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I. PROJECT DESCRIPTION 
 
A. Rationale 

 
1. The economy of Jammu and Kashmir (the state) was dependent primarily on agriculture, 
tourism, services and handicrafts. Despite the resurgence of the state’s economy, low investment 
in physical infrastructure and its operation and maintenance (O&M) and lack of structured 
institutional systems constrained further economic and social growth. The basic urban services in 
the main towns of the state, such as Jammu and Srinagar (i.e., target towns), were dilapidated 
and undersized, with weak operation and management. While more than 96% of the households 
in target towns had access to piped water, there were more than 50% system losses due to leaks 
and illegal connections. Both towns lacked piped sewage collection and required more treatment 
capacity. There was an absence of sector policies focusing on sustainable and planned growth 
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and the limited legal and institutional mechanism to achieve sector objectives. The capacity of 
state agencies to plan, design and implement programs, and operate and maintain infrastructure 
was generally weak. 
 
2. The state government intended to promote economic growth through better service, public 
health, and improved environmental conditions by investing in urban infrastructure and enhancing 
the management capabilities of its line agencies and towns. A sector road map was developed to 
address the investment backlog and the need for management reforms and capacity building, 
and for maintaining a balance between the two. A framework financing agreement for the program 
was signed by the Government of India and the Asian Development Bank (ADB) in April 2007. 
ADB then approved a multitranche financing facility (MFF) of $300 million, for financing 62% of 
the whole MFF program.1 As an integral part of the investment plan for the road map, the program 
which builds on the then ongoing ADB investment (Loan 2151-IND) on multisector infrastructure 
rehabilitation in the state,2 was to provide investment funds for urban infrastructure and services 
in a prioritized manner, with planned expansion in tandem with urban governance improvements 
and reforms. The program was to provide long-term and coordinated support to the sector 
agencies involved in developing urban basic infrastructure and providing municipal services. The 
MFF modality allowed flexibility in defining the scope, implementation timing, and finance based 
on priorities and constraints identified in the sector policy and master plans.3  
 
3. Jammu and Kashmir Urban Sector Development Investment Program (Project 1), the 
subject of this validation, was approved with the MFF program for $42.2 million. It focused on 
improving urban infrastructure for water supply, sewerage and solid waste management. It aimed 
to advance sector reform and mainstream capacity building as part of the state’s urban 
development budget. The Government of India, the borrower, relent 90% as a grant and 10% as 
a loan to the state government. The state, in turn, transferred all the funds as a grant to the state's 
Economic Reconstruction Agency (ERA) acting as the executing agency. 
 
B. Expected Impacts, Outcomes, and Outputs 
 
4. The expected impact of project 1 was sustainable economic growth through the provision 
of urban infrastructure and services and improved urban management in the state. 4 Its two 
intended outcomes were: improved living environment and employment opportunities for the 2.4 
million people in the target towns; and improved capacity of participating institutions in managing 
sector reforms and service delivery. Its planned outputs had two components: urban infrastructure 
improvements, covering water supply, sewerage, solid waste management, urban transport; and 
capacity building and institutional development. 
 
C. Provision of Inputs 
 
5. Project 1 was completed after five years of extension and loan closing date was delayed 
56 months with four extensions to cover implementation delays (para. 28). At appraisal, the total 
cost of project 1 was $64.9 million, with an ADB loan comprising 65% and rest from counterpart 
financing. At completion, the actual total project cost was 7% lower than the appraised amount, 

 
1 ADB. 2007. Report and Recommendation of the President to the Board of Directors for the Proposed Multitranche 

Financing Facility to India for the Jammu and Kashmir Urban Sector Development Investment Program. Manila. 
2 ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to India for 

the Multisector Project for Infrastructure Rehabilitation in Jammu and Kashmir. Manila (Loan 2151-IND). 
3 ADB. 2019. ADB's Multitranche Financing Facility, 2005–2018: Performance and Results Delivered. Manila. 
4 ADB. 2021. Completion Report: Jammu and Kashmir Urban Sector Development Investment Program in India (Project 

1). Manila. 
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of which 61.5% was from ADB and balance was from the state government. The decrease in ADB 
loan was due to depreciation of Indian rupee against US dollar and the lower disbursements with 
no contingency required. A project management consultant (PMC) and two design and 
supervision consultants (DSCs) were engaged using quality- and cost-based selection procedure. 
Upon their contract completion, the PMC and one of the DSCs were replaced due to their weak 
capacity and unsatisfactory performance. New consultants were engaged and delivered 
consulting services of substantially better quality.  
 
6. Project 1 procured 10 civil works contracts through national competitive bidding, using 
single-stage, two-envelope bidding procedures. A sewerage-laying package was misprocured 
due to confidentiality issues and therefore ADB financing of this package was cancelled. The 
works were completed using the state government's own funds. During implementation, three 
sewerage-laying contracts were terminated by the executing agency with ADB approval, as a 
result of the unsatisfactory performance of the contractors. The unfinished works were taken over 
and finished by replacement contractors engaged using state government funds. Project 1 was 
classified category B sensitive for environment, and category A for involuntary resettlement and 
indigenous peoples. It was categorized as "no gender elements". 
 
D. Implementation Arrangements 
 
7. As planned, the ERA of the state was the executing agency, under the guidance of state-
level inter-ministerial and town committees and a works finalization committee chaired by the 
division commissioner. The project management unit (PMU) already in place for the then ongoing 
ADB loan 2151 were expanded to have a dedicated PMU for project 1. The PMU was responsible 
for identifying, formulating, appraising, designing, and implementing all subprojects, including 
compliance with state and national statutory environmental regulations and ADB safeguard 
policies. Similarly, the original project implementation units (PIUs) for ADB loan 2151 were 
expanded to have dedicated PIUs for target towns under project 1, which assisted the PMU in 
carrying out day-to-day implementation and management of works. The PMU and PIUs were 
supported by the PMC and DSCs. 
 
8. The executing agency complied with 56 out of the 66 covenants in the loan and project 
agreements. The compliance of a few agreements was delayed. Out of 10 covenants, eight were 
partially complied with, while two nonapplicable. The nine partially complied with covenants 
pertained to: First, no submission of audited project financial statements (APFS) and audited 
entity financial statements (AEFS) for FY2008, and the rejection of APFS for FY2018 due to it 
being a combined report for all projects despite the requirement of separate reports and opinions. 
Second, the establishment of semi-autonomous entities or boards or other suitable institutional 
mechanism responsible for water supply, sewerage and drainage operations for the target towns. 
Third, property tax collection by the municipal corporations of the target towns. Fourth, recovery 
of O&M costs through increased water user charges and reduced water losses. Fifth, 
compensation to three landowners for land acquisition for the landfill site under the project was 
pending court resolution. Sixth, the DMF for project 1 was established only for part A on 
infrastructure improvement, but not for part B on capacity building. Seventh, poor performance of 
three contractors for sewerage-laying works resulted in contract termination and rebidding. And 
eighth, delay in work schedule of the sewerage subproject. The covenants relating to international 
competitive bidding and adverse impacts on indigenous peoples were not applicable because 
project 1 did not involve them. 
 
9. The MFF program and Project 1 were supported by an advisory technical assistance (TA). 
The TA ($0.4 million) financed by ADB's TA Special Fund and implemented from January 2007 
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to March 2009. It assisted ERA in improving its functionality and developing project management 
and implementation capacity.5 The TA provided guidance to ERA on handling procurement-
related issues and establishing and achieving yearly targets for contract award and disbursement. 
At its completion, the TA was rated highly successful.6 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
10. The PCR rated project 1 relevant. At appraisal, during implementation, and at completion, 
project 1 was strategically aligned with the government's development priorities, strategies and 
policies, as well as ADB strategies. The quality of water and its distribution were areas that 
received special attention in India’s 11th FYP 2007-2012, which highlighted issues associated with 
water supply, sewerage and solid waste in towns and called for concerted efforts to fill gaps in 
urban basic services and make towns clean, healthy and livable. 7 Urban development was 
identified as one of the priority sectors to help achieve the objectives of the 12th FYP 2012-2017 
for faster, more inclusive, and sustainable growth. 8  The plan recognized the large positive 
externalities of safe water and sanitation as public goods and emphasized the importance of 
bringing about structural and governance change at ULB levels and building capacity so that 
these services can be provided on a sustained basis. 
 
11. Project 1 was aligned with ADB Country Strategy and Program for India 2003-2006, in 
which the strategic pillars of pro-poor growth and social development stressed the need for urban 
infrastructure development.9 ADB Strategy 2020 identified infrastructure as one of its core areas 
of operations and placed the emphasis of urban infrastructure interventions upon water supply, 
sanitation, waste management and urban transport.10 ADB's Country Partnership Strategy (CPS) 
for India, 2009-2012, emphasized ADB's continued focus on infrastructure development.11 The 
urban sector operations combined water, sanitation and waste management infrastructure 
development with poverty reduction with a strong focus on municipal reforms and capacity 
building. Infrastructure development was one of the five thrusts defined in ADB's CPS for India, 
2013–2017.12 Urban services focused on expanding the coverage, quality, and continuity of basic 
services to improve urban quality of life and environmental sustainability. In ADB's CPS for India, 
2018-2022, one of the prongs of the strategic pillar on inclusive provision of infrastructure 
networks and services is inclusive urbanization, which aims to assist low-income states and 
support investments in municipal infrastructure.13 Project 1 was also aligned with ADB Strategy 
2030, especially the strategy's operational priority on building livable cities and providing safe and 
effective water and sanitation services.14 

 
5 ADB. 2006. Technical Assistance to India for Strengthening Urban Project Management in Jammu and Kashmir. 

Manila (TA 4888-IND). 
6 ADB. 2013. Technical Assistance Completion Report. India: Strengthening Urban Project Management in Jammu and 

Kashmir. Manila (TA 4888-IND). 
7 Government of India, Planning Commission. 2007. Eleventh Five Year Plan, 2007–2012. New Delhi. 
8 Government of India, Planning Commission. 2012. Twelfth Five Year Plan, 2012–2017: Faster, More Inclusive and 

Sustainable Growth. New Delhi. 
9 ADB. 2003. Country Strategy and Program: India 2003–2006. Manila. 
10 ADB. 2008. Strategy 2020: Working for an Asia and Pacific Free of Poverty. Manila. 
11 ADB. 2009. Country Partnership Strategy: India, 2009–2012—Abridged Version. Manila. 
12 ADB. 2013. Country Partnership Strategy: India, 2013–2017. Manila. 
13 ADB. 2017. Country Partnership Strategy: India, 2018–2022 —Accelerating Inclusive Economic Transformation. 

Manila. 
14 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila. 



5 
 

 

PUBLIC. This information is being disclosed to the public in accordance with ADB’s Access to Information Policy. 

 
12. The design of project 1 was appropriate. The MFF program was a continuation of ADB's 
previous support to infrastructure development in the state (para. 7). Using MFF as the financing 
modality was appropriate and relevant. At appraisal, the preconditions of using an MFF such as 
road map, policy framework, strategic context, investment program, financing plan and 
undertakings were satisfied. During implementation, the MFF modality provided the needed 
flexibility in making investment decisions based on the needs and constraints of the investment 
program within the sector road map. It facilitated continuity and linkages between each project. 
Adjustments of an individual project and shifting outputs to a subsequent project allowed efficient 
use of available resources while keeping the objectives and relevance at project level and at 
program level, as demonstrated by the minor scope changes under project 1 (para. 15). As ERA 
and other government agencies involved in had inadequate capacity and limited prior experience 
with ADB operations, the modality facilitated subproject programming based on priorities and 
preparedness. Also, the modality allowed committing to long-term support to gradually develop 
the capacity of ERA and other government agencies, enabling individual projects to be linked with 
incremental reform targets over a realistic timeframe. 
 
13. The program's DMF was generally logical with sound links between outcome and outputs. 
However, improved employment opportunities should have been part of the impact statement and 
not as part of the outcome statement since employment opportunities cannot be attributed directly 
to the project outputs. For project 1, there was no separate DMF established at the approval of 
the MFF program. According to the PCR, a tranche-specific DMF for project 1 was formulated in 
2011 as part of a DMF clean-up exercise in ADB eOps for all ongoing ADB projects. The indicators 
and targets in this tranche-specific DMF were subsequently adopted by the borrower and regularly 
monitored in progress review missions. However, this DMF did not include some output indicators 
and targets from the MFF program DMF and the periodic financing request (PFR) for project 1. 
The DMF for project 1 did not include performance indicators and targets for impact. Based on 
the PCR and other documents made available to this validation, it is unclear to this validation why 
the 2011 tranche-specific DMF was made inconsistent with the program DMF and PFR and 
incomplete structurally and content-wise, and why it was not updated, given that the project was 
only in its early stage of implementation in 2011 due to significant initial delays. 
 
14. Project 1 was implemented largely as designed, with two minor changes in scope. The 
first change, approved in 2010, related to the water supply subproject. As the result of detailed 
hydrological survey, the raw water intake point was changed from Sindh canal to Dachigam 
Nallah, a perennial stream, for better quality and higher reliability. The raw water pipeline 
transmitting raw water to the Nishat water treatment plant (WTP) was realigned, with length 
reduced from 10km to 4.8km. This change kept the original objective of the subproject, which was 
to ensure continuous supply of assured quantity of raw water to the WTP. It also produced the 
additional benefits of reducing water extraction from the environmentally sensitive Dal Lake and 
improving system efficiency due to reduced physical losses and energy cost. 
 
15. The second change was about shifting the urban transport subproject to project 2. The 
subproject intended to improve vehicular traffic movement and decongest an important arterial 
road in the project’s target town. Findings from a mobility plan and detailed engineering design 
prepared after approval of PFR indicated that the original design of constructing a two-lane flyover 
and widening of road junctions would not serve the intended purpose effectively and needed 
enhancement. The estimated cost of the modified design was substantially higher than the original 
amount. As the uncommitted fund available under project 1 was not sufficient to meet the cost 
requirement, the government decided to move the subproject from project 1 to project 2. This 
change was approved in August 2013. The resultant loan savings were reallocated to expand the 
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solid waste landfill site in project’s target town, cover increasing administration costs due to 
significant implementation delay, and prepare subsequent projects of the program. Both minor 
changes were timely and responded to actual needs emerging from project implementation and 
helped to maintain the relevance of both project 1 and the program. 
 
16. On the whole, project 1’s objectives were in full alignment with the government's and 
ADB's strategies and policies. The use of MFF modality provided the flexibility to change the 
scope and move some of the planned outputs to a later project based on detailed engineering 
design and surveys. The deficiency in the DMF had no material impact on project implementation 
and delivery of outputs.  This validation assesses project 1 relevant. 
 
B. Effectiveness in Achieving Project Outcome and Outputs 
 
17. The PCR rated project 1 effective in achieving its outcome and outputs. This validation 
notes that the project at its completion, substantially achieved its intended outcomes. Of the three 
outcome targets for urban infrastructure development, two were achieved and one was partially 
achieved. Specifically, with urban infrastructure developed under project 1, a total of 0.53 million 
(target 0.38 million) people benefited from improved access to water supply. A total of 1.1 million 
(target 1.1 million) people benefitted from improved solid waste facilities, at which separation, 
collection, and treatment were operational, and reduced pollution loads on the surrounding 
streams. Due to unfinished works as of loan closing, the sewerage subproject benefited 0.13 
million people, below the target of 0.23 million people. 
 
18. On the outcome relating to capacity building, the tranche-specific DMF formulated in 2011 
did not establish specific performance indicators and targets. The PCR reported that the 
completion of planned activities and outputs relating to capacity building resulted in three specific 
outcomes. These were establishing economic opportunity development plan and e-procurement 
system; capacity building of relevant agencies using state budget; and improved O&M capacity 
of operating institutions from hands-on training by consultants and contractors. 
 
19. Project 1 delivered its planned outputs relating to urban infrastructure, except for the urban 
transport subproject which was deferred (para. 15). On water supply, a 4.8 km raw water pipeline 
was laid, linking the new water source to the Nishat WTP (para. 14). Water supply was increased 
from 80 liters per capita per day (lpcd) to the national standard of 135 lpcd. The daily service 
period was extended from 2 hours to 8 hours. On solid waste management, the capacities of three 
landfill sites were expanded to 380, 243, and 335 metric tons per day, respectively. 100% of solid 
waste generated was collected and transported for treatment and disposal in the target towns. 
Additional collection bins and equipment were made available. A two-lane access road to connect 
the landfill sites with the main highway was developed. A total of 190 km sewer network was laid, 
and one sewerage treatment facility with the capacity of 30 million liters per day was constructed. 
20,000 house connections were completed, accounting for 60% of the planned connections. The 
balance was completed under project 3. On capacity building, the tranche-specific DMF 
formulated in 2011 did not establish specific performance indicators and targets for outputs. The 
activities and outputs planned under the PFR were largely completed, leading to the outcomes 
on water supply, solid waste and sewerage services (para 17). 
 
20. Project 1 was classified category “B sensitive” for the environment, which was considered 
appropriate for a project with risks of this nature and scale. The environmental assessment review 
framework (EARF) provided a comprehensive review of likely subproject risks and impacts, the 
regulatory regime applicable to the subprojects, screening criteria and eligibility requirements, 
institutional arrangement and procedures for processing future subprojects among other details. 
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During implementation, the objectives of the applicable environment management plans were 
adequately achieved, and no outstanding or unresolved issues were reported with respect to 
environmental risks and impacts. 
 
21. On involuntary resettlement, project 1 was classified category A in consideration of the 
larger scale risks and impacts associated with the originally proposed urban transport subproject. 
After dropping the urban transport subproject, project 1 at its completion required the acquisition 
of 0.47 hectares of land for the construction of an approach road to the sanitary landfill site. During 
implementation, monitoring reports expressed support for negotiated settlements rather than 
involuntary resettlement where possible. However, it was not always possible to reach negotiated 
settlements which then triggered compulsory land acquisition and, in some cases, disputes over 
rates and levels of compensation. Recurring problems related to delays in project deliverables 
and some administrative delays relating to land ownership and tenure. At loan closing, three land 
acquisitions were awaiting resolution in local courts. 
 
22. Project 1 was classified category A because the broad project area is inhabited by 
numerous ethnic minorities and/or scheduled tribes. An Indigenous Peoples Development 
Framework (IPDF) was prepared to guide the selection and preparation of specific plans in case 
subprojects would have impacts on indigenous peoples. During implementation, no impacts on 
indigenous peoples were identified for any subprojects. There was no recategorization. 
Environmentally and socially, the subprojects directly improved urban basic infrastructure for 
better municipal services and also generated multiple benefits across environment, sanitation, 
health, employment, and local socioeconomic development. The safeguard requirements of the 
government and ADB were met satisfactorily. At loan closing, there were no pending safeguard 
issues, except for a small number of landfill site resettlement cases awaiting court resolution. 
Compensation has been deposited by ERA into an escrow account and would be disbursed to 
affected landowners in line with the court decision. Given the delivery of planned outputs and the 
substantial achievement of outcomes, this validation assesses project 1 effective. 
 
C. Efficiency of Resource Use 
 
23. The PCR rated project 1 efficient and economically viable indicating the re-evaluated 
economic internal rate of return (EIRR) of the three subprojects combined was higher than the 
benchmark of 12%. The PCR’s reevaluation of the EIRRs was largely consistent with the 
approach taken at appraisal. Economic investment costs were updated based on actual 
expenditures, reflecting the actual project activities and implementation delay. The estimate on 
the annual operation and maintenance (O&M) costs was adjusted accordingly.  
 
24. For the water supply subproject, the three non-incremental benefits were savings of 
resource costs, economic value of reduced time spent on fetching water, and reduced medical 
expenses due to reduced incidence of waterborne disease. The incremental benefit from 
additional water supply and consumption was estimated using consumers' willingness-to-pay. For 
the solid waste management subproject, the benefits were in the form of reduced disease burden 
and avoided income loss due to sick days. For the sewerage subproject, the estimated benefits 
were avoided income loss as a result of managed wastewater, avoided income loss from sick 
days and lower medical expenses due to reduced waterborne disease. 
 
25. The EIRR for subprojects as recalculated by the PCR were 31.44% for the water supply, 
18.30% for the solid waste management, 7.53% for the sewerage, and 12.27% for the three 
combined. Per PCR, the sewerage subproject of project 1 had a low EIRR, since it only covered 
the initial start-up activities toward large-scale and comprehensive improvement of urban basic 
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infrastructure under the program. Potential benefits in the form of savings from avoidance of 
flooding and loss of livelihood could only be included after the completion of the network and 
house connections in subsequent projects.  
 
26. The PCR of project 3 indicated that under project 3, sewer network of 27km was laid and 
13,500 houses connected. The range of benefits included health benefits from reduced incidence 
of disease, time savings due to reduced water logging, lower medical esxpense, reduced flooding 
costs, and improved property value. The EIRR of the sewerage subproject increased from 7.53% 
to 8.7%.  
 
27. The PCR assumed that 35% of the reduction in household health expenditure on treating 
water borne or vector borne diseases can be attributed to the sewerage subproject. This validation 
notes that this was a conservative assumption compared to the 50% assumed by the PPTA. 
Project 1 had a 56-month delay with four extensions due to inadequate capacity of the state 
government and ERA staffs’ limited experience of ADB projects. There were also external factors 
related to social and political contexts and a disastrous flood. The consultant recruitment was 
delayed due to limited and over stretched staff resources. The weak performance of some 
contractors for the sewerage subproject led to contract termination and rebidding. 
 
28. Notwithstanding the implementation inefficiencies due to weak contractor performance 
and other factors, the PCR's recalculated EIRR of the three subprojects combined was just above 
the economic opportunity cost of capital of 12%. This validation assesses project 1 efficient. 
 
D. Preliminary Assessment of Sustainability 
 
29. The PCR rated the project likely sustainable. It noted that the state government  transfers 
funds to ULBs as mandated by the Constitution of India assuming that state government would 
release funds for O&M expenses to the relevant agencies in a timely fashion. The PCR also 
quoted the operating ratios of the state government for the period of 2014 to 2018, which were in 
the range of 0.84 to 1.0, to indicate the state government’s ability to provide for the O&M of the 
assets and the reliable provision of related services. 
 
30. This validation notes that there were certain positive developments such as the 
computerized billing and collection system that was being developed at loan closure in 2017 and 
now used by PHED and the property tax that was introduced in February 2021 through state’s 
Municipal Act. The state increased water tariff, and took initiatives to improve efficiency such as 
the rehabilitation of the old water pipe networks and replacement of electro-mechanical equipment 
to reduce energy consumption. Despite these developments as noted in the DMF in Appendix 1-
1 of the PCR for project 3 and the MFF,15 the envisaged capacity building and institutiontal 
development output target of 30% recovery of the O&M costs for water supply, as the first of the 
three-step improvement in financial performance of municipal corporation services, has not been 
achieved. The extent to which O&M cost recovery would improve in the future remains uncertain, 
as there is no clear timebound plan for the full implementation of the approved tariffs. 
 
31. It was noted at project appraisal that irregular fund transfers from the state and outdated 
accounting practices, hampered budgeting of the towns (MFF’s concept paper, paragraph 14), 
which was the main reason why reforms were included both in the loan covenant and MFF design 
to address the issue of sustainability of service delivery in the target towns. The constitutional 

 
15 ADB. 2021. Completion Report. India: Jammu and Kashmir Urban Sector Development Investment Program in 

India (Project 3 and Multitranche Financing Facility). Manila. 
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mandate on fund allocations by state governments for delivery of municipal services, which 
already existed before the MFF and project 1 were approved, proved to be insufficient to ensure 
the operation and maintenance of the infrastructures in a sustainable way. There is no clear 
evidence to suggest budget allocations would be sufficient to cover O&M expenses. Moreover 
the continued reliance on government funds to cover the O&M expenses is a deviation from the 
originally envisaged cost recovery through increased water tariff,  introduction of property taxes, 
and reduced water losses, which was a key design principle of the MFF program. This calls into 
question the program's likely sustainability.16 This validation assesses project 1 less than likely 
sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
32. The PCR rated project 1's development impact satisfactory. Based on the pertinent project 
documents, no tranche-specific performance targets and indicators for impacts were established 
for project 1. As such, the development impact of project 1 cannot be evaluated directly. But, it is 
evident that that project 1, by largely delivering on its planned outputs and outcomes, generated 
a series of social and economic benefits, including increased access to economic activities due 
to increased tourist inflows, reduced morbidity and mortality, enhanced environmental quality and 
public health, and improved quality of life, especially for women and the poor. This validation 
assesses the development impact of project 1 satisfactory. 
 
B. Performance of the Borrower and Executing Agency 
 
33. The PCR rated the performance of the borrower and the executing agency satisfactory. 
The government as the borrower, represented by the Department of Economic Affairs, 
demonstrated strong ownership, and performed its functions in a timely and responsible manner. 
Project progress at key stages of implementation was facilitated by the borrower's supervision, 
guidance and quick decision-making. Despite some initial difficulties in allocating adequate staff 
due to then then-ongoing ADB loan (2151), the state government provided strong support to the 
executing agency, including the timely provision of counterpart funding. The completion of the 
sewerage works after loan closure was made possible by the state government funding. ERA as 
the executing agency made generally adequate institutional and implementation arrangements, 
facilitating interagency coordination, cooperation, monitoring and progress reporting. Early on, the 
PMU and PIUs experienced a challenge due to low staff capacity and heavy workload. With the 
assistance from the PMC and DSCs and guidance and support from ADB, the PMU and PIUs 
were able to gradually improve their capacity and performance in implementing the project across 
technical, policy, regulatory, safeguard, and administrative aspects. At loan closing, the project 
had no pending safeguard issues, except for the landfill site resettlement cases awaiting court 
resolution. The financial management performance of ERA could have been better, as the APFS 
and AEFS for FY2008 were not submitted and the APFS for FY2018 was rejected due to 
noncompliance with the requirement. Overall, this validation assesses the performance of the 
borrower and the executing agency satisfactory. 
 
C. Performance of the Asian Development Bank 
 
34. The PCR rated ADB's performance satisfactory. ADB responded flexibly to the extent 
possible to the borrower, the executing agency, and related stakeholders to ensure timely project 

 
16 ADB. 2016. Guidelines for the Evaluation of Public Sector Operations. Manila 
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preparation, approval, and implementation. ADB was closely involved in identifying and analyzing 
implementation issues. Substantial inputs were given to effectively resolve the identified issues 
by time-bound actions and targets and expedite implementation progress. Throughout project 
implementation, ADB fielded 24 missions - 3 contact missions, 13 loan review missions, 3 midterm 
review missions, and 5 special loan administration missions. ADB's team regularly trained and 
supported the executing agency and PMU staff on procurement, disbursement and safeguard 
compliance. However, ADB could have strengthened its monitoring of and support to the 
executing agency through more frequent communications and including adding a financial 
management specialist to the project team and missions. 

 
35. ADB's safeguard work quality at appraisal and at supervision was satisfactory. The 
formulation of EARF, resettlement planning framework, and IPDF was appropriate given the 
complexity and diversity of the MFF program. The frameworks provided adequate guidance for 
subsequent preparation of individual projects. Safeguard policy and procedural requirements 
were complied with, and the content and quality of project specific documents were prepared in 
a manner consistent with expected operational practice. ADB effectively monitored the project, 
identified a range of safeguard related issues, developed time-bound action plans, and provided 
guidance and support to the executing agency for their resolution. At loan closing, there were no 
major issues of non-compliance or non-performance, except for the small number of resettlement 
cases awaiting court resolution. This validation assesses ADB's performance satisfactory. 
 

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

 
36. The PCR rated project 1 successful. This validation assesses project 1 relevant,  effective, 
efficient but less than likely sustainable given the slow progress in raising revenue for O&M. It 
assesses the project successful. 
 

Overall Ratings 
Validation criteria PCR IED review Reason for disagreement 

and/or comments 
Relevance Relevant Relevant  
Effectiveness  Effective Effective  
Efficiency  Efficient Efficient  
Sustainability Likely 

sustainable 
Less than likely 

sustainable 
Heavy dependency on budgetary 
support, and slow progress in cost 
recovery through tariffs and other 
means. 

Overall Assessment Successful Successful  
Preliminary assessment 
of impact 

Satisfactory Satisfactory  

Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory Para. 41 

ADB = Asian Development Bank, EIRR = economic internal rate of return, IED = Independent Evaluation Department, 
PCR = project completion report. 
Source: ADB (IED). 
 
B. Lessons 
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37. The PCR identified 13 lessons. First, greater readiness at the time of MFF approval 
including proper identification of land requirements would help deliver projects in a timely and 
responsive manner. Second, sufficient support for preparing subsequent projects are required for 
MFF. Third,  provided property connections in conjunction with the laying of the sewerage network 
helps in ensuring timely realization of benefits from wastewater management systems; Fourth, 
more input from the state agencies during planning, design, and implementation will improve 
ownership for new facilities. Fifth, continued payment of O&M fees for water treatment plants and 
STPs by municipal corporations is necessary for optimal maintenance and sustainability. Sixth, 
water supply and sewerage works contracts needs to include a reasonable O&M period until local 
organizations are properly trained and have sufficient budget to take over. Seventh, consultant 
performance needs to be closely monitored, Eighth, strong government support is essential to the 
performance of executing agency. Ninth, realistic schedule for consultant recruitment, detailed 
design development, and contract periods needs to be incorporated into the project schedule at 
appraisal. Tenth, close assessment of state agency capacity is needed at appraisal to inform 
realistic reform targets. Eleventh, subproject’s scope needs to be oriented toward outcomes and 
provide comprehensive end-to-end solutions for the entire target area. Twelfth, compliance with 
submission requirements for APFS and AEFS needs to be closely followed up. Thirteenth, 
categorization for involuntary resettlement and indigenous people needs to be revised if the 
impacts are reduced during implementation. 
 
38. This validation supports the above lessons and offers two additional project-level lessons. 
First, performing adequate due diligence at appraisal is critical to develop a realistic project scope 
and clear implementation plan, especially when the capacity of the executing agency across 
institutional, financial and managerial aspects are limited. Second, appropriate change in scope 
in response to detailed technical design to improve the original outline plan and project design at 
preparation stage supports delivery of expected outputs in a timely and cost-effective manner. 
Revision in project scope that involved a change and realignment with the project pipeline needs 
timely approval to reduce any cost and time overrun.  
 
C. Recommendations for Follow-Up 
 
39. The PCR made the following recommendations for follow-up. First, ERA is expected to 
provide details of O&M fee payments from ULBs to PHED and the Urban Environmental 
Engineering Department. Second, the municipal corporations of the target towns need to continue 
strengthening their human resources and institutional capacity to achieve better asset 
management and governance. Third, ERA needs to ensure timely disbursement of compensation 
from the escrow account to landowners of the sanitary landfill site as per the court decision. 
Fourth, compliance with covenants relating to levy of SWM charges by ULBs should be ensured. 
This validation supports these recommendations. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
40. The PMU established effective implementing and monitoring mechanisms through the 
PIUs. Quarterly progress reports were submitted by ERA to ADB with some delay. Semiannual 
safeguard monitoring reports were submitted regularly. Only from FY2009, APFS were submitted 
until 2017, despite minor delays by 0.6 to 3.8 months in submitting four reports. For FY2018, the 
APFS was rejected due to it being a combined report for all projects despite the requirement of 



 

 

12 

PUBLIC. This information is being disclosed to the public in accordance with ADB’s Access to Information Policy. 

separate reports and opinions. The borrower's PCR was prepared and submitted to ADB in 
December 2019. 

 
B. Comments on Project Completion Report Quality 
 
41. The PCR was well prepared and consistent with guidelines. It was comprehensive and 
described the design and implementation process, although the assessments on efficiency and 
sustainability could have been supported with better evidence. Major implementation issues were 
clearly identified. The environmental and social safeguards were succinctly summarized. The 
PCR's findings, lessons, and recommendations were evidence-based, relevant, and useful. The 
economic reevaluation was generally well prepared, with a series of supporting spreadsheets 
presenting calculation details. The PCR could have provided a clear basis for the values assumed 
for the key parameters. On the whole, this validation assesses the quality of the PCR satisfactory. 

 
C. Data Sources for Validation 

 
42. Data sources for this validation include the PCR, report and recommendation of the 
President and its linked documents, loan and project agreements, facility administration manual, 
mission back-to-office reports, aide-mémoire, safeguard assessment, environmental and social 
monitoring reports, national strategies and policies, and ADB strategies, policies and guidelines. 

 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
43. This validation considers that a future evaluation by IED can give a fuller view on the 
progress made on the tariff regime and on the development results. 
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