions in agricultural investment. The activities will include the following, and the WUA wiill
monitor and confirm delivered services in light of the SIP specification.

11. Agriculture Extension and Support. The Project will support agricultural extension
services in the subproject area to promote adoption of high-yielding and improved varieties of
crops and their diversification. The support will be provided by designated Government
agriculture extension and irrigation staff, and private sector or NGOs engaged. Activities will
include (i) field demonstration and training through a farmer field school approach covering on-
farm water management, integrated pest management, and cropping calendar management; (ii)
farmer tour to most successful FMIS; (iii) training workshops; and (iv) practical research done by
Nepal Agriculture and Research Council (NARC). As part of the field demonstration, the Project
will also support seed multiplication by delivering foundation seeds and technical support.
WUAs will sustain extension activities by operating the cost recovery norms for the
demonstration inputs that will be repaid by the concerned farmers to the WUA as seed money,
and establishing in-house extensionists within the WUA through training.* WUAs’ technical and
managerial capacities will also be strengthened to facilitate improved farmer access to
agriculture inputs and other services collectively to reach better deals with providers and
enhance their accountability to clients.

12. Livelihood Enhancement. To enhance development impacts for the poor, the Project
will provide support targeting vulnerable groups including women, the landless, and dalit, to
assist their specified livelihood activities such as vegetable gardening. Where appropriate, it will
also help establish linkage between these vulnerable WUA member groups and available
microcredit resources such as the Rural Microfinance Development Center and its network of
MFIs to promote group savings and deliver microcredit. Qualified MFIs will be engaged for this
purpose. The Project will also support the delivery of technical services available at district level,
including training for income generation such as rice cum fish culture, crop processing, livestock

This component will be complemented by the proposed Commercial Agriculture Development Project in the eastern
regions, programmed in 2005. Specific synergy will be laid out in the SIP, along with the arrangements for
delivering non-Project supported inputs and services such as fertilizer, pesticides, improved seeds, etc.

Extension will be provided through WUA field channel groups, with demonstration plots selected from among
marginal farmers. From each group two members, a man and a woman, will be selected to be group leaders and
will be trained to serve as local extensionists. Groups will have at least 35% women, following the policy of the
Ministry of Agriculture and Cooperatives on women'’s representation and participation.



raising, and cottage industries. Specific programs will be set out in the SIP with the poor groups
while seeking synergy with ongoing development programs on microfinance, livestock, skills
development, commercial agriculture, and rural livelihoods in the district, including those
assisted by ADB and other sources.

13. Minor Irrigation for the Poorest. The Project will demonstrate innovative minor or
micro irrigation systems, such as sprinkler and drip irrigation based on water harvesting,
promoting collective efforts by the poorest people, particularly ethnic minorities and dalit. This
activity will be implemented as action research. With the engagement of NGOs, the Project will
support (i) assessment of available experience, (ii) design of appropriate types of intervention
packages, (iii) identification of activity areas, (iv) preparation of a participatory plan including a
feasibility study, and (v) pilot implementation through resource mobilization by groups.

d. Support for Sustainable O&M of FMIS

14. Selecting FMIS with long-term records of self-managed O&M (para. 6) is a proven way
to ensure the sustainability of renovated FMIS in past projects, to which the pursuit of lower cost
and simple structures (para. 8) will further contribute. On top of these, the Project will operate a
monitoring and support system for sustainable subproject O&M and also for those completed in
previous projects. For new subprojects, on-the-job training will be provided to prepare and
implement O&M and resource mobilization plans for WUA. In addition to undertaking routine
O&M, WUAs will establish and increase, as conditions for subproject selection and
implementation, an emergency reserve fund to be used for nonrecurrent maintenance. For
subprojects completed in previous projects, a database will be set up through stocktaking on
their performance and impact indicators. Starting in the year 3, the Project will support the
rehabilitation of a limited number of completed schemes that have been damaged by excessive
natural disasters, following a separate appraisal procedure to be agreed upon with ADB. The
share of ADB funding will be phased out each year toward project completion, after which the
Government will provide a regular budget to support such subprojects.

2. Institutional Strengthening and Project Management

15. This component comprises (i) support for national-level institutional strengthening; (ii)
project management, monitoring, and quality control for FMIS renovation; and (iii) training of
project personnel and stakeholders. Consulting services will be provided for these purposes
along with the necessary hardware and software.

a. Support for National-Level Institutional Strengthening

16. The Project will monitor and advise on the ongoing reforms in the agriculture and water
resources sectors while supporting practical institutional actions to improve the delivery of FMIS
operations. Activities monitored and supported are shown in the policy dialogue matrix
(Appendix 1). For DOI, specific outputs will be improved sector governance measured by (i)
further improved irrigation policy and FMIS investment plan following the project experience; (ii)
an institutional development strategy with gender-responsive perspectives; (iii) improved staff
capacity development programs and management rules; (iv) improved management systems
including FMIS planning, design, implementation, quality control, and monitoring; and (v)
progress in devolving irrigation operations to LGIs. While the activities to produce these outputs
are implemented by the Government with formation of specific working groups, the Project will
provide consulting services to support the processes.



b. FMIS Project Management, Monitoring, and Quality Control

17. The Project will operate participatory project management, monitoring, and quality
control systems to ensure the subproject output quality. Activities will be managed through a
central project management office (CPMO), regional project support units (RPSUs), and district-
level subproject management units (SMUs). As measures for subproject-level participatory
decision making and monitoring, the Project will support (i) regular SMU-WUA meetings to
jointly review progress and make subproject decisions, (ii) fielding of mobile teams from RPSUs
to verify key subproject outputs, and (iii) regular RPSU-SMU managerial review meetings.
Consultancy inputs will be provided to assist the effective operation of the mechanisms through
on-the-job training and learning. The performance of delivery mechanisms for FMIS renovation
and other support services is also regularly monitored and evaluated against the set indicators,
for continuous modification and improvement during the project implementation period.

18. The Project will also support external technical auditing of FMIS renovation assisted
under the Project, which is undertaken by National Vigilance Center (NVC) in liaison with the
separate technical assistance to establish and operate technical auditing in the rural
infrastructure sector”. The CPMO will also regularly monitor and update the lessons learned
(Appendix 2) for this purpose.

C. Training

19. The Project will provide training for institutional strengthening in various public and
private institutions involved in the project activities, including training for operating staff as well
as for institutions and trainers to impart relevant training activities.® Such training will enhance
skills for managing participatory, socially inclusive FMIS development; WUA mobilization;
resettlement; environmental management; improved design and construction management;
agriculture and social development; and quality control. The consultant team will improve the
existing capacity development plans of DOI while addressing issues of gender inequality and
enabling women to effectively articulate their needs, and will arrange for and supervise training.

E. Special Features

20. The Project has several features to enhance irrigated agriculture development and
poverty reduction through policy and institutional reforms, and strengthening participatory
service delivery with enhanced quality control mechanisms:

0] The Project will put into operation key principles of the 2002 NWRS and the 2003
Irrigation Policy, in particular participatory and sustainable irrigation effectively
integrated with agriculture programs that have an enhanced pro-poor focus, and
promote due representation of women and other vulnerable people in WUAs and
delivery of targeted support to them. The Project will be implemented with specific
institutional reform actions owned by DOI to fully implement those principles, by
pursuing improvement in staff resources, skills, and management capacities.

(i) The Project will promote irrigated agriculture development by preparing district-level
strategies and subproject-level comprehensive agriculture development plans to
address local production and marketing constraints, to be implemented with

® ADB. 2003. Technical Assistance to the Kingdom of Nepal for Strengthening Project Implementation and Quality

Assurance. Manila.
® For this purpose, the Project will support development of training programs provided through the designated
institutions, e.g., concerned divisions of DOI and DOA, Nepal Staff College, and Nepal Engineering College.
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21.

monitorable targets. The Project will also establish self-sustaining extension
mechanisms within WUAs by developing in-house extensionists, and applying cost
recovery norms in extension programs to carry on generations of demonstrations.

The Project will improve quality control mechanisms. lIts internal quality control
system will ensure that when subprojects are implemented, there will be progressive
achievement of the predefined targets at each step, and in line with the absorptive
capacity of the local institutions. The system's operation is further scrutinized through
regular external technical auditing by NVC.

The Project will empower WUAS to progressively take on implementation roles while
transforming the line agency roles to facilitation and technical support. WUAs are
entrusted to endorse key subproject decisions, monitor the delivered service quality,
and implement the increasing number of civil works within their enhanced capacity.
WUASs are further trained to facilitate farmer communication with service providers, to
reach better deals collectively, and to improve provider accountability.

Il COST ESTIMATES AND FINANCING PLAN

Project Cost

The total project cost is estimated at about $38.6 million equivalent, of which $12.8

million (33%) represents the foreign exchange cost and $25.8 million equivalent (67%) the local
currency cost (Table 1), including taxes and duties of $5.5 million.

Table 1. Cost Estimates 2

($ million)
Project Components Foreign Local Total
Exchange Currency
A BASE COST
1. Participatory Irrigated Agriculture Development
a. Participatory Planning and Beneficiary Mobilization 0.6 2.7 3.3
b. Irrigation and Associated Infrastructure 8.7 14.3 23.0
c. Agriculture and Livelihood Enhancement 0.5 2.5 3.0
d. Support for Sustainable O&M 0.1 0.6 0.7
2- INSTITUTIONAL STRENGTHENING AND PROJECT 1.2 2.8 4.0
MANAGEMENT
Subtotal (A) 11.0 23.0 34.0
B. Contingencies
1. PHYSICAL © 0.1 0.4 0.4
2. Price® 0.7 2.5 3.2
Subtotal (B) 0.8 2.9 3.6
C. Interest Charge 1.0 0.0 1.05
Total 12.8 25.8 38.6
PERCENT 33 67 100

a
b
c

Figures may not add up to total due to rounding.
5% of base cost except for construction and consulting services.
1.4-2.5% for foreign exchange; and 2.5% for local currency.

Source: ADB estimates.



B. Financing Plan

22. ADB will provide a loan equivalent to $20.0 million from its Special Funds resources to
finance about 52% of the total project cost. The ADB loan will finance $8.4 million equivalent
(66%) of the foreign exchange cost including interest charge and $11.6 million equivalent (45%)
of the local currency cost. The OPEC Fund will finance about 18% of the Project cost. The ADB
and OPEC Fund will jointly finance the irrigation and associated infrastructure subcomponent,
and the latter will finance $4.1 million (32%) of the foreign exchange cost and $2.9 million
equivalent (11%) of the local cost. The Government will provide $9.4 million equivalent to cover
about 24% of the total project cost, comprising $0.3 million equivalent (2%) of the foreign
exchange cost to cover the interest charge for the OPEC Fund loan and $9.1 million equivalent
(35%) for project staff, taxes and duties, and part of the construction. The beneficiary farmers
will contribute $2.2 million equivalent (6% of the project cost) in the form of labor, cash or in
kind. The financing plan is in Table 2. Component and expenditure-wise cost estimates and
financing plan are shown in Appendix 3 whereas their details are in Attachment 1.

Table 2. Financing Plan

(% million)

Source of Foreign Local Total Cost Percent
Financing Exchange Currency
Asian Development Bank 8.4 11.6 20.0 52%
OPEC Fund 4.1 2.9 7.0 18%
Government 0.3 9.1 9.4 24%
Beneficiaries ® 0.0 2.2 2.2 6%

Total 12.8 25.8 38.6 100%

OPEC Fund = Organization of Petroleum Exporting Countries Fund for International Development.

& Corresponding to 3% and 10% of the cost of diversion and other structures, respectively, for FMIS renovation,
and 20% of the cost rehabilitating the damaged schemes.

Source: ADB estimates.

C. Allocation of Proceeds

23. The proceeds of the loan shall be used to finance eligible Project expenditures. All
goods and services to be financed out of the loan proceeds shall be procured in accordance
with Loan Agreement and shall be used exclusively in the carrying out of the Project. ADB may
refuse to finance a contract where goods or services have not been procured under procedures
in accordance with those agreed between the Government and ADB, or where the terms and
conditions of the contract are not satisfactory to ADB. Loan allocation and withdrawal
percentages to be applied when withdrawing from the loan proceeds are in Appendix 4. The
closing date for withdrawals from the loan account will be on 30 September 2012.

D. Utilization of Surplus Funds

24, Surplus loan proceeds not required to finance increased costs of other project
components are normally canceled from the loan amount after advising the borrower and
executing agency. Surplus proceeds are usually identified by project review, midterm review,
and country portfolio review missions. Prompt cancellation of the surplus loan proceeds reduces
the commitment fees paid by the Borrower. Canceling surplus proceeds of Asian Development
Fund (ADF) loans enable these amounts to revert to the limited ADF resources for lending to
other projects. After the award of most major contracts, missions review the cost estimates to
determine the surplus.



25. Surplus loan proceeds may be needed to complete a project or finance additional goods
or services required under the project. Attainment of the project’s immediate objectives is the
main consideration in determining whether to cancel or use surplus loan proceeds.

26. Occasionally, surplus loan proceeds from a project are needed to finance another
ongoing or new project. Surplus proceeds from several ongoing loans can also be used to
finance the import of urgently needed commodities or to finance the local currency costs of
other ongoing projects. As Article 14 (xi) of ADB’s Charter provides that loan proceeds are to be
used only for the purposes for which the loan is approved, Board approval must be sought
through a brief Board paper on a no-objection basis to use surplus loan proceeds for another
project.

27. Utilizing surplus proceeds results in the surplus being reallocated.
[l IMPLEMENTATION ARRANGEMENTS
A. Executing and Implementing Agency

28. Central Project Management Office (CPMO). The Ministry of Water Resources
(MOWR) will be the Executing Agency, and will delegate the executing authority to DOI. Within
this framework, the Ministry of Agriculture and Cooperatives (MOAC)’ will implement the
agriculture component through its delegated authority to DOA, DDCs, and NARC. Project
management will be integrated into the regular setup of those organizations. The CPMO is set
up under the director general (DG) of DOI. A qualified class | senior engineer having
multidisciplinary experience and skills will head the CPMO as project director, with staff
assigned from DOI, DOA, Water and Energy Commission Secretariat (WECS), and Department
of Local Infrastructure Development and Agriculture Roads (DOLIDAR).2 The CPMO is
responsible for facilitating technical backstopping and other functions of the central setup while
managing project implementation. Activities facilitated include (i) endorsing district strategies,
SIP, and detailed design; (i) managing databases such as the FMIS inventory; (iii) imparting
national-level training; (iv) managing environmental issues; and (v) implementing relevant policy
and institutional actions. For project management, the CPMO will (i) manage an overall
implementation plan, annual work plans, and budgets; (i) maintain financial accounts; (iii)
prepare periodic progress reports; (iv) monitor and support field operations; and (v) supervise
cross-cutting issues including gender, indigenous peoples, and resettlement. Outside the
CPMO, NVC will undertake external technical auditing of the project works. The organization
chart is shown in Appendix 5.

29. Project Steering Committee. To provide overall policy guidance and undertake
necessary coordination, a project steering committee (PSC) will be formed.® The secretary of
MOWR will chair the PSC, which will meet at least once a year, with the project director as
member secretary. The project appraisal committee (PAC) will be set up to approve individual
SIPs. The DG of DOI will chair the PAC, with the director of Agriculture Extension in DOA, all
deputy DGs in DOI as members, the team leader of the ISPM consultants as adviser, and the

" A small project implementation unit comprising 2 class 3 officer, computer operator, assistant accountant and
driver will be established to implement DOA activities.

% Including a full-time class Il DOI engineer; a class Il DOA extension specialist; five class Ill DOI officers assigned
for planning, design, irrigation management, environment, and land issues, among others.

® The PSC will include MOAC; Ministry of Finance; Ministry of Local Development; Ministry of Women, Children, and
Social Welfare; MOWR, National Planning Commission; WECS; NARC; and the relevant departments including
Department of Hydrology and Meteorology. ADB staff and ISPM consultants will be invited as observers.



project director as secretary. In addition, a stakeholder group will be established to coordinate
and exchange information on sector reforms and programs supported by external funds. The
group will be chaired by the DG of DOI and include members of the PSC, external funding
agencies, National Federation of Irrigation Water Users Associations, Nepal (NFIWUAN), and
relevant research organizations.

30. Regional Project Support Unit. At the regional level, the RPSU will be placed in each
Regional Irrigation Directorates (RID) of DOI, with assigned staff from RID and Regional
Directorate of Agriculture (RDA). The director of RID will head RPSU as project manager for the
concerned region. The RPSU will be responsible for (i) managing individual subproject
implementation, annual work plans and budgets with reporting from the SMU on cost estimates,
tenders, and contract variations; (ii) controlling subproject quality through monitoring, support,
and verifying implementation by fielding mobile RPSU teams comprising its staff and ISPM
consultants (and staff assigned from DOI offices, private service providers, and NGOs as
needed to supplement human resources); (iii) supervising resettlement and environmental
management with ISPM consultants; and (iv) recruiting private firms and NGOs for preparing
SIP and undertaking resettlement and social mobilization activities, while liaising with the CPMO
for their respective activities.

31. Subproject Management Office. For day-to-day subproject implementation, an SMU
will be established in each district. The chief of the concerned irrigation development division or
subdivision (IDD/IDSD) will head the SMU as subproject manager of the district. For districts
where no IDD/IDSD exists, another IDD/IDSD staff member will be assigned as deputy
subproject manager and work full-time for the SMU. The SMU will also be supported by an
agriculture development officer in the District Agriculture Development Office (DADO), a
managerial representative from DDC, and other departments relevant to the activities included
in the SIP. The SMU will undertake all the field activities of the Project from subproject
identification to monitoring of completed schemes, by mobilizing and supervising the staff of the
concerned public and externally contracted agents including private service providers, NGOs,
and contractors. They will also organize regular SMU-WUA meetings for joint decision making
and monitoring of project activities.™*

B. Subproject Selection and Implementation

32. Subproject selection criteria are given in Appendix 6. The key criteria are a high
proportion of smallholder-operated land, self-sustaining O&M records, enrollment by the
majority of farmers, economic viability, and minimal negative environmental and social impacts.
Priority is given to areas of high poverty incidence. Implementation procedures are in Appendix
7, and details are in Appendix 8. They follow the steps for (i) identification, screening, feasibility
study, and SIP preparation by SMU for PAC approval;*? (ii) WUA institutional development and
signing of implementation agreement after WUA achieves the set targets; (iii) WUA beneficiary
contribution and construction works managed by SMU and certified by the RPSU; (iv)
agriculture and livelihood support arranged by the SMU; (v) postconstruction O&M training
arranged by the SMU and program completion confirmed by WUA; and (vi) postcompletion
monitoring by WUA and the SMU. NGOs, COs, and private service providers will be engaged to

1 Three mobile teams will be formed in each RPSU: two for planning, WUA strengthening, and other support
services, and one for implementing civil works.

™ An administrative and accounting person will also be assigned to the SMU to keep track of all project activities and
expenditures by all agencies on a weekly basis, which will be used as a basis for reimbursing the expenditures.

12 Initially, SIPs will be submitted to ADB for approval. Once it has been established that SIPs have achieved the
desired level of quality, they will be retained in the CPMO for use by ADB during review missions.
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support the process. For an initial period to be agreed between the Government and ADB, each
SIP and feasibility study report, including initial environmental examination (IEE), will have to be
submitted to ADB for approval. After such an initial period and once it has been established that
they have achieved the desire level of quality, the feasibility studies will be made available for
review of ADB as and when requested.

33. During the process of identifying, planning, appraising and implementing subprojects
including their sustainable O&M monitoring and support, the CPMO will have to ensure
economic feasibility, environmental and social safeguards, and gender and social development,
which are stipulated.

34. Economic and Financial Analyses. During the feasibility study stage, economic and
financial analysis will be carried out for individual subprojects to evaluate the financial and
economic returns on subproject investments, including the impacts on household incomes,
affordability of farmer beneficiaries to sustain O&M, internal rate of return, and its sensitivity to
critical risk factors. Following the standard procedures of economic analysis reflected in the
RRP, the analysis will clearly specify estimated benefits with accurate pre-project and realistic
post-project cropping patterns, input use, and output production justifiable to the improved water
availability brought about by the subproject investments and to the local marketing conditions.
The sample economic and financial analysis undertaken during the preparation process of the
Project is provided in Attachment 2, which will be followed for the preparation of other
subprojects to be identified during the Project.

35. Environmental Safeguards. The Government will ensure that adequate environmental
mitigation measures are incorporated into all subproject design, construction, operation,
maintenance and monitoring arrangements in accordance with (i) the environmental laws and
regulations of the Government, (ii) the Environmental Policy of the ADB (2002), and (iii)
subproject specific environmental assessment and review procedures (EARP), which is shown
in Appendix 9. (Sample IEEs undertaken during the project preparation are shown in
Attachment 3.) The CPMO must ensure that each subproject feasibility study report includes an
IEE, and mitigate any negative impacts following the environmental management plan stipulated
in EARP. When an IEE requires preparation of a full EIA, such EIA will be endorsed by DOI and
submitted to ADB for concurrence before subproject approval. The CPMO must also ensure that
no subproject is approved in the absence of such concurrence by ADB.

36. Land Acquisition and Resettlement. In the event that land acquisition and/or
involuntary resettlement are required for any subproject, then the Government must ensure that
such land acquisition and/or involuntary resettlement are implemented in accordance with (i) the
Government’s applicable laws and regulations, (ii) ADB’s Policy on Involuntary Resettlement
(1995), and (iii) the resettlement framework prepared (Appendix 10) for the Project and the
sample resettlement plans agreed between the Government and ADB (Attachment 4). In the
Project, the RF will be followed, and the affected persons will be entitled to compensation for
land taken for the purpose of the project interventions, for their lost assets; and incomes at
replacement cost to improve or at least restore their pre-project living standards, income levels,
and productive capacity. Existing social practices, however, show landowners voluntarily
contributing the canal land in FMIS construction in recognition of benefits such as priority
access to irrigation water and increased land price, against the insignificant impacts. Voluntary
contribution may therefore be considered an acceptable option when agreed to by the
concerned persons and confirmed by a third party. The Government will also ensure that no
subproject is approved unless the required resettlement plan has been submitted to and
endorsed by the DOI and ADB.
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37. Indigenous Peoples. Should issues related to indigenous peoples be identified during
Project implementation and subproject preparation, the Government will ensure that (i) ADB’s
Policy on Indigenous People (1998) is closely followed, and (ii) the measures indicated in the
the sample indigenous people’s specific action Plan (Attachment 5), prepared for the Project, is
integrated in the SIPs.

38. Participatory Process, Gender Strategy and Action Plan. In irrigation systems,
access to water is closely related to the social context and power structures. Differential access
reflects existing social relationships, in terms of caste or ethnicity and gender. While physical
FMIS improvements give an opportunity to establish equal rights to irrigation water use through
collective works, this has not received due attention. In addition, poverty has forced male
migration and created new challenges in the distribution of water use rights. The Project will
promote new approaches to more equitable resource distribution and modification of gender
relations. They include (i) policy measures to equalize opportunities and access to irrigation; (ii)
increase in WUA capacity to promote good governance such as representation, participatory
decision making, and equitable benefit distribution; (iii) specific actions and programs that target
women and disadvantaged groups; and (iv) compliance with social safeguard measures before
initiating any construction work.

39. Since women make up the bulk of farm labor with a decision-making role in family
agriculture activities, the role of women in WUAs will be enhanced to maximize irrigation
benefits. The Project will focus on complementarity and reciprocity between men and women,
identifying barriers that may negatively affect women’s ability to interact as equal partners. In
line with the 2003 Irrigation Policy, the Project will (i) promote at least 33% women’s
participation in WUAs; (ii) assist DOI, DOA, and DDC to implement a gender action plan; (iii)
require all training activities to have a session on gender issues; (iv) strengthen linkages with
the Department of Women’s Development and DADO for WUA training; (v) facilitate gender
mainstreaming activities by establishing gender focal points; (vi) require all data to be gender-
disaggregated; and (vii) request NGOs to have 50% women field staff. Appendix 11 gives the
summary participatory process and gender strategy, and Appendix 12, the gender action plan.

C. Other Project Management Arrangements

40. Support for Devolution of FMIS Development Operations. The LSGA envisages the
devolution of FMIS interventions to LGIs. The new 2003 Irrigation Policy has acknowledged that
development works for small FMIS will be the responsibility of LGIs.** However, necessary
human resources and capacities in DDCs and its district technical offices (DTOs) are still in a
formative stage,** and DTOs still cannot meet the procedural and output requirements of the
Project. New roles and relationships between DOI and DDC/DTO are also required for quality
control, technical backstopping, and capacity development. As a step to promote the devolution
process, the DDCs with small feasible FMIS will be responsible for implementing those under
the Project, once the necessary irrigation implementation team can be formed. The Team will
comprise a class Il or Ill engineer and overseers in the DTO irrigation section, who may be
assigned by IDD/IDSD from their staff, with DDC concurrence, along with an account officer and
a social mobilizer. Implementation will be supervised by the SMU subproject manager. The
concerned DDCs will enter into a project agreement with MOWR to delineate specific

13 Most of FMIS taken up under the SISP were medium-scale, i.e., more than 25 ha in the hills and 200 ha in the terai.
“pTO, responsible for rural roads, water supply, and other infrastructure, has up to 10 staff positions in each district.
Existing staffs are mostly seconded from DOLIDAR, and there are many vacancies.
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implementation arrangements. On the other hand, DDCs lacking human resources may request
DOI to undertake small FMIS subprojects on their behalf. Based on the initial implementation, a
devolution action plan will be prepared at midterm review (MTR) and will be operated thereafter.

41. As for agriculture extension, DADOs have been placed under the DDCs following the
2002 DAIP, along with other services. Thus, district-level programming, implementation, and
expenditure authorities are delegated to DDCs. While the SMU will design and arrange for the
delivery of agriculture extension and other services through the existing DADO and other
subject matter offices, the DDC will take due roles in this process in accordance with the
framework of LSGA and DAIP,'® with DOA doing technical backstopping and quality control.
The concerned DDCs will also enter into a project agreement with MOAC. Overall, these
arrangements will be further assessed and refined during project implementation.

42. Governance and Anticorruption. Good governance is a critical element for ensuring
inclusive FMIS renovation while delivering and sustaining intended benefits. Strengthening the
service delivery and management capacity at line agency, DDC, and WUA levels, and using a
participatory approach will ensure transparency and accountability. Subproject activities will be
endorsed by WUA and overseen by the CPMO through the RPSU and its mobile teams
including ISPM consultants and individually recruited monitors, with full disclosure of subproject
expenditures at DDC and WUA notice boards. WUAs will be informed of their rights and
responsibilities, including monitoring of delivered program quantity and quality—an approach that
has proven effective in ensuring work quality in SISP—and the grievance communication system
to the concerned DDC and RPSU to redress any problems encountered at field level. The
Project also provides consulting services to support and oversee stringent financial
management systems at CPMO, RPSU, SMU, and DDC levels, based on the financial
management assessment made during the PPTA. Furthermore, external and independent
technical auditing by NVC will oversee and advise on technical and financial quality at
subproject identification, planning and design, implementation, and O&M stages.

43. Technical Auditing. As a part of the governance measures, the Project will strengthen
internal and external technical auditing by DOI and by National Vigilance Center, respectively.
Internal technical auditing will be undertaken as a part of the Project’s internal quality control
mechanism applied through RPSU with the support of the consultants, and will be stipulated in
the project operational procedural manual. (This will be provided on top of the improved design
standards and manuals for small-scale and simple structures applicable to FMIS, improved
construction management guidelines and supervision arrangements, and training for effective
construction supervision to detect defective construction quality.) External technical auditing will
be operationalized through NVC, which will mobilize qualified technical auditors to inspect,
advise on, and report to the concerned authorities the planning, design, implementation
including construction quality control, and O&M of the randomly selected subprojects
implemented under the Project. (Financial provision of $240,000 has been included under the
loan to support 80% of the cost of external auditing.)

V. IMPLEMENATION SCHEDULE

44, The implementation period will be 6 years, starting from July 2006 (Appendix 13). For
effective dissemination of improved arrangements, the Project will start with a cluster of up to six
districts in each region, where sample subprojects will be selected and prepared with on-site

> There are currently no elected representatives in DDCs since July 2002 when the terms of elected officials expired
and new elections were cancelled. At present LGI and line department representatives perform DDC functions.
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training of SMU staff in the cluster. After SIP is prepared and WUA is strengthened there, RPSU
will start the same process in the next cluster. Seven clusters will cover all the districts.

V. RECRUITMENT OF CONSULTANTS

45, Consulting Services. The Project will require consulting services for improved
subproject management with on-the-job training, technical support, and support for quality
control. A total of 55 person-months of international and 519 person-months of domestic
consulting services will be acquired through a firm (Table 3). The terms of reference are shown
in Attachment 6.

Table 3: Summary of Consulting Services (person-months)*®

Person-months

Expertise . .
International Domestic
CENTRAL PROJECT MANAGEMENT OFFICE

Irrigation and Water Management Specialist/ Team Leader 27

Irrigation Specialist/ Deputy Team Leader 72

Participatory Development Specialist 12 32

Water Resources Design Engineer 8

Minor Irrigation Specialist 36

Agriculture Development Planner 8 12

Gender and Poverty Specialist 24

Environmental Specialist 22

Financial Management and Accounting Specialist 22

REGIONAL PROJECT SUPPORT UNITS

Irrigation Planning and Design Engineer (2 positions) 45
Quality Control Engineer (2 positions) 84
Agriculture and Extension Specialist (2 positions) 48
Agriculture Economist (2 positions) 26
Livelihood Enhancement Specialist (2 positions) 48
Resettlement Specialist (2 positions) 48

Total 55 519

46. The consultants will be selected in accordance with the provision of Schedule 5 of the
Loan Agreement and the provisions of ADB’s Guidelines on the Use of Consultants dated April
2006, as amended from time to time, and other arrangements satisfactory to ADB for engaging
domestic consultants. They are selected through quality- and cost-based selection (QCBS)
procedures as outlined below.

(a) Invitation for technical and financial proposals. The invitation to submit technical
and financial proposals (Request for Proposals or RFP) and all related documents will be
approved by ADB before they are issued. A period of at least 60 days shall be allowed for
submission of both proposals. The validity period for the technical and financial proposals as
provided in the RFP should usually not exceed three months from the date specified for
submission of the technical and financial proposals. The approval of ADB should be obtained for
any request to extend such validity period.

16 In addition to the above, the consultants will work with several quality control monitors engaged by the

Government for WUA institutional development, agriculture extension and support, livelihood enhancement
activities, and irrigation O&M.
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(b) Evaluation and scoring of technical proposals. Immediately after the technical
proposals have been evaluated and scored, approval of the ADB shall be obtained to the
evaluation and scoring of the technical proposals. For this purpose, ADB should be furnished
with three copies of the technical proposals.

(c) Public opening of financial proposals.  The financial proposals of the firms whose
technical proposals meet the minimum qualifying technical score will be opened publicly after
adequate notice is given to such firms or their representatives.

(d) Evaluation and scoring of financial proposals and ranking of technical and financial
proposals. After the financial proposals have been evaluated and scored, the ranking of the
technical and financial proposals will be made. Before negotiations are started with the first-
ranked consultants, approval of ADB will be obtained to the evaluation and scoring of the
financial proposals and the ranking of the technical and financial proposals.

(e) Execution of contract. After the conclusion of negotiations but before the signing
of the contract, ADB will be furnished with the contract as negotiated for approval. If any
substantial amendment of the contract is proposed after its execution, the proposed changes
should be submitted to ADB for prior approval.

47. NGOs, Community Organizers (COs), Private Service Providers. In addition to
consulting services as mentioned above, the services of NGOs, COs, and private firms and
individuals are required to carry out project activities including district irrigated agriculture
strategies, participatory rapid rural appraisal, feasibility studies, SIP preparation, WUA
mobilization, construction supervision, agriculture development and livelihood enhancement
activities, support for O&M processes, resettlement management, and monitoring and
evaluation (M&E). Their selection and engagement is subject to the approval of ADB with regard
to their competence and experience for carrying out the assignment as well as the selection and
engagement procedures. After the conclusion of negotiations but before signing of the contract,
the contract as negotiated shall be furnished to ADB for approval. Promptly after the contract is
signed, ADB shall be furnished with three copies of the signed contract. If any substantial
amendment of the contract is proposed after its execution, the proposed changes shall be
submitted to ADB for approval.

48. The National Federation of Irrigation Water User Association Nepal (NFIWUA) may be
recruited directly by the Government to support subproject identification, feasibility studies, and
regular monitoring of completed schemes for selected districts. Before signing of the contract,
specific terms of reference and the negotiated draft contract shall be submitted to ADB for
approval. If any substantial amendment of the contract is proposed after its execution, the
proposed changes shall be submitted to ADB for approval.

VI. PROCUREMENT

49, Goods and related services, and civil works to be financed from the ADB loan will be
procured in accordance with ADB’s Guidelines for Procurement,’’ and the provisions of
Schedule 4 of the Loan Agreement. As contracts are expected to be very small, international
contractors are not likely to be interested and international competitive bidding will not be
required. Equipment and materials as well as service vehicles packaged and valued at less than

v Nepal's Public Works Directive for procurement procedures was reviewed by ADB and found acceptable.



15

$500,000 equivalent may be procured through international shopping as described in Chapter IlI
of the Guidelines for Procurement, and those in the aggregate the equivalent of $100,000 or
less may be procured by direct purchase procedures. Civil works will be procured through local
competitive bidding, and contracts estimated to cost the equivalent of $50,000 or less may be
awarded on a post-facto review basis. Simple civil works contracts costing less than NRs2.5
million (about $33,000) may be awarded to the concerned registered WUAs. Contractors must
have satisfactory postqualification records that will be annually updated by RID. The
Government will ensure that no civil works contract is awarded until the respective RP, if
required, is fully implemented to the satisfaction of the Government and ADB.

50. Indicative contract packages prepared during the project preparatory stage are shown in
Appendix 14. Detailed procurement plan covering the next 12 month period will be worked out
and regularly updated by CPMO, and recorded in the quarterly progress report.

VII. DISBURSEMENT PROCEDURES

51. To ensure effective project implementation and timely disbursement, the Government
will establish two project accounts at the Nepal Rastra Bank (NRB) after the loan agreement
becomes effective: one for agriculture extension and research, and the other for irrigation and
other development support. Proceeds from the ADB loan funds will be maintained in a separate
bank account with NRB and will only be used to pay ADB's share of eligible project
expenditures. Funding for irrigation will be channeled into the project operating accounts for
CPMO, RPSU, and SMU for subprojects implemented by the SMU, and into the accounts for
DDC (through the district development fund) for small subprojects implemented by DDC.
Funding for agriculture will be channeled into the project operating accounts for DOA, NARC,
RDA, and DDC (through the district development fund).

52. ADB funding of the Project will be periodically disbursed from the ADB loan account into
a subaccount of the project account for irrigation, which will operate as an imprest account for
the ADB funding. The imprest account will be managed by DOI/CPMO in accordance with
ADB’s Loan Disbursement Handbook (January 2001) including all forms is available at ADB
website, http://www.adb.org/Documents/Handbooks/Loan Disbursement /default.asp. (Schedule
3 of the Loan Agreement), and detailed arrangements agreed to by the Government and ADB.
The initial amount of the loan proceeds released to the imprest account will not exceed 6
months of estimated expenditures and not more than 10% of the total loan amount. ADB’s
statement of expenditures (SOE) procedures will be used for reimbursing eligible expenses and
replenishment and/or liquidation of the imprest accounts for individual payment transactions not
exceeding $50,000 per expenditure. Direct payment procedures will be used for expenditures
incurred in contracts for consulting services.

53. Prior to the disbursement of funds to finance the expenditures to be incurred by DDCs,
(from all expenditure categories except for the consulting services), project implementation
agreements or alternative arrangements acceptable to ADB should have been entered into,
between (i) MOAC and the DDC concerned for agriculture extension and related services, and
(i) MOWR and the DDC concerned for small FMIS rehabilitation and related services to be
implemented by such DDC.

VIIl.  PROJECT MONITORING AND EVALUATION

54. Project performance M&E will be carried out by the CPMO. The M&E system will
comprise (i) subproject-level baseline data collected during SIP preparation and kept in the M&E
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section of DOI; (i) implementation-related monitoring of subproject preparation and
implementation status, collected and reported by SMU and managed by RPSU and CPMO; and
(iii) postcompletion impact data, to be collected and reported by WUAs and maintained in the
M&E section in DOI. The system will establish a set of monitorable indicators including the
impacts disaggregated by gender, ethnicity, caste, landholding size, and tenancy status. WUAs
will be trained to monitor their performance, which will be verified by the concerned IDD/IDSD
during the performance audit.® Within this framework, the CPMO will improve the management
information system with the support of ISPM consultants within 1 year of loan effectiveness,
which will be consistent with a participatory and gender-sensitive performance monitoring
system in ADB. The baseline, progress, and impact indicators will be monitored at Project,
region, and subproject levels.” (The preliminary indicative framework is in Appendix 15.) The
CPMO will prepare and submit annual benefit monitoring reports to ADB. A detailed study will
be conducted to review project progress before the MTR. The CPMO will complete an impact
evaluation study in preparing the project completion report.

IX. REPORTING REQUIREMENTS
A. Quarterly Progress Reports

55. The Government will provide ADB with quarterly progress reports on Project
implementation reports which will be prepared by the CPMO. The CPMO will particularly
address progress in meeting the project targets. The progress reports will also include other
information on the physical progress of works and the status of the training and local
governance improvement program. The Project’s progress and status will be fed into the ADB’s
project performance report (Appendix 16) as part of its performance management system. Pro
Forma of the Executing Agency’s Project Progress Report are enclosed as Appendix 17.

B. Mid-term Review Report

56. The Government will prepare a comprehensive mid-term review (MTR) report for the
purpose of the MTR mission to be undertaken jointly by the Government and ADB in the middle
of 2008 year 3. The MTR report, to be submitted at least one month prior to the fielding of the
MTR mission, should evaluate (i) project progress including design, stakeholder participation,
quality of SIP, WUA strengthening, design, construction, and agriculture and livelihood
enhancement services; (i) economic, social, gender and environmental impacts and
management; (iii) effectiveness of the project management and implementation arrangements;
(iv) progress on policy and institutional actions enumerated in the policy matrix; (v) key lessons
learned and recommendations for improvements; and (vi) future implementation plan and
targets.

C. Project Completion Report
57. MOWR will also submit to ADB after physical completion of the Project, but in any event

not later than three (3) months thereafter a project completion report that will cover the details of
project implementation, cost, benefit monitoring and evaluation activities, and other information

'8 However, institutional responsibilities of monitoring and verification will be further defined during the first year of the
Project implementation, in recognition of the variance of data provided from WUAs at large.

' The Project-level indicators may be summarized in a similar manner to the format shown in ADB's Project
Performance Reporting (Appendix 16), i.e., Impact and Outcome table for baseline and impact indicators, and
Implementation Progress table for progress indicators, which are consistent with the Design and Monitoring
Framework of the Project (see pages ii—v of PAM).



17

requested by ADB. CPMO will coordinate with ADB for the appropriate structure and contents
including their details during the review missions prior to the year of Project completion.

D. Contract Awards and Disbursement Projections

58. The CPMO will prepare contract awards and disbursement projections for four quarters
starting in January of every year. In order that ADB may receive the key information as quickly
as possible, the information requested should be sent by fax to ADB in accordance with the
format in Appendix 18. The completed worksheet should be simultaneously sent by courier to
reach ADB not later than 31 December of each year. At the same time, CPMO will maintain
detailed procurement plans for the present and the next three quarters, and present the plan on
the Quarterly Progress Report.

X. AUDITING REQUIREMENTS

59. DOI/CPMO will maintain separate records and accounts adequate to identify the goods
and services financed from the loan proceeds, the financing resources received, expenditures
incurred for the Project, and the use of local funds, in accordance with generally accepted
accounting principles. The project accounts and related financial statements will be compiled by
DOI/CPMO and audited annually by independent auditors acceptable to ADB. The annual audit
will include the audit of the imprest account and SOE procedures, and a separate audit opinion
on the use of the imprest account and SOE procedures should be included in the annual audit
report. The audited accounts, audit report, and related financial statements will be submitted to
ADB not later than 9 months after the close of the fiscal year to which they relate. It is
important to submit audited project accounts and audit reports to ADB on a timely basis.
If the audited project accounts are not received within 9 months after the due date, ADB
may consider suspension of withdrawal of funds from the loan account. The Project’s
auditing requirements are set out in the audit letter (Appendix 19).

XI. LOAN COVENANTS
60. Please refer to Appendix 20 for the summary of major loan covenants.

XIl. KEY PERSONS INVOLVED IN THE PROJECT

Name and Designation Institution/Ministry Fax/Phone/E-mail
Mr. Frederick C. Roche Asian Development Bank Fax 632-636-2391
Director, SANS No. 6 ADB Avenue, Tel 632-632-4444

Mandaluyong City,
Metro Manila, Philippines

Mr. Kenichi Yokoyama Asian Development Bank Tel 632-632-5683

Sr. Water Resources Email: kyokoyama@adb.org
Management Specialist,

SANS

Mr. Ki-hee Ryu ADB Nepal Resident Mission | Fax 977 1422 7779

oIC Tel 977 1 422 5063

Mr. Govinda Gewali ADB Nepal Resident Mission | Fax 977 1 422 7779

Project Implementation Officer Tel 977 1 422 5063

Email: ggewali@adb.org
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Name and Designation

Institution/Ministry

Fax/Phone/E-mail

Mr. Tika Dutta Niraula,
Secretary

Ministry of Water Resources

Fax 977-1-425-9837
Tel 977-1-422-7536

Mr. Babu Ram Adhikari
Project Director

Project Office
Jawalakhel, Lalitpur
Kathmandu, Nepal

Fax 977-1-5537-169
Email: sisp@ntc.net.np

H. E. Jamal Nasser Lootah The OPEC Fund for | Telefax: (43) 1-5139238
Chairman of the Governing International Development
Board P. O. Box 995
A-1011 Vienna
Austria
Xill.  ANTICORRUPTION

61. The institutional arrangements and reporting mechanisms referred to in this document
are put in place to enable monitoring and accounting of the use of ADB resources, and in
accordance with the ADB’s Anticorruption Policy (Attachment 6). Anyone coming across
evidence of corruption associated with the Project must contact the ADB’s Office of the General

Auditor, which will investigate such allegations.




POLICY AND INSTITUTIONAL REFORMS AND IMPLEMENTATION MATRIX

Key Issues and Actions

Action by

Agreed Action Date

1.
a.

Overall Issues for Irrigated Agriculture Development
Agriculture Policy
Maintain regular dialogues with the ADB to follow up on the reform
measures initiated in the 2nd Agriculture Sector Program Loan, and
2002 Agriculture Sector Performance Review.

Irrigated Agriculture Development Strategy
Prepare district/river basin-based irrigated agriculture development
strategy in Central and Eastern regions, which include ongoing
programs, marketing opportunities, and irrigation scheme inventory,
to guide strategic subproject identification and selection.

DOA, MOAC

DOA, DOI, WECS

Ongoing. The review missions of the
Project will review and consult on the
progress

Within 1 year after fielding of ISPM
consultants

2. Policy and Strategic Framework of Water Resources
Management
a. NWRS was finalized. It defined short- to long-term institutional and | WECS, concerned ministries and agencies | Completed
physical targets and actions with IWRM approach.
b. Prepare IWRM policy to set out objectives, principles, and Same as above By June 2005
institutional framework to manage the development and utilization
of water resources.
c. Define the scope of revising Water Resources Act and its Same as above By June 2005
Regulations to operate the IWRM policy.
d. Inthe context of the above, define appropriate institutional Same as above By June 2005
framework to operate IWRM at national and river basin levels.
e. Prepare long-term national water plan that lays out programs to Same as above By June 2005
achieve the targets of NWRS.
3. Policy, Planning, and Legal Framework of Irrigation
a. lIrrigation policy was revised incorporating NWRS principles of DOI, WECS, DOA Drafted with PPTA contribution and
river basin planning, integration with agriculture, and social equity finalized in 2003
and gender perspectives. Policy will be further revised based on Further updating/ revision of the Policy in
the experience of the proposed Project. 2008
b. Irrigation Regulation was revised to reflect the new irrigation policy | DOI Revised following the 2003 Irrigation Policy
while empowering agencies and water user associations (WUAS) in early 2004
in local resource mobilization and system management. Further updating/ revision in 2009.
c. Prepare 25-year irrigation investment plan building on the
agriculture perspective plan (APP) and NWRS. Draft submitted to | DOI, DOA By June 2005
ADB for review and consultation.
d. Prepare and launch, following the 10th FYP commitment, action
plans for the enhancement of people’s participation and WUA DOI By June 2005

T Xipuaddy
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Key Issues and Actions

Action by

Agreed Action Date

efficiency.

e. Prepare policy and guidelines for non-conventional minor
irrigation, including financing modality and institutional
arrangements, in consultation with stakeholders.

DOI

By MTR

4. Institutions of Department of Irrigation
DOl to form internal working groups and address the following
issues, and with advisory support through CMIASP consultancy.

a. Organizational Vision and Strategy
Prepare organizational vision for the future, goals and objectives,
and strategy, on the basis of NWRS and revised irrigation policy
principles and strategy.

b. Decentralization
(i) Start assisting the reasonable number of DDCs to prepare and
implement small FMIS by forming effective irrigation
implementation teams with assistance from DOI.

(i) Define appropriate road map and action plan to decentralize
DOI's overall operations to LGls.

c. Human Resources Management
(i) Prepare action plan to further rationalize the staff resources and
improve the multidisciplinary capacities of DOI including
appropriate skill mix in line with the vision and strategy, and
rules for recruitment, promotion, and job rotation.

(i) Provide improved incentives to association organizers by giving
promotional opportunities to senior positions having non-
gazetted first class rank.

(i) Review and update staff capacity development plan
comprehensively including technical and non-technical aspects.

d. Financial Resources Management
(i) Operate performance-based budgetary allocation mechanism in
the context of CMIASP.
(i) Establish and operate regular monitoring and auditing of
completed WUA and scheme performance.

(i) Government budget provision system and guidelines to support
the rehabilitation of completed schemes (suffering from
catastrophic damages beyond design return period).

DOl,

DOI

DOI, MOWR, MOLD, DDCs, VDCs

DO,

DO,

DOl,

DO,

DOI

DOI

DO,

MOWR

MOWR, MOLD

MOWR

(MOGA, MOF)

MOWR

MOF

Working group for key issues formed
immediately and start activities

Preliminary framework was discussed at
appraisal and was submitted in Aug 2004
Vision and strategy document prepared
within 1 year after loan effectiveness

Within 2 years after loan effectiveness,

performance to be reviewed at MTR

By MTR, after which implementation starts

By MTR, after which implementation starts

Within 2 years after loan effectiveness,
after AO capacity development

Action plan formulated by MTR, and
implemented by loan closing

Immediately after loan effectiveness

Immediately after loan effectiveness

By loan closing (CMIASP support to be
phased out)

0c
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Key Issues and Actions Action by Agreed Action Date

e. FMIS Guidelines and Manuals

(i) Prepare design standards and manuals for small-scale and | DOI Within 1 year after fielding of ISPM
simple structures applicable to FMIS. consultants

(i) Improve selection and planning standards for the hills and the DOI Same as above
mountains.

(iii) Improve construction management guidelines ensuring DOI Same as above

stringent qualification, bidding, contract signing, variation and
budgetary management, and improved supervision guidelines in
terms of testing of sample materials, measurement and
recording of quantities, and tests on completion.

(iv) Revise the operational procedural manual for FMIS | DOI, DOA Within 6 months of effectiveness
interventions following the CMIASP design.

f. Internal Quality Control Mechanism

(i) Operate and regularly refine the internal quality control DOI Immediately after loan effectiveness
mechanisms defined under CMIASP, comprising quality

assurance with the expert staff, and office inspection systems.

(i) Review and prepare an action plan to improve the overall DOI, MOWR By 4 years after loan effectiveness
internal quality control systems of DOI, including rules on
delegation of financial and administrative power.

o

External Quality Control/Technical Audit
a. Adecision has been made to establish and operate the technical NVC Completed.
audit office under the National Vigilance Center.

b. Finalize institutional modality, operational procedures, and NVC, concerned ministries and agencies By June 2005
arrangements for operating technical audit functions at large.

c. Initiate operation of external technical audit in selected NVC, DOI, MOWR, DOLIDAR, MOLD By December 2005
subprojects under the Project and rural infrastructure projects.

CMIASP = Community-Managed Irrigated Agriculture Sector Project, DDC = District Development Committee; DOA = Department of Agriculture; DOI
Department of Irrigation; DOLIDAR = Department of Local Infrastructure Development and Agriculture Road; FMIS = farmer-managed irrigation systems; ISPM =
institutional strengthening and project management; IWRM = integrated water resources management; LGI = local governance institution, MOAC = Ministry of
Agriculture and Cooperatives; MOF = Ministry of Finance; MOGA = Ministry of General Administration; MOLD = Ministry of Local Development; MOWR = Ministry
of Water Resources; MTR = midterm review; NVC = National Vigilance Committee; NWRS = National Water Resources Strategy, PPTA = project preparatory
technical assistance; VDC = Village Development Committee; WECS = Water and Energy Commission Secretariat.

T Xipuaddy
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Appendix 2

INCORPORATION OF LESSONS LEARNED FROM PAST PROJECTS

Lessons Learned from ADB-assisted Projects

Incorporated Lessons Learned

A. Policy-related Issues

Project implementation should be conducive to the
relevant policy and institutional reforms and assist their
progress with monitoring and advisory support. (SISP)

Relevant policy and institutional reform agendas
and action plans were agreed on and included as Appendix
5, to be followed up during project implementation.

B. Project Institutions

1. Department of Irrigation

DOl's capacity in promoting beneficiary participation needed
strengthening (BOISN). Its social staff resources are
insufficient, and capacity in addressing poverty and social
agenda needs strengthening (SISP).

Monitoring and evaluation framework within DOl was weak
(BOISN). In SISP, subproject quality control was insufficient
in initial years. Sufficient attention and resources should be
provided in monitoring and evaluation (M&E) of completed
schemes (SISP).

Inadequate linkages with DOA hampered integrated
agriculture development (BOISN, RIP). Coordination with
providers of agricultural services remains an issue (ISP,
ERIP, SISP).

2. Department of Agriculture

Agricultural extension staffs lack the ability to respond to the
needs of local farmers (BOISN). DOA staff skills to form
farmer groups remains weak, and staff may not be readily
available to provide timely service (SISP).

3. Local Governance Institutions (LGIs)

The involvement of LGI representatives remained minimal,
and needs to be enhanced following the 1999 LSGA (SISP).

4. Water User Associations

WUASs have good track record and capacity to sustain FMIS.
More roles may be delegated in implementing subprojects
while transforming the roles of line agencies as those of
facilitation and technical support (SISP).

The Project will engage NGOs and COs to facilitate the
WUA strengthening activities. Capacity development support
will also be provided through consultants to address the new
poverty and social agendas.

bl. Quality control will be improved through (i) stronger
internal control with more intensive supervision, (ii) WUA
empowerment, and (iii) external technical audit.

b2. The Project will institutionalize benchmarking at sub-
project planning, and M&E of completed FMIS.

C. The Project will ensure joint preparation of SIP that
stipulates specific activities, schedule, and institutional
responsibilities, to be agreed to in writing by all the
concerned parties.

The Project will form farmer extension groups within WUAs.
It will promote the use of qualified local NGOs and private
firms to provide extension services as appropriate, with
support from the consultants.

LGIs will participate in key processes such as sub-project
request and SIP agreement. They will also be authorized to
implement small schemes on a pilot basis.

WUAs will have increased roles, including endorsement of
key decisions, implementation of small civil works, and
agriculture  extension through the trained in-house
extensionists. They will also be trained to represent farmer
interests with collective bargaining power.

C. Managing Subproject Development Cycle

1. Subproject Selection and Planning

While SISP followed a demand-driven approach, subproject
identification was done on an ad hoc basis and without clear
strategic guidance (SISP).

Project planning should ensure sufficient beneficiary
consultation and realistic targets for cropping intensities and
yields (BOISN, ERIP, SISP).

More thorough environmental impact assessment is needed
in terms of water availability (and downstream impacts) and
hillside land stability (ISP, ERIP, SISP).

2. Mobilization and Strengthening of WUAs

a. WUA capacities need strengthening in efficient water use,
sufficient O&M, and higher agriculture productivity (BOISN,
SISP).

b.  WUA strengthening should precede subproject civil
work and agriculture programs for the full understanding of
improved WUA operations (ISP, RIP SISP).

The Project will define participatory FMIS development
strategy at district level to prioritize subprojects having high
growth and poverty reduction potentials.

The Project will provide sufficient time and resources for
these processes, with the engagement of private firms, and
technical guidance provided by the consultants.

The Project will institutionalize (i) preparation of an initial
environmental examination (IEE) for all subprojects, (ii)
consultation with downstream water users, and (i) subsoil
investigation in hill areas.

a. This will be operated in all subprojects, with the
engagement of NGOs and COs.

b. WUA will establish institutional targets in SIP, including
membership and beneficiary contribution, and achieve the
targets before to initiating civil works.
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Lessons Learned from ADB-assisted Projects

Incorporated Lessons Learned

3. Irrigation Infrastructure

Design should promote less capital-intensive structures
(BOISN), and reflect the existing O&M practices (RIP).
There is a scope to adopt lower-cost design (SISP).

b. There were sporadic incidences where quality of
construction was low. It was satisfactory where WUAs were
actively involved in monitoring of works (SISP).

4. Agriculture Development and Livelihood Support

a. There was no concerted effort to improve the
technological base through a package of support including
extension, inputs, credit, and marketing (BOISN, RIP).
OFWM should also be improved (SISP).

b. There was little mechanism to provide services
specifically to the vulnerable groups to enhance their
benefits (BOISN, SISP). WUA participation by women and
vulnerable groups remained limited (SISP).

5. Sustainable O&M

WUA commitment, ability, and leadership are essential for
effective O&M (BOISN, RIP). Clear O&M plan should be
developed before handover (ERIP, RIP). Supervising
completed FMIS with annual technical, social, and financial
audit should be done (SISP).

a. The Project will improve the design standards by
collecting domestic and international experience. WUA
engagement in civil works will be increased.

b. Quality assurance will be enhanced by (i) sufficient
supervision by DOI staff, (ii) construction monitoring by
WUAs, and (i) external technical auditing by NVC.

a. (Please see B.1.c. above.) OFWM will also be included as
core part of the training programs.

b. Programs for the vulnerable groups have been
incorporated. The gender dimension is strengthened in (i)
WUA membership, (ii) representation in decisions, and (iii)
provision of services to target women.

WUASs will be trained starting at the inception stage, with the
establishment of an O&M plan. Monitoring of all completed
FMIS will be institutionalized. WUAs will be trained to
effectively undertake postcompletion benefit monitoring and
reporting.

D. Overall Project Management

1. SISP’s operational manual provides effective
arrange- ments for developing FMIS. In general, however,
compliance at the field level remained an issue (SISP).

2. Projects with flexible design and process approach
areuseful to respond to local needs (BOISN). Too many
subprojects implemented in some districts were beyond the
existing staff resources (SISP).

1. Operational manual will be revised to include specific
performance targets for each stage of subproject cycle, to
be monitored through regular SMU-WUA meetings.

2. The number of subprojects in each district will be limited
following the capacities, performance, and resources.
Outsourcing will also be arranged with effective quality
control.

E. Other Supporting Organizations

1. NFIWUAN

NFIWUAN is established at national and district levels. They
may be able to play effective facilitating roles to support the
institutional development of WUAs (SISP).

NFIWUAN will be given with appropriate roles under the
Project with necessary capacity development support.




24

Appendix 2

Lessons Learned from ADB-assisted Projects

Incorporated Lessons Learned

2. NGOs and COs

NGOs and COs worked effectively with WUAs in
strengthening their institutional basis and agricultural
development for pilot schemes. Their capacity needs
strengthening at initial stage of engagement (SISP).

3. Private Sector Firms and Contractors

a. Private sector consulting firms prepared FSR. Sufficient
resources should be provided, in particular socio-economic
agriculture development plans (SISP).

b. Contractors have generally sufficient capacities. Effective
monitoring is essential for quality assurance (SISP).

COs will be engaged in all subprojects in strengthening
WUAs. NGOs will be involved, e.g., in prefeasibility
screening, CO training, resettlement, and monitoring of
completed FMIS, with initial training by the consultants.

a. Preparation of FSR will in principle be outsourced to
private sector firms. They may also be entrusted for
participatory facility designs.

b. Please see C.3.h. for arrangements to ensure quality of
construction.)

CO = community organizer, DOA = Department of Agriculture, DOI=Department of Irrigation, FMIS = farmer managed
irrigation system, FSR = feasibility study report, LGl = Local Governance Institution, NFIWUAN = National Federation of
Irrigation Water User Associations in Nepal, NGO = nongovernment organization, NVC = National Vigilance Center,
OFWM=on-farm water management, O&M = operation and maintenance, SIP = subproject implementation plan, SISP =
Second Irrigation Sector Project, WUA = water user association.

Evaluations referred to: BOISN = ADB. 1994. Impact Evaluation Study on Bank Operations in the Irrigation Sector Nepal.
Manila; ISP = ADB. 1999. Project Completion Report for Irrigation Sector Project. Manila; ERIP = ADB. 2002. Project
Performance Audit Report for East Rapti Irrigation Project. Manila; RIP = ADB. 2003. Project Completion Report for Rajapur
Irrigation Project. Manila; SISP = Evaluation of the Second Irrigation Sector Project under ADB. 2001. Technical Assistance

to the Kingdom of Nepal for Preparing the Community-Managed Irrigation Sector Project. Manila.



COST ESTIMATES AND FINANCING PLAN

Table A3.1: Project Cost Summary

(%) (%)
Item (N. Rupee '000) (US$ '000) Foreign  Base
Local Foreign Total Local Foreign Total Exchange Costs
A. Participatory Irrigated Agriculture Development for FMIS
1. Participatory Planning and Beneficiary Mobilization 205,200 46,800 252,000 2,665 608 3,273 19 10
2. Irrigation and Associated Infrastructure 1,104,200 666,500 1,770,700 14,340 8,656 22,996 38 68
3. Agricultural Development and Livelihood Enhancement 193,700 38,400 232,200 2,516 499 3,015 17 9
4. Support for Sustainable Operation and Maintenance 47,700 7,400 55,100 619 97 716 13 2
Subtotal 1,550,800 759,200 2,310,000 20,140 9,859 30,000 33 88
B. Institutional Strengthening and Project Management 218,100 91,000 309,100 2,832 1,182 4,015 29 12
Total Base Cost 1,768,900 850,200 2,619,100 22,973 11,042 34,015 32 100
Physical Contingencies 28,900 4,300 33,300 376 56 432 13 1
Price Contingencies 191,000 54,300 245,300 2,480 706 3,186 22 9
Total Baseline Cost 1,988,800 908,900 2,897,700 25,829 11,804 37,633 31 111
Interest During Implementation - 73,400 73,400 - 953 953 100 3
Total Project Cost 1,988,800 982,200 2,971,100 25,829 12,756 38,585 33 113
Source: Asian Development Bank Estimate.
Table A3.2: Expenditure Accounts by Financiers
(US$'000)
ltem Government ADB OPEC Funds Farmers Total Foreign Duties &
(%) (%) (%) (%) (%) Exchange Taxes
1. Civil Works 6,853 28.0 8,412 344 7,000 286 2,192 9.0 24,457 634 9,154 3,657
2. Vehicles and Equipment 471 238 1,505 76.2 0 0.0 0 0.0 1,976 5.1 706 383
3. Specialist Services 495 15.0 2,804 85.0 0 0.0 0 0.0 3,299 8.6 1,408 495
4. Training 431 186 1,884 814 0 0.0 0 0.0 2,315 6.0 174 322
5. Community Organizers 0 0.0 355 100.0 0 0.0 0 0.0 355 0.9 0 0
6. Incremental Operating Cost 232 15.0 1,315 85.0 0 0.0 0 0.0 1,547 4.0 20 232
7. Survey and Investigation 408 16.3 2,097 83.7 0 0.0 0 0.0 2,506 6.5 129 278
8. Monitoring and Evaluation 114 15.0 643 85.0 0 0.0 0 0.0 757 2.0 124 114
9. Research 17 5.9 268 94.1 0 0.0 0 0.0 285 0.7 22 17
10. Vehicle and Equipment O&M 41 297 96 70.3 0 0.0 0 0.0 136 0.4 67 27 >
Total Baseline Cost @ 9,060 24.1 19,380 515 7,000 186 2,192 5.8 37,633 975 11,804 5,525 %
=}
Interest Charge ° 333 349 620 65.1 0 0.0 0 0.0 953 25 953 0 f—f-
Total Project Cost 9,393 243 20,000 518 7,000 18.1 2,192 5.7 38,585 100.0 12,756 5,525 w
ADB = Asian Development Bank, O&M = operation and maintenance, OPEC Funds = Organization of Petroleum Exporting Countries Fund for
International Development B—.’

a

b

Source: ADB Estimates.

Including $600,000 for environmental planning and mitigation management activities
The Government contribution corresponds to interest during construction associated with OPEC Fund loan
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Appendix 4
ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS
CATEGORY PERCENTAGE OF BANK FINANCING
Amount Allocated Basis for Withdrawal from the
No. Item SDR % Loan Account
Category Subcategory
1 Civil Works 5,726,000
1A Civil Works for Irrigation” 34 | percent of total expenditure
5,602,000 (21% for foreign and 13% for
local)
1B Civil Works for 33 | percent of total expenditure
Rehabilitation of Damaged
FMIS? 124,000 (15% for foreign and 18% for
local)
2 Vehicles, Equipment and
Supplies 976,000
2A Vehicles (DOI) 68,000 | 100 | percent of foreign expenditure*
100 | percent of local expenditure
2B Vehicles (DOA) 48,000 | 100 | percent of foreign expenditure*
100 | percent of local expenditure
2C Equipment and Supplied 75 | percent of total expenditure
(DOI) 566,000 (31% for foreign and 44% for
local)
2D Equipment and Supplied 75 | percent of total expenditure
(DOA) 294,000 (31% for foreign and 44% for
local)
100 | percent of foreign expenditure
3 Consulting Services 1,909,000 100 | percent of local expenditure*
4 Training 1,452,000
4A Training (DOI) 80 | percent of total expenditure
771,000 (7% for foreign and 73% for local)
4B Training (DOA) 80 | percent of total expenditure
681,000 (7% for foreign and 73% for local)
5 Survey and Investigation 80 | percent of total expenditure
1,361,000 (7% for foreign and 73% for local)
6 Monitoring and Evaluation 417,000
6A Monitoring and Evaluation 80 | percent of total expenditure
(DOI, NVC) 301,000 (15% for foreign and 65% for
local)
6B Monitoring and Evaluation 80 | percent of total expenditure
(DOA) 116,000 (15% for foreign and 18% for
local)
7 Research 174,000
7A Research (DOI) 90 | percent of total expenditure
62,000 (7% for foreign and 83% for local)
7B Research (NARC, DOA) 90 | percent of total expenditure
112,000 (7% for foreign and 83% for local)
8 Project Management 915,000
8A Project Management (DOI) 80 | percent of total expenditure
738,000 (5% for foreign and 75% for local)
8B Project Management 80 | percent of total expenditure
(DOA) 177,000 (5% for foreign and 75% for local)
9 Interest Charge 422,000 100 | percent of amounts due
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CATEGORY PERCENTAGE OF BANK FINANCING
Amount Allocated Basis for Withdrawal from the
No. Item SDR % Loan Account
Category Subcategory
10 Unallocated 263,000
Total 13,615,000

~ ADB will finance 34% of total expenditure, whereas OPEC Fund will finance 29.3% of total expenditure.

% To be disbursed in accordance with the provisions of paragraph 14 of Schedule 6 to this Loan Agreement (50 percent
in the third year; reduced by 20 percent in each of the fifth and seventh years). There is no OPEC Fund financing for

this component.
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ORGANIZATION CHART

Stakeholder Project Steering Committee MOWR MOAC ADB/ NVC
Group Chair: Sec, MOWR NRM

Government, . . .
NFIWUAN, Project Appraisal Committee ADB

T TA
donors, etc. Chair: DG, DOI

|| oo

Central Project Management
Office
Project Director: DOI Class | officer
Staff: DOI, DOA, DOLIDAR, WECS

" RID P RDA

ISPM
Consultants

Regional Project Support Unit
Project Manager: Director, RID
Mobile Team: Staff from RID, RAD

Planning and Design Private
Firms

DDC

IDD/IDSD DADO

Subproject Management Unit
Subproject Manager: Head of IDD/IDSD; Co-
manager: ADO of DADO, DDC staff

NGOs

Private Service Providers/ NGOs

SMU Mobile Team " Village
Staff from IDD/IDSD, DADO/ASC/ASSC, DDC " Development
Committee

COs (Assisted bv NGOs)

Project Water User
Associations

ADB = Asian Development Bank; ADO = agriculture development officer; ASC = agriculture service center; ASSC =
agriculture service sub-center; CO = community organizer; DADO = district agriculture development office; DDC =
district development committee; DG = director general; DOA = Department of Agriculture; DOI = Department of
Irrigation; DOLIDAR = Department of Local Infrastructure and Agriculture Roads; IDD = irrigation development division;
IDSD = irrigation development subdivision; ISPM = institutional strengthening and project management; MOAC =
Ministry of Agriculture and Cooperatives; MOWR = Ministry of Water Resources; NFIWUAN = National Federation of
Irrigation Water User Associations Nepal; NGO = nongovernment organization; NRM = Nepal Resident Mission; NVC =
National Vigilance Center; RDA = regional directorate of agriculture; RID = regional irrigation directorate; TA = technical
assistance; VDC = village development committee; WECS = Water and Energy Commission Secretariat
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SUBPROJECT SELECTION CRITERIA

The subproject selection criteria are as follows:

(i)

(ii)

(iii)

(iv)
(V)

(vi)

(vii)

(viii)

(ix)

The subproject must be in line with the district/basin irrigated agriculture development
strategy, i.e., have good marketing opportunities for intensified/diversified agriculture,
and access to agriculture support services such as extension. Those having prospects
for promoting year-round irrigation will be accorded high priority.

The subproject area has relatively equal land distribution, i.e., more than 40% of the
benefit area is operated by marginal and small farmers (up to 0.5 hectares (ha) holdings
in the hills and 1.0 ha in the terai), or by the smallest 70% of the beneficiary households.
Preference will be given to subprojects with higher percentages of land operated by
these farmers and to subprojects located in food-deficit areas.

The subproject will have more than 50 beneficiary households® and is not larger than
1,000 ha, unless otherwise concurred in by the Asian Development Bank (ADB).?

The subproject cost must not exceed $1,000/ha, unless otherwise concurred in by ADB.

The farmers must have established a water user association (WUA) that has been
operating and maintaining the concerned farmer-managed irrigation systems (FMIS) as
confirmed by annual resource mobilization for operation and maintenance (O&M)
(through labor and cash contribution) and absence of intra-WUA conflicts. The farmers
are willing to mobilize and contribute resources (labor, cash, or in kind) to implement the
subproject, as demonstrated by more than 70% of the beneficiary households having
signed off on the subproject request with assured beneficiary contribution.

The concerned WUA has provided up-front cash contribution of at least NRs50 per
hectare of its command area, established the emergency fund for nonrecurrent O&M
works with the said contribution, and agreed and increased it annually by contributing an
additional amount to be specified in the subproject implementation plan, but not less
than 0.5% of the subproject rehabilitation cost.

The subproject will not have any other major negative environmental impacts that
require environmental impact assessment study, including any negative impact on other
users of the same source. Initial environmental examination has been undertaken and
approved after consulting the beneficiaries and those affected by the project, concluding
that the subproject is environmentally sound and any negative consequences can be
mitigated.

The subproject will not involve any land acquisition or involuntary resettlement, or both.
In the event that land acquisition or resettlement, or both are required for any subproject,
resettlement plans will be prepared and implemented following the agreed-upon
resettlement framework (Appendix 16) before initiating the tendering of the civil works.

The subproject must be technically feasible, financially and economically viable with
economic internal rate of return of at least 15%, and socially sound, requiring no or
minimal involuntary resettlement.

! Except for demonstration activities for innovative small-scale irrigation for the poorest.
2 The Department of Irrigation (DOI) will submit the subproject implementation plan (SIP) to ADB for schemes larger
than 250 ha in the hills and 500 ha in the terai for information.
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(x)

Appendix 6

The subproject will not have any previous experience of major investment or
rehabilitation supported by the Government, external funding agencies, or
nongovernment organizations.
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SUBPROJECT IMPLEMENTATION PROCEDURE

Water User Association Request

District/River Basin Irrigated
Agriculture Development Strategy
- lrrigation scheme inventory
- Water balance
- Ongoing DADO programs
- Marketing opportunity and linkage
- Level of poverty
Assisted by Private firms

District/Basin Information Campaign
(Organized by DDC/NFIWUAN)
—> - Project qualification and —>
requirements communicated to
WUAs

Submission of WUA Request

- Interested WUA submits
request to DDC and SMU
with signature and fee

Assisted by DDC, NFIWUAN
Assisted by DDC, NFIWUAN

U

Screening and Identification Survey

Short-listing of Candidate Subprojects Identification Survey

(i) Request form adequately completed (i) Field confirmation of the issues on the left

(i) High potential confirmed for irrigated agriculture (i) Farmer willingness to fulfill all requirements including
development strategy beneficiary contribution

(iii) Opportunities for poverty reduction More than 40% of area will be operated by marginal, small,

(iv) No potential water disputes and tenant farmers

(v) Access to the subproject area reasonable Simple design and low cost

(vi) Command area up to 1,000 hectares (ha) in principle No major environmental issues including expansion of

—> (i)

(iv)
v)

(vii) No previous investment assistance
(viii) No major social and land-related issues

(vi)

command area into areas of high landslide risk or
ecologically sensitive areas
No major social issues including major involuntary
resettlement

Assisted by Private Firms and NGOs

U

Participatory FS and SIP Preparation

WUA Beneficiary Mobilization

Feasibility Studies (FS)

(i) Confirmation of criteria in screening & identification
(i) $1,000/ha maximum, or separate ADB approval
(i) 1,000 ha maximum, or separate ADB approval

(iv) EIRR greater than 15%

(v) Sound social assessment undertaken

(vi) Initial environmental examination undertaken

Subproject Implementation Plan (SIP) Preparation

(i) WUA institutional development plan prepared, with
full land records

(ii) Infrastructure development plan, including cost-
sharing arrangements with WUA

(i) Agriculture and livelihood enhancement plan,
prepared for synergy for other ongoing programs

(iv) Environmental management plan

(v) Draft resettlement plan

(vi) Endorsement of draft SIP by WUA general assembly

Field confirmation by Regional Team and

Approval by Central Appraisal Committee

Assisted by private firms and NGOs

During FS and SIP Preparation

(i) WUA working group established to work with SIP team
for FS and SIP preparation

(i) Endorsement of draft SIP by general assembly

(iii)On-farm water management campaign

After SIP Approval

(i) Startimplementing WUA institutional development plan
with COs and NGO

(ii) Membership enrollment over 80%

(iiiyFormal registration under Water Resources Act

(iv)Executive and subcommittee formation

(v) Concurrence on draft resettlement plan

(vi)Full implementation of works for improved O&M and
field water distribution through self-help

Full achievements of the targets in (ii) — (vi)
confirmed by qualified staff

Facilitated by COs, and NGOs

U

Detailed Survey and Design

(i) Prepared in consultation with and endorsed by
WUA, with improved design standards that ensures
optimal cost and easy maintenance
Detailed design approved by RPSU

(iv) WUA construction subcommittee trained for

construction supervision
30% achievement of beneficiary contribution
confirmed (100% completion by 50% progress of
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(i) WUA contribution for investments, mostly through
earthworks, but also include cash
(i) Implementation of resettlement plan with NGOs

construction works)

Assisted by private firms, NGOs

U

Memorandum of Agreement (MOA) Signing

MOA to stipulate schedules, programs, and responsibilities of the concerned
organizations to implement SIP
To be signed by heads of IDD/IDSD, DADO, DDC, and WUA
SIP to be incorporated in District Agriculture Development Plan
Guided by RPSU and the consultants

U

Tendering and Construction

Improved procurement, construction supervision, and management guidelines,
with strong enforcement rules to be applied

WUA signs contracts as witness, and monitors construction works

WUA may also be engaged for earthworks and simple structures

Monitored by WUA and consultant quality control engineers

Agriculture and Livelihood Support

Infrastructure Completion and O&M

Agriculture Extension and On-Farm Water

Management

(i) OFWAM training by IDD/IDSD staff or private sector

(i) Extension focus on field channel groups establishing
good OFWM, and small and marginal farmers

(i) Demonstration plot owner to repay the cost of inputs
to WUA as seed money to continue program

(iv) Group leaders trained as WUA extensionist to
disseminate improved technology within WUA

(v) Efforts to identify and train private extensionists such
as input distributors

(vi) New cropping management with the intensification,

facilitation of access to market information

Livelihood Enhancement Programs

(i) 35% women participation in all activities

(i) Programs for the poor, e.g., vegetable gardening for
poor women organized

(i) Promote linkage with MFI having access to
microcredit facilities by RMDC and others

(iv) Delivery of DDC services for practical knowledge of

income generation, e.g., livestock

Program completion report stipulating amount of
services and impacts submitted to Central PMO
after WUA endorsement

Monitored by WUAs; assisted by private firms/ NGOs

(i) WUA O&M subcommittee trained

(i) Preparation of O&M plan by WUA with trained
project staff, and endorsed by RDI and consultants
Test run and joint confirmation of the quality of
infrastructure constructed

On-the-job training for O&M up to full year, in
preparing and implementing (a) seasonal irrigation
plans with efficient water distribution, (b) annual
maintenance plans with joint walk-through, and (c)
resource mobilization plans

WUA establishes emergency maintenance fund
using up front cash contribution submitted at
subproject request, and increases the fund with
annual contribution as specified under SIP

Close monitoring of status of OFWM improvement
and further motivation during O&M training

(iii)
(iv)

v)

(vi)

WUA and IDD/IDSD sign completion certificate

Program completion report stipulating amount of
service provided for O&M submitted to Central
PMO after WUA endorsement

Assisted by private O&M monitors trained by the
consultants, along NGOs/NFIWUAN as needed

U

Regular Monitoring

Project to maintain annual technical, social, and financial audit of WUA through field
project staff and engagement of NGOs as necessary
Field subproject team to start new subproject after completion of all the processes

Assisted by NGOs/ NFIWUAN

ADB = Asian Development Bank, CO = community organizer, DADO = district agriculture development office, DDC =
district development committee, EIRR = economic internal rate of return, FS = feasibility study, IDD = irrigation
development division, IDSD = irrigation development sub-division, MFI = microfinance Institution, MOA = memorandum
of understanding, NGO = nongovernment organization, NFIWUAN = National Federation of Irrigation Water User
Associations Nepal, O&M = operation and maintenance, OFWM = on-farm water management; RID = regional irrigation
directorate, RMDC = Rural Microfinance Development Center, RPSU = regional project support unit, SIP = subproject
implementation plan, SMU = subproject management unit, WUA = water user association.
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SUBPROJECT IMPLEMENTATION PROCEDURES AND ARRANGEMENTS
A. General

1. The procedures and arrangements of managing subproject development cycle from
scheme identification to facility turnover to WUAs are provided herewith. Provisions in the Public
Works Directives will be followed for procedures not detailed herein, whereas the operational
procedural manual developed under the Second Irrigation Sector Project will also be followed
after necessary improvement and streamlining with the assistance of the ISPM consultants.

B. Overview of Subproject Development Cycle

2. The following basic principles underlie the participatory irrigation development approach
of the proposed Project.

0] Subprojects must be requested by existing water user associations/ groups, and
initially processed through their elected representatives in the concerned village
development committee (VDC) and the DDC.

(i) Local beneficiaries must be involved in all stages of subproject development
participating in key decision-making processes. Direct beneficiaries (owners and
tenants) will be accurately identified with clear definition of subproject boundaries.

(iii) The overall approach is a combination of two, parallel but interrelated processes, one
that addresses institutional matters and the other that addresses technical matters.

3. Each subproject has five distinct stages.

0] Subproject identification, feasibility study and preparation of comprehensive
subproject implementation plan (SIP)

(i) Institutional develoopment of water user associations (WUAS) and detailed design
(i) Tendering and construction of irrigation and associated infrastructure

(iv) Initial O&M, and Agriculture and social development activities

(v) Post-investment monitoring and support

4, The flowchart in Appendix 6 presents the sequence of activities, which will be
institutionalized under the Project. Proper monitoring and evaluation mechanisms will ensure
quality and will contribute to learning lessons to fine tune, adapt and simplify the concepts during
the implementation period. Internal monitoring and quality control system will be improved and
be further elaborated, while an external technical audit will be established in the National
Vigilance Center and applied in the selected subprojects.

5. To ensure effective institutionalization of the improved arrangements, the Project will start
with a cluster of up to 6 districts in each development region under RPSU.! One sample
subproject will be selected in each region and be prepared and implemented by SMU/RPSU with
the assistance of the ISPM consultants, while inviting the SMU staff of other districts in the
cluster at key stages of the subproject development cycle as on-site training, following which
other subprojects in the cluster will be prepared and implemented. After preparation of the SIPs

In initial years, DOl and DOA may depute the staff of districts where Project activities have not been started to the
cluster districts for the purpose of on-site training and in-house support to activities of the selected districts.
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and strengthening of the concerned WUAs, RPSU will start the same process in the next cluster
of districts. Six clusters will cover all the districts by the end of the third year.

C. Arrangements in Each Development Stage
Stage 1. Subproject Identification, Feasibility Study, and SIP Preparation

6. District/ River Basin Irrigated Agriculture Development Strategy. The Project will
start with the preparation of the district/ river basin irrigated agriculture development strategy,
which includes the mapping of irrigation inventory, water resources availability, poverty status,
marketing opportunities and infrastructure, and ongoing and prospective Agriculture Perspective
Plan (APP) and other relevant projects and programs. Sample strategies will be prepared by
ISPM consultants, following which local firms engaged by CPMO will prepare the strategies of
the remaining districts in coordination with RPSU. WECS will provide coordination support to
update the existing irrigation inventory. The local firms may subcontract with NGOs for this
purpose. Available district strategies prepared by other programs such as in DFID-financed APP
Support Project will be effectively utilized. The strategy will also be prepared in consultation with
the District Agriculture Development Committee (DADC).

7. Information Campaign. In parallel to the above process, CPMO will initiate information
campaign of the Project. Specifically, CPMO will issue to all DDCs and VDCs a letter or circular
that provides a clear explanation of the Project and the process whereby local water user
associations/ groups within the VDCs/DDCs can initiate actions to obtain Project assistance. The
NGOs working for updating the irrigation inventory will also deliver the circular to the WUA
communities, while presenting the project information in individual DDCs and VDCs. A similar
letter will also be circulated to the local NGOs through the DDCs, and to the WUAs through
National Federation of Water User Associations Nepal (NFWUAN).

8. WUA Request/ Application. On the basis of the information received, interested water
user associations/ groups will form an ad-hoc WUA committee (comprising representatives from
head to tail reach, women and ethnic minorities if any) and request FMIS renovation to district-
level SMU with the endorsement of the concerned VDC and DDC chairpersons. The request will
include the brief scope of renovation works proposed for the Project funding, along with the
necessary agriculture and social development support services. At this time, WUA will submit a
deposit at the rate of NRs50 per ha, which will be returned if the subproject is not selected.

9. Initial Screening and Prioritization. For the purpose of assisting the subproject cycle
starting from screening, RPSU will recruit local NGOs that meet the specified criteria and work
under the supervision of each SMU on an annual basis, with necessary training provided by
ISPM consultants.? In response to the requests submitted to the SMU, the selected NGO in each
district will visit the subproject area and check the content of the WUA request, based on which
SMU will evaluate the requests in the light of the screening criteria as described in para 44 of the
aide memoire, and short list the prospective subprojects.® The NGO will also screen the land
acquisition and resettlement impacts using the resettlement checklist.

National Federation of Water User Associations Nepal (NFWUAN) will be contracted with ISPM consultants to
undertake the concerned activities in the selected districts (where its district chapters have been established) with
capacity strengthening support by the latter. After demonstration of effective performance, they may be further
contracted by RPSU.

ISPM consultants will assist the initial NGO field confirmation activities. The initial shortlists for each district will
also be forwarded to RSPU and CPMO for quality checking.
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10. At this stage, an SMU field visiting team is formed comprising an engineer in IDD/IDSD,
subject matter officer in DADO, and a planning officer in DDC, and NGO staffs including female
staff. The team will visit the area of the proposed subproject to assess the problems and possible
solutions covering irrigation, agriculture, and social development aspects.* The team will also verify
the NGO'’s screening report by meeting with the WUA and affected people, including any voluntary land
contribution. During the initial implementation period in each district, ISPM consultant(s) will also
accompany the team to provide on-site training of the visiting team. During the field visit, the
visiting team will meet with the people of different classes, both inside and outside of the FMIS to
find out their views. In particular, NGO staff will undertake participatory rapid rural appraisal
(PRRA) that includes a series of public meetings to discuss the subproject concept and
independent meetings with individual groups including women, ethnic minority, marginal farmers
and landless people, and people outside of the subproject area who might be negatively affected
(e.g., downstream FMIS). The PRRA will determine:

0] If there is broad, popular support for the proposed subproject.
(i) If there is any opposition to the proposed subproject, and if so, its extent.

(iii) Exiting water use practices and accurate current subproject boundaries and
prospective expansion area.

(iv) Beneficiary willingness to assist with land provision and to assume the O&M costs
including establishment of emergency reserve fund.

(V) Basic characteristics of the community, specific interests, concerns and development
needs in head, middle, tail reaches of the canal, various categories of farmers, ethnic
minority and women groups.

11. At the end of the survey the team will discuss their findings with the concerned WUA ad-
hoc committee members along with general beneficiary farmers, which will be duly recorded in
the signed minutes by the visiting team leader and the WUA committee chair.

12. When the visiting team is sure that the subproject has both technical and social potential,
they will prepare a proposed subproject pro-forma, which includes a conceptual layout sketch of
the area benefited, the location of the diversion works, main canal and principal distributaries,
current socio-economic structure and status, and key constraints in agriculture and social
development. On the basis of the completed pro-forma of the short listed subprojects, the DADC
will prioritize the proposed subprojects following the subproject selection criteria as stipulated in
para 44 of the aide memoire, with the presence of the District Appraisal Committee (DAC)
comprising the chiefs of SMU, DADO, and Agricultural Development Bank of Nepal (ADBN) and
at least one ISPM consultant designated by its team leader. DAC will present the subproject pro-
forma to DADC. The prioritized subproject ranking and pro-forma will be forwarded to RPSU and
then to CPMO that will review and advise on the quality of work with the assistance of the ISPM
consultants.

13. Feasibility Study and Subproject Implementation Plan (SIP). For prioritized schemes
detailed data collection and survey for appraisal will be undertaken. For this purpose, ISPM
consultants will prepare initial sample feasibility study reports and SIPs. Afterwards, eligible
private firms will be engaged by RSPU with necessary training provided by ISPM consultants to

Prior to this, RPSU/ CPMO will organize training to the concerned staff in SMU and supporting public
organizations with the assistance of ISPM consultants on the required procedures and arrangements
encompassing the subproject development cycle. One subproject site will be selected in each district cluster as
on-site training site for the Project staff in the district cluster.
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undertake these activities in association with the NGOs and line department staff.” Latest data on
social, topographic surveys, water level, stream flow, agriculture, and environment will be
collected. Accurate boundaries of the existing and proposed command area will have to be
established on an appropriately sized map with field confirmation of irrigation water. Specific
benchmark beneficiaries are identified representing geographical locations and social groups for
socio-economic aspects and the data duly recorded for further follow-up in the later stage. The
collected data and information, including the PRRA will be used to prepare a FS report, based on
which a comprehensive SIP will be prepared to lay out specific programs, their schedules, and
institutional responsibilities while stipulating the specific output targets for WUA strengthening
(including institutional development and immediate self-help works such as remedial works to
redress deferred maintenance and improvement of field channels), irrigation infrastructure, and
agricultural and social development.® In preparing SIP, particular attention should be provided to
establish effective linkages with the existing programs and projects in the agriculture and rural
development sector.’

14. The assigned firm will also prepare (i) an Initial Environmental Examination (IEE)
following Appendix 18 (Environmental Assessment Procedures and Arrangements), and (ii) a
draft resettlement plan (RP) in association with the NGO under supervision/ guidance of the
resettlement specialist in RPSU, following Appendix 19 (Resettlement Framework). These are
also to be included in the FS report.

15. These processes will be undertaken with active consultation with the stakeholders. SMU
will provide day-to-day supervision of the process, whereas RSPU and ISPM consultants will
jointly provide oversight guidance and quality control in this process, by sending a mobile team to
confirm the content of the draft output. The draft will also have to be discussed and endorsed by
the WUA executive committee meeting, of which minutes are duly prepared. It will also be
forwarded to DADC. This will then forwarded to CPMO through RSPU for approval by PAC.2 The
approved SIP will be included in the District Agriculture Development Plan (DADP) of the
concerned DDC. Initially, the FS report and SIP including IEE and draft RP will be submitted to
ADB for review and endorsement prior to the implementation of the SIP. Once it has been
established through a joint review by the Government and ADB that outputs have achieved the
desired level of quality, they will be retained in CPMO for use by ADB during review missions.

Stage 2: WUA Institutional Development and Detailed Design

16. Institutional Development. With subproject approval, the process of establishing WUAs
under the legal framework of the Water Resources Act (1992), Regulation (1992), and Irrigation
Regulation (2000) is initiated, along with the strengthening of the WUA in accordance with the
institutional development plan included in the SIP. For this purpose, the concerned WUA is to
nominate a qualified community organizer (CO) from amongst its members, who will be
contracted with SMU to facilitate the concerned WUA to strengthen its organization with the

® IDD/IDSD and DADO may provide available staff resources to undertake specific planning activities in

consultation with farmers and provide inputs to the private firms’ works. Outsourcing arrangements for actual
service delivery will be considered for SIPs prepared in the absence of effective line agency inputs.

SIP will also stipulate the required level of agriculture inputs to achieve the output targets, and possible delivery
mechanisms of the necessary inputs including those delivered by the private sector.

Including the Rural Microfinance Project, proposed Gender Equality and Empowerment of Women Project,
Decentralized Rural Infrastructure and Livelihood Project, Commercial Agriculture Development Project, Skills for
Employment Project, and DFID-assisted APP support project, among others.

PAC approval does not include the detailed design, which will be undertaken during the WUA strengthening stage
with more intensive consultation with the WUAs and endorsed after the signing of the memorandum of
agreements (MOA) for subproject implementation.
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support by the NGO. The COs will also work closely with association organizers (AOS) in
IDD/IDSD in providing motivation and support to the community. AO capacity will also be
strengthened by ISPM consultants to take on the role of supervising NGO and CO activities.

17. The CO will start with an information campaign to the stakeholders. Then, an inventory of
beneficiary households inside the subproject area is updated. In this process, direct
beneficiaries, other relevant stakeholder groups (such as landless dalit), and respected local
leaders will be identified, and a complete list of beneficiaries will be established. On the basis of
this, the ad-hoc Management Committee will be modified as necessary, to promote appropriate
representation of various stakeholder groups within the subproject area. Subsequently, the
Committee will prepare, with the facilitation of the CO and the NGO who will be trained by ISPM
consultants, draft WUA constitution, by-laws, and rules and regulations that define the
organizational setup, and operational arrangements and procedures. They will also (i) organize
general meetings; (ii) enroll members with a focus on direct beneficiaries ensuring larger farmers
participate; (iii) form village, and other social-based groups; (iv) discuss and finalize beneficiary
contribution arrangements for investment and O&M;° (v) organize the first WUA general
assembly; (vi) apply for registration; and (vii) conduct an election within the specified time frame.
(Specific member, task force or sub-committee may be assigned to promote these processes as
appropriate.) The WUA will also appoint a manager and a treasurer, and conduct regular
meetings to review and promote the progress of WUA establishment and strengthening activities
with the presence of the CO trained by the NGO. Training for financial management including
accounting will also be provided from the trained NGO staff.

18. As a process to strengthen the institutional basis, the WUA, through facilitation by the CO
and support by the irrigation management section of IDD/IDSD designated by SMU, will also
undertake immediate works as stipulated in the institutional development plan under the SIP,
including the immediate remedial works to redress the impact of deferred maintenance. At the
same time, the CO and the designated IDD/IDSD staff will facilitate the formation of the branch
canal, turnout, and field channel groups as units to receive agriculture extension and support
services later. These groups are encouraged to have at least 35% of women, and motivated to
place and manage watercourse and field channels to improve the intra-unit irrigation efficiency.

19. Participatory Detailed Design. During this stage, data collection for detailed design of
the engineering works is initiated and the design work itself follows submission of the design data
through a consultative process with the farmers including joint walk-through. The same private
firms may continue their engagement for this purpose. To support the process, the ISPM
consultants will review the existing design standards and update/ improve those in the light of the
international and local indigenous experience to promote more efficient and low-cost (in terms of
investment and O&M) yet durable structures.

20. When the WUA ad-hoc Management Committee is operational, and after the membership
enrollment has exceeded two thirds of farm households in each subgroup representing head,
middle, and tail reaches of the FMIS, the firm and assigned engineers by SMU will present to a
general WUA meeting (i) the design concept and (ii) the specific works undertaken by farmers as
beneficiary contribution including the required amount for discussion. A joint walk-through with

As to O&M, farmers are encouraged to apply an arrangement that the contribution will not disbenefit the smaller
farmers and the poor in particular for investment works, e.g., by applying landholding based contribution with
special arrangements to reduce the burden to those who have fewer assets. Collection of cash contribution to
enhance the initially collected deposit will be initiated to establish reserve fund for emergency works, by motivating
farmers that WUAs capable of providing higher matching fund will be prioritized in delivering emergency
rehabilitation assistance by the Government in case of damages due to significant natural calamities.
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the direct beneficiaries will also be arranged. Based on the farmer feedback, additional design
data, if required, will be collected and draft final designs prepared. The field consultation will be
duly recorded and minutes signed by the WUA ad hoc Committee chair and kept in SMU. The
design is presented at a design meeting at RPSU involving the RPSU design engineer and
relevant members of the ISPM consultants.'® It will also be checked by DOI design section in
terms of its compliance with the improved design standards.

21. At this time, a list of direct beneficiaries and their landholding size and how much each
will contribute in cash, kind, or in labor will be prepared, through facilitation by the CO and the
NGO. Farmers will bear the cost on the basis of their landholding, contributing 10% of the total
construction cost per ha of land. The amount corresponding to 10% of the per-ha construction
cost of diversion structures will be deducted for farmers having less than 0.5ha of land, whereas
farmers having more than 1ha and 5ha of land will bear additional 2% and 5% of the cost. After
estimating the total beneficiary contribution, further adjustment of its distribution to reduce the
burden of the smaller farmers will be encouraged.

22. Resettlement Plan. In parallel to the activities ongoing in this stage, the draft RP will be
refined and finalized by the firm and the NGO under supervision/ guidance of the resettlement
specialist in RPSU. The prepared RP will be forwarded to ADB for approval.

23. WUA Endorsement of Design. After the completion of these processes, a general WUA
meeting will be called to discuss and finalize the detailed design including the works undertaken
by the WUAs for beneficiary contribution, and the contribution arrangements by the individual
farmers. The representatives of the firm and NGO, an engineer and AO designated by SMU, and
the minutes duly prepared and signed by the ad-hoc Committee and kept in SMU.

24. Signing Memorandum of Agreement (MOA). The activities related to Stage 2 of the
subproject development cycle culminate in signing an MOA for subproject implementation, which
set out specific subproject activities undertaken, schedules, and institutional responsibilities. It
will be signed by an elected management committee of the WUA, subproject manager in SMU,
head of DADO or DDC. The agreement will only be signed when the following conditions have
been met and confirmed by the mobile team from the RPSU.

0] Membership enroliment in the WUA includes representation from a minimum of 70%
of the direct beneficiary households in each geographical group representing head,
middle, and tail reaches of the system. At least 33% membership is targeted for
women.

(i) The WUA has engaged a manager who has been working on their behalf for at least
4 months prior to the signing of the MOA, along with a qualified treasurer.

(iii) The WUA has finalized its constitution and by-laws, has been registered in the
concerned district administration, and has undertaken election. At least 33% of the
management committee members should be women.

(iv) The engineering designs, beneficiary contribution works and arrangements have been
discussed in WUA general meeting and endorsed.

(V) The WUA has (a) collected the initial upfront cash contribution (or in-kind contribution
converted to cash) amounting to 0.5% of the total irrigation infrastructure cost
estimate deposited to the joint account by WUA and IDD/IDSD, and (b) agreed to

10 Critical review is needed to ensure that the physical works are optimal and affordable by beneficiaries while not

compromising on the technical quality standards.
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build up the fund through annual contribution during and after infrastructure works to
the target to be fixed in the SIP.

(vi) The WUA has demonstrated, through their record, that they have conducted regular
meetings and the Management committee has met monthly for at least 4 months prior
to the signing of the MOA.

(vi)  The WUA has completed all the immediate activities as stipulated in the institutional
development of the SIP, including the immediate remedial works to redress the
impact of deferred maintenance, and has agreed to continue self-help system
improvement works such as placement of watercourse and field channels.

25. Regular SMU-WUA Meeting. On the basis of the MOA, the SMU will establish joint
SMU-WUA meetings that will be regularly held at the district headquarters or subproject sites to
review the progress of implementing the SIP, and further decide on the activities, schedules, and
responsibilities of the concerned organizations during the next interval period. The WUA will form
a subproject monitoring committee (SMC) who will be trained by RSPU staff and ISPM
consultants on the subproject monitoring and reporting arrangements.** Representatives of SMC
will participate in SMU-WUA meetings along with other key WUA executive members.

Stage 3: Approval of Detailed Design, Tendering, and Construction

26. Approval of Detailed Design. After MOA signing, the concerned SMU will submit the
detailed design to RSPU along with the copy of the signed MOA. For the purpose of the Project,
all designs and cost estimates must be approved by the RSPU after checking by the ISPM
consultants. These will also be sent to CPMO for file. Upon approval of the detailed design, the
concerned WUA will implement the resettlement plan with the support of the NGO following the
Resettlement Framework.

27. Initiation of WUA Works. At this time, the SMU will motivate the WUA to initiate the
works stipulated as beneficiary contribution in MOA, with the technical support and under regular
monitoring by the engineer and/or overseer designated by SMU, who will ensure the sufficient
work standards and quality.*> The CO will facilitate the labor mobilization with occasional
supervision by the NGO staff. Upon 50% completion of the WUA beneficiary contribution works,
the head of SMU and a quality control monitor from ISPM consultants team in the RPSU will visit
the work site and confirm the its progress and quality, based on which RSPU will issue an
authorization letter to SMU for initiating Project-financed construction works, of which copy will
be sent to the CPMO for file. The rest 50% of the beneficiary contribution works must be
completed by the time 50% of the Project-financed civil works have been completed.

28. Tendering, Contract Signing, and Work Initiation. Upon confirmation of a reasonable
progress of the WUA works, tendering for the Project-financed civil works will be initiated by
SMU, following the procedures stipulated in the Public Works Directives. Private contractors will
be invited for the construction of diversion and other key concrete structures, whereas WUAs
may participate in earthworks and simple structure works up to NRs100,000 each either through
(i) provision of materials and mobilization of paid labor under supervision of designated
overseers or (ii) direct contracting with WUAs where WUA capacities for undertaking works have
been demonstrated. In all cases, contracts are signed or works initiated only after issuance of the
aforementioned authorization letter. The WUA will also sign off the contract as witness and

" The WUA/ SMC will also record the subproject activities done by the service providers at the recipient level.

Simple structure works may be included in the beneficiary contribution works, in which case the Project will deliver
materials and technical support (through overseers) while WUAs mobilize labor contribution.
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provided with the copy. The WUA management committee members are not allowed to work as
contractors in any of the construction works under the subproject.

29. To direct benefits to the poor, WUA will form groups comprising disadvantaged ethnic
minority and occupational caste men and women, and engage these groups in undertaking their
entrusted works under the Project to these groups as per the standard wage rate of the district
applied for the construction works, as well as the WUA contribution works. The concerned
IDD/IDSD and WUAs will also promote their engagement in the construction works done by the
private contractors. The contractor will also apply existing DOI rate to the unskilled wage labor.

30. Construction and Monitoring. During the construction by contractors, the WUA will be
involved in monitoring construction done by contractors. For this purpose RPSU staff and ISPM
consultants will train SMC on construction monitoring. The subproject manager will issue
instructions to the contractor while giving the SMC members as well as elected VDC members
the right to lodge written complaints to SMU. SMU will mobilize a site overseer either from
IDD/IDSD or by recruiting and training local agent, who will undertake work supervision on a
daily basis. Contractors will maintain work records including photographs taken at key stages
following the construction management guidelines to be improved by DOI with the assistance of
ISPM consultants, for periodic review by the construction supervisors as well as technical
auditors from the National Vigilance Center. As built drawings will be prepared by the contractor,
and copies handed over to the WUA and the concerned IDD/IDSD.

31. O&M Committee, Initial Training and Planning. At this stage, the WUA will also
establish an O&M committee. It is desirable that the members in the SMC trained on construction
monitoring will join this committee since they will have developed an understanding of the nature
and purpose of the infrastructure. The committee will prepare an O&M plan for the subproject
with the assistance of the engineer in the institution and training branch of IDD/IDSD with training
by RPSU and ISPM consultants. The O&M plan will comprise operational plan (corresponding to
flow levels in different cropping seasons), maintenance plan, and resource mobilization plan.

32. Preparation for Agriculture and Social Development Works. Upon completion of all
the works under WUA beneficiary contribution, the WUA will consult with SMU staff regarding the
scope and implementation arrangements for the agriculture and social development activities
under the SIP, in particular whether the services will be delivered by the concerned public
agencies or the contracted NGOs/ firms. This will be jointly decided by SMU and WUA on the
basis of (i) services provided by the agencies at the SIP preparation stage; (ii) WUA preference
(under the available program expenditure amount for them); and (iii) agency field staff
availability. However, the Project will encourage the application of different modalities and
evaluate their cost-effectiveness while pursuing its improvement during the Project period with
necessary training of staff. A critical review will be undertaken at the time of the mid-term review,
based on which appropriate modalities will be further assessed.'® On the basis of the decision,
the concerned agency will engage qualified NGOs/firms as necessary. The final scope of the
agriculture and social development activities will be forwarded to the DADC for re-endorsement
and incorporated in the annual DADP. At this stage, the WUA will form an agriculture and social
development committee (ASDC) that will take a leading role in planning and undertaking the
WUA's development activities.

3 In the event that the cost-effectiveness of the public sector service delivery arrangements adopted under the

Project is verified, the Government will consider introducing appropriate additional incentives to the field staff who
provide services under the Project, by establishing agreements between the Ministry of Finance and the
concerned ministries in accordance with the provision of the Financial Procedures Act.
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33. Joint Inspection at Completion of Civil Work. Upon completion of the civil works, a
joint inspection will be organized by WUA, designated IDD/IDSD staff, ISPM quality control
engineer, and an RPSU staff. To ensure the quality of works, payment of the last installment of
the contractor will only be effected after their field inspection and recommendation in accordance
with the design.

Stage 4: Initial O&M, and Agriculture and Social Development

34. The Project will provide support for initial smooth operation of the constructed facilities
while providing agricultural and social development services and capacity development support
for the technical, administrative, and organizational management functions of WUAs as effective
and sustainable O&M and agriculture and social development organizations. At the outset, the
annual program for this stage will be discussed with the WUA Management Committee who will
present it to the WUA general meeting. SMC in the concerned WUA will maintain records of the
specific services provided by the designated service providers for agriculture and social
development (through ASDC) and system O&M and WUA management support (through O&M
committee) and report and discuss the progress, performance, and further necessary actions at
the regular SMU-WUA meetings.

35. Test Run and Rectification. Upon confirmation that the civil works were completion in
accordance with the plan, test runs will be undertaken with the presence of WUA SMC members
and engineer/overseer designated by SMU by testing the water distribution at different flow
levels of the main canal using flow measurement devices, with a particular attention that
intended canal flow is duly achieved at key locations including the tail end and expanded
irrigated area. Any deficiencies should be noted and rectified by the concerned contractors or by
SMU, depending on the nature of the deficiencies. The flow data measured at key locations will
be duly recorded in the system layout map and forwarded to RPSU for any advice of necessary
actions taken.

36. System Operation and Performance Monitoring. Prior to the start of each irrigation
season, the WUA O&M committee will prepare the system operational plan by collecting
irrigation demand from each branch canal group, including the arrangements to share water
resources at low flows, with the facilitation of the CO. A designated engineer/overseer from the
irrigation management unit of the concerned IDD/IDSD will be trained by RSPU including ISPM
consultants and be present when the operational plan is finalized, which will be sent to the RPSU
for any advice. During the initial year of operation, SMU will closely monitor and advise, through
the designated staff, the system operation or water distribution within the subproject areas. For
this purpose, the CO will be trained (by the concerned NGO selected at the first stage with
assistance from RSPU and ISPM consultants) to monitor the actual irrigated areas in different
cropping seasons in particular the water availability in the subproject boundaries, and facilitate
the branch canal groups to coordinate with each other for effective water distribution.

37. The O&M committee will record the water availability and distribution arrangements within
the concerned FMIS. The designated IDD/IDSD staff (or an outsourced agent) will visit the
subproject area on a monthly basis and whenever there are any problems encountered in
delivering the water across the intended areas, promote necessary coordination among branch
canal groups, and record and report the status of water distribution (actual irrigated areas, water
availability, distribution arrangements, any actions taken to ensure availability in the intended
areas), to be forwarded to RSPU for any advice. Mobile team in RSPU along with the ISPM
consultants may be invited to assist the resolution of any distribution-related problems.
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38. Based on the experience of the initial FMIS operation as recorded by the WUA O&M
committee and the designated IDD/IDSD staff, the O&M committee will prepare and finalize the
system operational plan for the next irrigation season and implement it in the same manner.

39. Maintenance Planning and Implementation. At the same time, and in particular at the
end of the monsoon season, the O&M committee will also prepare the system maintenance plan
with the assistance of the IDD/IDSD staff (trained by RPSU including ISPM consultants) through
() joint walk-through by O&M committee members, the concerned branch canal group
representatives, and the IDD/IDSD staff; (ii) identification of any maintenance needs; (iii)
preparation of the maintenance plan including the resource mobilization requirements and rating
for each beneficiary farmer in cash and/or in kind including labor. Particular attention will also be
paid to assess the annual requirements to further build up the reserve fund for major
rehabilitation or maintenance works, for which the WUA is motivated to establish at least 50%(to
be further confirmed) of the material and skilled labor costs of the potentially vulnerable
structures, building on the upfront cash contribution collected earlier. The DOI will ensure that the
any further assistance that may be provided in case of major natural calamities will be allocated
on the basis of the WUA capacity to provide sufficient matching fund from their reserve fund.
SMU will closely monitor and train the WUA to implement the maintenance plan up to a full year
after completion of the civil work or for a longer period as necessary.

40. Agriculture Extension and Support. The Project will support agriculture extension
services in the subproject area to promote adoption of high-yielding and improved varieties of
crops and their diversification through (i) field demonstration and training through a farmer field
school approach; and (ii) other types of training. For field demonstration, field channel groups
formed, motivated throughout stages 2 and 3, and having established good field channels
through their self-help efforts will be selected by the selected service provider on a priority basis.
Demonstration plots will be selected from among the landless people (operating on landowner’s
land), marginal and small farmers, and those who agreed to repay the cost of input materials to
the WUA. From each group, two members, a man and a woman will be selected as group
leaders who will be trained at the district level to serve as local extensionists. Upon completion of
each crop season, the concerned farmers on the demonstration plot (including those who
received the demonstration mini kit) will repay the stipulated amount in cash or in kind to the
WUA treasurer which will be deposited as resource fund, based on which WUA will undertake
the next round of demonstration by purchasing demonstration materials and mobilizing WUA
extensionists, NGO technicians, and/or DADO staff as necessary using the fund generated.

41. During this stage, RPSU in consultation with SMU will identify several FMIS that are most
successful in the concerned region in terms of system O&M and agriculture impacts, and
organize farmer tours and on-site workshops by inviting selected WUA executive members and
its extensionists. ISPM consultants will provide necessary training.

42. Foodgrain Seed Multiplication. Following the SIP prepared based on the assessment
of the farmer needs and willingness to purchase improved foodgrain seeds, the selected agents
will assist the seed multiplication activities of the enterprising farmers to produce the required
amount of improved seeds within the subproject area and its vicinity. For this purpose, the
SMU/RPSU will deliver foundation (or first generation certified or C1) seeds from agriculture
research station and/or National Seed Company (or local C1 seed producers), as well as
necessary inputs such as fertilizer for demonstration purposes. On the basis of this, seed
multiplication will be undertaken by the selected farmers having sufficient soil conditions with the
technical support of the selected agents. After the crop season, the harvested C1 (or C2) seeds
are sold to the other farmers who showed interest, whereas the seed multiplier farmers will repay
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the cost of inputs provided by the Project to the WUA, which will be used for the next generations
of seed multiplication activities. The SMU/RPSU will further facilitate the purchase of foundation
or C1 seeds by WUA to sustain the process.

43. Social Development Support. In the context of promoting agriculture development, the
Project will support activities of the specific needs of the vulnerable groups, such as vegetable
gardening, income generation with micro-credit, and other relevant activities, in accordance with
the SIP. Among these, agriculture activities are provided in the same manner as agriculture
extension and support services. The groups of poor people formed and engaged for construction
works will be targeted for the delivery of social development services.

44, Where appropriate (e.g., in subprojects having a large number of landless, and marginal
and small farmer groups), RPSU and SMU will facilitate establishing a linkage between
vulnerable WUA member groups and available microcredit resources including the Rural
Microfinance Development Center (RMDC) and its network of microfinance institutions (MFIs) to
promote group savings and deliver microcredit. Initially, qualified MFI having access to RMDC
will be subcontracted by ISPM consultants to support their initial setup activities while mobilizing
capacity development support by RMDC through mobilization of resources under ongoing ADB-
assisted Rural Microfinance Project. After establishment of the model, the concerned IDD/IDSD
will engage qualified MFIs to deliver microcredit and impart training to the beneficiaries.

45, At the same time, the SMU may arrange for the delivery of other technical services by the
staff resources available at the district level following WUA member requests, including
dissemination of practical knowledge for income generation such as rice cum fish culture, crop
processing, livestock, and cottage industries. The necessary funding will be transferred from
IDD/IDSD to the concerned agents.

46. Performance Monitoring of Agriculture and Social Development. The SMU will
monitor and evaluate (i) the activity performance and impacts of agriculture and social
development activities; and (ii) overall impact of the subproject operation. These will be
monitored by the ASDC of the concerned WUA with the facilitation of the CO and capacity
development support provided by the concerned NGO. Specifically, the latter will be done by
collecting impact information from the key benchmark farmers. On the basis of the performance
monitoring, the SMU and the WUA will undertake at the end of each irrigation season the review
and planning for the agriculture and social development services for the next irrigation season.
For this purpose, the agriculture and social development monitors in ISPM team will visit the
subproject area and review and discuss with the ASDC and SMU on the progress and issues,
and decide on the programs and actions for the next season in the light of the SIP. This will be
duly recorded and filed in the RSPU.

47. WUA Training for Organizational Management. By this stage, CPMO/RPSU and ISPM
consultants will develop a curriculum to strengthen sound administrative and financial
management of the WUAs. On the basis of this, socio-economists in RSPUs will provide training
to the WUAs with the assistance of the ISPM consultants. At the same time, WUA will engage an
accredited auditor to undertake financial audit and submit the audit outputs to the District
Administration as per the requirement.

48. As a part of the program to strengthen the functions of the WUA and in particular the
ASDC, the ISPM consultants will prepare a training for strengthening their bargaining capacities
through improved technical, organizational, and managerial functions (such as organizing
collective purchases and sales) to achieve better deals with inputs and service providers and
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marketing agents while making those providers and agents responsive and accountable to
clients. Field trip to interact with the successful farmer organizations in this regard will also be
arranged by the consultants.

49, The SMU will closely monitor WUA performance in terms of (i) proper functioning of the
groups/ committees through regular meetings and activities; (ii) regular book keeping in
membership, activity records, meeting minutes; beneficiary contribution, and finance,
encompassing their activity areas including agriculture and social development, facility O&M, and
general administration; (iii) capacity to monitor and report to SMU the program performance and
impacts while identifying measures to resolve any problems. These are recorded on a regular
basis by SMU and reported to RPSU for file and advice.

50. Annual Program for the Post-investment Phase. By the end of the 12" month, SMU
and the WUA (in particular ASDC and O&M committee) will jointly work out the draft annual work
plan for the subsequent year, stipulating the programs and activities for (i) agriculture and social
development (by ASDC) including the further development programs undertaken by using the
seed fund generated; (i) O&M-related activities; and (iii) general administrative matters. On the
basis of the performance evaluation, specific areas where further technical and facilitation
support by the Project organizations (including IDD/IDSD, DADO, and COs) will be identified,
and required inputs agreed. The annual work plan will be discussed with the MIT sent from the
RPSU including the ISPM consultants, and will be endorsed by the RPSU. Upon confirmation
that the concerned subproject has substantially achieved its output targets, the RPSU in
consultation with CPMO will issue an authorization to SMU to sign the subproject completion
certificate with the WUA, which confirms the services provided, and stipulates the responsibilities
of WUA and of the Government institutions to manage the FMIS in a sustainable manner. SMU
will then proceed with initiating the activities for a feasible new subproject.

Stage 5: Post-turnover O&M, Monitoring and Support

51. After the completion of the subproject investment activities such as irrigated infrastructure
and Project-funded agriculture and social development support, WUA will operate the annual
activity cycle including (i) the planning and implementation of O&M activities, (i) WUA agriculture
and social development activities using the funds generated from the Project support, and (iii)
performance monitoring including external financial audit.

52. To ensure effective and sustainable operation of these functions, periodic performance
monitoring will be made operational, through (i) WUA monitoring and report to the SMU in activity
performance for agriculture, system O&M and general administration as well as in agriculture
and social impacts; and (i) monitoring by SMU by fielding the concerned staff of IDD/IDSD,
DADO, and/or NGO. The key representatives of the WUA are invited to SMU to report and
discuss the status. The concerned IDD/IDSD and DADO staff will also be designated by SMU to
undertake regular monitoring and support activities by visiting the subproject area at key stages
of their operation, such as operational planning for each irrigation season, joint walk-through for
identification of maintenance requirements and arrangements, and agriculture and social
development review and programming, at least during the first year of the post-investment phase
and for further period as necessary. A succinct activity record and findings will be filed in the
SMU and forwarded to the RPSU for file and necessary action.
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D. Financial Management and Funds Flow™

53. To ensure effective Project implementation and timely fund release, the Government will
establish two Project accounts at the Nepal Rustra Bank immediately after the effectiveness of
the loan agreement, one for agriculture extension and support services, and the other for
irrigation and other development support. Two Project bank accounts will be established in each
district corresponding to the two central Project account.

54, The financial management process will begin with the preparation of an annual work
program and budget. This will be prepared by CPMO, comprising the plans from each of the
RPSUs and district SMUs and incorporating central and regional management activities and
costs. The CPMO will facilitate the submission of the annual budget program from the concerned
line departments and DDCs to the MOWR (for irrigation component) and the MOAC (for
agriculture component), to the NPC, and to the MOF prior to the approval by Parliament. The
annual budget and work program will also be forwarded to ADB for information, including the
counterpart fund requirements. Approval by Parliament is followed by Authority to Spend given in
turn by the concerned Secretaries of the ministries (originating from the MOF) and heads of the
delegated agencies and/or DDCs.

55. Irrigation Component. Project funding (other than beneficiary contribution fund)
comprising ADB funding and central Government counterpart funding will be pooled at the Nepal
Rustra Bank and then channeled to pay all costs of the Project (except for the costs funded by
the beneficiaries) through the following routs: (i) into the CPMO project operating account; (ii)
into the RSPU project operating account; and (iii) into the district SMU project operating account,
from which the Project implementation costs at each level will be incurred.™

56. Agriculture Support Component. Project funding comprising ADB funding and central
Government counterpart funding will be pooled at the Nepal Rustra Bank and then channeled to
pay all costs of the Project through the following routs: (i) into the DOA project operating account;
(i) into the RDA project operating account; and (iii) into the district development fund and then
each DDC'’s project operating account, from which the Project implementation costs at each level
will be incurred.

57. Reimbursement Procedure. The CPMO will prepare disbursement projections, request
budgetary allocations for the central counterpart funds, collect supporting documents, and
prepare withdrawal applications and send them to ADB in accordance with ADB’s Loan
Disbursement Handbook. ADB funding of the Project will be periodically be disbursed from the
ADB loan account into a subaccount of the Project account. The subaccount will operate as an
imprest account for the ADB funding of the Project. Payments for eligible items will be made
through this account. The statement of expenditure (SOE) procedure will be adopted to facilitate
reimbursement and liquidation of small contracts. The imprest account and the SOE procedure
will be established, maintained, and audited in accordance with the ADB’s Loan Disbursement
Handbook. The ceiling of the imprest account will not exceed the estimated ADB-financed
expenditure for the next 6 months, or $1 million, whichever is lower. The SOE procedure is
applicable for reimbursing eligible expenditure below $50,000 equivalent and liquidating
advances provided for in the imprest account.

14

s Financial questionnaire prepared during the appraisal process is included as Annex.

The Project will promote the devolution process of the small-scale FMIS interventions for implementation by the
DDCs with capacity development support, on the basis of which the fund may be channeled to the district
development fund and then to the DDC’s project operating account for irrigation.
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58. To ensure effective subproject management and transparency in operation, the
concerned public and private institutions participating in the subproject activities at district,
regional, and national level will submit activity and expenditure report to the SMU, RSPU, and
CPMO, respectively, which will be used as a basis for executing reimbursement procedures. For
transparency purposes, a community-based auditing mechanism will also be established,
including the development and operation of subproject-wise simple activity sheets that stipulate
all the individual program inputs and expenditures of the subproject for SMU and RPSU, which
will be periodically signed off by appropriate representatives of the concerned WUA as
witnesses, before SMU and RSPU submit the concerned reimbursement requests to the CPMU.
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ENVIRONMENTAL ASSESSMENT AND REVIEW PROCEDURES AND ARRANGEMENTS
INTRODUCTION

1. These procedures are prepared specifically for sub-projects of the Community-managed
Irrigated Agriculture Sector Project (the Project). They are intended to provide for effective
integration of environmental assessment and environmental management planning into the sub-
project preparation process, in accordance with the laws of Nepal, and conforms to the
requirements of the ADB.

OVERVIEW OF SUBPROJECTS

2. Under the Project 210 subprojects will be implemented in the 35 districts of the central
and eastern regions to rehabilitate and improve the existing farmer-managed irrigation systems
(FMISs). The sub-projects will comprise (i) participatory planning and beneficiary mobilization, (ii)
improvements to irrigation and associated infrastructure, (iii) agriculture and social development
support, and (iv) regular monitoring and support. An implementation procedure has been
designed for effective sequencing of these components. It comprises (i) formulation of irrigated
agriculture  development  strategy; (i)  information  campaign;  (ii)  subproject
screening/identification survey; and (iv) preparation of subproject implementation plan (SIP)
through feasibility studies; (v) WUA beneficiary mobilization; (vi) signing a memorandum of
agreement (MOA) by all concerned parties; (vi) preparation of detailed survey and design; (vii)
preparation and implementation of resettlement plan; (vii) tendering and construction; (ix)
agriculture and social development support; (x) completion and support to WUA in O&M; and (xi)
monitoring.

3. The first component, participatory planning and beneficiary mobilization, involves the
identification of viable subprojects and preparation of comprehensive subproject implementation
plans (SIPs) that spells out specific action plans and programs for water user association (WUA)
development, irrigation infrastructure, and agriculture and social development for each
subproject, to be prepared through a genuine participatory approach. Along with this process, the
WUA will receive support to be empowered to become community organizations capable of
mobilizing resources for subproject implementation and self-sustained O&M. This will occur on
the basis of a WUA institutional development plan specified in SIP covering membership
enrollment, formal registration and formation of executive structure and operational rules,
management of O&M and formation of agreements on land arrangements.

4. The second component, improvements to irrigation and associated infrastructure,
consists of improvements to FMISs in terms of (i) water availability throughout the year, (ii)
increases in their effective command area, and (iii) reduced susceptibility to damage from natural
occurrences such as floods and landslides. In accordance with the subproject implementation
procedures, these improvements will take place following thorough planning and feasibility study,
and the signing of a Memorandum of Agreement with the concerned parties. The technologies
that will be applied will generally be confined to surface water collection and harvesting, storage
and distribution. However, groundwater development and the use of tubewells and pumps may
be considered on a project-by-project basis if it can be shown that this is the most appropriate
technology and where there are strong extenuating circumstances regarding poverty alleviation.

5. Project sizes to be considered under this component will be limited to less than 1000 ha
(in command area in the terai) and be no smaller than 25 ha (in all areas). They will be farmer-
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owned and managed and will not have received previous external assistance. Smaller schemes
less than 25 ha may be considered under special circumstances. New projects, or those that
have had previous assistance, may be considered only if there are exceptionally high additional
benefits to be gained in terms of poverty alleviation. This component will address irrigation
improvement requirements in all 35 districts and in the regions of the terai, the churia and the
hills. A non-conventional irrigation improvement sub-component will be undertaken on a pilot
basis that will focus on those mountain, hill and terai areas where conventional surface irrigation
is not appropriate and where there are significant poverty issues. This will include new
technologies currently being applied in Nepal (e.g. micro-irrigation) that are appropriate for areas
with limited water availability, and facilitation and support for small low lift pumping in the terai.

6. The third component, agriculture and social development support, will establish more
intensive and diversified agriculture production systems and all-inclusive socio-economic
development in the subproject areas. In addition to intensified production it will promote (i)
adoption of high-yielding and improved varieties of crops; (ii) diversification of cropping patterns;
(iii) integrated pest management (IPM); (iv) improved on-farm water management as a basis of
these agriculture practices; and (v) cropping and irrigation calendar management to save time
and water.

7. The fourth component, regular monitoring and support, will operate institutional, technical,
social, and financial audit of the completed FMIS schemes including those assisted under
previous projects.

ENVIRONMENTAL ASSESSMENT AND REVIEW PROCEDURES IN NEPAL

8. Environmental Assessment is required under the Environment Protection Act (EPA) of
1997. Assessment and reporting requirements are set out under the Environmental Protection
Rules of 1997, as amended in 1999.

9. Section 3 of the EPA stipulates the environmental assessment requirements for irrigation
schemes. Initial environmental examinations (lIEs) are required for (i) new systems with
command areas of between 25 and 2000ha in the terai, between 15 and 500 ha in hill valleys
and between 10 and 200ha on steeper hill and mountain areas and (i) schemes to be
rehabilitated with command areas greater than 500ha for the terai, 200ha for hill valleys and
100ha for steeper hill and mountain areas. Environmental Impact Assessments are required for
new irrigation schemes with command areas greater than 2,000ha in the terai, 500ha in hill
valleys, 200ha on steeper hill and mountain areas, which are outside the scope of the Project.

10. Responsibility for preparation of IEEs and obtaining approvals rests with the project
proponent. For subprojects this is taken to be the Department of Irrigation (DOI). There are
several key parties involved in the environmental assessment of irrigation projects. First of all,
the project proponent in the case of the Project is the DOI. Supervision of the IEE process, and
the granting of approvals, is the responsibility of the concerned agency, which is taken to be the
Ministry of Water Resources (MOWR). The Environment Branch of the DOI is responsible for
liaison with this office. The final authority is the Ministry of Population and Environment.
However, in the case of IEE’s, the concerned agency has the approval authority.

11. The following procedures are stipulated under the EPA for IEE’s, that a work schedule,
incorporating Terms of Reference, is to be prepared for the IEE for the project in accordance with
Schedule 3 of the Environmental Protection Rules. Firstly, under Rule 5 of the Environmental
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Protection Rules this must be approved by the concerned agency, which is MOWR. Secondly,
investigations are to proceed according to the approved work schedule and these are
summarized in a report that must present key details of the project and predictions on
environmental impact, according to Schedule 5 of the Environmental Protection Rules. Finally,
the report must be approved by the concerned agency, the MOWR.

12. Specific guidance on environmental assessment is provided in the National EIA
Guidelines, 1993. Separate guidelines, based on these, have since been prepared for the
forestry and industry sectors. The Ministry of Physical Planning and Works has issued Public
Works Directive which give detailed generic guidelines for both IEE and EIA. The Public Works
Directives are issued under powers conferred on the Ministry of Physical Planning and Works by
Rule 62 of the Financial Administration Regulations (1999). The Public Works Directives form a
comprehensive amalgamation of the requirements of the Environment Protection Act, the
National EIA Guidelines, and the ADB guidelines.

D. SPECIFIC PROCEDURES TO BE USED FOR SUBPROJECTS UNDER THE SECTOR

LOAN
1. Responsibilities and Authorities
13. In accordance with Nepalese law and ADB requirements, the IEEs will be prepared for all

subprojects, and identified mitigation measures and environmental monitoring plan will be
implemented during the subproject implementation stage. At the DOI headquarters level, a
central project management office (CPMO) will be set up with class-I engineer as full time project
director, and will be responsible for overall environmental management, under technical support
and guidance from Environmental Section in SID. At the regional level, regional project support
unit (RPSU) will be established with director of the Regional Irrigation Directorate as project
manager of each region and will be responsible for day-to-day implementation of the Project.
RPSU will have an assigned staff to manage environmental activities with the assistance of the
consultants. At the field level, subproject management unit (SMU) will be established in each
district headed by the chief of the irrigation development division/ sub-division (IDD/IDSD), which
will undertake field operations including environmental planning and monitoring under
supervision by RPSU. Specific institutional responsibilities and authorities during the subproject
implementation cycle are stipulated as below.

Table 1. Institutional Responsibilities for Environmental Management

Subproject Requnsﬂ_ale Responsibilities
Stage Organization
Overall ISPM consultants Support capacity development of environmental planning, monitoring,
and management
EB in SWD Guidance for environmental planning, monitoring, and mitigation
MEQCB in PDMED Management of monitoring and evaluation data
CPMO (with ISPM Overall review and monitoring of environmental management
consultants) activities of the project, for incorporation in the regular project
progress reports
Screening RPSU/SMU Screen the project requests in light of environmental and other
criteria.
Planning RPSU/SMU/firms Prepare IEE (included in SIP), minimize avoidable losses, incorporate
mitigation measures, and prepare EMP
CPMO-EB in SWD Endorse IEE and SIP
Subproject Approve IEE and SIP
Appraisal
Subcommittee
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Subproject Responsible o
S'Eagie Org:fnization Responsibilities
Ministry of Water Approve IEE
Resources
WUA RPSU/SMU/NGOs/ Strengthen WUA including monitoring capacities
formation Cos
Detailed RPSU/SMU/ firms Assist preparing RP, incorporate EMP into engineering design and
Design specifications
RPSU/SMU/NGOs Prepare and implement RP
CPMO-DB in Approve detailed design
PDMED
Construction | Contractor Implement required environmental measures
RPSU/SMU/firms Supervise contractor implementation of environmental measures
Agriculture RPSU/SMU/firms/ Implement specific environmental mitigation measures incorporated
and social NGOs in the agriculture and social development programs
support
Operational DOI Provide budget to undertake annual monitoring and audit
RPSU/SMU/NGOs Carry out annual performance audit of completed schemes. Support
(during Project) additional mitigation measures as necessary
RID/IDD/IDSD/DDC/ Same as above.
DADO (after Project)
WUAs Monitor agriculture practice and impacts and report them to SMU

DB=Design Branch; EB=Environmental Branch; MEQCB=Monitoring, Evaluation, and Quality Control Branch;
PDMED=Planning, Design, Monitoring and Evaluation Division; SWD=Surface Water Division

14. IEEs will be prepared by private firms that will be engaged by the CPMO or RPSU to
undertake feasibility studies and prepare SIP, under the supervision of the SMU. RPSU will be
responsible for reviewing IEEs for adequacy and submitting to Environmental Branch in the
Surface Water Irrigation Division (SWID) of DOI through CPMO, and then to the environmental
section of MOWR for their endorsement. Then, the endorsed IEEs, combined with feasibility
studies and SIP will be placed for approval by the central Subproject Appraisal Sub-committee
(of the Project Steering Committee), chaired by the Director General of the DOI and comprising
staff from DOI, MOWR, DOA and other concerned agencies. Finally, the IEEs will be sent to
MOWR for final approval.

15. Initially, the drafts of the feasibility studies and IEEs shall be submitted to ADB for
concurrence until it is deemed that sufficient mechanisms have been established to ensure
quality. Nevertheless, for schemes larger than 1,000ha in command area, the feasibility studies
and IEEs will be submitted to ADB for concurrence.

2. Environmental Criteria of Subproject Selection/ Identification

16. The following environmental criteria for subproject selection will apply during the
implementation of the Project: (i) the subproject must have reliable water availability for the
proposed investment or there will be no negative impact on other users of the same source of on
the ecosystems downstream, which will have to be confirmed through a water resources
assessment and consultation with downstream water users, in particular in case that water intake
is expected to increase in association with expansion of the command area for any cropping
seasons; (ii) the source water must be of adequate quality, where groundwater is to be used
arsenic levels must be below 100 micrograms per litter; (iii) subprojects should avoid the areas
where main facilities are located in the area prone to frequent land slide that requires high O&M
costs and cannot ensure reliable irrigation water supply; (iv) subprojects should avoid areas
where their main facilities are located in the area prone to riverbank erosion that threatens
affordable O&M by WUASs; (v) the subproject area has soils suitable to surface irrigation and will
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not lead to drainage congestion, salinity intrusion, and soil erosion caused by irrigation; (vi) the
subproject should not in principle exceed 1,000ha in the tarai, 500ha in the hills, and 200ha in
the mountains or steep hill sites; and (vii) the subproject will cause no direct or indirect threat to
ecologically sensitive areas such as national parks, wildlife sanctuaries or wetlands of
international significance, or areas of high historical, archeological, cultural or aesthetic value.
These will ensure that subprojects selected under the Project will have no major negative
environmental impacts.

3. Procedures for Environmental Assessment of Subprojects at Appraisal
a. Environmental Classification

17. Subprojects may entail negative environmental impacts and are therefore classified as
category B according to the ADB’s environmental project classification criteria. Accordingly, all
subprojects to be proposed for the Project will have to undertake IEEs during the planning stage.
Subprojects for which IEEs have identified significant social and environmental impacts will not
be selected for implementation.

b. Preparation of Initial Environmental Examinations

18. Overview of the Process. The IEE process involves technical and non-technical
judgement on a wide range of issues and is carried out as part of the feasibility study process
and therefore should involve the entire feasibility study team, coordinated by a nominated
individual team member. The process involves (i) scooping of the IEE process and preparation of
a work schedule by CPMO, and (ii) approval of the work schedule by MOWR. The ISPM
consultants will assist the process.

19. Scoping. Environmental assessment commences when the basic features of the project
have been identified, but before final decisions have been taken. Information required includes (i)
an understanding of the community mobilization and agriculture and social development support
plans for each subproject, (ii) basic plans to improve diversion structure and distribution systems
(iii) location of the improvements, (iv) materials to be used and their source, (v) overall cost, and
(vi) extent of labor and machinery that needs to be brought to the site for construction. This first
step in the IEE, scooping, is a planning exercise to determine the requirements for an adequate
and effective IEE. The outputs of scooping are (i) tentative list of the likely environmental
impacts, (ii) statement of the investigations that are necessary to determine the extent of these
impacts and examine mitigation options, and (iii) an agreed work schedule with terms of
reference of the IEE.

20. Using an appropriate checklist given in Table 2, the team identifies likely impacts and
decides upon the scope and methodology for the IEE.

Table 2. Checklist of likely environmental impacts of the Project schemes

Inadequacies in water distribution
1. Problems due to Project Location Canal management

Water resources conflicts including impacts on Passa_gevxr/]ays d
downstream water use and ecosystems Scouring hazards

Downstream water quality problems

Encroachment into areas of conservation

Impediments to movements of wildlife, livestock and

3. Problems Related to Construction Stage
Erosion Control




52 Appendix 9

people Other construction stage hazards
Encroachment on historical and cultural sites
4. Problems Resulting from Project Operations

2. Problems related to Project Design O&M capacities and arrangements

Displacement of people and property Adverse Soil Modifications

Watershed Erosion Changes in groundwater hydrology

Suitability of natural water for irrigation Water-borne diseases

Over-pumping of groundwater Hazards associated with the use of toxic chemicals
Adequacy of drainage planning Hazards associated with the use of mineral fertilizer
Drainage and flooding problems Impacts on water use for domestic consumption or

Land tenure problems aquaculture

Farmer credit limitations
Feasibility of cooperatives
Feasibility of water user association 5. Realization of Enhancement Potentials
Disruption of existing farmer cooperative systems
Use of chemicals in agriculture and horticulture
Selection of pesticides

Land use conflicts

Community water supply in command area
Aquaculture in command area

21. The preliminary identification of likely environmental impacts is the basis of identifying the
information needs for the IEE. Much of the information required for the IEE will be collected as
part of the normal feasibility study process, but some additional investigations such as
community consultations and water testing, outlined below, may also be required. On
determining the likely investigation tasks a work schedule is prepared for approval. The
approving authority should be the RID/RPSU. An outline of a work schedule given in Table 3.
The work schedule should be brief and explicit, typically, one or two pages in length.

Table 3: Outline of a work schedule to be submitted for approval

A. General
Name and location of the scheme under consideration, current status of the feasibility study

B. Policies and Laws under consideration.

These will usually include some or all of the following:

The Environmental Protection Act, 1997 and Environmental Protections, 1999 (Amended): Under which
the EIA is required

The Water Resources Act, 1992 and the Irrigation Rules 2000 (Amended): If issues of water resource
allocation issues are involved

The Forest Act, 1993, if encroachment on forest areas is involved

The Land Acquisition Act, 1978, if resettlement or the acquisition of property is involved

The Aquatic Life Protection Act, 1961, if there are threats to aquatic life

The Soil and Water Conservation Act, 1982, if there are watershed management issues involved

C. Impacts that are likely to involve special consideration.

See Table 2 for specifics. These may include some of the following:

Potential of the scheme to affect the downstream water availability and ecosystems.

Potential of the scheme to induce land instability (hill and mountain sub-projects)

Possible stimulation of conversion of forest land to irrigated agricultural land (hill and mountain sub-
projects)

Risks associated with intensified agriculture including the use of mineral fertilizers

Risks associated with proximity to pollution industry (mainly terai sub-projects)

D. Description of the scheme
Referring to the feasibility study, basic features of the scheme (physical works, materials to be used, any
special construction issues, key alternatives under consideration.

E. Implementation Schedule
For the remainder of the feasibility study and the sub-project preparation process, as well as for sub-
project implementation
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Assessment Methods. The actual methodology used for IEEs will vary according to the

nature of the subproejct. Consideration and assessment of environmental impacts should include
the participatory planning and beneficiary mobilization and the agriculture and social
development support component for each subproject, as well as physical improvements to
infrastructure. As assessment takes place, potential mitigation measures will also be identified.
In each case, care should be taken to ensure that mitigation measures are feasible and
affordable. This calls for careful judgment, and underlines the need for engineers to be involved
in the assessment process. An outline of the activities that might form part of IEE preparation are
outlined below:

(i)

(ii)

(iif)

(iv)

Desk Study: This consists of gathering and reviewing information such as maps,
reports, publications and gathering information relevant to the project from them.
Much of the information, particularly relating to the climate and physical features of
the scheme, will be being gathered as part of the engineering feasibility study for the
project. Some likely additional sources of information for desk study include the water
resource availability mapping that is to be prepared during the initial months of the
project, topographical maps, geological maps, reports from other projects in the area
and statistical data for the area.’

Consultations: Much of the information required for IEEs can be obtained from
villagers in the project area itself, and from resource persons who include local
officials and specialists, from the staff of other projects in the area, and from various
experts on the matters under investigation. Consultations with villagers are essential
for the IEE process, partly because they have unequalled knowledge of the local
area, and also because they are the primary stakeholders in the subprojects
themselves. The sort of information that local people can provide includes (i) likely
dangers of inducing slope failure (i) presence of wild or endangered animals and of
fish (iii) presence of temples or other sites of religious or cultural importance in the
area (iv) types of forest in and around the area (v) general information on their quality
of life and (vi) changes that people are likely to make to their farming methods when a
more reliable source of irrigation water becomes available.

Villagers can be consulted by means of semi-formal discussions in the study area,
and through the use of questionnaires. Questionnaires will be used during the
feasibility study to gather important socio-economic information and some questions
relating to environmental mattes such as those listed above can be included in this
guestionnaire. Questions should be specific, and phrased in terms that villagers use
and understand.

Resource persons include staff local government offices, such as the district forest
office and district water supply office, staff working on related projects in the area, and
local NGOs. Such agencies may be able to provide a range of useful information
including (i) information on current or future drinking water supply projects operating
in the area (ii) information on forest resources and levels of community involvement in

! Asto subprojects where water resources availability may be a potential concern such as those in the terai, the study
should include the analysis of the incremental water diversion (that is post-project diversion minus current diversion)
on a time series basis, and its impacts on the downstream water users. The key parameters should be confirmed at
the field level. As a condition to submit feasibility study reports to the approval authority, the impacts and mitigation
measures should also be consulted and agreed with the concerned downstream users.
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their management (iii) technical information relating to climate, soils, topography and
other parameters and (iv) lessons learned on other projects in the area.

(V) Field Visits: Field visits are essential in order to acquire a basic understanding of the
subproject site. They also provide the opportunity to undertake consultations and
collect samples. Field visits should include at least an inspection of the headworks
and some of the distribution network including existing canals and proposed
extensions, as well as discussions with villagers.

(vi) Water testing: Special tests may be necessary in certain instances, for example
where water pollution issues need to be investigated. For example, some schemes
may be close to factories that pollute the source river. When groundwater is used,
there may be concerns over the incidence of arsenic. Samples should be collected in
the field and brought to an accredited laboratory for testing.

(vi)  Geotechnical investigations and soil tests: In the hill and mountain regions, slope
stability will often be an issue. If there is a risk of irrigation canals causing slope
failures through undercutting, rupture and release of water or any other mechanism,
the impacts on the environment can be very significant. In schemes in the hills,
special investigations may be necessary to assess these risks. Geotechnical
investigations will normally be required as part of the engineering feasibility study, it is
important that these extend to an assessment is made of geotechnical risks, through
site investigations by specialists and/or soil strength testing.

23. Consideration of Alternatives. Key alternatives include different headwork options,
water source options and canal alignment options as well as the option of doing nothing. Each
alternative may have significant implications for the environment, though the assessment of
impacts will have been based on the chosen alternatives for the scheme. The environmental
implications of different alternatives should however be briefly described, as this will help the
decision making process if any changes are to be made to the design of the scheme. In addition,
the final decision to go ahead with the scheme or reject it is helped by a description of the
environmental consequences of the “do nothing” option. Often, the “do nothing” option will
actually be more environmentally damaging than the proposed sub-project. For example many of
the sub-projects will involve rehabilitating and improving existing schemes that cause water to
concentrate in slopes that are prone to failure, causing landslips. The proposed scheme may
correct this problem, and therefore itself be more environmentally beneficial than the “do nothing”
option.

24, Mitigation Measures. Consideration of mitigation measures involves both identifying
appropriate  measures and making sure that they will be incorporated into contract
documentation for the subproject. In this regard, care must be taken to ensure that appropriate
specifications are available to the drafters of project contracts, and that reliable quantity
estimates are included. In many cases, mitigation measures will consist of slope protection
methods (such as wall construction, or bio-engineering measures), the adoption of the principles
of “best practice”, and other measures that are well known and used in construction in various
sectors in Nepal. Appropriate specifications will therefore be available in standard reference
documents. Where this applies, specific references should be made. In some cases,
specifications may be available from handbooks and guidebooks prepared for other sectors, for
example the Reference Manual for Roadside Bio-engineering produced for the roads sector, and
available from the Geo-Environmental Unit of the Department of Roads. Drawings, quantity
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estimates and drafts of specifications should be attached to IEE reports to facilitate their
incorporation into contract documentation, citing sources where appropriate. Table 4 below
provides a non-exhaustive list of mitigation measures that may be applied to the environmental
issues that are likely to be encountered on subprojects.

Table 4: List of possible mitigation measures for issues likely to arise with Subprojects

Potential Effect

Mitigation Measure(s)

Agencies responsible for
planning and monitoring

Environmental impacts related t

0 project location

Effects on downstream water
use including reduced water
availability to users and
concentration of pollutants

Mapping water resource availability over the
project area (excluding areas of known water
deficit)

DOI/CPMO

Reconfirmation of adequate water availability (to
exclude schemes with inadequate sources) in
consultation with downstream users

SMU/consultants engaged for
SIP preparation/RPSU

Provision in scheme design for use of any
availability supplementary water sources e.g.
groundwater

SMU/consultants engaged for
SIP preparation/RPSU

Training and support to WUASs in coordination of
water use and practice of rotational water intake

for
and

SMU/NGOs engaged
beneficiary mobilization
social development support

Water resource conflicts where
increased abstraction
exacerbates existing shortages

Water resource assessment as above

DOI/CPMO, SMU/consultants
engaged for SIP
preparation/RPSU

Reviewing scope for supplementary or
alternative water sources during feasibility study
and incorporation into design if feasible

SMU/consultants engaged for
SIP preparation/RPSU

Cumulative effects should more
than one scheme in any one
basin receive support under the
project

Water resource assessment as above,
assessing extent of cumulative water extraction
and drainage effects

DOI/CPMO, SMU/consultants
engaged for SIP
preparation/RPSU

Restrictions on movement of
people and animals

Provision of adequate super-passages and
culvert crossings in the design

SMU/consultants engaged for
SIP preparation/RPSU

Environmental impacts related t

0 project design

Effects on land or property

Application of resettlement framework, prepared
during PPTA

CPMO/DOI

Watershed erosion and scour on
hill schemes

Use of low cost bio-engineering techniques

SMU/consultants engaged for
SIP preparation/RPSU

In the case of larger schemes,
soil salinization and changes in
water table levels

Appropriate design measures such as provision
of groundwater drains

SMU/consultants engaged for
SIP preparation/RPSU

Arsenic poisoning

Exclusion criterion for schemes using
groundwater where the source is found to
contain excessive levels of arsenic

SMU/consultants engaged for
SIP preparation/RPSU

Structures and facilities that are
difficult to operate by WUAs

Preparation of design standards that encourage
user-friendly design measures

DOI/CPMO

Consideration of feasibility of operation in
design/adherence to standards

SMU/consultants engaged for
SIP preparation/RPSU

Environmental impacts related to construction
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Potential Effect Mitigation Measure(s) Agencies responsible for
planning and monitoring
Temporary increases in silt | Provision in standard contract documentation | DOI/CMPO - preparation of

runoff/induced erosion

for adequate supervision of operations and
adherence to them by contractors; confining of
operations to the dry season, use of silt traps,
careful deposition of spoil arisings using
reinfocement if necessary

standard contract

documentation

Incorporation of the above measures into BoQs
for subproject contract documentation

SMU/consultants engaged for
SIP preparation/RPSU

Supervision of Contractors SMU
Temporary closure of irrigation | Participation by users and information to them SMU/Contractors/WUAs
systems Use of flexible hosing and/or diversion canals DOI/CPMO for inclusion into
standard contract
documentation
SMU/consultants for

incorporation into BoQ
SMU for contractor supervision

Dust generation Appropriate timing of operations wetting of | As above
surfaces and notice to/involvement of public
Noise generation Appropriate timing of operations and notice | As above
to/involvement of public

Land use conflict for construction | Negotiation with landowners and compensation | As above
facilities/ work  camps/plant | to them, in accordance with the resettlement
parking sites framework as appropriate
Environmental impacts related to operation
Soil modifications as a result of | Encouragement of (i) continued use of | SMUS/DADO/NGOs engaged
intensified agriculture traditional terrace construction and | for the component

management of water flows (ii) the use of

deep rooting grasses and shrubs to further

strengthen bunds and terrace walls, (iii)

promotion of continued use of organic based

practices
Soil and water contamina-tion | Agriculture extension to include (i) optimum, | SMUs/DADO/NGOs engaged
due to increased use of informed use of mineral fertilizers, (i) | for the component
agrochemicals including fertilizer promotion of integrated pest management,
and pesticides (i) emphatic discouragement of the use of

persistent pesticides
Biodiversity concerns associated | (i) awareness raising on bio-diversity issues, (ii) | SMUs/DADO/NGOs engaged

with introduced plant species
and varieties, reduced diversity

promotion of diversity in farming practices and
local landscape (iii) promoting planting of

for the component

of cropping and land use | multipurpose trees

changes from tree cover to

agriculture

Increases in incidence of | Promotion of improved O&M of the schemes by | SMUs/ NGOs engaged for the

waterborne diseases, particularly
due to increases in water logging

WUAs

component

Awareness raising on hazards posed by poor
sanitation, water logging and use of untreated
water for drinking

SMUs/ NGOs engaged for the
component
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Potential Effect

Mitigation Measure(s)

Agencies responsible for
planning and monitoring

DOI/CPMO for inclusion
standard
documentation

Provision for adequate drainage in the scheme
design

SMU/consultants
incorporation into BoQ

into
contract

for

25. Design of Monitoring Systems. The IEE must identify monitoring requirements for
potential environmental effects over which uncertainty remains. Responsibilities for both
undertaking the monitoring and acting on it must be clearly so that these can be incorporated into

contract documents and other agreements relating to the project.

26. IEE Reporting. The findings of the IEE process should appear within the feasibility study
report for the sub-project or micro project. A structure for the IEE section of the feasibility study

report is given in Table 6.

Table 5: Outline of an IEE report

A. Category
Statement of the type of project, referring to schedules 1 and 2 of the Environmental Protection Rules

B. Description of the Environment

Physical Resources

a) Climate
Reference to sections in the feasibility study that give data on temperature, rainfall and humidity

b) Topography
Reference to sections in the feasibility study that describe the topography of the command area and its
surrounds. Brief highlighting of any issues of environmental significance.

¢) Geology and Soils
Reference to sections in the feasibility study that describe geology and soils in the command area. Brief
highlighting of any issues of environmental significance.

d) Water Resources
Reference to sections in the feasibility study that describe groundwater and surface water resources and
associated issues. Brief highlighting of any issues of environmental significance.

Ecological Resources

a) Trees and Forests
Description of condition of forests and trees occurring in and around the command area

b) Protected Areas and Wildlife
Location of any protected areas in the vicinity of the command area.

¢) Human and Economic Development
Summary of Socio-economic features of environmental significance.

d) Quality of Life values
Brief summary of the living situation for the people in and around the command area, mentioning any
pertinent issues such as health issues, aesthetic issues, religious issues and description of any temples in or
around the command area, population density, incidence of crime, tendencies for in and out migration, and
any other issues pertinent to the quality of life.

C. Screening of Potential Environmental Impacts

This should consist of a description of the main environmental risks and ways in which the environment can be
enhanced by the sub-project, according to the following sub-headings. Predictions of environmental affects
should consider both construction and agricultural extension components of each sub-project:
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Environmental Problems due to Project Location

a) Encroachment into Areas of Conservation Significance

b) Impediments to Movements of Wildlife, Livestock and People
¢) Encroachment on Historical and Cultural Sites

d) Water Resource Conflicts

e) Flooding and Drainage Hazards

f) Displacement of People and Property

Environmental Problems related to Project Design
a) Watershed Erosion

b) Downstream Water Quality Problems

¢) Suitability of Natural Water for Irrigation

d) Overpumping of Groundwater

e) Adequacy of Drainage Planning

f) Land Tenure Problems

g) Farmer Credit Limitations

h) Feasibility of Cooperatives

i) Feasibility of Water User Association

j) Disruption of Existing Farmer Cooperative Systems
k) Use of Chemicals in Agriculture and Horticulture

I) Selection of Pesticides

m) Land Use Conflicts

n) Inadequacies in Water Distribution

0) Canal Management

p) Passageways

g) Scouring Hazards

Environmental Problems Related to Construction Stage
a) Erosion Control
b) Other construction stage hazards

Environmental Problems Resulting from Project Operations
a) O&M capacities and arrangements

b) Adverse Soil Modifications

¢) Changes in groundwater hydrology

d) Water-borne diseases

e) Hazards associated with the use of toxic chemicals

f) Hazards associated with the use of mineral fertilizer

g) Impacts on water use for domestic consumption or aquaculture

Realization of Enhancement Potentials
a) Community water supply in command area
b) Aquaculture in command area

D. Analysis of Alternatives

E. Mitigation Measures

This section should include detail on the required mitigation measures. A high level of detail should be included
here, to facilitate the incorporation of mitigation measures into contract documents for the sub-projects. For each
measure, the following details should be given:

Overall description including location(s) where the measure is to be applied

Specifications, reference to appropriate clauses in standard specifications

Quantities involved in each (materials, manpower, machinery time as required)

F. Monitoring Requirements
State which impacts need to be monitored, how monitoring is to be done, and what the indicators are.

G. Institutional Arrangements
Confirm which parties are responsible for ensuring that mitigation measures are enacted, and that monitoring is
carried out.
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H. Findings and Recommendations
Brief summary of the most important environmental considerations of the sub-project.

I. Conclusion

Brief statement. Normally, the conclusions will be one of the following:

No environmental concerns relating to the sub-project

No environmental concerns relating to the sub-project provided specified mitigation and monitoring measures are
incorporated into contract documentation of the sub-project and enacted.

Significant environmental concerns about the sub-project. The sub-project should not be approved, or an EIA
must be carried out.

c. Requirements for Public Consultation and Information Disclosure

27. The approach adopted for the Project ensures that all subprojects are community driven.
Accordingly, design and implementation involves the groups potentially affected by the schemes,
ensuring a very high level of public awareness and involvement at each stage. Procedures for
public consultation and disclosure are incorporated in subproject implementation guidelines
prepared for the project. The main elements incorporated into the process of the Project include
(i) understanding the project during the planning phase, (ii) physical and financial contributions
during the construction phase, and (iii) taking ownership for operation, maintenance and
management of the irrigation systems after construction.

28. Steps involved in public participation are outlined in subproject implementation guidelines
and include (i) initial confirmation of genuine sub-project demand, (i) participatory,
comprehensive and accurate sub-project preparation, (iii) strong WUA organizations, (iv)
committed participation of the WUA in sub-project implementation, (v) effective and transparent
communication between supporting agencies and WUAs, and (vi) efficient use of financial
resources.

4. Monitoring Environmental Performance

29. The Environmental Monitoring Plans (EMP) for each subproject will be prepared in the
context of individual IEEs stipulating the possible environmental issues, mitigation measures,
and monitoring and mitigation responsibilities in line with the Table 4 above, and will be further
refined during the detailed design stage. Environmental monitoring will be integrated into the
Project performance monitoring and evaluation (PPME) system. Essentially, it will be put into
operation through data collection at subproject level by SMU with the engagement of private
firms as necessary and/or WUA, monitored and supervised by RPSU through regular
management review and field confirmation, and processing and analysis by Monitoring and
Evaluation Branch of DOI in coordination with DOA. Environmental data will be shared with
Environment Division. Monitoring costs have been incorporated into the design of the PPME
system for the project. The findings of the monitoring activities will be incorporated in the regular
PPME reports prepared by CPMO with the assistance of the consultants engaged under
institutional strengthening and project management, and submitted to ADB.

30. Monitoring is necessary in respect of (i) water resources quantity and quality; (i) any
evidence of water resources dispute among users or environmental degradation; (iii) progress
and status on resettlement activities; (iv) environmental indicators related to design and
construction; (v) agricultural impacts such as input use (seeds, fertilizer, and pesticides) and
outputs; and (vi) maintenance requirements and status of the subprojects including conditions of
riverbank, structures, canals, and adjacent slopes.
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31. For schemes located in the terai or in other locations close to or potentially close to
polluting industries, water quality requires monitoring. The following parameters should be
monitored on a quarterly basis, sampling at sources and at further points along the length of the
principal canals: Chemical Oxygen Demand (COD), Biological Oxygen Demand (BOC), pH,
Presence of Chromium, Presence of Lead, and Presence of Arsenic. In cases where conjunctive
use of surface water and groundwater is promoted, the output rate from a sample of source wells
should be monitored during each dry season to detect any trends in availability. The outputs
should be monitored three times each dry season, at regularly spaced intervals.

5. Environmental Review and Reporting Requirements

32. During the Project implementation period, CPMO on the basis of the information
submitted from RPSU will regularly review and report the status of environmental management
and monitoring in the Project, covering (i) compliance with environmental screening; (ii)
compliance with requirements in IEE preparation; and (iii) environmental monitoring by the
concerned institutions. These will be included in the regular project progress report. Prior to the
midterm review, the ISPM consultants will undertake a more detailed review on project
environmental performance, and identify any measures that need to be addressed during the
ADB midterm review mission.

E. CONFIRMATION

33. These procedures cover the responsibilities, process and resources required for IEE
preparation in respect of sub-projects for infrastructure improvement under the sector loan. The
procedures satisfy the general objectives of IEEs under ADB requirements, and the requirements
of the laws of Nepal. Studies undertaken during the PPTA have confirmed that sub-projects are
classified under category B, for which IEEs must be prepared. Sub-project exclusion criteria
eliminate sub-projects that require EIAs.

F. STAFFING REQUIREMENTS AND BUDGET

34. DOl staff at district, regional and central levels are required to undertake (i) environmental
screening at subproject identification stage; (ii) preparation of IEEs at subproject appraisal stage;
and (iii) environmental monitoring and mitigation during subproject implementation and
operational stage. At appraisal, IEEs will be done with the engagement of private firms in the
context of subproject feasibility studies under field supervision of SMU and overall supervision of
RPSU, which will also be assisted by the ISPM environmental specialist in particular during the
initial period for necessary capacity strengthening activities. Environmental monitoring and
mitigation will be undertaken by the responsible organizations designated in the subproject
EMPs in line with the responsibility matrix shown in Table 3. All staffing levels and costs have
been incorporated into plans for implementation arrangements and the project budget.



Appendix 10

His Majesty's Government of Nepal
Ministry of Water Resources
Department of Irrigation

Resettlement Framework for

Community Managed Irrigated Agriculture Sector Project (CMIASP)

October 2003

61



62 Appendix 10

ACRONYMS
ADB Asian Development Bank
AO Association Organizer
BS Bikram Sambat (Nepali Calendar)
CBO Community Based Organization
CDO Chief District Officer
CMIASP Community Managed Irrigated Agriculture Sector Project
CPMO Central Project Management Office
DADO District Agriculture Development Office
DDC District Development Committee
DOA Department of Agriculture
DOI Department of Irrigation
EA Executing Agency
FMIS Farmer Managed Irrigation Systems
Ha Hectare
HH Households
HMGN His Majesty’s Government of Nepal
IDD/IDSD Irrigation Development Division/ Irrigation Development Subdivision
IPP Indigenous Peoples Plan
ISP Irrigation Sector Project
M&E Monitoring and Evaluation
MIS Management Information System
MOA Memorandum of Agreement
MPMU Mobile /Local Project Management Units
NGO Non-government Organization
O&M Operation and Maintenance
PAP Project Affected Person/People
RPSU Regional Project Support Unit
SMU Subproject Management Unit
SPAP Significantly Project Affected Person
RF Resettlement Framework
RP Resettlement Plan
Rs Rupees
VDC Village Development Committee
WUA Water User’s Association
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Community Managed Irrigated Agriculture Sector Project
Resettlement Framework
Introduction

This Resettlement Framework (RF) has been prepared for the Community Managed

Irrigated Agriculture Sector Project (CMIASP) as required under ADB policy for sector lending.
The RF outlines the policy and procedures for preparation of the subprojects under the Project.
The EA will be responsible for undertaking social analysis, and preparing a resettlement plan for
each subproject in line with this RF and submit to ADB for review and approval prior to award of
the civil works contract for the respective subprojects.

B.

2.

Definitions

The definitions of the key terminologies or concepts used in the RF are as follows:

a) Land Acquisition means the process whereby land and properties are acquired for the

b)

c)

e)

f)

9)

h)

)

K)

purpose of the project construction.

Compensation means payment in cash or in kind of the replacement value of the
acquired property.

Grievances Resolution Committee means the committee established under each sub-
project to resolve the local grievances.

Project Affected Person (PAP) the affected person includes any people including
encroachers/ squatters, households, or firms who, on account of changes that result from
the project will have their (i) standard of living adversely affected; and/or (ii) right, title, or
interest in any house, land (including residential, commercial, agricultural, forest, and/or
grazing land), water resources, or any other moveable or fixed assets acquired,
possessed, restricted, or otherwise adverse affected, in full or in part, permanently or
temporarily.

Significantly Project Affected Person (SPAP) means those PAPs who lose 10 percent or
more of their total land or income.

Replacement Cost means the method of valuing assets to replace the loss at market
value before the project or dispossession, or its nearest equivalent, plus any transaction
costs such as administrative charges, taxes, registration, and titling costs.

Resettlement means all the measures taken to mitigate all or any adverse impacts of the
project on the PAPs property and/or livelihoods including compensation, relocation
(where relevant), and rehabilitation.

Relocation means the physical relocation of PAPs from their pre-project place of
residence.

Rehabilitation means the measures provided under the resettlement plan other than
payment of the compensation of acquired property.

Baseline Surveys mean two types of surveys that are conducted early in the resettlement
planning process: (a) a census of all affected persons and assets, and (b) a survey of the
socio-economic conditions of the affected persons.
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C. Project Description

3. The proposed Project under the Department of Irrigation of His Majesty’s Government of
Nepal aims to reduce poverty through water resources development interventions and
sustainable socio-economic growth for small-scale marginal farmers and disadvantaged groups
(women, ethnic minorities, castes and other underprivileged people) by means of improved
irrigated agriculture performance, focusing on the farmer-managed irrigation systems (FMIS),
which have been traditionally developed, operated and maintained by farmers. Specific project
objectives are (i) improved agriculture production performance for FMIS, (ii) improved efficiencies
in capital investments in irrigated agriculture, (iii) improved efficiencies in the delivery and quality
of irrigation development and agriculture services to small-scale farmers and disadvantaged
groups through improved institutional interactions, (iv) improved incomes for small-scale farmers
and disadvantaged groups, and (v) establishment of sustainable land-use technologies through
improved extension and project designs. The project will be focused in the central and eastern
regions of Nepal (which includes 35 districts) and in the unique geographical regions of the Tarai,
Hills, Churia and the Mountains. The total population of the Central and Eastern Regions is
10.66 million, of which 8.9 million are rural inhabitants. The project will generate positive impact
on the farming activities and agricultural livelihoods of 46,000 households, representing a total
population of 300,000.

D. Scope of Land Acquisition and Resettlement

4, The Project’s infrastructure component primarily includes improvements to existing FMIS.
The scope of land acquisition is very limited. A minimal strip of land acquisition is envisaged for
widening and/or extending existing canals. The construction activities may involve use of some
land for temporary purposes, such as quarry sites, storage of construction material, and housing
for laborers. The construction activities may also cause unexpected damages to the local
properties, if they are not properly implemented.

5. The PPTA study, which was carried out in accordance with ADB'’s procedures for sector
lending, shows that in the 3 sample subprojects having a total proposed command area of 569ha
only, 0.77ha of land is needed to expand the command area, which represent 2.5% of the farm
plot area pass through by new canals.

Table 1: River Basins and Core Sub-Projects Selected for the PPTA Study

District Name of Sub-Project Command Area | River Basin
(ha)
Mahottari (Terai) 1. Harinmari 255 Bighi Khola
llam (Hills) 1. Talkharka 210 Mai Khola
2. Ingla Khola 104 Mai Khola
569
6. Based on the PPTA study, it is not expected that there would be any significant

resettlement impact in the CMIASP subprojects. The farmers whose land will be lost due to the
widening of the canal will also obtain substantial benefits from the subproject due to more stable
water supply and reduced O&M burden. However, adequate safeguards are required under the
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project so that the affected farmers are not adversely affected, rather get benefits from the
Project.

E. Existing Policy and Legal Frameworks

7. When there is land needed for any public purposes', the HMGN acquires land and other
property based on the current legislation, namely, Land Acquisition Act of 1977 (2034 B.S.),
subject to compensation to the affected persons. The compensation rate is determined by a
Committee formed under the chairmanship of Chief District Officer of the respective district
where project is located. However, FMIS have been historically developed by farmers’ own
efforts and land has been generally voluntarily contributed by the concerned beneficiary
landowners because of the economic benefits of irrigation and increased value of land property
from irrigation systems. Building on this practice, Nepal’s Irrigation Policy of 2003 requires that it
is WUA's responsibility to acquire the land required for the construction of canal and drainage
network system; the value of the land is adjusted to their contribution amount required as per the
Government’s subsidy policy FMIS.? Therefore, the Land Acquisition Act 1977 does not apply for
the CMIASP; the WUA should get such land from the concerned landowners on a “voluntary”
basis, and provide compensation to the concerned landowner, if one declines to donate his/her
land.

8. The existing policy/legal provisions are inadequate to meet the ADB’ resettlement policy
requirements. ADB’s Policy requires to (i) make payment of compensation for acquired assets at
the market/replacement value; and (iv) provide resettlement/rehabilitation assistance to affected
people, including non-titled persons. Hence, this RF has tried to fill-in this gap by developing
Project-specific resettlement principles and entitiement policies for the CMIASP.

F. Resettlement Policy and Strategies for CMIASP

9. The general resettlement objective are based on the ADB’s resettlement policy, which are
(i) to avoid resettlement impacts, where feasible; (i) to minimize resettlement impacts by
choosing alternative project options; and (iii) where resettlement impacts are unavoidable, to
ensure that affected people receive assistance, under the project or otherwise, so that they will
be at least as well off as they would have been in the absence of the project. In order to achieve
these policy objectives, the sub-projects under the CMIASP will follow the following policies or
strategies:

a. Resettlement and land loss will be avoided or minimized by identifying possible
alternative project designs, and appropriate social, economic, operational and
engineering solutions opting for one that have the least impact to the people in the
sub-project including encroachers/ squatters if any.

b. All Project Affected Persons (PAPs) are entitled for compensation for their lost land
and income generating assets. If affected property is under tenancy, both the
landowners and tenants will be entitled for compensation and rehabilitation measures.

c. The compensation rate is based on replacement cost determined through
negotiations between the PAPs and the WUA, witnessed by third party NGO or VDC
Chairperson.

' As per the Land Acquisition Act 1977, the term includes (i) projects approved by HMG; and (ii) projects undertaken
by VDC, DDC and municipalities.

2 As per the Irrigation Policy of 2003, the users have to contribute 3 t015% of the cost according to average size of
irrigated area and types of irrigation canal.
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d. Resettlement process will be conceived and executed as part of the Project; and, the
full resettlement costs are included in the presentation of project costs and benefits at
sub-project level. The cost of land compensation will be included under the WUA
contribution; the costs for rehabilitation measures, and RP implementation and
monitoring will be included under the HMG contribution or ADB loan, as appropriate.

e. The PAPs who lose 10 percent or more of their total land or income will be classified
as Significantly Project Affected Persons (SPAPs), and due attention will be given to
restore the livelihood of the SPAPs through implementation of rehabilitation
measures.

f. Appropriate resettlement plan for each sub-project will be prepared by NGOs in
conjunction with the project feasibility studies and detailed designs under the
supervision and guidance of Mobile/Local Project Management Units (MPMUSs). All
affected landowners’ agreement with WUA, witnessed by a third party NGO or VDC
chairperson, will be attached to the RPs. Such RPs should be submitted to ADB for its
concurrence before the sub-project is approved and/or Memorandum of Agreement is
signed between the WUA and the Government.

g. Those SPAPs and PAPs who provide land will also be given priority support under the
project in terms of employment in construction works, and agricultural extension and
social development programs.

h. Consultation with the PAPs and concerned agencies will be done during preparation
of the Resettlement Plan (RP). It is a part of the sub-project preparation, and its
implementation is to be carried out with the participation and consultation of the
PAPs. Construction activities will not be commenced until the required compensation
to the PAPs by the concerned WUA has been fully completed.

i. If the land is contributed voluntarily or rented to the WUA for use throughout the life of
the Sub-project, then the PAPs will sign an agreement including “no coercion” clause
witnessed by a neutral third-party NGO or VDC Chairperson.

j-  The Project’s Resettlement Framework and any detailed Resettlement Plan for each
Sub-project will be translated into Nepali and placed with the WUA and the local
Project Office for the reference of all WUA members, and will be given to NGOs for
discussion with participating farmers.

G. Entitlement and Compensation

10. For the CMISP, the resettlement and rehabilitation policy and entitlements are designed
to cover compensation, resettlement, and rehabilitation for the lost assets in order to retain their
pre-project living standards within a shortest possible time. A Compensation Entitlement Matrix,
presented in Table 2, summarizes the typical types of loss that can be expected over a range of
projects and the support entitled to a PAP for each type of loss.

Table 2: Compensation Entitlement Matrix

Identification of
Type of Loss Entitlement Results of Action
p Affected HHs

Loss of land and Landowners a) Owners of land and assets will get Owner gets cash
assets for the and tenants compensation at replacement cost determined | compensation at
irrigation canals through agreement between PAP and the replacement cost through

WUA. agreement between the
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Type of Loss

Identification of
Affected HHs

Entitlement

Results of Action

c) If there is tenant, he/she will get 50 % of the
compensation and the other 50 % will go to the
absentee landowner.

concerned PAP and the
WUA.

Voluntary
contribution of land
by owner to WUA
(with ‘no coercion
clause’)

Landowners

Internal agreement between the landowner
and the WUA with ‘no coercion’ clause
witnessed by a neutral party i.e. NGO or
VDC chairperson acceptable to the Project
and the participating parties.

Compensation agreement
such as a reduction in

the PAP’s contribution in
the canal construction,
and/or water fees to the
PAPs for a stipulated
time.

Loss of standing

Crop owners

a) Legal owners will get compensation at

Cash compensation for

crops, trees, and and others replacement cost/value as determined lost assets.
perennial crops on through agreement between PAP and the
the land acquired WUA.
for the canal . .
construction b) If there is tenant, he/she will get 50
percent of the compensation and the other
50 percent to the absentee landowner.
Loss of community | Structure If such structures are identified during Cash compensation

or common property

owners or users

feasibility studies, resettlement plan shall
include measures to avoid, mitigate or
compensate impacts. If identified only
during construction, compensation should
be provided at replacement cost as
determined by Grievances Resolution
Committee.

provided for lost
properties; and/or
impacts are duly
mitigated to such
structures.

Temporary impact Property Extreme care will be taken by the EA or the | Owner(s) compensated if
or damages during | owners and contractor to avoid damaging property. necessary for damage
construction . i .
others If damage will occur, the EA or the incurred
contractor will be required to pay
compensation to the PAPs or communities
as determined by Grievances Resolution
Committee
Loss of land and Users/owners | Those non-titled persons who have been The affected non-titled
income generating of the property | using/owning the affected property will get | affected persons get
assets by non-titled | identified during | compensation/assistance at replacement compensation at
persons the baseline cost determined through agreement replacement cost.
survey between the PAP and the WUA.
H. Income Restoration and Rehabilitation Measures

11.

Apart from the provision of compensation as outlined in the previous paragraph, the

rehabilitation of SPAPs and vulnerable groups will be supported through the following measures:

a) Counseling

regarding project

impact,

resettlement options (where required);

compensation alternatives and

risks and

b) Counseling on saving/credit schemes and management of compensation money;

c) The Project will coordinate with the Department of Agriculture for agricultural extension
services to the agricultural PAPs in order to increase production on their remaining




68 Appendix 10

agricultural land. The PAPs will be among the first beneficiaries of the income generation
program to be implemented under the CMIASP.

d) PAPs and vulnerable groups, such as female headed households, poor people below the
poverty line3, Dalits and ethnic minorities, will be given preferential access to project
construction employment opportunities to the extent possible.

e) Two members (1 male and 1 female) from each SPAP household will be provided with
skills training so that they are employed in the construction-related jobs or self-employed.
The PAPs will also given priority in skills development training conducted in the
respective CMIASP sub-project.

f) General information dissemination and counseling will be provided to all persons within
the project areas to inform on project impacts, construction schedules and acquisition
dates, valuation, compensation and grievance resolution mechanisms, and procedures
for employment in the project construction works.

l. Preparation of Resettlement Plan at Sub-project Level

12. During the feasibility of each CMIASP sub-project, a screening will be done through
social assessments to determine the category of the likely resettlement impact. The sub-project
categories will be as follows.

a. sub-project with “significant” resettlement impact*will be Category A and require full
resentment plan;

b. sub-project with “insignificant” resettlement impact will be Category B and require
short RP; and

c. sub-project with no resettlement effects will be Category C and will not require any
resettlement plan.

13. During the detailed design study of the sub projects, the WUA and NGOs under
supervision and guidance of Subproject Management Unit (SMU) will prepare appropriate short
or full resettlement plans based on social assessments and other social mobilization activities,
technical surveys and designs and a review of land cadastral maps.

14. Prior to preparation of the RPs, a baseline survey will be carried out in the sub-projects.
For land inventory surveys, a 100 percent sample of PAPs will be undertaken to prepare a profile
by identifying the extent and effects of land loss; assess entitlements; and to prepare
compensation packages. Similarly, a socio-economic survey of at least 20 percent sample PAPs
will be conducted in order to identify the status and key issues of land use; type of losses; PAPs
preference for compensation, and livelihood restoration; and so on.

15. SMU through local firms engaged for the feasibility studies, will undertake land survey
and social impact assessment of the land to be arranged for each subproject. Sample formats in
Nepali and /or other local languages can be provided to the WUAs by CMIASP that include all
necessary clauses as well as space for the specifics of individual negotiations between individual
PAPs and the WUA. SMU will be assisted by the NGO to prepare RP by facilitating the

3 Nepal (the Government) has officially adopted a definition of poverty expressed in terms of consumption expenditure.
The poverty line is defined in terms of the value of an annual per capita consumption level considered just sufficient
to assure 2,124 calories per person/day, plus non-essential non-food items. This is equivalent to Rs 6,100.

* “Significant” impacts means 200 or more people (Not households) experience major impacts, which are defined as
(i) physically displaced from housing, or (i) losing 10% or more of their productive assets.
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discussion between WUA and the affected persons to reach agreements on the land
arrangements with presence of the third party witness.

16. WUA will deposit sufficient upfront cash required for land compensation prior to the
Government approval of the detailed design so that affected people are compensated before
awarding of civil works contract(s) for the sub-project. The slip of the bank deposit of such
upfront cash will also be attached in the resettlement plan.

17. Completed resettlement plans will also include signed agreements by all PAPs. The
signed copies of the agreement will also be entered into the WUA minute book, another copy will
be given to the concerned PAP; the NGO will report to the Mobile Project Management Unit
(MPMU) in Regional Project Support Unit (RPSU) who will maintain records of these transaction
in their management information system (MIS).

18. The final draft resettlement plans will be submitted along with detailed designs for final
review and approval by Central Project Management Office (CMPQO). All agreements will be
reviewed by CMIASP at the district level. Copies of all agreements will be retained by CMIASP
at the district level and general data about the number and types of agreements will be tracked
and recorded under project level MIS.

19. The final RP will be submitted to ADB for approval, based on which the RP will be
implemented by WUA with the facilitation by the NGO. PIC will supervise and monitor the
activities undertaken by WUA, NGO, SMU, and RPSU with necessary capacity development
support.

J. Institutional Responsibilities

20. The Project Director (PD) of CMISP, placed in the Central Project Management Office
(CPMO) in DOI, has overall institutional responsibility for coordination, planning, implementation
and financial responsibilities. The PD will guide, supervise and report on the progress in the
project and will handle land acquisition issues requiring and coordination at the Central level.
Under the guidance of CPMO, Regional Project Support Unit (RPSU) will be placed in each
development region, with the head of the Regional Irrigation Directorate as Project Manager
(PM), who will supervise the activities undertaken at the level of the Irrigation Development
Division/ Irrigation Development Subdivision (IDD/IDSD). A Resettlement Specialist (with prior
experience in resettlement planning and management) will be hired for each region under the
team of consultants working for institutional strengthening and project management, and work
under the PM to supervise the process of social assessment, and preparation of resettlement
plan for each sub-project to be done by firms engaged in feasibility study.

21. At each sub-project level, a multi-disciplinary Sub-project Management Unit (SMU) will be
assigned for the concerned district, which will identify, plan, design, and implement the
subproject under supervision of the head of Irrigation Development Division who will work as
Sub-project Manager (SM). A NGO in each SMU will be assigned for that task of resettlement-
related activities, with the supervision of Resettlement Specialist.

22. NGOs will involve in resettlement planning and implementation at sub-project level,
particularly to inform affected people about likely resettlement impacts and solicit views of the
affected people regarding compensation options. NGOs will also facilitate compensation and
rehabilitation process/programs to make sure that the affected people are not adversely
impacted, and their well-being is maintained or developed with the sub-project implementation as
without it.



70 Appendix 10

K. Disclosure of Documents, Consultation and Grievance

23. Resettlement Framework and resettlement plans for core sub-projects will be cleared by
the EA and disclosed to the public before submitting them to ADB. ADB will post these
documents in the ADB’s resettlement web site. The RF and RPs will also be publicly available in
Project Information Center, which will be set up at both central and regional/district level project
offices. Further, summary resettlement plan in Nepali language will be made available in the
WUA office in the sub-project site. Copies of these documents will be provided to any requester,
including PAPs and NGOs, with charging them with minimum photocopying cost.

24, Resettlement plan for each sub-project will be prepared in close consultation with PAPs
and designated WUA members, along with an acceptable third-party/witness such as VDC
Chairperson or a separate NGO. The agreement of all PAPs on the RP will be assured through
written agreement before the RPs are finalized. Construction activities will not be commenced
until agreements have been made, finalized and required compensation have been paid to the
concerned PAPs.

25. The resettlement plan to be developed in each sub-project will identify primary and
secondary stakeholders. The primary stakeholders include the project affected, the beneficiaries,
and stakeholders directly involved in the resettlement planning and implementation. The
secondary stakeholders include other individuals or groups with interest in the project, such as
local or national government, policy makers, advocacy groups, elected officials and NGOs.
Various mechanisms will be adopted to increase the process of consultation and participation by
the PAPs and SPAPs, such as information campaigns, meetings, and focused group
discussions.

26. For grievance redress, a Grievance Resolution Committee will be established in each
sub-project under the chairmanship of VDC Chairperson; other members of the committee will be
two representatives of PAPs (one men and one women), WUA chairperson, NGO representative,
and representative from the Project. The PAPs may submit their concerns or grievances verbally
or in writing to this Committee. All complaints/grievances will be documented properly by the
Committee. The Committee shall make field-based assessment to verify/examine the
grievances, if necessary. After proper examination/verification of the grievances the Committee
shall facilitate the Project/IDD, WUA, PAPs and other concerned parties to agree on a time-
bound action plan to resolve the grievance that found to be genuine. Attempts will be made to
settle the issues at the sub-project level through involvement of social and resettlement experts,
NGOs, mediators and facilitators as required.

L. Implementation Schedule

27. The schedule for RP preparation and implementation is shown in the table below. Civil
works contract will not be awarded unless required compensation payment has been completed
substantially. However, income rehabilitation measures may continue and be completed even
after civil works has begun. Upon the final selection of the sub-projects and completion of
detailed design, the following activities will be followed for the revision of RP:

Table 3. Schedule for RP Preparation/Implementation

SN Activities Time/Period

1 | Appoint resettlement specialist and NGOs First month of project implementation.

2 Undertake consultation and participation programs | To be carried out through the duration of the Project.
and grievance redresses

3 Carry out baseline surveys, including census, asset | Immediate after the detailed design.
inventory and detailed measurement survey
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SN Activities Time/Period
Disclose RF and RPs Before submitting to ADB.
5 Finalize RP and obtain ADB concurrence Before approval of the civil works contract.

6 Compensation payment to PAPs After ADB approval; before award of construction

contracts.

7 Submit RP implementation report confirming
completion of land acquisition and resettlement
activities in order to approve issuance of notice to
proceed for civil works from ADB

Before issuance of notice to proceed.

8 Implement monitoring and post-evaluation programs Internal monitoring to be carried out throughout the
duration of the Project. External monitoring will be

engaged as early as resettlement implementation.

M. Monitoring and Evaluation

28. As a part of the resettlement management system, CPMO will set up appropriate
reporting, monitoring and evaluation system disaggregated by gender and ethnicity/caste. The
AO in SMU, with the assistance of the NGO and support by Resettlement Specialist in RPSU will
report every month on resettlement transactions to the CPMO. SMU will maintain a record of all
transactions in their MIS. Internal monitoring will be carried out every month to: (i) verify that
there are no outstanding or unresolved land acquisition issues with the project and that property
valuation and economic rehabilitation has been carried out in accordance with the provisions of
the plan; (ii) oversee that all economic rehabilitation measures are implemented, as approved,;
and (iii) verify that funds for implementing land acquisition and economic rehabilitation activities
are available in a timely manner, are sufficient for the purposes, and are spent in accordance
with the plan. The Project will prepare quarterly and annual reports on resettlement and submit to
ADB. At the end of the Project, a final inspection report will be prepared and submitted to ADB.
The scope and format of such inspection report will be agreed between the Government and
ADB.

29. In addition to verifying the reports generated by internal monitoring, an external
monitoring and evaluation agency, preferably NGO, having sufficient skills and capacity in
monitoring resettlement and social development activities will also be assigned to carry out
external monitoring and evaluation works as: (i) evaluating the social and economic impact of
land acquisition and economic rehabilitation of the PAPs; (ii) verifying that the objective of
enhancement or at least restoration of income levels and standard of living of the PAPs have
been met; and (iii) suggesting modifications to the land acquisition and economic rehabilitation,
where necessary, to achieve the principles and objectives as set before. Such external
monitoring will be carried out on an annual basis throughout the Project period, and the external
agency will directly report their findings both to the DOI and the ADB.

N. Resettlement Cost

30. The cost of land compensation will be borne by the WUA as a part of agreement between
the PAPs and the WUA. If WUA has no initial funding to bear the compensation cost, then the
Executing Agency or HMG will bear the compensation and will be deducted from the contribution
to be made by the HMG as irrigation subsidy to the WUA later on.

31. Cost for following activities will be provided by the Project (HMG fund or ADB loan, as
appropriate):

a. Cost for staff and NGOs assigned for preparation, implementation and monitoring
of resettlement plans (to be included in the consultancy services)

b. Skills training and income generation activities (it may come out of agriculture
extension budget).



72 Appendix 11

SUMMARY PARTICIPATORY PROCESS AND GENDER STRATEGY

A. Linkages to the Country Poverty Analysis
Sector identified as a National Priority in Sector identified as a National Priority in Country
Country Poverty Analysis? Yes Poverty Partnership Agreement Yes

Contribution of the Subsector to Reduce Poverty in Nepal:

Agriculture accounts for 39% of the gross domestic product (GDP) and provides employment for 80% of the active workforce.
However, agriculture is largely subsistence-oriented with annual rainfall primarily concentrated in the monsoon. Irrigation is the
major investment tool for the Government to augment agricultural productivity throughout the year. Nepal is 142 in poverty ranking
out of 173 countries, and the human development index (HDI) at 0.47 is one of the lowest in the region. The gender development
index follows the same pattern.

The Project covers all the 35 districts in the Eastern and Central Development regions; 11 are terai districts, 18 hills, and 6
mountains. Although the Central and Eastern regions have the highest HDI estimated at 0.493 and 0.484, respectively, pockets
of poverty exist both within and across districts. While Sarlahi (0.306) in eastern terai and Sindhuli (0.310) and Rasuwa (0.192)
bear testimony to the disparity in development, Siraha (0.323) in eastern terai has one of the highest concentrations of
disadvantaged occupational caste groups. Of a total population of 10.7 million in the two project regions, ethnic groups
comprise 3.4 million (1.7 million in each region) and disadvantaged occupational castes, more commonly called Dalit, 1 million
(0.4 million in the Eastern and 0.6 million in the Central region).

The proposed Project takes into account the enormous diversity in cultural and environmental conditions and in human
capabilities within Nepal, and promotes more inclusive economic growth by (i) establishing subproject selection criteria that will
allow targeting to small and marginal men and women farmers, (ii) developing irrigated agriculture strategy in each district or
river basin, (iii) promoting improved coordination between agriculture and irrigation departments to maximize the benefits of
increased availability of irrigation water, and (iv) enhancing social development with a focus on increasing capacity to address
issues of gender and social exclusion at all levels. The Project’s implementation strategy calls for crosscutting approaches and
supports the Government ‘s Tenth Five-Year Plan. Most of the poor are engaged in agriculture and live in rural areas, with the
poorest allocating 69% of their total expenditure to food, 16% more than people at the highest income levels. Hence, the sector
remains a major focus of the Government’s poverty reduction strategies.

Project components focus on (i) participatory irrigated agriculture development for farmer-managed irrigation system (FMIS),
and (ii) institutional strengthening and project management. They include rehabilitating 25,500 hectares (ha) of existing
irrigation schemes and bringing an additional 8,500 ha of land under irrigation while simultaneously (i) improving men and
women farmers’ access to irrigated agricultural extension services, and (ii) expanding linkages to marketing opportunities and
credit to improve yields. Partnership with locally based nongovernment organizations (NGOs) for mobilizing beneficiary water
user associations (WUAS) is expected to provide the stimuli for increased participation of women and disadvantaged ethnic and
caste groups, and fairer sharing of irrigation water between the head, middle, and tail end users, to foster greater system
ownership and sustainability. Based on economic and financial analyses of the three core subprojects, the net gain accruing to
a family is $165 per year, representing a 72% increase in annual income on average. Increased yields estimated at 2,360 tons
(t) (grain), 1,260 t (potato), and 520 t (other cash crops) is expected to enhance food security, nutritional intake, and e
employment opportunities for poor women and men. Improved governance of WUA is expected to secure greater transparency
and more equitable distribution of irrigation water, leading to more inclusive development. Improved performance in the
irrigation sector is expected to have a significant impact on the economy and be decisive in reducing rural poverty. About 43%
of overall economic benefits are expected to accrue to beneficiaries living below the poverty line, and 60% to those living near
the poverty line (less than $0.4 per capita a day).

B. Poverty Analysis Proposed Classification: Targeted Intervention

Small farm size and poverty are linked. The poverty rate among holdings below 0.5 ha is 54%. Those classified as “agricultural
or production workers” have a 54% poverty rate. Women play a major role in irrigated agriculture and this role will assume
more importance as increasing numbers of poor men leave their homes to seek employment elsewhere. Poverty is also high
(52%) among larger households with 6—8 persons. Hill ethnic groups such as Limbu, Rai, Sherpa and Tamang common in the
project area have a poverty incidence of 58%. The Tharu are a terai-based ethnic group with a poverty incidence of 48%.
Poverty is highest (68%) among the disadvantaged occupational castes (blacksmith, tailor, cobbler, and sweeper). They are
either landless or own small plots of land around the homestead and depend on wage labor in urban areas to augment family
income. Household food shortages and unemployment remain major risks for the majority of the people.

The Project has a strong poverty focus reflected through project processes that (i) give priority to subprojects with significant
numbers of poor, as it targets areas that have populations with high percentages of ethnic groups; (ii) specifically engage the
poor and disadvantaged ethnic and caste groups in targeted training programs and support; (iii) require high levels of
participation and consultation of groups hitherto traditionally excluded; (iv) undertake interventions in marginal farming areas
that have high incidences of poverty; and (v) mandate at least 33% women'’s participation in all project activities to secure more
equitable distribution of benefits between the genders. Specific pro-poor interventions include improved irrigation infrastructure
that will enable poor men and women farmers to have greater access to water during winter and spring when higher value
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crops such as vegetables can be grown. Such access will increase food security, rural incomes, and labor opportunities.
Demonstration pilot projects promoting nonconventional methods of irrigation such as drip and sprinkler will provide improved
access to water on a micro scale to poorer women and men living in marginal lands, who because of limited access to
available land or water, or both, are unable to benefit from the more traditional FMIS. They will have the opportunity to grow
high-value crops and to improve their nutritional intake.

Social mobilization support and training include agriculture extension programs specifically targeted to poor men and women.
Mechanisms for WUA organization building focus on strengthening WUA capacity to formulate necessary arrangements for
continued system operation. In particular it gives attention to increase WUA capacity to manage irrigation water that is fair for
all social groups while combining the interrelated physical (water and infrastructure), organizational (WUA rules, representation,
and institutional structure and division of tasks) and agro-productive elements (soil, technology, input, and irrigated agriculture
extension).

C. Participation Process

e Is there a stakeholder analysis? [X] Yes [] No

e s there a participation strategy? [X] Yes [] No

The project promotes participatory approaches by mobilizing communities through the organization of 210 WUAs
representative of their communities’ social and cultural diversity and of which at least 33% will be women. WUAs and groups
will come together formally, through registration of the organization to run FMIS in a systematic and corporate fashion. Nearly
all interactions between men and women farmers and the Project are envisaged to take place through the WUA, including
construction, design, extension, and training. The Project ensures that WUA capacity is sufficiently strengthened and provides
for outsourcing WUA capacity-building activities to support organizations (locally based NGOs, national NGOs, and the private
sector). To develop the human resources of the project area, locally-based NGOs will be trained to undertake beneficiary
mobilization activities to ensure the envisaged social and gender outputs are secured. Strategies for achieving this will be
culture-specific, with the Project taking immediate advantage of the more egalitarian and participatory attitudes of the hill ethnic
groups to involve women in all project activities, yet placing slow and continuous pressure on those groups less willing to
change. The village development committee (VDC) is envisaged to be actively involved in the process and the community
organizers will support men and women farmers during the project period, and continue as an independent FMIS resource after
Project completion. The Project will support the establishment of an FMIS stakeholder group, which will include representatives
of the ministries and departments of all concerned line agencies, external funding agencies supporting irrigation and agriculture
extension, National Federation of Irrigation Water Users Associations Nepal (NFIWUAN), and private sector organizations
involved in FMIS improvement.

e The Project provides for participatory development specialists and a gender and poverty specialist to facilitate
participatory processes at all levels. Key strategies include capability training to ensure participatory skills are
developed and used through applied learning techniques; promotion of farmer-to-farmer learning; support to
decentralization in planning, implementation, and follow-up of training and construction activities; and special
consideration to gender mainstreaming and environmental mitigation in all activities.

e D. Gender Development

e Strategy to maximize impacts on women:

The Irrigation Policy (2003) requires at least 33% women'’s representation in all registered WUAs and provides an opportunity
to increase women’s exposure and access to irrigated agricultural technology. However, there are significant regional and
cultural differences in attitudes towards women’s participation in decision-making in the irrigation sector. This goal will be more
easily attained in some districts than in others. Therefore, additional effort will be required in districts where the 33%
participation goal has remained elusive, and higher goals can be set in others where higher participation rates are already the
norm. The Project will assist the Executing Agency to mainstream gender concerns in the sector by (i) strengthening the
capacity of the Department of Irrigation (DOI) through the provision of a local gender consultant for the 7-year project period;
(i) recruiting a gender specialist from NGOs/ firms who will work closely with the women development officers of the Ministry of
Women, Children and Social Welfare (MOWCSW) and the district development committee (DDC) gender focal point to support
gender mainstreaming activities at the district level; (iii) requesting 210 FMIS to have at least 33% women'’s representation in
the registered WUA,; (iv) including gender sessions in all training activities in addition to specific gender sensitization training to
all stakeholders including DOI, Department of Agriculture, ,DDC senior and midlevel government officials involved in extension
and field-level interaction, all WUA members, and NGOs/firms, among others; (v) including information about gender roles in
irrigation in baseline survey of each district; (vi) undertaking three workshops— two regional and one national-on gender policy
development and dialogue in conjunction with the MOWCSW, Ministry of Agriculture and Cooperatives (MOAC), National
Planning Commission, and National Women’s Commission; (vii) targeting at least 35% women farmers for all irrigated
agricultural extension in line with MOAC's policy on women'’s representation; (viii) developing special programs for women in
agriculture and water management with other members of the team and included in the district gender action plan to give
pragmatic guidance at the local level; (ix) ensuring at least 35% women or female centered households will have access to
nonconventional irrigation schemes; (x) ensuring at least two decision-making positions on the WUA management committee




74 Appendix 11

go to women in areas where there has already been progress in increasing women'’s participation; (xi) requiring all data to be
gender disaggregated; (xii) engaging partner NGOs/firms having at least 50% women field staff; and (xiii) ensuring larger
outreach and benefits accrue to women farmers by recruiting at least 50% female community organizers in view of the fact that
virtually all association organizers are male.

e HAS AN OUTPUT BEEN PREPARED? [X] YES [] NO
e A gender plan has been prepared and is covenanted (Appendix 15)

E. Social Safeguards and Other Social Risks

Item

Significant/Not
Significant/
None

Strategy to Address Issues

Plan Required

Resettlement

Not significant

Based on a survey of three core subprojects, only minimal strip
acquisition is envisaged for widening or extending existing canals. A
resettlement framework (RF) was prepared to deal with the limited
impacts of the subprojects. Construction activities will not start until the
resettlement plan (RP, containing an inventory of loss, the number of
affected men and women and agreed upon compensation, whether
voluntary /involuntary) is signed by the affected persons (APs) and
implemented. Preparation of the RP is part of subproject preparation,
and its implementation will be carried out in close consultation with and
participation of APs and designated WUA men and women members,
along with an acceptable third party witness.

1 Full
X1 short
[CINone

Affordability

None

Participating men and women farmers’ share in labor and cash
contribution is based on the principle of equity in contribution and benefit
sharing, hence impediments to project implementation is not foreseen.
The Project will take steps to ensure that the cost of credit and inputs is
reasonable and that poor men and women farmers have equal access to
credit through appropriate arrangements for collateral.

[] Yes
X No

Labor

Not-significant

While the Project will increase the labor requirements to 3.3 million
person-days annually, of which 58% are additional female employment
opportunities, no major impact on the labor market is foreseen. Rather,
the Project will increase earning opportunities for women and men, and
reduce the need for male migration and thus have positive impacts on
women and improved family well-being. The Project will monitor child
labor and compliance with the international core labor standards. The
Project will ensure equal pay between men and women for the same
work.

[ Yes
X No

Indigenous
Peoples

Not-significant

The Project targets areas with high percentages of ethnic groups. In the
three core subprojects, ethnic peoples issues were found insignificant as
the beneficiary group comprises an ethnic local majority but a national
minority. Where small disadvantaged ethnic and caste groups may be
identified, ADB’s Policy on Indigenous Peoples will be applied and will
build on the organizational model of each ethnic group’s FMIS. A sample
indigenous peoples specific actions (IPSA) has been prepared as a
precautionary measure, which will be integrated in subproject
implementation plans (SIPs). Safeguards to ensure inclusiveness
include subproject selection criteria that will require the WUA
management committee to constitute roughly the same proportions of its
social and gender profile as the population of the WUA.

] Yes
X No

Other Risks/
Vulnerabilities

None

Potential risks include the ongoing insurgency, extortion of funds from
Government and NGO staff by the insurgents , political instability, lack of
capacity of locally based NGOs, delays in the devolution process, and
inadequate interdepartmental coordination. The Project has several
built-in safeguards: participatory planning to ensure the full participation
of all stakeholders; WUA centrality in subproject selection, system
design, construction oversight; and increased emphasis on training in
management and irrigation extension at community level. Any potential
risk will be addressed, as there is strong Government commitment and
ownership of the Project.

1 Yes
X No
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GENDER ACTION PLAN

The Irrigation Policy (2003) requires at least 33% women’s representation in all registered water user associations (WUAS) to
provide an opportunity to increase women'’s exposure and access to irrigated agricultural technology and extension. However,
there are significant regional and cultural differences in attitude towards women’s participation in decision making in the
irrigation sector. Therefore, strategies will be culture-specific, with the Project taking immediate advantage of the more
egalitarian and participatory attitudes of the hill ethnic groups to involve women in all project activities, while placing slow and
continuous pressure on the more conservative groups.

The Gender action plan includes the following:

()

(ii)

(i)

(iv)

v)

(vi)

(vii)

Provision of gender specialists. A local gender and poverty specialist will be employed to support all gender-related
activities during the Project period. Gender specialists will also be required from nongovernment organizations (NGOs) or
firms to help support women'’s participation in each district. The NGO/firm gender specialists will work in conjunction with
the women’s development officers and district development committee (DDC) gender focal points. The consultant gender
specialist will develop a project gender operational strategy endorsed by the Department of Irrigation (DOI) to guide project
staff and stakeholders in maintaining a participatory process in the irrigation sector.

Women'’s representation in WUAs. Part of the social mobilization process will include bringing women'’s participation rate
up to at least 33% as required by DOI for all registered WUAs. Since a WUA must be registered to participate in the
Project, the 33% rate should become the norm. This in itself will be insufficient to ensure a meaningful role for women, so
the Project will also have a target of women not only being members of the WUAs, but having roles in the leadership as
well. Therefore, the gender specialist will provide gender sensitization training to WUA members, and leadership training to
women to facilitate their increased and more active participation in WUA activities.

Gender training. The gender specialist will organize capacity development training in gender issues for all project staff,
including those from support organizations such as NGOs/firms. Sessions on gender and development will be part of the
main project orientation training. The DDC of each project district will select one person to work with the NGO/firm gender
specialist to play a catalytic role in gender promotional efforts in the district.

Increasing the number of women in contact with extension services. Representation of women staff in DOI and the
Department of Agriculture is low. Woman-to-woman contact has been found to be more effective in reaching poor women.
Therefore, at least 50% of community organizers will be women who will complement the work of the association
organizers of DOI.

Integration of gender data. The baseline survey of each district will include information on gender roles in irrigation and
agriculture activities. The gender specialist, with the support of the NGO/firm gender specialist in each district, will ensure
this data is included in subproject planning, implementation, and monitoring and evaluation.

Gender policy development and dialogue. Gender policy development will be pursued and addressed by the Project
through three workshops—two regional and one national. The gender specialist will facilitate this and collect opinions for
formulating gender policy within DOI. The workshops will be facilitated in collaboration with other national stakeholders,
particularly the National Planning Commission (NPC), Ministry of Women, Children, and Social Welfare (MOWCSW), and
Ministry of Agriculture and Cooperatives (MOAC). The policy statement will contain the means of ensuring that action is
taken.

Field channel groups. Each field channel group will have at least 35% women farmers following the MOAC policy on
women’s representation and participation. From each group two leaders, a man and a woman, will be selected and trained
to serve as local extensionists.

(viii) Creating opportunities for female-centered households. At least 35% women or female-centered households will be

(ix)

provided an opportunity to access nonconventional irrigation projects such as drip and sprinkler, and water harvesting to
increase production on small plots of land with very small investment. Since an increasing number of poor women are now
managing farms due to the migration of male family members for wage labor, the Project will focus part of its effort on
bringing these technologies to women. Furthermore, microcredit facilities will be made available to women through NGOs
having access to the microfinance facilities of the Rural Microfinance Development Center.

Monitoring and Evaluation. The gender specialist will contribute the establishment of a project monitoring system, to be
adopted by DOI to incorporate data disaggregated by gender, ethnicity, and caste. The specialist will also provide inputs
on other aspects of project management information system (MIS) ensuring its gender responsiveness. Within the project
cycle, biannual reviews will be undertaken to cover all aspects of Project implementation including achievement of gender
goals. Under the guidance of gender specialist, the NGO/firm gender specialist will develop a gender action plan reflecting
local attitudes and practices for each district. The plan will be an integral part of the subproject preparation process. The
plan will contain training proposals as well as strategies for increased participation of women as farmer trainers, WUA
members, participants in project-related activities such as extension programs, walk-through, and participatory evaluations.
Special programs for women in agriculture and water management will be jointly developed with project staff. Gender
development will be an integral part of the Project’s overall targets and strategies.



IMPLEMENTATION SCHEDULE

Component Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7

A. Participatory Irrigated Agriculture Development for FMIS

a. Participatory Planning and Beneficiary Mobilization
Batch 1 (12 districts in 2 clusters, 24 subprojects)

Batch 2 (24 districts - 12 new - in 4 clusters, 48 subprojects)
Batch 3 (35 districts - 9 new - in 6 clusters, 70 subprojects) ™

Batch 4 (35 districts in 6 clusters, 70 subprojects)

Batch 5
b. Irrigation and Associated Infrastructure
Batch 1 (12 districts in 2 clusters, 24 subprojects)

Batch 2 (24 districts in 4 clusters, 48 subprojects)

Batch 3 (35 districts in 6 clusters, 70 subprojects)
Batch 4 (35 districts in 6 clusters, 70 subprojects)

Batch 5
c. Agriculture and Social Development Support
Batch 1 (12 districts in 2 clusters, 24 subprojects)

Batch 2 (24 districts in 4 clusters, 48 subprojects)
Batch 3 (35 districts in 6 clusters, 70 subprojects)
Batch 4 (35 districts in 6 clusters, 70 subprojects)
Batch 5

Support for Completed Schemes under Previous Projects
- Agriculture and Social Development

- Disaster Rehabilitation
- Monitoring and Technical Advise
Innovative Irrigation for the Poorest

B. Institutional Strengthening and Project Management
a. Support for National Level Strengthening

b. Operation of FMIS Intervention Mechanisms

c. Training

€T Xixpuaddy

" The number of subprojects to be initiated for the 1st cluster districts will be carefully considered at the end of the 2nd year, depending on the performance and

capacity of the concerned districts to manage 6 subprojects (2 each for batch 1 to batch 3) a



INDICATIVE CONTRACT PACKAGES
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Item Estimated Number of Mode of
Total Cost Packages Procurement
($ million)
1. Civil Works
Irrigation and Associated Infrastructure 24.5 500 LCB
2. Equipment and Vehicles
a. Vehicles 0.1 1 IS
b. Vehicles Spare Parts and Maintenance 0.2 50 LCB/ DP
c. Equipment and Supplies 17 Multiple LCB/ DP
Subtotal 2.0
3. Services
a. Consulting Services 3.3 1
b. Surveys and Studies 2.0 50
c. NGO Services® 0.7 105
Subtotal 6.0
Total Contracts 32.5

IS = international shopping, LCB = local competitive bidding, NGO = nongovernment organization.

a

National Federation of Irrigation Water User Associations Nepal may be directly engaged for a small number

of selected districts to undertake awareness and social mobilization of water user associations with capacity

development provided through the consultants.
Source: Asian Development Bank estimates.
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PROJECT PERFORMANCE, MONITORING AND EVALUATION

32. The Project performance, monitoring and evaluation comprises (i) project benefit
monitoring and evaluation system (PBMES), (ii) management information system (MIS), and (iii)
internal quality control system (IQCS).

A. Project Benefit Monitoring and Evaluation System

33. The PBMES will monitor and document key performance data that will enable the project
to be evaluated against criteria established under the loan agreement. This data will then be
analyzed and, if required, provide the basis for changes and improvements to project scope and
implementation.

34. Project review and evaluation activities will be programmed throughout the
implementation period and will include quarterly, half yearly and annual reports from the ISPM
consultants, the RPSU and CPMO, and a mid-term review 3 years from project commencement.
Three levels of monitoring and evaluation would be used for the Project, namely (i) measuring
project progress during implementation in terms of input monitoring and evaluating
effectiveness, (ii) measuring and analyzing changes in productivity and water delivery, and (iii)
measuring impacts on income distribution and poverty reduction.

35. Currently there are no clear M&E mechanisms to measure the impact of development
programs on poverty reduction. Household surveys are periodically undertaken to provide
indications about income, distribution, employment, consumption and poverty at national and
regional levels. Under the Project, studies will be undertaken regularly and on a planned and
integrated basis. At the project level, baseline surveys will be made during the feasibility study
stage.

36. A comprehensive project review after 3 years will cover, in particular, the overall
progress of the Project, the performance of sub-projects completed (and in preparation) and the
pilot program. This will be undertaken by the Government with the assistance of the ISPM
consultants, and by ADB. In general, all projects components including the ISPM consultant
package, will be reviewed in detail and adjustments made in the context of lessons learned and
constraints experienced. The implementation and expenditure program will also reflect this
review and no significant expenditure commitments will be entered into by the project beyond
the date of the review. This will enable the review to have maximum flexibility and opportunity
for modifications to improve its performance.

37. Quarterly and bi-annual monitoring of the project will be undertaken by RPSU and the
CPMO through reporting of progress and constraints and the measures being undertaken to
overcome constraints. All reports will be signed off by the respective authorities who will be held
responsible for a satisfactory performance of those staff under their responsibility, as well as for
furnishing the reports themselves. Disbursement of funds for further support will be dependent
on satisfactory performance in these areas.

38. The development of a detailed PBME system will be supported under the project but the
general responsibilities will include:

CPMO: The CPMO will be responsible for the collection and collation of all quarterly and
biannual reports from RPSU and the consultants and internal auditors. The
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content of these reports will include field activity and attendance records,
management review meeting minutes, project identification/feasibility study
reports and project evaluation records. These will be stored and made available
upon request by ADB and the Government as required. They will also be
responsible for reviewing these reports every six months and forwarding a project
summary report to ADB and the Government along with an internal audit report.
In addition the CPMO will also be required to report on the progress and
performance of the pilot program. Within CPMO, line agency representatives
(DOI, DOA, MLD) will be personally responsible for the performance and
compliance of their respective line agencies at RPSU and regional levels.

RPSU: The RPSU will be responsible for the collection and collation of quarterly reports
from SMU team members which will outline activities undertaken, document field
activities and progress made and project status (all signed off and validated by
the respective Regional, Divisional or District level authorities) and progress
reports from private sector or contracted support organizations.

Support Organizations: Support organizations will be contracted to provide support
services in project preparation, social mobilization agricultural extension and
training. They will report on these activities to the RPSU as required in their
contractual agreements and will be under the supervision of respective line
agency district representatives (social mobilization and technical activities — IDD;
agriculture activities — DADO).

WUA: WUA will be responsible for ISF collection, O& M of key irrigation assets.

B. Management Information System

39. A systematic record keeping and information management system will be established
under the Project to support and underpin the PBMES and the IQCS. The objective of the MIS
will be to provide ready access to accurate and up to date information on projects at all levels.

40. Accurate records required at RPSU level shall include files, project reports, (collated by
sub-project), contract documents for sub-projects and support organizations, WUA
documentation including MOA and other records, site visit reports and documentation, as well
as project reports. Support for storage and cataloging of this information in RPSU will be
provided under the Project. In the CPMO a complete set of project progress reports (quarterly,
bi-annual and annual) will be maintained and catalogued in addition to consultants’ reports,
CMPO summary reports, and records and reports related to the pilot program.

41. In order to facilitate the reliability and compatibility of incoming data across different
projects, the design of the system will be simple and call for information and data that the
Government staff members are familiar in dealing with. Care will be taken in the initial stages of
the project to ensure that those responsible for maintaining the MIS fully understand its function
and purpose.
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C. Internal Quality Control System

42. A project quality control and assurance system will be established and supported under
the Project. The objective of this system will be to ensure that agreed quality assurance and
control procedures are applied to all project activities and at all levels and stages.

43. The primary responsibility for establishing and maintaining this system and undertaking
the internal audits that will monitor its adoption will be with the CPMO and, in particular, a
project auditor, whose position in the CPMO will be served by Project Director. The role and
responsibility of the project auditor shall include (i) the establishment and maintenance of a
project-based quality control and assurance system, (ii) the undertaking of regular internal
quality audits on project documentation, RPSU quality practices and processes, (iii)
maintenance of all records and reports for review and inspection, (iv) follow-up on reporting
requirements with MPMU, (v) liaison with an external audit system and TA, (vi) developing
benchmarking systems and approaches, and (vii) reporting to the CPMU.
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Appendix 17

Pro Forma of the Executing Agency’s Project Progress Report

Introduction and Basic Data

Provide the following:

B.

ADB loan number, project title, borrower, executing agency(ies), implementing
agency(ies);

total estimated project cost and financing plan;

status of project financing including availability of counterpart funds and cofinancing;
dates of approval, signing, and effectiveness of ADB loan;

original and revised (if applicable) ADB loan closing date and elapsed loan period based
on original and revised (if applicable) loan closing dates; and

date of last ADB review mission.

Utilization of Funds (ADB Loan, Cofinancing, and Counterpart Funds)

Provide the following:

C.

cumulative contract awards financed by the ADB loan, cofinancing, and counterpart funds
(commitment of funds to date), and comparison with time-bound projections (targets);
cumulative disbursements from the ADB loan, cofinancing, and counterpart funds
(expenditure to date), and comparison with time-bound projections (targets); and
reestimated costs to completion, need for reallocation within ADB loan categories, and
whether an overall project cost overrun is likely.

Project Purpose

Provide the following:

D.

status of project scope/implementation arrangements compared with those in the report
and recommendation of the President (RRP), and whether major changes have occurred
or will need to be made;

an assessment of the likelihood that the immediate development objectives (project
purpose) will be met in part or in full, and whether remedial measures are required based
on the current project scope and implementation arrangements;

an assessment of changes to the key assumptions and risks that affect attainment of the
development objectives; and

other project developments, including monitoring and reporting on environmental and
social requirements that might adversely affect the project's viability or accomplishment of
immediate objectives.

Implementation Progress

Provide the following:

assessment of project implementation arrangements such as establishment, staffing, and
funding of the PMO or PIU;

information relating to other aspects of the EA’s internal operations including quality
control that may impact on the implementation arrangements or project progress as well
as coordination with collaborating agencies.;
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o progress or achievements in implementation since the last progress report;

. assessment of the progress of each project component and subcomponent, with specific
progress indicators and specified milestones achieved;

. assessment of the progress of safeguards, (environment, resettlement, indigenous
people) and social development issues;

. assessment of the progress of policy and institutional action plan and enabling
environments.

. assessment of the progress of project procurement and recruitment of consultants and
other providers such as,
- recruitment of consultants NGOs, and other service providers, and their performance;
- procurement of goods and works (from preparation of detailed designs and bidding
documents to contract awards); and
- the performance of suppliers, manufacturers, and contractors for goods and works
contracts;

. assessment of progress in implementing the overall project to date in comparison with
the original implementation schedule—quantifiable and monitorable target, (include
simple charts such as bar or milestone to illustrate progress, a chart showing actual
versus planned expenditure, S-curve graph showing the relationship between physical
and financial performance, and actual progress in comparison with the original schedules
and budgets, the reference framework or guidelines in calculating the project progress
including examples are shown in Attachment 1);

. an assessment of the validity of key assumptions and risks in achieving the quantifiable
implementation targets; and

. provision of baseline indicators, and assessment of preliminary impacts and their
indicators.
E. Compliance with Covenants

Provide the following:

. the borrower's compliance with policy loan covenants such as sector reform initiatives
and EA reforms, and the reasons for any noncompliance or delay in compliance;
. the borrower’s and EA’s compliance with financial loan covenants including the EA’s

financial management, and the provision of audited project accounts or audited agency
financial statements; and

. the borrower's and EA’s compliance with project-specific loan covenants associated with
implementation, environment, and social dimensions.

F. Major Project Issues and Problems

Summarize the major problems and issues affecting or likely to affect implementation progress,
compliance with covenants, and achievement of immediate development objectives. Recommend actions
to overcome these problems and issues (e.g., changes in scope, changes in implementation
arrangements, and reallocation of loan proceeds).
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Attachment 1
Framework and Guidelines in Calculating Project Progress

A. Introduction

1. To ensure that all implementation activities are reflected in measuring implementation progress
against the project implementation schedule, the term "physical completion” in the PPR has been
changed to "project progress.”

2. Physical and precommencement activities are considered in calculating project implementation
progress. These activities, which may include recruitment of consultants, capacity building, detailed
design, preparation of bid and prequalification documents, etc., could constitute a significant proportion of
overall implementation and therefore should be counted.

3. Each activity in the implementation schedule will be weighted according to its overall contribution
(using time as a reference) to progress of project implementation. These weights will then be used to
calculate the percentage of project progress along the entire time span of the project. This is to provide a
holistic view of the pace of implementation.

B. Framework for Compiling Activity List and Assigning Weights

4, As implementation activities and their corresponding weights will vary according to the type of
project, sector, and country, sector divisions or RMs will be responsible for determining and including
them in the project administration memorandum. The actual project implementation progress of these
activities should be reported regularly through the EA’s quarterly project progress report. To ensure ADB-
wide consistency, the following framework has been established; its application will be monitored through
the PPR.

1. Compilation of Activity List

5. Sector divisions or RMs concerned should identify major implementation activities and include
them in the implementation schedule, which is attached as an appendix in the report and
recommendation of the President (RRP). The implementation schedule should follow the critical path of
the project’s major activities in project implementation taking account of various country, sector, and
project constraints.

2. Assignment of Weights

6. Corresponding weights for each activity should be assigned to ensure that “project progress"
measures the percentage of achievement (nonfinancial except when the project has credit components)
for all events during the entire duration of the implementation schedule. To avoid disproportionate
assignment of weights, to the extent possible these should be evenly distributed along the implementation
schedule. When activities are concurrent, avoid “double counting.”

3. Computation of Project Progress

7. Once all activities are identified and corresponding weights assigned, project progress should be
calculated using the following steps:

0] Determine the actual percentage progress (nonfinancial) of each activity.

(i) Multiply these percentages by the assigned weight of each activity to arrive at the
weighted progress.

(iii) Add up the resulting weighted progress of all activities to determine the project progress.
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Attachment 1

Page 3 of this Attachment provides an illustration of this calculation using a generic sample
implementation schedule and this Attachment, page 4 a specific example in the education sector.

N

Implementation Schedule with Activities and Weights

Yrl Yr2 Yr3 Yr4 Yr5
A _
B - |
_/_/
b

: e
s e

ACTIVITIES

Sum of all weights should equal 100 percent (a+b+c+d+e+f+g = 100%)

When calculating the percentage of “project progress,” all completed activities should be counted as accomplished, regardless of when they
were scheduled to be completed. For example, when calculating the percentage of “project progress” after year 3, if activity D is completed in
year 3 rather than in year 2, it should still be included in the computation.

Total weight of each activity is as follows: Activity A—a; Activity B—b; Activity C—c; Activity D—d; and Activity E—e + f +g

Project progress of a project is the summation of the actual percentage of progress for each activity multiplied by the total weight of each
activity.
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Sample Implementation Schedule

Attachment 1

@ (b) (a) x (b)

Activities Year 1 Year 2 Year 3 Year 4 Assigned Actual Weighted

Weight Progress | Progress
Establish PIU ] 5% 100% 6%
Establish Accreditation Board, etc. s 5% 0% 0%
Appoint Staff and Budget [ ] 4% 75% 3%
Adopt Architecture Plans [ ] 2% 100% 2%
Shortlist Consulting Firms ] 6% 100% 6%
Prepare Fellowship Program [ 6% 76% 4%
Prepare Civil Works Tendering [ 30% 0% 0%
Civil Works: Classrooms, Dorms, etc. ] 6% 0% 0%
Procurement of Furniture and Equipment e 16% 10% 2%
Field Work of Consultants ] 7% 0% 0%
Provide Fellowships . 6% 0% 0%
Conduct Study Tours s 6% 0% 0%
Provide Curriculum Standards [ 6% 0% 0%

Total Weight 100%

Imp. Progress 24%

(a) Assigned weight for each activity
(b) Actual progress of each activity

(a) x (b) weighted progress for each activity

Project progress = sum of all weighted progress for each activity
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FORMAT FOR FAX TRANSMITTAL TO ADB

CONTRACT AWARDS AND DISBURSEMENT PROJECTIONS

To: Director, SANS Date:

Fax No.: 632 636 2391

From: Babu Ram Adhikari, Project Director

Subject: Loan No. 2102-NEP(SF): Community-Managed Irrigated Agriculture Sector
Project

FOLLOWING QUARTERLY PROJECTIONS (IN MILLION DOLLARS) HAVE BEEN MADE IN
2 .

AAA CONTRACT AWARDS: QUARTER |
QUARTER I
QUARTER Il
QUARTER IV

BBB DISBURSEMENTS: QUARTER |
QUARTER I
QUARTER Il
QUARTER IV

TOTAL FOR THE YEAR

REGARDS,






Status of Compliance with Major Loan Covenants

Appendix 20

Reference to LA

Covenant

Compliance
Date

Status

Section 4.02(a)

Submission Audited Reports and
Financial Statements

The Borrower shall (i) maintain,
separate accounts for the Project; (ii)
have such accounts and related
financial statements audited annually,

in accordance with appropriate
auditing standards consistently
applied, by independent auditors

whose qualifications, experience and
terms of reference are acceptable to
ADB; (iii) furnish to ADB, as soon as
available but in any event not later
than 9 months after the end of each
related fiscal year, certified copies of
such audited accounts and financial
statements and the report of the
auditors relating thereto (including the
auditor's opinion on the use of the
Loan proceeds and compliance with
the covenants of this Loan Agreement
as well as on the use of the
procedures for imprest
account/statement of expenditures, all
in the English language; and (iv)
furnish to ADB such other information
concerning such accounts and
financial statements and the audit
thereof as ADB shall from time to time
reasonably request.

Not later than 9
months after the
end of fiscal year

Section 4.03

Submission _of Quarterly Progress
Reports to ADB

Without limiting the generality of
Section 6.05(a) of the Loan
Regulations, the Borrower shall
furnish, or cause to be furnished, to
ADB quarterly reports on the carrying
out of the Project and on the
operation and management of the
Project facilities.

Within one month
at the end of
each quarter.

Schedule 6, para.
1

Project Executing Agency

MOWR shall be the executing agency
and shall carry out its responsibilities
for  overall management  and
implementation of the Project through
DOI.

During Project
implementation.

Schedule 6, para.
2

Implementing Agency and NVC

MOAC shall be the implementing

During Project
Implementation

103
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Reference to LA

Covenant

Compliance
Date

Status

agency for agriculture development
support activities in Part A(i), (iii), (iv)
and Part B of the Project and shall
discharge its responsibilities through
the DOA, respective DDCs and the
NARC. NVC shall undertake external
technical auditing of the works carried
out under the Project.

Schedule 6, para.
3

Central Project Management Office

The Borrower shall establish the
CPMO within DOI under the overall
supervision of the Director General
DOI. The CPMO shall be headed by
the Project Director who shall be a
qualified class-l senior engineer with
multidisciplinary experience and skills,
and shall include staff assigned from
DOI, DOA, DOLIDAR and WECS, on
terms and conditions and with such
skills acceptable tot ADB, including, a
full time class-Ill DOI extension
specialist, five class-lll DOl staff
assigned for planning, design,
irrigation management, environment,
and resettlement issues, along with
staff from the WECS to coordinate
planning and DOLIDAR for small-
scale irrigation schemes.

During project
implementation

Schedule 6. para.
4

Regional Project Support Units

The Borrower shall establish an
RPSU in each RID within the Project
area and assign the Director, RID as
the Project manager for the RPSU
concerned. RPSU shall comprise
other staff assigned form RID and the
Regional Directorate of Agriculture
concerned.

During project
implementation

Schedule 6, para.
5

Subproject Management Units

The Borrower shall establish an SMU
in each Project district to be in charge
of day-to-day Subproject
implementation activities and assign
the Chief of the respective IDD or
IDSD as Subproject Manager of the
SMU concerned on a full-time basis.
For districts where no IDD or IDSD
exist, appropriate staff of the
respective IDD or IDSD shall be
assigned as deputy Subproject
Manager for the SMU on a full-time

During Project
implementation.
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Reference to LA

Covenant

Compliance
Date

Status

basis. The SMUs shall be supported
by an agriculture development officer
form DADO, a managerial
representative from DDC and staff
from other departments concerned.
An administrative staff and an
accountant shall be assigned to each
SMU to keep track of all the Project
activities and expenditures by all
agencies on a weekly basis and to
ensure appropriate reimbursement of
the Project expenditures. The SMUs
shall undertake all the Project
activities at the district level from
Subproject identification to monitoring
of completed schemes by mobilizing
and supervising the staff of the public
organizations, NGOs and private
service  providers involved in
Subproject  implementation.  The
SMUs shall meet regularly with the
WUAs concerned for joint decision
making and monitoring of Subproject
activities.

Schedule 6, para.
6

Project Steering Committee

Project Steering Committee (PSC) is
established to provide policy guidance
and undertake necessary
coordination of the Project activities.
PSC is chaired by Secretary of
MOWR and comprise representatives
of Ministry of MOAC, Ministry of
Finance, Ministry of Local
Development, Ministry of Women,
Children, and Social Welfare, National
Planning Commission, WECS, NARC,
DOA, DOIl, DOLIDAR, Dept of
Hydrology and Meteorology, DOL,
DOWD, and other agencies
concerned. The project director shall
be the secretary to the PSC. ADB
staff and the ISPM consultants may
attend the PSC meetings as
observers. The PSC shall meet at
least once a year, or as often as may
be needed.

During Project
Implementation

Schedule 6, para.
7

Project Appraisal Committee

Project Appraisal Committee (PAC) is
established to be responsible for
approval of individual SIPs. The DG,
DOI shall chair the PAC. Director of

During Project
Implementation.
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Reference to LA

Covenant

Compliance
Date

Status

Agriculture Extension Division of DOA
and all deputy directors general in
DOI shall be members of PAC. The
team leader of the consultants shall
act as an advisor to the PAC and the
PD shall be the secretary of the PAC.

Schedule 6, para.
8

Stakeholder Group

Stakeholder group is established to
coordinate and exchange information
on irrigation sector reforms and
programs supported by external
funds. The stakeholder groups shall
be chaired by the DG, DOI and
include members of the PSC, external
funding agencies, NFIWUAN and
relevant research organizations.

During Project
Implementation.

Schedule 6, para.
9

Subproject Selection Criteria

Except as ADB may otherwise agree,

the Subprojects shall be selected in

accordance with the following criteria:
() The subproject shall be in line
with the district/basin irrigated
agriculture development strategy,
i.e. having demonstrated marketing
opportunities for intensified and/or
diversified agriculture and access
to agriculture support services
such as extension services. Those
having prospects for promoting
year-round irrigation shall be
accorded high priority;

(i) The subproject area shall have
relatively equal land distribution,
i.e, more than 40 percent of the
benefit area shall be worked by
marginal and small farmers *up to
0.5 hectare in the hills and 1.0
hectare in the Terai), or by the
lower 70 percent of the beneficiary
households. Preference shall be
given to Subprojects with higher
percentages of land worked by
these farmers and Subprojects
located in food-deficit areas;

(i) The Subproject shall have
more than 50 beneficiary
househldlds and be not larger than
1,000 hectares, except for those
targeted for demonstration of
innovative small-scale irrigation
activities for the poorest.

During Project
Implementation




Appendix 20

Reference to LA

Covenant

Compliance
Date

Status

(iv) The Subproject cost shall not
exceed equivalent of $1,000 per
hectare

(v) The farmers shall have
established a WUA that has been
operating and maintaining the
FMIS  concerned since the
establishment of such FMIS, has
confirmed annual resource
mobilization for O&M, has not
intra-WUA conflicts and is willing to
mobilize and contribute resources
(labor, cash or in kind) for the
implementation of the Subproject,
demonstrated by more than 70
percent of the  beneficiary
households having singed off the
Subproject request with assurance
of beneficiary contribution.

(vi) The WUA concerned shall
have provided upfront cash
contribution of at least NRs 50 per
hectare of its command area at the
time of the Subrpoject request,
established the emergency reserve
fund for non-recurrent O&M works
with the said contribution, and
agreed to increase it annually by
contributing an additional amount
to be specified the respective SIP
to be not less than 0.5 percent of
the Subrpoject rehabilitation cost;
(vii) the Subproject shall not have
any major negative environmental
impact that requires a full EIA,
including any negative impact on
other users of the same source;
the IEE shall have been
undertaken and  appropriately
approved after consulting the
beneficiaries and those affected by
the subproject, having concluded
that the subproject is
environmentally sound and any
negative consequences can be
effectively mitigated.

(viii) The Subproject shall not
involve any land acquisition and/or
involuntary resettlement. In the
event that any land acquisition
and/or resettlement are required
for any Subproject, the
resettlement  plan  shall be
prepared and carried out in

107
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Reference to LA

Covenant

Compliance
Date

Status

accordance with the resettlement
framework agreed between the
Borrower and ADB, prior to
initiating the tendering process of
the physical works.

(ix) except as ADB may otherwise
agree, the Subproject shall be
technically feasible, economically
viable, with economic internal rate
of return of at least 15 percent, and
socially sound, requiring no or
minimal involuntary resettlement;
and

(x) The Subproject shall not have
received, within the last 15 years,
any major investment supported by
the Borrower, external funding
agencies and/or NGOs.

Schedule 5, para.
10

The Borrower shall ensure that the
Subprojects selected in accordance
with the above-mentioned criteria are
implemented in accordance with the
arrangements and procedures agreed
between the Borrower and ADB, as
outline below. The Borrower shall
ensure that the number of
Subprojects managed by each SMU
shall be based on the implementation
performance of the SMU concerned.
(i) Subproject proposals: The
RPSUs and SMUs shall prepare
district agriculture development
strategy, undertake information
campaign and seek out interested
WUAs to facilitate submission of
Subproject proposals through the
DDCs and the SMUs concerned,
with the signature of at least 70
percent of the  beneficiary
households and upfront cash
contribution of NRs 50 per hectare
of command area.
(i) Screening and identification:
The SMUs shall screen and
identify the Subprojects upon
receipt of the WUA proposals,
following the criteria agreed
between the Borrower and ADB.
(i) Feasibility studies and SIP
preparation: The SMUs shall
undertake the feasibility studies
and prepare the SIPs comprising
WUA institutional development
plan, infrastructure development

During Project
Implementation.
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Reference to LA

Covenant

Compliance
Date

Status

plan, agriculture and livelihood
enhancement plan, IEE,
environmental management plan
and draft resettlement plan, if
needed. The feasibility studies and
the SIPs shall be prepared with
WUA participation, endorsed by
WUA general assembly and
approved by the PAC after field
review and confirmation by the
RPSUs concerned.

(iv) ADB approval of SIP: For an
initial period to be agreed between
the Borrower and ADB, each SIP
and feasibility study report,
including IEE, shall be submitted to
ADB for approval. After such an
initial period and once it has been
established that they have
achieved the desired level of
quality, the feasibility studies and
the SIPs shall be retained by the
CPMO and shall be made
available for review of ADB as and
when requested.

(V) WUA beneficiary mobilization:
The SMUs shall support the WUAs
in achieving the institutional
development targets specified in
the institutional development plan
of the WUA concerned, with the
assistance, as may be needed, of
the NGOs, Cos and NFIWUAN to
be recruited under the Project.

(vi) Memorandum of agreement :
After full achievement of the
institutional development target, a
memorandum of agreement, which
specifies schedules, programs and
responsibilities of the organizations
concerned to implement the SIPs
shall be signed by the heads of the
respective IDD or IDSD, DADO,
DDC and WUA. The SIPs shall
then be incorporated in the District
Agriculture Development Plans of
the districts concerned.

(vii) detailed design finalization and
beneficiary conribution: Detailed
Subproject  design  shall be
finalized upon endorsement by the
WUAs and approval by the RPSUs
concerned. The SMUs shall ensure
that the WUAs mobilize beneficiary

109
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Reference to LA

Covenant

Compliance
Date

Status

contribution equivalent to 3 percent
of the construction cost of the
diversion structures and 10 percent
of the construction cost of other
structures and works, of which 30
percent shall be acquired prior to
the tendering, and 100 percent by
the time 50 percent progress of the
civii works shall have been
attained.

(viii) Tender and construction: The
SMUs shall initiate the tendering
process of the civil works after
confirmation of the WUAS
compliance on mobilization of
beneficiary contribution. The SMUs
shall also ensure that the WUAs
sign the contract between the SMU
and the contractor concerned as
witness, receive appropriate
training and are involved in
monitoring of the construction
works.

(ix) Agriculture development and
livelihood enhancement support:
The SMUs shall provide agriculture
development and livelihood
enhancement support in
accordance with the relevant SIPs.
In providing agriculture
development services, priority shall
be given to field channel groups
establishing good on-farm water
management practices, and
marginal and small farmers. The
SMUs shall also ensure that
demonstration plot owners repay
the cost of inputs to the respective
WUAs as seed money to enable
continuation of demonstration, and
that group leaders are trained as
the WUA extension specialist. For
agriculture  development  and
livelihood support activities, the
SMUs shall ensure that the field
channel groups have at least 35
percent women participants, and
the WUAs monitor and confirm the
quantity and quality of the services
provided.

(x) Subproject completion and
O&M: The SMUs shall undertake
test run at the completion of the
Subprojects and issue a joint




Appendix 20

Reference to LA

Covenant

Compliance
Date

Status

confirmation o the quality of
infrastructure with the respective
WUAs and RPSU mobile teams,
including the consultants, after
which final payment to the
contractor shall be made. The
SMUs shall also (a) support the
respective WUAs to prepare for
and implement O&M up to at least
one year after the completion, and
(b) facilitate establishment and
buildup of an emergency
maintenance fund.

(xi) Subproject completion and
reqular monitoring: after
completion of all the subproject
activities, the SMUs shall sign
completion certificates and prepare
program completion reports in the
format agreed with ADB. The
SMUs shall maintain annual
technical social, and financial audit
of the relevant WUAs thereafter.

Schedule 6, para.
11

Devolution of FMIS Operations

The Borrower shall ensure that the
DDCs with small feasible FMIS
undertake to implement those FMIS
under the Project only after the
necessary irrigation implementation
team is formed, which shall include a
class I/l engineer and several
overseers in the DTO irrigation
section who may be assigned from
amongst the respective IDD or IDSD
staff with the concurrence of the DDC
concerned, and account officer and a
social mobilizer. The DTO’s
implementation of the Project
activities shall be supervised by the
SMU Subproject Managers. The
Borrower shall ensure that this
arrangement is undertaken in at least
five districts prior to the midterm
review. On the other hand, the DDCs
lacking human resources may request
the DOI to undertake small FMIS
subprojects on their behalf. Based on
such arrangement, the Borrower shall
prepare a satisfactory devolution
action plan at midterm review and
shall implement the plan thereafter.

During Project
Implementation.

Schedule 6, para.
12

The Borrower shall ensure that the
delivery of agriculture extension and

During Project
Implementation.
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Reference to LA

Covenant

Compliance
Date

Status

other services through the DADOs
are undertaken in accordance with
the provisions of the LSGA, including
assigning to the DOA responsibility of
providing technical support and
quality control services to DADOSs.

Schedule 6, para.
13

Policy and Institutional Reforms

The Borrower shall undertake and
ensure timely implementation of the
policy and institutional reforms and
the actions required thereunder, as
agreed between he Borrower and
ADB, including (i) maintaining regular
dialogue with ADB on agriculture
sector reforms; (i)  preparing
integrated water resources
management policy, national water
plan and other institutional framework
needed for water resources and
irrigation sector; (iii) preparing policy
and guidelines for non-conventional
irrigation; (iv) preparing institutional
development vision and strategy for

the DOl (v) promoting
decentralization of irrigation
development operations; (vi)

strengthening  financial resources
management; (viii) improving FMIS
guidelines and manuals, including
revised design standards to promote
the least-cost designs adaptable to
local conditions; (viii) strengthening
internal quality control mechanism,
and (ix) applying external technical
auditing method in irrigation and rural
infrastructure sector.

During Project
Implementation.

Schedule 6, para.
14

Counterpart funding for FMIS

The Borrower shall, within 2 years
after the Effective Date, establish a
regular budget item sufficient to
support rehabilitation of the
completed FMIS that have suffered
damages caused by natural disasters
beyond the scale envisaged within the
design return period. For effective
management of the fund, DOI will
prepare  guidelines for budget
allocation, which would provide
budget to schemes with better
performance in terms of providing
more counterpart WUA fund to match

13 January 2008
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Covenant

Compliance
Date

Status

the DOI grant facilities.

Schedule 6, para.
15

OPEC Fund Co-Financing

In the event that the proceeds of the
OPEC Loan are not made available to
the Borrower for the Project
expenditures in a timely manner, the
Borrower shall undertake to revise the
scope of the Project and adjust the
related costs in agreement with ADB

During Project
Implementation.

Schedule 6, para.
16

Environment

The Borrower shall ensure that
adequate environmental mitigation
measures are incorporated into all
Subproject  design,  construction,
operation, maintenance and
monitoring arrangements in
accordance with the (i) the
environmental laws and regulations of
the Borrower, (ii) the Environmental
Policy of the ADB (2002), and (iii)
Subproject specific  environmental
assessment and review procedures,
and arrangements agreed between
the Borrower and ADB. The Borrower
shall ensure that each Subproject
feasibility study report includes and
IEE. When an IEE requires
preparation of a full EIA, such EIA
shall be endorsed by DOI and
submitted to ADB for concurrence
before Subproject approval. The
Borrower shall also ensure that no
Subproject is approved in the
absence of such concurrence by
ADB.

During Project
Implementation.

Schedule 6, para.
17

Land acquisition and Resettlement

In the event that land acquisition
and/or involuntary resettlement are
required for any subproject, the
Borrower shall ensure that such land
acquisition and/or involuntary
resettlement are implemented in
accordance with (i) the Borrower's
applicable laws and regulations, (ii)
ADB's policy on Involuntary
Resettlement (1995), and (iii) the
resettlement framework prepared for
the Project and the sample
resettlement plan. The Borrower shall
ensure that no subproject is approved
unless the required resettlement plan

During Project
Implementation.
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Reference to LA Covenant Compliance Status
Date
has been submitted and endorsed by
the DOI and ADB.
Schedule 6, para. | Indigenous People During Project

18

Should issues related to indigenous
peoples be identified during project
implementation and subproject
preparation, the borrower shall ensure
that (i) ADB's policy on indigenous
people (1998) is closely followed, and
(i) the measures indicated in the
sample indigenous people's specific
action plan, prepared for the project,
are integrated in the SIPs.

Implementation.

Schedule 6, para.
19

Gender Issues and Disadvantaged
Groups

The Borrower shall ensure that (i) the
WUAs include at least 33% women
members on average, (ii) the gender
action plan agreed at appraisal is
effectively implemented, and (iii) the
disadvantaged groups are duly
represented in the WUAs in
proportion to their numbers in the
FMIS household distribution for the
subproject concerned.

During Project
Implementation.

Schedule 6, para.
20

Project Performance Monitoring and
Evaluation

The Government will ensure that
performance monitoring and
evaluation (M&E) of the Project is
carried out by the CPMO. M&E
system shall comprise (i) subproject
level baseline physical and socio-
economic data collected during SIP
preparation, which shall be kept in
M&E section of DOl, (i)

implementation-related monitoring
with regard to the progress of
subproject preparation and

implementation status, to be collected
and reported by SMU and managed
by RPSU and CPMO, and (iii) post-
completion impact data, to be
collected and reported by WUAs and
maintained in the M&E section in the
DOI.

31 December
2006

Schedule 6, para.
21

Project Review

The Borrower and ADB shall
undertake joint reviews of the Project

During Project
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Covenant
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at least twice a year. These reviews
shall include, with respect to the
Project, a review of the performance
of the DOl and other institutions
involved in implementation of the
Project, implementation of the policy
and institutional action plans, loan
covenants, gender action plan and
physical progress of Project
implementation. A comprehensive
midterm review shall be carried out in
the third year of Project
implementation to evaluate (i) Project
progress including design,
stakeholder participation quality of
SIP, WUA strengthening, design,
construction, and agriculture and
livelihood enhancement services; (ii)
economic, social, gender and

environmental impacts and
management; (iii) effectiveness of the
Project management and

implementation arrangements; (iv)
progress on policy and institutional
reforms referred to in paragraph 13
hereabove; and (v) future
implementation plan and targets.
Appropriate  adjustments to the
Project design and implementation
arrangements shall be made as
necessary.

Implementation.
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