
Local Government Enhancement Sector Project-Additional Financing (RRP SRI 42759) 

LOCAL AUTHORITY AND SUBPROJECT SELECTION CRITERIA 
 
A. Eligible Local Authority and Subprojects 
 
1. Unless otherwise agreed by Asian Development Bank (ADB), only local authorities listed 
in Appendix 2 of Project Administration Manual will be eligible for financing under output 2 of the 
project provided that such local authority has prepared and adopted a reform plan and such 
reform plan has been reviewed and confirmed by the project management unit (PMU) and 
approved by the Ministerial Committee. The same requirement will apply to local authorities that 
will implement, operate and manage water supply subprojects under output 1. 
 
2. Under output 1 of the project, water supply improvement subprojects in areas affected 
by chronic kidney diseases in Central, North Central, North Western, and Uva Provinces are 
eligible.  
 
B. Eligible Sectors under Output 2 
 
3. The eligible subsectors under output 2 of the project are as follows:  
 

(i) Environmental infrastructure – water supply and sanitation (including sewerage), 
drainage, and solid waste management; 

(ii) Economic infrastructure – roads and bridges, including suspension bridges, bus 
stands; 

(iii) Public health infrastructure – maternity, health-care, and child-care centers; and 
(iv) Other local authority facilities – public markets, libraries, IT training centers, three 

wheeler parks.  
 
4.  Subprojects not listed in the above are generally not accepted, but may be approved 
under special circumstances if the needs are clearly justified. 
 
C. Subproject Selection and Approval Process under Output 2 
 
5. The subproject selection will be an outcome of an inclusive planning process involving 
government, non-governmental and community stakeholders. Selection of subprojects will be 
made by the eligible local authorities through a council resolution.  
 
6. The resolution will need to indicate:  
 

(i) Priority list of subprojects with a concept plan; 
(ii) Commitment to implement the reform plan with the final actions agreed upon; 
(iii) Initial forecast of local authority finances; and 
(iv) Request to the PMU for technical assistance required, if any, for preparation of 

feasibility studies and/or detailed design of subprojects (including safeguard 
documents). 

 
7. The request from the local authorities comprising the four items mentioned above will be 
first submitted to the subproject coordination unit (SPCU) in their respective province for review. 
The SPCU will review and assess the request, and submit its confirmation through 
Commissioner of Local Government, to the PMU in the Ministry of Provincial Councils and Local 
Government for further review. Upon receipt of the request, the PMU will review the request in 
accordance with the agreed criteria. Staff of the PMU and/or SPCU will visit respective local 
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authority to see the local conditions and confirm the appropriateness of the plan before 
completing the review. The PMU will provide its recommendation to the Ministerial committee in 
the Ministry of Provincial Councils and Local Government chaired by Secretary, which is the 
final decision-making body. Only after the reform plan is reviewed and confirmed by the 
Ministerial committee, financial assistance for implementation of subprojects will be 
commenced. This requirement will also apply to local authorities implementing water supply 
subprojects under output 1. 
 
8. When water supply and sewerage subprojects are included in the priority list of local 
authorities under output 2, the PMU will initially screen the request to see whether the 
concerned local authority is capable to implement, operate and manage such subprojects, and 
submit its recommendation to the Ministerial committee. If the Ministerial committee decides that 
the concerned local authority is not capable of implementing the subprojects due to technical or 
other reasons, such subprojects will be dropped from the project. 
 
9. Once the SPCUs find the feasibility studies and/or detailed engineering design of 
subprojects satisfactory, they will send a request to the respective local authority to endorse the 
project through council resolution. Once it is issued, the SPCU will request the PMU for final 
endorsement. When the detailed engineering design is prepared, the SPCU will send the entire 
set of documents to the PMU for the endorsement of the Ministerial committee.  
 
D. General Subproject Selection Criteria 
 
10.  Subprojects will be identified on the basis of needs of the local communities, financial, 
economic, technical, environmental, and social feasibility and sustainability, and relevant 
government policy and strategy. The selection of subprojects will be made in terms of the 
following general criteria; the SPCUs will screen the subprojects and prepare a checklist to 
ensure the conformity with the criteria (both general and sector-specific) at the level of both 
feasibility studies and detailed designs, which will be confirmed and endorsed by the PMU. Only 
those subprojects that meet all the criteria set out below as a result of the detailed design will 
proceed to implementation. The same criteria will apply to water supply subprojects 
implemented under output 2. The financial capacity of local authorities is not relevant when 
subprojects under output 1 are implemented by provincial councils and operated by National 
Water Supply and Drainage Board. 
 

(i) Priority requirement of community and link to development plan. The 
subproject should be in line with the priority requirements of the community at 
large and should address the basic infrastructure requirements of the local 
authority. This will be ascertained through on-site participatory and gender-
inclusive consultations with communities in accordance with the consultation and 
participation plan developed for the project, and may use participatory tools such 
as participatory rapid appraisal and participatory learning and action, which allow 
rapid assessment of community needs and priorities. The proposed subproject 
should be in conformity with a medium-term development plan and vision 
statement (if available), and/or regional/provincial development plans, as well as 
local development goals (if available). Subproject integration with local and 
regional plans (if available) will ensure a balanced sustainable development of 
the region; 

(ii) Technical feasibility of the subproject. The subproject must be technically 
feasible and the least-cost solution alternative, taking into consideration the need 
to meet reasonable increases in demand. The equipment, material, and other 
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resources as required can be acquired in or transferred to, the subproject 
location without unreasonable obstruction or delay; 

(iii) Financial state of the local authorities. The overall financial health of the local 
authorities will be assessed in terms of own revenue as a proportion of total 
revenue, and trend of dependence on provincial/national government. Revenue-
generating capacity of existing projects, expenditures as a proportion of 
expenditure norms and other indicators of financial strength will be used to 
ensure sustainability of the proposed subproject; 

(iv) Quality control. Quality control in terms of quality of work and processes as well 
as quality of proposed output will be key criteria for subproject appraisal. Quality 
control techniques suggested by the local authorities during subproject design, 
construction, supervision, and operation will be closely assessed. This is not only 
likely to minimize failures but also increase life and benefits of the proposed 
subproject; 

(v) Operation and maintenance (O&M).Inadequate budgetary allocation for O&M 
will result in physical neglect of a subproject. Fiscal capacity of the local 
authorities for effective O&M will be assessed to ensure the smooth flow of 
project benefits. Estimated average local authority budgetary cash flow available 
for O&M of subproject should be at least equal to the average O&M cost per year 
for the subproject; 

(vi) Economic and financial returns. Evaluation of economic and/or financial 
returns from the subproject will be closely studied in accordance with relevant 
ADB guidelines. The findings will be evaluated vis-a-vis other criteria including 
environmental and social impact, etc;  

(vii) Environmental impact. An environmental assessment will be undertaken for all 
subprojects. SPCUs will undertake preliminary screening using rapid 
environmental assessment checklist ensuring compliance with specific 
environmental criteria for subproject selection. For subprojects having 
environmental impacts, an environmental assessment report (environmental 
impact assessment for category A or initial environmental examination for 
category B) will be prepared following the environmental assessment and review 
framework agreed upon between ADB and the government. For subprojects not 
having environmental impacts (category C), a due diligence report will be 
prepared;  

(viii) Involuntary Resettlement. SPCUs and local authorities will screen involuntary 
resettlement impacts of proposed subprojects. Subprojects assessed to have 
significant resettlement impacts (category A)1 will not be undertaken. For 
subprojects having involuntary resettlement impacts2 (category B),3 a 
resettlement plan will be prepared following the resettlement framework agreed 
upon between ADB and the government. For subprojects not having involuntary 
resettlement impacts (category C),4 a due diligence report will be prepared;  

(ix) Indigenous Peoples. SPCUs and local authorities will screen indigenous 
peoples impacts of proposed subprojects. Subprojects assessed to have 

                                                
1
 The involuntary resettlement impacts of an ADB-supported project are considered significant (category A) if 200 or 

more persons will experience major impacts, which are defined as (i) being physically displaced from housing, or 
(ii) losing 10% or more of their productive assets (income generating). 

2
 Apply for both permanent and temporary physical and economic displacements and for titled and non-titled land 

users/ project affected people. 
3
 If it includes involuntary resettlement impacts that are not deemed significant.  

4
 When no impacts (both permanent or temporary) are identified by the project team.  
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significant impacts on indigenous peoples (category A) will not be undertaken.5 
For subprojects which will be located in the area directly affecting (positively or 
negatively) the indigenous peoples communities (category B), an indigenous 
peoples plan will be prepared following the indigenous peoples planning 
framework agreed upon between ADB and the government; and 

(x) Gender. SPCUs and local authorities will evaluate the gender-related impacts of 
proposed subprojects  based on the following principles: (a) maximum 
participation of women, especially those from poor/low-income households, in 
community-based decision making (quantitative targets may help); (b) gender-
equal responsibility in construction and O&M; (c) consideration for women's time 
and space constraints and/or requirements; (d) sex-disaggregated data collection 
whenever possible; (e) involvement of gender responsive nongovernment and/or 
community-based organizations; and (f) gender awareness among the local 
authority officials.  

 
E. Sector-Specific Subproject Selection Criteria 
 
11. This section outlines the broad sector-specific criteria as guidelines for the selection of 
subprojects.  
 
12.  Water Supply and Sanitation. The objectives should be to improve access to safe 
drinking water, improve sanitation, minimize water-borne diseases, and improve health 
conditions. The focus should be on areas with a large population with little or no access to safe 
drinking water. The following criteria will apply: 
 

(i) The water resources board, the National Water Supply and Drainage Board 
and/or the consultants have carried out investigations, and have confirmed that 
potable water of sufficient quantity and quality is available, and the abstraction of 
water would not create adverse impacts to existing water users or the 
groundwater table, in both the short and long term; 

(ii) Specific measures have been proposed to mitigate adverse environmental 
impacts to be caused by additional amount of wastewater generated by the 
subproject; 

(iii) Connection costs and water tariff have been proposed to cover at least the full 
cost of O&M by taking into account the affordability of beneficiaries;  

(iv) For upgrading and augmentation of existing schemes, priority will be given for 
improving efficiencies; 

(v) The design of public sanitation facilities suits the requirements of women, 
children, the elderly and the disabled;  

(vi) The water supply subproject has an economic internal rate of return of 12% or 
higher; 

(vii) For water supply subprojects under output 1, high risk areas of chronic kidney 
disease will be prioritized;  

(viii) Climate change related considerations should be given in design of water supply 
infrastructure where in the levels of structures are suitably designed; and  

                                                
5
 These are subprojects which will: (i) involve commercial development of the cultural resources and knowledge of 

indigenous peoples, (ii) physical displacement from traditional or customary lands, and (iii) commercial 
development of natural resources within customary lands under use that would impact the livelihoods or the 
cultural, ceremonial, or spiritual uses that define the identity and community of indigenous peoples. Subprojects will 
not include components that impact forest rights and occupation in forest land for forest-dwelling indigenous 
peoples and other traditional forest dwellers.  
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(ix) The sanitation components are also to be designed in respect of ‘climate-change 
resilience’ perspectives where in the levels of structures are suitable designed. 
 

13. Local Authority Roads and Bridges. The objectives should be to improve access and 
to minimize travel time. The subprojects should be limited to local authority roads (class D and 
E) and other unclassified roads only. The following criteria will apply: 
 

(i) Priority will be given to roads serving agricultural or fisheries activities that link 
villages to nearby market centers and townships, as identified by the 
communities and included in development plans; 

(ii) Roads to be improved should benefit a substantial proportion of population;  
(iii) Where possible, the scope of repairs is limited to existing road alignments, where 

no land acquisition is required; 
(iv) An arrangement for O&M budget allocation has been specified by the local 

authority; 
(v) The subproject has an economic internal rate of return of 12% or higher;  
(vi) In case the road part which is vulnerable to frequent / prolonged water logging, 

mainly stemming from climate change related increased rainfall the design 
should cater to this effects; 

(vii) Box/pipe culverts–sizes to be made large enough to facilitate normal plus 
additional flow stemming from an increased rainfall due to climate change; and 

(viii) Road side drains to be connected /integrated with the town drainage system and 
in the face of rise in rainfall stemming from climate-change effects, capacity of 
drains will need to be made larger. 

 
14. Solid Waste Management. The objectives should be to improve collection, 
transportation, treatment, and safe disposal of the solid waste in the local authorities. The 
following criteria will apply: 
 

(i) Improved collection, transportation, treatment, and disposal should benefit a 
substantial proportion of population.  

(ii) Activities promote public awareness of the population on household 
management of solid waste, with focus on reduce, reuse, and recycle (3R). 

(iii) Activities improve 3R activities such as organic waste composting.  
(iv) Activities demonstrate community involvement in selection of sites for safe 

disposal of solid waste, including acceptance of the site for disposal. 
(v) Where possible, state land should be selected for disposal of solid waste. 
(vi) The design of a final disposal site, if the construction/improvement is proposed 

under the project, meets the technical guidelines set out by the Central 
Environmental Authority. 

 
15. Drainage Improvements. The objectives should be to improve collection, and safe 
disposal of the runoff and grey water in the local authorities. The following criteria will apply: 
 

(i) Drainage system to be improved should benefit a substantial proportion of 
population;  

(ii) The design of the drainage system will ensure that it would not create flooding in 
areas upstream or downstream;  

(iii) The designs to be based on proper studies of runoff, contours and other required 
parameters; and  

(iv) Though a location-specific prediction is not readily possible, climate change may 
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result in a bit of increase in terms of rainfall intensity in the coming few decades 
in this region. Therefore, the design of drains shall consider a bit of added 
capacity to accommodate additional run-off due to increased rainfall intensity. 
 

16. Public Health Facilities. The objective is to improve public health-care services in the 
local authorities by improving or constructing relevant facilities. The following criteria will apply: 
 

(i) Facilities improve maternity and child health in local authority areas;  
(ii) Coordination with the Ministry of Health and/or other relevant organizations has 

been made with regard to the allocation of medical staff, materials and other 
resources; and  

(iii) Plan of the local authority for hiring medical staff and procuring resources for 
running the health-care centers.  

 
17. Bus Stands and Three-wheeler Parks. The objectives are to improve convenience of 
the public for the use of public transport and improve traffic management. The following criteria 
will apply: 
 

(i) Facilities are prioritized for the township development, and the basic traffic 
survey / assessment confirms the need for the subproject; and 

(ii) An arrangement about the use of facilities, including collection of fees and other 
charges, has been agreed upon with operators or their associations.  

 
18. Other Facilities. The objective is to rehabilitate or construct local authority facilities to 
improve service delivery. The following criteria will apply: 
 

(i) For public markets, a survey has confirmed the need for the subproject based on 
the estimated number of stalls and their size. Financial projection needs to 
demonstrate the commitment of the local authority to sufficiently increase the 
revenue from operation of the markets. Plots should be allocated through 
competitive bidding to reflect the market rate of rents to optimize the revenue. 
Markets should have separate toilets for women and men. Markets should have 
a planned system for waste disposal; 

(ii) Other facilities may be approved under special circumstances only if the needs 
are clearly justified. This is subject to ADB’s prior approval; 

(iii) For buildings, a clear plan has been provided by the local authority as to how 
necessary furniture and equipment will be provided in the building, including its 
fund sources and plans for maintenance. Buildings should have separate toilets 
for women and men; and 

(iv) Shops in buildings are not recommended. If proposed, a clear management plan 
should demonstrate the commitment of the local authority as to the optimization 
of rental income collection, by charging the market rate. 

 
19. ADB Review. The PMU will submit to ADB for review the proposal of the first two 
subprojects of each subsector,6 together with the checklist to demonstrate compliance with the 
selection criteria, when (i) feasibility studies are prepared, and (ii) detailed designs are 
prepared. Subsequently, ADB will review water supply and sewerage subprojects over SLR200 

                                                
6
 ADB’s prior review will not be required if the first two subprojects of the subsector concerned have been reviewed 

under the original project.  
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million (excluding the VAT) to be implemented under output 1 or SLR100 million (excluding the 
VAT) to be implemented under output 2. 
 
20. ADB shall not finance in respect of any subproject that fails to satisfy the selection 
criteria set out in this Appendix. 


