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CURRENCY EQUIVALENTS

Project Comple-

Currency Appraisal Reformulation tion Report
Unit (Sept-Oct 1977) (May 1982) (April 1986)
$ 1.00 NRs 12,50 NRs 13.200 NRs 21.000
NRs 1.00 $ 0.08 $ 0.076 $ 0.048

On 19 September 1981 the dual exchange rate was abolished and
the Nepalese Rupee was devalued and pegged to the US Dollar at US$1l =
NRs 13.20. Since June 1983, the Nepalese Rupee has been pegged to a
trade-weighted basket of currencies.

For purposes of calculations in this Report, the rate of
US$1.00 = NRs 21.00 which prevailed at the time of the PCR Mission's
visit has been used.

ABBREVIATIONS
ADAB - Australian Development Assistance Bureau
DOF - Department of Forests
FAO - Food and Agriculture Organization
FPDB - Forest Products Development Board
MFSC - Ministry of Forests and Soil Conservation
OPEC - Organization of Petroleum Exporting Countries
NOTES

(1) In this Report, "$" refers to US dollar and NRs to Nepalese
rupees.

(11) The fiscal year of the Govermment ends on 15 July.
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Loan

Identification

AN W N =
.

Loan

Country

Loan Number
Project Title
Borrower
Executing Agency
Amount of Loan

Data

Appraisal
- Date Started
- Date Completed

Loan Negotiations
- Date Started
- Date Completed

BASIC

(iv)

DATA SHEET

Date of Board Approval

Date of Loan Agreement

Nepal

334-NEP(SF)

Sagarnath Forestry Development Project
His Majesty's Government of Nepal
Forest Products Development Board
Original - $4.9 million

On Reformulation - $3.1 million

10 September 1977
06 October 1977

ee oo

14 November 1977
15 November 1977

TR Y

20 December 1977

.o

27 March 1978

e

Date of Loan Effectiveness
~ In Loan Agreement

- Actual

-~ Number of Extensions

Project Reformulation

- Date of Reformulation

27 June 1978
14 September 1978
Two

“e oo oo

11-27 May 1982

- Approval of Reformulated

Project

Loan Closing Date

- In Loan Agreement

- At Project Reformulation

- Actual

- Number of Extensions

Terms of Loan
- Service Charge

- Maturity (Number of Years)
- Grace Period (No. of Years)

05 November 1982

: 15 June 1985
15 June 1985
15 June 1986
One

1 per cent per annum
40 years
10 years

Terms of Re-Loan (if any)

- Interest Rate

- Maturity (No. of Years)

- Grace Period

- Second-Step Borrower

None
None
None
None

“s 00 se os



)

10. Disbursements

-~ Date of Initial Disbursement
- Date of Final Disbursement (Bank):
-~ Total Amount Disbursed
- Total Amount to be Cancelled

Project Data

Project Cost

a. Foreign Exchange
b. local Currency

c. Total

Financing Plan
a. Borrower-financed

b. Bank-financed
(1) loan
(11) Grant

c. Other External Financing (OPEC Fund)
d. Total

Cost Breakdown by Project Components

a, Plantation establishment
and maintenance

b. Residual forest harvesting
c. Sawlog and smallwood processing

d. Infrastructure and
cammumnity facilities

e. Consultants and Training
f. Physical contingency

g. Price contingency
Total

: 25 August 1981 (Bank)

: $1.937 million

$1.163 million

15 September 1986

Appraisal At
Estimate Reformilation Actual
($ Mi1lion) ($ M1lion) ($ Million)
7.950 6.150 3.617
5.262 3,437 2.616
13.212 9.587 6.233
5.262 3.487 2.616
4,900 3.100 1.937
0.050 a/ b/
3,000 3,000 1.680%/
13.212 9,587 6.233
0.094 1.128 2.025
0.411 1.500 1.372
2.172 - -
4,267 4.218 2.309
1.183 0.827 0.527
1.333 0.698 -
2,942 1.216 -
13.212 9,587 6.233

The cost of fellowships which was financed through the Bank's technical assistance
grant was not included in the revised cost estimates shown in the Reformulation Board

Paper

A total of $0.039 million was spent out of the proceeds of the Bank's technical

assistance grant of $0.050 mill{ion.

This amount represents commitments under OPEC Fund as of 15 September 1986, out of
which $1.596 have been actually disbursed and the balance of $0.084 million is
expected to be disbursed by the end of December 1986.




(vi)

4, Project Schedule
a. Date of Contract with Consultants
Appraisal Actual
Man- Man-
Consultant Engagement Date Months Engagement Date Months
A. TImplementation
1. Plantation Management 14 Dec'78 - 14 Dec'81 36 30 Sep'82 - 15 7un'86 44.5
2. Maintenance Engineering 14 Dec'78 - 14 Dec'80 24 16 Jun'82 - 15 Jun'84 24.0
3. Financial Management 14 Dec'78 - 14 Dec'80 24 19 Dec'82 - 18 Dec'83 12.0
4. Econamics and Market Survey - - 21 Feb'86 - 21 Apr'86 2.0
Total 84 82.5
B. Training
Plantation Management
(Team Leader) Sep 1979 - Sep 1981 24 Jan 1980 - Jun 1982  36.0
2, Mechanical Operations Sep 1979 — Sep 1981 24 Jul 1980 - Jun 1982  24.0
3. Engineering Sep 1979 — Sep 1981 24 Jul 1980 - Jun 1982  24.0
4. Pests and Diseases Control - - 11 Sep'85 - 11 Oct'85 1.0
Total 12 85.0
Appraisal Reformulation
Estimate Estimate Actual
b. Completion of Engineering - - -
c. Civil Works Contract
- Date of award - - -
- Completion of work - - -
d. Equipment and supplies dates
— First procurement Aug 1978 - Jan 1981
- Last procurement Jan 1985 Jan 1985 May 1986
e. Start of Operations
Plantation Establishment (ha)
1978/79 - - -
1979/80 400 - 170
1980/81 800 - 190
1981/82 1,050 400 400
1982/83 1,000 640 640
1983/84 1,300 1,000 1,000
1984/85 1,300 1,000 850
1985/86 1,400 1,100 925




(vii)

D. Data on Bank Missions
Mission
Type of Mission Dates Members Man-Days
1. Consultation 30 September - 03 October 1978 1 4,0
2. Inception 25 April - 2 May 1979 3 18.0
3. Review 09-18 November 1979 2 16.0
4, Review 20 March - 02 April 1980 1 14,0
5. Review 02-11 December 1980 2 16.0
6. Disbursement 20-27 July 1981 2 1.0
7. Disbursement 06-20 March 1982 2 1.0
8. Reformulation 11-27 May 1982 3 45.0
9. Review 10-17 December 1982 1 7.0
10. Review 08-15 June 1983 1 5.0
11. Disbursement 13-31 October 1983 3 0.5
12, Review 10-15 November 1983 1 6.0
13. Disbursement 03-17 May 1984 2 0.5
14. Review 08-16 August 1984 2 10.0
15. Review 18 Novenber — 01 December 1984 2 18.0
16. Disbursement 19-27 Novenber 1984 3 3.0
17. Consultation 2428 July 1985 1 0.5
18. Review 17 Septenber — 02 October 1985 1 6.0
19. Disbursement 21-31 March 1986 2 1.0
20. PR 10-24 April 1986 4 28.0
Total Man-Days 200.5
E. Related loans
Date of Amount
Loan Number Project Title Agreement ($ million)
I. Same Executing Agency
ADB 749-NEP (SF) Third Forestry Development Jan 1986 10.0002/
II. Other Executing Agencies
ADB 633-NEP(SF) H{11 Forest Development Dec 1983 16.700%/
DA Comumity Forestry Development 1980 17.500
DA Second Forestry Development 1983 18.000
a/ US Dollar equivalent of SDR 9.796 million at the time of loan approval.
b/ US Dollar equivalent of SDR 15.501 million at the time of loan approval.
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Appendix 5
Page 8

I. COMPLIANCE WITH MAJOR LOAN COVENANTS
RE: ARTICLE 11 OF THE PROJECT AGREEMENT

Particular Covenants

Status of Compliance

(b) Without 1limiting the generality of the fore-
going, the Board undertakes to insure or cause
to be insured the goods to be imported for the
Project and to be financed out of the proceeds
of the Loan against hazards incident to the
acquisition, transportation and delivery there-
of to the place of use or installation, and for
such insurance any indemnity shall be payable
in a currency freely usable to replace or
repair such goods.

F. Section 2.06

The Board shall maintain or cause to be maintained sepa-
rate records for the Project which are adequate to
identify the goods financed out of the proceeds of the
Loan, to disclose the use thereof in the Project, to
record the progress of the Project, including the cost
thereof, and to reflect in accordance with consistently
maintained sound accounting practices its operations
and financial condition.

G. Section 2.07

(a) The Bank and the Board shall cooperate fully to
ensure that the purposes of the Loan will be
accomplished.

(b) The Board shall promptly inform the Bank of any
condition which interferes with, the progress
of the Project, the performance of its obliga=-
tions wunder this Project Agreement or the
accomplishment of the purposes of the Loan.

(c) The Bank and the Board shall from time to time,
at the request of either party, exchange view
through their representatives with regard to
any matters relating to the Project, the Board
and the Loan.

H. Section 2.09

The Board shall have its accounts and financial state-
ments (balance sheets, statement of income and expenses
and related statements) audited annually, in accordance
with sound auditing principles by the Dept. of the
Auditor General or by independent auditors appointed by
the Auditor General of the Borrower and acceptable to

Complied with,

Complied with, Adequate records are
kept in Kathmandu and Sagarnath.

Complied with,

No major 1interference occurred during
the Project implementation period.

Complied with,

The audit reports on FPDB's financial
accounts for 1979/80 to 1983/84 were
received by the Bank 12 to 15 months
after the end of each financial year.
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Appendix >
Page 9

I. COMPLIANCE WITH MAJOR LOAN COVENANTS
RE: ARTICLE |1 OF THE PROJECT AGREEMENT

Particular Covenants

Status of Compliance

the Bank, and shall, promptly after their preparation
but in any event not later than six months after the
close of the fiscal year to which they relate, furnish
to the Bank: (i) certified copies of such financial
statements; and (ii) the report of the auditors relating
thereto, all in the English language. The Board shall
furnish to the Bank such further {information concerning
such accounts and financial statements and the audit
thereof as the Bank shall from time to time reasonably
request.

I. Section 2.11

(a) The Board shall, promptly as required, take all
actions within its powers to maintain its exis-
tence, to carry on {ts operations and to
acquire, maintain and renew all rights, proper-
ties, powers, privileges and franchises which
are necessary in the carrying out of the
Project or in the conducts of its business.

(b) The Board shall at all times conduct its busi-
ness in accordance with sound administrative,
financial management and personnel policies.

(c) The Board shall at all times operate and main-
tain its equipment and other property, and from
time to time, promptly as needed, make all
necessary repairs and renewals thereof, all in
accordance with sound administrative, finan-
cial, engineering, forestry and maintenance and
operational practices.

J. Section 2.13

Except as the Bank may otherwise agree, the Board shall
apply the proceeds of the Loan to the financing of
expenditures on the Project in accordance with the
provisions of the Loan Agreement and the Project Agree-
ment, and shall ensure that all goods and services
financed out of such proceeds are used exclusively in
the carrying out of the Project.

Complied with, FPDB 1is still a duly
constituted Covernment body.

Complied with,

Complied with.

Complied with,
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Page 10
I. COMPLIANCE WITH MAJOR LOAN COVENANTS
RE: ARTICLE 11 OF THE PROJECT AGREEMENT
SCHEDULE
(EXECUTION OF THE PROJECT)
Particular Covenants Status of Compliance

Project Area
1. The Board shall have sole responsibility for and Complied with,

authority over the Project area.
Project Management Office
2. A Project Management Office shall be established at Partially complied with. The PMO was

Sagarnath. The Board shall provide the Project established but the full complement of

Management with adequate, qualified and experienced ) five section heads was not attained as

personnel on a continuous basis and shall ensure DOF failed to send more senfor staff

that the Class |l or Class Iil officers who serve in on secondment to the Project.

the positions of the five section heads reside per-
manently and perform their duties on a full-time
basis in the Project area except that the Fiscal
Officer in charge of procurement may reside in Kath-
mandu. The Borrower shall inform the Bank of the
names, qualifications and date of posting of all
officers appointed to replace those currently
serving as the five section heads.

Project Manager

3. (a) The Board shall appoint in consultation with Complied with,

the Bank a Project Manager who shall be respon-
sible for the overall implementation and opera-
tion of the Project. To facilitate the effi-
cient  implementation of the Project, the
Project Manager shall establish a close working
relationship with the Forest Officer for the
Janakpur Divison and the Conservator for the
Janakpur Forest Circle.

(b) Except as the Bank and Board shall otherwise Complied with,

agree, the Board shall retain the current
Project Manager on deputation at the Project
area until 1 August 1985. Should the current
Project Manager be unable to serve until August
1985, the Board shall, after consulting with
the Bank, appoint as Project Manager a senior
forestry officer of Class | rank.

Adoption of Rules

4. The Board shall, within six months of the effective Complied with,
date of the Lean, adopt rules which are necessary
for the implementation of the Project. The rules
shall be provided to the Bank for information and
comment.
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Appendix 5
Page 11

1. COMPLIANCE WITH MAJOR LOAN COVENANTS
RE: ARTICLE || OF THE PROJECT AGREEMENT

SCHEDULE

(EXECUTION OF THE PROJECT)

Particular Covenants

Status of Compliance

Annual Price=-Demand Survey

5. The Board shall conduct an annual price=-demand
survey of sawn timber, roundwood and fuelwood in the
central and eastern Terai and shall furnish the Bank
within 60 days of the completion of each survey a
report summarizing the findings.

Aerial Photography

6. The Board shall arrange aerial photography of the
Project area at a scale of 1:25,000 to be ready
within one year of the effective date of the Loan.

Topographic Map

7. The Board shall cause to be prepared by 1 January
1983 or another mutually agreeable date a topogra=-
phic map using a scale of 1:20,000 or another scale
appropriate for detailed forest management of the
Project area.

The annual survey was not carried out
due to lack of expertise on the part
of FPDB. However, a short-term con-
sultant was engaged (Feb-April 1986)
to conduct the price-demand survey,

Complied with,

Complied with. In addition, a land
use map was also prepared.
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ASSUMPTIONS USED IN THE FINANCIAL AND ECONOMIC ANALYSIS

General Assumptions

1.

Only direct Project benefits, in terms of the incremental values of fuelwood and timber
harvested and/or produced, have been quantified.

Projections made over the economic life of 32 years are based on the higher yields
actually experienced over the historical 1ife of the Project and substantiated by the
growth and yield studies of the Forest Economics and Marketing Consultant.

A11 prices are given at forest plantation gate and expressed in constant 1985/86 prices.

A1l expenses have been estimated for the 32-year period following the pattern of projected
equipment replacement and future operating costs.

For FIRR Calculations

1.

Prices of direct outputs are those paid by the Fuelwood Corporation at plantation gate
and prices bid by other buyers.

Residual harvesting revenues have been included in stages up until the total land area
would have been cleared.

For EIRR Calculations

1.

The market prices of the inputs (e.g. labor costs) and outputs (e.g. timber prices) have
been adjusted to reflect their economic values.

The net benefit from intercropping has been {included and is calculated as the net
incremental income to farmers after payment for their labor and other farm inputs as
determined by the Forest Economics and Marketing Consultant.

The opportunity cost of retaining the natural forest with its natural yield of fuelwood
and fodder based on the studies of the Forest Economics and Marketing Consultant, has been
taken into account in determining the net economic cash flows.
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