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I. PROGRAM DESCRIPTION 
 
A. Rationale 
 
1. The state of Uttarakhand was separated from Uttar Pradesh in 2000. It was classified as 
relatively less developed or a “special category” state back then. Its urban centers are catalysts 
in the state’s economic transformation, with cities and towns in southern Uttarakhand emerging 
as preferred locations of industries. Many industries have been setting up in Uttarakhand with 
two industrial estates in two major cities established. 
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2. Uttarakhand’s urban infrastructure and services were inadequate at the time of program 
preparation. About 80% of its urban population had access to water supply and about 78% had 
house connections. The rest obtained water from public standpipes. Service levels were poor 
with piped water available 2–4 hours per day. Only 20 towns had centralized piped sewer systems 
with 30%–75% coverage levels. Of the towns with piped sewers, two had a sewerage treatment 
plant (STP) with most wastewater disposed into natural water courses, resulting in serious 
environmental and health risks. The low infrastructure development and service delivery in urban 
centers was attributed to inadequate urban institutional, financial, and service-delivery 
frameworks and capacities. Urban local bodies (ULBs) are responsible for urban infrastructure 
and services except for water supply and sewerage. They lack the required organizational 
capacities, operational and management skills, and financial resources. 
 
3. As a “special category” state, Uttarakhand is prioritized for urban infrastructure 
investments to support tourism and industries, and to respond to urban population’s rapidly 
growing needs. The Uttarakhand Urban Sector Development Investment Program was designed to 
improve urban residents’ quality of life and promote sustainable, efficient, and responsive 
services in the urban areas.  
 
4. The program selected multitranche financing facility to provide urban infrastructure and 
services in 31 cities and towns with different needs and capacities. The financing facility 
(i) enabled flexible investment decisions, (ii) allowed implementation based on the readiness of 
individual subprojects and cities, (iii) enabled a long-term partnership between the Asian 
Development Bank (ADB) and Uttarakhand to develop the urban areas in a sustainable manner, 
(iv) allowed long-term engagement to build the capacities of urban institutions and reform actions, 
and (v) provided flexibility to match various funding sources.1 
 
B. Expected Impacts, Outcomes, and Outputs 
 
5. The program’s expected impact was improved quality of life for urban residents in 
Uttarakhand’s 31 selected cities and towns. The envisaged outcomes were (i) increased access 
to better quality and sustainable urban infrastructure and services for about 3.8 million people 
expected to reside in the program towns by the end of 2016, and (ii) improved urban governance, 
management, and finance resulting in sustainable service delivery. 
 
6. The envisaged impact of project 1, the subject of this validation, was the same as the 
program. The project outcome was increased access to better quality and sustainable urban 
infrastructure and services for about 1.9 million people in Dehradun, Haridwar, and Nainital. The 
expected outputs were (i) implemented water supply subprojects in Dehradun, Haridwar, and 
Nainital; (ii) implemented sewerage subproject in Dehradun; (iii) strengthened ULBs; 
(vi) restructured water supply and sanitation utilities for efficient and financially sustainable 
service delivery; (iv) increased local revenues and improved financial management; and 
(v) prepared public–private partnership (PPP) packages for selected subprojects.2 There was no 
specific design and monitoring framework (DMF) approved for project 1.  
 

 
1  ADB.2008. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing 

Facility to India for the Uttarakhand Urban Sector Development Investment Program. Manila 
2 ADB.2021. Completion Report: Uttarakhand Urban Sector Development Investment Program–Project 1 in India. 

Manila. 
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C. Provision of Inputs 
 
7. The program was approved in February 2008 and was effective in December 2008, 
1 month ahead of the planned date in the loan agreement. The loan closed in January 2018 after 
three extensions and more than 5 years after the expected completion date at appraisal. The 
initial implementation delays (3 years) resulted from slow progress in the recruitment of project 
consultants, poor bidder participation and high bid prices leading to rebidding, and poor 
coordination to obtain statutory and right-of-way clearances. Subsequent project implementation 
delays were due to (i)  delayed internal decision-making process of the Urban Development 
Department (UDD) in resolving contractual issues, contract variation proposals, and payment 
processing for contractors; (ii) weak contract supervision of investment program implementation 
units (IPIUs); (iii) delay in obtaining right-of-way clearances which was exacerbated by the ban 
from the National Green Tribunal for laying sewers which affected the Dehradun sewer laying 
contracts; (iv) difficult site conditions particularly in Nainital; (v) election of state legislative 
assembly in February 2012; (vi) poor performance of some contractors; (vii) poor quality of design 
and supervision consultants (DSCs); (viii) lack of attention to remedial measures suggested by 
ADB review missions; (ix) absence of fully functional investment program management units 
(IPMUs), frequent replacement of the program director, and lack of qualified staff in the IPIUs; 
and (ix) termination of some civil works contracts due to poor contractor performance and 
rebidding of these contracts. Some of these causes of delays were identified in the project 
completion report (PCR, footnote 2). 
 
8. At completion, the project cost was $78.2 million, 91.25% of the appraisal estimate. About 
$56.8 million of the ADB loan was utilized, 5.33% lower than what was estimated. The actual 
government contribution was $21.4 million, which was 16.73% lower than estimated. The actual 
cost sharing between ADB and the government was 73:27, with government share slightly lower 
than the 70:30 ratio at appraisal. The PCR noted that the decrease in project cost was due to 
scope changes, transfer of outputs to other government programs, and underachievement of 
targets. Based on the validation’s assessment, the water supply subproject base cost was $8.87 
million lower due to the change in financing for the Haridwar water supply component. The 
Jawaharlal Nehru National Urban Renewal Mission (JNNURM)3 grant fund became available for 
the Haridwar water supply4 and only $0.53 million of the ADB loan was spent for the component. 
The cost for the Dehradun’s sewerage management component amounted to $36.67 million as 
compared with the $20.62 million that was estimated. The capacity building component cost was 
$0.15 million against the $3.11 million estimate. The PCR had no explanation for this component’s 
substantially low disbursements as there were no disbursements for (i) financial and institutional 
reforms, (ii) solid waste management strategy and planning, and (iii) slum improvement strategy 
and planning. There was a 224.67% increase in project management cost from $7.5 million to 
$16.94 million due to project delays. 
 
9. It was estimated that 39 person-months of international and 1,871 person-months of 
national consultancy inputs would be required for project management, design and construction 

 
3  In 2005, the Government of India launched the Jawaharlal Nehru National Urban Renewal Mission (JNNURM), a 

reform-linked urban infrastructure financing scheme. The Government of Uttarakhand signed a memorandum of 
understanding in May 2007 to participate in the scheme.   

4   The executing agency originally planned to complete the works related to the water supply distribution lines in 
Haridwar within 2009 under the project to accommodate pilgrims in 2010. Due to the delay in loan effectiveness, the 
executing agency commenced works using the JNNURM grant fund to complete the works as originally planned. 
ADB (South Asia Department). 2009. Loan 2410-IND: Project 1 under M0018: Uttarakhand Urban Sector 
Development Investment Program – Minor Change in Implementation Arrangement. 25 March (internal). 
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supervision, and capacity development and planning activities. The PCR had no data on actual 
consultancy inputs. 
 
10. The project was classified (i) category B for environment with initial environmental 
examinations prepared and disclosed; (ii) category B for resettlement with short resettlement 
plans prepared and disclosed; and (iii) category C for indigenous peoples with no action required. 
The project did not have a gender action plan prepared. It was assumed that the project was 
assigned “no gender elements” classification because it did not have a gender performance 
indicator.5 
 
D. Implementation Arrangements 
 
11. The PCR considered the implementation arrangements appropriate. The state UDD was 
the executing agency.  The Uttarakhand Urban Sector Development Agency was established, 
registered as a society, and took the role of IPMU under UDD supervision. For the water supply 
and sewerage components, Uttarakhand Pey Jal Nigam (UPJN) was envisaged as the 
investment program implementation unit (IPIU), and during implementation, the UPJN assigned 
some of its staff to the IPIUs in the project towns. An investment program management consultant 
and two DSCs assisted IPMU and IPIUs in preparing design documents, managing the tendering 
of contracts, and supervising construction works. The IPMU and DSCs implemented the training 
and capacity building activities. Town-level committees at the ULBs provided ground-level 
feedback and coordination and functioned as grievance redress committees with nongovernment 
organizations as members.  
 
12. However, the lack of “engineers’ representative” constrained DSCs’ contribution. The 
investment program management consultant should have immediately filled the experts’ positions 
to expedite implementation activities especially for capacity building. The slow action of the 
executing and implementing agencies in these aspects contributed to delays in attaining project 
objectives. On the whole, this validation assesses the implementation arrangements appropriate. 
 
 
13. The PCR identified 82 project covenants, of which, 81 were complied with and 1 not 
complied with. The covenant on financial management was not complied due to the non-
submission of the audited project financial statements (APFS). Based on Appendix 9 of the PCR, 
this validation notes that there were only 70 loan covenants—69 were complied with and 1 
partially complied with. The project eventually submitted the required APFS, although it was 
delayed and considered as partial compliance with the covenant. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
14. The PCR rated the project relevant as it was aligned with the government’s development 
objectives under the Eleventh Five-Year Plan, 2007–2012 that highlighted urban infrastructure 
development as key to economic development and encouraged balanced and sustainable 
development by reducing spatial disparities. The government prepared development plans for the 
three priority towns under its participation in the JNNURM. The project was consistent with ADB’s 
country strategy and program for India, 2003–2006 and country strategy and program update, 
2004–2005 that sought to address poverty reduction through support for infrastructure-led 

 
5  ADB. 2021. Guidelines for Gender Mainstreaming Categories of ADB Projects. Manila. 
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growth.6 The project was aligned with the objectives of ADB’s Strategy 2020 by tailoring 
infrastructure investments to complement government initiatives and stimulate market-led growth. 
The project was also aligned with country partnership strategy (CPS), 2018–2022 and ADB’s 
Strategy 2030 operational priorities on building livable cities, providing sustainable urban 
services, and strengthening governance and institutional capacity.7 The PCR found the project’s 
results chain sound with suitable outputs and outcome, and the approved changes in scope 
appropriate in view of environmental concerns and adjustments in government financing under 
the sector.  
 
15. This validation notes that the PCR used an unapproved DMF to assess project 
achievements because the periodic financing request did not specify a DMF for project 1. The 
different metrics used in the report and recommendation of the President and in the PCR made 
it difficult to assess achievement of project outcomes and outputs. The project sought to address 
inadequate capabilities of technical staff, and the government is continuing with the capacity 
augmentation initiatives for better municipal asset management. However, the project could have 
made provisions for the uncertain full-time availability of experienced technical staff and 
managers for the project’s implementation. The indicator used for the outcome “increased 
access” to water supply was not specific (e.g., 24 hours a day supply). Changes made to the 
project scope did not affect projects outcomes.8 Overall, given the generally sound project design 
and the project’s alignment with government’s development goals and ADB’s strategic priorities, 
this validation assesses the project relevant.     
 
B. Effectiveness in Achieving Program Outcomes and Outputs 
 
16. The PCR rated the project less than effective. The project achieved three of seven target 
outcomes, partially achieved two, and did not achieve two. Of the 20 output targets in the DMF, 
4 were removed under scope changes, 3 were achieved, 1 was substantially achieved, 3 were 
partially achieved, and 9 not achieved. This validation notes that the achieved outcome targets 
were (i) 100% had access to improved water services in the Dehradun, Haridwar, and Nainital 
ULBs (target: 95%); (ii) 0.54 million people in Dehradun had access to sewerage (target: 0.4 
million); (iii) and used PPP for the Dehradun STP operation and maintenance (O&M) component.9  
 
17. On project outputs, this validation notes that the following were achieved or partially 
achieved: (i) Dehradun water supply: (a) 155.8 kilometers (km) of water supply network laid 
(target: 172.5 km); (b) 46 pump houses renovated including  pump machinery replaced 
(target: 27 pump houses); (ii) Nainital water supply: (a) 37.9 km of water supply network laid 
(target: 93 km); and (b) 4 tube wells constructed (target: 7); (iii) Haridwar water supply: 16 pump 
houses renovated and pumps replaced (target: 5); (iv) Dehradun sewerage: (a) 132.5 km sewer 
network laid (target: 150 km); (b) 8,284 house service connections provided (target: 14,000); 
(v) 1 STP constructed and operational (target: 1); (vi) strengthened ULBs: Dehradun, Haridwar, 

 
6  ADB. 2003. Country Strategy and Program: India, 2003–2006. Manila; and ADB. 2003. Country Strategy and 

Program Update: India, 2004–2006. Manila.   
7 ADB. 2017. Country Partnership Strategy: India, 2018–2022—Accelerating Inclusive Economic Transformation. 

Manila; and ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–
2020. Manila. 

8 The three scope changes were (i) inclusion of a road construction package for the Dehradun STP approach road; 
(ii) cancellation of the Haridwar water supply distribution lines from ADB financing; and (iii) realignment of the Bandar 
Raw Water Main through a non-environmentally sensitive area. The PCR noted in the DMF certain scope changes, 
although used the original targets to assess project achievements because these changes did not have a formal 
approval. 

9  However, no assessment on the level of service could be made, e.g., if a household could get 1 hour a day or 
24 hours a day. 
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and Nainital complied with over 65% of mandated JNNURM reforms (target:50%); and (vii) STP 
contract in Dehradun with O&M component as PPP (target: 1 contract). Project outputs that were 
not achieved are listed in footnote 10.10 This validation finds that the PCR included outputs that 
were not in the DMF and considered these as scope changes. These are not discussed in this 
validation as confirmation whether these were scope changes or part of the specific subproject 
output is needed. Deleting the outputs not in the DMF, this validation notes that, of the 36 output 
indicators, the project achieved 4, partially achieved 4, substantially achieved 1, not achieved 23, 
and deleted 4 from the project scope. In view of the deficiency in achieving a significant portion 
of the envisaged outputs although three of the four major outputs were achieved, this validation 
assesses the project less than effective.  
 
18. At appraisal, four initial environmental examination reports for Dehradun, Haridwar, and 
Nainital, including an environmental assessment and review framework, were prepared. Initial 
implementation of environmental safeguards was weak as the IPMU and IPIUs did not give 
adequate attention to the environmental management aspects. With a full-time environment 
professional at the IPMU, environmental safeguard performance improved and facilitated 
compliance with provisions under the environmental management plan and environmental 
monitoring plans. The last environmental monitoring report determined no major grievances or 
public protests on the environmental aspects. A resettlement framework and four resettlement 
plans for Dehradun, Haridwar, and Nainital subprojects were prepared during loan processing. 
During land acquisition and resettlement implementation, affected residents experienced 
inconveniences, such as access constraints, traffic congestion, concerns about pedestrian safety, 
and sudden decline in services from affected utilities, that were resolved through consultations 
and minor design/site adjustments, and/or improving work practices. Thirty-six households 
suffered lost income and were compensated based on the agreed entitlement matrix. At 
completion, the project had no outstanding issues pertaining to land acquisition and resettlement. 
The project had no impact on indigenous persons because they were not present in most 
urbanized project areas.   
 
C. Efficiency of Resource Use 
 
19. The PCR rated the project less than efficient, based on the recomputed economic internal 
rates of return (EIRRs) compared with the economic opportunity cost of capital (EOCC) of 12%. 
The combined investment was economically viable with an EIRR of 13.5%, slightly exceeding the 
EOCC. The recomputed EIRRs for water supply in Dehradun and Haridwar were 24.6% and 
23.7%, respectively. The recomputed EIRR for the Nainital water supply and Dehradun sewerage 
were 10.0% and 4.8%, respectively, lower than the EOCC. The EIRR estimates for water supply 
and sewerage subprojects at appraisal were higher than the recomputed EIRRs.  The PCR 
attributed the lower EIRRs to implementation delays resulting in delay in achieving benefits; and  
considerable cost overruns in the Nainital water supply and Dehradun sewerage subprojects.  
 

 
10 Outputs not achieved: (i) Dehradun water supply: (a) household connection increased by 65,000 (achieved: 25,500); 

(b) 71,000 household meters installed (none); (c) nonrevenue water reduced by 42% (no data); (d) upgrading of two 
water treatment plants (none); (e) supervisory control and data acquisition (SCADA) system introduced in existing 
tube wells (none); (f) construction of water testing laboratory (none); (g) installation of bulk water meters in strategic 
locations (none); (h) supply, delivery, and commissioning of 10 generator sets (achieved: 7); (ii) Nainital water supply: 
(a) 6,850 water supply connections installed (none); (b) 4,150 household meters newly installed (none); 
(c) reconstruction of 16 pumping stations (achieved: 4); (d) renovation of old filter plant (none); (e) construction of 
4 systems control room (none); (f) installing SCADA system on existing tube wells (none); (g) replacement of 4 clear 
water tanks (none); (h) installing 104 bulk water meters in strategic locations (none); (iii) Haridwar water supply: 
deleted from project scope; (iv) strengthened ULBs: 4,500 staff trained (achieved: 597); (v) 15 ULBs trained in O&M 
cost recovery (achieved: 3); and (vi) 15 ULBs adopt accrual-based double entry accounting system (none).  
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20. This validation indicates that subproject costs at appraisal and completion were expressed 
in Indian rupee (₹) to explain the difference between appraisal and cost at completion. At 
appraisal, the exchange rate was US$1.00: ₹39.410, while at completion, it was US$1.00: 
₹68.484. Using US$ instead of Indian₹, only Dehradun sewerage cost showed an increase in 
cost of about 177.81%. Both validation and the PCR recognized that implementation delays 
affected the economic viability of the subprojects. This validation finds that benefit valuation for 
water supply and sewerage was complicated as both subproject types had similar benefit streams 
and attribution of benefits was an issue. The PCR did not consider health-related benefits for 
water supply. Using disability-adjusted life years (DALYs) to estimate benefits required estimating 
an attribution factor for each subproject type for the portion of benefits allocable to a subproject.11 
This avoids double counting benefits, including avoidance of hospitalization costs as a benefit 
need to be consistent with DALY. On the adjustment of financial costs to economic values, this 
validation finds the methodology acceptable, and the adjustment parameters used consistent with 
prevailing practices. 
 
21. On process efficiency, the project was significantly delayed, although only the sewerage 
subproject increased. Procurement was a major obstacle as the IPMU staff were unfamiliar with 
ADB procedures and UDD took long time in awarding contracts, varying contract, and processing 
invoices. The project had some nonresponsive bids, contractors’ inappropriate documentations, 
and contractors’ inability to meet the contract conditions that led to contract termination and 
rebidding. Based on the findings discussed, this validation assesses the project less than efficient.   
 
D. Preliminary Assessment of Sustainability 
 
22. The PCR rated the project likely sustainable with its assessment based on the recomputed 
financial internal rates of return (FIRRs) being higher than the weighted average cost of capital 
(WACC). The PCR noted that (i) the ADB loan and the government’s contribution were provided 
on a “grant” basis to operating utilities in the project towns, (ii) the burden of loan repayment was 
removed, and (iii) subprojects needed only to recover O&M and periodic maintenance 
requirements.12 This validation notes that project sustainability is measured on the capability to 
generate revenues, pay O&M and periodic maintenance cost, and generate returns higher than 
the WACC. The utilities must be able to ensure that they have sufficient financial resources for 
their O&M and future periodic maintenance requirements without need of government subsidy. 
While government subsidy can fill the revenue gap, it may not be a reliable source of funding 
given competing demands on the limited government resources.   
 
23. At appraisal, the FIRR was estimated at (i) 17.0% for water supply in Dehradun; (ii) 8.2% 
for water supply in Haridwar; (iii) 4.0% for water supply in Nainital; and (iv) 6.2% for sewerage in 
Dehradun. At completion, the recomputed FIRRs were (i) 14.2% for water supply in Dehradun; 

 
11  One DALY represents the loss of the equivalent of 1 year of full health. DALYs for a disease or health condition are 

the sum of the years of life lost to due to premature mortality (YLLs) and the years lived with a disability (YLDs) due 
to prevalent cases of the disease or health condition in a population. DALYs for a specific cause are calculated as 
the sum of the YLLs from that cause and the YLDs for people living in states of less than good health resulting from 
the specific cause. The YLLs for a cause are calculated as the number of cause-specific deaths multiplied by a loss 
function specifying the years lost for deaths as a function of the age at which death occurs. The loss function is 
based on the frontier national life expectancy projected for the year 2050 by the World Population Prospects 2012 
(UN Population Division, 2013), with a life expectancy at birth of 92 years. Prevalence YLDs are used here and are 
calculated as the prevalence of each non-fatal condition multiplied by its disability weight. 
https://www.who.int/data/gho/indicator-metadata-registry/imr-details/158 

12  Para. 85 of the report and recommendation of the President indicates that, “Tariff revisions for water supply, 
sewerage, and solid-waste management are required to meet the financial improvement action plan of achieving full 
O&M cost recovery within the Investment Program implementation period.” 

https://www.who.int/data/gho/indicator-metadata-registry/imr-details/158
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(ii) 7.6% for water supply in Haridwar; (iii) –4.7% for water supply in Nainital; and (iv) –20.2% for 
the sewerage in Dehradun. The combined subprojects recomputed FIRR was 0.2%. Based on a 
reestimated WACC of 4.8%, only the Dehradun and Haridwar water supply components were 
financially viable at completion, while the Nainital water supply and Dehradun sewerage required 
government subsidy or tariff rate increase to be sustainable. While noting the government’s 
ongoing efforts in strengthening institutional capacities of ULBs and the FIRR of all the 
subprojects combined is less than the WACC, this validation assesses the project less than likely 
sustainable.13 
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
24. The PCR rated the project’s development impact satisfactory. Overall, the project aimed 
to improve the quality of life for urban residents in Uttarakhand’s selected towns of strategic 
importance. Two target impacts were achieved: (i) 100% of the urban population with access to 
improved urban infrastructure and services, including the population in three project towns; and 
(ii) 100% of the slum population in the areas of the three project ULBs with improved access to 
urban infrastructure and services. The targeted 20% reduction in the number of waterborne and 
sanitation-related diseases was not achieved at the time of project completion. However, based 
on the trends observed, this validation expects the targeted reduction in waterborne and 
sanitation-related diseases to be achieved in the future. Extensive efforts are needed to keep 
track of the quality of services and measure the development impact of the water supply and 
sewerage services provided. This validation assesses the project’s development impact 
satisfactory.  
 
B. Performance of the Borrower and the Executing Agency 
 
25. The PCR rated the performance of the borrower and the executing agency satisfactory. 
The PCR noted that the borrower provided timely guidance to the state government and held 
periodic tripartite review meetings with ADB, the state government, and the IPMU in resolving 
issues and monitoring project progress. The government supported the IPMU and IPIUs through 
timely funding throughout the project period. This validation notes that the government had 
human and financial resource constraints that delayed project start-up. The PCR observed that 
(i) delays in finalizing implementation arrangements, (ii) frequent transfers of officers in critical 
positions, (iii) delays in deputation of staff for IPMU and IPIU positions, and (iv) designation of the 
DSC as engineers’ representative led to slow implementation progress.  
 
26. The executing agency managed the consultancy contracts effectively by replacing team 
leaders as needed. The project experienced audit shortcomings over the years and was delayed 
in the submission of the APFS. Through the capacity building workshops to disseminate best 
construction management practices and learning visits for project staff, the IPMU improved its 

 
13 Independent Evaluation Department and Urban Development and Water Division of the South Asia Department have 

differing views on assessing sustainability. The Urban Development and Water Division does not consider the project 
less than likely sustainable since the Government of Uttarakhand has the capacity to provide sufficient O&M funds 
when necessary, to ensure financial sustainability of the built facilities. In the case of the water supply and sanitation, 
Housing and Urban Development Sector, there is specific budget that is considered unconstrained and not seen to 
compete with budget demands of other sectors. The budget has steadily grown 32% over the past 4 years and 
comprises a mere 6%–10% (averaging 8%) of the total budget of all sectors, which reflected 8% annual increase 
over the same period. Further, the sectoral budget is 58% of the total Government of Uttarakhand’s expenditure 
budget that steadily grew also by 8% during the period. The Independent Evaluation Department, for its part, 
reiterates that it does not consider availability of government subsidy as a factor in assessing likely sustainability. 
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capacity in project management over time, including safeguard compliance. Submission of initial 
safeguards monitoring reports was delayed and improved only after the environmental specialist 
was mobilized. Overall, the executing agency and/or implementing agency, despite lacking prior 
ADB project experience, carried out all necessary actions, resolved the issues arising during 
project implementation, and satisfied the ADB’s legal covenants. Based on these findings, this 
validation assesses the performance of the borrower, the executing agency, and implementing 
agencies satisfactory.  
 
C. Performance of the Asian Development Bank and Cofinanciers 
 
27. The PCR rated ADB’s performance satisfactory. ADB conducted regular project review 
missions, a midterm review mission, and special project administration missions to monitor 
progress and advise on resolution of outstanding issues. ADB missions provided capacity building 
of technical and administrative staff on ADB procurement and project accounting procedures, 
including the preparation of the required reports. ADB guidance helped define processes and 
expedite project implementation. IPMU officials and staff study visits to other ADB-financed 
projects in India were expedited by ADB for staff appreciation and learn business processes and 
reengineering measures for effective project implementation. This validation notes that to 
facilitate monitoring and project administration, ADB delegated the project to the India Resident 
Mission since 15 March 2010.  
 
28. This validation finds that ADB expedited approval of bidding evaluation results, 
disbursements, scope changes, and loan closing extension. ADB project review missions 
conducted frequent field visits to subproject sites to validate progress and familiarize with site 
conditions, including the contractors’ implementation of the environmental management plans. 
While ADB had recommended actions on issues that affected project implementation, the 
executing agency, IPMU, and IPIUs frequently overlooked the remedial measures suggested, 
further exacerbating implementation delays. This validation also notes that ADB did not process 
all the internal approvals for scope changes in accordance with project administration instruction 
5.02 (as candidly pointed out in the PCR). As noted in the PCR DMF, 13 DMF output targets were 
revised without the required approvals. Overall, however, based on implementation support to 
the executing and/or implementing agencies, this validation assesses ADB performance 
satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings  

 
29. The PCR rated the overall project less than successful. It assessed the project relevant 
as it was aligned with government development plans and strategies, and with ADB’s CPS and 
Strategy 2030. The PCR assessed the project less than effective as it failed to achieve several 
target outputs and less than efficient as two subprojects had recomputed EIRRs less than the 
EOCC. It assessed the project likely sustainable as revenues would cover O&M costs over the 
project life.  
 
30. This validation assesses the project relevant as it was aligned with government’s 
development plan objectives and strategies together with ADB’s latest CPS for India and 
Strategy 2030. It assesses the project less than effective as many of the performance targets 
were not achieved. This validation also assesses the project less than efficient as two of the four 
subprojects have recomputed EIRRs lower than the EOCC. The project is less than likely 
sustainable as two of the four subprojects had recomputed FIRRs lower than the WACC and it is 
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likely that the four subprojects would rely on government subsidy for their O&M and periodic 
maintenance expenditures. Overall, this validation assesses the project less than successful.    
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 
Relevance Relevant Relevant  
Effectiveness  Less than effective Less than effective  
Efficiency  Less than efficient Less than efficient  
Sustainability Likely sustainable Less than likely 

sustainable 
Only two of the four subprojects 
have FIRRs greater than WACC. 
Without tariff increases, the 
other two subprojects would 
depend on government subsidy 
for O&M expenses. Financial 
capacity of ULBs is yet to be 
achieved. 

Overall Assessment Less than 
successful 

Less than 
successful 

 

Preliminary assessment 
of impact 

Satisfactory Satisfactory  

Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory Para. 35. 

ADB = Asian Development Bank, FIRR = financial internal rate of return, IED = Independent Evaluation Department, 
O&M = operation and maintenance, PCR = project completion report, ULB = urban local body, WACC = weighted 
average cost of capital. 
Source: ADB (IED). 
 
B. Lessons 

 
31. The PCR identified project lessons as follows. First, for government agencies with little 
experience in implementing ADB-funded projects, project coordination and monitoring should be 
enhanced through various capacity building activities. Second, an efficient data collection and 
record management system should be maintained throughout project implementation. Last, any 
scope adjustment during implementation should be approved following ADB requirements and 
be reflected in the DMF.  
 
32. This validation identifies two project level lessons. First, the participation of relevant 
agencies, effective communication of their role, and broader consultations on possible 
implementation arrangements at project design ensure effective and efficient inter-agency 
coordination and project implementation. Under the project, instead of taking full responsibility as 
the IPIU, UPJN only deployed some staff to the IPIUs and was charging administrative fees for 
their role including remuneration of their staff that ADB had refused. Second, improved readiness 
assessment is essential to avoiding implementation issues arising from inexperienced project 
technical and administrative staff and project managers. Under the project, the lack of 
experienced staff required capacity building during implementation that divided staff’s focus and 
resulted in problems in document processing until the project staff were able to fully understand 
work procedures and requirements. Mobilizing part-time staff or staff on secondment from other 
agencies without the requisite project implementation experience or tenure throughout 
implementation does not encourage full commitment to the project. 
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C. Recommendations for Follow-Up 
 
33. The India Resident Mission should monitor the financial and operational performance of 
the sewerage and water supply subprojects on a periodic basis using the project performance 
management system if this is operational. This should include monitoring of revenue streams, 
O&M costs, volume of users, tariff, and operating efficiency of the facilities. This is to ensure the 
sustainability of project facilities provided under the program.    
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 

 
34. From fiscal year (FY) 2009 to FY2019, the project produced and submitted seven qualified 
and three unqualified APFS although ADB had no record of having received the FY2009 APFS. 
The APFS for FY2012 and FY2018 had quality issues that required revisions. Most APFS 
submissions were delayed except for FY2011 and FY2013. The project prepared quarterly 
progress reports and semiannual safeguard reports, although some were submitted late. 

 
B. Comments on Program Completion Report Quality 
 
35. The quality of PCR is assessed satisfactory. However, the PCR could have included more 
evidence to support its findings. It was candid in pointing out in the DMF scope changes that were 
not approved and assessed the project’s achievements based on the original target indicators. 
The PCR used the standard methodology for the recomputation of the FIRRs and EIRR.  
However, it could have provided greater explanation for the valuation of revenues and benefits.  

 
C. Data Sources for Validation 

 
36. Data sources used for this validation included the report and recommendation of the 
President, PCR, back-to-office reports, government and ADB strategies and policies, and ADB 
guidelines.  

 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
37. The PCR recommended that the project performance evaluation report (PPER) be 
prepared in 2022 to assess the project’s sustainability. This validation, considering the 
uncertainties of travel due to the coronavirus disease (COVID-19) pandemic, suggests that the 
preparation of the PPER be moved to 2023 assuming travel has normalized. The subproject 
benefits and impacts would be more visible by then. It is recommended that the government 
continues to update the project performance management system to ensure data availability for 
the PPER preparation. 


	Program Basic Data
	I. Program Description
	II. Evaluation of Performance and Ratings
	III. Other Performance Assessments
	IV. Overall Assessment, Lessons, and Recommendations
	V. Other Considerations and Follow-Up



