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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. Despite the resurgence of the of the economy of the state of Jammu and Kashmir (the 
state), low investment in physical infrastructure and in operation and maintenance (O&M), and 
weak capacity of institutions constrained its economic growth. To spur economic growth, the state 
government initiated investments in urban infrastructure and capabilities of its line agencies and 
towns. 
 
2. Two of the main towns of the state are the Jammu and Srinagar (i.e., target towns). In 
2001, of the total urban population of 2.52 million, 63% lived in target towns. More than 96% of 
the households in the target towns had access to piped water. However, leaks, illegal 
connections, and poor records, accounted for more than 50% system losses. Both towns lacked 
sufficient sewage collection. Less than half of the municipal solid waste was collected. In the 
target town, discharge of untreated municipal sewage and dumping of solid waste posed serious 
threats to the water ecosystems. The increasing number of vehicles constrained road capacity 
which led to traffic congestion. Also, the institutional capacity of concerned government agencies 
to plan, design and implement programs, and operate and maintain infrastructure was generally 
weak. 
 
3. In 2004, the Asian Development Bank (ADB) approved its first major assistance to the 
state aimed to rehabilitate their infrastructure, including a development of an urban sector master 
plans to form the basis for future investment needs.1 In May 2007, ADB approved a multitranche 
financing facility (MFF) of $300 million for the Jammu and Kashmir Urban Sector Development 
Investment Program.2 The MFF was to be delivered in four to six tranches, building on the then 
ongoing 2004 ADB loan. The MFF’s Project 1 (1st tranche) was approved together with the MFF, 
and Project 2 (2nd tranche) in 2012. Project 3 (3rd/last tranche) was approved in June 2014 for $60 
million for the water supply, drainage, and urban transport infrastructure and institutional reform 
support. This validation assesses the MFF and its Project 3, as described in the project/facility 
completion report (PCR/FCR).3  
 
B. Expected Impacts, Outcomes, and Outputs 
 
4. The MFF’s expected impact was sustainable economic growth through the provision of 
urban infrastructure services and the promotion of urban management improvement in the target 
towns, and other selected towns with tourism potential in the state.4 The two intended outcomes 
were improved living environment and employment opportunities for the 2.4 million people in the 
target towns and other participating towns with tourism potential, and improved capacity of 

 
1 ADB. 2004. Report and Recommendation of the President to the Board of Directors for the Proposed Multisector 

Project for Infrastructure Rehabilitation in Jammu and Kashmir. Manila.  
2 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. 
3 Projects 1 and 2 have separate PCRs. See ADB. 2021. Completion Report. India: Jammu and Kashmir Urban Sector 

Development Investment Program (Project 1). Manila; ADB. 2021. Completion Report. India: Jammu and Kashmir 
Urban Sector Development Investment Program (Project 2). Manila; and ADB. 2021. Completion Report. India: 
Jammu and Kashmir Urban Sector Development Investment Program (Project 3 and Multitranche Financing Facility). 
Manila. Consequently, PCRs of projects 1 and 2 are validated as well. See ADB. 2021. Validation Report India: 
Jammu and Kashmir Urban Sector Development Investment Program (Project 1). Manila; and ADB. 2021. Validation 
Report. India: Jammu and Kashmir Urban Sector Development Investment Program (Project 2). Manila. 

4 ADB. 2021. Completion Report. India: Jammu and Kashmir Urban Sector Development Investment Program (Project 
3 and Multitranche Financing Facility). Manila. 
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participating institutions in managing sector reforms and service delivery. Expected outputs 
comprised two components–urban infrastructure and services improvements, and capacity 
building, institutional development, governance, and investment program management.5 The 
PCR/FCR noted that in 2015, investments (other municipal and urban infrastructure) aimed at 
supporting economic growth, living improvements, and employment opportunities in other 
participating towns with tourism potential were dropped due to development challenges (footnote 
19, PCR/FCR). This validation notes that these investments were already intended to be dropped 
as early as February 2014 since the state government was planning to address the urgent needs 
in the target towns’ urban infrastructures.6 The design and monitoring framework (DMF) was not 
revised to reflect these exclusions.   
 
5. Project 3’s expected impact was aligned with the MFF’s first outcome, (para. 4), while the 
expected outcome was improved access to quality urban services in the target towns. Project 3’s 
four outputs were improved water supply, urban transport and drainage infrastructure, and 
strengthened institutional capacity. 
 
C. Provision of Inputs 

 
6. The investment program was approved in May 2007 with an expected availability period 
until December 2015. ADB approved the Project 3 in June 2014 and it became effective in January 
2015, two months ahead of the plan. The MFF’s closing date was extended twice to optimize the 
loan utilization, enabling the completion of civil works, and to reduce the state's financial burden 
for spillover works.7 According to the PCR/FCR, the first extension of the MFF in March 2017 was 
mainly due to significant implementation delays caused by the weak capacity and limited 
experience of the executing agency with overstretched staff, delays in engaging consultants and 
procuring civil works packages, poor performance of some contractors, a disastrous flood, and 
related social and political contexts. Project 3 had an original completion date of December 2016 
but was extended once to May 2017, the same as for the MFF. A minor change in disbursement 
arrangements was approved in October 2017 to extend winding up period for Projects 2 and 3 up 
to November 2017 to maximize the utilization of loan proceeds and complete the payments for 
expenditures.8 
 
7. At appraisal, the investment program for four to six tranches was estimated at $485 million, 
with ADB financing 62% of the program cost and the state government financing the difference. 
In December 2016, a minor change in project scope was approved to increase ADB’s financing 
share to 100%, for both Project 2’s civil works and consulting services, and 82% for Project 3’s 
civil works.9 The actual program cost was $286.27 million, of which 56% were disbursed under 
the MFF’s three tranches. With a reduced number of tranches and significant implementation 
delays bound by the 10-year implementation period of an MFF, this validation notes that the actual 
ADB amount disbursed under the MFF was only 53% of $300 million approved amount in 2007. 

 
5 Component 1 covered improvements in water supply, sewerage system and sanitation maintenance, municipal solid 

waste processing and treatment, road and junction capacity augmentation and road safety improvements, and other 
municipal/urban infrastructure. Component 2 was to establish semi-autonomous entities for water supply, sewerage 
and drainage operations for both towns; e-governance system; financial performance and tariff revisions for municipal 
corporation services; accounting and financial management systems; and knowledge management. 

6 ADB (South Asia Department). 2014. Jammu and Kashmir Urban Sector Development Investment Program (Project 
1 and 2). Midterm Review. 21 February (internal). 

7 No approved memo made available to IED.  
8 ADB (South Asia Department). 2017. Jammu and Kashmir Urban Sector Development Investment Program (Projects 

2 and 3). Minor Change in Project Disbursement Arrangements. Memorandum. 30 October (internal). 
9 No approved memo available to IED but this was discussed in a memo dated 30 October 2017. See footnote 7. 
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Other reasons were currency depreciation, implementation delays and unfinished civil works, and 
no contingency disbursement, which were common to all the three projects. 
 
8. At appraisal, Project 3’s total cost was $94.0 million, with ADB financing 64% of the project 
cost and the state government financing the difference. At completion, Project 3’s actual total cost 
was 80% of appraised amount. The actual ADB disbursement was 75% of $60 million approved 
in 2014.   
 
9. At appraisal, Project 3 envisioned to engage a total of 132 person-months of international 
consultants’ services and 96 person-months of domestic consultants including support staff.10 
However, the PCR/FCR did not indicate the actual person-months of consulting services. Project 
3 utilized the consultants engaged under Projects 1 and 2.11  A capacity building and institutional 
support (CBIS) consultant, a nonrevenue water (NRW) consultant, and a gender-focused 
community development specialist (GCDS) consultant were engaged under Project 3 and 
delivered the services to both Projects 2 and 3. This validation notes that one of the major agenda 
of Project 3 was to support the urban local bodies (ULBs) and in 2015, there was a plan to engage 
consultant to support this.12 The PCR/FCR did not indicate if the engagement materialized.  
 
10. Project 3 procured a total of eight civil works contracts. The overall procurement process 
was delayed due to limited interest of contractors and weak capacity of the Economic 
Reconstruction Agency (ERA) and the state government staff. The performance of the contractors 
was unsatisfactory and delayed the works under all eight packages for Project 3 and the MFF. 
The works were completed using state government funds and after the MFF closing date. 
 
11. Project 3 was classified category B for environment and involuntary resettlement, and 
category C for indigenous peoples. It was categorized as "effective gender mainstreaming".13 A 
gender action plan (GAP) with 11 activities and 20 quantitative targets were implemented to 
create equal opportunities for women to participate in and benefit from the project.14  
 
D. Implementation Arrangements 
 
12. ERA is a special agency set-up in 2004 to implement externally aided projects in the state. 
It was the executing agency under the guidance of state-level inter-ministerial and city committees 
and a works finalization committee. The project management unit (PMU) and project 
implementation units (PIUs) established under Project 1 continued to operate to implement 
Projects 2 and 3. The PCR noted that consultants were to provide capacity building and 
institutional support to Public Health Engineering Department (PHED) and ULBs, help prepare 

 
10 Project 3 PFR, Annex 9, indicated that the total envisioned national consultants were 114 person-months.  
11 Under Project 1, a project management consultant was engaged but that contract was not extended in December 

2011 due to their weak capacity and unsatisfactory performance. A replacement was engaged in May 2013. Two 
DSCs were engaged using quality- and cost-based selection procedure, but one was replaced on contract completion 
in December 2013 and its replacement was on board in July 2014. The other DSC was retained until the completion 
of Projects 2 and 3 in May 2017. 

12 ADB (South Asia Department). 2015. Special Loan Administration Mission: Jammu and Kashmir Urban Sector 
Development Investment Program (Projects 2 and 3). 27 April (internal); ADB (South Asia Department). 2015. 
Jammu and Kashmir Urban Sector Development Investment Program (Project 3). Midterm Review. 1 December 
(internal).  

13 The gender-related output indicator in Project 3’s DMF was one automatic multi-level car parking constructed in the 
target town accommodating 720 cars with women-friendly facilities including separate restrooms each for males and 
females, closed-circuit TV system installed, and full lighting. 

14 Based on Project 3’s PCR, the number of activities should be 11, and target 7 reported in the PCR was originally 
targets 7 and 8 in the PFR. See pages 30-31 of the Project Administration Manual attached to the PFR. 
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the NRW reduction action plan and facilitate the implementation of the GAP. This validation notes 
that at appraisal, a senior officer, directly reporting to the chief executive officer of ERA, supported 
by institutional, financial and municipal management specialists and consultants was to oversee 
the institutional development component of the MFF. Another senior officer was to ensure the 
safeguards compliance. Each PMU was to have a dedicated financial/accounts officer.15 The 
PCR/FCR noted that implementation arrangements were consistent with the design at appraisal, 
especially on implementing the infrastructure component. This validation views that more 
discussion on the actual implementation arrangements supporting the institutional development 
component could have been presented.  

 
13. The PCR/FCR noted that of the six items for compliance with representation and 
warranties under the MFF, all were complied with except for the fiduciary oversight. 16  This 
validation notes that only three were complied with because compliance related to institutional 
development and safeguards were not fully complied.17 Project 3 had 61 covenants, of which 50 
were complied with, eight were partially complied with, and three were not complied with. Five of 
the eight partially complied with covenants were fiduciary oversight-related covenants, one related 
to noncompletion of infrastructure investments, and two related to outputs on institutional reform—
computerized water billing system was operational and water tariff usages was approved up to 
2020–2021, but 50% recovery of the O&M costs for water supply was not achieved; and ERA was 
not able to go through all the reforms involving state legislature. Of the three covenants not 
complied with, two were fiduciary oversight-related covenants—audited project financial 
statements (APFS) not acceptable to ADB and audited entity financial statements (AEFS) were 
not in line with national accrual-based financing standards acceptable to ADB. Not complied with 
covenant was related to the MFF output on established semi-autonomous entities or boards or 
other suitable institutional mechanism responsible for water supply, sewerage and drainage 
operations.18 
 
14. In 2004, a project preparatory technical assistance (PPTA) of $500,000 was approved to 
provide indicative technical design for the MFF, including detailed ones to four subprojects in 
Project 1.19 In 2006, a cluster PPTA was approved amounting to $11 million to support project 
processing in India, of which, $500,000 was allocated to MFF’s Project 2.20 Also in 2006, an 
advisory technical assistance (ADTA) of $400,000 was approved to support ERA implement 
MFF’s Project 1 until 2009. Consultants engaged helped ERA in preparing bidding documents, 
contract management, and helped in resolving technical and contracts administration issues. The 
ADTA was rated highly successful.21 According to its completion report, a follow-up capacity 
building technical assistance (CDTA) amounting to $1.5 million was approved to continue ADB’s 
support to ERA.22  

 
15 MFF’s Facility Concept, Appendix 5. 
16 Audit management letter was not issued for the financial report of FY2018 and audited reports were submitted to 

ADB with delays. See Appendix 9-1, PCR/FCR. 
17 Outputs related to institutional development were not fully achieved and there are pending actions under safeguards 

since compensation to affected people under Project 2 are yet to be completed. 
18 See PCR/FCR, Appendix 9-2, for details. 
19  ADB. 2004. Technical Assistance to India for Preparing the Proposed JKUSDP. Manila (PPTA 4515-IND for 

$500,000, approved on 22 December 2004). 
20 See MFF’s Facility Concept, para. 65. ADB. 2006. Technical Assistance to India for Project Processing and Capacity 

Development. Manila (TA 4814-IND for $11 million, approved on 30 June 2006). 
21 ADB. 2006. Technical Assistance to India for Strengthening Urban Project Management in Jammu and Kashmir. 

Manila (ADTA 4888-IND for $400,000, approved on 7 December 2006); ADB. 2010. Technical Assistance 
Completion Report for Technical Assistance to India for Strengthening Urban Project Management in Jammu and 
Kashmir. Manila.  

22 ADB. 2009. Technical Assistance Report to India for Capacity Development to Enhance Project Readiness and 
Results Monitoring for Transport Projects. Manila. Based on the CDTA’s completion report, it was completed in 2016, 
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II. EVALUATION OF PERFORMANCE AND RATINGS 

 
A. Relevance of Design and Formulation 
 
15. The PCR/FCR rated Project 3 and the MFF relevant at appraisal and completion. The 
program was strategically aligned with the government's development priorities, strategies and 
policies, as well as ADB strategies. India's 11th Five Year Plan (FYP) 2007–2012 prioritized quality 
and access to water and sewerage and solid waste management.23 Urban development was 
identified as one of the sectors to help achieve the objectives of the 12th FYP 2012–2017.24 The 
plan emphasized the importance of governance change at ULBs and building capacity for 
sustainable service delivery. The PCR/FCR noted that the MFF did not overlap with other projects. 
This validation notes that output on e-governance system under Project 2 was funded by another 
government project.25 
 
16. This validation notes that the program was aligned with ADB Strategy 2020, which 
emphasized urban infrastructure interventions for water supply, sanitation, waste management 
and urban transport.26 It was aligned with ADB’s Strategy for India 2003–2006 and 2009-2012, 
which stressed the need for urban infrastructure development.27 The PCR/FCR viewed that the 
program, designed as an MFF, was appropriate as it provided the needed flexibility to move 
outputs within the tranches without affecting the MFF outcome.  

 
17. The PCR/FCR noted that Project 3’s five minor changes in scope were appropriate to 
address emerging needs and risks, although these changes were not formally approved by ADB. 
Project 3’s DMF remained unchanged. This validation notes early adjustments could have been 
properly documented since the flood happened at the very early stage of Project 3 
implementation. The detailed design during project implementation concluded that the output 
target to construct a parking with the planned capacity was not technically feasible. Project 3 did 
not have a dedicated TA to assist with the detailed designs, which could have mitigated the risks 
of multiple changes in design, early on during its implementation. The approval of Project 3 was 
subject to substantial compliance of loan covenants under the first two projects, including the 
gradual increase of cost recovery and introduction of property tax.28 At approval, the indicators 
under institutional capacity were adoption of organizational development plans for both municipal 
corporations and establishment of a system to generate AEFS. Given the slow progress in 
completing Projects 1 and 2, the scope of Project 3, with only two years left, could have been 

 
without any discussion that it supported ERA. Revised approved amount was $2.93 million. See ADB. 2017. 
Technical Completion Report for the Technical Assistance to India for Capacity Development to Enhance Project 
Readiness and Results Monitoring for Transport Projects. Manila.  

23 Government of India, Planning Commission. 2002. Tenth Five-Year Plan, 2002–2007. New Delhi; Government of 
India, Planning Commission. 2007. Eleventh Five Year Plan, 2007–2012. New Delhi. 

24 Government of India, Planning Commission. 2012. Twelfth Five Year Plan, 2012–2017: Faster, More Inclusive and 
Sustainable Growth. New Delhi. 

25 ADB. 2021. Completion Report: Jammu and Kashmir Urban Sector Development Investment Program in India 
(Project 2). Manila. 

26 ADB. 2008. Strategy 2020: Working for an Asia and Pacific Free of Poverty. Manila. 
27 ADB. 2003. Country Strategy and Program: India 2003–2006. Manila; ADB. 2009. Country Partnership Strategy: 

India, 2009–2012—Abridged Version. Manila. 
28 ADB (South Asia Department). 2013. Aide Memoire for the Special Project Administration Mission: Jammu and 

Kashmir Urban Sector Development Investment Program in India (Project 3). 10 June (internal). During the February 
2014 MTR mission, it noted that cost recovery ratios remained at an average of 11% and property tax levy was laid 
down and designing the system and establishment of the department was to be done when the state property tax 
board is established. Institutional capacity support to municipal corporations was proposed under Project 3. 
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driven by lessons from the first two projects and by a thorough assessment on whether the 
additional six subprojects and majority of institutional reforms could be feasible under Project 3.  
 
18. The MFF was designed to provide a long-term engagement at the sector level with 
predictable financing. However, this validation assesses that it focused exclusively on delivering 
physical investment outputs, which a stand-alone or typical project investment with institutional 
development component, could have provided. The complexity and large scope of the program 
entailed a thorough assessment of risks, assumptions, and mitigation measures. As noted by the 
PCR/FCR, MFF’s DMF lacked baselines and targets with broad indicators. Also, reform targets 
were ambitious (PCR/FCR, para. 7). This validation assesses that the MFF’s activities and 
milestones were generally translated into projects’ outputs under infrastructure investments, 
except for other municipal/urban infrastructure that had no link in any of the three projects. 29 
Activities and milestones for institutional development were not fully translated into projects’ 
outputs, such that Project 1 had no clear target deliverables, Project 2’s were limited to only four 
out of 10 MFF’s activities under institutional development. 30 Project 3 had one (para. 17). 31 
Consequently, it was not clear how each project will contribute to the achievement of the MFF’s 
broad outcome targets. The links between MFF’s activities under physical investments and each 
project’s committed outputs were also weak, such that the contribution of the envisioned 
infrastructure to be constructed or rehabilitated and benefits for each project to the MFF outputs 
was unclear.32 The MFF’s design framework should give measurable indicators and concrete 
timelines for the envisioned tranches, providing guidance to formulate the projects’ DMF. The 
technical assistance that supported ERA heavily focused on delivering the physical investments; 
thus, the dedicated resources to support the institutional development outcomes were unclear 
(para.14). The lack of thorough risk assessment was clearly reflected in the poor design of the 
MFF’s outcome indicators for institutional support. Noting the flexible nature of the MFF, 
appropriate and timely updating of the MFF targets and baselines could have been established 
to assess the contribution of each project to the overall achievement of outcomes and outputs. 
Dropping the infrastructure investments in other participating towns with tourism potential (para. 
4) entailed a significant reduction in scope and benefits. As such, impact and outcome targets 
should have been reduced.  

 
19. This validation recognizes the complexity of the project, given the development context. 
Lessons from the earlier implementation of the tranches could have led to MFF re-scoping, which 
could have provided better linkage to Project 3. Institutional risks could have been clearly laid out 
and discussed with ERA and the viability of completing them re-assessed. Development 
challenges in the state and the need to capacitate entities responsible for service delivery had 
been identified at MFF’s appraisal but persisted throughout the MFF operation. Given that ERA 
was overloaded with multiple large projects in a risky and challenging environment, saddling it 
with a complex program with unclear framework on how to deliver outputs and reach the 
envisioned benefits was a major design deficiency. Clear linkages between projects’ outcome and 
outputs would have helped in re-scoping its deliverables, and timely adjustments would have been 
approved.   

 
29 The project team informed the validation team that they were dropped due to development challenges.  
30 Formation of water supply and sewerage and drainage Board; updated database on municipal corporation services 

and finances, staff, and assets; double-entry accounting in place; and training programs completed. 
31 There were specific loan covenants related to recovery of O&M and establishment of semi-autonomous entities and 

a general loan covenant on fulfilling reforms committed under the MFF. See para. 13. 
32 There were no MFF output targets for drainage (PCR/FCR, para. 15). This validation also notes that there were no 

clear associated project deliverables for MFF’s targets on improved waste treatment capacity from 17 MLD to 260 
MLD, appropriate O&M systems in place for it, and hazardous bio-medical waste separated from municipal waste 
stream. Under the institutional development, MFF’s outputs on GIS and MIS cannot be traced back to any of the 
projects.  
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20. The development issues that the investment program aimed to address were aligned with 
the government plan and ADB’s strategy. However, the shortcomings in identifying the 
assumptions and risks, considering the development context of the target sites, significantly 
affected the design of the program. There were also weak linkages between the MFF and each 
project’s outcome, outputs, and activities (para. 18). With little technical support and framework 
to deliver institutional reforms, stand-alone project investments with realistic institutional reforms 
could have been more appropriate. Given ERA’s heavy load, more dedicated resources to support 
institutional reforms could have been considered (para. 19). This validation assesses Project 3 
and the MFF less than relevant. 
 
B. Effectiveness in Achieving Project Outcome and Outputs 
 
21. The PCR/FCR rated Project 3 effective and the MFF less than effective. It noted that of 
the six outcome indicators of Project 3, one exceeded with delay (200,000 people vs. 185,000 
people in the target town with water supply), and three partly achieved (168,000 people vs. 
261,000 and 21,000 people in the target town with water supply; and average travel time partly 
reduced vs. target of 10 minute-reduction from Shalamar Chow to Shadhidi Chow in the target 
town). One was achieved (reduction of water logging to 0.3 hours for one day from 2 hours for 
25-30 days in a year) and one achieved with delay (reduced travel time to 15 minutes from Dal 
gate to Lal Chow in the target town). This validation notes that the civil works related to water 
logging had an 80.47% physical completion as of June 2017, hence, this was achieved with delay. 
The reduced travel time from Shalamar Chow to Shadhidi Chow through the construction of multi-
level parking in the target town and from Dal gate to Lal Chow in the target town were assessed 
based on the response from 16 respondents, which this validation considers as not robust. This 
validation assesses two outcome indicators were achieved with delay, two partly achieved, and 
two cannot be validated, which are both urban transport infrastructures.  
 
22. At the output level, the PCR/FCR noted that out of the 10 indicators, one exceeded with 
delay (42km of drains constructed vs. 26.42km target), five achieved (pumping station constructed 
in the target town, NRW reduction program piloted in the target town, new pipelines constructed 
in the target towns, and AEFS prepared up to 2017), and one substantially achieved (urban 
transport infrastructure in target town). Three outputs were partly achieved (rehabilitated water 
pipelines in target town, multi-level parking in target town, and establishment of semi-autonomous 
body not established but new water tariff and property tax were introduced and approved). Of the 
four water supply output indicators, two were achieved (NRW reduction program and 1,000 
households with water connection in the target town), one achieved with delay (18km new 
pipelines constructed in the target town), and one partly achieved (155km pipelines rehabilitated 
covering 30,000 households vs. 265km for 53,000 household target). One urban transport output 
indicator was partly achieved (multi-level parking in target town) and one substantially achieved 
(one of the three planned urban transport infrastructures was completed, one constructed after 
the project completion, and one dropped with replacement). 33  One drainage infrastructure 
indicator was achieved, and one was achieved with delay.34 Systems established to generate 
AEFS was not achieved (para. 17) and organizational development plan for the two ULBs were 

 
33 This validation also notes that as of June 2017, construction of the urban transport infrastructure in the target town 

was only at 56.54%. See ADB (South Asia Department). 2017. Special Loan Mission: Jammu and Kashmir Urban 
Sector Development Investment Program in India (Project 2). Back-to-office report. 26-30 June (internal). Change in 
scope was not processed to reflect the dropping and replacement of the indicator. 

34 The PCR/FCR noted that the original target of 30,000 households should be 30,000 people. This validation notes 
that in the GAP matrix (Appendix 10, PCR/FCR), the target 83,000 women was estimated from the 30,000 
households. 
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not adopted, hence, not achieved. In summary, this validation assesses three output indicators 
achieved, two achieved with delay, one substantially achieved, two partly achieved, and two not 
achieved.   
 
23. The PCR/FCR rated the MFF program less than effective since three outcomes were 
achieved or substantially achieved, six were partly achieved, and one not achieved. Despite the 
FCR assessing most of the infrastructure investments-related outputs as achieved on time or 
achieved with delay (15 output indicators), very little resulted to outcome achievements, 
highlighting the weak results chain linkages between the MFF and projects as described (para. 
18).  
 
24. Of the 15 physical infrastructure-related output indicators the PCR/FCR noted as 
achieved, this validation assesses eight as achieved.35 The remaining seven were either not 
achieved, partly achieved or cannot be validated. Reform related to O&M cost recovery was not 
achieved, hence, output on appropriate O&M systems in place was also not achieved. Balance 
Sheet for municipal corporations was only published once during the 10-year duration of the MFF. 
For improved travel time on key corridors, reduced road accidents, improved traffic management 
capacities of police personnel, without data on average travel time (para. 21), road accidents and 
evidence on improved traffic management capacities at completion, these cannot be validated. 
Achievement on Geographic Information System creation and establishment of Management 
Information System (MIS) municipal at Housing and Urban Development Department (HUDD) 
cannot be traced back to any of the project outputs delivered under the MFF, hence, it was unclear 
how the MFF contributed to their achievements. Noting that out of the eight sector reform-related 
output indicators, four were achieved (improved billing and collection, database on municipal 
corporation services, GIS was created and Municipal MIS established) and one partly achieved 
(levy of property tax), this validation assesses that outcome indicator on sector reform in place 
was partly achieved. 36  This validation assesses the four output indicators under other 
municipal/urban infrastructure as not achieved.37 
 
25. Project 3 was classified category B for environment. Similar to the previous two projects, 
the environmental assessment review framework developed for the MFF guided the preparation 
of initial environmental examinations (IEEs) for specific subprojects under Project 3. Each IEE 
included site specific environmental management plan. Project 3 relied on and built upon the 
implementation experience of the previous two projects. At completion, no outstanding or 
unresolved issues were reported with respect to environmental risks and impacts. On involuntary 
resettlement, Project 3 was classified category B, given the relatively small-scale nature of land 
acquisition and resettlement required. The resettlement plans for subprojects included eligibility 
criteria, consultation arrangements, among other things. During implementation of Project 3, no 
major resettlement issues were encountered, and all issues were addressed by completion. Both 
Projects 1 and 2 had category A for involuntary resettlement. Safeguards compliance under 
Project 1 was satisfactory, while there is still pending corrective action under Project 2 (footnote 
17). Overall, the implementation for environment and social aspects of the MFF was adequately 

 
35 During validation, project team confirmed that the hand carts and cycle rickshaw that were idle and dysfunctional at 

completion were fixed and currently in used, hence, this output is achieved with delay. 
36 Formation of water supply and sewerage and drainage Board and recovery of O&M were not achieved. Balance 

sheet publication was only done for one year out of the nine years of MFF life, hence, not achieved.  
37 One of the indicators was on public private partnership (PPP) for improved tourism. Presumably, this is linked to the 

MFF’s outcome indicator on increased PPP in service delivery. At completion, achievements in this outcome indicator 
were related to the new parking facility constructed through design-built-operate contract.  
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done. The GAP implementation supported the achievement of gender-related output target on 
women-friendly facilities in urban transport infrastructure under Project 3.38  
 
26. This validation assesses Project 3 less than effective39 as only two outcome indicators 
were achieved, both with delays, and five of the 10 output indicators were achieved (three with 
delays). Based on the discussions above, this validation assesses the MFF less than effective. 
 
C. Efficiency of Resource Use  
 
27. The PCR/FCR rated both Project 3 and MFF efficient based on reevaluated economic 
internal rates of return (EIRRs). For Project 3, the reevaluated EIRRs were 26.1%, 12.9% and 
20.1% for the three water supply subprojects, 15.4% for the drainage subproject, 17.0% and 
13.2% for the two transport subprojects, and 8.7% for the sewerage subproject, which started 
under Project 1 and was 80.47% completed under Project 3.40 The overall EIRR for Project 3 was 
14.8%. For the MFF, the EIRRs were 21.6% for all water supply subprojects, 14.5% for the 
sewerage, drainage, and solid waste management subprojects, and 14.8% for the urban transport 
subprojects. The EIRR for the whole MFF was 15.8%. The sensitivity analysis with a 20% 
reduction in benefits and a 20% increase in O&M costs yielded an overall EIRR of 11.8% for 
Project 3, while the overall EIRR of the MFF decreased to 12.6%, both hovering round the 
benchmark.  
 
28. This validation notes that EIRR calculations discussed in the PCR/FCR had serious 
methodological issues and some subprojects had errors. Revised EIRR calculations with 
references and details on the assumptions used were provided by the project team to IED during 
the validation.41 This validation notes that majority of the subprojects under Project 3 were highly 
sensitive and dependent on the robustness of assumed benefits, with two having resulting EIRRs 
below 12% and two with marginal EIRRs such that with sensitivity analysis, EIRRs fall below the 
12%. For target town’s Mehjboor Bridge subproject, the total benefits mistakenly counted the 
benefit of savings in travel time under the construction of grade separator at Radio State’s 
Junction as the benefit of employment generation. Neither the grade separator at Radio State’s 
Junction nor the Mehjboor Bridge had any benefit relating to employment generation. This means 
the benefit of savings in travel time under the construction of grade separator was double-
counted. Removing this double-counting would decrease the EIRR from 17.0% to 11.8%. For 

 
38 Aside from separate toilet for women, the parking facility included waiting room for elderly, women and children. At 

completion, all the 11 planned activities were completed, and 17 out of the 20 quantitative targets were achieved. 
39 ADB South Asia Department (SARD) disagrees with the assessment and rated the project effective. It considers that 

based on the 2016 Guidelines (para. 30), use of relative weights based on the costs is allowed to assess the 
achievements if there is no other guidance on prioritization from project documents. SARD disagrees on the 
mechanical counting of achievement as the best or only way to determine the effectiveness rating. SARD also views 
that it is not appropriate to mechanically apply the normal data requirements to a pandemic situation like COVID-19 
under which a proper survey was not possible. Further, for the cases where no data are available, paras. 33 and 39 
of the Guidelines allow to review the capacity of the facilities developed to infer the likely achievement of the 
outcomes. 

40 As of June 2017. See footnote 33. 
41 Value of 620.96 instead of 433.65 to quantify the benefit of annual savings in household health expenditure for target 

town’s water supply subproject, and value of 415.42 instead of 142.57 for target town’s NRW reduction were used in 
the revised calculation. These values were based on national surveys and assumptions used in similar studies in 
India in areas with similar conditions. Similarly for time savings in fetching water, the value of 142.57 used in the 
original calculations was based on national survey at appraisal. The assumption of 40% of water bought under target 
town’s water supply subproject was revised to 20%. For Srinigar bulk water supply subproject, calculation of resource 
cost benefits at completion was based on the appraisal report for project 3’s water project in the target town. For 
target town’s drainage subproject, the 1.73 benefit escalation factor was based on the number of actual beneficiaries 
relative to the count at appraisal, while 70% of flood victims was based on assumptions at appraisal. For target town’s 
sewerage subproject, see Project 1’s validation report for details.  
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target town’s parking subproject, a ratio of 20% was applied to vehicle operating cost to estimate 
the saving due to congestion-free condition, without providing a clear methodology. The same 
significant methodological issues apply to the MFF since the EIRR calculations for the three 
projects were similar. 
 
29. On process efficiency, while the EIRR calculations incorporated the delays in completing 
the subprojects, this validation notes the significant delays, such that most of the subprojects 
under Project 3 were completed two years after its closing date. Civil works for solid waste 
management under Project 1 took more than 10 years to complete.42 Most of the subprojects 
under the MFF were completed two years after the program’s closing date. This validation also 
notes that only 57% of the available financing under the MFF was disbursed (para. 7).43 Despite 
these shortcomings, revised EIRR for the whole project was above the 12% threshold. This 
validation assesses Project 3 and the MFF efficient. 
 
D. Preliminary Assessment of Sustainability 
 
30. The PCR/FCR rated both Project 3 and MFF likely sustainable. The O&M responsibilities, 
including billing and fee collection, and remitting the revenues to the state, for the water treatment 
system, flyovers, drainage, and solid waste management and parking facilities lie with PHED, 
Public Works Department (PWD), HUDD, and ULBs, respectively. The state government is 
mandated to allocate funds for sustaining the delivery of municipal services. For ULBs, finances 
are structured through fiscal transfers from the state in the form of grants and transfers from the 
central and state finance commissions. Financial analysis of the state government showed that 
the operating ratio for the period of FY2016 to FY2020 ranged from 0.84 to 1.09, with an average 
of 0.95. Since FY2017, the ratio remained below 1.0 except in FY2019. While the PCR/FCR noted 
that these numbers suggested that the operating revenues were adequate to cover the O&M 
expenses, this validation notes that the cost recovery calculation did not include asset 
depreciation and the ratio indicates a breakeven scenario.44 The PCR/FCR noted that transfer of 
state budget allocations to the responsible entities has been timely in the past. This validation is 
of the view that the main reason for including reforms both in the loan covenant and MFF design 
was to address the sustainability issue of service delivery in the target towns. At appraisal, it noted 
that irregular fund transfers from the state and outdated accounting practices, hampered 
budgeting (MFF’s Facility Concept, para. 14). Hence, the state mandate is not enough to ensure 
financial sustainability to operate and maintain the infrastructure facilities. As of June 2017, 
collection efficiency was 65.4% and 30% for target towns, while cost recovery was 14% and 12% 
(footnote 33). At appraisal, the program’s financial viability was calculated under cost recovery 
scenarios at 50% and 60%.45 Reliance on government to cover the O&M expenses for financial 
and operational sustainability is a fundamental deviation from the envisaged cost recovery 
through increased water usage tariff, introduction of property taxes and reduced water losses, 
which were key logic underpinning the program’s sustainability. This deviation puts into doubt the 
program's sustainability.46 
 
31. At the institutional level, the PCR/FCR noted that institutions have been strengthened 
under the MFF as part of the ongoing reforms. This validation also notes that there has been 
evidence of improved operational functions, increased water charges for domestic and 

 
42 As of June 2017, solid waste management landfill site, cell 3 had 85% physical progress, while sewer laying works, 

package 5 had 97% physical progress. Footnote 33.  
43 Total amount excluded the $20 million cancelled amount due to currency depreciation. 
44 See footnote 77 of the PCR/FCR, and the PCR validation for Project 2. 
45 Appendix 12, PCR/FCR (Project 2). 
46 ADB. 2016. Guidelines for the Evaluation of Public Sector Operations. Manila 
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commercial consumers,47 a computerized billing and collection system was being developed, 
property tax structure was prepared and under consideration of the state legislature. While the 
PCR/FCR noted that PHED, HUDD and PWD have sufficient human resources and technical and 
operational capacity to handle O&M of the relevant municipal service assets, there was no 
evidence on such claims. Outcome indicator on sector reforms was only partly achieved and it 
also noted that an accounting system was not in place. There were no environmental and social 
risks that resulted from the program, instead it directly improved urban basic infrastructure.  
 
32. This validation recognizes that sector reforms are progressing but on a much slower pace.  
To address the sustainability issues identified at appraisal, a timebound action plan to 
institutionalize cost-recovery mechanisms, aimed at achieving financial sustainability to operate 
and maintain these service infrastructures, is necessary. The complexity in both social and 
institutional contexts to which the ongoing reforms are enveloped raises concerns on 
sustainability. This validation assesses Project 3 and the MFF less than likely sustainable.48 

 
III. OTHER PERFORMANCE ASSESSMENTS 

 
A. Preliminary Assessment of Development Impact 
 
33. The PCR/FCR rated the MFF impact as satisfactory, and Project 3 as less than 
satisfactory. It noted that 0.45 million people got access to municipal water supply, 0.23 million 
people were served by improved drainage system, and 0.4 million people benefited from access 
to better roads and parking facilities. This validation notes that targets were for the entire MFF, 
hence, actual beneficiaries under Project 3 cannot be assessed against these targets. But this 
validation notes that the actual benefits from improved infrastructures under Project 3, indeed 
resulted to positive development impacts. This validation assesses Project 3 satisfactory. 
 
34. Per capita real income in the state increased by 162% from 2007 to 2017, registering a 
compounded annual growth rate (CAGR) of 10%, with investment in industry and trade increasing 
by 100% from 2007 to 2017 (a CAGR of 7%) and tourist inflow grew by 23% from 2007 to 2017 
(a CAGR of 2%). Non-primary sector income in districts encompassing project towns grew by 
225% from 2007 to 2016 (a CAGR of 14%), indicating a significant contribution to the state’s 
income. This validation assesses the development impact of the MFF satisfactory. 
 
B. Performance of the Borrower and Executing Agency 
 
35. The PCR/FCR rated the performance of the borrower and the executing agency 
satisfactory mainly because of the strong ownership demonstrated by the borrower, represented 
by the Department of Economic Affairs. The PCR/FCR also noted that the state government 
provided strong support to the executing agency, for example it funded the completion of 
outstanding civil works after loan closure. ERA as the executing agency made generally adequate 
institutional and implementation arrangements. The PCR/FCR noted that due to weak staff 
capacity and heavy workload, the MFF experienced delays, but these were augmented by support 
from the project management consultant, design and supervision consultants (DSCs), CBIS, 

 
47 The state doubled the domestic and commercial water charges in 2011. The State Water Resources Regulatory 

Authority Order No. 46 of 2018 notified new water charges up to 2021. Actual introduction of the new tariffs is being 
implemented gradually. The envisaged 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. 

48 ADB South Asia Department (SARD) disagrees with the assessment and rated the project likely sustainable. It views 
that, based on Incremental Recurrent Cost Analysis allowed under ADB’s Financial Analysis and Evaluation 
Technical Guidance Note (2019), it is reasonably concluded that the project is sustainable. 
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NRW and GCDS consultants, as well as guidance and support from ADB, the PMU and PIUs. At 
loan closing, the project had no pending safeguard issues, except for the landfill site resettlement 
cases awaiting court resolution under Project 1 and the pending compensation payment to land 
and asset owners under the drainage subproject under Project 2. 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 (para. 13). This validation notes that with barely 
three years of existence prior the MFF approval, ERA had made significant efforts to deliver 
substantial outputs despite the limitations, unsatisfactory performance of consultants/contractors 
(paras. 9–10), overstretched staff, and external factors faced. This validation assesses the 
performance of the borrower and the executing agency satisfactory. 
 
C. Performance of the Asian Development Bank 
 
36. The PCR/FCR rated ADB's performance satisfactory. Throughout program 
implementation, ADB fielded 24 missions. The PCR/FCR acknowledged that the MFF was 
ambitious and should have considered the local context. It also noted that monitoring of APFS 
and AEFS requirements compliance could have been strengthened.  
 
37. This validation acknowledges ADB’s efforts to regularly follow up and remind ERA’s 
deliverables, especially on the slow progress under institutional reforms. It had required ERA to 
identify time-bound actions and targets to ensure delivery of both physical and reform 
commitments. While these were apparent in review mission reports, ADB did not properly 
document them through changes in scope and adjust Project 3 and the MFF’s DMFs. Knowing 
the limitation of ERA, more support in appropriately designing a more realistic program could have 
been provided. Particularly for sector reforms where they usually take longer and require 
legislations, a more detailed strategic road map with crucial assumptions, risks and mitigation 
plan could have been developed in consultation with the government. This could have helped the 
government appreciate more the key milestones required for reforms to proceed and assist them 
in identifying more realistic commitments. Notwithstanding these shortcomings and despite the 
emerging challenges on the ground, ADB made significant efforts to regularly monitor the delivery 
of the outputs under the three projects under the MFF. This validation assesses ADB performance 
satisfactory.  
 

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

 
38. The PCR/FCR rated Project 3 and the MFF successful. This validation assesses Project 
3 and the MFF less than relevant due to significant design deficiencies. It also assesses Project 
3 and the MFF less than effective for the partial achievement of their outcomes and outputs. 
Project 3 and the MFF are assessed efficient based on the additional information and clarification 
provided during the finalization of this validation. Project 3 and the MFF were less likely 
sustainable because critical sustainability issues persist, and sector reforms related to 
sustainability were only partly achieved. Overall, this validation assesses Project 3 and the MFF 
less than successful. 
 

Overall Ratings 

Validation criteria PCR IED review 
Reason for disagreement  

and/or comments 
Relevance 

L2331 
 

Relevant 
 

Relevant 
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Validation criteria PCR IED review 
Reason for disagreement  

and/or comments 
L2925 

L3132/MFF0012 
Relevant 
Relevant 

 

Less than relevant 
Less than relevant 

 

 
No thorough risks assessment, 
poor design and linkages between 
outcome, outputs. MFF targets 
were difficult to cascade into 
targets and benefits under each 
project’s design. 

Effectiveness  
L2331 
L2925 

L3132/MFF0012 

 
Effective 
Effective 

Effective/ Less 
than effective 

 
Effective 

Less than effective 
Less than effective 

 

 
 
 
Shortfalls in outcome and output 
targets. 

Efficiency  
L2331 
L2925 

L3132/MFF0012 

 
Efficient 
Efficient 
Efficient 

 
Efficient 
Efficient 
Efficient 

 
 
 
 

Sustainability 
L2331 
L2925 

L3132/MFF0012 

 
Likely sustainable 
Likely sustainable 
Likely sustainable 

 

 
Less than likely sustainable 
Less than likely sustainable 
Less than likely sustainable 

 

 
 
 
Heavy dependency on budgetary 
support. Slow revenue generation 
through user tariffs and property 
tax and failure to implement the 
financial action plan for O&M cost 
recovery.  

Overall Assessment   
L2331 
L2925 

L3132/MFF0012 

 
Successful 
Successful 
Successful 

Successful 
Less than successful 
Less than successful 

 
 

Preliminary 
assessment of impact 

L2331 
L2925 

L3132/MFF0012 

 
 

Satisfactory 
Satisfactory 
Less than 

satisfactory/ 
Satisfactory 

 
 

Satisfactory 
Satisfactory 
Satisfactory 

 
 

 
 
 
 
Individuals benefited from the 
infrastructures indicate positive 
development impacts.  

Borrower and 
executing agency 

L2331 
L2925 

L3132/MFF0012 

 
 

Satisfactory 
Satisfactory 
Satisfactory 

 
 

Satisfactory 
Satisfactory 
Satisfactory 

 

Performance of ADB 
L2331 
L2925 

L3132/MFF0012 

 
Satisfactory 
Satisfactory 
Satisfactory 

 
Satisfactory 
Satisfactory 
Satisfactory 

 
 
 
 

Quality of PCR  Satisfactory Para. 43 
ADB = Asian Development Bank, EIRR = economic internal rate of return, IED = Independent Evaluation Department, 
MFF = multitranche financing facility, O&M = operation and maintenance, PCR = project completion report. 
Source: ADB (IED). 
 
B. Lessons 
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39. The PCR/FCR identified nine lessons. The first four were related to design. First, 
enhancing readiness at by with detailed designs support project’s timeliness. Second, MFFs 
impose a burden on executing and implementing agencies in the initial years as they prepare for 
subsequent tranches while also being responsible for implementing the ongoing project. Third, 
ambitious reform agenda required more time given the local context and the state’s capacity.  
Fourth, scope of water supply subprojects needs to be more comprehensive and outcome-
oriented, with end-to-end solutions (i.e., 24x7 water supply or 5–10 years O&M arrangement by 
contractors, subject to the capacity of the asset operator). Two lessons were on project 
monitoring. ADB needs to monitor the compliance with APFS and AEFS submission 
requirements; and unrealistic GAP targets need to be corrected during mid-term review. Two 
lessons on implementation were— establishment of a land acquisition collector’s office within the 
PMU is extremely beneficial in coordinating involuntary resettlements; and project schedule needs 
to be realistic on consultant recruitment, detailed design, and contract periods. And lastly on 
government commitment— continued budget transfer from the state to the line departments for 
the O&M is necessary for sustainability until the line departments can recover the O&M cost 
through its operation.  
 
40. This validation supports these lessons and offers the following additional lessons at 
sector-level and project-level. First, for areas with challenging social conditions, emphasis on the 
preparatory work is highly critical in ascertaining proper scope and design, and identifying the 
type of support required. This includes the need for more attention to assessing risks, including 
local social conditions, and conducting consultations to develop a sector road map both on 
infrastructure and institutional reforms. It needs to also review the capacity of relevant agencies 
and entities to develop a more realistic design, possibly a phased-approach for reforms requiring 
long years of implementation, and a mitigation plan. At the institutional level, recognizing that 
fragile states include context-sensitive situations at the sub-national or project level can 
appropriately guide project design and implementation through differentiated approaches. 
Second, at project-level, dedicated resources to support the institutional component of the MFF 
strengthen its design and implementation. For infrastructure investments, establishing contractual 
provisions on contractor's performance, such as mobilization, staffing, and deployment of 
equipment and funds strengthen project implementation. Third, for monitoring MFF, a well-
designed DMF provides guidance for each tranche where deliverables with clear milestones can 
easily be cascaded to the envisioned tranches. Then, any implementation issue, requiring 
changes in scope, can be properly monitored and their impact to the overall delivery can be easily 
assessed. The technical and advisory support of ADB in this regard is important to assist 
executing agency re-assess the feasibility of the original scope of the MFF and make the 
necessary adjustment, as well in the ongoing and future tranches. Also, timely and appropriate 
changes in scope enhance program success.  
 
C. Recommendations for Follow-Up 
 
41. The PCR/FCR made specific recommendations for project implementation and general 
recommendations for MFF and project preparation. The recommendation for follow-up related to 
the pending compensation payment to land and asset owners under the drainage subproject of 
Project 2. ERA is to ensure the timely and appropriate resolution of this issue and keep ADB 
informed. This validation notes that ERA also needs to properly handle the landfill site 
resettlement cases under Project 1. Timely disbursement of compensation from the escrow 
account needs to be made to affected landowners as per the court decision. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
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A. Monitoring and Reporting 
 
42. ERA was to establish an investment program performance monitoring system but 
PCR/FCR did not discuss this. It noted that quarterly progress reports were submitted with some 
delay. Semiannual environmental and social safeguard monitoring reports were submitted on 
time. From FY2009 to FY2017, APFS were submitted, despite minor delays. For FY2018, the 
APFS was rejected (para. 13). Government’s PCR for Project 3 was submitted in March 2020. 

 
B. Comments on Project Completion Report Quality 
 
43. The PCR/FCR was consistent with the guidelines and described the design and 
implementation issues. It provided a comprehensive and detailed description of the program 
design and implementation process, including its design and implementation issues. However, 
the final assessments in most of the criteria were inconsistent with the evidence presented in the 
PCR/FCR. The environmental and social safeguards were succinctly summarized. The economic 
reevaluation values of subproject were highly sensitive to key assumptions, but were not 
supported by explanatory notes. Notwithstanding these shortcomings, its findings, lessons, and 
recommendations were useful. This validation assesses the quality of the PCR/FCR satisfactory. 

 
C. Data Sources for Validation 

 
44. Data sources for this validation include the PCRs and periodic financing requests for all 
the projects, 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, validation reports for Projects 1 and 2, environmental and social 
monitoring reports, national strategies and policies, and ADB strategies, policies and guidelines. 

 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
45. None. 
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APPENDIX 1: South Asia Department (SARD) Comments 

SARD would like to convey our disagreements in the validation ratings for effectiveness and sustainability. 
We find that the issue is fundamental as the ratings go against the application of the current ADB guidelines 
on evaluations and financial analysis.  

1. Effectiveness of Project 3 
 
We disagree with the PVR’s “less than effective” rating due to insufficient clarity on the application of 
the evaluation guidelines for this criterion. The 2016 Guidelines on the Evaluation of Public Sector 
Operations (the 2016 Guidelines, para. 30) states that “where projects have multiple outputs, the 
evaluation can, with justification, assign relative weights to the various outputs and outcomes.”. It 
further mentions that “If the project document gives no guidance on how to prioritize or weigh the 
various outputs and outcomes, the weights may be based on the relative financial costs of these 
various outputs and outcomes.”. This provision clearly allows for the use of relative weights on the 
outcomes and outputs based on their costs in assessing the achievements if there is no other guidance 
on prioritization from project documents. Having multiple outputs in this urban project fully justifies the 
use of weights. Using this methodology, the project has achieved more than 80% of its outcomes and 
outputs. We disagree on the mechanical counting of achievement as the best or only way to determine 
the rating for this criterion. The subjectivity imposed by the validation process on the use of 
appropriate approaches for the assessment of effectiveness in this particular case should be 
corrected (if not in this PCR then) through the revision of the 2016 Guidelines, i.e., focusing on more 
prescriptive directions to avoid subjective judgements on both the self and independent evaluation; 
and ensuring consistency with the Operations Department’s project processing and administration 
requirements such as encouraging innovation in the project design. Further, penalizing the 
achievement of results based on delays (process efficiency) tantamount to double penalizing which 
the 2016 Guidelines strongly discourage. Delays should be assessed under the efficiency criterion.  

 
2. Sustainability of Project 3 and MFF 

 
We disagree with the PVR’s “less than likely sustainable” rating. We find that IED assessment has not 
adequately considered the following concerns in the sustainability analysis:  
 
(i) Based on the Incremental Recurrent Cost Analysis in ADB’s Financial Analysis and Evaluation 

Technical Guidance Note (2019), it is reasonably concluded that the project as well as MFF is 
sustainable. The total annual O&M cost of all the facilities developed under the MFF accounts 
for only 1.7% of the 2021 revised budget in these sectors after a change in the status of the 
state, and it is projected to further reduce to 1.2% in 2026. 

(ii) Sensitivities should have also been given due consideration in the assessment of sustainability.  

(iii) Strong government support is evident as remaining project facilities were completed using the 
state funds even amid the difficult situation. 
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Appendix 2: Independent Evaluation Department’s (IED) Clarifications to South Asia 
Department’s (SARD) Comments on the Project Completion Report Validation of 

Loan 3132 (Project 3) and MFF for India: Jammu and Kashmir Urban Sector Development 
Investment Program 

1. Effectiveness. The validation did not find enough basis to assess the Project 3 "effective". 
IED Evaluation Guidelines provide the discretion to assess the extent to which the outputs that 
were achieved contributed to the envisaged outcome. The use of weights based on the relative 
financial costs is just one of the approaches outlined in the Guidelines. This is only one form of 
evaluating the project’s effectiveness and the final judgement of assessing the effectiveness lies 
on the evaluators.  

IED notes that the application of weight-cost approach are not necessarily based on the dollar 
value. Applying a higher weight on specific project component as they are infrastructure and cost-
intensive, and other component with lower weight as they are capacity development or trainings, 
is not an appropriate approach under the project. Both components are critical to the project’s 
outcome. The expected outputs of institutional development with lower cost allocation has a 
substantial impact to support the attainment of the project outcome and the entire objective of the 
MFF program. The application of weights fully discounts the importance of significant soft 
components and outputs that would equally facilitate the achievement of outcome targets. 
Furthermore, the validation cannot assess an achievement of outcome and outputs without 
sufficient evidence to validate the results. It needs an adequate and robust data to fully assess if 
the planned targets and outcome were achieved or not at completion. For example, data collection 
and analysis could have been done through the PPMS and other types of benefit monitoring and 
evaluation during implementation. Thus, data gaps could have been addressed at completion and 
mitigated the constraint posed by the Covid-19 pandemic in the data collection. 

The validation does penalize the project twice due to efficiency and delays. The validation 
assesses Project 3 efficient. However, it notes that due to weakness in project design, it affects 
the project relevance which also results to incomplete delivery of outputs and outcome, as the 
project did not consider any change in scope in time to improve the design. These two are different 
assessments: the former pertains to planning and diagnostic assessment, and effectiveness on 
implementation.  

2. Sustainability. The validation could not assessed the Project 3 and MFF “likely 
sustainable”.  Project sustainability had been flagged in Project 1 that remained relevant to Project 
2 and Project 3, hence, to the whole MFF. As noted in the validation report, critical institutional 
and tariff reforms are needed to address the sustainability issues, which the MFF aimed to 
address at the onset of implementation. The lack of timebound plan for its full implementation put 
the financial sustainability of the project at risk.  

Notwithstanding the change of the status of the state, there is no evidence on the extent to which 
the change would translate into additional and more assured fund allocations to cover O&M 
expenditure. The constitutional mandate on fund allocations by state governments for delivery of 
municipal services, which already existed before MFF and approval of Project 1 proved to be 
insufficient to ensure financial sustainability. Moreover, continued reliance on government funds 
for O&M expenses is a deviation from the originally envisaged cost recovery through increased 
water usage tariff, introduction of property taxes and reduced water losses, which were integral 
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to the guiding principle and key logic under which the MFF program was designed and approved. 
This deviation calls into question the program's sustainability. 
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