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DRAFT 

 
Parties This Framework Financing Agreement (“FFA”) dated 15 May 2017 is between 

the Independent State of Papua New Guinea (“the Borrower”), and Asian 
Development Bank (“ADB”). 
 

Investment 
Program 

The Borrower is committed to and will implement the transport infrastructure 
improvements and institutional strengthening and capacity development of the 
National Transport Strategy (“NTS”), of which the Sustainable Highlands 
Highway Investment Program (the “Investment Program”) is an integral part. 
Both the NTS and the Investment Program are described in Schedule 1 hereto.   
 
The total cost of implementing the NTS over the period 2016 to 2030, is 
expected to be approximately $17.8 billion equivalent. The total cost of the 
Investment Program, over the period from 2017 to 2027 is expected to be 
$1,015 million equivalent. 
 

Multitranche 
Financing 
Facility 

The Multitranche Financing Facility (the “Facility”) is intended to finance works 
and activities included in designed and packaged projects (“Tranches”) under 
the Investment Program provided that such works and activities meet the 
criteria set out in Schedule 4 hereto.  
 

The works and activities intended to be financed include: (a) reconstruction, 
rehabilitation, upgrade, repair, maintenance of 430 kilometers (km) of the 
Highlands Highway, a priority national road; (b) reconstruction, rehabilitation, 
upgrade, repair, maintenance of 60 bridges on the Highlands Highway; (c) 
construction of bypasses and truck climbing lanes were deemed necessary 
and agreed upon; (d) road safety improvements; (e) transport logistics 
improvements to support increased agricultural productivity (f) capacity and 
institutional development for the Department of Works (DOW); and (g) 
Investment Program and project implementation support for DOW, including 
procurement, construction and contract supervision, safeguard 
implementation and feasibility studies for, and preparation of tranches of the 
Facility. If requested by the Borrower and approved by ADB, the Facility may 
also be utilized to provide additional financing to other ongoing ADB 
interventions in the transport sector.   
 
This FFA does not constitute a legal obligation on the part of ADB to commit 
any financing. ADB has the right to deny any financing request made by the 
Borrower, cancel the uncommitted portion of the Facility, and withdraw the 
Borrower’s right to request any financing under the Facility. Financing tranches 
may be made available by ADB provided matters continue to be in accordance 
with the general understandings and expectations on which the Facility is 
based and which are laid out in this FFA. 
 

This FFA does not constitute a legal obligation on the part of the Borrower to 
request any financing. The Borrower has the right not to request any financing 

https://www.adb.org/projects/documents/png-48444-002-rrp
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under the Facility. The Borrower also has the right at any time to cancel any 
uncommitted portion of the Facility. 
 

The Borrower and ADB may exercise their respective rights to cancel the 
Facility or any uncommitted portion thereof, and ADB may exercise its right to 
refuse a financing request, by giving written notice to such effect to the other 
parties. The written notice will provide an explanation for the cancellation or 
refusal and, in the case of a cancellation, specify the date on which the 
cancellation takes effect. 
 

 Financing Plan 
 

The financing plan for the Investment Program is summarized below. 

Financing Source 
Amount 
($ million) % of Total 

Government 148.5 15.0 
Cofinancing Partnersa 186.5 18.0 
Asian Development Bank(OCR) 610.0 60.0 
Asian Development Bank (COL) 70.0                7.0 

Total  1,015.0 100.0 
a Potential cofinancing partners: the governments of Australia, China, and Japan; Green 

Climate Fund, Japan International Cooperation Agency and the World Bank. Amount is 
inclusive of fees and charges for administration of cofinancing by ADB. 

 

Financing 
Terms 

ADB will provide loans or administer cofinancing to finance tranches as and 
when they are ready for financing, provided the Borrower is in compliance 
with the understandings hereunder, and the tranches are in line with those 
same understandings. Each grant or loan will constitute a Tranche. 
 

Each Tranche may be financed under terms different from the financing 
terms of previous or subsequent tranches. The choice of financing terms will 
depend on the project, capital market conditions, ADB’s financing policies, 
all prevailing on the date of signing the legal agreement for such tranche. 
Tranches may be provided in sequence or simultaneously, and some may 
overlap in time with each other.  
 
Commitment charges or guarantee fees are not payable on the Facility. They 
are payable only on financing actually committed by ADB as a loan. ADB 
rules on commitment charges, which is in effect when the legal agreements 
are signed for a tranche, will apply with respect to such tranche. 
 

Amount 
 

The maximum financing amount available under the Facility is eight hundred 
sixty-six million five hundred thousand dollars ($866,500,000). It will be 
provided in individual Tranches, designed to be three in number, in the form 
of loans from ADB’s Ordinary Capital resources (OCR), ADB’s concessional 
OCR lending (COL), and in the form of loans or grants from cofinancing 
partners to be administered by ADB.  
 
Availability Period 
 



3 
 

The last date on which the Facility may be utilized is 21 June 2027. The last 
financing tranche is expected to be executed no later than 31 December 
2024.  
 
Terms and Conditions 
 

The Borrower will cause the proceeds of each tranche to be applied to the 
financing of expenditures on tranches in accordance with conditions set forth 
in this FFA and the legal agreements for each tranche. 
 

Execution The executing agency will be DOW. The executing agency will implement 
the Investment Program in accordance with the principles set forth in 
Schedule 1 to this Agreement, as supplemented in the legal agreements 
for each tranche. 
 

Periodic 
Financing 
Requests 

The Borrower may request, and ADB may agree, to provide grants 
Requests  and/or loans under the Facility to finance tranches upon the submission of a 

Periodic Financing Request (“PFR”). Each PFR should be prepared and 
submitted by DOW. The Borrower will make available to DOW the proceeds 
of the tranche in accordance with the related PFR, and the legal agreements 
for the tranche. 

 
Each individual tranche will be for an amount of no less than one hundred 
and fifty million ($150,000,000), or its equivalent. ADB will review the PFR(s) 
and, if so found satisfactory, prepare the related legal agreements. 
 

Tranches will be subject to selection criteria set out in Schedule 4 hereto, 
satisfactory due diligence, and preparation of relevant safeguard and 
fiduciary frameworks and other documents. The Facility will be implemented 
in accordance with the general framework set out in Schedule 3 to this FFA, 
and the Facility Administration Manual (“FAM”) agreed between the 
Borrower and ADB. 
 

Until notice is otherwise given by the Borrower, Department of Treasury will 
be the Borrower’s authorized representative for purposes of executing PFRs. 
 

General 
Implementation 
Framework 

The Facility will be implemented in accordance with the general 
framework set out in Schedule 3 hereto. 
 

Procedures Tranches to be provided under the Facility will be subject to the following 
procedures and undertakings: 

(a) The Borrower will have notified ADB of a forthcoming PFR in 
advance of the submission of the PFR. 

(b) The Borrower will have submitted a PFR in the format agreed with 
ADB. 

(c) ADB may, in its sole discretion, decline to authorize the negotiation 
and execution of any legal agreement for a tranche.  

(d) If ADB confirms acceptance of the PFR, the legal agreements will 
be negotiated and executed by the parties. 
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PFR 
information 

The PFR will substantially be in the form attached hereto, and will contain 
the following details:  
 

(a) the Grant, Loan and/or cofinancing amount; 
(b) description of the works and activities to be financed; 
(c) cost estimates and financing plan; 
(d) implementation arrangements specific to the works and activities; 
(e) confirmation of the continuing validity of and adherence to the 

understandings in this FFA;  
(f) confirmation of compliance with the provisions under previous legal 

agreements; and 
(g) other information as may be required under the FAM, or reasonably 

requested by ADB. 
 

Safeguards Attached as Schedule 5 are references to the Safeguard Frameworks that 
will be complied with during implementation of the Facility.  
 
ADB’s Safeguard Policies in effect as of the date of signing of legal 
agreements for a tranche will be applied with respect to the works and 
activities financed under such financing tranche. 
 

Procurement  All goods and works to be financed under the Facility will be procured in 
accordance with ADB’s Procurement Guidelines (2015, as amended from 
time to time). 
 

Consulting 
Services 

All consulting services to be financed under the Facility will be procured in 
accordance with the Guidelines on the Use of Consultants by Asian 
Development Bank and Its Borrowers (2013, as amended from time to time). 
 

Advance 
contracting; 
Retroactive 
financing 

Under each tranche ADB may, subject to its policies and procedures, allow 
on request (a) advance contracting of civil works, operation and maintenance 
services, consulting services and goods and (b) retroactive financing for 
eligible expenditures for civil works, consulting services and goods up to 20% 
of the proposed individual grant or loan, incurred prior to grant or loan 
effectiveness but not earlier than 12 months before the date of signing of the 
related legal agreement. The Borrower acknowledges that any approval of 
advance contracting and/or retroactive financing does not commit ADB to 
finance the related project. 
 

Disbursements Disbursements will be made in accordance with ADB’s Loan Disbursement 
Handbook (2015, as amended from time to time). 
 

Monitoring, 
Evaluation, 
and Reporting 
Arrangements 

Within six months of the effective date of the loan or grant agreement for 
each tranche under the Facility, DOW will establish a Project Performance 
Monitoring System (PPMS) in a form and substance acceptable to ADB and 
collect baseline data for project performance indicators agreed between 
ADB and DOW. The PPMS will be based on the performance indicators 
described in the Design and Monitoring Framework (DMF) for the tranche, 
as set forth in the PFR for that tranche. Schedule 2 hereto sets out the DMF 
for the Investment Program. Details on the monitoring, evaluation and 
reporting arrangements for each tranche financed and the Investment 
Program are set out in Schedule 3 attached hereto. 
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SCHEDULE 1 
 

FACILITY CONSTITUENTS 
 

I. Strategic Context, Policy Framework, and Roadmap 
 

1. The PNG Development Strategic Plan (DSP) 2010-2030 is the government’s long term 
national development plan that articulates goals and strategies to achieve a “healthy, wealthy and 
wise” nation, inclusive of 20-year performance monitoring targets, formulated on the basis of 
Vision 2050 supported by the Sustainable Development Goals (SDGs) and the sector plans, to 
be achieved through coordination with the Department of National Planning and Monitoring 
(DNPM). The DSP highlights a strong focus on transport infrastructure investments, most notably 
increasing the share of national roads in good condition from 33% in 2010 to 100% in 2030, whilst 
at the same time tripling the length of national road assets.  
 
2. Envisaged in the 20-year DSP are five year rolling Medium Term Development Plans 
(MTDP), wherein the various sector plans are required to be consistent with these MTDPs. The 
current bridging MTDP covers the period 2016-2017, and subsequent MTDPs will cover five year 
periods. The MTDP identifies improved sector governance and the maintenance of existing 
infrastructure, particularly the transport network, as a priority. This focus is recognition of the 
insufficient attention that has been placed on governance and maintenance and rehabilitation 
during previous development plans, which tended to focus on the creation of new transport 
infrastructure assets. Transport sector interventions included in the MTDP are priorities for road 
infrastructure such as: (i) increasing the total length of national and provincial roads, (ii) increasing 
the proportion of roads that are in good condition, (iii) improving the assessment of major 
rehabilitation and new construction projects, (iv) maintaining existing investments in road 
infrastructure through road maintenance, (v) encouraging a quality-based focus on new road 
construction through integrated construction and maintenance contracting arrangements, and (vi) 
improving road safety infrastructure. There is significant focus on lifting the quality and 
sustainability of transport infrastructure as well as on the development of “economic corridors” 
and the construction of new “missing link” road programs to facilitate expanded access of the 
population to income earning opportunities and public services.  
 
3.  Mirroring the government’s strategic framework, including the same planning time 
horizon, the Department of Transport (DOT) has developed a National Transport Strategy (NTS) 
consistent with the DSP which serves as a guide for directing future development of the transport 
sector. In the same way as the DSP is supported by a MTDP, the NTS is supported by a Medium 
Term Transport Plan (MTTP) with policy actions and investment priorities. The key NTS goals of 
relevance to the DOW are to: (i) restore the deteriorated national road network to good condition, 
(ii) fully fund road maintenance as much as possible from user charges, and (iii) develop new 
infrastructure only where economically viable and within the government’s financial and capacity 
constraints. Much like the DSP, the NTS highlights the need for improvements to the sector 
institutions, with a focus on processes and accountability to meet not only a growing demand but 
also quality in delivery for sustainability. Underpinning these improvements is a more rigorous 
and effective prioritization in the allocation and application of limited resources to obtain the best 
return on investment for the country. For the road transport subsector, key institutional, policy and 
legislative actions to support increased governance in roads and land transport include, among 
others: 
 

 Establishment of the Road Traffic Authority (2017) 

 Establishment of the National Road Safety (Coordinating) Council (accomplished); 

 Development of a National Road Safety Strategy and Action Plan (2017-2018); 
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 Improved collection of road user charges (2018); 

 Transfer of road assets from provincial to national level (2017-2018); and 

 Improved environment and social safeguards in road transport (2017-2018) 
 
4. The national transport policy framework presented in the NTS and as amended by 
subsequent refinements through the MTTPs, outlines the principles and vision of the transport 
sector through a holistic approach. Collectively, the strategy and envisaged subsequent plans 
form the basis for further policy making and reform for all modes of transportation under a unified 
sector-based approach. Realization of these transport sector improvement targets is dependent 
on several factors: (i) capacity of the DOW, which is in charge of regional, national and provincial 
roads; (ii) timely availability of resources (labor, material and financing); (iii) efficiency of 
passenger and freight transport services; and (iv) the security situation in the country. For these 
reasons, the NTS and MTTP also call for key non-physical investments to improve institutional 
capacity, sector governance, fiduciary controls and transport network management skills at DOW. 
As one of the government’s priority projects, the Highlands Highway and change management 
efforts included in the NTS and MTTP as well as the institutional, legal, and policy reforms are 
tightly aligned with the works, outputs, impacts, outcomes of the proposed Investment Program. 
 
5.  As described in the NTS, the budget requirements for road and land transport 
infrastructure to support achievement of the objectives of MTDPs as currently planned is 
significant, estimated at approximately $17.8 billion from 2016 to 2030, or a little over a $1 billion 
per year. Based on projections of revenue growth and budget allocations, the estimated funding 
gap over this period is approximately $7.9 billion or some $500 million a year. 
 

Summary of Road and Land Transport Investment to Support MTDP ($ millions) 
 2016-2020 2021-2025 2026-2030 Total 

Capital Investment 4,050 3,908 5,592 13,550 

O&M 1,186 1,411 1,706 4,303 

Total Requirements 5,236 5,319 7,298 17,853 

Estimated Budget Gap 2,580 2,740 2,660 7,980 

All costs in 2016 prices. 
Source: Asian Development Bank estimates. 

 

6. Clearly, based on the above estimates, PNG’s road and land transport infrastructure 
needs exceed the financing capacity of the government. Even the combined collective financing 
capability of development partners is not expected to completely fill the projected budgetary gap. 
Additionally, based on experience: (i) expenditures have not always been well targeted, 
particularly at the provincial level where there are questions on correct application and 
effectiveness of the expenditure, and (ii) maintenance has been typically underfunded. 
 
7.  However, through rationalization of new capital investment expenditures, improved sector 
governance, and a focus on the maintenance of priority national roads, namely the HH, key 
objectives of the DSP, MTDPs, NTS, MTTPs can be met. 
 
II. Investment Program 

8. The Sustainable Highlands Highway Investment Program (SHHIP) is a long-term 
investment program. It will require large funding spread over time and flexibility. Flexibility is 
required to adjust to unpredictable events likely to occur over a long implementation period, to 
allow sufficient time for completing complex due diligence prior to launching further investment 
activities through subsequent tranches, whilst without delaying the start of those activities ready 
and needed to commence immediately. The application of the ADB’s multitranche financing 



8 
 

facility (MFF) is well suited for these types of investment program requirements.  For example, 
activities that do not require land acquisition can start in Tranche 1, while the same tranche can 
be used to undertake the due diligence for activities earmarked for Tranche 2, especially those 
expected to require some land acquisition. Given the continual deterioration of the highway, the 
sooner SHHIP can commence, the more road sections can be salvaged through improved 
maintenance and upgrading without requiring increasingly costly rehabilitation. 
 
9. The financing gap for road and land transport infrastructure, specifically rehabilitation and 
maintenance of existing assets, indicates the need to mobilize funds from multilateral and bilateral 
agencies, and potentially the private sector. ADB will provide financial assistance to meet the 
budget requirements and play catalytic role through the Investment Program and in mobilizing 
private sector funding by helping the government create better investment climate through road 
transport sector reforms.  
 
10.  It is expected that the rehabilitation, upgrade, and maintenance of the HH will increase 
network connectivity access to markets and economic opportunities will increase the demand for 
transport, particularly road transport and improved road traffic operation not only on the Project 
Road, but also connecting national and provincial roads. The restored HH will reduce vehicle 
operating costs and travel time of the domestic, regional, and transit traffic thereby contributing to 
the growth of domestic and international trade in the area, promoting regional cooperation with 
the neighboring countries, and satisfying the requirements of local population in transportation of 
goods and passengers.  
 
11. The initiative aiming to support transport sector policy reform actions is necessary given 
that: (i) the current planning framework, particularly for maintenance, for roads is inadequate; (ii) 
some of the actions in the transport sector policy framework have not been met; (iii) sustainable 
maintenance funding strategy, particularly for roads, has not been satisfactory developed; and 
(iv) the transport sector should accommodate new challenges, such as cost recovery principles 
and the potential increased role of the private sector in road construction, operation, and 
maintenance. Together with other development partners, ADB will focus its key agenda for policy 
dialogue and continue its dialogue with the government to secure stable financing sources for 
sustainable maintenance of infrastructure. By utilizing a multitranche financing facility, ADB 
acknowledges the need for flexibility and a phased approach. Moreover, given the cost overruns 
and financing gaps experienced by past PNG road projects, the approach will also assist to meet 
these overruns and bridge these gaps through the provision of additional finance where 
appropriate.  
 
12.  The capacity of the existing government agencies in the road sector remains weak after 
many years of development partner assistance, even though a substantial amount of assistance 
has been directed towards planning, capacity building and institutional strengthening. ADB will 
continue supporting the government’s effort to enhancing institutions and human resources in the 
transport sector, namely the road subsector. 
 
13. In summary, the proposed Investment Program is closely aligned with PNG’s observed 
road and land transport subsector deficiencies, the government’s strategies, plans, programs, 
and initiatives as described by DSP, MTDP, NTS, MTTP, and will assist in closing the funding 
gap of the government’s roadmap for transport sector development. 
 
14. The activities defined by the above referenced GoPNG strategy, policy, and actions plans 
include feasibility studies, new construction of road links, reconstruction and rehabilitation of 
priority national and regional roads, proper O&M funding of existing and proposed projects, and 
institutional development. Collectively, these activities have been estimated to require a 



9 
 

significant investment, which is assessed as being unattainable given current projections of 
government revenues, budget allocations and other resources. As proposed, the contribution of 
$1,015 million from the proposed Investment Program is expected to support achievement of 
rationalized objectives of the GoPNG for road subsector through needed physical and non-
physical components with a focus on sustainable maintenance of the nation’s most important 
road.  
 

Table 1: Investment Program - Investment Plan  
($ million) 

 Item Tranche    

  1 2 3 Total 
Cost 

Outputs      

 1. Highlands Highway restoration 253.9 280.9 184.4 718.8 

 2. Road Safety improvement 18.9 18.7 9.4 46.9 

 3. Transport logistics and services   8.6 8.6 

 4. Program Administration 25.9 27.5 15.4 68.8 

  
Total Base Cost 

 
298.7 

 
327.1 

 
217.4 

 
843.1 

  
Contingencies 

 
43.4 

 
50.7 

 
32.2 

 
126.3 

 Finance Charges 15.4 17.2 12.9 45.6 

  
Total Cost  

 
357.5 

 
395.0 

 
262.5 

 
1015.0 

Source: Asian Development Bank estimates. 

 
Table 2: Tranche 1 - Investment Plan  

($ million) 

Item  Amount  

A Base Cost  

 Output 1: Rehabilitation, Upgrade and Maintenance of Highlands Highway 253.9  

 Output 2: Road Safety Improved and Maintained 18.9  

 Output 3: Program Administration and Management 25.9  

 

 
Subtotal (A) 298.7  

 
B Contingencies 43.4  
 
C Finance Charges During Implementation 15.4  

  
 
Total (A+B+C) 357.5  

Source: Asian Development Bank estimates.  
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Table 3: Financing Plan – Investment Program 

 

Source Amount ($ million)           Share of Total 

Investment Program   

   
Asian Development Bank (Ordinary Capital Resources) 610.0 60% 
Asian Development Bank (COL) 70.0 7% 
Cofinancing 186.5 18% 
Government 148.5 15% 
Total 1015.0 100% 

 

 
Table 4: Financing Plan – Tranche 1 

 

Source Amount ($ million)           Share of Total 

Investment Program   

   
Asian Development Bank (Ordinary Capital Resources) 272.0 76% 
Asian Development Bank (COL) 30.0 9% 
Cofinancing 11.5 3% 
Government 44.0 12% 
Total 357.5 100% 
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SCHEDULE 2 
 

DESIGN AND MONITORING FRAMEWORK FOR THE INVESTMENT PROGRAM 
 

Impacts the Investment Program is Aligned with 
Increased opportunity for equality and prosperity in rural areas (Development Strategic Plan, 2010–2030)a 

Attainment of well-integrated, safe, affordable, and financially and environmentally sustainable transport 
systems that efficiently serve the economy and people of PNG (National Transport Strategy, 2014–2030)b 

Improved access to health and education, and living standards of the people of PNG (National Strategy 
for Responsible Sustainable Development for Papua New Guinea)c 

 

Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 

Outcome 
Increased 
efficiency and 
safe movement 
of people, goods, 
and services 
between the 
Highlands 
Region and 
markets 

By 2028 
a. Travel time from Lae Nadzab 
airport to Kagamuga airport reduced 
by 30% (2015 baseline: 10 hours) 
 
b. Annual number of road closures 
greater than 48 hours due to climate 
events reduced to 2.0 (2016 baseline: 
5.0 closures) 
 
c. At least 50% of highlands highways 
improved to 3-star safety rating or 
better for both vehicle occupants and 
pedestrians: (2015 baseline: 4% for 
vehicle occupants and 2% for 
pedestrians) 
 
d. Road fatalities in project highway 
reduced by 50% (2016 average 
baseline: 0.38 fatalities per km) 
 
 
e. At least 50% of farmers 
participating in fresh produce 
production and marketing through the 
transport logistics platforms are 
women (2016 baseline: 0%) 

 
a. DOW annual reports 
 
 
 
b. DOW annual reports 
 
 
 
 
c. DOW iRAP reports 
(supported by TSSP) 
 
 
 
 
 
d. NRSC annual reports 
where data is 
disaggregated by sex 
and age 
 
e. ADB review missions, 
NARI progress reports 
that include participation 
rates, and agribusiness 
consultant reports 

 
Safety and 
security 
situation 
deteriorates in 
the project area 
 
Macroeconomic 
factors affect 
commodity 
prices and 
hinder 
development 
 
Insufficient road 
maintenance 
financing may 
jeopardize the 
sustainability of 
the large 
investment in 
the Highlands 
Highway, its  
preservation as 
an asset. 

Outputs 
1. 430 km of the 
two-lane national 
Highlands 
Highway from 
Lae Nadzab 
airport to 
Kagamuga 
airport  
rehabilitated, 
upgraded, and 
effectively 
maintained 

By 2027 
1a. The 57 km-long crossing of 
Chimbu province entirely rehabilitated 
and upgraded to good condition and 
adapted to climate change with IRI 
< 4.5 (2016 baseline: 0 km in good 
condition and IRI ≥ 9) 
 
1b. 373 km of highway and 68 
bridges are restored, upgraded to 
good condition, and adapted to 
climate change with IRI < 4.5; (2016 
baseline: 0 km and 0 bridges restored 
and upgraded, IRI ≥ 9) 
 

 
1a–h. Project M&E field 
reports and annual 
program progress 
reports, ADB review 
missions, and engineer-
certified contractor 
handover certifications 

 
Implementation 
delays due to 
procurement 



12 
 

Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 

1c. 60 bus stops and bus shelters 
built (2016 baseline: 0) 
 
1d. 24 roadside market areas 
upgraded with separate male and 
female toilets (2016 baseline: 0) 
 
1e. $10 million allocated and 
disbursed for the 430 km highway 
length annually for maintenance 
(2016 baseline: $0) 
 
1f. 20% of employed construction and 
community-based maintenance 
workers are women (2016 baseline: 
0%) 
 
1g. Goroka road bypass (24 km long) 
designed for climate change 
adaptation and constructed (2016 
baseline: no road bypass) 
 
1h. 20 km of truck climbing lanes 
constructed in the Kassam Pass and 
the Daulo Pass along sections where 
the slope gradient is steeper than 
10% (2016 baseline: no truck 
climbing lane) 
 

 
2. Road safety 
on the national 
Highlands 
Highway 
increased 

By 2027 
2a. 10 km of footpaths constructed at 
10 school locations (2016 baseline: 
0 km) 
 
2b. At least 10,000 residents in seven 
provincial districts along the 
Highlands Highway with increased 
awareness on community road safety, 
of whom 50% are women (2016 
baseline: 0 residents) 
 
2c. Horizontal marking, signage, and 
crash barriers installed in 24 
hazardous locations (2016 baseline: 
no installations) 
 

 
2a–c. ADB review 
missions and RTA 
reports 

 
Road safety 
furniture and  
signage is 
stolen during or 
after 
implementation. 
 

 
3. Transport 
logistics and 
services in the 
Highlands 
Region improved 

By 2027 
3. Two trade and freight logistics 
platforms constructed (in Goroka and 
Mt. Hagen) (2016 baseline: 0 
platforms) 
 

 
3. ADB review missions, 
NARI progress reports 
that include participation 
rates, and agribusiness 
consultant reports 

 
 
 

 
4. Institutional 
capacity of the 

By 2027   
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Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 

DOW to deliver 
the investment 
program and 
sustain its 
benefits 
strengthened 

4a. New functional PMO office 
constructed in Goroka (2016 
baseline: no office) 
 
4b. Institutional development plan for 
the DOW implemented, training 40 
staff in financial management and 
procurement (2016 baseline: 0 staff 
trained) 
 
4c. The DOW received funding for 
climate change adaptation (2016 
baseline: no climate change funding) 

4a–c. ADB review 
missions and program 
progress reports 

 

Key Activities with Milestones 
1. Highlands Highway from Lae Nadzab airport to Kagamuga airport at Mt. Hagen rehabilitated, 

upgraded, and effectively maintained 
1.1 Award, review, and validate design and road safety studies, environmental management plan, and 

any required involuntary resettlement plan (December 2017) 
1.2 Award and mobilize construction supervision consultants (December 2017) 
1.3 Award civil works contracts (December 2017) 
2. Road safety on the Highlands Highway increased and sustained for pedestrians and vehicle 

passengers 
2.1 Prepare road safety action plan (April 2018) 
2.2 Launch road safety awareness programs (May 2018) 
2.3 Ensure identified road safety improvement needs are included in road design and bid documents 

(March 2017) 
3. Transport logistics and services in the Highlands Region improved to strengthen the 

agricultural value chain for domestic and international trade 
3.1 Award, review, and validate logistics platforms design studies (December 2023) 
3.2 Award logistics platforms construction and supervision contracts (April 2024) 
3.3 Examine feasibility and potentially support setting up private operation of logistics platforms 

(December 2025) 
4. Institutional capacity to deliver the investment program and sustain its benefits strengthened 
4.1 Strengthen DOW-HRMG to attain annual and program implementation targets (December 2017) 
4.2 Conduct capacity-building activities for procurement, safeguards, and overall road safety; and 

monitor compliance (December 2017) 
4.3 Install, adequately staff, and make operational two weighbridge stations in Goroka and Hagen; and 

approve, establish, and implement operating procedures in Goroka, Mt. Hagen, and Lae (December 
2025) 

Inputs 
ADB OCR: $680 million ($610 million regular loan and $70 million concessional loan) 
Government: $148.5 million 
Other Cofinanciers: $186.5 million (loan/grant) 

ADB = Asian Development Bank, DOW = Department of Works, HRMG = Highlands Road Maintenance Group, iRAP 
= International Road Assessment Program, IRI = international roughness index, km = kilometer, M&E = monitoring and 
evaluation, NARI = National Agricultural Research Institute, OCR = ordinary capital resources, PMO = project 
management office, PNG = Papua New Guinea, RTA = Road Traffic Authority, TSSP = Transport Sector Support 
Program. 
a Government of PNG, Department of National Planning and Monitoring. 2010. Papua New Guinea Development 

Strategic Plan, 2010–2030. Port Moresby. 
b Government of PNG, Department of Transport. National Transport Strategy: Volume 3, Detailed Strategy. Port 

Moresby. 
c Government of PNG, Department of National Planning and Monitoring. 2014. National Strategy for Responsible 

Sustainable Development for Papua New Guinea: StaRS. 2nd ed. Port Moresby. 
Source: Asian Development Bank 
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SCHEDULE 3 
 

IMPLEMENTATION FRAMEWORK 
 
1. Unless otherwise agreed in the legal agreements for individual Tranches, Investment 
Program activities funded by the Facility will be implemented in accordance with the 
implementation framework shown in Figure 1 and the provisions below.  
 
A. Investment Program and Project Management 

 
2. The Borrower designates DOW as the executing agency with overall responsibility for 
execution and supervision of Investment Program activities funded under the Facility. DOW will 
also be the primary implementation agency (IA). DOW will be responsible for road improvement 
and maintenance. DOW will engage all consulting services and road improvement contracts 
under the Investment Program and oversee the Program Management Office (PMO). The 
National Road Authority (NRA), with the close support of DOW will assist in planning and 
implementing routine maintenance activities. The National Road Safety Council (NRSC), now part 
of the Road Traffic Authority (RTA) is the implementation agency for road safety components. A 
high level Program Steering Committee (PSC) has been established and will oversee the overall 
Investment Program, monitor progress, and provide guidance to the executing and implementing 
agencies. For each tranche, a separate Tranche Steering Committee (TSC) will also be 
established.  
 
Tranche Steering Committee 
 
3. The Borrower will ensure that DOW establishes a TSC comprising DOW and others as 
specified in the Implementation Arrangements.1  The TSC’s role will include: (i) overall guidance 
on Investment Program implementation; (ii) approval of an annual activity plan for the PMO; (iii) 
act as a bid evaluation committee for the procurement of works, goods and consulting services 
required under the Investment Program; (iv) depute and appoint staff to the PMO; and (v) review 
the performance of consultants and contractors.  The TSC will convene at least monthly and also 
as required. 
 
Program Management Office 
 
4. Within DOW, the PMO will be responsible for day-to-day administration, preparation and 
execution of the Investment Program in accordance with the provisions of this FFA and related 
legal agreements. With the concurrence of PSC and ADB, DOW will be responsible for appointing 
a Program Director for the PMO with overall responsibility for the fulfillment of the PMO’s mandate. 
In addition, the PMO shall comprise a deputy project director and an adequate number of project 
managers, engineers, social safeguard specialists, environmental specialists and administrative 
staff with the qualifications, experience, expertise, and motivation necessary for successful 
implementation of each project. A team comprising representatives from ADB will work closely 
with the PMO to assist the PMO with expeditious completion of Investment Program in 
accordance with the provisions set forth in the legal agreements for individual tranches. 
 
Stakeholder Participation and Consultation 

 

 
1 ADB representatives will serve as an observer to the Tranche Steering Committee. Tranche cofinanciers such as the 

Government of Australia for Tranche 1 may also serve as observers to the Tranche Steering Committee. 
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The Borrower will ensure that DOW implements the Investment Program with the active 
participation of all applicable national stakeholders using participatory practices and that 
consultation with, and disclosure of relevant information to, such stakeholders continues 
throughout implementation of the Investment Program. 
 
B. Project Preparation and Appraisal 
 
5. The Investment Program will follow MFF implementation procedures. Tranche 1 has been 
prepared by DOW with technical assistance from ADB. For subsequent Tranches, DOW, with the 
assistance of the Investment Program support consultants, will (i) prepare required designs and 
cost estimates; (ii) prepare due diligence reports, including technical, economic, environmental, 
and social assessments; and (iii) prepare the Periodic Financing Request (PFR) for each tranche. 
The PFR will be prepared in accordance with the criteria and procedures stated in this FFA, and 
other related requirements of the Borrower and ADB. After appraising each tranche for technical 
and economic feasibility and compliance with safeguards requirements, DOW will submit to ADB 
the draft PFR in the required format. ADB will then undertake due diligence in accordance with its 
relevant policies and procedures, and approve DOW’s appraisal subject to any necessary 
amendments. If required by ADB, DOW will amend the PFR and submit it to ADB for approval. 
DOW will carry out any advance contracting as agreed upon and approved by ADB to expedite 
implementation. 
  
C.  Implementation Period 
 
6. The Investment Program will be implemented over a period of 10 years, with completion 
by June 2027. The indicative implementation schedule for the Investment Program and Tranche 
1 is given in Figure 2. DOW will prepare a detailed implementation schedule for each tranche and 
submit it as part of the corresponding PFR. The overall Investment Program implementation 
schedule will be updated from time to time (as required) through updates to the FAM.  
 
7. DOW will implement the Investment Program in accordance with the detailed 
requirements set out in the FAM. 
 
D.  Procurement  
 
8. DOW will undertake all procurement activities with ADB financing under the Facility in 
accordance with the  Guidelines on The Use of Consultants by Asian Development Bank and Its 
Borrowers (2013, as amended from time to time) and ADB’s Procurement Guidelines (2015, as 
amended from time to time) under a tranche procurement plan approved by ADB. The 
procurement plan must include all procurement activities anticipated under the Investment 
Program during the respective tranche and must be updated by DOW at least annually.   
 
E.  Consulting Services 
  
9. Consulting services will be required for Investment Program implementation support and 
capacity development. Key tasks include: (i) design of road improvement works, (ii) preparation 
of bid documents, procurement support, and supervision of road improvement works and long-
term maintenance contracts; (iii) Investment Program performance management and monitoring; 
(iv) preparation of subsequent Tranches; (v) capacity development; and (vi) socio-economic 
monitoring.  
 
10. The consulting services will be financed from the ADB loans. DOW will select and engage 
the consultants in accordance with ADB’s Guidelines on The Use of Consultants by Asian 
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Development Bank and Its Borrowers (2013, as amended from time to time) using the quality-and 
cost-based selection method. 
  
F.  Project Performance, Monitoring and Evaluation 
 
11. DOW will cause the PMO to undertake the periodic Tranche and Investment Program 
performance, monitoring and evaluation actions (including submission of periodic reports to ADB) 
in each case in accordance with the requirements set out in the FAM. 
 
12. A set of targets and indicators for monitoring and evaluation of Investment Program 
Performance have been agreed upon between the Borrower and ADB, and the key performance 
targets and indicators are provided in the Design and Monitoring Framework (DMF) provided in 
Schedule 2. The consultants for Investment Program implementation support will work with DOW 
to collect additional data from relevant agencies, including provincial and district governments 
and statistics bureaus, to measure the performance indicators at inception, completion, and three 
years after completion of each tranche. The results will be reported to ADB on a quarterly basis. 
DOW, with assistance of the PMO, will monitor and evaluate Investment Program impacts to 
ensure that the completed works is managed effectively and the Investment Program benefits are 
maximized. 
 
13. In addition to monitoring by ADB operational division(s) and periodic review missions, 
ADB, together with the DTR and DOW, will perform on-site reviews of the tranches and works at 
such frequency as ADB reasonably requires.  
 
14. A midterm review of the Investment Program will be performed in 2022. The review will 
focus on identifying the causes of, and agreeing on measures to correct, negative deviations from 
targets for: (i) output rates; (ii) disbursements; (iii) reforms; (iv) financial and procurement audits; 
and (v) compliance with safeguard requirements. 
 
G.  Governance and Anticorruption Measures 
 
15. ADB’s Anticorruption Policy (1998, as amended to date) was explained to and discussed 
with the government. Consistent with its commitment to good governance, accountability, and 
transparency, ADB reserves the right to investigate, directly or through its agents, any alleged 
corrupt, fraudulent, collusive, or coercive practices relating to the projects under the Investment 
Program. To support these efforts, relevant provisions of ADB’s Anticorruption Policy are included 
in the loan agreements and the bidding documents for the Investment Program. In particular, all 
contracts financed by ADB in connection with the Investment Program shall include provisions 
specifying the right of ADB to audit and examine the records and accounts of DOW, and all 
contractors, suppliers, consultants, and other service providers as they relate to the Investment 
Program. 
 
16. The Investment Program will be implemented through existing institutions and using 
country systems as much as possible, provided that the latter is aligned with ADB standards and 
requirements. In accordance with ADB requirements, a governance assessment through a 
procurement risk assessment and a financial management assessment was conducted during 
preparation of the Investment Program. This identified risks and associated mitigating actions and 
these were discussed with the government. The assessment identified significant risks in each. 
Governance safeguards to mitigate the risk of misuse of funds and to improve governance, 
accountability, and transparency will include (i) a DOW website to provide and disclose updated 
and detailed information on project implementation; (ii) timely disclosure of information on 
selection of consultants and contractors through local newspapers and on the website; (iii) 
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dissemination of information to the public, through, for example, publicizing expected service 
levels from performance-based contracts; (iv) use of ADB procurement rules and extensive use 
of prior review; (v) independent verification of the quantity, quality and cost of works by the 
international supervision consultant; (vi) independent accounting support to build capacity and to 
ensure, among other things, timely and rigorous reconciliations, orderly record keeping, and strict 
adherence to financial management policies and internal controls; (vii) independent external 
auditing of contracts, project accounts, and financial statements; (viii) intensive supervision by 
ADB and other funding agencies; and (ix) forensic audits of any alleged corruption cases. 
 
H.  Accounting, Auditing, and Reporting 
 
17. The executing agency and implementing agency have agreed to adhere to sound financial 
management requirements during implementation of the Investment Program. DOW will maintain 
separate project records and accounts adequate to identify the (i) goods and services financed 
from loan proceeds, (ii) financing resources received, (iii) expenditures incurred on the 
components of each project, and (iv) counterpart and cofinancier funds received and expended. 
DOW will engage independent external auditors acceptable to ADB to audit the consolidated 
project accounts annually, including statement of expenditure transactions, and counterpart 
funds. DOW will submit to ADB certified copies of audited annual consolidated project accounts 
as well as the auditor’s report in English within six months of each financial year-end during 
implementation. DOW has been advised of ADB’s requirement for timely submission of audited 
annual project accounts and financial statements, and the suspension of disbursements of ADB 
loans in case of noncompliance with the requirement. 
 
18. DOW will prepare and submit to ADB quarterly progress reports for individual tranches, 
which will include (i) a narrative description of progress made during the reporting period, (ii) 
changes in the implementation schedule, (iii) implementation problems or difficulties encountered, 
and (iv) activities to be undertaken in the next reporting period. DOW will prepare and submit to 
ADB a Project Completion Report within three months of completion of each tranche, and an 
Investment Program completion report after completion of all tranches under the Investment 
Program. 
 
I.  Disbursement Arrangements 
 
19. The Loan and Grant proceeds will be disbursed in accordance with ADB’s Loan 
Disbursement Handbook (2015, as amended from time to time), and the detailed arrangements 
agreed upon between the government and ADB as set out in the FAM. DOW will maintain 
separate bank accounts for each tranche.  
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Figure 1: Organization Structure for Project Management  
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Figure 2: Indicative Implementation Schedule  
 

  
 
 

A. Tranche 1

1 Preparation of Tranche 1

2 ADB's Approval of PFR

3 Land acquisition and resettlement

4 Procurement of civil works and consultancy services

5 Implementation of Activities 

B. Tranche 2

1 Preparation of Tranche 2

2 ADB's Approval of PFR

3 Land acquisition and resettlement

4 Procurement of civil works and consultancy services

6 Implementation of Acitivities

C. Tranche 3

1 Preparation of Tranche 3

2 ADB's Approval of PFR

3 Land acquisition and resettlement

4 Procurement of civil works and consultancy services

6 Implementation of Activities

Source: Asian Development Bank estimates.

2017

1 2 3 4 3 4

2018

1 2 3 4

2023 20242019 2020

1 2 3 4 1 2 1 2 3 4

2021 2022

2 31 2 3 4 2 3 4 1 44 1 2 3

2025

4

2026

1

ADB = Asian Development Bank, PFR = Periodic Financing Request.

2027

4Program Activities 2 31 2 31
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A. Civil Works Packages

1 CW1

Land acquisition and resettlement

Procurement of civil works

Implementation

2 CW2

Land acquisition and resettlement

Procurement of civil works

Implementation

3 RIC

Investigation and detailed design

Land acquisition and resettlement

Procurement of civil works

Implementation

4 PMO Building

B. Consulting Services

5 CS CW1

6 CS CW2, RIC, GBP

7 CS Bridges

8 CS PMO Office 

9 CS T&LPF

10 Community Road Safety

11 CS DOW Capacity Building 

Source: Asian Development Bank estimates.

2021

Tranche 1 Activities

2017

Q1 Q2 Q4Q3 Q4Q3 Q4 Q1 Q2 Q3

CW = Civil Works road contract, RIC=Road Investment Contract, GBP=Goroka By-Pass, PMO=Program Management Office, 

CS=Consultancy Services, T&LPF=Trade & Logistics Platforms 

2020

Q1 Q2 Q3 Q4Q3 Q4

2018 2019

Q1 Q2 Q2 Q1
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SCHEDULE 4 

TRANCHE PROCESSING AND WORKS INCLUSION CRITERIA 
 

1. Due to the design of this Investment Program, the timing and composition of the proposed 
tranches, is specific; that is, the activities, works, and packages envisaged for financing under the 
Investment Program are well defined and laid out. However, the following criteria must be satisfied 
for Tranche processing and the inclusion of specific works in any Tranche design.  

2. For future tranche processing: 
 

 Procurement of all approved packages in the previous tranche must be complete or 
otherwise cancelled with approval of ADB. 
 

 Overall progress of the previous tranche is deemed to satisfactory by ADB.  
 

 Previous tranche compliance with loan covenants is deemed to be satisfactory by ADB. 
 
3. For inclusion of specific works in any tranche: 
. 

 The works must have been studied and designed in accordance with the requirements 
stipulated in the environmental assessment and review framework (EARF), and the land 
acquisition and resettlement framework (LARF), and found to be socially, environmentally 
and economically viable, and financially sustainable. 
 

 Be on government land, or if not, be on land for which there is an agreement with the 
affected community that allows (i) use of the land for road improvement works initially, and 
(ii) acquisition of land following the necessary procedures and payment of required 
compensation. 

 

 Not endanger or provide access to at-risk fauna or flora. 
 

 Not have any other significant adverse environmental or social impacts. 
 
4. DOW, with the assistance of the construction supervision consultants, will ensure 
adherence of tranches to the guidelines, policies, and other requirements of ADB, and monitor 
the impacts throughout implementation. 
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SCHEDULE 5 

SOCIAL DIMENSIONS AND SAFEGUARD REQUIREMENTS  
 

1. The Borrower will ensure that all the requirements prescribed in this Schedule, and the 
following safeguard frameworks and plans that have been prepared and agreed with ADB with 
respect to the Facility and the first tranche and of which ADB has been provided full copies, and 
which are deemed incorporated herein by reference, are complied with during the processing and 
implementation of the tranches financed under the Facility. 
 

(i) environmental assessment and review framework (“EARF”) dated January 2017; 
(ii) land acquisition and resettlement framework (“LARF”) dated January 2017;  
(iii) gender action plan (“GAP”) dated January 2017; 
(iv) initial environmental examinations and environmental management plans for the 

first Tranche; and 
(v) land acquisition and resettlement due diligence for the first Tranche. 

 
2. The EARF and LARF cover the Facility-specific information and requirements in 
accordance with ADB’s safeguard policies: (i) the general anticipated impacts of the components 
or tranches likely to be financed under the MFF on the environment and involuntary resettlement; 
(ii) the safeguard criteria that are to be used in selecting components for works or subprojects; 
(iii) the requirements and procedure that will be followed for screening and categorization, impact 
assessments, development of management plans, public consultation and information disclosure 
(including the 120-day disclosure rule, if required), and monitoring and reporting; and (iv) the 
institutional arrangements (including budget and capacity requirements) and the client’s and 
ADB’s responsibilities and authorities for the preparation, review and clearance of safeguard 
documents. 
 
3. Prior to the preparation of each PFR, the applicability and relevance of the EARF and 
LARF will be reviewed by DOW and updated, if necessary, to ensure relevance and consistency 
with applicable laws, regulations, and legal frameworks in the Borrower and ADB's safeguard 
policies, as amended from time to time. 
 
4. In all cases, for each new PFR preparation, the Borrower, through DOW, will review 
ongoing tranches to check on the status of compliance with the safeguard plans and frameworks, 
and submit the review reports to ADB, together with other required safeguard documents relevant 
to the components included in the tranche being processes. In any case if major noncompliance 
is discovered in the course of the review of ongoing tranches, a corrective action plan will be 
prepared and submitted to ADB. 
 
Environment 
 
5. The Borrower will ensure that each tranche financed under the Facility is prepared, 
designed, constructed, implemented, operated and decommissioned in accordance with all 
applicable laws and regulations of the Borrower and ADB’s Safeguard Policy Statement (2009) 
(“Safeguard Policy Statement”) as set out in the agreed EARF, all measures and requirements 
set forth in the respective initial environmental examination (“IEE”) or environmental impact 
assessment (“EIA”) and any corrective or preventative actions set forth in a safeguards monitoring 
report. 
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6. The Borrower will cause DOW to ensure that: 
 
(i) an EIA or IEE is prepared for each project in accordance with all applicable laws and 
regulations of the Borrower and the Safeguard Policy Statement as set out in the EARF, and that 
all EIA/IEEs are cleared by ADB and adhered to during design, construction and operation phases 
of such project; 
 
(ii) the environmental management plans (“EMPs”) are implemented by the contractors, all 
recommendations of the EMPs are incorporated in the bidding documents and civil works 
contracts to ensure compliance, and adequate budgetary allocation is made by the contractors 
for implementation of the EMPs. Prior to commencement of civil works, DOW will update the 
EMPs in consultation with the contruction supervision consultant and the contractors; 
 
(iii) no civil works contract will be awarded until the corresponding EIA/IEE has been approved 
by ADB; and 
 
(iv) semi-annual monitoring reports on EMPs’ implementation are submitted to ADB in a timely 
manner. 
 
Prohibited List of Investments 
 
7. The Borrower will ensure that the Facility will not be used to finance any activity included 
in the list of prohibited investment activities provided in Appendix 5 of the Safeguard Policy 
Statement. 
 
Involuntary Resettlement 
 
8. The Borrower will ensure that each tranche financed under the Facility is developed, 
implemented and maintained in accordance with all applicable laws and regulations of the 
Borrower, the Safeguard Policy Statement and the LARF. 
 
9. The Borrower will cause MPW to ensure that: 
 

(i) for tranches with involuntary resettlement, a land acquisition and resettlement plan 
(“LARP”) acceptable to ADB is prepared for each tranche in accordance with all applicable 
laws and regulations of the Borrower, the Safeguard Policy Statement as set out in the 
agreed LARF, as a submission with the PFR; 
 
(ii) all land and rights-of-way required by the works under the tranches are made 
available free and clear from any and all rights and claims of third parties and any other 
encumbrances in a timely manner, subject to compliance with all applicable laws and 
regulation of the Borrower, the Safeguard Policy Statement, the LARF and the LARPs;  
 
(iii) except as specifically permitted in the legal agreements for tranche(s) financed 
under the Facility, no civil works contract will be awarded for a tranche, works, or 
subproject involving resettlement until the relevant LARP has been cleared by ADB. 
Contractors will only commence civil works in affected areas after the LARP has been 
implemented in accordance with its terms, as certified by an external expert or qualified 
NGO; and 
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(iv) a qualified, experienced and independent external expert or qualified NGO is 
engaged under a selection process and terms of reference acceptable to ADB, to monitor 
implementation of each LARP implemented under the Facility, verify information relevant 
to each LARP produced through tranche monitoring processes and carry out post-
implementation evaluation of each LARP, in each case in accordance with requirements 
in the LARF. 

 
Indigenous Peoples 
 
10. The Borrower shall ensure that tranches financed under the Facility do not have any 
indigenous peoples impacts within the meaning of the Safeguard Policy Statement.  In the event 
that tranche(s) do have any such impacts, the Borrower shall take all steps required to ensure 
that the tranche complies with the applicable laws and regulations of Papua New Guinea and the 
Safeguard Policy Statement. 
  
Labor Standards and Health 
 
11. The Borrower will cause DOW to ensure monitoing of social impacts throughout the 
implementation of all tranches financed by the Facility, in consultation with local governments, 
local communities and nongovernment organizations. In this respect, DOW will ensure that all 
civil works contractors: (i) comply with all applicable labor laws of the Borrower; (ii) use their best 
efforts to employ women and local people, including disadvantaged people, living in the vicinity 
of the tranches financed under the Facility; (iii) disseminate information at worksites on health 
safety (including HIV prevention programs) for those employed during construction; (iv) maintain 
equal pay to men and women for work of equal type; (v) provide safe working condictions and 
appropriate facilities for male and female workers; and (vi) abstain from the use of forced and 
child labor. 
 
Gender and Development 
 
12. The Borrower shall ensure that the principles of ADB’s Policy on Gender and Development 
(1998) are followed during implementation of the tranches, including: (i) equal pay to men and 
women for the same type of work; (ii) enabling working conditions for female workers; and (iii) 
taking all necessary actions to encourage women living in the project areas to participate in 
planning and implementing Investment Program related activities. The Borrower, in coordination 
with the appropriate agencies, shall ensure the effective implementation of measures aimed at 
increasing Investment Program benefits and impacts on women in and around the project areas. 
 
13. The Borrower shall ensure that the Gender Action Plan for the Investment Program agreed 
between the Recipient and ADB is implemented and monitored in a timely manner in accordance 
with its terms and conditions and adequate resources are allocated for this purpose.   
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SCHEDULE 6 
 

UNDERTAKINGS 
 

 
Capitalized terms used in this Schedule 6 or in Schedule 3 of the FFA and not otherwise defined 
herein shall have the meanings set out in Attachment I to this Schedule 6. 
 
The Borrower shall ensure the following: 
 

1. DOW shall employ sufficient staff for the duration of the project with adequate and relevant 
expertise in the field of project management, financial management, engineering, 
construction supervision, procurement, equipment inspection and testing, and 
environmental and social safeguards implementation; they shall ensure that the project is 
implemented in accordance with the detailed arrangements set forth in the FAM. Any 
subsequent change to the FAM shall become effective only after approval of such change 
by the Borrower and ADB. 

 
2. Provision of all counterpart funds, land and facilities required for timely and effective 

implementation of the project under the Investment Plan, including, without limitation, any 
funds required (i) to meet any shortfall between cost and revenues for the operation and 
maintenance of the facilities; (ii) to mitigate unforeseen environmental and social impacts; 
and (iii) to meet additional costs arising from design changes, price escalation in 
construction costs and/or unforeseen circumstances. 

 
3. Works contracts (i) follow all applicable labor laws of the Borrower and that these further 

include provisions to the effect that contractors (a) carry out HIV/AIDS awareness 
programs for labor and disseminate information at worksites on risks of sexually 
transmitted diseases and HIV/AIDS as part of health and safety measures for those 
employed during construction; (b) follow and implement all statutory provisions on labor 
(including not employing or using children as labor, equal pay for equal work), health, 
safety, welfare, sanitation, and working conditions; and (c) maximize employment of 
females and local poor and disadvantaged persons for construction purposes, provided 
that the requirements for efficiency are adequately met; and (ii) include clauses for 
termination in case of any breach of the stated provisions by the contractors.  

 
4. DOW shall ensure that the anticorruption provisions acceptable to ADB and the Borrower 

are included in all bidding documents and contracts financed by ADB in connection with 
the project, including provisions specifying the right of ADB to review and examine the 
records and accounts of the Borrower and the executing agency and all contractors, 
suppliers, consultants, and other service providers as they relate to the project. The 
Borrower and DOW, shall allow and assist ADB's representatives to carry out random spot 
checks on the work in progress and utilization of funds for the project. 

 
5. DOW shall announce the Investment Plan and business opportunities associated with the 

Investment Plan on its website. In addition, the website shall at least disclose the following 
information in relation to goods and services procured for the Investment Plan: (i) the list 
of participating bidders; (ii) the name of the winning bidder; (iii) the amount of the contracts 
awarded; and (iv) the works, goods, and services procured. 

 
6. DOW, through the PMO and through independent auditors, shall conduct periodic 
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inspections and random spot checks of contractors' activities related to fund withdrawals 
and settlements. 

 
7. Towards smooth implementation of the project, the Borrower will cause DOW to ensure 

that grievance(s) if any from stakeholders, relating to project implementation or use of 
funds are addressed effectively and efficiently. 

 
8. DOW will ensure that the concerned staff in DOW responsible to carry out the Project shall 

be trained by the contractors in operation and maintenance of Project facilities. In this 
regard, DOW will ensure that an operations and maintenance plan (O&M Plan) will be 
developed. [The O&M Plan will also assess additional human and financial resources 
required by each appropriate authority for smooth hand-over of Subproject facilities]. 
 

9. The Borrower shall keep ADB informed of discussions with other multilateral, bilateral and 
national aid agencies that may have implications for the implementation of the Investment 
Plan. The Borrower shall provide ADB with an opportunity to comment on any resulting 
policy reform and/or investment proposals, and shall take into account ADB's views before 
finalizing and implementing any such proposals. 
 

10. The Borrower shall ensure that DOW shall implement the project under the Investment 
Plan and Facility in compliance with the undertakings and assurances concerning 
Environmental Safeguards, Indigenous Peoples Safeguards, Involuntary Resettlement 
Safeguards, gender policy, labor standards, and prohibited investments as set out in 
Schedule [3] of this FFA. 
 

11. DOW shall not award works contract for the project which involves environmental impacts 
until the project executing agency has incorporated the relevant provisions from the 
relevant EMP into the works contract. 

 
12. DOW shall not award works contract involving involuntary resettlement impacts for the 

project until the executing agency has prepared and submitted to ADB the final 
Resettlement Plan based on the project’s detailed design, and obtained ADB's clearance 
of such Resettlement Plan. 
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Attachment 1 to Schedule 6 – Defined Terms for Undertakings 
 
(i) “DOW” means the Department of Works; 

 
(ii) "Environmental Assessment and Review Framework" or "EARF" means the 

environmental assessment and review framework for the Investment Program, including 
any update thereto, agreed between the Borrower and ADB and incorporated by reference 
in the FFA; 

 
(iii) "Environmental Management Plan" or "EMP" means any environmental management plan 

for the project, including any update thereto, incorporated in the EIA; 
 

(iv) "Environmental Safeguards" means the principles and requirements set forth in Chapter 
V, Appendix 1, and Appendix 4 (as applicable) of the SPS; 
 

(v) "Facility" means the multitranche financing facility provided by ADB to the Borrower for 
purposes of financing projects under the Investment Plan; 
 

(vi) "FAM" means the Facility administration manual dated 8 May 2017 and agreed between 
the Borrower and ADB, as updated from time to time in accordance with the respective 
administrative procedures of the Borrower and ADB; 

 
(vii) "FFA" means the framework financing agreement dated 15 May 2017 between ADB and 

the Borrower with respect to the Facility; 
 

(viii) "Goods" means equipment and materials to be financed out of the proceeds of the Facility, 
including related services such as transportation, insurance, installation, commissioning, 
training, and initial maintenance, but excluding consulting services; 
 

(ix) "Indigenous Peoples Planning Framework" or "IPPF" means the indigenous peoples 
planning framework for the Investment Plan, including any update thereto, agreed 
between the Borrower and ADB and incorporated by reference in the FFA; 
 

(x) "Indigenous Peoples Safeguards" means the principles and requirements set forth in 
Chapter V, Appendix 3, and Appendix 4 (as applicable) of the SPS; 
 

(xi) "Investment Plan" means the investment plan for Tranche 1; 
 

(xii) "Involuntary Resettlement Safeguards" means the principles and requirements set forth in 
Chapter V, Appendix 2, and Appendix 4 (as applicable) of the SPS; 
 

(xiii) "Resettlement Plan" or "RP" means any resettlement plan for the Investment Program, 
including any update thereto, prepared and submitted by the Borrower pursuant to the 
requirements set forth in the RF and cleared by ADB; 
 

(xiv) "Safeguards Monitoring Report" means each report prepared and submitted by the 
Borrower to ADB that describes progress with implementation of, and compliance with, 
the EMPs, the RPs and the IPPF (as applicable), including any corrective and preventative 
actions; 
 

(xxii) "Safeguard Policy Statement" or "SPS" means ADB's Safeguard Policy Statement 
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(2009); 
 

(xxvi) 'Works" means construction or civil works to be financed out of the proceeds of the Facility, 
including services such as drilling or mapping, and project related services that are 
provided as part of a single responsibility or turnkey contract, but excluding consulting 
services. 

 


