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I. BACKGROUND 

1. Multitranche financing facility. On 25 September 2018, the Asian Development Bank 
(ADB) approved a multitranche financing facility (MFF) for the Tamil Nadu Urban Flagship 
Investment Program for an amount not exceeding $500 million.1 The program will develop priority 
water supply, sewerage, and drainage infrastructure in at least 10 cities in strategic industrial 
corridors in Tamil Nadu.2 The Municipal Administration and Water Supply Department (MAWS), 
acting through Tamil Nadu Urban Infrastructure Financial Services Limited (TNUIFSL), is the 
executing agency. The implementing agencies are urban local bodies (ULBs), the Chennai 
Metropolitan Water Supply and Sewerage Board, the Commissionerate of Municipal 
Administration, and the Tamil Nadu Water Supply and Drainage Board.3 The MFF’s availability 
ends on 30 June 2026. The MFF aims to address and support: 

(i) Rapid urbanization. Tamil Nadu is the most urbanized of India’s large states: 49% 
of the population lives in urban areas and it is projected to increase to 67% by 2030.4 
The MFF will address key urbanization challenges, including: (a) acute infrastructure 
deficits and low service levels, (b) water scarcity from recurring droughts linked to 
climate change, (c) environmental pollution, (d) weak capacity of ULBs to undertake 
operation and maintenance (O&M), (e) inadequate tariff revisions, and (f) weak 
governance.  

(ii) Low urban service levels. As of 2017, Tamil Nadu’s cities had (a) 48% of 
households served by piped water; (b) 20% of households with more than 80 liters 
of water per capita per day, compared with a national standard of 135 liters per capita 
per day; (c) 30% to 50% nonrevenue water; (d) 42% of households covered by a 
sewerage network; (e) wastewater treatment capacity at 43% of sewage generation; 
and (f) 50% urban drainage coverage.5  

(iii) Road map. Through its strategic documents, the Government of Tamil Nadu 
(GOTN) identified the following areas for making cities more livable: (a) mobilizing 
finance for urban infrastructure, (b) universal access to water and sanitation services, 
(c) accelerating green technologies, (d) climate-resilience, (e) advancing municipal 
reforms, (f) capacity building, and (g) supporting industrial corridors (footnote 4).  

(iv) Investment program. Vision Tamil Nadu 2023, the state government’s strategic 
plan for infrastructure development, estimated urban investment at $42.7 billion, with 
short-term needs at $4.46 billion. Given the large requirement, the state government 
requested ADB to support part of $1.268 billion equivalent investment under the MFF. 

(v) Policy framework. The Commissionerate of Municipal Administration’s mandate is 
to (a) help ULBs plan infrastructure to meet national service-level standards; and (b) 
advance urban reforms set forth in India’s Constitution (Seventy-fourth Amendment) 

 
1  ADB. 2018. Report and Recommendations to the President to the Board of Directors: Proposed Multitranche 

Financing Facility, Technical Assistance Grant, and Administration of Grant, India: Tamil Nadu Urban Flagship 
Investment Program. Manila. 

2 The project will include the following city corporations and municipalities (collectively referred to as cities): Ambur, 
Chennai, Coimbatore, Cuddalore, Rajapalayam, Thoothukudi, Tiruchirappalli, Tirunelveli, Tiruppur, and Vellore. 
Other cities eligible for support under the program are subject to compliance with selection criteria outlined in the 
framework financing agreement.  

3  In the case of lower capacity ULBs, namely Ambur, Coimbatore, Cuddalore, and Rajapalayam, the Tamil Nadu Water 
and Drainage Board will establish program implementation units (PIUs). The Tamil Nadu Water Supply and Drainage 
Board is a state agency with strong technical capacity.  

4 Government of Tamil Nadu. 2012. Twelfth Five-Year Plan Tamil Nadu, 2012–2017. Chennai; Government of Tamil 
Nadu. 2017. Tamil Nadu State Annual Action Plan (2017–2020). Chennai; Government of Tamil Nadu. 2012. Vision 
Tamil Nadu 2023: Strategic Plan for Infrastructure Development in Tamil Nadu. Chennai; and Government of Tamil 
Nadu. 2014. State Action Plan on Climate Change: Towards Balanced Growth and Resilience. Chennai. 

5  Government of Tamil Nadu. 2017. State Annual Action Plan, 2017–2020. Chennai. 
 

https://www.adb.org/sites/default/files/project-documents/49107/49107-003-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/49107/49107-003-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/49107/49107-003-rrp-en.pdf
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Act, 1992, focusing mostly on devolution of urban services and revenue generation 
to ULBs. The MFF supports these goals through investment, performance-based 
grants for governance improvement, and institutional capacity building support 
through technical assistance (TA). 

 
2. Tranches. Three tranches are sequenced based on readiness, absorptive capacity, and 
logical progression of investments, accompanied with capacity building and governance 
improvements. The MFF amount converted to loans is $169.0 million (34%) through the first 
periodic financing request, approved on 28 September 2018. Project 1 will develop water supply 
and sewerage facilities in six cities (Chennai, Coimbatore, Rajapalayam, Tiruchirappalli, 
Tirunelveli, and Vellore), strengthen capacity of the Commissionerate of Municipal Administration 
and ULBs, and improve urban governance and financial management through performance-
based grants in all 135 ULBs. The approved $1.0 million transactional TA will provide 
implementation and institutional capacity building support to ULBs under Project 1 and Project 2.6 
Project 2 will support water supply and sewerage facilities in five cities (Ambur, Madurai, 
Tiruchirappalli, Tiruppur, and Vellore), strengthen capacity of ULBs, and incentivize improved 
service delivery and innovation through performance-based grants in the 10 program ULBs.7 
Project 3 (2022) will include similar investments in three cities (Cuddalore, Tuticorin, and Chennai) 
and reflect the findings of ongoing ADB TA on climate resilience in project designs.8  
 
3. Proposed tranche. The Government of India submitted a second periodic financing 
request on 30 August 2019 for a loan amount of $206 million. The project is listed in the country 
operations business plan for India, 2019–2021.9  

 

4. Value added by ADB assistance. Project 2 design incorporates innovative approaches 
and lessons adopted from past urban projects, such as: (a) including household service 
connections in all water supply and sewerage contracts to ensure immediate use of new facilities 
and increase revenue;10 (b) using new technologies, such as smart water meters and systems for 
real-time monitoring, to address water management challenges; (c) expanding recycling of treated 
wastewater for industrial reuse; (d) employing extended O&M contracts for smooth sewage 
treatment plant (STP) start-up; (e) aligning urban investments with economic corridor 
development; (f) supporting climate resilient investments; and (g) achieving high project readiness.  
 

II. ASSESSMENT OF MULTITRANCHE FINANCING FACILITY IMPLEMENTATION 
 
5. Progress on roadmap. Tamil Nadu’s most recent budget for fiscal year (FY) 2019–2020, 
continued to prioritize investments in basic urban services like water supply, sewerage, and 
drainage to improve city livability. Of the $42.7 billion urban investment requirement in the 
roadmap, Tamil Nadu approved around $4.4 billion in urban projects, including $1.4 billion in 

 
6  ADB. 2018. India: Strengthening Institutional Capacity for Project Development and Urban Governance in Tamil 

Nadu. Manila. 
7  A drainage subproject in Chennai was dropped from Project 2 because of significant social safeguard impacts and 

replaced with a water supply subproject in Madurai. Madurai was not included in the original list of 10 cities and 
complies with the city selection criteria in schedule 4 of the framework financing agreement. 

8 ADB. 2015. Technical Assistance for Promoting Smart Drinking Water Management in South Asian Cities. Manila; 
and ADB. 2016. Technical Assistance for Strengthening Smart Water Management and Urban Climate Change 
Resilience in Tamil Nadu (Subproject 1). Manila. 

9   ADB. 2018. Country Operations Business Plan: India, 2019–2021. Manila.  
10 Slow connectivity was a key reason behind the less than successful rating of some ADB urban projects (Independent 

Evaluation Department. 2017. Country Assistance Program Evaluation: India, 2007–2015. Manila. ADB). This is a 
new approach for Tamil Nadu. 

 

http://www.adb.org/
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water supply and sanitation for FY2017–2018. A large share of financing comes from India’s 
national urban flagship programs.11 The projects are consistent with the policy priorities in the 
MFF roadmap. Tamil Nadu remains committed to establishing high-performing industrial corridors, 
a key feature of the roadmap, to increase manufacturing’s share of gross state domestic product 
from 17% in 2010 to 22% by 2023. This commitment is demonstrated by two other ADB projects 
in energy and transport that help develop the Chennai–Kanyakumari Industrial Corridor.12 The 
state demonstrated progress in improving financial sustainability with several initiatives to 
enhance ULB revenues, including increased property tax collection and user charges. In Chennai, 
the Chennai Metropolitan Water Supply and Sewerage Board increased the water tariff by 60% 
in 2018, the first increase since 1998, with annual increases of 5% to improve revenues.  
 
6. Improvements in policy framework. There was no change in the policy framework 
negatively affecting the viability or sustainability of the investment program. The recent MAWS 
Policy Note (2018–2019) continues to prioritize enhancements to ULB services delivery through 
investments in smart water systems, expansion of sanitation systems, and financing for O&M.13  
 
7. Strategic context. The MFF aligns with ADB’s country partnership strategy for India, 
2018–2022, particularly the growth pillars linked to India’s urban transformation:  
(i) boosting city competitiveness in economic corridors; (ii) providing inclusive services; and  
(iii) increasing climate change resilience. It also aligns with ADB Strategy 2030 priorities for 
making cities more livable, building climate resilience, and strengthening institutional capacity.14 

 
8. Progress of investment program. As of Q3 2019, Project 1 is on track with (i) contract 
award of $141.0 million (83%); (ii) disbursement of $8.9 million (5%); and (iii) physical progress 
of 10% against 18% time elapsed. The governance component (output 3) is expected to be on 
track by the fourth quarter (Q4) of 2019 after consultants are mobilized in November 2019.  

 
9. Progress of grant and technical assistance. The $2.0 million Asian Clean Energy Fund 
grant will develop a solar facility for the Coimbatore STP. The schedule is synchronized with the 
commissioning of the Coimbatore STP in March 2021. The $1.0 million grant (Technical 
Assistance Special Fund [TASF]-others) will strengthen the capacity of the Commissionerate of 
Municipal Administration and ULBs to improve urban governance and service delivery (footnote 
7). A consulting firm (estimated $0.6 million) funded by the TA was mobilized in July 2019. 
 
10. Compliance with undertakings and loan covenants. The loan agreement was signed 
on 16 November 2018, and some covenants are not yet due, including those on audits, financial 
sustainability, and O&M. Other covenants assessed as complied with include those related to 
implementation arrangements, subproject selection criteria, counterpart funds, project accounts, 
procurement, anticorruption, reporting, and safeguards. Staff is closely monitoring compliance.  
 
11. Safeguards and gender. Due diligence shows compliance with ADB safeguard 
requirements. Staff is closely monitoring occupational health and safety during construction. The 
initial environmental examinations and environmental management plans are part of bid 

 
11  Government of Tamil Nadu. 2019. Annual Budget Speech: 2019–2020. Chennai. 
12  The two projects include: Chennai–Kanyakumari Industrial Corridor Power Sector Investment Project (approved by 

ADB Board on 4 November 2019), and Tamil Nadu Industrial Connectivity Project (2020). 
13  Government of Tamil Nadu. 2019. Municipal Administration and Water Supply Department Policy Note (2018–2019). 

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

Manila. 

https://www.adb.org/documents/strategy-2030-prosperous-inclusive-resilient-sustainable-asia-pacific
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documents. Implementation of gender action plans has not yet started and is subject to timely 
mobilization of the governance improvement and awareness consultant. 
 

III. PERIODIC FINANCING REQUEST 
 
A. Impact and Outcome 
 
12. Project 2 is aligned with the following impacts: (i) universal access to basic water and 
sanitation services achieved; (ii) world-class cities and industrial corridors across the state 
developed; and (iii) reduced vulnerability to climate change in urban areas achieved.15 Project 2 
will have the following outcome: livability and climate resilience in selected cities in priority 
industrial corridors enhanced.16 
 
B. Outputs 

13. Output 1: Climate-resilient sewage collection and treatment, and drainage systems 
developed in four cities. 17  Works in Tiruchirappalli, Ambur, Tiruppur, and Vellore include  
(i) 2 new STPs with combined treatment capacity of 72.71 million liters per day (MLD) constructed; 
(ii) 1 STP (15 MLD) rehabilitated; (iii) 1,328 kilometer (km) of new sewage collection pipelines 
constructed, with 100% (152,593) households connected; (iv) 25 pump stations and 44 lift stations 
(total capacity of 3,690 kilowatt [kW]) constructed; and (v) 8 all-female community-based water 
and sanitation committees formed (2 per city). The breakdown by city is: (i) in Tiruchirappalli, 348 
km of new sewage collection system constructed, 32,000 households connected, and 7 pump 
and 11 lift stations constructed; (ii) in Ambur, 116 km of new sewage collection system constructed, 
17,400 households connected, 2 pump and 1 lift stations constructed, and 16.71 MLD STP 
constructed with 3 MLD treated wastewater reused; (iii) in Tiruppur, 576 km of new sewage 
collection system constructed, 74,293 households connected, 13 pump and 27 lift stations 
constructed, 1 new 56 MLD STP constructed, and a 15 MLD STP rehabilitated; and (iv) in Vellore, 
288 km of new sewage collection system constructed, 28,900 households connected, and 3 pump 
and 5 lift stations constructed.18  
 
14. Output 2: Water supply systems in two cities improved with smart features. Works 
in Tiruppur and Madurai include: (i) 1,260 km of new distribution pipelines commissioned with 
100% households connected (188,900 households) in 66 newly established district metering 
areas with smart water features to reduce nonrevenue water; (ii) 66 new reservoirs with combined 
capacity of 92 million liters constructed; (iii) 3 pump stations (combined capacity of 7,225 kW) 
constructed; (iv) 196 km new transmission mains and 230 km of feeder mains constructed;  
(v) 2 new intakes and 2 new water treatment plants of combined capacity of 321 MLD constructed; 
and (vi) improved knowledge and skills in nonrevenue water reduction  reported  by at least 80% 
of technical staff of implementing agencies in two cities, with 75% women participation.19 The 

 
15  Government of Tamil Nadu. 2012. Vision Tamil Nadu 2023: Strategic Plan for Infrastructure Development in Tamil 

Nadu. Chennai; Government of Tamil Nadu. 2015. Tamil Nadu Sustainable Water Security Mission. Chennai; and 
Government of Tamil Nadu. 2014. State Action Plan on Climate Change: Towards Balanced Growth and Resilience. 
Chennai. 

16 The design and monitoring framework is in Appendix 1. Five cities (Ambur, Tiruppur, Vellore, Madurai, and 
Tiruchirappalli) will be targeted for investment. All 10 program cities will be targeted for the capacity development. 

17  There is no drainage subproject planned in Project 2. Drainage subprojects are planned in Project 3.  
18  In Tiruchirappalli and Vellore sewerage subprojects, the sewage collected under Project 2 will be treated by STPs 

developed under Project 1. 
19 Madurai was not included in the original list of 10 cities (footnote 8) under the MFF and complies with the city and 

subproject selection criteria in schedule 4 of the framework financing agreement. Smart water features include: 
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breakdown by city is: (i) in Tiruppur, 1,060 km of distribution pipelines in 29 district metering areas, 
29 storage reservoirs, two pump stations (5975 kW), 46 km of transmission mains, 121 km of 
feeder mains, and a new intake with 196 MLD water treatment plant; and (ii) in Madurai, 200 km 
of distribution pipelines in 37 district metering areas, 37 storage reservoirs, one pump station 
(1250 kW), 150 km transmission mains, 109 km feeder mains, and a new intake structure with 
125 MLD water treatment plant. 
 
15. Output 3: Institutional capacity, public awareness, and urban governance in ten 
cities strengthened. A performance-based grant program for 10 program cities will incentivize  
(i) household connections for water and sewerage projects, (ii) timely completion of subprojects 
under the MFF per the original implementation schedule, (iii) actions in fecal sludge management 
in areas not covered by the central sewerage system, (iv) reuse of treated wastewater, and 
(v)  gender action plan implementation. Output 3 includes targets to improve awareness of water 
conservation and hygiene, urban data management to facilitate collection of taxes and tariffs, and 
knowledge on mainstreaming gender.20 
 
C. Summary Cost Estimates and Financing Plan 
 
16. Project 2 is estimated to cost $593.0 million (Table 1). Detailed cost estimates by 
expenditure category and by financier are included in the project administration manual.21 

 
Table 1: Summary Cost Estimates 

($ million) 
Item  Amounta 
A.  Base Costsb  

 1. Climate-resilient sewage collection and treatment, and drainage systems developed in four cities 180.08  
 2. Water supply systems in two cities improved with smart features 305.65   
3. Institutional capacity, public awareness, and urban governance in 10 cities strengthened   23.03  

 Subtotal (A)  508.76  
B.  Contingenciesc   62.51  
C.   Financial Charges During Implementationd    21.73 

Total (A+B+C)  593.00 
a In mid-2019 prices as of 30 May 2019 using the exchange rate of $1 = ₹70.0. 
b Includes taxes and duties of $49.61 million to be financed from government resources by cash contribution.  
c Physical contingencies are computed at 5.0% for civil works and equipment. Price contingencies are computed at 

an average of 1.5%–1.6% on foreign exchange costs and 5.0% on local currency costs and includes provision for 
potential exchange rate fluctuation under the assumption of a purchasing power parity exchange rate. 

d Includes interest and commitment charges. Interest during construction for the ADB loan has been computed at the 
5-year US dollar fixed-swap rate plus a spread of 0.5% and a maturity premium of 0.2%. Commitment charges for 
the ADB loan are 0.15% per year to be charged on the undisbursed loan amount.  

Source: Asian Development Bank estimates. 
 
17. The government submitted a periodic financing request on 30 August 2019 for a second 
tranche of the MFF comprising a regular loan of $206.0 million with a 25-year term, including a 
grace period of 5 years, 10% annuity repayment method, an annual interest rate determined in 

 
electromagnetic flow meters; distribution management, based on district metering areas, with 100% metering; 
supervisory control and data acquisition systems; and energy-efficient water pumps. 

20 The ten program cities include: Ambur, Coimbatore, Cuddalore, Madurai, Rajapalayam, Thoothukudi, Tiruchirappalli, 
Tirunelveli, Tiruppur and Vellore. Chennai is not included since it does not fall under the Commissionerate of 
Municipal Administration’s mandate. Non-program ULBs with functioning wastewater systems are also included for 
the wastewater reuse target only. Reuse of treated wastewater will be promoted to all ten program cities. At least 
one city (Ambur) is expected to reuse 3,000 cubic meters per day of treated wastewater for industrial purposes.  

21  The project administration manual is in Appendix 4. 
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accordance with ADB’s London interbank offered rate (LIBOR)-based lending facility, a 
commitment charge of 0.15% per year, a maturity premium of 0.2%, and such other terms and 
conditions set forth in the loan and project agreements.22  
 
18. The summary financing plan is in Table 2. ADB will finance the expenditures in relation to 
works and equipment, consulting services, and performance-based governance improvement. 
The Government of India will onlend the ADB loan proceeds to the Government of Tamil Nadu. 
The state government and project ULBs will contribute $387.0 million to finance taxes and duties, 
road restoration, land acquisition and resettlement, incremental administration costs, 
contingencies, financing charges during implementation, and part of the works and equipment. 
Government of India has provided ADB with: (i) reasons for its decision to borrow under ADB’s 
LIBOR-based lending facility based on the terms and conditions, and (ii) an undertaking that the 
choice was its own decision and not made based on any communication or advice from ADB. 
 

Table 2: Summary Financing Plan 

Financing Source 
Amount 

($ million) 
Share of Total 

(%) 
Asian Development Bank   
   Ordinary capital resources (regular loan) 206.0   34.7% 
Government of Tamil Nadu 387.0 65.3% 
                                                      Total 593.0 100.0% 

Source: Asian Development Bank estimates. 
 
19. Climate mitigation is estimated to cost $174.5 million and climate adaptation is estimated 
to cost $60.9 million. ADB will finance 41.1% of such costs.23  
 
D. Implementation Arrangements 

20. The implementation arrangements are summarized in Table 3 and described in detail in 
the project administration manual (footnote 21). 
 

Table 3: Implementation Arrangements for Project 2  
Aspects Arrangements 
Implementation period December 2019–December 2025 
Estimated completion date  December 2025 
Estimated loan closing date June 2026 
Management 

(i)  Oversight body Program steering committee 
Principal secretary, MAWS (chair) 
Heads of CMA, TNUIFSL, TUFIDCO, and TWAD (members) 

(ii)  Executing agency MAWS through TNUIFSL  
(iii)  Key implementing agencies 5 ULBs (Ambur, Vellore, Trichy, Madurai, and Tiruppur), CMA, TWAD 
(iv)  Implementation unit Program management unit in TNUIFSL, 10 staff  

Program implementation units in CMA, TWAD (for Ambur), and 4 ULBs 
(Vellore, Trichy, Madurai, and Tiruppur), five staff each 

 
22  A maturity-based premium of 0.2% per annum payable to ADB is based on the loan term and the government’s 

repayment method. 
23 The Climate Risk Assessment and Management Report is in Supplementary Appendix B. Estimated climate costs 

were derived from designs. Measures include: (i) mitigation: greenhouse gas reduction through new sewage 
collection and treatment systems, maximizing gravity flow in bulk water systems to save energy and avoid carbon 
dioxide emissions  (28,498 tons per annum); and (ii) adaptation: 100% household connections to prevent flooding 
during extreme rainfall events, reuse of wastewater to lower water demand during droughts, and nonrevenue water 
reduction to enhance water conservation. 
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Aspects Arrangements 
Procurement ICB or NCB goods 0 contracts $0.0 million 

ICB works 5 contracts $235.76 million 
NCB works 13 contracts $227.14 million 

Construction management and 
supervision consulting services 

QCBS (90:10) 168 person-
months 

$2.68 million 

Retroactive financing and/or 
advance contracting 

Advance contracting is requested for civil works and consultant packages. 
Retroactive financing will be up to 20% of the ADB loan amount for eligible 
expenditures incurred no more than 12 months before signing of the loan 
agreement. 

Disbursement The loan proceeds will be disbursed following ADB’s Loan Disbursement 
Handbook (2017, as amended from time to time) and detailed arrangements 
agreed between the government and ADB. 

ADB = Asian Development Bank, CMA = Commissionerate of Municipal Administration, ICB = international competitive 
bidding, MAWS = Municipal Administration and Water Supply Department, NCB = national competitive bidding,  
QCBS = quality and cost-based selection, TNUIFSL = Tamil Nadu Urban Infrastructure Financial Services Limited, 
TUFIDCO = Tamil Nadu Finance and Infrastructure Development Corporation, TWAD = Tamil Nadu Water Supply and 
Drainage Board, ULB = urban local body.  
Source: Asian Development Bank. 
 
E. Project Readiness 

21. Project readiness is high with (i) 11 out of 18 works packages awarded;  
(ii) the remaining 7 works packages to be awarded by Q2 2020; (iii) one supervision consultant 
package awarded in October 2019; and (iv) the program management unit (PMU) and program 
implementation units (PIUs) staffed.24  

 
IV. DUE DILIGENCE 

 
A. Technical 
 
22. ADB found all subprojects technically robust, based on a comprehensive review of 
feasibility studies, cost estimates, and site investigations. All subprojects were confirmed to be in 
accordance with schedule 4 of the framework financing agreement.25 Appraisal criteria included 
(i) rationale and relevance, benefits, and ease of implementation and O&M; (ii) technical 
alternatives and their viability; (iii) life cycle costs; (iv) maximizing beneficiary coverage, including 
the poor; (v) minimizing adverse environmental, social, and climate change impacts; and 
(vi) optimizing project readiness. TNUIFSL assessed the viability of existing facilities, such as 
STPs, and incorporated them into the new systems through renovation and expansion. TA 
consultants and contractors will deliver training on O&M. 
 
B. Economic and Financial 
 
23. Economic analysis. The economic rationale for government intervention is sound. 
Project 2 aims to provide stronger and more sustainable water supply and sewerage services in 
five project cities. The estimated economic internal rates of return of the six subprojects under 
Project 2 are 13.9%–20.0%, while the combined economic internal rate of return is 15.4%, higher 
than the economic opportunity cost of capital of 9.0%, indicating significant economic returns. The 
sensitivity analysis revealed satisfactory results, except under a scenario combining all downside 
risks for one water supply subproject: 20% capital cost overrun, 20% O&M cost overrun, 20% 

 
24  The percentage of packages is the percentage of package value.  
25  ADB 2018. Report and Recommendations of the President to the Board of Directors: Proposed Multitranche 

Financing Facility India for Tamil Nadu Urban Flagship Investment Program. Framework Financing Agreement 
(accessible from the list of linked documents in Appendix 2). Manila. 
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decline in estimated benefits, and 1-year delay in implementation. Its economic viability will further 
increase if the analysis includes unquantifiable benefits like environmental improvements.  
 
24. Financial analysis. A financial assessment determined how to ensure the sustainability 
of all subprojects. All subprojects are unlikely to generate adequate revenues for full cost recovery 
of O&M without regular tariff revisions posing substantial risk to the project’s sustainability.26 The 
state government is committed to ensure gap funding for O&M of subprojects through budgetary 
allocations to ULBs. ULBs will prepare systematic plans to achieve full cost recovery of O&M with 
targets on (i) adoption of a tariff structure more in line with costs, (ii) reduction of nonrevenue 
water and operations costs, and (iii) improved billing and collection efficiency. The plans will also 
define requirements for intergovernmental transfers. 27 Project 2 incentivizes ULBs through a 
performance-based grant to (i) improve collection efficiency of tariffs and taxes, (ii) sell treated 
wastewater for industrial reuse, and (iii) increase household connections.28 TNUIFSL will closely 
monitor project ULBs’ performance against measurable indicators agreed between ADB and the 
executing agency. 
 
C. Governance 
 
25. Financial management. A financial management assessment concluded that the 
executing agency and implementing agency can undertake the financial management of ADB-
financed projects. TNUIFSL has extensive experience handling large-scale development partner-
supported projects. TNUIFSL and project ULBs have an established legal, institutional, and 
monitoring framework for budgeting, accounting, and auditing. Overall risk for the investment 
program is assessed moderate and will be mitigated through (i) training to enhance  financial 
management capacity of TNUIFSL and ULBs; and (ii) obtaining state government’s commitment 
to set up the PMU and PIUs in a timely manner, and assigning adequate and qualified financial 
staff to the PMU and PIUs. The financial expert in governance improvement and awareness 
consultant recruited under Project 1 will continue to provide support and guidance in Project 2. 
 
26. Procurement. Procurement of civil works and goods will follow ADB’s Procurement 
Guidelines (2015, as amended from time to time). The procurement of consultants will follow 
ADB’s Guidelines on the Use of Consultants (2013, as amended from time to time). 29 
Procurement risk is assessed medium. The Tamil Nadu Water Supply and Drainage Board and 
ULBs have mixed experience in procurement of large works, while the TNUIFSL has extensive 
experience and will provide oversight support.  
 
27. Anticorruption. ADB’s Anticorruption Policy (1998, as amended to date) was explained 
to and discussed with the government and the TNUIFSL. Specific policy requirements and 
supplementary measures are described in the project administration manual (footnote 21). Based 
on risk assessments, some of the mitigation measures incorporated in the program design aim to 
(i) establish a mechanism for regular voluntary disclosure of relevant information; (ii) develop and 
update a website to enhance transparency in project implementation, procurement, and 
safeguards; and (iii) establish a mechanism to ensure effective resolution of grievances. 
 

 
26 The financial sensitivity analysis and mitigation measures are in Supplementary Appendix D. 
27  The target dates of December 2020 and 2022 are for the ULBs added in tranche 2. Target dates shall remain 

December 2019 and December 2021 for tranche 1 ULBs. 
28  Project 1 includes governance improvement and institutional capacity building support to all project ULBs in the State 

and an attached transaction TA will further strengthen program ULB capacity in O&M and sustainability.  
29  The concept paper was approved in 2015 prior to the cut-off date (1 July 2017) of the new procurement policy (2017). 
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D. Poverty, Social, and Gender 
 
28. Project 2 will help achieve Sustainable Development Goal 6 (access to clean water and 
sanitation for all) and indirectly help reduce poverty. Pro-poor designs include providing water and 
sanitation services to slums, awareness campaigns in poor communities, and skill training to poor 
and affected persons under the project. Project 2 is classified effective gender mainstreaming. 
Gender features include (i) increasing women’s access to safe water and sanitation; (ii) providing 
leadership development to women and increasing their representation in decision-making bodies; 
(iii) gender-related capacity building for ULB officials; (iv) promoting equitable access to project 
employment opportunities including in ULBs; and (v) collecting sex-disaggregated data from 
ULBs. The Commissionerate of Municipal Administration and ULBs will implement a gender 
action plan with support of consultants recruited under Project 1.30  
 
E. Safeguards 
 
29. Safeguard documents are disclosed in local communities, and on ADB and project 
websites.31 Implementing agencies conducted meaningful public consultations and a grievance 
redress mechanism will address issues in a timely and effective manner. The TNUIFSL has 
demonstrated the capacity and commitment to adequately monitor safeguards and will submit 
semiannual safeguard monitoring reports to ADB. PIUs will receive safeguard training and support 
from consultants. In compliance with ADB’s Safeguard Policy Statement (2009), the safeguard 
categories of Project 2 are as follows: 32 
 
30. Environment (category B). Six initial environmental examinations, prepared following the 
environmental assessment and review framework, show that anticipated impacts during 
construction are temporary and will be adequately avoided or minimized through proven 
measures and practice, outlined in the environmental management plans. 33  Any permanent 
impacts during operations such as sludge residuals from treatment, while not significant, will be 
mitigated through standard operating procedures. An environmental audit of the existing Tiruppur 
STP found no major issues. 34  The initial environmental examinations for bulk water supply 
subprojects in Madurai and Tiruppur found no significant impact on water availability for 
downstream users. In Vellore and Tiruchirappalli, significant impacts (e.g., vibration) from works 
within the regulated areas of protected monuments will be avoided by (i) appointing an 
archaeological expert to assess impacts and supervise construction, and (ii) obtaining permission 
from the Archaeological Survey of India on proposed designs.35 
 
31. Involuntary resettlement (category B). Five draft resettlement plans and one due 
diligence report, prepared by the implementing agencies following the resettlement framework, 
adequately address (i) potential temporary loss of income to 2,691 street vendors, including 1,428 
vulnerable persons on pipe alignments; and (ii) permanent impacts to three business owners and 

 
30 The gender action plan is in Appendix 22. 
31  Draft initial environmental examinations and resettlement plans will be finalized based on detailed designs and 

surveys and approved by ADB. 
32 The safeguard documents are in Appendixes 10–21. 
33 The environmental assessment review framework remains relevant and there are no recently notified environmental 

regulations requiring its revision. 
34 Corrective actions in the environmental management plan include odor control, hydrogen sulfide management, and 

sludge management. 
35 Civil works will occur within the 300-meter zone regulated by the Archeological Society of India but not within or 

adjacent to the protected monuments. Initial environmental examinations include mitigation measures to ensure no 
damage to protected monuments. 
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one residential household (structure loss). Implementing agencies will obtain the total land 
required (19.33 hectares, of which 14.58 hectares is government land and 4.75 hectares is 
private) through negotiated settlement and land donation from 10 owners (43 affected persons) 
with third-party verification. 
 
32. Indigenous peoples (category C). Project 2 does not impact on indigenous peoples. 
 
F. Summary of Risk Assessment and Risk Management Plan 
 
33. Significant risks and mitigating measures are summarized in Table 4 and described in 
detail in the risk assessment and risk management plan.36  

 
Table 4: Summary of Risks and Mitigating Measures 

Risks Mitigation Measures 
Water shortages arising from 
extreme drought beyond 
projections undermine 
performance of water and 
sewerage facilities. 

Project includes climate change adaptation measures to reduce water loss, 
monitor consumption, and reuse treated wastewater. Tamil Nadu is also 
implementing projects to augment water supply in program cities. 

Inadequate ULB revenue 
undermines sustainability of 
water supply and sanitation 
services. 

Government of Tamil Nadu and project ULBs agreed, through the loan agreement 
with ADB, to prepare and implement systematic plans to enhance revenues and 
reduce costs for improving O&M cost recovery, focusing on (i) adopting 
volumetric billing and tariff structure more in line with costs, and (ii) reducing 
nonrevenue water and operations costs. Government of Tamil Nadu committed to 
continue gap funding through transfers to sustain O&M where shortfalls exist. 

ADB= Asian Development Bank, O&M= operation and maintenance, ULB= urban local body. 
Source: Asian Development Bank. 
 

V. ASSURANCES AND CONDITIONS 

34. The Government of India, GOTN, MAWS, and the TNUIFSL have assured ADB that 
implementation shall conform to all applicable ADB policies, including those concerning 
anticorruption measures, safeguards, gender, procurement, consulting services, and 
disbursement as described in detail in the project administration manual and loan documents.  
 
35. The Government of India, GOTN, MAWS, and the TNUIFSL have given certain 
undertakings for the MFF, which are set forth in the framework financing agreement. Specific 
covenants agreed by the Government of India, GOTN, MAWS, and the TNUIFSL with respect to 
individual tranches under the MFF are set forth in the loan agreement and project agreement for 
the Project 2. 
 

VI. THE PRESIDENT’S DECISION 

36. On the basis of the approval by ADB’s Board of Directors for the provision of loans under 
the multitranche financing facility in an aggregate principal amount not exceeding the equivalent 
of $500,000,000, to India for the Tamil Nadu Urban Flagship Investment Program, the President 
has approved the tranche as described in para. 16 and such other terms and conditions as are 
substantially in accordance with those set forth in the draft loan and project agreements. 
 
 

Takehiko Nakao 
President 

26 November 2019
 

36  The updated risk assessment and risk management plan is in Appendix 23. 
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DESIGN AND MONITORING FRAMEWORK FOR PROJECT 2 
Impacts the Project is Aligned with 
(i) Universal access to basic water and sanitation services achieved (Vision Tamil Nadu 2023)a 
(ii) World-class cities and industrial corridors across the state developed (Vision Tamil Nadu 2023)a 
(iii) Reduced vulnerability to climate change in urban areas achieved (Tamil Nadu Sustainable Water Security Mission, State 
Action Plan on Climate Change)b 

 

Results Chain 
Performance Indicators with Targets and 

Baselines 

Data Sources 
and Reporting 
Mechanisms Risks 

Outcome 
Livability and climate resilience 
in selected cities in priority 
industrial corridors enhancedc 

 

By 2026: 
a. Collection and treatment of sewage in project 
coverage areas of four cities increased to 100% of 
householdsd (2019 baseline: sewage collected from 
0% of households in coverage areas)  
 
b. Frequency and duration of piped water supply 
improved to at least 6 hours/day provided to 100% 
of households in project coverage area in two cities 
(Madurai and Tiruppur) (2019 baseline: 65.8% in 
Madurai and 61.4% in Tiruppur with water for 1 
hour/day or less, 22.5% in Madurai and 38.4% in 
Tiruppur with water for 4 hours/day or less, 57% of 
households in Madurai and 73% in Tiruppur 
connected to piped water)  
 
c. Nonrevenue water in coverage areas in two cities 
(Madurai and Tiruppur) reduced to 20% (2019 
baseline: on average 30%)  
 
d. At least 28,498 tons of carbon dioxide equivalent 
per year in greenhouse gas emissions avoided 
(2019 baseline: 0)  
 
e. At least 3,000 cubic meters/day of treated 
wastewater reused for industrial purposes in at least 
one city (Ambur) (2019 baseline: 0) 

 
f. Collection efficiency of water supply user fees in 
project areas in Madurai increased to 90% and in 
Tiruppur maintained at 90% (2019 baseline: 
Madurai, 76%; Tiruppur, 90%) and collection 
efficiency of sewerage user fees  increased in 
Ambur to 67%, in Tiruchirappalli to 81%, in Tiruppur 
to 90%, and in Vellore to 66% (2019 baseline: 0% in 
Ambur, Tiruchirappalli, Tiruppur, and Vellore)  

 
a–f. Program 
quarterly progress 
reports. 

 
Water shortages 
arising from extreme 
drought beyond 
projections 
undermine 
performance of water 
supply and sewerage 
facilities. 
 
No regular revisions 
of water and 
sewerage tariffs will 
constrain the 
sustainability of 
services. 
 

Outputs 
1. Climate-resilient sewage 
collection and treatment and 
drainage systems developed in 
four cities (Ambur, 
Tiruchirappalli, Tiruppur, and 
Vellore) 

 
 
 
 
 
 
 
 
 
 
 

By December 2025 
1a. One existing STP with capacity of 15 MLD 
rehabilitated (Tiruppur), and two new STPs (Ambur 
and Tiruppur) with total capacity of 72.71 MLD 
added (2019 baseline: rehabilitated: NA, new: 0)  
 

1b. A total of 1,328 km of new sewage collection 
pipelines commissioned and connected to 152,593 
households in four ULBs (Ambur, Tiruchirappalli, 
Tiruppur, and Vellore) including 100% poor and 
women-headed households in the coverage area 
(2019 baseline: 0)  
 
1c. A total of 25 sewage pump stations and 44 lift 
stations in four ULBs (Ambur, Tiruchirappalli, 
Tiruppur, and Vellore) with capacity of 3,690 
kilowatts added (2019 baseline: 0)  
 

 
1a–c. Periodic 
ULB records and 
project quarterly 
progress reports  
 
 
1d. Pre-and post-
training surveys 
 
 
 
 
 
 
 
 
 

 
Extreme monsoons 
and sudden price 
surges of materials 
beyond projections 
result in cost 
overruns and delays 
in civil works 
completion. 
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Results Chain 
Performance Indicators with Targets and 

Baselines 

Data Sources 
and Reporting 
Mechanisms Risks 

 
 
 
 
 
 
 
 
2. Water supply systems in two 
cities (Madurai and Tiruppur) 
improved with smart features 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. Institutional capacity, public 
awareness, and urban 
governance in ten cities 
strengthened 

1d. Eight (two per city in four ULBs: Ambur, 
Tiruchirappalli, Tiruppur, and Vellore) all-female 
community-based water and sanitation committees 
formed and improved knowledge of benefits of 
household connection to sewage collection system 
reported by at least 80% of trained members (2019 
baseline: 0)  
 
By December 2025 
2a. A total of 1,260 km new water distribution 
pipelines commissioned within 66 new district 
metered areas and metered connections provided to 
188,900 households in Tiruppur and Madurai (100% 
households including poor and women-headed 
households in coverage area) (2019 baseline: 0)  
 
2b. Three new pump stations (Tiruppur and 
Madurai) with combined capacity of 7,225 kilowatts 
installed, and 196 km of new transmission mains 
maximizing gravity flow in Madurai, and 230 km of 
feeder mains constructed (2019 baseline: 0) (RFI 7) 
 
2c. A total of 66 new reservoirs (Tiruppur and 
Madurai) with combined capacity of 92 million liters 
constructed (2017 baseline: 0)  
 
2d. Two new intakes and two new water treatment 
plants with combined capacity of 321 MLD installed 
in Tiruppur and Madurai (2019 baseline: 0)  
 
2e. At least 80% technical staff from each 
implementing agency in two cities (Madurai and 
Tiruppur) reported improved knowledge and skills in 
nonrevenue water reduction, with 75% participation 
of women technical staff in trainings (2019 baseline: 
0) 
 
3a. By 2025, 300 students, teachers, and 
administrators (at least 50% women); and improved 
awareness on water conservation and hygiene 
reported by at least 50% of members of 12 women 
groups in three cities (Ambur, Madurai and Tiruppur) 
(2019 baseline: 0) e   
 
3b. By 2023, new database on urban management 
for three project cities (Ambur, Madurai, and 
Tiruppur) established at the urban data and 
governance improvement cell in CMA, with sex-
disaggregated data where applicable (2019 
baseline: 0) e   

 
3c. By 2025, improved knowledge on approaches to 
integrating gender in urban governance, 
implementing gender action plans, and monitoring 
and reporting on gender equality results, reported by 
30 ULB staff (including at least 80% of eligible 
women staff) for three project cities (Ambur, 
Madurai, and Tiruppur) (2019 baseline: 0) e   

 

 
 
 
 
 
 
 
 
 
2a–d. ULB 
records and 
project quarterly 
progress reports 
 
2e. Pre- and post-
training survey 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3a. Pre- and post-
awareness 
campaign sample 
survey 
 
 
3b–e. Project 
quarterly progress 
reports 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Competing priorities 
within ULBs, and 
staff turnover hinder 
participation in 
capacity building. 
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Results Chain 
Performance Indicators with Targets and 

Baselines 

Data Sources 
and Reporting 
Mechanisms Risks 

3d. By 2025, agreements with industry for treated 
wastewater reuse signed by at least four cities under 
the performance-based grant (2019 baseline: 0) 
 
3e. By 2025, fecal sludge management, in areas not 
covered by centralized sewerage systems, 
implemented by at least five cities under the 
performance-based grant (2019 baseline: 0) 

 

Key Activities with Milestones 
1. Climate-resilient sewage collection and treatment, and drainage systems developed in four cities (Ambur, 

Tiruchirappalli, Tiruppur, and Vellore) 
1.1 Award all sewerage contracts by May 2020, complete all civil works by November 2025, and conduct user satisfaction 

surveys by September 2025. 
2. Water supply systems in two cities (Madurai and Tiruppur) improved with smart features 
2.1 Award all water supply contracts by Q2 2020, complete all civil works by November 2025, and conduct user satisfaction 

surveys by September 2025. 
2.2  Mobilize nonrevenue water contractors to train implementing agencies in nonrevenue water. 
3. Institutional capacity, public awareness, and urban governance in ten cities strengthened 
3.1 Evaluate reform indicators and decide on incentives annually through September 2025. 
3.2  Conduct pre-training surveys by July 2020 and post-training surveys by October 2020 to measure increased awareness and 

knowledge of water conservation and hygiene from awareness activities. 
Project Management Activities   
Mobilize technical assistance consultants 
Mobilize governance improvement and awareness consultant under Project 1 to establish new databases by November 2019 
Inputs 
Asian Development Bank: $206 million (regular ordinary capital resources loan) 
Government: $387 million 
Assumptions for partner financing: Not applicable 

 

CMA = Commissionerate of Municipal Administration, km = kilometer, MLD = million liters per day, RFI = results framework 
indicator, STP = sewerage treatment plant, ULB = urban local body 
a Government of Tamil Nadu. 2012. Vision Tamil Nadu 2023: Strategic Plan for Infrastructure Development in Tamil Nadu. 

Chennai.  
b Government of Tamil Nadu. 2015. Tamil Nadu Sustainable Water Security Mission. Chennai; and Government of Tamil Nadu. 

2014. State Action Plan on Climate Change: Towards Balanced Growth and Resilience. Chennai. 
c Five cities (Ambur, Tiruppur, Vellore, Madurai, and Tiruchirappalli) will be targeted for investment. All 10 program cities will be 

targeted for the capacity development.  
d   Cities are Ambur, Tiruchirappalli, Tiruppur and Vellore. Based on output target 1b, 100% of households is 152,580. 
e     Output indicators 3a, 3b, and 3c cover three cities in Project 2 (Ambur, Madurai, Tiruppur) and are aligned with the multitranche 

financing facility design and monitoring framework (footnote 1) with implementation support from  
Project 1. The other Project 2 cities (Vellore, Tiruchirappalli) are covered under the same indicators in the Project 1 design 
and monitoring framework (RRP main text, footnote 1).  

 
Contribution to ADB Results Framework: To be determined 
Source: Asian Development Bank. 
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LOAN AGREEMENT 
(Ordinary Operations) 

 
 
 LOAN AGREEMENT dated ______________ between INDIA acting by its 
President (“Borrower”), and ASIAN DEVELOPMENT BANK (“ADB”). 
 
  WHEREAS 
 

(A)  by a framework financing agreement dated 20 July 2018 between the 
Borrower and ADB, ADB has agreed to provide a multitranche financing facility to the Borrower 
for purposes of financing projects under the Tamil Nadu Urban Flagship Investment Program 
(“Investment Program”); 

   
(B) by a periodic financing request dated 29 August 2019, the Borrower has 

applied to ADB for a loan for the purposes of the Project described in Schedule 1 to this Loan 
Agreement;  

 
(C) the Project will be carried out by the State of Tamil Nadu acting through 

the Tamil Nadu Urban Infrastructure Financial Services Limited (“TNUIFSL”), (“EA” or “Project 
Executing Agency”), and for this purpose the Borrower will make available to the State, the 
proceeds of the Loan provided for herein upon terms and conditions mutually satisfactory to 
ADB and the Borrower; and 
 
  (D) ADB has agreed to make a loan to the Borrower from ADB’s ordinary 
capital resources upon the terms and conditions set forth herein and in the Project Agreement 
of even date herewith

 
between ADB on the one part, and the State and TNUIFSL on the other 

part; 
  
  NOW THEREFORE the parties hereto agree as follows: 

 
 
 

ARTICLE I 
 

Loan Regulations; Definitions 
 
 
  Section 1.01.  All the provisions of ADB’s Ordinary Operations Loan 
Regulations, dated 1 January 2017 (“Loan Regulations”), are hereby made applicable to this 
Loan Agreement with the same force and effect as if they were fully set forth herein.  

   
 
  Section 1.02.  Wherever used in this Loan Agreement, the several 
terms defined in the Loan Regulations have the respective meanings therein set forth unless 
modified herein or the context otherwise requires. Additional terms used in this Loan 
Agreement have the following meanings:  
 

(a) “CMA” means the Commissionerate of Municipal Administration in the 
State; 
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(b) “Consulting Guidelines” means the Guidelines on the Use of 
Consultants by Asian Development Bank and its Borrowers (2013, as 
amended from time to time); 

 
(c) “Consulting Services” means the services to be financed out of the 

proceeds of the Loan as set out in the Procurement Plan, and to be 
financed out of the proceeds of the Loan; 

 
(d) “Environmental Assessment and Review Framework” or “EARF” means 

the environmental assessment and review framework for the Investment 
Program, including any update thereto, prepared and submitted by the 
Borrower through the EA and cleared by ADB, and incorporated by 
reference in the FFA; 

 
(e) “Environment Management Plan” or “EMP” means the environmental 

management plan for the Project, including any update thereto, 
prepared and submitted by the Borrower through the EA, cleared by 
ADB, and incorporated in the IEE; 

 
(f) “Environmental Safeguards” means the principles and requirements set 

forth in Chapter V, Appendix 1, and Appendix 4 (as applicable) of the 
SPS;  

 
(g) “Facility” means the multitranche financing facility provided by ADB to 

the Borrower for purposes of financing projects under the Investment 
Program; 

 
(h) “FFA” means the framework financing agreement dated 20 July 2018, 

as amended from time to time, between ADB and the Borrower with 
respect to the Facility;  

 
(i) “Financing Arrangements” means the arrangements between the 

Borrower and the State as per current policy of the Borrower, and 
acceptable to ADB; 

 
(j) “Gender Action Plan” or “GAP” means the gender action plan prepared 

for the Project, including any update thereto, and agreed to between the 
Borrower, the EA and ADB;  

 
(k) “Goods” means equipment and materials set out in the Procurement 

Plan and to be financed out of the proceeds of the Loan, including 
related services such as transportation, insurance, installation, 
commissioning, training, and initial maintenance, but excluding 
Consulting Services; 

 
(l) “Initial Environmental Examination” or “IEE” means each initial 

environmental examination for a Subproject, including any update 
thereto, prepared and submitted by the Borrower through the EA 
pursuant to the requirements set forth in the EARF, and cleared by ADB; 
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(m) “Investment Program” means the Tamil Nadu Urban Flagship 
Investment Program; 

 
(n) “Involuntary Resettlement Safeguards” means the principles and 

requirements set forth in Chapter V, Appendix 2, and Appendix 4 (as 
applicable) of the SPS;  

 
(o) “Loan Disbursement Handbook” means ADB’s Loan Disbursement 

Handbook (2017, as amended from time to time); 
 

(p) “MAWS” means the State’s Municipal Administration and Water Supply 
Department, or any successor thereto; 
 

(q) “PAM” means the project administration manual for the Project dated 
October 2019 as agreed between the Borrower, the EA and ADB, as 
updated from time to time in accordance with the respective 
administrative procedures of the Borrower, EA and ADB;  
 

(r) “PFR” means the periodic financing request submitted or to be 
submitted by the Borrower, for the purposes of each loan under the 
Facility, and for the purpose of this Loan Agreement means the periodic 
financing request dated 29 August 2019; 

 
(s) “Procurement Guidelines” means ADB’s Procurement Guidelines 

(2015, as amended from time to time); 
 
(t) “Procurement Plan” means the procurement plan for the Project as 

agreed between the Borrower, the EA and ADB, and included in the 
PAM, as updated from time to time in accordance with the Procurement 
Guidelines, the Consulting Guidelines, and other arrangements agreed 
with ADB;  

 
(u) “Project Executing Agency” or “EA”, for the purposes of, and within the 

meaning of the Loan Regulations means the State acting through 
TNUIFSL, or any successor thereto, which is responsible for the 
carrying out of the Project;  
 

(v) “Project facilities” means the facilities to be improved, rehabilitated, 
modernized, constructed, and/or maintained, and the equipment to be 
installed and maintained under the Project and Subprojects; 

 
(w) “Resettlement Framework” or “RF” means the resettlement framework 

for the Investment Program, including any update thereto, prepared and 
submitted by the Borrower through the EA and cleared by ADB, and 
incorporated by reference in the FFA; 

 
(x) “Resettlement Plan” or “RP” means each resettlement plan for a 

Subproject, including any update thereto, prepared and submitted by 
the Borrower through the EA pursuant to the requirements set forth in 
the RF, and cleared by ADB;  
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(y) “Safeguards Monitoring Report” means each report prepared and 
submitted by the Borrower through the EA to ADB that describes 
progress with implementation of, and compliance with each EMP, and 
each RP, (as applicable), including any corrective and preventive 
actions; 
 

(z) “SPS” means ADB’s Safeguard Policy Statement (2009);  
 

(aa) “State” means the State of Tamil Nadu; 
 

(bb) “Subproject” means a subproject that is found eligible for financing 
under the Project in compliance with the selection criteria and approval 
procedure for Subprojects, as set out in the PAM;  

 
(cc) “TNUIFSL” means the Tamil Nadu Urban Infrastructure Financial 

Services Limited, including any successor thereto;  
 

(dd) “ULBs” means urban local bodies in the State; and 
 

(ee) “Works” means construction or civil works as set out in the Procurement 
Plan and to be financed out of the proceeds of the Loan, 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.  

 
 
 

ARTICLE II 
 

The Loan 
 
 
  Section 2.01.   (a) ADB agrees to lend to the Borrower from ADB’s 
ordinary capital resources an amount of two hundred and six million Dollars ($206,000,000), 
as such amount may be converted from time to time through a Currency Conversion in 
accordance with the provisions of Section 2.06 of this Loan Agreement. 
 

(b) The Loan has a principal repayment period of 20 years, and a grace 
period as defined in subsection (c) hereinafter.  
 

(c) The term “grace period” as used in subsection (b) hereinabove means 
the period prior to the first Principal Payment Date in accordance with the amortization 
schedule set forth in Schedule 2 to this Loan Agreement. 
   

Section 2.02.  The Borrower shall pay to ADB interest on the principal 
amount of the Loan withdrawn and outstanding from time to time at a rate for each Interest 
Period equal to the sum of: 

 
(a) LIBOR;  
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(b) 0.60% as provided by Section 3.02 of the Loan Regulations less a credit 
of 0.10% as provided by Section 3.03 of the Loan Regulations; and 

 
(c) a maturity premium of 0.20% as provided by Section 3.03 of the Loan 

Regulations. 
 

  Section 2.03.   The Borrower shall pay a commitment charge of 0.15% 
per annum. Such charge shall accrue on the full amount of the Loan (less amounts withdrawn 
from time to time), commencing 60 days after the date of this Loan Agreement.    
 
  Section 2.04.   Interest and other charges on the Loan shall be payable 
semiannually on 15 May and 15 November in each year. 
   
  Section 2.05.   The Borrower shall repay the principal amount of the 
Loan withdrawn from the Loan Account in accordance with the provisions of Schedule 2 to this 
Loan Agreement. 
 
  Section 2.06.  (a) The Borrower may at any time request any of the 
following Conversions of the terms of the Loan in order to facilitate prudent debt management: 
 

(i) a change of the Loan Currency of all or any portion of the 
principal amount of the Loan, whether withdrawn and 
outstanding or unwithdrawn, to an Approved Currency; 

 
(ii) a change of the interest rate basis applicable to all or any portion 

of the principal amount of the Loan withdrawn and outstanding 
from a Floating Rate to a Fixed Rate, or vice versa; and 
 

(iii) the setting of limits on the Floating Rate applicable to all or any 
portion of the principal amount of the Loan withdrawn and 
outstanding by the establishment of an Interest Rate Cap or 
Interest Rate Collar on said Floating Rate. 

 
(b) Any conversion requested pursuant to subsection (a) hereinabove that 

is accepted by ADB shall be considered a “Conversion”, as defined in Section 2.01(f) of the 
Loan Regulations, and shall be affected in accordance with the provisions of Article V of the 
Loan Regulations and the Conversion Guidelines. 
 
 
 

ARTICLE III 
 

Use of Proceeds of the Loan 
 
 

  Section 3.01.  The Borrower shall make the proceeds of the Loan 
available to the EA upon terms and conditions mutually agreeable to ADB and the Borrower 
and shall cause the EA to apply such proceeds to the financing of expenditures on the Project 
in accordance with the provisions of this Loan Agreement and the Project Agreement. 
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  Section 3.02.   The proceeds of the Loan shall be allocated and 
withdrawn in accordance with the provisions of Schedule 3 to this Loan Agreement, as such 
Schedule may be amended from time to time by agreement between the Borrower and ADB. 
 
  Section 3.03.   Except as ADB may otherwise agree, the Borrower shall 
ensure, or cause the EA to ensure, that the items of expenditure to be financed out of the 
proceeds of the Loan are procured in accordance with the provisions of Schedule 4 to this 
Loan Agreement.  
 
  Section 3.04.   The Loan Closing Date for the purposes of Section 9.02 
of the Loan Regulations shall be 30 June 2026 or such other date as may from time to time be 
agreed between the Borrower and ADB. 
 
 

 
ARTICLE IV 

 
Particular Covenants 

 
 
  Section 4.01.  In the carrying out of the Project and operation of the 
Project facilities, the Borrower shall perform, or cause to be performed by the State and the 
EA, all obligations set forth in this Loan Agreement and the Project Agreement. 
 
  Section 4.02.   The Borrower shall enable ADB’s representatives to 
inspect the Project, the Goods and Works, and any relevant records and documents. 
 
  Section 4.03.  ADB shall disclose the annual audited financial 
statements for the Project and the opinion of the auditors on the financial statement within 14 
days of the date of ADB’s confirmation of their acceptability by posting them on ADB’s website.  
   
  Section 4.04.  In so far as it relates to the Project, the Borrower shall 
take all actions or cause the State to take all actions, which shall be necessary on its part to 
enable the EA to perform its obligations under the Project Agreement, and shall not take or 
permit any action which would interfere with the performance of such obligations. 
 
  Section 4.05.  (a) In so far as it relates to the Project, the Borrower 
shall exercise its rights under the Financing Arrangements in such a manner as to protect the 
interests of the Borrower and ADB and to accomplish the purposes of the Loan. 
 

(b) In so far as it relates to the Project, no rights or obligations under the 
Financing Arrangements shall be assigned, amended, abrogated or waived without prior notice 
to ADB. 
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ARTICLE V 
 

Effectiveness 
 
 

  Section 5.01  A date 90 days after the date of this Loan Agreement is 
specified for the effectiveness of this Loan Agreement for the purposes of Section 10.04 of the 
Loan Regulations. 
 

 
 

ARTICLE VI 
 

Miscellaneous 
 

 
  Section 6.01.  The Secretary, Additional Secretary, Joint Secretary, 
Director, or Deputy Secretary, in the Department of Economic Affairs of the Ministry of Finance 
of the Borrower is designated as representative of the Borrower for the purposes of Section 
12.02 of the Loan Regulations. 
 
  Section 6.02.  The following addresses are specified for the purposes 
of Section 12.01 of the Loan Regulations: 
 

For the Borrower 
 

The Secretary to the Government of India 
Department of Economic Affairs 
Ministry of Finance 
North Block 
New Delhi – 110001 
India 

  
   Facsimile Number: 
 
    0091-11-2309-4075.  
 
  For ADB 
 
   Asian Development Bank 
   6 ADB Avenue 
   Mandaluyong City 
   1550 Metro Manila 

Philippines 
  
   Facsimile Numbers: 
 
    0063-2-8636-2444 
    0063-2-8636-2430. 
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  IN WITNESS WHEREOF the parties hereto, acting through their 
representatives thereunto duly authorized, have caused this Loan Agreement to be signed in 
their respective names as of the day and year first above written and to be delivered at the 
principal office of ADB. 
 
 
 

INDIA 
 
 
 
By __________________________ 
 [Name and designation] 
 
 
 
ASIAN DEVELOPMENT BANK  
 
 
 
By __________________________ 

[Name and designation] 
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SCHEDULE 1 
 

Description of the Project 
 
 

1.  The objective of the Project is to enhance livability and climate resilience in 
selected cities in priority industrial corridors in Tamil Nadu. 
 
2.  The Project shall comprise following outputs: 
 

Part A: Climate-resilient sewage collection and treatment, and drainage 
systems developed in four cities (Ambur, Tiruchirappalli, Tiruppur, Vellore), 
including:  

 
(a) construction of 2 new STPs with a combined treatment capacity of about 

72.71 million liters per day (MLD);  
 

(b) rehabilitation of 1 STP (15 MLD capacity);  
 

(c) construction of about 1,328 km of new sewage collection pipelines, with 
100% households connected;  

 
(d) construction of about 25 pump and 44 lift stations (combined capacity of 

about 3,690 kW); and  
 

(e) provision of support for formation of 8 (2 in each city) all-female 
community water and sanitation committees. 

 
Part B: Water supply systems in two cities (Tiruppur and Madurai) improved 
with smart features, including: 

 
(a) commissioning of about 1,260 km of new distribution pipelines with 

100% households connected in about 66 newly established district 
metered areas (DMAs) with new Supervisory Control and Data 
Acquisition (SCADA) systems to manage and reduce nonrevenue water 
(NRW);

 
 

 
(b) construction of about 66 new storage reservoirs with combined capacity 

of about 92 million liters; and 3 pump stations (combined capacity of 
about 7,225 kW); 

 
(c) construction of about 196 km new transmission mains and about 230 

km of feeder mains;  
 

(d) construction of about 2 new intakes and 2 new water treatment plants 
of combined capacity of about 321 MLD; and 
 

(e) provision of support for training about 80% of technical staff from each 
implementing agency of 2 cities in NRW reduction including about 75% 
women staff.  
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Part C: Institutional capacity, public awareness, and urban governance in ten 
cities strengthened, including: implementation of a performance-based urban 
governance improvement program. 

  
3.  The Project is expected to be completed by 31 December 2025. 
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SCHEDULE 2 
 

Amortization Schedule 
 

 
1.  The following table sets forth the Principal Payment Dates of the Loan and the 
percentage of the total principal amount of the Loan payable on each Principal Payment Date 
(Installment Share). If the proceeds of the Loan shall have been fully withdrawn as of the first 
Principal Payment Date, the principal amount of the Loan repayable by the Borrower on each 
Principal Payment Date shall be determined by ADB by multiplying (a) the total principal 
amount of the Loan withdrawn and outstanding as of the first Principal Payment Date; by (b) 
the Installment Share for each Principal Payment Date, such repayment amount to be 
adjusted, as necessary, to deduct any amounts referred to in paragraph 4 of this Schedule, to 
which a Currency Conversion applies. 
 

Date Payment Due Installment Share 
(Expressed as a % based on 10% annuity) 

  
15 May 2025 0.827816 
15 November 2025 0.869207 
15 May 2026 0.912667 
15 November 2026 0.958301 
15 May 2027 1.006216 
15 November 2027 1.056526 
15 May 2028 1.109353 
15 November 2028 1.164820 
15 May 2029 1.223061 
15 November 2029 1.284214 
15 May 2030 1.348425 
15 November 2030 1.415846 
15 May 2031 1.486639 
15 November 2031 1.560971 
15 May 2032 1.639019 
15 November 2032 1.720970 
15 May 2033 1.807019 
15 November 2033 1.897369 
15 May 2034 1.992238 
15 November 2034 2.091850 
15 May 2035 2.196442 
15 November 2035 2.306264 
15 May 2036 2.421578 
15 November 2036 2.542657 
15 May 2037 2.669789 
15 November 2037 2.803279 
15 May 2038 2.943443 
15 November 2038 3.090615 
15 May 2039 3.245146 
15 November 2039 3.407403 
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Date Payment Due Installment Share 
(Expressed as a % based on 10% annuity) 

  
15 May 2040 3.577773 
15 November 2040 3.756662 
15 May 2041 3.944495 
15 November 2041 4.141720 
15 May 2042 4.348806 
15 November 2042 4.566246 
15 May 2043 4.794558 
15 November 2043 5.034286 
15 May 2044 5.286000 
15 November 2044 5.550311  
  

Total 100.000000 
 

2. If the proceeds of the Loan shall not have been fully withdrawn as of the first 
Principal Payment Date, the principal amount of the Loan repayable by the Borrower on each 
Principal Payment Date shall be determined as follows: 
 

(a) to the extent that any proceeds of the Loan shall have been withdrawn 
as of the first Principal Payment Date, the Borrower shall repay the 
amount withdrawn and outstanding as of such date in accordance with 
paragraph 1 of this Schedule; and 

 
(b) any withdrawal made after the first Principal Payment Date shall be 

repaid on each Principal Payment Date falling after the date of such 
withdrawal in amounts determined by ADB by multiplying the amount of 
each such withdrawal by a fraction, the numerator of which shall be the 
original Installment Share specified in the table in paragraph 1 of this 
Schedule for said Principal Payment Date (the Original Installment 
Share) and the denominator of which shall be the sum of all remaining 
Original Installment Shares for Principal Payment Dates falling on or 
after such date, such repayment amounts to be adjusted, as necessary, 
to deduct any amounts referred to in paragraph 4 of this Schedule, to 
which a Currency Conversion applies. 

 
3.  Withdrawals made within 2 calendar months prior to any Principal Payment 
Date shall, for the purposes solely of calculating the principal amounts payable on any Principal 
Payment Date, be treated as withdrawn and outstanding on the second Principal Payment 
Date following the date of withdrawal and shall be repayable on each Principal Payment Date 
commencing with the second Principal Payment Date following the date of withdrawal. 
 
4.  Notwithstanding the provisions of paragraphs 1 and 2 of this Schedule, upon a 
Currency Conversion of all or any portion of the withdrawn principal amount of the Loan to an 
Approved Currency, the amount so converted in said Approved Currency that shall be 
repayable on any Principal Payment Date occurring during the Conversion Period, shall be 
determined by ADB by multiplying such amount in its currency of denomination immediately 
prior to said Conversion by either (i) the exchange rate that reflects the amounts of principal in 
said Approved Currency payable by ADB under the Currency Hedge Transaction relating to 
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said Conversion; or (ii) if ADB so determines in accordance with the Conversion Guidelines, 
the exchange rate component of the Screen Rate.  
 
5.  If the principal amount of the Loan withdrawn and outstanding from time to time 
shall be denominated in more than one Loan Currency, the provisions of this Schedule shall 
apply separately to the amount denominated in each Loan Currency, so as to produce a 
separate amortization schedule for each such amount. 
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SCHEDULE 3 
 

Allocation and Withdrawal of Loan Proceeds 
 
General 
 
1.  The table attached to this Schedule sets forth the Categories of items of 
expenditure to be financed out of the proceeds of the Loan and the allocation of the Loan 
proceeds to each such Category (“Table”). (Reference to “Category” in this Schedule is to a 
Category of the Table). 
 
Basis for Withdrawal from the Loan Account 
 
2.  Except as ADB may otherwise agree, the proceeds of the Loan shall be 
allocated to items of expenditure, and disbursed on the basis of the withdrawal percentage for 
each item of expenditure set forth in the Table. 
 
Reallocation 
 
3.  Notwithstanding the allocation of Loan proceeds and the withdrawal 
percentages set forth in the Table, 
 

(a) if the amount of the Loan allocated to any Category appears to be 
insufficient to finance all agreed expenditures in that Category, ADB may, in consultation with 
and by notice to the Borrower and the EA, (i) reallocate to such Category, to the extent required 
to meet the estimated shortfall, amounts of the Loan which have been allocated to another 
Category but, in the opinion of ADB, are not needed to meet other expenditures; and (ii) if such 
reallocation cannot fully meet the estimated shortfall, reduce the withdrawal percentage 
applicable to such expenditures in order that further withdrawals under such Category may 
continue until all expenditures thereunder shall have been made; and 

 
(b) if the amount of the Loan allocated to any Category appears to exceed 

all agreed expenditures in that Category, ADB may, in consultation with and by notice to the 
Borrower and the EA, reallocate such excess amount to any other Category. 
 
Disbursement Procedures 
 
4.  Except as ADB may otherwise agree, the Loan proceeds shall be disbursed in 
accordance with the Loan Disbursement Handbook, and detailed arrangements agreed upon 
between ADB and the Borrower. 
 
Retroactive Financing 
 
5.  Withdrawals from the Loan Account may be made to finance eligible 
expenditures incurred under the Project before the Effective Date, but not earlier than 12 
months before the date of this Loan Agreement in connection with items to be retroactively 
financed, subject to a maximum amount equivalent to 20% of the Loan amount. 
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TABLE 
 
 

ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS 

Number Item 

Total Amount Allocated 
for ADB Financing Basis for Withdrawal 

from the Loan Account $ 

Category 

1 Works and equipment  188,730,000 
41.1% of total expenditure 
claimed 

2 
Performance based 
governance 
improvement incentive 

15,000,000 
100% of total expenditure 
claimed* 

3 Consulting Services 2,270,000 
84.7% of total expenditure 
claimed 

 TOTAL 206,000,000  

* Exclusive of taxes and duties imposed within the territory of the Borrower.  
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SCHEDULE 4
 

Procurement of Goods, Works and Consulting Services 
 

 
General 
 
1.   The procurement of Goods, Works and Consulting Services shall be subject to 
and governed by the Procurement Guidelines, and the Consulting Guidelines, respectively. 
 
2. Except as ADB may otherwise agree, Goods and Works shall be procured and 
Consulting Services shall be selected and engaged only on the basis of the procurement 
methods and the selection methods set forth below. These methods are subject to, among 
other things, the detailed arrangements and threshold values set forth in the Procurement Plan. 
The Borrower may through the EA, modify the procurement methods and the selection 
methods or threshold values with the prior agreement of ADB, and modifications must be set 
out in updates to the Procurement Plan. 
 
3.   All terms used in this Schedule and not otherwise defined in this Loan 
Agreement have the meanings provided in the Procurement Guidelines and/or the Consulting 
Guidelines, as applicable.  
 
Goods and Works 
 
4.  Goods and Works shall be procured on the basis of the procurement methods 
of procurement set forth below: 
  

(a) International Competitive Bidding; 
 

(b) National Competitive Bidding; and 
 

(c) Shopping. 
 
Conditions for Award of Contract  
 
5. The Borrower shall ensure, or cause the EA to ensure that the ULBs shall not 
award any Works contract (excluding “design, build and operate” type contracts) for a 
Subproject which involves environmental impacts until (i) the ULBs have incorporated the 
relevant provisions from the EMP into the Works contract; and (ii) the IEE is updated to reflect 
the Subproject’s detailed design and the EA has obtained ADB’s clearance of such IEE. 

 
6. The Borrower shall ensure, or cause the EA to ensure, that the ULBs shall not 
award any Works contract for a Subproject which involves involuntary resettlement impacts, 
until the EA has prepared and submitted to ADB the final RP based on the Subproject’s 
detailed design of the Works, and obtained ADB’s clearance of such RP. 
 
Conditions for Commencement of Work 
 
7. For “design, build and operate” type contracts, the Borrower shall ensure, or 
cause the EA to ensure, that no Works for a Subproject which involves environmental impacts 
shall commence until (i) the ULBs have incorporated the relevant provisions from the EMP into 
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the Works contract; and (ii) the IEE is updated to reflect the Subproject’s detailed design and 
the EA has obtained ADB’s clearance of such IEE. 
 
Consulting Services 
 
8. Except as set forth in the paragraph below and ADB may otherwise agree, the 
Borrower shall ensure or shall cause the EA to apply Quality- and Cost-Based Selection for 
Consulting Services. 
  
9.  The Borrower shall ensure or shall cause the EA to recruit the individual 
consultants in accordance with procedures of ADB’s Consulting Guidelines for recruiting 
individual consultants. 
 
Industrial or Intellectual Property Rights 
 
10.   (a) The Borrower shall ensure or cause the EA to ensure that all Goods and 
Works procured (including without limitation all computer hardware, software and systems, 
whether separately procured or incorporated within other goods and services procured) do not 
violate or infringe any industrial property or intellectual property right or claim of any third party. 
 
  (b) The Borrower shall ensure or shall cause the EA to ensure that all 
contracts for the procurement of Goods and Works contain appropriate representations, 
warranties and, if appropriate, indemnities from the contractor or supplier with respect to the 
matters referred to in subparagraph (a) of this paragraph. 
 
11.   The Borrower shall ensure or shall cause the EA to ensure that all ADB-financed 
contracts with consultants contain appropriate representations, warranties and, if appropriate, 
indemnities from the consultants to ensure that the Consulting Services provided do not violate 
or infringe any industrial property or intellectual property right or claim of any third party. 
 
ADB’s Review of Procurement Decisions 
 
12.  Contracts procured under international competitive bidding procedures and 
contracts for Consulting Services shall be subject to prior review by ADB, unless otherwise 
agreed between the Borrower, the EA and ADB and set forth in the Procurement Plan. 
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SCHEDULE 5  
 

Execution of Project; Financial Matters 
 
 
Implementation Arrangements  
  
1.  (a)  The Borrower, the State and the EA shall ensure that the Project is 
implemented in accordance with the detailed arrangements set forth in the PAM. Any 
subsequent change to the PAM will become effective only after approval of such change by 
the Borrower, the State, the EA and ADB. In the event of any discrepancy between the PAM 
and this Loan Agreement, the provisions of this Loan Agreement will prevail.  
 

(b)  The Borrower shall ensure or cause the EA to ensure towards smooth 
implementation of the Project, that grievances if any from stakeholders, relating to Project 
implementation or use of funds are addressed effectively and efficiently. 

  
(c)  The Borrower shall ensure or cause the State and the EA to ensure 

compliance with all the requirements and obligations on their part as included in this Loan 
Agreement and the Project Agreement to meet the objectives of the Project in a timely and 
efficient manner. 

 
Counterpart Support; Funds 
 
2.  The Borrower shall cause the State to make available the Loan proceeds to the 
EA under appropriate arrangements acceptable to ADB, and shall ensure and cause the State 
to ensure: 
 

(a) sufficient counterpart funds from its budget for each fiscal year, in a 
timely manner, for the efficient implementation of the Project; and  

 
(b) the EA has sufficient funds to satisfy its liabilities arising from any 

Consulting Services contract, and the ULBs have sufficient funds to 
satisfy its liabilities arising from any Works and Goods contract. 

 
Operation and Maintenance  
 
3.  The Borrower shall ensure or cause the EA to ensure through its on-lending 
agreements with the ULBs, requires that the ULBs commit sufficient financial and human 
resources to properly operate and maintain Project facilities under the Subprojects.  
 
4.  The Borrower shall ensure or cause the State to ensure that adequate funds to 
cover the gap, if any, for the operations and maintenance of Project facilities, through 
budgetary allocations or other means, are provided to the ULBs, during and after Subprojects’ 
completion.  
 
5.  The Borrower shall ensure or cause the EA to ensure that ULBs will enter into 
and maintain long-term operations and maintenance contracts for all design build and operate 
contracts under post construction period with the contractors.  
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6.  Notwithstanding the generality of Section 2.11 (c) of the Project Agreement, the 
Borrower shall ensure or cause the EA to ensure that the ULBs at all times operate and 
maintain their respective plants, equipment and other property, and from time to time, promptly 
as needed, make all necessary repairs and renewals thereof, all in accordance with sound 
applicable technical, financial, business, development, operational and maintenance practices. 
 
Financial Sustainability  
 
7.  The Borrower shall ensure or cause the State to cause that the ULBs shall 
prepare by December 2020, and effectively implement by December 2023, (a) systematic 
plans for improving cost recovery of operations and maintenance, and enhancing revenues 
and reducing costs, which include, among others, enhanced coverage, rationalization of tariffs, 
reduction of non-revenue water and operations costs, improved billing and collection efficiency; 
and (b) a predictable and institutionalized inter-governmental transfer mechanism.  
 
8.  The Borrower shall ensure or cause the State to ensure that the ULBs maintain 
separate accounts and records for the Project and Subprojects, and submit audited annual 
project financial statement to TNUIFSL for further submission to ADB within 6 months of the 
end of each fiscal year. 
 
Subproject Selection Criteria  
 
9.  The Borrower shall ensure, or cause the EA to ensure, that all Subprojects are 
selected and approved in accordance with the agreed selection criteria and approval process 
stipulated in the PAM.  
  
10.  The Borrower shall ensure, or cause the EA to ensure, that all documents 
forming the basis for screening, selection and processing of Subprojects are made available 
to ADB upon request and are kept for such purposes for a minimum of five years from the date 
of the Project completion report. 
  
Safeguards  
 

Environment 
 
11.  The Borrower shall ensure, or cause the EA to ensure, that the preparation, 
design, construction, implementation, operation and decommissioning of each Subproject, and 
all Subproject facilities comply with (a) all applicable laws and regulations of the Borrower and 
the State relating to environment, health, and safety; (b) the Environmental Safeguards; (c) the 
EARF; and (d) all measures and requirements set forth in the respective IEE and EMP, and 
any corrective or preventative actions set forth in a Safeguards Monitoring Report.  
 

Land Acquisition and Involuntary Resettlement  
 
12.  The Borrower shall ensure, or cause the EA to ensure, that all land and all 
rights-of-way required for a Subproject are made available to the Works contractor in 
accordance with the schedule agreed under the related Works contract and all land acquisition 
and resettlement activities are implemented in compliance with (a) all applicable laws and 
regulations of the Borrower and the State relating to land acquisition and involuntary 
resettlement; (b) the Involuntary Resettlement Safeguards; (c) the RF; and (d) all measures 
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and requirements set forth in the RP, and any corrective or preventative actions set forth in a 
Safeguards Monitoring Report. 
 
13.  Without limiting the application of the Involuntary Resettlement Safeguards, the 
RF or the RP, the Borrower shall ensure or cause the EA to ensure, that no physical or 
economic displacement takes place in connection with any Subproject until:  
 

(a)  compensation and other entitlements have been provided to affected 
people in accordance with the RP; and  

  
(b)  a comprehensive income and livelihood restoration program has been 

established in accordance with the RP.  
  

Indigenous Peoples  
 
14.  The Borrower shall ensure, or cause the EA to ensure, that the Project does not 
have any indigenous peoples impact, all within the meaning of the SPS. In the unforeseen 
event of any indigenous peoples impact in any Subproject, the Borrower shall ensure, or cause 
the EA to ensure, to take all steps required to ensure compliance with applicable laws and 
regulations of the Borrower, the State and the SPS. 
 

Human and Financial Resources to Implement Safeguards Requirements 
 
15.  (a) The Borrower shall ensure or cause the EA to ensure, that all necessary 
budgetary and human resources to fully implement the EMPs, and the RPs as required, are 
made available on a timely basis.  
 

(b) The Borrower shall ensure or cause the EA to designate at least one 
expert each to supervise implementation of the EMPs, and the RPs. 
 

Safeguards – Related Provisions in Bidding Documents and Works Contracts 
 
16.  The Borrower shall ensure, or cause the EA to ensure, that all bidding 
documents and contracts for Works contain provisions that require contractors to: 
 

(a)  comply with the measures and requirements relevant to the contractor 
set forth in the IEE, the EMP, and the RP (to the extent they concern 
impacts on affected people during construction), and any corrective or 
preventative actions set forth in a Safeguards Monitoring Report; 
  

(b)  make available a budget for all such environmental and social 
measures; 

 
(c)  provide the EA through the ULBs with a written notice of any 

unanticipated environmental, resettlement or indigenous peoples risks 
or impacts that arise during construction, implementation or operation of 
the Project that were not considered in the IEE, the EMP, and the RP; 
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(d)  adequately record the condition of roads, agricultural land and other 
infrastructure prior to starting to transport materials and construction; 
and 

 
(e)  fully reinstate pathways, other local infrastructure, and agricultural land 

to at least their pre-project condition upon the completion of 
construction. 

 
Safeguards Monitoring and Reporting 

 
17.  The Borrower shall ensure or cause the EA to ensure, the following: 

 
(a)  submit semiannual Safeguards Monitoring Reports to ADB, and 

disclose relevant information from such reports to affected persons 
promptly upon submission; 
 

(b)  if any unanticipated environmental and/or social risks and impacts arise 
during construction, implementation or operation of the Project that were 
not considered in the IEE, the EMP, or the RP, promptly inform ADB of 
the occurrence of such risks or impacts, with detailed description of the 
event and proposed corrective action plan; and 

 
(c)  report any breach of compliance with the measures and requirements 

set forth in the EMP, or the RP promptly after becoming aware of the 
breach. 

 
Prohibited List of Investments 
 
18.  The Borrower shall ensure, or cause the EA to ensure, that no proceeds of the 
Loan under the Project are used to finance any activity included in the list of prohibited 
investment activities provided in Appendix 5 of ADB’s Safeguard Policy Statement (2009).  
 
Labor Standards, Health and Safety 
 
19.  The Borrower shall ensure, or cause the EA, to ensure that Works contracts 
under the Project follow all applicable labor laws of the Borrower and the State 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; and (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. Such contracts shall also include clauses for termination in 
case of any breach of the stated provisions by the contractors.  
 
Gender and Development  
 
20.  The Borrower shall ensure or cause the EA to ensure that (a) the GAP is 
implemented in accordance with its terms; (b) the bidding documents and contracts include 
relevant provisions for contractors to comply with the measures set forth in the GAP; (c) 
adequate resources are allocated for implementation of the GAP; and (d) progress on 
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implementation of the GAP, including progress toward achieving key gender outcome and 
output targets, are regularly monitored and reported to ADB. 
 
Communications and Participation 
 
21.  The Borrower shall ensure, or cause the EA to ensure, that the Project is 
undertaken in conformity with the communication strategy as agreed between ADB, the 
Borrower, the State, and EA and referred in the PAM. 
 
Procurement  
 
22.  The Borrower shall ensure, or cause the EA to, announce the Project and 
business opportunities (i.e., invitation of potential bids) associated with the Project on its 
website. The website shall disclose the following information in relation to Works, Goods and 
Services procured for the Project and Subprojects: (a) the list of participating bidders; (b) the 
name of the selected bidders; (c) the amount of the contracts awarded; and (d) the goods and 
services procured. 
 
Governance and Anticorruption 
 
23.  The Borrower shall ensure and cause the State and the EA to comply with 
ADB’s Anticorruption Policy (1998, as amended to date) and (a) shall ensure that the 
anticorruption provisions acceptable to ADB, the Borrower, the State and EA 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 
State and EA and all contractors, suppliers, consultants, and other service providers as they 
relate to the Subprojects and the Project, and as included in the PAM; (b) 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; (c) acknowledge that ADB reserves the right to investigate directly or 
through its agents any alleged corrupt, fraudulent, collusive or coercive practice relating to the 
Project; and (d) cooperate with any such investigation and extend all necessary assistance for 
satisfactory completion of such investigation, and as included in the PAM.  
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PROJECT AGREEMENT 
 
 
  PROJECT AGREEMENT dated ___________________ 2019 between ASIAN 
DEVELOPMENT BANK (“ADB”), on the one part, and the STATE OF TAMIL NADU, acting by 
its Governor (“State”) and TAMIL NADU URBAN INFRASTRUCTURE FINANCIAL SERVICES 
LIMITED (“TNUIFSL”), on the other part.

 
 

 
  WHEREAS 
 
  (A)  by a Loan Agreement of even date herewith between India (“Borrower”) 
and ADB, ADB has agreed to make to the Borrower a loan of two hundred and six million 
Dollars ($206,000,000) on the terms and conditions set forth in the Loan Agreement, but only 
on the condition that the proceeds of the loan be made available to State and through the State 
to TNUIFSL, and that the State and TNUIFSL, agree to undertake certain obligations towards 
ADB set forth herein; and 
   

(B) the State and TNUIFSL, in consideration of ADB entering into the Loan 
Agreement with the Borrower, have agreed to undertake the obligations set forth herein; 
 
  NOW THEREFORE the parties hereto agree as follow: 
 
 
 

ARTICLE I 
 

Definitions 
 

 
Section 1.01.  Wherever used in this Project Agreement, unless the 

context otherwise requires, the several terms defined in the Loan Agreement and in the Loan 
Regulations (as so defined) have the respective meanings therein set forth. 
 
 

ARTICLE II 
 

Particular Covenants 
 
 
 
  Section 2.01.  (a) The State and TNUIFSL shall carry out the 
Project with due diligence and efficiency, and in conformity with sound applicable technical, 
financial, business, and development practices. 
 
  (b) In the carrying out of the Project and operation of the Project facilities, 
the State and TNUIFSL shall perform all obligations set forth in the Loan Agreement to the 
extent that they are applicable to the State and TNUIFSL respectively.  

 
Section 2.02.  The State and TNUIFSL shall make available, promptly 

as needed, and on terms and conditions mutually acceptable to ADB and the Borrower, the 
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funds, facilities, services, land and other resources as required, in addition to the proceeds of 
the Loan, for the carrying out of the Project. 

 
  Section 2.03.

 
  (a) In the carrying out of the Project, the State and 

TNUIFSL shall engage competent and qualified consultants and contractors, consistent with 
the Procurement Guidelines and the Consulting Guidelines, to an extent and upon terms and 
conditions mutually satisfactory to ADB and the Borrower. 
 
  (b) Except as ADB and the Borrower may otherwise agree, the State and 
TNUIFSL shall procure all items of expenditures to be financed out of the proceeds of the Loan 
in accordance with the provisions of Schedule 4 to the Loan Agreement. ADB may refuse to 
finance a contract where any such item has not been procured under procedures substantially 
in accordance with those agreed between the Borrower and ADB or where the terms and 
conditions of the contract are not satisfactory to ADB. 
 
  Section 2.04.

 
  The State and TNUIFSL shall carry out the Project in 

accordance with plans, design standards, specifications, work schedules and construction 
methods mutually acceptable to ADB and the Borrower. The State and TNUIFSL shall furnish, 
or cause to be furnished, to ADB, promptly after their preparation, such plans, design 
standards, specifications and work schedules, and any material modifications subsequently 
made therein, in such detail as ADB shall reasonably request. 
 
  Section 2.05.   (a) The State and/or TNUIFSL, as appropriate, shall 
take out and maintain with responsible insurers, or make other arrangements satisfactory to 
ADB for, insurance of Project facilities to such extent and against such risks and in such 
amounts as shall be consistent with sound practice. 
 
  (b) Without limiting the generality of the foregoing, the State and/or 
TNUIFSL, as appropriate, shall insure, or cause to be insured, the Goods to be procured, 
including imported for the Project against hazards incident to the acquisition, transportation 
and delivery thereof to the place of use or installation, and for such insurance any indemnity 
shall be payable in a currency freely usable to replace or repair such Goods. 
 
  Section 2.06.   The State and TNUIFSL shall maintain, or cause to be 
maintained, records and accounts adequate to identify the items of expenditure financed out 
of the proceeds of the Loan, to disclose the use thereof in the Project, to record the progress 
of the Project (including the cost thereof) and to reflect, in accordance with consistently 
maintained sound accounting principles, its operations and financial condition. 
 
  Section 2.07.  (a) ADB, the State and TNUIFSL shall cooperate 
fully to ensure that the purposes of the Loan will be accomplished. 
 
  (b) The State and TNUIFSL shall promptly inform ADB through the 
Borrower of any condition which interferes with, or threatens to interfere with, the progress of 
the Project, the performance of its obligations under this Project Agreement or the Financing 
Arrangements, or the accomplishment of the purposes of the Loan. 
 
  (c) ADB, the State and TNUIFSL shall from time to time, at the request of 
either party, exchange views through their representatives with regard to any matters relating 
to the Project, the State, TNUIFSL and the Loan. 
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  Section 2.08.  (a)
 
 In so far as it relates to the Project, the State and 

TNUIFSL shall furnish to ADB all such reports and information as ADB shall reasonably 
request concerning (i) the Loan and the expenditure of the proceeds thereof; (ii) the items of 
expenditure financed out of such proceeds; (iii) the Project; (iv) the administration, operations, 
financial status of the State, and financial condition of TNUIFSL; and (v) any other matters 
relating to the purposes of the Loan. 
 
  (b) Without limiting the generality of the foregoing, the State and/or acting 
through TNUIFSL as applicable, shall furnish to ADB periodic reports on the execution of the 
Project and on the operation and management of the Project facilities. Such reports shall be 
submitted in such form and in such detail within such period as ADB may reasonably request, 
and shall indicate, among other things, progress made and problems encountered during the 
period under review, steps taken or proposed to be taken to remedy these problems, and 
proposed program of activities and expected progress during the following period. 
 
  (c) Promptly after physical completion of the Project, but in any event not 
later than 3 months thereafter or such later date as ADB may agree for this purpose, the State 
and TNUIFSL shall prepare and furnish to ADB a report, in such form and in such detail as 
ADB shall reasonably request, on the execution and initial operation of the Project, including 
its cost, the performance by the State and TNUIFSL of their respective obligations under this 
Project Agreement and the accomplishment of the purposes of the Loan. 
 

Section 2.09. (a)  The State, as applicable, and TNUIFSL shall 
(i) maintain separate accounts and records for the Project; (ii) prepare annual financial 
statements for the Project in accordance with financial reporting standards prevalent in the 
country; (iii) have such financial statements audited annually by independent auditors whose 
qualifications, experience and terms of reference are acceptable to ADB, in accordance with 
auditing standards acceptable to ADB; (iv) as part of each such audit, have the auditors 
prepare a report (which includes the auditors’ opinion(s) on the financial statements and the 
use of the Loan proceeds, and compliance with the financial covenants of the Loan Agreement 
and a management letter (which sets out the deficiencies in the internal control of the Project 
that were identified in the course of the audit, if any); and (v) furnish to ADB, no later than 6 
months after the close of the fiscal year to which they relate, copies of such audited financial 
statements, audit report and management letter, all in the English language, and such other 
information concerning these documents and the audit thereof as ADB shall from time to time 
reasonably request. 
 
  (b) ADB shall disclose the annual audited financial statements for the 
Project and the opinion of the auditors on the financial statements within 14 days of the date 
of ADB’s confirmation of their acceptability by posting them on ADB’s website. 
 
  (c) In addition to annual audited financial statements referred to in 
subsection (a) hereinabove, TNUIFSL shall (i) provide its annual financial statements prepared 
in accordance with financing reporting standards acceptable to ADB; (ii) have its financial 
statements audited annually by independent auditors whose qualifications, experience and 
terms of reference are acceptable to ADB, in accordance with auditing standards acceptable 
to ADB; (iii) as part of each such audit, have the auditors prepare the auditors’ opinion(s) on 
the financial statements and compliance with the financial covenants of the Loan Agreement; 
and (iv) furnish to ADB, no later than 1 month after approval by the relevant authority, copies 
of such audited financial statements and auditor’s opinion(s), all in the English language, and 
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such other information concerning these documents and the audit thereof as ADB shall from 
time to time reasonably request. 
 
  (d)  The State and TNUIFSL shall enable ADB, upon ADB’s request, to 
discuss the financial statements for the Project, TNUIFSL and its financial affairs where they 
relate to the Project with the auditors appointed by the State and TNUIFSL respectively 
pursuant to subsections (a)(iii) and (c)(ii) hereinabove, and shall authorize and require any 
representative of such auditors to participate in any such discussions requested by ADB. This 
is provided that such discussions shall be conducted only in the presence of an authorized 
officer of the State and TNUIFSL, as applicable, unless the State and TNUIFSL, as applicable, 
shall otherwise agree.  
 
  Section 2.10.   The State and TNUIFSL shall enable ADB’s 
representatives to inspect the Project, the Goods and Works and any relevant records and 
documents. 
   

Section 2.11.  (a) The State and TNUIFSL, respectively, shall, 
promptly as required, take all action within its powers to maintain its constitutional (in case of 
State) and corporate (in case of TNUIFSL) existence, to carry on its operations, and to acquire, 
maintain and renew all rights, properties, powers, privileges and franchises which are 
necessary in the carrying out of the Project or in the conduct of its operations. 
 
  (b) In relation to the Project the State and TNUIFSL, respectively, shall at 
all times conduct its operations in accordance with sound applicable technical, financial, 
business, development and operational practices, and under the supervision of competent and 
experienced management and personnel. 
 
  (c) In relation to the Project the State and TNUIFSL, respectively, shall at 
all times operate and maintain its plants, equipment and other property, and from time to time, 
promptly as needed, make all necessary repairs and renewals thereof, all in accordance with 
sound applicable technical, financial, business, development, operational and maintenance 
practices. 
 
  Section 2.12.  Except as ADB may otherwise agree, the State and 
TNUIFSL respectively shall not sell, lease or otherwise dispose of any of its assets which shall 
be required for the efficient carrying on of its operations or the disposal of which may prejudice 
its ability to perform satisfactorily any of its obligations under this Project Agreement. 
 
  Section 2.13.  Except as ADB may otherwise agree, in relation to the 
Project, the State and TNUIFSL shall apply the proceeds of the Loan to the financing of 
expenditures on the Project in accordance with the provisions of the Loan Agreement and this 
Project Agreement, and shall ensure that all items of expenditures financed out of such 
proceeds are used exclusively in the carrying out of the Project. 
 
  Section 2.14.  Except as ADB may otherwise agree, the State and 
TNUIFSL shall duly perform all its respective obligations under the Financing Arrangements, 
and shall not take, or concur in, any action which would have the effect of assigning, amending, 
abrogating or waiving any rights or obligations of the parties under the Financing 
Arrangements. 
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  Section 2.15.  The State and TNUIFSL shall promptly notify ADB of any 
proposal to amend, suspend or repeal any provision of its respective constitutional documents, 
which, if implemented, could adversely affect the carrying out of the Project or the operation of 
the Project facilities. The State and TNUIFSL shall afford ADB an adequate opportunity to 
comment on such proposal in taking any action thereon. 

 
 
 

ARTICLE III 
 

Effective Date; Termination 
 
 

Section 3.01.  This Project Agreement shall come into force and effect 
on the date on which the Loan Agreement comes into force and effect. ADB shall promptly 
notify the State and TNUIFSL of such date. 

 
Section 3.02.   This Project Agreement and all obligations of the parties 

hereunder shall terminate on the date on which the Loan Agreement shall terminate in 
accordance with its terms. 

 
Section 3.03.   All the provisions of this Project Agreement shall 

continue in full force and effect notwithstanding any cancellation or suspension under the Loan 
Agreement. 
 
 
 

ARTICLE IV 
 

Miscellaneous 
 
 

Section 4.01.  Any notice or request required or permitted to be given 
or made under this Project Agreement and any agreement between the parties contemplated 
by this Project Agreement shall be in writing. Such notice or request shall be deemed to have 
been duly given or made when it shall be delivered by hand, mail or facsimile to the party to 
which it is required or permitted to be given or made at its address hereinafter specified, or at 
such other address as such party shall have designated by notice to the party giving such 
notice or making such request. The addresses so specified are: 

 
For ADB 

 
Asian Development Bank 

  6 ADB Avenue 
  Mandaluyong City 
  1550 Metro Manila 

Philippines  
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Facsimile Numbers: 
  
    0063-2-8636-4444 

0063-2-8636-2430. 
 

For the State of Tamil Nadu 
 

  Principal Secretary to the Government 
   Municipal Administration and Water Supply Department 
   Government of Tamil Nadu 
   Namakkal Kavignar Maaligai 
   Fort St. George, Chennai 600009 
   Tamil Nadu 
 
   Facsimile Number: 
 

0091-4425679866. 
 

For TNUIFSL 
 

  Managing Director 
   Tamil Nadu Urban Infrastructure Financial Services Ltd. 
   #19, T.P Scheme Road 

Raja Annamalai Puram 
Chennai 600028 

 
   Facsimile Number: 
 
    0091-44-2461 3106. 
 

Section 4.02.  (a)
 
 Any action required or permitted to be taken, and 

any documents required or permitted to be executed, under this Project Agreement by or on 
behalf of (i) the State may be taken by its Principal Secretary; and (ii) TNUIFSL may be taken 
or executed by its Managing Director or by such other person or persons as he or she shall so 
designate in writing notified to ADB. 
 
  (b) The State and TNUIFSL shall furnish to ADB sufficient evidence of the 
authority of each person who will act under subsection (a) hereinabove, together with the 
authenticated specimen signature of each such person. 

 
Section 4.03.  No delay in exercising, or omission to exercise, any right, 

power or remedy accruing to either party under this Project Agreement upon any default shall 
impair any such right, power or remedy or be construed to be a waiver thereof or an 
acquiescence in such default; nor shall the action of such party in respect of any default, or 
any acquiescence in any default, affect or impair any right, power or remedy of such party in 
respect of any other or subsequent default. 
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IN WITNESS WHEREOF the parties hereto, acting through their 
representatives thereunto duly authorized, have caused this Project Agreement to be signed 
in their respective names as of the day and year first above written, and to be delivered at the 
principal office of ADB. 
 
 

ASIAN DEVELOPMENT BANK 
 
 
 
By ____________________________ 

[Name and Designation] 
 
 
 
STATE OF TAMIL NADU  
 
 
 
By ____________________________ 

[Name and Designation] 
 
 
 
TAMIL NADU URBAN INFRASTRUCTURE 
FINANCIAL SERVICES LIMITED  
 
 
 
By ____________________________ 

[Name and Designation] 
 

 
 



 
 

 
 
 
 
 
 

 
 
 
 
Project Number: 49107-005 
MFF Number: 0105 
November 2019 

 
India: Tamil Nadu Urban Flagship Investment 
Program – Project 2 
 
 
 
 
  

Project Administration Manual 
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DMF – design and monitoring framework 
DPR – detailed project report 
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EMP – environmental management plan 
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FAM – facility administration manual  
FFA – framework financing agreement 
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GOTN – Government of Tamil Nadu 
GRM – grievance redressal mechanism 
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O&M – operation and maintenance 
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RRP – report and recommendations of the President 
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Project Administration Manual Purpose and Process 

 
 The Project Administration Manual (PAM) describes the essential administrative and 

management requirements to implement the project on time, within budget, and in accordance 
with the policies and procedures of the government and Asian Development Bank (ADB).  
 

 The Municipal Administration and Water Supply (MAWS) Department, acting through Tamil 
Nadu Urban Infrastructure Financial Services Limited (TNUIFSL) and Government of Tamil 
Nadu (GOTN), are wholly responsible for the implementation of ADB-financed projects, as 
agreed jointly between the borrower and ADB, and in accordance with the policies and 
procedures of the government and ADB. ADB staff is responsible for supporting implementation 
including compliance by TNUIFSL of their obligations and responsibilities for project 
implementation in accordance with ADB’s policies and procedures. 
 

 At loan negotiations, the borrower and ADB agreed to the PAM and ensured consistency with 
the loan and project agreements. Such agreement is reflected in the minutes of the loan 
negotiations. In the event of any discrepancy or contradiction between the PAM and the loan 
agreement, the provisions of the loan agreement will prevail. 

 
 After ADB Management’s approval of the project's periodic financing request, changes in 

implementation arrangements are subject to agreement and approval pursuant to relevant 
government and ADB administrative procedures (including the Facility Administration 
Instructions) and upon such approval, they will be subsequently incorporated in the PAM. 
 



 

 
 

 PROJECT DESCRIPTION 
 
1. Asian Development Bank (ADB) approved a multi-tranche financing facility (MFF), the 
Tamil Nadu Urban Flagship Investment Program (the program), in a loan amount not exceeding 
$500 million on 25 September 2018. The program aims to develop priority water supply, 
sewerage, and drainage infrastructure in at least 10 cities located within strategic industrial 
corridors of Tamil Nadu.1 It will support innovative pilot projects, including large scale non-revenue 
water pilot projects happening for the first time in Tamil Nadu; strengthen urban governance; and 
build capacity of state and local institutions to enhance urban services delivery, environmental 
sustainability, and climate resilience.2  
 
 
A. Impact and Outcome  
 
2. Project 2 is aligned with the following impacts of the investment program: (i) universal 
access to basic water and sanitation services achieved; (ii) “world-class” cities and industrial 
corridors across the state developed; and (iii) reduced vulnerability to climate change in urban 
areas and enhanced share of renewable energy achieved.3   The investment program will have 
the following outcome: livability and climate resilience in five cities (Ambur, Tiruppur, Vellore, 
Madurai, and Tiruchirappalli) in priority industrial corridors enhanced. 4 
 
B. Outputs 
 
3. The Project will have three outputs (Appendix 1). 
 
4. Output 1: Climate-resilient sewage collection and treatment, and drainage systems 
developed in four cities.5 Works in Tiruchirappalli, Ambur, Tiruppur, and Vellore include  
(i) two new sewage treatment plants (STPs) with combined treatment capacity of 72.71 million 
liters per day (MLD) constructed; (ii) one STP (15 MLD) rehabilitated; (iii) 1,328 kilometer (km) of 
new sewage collection pipelines constructed, with 100% (152,593) households connected; (iv) 25 
pump stations and 44 lift stations (total capacity of 3,690 kilowatt [kW]) constructed; and (v) eight 
(two per city) all-female community water and sanitation committees formed. Breakdown by city 
is (i) in Tiruchirappalli 348 km of new sewage collection system constructed, 32,000 households 
connected, and seven pump and 11 lift stations constructed; (ii) in Ambur 116 km of new sewage 
collection system constructed, 17,400 households connected, two pump and one lift stations 
constructed, and 16.71 MLD STP constructed with 3 MLD treated wastewater reused; (iii) in 
Tiruppur 576 km of new sewage collection system, 74,293 households connected, 13 pump and 
27 lift stations constructed, one new 56 MLD STP constructed and a 15 MLD STP rehabilitated; 

 
1  The project will include the following city corporations and municipalities (collectively referred to as cities): Ambur, 

Chennai, Coimbatore, Cuddalore, Rajapalayam, Thoothukudi, Tiruchirappalli, Tirunelveli, Tiruppur and Vellore. 
Other cities eligible for support under the program are subject to compliance with selection criteria outlined in the 
Framework Financing Agreement (FFA).  

2  ADB. India: State-Level Support for National Flagship Urban Programs: Project Preparatory Technical Assistance 
Report.  

3  Government of Tamil Nadu. 2012. Vision Tamil Nadu 2023: Strategic Plan for Infrastructure Development in Tamil 
Nadu. Chennai; Government of Tamil Nadu. 2015. Tamil Nadu Sustainable Water Security Mission. Chennai; and 
Government of Tamil Nadu. 2014. State Action Plan on Climate Change: Towards Balanced Growth and Resilience. 
Chennai. 

4 The design and monitoring framework is in Appendix 1. 
5  There is no drainage subproject planned in Project 2. Drainage subprojects are planned in Project 3.  
 

https://www.adb.org/projects/documents/ind-state-level-support-national-flagship-urban-programs-pptar
https://www.adb.org/projects/documents/ind-state-level-support-national-flagship-urban-programs-pptar
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and (iv) in Vellore 288 km of new sewage collection system constructed, 28,900 households 
connected, and three pump and five lift stations constructed.6   
 
5. Output 2: Water supply systems in two cities improved with smart features. Works 
in Tiruppur and Madurai include7 (i) 1,260 km of new distribution pipelines commissioned with 
100% households connected (188,900 households) in 66 newly established district metering 
areas (DMAs) with smart water features to reduce nonrevenue water (NRW);8 (ii) 66 new 
reservoirs with combined capacity of 92 million liters constructed; (iii) 3 pump stations (combined 
capacity of 7,225 kW) constructed; (iv) 196 km new transmission mains and 230 km of feeder 
mains constructed; (v) two new intakes and two new water treatment plants (WTPs) of combined 
capacity of 321 MLD constructed; and (vi) at least 80% of technical staff of implementing agencies 
in two cities reported improved knowledge and skills in NRW reduction with 75% women 
participation. The breakdown by city is (i) in Tiruppur, 1,060 km of distribution pipelines in 29 
DMAs, 29 storage reservoirs, two pump stations (5975 kW), 46 km of transmission mains and 
121 km of feeder mains, and a new intake with 196 MLD WTP; and (ii) in Madurai, 200 km of 
distribution pipelines in 37 DMAs, 37 storage reservoirs, one pump station (1250 kW), 150 km 
transmission mains and 109 km feeder mains, and a new intake structure with 125 MLD WTP. 
 
6. Output 3: Institutional capacity, public awareness, and urban governance in ten 
cities strengthened. A performance-based grant program will be implemented for 10 program 
cities9 to incentivize (i)  targeted household connections for water and sewerage projects,  
(ii) timely completion of projects under the MFF as per the original implementation schedule,  
(iii) actions in fecal sludge management in areas not covered by the central sewerage system, 
(iv) reuse of treated wastewater,10 and (v) implementation of the gender action plan among others. 
Output 3 also includes targets to improve (i) awareness on water conservation and hygiene, (ii) 
urban data management, and (iii) knowledge on mainstreaming gender. 
 
7. The scope of Project 2 is included in Table 1. 
 

Table 1: Scope of Project 2 

Item Descriptions Unit 
Tranche 2  
2019–2026  

Output 1 

Sewage treatment capacity rehabilitated   MLD  15.00 
Sewage treatment capacity newly added  MLD  72.71 
sewage collection pipelines constructed  km  1,256.00 
Number of house service connections   nos.  152,580.00 
Sewage pumping capacity added  kW  3,690.00 
Treated sewage for industrial reuse provided  MLD  3 
Community water and sanitation committees   formed  nos.  8 

 
6  In Tiruchirappalli and Vellore sewerage subprojects, the sewage collected under Project 2 will be treated by STPs 

developed under Project 1. 
7  Madurai was not included in the original list of 10 cities (footnote 7) under the MFF and complies with the city and 

subproject selection criteria in Schedule 4 of the FFA.  
8 Smart features include electromagnetic flow meters, district metering areas (DMA)-based distribution management 

with 100% metering, supervisory control and data acquisition (SCADA) systems, and energy-efficient water pumps. 
9  The 10 program cities include: Ambur, Coimbatore, Cuddalore, Madurai, Rajapalayam, Thoothukudi, Tiruchirappalli, 

Tirunelveli, Tiruppur and Vellore. Chennai is not included since it does not fall under CMA’s mandate. Non-program 
ULBs with functioning wastewater systems are also included for the wastewater reuse target only. 

10 Reuse of treated wastewater will be promoted to all 10 program cities. At least one city (Ambur) is expected to reuse 
3,000 cubic meters per day of treated wastewater for industrial purposes.  
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Item Descriptions Unit 
Tranche 2  
2019–2026  

Output 2 

Water distribution pipelines constructed  km  1,260 
Water supply customer connections provided  nos.  1,88,900 
Pumps replaced /added  kW  7,225 
DMAs established  nos.  66 
Water Treatment Plant Installed MLD  321 
New reservoirs constructed   ml  92 

Output 3 

Awareness campaign for 600 School children, 
teachers and administrators and 2 all women SHGs 
for water conservation and hygiene conducted  

no.  2 

Urban Governance and Data Management Centre 
Established in CMA nos.  1 

New data base with sex-disaggregated data 
established in urban data and governance 
improvement cell for 10 cities 

no.  10 

Training on gender and social inclusion in urban 
governance provided to at least 40 CMA and ULB 
staff including 100% eligible female staff 

nos.  40 

CMA= Commissionerate of Municipal Administration, DMA= district metering area, km= kilometer, kW= kilowatt,  
ml= milliliter, MLD= million liters per day, nos= numbers, ULB= urban local body. 
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 IMPLEMENTATION PLANS 
A. Project Readiness Activities 

Table 2: Tranche 2 Readiness Activities 

Indicative Activities  
2019 2020 2021 Responsible 

Agency  Q1  Q2  Q3  Q4  Q1  Q2  Q3  Q4  Q1  Q2  Q3  Q4  
ADB loan fact-finding 
mission     April                          GOTN, ADB, 

DEA  
Establishment of project 
implementation 
arrangements  

  June                     
TNUIFSL, 
CMA, ULBs, 
TWAD 

Issuance of RFPs for CMSC 
recruitment for Madurai January                       TNUIFSL  

Consultant mobilization       October                 TNUIFSL, 
PIU  

Approval of all works bidding 
documents      September                   

GOTN, 
TNUIFSL, 
PIU, ADB  

IFB advertisement for all 
works packages      October                   TNUIFSL, 

PIU  
ADB Management Review 
Meeting     August                     ADB  

Loan negotiations       October                  

Government 
of India, 
GOTN, 
TNUIFSL, 
PIU, ADB  

Management approval        November                 ADB 

Loan signing        December                 
Government 
of India, 
GOTN, ADB  

Loan effectiveness          March               
Government 
of India, 
GOTN  

ADB= Asian Development Bank, CMA= Commissionerate of Municipal Administration, CMSC= construction management and supervision consultant,  
EOI= expression of interest, GOTN= Government of Tamil Nadu, IFB= invitation for bidding, PIU= program implementation unit, PMU= program management unit, 
Q= quarter, RFP= request for proposal, TNUIFSL= Tamil Nadu Urban Infrastructure Financial Services Limited, TWAD= Tamil Nadu Water Supply and Drainage 
Board. 
Source: Asian Development Bank estimates. 
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 OVERALL PROJECT IMPLEMENTATION PLAN 
 

Table 3: Project 2 Overall Project Implementation Plan 

Activities  2019 2020 2021 2022 2023 2024 2025 

   1  2  3  4  1  2  3  4  1  2  3  4  1  2  3  4  1  2  3  4  1  2  3  4  1  2  3  4  
1. DMF                                                                                  
1. Climate-resilient sewage 
collection and treatment, and 
drainage systems developed 
in six cities  

                                                                        
        

1. Approve DPR of all sewerage 
packages in Ambur, Tiruppur, 
Trichy and Vellore  

 

                                                                    
        

2. Bid out all sewerage 
packages     

                                                                             
3. Award all sewerage 
packages                                                                                
4. Complete and commission all 
sewerage contracts                                                                                
2. Water supply systems in 
three cities improved with 
smart features  

                                                                        
        

1. Approve DPR of all water 
supply packages in Madurai 
and Tiruppur  

       
  

                                                            
        

2. Bid out all water supply 
packages    

                                                                           
3. Award all water supply 
packages                                                                               
4. Complete and commission all 
water supply contracts                                                          
5. Mobilize NRW contractors 
and technical assistance 
consultants for CMA to train 
ULBs in NRW   
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Activities  2019 2020 2021 2022 2023 2024 2025 

   1  2  3  4  1  2  3  4  1  2  3  4  1  2  3  4  1  2  3  4  1  2  3  4  1  2  3  4  
3. Institutional capacity, 
public awareness & urban 
governance strengthened  

                                                                       
        

1. Evaluate reform indicators 
and decide on incentives 
annually through September 
2025 

        
 

      
 

      
 

      
 

      
 

      

 

      
2. Conduct pre-training surveys 
by July 2020 and post-training 
surveys by October 2020 

   
 

                    
    

3. Implement reforms and 
capacity development plan             

                                                                    
4. Initiate and complete 
establishment of Urban Data 
and Governance Improvement 
Cell in CMA  

                                                                       
        

5.Mobilize governance 
improvement and awareness 
consultant under Project 1 and 
conduct campaigns 

        

  

                                      
        

6. Continue implementation of 
GAP and CAPP                

                                                                 
4. Program Management 
Activities                                                                                  
Mobilize technical assistance 
consultants                                                      

                       
Mobilize governance 
improvement and awareness 
consultant under Project 1 to 
establish new databases by 
November 2019 

          

  

                                                         

        
CAPP= community awareness and participation plan, CMA= Commissioner of Municipal Administration, DMF= design and monitoring framework, DPR= detailed 
project report, GAP= gender action plan.  
Source: Asian Development Bank.  
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Table 4: Procurement and Implementation Schedule of All Packages under Project 2 

Contract Package DPR Bidding 
Contract 
Award 

Contract 
Completion 

Sewerage Packages 
TNUFIP/TIRP-III/01: Providing sewerage collection system in the extended areas of 
Corporation for UGSS in Trichy Corporation under Phase-III  2018 Q2 2019 Q4 2019 Q4 2022 

TNUFIP/ABR/01: Providing sewerage collection system for UGSS in Ambur Municipality under 
Package – 1 2018 Q1 2018 Q3 2018 Q3 2021 

TNUFIP/ABR/02: Construction of Sewage Treatment Plant of capacity 16.71 MLD on DBOT 
basis for UGSS in Ambur Municipality under Package-2 2018 Q2 2019 Q2 2019 Q2 2022 

TNUFIP/TPU/UG/1: Providing Sewerage Collection System, Construction of Sub-Pumping 
Stations, Master Pumping Stations, Supply, laying and jointing Pumping Mains in sewer Zones 
5, 6 and 7 in Tiruppur Corporation under Package-1  

2018 Q2 2019 Q4 019 Q4 2022 

TNUFIP/TPU/UG/2: Providing Sewerage Collection System, Construction of Sub-Pumping 
Stations, Master Pumping Stations, Supply, laying and jointing Pumping Mains in sewer Zones 
8, 13 and 14 and Expansion of the existing STP at Sarkarperiyapalayam and Rejuvenation of 
Existing SPS & MPS in Tiruppur Corporation under Package-2 

2018 Q2 2018 Q1 2019 Q1 2022 

TNUFIP/TPU/UG/3: Providing Sewerage Collection System, Construction of Sub-Pumping 
Stations, Master Pumping Stations, Supply, laying and jointing Pumping Mains in sewer Zones 
9, 15, 16 and 17 in Tiruppur Corporation under Package-3 

2018 Q2 2018 Q1 2019 Q1 2022 

TNUFIP/TPU/UG/4: Construction of Two nos. of Sewage Treatment Plant of capacity 36 MLD 
expandable to 44 MLD in Sarkarperiyapalayam and 20 MLD expandable to 26 MLD in 
Chinnandipalayam on DBO basis in Tiruppur Corporation under Package-4 

2018 Q2 2018 Q1 2019 Q1 2022 

TNUFIP/VEL-III/01: Providing sewerage collection system in Zone 3,4 &5 for UGSS in Vellore 
Corporation under Phase–III 2018 Q1 2018 Q1 2019 Q1 2022 

A. Water Supply Packages     
TNUFIP/MDU/WS/1: Providing Dedicated Water Supply scheme for Madurai City Municipal 
Corporation from Mullai Periyar River at Lower Camp- Construction of Head works and Raw 
water pumping main - Package -1 

2018 Q2 2019 Q4 2019 Q3 2022 

TNUFIP/MDU/WS/2: Providing Dedicated Water Supply scheme for Madurai City Municipal 
Corporation from Mullai Periyar River at Lower Camp- Construction of Water Treatment Plant of 
capacity 125 MLD and SCADA arrangements for WTP, Head Works, Raw Water Carrying 
Main, Clear Water Carrying Main, Feeder Main and Service Reservoir on DBO basis-Package-
2 

2018 Q2 2018 Q1 2019 Q1 2022 

TNUFIP/MDU/WS/3: Providing Dedicated Water Supply scheme for Madurai City Municipal 
Corporation from Mullai Periyar River at Lower Camp- Construction of Service reservoir, feeder 
main and Clear Water Transmission Main - Package -3 

2018 Q2 2019 Q4 2019 Q3 2022 
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Contract Package DPR Bidding 
Contract 
Award 

Contract 
Completion 

TNUFIP/MDU/WS/4: Providing Dedicated Water Supply scheme for Madurai City Municipal 
Corporation from Mullai Periyar River at Lower Camp- Providing distribution system with DMA 
based management targeting NRW Reduction- Package -4 

Q2 2019 Q4 2019 Q2 2020 Q2 2023 

TNUFIP/TPU/WS/1: Providing water supply improvement scheme in Tiruppur Corporation-
Construction of Raw Water Intake well, Pump House with Surge Protection Tank, Supply and 
installation of Pumpset and motors with all electrical works in Bhavani River bank at 
Mettupalayam and Supplying, Laying and Jointing of Pumping Main from Raw Water Intake to 
Water Treatment Plant near Annur including Pipe Carrying Bridges where ever necessary-
Package-1 

2018 Q2 2018 Q1 2019 Q1 2022 

TNUFIP/TPU/WS/2: Providing water supply improvement scheme in Tiruppur Corporation- 
Construction of Water Treatment Plant of capacity 196 MLD expandable to 270 MLD with 
complete internal SCADA system on Design Build Operate and Transfer basis for New Water 
Supply Scheme Tiruppur City Municipal Corporation-Package-2 

2018 Q2 2018 Q2 2019 Q2 2022 

TNUFIP/TPU/WS/3: Providing water supply improvement scheme in Tiruppur Corporation- 
Supplying, Laying and Jointing Clear Water Gravity Main from Water Treatment Plant to OHTs 
in Tiruppur Corporation including Pipe Carrying Bridges where necessary and Providing 
SCADA facility for the entire project-Package-3. 

2018 Q2 2018 Q2 2019 Q2 2022 

TNUFIP/TPU/WS/4: Providing water supply improvement scheme in Tiruppur Corporation - 
Construction of 12 Nos (W.S Zones- 2, 3, 4, 8, 22, 23, 26, 28, 29, 30, 31, 32) of Elevated 
Service Reservoirs with Chlorination facility and providing Distribution system including HSC in 
Corporation Zone-I & II area - Package-4 

2018 Q2 2018 Q1 2019 Q1 2022 

TNUFIP/TPU/WS/5: Providing water supply improvement scheme in Tiruppur Corporation - 
Construction of 17 Nos (W.S Zones- 34, 35, 36, 37, 38, 39, 40, 43, 44, 48, 50, 52, 54, 56, 57, 
60, 70) of  Elevated Service Reservoirs with Chlorination facility and providing Distribution 
system including HSC in Corporation Zone-II area - Period of Completion : 36 months followed 
by 6 months Trial Run and commissioning -Package-5 

2018 Q2 2018 Q1 2019 Q1 2022 

TNUFIP/TPU/WS/6: Providing water supply improvement scheme in Tiruppur Corporation – 
DMA based distribution management targeting NRW reduction in representative distribution 
zones -Package-6 

Q2 2019 Q4 2019 Q2 2020 Q2 2023 

B. Consulting Packages     

CMSC for Madurai 
 

Q2 2018 Q2 2019 Q2 2023 

DBO= design, build, and operate;  DMA=  district metering areas;  HSC=  house service connection;  MLD= million liters per day; NRW= nonrevenue water;  
OHT= overhead tank; SCADA=  supervisory control and data acquisition; STP= sewage treatment plant; UGSS= underground  sewerage system; WTP= water 
treatment plant.
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 PROJECT MANAGEMENT ARRANGEMENTS 
 
8. The Municipal Administration and Water Supply Department (MAWS) acting through Tamil 
Nadu Urban Infrastructure Financial Services Limited (TNUIFSL) will be the executing agency. A 
program steering committee, headed by Principal Secretary, MAWS Department, Government of 
Tamil Nadu (GOTN), will provide overall guidance and strategic directions to the program. A 
program management unit (PMU), headed by the Managing Director, TNUIFSL acting as Program 
Director established under Project 1 within TNUIFSL will continue to provide overall management, 
planning, implementing, monitoring, reporting, and coordinating the project. The 
Commissionerate of Municipal Administration (CMA) will act as the Deputy Program Director in 
the PMU. The project ULBs, represented by respective Municipal Commissioners, will be the 
implementing agencies for works in cities/towns and will establish program implementing units 
(PIUs) headed by a municipal engineer as full-time Project Manager. The PIUs will comprise of 
dedicated staff responsible for overseeing implementation of projects on a day-to-day basis. The 
PIUs will be supported by a contract management and supervision consultant (CMSC) recruited 
by TNUIFSL.11 Ambur with less project implementation experience will utilize implementation 
support from the Tamil Nadu Water Supply and Drainage (TWAD) Board to strengthen 
implementation capacity. In these cities, TWAD will establish a PIU and the ULB will appoint 
counterpart staff to coordinate implementation activities. For the institutional capacity, public 
awareness, and urban governance component, the PIU established under Project 1 in CMA shall 
continue to support in Project 2. This PIU shall continue to use governance improvement and 
awareness consultant (GIAC) responsible for supporting the activities in  
Project 2.  

9. The PMU staff will be mostly drawn from TNUIFSL, CMA, and municipal services, and, if 
required, will also be seconded from the other government departments such as TWAD, on 
deputation. The PIU staff will be drawn from the engineering units of the participating ULBs and 
augmented from the same government departments mentioned above as required. The CMSC 
will assist the PIUs to implement, manage, and monitor works of the program. With the help of 
PMU, PIUs will design infrastructure, manage procurement processes, supervise construction, 
assure technical quality of designs and construction, and provide support on capacity building, 
governance improvement, and awareness building. The implementing agencies will procure 
contractors and manage construction and commissioning activities. For social and environmental 
safeguards, the PMU and PIUs will appoint staff to oversee safeguards monitoring and 
compliance. 

10. The roles and responsibilities are summarized in Table 5. 

Table 5: Management Roles and Responsibilities 
Program Implementation 

Arrangements 
Management Roles and Responsibilities 

 
Executing Agency:  
MAWS acting through 
TNUIFSL 

• Negotiate, sign, and execute the program; 
• Allocate and release government counterpart funds on time; 
• Facilitate obtaining administrative sanction from the government 

for overall program and for all the subprojects with PIU staffing;  
• Facilitate obtaining timely government-level approvals for 

smooth implementation of the program; 
• Monitor program implementation progress and ensure timely 

actions for completion of the project; 
 

11  The CSMCs recruited under project 1 shall continue to support in project 1 cities. A new CMSC shall be recruited for 
Madurai and Tiruppur (New Tirupur Area Development Corporation Limited with government funds). 
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Program Implementation 
Arrangements 

Management Roles and Responsibilities 
 

• Responsible for annual independent audits of program 
accounts; and 

• Plan, implement, and monitor public relations activities; 
safeguards; gender mainstreaming initiatives and community 
participation activities, with the support of PIUs. 

Program Steering 
Committeea (headed by 
Principal Secretary, MAWS) 
Members:  
• Managing Director, TNUIFSL 

(Convener) 
• Commissioner of Municipal 

Administration 
• Managing Director, TWAD 
• Managing Director, 

TUFIDCO 

• Provide strategic guidance; 
• Provide policy decisions to support smooth program 

implementation; 
• Facilitate inter-departmental coordination and cooperation; 
• Support TNUIFSL with government/ministerial level approvals; 

and 
• Review and monitor the physical and financial progress of the 

subprojects. 
 
 
 

Program Management Unit  
• Program Director: Managing 

Director, TNUIFSL  
• Deputy Program Director: 

CMA 
 

PMU Staff (10):  
• Technical Expert  
• Accounts Officer 
• Financial Officer/s 
• Safeguards Officers 
• Procurement Officer/s 
• Administrative Officer 
 

Program and Financial Management 
• Overall responsibility of the investment program and financial 

management and administering program procedures and 
guidelines; 

• Oversee MFF design of all projects in individual tranches; 
• Prepare periodic financing requests for tranches; 
• Review the DPRs submitted by ULBs/implementing agencies and 

obtain approval from ADB and government; 
• Undertake project appraisals based on technical, financial, 

economic and safeguards compliance as agreed by GOTN/ 
TNUIFSL and ADB; 

• Undertake financial structuring and obtain approval for the sub-
projects from the Sanctioning Committee; 

• Sanction and disburse loan and grant funds to subprojects based 
on progress and timely provision of counterpart funds from state 
finance department; 

• Manage overall contract award and disbursement performance 
• Manage overall fund flow; 
• Provide overall technical and implementation guidance to the 

PIUs as required; 
• Facilitate approval of various implementation related requests 

from the PIUs; 
• Develop annual work plans, work schedules and budgets; 
• Sign key documents including withdrawal applications and audit 

reports; 
• Timely submit withdrawal applications; 
• Establish financial accounting and control systems and ensuring 

accurate and timely report submissions and funds flow from ADB. 
• Monitor safeguards compliance of PIUs; 
• Act as focal point for communication with the ADB;  
• Ensure compliance with loan covenants, ADB’s guidelines, 

procedures and policies; 
• Facilitate ADB program review missions; and 
• Represent the program at Tripartite Portfolio Review Meetings. 
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Program Implementation 
Arrangements 

Management Roles and Responsibilities 
 

Accounting and Reporting 
• Report the program’s progress to GOTN and ADB (quarterly); 

and 
• Submit audited project accounts to GOTN and ADB (annually). 

 
Safeguards compliance 
• Review and monitor safeguards compliance by PIUs and 

support corrective actions as necessary; 
• Submit semi-annual safeguard monitoring reports to ADB; and  
• Guide PIUs as and when necessary on safeguards compliance 

and arrange capacity building for PIUs. 
 

Recruitment of Consultants 
• Recruit consultants in accordance with ADB consultant 

recruitment guidelines and make payments to them; and 
• Obtain ADB’s concurrence for consultants’ recruitment. 

 
Procurement of Works/Goods Contracts  
• Support ULB PIUs with preparation of bid documents as 

required, and with procurement process; 
• Obtain ADB concurrence for bid documents, bid evaluation 

reports and contract awards; and 
• Ensure compliance with ADB procurement policies and 

procedures. 
Project Implementing Units  
• Project ULBs  
• CMA 
• TWAD Board 
 
• PIU Staff (5):b  
• Project Manager 
• Technical Expert 
• Accounts/Financial Officer 
• Safeguards-gender Officer 
• Contract Management 

Officer 
 

Project Management 
• Responsible in managing subprojects; and 
• Responsible for day-to-day implementation, monitoring and 

reporting. 
 

Procurement of works/goods contracts 
• Prepare bidding documents for goods and works and submit 

through PMU to ADB for approval; 
• Issue invitation for bids, evaluate bids and submit reports to 

ADB through PMU for approval and award contracts after 
approval from ADB; and 

• Check all clearances including administrative, regulatory and 
statutory approvals. 
 

Supervision and Monitoring of the Construction Works  
• Oversee, coordinate and monitor works (civil, electrical and 

mechanical) and supply of equipment and materials ensuring 
sound works supervision and high-quality control and any other 
technical matters and issue certificates for acceptance; 

• Measure and record acceptable works, check contractor’s/ 
suppliers’ invoices and recommend payments to the contractors; 

• Manage contracts, prepare variation orders; and submit 
variation requests to approving authority with due intimation to 
PMU; 

• Coordinate preparation of final measurement and 'as built' 
drawings; and 

• Monitor implementation. 
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Program Implementation 
Arrangements 

Management Roles and Responsibilities 
 

Safeguards Compliance 
• Ensure compliance with safeguard frameworks and plans;  
• Responsible for updating safeguard documents per detailed 

engineering design 
• Facilitate consultation with stakeholders and disclose program 

information in consultation with PMU; 
• Address grievances through the GRM;  
• Coordinate land acquisition actions, if required; 
• Ensure implementation of GAP; and 
• Submit quarterly safeguard monitoring reports to PMU. 

 
Accounting and Reporting 
• Open and administer project account; 
• Prepare monthly, quarterly, mid-term and final progress reports; 

and 
• Payments, accounting and reporting to the PMU.   

 
Manage Disbursements 
• Retain supporting documents for safekeeping and audit; and 
• Complete all reporting requirements, including the annual audit 

report and financial statements. 
 

Advance Project Preparation    
• Prepare DPRs and bidding documents for future tranches. 

 
Supervise Contract Management and Supervision Consultants  
• Review and approve all site investigation subcontracts; 
• Monitor, review, evaluate and approve all outputs of the 

consultants including the DPRs and the tender documents; 
• Finalize project components and works packages; and 
• Review and recommend all consultants’ invoices. 
• Act as Deputy Program Director;   
• Implement urban governance and reforms component of the 

program; 
• Establish and manage Urban Data and Governance 

Improvement Cell; and  
• Recruit the Urban Governance and Awareness Consultant 

TWAD Board • Provide technical support to ULBs; 
• Deploy qualified full-time design, construction supervision and 

safeguards monitoring staff to ensure timely completion of sub-
projects;  

• Provide additional technical support from the local TWAD Head 
Office to the PIUs for speedy resolution of implementation 
related issues such as variations, deviations, time and cost 
control, among others;  

• Provide backup technical support for review and finalization of 
DPRs, bid documents, bidding and award of contracts; and  

• Review and monitor the subprojects implementation when 
requested by ULBs. 

Asian Development Bank • Monitor overall program and subproject performance; 
• Communicate with TNUIFSL on program implementation; 
• Attend tripartite review meetings; 



13 

 
 

Program Implementation 
Arrangements 

Management Roles and Responsibilities 
 

• Review and approve procurement activities as per agreed 
Procurement Plan; 

• Process withdrawal applications for disbursement; 
• Disclose program information to the public as per ADB policy;  
• Approve and monitor safeguards documents and 

implementation compliance including GAP and CAPP 
implementation; 

• Monitor annual audits of program accounts, by private auditing 
firm or Auditor General of India, as selected by TNUIFSL; 

• Field review missions; 
• Facilitate knowledge sharing; 
• Provide training in program management to PIU staff; and 
• Support TNUIFSL and CMA through various capacity building 

activities. 
ADB= Asian Development Bank, CAPP= community awareness and participation plan, CMSC= contract management 
and supervision consultant, CMA= Commissioner of Municipal Administration, DPR= detailed project report,  
EARF= environmental assessment and review framework, EOI= expression of interest, GAP= gender action plan, 
GOTN= Government of Tamil Nadu, GRM= grievance redress mechanism, ICB= international competitive bidding, 
IEE= initial environmental examination, NCB= national competitive bidding, MAWS= Municipal Administration and 
Water Supply, MFF= multitranche financing facility, PDF= project design facility, PIU= program implementation unit, 
PMU= program management unit, RFP= request for proposal, TNUIFSL= Tamil Nadu Urban Infrastructure Financing 
Services Limited, TUFIDCO= Tamil Nadu Urban Finance and Infrastructure Development Corporation Limited,  
TWAD= Tamil Nadu Water Supply and Drainage Board, ULB= urban local body.  
a  Government of Tamil Nadu constituted a state level inter-departmental coordination committee to discuss and resolve 

inter-departmental issues. This committee constitutes heads or state level heads of various GOTN and Government 
of India departments. The program shall also be included under the ambit of this committee. 

b  Where TWAD sets up PIUs the following arrangement applies for safeguards and gender activities: (i) TWAD will 
appoint an environmental safeguards officer, (ii) CMA will appoint social safeguards and gender monitoring experts, 
and (iii) ULB will provide a safeguards-gender officer to coordinate monitoring activities. 

Source: Asian Development Bank. 
 
A. Key Persons Involved in Implementation  
 
Executing Agency  
MAWS acting through TNUIFSL 

Mr. Harmander Singh, IAS 
Principal Secretary to Government 
Municipal Administration and Water Supply Department  
Phone :25670491(O) 
Email: mawssec(at)tn.gov.in 

 Secretariat, Chennai - 600 009 
 
Ms. Kakarla Usha, IAS 
Managing Director, TNUIFSL and Program Director  
Phone:044-2464 3103 / 3104 / 3105   
E-mail: md tnuifsl.com   
19, TP Scheme Rd, Raja Annamalai Puram, Chennai, 
Tamil Nadu 600028  
 

Asian Development Bank 
Urban Development and Water 
Division 
South Asia Department 

Mr. Norio Saito 
Director 
Tel: +632 632 6923 
Email: nsaito@adb.org  
6 ADB Avenue, Mandaluyong City,  
1550 Metro Manila, Philippines 

mailto:Email:
mailto:nsaito@adb.org
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Mission Leader Ms. Vivian Castro-Wooldridge 

Urban Development Specialist  
Tel: +63 855 15244 
Email: vcastro@adb.org  
Metro Park Building, Lazimpat,  
Ward No. 2, P.O. Box 5017,  
Kathmandu, Nepal 

 

mailto:vcastro@adb.org
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 PROJECT ORGANIZATION STRUCTURE  
 

Figure 1: Organization Structure 

 
 
- - - monitoring role 

CMA= Commissionerate of Municipal Administration, PIU= program implementation unit, TWAD= Tamil Nadu Water Supply and Drainage Board, ULBs= urban local 
bodies.
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 COSTS AND FINANCING 
 
11. Tranche 2 is estimated to cost $593.0 million, and its investment plan is shown in Table 6. 
The Government of India submitted a periodic financing request for a loan of $206.0 million from 
ADB’s ordinary capital resources to help finance Tranche 2. The loan will have a 25-year term, 
including a grace period of 5 years, 10% annuity repayment method, an annual interest rate 
determined in accordance with the ADB’s LIBOR-based lending facility, a commitment charge of 
0.15% every year, a maturity premium of 0.2% and such other terms and conditions set forth in 
the draft loan and project agreements. 12 
 

Table 6: Project 2 Investment Plan ($ million) 
Item  Amounta 
A. Base Costsb  
 1.   Climate resistant sewage collection and treatment systems developed  180.08  
 2.   Water supply systems improved with smart features  305.65   

3.   Institutional capacity development, public awareness and urban 
governance strengthened  

  23.03  

 Subtotal (A)  508.76  
B. Contingenciesc   62.51  
C.  Financing Chargesd    21.73 

Total (A+B+C)  593.00 
a In mid-2019 prices; Exchange rate of $1 = ₹70.0 is used. 
b Includes taxes and duties of $49.61 million to be financed from government resources by cash contribution.   
c Physical contingencies are computed at 5.0% for civil works and equipment. Price contingencies are computed at 

an average of 1.5%–1.6% on foreign exchange costs and 5.0% on local currency costs and includes provision for 
potential exchange rate fluctuation under the assumption of a purchasing power parity exchange rate. 

d Includes interest and commitment charges. Interest during construction for the ADB loan has been computed at the 
5-year US dollar fixed-swap rate plus a spread of 0.5% and a maturity premium of 0.2%. Commitment charges for 
the ADB loan are 0.15% per year to be charged on the undisbursed loan amount.  

Source: Asian Development Bank estimates. 
 
12. The Government of Tamil Nadu will provide $387.0 million towards the investment costs 
of the Tranche 2 to finance: (i) taxes and duties; (ii) road restoration (other department roads);  
(iii) land acquisition and resettlement; (iv) incremental administration costs; (v) contingencies;  
(vi) financing charges during implementation; and (vii) part of the works and equipment; and will 
provide the loan proceeds and counterpart funds to the implementing agency as a mix of loan 
and/or grant. The government has assured that it will meet any financing shortfall to ensure that 
project outputs are fully achieved. The government has provided ADB with (i) reasons for its 
decision to borrow under ADB’s London interbank offered rate-based lending facility based on the 
terms and conditions, and (ii) an undertaking that the choice was its own decision and not made 
based on any communication or advice from ADB. The summary financing plan for the project is 
in Table 7.  
 

Table 7: Project 2 Financing Plan  
Source Amount ($ million) Share of Total (%) 
Asian Development Bank   
     Ordinary Capital Resource (regular loan) 206.0   34.7% 
Government 387.0   65.3% 

Total 593.0 100.0% 
 Source: Asian Development Bank estimates. 
 

 
12 The maturity-based premium of 0.2% is based on the loan term and the government’s repayment period.   



 

 
 

13.            Climate change features are built into the subproject designs.13  Climate mitigation is 
estimated to cost approximately $174.5 million and climate adaptation approximately $60.9 million 
with relevant ADB financing shares applied.  
 
A. Cost Estimates Preparation and Revisions  
 
14. The cost estimates were prepared based on the detailed project report, where available, 
and other relevant details of subprojects. The cost estimate model was prepared using Microsoft 
Excel and, is available from the project preparation team and the PMU. The cost estimates will 
be further revised during the implementation by the PMU. 

B. Key Assumptions 
 
15. The following key assumptions underpin the cost estimates and financing plan: 

(i) Exchange rate: ₹70.00 = $1.00 (as of April 2019); and  
(ii) Price contingencies based on expected cumulative inflation over the 

implementation period are as follows: 
 

Table 8: Escalation Rates for Price Contingency Calculation 
Item 2019 2020 2021 2022 2023 2024 2025 Annual Average 
Domestic rate of price inflation 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 5.0% 
Foreign rate of price inflation 1.5% 3.0% 4.6% 6.2% 7.8% 9.4% 11.0% 1.6% 
Source: Asian Development Bank estimates. 

 
(iii) In-kind contributions cannot be easily measured and have not been quantified. 

 

 
13 Climate change measures include: (i) mitigation: greenhouse gas reduction through new sewage collection and 

treatment systems, maximizing gravity flow in bulk water systems to save energy and avoid CO2 emissions  (28,498 
tons per annum); and (ii) adaptation: 100% household connections to prevent flooding during extreme rainfall events, 
reuse of wastewater to lower water demand during droughts, new sewage treatment to reduce pollution risk to water 
bodies from droughts, SCADA systems to address flood risks, tapping sustainable sources of water to build resilience 
during drought, advanced water treatment filtration to adapt to higher turbidity from more intense rainfall, flow meters, 
SCADA, and NRW reduction for demand-side management  to enhance water conservation, .    
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C. Detailed Cost Estimates by Expenditure Category  
 

Table 9: Detailed Cost Estimates by Expenditure Category  

Item 

₹ million $ million 
% of Total 
Base Cost 

Foreign 
Exchange 

Local 
Currency 

Total 
Cost 

Foreign 
Exchange 

Local 
Currency 

Total 
Cost 

A. Investment Costs          
1 Civil works and equipment 5,191.56  26,954.31 32,145.86 74.17 385.06 459.23    90.3% 
2 Provisional Items, road restoration, etc. -    1,798.26 1,798.26 - 25.69 25.69     5.0% 
3 Resettlement (Land) -    56.75 56.75 - 0.81 0.81     0.2% 

4 
Performance based governance 
improvement incentive -    1,050.00 1,050.00 - 15.00 15.00     2.9% 

5 
Contract management and supervision 
consultancy 30.28  157.22 187.50 0.43 2.25 2.68     0.5% 

 Subtotal (A) 5,221.84  30,016.54 35,238.38 74.60 428.81 503.41    98.9% 
B. Recurrent Costs        

1 Incremental Administrative Costs -    374.80 374.80 - 5.35 5.35     1.1% 
 Subtotal (B) -    374.80 374.80 - 5.35 5.35     1.1% 
 Total Base Cost 5,221.84  30,391.34 35,613.18 74.60 434.16 508.76 100.0% 

C. Contingencies        
1 Physical Contingencies 259.58  1,347.72 1,607.29 3.71 19.25 22.96     4.5% 
2 Price Contingencies 447.00  2,320.80 2,767.80 6.39 33.15 39.54     7.8% 
 Subtotal (C) 706.58  3,668.52 4,375.09 10.09 52.41 62.50    12.3% 

D. Financing Charges     -   
1 Interest During Implementation 1,472.47  - 1,472.47 21.04 - 21.04     4.1% 
2 Commitment Charges 49.26  - 49.26 0.70 - 0.70     0.1% 
 Subtotal (D) 1,521.73  - 1,521.73 21.74 - 21.74     4.3% 

Total Project Cost (A+B+C+D) 7,450.14  34,059.86 41,510.00 106.43 486.57 593.00 116.6% 
₹ = Indian Rupee.  
Notes:    1. Numbers may not sum precisely because of rounding. 

2. The costs of the actual audits of the program are minor and will be borne by the government. 
3. Environmental monitoring and implementation of resettlement plan, gender action plan, and public communication costs are absorbed in B1. The 

estimated cost for environmental monitoring and resettlement plan implementation is $ 2.3 million, and for public communication, $100,000. GAP 
implementation costs (excluding experts’ inputs covered under GIAC budget) are estimated as $164,000.   

Source: Asian Development Bank estimates.
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D. Allocation and Withdrawal of Loan and Grant Proceeds  
 

Table 10: Allocation and Withdrawal of Loan Proceeds under Tranche 2 
No. Item Amount Allocated for ADB 

Financing ($) Category 
Basis for Withdrawal from 

the Loan Account 

1 Works and equipment   188,730,000  41.1% of total expenditure 
claimed 

2 Performance based governance 
improvement incentive   15,000,000  100.0% of total expenditure 

claimeda 

3 Contract management and 
supervision consultancy  2,270,000  84.7% of total expenditure 

claimed 
Total 206,000,000  

a  Exclusive of taxes and duties imposed within the territory of the Borrower. 
Source: Asian Development Bank estimates. 
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E. Detailed Cost Estimates by Financier 
 

Table 11: Tranche 2 Detailed Cost Estimates by Financier ($ million)  

Item Total 
Cost  

ADB Loan GOTN 
$ % Tax Non-Tax Total % 

A. Investment Costs              

1 Civil works and equipment 459.23 188.73 41.1%   49.20      221.29    270.50  58.9% 
2 Provisional Items, road restoration, etc. 25.69 - 0.0%         -          25.69      25.69  100.0% 
3 Resettlement (Land) 0.81 - 0.0%         -            0.81        0.81  100.0% 
4 Performance based governance improvement incentive 15.00 15.00 100.0%         -     -           -    0.0% 
5 Contract management and supervision consultancy 2.68 2.27 84.7%     0.41   -       0.41  15.3% 

 Subtotal (A) 503.41 206.00 40.9%   49.61      247.79    297.41  59.1% 
B. Recurrent Costs             
1 Incremental Administrative Costs 5.35 - 0.0%         -            5.35        5.35  100.0% 

 Subtotal (B) 5.35 - 0.0%         -            5.35        5.35  100.0% 

 Total Base Cost 508.76 206.00 40.5%   49.61      253.15    302.76  59.5% 
C. Contingencies             
1 Physical Contingencies 22.96 - 0.0% -        22.96      22.96  100.0% 
2 Price Contingencies 39.54 - 0.0% -        39.54      39.54  100.0% 

 Subtotal (C) 62.50 - 0.0%         -          62.50      62.50  100.0% 
D. Financing Charges             
1 Interest During Implementation 21.04 - 0.0% -        21.04      21.04  100.0% 
2 Commitment Charges 0.70 - 0.0% -          0.70        0.70  100.0% 

 Subtotal (D) 21.74 - 0.0%         -          21.74      21.74  100.0% 
Total Project Cost (A+B+C+D) 593.00 206.00 34.7% 49.61  337.39  387.00  65.3% 

Notes:     
1. Numbers may not sum precisely because of rounding. 
2. The costs of the actual audits of the program are minor and will be borne by the government. 
3. Environmental monitoring and implementation of resettlement plan, gender action plan, and public communication costs are absorbed in B1. The estimated 

cost for environmental monitoring and resettlement plan implementation is $ 2.3 million, and for public communication, $100,000. GAP implementation costs 
(excluding experts’ inputs covered under GIAC budget) are estimated as $164,000.  

Source: Asian Development Bank estimates.
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F. Detailed Cost Estimates by Outputs and/or Components 
 

Table 12: Tranche 2 Detailed Cost Estimates by Outputs ($ million) 
     Total 

Cost  
Output 1 Output 2 Output 3 

Items  $  %  $   %   $  % 
A. Investment Costs               
1 Civil works and equipment 459.23 168.69 36.7%   290.54  63.3% -  0.0% 
2 Provisional Items, road restoration, etc. 25.69 10.89 42.4%     14.80  57.6% -  0.0% 
3 Resettlement (Land) 0.81 0.51 62.4%       0.31  37.6% -  0.0% 
4 Performance based governance improvement incentive 15.00 - 0.0%  - 0.0%     15.00  100.0% 
5 Contract management and supervision consultancy 2.68 - 0.0%  - 0.0%       2.68  100.0% 

 Subtotal (A) 503.41 180.08 35.8%   305.65  60.7%     17.68  3.5% 
B. Recurrent Costs             
1 Incremental Administrative Costs 5.35 - 0.0%  - 0.0%       5.35  100.0% 

 Subtotal (B) 5.35 - 0.0%           -    0.0%       5.35  100.0% 
 Total Base Cost 508.76 180.08 35.4%   305.65  60.1%     23.03  4.5% 

C. Contingencies             
1 Physical Contingencies 22.96 8.43 36.7%     14.53  63.3% -  0.0% 
2 Price Contingencies 39.54 14.02 35.5%     23.81  60.2%       1.71  4.3% 

 Subtotal (C) 62.50 22.45 35.9%     38.34  61.3%       1.71  2.7% 
D. Financing Charges             
1 Interest During Implementation 21.04 7.46 35.5%     12.67  60.2%       0.91  4.3% 
2 Commitment Charges 0.70 0.25 35.5%       0.42  60.2%       0.03  4.3% 

 Subtotal (D) 21.74 7.71 35.5%     13.09  60.2%       0.94  4.3% 
Total Project Cost (A+B+C+D) 593.00 210.24 35.5%   357.07  60.2%     25.69  4.3% 

Notes:     
1. Numbers may not sum precisely because of rounding. 
2. The costs of the actual audits of the program are minor and will be borne by the government. 
3. Environmental monitoring and implementation of resettlement plan, gender action plan, and public communication costs are absorbed in B1. The estimated 

cost for environmental monitoring and resettlement plan implementation is $ 2.3 million, and for public communication, $100,000. GAP implementation costs 
(excluding experts’ inputs covered under GIAC budget) are estimated as $164,000.  

Source: Asian Development Bank estimates.



22 

 
 

G. Detailed Cost Estimates by Year 
 

Table 13: Tranche 2 Detailed Cost Estimates by Year ($ million) 
Item Total  2020 2021 2022 2023 2024 2025 

A. Investment Costs         
1 Civil works and equipment   459.23      76.41      90.76  91.29  84.00      76.34     40.42  
2 Provisional Items, road restoration, etc.      25.69        2.57        3.85  6.94   6.94        3.85       1.54  
3 Resettlement (Land)       0.81        0.81            -     -     -              -             -    
4 Performance based governance improvement incentive       15.00        3.75        3.75  3.75  3.75            -             -    
5 Contract management and supervision consultancy         2.68        0.48        0.43  0.43  0.43        0.43       0.48  

 Subtotal (A)      503.41      84.02      98.80  102.41  95.12      80.62     42.45  
B Recurrent Costs         
1 Incremental Administrative Costs          5.35        0.89        0.89  0.89  0.89        0.89       0.89  

 Subtotal (B)          5.35        0.89        0.89  0.89  0.89        0.89       0.89  

 Total Base Cost      508.76      84.91      99.69  103.30  96.01      81.51     43.34  
C. Contingencies   

      

1 Physical Contingencies  22.96        3.82        4.54   4.56   4.20        3.82       2.02  
2 Price Contingencies   39.54        3.28        5.54  7.54  8.72        8.92       5.54  

 Subtotal (C)   62.50        7.10      10.08  12.10  12.92      12.74       7.56  
D. Financing Charges   

      

1 Interest During Implementation 21.04        0.27        1.73  3.03  4.31        5.44       6.25  
2 Commitment Charges  0.70        0.14        0.23  0.17  0.11        0.05       0.01  

 Subtotal (D)  21.74        0.41        1.96    3.19  4.41        5.50       6.26  
Total Project Cost (A+B+C+D)   593.00      92.42    111.72   118.60  113.34      99.74     57.16  

Notes:     
1. Numbers may not sum precisely because of rounding. 
2. The costs of the actual audits of the program are minor and will be borne by the government. 
3. Environmental monitoring and implementation of resettlement plan, gender action plan, and public communication costs are absorbed in B1. The estimated 

cost for environmental monitoring and resettlement plan implementation is $ 2.3 million, and for public communication, $100,000. GAP implementation costs 
(excluding experts’ inputs covered under GIAC budget) are estimated as $164,000.  

Source: Asian Development Bank estimates.
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H. Contract and Disbursement S-Curve  
 
16. Projected contract awards and disbursements of the ADB loan are given in Table 14 and 
Figure 2. 
 

Table 14: Projected Contract Awards and Disbursements 

Year 
Contract Awards Disbursements 

Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4 Total 
2020 120.00 74.75 - - 194.75 8.76 9.05 5.20 4.96 27.97 
2021 - 3.75 - - 3.75 10.30 13.50 10.05 10.02 43.87 
2022 - 3.75 - - 3.75 9.72 13.47 9.62 9.72 42.53 
2023 - 3.75 - - 3.75 9.82 9.02 8.76 8.70 36.30 
2024 - - - - - 8.58 14.64 8.99 4.84 37.05 
2025 - - - - - 4.02 4.20 8.63 1.43 18.28 
Total 120.00 86.00 - - 206 51.20 63.88 51.25 39.67 206 

 
Figure 2: Contract Award and Disbursement S-Curve 
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I. Fund Flow Diagram 
 

Figure 3: Fund Flow Diagram  
 

 

 
 a  Fund from ADB loan will pass-through only GOTN to the PMU. Counterpart funds from the State government includes 
funds under Atal Mission for Rejuvenation and Urban Transformation (AMRUT). 
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 FINANCIAL MANAGEMENT 
 
A. Financial Management Assessment 
 
17. The financial management assessment (FMA) was conducted for the proposed second 
tranche of Tamil Nadu Urban Flagship Investment Program (TNUFIP) in accordance with the 
guidelines for the Financial Management and Analysis of Projects (2005), Financial Due 
Diligence: A Methodology Note (2009), and Financial Management Technical Guidance Note 
(2015) of ADB.14  
 
18. The FMA considered the capacity of the executing agency and the implementing agencies 
who will be implementing Tranche 2 of TNUFIP. As the executing agency, the Department of 
Municipal Administration and Water Supply (MAWS) under the GOTN executing Tranche 1 
through TNUIFSL will continue to execute Tranche 2. TNUIFSL will manage the ADB loan funds, 
project accounts, and consultancy work along with its PMU. The five ULBs namely, Ambur 
Municipality (AM), Vellore City Municipal Corporation (VCMC), Tiruchirapalli City Corporation 
(TCC), Tiruppur Municipal Corporation (TMC), and Madurai City Municipal Corporation (MCMC) 
will implement works components and the Commissionerate of Municipal Administration (CMA) 
will deal with the reform components as implementing agencies. In line with tranche 1, the project 
ULBs will be responsible for implementing sewerage (output 1) and water supply subprojects 
(output 2) and CMA will be implementing the urban governance and management reform program 
(output 3). 
 
19. The responsibilities of PMU include but not limited to: (i) preparing the project 
implementation plan and detailed work program; (ii) providing overall monitoring and guidance on 
project implementation; (iii) selection of subprojects in line with the agreed selection criteria; 
(iv) budgeting and financial planning and management; (v) providing technical support and overall 
guidance to implementing agencies; (vi) preparing periodic project progress and project 
completion reports; (vii) procuring consulting services; (viii) preparing, compiling and submission 
of audited project financial statements (APFS); (ix) preparing withdrawal applications (WA) and 
collect and maintain supporting documents for the claims; and (x) ensuring full compliance with 
ADB’s resettlement, environmental, and other safeguard policies. 
  
20. PIUs to be established in implementing agencies at four ULBs and in Tamil Nadu Water 
Supply and Drainage Board (TWAD) for 1 ULB (Ambur) will implement water and sewerage sub 
projects.15  The proposed PIU in CMA for implementing urban governance and management 
reform program under Tranche 1 will continue to implement the Tranche 2. The PIUs will be 
responsible for managing day-to-day project management including but not limited to: (i) liaising 
with PMU on project implementation; (ii) procuring works including making payments to 
contractors (except in case of PIU in TWAD, ULB will make payments); (iii) supervising and 
providing technical support to contractors; (iv) preparing progress reports for each contract; 
(v) obtaining right-of-way clearances; and (vi) participating in training and capacity building 
programs.   

 
14 ADB. 2005. Financial Management and Analysis of Projects. Manila, (ii) ADB. 2009. Financial Due Diligence--A 

Methodology Note. Manila; and ADB. 2015. Financial Management Technical Guidance Note. Manila. 
15 Even though PIU for Ambur subprojects located at TWAD, PIUs will carry out only construction supervision of the 

subprojects and send the contractor bills with its recommendation for payment to respective ULBs. ULBs will then 
process the contractors bill based on PIU recommendation and then make payment to Contractors. Thus, the funds 
are handled only by ULBs. 
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 21. A key aspect of FMA is evaluating the risks associated with financial arrangements for 
Tranche 2 of TNUFIP. ADB’s principal concern is to ensure that the project funds are used 
economically and efficiently for the purposes intended. ADB seeks assurance that the financial 
management system of the executing agency and implementing agency on the sources and uses 
of project funds. The FMA focused mainly on fund flows, organization and staffing, accounting 
policies and procedures, internal controls, financial reporting and monitoring, internal and external 
audits and information systems. The FMA also drew on lessons learnt from the ongoing tranche 
1 and on the results of the FMA questionnaire,16 discussions with officials of TNUIFSL, ULBs and 
CMA, and other information available through various reports.  
 
22. The major risk factors identified during the assessment that need to be addressed include: 

(i) Delay in setting up of dedicated PIUs may hamper timely and effective 
implementation of the proposed project; 

(ii) Vacant positions in VCMC, MCMC, TCC in accounts division, and lack of 
dedicated accounts staff positions in the PIUs may delay the processes;  

(iii) Lack of training plan on ADB procedures for the accounts staff of PMU and PIUs 
may cause delays in day-to-day financial management. 

 
23. Despite the highlighted risks, the financial management arrangements are satisfactory 
taking into the ongoing actions of GOTN, MAWS, CMA and TNUIFSL and on-going reforms17 and 
capacity development under various programs into consideration. The overall risk assessment for 
the proposed tranche is “Moderate”. The action plan for mitigating the foreseen risks includes the 
following measures: 

(i) CMA and MAWS to expedite the establishment of PIUs in implementing agencies; 
(ii) Filling up of vacant positions in VCMC, MCMC, TCC and creating or assigning 

dedicated account staff positions to support PIUs may mitigate the risk; 
(iii) The scope of the existing Internal audit functions to include project activities; 
(iv) Extending full training and capacity building support with the help of ADB to 

improve the financial management capacity of the accounts staff in PMU and PIUs. 
 

Table 15: Consolidated Financial Management Inherent and Control Risk Assessment 
Risk Type Risk Assessment Proposed Mitigation Measures 
A. Inherent Risk 
Country – 
Specific Risks  
(India) 

LOW 
The financial management capacity and auditing 
standard in India are sound.  
 
India has a strong accounting profession, although 
the accounting is done on cash basis in most levels 
of the government. 
 
GOTN has taken initiatives to improve governance, 
accountability and transparency through a mix of 
reforms in administration, service delivery and public 

 
Not applicable.  

 
16  The FMAQ dealt with the following topics: (i) executing and/or implementing agencies, (ii) funds flow arrangements, 

(iii) staffing, (iv) accounting policies and procedures, (v) internal audit, (vi) external audit; (vii) reporting and 
monitoring; and (viii) information systems. 

17 Tamil Nadu Government is implementing Urban Tree Information System (UTIS) with more than 20 modules which 
is an e-governance initiative in all Corporations and Municipalities in Tamil Nadu except Greater Chennai 
Corporation. UTIS will manage most of the activities (such as building plan approval, tax assessments, issue of birth 
and death certificates, Accounts, etc,) online in a time bound manner which will improve the citizen services. Further 
a separate Tamil Nadu Municipal Accounting Manual and Tamil Nadu Budget Manual for ULBs has already been 
developed and staffs are trained to use those manuals to increase efficiency of budgeting and accounting system. 
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Risk Type Risk Assessment Proposed Mitigation Measures 
finance management There are no significant 
financial management risks that need to be 
addressed in the coming years.    

Entity – Specific  
Risks (TNUISL, 
Executing Agency) 

LOW  
TNUIFSL is experienced in implementing various 
projects funded by World Bank (Second Tamil Nadu 
Urban Development Project, Third Tamil Nadu Urban 
Development Project and Tamil Nadu Sustainable 
Urban Development Project), KfW (Sustainable 
Municipal Infrastructure Financing in Tamil Nadu—
SMIF-TN-I, SMIF-TN-II-1 and SMIF-TN-II-2), and 
JICA (Tamil Nadu Urban Infrastructure Project).  

 
Not applicable. 

Project-Specific 
Risks 

MODERATE 
Complex institutional set up with several entities 
incurring expenditures. However, Project 2 will 
finance similar activities as project 1 with a similar set 
up with regards to financial management.   

 
Financial management lessons and 
good practices established as part 
of the ongoing Project1 to be 
incorporated in Project 2. 

Overall 
Inherent Risk 

MODERATE 

B. Control Risk  
Executing/ 
Implementing Entity 

MODERATE 
The executing agency and most implementing 
agencies have experience in implementing externally 
funded projects. However, they have limited 
experience in implementing ADB financed projects as 
the project 1 has started only recently. 
 
The PIUs under project 1 are still in the process of 
being established which may cause delays in 
implementation.  
No PIU in place for CMA and ULBs. 
 

The executing agency and 
implementing agencies will make 
use of the established financial 
management practices as part of 
other externally financed projects 
including ADB financed project 1. 
 
GOTN, the executing agency and 
implementing agencies to ensure 
the PIUs are established in a timely 
manner. 
The PMU to closely monitor the 
performance and coordinate the 
necessary Financial management 
activities of the PIUs/implementing 
agencies. 
Training to new staff on ADB 
procedures required. 

Flow of funds 
 

MODERATE 
Decentralized and complex flow of funds to seven 
different PIUs. 
 

 
GOTN and TNUIFSL (executing 
agency) will allocate project funds 
using the established mechanisms 
The PMU/ executing agency will 
prepare all WAs to be submitted to 
ADB (through CAAA). 
The SOE procedure will not be 
adopted (initially). 
All expenditures are expected to be 
claimed from ADB through the 
reimbursement method. 

Staffing  SUBSTANIAL  
Vacant positions in VCMC, MCMC, TCC and non-
availability of dedicated accounts position in the 
proposed PIU may hamper the effective 
implementation of tranche 2 
 
The PMU and PIU staff lack knowledge in the 
project’s financial management arrangements and 
ADB’s procedures. 

 
Filling up the existing vacant 
positions in the PIUs before 
implementation. 
 
All PIUs to be supported by 
adequate financial staff.  
  
Training and capacity building 
support to be provided to all project 
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Risk Type Risk Assessment Proposed Mitigation Measures 
financial management staff with 
regards to: i) project financial 
management arrangements and the 
respective duties and 
responsibilities as well as ii) ADB’s 
procedures and financial 
management requirements. 

Accounting Policies 
&  
Procedures 

LOW 
Policies and procedures are well documented in the 
executing ang implementing agencies. 
 

 
The PMU/executing agency and the 
PIUs/ULBs to update their chart of 
accounts to allow them to: (i) 
maintain separate books for project 
2 and  
(ii) produce harmonized financial 
reports.  (This is currently being 
done as part of project 1) 

Internal Audit MODERATE 
For the executing agency the internal audit is 
conducted by an external firm. 
 
 For most implementing agencies the LFAD 
undertakes the internal audit function. 
 
No Internal audit function in place for AMC and CMA. 

 
The scope of the existing Internal 
audit functions to include the project 
activities, 
Only limited expenditures incurred 
by AMC and CMA. 

External Audit 
(entity level) 

LOW  
Entity audits done on time.    
 

 
N/A 

External Audit 
(project level) 

MODERATE 
Several separate entities incurring expenditures to be 
audited separately which may lead to fragmented 
information and delays in submission of individual 
reports/ 

 
 Each entity’s PFS to be audited 
separately by an auditor engaged 
by the PMU in accordance with the 
audit TORs agreed between ADB, 
DEA and CAG. The standard TORs 
also have the draft format of the 
financial statements and of the 
various audit opinions. 
The PMU to compile all the audit 
reports for further submission to 
ADB. 

Reporting and 
Monitoring  

MODERATE 
Decentralized reporting arrangements with several 
entities. Risk of delays financial reporting expenditure 
reporting due to the high number of implementing 
agencies.  
 
 

 
Harmonized project specific 
financial reporting templates will be 
developed based established 
practice. 
 
The implementing agency to submit 
financial reports to the PMU with the 
agreed deadlines. 
    
Key data on financial management 
and financial progress to be 
included in the periodic progress 
reports to facilitate real time 
monitoring. 
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Risk Type Risk Assessment Proposed Mitigation Measures 
Information systems LOW 

 The Executing Agency and each PIU have in place 
computerized accounting software and systems: 
Executing Agency (TALLY) and ULBs (UTIS) 

 
The PMU and each PIU to make 
use of the existing accounting 
systems and established reporting 
formats.  

Overall 
Inherent Risk 

MODERATE 

ADB= Asian Development Bank, AMC= Ambur Municipal Council, CAG= Comptroller and Auditor General,  
CMA= Commissionerate of Municipal Administration, DEA= Department of Economic Affairs, GOTN= Government of 
Tamil Nadu, LFAD= Local Fund Audit Department, MCMC= Madurai City Municipal Corporation, N/A= not applicable, 
PFS= project financial statements, PMU= Program Management Unit, PIU= Program Implementation Unit,  
SOE= statement of expenditure, TCC= Tiruchirapalli City Corporation, TNUIFSL= Tamil Nadu Urban Infrastructure 
Financial Services Limited, TOR= terms of reference, ULB= urban local body, UTIS = Urban Tree Information System, 
VCMC= Vellore City Municipal Corporation. 
Source: Asian Development Bank. 
 

Table 16: Financial Management Action Plan 

Current scenario Risk Agreed Action Target date 
Implementation arrangements 
 
Establishment of PIU is in 
progress 

Tranche 1 has already started 
and Tranche 2 preparation is in 
process.  
 
Without dedicated PIU, timely 
and effective implementation of 
projects may get hampered 

All PIUs to be set up and 
made fully operational.  
 
CMA and MAWS to expedite 
the establishment of PIUs. 

By project 
effectiveness 

Staffing 
 
Vacant positions in accounts 
section in VCMC, MCMC, 
TCC.  
 
No accounts positions 
identified to support the 
proposed PIUs 

Vacant positions in VCMC, 
MCMC, TCC and non-
availability of dedicated 
accounts position in the 
proposed PIU may hamper the 
effective implementation of 
tranche 2 

Filling up of vacant positions 
in VCMC, MCMC, TCC.  
 
All PIUs to be adequately 
supported by designated 
financial staff. 
 

By project 
effectiveness 

Internal audit 
The existing Internal audit 
functions may not include 
project activities. 
No internal audit mechanism in 
AMC and CMA 

Lack of an efficient Internal 
audit system may hamper the 
internal checks on policies and 
procedures.  

The scope of the existing 
Internal audit functions to 
include the project activities, 
 

Throughout the 
duration of the 
project 

Staff training 
 
Training Plan for the Staffs is 
not in place. 

Lack of training plan on ADB 
procedures for staffs in PMU 
and PIUs accounts staff may 
affect the financial management 
of tranche 2; 

Extending full training and 
capacity building support 
with the help of CMSC and 
ADB to improve the financial 
management capacity of the 
accounts staff in PMU and 
PIUs. 

By project 
effectiveness 
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Current scenario Risk Agreed Action Target date 
Financial Reporting 
 
Project Financial reporting 
arrangements not established.  

Decentralized reporting 
arrangements with several 
entities: Risk of delays in 
reporting on the financial 
transactions and the status of 
Financial management. 

Agree on annual and 
quarterly financial reporting 
templates and deadlines.  
 
Include information on 
financial managment and 
financial progress in the 
periodic progress reports to 
facilitate real time 
monitoring.18 

By project 
effectiveness. 
 
 
Throughout the 
duration of the 
project 

External audit 
 
Several separate entities 
incurring expenditures as part 
of the project. 

The submission of the complete 
set of audited project financial 
statements may be  
i) delayed and ii) the information 
may be fragmented.   

The PMU’s and the PIU’s 
PFS to be audited 
separately by an auditor 
engaged by the PMU in 
accordance with the audit 
TORs agreed between ADB, 
DEA and CAG. The PMU to 
compile all the audit reports 
for further submission to 
ADB. 

Throughout the 
duration of the 
project 

ADB= Asian Development Bank, AMC= Ambur Municipal Council, CAG= Comptroller and Auditor General,  
CMA= Commissionerate of Municipal Administration, CMSC= contract management and supervision consultant,  
DEA= Department of Economic Affairs, MAWS= Municipal Administration and Water Supply Department,  
MCMC= Madurai City Municipal Corporation, PFS= project financial statements, PMU= Program Management Unit, 
PIU= Program Implementation Unit, TCC= Tiruchirapalli City Corporation, TOR= terms of reference, VCMC= Vellore 
City Municipal Corporation. 
Source: Asian Development Bank. 
 

 DISBURSEMENT 
 
A. Disbursement Arrangements for ADB 
 
24. The loan proceeds will be disbursed in accordance with the ADB’s Loan Disbursement 
Handbook (2017, as amended from time to time), and detailed arrangements agreed upon 
between the Government of India and the ADB. The PMU will be responsible for: (i) preparing 
annual contract awards and disbursement projections, (ii) requesting budgetary allocations for 
counterpart funds, (iii) collecting supporting documents, and (iv) preparing and sending 
withdrawal applications to the ADB through the Treasury, Ministry of Finance. Online training for 
project staff on disbursement policies and procedures is available.19 Project staff are encouraged 
to avail of this training to help ensure efficient disbursement and fiduciary control. 
 
25. Statement of expenditure procedure. The statement of expenditure (SOE) procedure 
will not be adopted for reimbursement of eligible expenditures per individual payment. 
Reimbursement and liquidation of individual payments should be supported by full documentation 
when submitting the withdrawal application to ADB. 
 
26. Before the submission of the first withdrawal application, the borrower should submit to 
ADB sufficient evidence of the authority of the person(s) who will sign the withdrawal applications 
on behalf of the government, together with the authenticated specimen signatures of each 

 
18  The reports to be agreed during implementation, may include: (i) cash recipient and payments by financing source 

and expenditure category, (ii) financial vs physical progress report, (iii) list of signed contracts, and (iv) follow-up 
on/status of the (a) financial management action plan, (b) compliance with financial loan covenants,  (c) past external 
and internal audit observations related to the project as well as (d) agreed actions from review missions. 

19 Disbursement eLearning. http://wpqr4.adb.org/disbursement_elearning   

http://wpqr4.adb.org/disbursement_elearning
http://wpqr4.adb.org/disbursement_elearning
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authorized person. The minimum value per withdrawal application is set in accordance with ADB’s 
Loan Disbursement Handbook (2017, as amended from time to time). Individual payments below 
this amount should be paid (i) by the GOTN and/or PMU and subsequently claimed to the ADB 
through reimbursement. 
 
B. Disbursement Arrangements for Counterpart Fund 
 
27. Counterpart funds will be provided by MAWS from its annual budgets, which in turn will 
be based on the amounts provided for the investment program in the budget of GOTN. The PMU 
will be responsible for: (i) preparing disbursement projections, (ii) requesting budgetary allocations 
for counterpart funds, and (iii) collecting supporting documents. Taxes and duties will be borne 
by the counterpart by way of cash contribution. 
 

 ACCOUNTING 
 
28. The PMU and each PIU will maintain, or cause to be maintained, separate books and 
records by funding source for all expenditures incurred on the project following relevant standards 
provided in the loan agreements. For their respective components, the PMU and PIUs will prepare 
the project financial statements in accordance with the accounting laws and regulations of the 
Government of India which are consistent with international accounting principles and practices 
acceptable to ADB. Project accounts will follow generally accepted accounting principles followed 
in the government and the accounting standards followed by the government and GOTN. Each 
project’s financial statements will adhere to the generally accepted accounting principles followed 
in India, and the cash basis accounting standards. The template financial statements provided in 
the standardized terms of reference for audit of ADB assisted projects, agreed with the 
Comptroller and Audit General (CAG), the DEA, and ADB can be referred to as a guide for 
preparing financial statements. Financial statements for individual tranches will not be 
consolidated.  
 

 AUDITING AND PUBLIC DISCLOSURE 
 
29. The PMU, in cooperation with the implementing agencies, will cause the detailed project 
financial statements to be audited in accordance with the government’s audit regulations, as 
supplemented by the terms of reference agreed between the ADB, the DEA, and the CAG India 
in September 2013, by a firm of chartered accountants acceptable to the ADB. Each PIU will 
submit their respective audited project financial statements (APFS), Audit Opinions and 
management letter to the PMU in a timely manner. The PMU will compile all the APFS (including 
audit opinions) and management letters and submit the complete package in English language to 
ADB no later than 6 months after the end of the fiscal year. 
 
30. As part of the compilation, the PMU will make sure the financial information presented in 
each PIU’s APFS reconcile with the relevant information in the PMU’s APFS and ADB’s LFIS 
disbursement records. In this regard, a separate reconciliation statement, in a format acceptable 
to ADB, will be attached to the complied APFS submitted to ADB. Any discrepancies will be 
promptly followed up by the PMU, so the matter can be solved in a timely manner. 
 
31. The audited entity’s financial statements of the TNUIFSL together with the auditor’s report 
and management letter, will be submitted in English to ADB within a month after their approval by 
the relevant authority. The entity level audit shall be done by firms of chartered accountants for 
TNUIFSL. 
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32. Each audit report for the project financial statements will include a management letter and 
auditor’s opinions, which cover: (i) whether the project financial statements present an accurate 
and fair view or are presented fairly, in all material respects, in accordance with the applicable 
financial reporting standards; (ii) whether the proceeds of the loan were used only for the 
purpose(s) of the project; and (iii) whether India and/or the state/TNUIFSL/implementing agencies 
was in compliance with the financial covenants contained in the legal agreements (where 
applicable). 
 
33. Compliance with financial reporting and auditing requirements will be monitored by review 
missions and during normal program supervision, and followed up regularly with all concerned, 
including the external auditor. 
 
34. The government, and the TNUIFSL have been made aware of the ADB’s approach to 
delayed submission, and the requirements for satisfactory and acceptable quality of the audited 
project financial statements.20 The ADB reserves the right to require a change in the auditor (in a 
manner consistent with the constitution of the borrower), or for additional support to be provided 
to the auditor, if the audits required are not conducted in a manner satisfactory to ADB, or if the 
audits are substantially delayed. The ADB reserves the right to verify the project's financial 
accounts to confirm that the share of ADB’s financing is used in accordance with ADB’s policies 
and procedures. 
 
35. Public disclosure of the audited project financial statements, including the auditor’s opinion 
on the project financial statements, will be guided by the ADB’s Public Communications Policy 
2011.21 After the review, ADB will disclose the audited project financial statements and the opinion 
of the auditors on the project financial statements no later than 14 days of ADB’s confirmation of 
their acceptability by posting them on the ADB’s website. The management letter, additional 
auditor’s opinions, and audited entity financial statements will not be disclosed.22 
 

 PROCUREMENT AND CONSULTING SERVICES 
 
A. Advance Contracting and Retroactive Financing 
 
36. All advance contracting and retroactive financing will be undertaken in conformity with 
ADB Procurement Guidelines (2015, as amended from time to time) and ADB’s Guidelines on the 
Use of Consultants (2013, as amended from time to time). The issuance of invitations to bid under 
advance contracting and retroactive financing will be subject to ADB approval. The borrower and 

 
20 ADB’s approach and procedures regarding delayed submission of audited project financial statements:  

(i) When audited project financial statements are not received by the due date, ADB will write to the executing agency 
advising that (a) the audit documents are overdue; and (b) if they are not received within the next 6 months, 
requests for new contract awards and disbursement such as new replenishment of imprest accounts, processing 
of new reimbursement, and issuance of new commitment letters will not be processed. 

(ii) When audited project financial statements are not received within 6 months after the due date, ADB will withhold 
processing of requests for new contract awards and disbursement such as new replenishment of imprest 
accounts, processing of new reimbursement, and issuance of new commitment letters. ADB will (a) inform the 
executing agency of ADB’s actions; and (b) advise that the loan may be suspended if the audit documents are 
not received within the next 6 months. 

(iii) When audited project financial statements are not received within 12 months after the due date, ADB may 
suspend the loan. 

21 Asian Development Bank. Public Communications Policy.  
22 This type of information would generally fall under public communications policy exceptions to disclosure. ADB. 2011. 

Public Communications Policy. Manila [paragraph 97(iv) and/or 97(v)]. 

https://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications
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TNUIFSL have been advised that approval of advance contracting and retroactive financing does 
not commit ADB to finance the project. 
 
37. Advance contracting Advance contracting for the Project will be approved by ADB upon 
request from the executing agency and will include the engagement of the CMSC packages, and 
the procurement of civil works package for Ambur, Tiruppur, Madurai, Tiruchirappalli, and Vellore.  
 
38. Retroactive financing. Subject to ADB’s approval, retroactive financing will be for eligible 
expenditures up to the equivalent of 20% of the total ADB loan, incurred before loan effectiveness, 
but not more than 12 months before the signing of the loan agreement. For Tranche 2 of the MFF, 
the maximum loan amount is $206 million, and the maximum amount of retroactive financing is 
therefore $41.2 million. 
 
B. Procurement of Goods, Works, and Consulting Services 
 
39. All procurement of goods and works will be undertaken in accordance with ADB’s 
Procurement Guidelines (2015, as amended from time to time).  
 
40. International competitive bidding (ICB) procedures will be used for civil works contracts 
estimated to cost $40 million or more, and supply contracts valued at $10 million or higher. The 
national competitive bidding (NCB) procedures will be used for civil works contracts estimated to 
cost less than $40 million, and supply contracts valued at less than $10 million. Shopping may be 
used for contracts for procurement of works and equipment worth less than $100,000. 
 
41. Before the start of any procurement, ADB and the government will review the public 
procurement laws of the central and state governments to ensure consistency with ADB’s 
Procurement Guidelines (2015, as amended from time to time). All procurement of works and 
goods under NCB using any type of standard procurement document agreed upon shall be 
subject to prior review by ADB. 

 
42. An 18-month procurement plan indicating threshold and review procedures, goods, works, 
and consulting service contract packages and national competitive bidding guidelines is 
presented in Section C. 
 
43. All consultants will be recruited according to ADB’s Guidelines on the Use of Consultants 
(2013, as amended from time to time).23 There will be one CMSC for each implementing agency 
(except for Ambur to be assisted by TWAD and Tiruppur whose PIU will be strengthened with 
support from New Tirupur Area Development Corporation Limited) to assist it in all aspects of the 
program. Where Project 1 CMSCs are in place they will continue to handle Project 2. The agency 
recruited to support CMA in implementation of incentivized reforms, capacity building information 
education and communication (IEC), gender action plan (GAP) and resettlement plan and 
awareness campaign activities shall also continue to support Project 2. 
 
44. The construction management and supervision consultants (CMSC) for Madurai will 
require an estimated 168 person-months national key experts and will be responsible for the 
contract management and construction supervision, data collection and assessment, assisting 
ULB to evaluate bids, supervising construction, monitoring and reporting to PMU on progress and 

 
23 Checklists for actions required to contract consultants by method available in e-Handbook on Project Implementation 

at: http://www.adb.org/documents/handbooks/project-implementation/     

http://www.adb.org/documents/handbooks/project-implementation/
http://www.adb.org/documents/handbooks/project-implementation/
http://www.adb.org/documents/handbooks/project-implementation/
http://www.adb.org/documents/handbooks/project-implementation/
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compliances, assisting in the disbursement of funds and ensuring safeguard compliance in line 
with ADB requirements. 
 
45. The governance improvement and awareness consultant (GIAC) recruited under Tranche 
1 to assist the CMA (which is the implementing agency for governance and capacity building 
component and has administrative control over the ULBs) will support in implementing community 
participation, gender action plan, public awareness campaigns, resettlement plan, and 
incentivized governance improvement component. 
 
46. The consultants will be engaged using the quality- and cost-based selection (QCBS) 
method with a standard quality: cost ratio of 90:10. Individual consultants will be recruited using 
individual consultant selection.  
 
47. In later tranches of the MFF, the bidders will be given option for electronic procurement. 
Accordingly, an e-procurement assessment consistent with the requirements outlined in Project 
Administration Instructions (PAI) 3.08 needs to be conducted prior to approving this modality to 
ensure that there exists a robust system, which generally meets the principles of economy, 
efficiency, transparency, and award of contract to the lowest evaluated substantially responsive 
bid through a fair and open competitive bidding system. Furthermore, it should be ascertained 
that it follows the key principles of transparency, open competition, accountability and security of 
process. ADB and GOTN will closely monitor and record receipt of amendments, substitutions, 
and clarifications by bidders is not tracked and recorded by the TNUIFSL and/or the implementing 
agencies as is required under ADB guidelines. Once approved by ADB, e-procurement can be 
applied to ICB, NCB, limited international bidding and shopping modes of procurement for the 
program. The use of e-procurement does not apply to the recruitment of consultants. 
 
C.  Procurement Plan 
 
48. Before the start of any procurement, ADB and the government will review the procurement 
procedures of the relevant agencies (executing agency, PMU and PIU) to ensure consistency 
with ADB’s Procurement Guidelines (2015, as amended from time to time), and audit and 
disbursement procedures of the relevant agencies (Finance Department, Audit Office, executing 
agency, PMU, PIU) to ensure consistency with ADB’s disbursement procedures. The 
Procurement Plan indicating the threshold and review procedures, goods, works, and consulting 
service contract packages and national competitive bidding guidelines is given in Appendix 3.  
 
D. Consultant's Terms of Reference 
 
49. The terms of reference is available in Appendix 4 for the CMSC VI to support Madurai. 
 

 SAFEGUARDS 
 
50. The PMU will ensure all the requirements prescribed in Schedules 4 and 5 of the FFA, 
and the agreed safeguard frameworks are complied with during the processing and 
implementation of the program: 

(i) Environmental assessment and review framework (EARF);  
(ii) Resettlement framework; and 
(iii) Indigenous peoples planning framework (IPPF). 

 
51. Subprojects with significant safeguard impacts (Category A) will not be included in the 
MFF as per Schedule 4 of the FFA. 
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52. Prohibited investment activities. Pursuant to ADB’s Safeguard Policy Statement (SPS 
2009), the ADB funds may not be applied to the activities described on the ADB Prohibited 
Investment Activities List set forth at Appendix 5 of the ADB SPS, 2009. 
 
A. Environmental Safeguards 
 
53. The ADB SPS, 2009 requires that adverse impacts of projects on the environment and 
people are avoided, and where not possible, should be minimized, mitigated, and/or 
compensated. ADB financed projects must comply with its SPS, 2009 and also with the borrower 
country’s environmental laws, including the international laws/conventions to which the country is 
a signatory. The environment safeguard requirements are to ensure the environmental soundness 
and sustainability of projects and support the integration of environmental considerations into the 
project decision-making process. 
 
54. Categorization. Tranche 2 is classified as category B for environmental safeguards as 
per the ADB SPS 2009 as the proposed subprojects are unlikely to cause any significant or 
irreversible environmental impacts. Subprojects projected to have potentially significant 
irreversible, diverse or unprecedented environmental impacts (Category A) will not be considered 
for implementation under the project. The EARF developed in accordance with ADB SPS 2009 
and applicable Government of India laws and regulations shall govern preparation and 
implementation of initial environmental examination (IEE) in Project 2. 24 

 
55. Environmental assessment and management plans. IEEs were prepared by the 
implementing agencies for all Tranche 2 subprojects following the EARF and ADB SPS 
requirements. The IEEs show anticipated impacts during construction phase are temporary and 
will be avoided or minimized through proven mitigation measures and engineering-construction 
practices while potential impacts during operational phase are permanent however can be 
mitigated through design considerations and standard operating procedures. The IEEs 
adequately identify all potential impacts and risks and environment audits have been conducted 
for existing facilities to be rehabilitated/expanded. The IEEs of Madurai WSS and Tiruppur WSS 
included water sustainability studies which concluded the subprojects will not significantly affect 
water availability for downstream users. The environmental management plans (EMPs) will 
adequately manage predicted impacts,25 and contractors will be required to submit site-specific 
EMPs prior to commencement of works. In Vellore and Tiruchirappalli, impacts26 from 
construction works occurring within the regulated areas of the protected monuments of the 
Archaeological Survey of India (ASI) will be avoided by (i) consulting with and obtaining 

 
24 The EARF was approved in 2018. There are no recent notified government environmental regulations thus updating 

is not required. 
25 Potential impacts during the construction phase include (i) health and safety hazards to workers; (ii) noise and dust; 

(iii) increased road traffic; and (iv) soil erosion and/or silt runoff from stockpiled materials and wastes. During 
operation the environmental impact will be much less than during construction, as maintenance will be infrequent 
and will affect only small areas. Potential impacts during operation phase include (i) effluent; (ii) sludge; (iii) odor 
nuisance; (iv) increased noise level; and (iv) health and safety hazards to workers. Impacts during construction are 
small-scale, temporary, and local impacts that can be readily mitigated and minimized by applying proven measures 
and construction practices. Impacts during operations can be mitigated and minimized by measures and practices 
to be included in the facilities’ standard operating procedures. The IEEs also included environmental compliance 
audits of existing facilities that will be rehabilitated or expanded under Tranche 2, as defined in the SPS. Corrective 
actions such as odor control, hydrogen sulfide management and sludge management system are included in the 
subproject (Tiruppur UGSS). 

26 The potential impacts include (i) increased noise and vibration levels; (ii) increased vehicular movement and presence 
of workers; (iv) increased air pollution and dust levels and (iii) disturbance in conducting local religious activities and 
during cultural festivals. 

 



36 

 

permission from ASI prior to finalization of detailed design, and (ii) appointing an archaeological 
expert to assess impacts and supervise construction.27 The stakeholders were involved through 
meaningful consultations and their views were incorporated in the planning and development of 
the subprojects and the IEEs. The consultation process will be continued during project 
implementation. Environmental grievances will be handled according to the grievance redress 
mechanism developed for Tranche 1 and included in the PAM. All draft IEEs will be updated 
during detailed engineering design or design verification and cleared by ADB prior to start of 
construction activities.  
 
56. The IEEs including EMPs will form part of the bid and contract documents. The EMPs of 
each IEE outline specific mitigation measures, environmental monitoring requirements and 
related institutional arrangements, including budget requirements for implementation, will be 
further updated during the construction phase. If some residual impacts are likely to remain 
significant after mitigation, the EMP will also include appropriate compensatory measures (offset) 
that aim to ensure that the subproject does not cause significant net degradation to the 
environment. Contractors are required to follow any changes to the EMP in any IEE update.  
Environmental safeguard documents will be disclosed publicly per requirements of ADB’s SPS 
and Public Communications Policy 2011 (now Access to Information Policy, 2019). The IEEs will 
be disclosed on ADB and project’s websites. TNUIFSL to ensure ULBs will disclose relevant 
information in the IEEs and monitoring report in a clear, timely, and appropriately in a language 
and form understandable to stakeholders and project communities.  
 
57. Environmental audit. For subprojects involving facilities and/or business activities that 
already exist or are under construction, environmental audit including an on-site assessment to 
identify past or present concerns related to impacts on the environment will be undertaken. The 
objective of this environmental audit is to determine whether actions were in accordance with 
ADB’s safeguard principles and requirements for borrowers/clients, and to identify and plan 
appropriate measures to address outstanding compliance issues. Where non-compliance is 
identified, a corrective action plan agreed on by ADB, executing agency and implementing 
agencies will be prepared. The plan will define the necessary remedial actions, the budget for 
such actions, and the timeframe for resolution of non-compliance. The environmental audit report 
(including the corrective action plan, if any) will be made available to the public in accordance with 
the information disclosure requirements of ADB SPS. If a subproject involves an upgrade or 
expansion of existing facilities that has potential impacts on the environment, the requirements 
for environmental assessments and planning specified in the EARF will apply in addition to 
compliance audit. For the Tranche 2 subprojects, environmental audit was conducted for the  
(i) existing STP in Tiruchirappalli, and (ii) existing STP in Sarkar Periyapalayam, Tiruppur. 
Recommended remedial actions and budget requirements are included in the design of the STPs.  
 
58. Environmental safeguard implementation arrangements. Environmental and social 
safeguards (ESS) managers in the PMU, TNUIFSL (executing agency) will have overall 
responsibility of safeguard compliance with EARF and ADB SPS, 2009. ESS Managers report to 
Head, Projects Wing. At PIU level, a ULB-appointed Safeguards Officer will coordinate safeguard 
tasks.28 The Environmental Specialist of the CMSC will assist PIU in preparing, implementing, and 
monitoring of safeguard activities at PIU level. Contractor staff will include an Environment, Health 
and Safety (EHS) supervisor.  The PIU Safeguards Officer will play a critical role to coordinate, 

 
27 The civil works are within the 300-m ASI regulated zone but not in the protected monument itself. The IEEs include 

mitigation measure to ensure no damage to protected monuments. 
28 Where TWAD sets up PIUs the following arrangement applies for safeguards and gender activities: (i) TWAD 

will appoint an environmental safeguards officer; (ii) CMA will appoint social safeguards and gender monitoring 
experts; and (iii) ULB will provide a safeguards-gender officer to coordinate monitoring activities.  
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oversee the implementation of safeguard tasks, grievance redress and reporting.  Necessary 
budgetary resources are included in the program. 
 
59. Training and capacity building. The PMU ESS Managers will undergo training through 
programs periodically conducted by the ADB for executing agency and implementing agencies 
on safeguards. PMU ESS Managers, with the support of external trainers as required, will conduct 
safeguard orientation and training programs to PMU, Implementing agencies, and PIUs. At PIU 
level, CMSC Environmental Specialist will conduct training programs on EMP implementation, 
including occupational health and safety, and monitoring. A training and capacity building program 
is included in the EARF. 
 
60. Environmental safeguard compliance requirements are summarized in Table 17.  
 

Table 17: Summary of Environmental Safeguard Compliance Requirements 
Project Stage   Compliance Requirements  
Prior to loan 
effectiveness  

•  ESS Managers of PMU, TNUIFSL trained in ADB SPS 2009.  

Project preparation 
(preliminary and 
detailed design)  

•  Prepare subprojects conforming to subproject environment selection 
guidelines:  
(i) Subproject conforms to the exclusion criteria provided in the EARF; and  
(ii) Subproject conforms to the selection guidelines provided in EARF.  

  •  Subproject is categorized as per the EARF provisions.  
  •  Category A subprojects not considered for funding under TNUFIP.  
  •  All the regulatory clearances and approval requirements of the subprojects 

are identified.  
  •  IEEs conducted for the Category B subprojects.  

 •  Conduct audit of existing facilities.  
 •  Meaningful consultations with stakeholders and affected people are 

conducted, and information disclose.  
 •  EMPs are prepared.  
Bidding process  •  IEEs updated as per the detailed designs and are approved by ADB prior to 

bid invitation.  
  •  The EMP is included in the tender documents.  
  •  EMP provisions and compliance requirements as per EARF are explained to 

bidders in the pre-bid meetings.  
  •  All the regulatory clearances and approvals are in place for the subproject 

prior to the award of the contract. 
 •  For design-build type bids/contracts, contractor scope includes update of 

IEE as per the detailed designs, and implementation of updated EMP.  
Construction  •  The GRM is established prior to the start of construction. 
  
  

•  Organize workshops/training on EMP implementation to contractors and 
supervising staff.  

  •  Contractor complies with all pre-construction procedures including 
preparation of the construction health and safety plan, traffic management 
plan and the establishment of labor camps as per the EMP provisions etc.  

  •  The EMPs are implemented by contractors during construction,  
 •  Update IEE and EMP if there is any change in project (location, alignment, 

design, construction methodology etc.,) and/or if any unanticipated impacts 
noticed during implementation;  

  •  Monitoring is conducted by the PIU with the support of the CMSC;  
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Project Stage   Compliance Requirements  
 • In event of non-compliance, identify necessary corrective actions, and reflect 

them in a corrective action plan. PIUs will ensure contractors will implement 
these corrective actions and ESS Managers of PMU follow up on these 
actions to ensure their effectiveness. 

 •  Address any grievances brought about through the GRM in a timely manner 
as per the IEEs. 

 •  Conduct continuous public consultation and awareness.  
  •  Semi-annual EMRs are submitted to the ADB in the format given in EARF.  
  •  All the sites are cleaned up and restored as required prior to issuance of 

work completion certification to the contractor.  
Operation  •  All the operational stage regulatory clearances and approvals, as required, 

are in place prior to start of operation. 
 •  Implement operational stage EMP.  
ADB= Asian Development Bank, CMSC= contract management and supervision consultant, EARF= environmental 
assessment review framework, EMP= environmental management plan, EMRs= environmental monitoring reports, 
ESS= environmental and social safeguards, GRM= grievance redress mechanism, IEE= initial environmental 
examination, PIU= program implementation unit, PMU= program management unit, SPS= Safeguard Policy Statement, 
TNUFIP= Tamil Nadu Urban Flagship Investment Program. 
 

 SOCIAL SAFEGUARDS 
 
61. Categorization. Tranche 2 of the MFF is classified as Category B for involuntary 
resettlement and Category C for indigenous peoples impacts. 
 
62. The resettlement framework prepared for the MFF in 2018 is applicable for Project 2. Five 
draft resettlement plans and one draft Due Diligence Report (DDR) were prepared for subprojects 
under Project 2, to minimize land acquisition and resettlement impacts by prioritizing rehabilitation 
and optimization work within existing facilities’ premises while the new construction (like pump 
stations, lift stations, water tanks etc.) is proposed on vacant government lands. The resettlement 
plans were prepared for sewerage subprojects in Ambur, Vellore, Tiruppur and Tiruchirappalli and 
water supply subprojects in Madurai and Tiruppur.  Temporary impacts to mobile vendors and 
shops along roads with linear works will be avoided through careful EMP implementation and 
those that cannot be avoided will be compensated in line with the agreed Resettlement 
Framework. Resettlement plans also include land plan schedule/ enter upon permission for 
subproject sites that belong to other government agencies (other than corporation lands). The 
draft resettlement plans will be finalized during detailed engineering design prior to the award of 
civil works contracts. Consultations with potential temporary and permanent affected persons 
were conducted and documented in the resettlement plans. The budget for identified impacts is 
included in the overall project budget and the borrower is committed to provide timely budget prior 
to commencement of civil works. Resettlement plans will be disclosed on ADB’s website. 
TNUIFSL to ensure ULBs disclose resettlement plans in a language and form understandable to 
stakeholders and project communities. There are no indigenous peoples as defined by SPS in 
any of the areas of Tranche 2.  
 
63. Program Management Unit. The ESS managers in the PMU, TNUIFSL (executing 
agency) will have overall responsibility of safeguard compliance under the program. The ESS 
Managers report to Head, Projects Wing. The PMU will: (i) review and monitor compliance of 
social safeguard frameworks under the program, (ii) guide PIUs in safeguards compliance as and 
when necessary, and (iii) prepare and submit semi-annual monitoring reports to ADB.   
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64. Program Implementation Unit. PIUs will be established in each of the participating ULBs. 
The PIUs will be responsible for implementation of the resettlement plan/IPP.29 At PIU level, a 
ULB appointed PIU Safeguards Officer will coordinate safeguard tasks to coordinate, oversee the 
implementation of social safeguard tasks, and grievance redress and reporting.  Necessary 
budgetary resources are included in the program. PIU Safeguards Officer will be responsible for: 
(i) conducting briefing to contractors on safeguards requirements including grievance redress 
mechanism (GRM); (ii) implementing and monitoring safeguards compliance activities, public 
relations activities, gender mainstreaming activities, and community participation activities;          
(iii) coordinating with district administration for land acquisition and resettlement and rehabilitation 
(R&R) aspects and addressing any problems and/or delays; (iv) monitoring physical and financial 
progress on land acquisition and R&R activities; and (v) organizing monthly meetings to review 
the progress on R&R. The CMSC Social and Resettlement Safeguards Assistant (SRSA) will 
support the PIU Safeguards Officer. The SRSA: will (i) update the existing resettlement plans 
based on the detailed design; (ii) assist in the monitoring and supervision of ongoing subprojects 
and resettlement plan and indigenous people planning implementation (IPP); (iii) prepare 
resettlement plan and/or IPPs for new subprojects, where required, to comply with national law 
and/or ADB procedures; (iv) ensure all subprojects meet safeguard requirements as agreed in 
the loan covenant and in line with this resettlement framework; and (v) review and finalize all 
reports in consultation with the PIU.  
 
65. Capacity building. Training and capacity building will be required for compliance in 
relation to ADB policies, transfer of duties and candidates training of new/additional staff and 
officers of the program that will be involved in project preparation and implementation of this 
Project. There is a GIAC attached to the CMA. The GIAC Social Safeguards Specialist (GIAC 
SSS) will be responsible for training PMU SPO and PIUs Safeguards Officer and other staff on 
aspects such as resettlement planning and implementation, social protection, and gender, 
including the specific recording, reporting, and disclosure requirements. The GIAC SSS will 
provide a training and capacity building program on resettlement management for the PMU and 
PIU staff on issues concerning: (i) principles and procedures of land acquisition; (ii) public 
consultation and participation, (iii) entitlements and compensation disbursement mechanisms,  
(iv) grievance redressal, and (v) monitoring of resettlement operation. Specific modules 
customized for the available skill set will be devised after assessing the capabilities of the target 
participants and the requirements of the project. Costs of trainings will be borne by project’s 
capacity building program under CMA consultants budget. It will mainly include three training 
modules on: (i) introduction and sensitization to social/ resettlement issues, (ii) resettlement plan 
implementation, and (iii) experiences and best practices sharing.  

 
66. Civil works contracts. The PIUs will ensure that bidding and contract documents include 
specific provisions requiring contractors to comply with all (i) applicable labor laws and core labor 
standards on prohibition of child labor as defined in national legislation for construction and 
maintenance activities, on equal pay for equal work of equal value regardless of gender, ethnicity 
or caste, on elimination of forced or bonded labor; and (ii) the requirement to disseminate 
information on sexually transmitted diseases including HIV/ AIDS to employees and local 
communities surrounding the project sites. Relevant provisions of the GAP will be shared with the 
contractors’ responsibilities by the PIUs. Contractors will carry out all environmental and social 
mitigation and monitoring measures outlined in their contract. CMSC and GIAC specialists will 
assist the PMU and PIUs in monitoring contractor’s compliance activities. 
 

 
29 No IPPs were prepared at project processing but they are mentioned here in case required during implementation. 
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67. Grievance Redress Mechanism. A common GRM will be in place for social, 
environmental, or any other grievances related to the project. The multi-tier GRM for the project 
is proposed, each tier having time-bound schedules and with responsible persons identified to 
address grievances and seek appropriate persons’ advice at each stage, as required. In case of 
grievances that are immediate and urgent in the perception of the complainant, the contractor, 
and supervision personnel from PIU the CMSC on-site will provide the most easily accessible or 
first level of contact for quick resolution of grievances. Contact phone numbers and names of the 
concerned PIU Assistant Safeguards Officer, contractors, will be posted at all construction sites 
at visible locations. 

(i) 1st level grievance. The contractor and CMSC supervision personnel and PIU 
supervision personnel can immediately resolve issues on-site in consultation with 
each other and will be required to do so within 3 days of receipt of a 
complaint/grievance.  

(ii) 2nd level grievance. All grievances that cannot be redressed within 3 days at 
field/ward level will be brought to the notice of SSO of PIU. PIU will resolve the 
grievance within 7 days of receipt of compliance/ grievance in discussion with the 
CMSC and the contractor. The PIU SSO will be supported by the CMSC SSS at 
this stage.   

(iii) 3rd level grievance. All the grievances that are not addressed by PIU within 7 
days of receipt will be brought to the notice of the Town Level Committee (TLC), 
of which ULB Commissioner will be the Chairperson, and will be assisted by the 
concerned city level engineers. The TLC will meet twice a month and determine 
the merit of each grievance brought to the committee. The PIU SSO will be 
responsible to see through the process of redressal of each grievance. The TLC 
will resolve the grievance within 15 days of receiving the complaint.  

(iv) 4th level grievance. All grievances that are not addressed by the TLC within 15 
days, and which require the District Collector’s intervention, will be escalated to 
the district level Grievance Redress Committee (GRC), chaired by the District 
Collector.  

(v) The district level GRC will have the District Collector as chair, PIU head as 
Convener, and Safeguard Officers of the PIU, representative of TNPCB, one 
elected representative, one prominent person/member of the community, and a 
representative of affected persons/community as members. At least one member 
of the GRC will be a woman. The GRC will resolve the grievance within 30 days of 
registration. 

(vi) 5th level grievance. Any grievance that remains unresolved by the GRC will be 
escalated to the state level steering committee.  
    

68. The project GRM notwithstanding, an aggrieved person will have access to the country's 
legal system at any stage and accessing the country's legal system can run parallel to accessing 
the GRM and is not dependent on the negative outcome of the GRM. In case of grievance related 
to land acquisition, R&R, the affected persons will have to approach a legal body/court specially 
proposed under LARR, 2013; Land Acquisition, Rehabilitation and Resettlement Authority. In the 
event that the established GRM is not in a position to resolve the issue, the affected person also 
can use the ADB Accountability Mechanism through directly contacting (in writing) the Complaint 
Receiving Officer (CRO) at ADB headquarters or the ADB India Resident Mission. The complaint 
can be submitted in any of the official languages of ADB’s DMCs. The ADB Accountability 
Mechanism information will be included in the PID to be distributed to the affected communities, 
as part of the project GRM. 
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Figure 4: Grievance Redress Process 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

AP= affected persons, CMA= Commissionerate of Municipal Administration, CMWSSB= Chennai Metropolitan Water 
Supply and Sewerage Board, CSMC= contract management and supervision consultant, IA= implementing agency, 
MD= managing director, PIU= program implementation unit, TNPCB= Tamil Nadu Pollution Control Board,  
TNUIFSL= Tamil Nadu Urban Infrastructure Financial Services Limited, TWADB= Tamil Nadu Water Supply and 
Drainage Board, ULB= urban local body. 
 

 GENDER AND SOCIAL DIMENSIONS 
 
69. The project is classified as effective gender mainstreaming (EGM). The program adopts 
several pro-poor and gender inclusive elements within overall design. The activities are planned 
to benefit women and socially excluded groups. Water supply and sewerage improvements and 
house service connections in the subproject areas will increase women’s access to piped water 
and sewerage interventions would facilitate better sanitation especially in poor areas. The GAP 
activities will contribute to human capital development through creating awareness and 
opportunities for women’s participation in project activities; economic empowerment by way of:    
(i) ensuring that project-related employment opportunities are accessed equitably, (ii) voice and 
rights through affirmative actions to ensure women’s representation in decision making created 
at every level of project planning and implementation, and (iii) gender capacity building of all 
stakeholders specifically in context to gender in urban infrastructure, sexual harassment policy, 
other relevant legislations of the central and state government and  gender responsive monitoring 
and impact assessments to ensure that all beneficiary data is sex disaggregated and progress 
monitored and updated. The GAP also includes training of the Commissionerate of Municipal 
Administration’s sexual harassment committee on provisions for prevention and redressal of 
sexual harassment, exploitation and abuse. 

 
70. Relevant stakeholders should be actively and effectively involved in the project to ensure 
an inclusive and participatory approach to project planning, implementation and monitoring. Active 
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participation of key stakeholders influences a sense of ownership regarding the project and this 
is crucial for sustainability of investments. Given the importance of community participation, a 
community awareness and participation plan (CAPP) was developed. The primary purpose of the 
CAPP is to disseminate program information and open lines of communication between the PIUs 
and stakeholders to facilitate early resolution of any conflict issues that may arise in the 
implementation phase. Stakeholder mapping was carried out to identify key stakeholders. 
Socioeconomic survey was also planned in project ULBs to help collect and analyse information 
regarding socio economic status, service gaps, satisfaction levels, aspirations, intersections of 
vulnerability, etc., of the community.  The CAPP activities were planned with the intent to create 
and ensure project awareness through: (i) multi-media outreach programs and community 
ownership of assets, and (ii) smooth interaction between stakeholders and the PIUs and provide 
channels to support conflict resolution that may arise during implementation. The CMSC and 
GIAC will assist PIU in implementation of GAP and CAPP.  The GAP and CAPP (Appendixes 5 
and 7) will ensure an inclusive and participatory approach to project planning, implementation and 
monitoring.  

 
 PERFORMANCE MONITORING, EVALUATION, REPORTING, AND 

COMMUNICATION 
 
A. Project Design and Monitoring Framework  
 
71. The design and monitoring framework (DMF) for Project 2 is in Appendix 1.  
 
B. Monitoring 
 
72. Project performance monitoring. The PMU will establish a project performance 
management system (PPMS) using targets, indicators, assumptions, and risks in the investment 
program DMF. An expanded DMF will be developed that can serve as a monitoring and evaluation 
framework considering the important monitoring parameters in addition to those included in the 
DMF. The baseline data corresponding to indicators and targets set out in the DMF and the 
monitoring and evaluation framework could be generated through primary data, collected while 
preparing the detailed project reports and further through the data collected by the CMSCs. Such 
baseline data, disaggregated by income levels, sex, caste, and ethnicity, should be established 
within 12 months of loan effectiveness. After establishing the baseline, the PMU will prepare 
annual, mid-term and end of investment program monitoring reports using the same indicators 
and submit the reports to ADB. 
 
73. Compliance monitoring. The CMSC and GIAC will support the PMU/ PIU in monitoring 
performance based on the DMF, monitoring and evaluation framework and the PPMS for the 
investment program. The PMU/ PIU, with support from CMSC and GIAC, will prepare a quarterly 
progress report, which among other items will include compliance of implementation with:  
(i) assurances, covenants, conditions; (ii) safeguards; (iii) GAP; (iv) CAPP; and (v) reforms. 
 
74. Safeguards monitoring. The status of implementation of environmental safeguards 
documents (IEE, EMPs and EARF), and social safeguards documents (resettlement plan and 
resettlement framework) will be discussed at ADB review missions apart from being integrated 
into quarterly progress reports. The PMU/ PIU will also submit to ADB separate environmental 
safeguard semi-annual monitoring reports (ESMR) and social safeguards semi-annual monitoring 
reports (SSMR) in the standard templates advised by the ADB. 
 



43 

 
 

75. Gender and Social Dimensions Monitoring. Status of the implementation of the GAP 
action plan and the CAPP will be discussed at each ADB review mission. The GAP monitoring 
matrix (Appendix 6) with updated data on progress will be included with quarterly progress 
reports. 
  
C. Evaluation 
 
76. ADB provides financing for projects that will effectively contribute to the economic and 
social development of the country concerned and have the strongest poverty reduction impact in 
conformity with the country and ADB strategies. The government and ADB will jointly review the 
investment program at least twice a year. This includes: (i) the performance of the PMU, PIU, 
consultants and contractors; (ii) physical progress of projects and effectiveness of safeguards, 
CAPP and the action plan; (iii) inclusion of women and vulnerable groups, including the poor, in 
investment program planning and implementation; (iv) achievement of design and monitoring 
framework (DMF) indicators; (v) compliance with loan assurances; (vi) implementation of the 
incentivized reforms; and (vii) assessment of investment program sustainability in technical and 
financial terms. In addition to the regular loan reviews, the GOTN and the ADB will undertake a 
comprehensive mid-term review in the third year of investment program implementation to identify 
problems and constraints encountered and suggest measures to address them. Specific items to 
be reviewed will include: (i) appropriateness of scope, design, implementation arrangements, and 
schedule of activities; (ii) assessment of implementation pace against investment program 
indicators; (iii) effectiveness of capacity building and reform programs; (iv) compliance with 
safeguard measures; (v) extent to which the GAP and CAPP are being implemented; (vi) need 
for additional support for operation and maintenance (O&M) of the facilities established under the 
investment program; (vii) lessons learned, good practices, and potential for replication; and  
(viii) changes recommended. 

 
77. Project completion report. The PMU will submit to the ADB, within 6 months of the 
completion of the project, a project completion report that will cover the details of implementation 
(including changes in scope), costs, monitoring and evaluation of activities, problems 
encountered, actions taken, and other information requested by ADB and implementing agency. 
 
D. Reporting  
 
78. The PMU will provide ADB with: (i) quarterly progress reports in a format consistent with 
the ADB's project performance reporting system (Appendix 8); (ii) consolidated annual reports 
including (a) progress achieved by output as measured through the indicator's performance 
targets, (b) key implementation issues and solutions, (c) updated procurement plan, and  
(d) updated implementation plan for the next 12 months; and (iii) a project completion report within 
6 months of physical completion of the project. To ensure that projects will continue to be both 
viable and sustainable, project accounts and the executing agency audited financial statement 
together with the associated auditor's report, should be adequately reviewed. 

 
E. Stakeholder Communication Strategy  
 
79. The primary stakeholders of the program include: 

(i) Government agencies and their employees; 
(ii) Beneficiaries: residents in the project area, particularly the poor and vulnerable; 
(iii) Community leaders, public representatives; 
(iv) Community-based organizations (CBOs), nongovernment organizations (NGOs), 

social and cultural groups, ward level citizen forums; 
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(v) Committees and sub-committees of the wards; 
(vi) Schools/student groups; 
(vii) Women’s groups; 
(viii) Contractors and their workers; 
(ix) Vendor associations and labor union federations; 
(x) Self-help groups; and 
(xi) Special groups formed for socially excluded segments of the population. 

 
80. The investment program has prepared a CAPP, which is included in Appendix 7. The 
primary purpose of the CAPP is to disseminate information and open lines of communication 
between the implementation agencies and all stakeholders to facilitate the implementation of the 
program and the early resolution of any conflict issues that may arise. The CAPP includes the 
following key activities which will take place throughout the course of program implementation: 

(i) Generate community awareness of the program and its benefits; 
(ii) Provide stakeholders with advance knowledge of the social safeguard frameworks 

and associated documents and the applicable mitigation measures; 
(iii) Provide stakeholders with advance knowledge of the program’s GRM; 
(iv) share messages regarding good water supply and sanitation practices and 

operation; 
(v) Educate contractors and workers on key program issues, contractor obligations, 

on-site safety and ensure smooth interaction with other stakeholders; 
(vi) Share work schedules and progress updates to facilitate program implementation; 

and 
(vii) Monitor and evaluate the program’s progress. 

 
81. An initial baseline survey has been conducted under the project preparatory technical 
assistance (PPTA). This will be expanded and updated by the GIAC and will target the collection 
of information on the socioeconomic profile of the program beneficiaries including current water 
supply and sanitation access and service levels, together with the current water pricing and 
willingness to pay. The survey will cover all elements of society including the vulnerable, 
marginalized and poor. 
 

 ANTICORRUPTION POLICY 
 
82. The Government of India, state government, MAWS, TNUIFSL, executing and other 
implementing agencies are advised of ADB’s Anticorruption Policy (1998, as amended to date). 
Consistent with its commitment to good governance, accountability and transparency, 
implementation of the Projects under the MFF shall adhere to ADB’s Anticorruption Policy. ADB 
reserves the right to review and examine, directly or through its agents, any alleged corrupt, 
fraudulent, collusive, or coercive practices relating to the Projects. In this regard, investigation of 
government officials, if any, would be requested by ADB to be undertaken by the government. 
 
83. To support these efforts, relevant provisions of ADB’s Anticorruption Policy are included 
in the Loan Regulations and the bidding documents. In particular, all contracts financed by ADB 
shall include provisions specifying the right of ADB to audit and examine the records and accounts 
of the state, TNUIFSL, the executing and implementing agencies and all contractors, suppliers, 
consultants, and other service providers as they relate to the Projects. Individuals/entities on 
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ADB’s anticorruption debarment list are ineligible to participate in ADB-financed activity and may 
not be awarded any contract under the Projects.30 
 

 ACCOUNTABILITY MECHANISM 
 
84. People who are, or may in the future be, adversely affected by the project may submit 
complaints to ADB’s Accountability Mechanism. The Accountability Mechanism provides an 
independent forum and process whereby people adversely affected by ADB-assisted projects can 
voice and seek a resolution of their problems and report alleged violations of ADB’s operational 
policies and procedures. Before submitting a complaint to the Accountability Mechanism, the 
affected people should try in good faith to solve their problems by working with the concerned 
ADB operations department.  Only after doing that, and if they are still dissatisfied, should they 
approach the Accountability Mechanism.31 
 

 RECORD OF CHANGES TO THE PROJECT ADMINISTRATION MANUAL 
 
85. This PAM was prepared at the loan fact-finding mission in April 2019. All revisions and/or 
updates during implementation will be retained in this section to provide a chronological history 
of changes to be implemented, arrangements recorded in the PAM, including revision to contract 
awards, and disbursement S-curves.  
 

 
30  ADB. 2008. Guidelines for Implementing ADB’s Second Governance and Anticorruption Plan (GACAP II). Manila; 

and ADB. 2008. Sourcebook Diagnostics to Assist Preparation of Governance Risk Assessments. Manila.  
31  ADB. 2018. ADB Accountability Mechanism: Annual Report 2017. Manila. 

https://www.adb.org/documents/guidelines-implementing-adbs-second-governance-and-anticorruption-action-plan-gacap-ii.
https://www.adb.org/sites/default/files/institutional-document/157127/diagnostics-assist-preparation-gras.pdf
https://www.adb.org/documents/adb-accountability-mechanism-annual-report-2017
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DESIGN AND MONITORING FRAMEWORK FOR PROJECT 2 
Impacts the Project is Aligned with 
(i) Universal access to basic water and sanitation services achieved (Vision Tamil Nadu 2023)a 
(ii) World-class cities and industrial corridors across the state developed (Vision Tamil Nadu 2023)a 
(iii) Reduced vulnerability to climate change in urban areas achieved (Tamil Nadu Sustainable Water Security Mission, State 
Action Plan on Climate Change)b 

 

Results Chain 
Performance Indicators with Targets and 

Baselines 

Data Sources 
and Reporting 
Mechanisms Risks 

Outcome 
Livability and climate resilience 
in selected cities in priority 
industrial corridors enhancedc 

 

By 2026: 
a. Collection and treatment of sewage in project 
coverage areas of four cities increased to 100% of 
householdsd (2019 baseline: sewage collected from 
0% of households in coverage areas)  
 
b. Frequency and duration of piped water supply 
improved to at least 6 hours/day provided to 100% 
of households in project coverage area in two cities 
(Madurai and Tiruppur) (2019 baseline: 65.8% in 
Madurai and 61.4% in Tiruppur with water for 1 
hour/day or less, 22.5% in Madurai and 38.4% in 
Tiruppur with water for 4 hours/day or less, 57% of 
households in Madurai and 73% in Tiruppur 
connected to piped water)  
 
c. Nonrevenue water in coverage areas in two cities 
(Madurai and Tiruppur) reduced to 20% (2019 
baseline: on average 30%)  
 
d. At least 28,498 tons of carbon dioxide equivalent 
per year in greenhouse gas emissions avoided 
(2019 baseline: 0)  
 
e. At least 3,000 cubic meters/day of treated 
wastewater reused for industrial purposes in at least 
one city (Ambur) (2019 baseline: 0) 

 
f. Collection efficiency of water supply user fees in 
project areas in Madurai increased to 90% and in 
Tiruppur maintained at 90% (2019 baseline: 
Madurai, 76%; Tiruppur, 90%) and collection 
efficiency of sewerage user fees  increased in 
Ambur to 67%, in Tiruchirappalli to 81%, in Tiruppur 
to 90%, and in Vellore to 66% (2019 baseline: 0% in 
Ambur, Tiruchirappalli, Tiruppur, and Vellore)  

 
a–f. Program 
quarterly progress 
reports. 

 
Water shortages 
arising from extreme 
drought beyond 
projections 
undermine 
performance of water 
supply and sewerage 
facilities. 
 
No regular revisions 
of water and 
sewerage tariffs will 
constrain the 
sustainability of 
services. 
 

Outputs 
1. Climate-resilient sewage 
collection and treatment and 
drainage systems developed in 
four cities (Ambur, 
Tiruchirappalli, Tiruppur, and 
Vellore) 

 
 
 
 
 
 
 
 
 
 
 

By December 2025 
1a. One existing STP with capacity of 15 MLD 
rehabilitated (Tiruppur), and two new STPs (Ambur 
and Tiruppur) with total capacity of 72.71 MLD 
added (2019 baseline: rehabilitated: NA, new: 0)  
 

1b. A total of 1,328 km of new sewage collection 
pipelines commissioned and connected to 152,593 
households in four ULBs (Ambur, Tiruchirappalli, 
Tiruppur, and Vellore) including 100% poor and 
women-headed households in the coverage area 
(2019 baseline: 0)  
 
1c. A total of 25 sewage pump stations and 44 lift 
stations in four ULBs (Ambur, Tiruchirappalli, 
Tiruppur, and Vellore) with capacity of 3,690 
kilowatts added (2019 baseline: 0)  
 

 
1a–c. Periodic 
ULB records and 
project quarterly 
progress reports  
 
 
1d. Pre-and post-
training surveys 
 
 
 
 
 
 
 
 
 

 
Extreme monsoons 
and sudden price 
surges of materials 
beyond projections 
result in cost 
overruns and delays 
in civil works 
completion. 
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Results Chain 
Performance Indicators with Targets and 

Baselines 

Data Sources 
and Reporting 
Mechanisms Risks 

 
 
 
 
 
 
 
 
2. Water supply systems in two 
cities (Madurai and Tiruppur) 
improved with smart features 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. Institutional capacity, public 
awareness, and urban 
governance in ten cities 
strengthened 

1d. Eight (two per city in four ULBs: Ambur, 
Tiruchirappalli, Tiruppur, and Vellore) all-female 
community-based water and sanitation committees 
formed and improved knowledge of benefits of 
household connection to sewage collection system 
reported by at least 80% of trained members (2019 
baseline: 0)  
 
By December 2025 
2a. A total of 1,260 km new water distribution 
pipelines commissioned within 66 new district 
metered areas and metered connections provided to 
188,900 households in Tiruppur and Madurai (100% 
households including poor and women-headed 
households in coverage area) (2019 baseline: 0)  
 
2b. Three new pump stations (Tiruppur and 
Madurai) with combined capacity of 7,225 kilowatts 
installed, and 196 km of new transmission mains 
maximizing gravity flow in Madurai, and 230 km of 
feeder mains constructed (2019 baseline: 0) (RFI 7) 
 
2c. A total of 66 new reservoirs (Tiruppur and 
Madurai) with combined capacity of 92 million liters 
constructed (2017 baseline: 0)  
 
2d. Two new intakes and two new water treatment 
plants with combined capacity of 321 MLD installed 
in Tiruppur and Madurai (2019 baseline: 0)  
 
2e. At least 80% technical staff from each 
implementing agency in two cities (Madurai and 
Tiruppur) reported improved knowledge and skills in 
nonrevenue water reduction, with 75% participation 
of women technical staff in trainings (2019 baseline: 
0) 
 
3a. By 2025, 300 students, teachers, and 
administrators (at least 50% women); and improved 
awareness on water conservation and hygiene 
reported by at least 50% of members of 12 women 
groups in three cities (Ambur, Madurai and Tiruppur) 
(2019 baseline: 0) e   
 
3b. By 2023, new database on urban management 
for three project cities (Ambur, Madurai, and 
Tiruppur) established at the urban data and 
governance improvement cell in CMA, with sex-
disaggregated data where applicable (2019 
baseline: 0) e   

 
3c. By 2025, improved knowledge on approaches to 
integrating gender in urban governance, 
implementing gender action plans, and monitoring 
and reporting on gender equality results, reported by 
30 ULB staff (including at least 80% of eligible 
women staff) for three project cities (Ambur, 
Madurai, and Tiruppur) (2019 baseline: 0) e   

 

 
 
 
 
 
 
 
 
 
2a–d. ULB 
records and 
project quarterly 
progress reports 
 
2e. Pre- and post-
training survey 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3a. Pre- and post-
awareness 
campaign sample 
survey 
 
 
3b–e. Project 
quarterly progress 
reports 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Competing priorities 
within ULBs, and 
staff turnover hinder 
participation in 
capacity building. 
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Results Chain 
Performance Indicators with Targets and 

Baselines 

Data Sources 
and Reporting 
Mechanisms Risks 

3d. By 2025, agreements with industry for treated 
wastewater reuse signed by at least four cities under 
the performance-based grant (2019 baseline: 0) 
 
3e. By 2025, fecal sludge management, in areas not 
covered by centralized sewerage systems, 
implemented by at least five cities under the 
performance-based grant (2019 baseline: 0) 

 

Key Activities with Milestones 
1. Climate-resilient sewage collection and treatment, and drainage systems developed in four cities (Ambur, 

Tiruchirappalli, Tiruppur, and Vellore) 
1.1 Award all sewerage contracts by May 2020, complete all civil works by November 2025, and conduct user satisfaction 

surveys by September 2025. 
2. Water supply systems in two cities (Madurai and Tiruppur) improved with smart features 
2.1 Award all water supply contracts by Q2 2020, complete all civil works by November 2025, and conduct user satisfaction 

surveys by September 2025. 
2.2  Mobilize nonrevenue water contractors to train implementing agencies in nonrevenue water. 
3. Institutional capacity, public awareness, and urban governance in ten cities strengthened 
3.1 Evaluate reform indicators and decide on incentives annually through September 2025. 
3.2  Conduct pre-training surveys by July 2020 and post-training surveys by October 2020 to measure increased awareness and 

knowledge of water conservation and hygiene from awareness activities. 
Project Management Activities   
Mobilize technical assistance consultants 
Mobilize governance improvement and awareness consultant under Project 1 to establish new databases by November 2019 
Inputs 
Asian Development Bank: $206 million (regular ordinary capital resources loan) 
Government: $387 million 
Assumptions for partner financing: Not applicable 

 

CMA = Commissionerate of Municipal Administration, km = kilometer, MLD = million liters per day, RFI = results framework 
indicator, STP = sewerage treatment plant, ULB = urban local body 
a Government of Tamil Nadu. 2012. Vision Tamil Nadu 2023: Strategic Plan for Infrastructure Development in Tamil Nadu. 

Chennai.  
b Government of Tamil Nadu. 2015. Tamil Nadu Sustainable Water Security Mission. Chennai; and Government of Tamil Nadu. 

2014. State Action Plan on Climate Change: Towards Balanced Growth and Resilience. Chennai. 
c Five cities (Ambur, Tiruppur, Vellore, Madurai, and Tiruchirappalli) will be targeted for investment. All 10 program cities will be 

targeted for the capacity development.  
d   Cities are Ambur, Tiruchirappalli, Tiruppur and Vellore. Based on output target 1b, 100% of households is 152,580. 
e     Output indicators 3a, 3b, and 3c cover three cities in Project 2 (Ambur, Madurai, Tiruppur) and are aligned with the multitranche 

financing facility design and monitoring framework (footnote 1) with implementation support from  
Project 1. The other Project 2 cities (Vellore, Tiruchirappalli) are covered under the same indicators in the Project 1 design 
and monitoring framework (RRP main text, footnote 1).  

 
Contribution to ADB Results Framework: To be determined 
Source: Asian Development Bank. 
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APPENDIX 1: PERFORMANCE-BASED GOVERNANCE IMPROVEMENT COMPONENT 

FOR TRANCHE 2 
 
I. BACKGROUND 
 
1. Performance-based grant incentive urban governance program. The multi-tranche 
financing facility (MFF) supports a performance-based grant for Governance Improvement 
Component (GIC). Allocation for GIC in Tranche 1 is $10 million and $15 million in Tranche 2. In 
Tranche 1, improvements include financial management, revenue improvement, filling of 
vacancies, and gender mainstreaming activities. Tranche 1 will cover all 135 urban local bodies 
(ULBs) (total population 16,700,000) in Tamil Nadu except Chennai and town panchayats which 
are not under the administrative control of the Commissionerate of Municipal Administration 
(CMA). Tranche 2 will be for ADB project towns (and towns with functioning wastewater systems 
for one indicator on wastewater reuse) and focus on improved service delivery and innovation 
including household coverage, wastewater reuse, and gender mainstreaming activities, and 
project implementation performance.  CMA will administer the GIC.  
  
2. Use of performance grant funds.  Eligible expenditures for ULBs receiving performance 
grants will be defined by the CMA. ADB’s list of ineligible expenditures (Safeguards Policy 
Statement, 2009) will be included in the official order from CMA issued to ULBs. Grants cannot 
be used as ULB counterpart funding. The ULBs will be required to sign an MoU with the CMA 
under which the ULBs agree to utilize the grants only for defined “Eligible Expenditures.”  A ULB’s 
participation in the GIC will be conditional on its signing the Memorandum of Understanding 
(MOU).  CMA may take corrective measures and improvements in the design and administration 
of GIC.   

 
3. Governance Improvement and Awareness Consultants (GIAC) hired under the program 
will serve as an independent verification agency (IVA) to conduct annual performance 
assessments, regular data collection, field verifications and recommending incentive payouts.   
 
4. Tranche 2 will operate from 2020-21 till 2023-24, except for fecal sludge management, for 
which the first Performance Year will be 2021-22.  
 
II. PERFORMANCE INDICATORS 
 
5. GIC for Tranche 2 will have the following performance parameters and will be limited to 
ADB project ULBs only, unless specified otherwise  

(i) Project management 
(a) Achieving targeted number of new household connections for water and 

underground drainage projects  
(b) Timely completion of projects  

(ii) New initiatives  
(a) Sale of treated wastewater/ Use of treated wastewater (applicable to all 

ULBs with functioning wastewater systems) 
(b) Fecal sludge management in areas not covered by underground drainage 

(iii) Gender equality and social inclusion 
(a) Implementing Gender Action Plan  

 
6. Definitions, eligible ULBs, performance requirement and corresponding incentives are 
summarized in Annexure I. The Verification methodology is provided in Annexure II.  
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III. IMPLEMENTATION ARRANGEMENTS 
 
7. CMA will administer the GIC. GIC will be implemented from 1 April 2020 in the target 
ULBs. The financial year 2020-2021 will be the first year of performance, except for fecal sludge 
management for which the first year of performance will be 2021-2022.  
 
8. Annual performance assessment will follow the indicative cycle given below. 

 
Table A2.1: Annual Performance Assessment 

Activity Time period Responsibility 
Publish annual performance 
assessment calendar 

By March 31 of preceding year CMA (UDGIC Cell) 

Routine quarterly reports Within fifteen days of end of 
quarter 

ULBs 

Annual reporting of data  Within thirty days of completion 
of the financial year 

ULBs 

Independent verification Within sixty days of completion 
of financial year 

IVA  

Approval of final incentive 
allocation  

Within ninety days of completion 
of financial year 

CMA 

Release of payments Within ninety days of financial 
year 

CMA 

CMA= Commissionerate of Municipal Administration, IVA= independent verification agency, UDGIC= Urban Data and 
Governance Improvement, ULBs= urban local bodies. 
 
9. The yearly forecast of incentive payouts from 2020-21 is provided below. Performance 
indicators 3, 4, and 5 are for achievement in each performance year. If minimum performance is 
not achieved by a ULB in a particular performance year the incentive expires for that performance 
year and cannot be carried forward to the next year. If a ULB did not receive the incentive in a 
particular performance year, it is still eligible for incentive payout for the next performance year 
provided minimum performance in the next performance year is achieved.  
 

Table A2.2: Forecast Incentive Payouts 

 
Incentive payout for the performance year 

(Disbursed in the next financial year) Mn USD Total (Mn $) 

 2020-2021 2021-2022 2022-2023 2023-2024 2018-2024 
1. New Connections 1.3 1.9 2.5 0.6 6.3 
2. Project Completion 0.4 1.2 1.9 0.4 3.8 
3. Wastewater reuse 0.2 0.3 0.4 0.4 1.2 
4. Fecal sludge 
management - 0.6 0.8 1.0 2.4 
5. Gender Action 
Plan 0.3 0.3 0.3 0.3 1.2 
Total Tranche 2 2.5 4.2 5.8 2.5 15.0 
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ANNEXURE I - PERFORMANCE INDICATORS AND INCENTIVES 
 
Definitions 
 
1. Performance Year – Year in which performance is achieved.  
 
2. Payment Year – Year in which the payment of incentive is made. This will be the year 

following the Performance Year.  
 
3. Scaling of incentives – The formula for scaling is listed along with the definition of the 

indicators.  
 
4. Reference Population – Census 2011 population is used as reference population. Where 

ULB limits have been expanded since Census 2011, the combined population of the merged 
areas as per Census 2011 will be used for calculations. CMA will publish the population 
figures as per Census 2011 to be used for calculations.  
 

5. Minimum Performance or Threshold Performance – The performance level below which no 
incentive is payable.  

 
6. Maximum Performance – The performance level above which the incentive is not scaled.  
 
7. PI – Performance Indicator 

 
8. GAP – Gender Action Plan  
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Project Management and Service Delivery 

Indicator Eligible ULBs 
Yearly or One-

Time target Incentive 
Minimum 

Performance 
Maximum 

Performance 

Incentive for 
Achievement in 

between 
PI 1 -  Achieving 
targeted household 
connections 
 
Number of new 
house service 
connections added 
under the Project for 
water supply and/or 
underground 
drainage  
 

ADB Project ULBs  Yearly from 2020-
2021 onwards; for 
individual ULBs, 
on achievement 
of threshold 
percentage of 
connections and 
every year 
thereafter till 
2023-2024 

₹800 per house 
service 
connection  

Minimum of 60% 
of targeted house 
service 
connections 
achieved 

Not applicable Not applicable 

 
The ULB will be provided incentive for each new house service connection under the project for water supply and sewerage.  
 
Based on per capita costs, 6,20,380 new connections are assumed to be targeted under the proposed water supply and sewerage projects. In 32 
towns where underground sewerage projects have been completed/ near completion, the actual number of connections achieved as on 31 July 
2017 has been 71.1% as compared to the estimates in the DPR.  
 
This incentive is applicable in those projects where the responsibility for providing house connections is with the ULB and not with a parastatal. 
However, if a project is being implemented by a parastatal but the operations are the responsibility of the ULB and house connections are being 
provided by the ULB then the incentive would be payable to the ULB. If the parastatals are responsible for providing the connections, then the ULB 
is not eligible for this indicator.  
 

ADB= Asian Development Bank, DPR= detailed project report, ULB= urban local body. 
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Indicator Eligible ULBs 
Yearly or One- 

Time target Incentive 
Minimum 

Performance 
Maximum 

Performance 

Incentive for 
Achievement in 

between 
PI 2 -  Project 
management and 
completion 
 
Timely completion of 
construction as per 
construction contract 

ADB Project 
towns  

One-time target. 
On project 
completion  

0%- 2% of 
original contract 
value  
 

Projects 
completed within 
fifteen months of 
original 
completion date 
as per 
construction 
contract 

Projects 
completed by 
completion date 
as per 
construction 
contract 

Pro rata in 
between 

 
Projects completing within deadline as per construction contract will receive an incentive of 2% of original contract value which will progressively 
reduce to zero if completion date is delayed by 15 months or beyond from deadline. This is applicable to projects implemented by the ULB only. This 
incentive is not applicable where projects are implemented by a parastatal.  
 
Since time overrun is a likely occurrence in most projects, completing within 15 months of original targeted date, without considering authorized 
extensions later on, will be incentivized. These targets also implicitly recognize that targets set during contracting stage are optimistic. 
 
Partial commissioning will also be considered (pro rata based on the actual number of households benefitted as compared to target) provided the 
entire service delivery chain has been commissioned for that portion of households. For example, if 30% of the households as compared to the 
targets in DPR have been connected to the UGD collection system, and the required pumping and treatment facilities have also been commissioned, 
then 30% of the project would be deemed to have been completed (partial commissioning). The incentive would be payable on 30% of the project 
cost.  
 
 

ADB= Asian Development Bank, DPR= detailed project report, UGD= underground drainage system, ULB= urban local body. 
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Indicator Eligible ULBs 
Yearly or One- 

Time target Incentive 
Minimum 

Performance 
Maximum 

Performance 

Incentive for 
achievement in 

between 
PI 3 – Reuse of 
treated wastewater 

ULBs with 
functioning 
sewage treatment 
plants except 
Chennai 
Corporation and 
town panchayats 
 

Yearly target. 
First performance 
year 2020-2021. 
Last performance 
year 2022-2024 

Normative ₹10 
Lakh per MLD of 
treated 
wastewater sold 
for reuse 

At least 10% of 
the installed 
capacity of STP 

Not applicable Not applicable 

About 62 ULBs have implemented/ implementing underground drainage systems and sewage treatment plants. In addition, some of the ULBs 
under the proposed ADB project will also take up investments in underground drainage. Amongst these ULBs, those that are able to sell treated 
wastewater will be incentivized.  
 
Wastewater reused without sale (such as for agricultural purposes) will also be considered with 1/5th of the weightage as for wastewater sold.  
 

ADB= Asian Development Bank, STP= sewage treatment plant, ULB= urban local body. 
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Indicator 
Eligible ULBs Yearly or One- 

Time target Incentive Minimum 
performance 

Maximum 
performance 

Incentive for 
achievement in 

between 
PI 4 – Fecal sludge 
management 
 
Number of houses 
where septic tanks 
are emptied to an 
approved treatment 
facility through an 
authorized fecal 
sludge emptying 
service  

ADB Project ULBs 

Yearly target. 
First performance 
year 2021-2022. 
Last performance 
year 2023-2024 

₹200 per 
household per 
year  

Not applicable Not applicable Not applicable 

This component is open to ADB Project ULBs where the coverage of underground drainage is not universal. ULBs will be encouraged to develop 
fecal sludge management practices to serve the uncovered areas. The ULBs will be provided an incentive per household that is serviced through 
septic tank emptying services.    
 
The administration of this incentive is based on households emptied by public or private service providers. A transparent and auditable mechanism 
of verification will be required if this indicator is chosen.  
 

ADB= Asian Development Bank, ULB= urban local body. 
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Indicator 
Eligible ULBs Yearly or One- 

time target Incentive Minimum 
performance 

Maximum 
performance 

Incentive for 
achievement in 

between 
PI 5 – 
Implementation of 
GAP 
 
i) All non-statutory 
committees of the 
elected 
representatives of the 
ULB have at least 
33% participation of 
women and ii) ULBs 
prepare, maintain & 
publish sex 
disaggregated 
database on staff, 
elected 
representatives and 
members of Standing 
committees 
 

ADB Project ULBs Yearly target. 
First performance 
year 2020-2021. 
Last performance 
year 2023-2024 

₹2,800,000 per 
ULB  

Conformance NA NA 

This component is applicable for ADB project towns. From the year 2020-2021 onwards, the progress in implementing the plan will be evaluated 
on a yearly basis. Those ULBs that achieve conformance will be incentivized.  
 

ADB= Asian Development Bank, NA= not applicable, ULB= urban local body.
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ANNEXURE II – VERIFICATION PROTOCOL 
Performan

ce 
Indicator 

Definition and Description of 
Achievement and Incentive Payable 

Information Source 
and Frequency 

Verification 
Responsibility and 

Procedure 
PI 1 -  
Improveme
nt in 
service 
delivery 
 
Number of 
new house 
service 
connection
s added 
under the 
Project for 
water 
supply 
and/or 
undergroun
d drainage 

Additional house service connections 
provided under the Project for which 
connection fees as per prevailing 
policy have been recovered for water 
supply and/ or underground drainage 
as the case may be.  
 
For ULBs implementing both water 
supply and underground drainage 
project under the ADB Project the total 
of water supply and underground 
drainage connections will be taken.  
 
Achievement 
Additional house service connections 
as above 
 
provided 
Minimum of 60% of house 
connections targeted as per the 
approved detailed project report have 
been provided and connection fees as 
per policy have been recovered.  
 
Incentive = 
₹800 x Number of connections added 
as above 
 
In case of subsequent claims 
Incentive ₹800 x Number of 
connections added after previous 
claim 
 
As a matter of clarification, if the 
prevailing policy provides for 
recovering connection fees in 
installments, then the number of 
households from which the 
installments due till March 31 of the 
performance year have been 
recovered will be eligible for incentive 
calculations. 
 

ULB to provide 
 
• Number and list 

of house 
connections 
provided and 
status of 
payment of 
connection fees 
from such 
connections.  

 
• Total number of 

targeted 
connections as 
per approved 
DPR 

IVA to verify 
• Additional 

connections as per 
the connection 
database 

• Receipt of 
connection fees as 
per accounting 
system 

• On sample basis, 
new connections 

 
 

PI 2 -  
Project 
manageme
nt and 
completion 
 
Timely 
completion 
of 

Delay in months for completion of 
project and issue of completion 
certificate as against the originally 
targeted date of completion as per 
construction contract. 
 
Any fraction of a month to be ignored.  
 
Threshold Achievement 

From ULB 
 
Original targeted 
date of completion as 
per construction 
contract 
 
Completion 
certificate 

IVA to verify validity of 
completion certificate 
and status of 
construction. 
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Performan
ce 

Indicator 
Definition and Description of 

Achievement and Incentive Payable 
Information Source 

and Frequency 

Verification 
Responsibility and 

Procedure 
constructio
n as per 
constructio
n contract 
 

Delay less than or equal to 15 months 
 
Maximum achievement 
No delay 
 
Incentive =  
 
[15- Delay in months] / 15a x 2% or 
original contract value 
 
Partial commissioning would be 
considered as per definition.  

 
CMA to define date 
of completion taking 
into account 
materiality of physical 
completion of 
construction. 

PI 3 – 
Reuse of 
treated 
wastewater 

Average wastewater supplied to 
customers (in MLD)  
 
Threshold achievement 
Average wastewater supplied to 
customers is at least 10% of the 
installed capacity of the respective 
wastewater treatment plant 
 
End use of wastewater to be a 
substitute for raw/ fresh or treated 
water use from ULB or other sources 
 
Incentive =  
₹10 lakhs per MLD of wastewater 
sold.  
 
Reuse of wastewater will be 
considered with weightage as per 
definition.  
 

ULB to provide 
 
• Capacity of 

wastewater 
treatment plant 

• Meter readings 
for quantity of 
wastewater sold 
to customers 

• Agreement for 
purchase of 
wastewater if 
applicable 

• Revenue 
collected from 
customers for 
sale of 
wastewater 

 

IVA to verify 
a) Quantity of 

wastewater sold 
and the price at 
which it has been 
sold and revenue 
realized 

b) Materiality of 
wastewater reuse 
and confirmation 
that wastewater 
reuse is a 
substitute for raw/ 
fresh/ treated water 
use from ULB or 
other sources 
 

PI 4 – 
Fecal 
sludge 
manageme
nt 
 
Number of 
houses 
where 
septic 
tanks are 
emptied 
through an 
authorized 
fecal 
sludge 
emptying 
service 

Number of households whose septic 
tanks have been emptied by an 
authorized fecal sludge removal/ 
transportation service of the ULB or 
the ULB itself at least once within the 
last two years.  
 
Provided such households are not in 
area covered by underground 
drainage and the locality of such 
households is declared by the ULB as 
covered under a formal/ licensed fecal 
sludge management system.  
 
Threshold achievement 
Not applicable 
 
Incentive =  
Number of households as above x 
₹200 

ULB to provide 
a) Localities listed 

as covered under 
formal fecal 
sludge 
management 
program, and 
households in 
these localities 

b) Monthly report of 
households 
whose septic 
tanks are 
emptied with 
details of 
individual 
household as per 
property tax 
database, with 
details of 

IVA to verify  
a) Functioning of fecal 

sludge 
management 
program 

b) On sample basis, 
septic tank 
emptying status of 
households 

c) Service 
acknowledgement 
from households 
and/or charges 
collected for 
emptying service 
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Performan
ce 

Indicator 
Definition and Description of 

Achievement and Incentive Payable 
Information Source 

and Frequency 

Verification 
Responsibility and 

Procedure 
 
If the household has not been emptied 
in the performance year, but has been 
emptied in the previous year, incentive 
would be paid at the rate of Rs 200 
per household, even if incentive has 
been paid for the household in the 
previous year, i.e each household 
whose septic tank has been emptied 
at least once in two years is eligible 
for an incentive of Rs 400 every two 
years. 
 
Maximum incentive per household per 
year will be ₹200 even if it is emptied 
more than once a year.  
 

emptying service 
such as a) 
agency, b) data 
and time etc. 

c) Total number of 
households 
covered under 
formal fecal 
sludge 
management 
program 

 

PI 5 – 
Implementi
ng GAP 
 
All non-
statutory 
committees 
of the 
elected 
representat
ives of the 
ULB have 
at least 
33% 
participatio
n of women 
and ii) 
ULBs 
prepare, 
maintain & 
publish sex 
disaggregat
ed 
database 
on staff, 
elected 
representat
ives and 
members of 
Standing 
committees 
 

Progress in implementation of Gender 
Action Plan as finalized by the CMA.  
 
The CMA would finalize the Gender 
Action Plan and nominate ULBs from 
ADB project towns that may 
implement the plan on a voluntary 
basis. 
 
The Gender Action Plan will include a) 
milestones in implementation, b) 
methodology for measuring and 
verifying progress and c) an annual 
score to measure progress.  
 
Incentive Payable = ₹10 per capita for 
minimum progress; = ₹20 per capita 
for maximum progress and pro rata in 
between 
 

ULBs 
Progress report on 
implementing Gender 
Action Plan 

IVA to field verify 
conformance 

CMA= Commissionerate of Municipal Administration, DPR= detailed project report, GAP= Gender Action Plan, IVA= 
Independent Verification Agency, MLD= million liters per day, ULB= urban local body. 
a Error in formula corrected. From “[15- Delay in months] / 12” to “[15- Delay in months] / 15”

APPENDIX 2 



60 Appendix 3 

 

 PROCUREMENT PLAN 
 

Basic Data 
 Project Name:   Tamil Nadu Urban Flagship Investment Program, Tranche 2  
 Project Number:   49107-005 Approval Number:     
 Country:   India Executing Agency: Tamil Nadu Urban Infrastructure 

Financial Services Ltd.  

 Project Procurement Classification: Category B Implementing Agency: 
N/A  

 Project Procurement Risk: Medium  
 Project Financing Amount:   $593,000,000 

ADB Financing:   $206,000,000 
Cofinancing (ADB Administered):   
Non-ADB Financing:   $387,000,000 

Project Closing Date: 14 June 2026  

 Date of First Procurement Plan:   26 April 2019  Date of this Procurement Plan:  26 April 2019 
 

 

 Advance Contracting: 
Yes 

e-GP: 
Yes 
http://www.tenders.tn.gov.in  

  

 
A. Methods, Thresholds, Review, and 18-Month Procurement Plan 

 
1. Procurement and Consulting Methods and Thresholds 

 
Except as the Asian Development Bank (ADB) may otherwise agree, the following 

process thresholds shall apply to procurement of goods and works.  
 

Procurement of Goods and Works 
Method Threshold Comments 

International competitive bidding for goods $3,000,000 and above    
National competitive bidding for goods From $100,000 to $2,999,999 The first national competitive bid is subject 

to prior review, thereafter post review.   
Shopping for goods Up to $99,999    
International competitive bidding for works $40,000,000 and Above    
National competitive bidding for works From $100,000 to $39,999,999 The first national competitive bid is subject 

to prior review, thereafter post review.   
Shopping for works Up to $99,999    

 
 

Consulting Services 
Method Comments 

Quality- and cost-based selection for consulting firm    
Single source selection for individual consultant    

 
2. Goods and Works Contracts Estimated to Cost $1 Million or More 

 
The following table lists goods and works contracts for which the procurement activity 

either has commenced or is expected to commence within the next 18 months. 
 

Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

TNUFIP/
ABR/01 

Providing sewerage 
collection system for 
UGSS in Ambur 
Municipality under 

12,650,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

package 1 preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
ABR/02 

Construction of 
sewage treatment 
plant with a capacity 
of 16.71 mld on a 
design, build, 
operate, and transfer 
basis for UGSS in 
Ambur Municipality, 
under package 2 
 
 

2,700,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
plant 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
MDU/WS
/1 

Providing dedicated 
water supply scheme 
for Madurai City 
Municipal 
Corporation from 
Mullai Periyar River 
at Lower Camp,  
construction of 
headworks and raw 
water gravity 
transmission main, 
package 1 
 
 

43,150,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q3 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
MDU/WS
/2 

Providing dedicated 
water supply scheme 
for Madurai City 
Municipal 
Corporation from 
Mullai Periyar River 
at Lower Camp,  
construction of water 
treatment plant with a 

15,760,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

capacity of 125 mld 
and supervisory 
control and data 
acquisition 
arrangements, 
package 2 
 
 

 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
MDU/WS
/3 

Providing dedicated 
water supply scheme 
for Madurai City 
Municipal 
Corporation from 
Mullai Periyar River 
at Lower Camp, 
construction of 
service reservoir, 
feeder main, and 
clear water 
transmission main,  
package 3 
 
 

61,080,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q3 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
MDU/WS
/4 

Providing dedicated 
water supply scheme 
for Madurai City 
Municipal 
Corporation from 
Mullai Periyar River 
at Lower Camp, 
providing distribution 
system with district 
metering area based 
management 
targeting nonrevenue 
water reduction,  
package 4 
 
 

35,200,000 
 
 

National 
competitive 
bidding 

Prior  1S1E Q4 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TIRP-
III/01: 

Providing sewerage 
collection system in 
the extended areas 
of corporation for 
UGSS in Trichy 
Corporation, under 
phase 3 
 
 

40,000,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q3 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

e-GP: Yes 
 
e-GP Type: e-
Publication 
 
Comments: 
Cost estimate 
is $39.55 
million and 
adjusted to $40 
million to 
remain as 
International 
competitive 
bidding as per 
the 
procurement  
plan  

TNUFIP/
TPU/UG/
1 

Providing sewerage 
collection system; 
construction of sub-
pumping stations and 
master pumping 
stations; supply, 
laying, and jointing of 
pumping mains in 
sewer zones 5, 6, 
and 7 in Tiruppur 
Corporation, under  
Package 1 
 
 

36,570,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/UG/
2 

Providing sewerage 
collection system; 
construction of sub-
pumping stations and 
master pumping 
stations; supply, 
laying, and jointing of 
pumping mains in 
sewer zones 8, 13, 
and 14; and 
expansion of the 
existing sewerage 
treatment plant in 
Tiruppur Corporation, 
under package 2 
 
 

14,510,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/UG/
3 

Providing sewerage 
collection system; 
construction of sub-
pumping stations and 
master pumping 

16,540,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

stations; supply, 
laying, and jointing of 
pumping mains in 
sewer zones 9, 15, 
16, and 17 in 
Tiruppur Corporation, 
under package 3 
 
 

applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/UG/
4 

Construction of two 
sewage treatment 
plants with capacity 
of 36 mld, 
expandable to 44 
mld, in 
Sarkarperiyapalayam
, and 20 mld, 
expandable to 26 
mld, in 
Chinnandipalayam 
on a design, build, 
and operate basis in 
Tiruppur Corporation, 
under package 4 
 
 

8,820,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
plant 
 
e-GP: Yes 
 
e-GP Type: e-
Publication  

TNUFIP/
TPU/WS/
1 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
construction of raw 
water intake well and 
pump house with a 
surge protection 
tank; and supply and 
installation of pump 
set and motors, 
package 1 
 
 

14,430,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/WS/
2 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
construction of water 
treatment plant with a 
capacity of 196 mld, 
expandable to 270 
mld, with complete 
internal supervisory 

11,850,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 



Appendix 3 65 

 

Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

control and data 
acquisition system 
for a new water 
supply scheme for 
Tiruppur City, 
package 2 
 
 

Bidding 
document: 
plant 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/WS/
3 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
supplying, laying, 
and jointing clear 
water gravity main 
from water treatment 
plant to overhead 
tanks in Tiruppur 
Corporation, 
package 3 
 
 

50,860,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/WS/
4 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
construction of 12 
elevated service 
reservoirs with 
chlorination facility; 
and providing 
distribution system 
including household 
service connections 
in corporation zones 
1 & 2, package 4 
 
 

26,430,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/WS/
5 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
construction of 17 
elevated service 
reservoirs with 
chlorination facility; 
and providing 
distribution system  
including household 
service connections 
in corporation zone 2, 
package 5 
 

27,850,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

  
e-GP Type: e-
Publication 

TNUFIP/ 
TPU/WS/
6 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation with 
district metering area 
based distribution 
management 
targeting nonrevenue 
water reduction in 
representative 
distribution zones, 
package 6 
 
 

3,830,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q4 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
VEL-
III/01: 

Providing sewerage 
collection system in 
zones 2, 2A, and 8 for 
UGSS in Vellore 
Corporation, under 
phase 3 
 
 

40,670,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q2 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

e-GP = e-government procurement system, mld = million liters per day, UGSS = underground sewerage system 
 

3. Consulting Services Contracts Estimated to Cost $100,000 or More 
 

The following table lists consulting services contracts for which recruitment either has 
commenced or is expected to commence within the next 18 months. 

 

Package 
Number 

General 
Description 

Estimated 
Value 

Recruitment 
Method 

Review 
(Prior/ 
Post) 

Advertisement 
Date 

(quarter/year) 

Type of 
Proposal Comments 

CMSC-
VI 

CMSC Madurai 
Corporation 

2,680,000  Quality- and 
cost-based 
selection 

Prior  Q3 2018 Full Technical 
Proposal 
 

Assignment: 
international 
 
Quality–cost 
ratio: 90:10 
 
Advance 
contracting: Y 
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e-GP: No   

 
4. Goods and Works Contracts Estimated to Cost Less than $1 Million and 
Consulting Services Contracts Less than $100,000 (Smaller Value Contracts) 

 
The following table lists smaller-value goods, works and consulting services contracts for 

which the activity either has commenced or is expected to commence within the next 18 months.  
 

 

Goods and Works  
Package 
Number 

General 
Description 

Estimated 
Value 

Number of 
Contracts 

Procur
ement 

Method 
Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

None         
 

Consulting Services  
Package 
Number 

General 
Description 

Estimated 
Value 

Number of 
Contracts 

Recruitment 
Method 

Review 
(Prior/ 
Post) 

Advertisement 
Date 

(quarter/year) 
Type of 

Proposal Comments 
 None         

 
B. Indicative List of Packages Required Under the Project 
 

The following table provides an indicative list of goods, works and consulting services 
contracts over the life of the project, other than those mentioned in previous sections (i.e., those 
expected beyond the current period). 
 

Goods and Works  
Package 
Number 

General 
Description 

Estimated 
Value 

(cumulative) 
Estimated Number 

of Contracts 
Procurement 

Method 
Review 

(Prior/Post) 
Bidding 

Procedure 
Comments 

 None         
 

Consulting Services  
Package 
Number 

General 
Description 

Estimated 
Value 

Number of 
Contracts 

Recruitment 
Method 

Review 
(Prior/ 
Post) 

Type of 
Proposal Comments 

 None        
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APPENDIX 3: TERMS OF REFERENCE 
Construction Management and Supervision Consultancy Services for Implementation of 

Water Supply and Underground Sewerage Scheme in Madurai, Tamil Nadu  
(Package – CMSC VI) 

 
A. Background  
 
1. The Government of Tamil Nadu, one of the most urbanized states in India is committed to 
improve urban infrastructure and simultaneously addresses institutional strengthening, and 
targets reforms in urban governance. Therefore, Government of Tamil Nadu has proposed to 
undertake “Tamil Nadu Urban Flagship Investment Program (TNUFIP)”. The proposed Program 
will support the Government of Tamil Nadu in improving the infrastructure facilities and 
implementing reforms in urban sector.  
 
2. The Government of Tamil Nadu has been implementing urban investment projects with 
funds assistance from World Bank, JICA and KfW. The investments have made improvements in 
the living standards of the public, yet there is further scope and accordingly, Government of Tamil 
Nadu is in discussion with the Asian Development Bank (ADB) seeking funds for implementing 
the TNUFIP.  
 
3. The proposed TNUFIP is expected to support both the infrastructure needs and the reform 
program of the Government of Tamil Nadu for sustainable urban infrastructure development and 
service delivery. The funds will provide financial support to the Government of Tamil Nadu to 
implement reforms that will unlock the potential of various stakeholders, including municipal 
bodies, individual households, and private sector investors. The loan is expected to support 
catalytic investments that enhance productivity and leverage finances from various other sources 
in the project areas. The project will also explore possibilities of applying innovations in water 
supply and wastewater management, storm water drainage and flood management and reduce 
water loss in the form of non-revenue water (NRW).  
 
4. The impact of the TNUFIP will be improved quality of life for all including the poor and the 
disadvantaged in Tamil Nadu. The project is envisaged to be implemented in three tranches 
having an aggregated amount of investment around $715 million. The Tamil Nadu Urban 
Infrastructure Financial Services Limited (TNUIFSL) will implement TNUFIP through a program 
management unit (PMU).  
 
5. The Madurai City, located in South Central Tamil Nadu, is the second largest city after 
Chennai and is being administered by the Madurai City Municipal Corporation. Madurai 
Corporation is the second largest Municipal Corporation in the state of Tamil Nadu. Madurai was 
constituted as a municipality as per the Town Improvement Act of 1865 on 1 November 1866. It 
was upgraded as a Corporation on 1 May 1971 in view of rapid increase in population and 
extension of administrative boundaries. The jurisdiction of Madurai Corporation has been 
extended on 28th September 2010, to include the areas of the city Corporation, 3 Municipalities, 
3 Town Panchayats and 11 Village Panchayats located around the Madurai Corporation. 
Consequent to this extension, the total area of the Corporation has increased considerably from 
51.82 km2 to 147.997 km2 and the numbers of the wards have increased from 72 to 100. The 
extended Municipal Corporation had a population of 1,470,754 persons as per 2011 census. 
 
6. Dedicated Water Supply Scheme for Madurai City Municipal Corporation from Mullai 
Periyar River at Lower Camp is now proposed to fulfill the Water Supply demand for the 
intermediate stage 2034 population of 1923936 by tapping 1630 mcft (130 million liters per day 
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[MLD]) from Mullai Periyar River at Lower Camp. Already Madurai Corporation is tapping 
1500mcft (115 MLD) from Vaigai dam, 30 MLD from River Cauvery Source under Melur CWSS 
and 47 MLD from Vaigai River Bed. The total water supply demand gap for Madurai Corporation 
(100 Wards) in 2034 is 125 MLD. There is no nearby reliable source of water to fulfill the total 
water supply demand gap of 125 MLD. Hence, Madurai City Municipal Corporation intends for 
implementation of dedicated water supply scheme for Madurai City from Mullai Periyar River 
under TNUFIP. The cost of the water supply project is about $158.71 million (₹1,020.00 Crores). 
Madurai City Municipal Corporation will implement the project under multiple packages and 
proposes to employ a contract management and supervision consultancy firm through TNUIFSL. 
 
B. Objective of the Assignment 
 
7. On behalf of Madurai City Municipal Corporation (hereinafter the “client”), TNUIFSL shall 
recruit a competent and professional Contract Management and Supervision Consulting firm (the 
“Consultant”). The said Consulting firm on behalf of TNUIFSL shall work with Madurai City 
Municipal Corporation. All day-to-day reporting of the Consultant shall be to Madurai City 
Municipal Corporation. The objective of the assignment is to assist and support the Madurai City 
Municipal Corporation in contract management and construction supervision of works covered 
under the proposed Dedicated Water Supply scheme project taken up under TNUFIP. 
 
C. Scope of Services, Tasks (Components) and Expected Deliverables  
 
8. Scope of Services: The consultants’ services will be used for carrying out contract and 
construction management including supervision of works and overall responsibility to deliver the 
outputs will rest with the consulting firm through the team leader. The consultant shall ensure 
timely delivery of the documents and completion of various works assigned, establish coordination 
among all stakeholders and within the team members of the consultant, scheduling 
mobilization/demobilization of team members, and to interact with the client on regular basis.  
 
9. The scope of services inter-alia intended to be provided by the consultant under this terms 
of reference (TOR) shall include but not limited to the following:  
 

(i) Setting out of sites for various components involved in the project including field 
verification of lines and levels.  

(ii) Carrying out its duties as Engineer/Engineer’s Representative within the context 
of provisions of Works and Supply Contracts.  

(iii) Fielding supervision and monitoring of progress of works and preparation of 
progress reports.  

(iv) Reviewing of designs, drawings, technical specifications and estimation. Ensure 
compliance with standard Engineering practice by the Contractors.  

(v) Developing Quality Assurance System & Quality Control Plan and prepare quality 
compliance reports.  

(vi) Mapping all the utilities above and below ground that are falling within the 
alignment and assist in shifting of the same as required.  

(vii) Coordinating with all the stakeholders to achieve timely completion of contractual 
obligations on the part of contractors and the client.  

(viii) Assisting in compliance with regulatory clearances. Assist in obtaining various 
permits, for the implementation of the project. Preparing Traffic Management Plan 
for project implementation.  

(ix) Assisting in monitoring progress of work including financial progress and preparing 
status reports.  
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(x) Developing and promoting usage of advanced tools for project scheduling and 
monitoring  

(xi) Developing and setting up of management information system (MIS);  
(xii) Advising and supervising on safety and security of the laborers, supervising and 

monitoring officials and public during project implementation;  
(xiii) Ensuring compliance of ADB safeguard requirements and prepare various 

documents related to safeguards implementation and monitoring;  
(xiv) Preparing and submitting progress reports capturing physical, financial progress, 

environmental, social safeguards and GAP compliance, critical issues, etc., at 
regular intervals.  

(xv) Assisting client in forecasting the progress of works and finalization of periodic 
targets for the expenditure and disbursement.  

(xvi) Obtaining as-built drawings from the contractors and submit the same to the client 
after verification in the field and certification for its correctness.  

(xvii) Preparing and submitting work completion report including as built drawings.  
(xviii) Assisting the client in settling contractual disputes.  
(xix) Assisting and support the client in processing and dealing with contract variations.  
(xx) Advising the client on best practices and innovative approaches in construction, 

develop site specific construction methodology and supervise such works  
(xxi) Taking into account the details of the entire project including the plants & 

equipment furnished by the manufacturers, suppliers & contractors, prepare an 
Operation and Maintenance Manual for the entire project.  

(xxii) Preparing an asset management plan and asset register for all the assets created 
under the project.  

 
10. Detailed Task and Expected Deliverables: The scope of consultant under various 
activities will include but not necessarily be limited to the following:  
 

(i) Construction supervision and contract management: The Consultant shall 
assist and be responsible to carry out the tasks appended hereunder. The tasks 
appended hereunder are neither limited nor conclusive; the consultant shall be 
obliged to support the Madurai Corporation in performing their tasks and 
responsibilities.  

 
(a) Review construction contracts/documents and conduct site visit of all 

ongoing contracts and identify a) potential initial activities to be complied 
with by the Construction contractors, and b) the obligations of the client, if 
any. Bring to the attention of the client any potential contractual issue and 
construction problem that warrants their early attention;  

(b) The consultant shall maintain sufficient site-based staff, with clear 
allocation of duties, to supervise day-to-day construction activities;  

(c) Review the contractor’s construction methodology, work proposal and 
working drawings to the extent required by respective contract. Submit 
comment on requirement of modifications, if any, and recommend for 
approval as appropriate;  

(d) Proof check of the contractors’ drawings, designs and recommend to the 
client for approval of contractors’ design and drawings for execution as 
required;  

(e) Examine, check, comment and recommend for necessary action on the 
contractor’s proposals, plans, detail designs, drawings, request for change, 
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if any. Monitor and report on physical progress of the works and financial 
disbursements, environmental and social compliance reports;  

(f) Ensure required instructions received and complied with the requirements 
of the contract;  

(g) Be responsible for management and supervision of construction contracts 
under the current law of the employer’s country;  

(h) Check the adequacy and quality of contractor’s input in terms of material, 
equipment & machinery, workers and safety requirement prior to 
commencement of the works and time-to-time during construction activity;  

(i) Facilitate in setting out the works and ensure its correctness during the 
implementation;  

(j) Check the line level, layout of the construction to ensure conformity with 
the contract, proposal for approval of any changes in the plans that may be 
deemed necessary duly indicating the effects due to the change on contract 
and preparation of variation orders accordingly;  

(k) Inspect and supervise the day-to-day operations and activities of the 
contractors to ensure that the works follow the approved drawings and 
specifications of relevant construction contracts;  

(l) Monitor the contractor’s compliance with safety requirements during and 
prior to the commencement of construction activity. Assist in preparation of 
Accident report in the event of unfortunate occurrence of any accident on 
the site;  

(m) Monitor and report the engagement of child labor by the contractor, if any. 
Ensure the compliance by the contractor of the Labor protection clause in 
the Contract or required by the regulatory authority including all relevant 
statutory provisions on labor- equal pay for equal work, health, safety, 
welfare, sanitation and working conditions;  

(n) Ensure the compliance by the contractor of the environmental 
monitoring/environmental management plan in the contract or required by 
the regulatory authority;  

(o) Ensure the compliance by the contractor of the ADB’s safeguard policy and 
the requirements;  

(p) Ensure that the labor camps are complying with regulations and take steps 
to conduct frequent health camps, HIV awareness, etc. in the labor camps. 
Ensure the facilities are provided separately for women in the labor camps;  

(q) Maintain at site or at project office, all duplicates of the contracts, technical 
drawings, catalogues and drawings, and specifications, survey notes, 
quality control documents and any other documents, as necessary;  

(r) Ensure that the contractor is setting up all labs, testing facilities as per 
contract conditions and the equipment are calibrated;  

(s) Assist the client and the contractor to develop alternative methods to 
overcome unexpected obstacles which may affect the execution of the 
works;  

(t) Assist the client in identification and documentation of underground utilities 
and removal designs, as required;  

(u) Cooperate, facilitate and report on all removal/ relocation of on-site 
activities pertaining to ground or underground utilities;  

(v) Review the aspect of traffic management in the contractor’s programs and, 
ensure and facilitate its compliance by the contractors during the execution 
of construction activity and removal/ relocation of utilities;  
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(w) Examine and ensure the completion drawings/ as built drawings prepared 
and submitted by the contractor (hard & soft copies), submit 
recommendations in the event of change or correction is required therein 
prior to acceptance by the client;  

(x) Ensure maintenance of documentations on the quality control and quality 
assurance, test reports, logbooks etc. by the contractors in an acceptable 
manner;  

(y) Check internal quality management system of the contractors- 
documentation, quality management method, quality control reporting, 
quality control staffing. Submit its recommendation any change if 
warranted/ deemed necessary. Periodically audit contractor’s compliance 
with quality control/ quality assurance requirements and submit report to 
the client;  

(z) In case of any new items or modifications of works, prepare specifications, 
carry out rate analysis (with supporting documents) for 
justifying/negotiating the rates quoted by the contractors and furnish these 
to the client for their approval. Check to ensure that type and frequency of 
test requirements for material on site and in laboratory comply with 
technical specifications as required in the contract. Test equipment to be 
used or installed prior to its incorporation in the works;  

(aa) Carry out, witness and supervise testing of materials and equipment’s to 
be incorporated in the works at site, laboratory, at source of materials and 
equipment or any other location. Check testing results to ensure 
compliance with the provisions of the contract;  

(bb) Ensure contracts are progressing in time and for any deviation initiate 
imposing of Fine, LD etc.;  

(cc) Ensure that the all the required insurances are available and up to date 
with the contractor;  

(dd) Ensure that no additional claims (both for quantity as well as additional 
scope) shall be admitted without the prior written approval of the client; 

(ee) Store all records and documents related to quality assurance/quality control 
at safe custody and make available when required;  

(ff) In case those works where measurements are hidden after completion as 
in the case of foundations, reinforcements in RCC structures etc., 
measurements & check measurements are to be carried out immediately 
after each activity is completed;  

(gg) Check the laboratory and field tests carried out by the contractors and to 
develop a mechanism in consultation with the client in carrying out 
independent tests, if necessary, other than the regular testing done;  

(hh) Order special tests of materials and/or, completed works, and/or order 
removal and substitution of improper materials and/or works as required;  

(ii) Maintain daily notes/site order book/diary of execution progress for each 
construction activity on site as well as notes of arising potential problem on 
site that may affect the execution progress or require change or variation;  

(jj) Attend periodic meetings with client and the contractors to discuss, approve 
the execution progress, remaining progress, difficulties, and any potential 
problem anticipated that may affect on execution, progress, propose 
constructive solutions/remedies to overcome problem and difficulties for 
smooth operations of execution progress;  

(kk) Attend, facilitate constructively and report all feedback/complaints of 
community related to execution of works;  
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(ll) Record measurements of works executed at site from beginning to 
completion of project; sector experts will ensure that works are carried out 
as per the approved design/drawings & specification and shall supervise 
pre-construction, construction activities, and commissioning tests at works;  

(mm) Issue certification that quality is confirming to all relevant specifications and 
drawings;  

(nn) Conduct measurement and certification of the works completed and for 
certifying and recommending payments to the contractors;  

(oo) Approve and/or issue working drawings including variations thereof, in this 
connection, give instructions to the contractor; Verify and get corrected the 
“as-built” drawings supplied by the contractor and certify the same;  

(pp) Assist the client in taking over of completed works from the contractors in 
particular by preparing list of defects to be corrected by the contractor; and  

(qq) Prepare specific engineering reports when required, which shall include an 
analysis of the problems encountered and proposed solutions;  

 
(ii) Project Management and Monitoring 

 
(a) Identify all necessary approvals and permissions etc. those would be 

required during the implementation of the contracts in accordance with the 
government regulations and provisions of the contracts; 

(b) Plan and manage the project, and assisting the client on the project 
management, including risk management, cost control, scheduling, 
monitoring, auditing, reporting, and compliance monitoring for the project 
required under both the government and ADB rules and guidelines;  

(c) Prepare and submit detailed work program, including all pertinent activities 
and critical paths, responsibility and function of each team member, co-
ordination mechanism and procedures between the consultant, contractor 
and the employer; reporting system and the procedure etc. to ensure 
orderly and uninterrupted progress of the works. The mechanism and 
procedures set by the consultant shall be subject to the approval by the 
client;  

(d) Plan and assist the client in obtaining, in a timely manner, the required 
clearances, permits, approvals, sanctions or any other information from 
relevant competent authorities so that the project activities are not unduly 
delayed;  

(e) Flag the critical issues encountered during project implementation 
including social impacts;  

(f) Establish document control and proper filing system for project offices, 
including official correspondence, drawings, site instructions, variation 
orders and site records. Establish channel and mode of communications;  

(g) Develop program management and tracking system, using commonly 
available computer softwares to schedule and monitor all aspects of 
construction activities;  

(h) Review, comment, and recommend for the client’s approval of the 
construction contractor’s proposed implementation schedule and 
programs, including time over-run aspect and cost over-run, if any. Monitor 
the schedule and proactively instruct the contractors to take corrective 
action to complete the works in time;  

(i) Prepare as necessary detailed recommendations to the client for contract 
variations and addenda to ensure the best possible technical results, 
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achieved with the available funds. To issue variation orders, fix rates for 
unpriced works, all after obtaining prior approval of the client, and to make 
recommendations to the client;  

(j) Control and appraise the progress of the works, to order suspension of 
works and to authorize, with the client’s approval, extensions of the period 
of completion of works;  

(k) Assist, co-operate, facilitate and submit recommendations on the traffic 
management during the removal/relocation of underground utilities and 
during the execution of construction works;  

(l) Review and recommend on the contractor’s claim for progress payments;  
(m) Assist in resolution of contractual issues including review, evaluation and 

confirmation of contract variation orders;  
(n) Review and examine the contractor’s request for variation orders, extra 

items, new rates, time extension etc., and submit recommendations for 
approval, if appropriate;  

(o) Assist in constructively and submit recommendations in resolving any 
potential difficulty or dispute that may arise between the contractors and 
the client;  

(p) Examine, evaluate and submit recommendations on any claims for 
additional time or payment submitted by the contractors. Assist the client 
in certification of partial, substantial and final completion of the works in 
accordance with the provisions of the Contracts, including stage 
certification and final acceptance test;  

(q) Assist on liaison with local authorities and state/ central government 
agencies, liaison with ADB. Assist in reporting to these agencies by the 
client;  

(r) Assist the client as may be necessary in meeting its obligations under the 
loan agreement/project agreement and assist in reporting;  

(s) Prepare essential works, documents including quick report on progress, 
quality, disbursement or any other relevant matter as may be required by 
the client or the ADB;  

(t) Plan, schedule, and monitor the projects using Microsoft project office 
software or similar software;  

(u) Assist the client in conducting regular meetings with all stakeholders, 
contractors, and other government entities, etc, to discuss progress and 
issues related to implementation, and prepare minutes for recording and 
circulation;  

(v) Establish all necessary records and the procedures of maintaining/ 
updating such records for each package and for the entire project;  

(w) Develop and implement procedure for timely payments to the contractors 
and monitor for compliance;  

(x) Assist the client in ensuring compliance with all loan covenants during 
project implementation; and 

(y) Inspect the works at appropriate intervals during defect liability period and 
issue Defects Liability Certificates after the rectification, by the contractor, 
of possible defects. Ensure that the contractor attends to all kinds of 
construction defect brought to his notice during defects liability period; and 

(z) Monitor implementation of mitigation measures and compliance with the 
governance risk assessment and management plan for the project and 
update the plan as per requirement.  
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(iii) Social, Environmental, Archaeological, Occupational Health and Safety 
Aspects:  

 
(a) Review the resettlement framework already prepared for the project and 

Identify any further resettlement requirements/including social impacts 
identified during project implementation and costs that may be required and 
provide all information required in relation to right-of-way access as well as 
the relocation of existing utilities, if required, and other obstructions at the 
proposed work sites, including vendor stalls;  

(b) Support in establishing grievance redress mechanism acceptable to ADB 
under the project;  

(c) Monitor implementation of the community participation and gender action 
plan  

(d) Review the initial environmental examination report already prepared and 
assist the client in obtaining all necessary permissions and complying with 
statutory requirements as required prior to construction, such as 
permissions from Railway, National Highway, Department of Archaeology, 
Department of Forests and National Parks, and tree-cutting etc;  

(e) Monitor the implementation of the EMP during construction and pre/post 
construction phases;  

(f) In compliance with the EMP, develop a strategy to overcome the difficulties 
of construction/ traffic management in narrow streets and also prepare 
detailed plans for detour of traffic during excavation for pipe laying. Propose 
and implement mechanism for coordination among all stakeholders such 
as traffic police, roads department, user committees, etc, for smooth 
construction execution;  

(g) Ensure adequate special measures for working near buildings and 
structures of cultural significance and in heritage zones involving close 
coordination with the Department of Archaeology etc. If required;  

(h) Lead design of surveys and investigations required for the protection of 
archaeological sites and heritage areas, if any, and prepare Archaeological 
Impact Assessments, or other agreed upon document to be approved by 
the Department of Archaeology (DOA) for the sections that are classified 
as archaeologically sensitive;  

(i) As part of the EMP, prepare a project focused occupational health and 
safety plan (OHS) to be adopted by the client and the contractor; and 

(j) Provide awareness training on OHS, environmental impacts and mitigation 
measures, social and gender aspects to the client and the contractors 
including contractors' workers. 

 
(iv) Other Important Activities:  

 
(a) Identify need of training to the client’s personnel;  
(b) Conduct formal and on-job training to the client’s personnel in construction 

management and supervision activities and maintain sex disaggregated 
data on participants;  

(c) Establish project performance monitoring system (PPMS) as per the 
Design and Monitoring Framework (DMF); updating the PPMS on quarterly 
basis in accordance with ADB guidelines and loan covenant and carry out 
all necessary benchmark survey, and subsequent monitoring and 
evaluation surveys as required;  
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(d) Prepare initial base line PPMS report and update the status on quarterly 
basis. Update the design monitoring framework (DMF) and project 
outputs/outcomes etc. on regular basis in ADB format by doing the 
necessary surveys and collecting data in field;  

(e) Provide additional services to those specified above, if so required by the 
client 

(f) Prepare reports or additional contract documents for consideration of 
proposals for carrying out additional work.  

(g) Provide any other specialist services by the consultant or other 
specifications as may be agreed upon.  

 
D. Team Composition & Qualification Requirements for the Key Experts (and any other 

requirements which will be used for evaluating the Key Experts)  
 
11. Team Composition with Estimated Input: The consultant team comprises of national 
key-experts with estimation of 168 person-months and national non-key experts of 324 person-
months, excluding those required for consultant’s administrative, clerical and support staff. 
Tentative engagement of the consulting firm is envisaged to be for a period of three years. The 
experts’ positions with their estimated inputs are provided in Table 1 and Table 2 below:  
 

Table 1: Team Composition - Key Experts 
Sl. No.  Position  Person 

Months  
A. National Key Experts  
1  Team Leader cum Construction Management Expert  36  
2  Construction Manager  36  
3 Water Supply Expert  24  
4 Process Engineer WTP 12 
5  Structural Engineering Expert  12  
6  Electrical / Mechanical Engineering Expert  12  
7  Environmental Safeguard Assistant  12  
8  Social cum Resettlement Safeguard Assistant  12  
9  Gender and community development/participation assistant  12  
National Key Experts Sub-Total  168 

 
Table 2: Team Composition – Non-Key Experts 

S. No.  Position  Person 
Months  

1.  Support Engineers - Construction Supervision & others  
(9 Nos – 36 man-months each)  

324 

Total of Non-Key Experts  324  
 
12. Expected Qualification Requirements and Tasks Assigned to the Key Experts: 
The consultant is expected to propose experts adequately qualified and experienced to undertake 
efficiently the task/responsibility assigned to them. The tasks/responsibility assigned and detailed 
educational qualification and experience requirement for the respective expert are as mentioned 
below.  
13. Team Leader Cum Construction Management Expert (National): Team leader will be 
responsible for overall project management and administration, appraisal of subproject as 
required, advice on procurement and bid process management, construction supervision, quality 
control and monitoring, contract management, establishment of construction management and 
project performance monitoring and reporting system, training advice on institutional matters, 
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assist in resolving contractual issue, preparation of progress and other reports as required. Leader 
cum construction manager shall preferably (i) be graduate civil engineer and post graduate in 
environmental/public health engineering or management (full time, from accredited institutes);  
(ii) have 15 years of working experience in similar works and 10 years of experience in 
construction management of waste water projects; and (iii) experience in the similar capacity and 
sound knowledge of FIDIC contract conditions, contract management shall be an added 
advantage.  
 
14. Construction Manager (National): Construction management expert will be responsible 
for overall construction management, quality assurance/control and administration of multiple 
contracts, supervise the construction activity diligently during the implementation of the work, 
provide training on best practices in construction management, contract management and 
performance monitoring of various contractors, support in preparing project completion report and 
progress reports, assist in resolving contractual issue, ensure safety at works and compliance 
with ADB’s safeguard policies and procedure. Construction management expert shall preferably 
(i) be graduate civil engineer and post graduate in PHE/environmental engineering; (ii) have 10 
years of experience in construction management of waste water projects; and (iii) experience in 
similar capacity and sound knowledge of Contract management and experience in FIDIC contract 
conditions, experience in computer-based contract management tools shall be preferred. 
Experience in externally funded projects shall have added advantage.  
 
15. Water Supply Expert (National): Non-revenue Water cum water supply expert will be 
responsible for design and implementation of water supply works including appraisal, distribution 
network and water treatment plants, pumping stations, engineering design, assist procurement in 
activities, oversee contract management and performance monitoring, ensuring the quality and 
progress during construction activities and implementation stage, assist in preparation of project 
completion report. Experience in externally funded projects shall be preferred. Water supply 
expert shall preferably (i) be graduate civil engineer; (ii) have 10 years experience in urban water 
supply projects; and (iii) experience in similar capacity and sound knowledge of FIDIC contract 
conditions, ADB procedures/policies, contract management, construction supervision and design 
of water supply system. Experience in externally funded projects shall have added advantage.  
 
16. Process Engineer – Water Treatment Plant (National): Process engineer – water 
treatment plant will be responsible for design of municipal water treatment plant, review and 
approval of designs/ drawings/ details submitted by contractor, identification and appraisal of 
subproject for subsequent tranches, assist in contract management and performance monitoring, 
ensure the progress and quality of construction activities, assist in commissioning of water 
treatment plants, ensure correctness of as-built drawings and operational manuals, establish 
O&M procedures and capacity building and training, contribute for preparing project completion 
report. process engineer – water treatment plant shall preferably (i) be graduate civil engineer 
and post graduate in PHE/chemical engineering; (ii) have experience of 15 years in design, 
construction and O&M of municipal water treatment plants; and (iii) sound knowledge of ADB 
procedures/policies, contract management, construction supervision and design of municipal 
water treatment plants with using innovative technologies shall be preferred. Experience in 
externally funded projects shall have added advantage. 
 
17. Structural Engineering Expert (National): Structural engineering expert shall be 
responsible for review and approval of structural designs/drawings/details submitted by various 
contractors. Assist in monitoring and ensure quality assurance and control. Structural engineering 
expert shall preferably i) be graduate civil/structural engineering and post graduate in structural 
engineering; (ii) have 10 years experience in structural designs and 10 years experience in review 
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and design of structural engineering elements related to water supply system, sewage and 
drainage system urban sewerage and drainage projects; and (iii) construction supervision, design 
and implementation of municipal water supply and sewerage system and experience in use of 
latest design soft-wares shall be preferred. Experience in externally funded projects shall have 
added advantage.  
 
18. Electrical/Mechanical Engineering Expert (National): Electrical/mechanical 
engineering expert shall be responsible for review and approval of designs/drawings/details 
submitted by various contractors, ensure quality assurance and quality control. Assist in resolving 
technical and contractual issues. Mechanical engineering expert shall preferably (i) be post 
graduate electrical/mechanical engineering; (ii) have 10 years experience in electro-mechanical 
designs and 10 years experience in review and design of electro-mechanical engineering 
elements related to water supply system, sewage and drainage system under urban sewerage 
and drainage projects; and (iii) construction supervision, design and implementation of municipal 
water treatment plant and sewerage treatment plant shall be preferred. experience in externally 
funded projects shall have added advantage.  
 
19. Environmental Safeguard Personnel (National): Post-graduate in environmental 
science/engineering/planning or in any related discipline with overall experience of 10 years in 
EIA studies and implementation of EMPs, of which a minimum of 3 years shall be on infrastructure 
projects funded by multilateral organizations like ADB. The tasks are: (i) identify regulatory 
clearance requirements and assist PIU in obtaining the same; ensure all necessary clearances 
are obtained timely; (ii) guide contractor on updating EMP/preparing site environmental plan at 
the start of the project; (iii) update IEE & EMP; ensure that IEE reflects the final design being 
implemented by contractor; (iv) assist PIU in public consultation and information disclosure 
activities; (v) supervise day-to-day EMP implementation on site by contractor, including the 
environmental monitoring plan; (vi) conduct awareness and training programs to PIU and 
supervision staff (including contractors’) on EMP implementation; (vii) ensure contractor 
compliance with staff resources as per the IEE/EMP/Bid, (viii) review contractor’s compliance with 
the measures set forth in the EMP and any corrective or preventative actions set forth in a 
safeguards monitoring report that the PMU will prepare from time to time; (ix) advise/guide on any 
corrective or preventative actions to be implemented by contractor in case of non-compliance or 
new/unanticipated impacts; (x) inform PIU and PMU promptly in case if any significant impacts 
surfaces, which were not identified in the IEE and develop necessary corrective actions as 
necessary and ensure implementation by the contractors; include all such impacts and suggested 
actions in the quarterly Environmental Monitoring Reports; (xi) assist PIU in implementation of 
grievance redress system, and advise the PIU and contractor on appropriate actions to redress 
the complaints; ensure that complaints/grievances are addressed in a timely manner and 
resolutions are properly documented; (xii) review and approve monthly progress report on EMP 
implementation submitted by contractor; prepare quarterly environmental monitoring reports and 
submit to PIU for further submission to PMU/TNUIFSL; and (xiii) Assistance in any other 
environmental safeguard related tasks as required by PIU and PMU.  
 
20. Social cum Resettlement Safeguard Personnel (National): Post-graduate in social 
science (sociology/social work/economics/development studies) and have 10 years of experience 
in carrying out resettlement/social/gender safeguard policies for urban infrastructure projects. The 
tasks are (i) based on final designs, carry out census and socio-economic surveys/verification 
surveys for the affected people and update resettlement plan in line with the TNUFIP resettlement 
framework; (ii) Identify requirement for any EUPs/NOCs for subproject sites and assist PIUs in 
obtaining the same prior to start of civil works; (iii) prepare any additional safeguard 
documentation, if required, such as due diligence reports; (iv) assist PIU in day-to-day 
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implementation of resettlement plan activities and ensure contractors comply with conditions of 
resettlement framework/resettlement plan; (v) take proactive action to anticipate and avoid delays 
in implementation, and ensure gender equality and social inclusion during implementation;  
(vi) assist PIU in conducting public consultation and disclosure activities; (vii) prepare periodic 
social safeguard monitoring reports as per PAM requirements; (viii) establish a system and 
indicators, focusing on gender and vulnerable households, to monitor social safeguards including 
GRM activities; (ix) extend assistance to PIU/PMU/Contractors in carrying out awareness 
campaigns/training focused on involuntary resettlement; (x) assistance to PIU/PMU in any other 
social safeguard related tasks.  
 
21. Gender and Community Development Assistant (National): Gender and community 
development/participation assistant will be responsible for developing the workplan, timelines, 
and monitoring and data collation modalities to ensure smooth implementation and monitoring of 
the GAP and community participation plan. The candidate shall be graduate in social 
science/gender studies or relevant subject and have 5 years of domain experience within the 
relevant sector.  
 
22. Expected Qualification Requirements and Tasks assigned to the Non-Key Experts: 
The consultant is expected to deploy non-key experts having qualified and experienced as 
described hereunder to undertake efficiently their task/responsibility as below.  
 
23. Support Engineers–Construction Supervision (Non-key Expert): Support engineers–
construction supervision shall assist in construction supervision, quality assurance and quality 
control, conduct various surveys, tests, investigations and data collection, contract administration, 
project management, recording of measurement and billing, preparation of reports and ensure 
compliance with safeguard requirements. Support engineers–construction supervision shall 
preferably be graduate in civil engineering and have 5 years of relevant experience in 
implementation and construction supervision of urban infrastructure projects, water supply and 
sewerage project.  
 
24. Support and Administrative Staff: The consultant shall be required to deploy adequate 
support staff in the cadre of site supervisors for ensuring minimum level of supervision at all the 
sites and required number of administrative staff in the cadre of manager, clerk, accountant, cad 
operator etc. for smooth operation of office function.  
 
E. Reporting Requirements and Time Schedule for Deliverables  

 
25. Reporting Requirements: During the performance of the Services, the Consultant shall 
prepare required reports for submission to the client in electronic form and/ or hard copies as per 
client’s instructions and in English language. The report format shall be consistent with ADB’s 
project performance reporting system (PPMS) and to be proposed by the consultant in its 
preliminary report. The reporting formats shall be amended as required from time-to-time in 
consultation with the client. As a minimum, the consultant shall submit following reports at periods 
stated in Table 3 hereunder.  
 

Table 3: Reporting Requirements 
Reports  Number of Copies  Time Schedule  
Preliminary Report  5  Within a period of 15 days from the date 

of issuance of Notice to Proceed.  
Monthly Progress Report 5  Every month within 5 days of the 

commencement of next calendar month  
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Quarterly Progress Reports  5  Every quarter within 10 days of 
commencement of next quarter.  

Annual Progress Report  5  Every year within 15 days of 
commencement of next year.  
For the purpose of Annual Progress 
Report the year shall mean and refer 
either to Calendar year or other suitable 
period as the client may decide in 
consultation with the Consultant.  

Reports of surveys and studies 
individually for each study  

5  As and when required  

Operations manual and As-built 
drawings  

5  Within 10 days of completion of works for 
each of the packages and for the overall 
completion of the project. 
 
  

Completion Report  5  Within 10 days of completion of works for 
each of the packages and for the overall 
completion of the project.  

Any other reports  As required  As and when required by the client.  
 
26. Since the Services consist of the supervision of civil works, the following action will require 
prior approval by the client: Taking any action under a civil works contract designating the 
consultant as “engineer”, for which action, pursuant to such civil works contract, the written 
approval of the client as “employer” is required.  
 
27. Consultant’s Payment: The consultant’s payment for remuneration shall be based on 
approved rates/time sheets. The out of pocket expenses shall be on a lump sum basis as per the 
agreed rates for each category. The payment will be done on monthly basis. Timely execution of 
the project is critical and therefore the client shall impose suitable penalties on delays of works 
attributable to the consultant at such rates as that of liquidated damages provided under the 
construction contract.  
 
F. Client’s Input and Counterpart Personnel  

 
28. Services, Facilities and Property to be Made Available to the Consultant by the 
Client: Office accommodation with power and water supply facility for office at Madurai City 
Corporation. The internal requirements in the office, such as furniture, consumables, office 
equipment, software, refreshments, telephones/communication expenses, office upkeeping, 
others etc, should be arranged by the consultants at their own cost.  
 
29. Professional and Support Counterpart Personnel may be assigned by the Client to 
the Consultant’s Team: Client may provide the counterpart staff for supervision of works in field 
as available with the client; it will be discussed during contract negotiations and agreed. Quantities 
in the contract will be adjusted accordingly.  
 
G. Inputs, project data and reports to facilitate preparation of the Proposals:  

 
30. The consultant shall have access to the following inputs, project data and reports available 
with client to facilitate preparation of the Proposals: (i) data, reports, and maps etc., as available 
with the client; and (ii) DPR as available with the client. 
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GENDER ACTION PLAN 
Activities Indicators and Targetsa Responsibility Time 

Output 1. Climate-resilient sewage collection and treatment, and drainage systems developed in 
four citiesb 

1.1 Provide sewage 
connections to 
poor households 
and households 
headed by poor 
women 

(i) 1,238 km of new sewage collection pipelines 
commissioned, and 152,580 households 
connected, including 100% of poor 
households and households headed by poor 
women identified through GIAC- and ULB-led 
surveys in coverage areas (2019 baseline: 0) 

GIAC with 
ULBs 

Years 
1–3   

1.2 Train existing 
community-
based 
organizations in 
coverage area 
slums 

(ii) Eight all-female community-based 
organizations trained as water and sanitation 
committees, and at least 80% participants 
reporting improved knowledge of benefits of 
sewerage collection systems and household 
connections (2019 baseline: 0)c 

(iii) All water and sanitation committee members 
trained twice each year (eight trainings) in 
each of the five town for a total 40 trainings 
with certifications in areas of leadership and 
management, water conservation, sanitation, 
health and hygiene (2019 baseline: 0) 

1.3 Build skills of 
sewer and 
sanitary workers 

(iv) 400 sewer and sanitary workers trained 
annually on four skills pertaining to 
mechanized equipment and safety gear, and 
reporting knowledge of equipment and safety 
gear (2019 baseline: 0 women sewer workers 
and 20% women sanitary workers) 

GIAC with 
ULBs and CMA 

Years 
2–4 

Output 2. Water supply systems in at least two cities improved with smart featuresd 

2.1 Provide water 
connections to 
poor households 
and households 
headed by poor 
women 

(i) 1,260 km new water distribution pipelines 
commissioned in 66 new district metered 
areas, and metered connections provided to 
188,900 households (100% households in 
coverage area, including 100% of poor 
households and households headed by poor 
women) (2019 baseline: 0) 

GIAC with 
ULBs and 
CMSC 

Year 5  

2.2 Organize water 
and sewerage 
connection 
campaigns in 
slum areas 

(ii) Community members living in slums, notified 
or not (250 in each of 5 towns, for a total of 
1,250), participated in water and sewerage 
connections campaigns on water and 
sewerage connection procedures and tariff 
rules, including pro-poor connection and tariff 
policies 

(iii) Two all-female community-based 
organizations in Madurai trained as water and 
sanitation committees, and at least 80% of 
participants reporting improved knowledge of 
benefits of sewerage collection systems and 
household connections (2019 baseline: 0) 

2.3 Conduct training 
program on 
nonrevenue 
water for 
implementing 

(iv) Both trainings, one per year, maintain sex 
disaggregated data on implementing agency 
trainees (Target: 75% participation of women 
technical staff) 

(v) At least 80% of technical staff of implementing 
agency in two cities reporting improved 

CMSC with 
GIAC, PIUs, 
and ULBs 

Years 
1–3  
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Activities Indicators and Targetsa Responsibility Time 
agencies on 
water projects 

knowledge and/or skills in nonrevenue water 
reduction as a result of training, with the 
participation of 75% of women technical staff 
(2019 baseline: 0)c 
 

Output 3. Institutional capacity, public awareness, and urban governance strengthened in 10 cities 
3.1 Conduct 

awareness 
campaigns for 
water 
conservation 
and hygiene in 
local 
communities in 
coverage areas 

(i) Community members (300 each in Tiruppur, 
Madurai, and Ambur, for 900) participated in 
awareness campaigns on water conservation 
and hygiene, targeting 50% women 
participation (2019 baseline: 0)e 

(ii) By 2025, a minimum 50% of 300 school 
students, teachers, and administrators (100 
each in Tiruppur, Madurai, and Ambur, at 
least 50% women) and at least 50% of 
members of 12 women’s self-help groups (4 
in each city) reported improved awareness of 
water conservation and hygiene, based on  
surveys after the campaigns 

GIAC Year 2 
onward 

3.2 Train CMA 
Complaints 
Committee for 
Prevention of 
Sexual 
Harassment of 
Women at 
Workplace, 
constituted 
under the Sexual 
Harassment of 
Women at 
Workplace 
(Prevention, 
Prohibition, and 
Redressal) Act, 
2013 

(iii) One training for the complaints committee at 
CMA conducted on provisions for the 
prevention, mitigation, prohibition, and 
redress of sexual harassment, exploitation, 
and abuse (Target: 80% committee 
members)f 

CMA with ADB Year 2 
onwards 

3.3 Train ULB staff 
on gender-
related aspects 
of project design 
and 
implementation 
and urban 
governance 

(iv) By 2025, 30 ULB staff (including at least 80% 
of eligible women staff)e trained and reported 
knowledge of approaches in integrating 
gender equality in urban governance, sexual 
harassment, gender action plan 
implementation, and monitoring and reporting 
of gender equality results (2019 baseline: 0) 

GIAC with 
CMA, with ADB 
support 

Year 1 
onward 

3.4 Establish a 
project 
performance 
management 
system to collect 
sex-
disaggregated 
data from ULBs  

(v) By 2023, new database for three project 
ULBs, in Madurai, Ambur, and Tiruppur, 
established with sex-disaggregated data 
where applicable (2019 baseline: 0) 

CMSC in 
partnership 
with GIAC, 
PIUs, PMU, 
and ULBs 

Years 
2–5 

ADB = Asian Development Bank, CMA = Commissionerate of Municipal Administration, CMSC = construction 
management and supervision consultants,  
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GIAC = governance improvement and awareness consultants, km = kilometer, PIU = program implementation unit, 
PMU = program management unit, ULB = urban local body. 
a  The estimated number of female beneficiaries in tranche 2 (outputs 1 and 2) is 170,000, out of an estimated total of 
341,480 beneficiaries. 
b  Ambur, Tiruppur, Vellore, and Tiruchirappalli. 
c  Absolute figures will be monitored and reported in quarterly progress reports. 
d  Tiruppur and Madurai. 
e  Only Ambur, Tiruppur, and Madurai in project 2, as Vellore and Tiruchirappalli were covered under the project 1 gender 
action plan. 
f  The committee at CMA exists (according to CMA letter Roc No. 9961/2014/OP1- dated 14.05.2019). 
Note: Gender action plan implementation costs are in the incremental administration costs category under detailed cost 
estimates. Project 2 gender action plan implementation costs, excluding expert inputs covered under the GIAC budget, 
are estimated at $164,000. 
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APPENDIX 4: GENDER ACTION PLAN MONITORING FORMAT 
Date Prepared:  
Project Title:   
Country:   
Project No.:  
Loan No.:  
Approval and Timeline/Duration of the Project:  
Gender Category:   
Mission Leader:    
Name of Gender Specialist/ Gender Focal Point:   
Quarter Covered by Update:  

Activities, Indicators and Targets Progress to Date Issues and Challenges 
(Please include reasons 
why an activity was not fully 
implemented, or if targets 
fall short, or reasons for 
delay, etc.)  

Progress for the Quarter  
(This should include information 
on progress for the current 
quarter-- qualitative and 
quantitative updates  
(sex-disaggregated data))  

Cumulative Progress  
(This should include information on 
progress (qualitative and 
quantitative updates including sex-
disaggregated data) from the start 
of the implementation of the GAP 
to the previous quarter’s progress 
report.)  

Output 1. Climate-resilient sewage collection and treatment, and drainage systems developed in four cities (Ambur, Tiruchirappalli, Tiruppur, Vellore) 
1. Provide sewage connections to poor and poor-women headed 
households 
Targets/Indicators:  
(i) 1,328 km of new sewage collection pipelines commissioned, 

and 152,580 households connected, including 100% poor and 
poor women headed households identified through GIAC- and 
ULB-led survey in the coverage area (2019 baseline: 0) 

      

2. Train existing community-based organizations in slums in 
coverage area  
Targets/Indicators 
(ii) Eight all-female community-based organizations trained as 

water and sanitation committees and at least 80% participants 
reporting improved knowledge of benefits of sewerage 
collection systems and household connections (2019 
baseline: 0) 

(iii) All water and sanitation committee members provided an 
estimated two trainings/ year (8 trainings) in each town (5), 
total 40 with certifications in areas of leadership and 
management, water conservation, sanitation, health and 
hygiene (2019 baseline: 0) 
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3. Build skills for sewer and sanitary workers. 
Targets/Indicators:  
(iv) 400 sewers and sanitary workers provided an estimated one 

training/year (4) total 4 on skills building training in 
mechanized equipment and safety gear and reporting 
knowledge of equipment and safety gear (2019 baseline: 0 
women [sewer workers] and 20% women [sanitary workers]) 

   

Output 2. Water supply systems in two cities (Madurai and Tiruppur) improved with smart features  
4 Provide water connections to poor and poor-women households. 
Targets/Indicators 
(v)  1,260 km new water distribution pipelines commissioned within 

66 new district metered areas and metered connections 
provided to 188,900 households (100% households in 
coverage area, including 100% poor and poor women headed 
households) (2019 baseline: 0) 

      

5. Organize water and sewerage connection campaigns in slum 
areas 
Targets/Indicators 
(vi) Community members living in notified and non-notified slums 

(250/ town [5 towns], total 1,250) participated in water and 
sewerage connections campaigns on: water and sewerage 
connection procedure and tariff rules (including pro-poor 
connection and tariff policies) 

(vii) Two all-female community-based organizations (in Madurai) 
trained as water and sanitation committees and at least 80% 
participants reporting improved knowledge of benefits of 
sewerage collection systems and household connections 
(2019 baseline: 0) 

   

6. Conduct training program on NRW for implementing agencies 
with water projects 
Targets/Indicators 
(viii) All trainings (1/year, total 2) maintain sex disaggregated data 

on implementing agencies trainees (Target: 75% women 
technical staff participation) 

(ix) At least 80% technical staff of implementing agency in two 
cities reporting improved knowledge and/or skills in NRW 
reduction as a result of training with 75% participation of 
women technical staff (2019 baseline: 0) 

   

Output 3. Institutional capacity, public awareness, and urban governance in ten cities strengthened  
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a  The committee at CMA exists (CMA letter Roc No. 9961/2014/OP1- dated 14.05.2019). 
  
Comments/ Remarks:   
  
Accomplished by: _________________________________  
  
Date Accomplished:  _________________________________ 

7. Conduct awareness campaigns for water conservation and 
hygiene targeting local communities in coverage area 
Targets/Indicators  
(x) Community members (300/city [3 cities], total 900) participated 

in awareness campaigns on water conservation and hygiene, 
targeting 50% women participation (2019 baseline: 0) 

(xi) By 2025, minimum 50% of 300 school students, teachers and 
administrators (100/city [ Tiruppur, Madurai and Ambur], at 
least 50% women); and at least 50% of 12 women SHGs 
(4/city [3 cities]) reported improved awareness on water 
conservation and hygiene, based on post awareness 
campaign sample survey. 

      

8. Train CMA Complaints Committee for Prevention of Sexual 
Harassment of Women at Workplace constituted under the Sexual 
Harassment of Women at Workplace (prevention, prohibition, and 
redressal) Act 2013 
Targets/Indicators 
(xii) One training for complaints committee at CMA conducted on 

provisions for prevention, prohibition, and redressal of sexual 
harassment, exploitation and abuse (Target: 80% committee 
members)a 

   

9. Conduct training on gender-related aspects of project design, 
implementation, and urban governance of ULB staff  
Targets/Indicators 
(xiii)  By 2025, 30 ULB staff (including at least 80% of eligible 

women staff) trained and reported knowledge on approaches 
in integrating gender equality in urban governance, sexual 
harassment, gender action plan implementation, monitoring 
and reporting on gender equality results (2019 baseline: 0) 

      

10. Establish a PPMS to collect sex-disaggregated data from ULBs 
Targets/Indicators  
(xiv) By 2023, new database for 3 project ULBs (Madurai, Ambur 

and Tiruppur) established with sex-disaggregated data where 
applicable, (2019 baseline: 0) 
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COMMUNITY AWARENESS AND PARTICIPATION PLAN FOR TRANCHE 2 

Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
CAPP planning 
and activity 
calendar and 
monitoring 
format  

Governance 
improvement 
and awareness 
consultant  

Work plan and activity calendar including 
monitoring format for CAPP activities prepared 
by the governance improvement and awareness 
consultant  

Year 1 after 
finalization of the  
detailed project 
report   

CAPP implementation and 
monitoring calendar developed, 
reviewed, and approved by the 
executing agency  
 

Pre-construction Phase 
 
 
 
 
 
 
 
 
 
 
Project 
information 
and orientation 
on ADB 
policies  

PMU and PIU,  Half-day project orientation workshops with 
equitable representation of female staff and 
members 
 
MOV: agenda, brief report of the workshop, 
participants feedback, and sex-disaggregated 
data maintained and reported after each 
workshop 
 
 

Year 1 after 
finalization of the 
detailed project 
report and before 
the start of 
construction  
 
1 half-day 
workshop every 6 
months for each 
stakeholder 

Participants will better understand 
project components; the link 
between improved water supply 
and sanitation infrastructure and 
development outcomes for good 
health, women’s empowerment, 
and environmental conservation; 
ADB policies and relevant social 
and environmental safeguard 
plans and requirements; labor 
laws and compliance; data 
requirements; grievance redressal 
mechanisms; implementation, 
monitoring and reporting 
requirements; GAP and CAPP, 
and their role in project 
implementation and monitoring 

project steering 
committee 
members, 
counsellors,  
project 
consultants, 
contractors, 
and ULB 
committee 
members  

Community 
members and 

Information sharing and consultation through 
group events in slum and other areas, meetings, 
door-to-door activities on project benefits, 
implementation schedule, water conservation 
benefits and methods, health and sanitation 
linkages, judicious use of infrastructure such as 
underground drainage; and women’s safety and 
security, menstrual hygiene, waste segregation, 
employment opportunities on the project, and 
grievance-redress mechanisms; tariff schedules, 
discussion on community concerns, in 
coordination with councilors 
 

Years 1 and 2, 
just before start 
of civil works 

Community members, community 
groups, and students will become 
aware of the project scope, water 
sanitation and health linkages, 
improved knowledge of menstrual 
hygiene including disposal, water 
conservation, and project 
grievance mechanisms.  
 
Community members in slum 
areas will be sensitized to the 
risks associated with open 
defecation such as environmental 
pollution, health problems, high 

other groups: 
self-help 
groups, 
students, and 
community-
based 
organizations 
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Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
Two behavior-change communication events in 
project ULBs organized (target: 40% female 
participation) 
 
Events for students such as essay and painting 
competitions organized, and behavior change 
slogans designed, in consultation with the 
education department in each ULB   
 
MOV: Brief report of the consultation, meeting, or 
school event with resource material, program 
schedule, photographs, sex-disaggregated 
participation data, and post-consultation survey 
data maintained and reported after each activity 

child mortality, and poor nutrition, 
and they will be provided 
information to enable them to 
access government toilet 
programs.    

Affected people  Consultations and meetings on project 
resettlement plans and framework. The objective 
will be to make affected people aware of their 
entitlements under the project and of 
mechanisms for compensation and grievance 
redress, and to mitigate potential conflict, 
understand views of affected people on 
resettlement and compensation, and agree on 
resettlement processes, location, timing, and 
compensation.  
 
Minimum of three meetings in all program cities 
with identified affected people 
 
MOV: Consultation reports that reflect affected 
person issues, safeguard implementation status, 
and follow-up actions prepared and submitted; 
social and sex-disaggregated data maintained on 
consultations with affected people 
 

Years 1–3  Affected people understand 
project and safeguard 
requirements, their entitlements 
under the project, and grievance-
redress mechanism. 
Issues, if any, are mitigated by 
appropriate actions.   

Develop and 
disseminate 
strategic visual 

Community 
members  

Mass information sharing through the 
development and dissemination of visual and 
audio material, radio programs, television 
advertisements, and flex boards, as feasible. The 

Years 1–4  Key stakeholders are informed 
about the program and their 
contribution. The audio and visual 
materials will enhance 
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Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
and audio 
material 

material should include gender responsive and 
socially inclusive messaging.   
 
MOV: Pictures and visual and audio programs  

understanding of water sanitation 
and health linkages, the 
importance of water conservation 
and waste segregation, and other 
social messages on gender 
discrimination, women’s 
empowerment, safety, and 
security 

Construction Phase 
Project 
orientation 
workshop for 
contractors 
 

Contractors and 
workers  

Awareness meetings related to health and 
hygiene, HIV/AIDS, other communicable 
diseases, and labor rights with a special focus on 
women in the workforce and their requirements; 
adherence to core labor standards including 
equal pay for work of equal value; workshops to 
include information of good practices for safety 
during construction and minimizing community 
inconvenience during construction; contractors 
apprised of the need to encourage female 
workforce participation in construction and to 
present labor data in muster rolls in a sex-
disaggregated matter; and partnership with the 
state AIDS-control society for awareness of 
sexually transmitted diseases including 
HIV/AIDS. 
     
MOV: Reports on consultations and rapid 
assessments of sample work sites after 
consultations  

Years 1–4, upon 
contractor 
mobilization 
 
100% of 
contractors at 
100% of 
worksites  

Contractors sensitized, as key 
stakeholders, to community 
issues and contract requirements 
related to social and gender 
issues. Workers made aware of 
their rights and of other issues: 
health, hygiene, social security, 
and special provisions for women 
workers.   

Water and 
sewerage 
connection 
camp 

Potential 
consumers in 
partnership with 
local 
counsellors  

Create awareness regarding procedures for 
water supply and sewerage connection, tariff 
rules, user charges, and application procedure; 
record the priorities and address the concerns of 
the potential users regarding household 
connection procedures and tariffs   
 
Three camps in each ULB, with equitable female 
participation 

Years 3–4  Increased awareness and 
demand for new water supply and 
sewerage connections among 
potential users 
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Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
  
MOV: Report on community participation, camp 
proceedings, including the priorities and 
concerns of the potential users and the number 
of new applications received; data on 
participation maintained in a sex-disaggregated 
manner 

Refresher 
training and 
orientation on 
ADB policies 
and project 
progress   

PMU and PIU,  
project steering 
committee 
members,  
councilors,  
project 
consultants, 
contractors, and  
ULB committee 
members 

Refresher training on ADB policies, including 
safeguards, procurement, and gender, and on 
the implementation progress; one session 
dedicated to approaches in integrating gender 
equality and social inclusion in urban 
governance, GAP implementation 
responsibilities, data collection, and progress 
reporting requirements 
 
MOV: Agenda, brief report of the workshop, 
participants’ feedback and sex-disaggregated 
data maintained and reported after each 
workshop 

Year 3–4 Participant project functionaries 
will better understand project 
implementation, progress, 
bottlenecks, safeguards, 
mitigation strategies. They will be 
aware of approaches to integrate 
gender equality and social 
inclusion in urban governance, 
GAP implementation 
responsibilities, data collection, 
and reporting on progress on 
these matters.  

PMU and PIU 
monitoring 
meetings  

PMU and PIU  
 

Quarterly half-day meetings organized before 
finalizing quarterly progress reports to discuss 
progress and issues, with the GAP progress 
report discussed in these meetings 
 
MOV: Minutes of monitoring meetings; quarterly 
progress and social safeguard monitoring reports 
covering GAP and CAPP implementation 
progress and issues discussed in the meetings  

Entire 
implementation 
period  

Executing and implementing 
agency staff develop better 
insights into project requirements, 
contribute more efficiently to 
project progress, and take 
appropriate measures to mitigate 
implementation delays.    

Field 
monitoring 
every quarter 
to oversee 
GAP and CAPP 
implementation 
progress   

Affected people 
in communities, 
and at labor 
camp and work 
sites working 
along with 
implementation 
consultants, 
permitting key 

Quarterly field monitoring to assess progress; 
interaction with community members, specially 
women, on any concerns; GAP and social 
safeguard implementation; community 
participation  
 
MOV: Reports of field level monitoring included 
in quarterly progress and social safeguard 
monitoring reports 

Entire 
implementation 
period 

A better understanding of CAPP, 
GAP, and social safeguard 
implementation will inform 
midcourse corrections and 
mitigation.  
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Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
informant 
interviews and 
focus group 
discussions 

ADB = Asian Development Bank, CAPP = community awareness and participation plan, GAP = gender action plan, HIV/AIDS = human immunodeficiency virus and 
acquired immunodeficiency syndrome, MOV = means of verification, PIU = program implementation unit, PMU = program management unit, ULB = urban local body. 
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APPENDIX 5: EXECUTING AGENCY’S PROGRESS REPORT CONTENTS 
 

A. Introduction and Basic Data  
 
(i) loan number, project title, borrower, executing agency(ies), implementing 

agency(ies);  
(ii) total estimated project cost and financing plan;  
(iii) status of project financing including availability of counterpart funds and 

cofinancing;  
(iv) dates of approval, signing, and effectiveness of ADB loan;  
(v) original and revised (if applicable) ADB loan closing date and elapsed loan period 

based on original and revised (if applicable) loan closing dates; and  
(vi) date of last ADB review mission.  

 
B. Utilization of Funds   

 
(i) cumulative contract awards financed by the ADB loan, cofinancing, and 

counterpart funds (commitment of funds to date), and comparison with time-bound 
projections (targets);  

(ii) cumulative disbursements from the ADB loan, cofinancing, and counterpart funds 
(expenditure to date), and comparison with time-bound projections (targets); and  

(iii) re-estimated costs to completion, need for reallocation within ADB loan categories, 
and whether an overall project cost overrun is likely.  
 

C. Project Purpose and Implementation Progress  
 
(i) status of project scope and implementation arrangements compared with those in 

the report and recommendation of the President (RRP), and whether major 
changes have occurred or will need to be made;  

(ii) an assessment of the likelihood that the project outcome and outputs will be 
achieved in part or in full, and whether remedial measures are required based on 
the current project scope and implementation arrangements;  

(iii) an assessment of changes to the key risks that affect achievement of the outcome 
and outputs, and quantifiable implementation targets;   

(iv) other project developments, including monitoring and reporting on gender, 
safeguards (environment, resettlement and Indigenous Peoples), and social 
safeguards requirements that might adversely affect the project's viability or 
accomplishment of project outcome;  

(v) assessment of project implementation arrangements such as establishing, 
staffing, and funding of the project management office or project implementation 
units;  

(vi) information relating to the executing agency’s internal operations that impacts on 
implementation arrangements or project progress;  

(vii) assessment of the progress of each implementation activity, such as,   
(a) recruitment of consultants and their performance;  
(b) procurement of goods and works (from preparation of detailed designs and 

bidding documents to contract awards);   
(c) the performance of suppliers, manufacturers, and contractors for goods 

and works contracts; and  
(d) comparison with the original implementation schedule—quantifiable and 

monitorable target, (include charts such as bar or milestone to illustrate 
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progress and actual versus planned expenditure, S-curve graph showing 
the relationship between physical and financial performance, and actual 
progress in comparison with the original schedules and budgets). The 
reference framework or guidelines in calculating the project progress 
including examples are shown in Appendix 2. 

 
D. Compliance with Covenants  

 
(i) the borrower's compliance with policy loan covenants such as sector reform 

initiatives, executing agency reforms, and the reasons for any noncompliance or 
delay in compliance; 

(ii) the borrower’s and executing agency’s compliance with financial loan covenants 
including the executing agency’s financial management, and the provision of 
audited project accounts or audited agency financial statements; and  

(iii) the borrower’s and executing agency’s compliance with project-specific loan 
covenants associated with implementation, safeguards (environment, 
resettlement, and Indigenous Peoples), social and gender dimensions, financial 
sustainability (preparation and monitoring of project ULB revenue improvement 
and cost reduction plans) and other requirements specified in the loan agreement. 
 

E. Major Project Issues and Problems  
 
Summarize the major problems and issues affecting or likely to affect implementation progress, 
compliance with covenants, and achievement of project outputs and outcome, including the 
findings of any project procurement-related review that may have been undertaken. Recommend 
actions to overcome these problems and issues (e.g., changes in scope, changes in 
implementation arrangements, and reallocation of loan proceeds). 
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UPDATED CONTRIBUTION TO THE ADB RESULTS FRAMEWORK 
 

Level 2 Results Framework Indicators 
(Outputs and Outcomes) Targets Methods/Comments 

 
To be determined 

  

   
Note:  Results framework indicators and targets will be determined later based on the Corporate Results 
Framework indicators approved by the Board on 13 September 2019. 
Source: Asian Development Bank 
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ECONOMIC ANALYSIS FOR PROJECT 2 
 

A. Introduction 
 
1. Tamil Nadu recorded impressive annual economic growth averaging 6.1% from 2013 to 
2018.1 Services, concentrated mostly in urban areas, contributed the largest share of income. 
The state is the most urbanized in India, at 48.4%, and ranked third in the size of its urban 
population.2 In its Vision Tamil Nadu 2023, the state underlined the need to improve urban 
infrastructure to better manage accelerated urbanization and made it a policy priority.3  
 
2. The Asian Development Bank (ADB) approved a multitranche financing facility for the 
Tamil Nadu Urban Flagship Investment Program in September 2018.4 The program aims to make 
water supply and sanitation services more accessible to the urban population of Tamil Nadu. The 
facility supports (i) climate-resilient sewage collection and treatment; (ii) urban water supply 
expansion; and (iii) strengthening institutional capacity, public awareness, and urban governance. 
Project 2 plans to improve access to water supply and sanitation services in five cities of Tamil 
Nadu: (i) Ambur (sewerage), (ii) Madurai (water supply), (iii) Tiruchirappalli (sewerage), (iv) 
Tiruppur (water supply and sewerage), and (v) Vellore (sewerage). 
 
B. Rationale 

 
3. Rationale for the government intervention. The government’s intervention through 
Project 2 is sound, focused on basic urban infrastructure, where there is a natural monopoly and 
the services provided are public goods managed by the government. Private investors are put off 
by large upfront investment costs and inadequate tariffs for cost recovery, which further justifies 
government involvement in project 2 to provide basic urban infrastructure. 
 
4. Government capacity and associated policy. The Government of Tamil Nadu has 
successfully implemented ADB-funded projects in various sectors, including tourism, irrigation, 
and rural development.5 It has also implemented various projects funded by the World Bank, KfW, 
and the Japan International Cooperation Agency.6 The project management unit established for 
project 1 will implement project 2, which underlines the government’s management capacity. The 
major urban infrastructure development policies of the Government of India include (i) the National 
Action Plan on Climate Change,7 (ii) the Atal Mission for Rejuvenation and Urban 
Transformation,8 (iii) the Smart Cities Mission,9 and (iv) India’s water policy.10  

 
1  Government of India. 2019. Hand Book of Statistics on the Indian Economy – 2017–18. New Delhi. 
2  Government of India. 2011. Census of India 2011. New Delhi. 
3 Government of Tamil Nadu. 2014. Vision Tamil Nadu 2023—Strategic Plan for Infrastructure Development. Chennai. 
4 ADB. 2018. India: Tamil Nadu Urban Flagship Investment Program. Manila. 
5 ADB. 2005. India: Tsunami Emergency Assistance (Sector) Project. Manila; ADB. 2011. India: Infrastructure 

Development Investment Program for Tourism—Tranche 2. Manila; and ADB. 2016. India: Climate Adaptation in 
Vennar Sub-basin in Cauvery Delta Project. Manila.  

6 Including the Tamil Nadu Sustainable Urban Development Project and the Tamil Nadu Road Sector Project with the 
World Bank, Sustainable Municipal Infrastructure Financing in Tamil Nadu with KfW, and the Tamil Nadu Urban 
Infrastructure Project with the Japan International Cooperation Agency. 

7 Government of India, Ministry of Environment & Forests. 2009. National Action Plan on Climate Change. New Delhi. 
The plan coordinates eight national programs on climate change. 

8 The mission, launched in 2015, is a centrally sponsored program on urban infrastructure, including water supply and 
sewerage.  

9 The mission, launched in 2016, is a centrally sponsored program on core urban infrastructure.  
10  Government of India, Ministry of Water Resources. 2012. Water Policy 2012. New Delhi. 
 

https://www.adb.org/projects/documents/ind-49107-003-rrp
http://www.moef.nic.in/sites/default/files/Pg01-52_2.pdf
http://www.moef.nic.in/sites/default/files/Pg01-52_2.pdf
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C. Demand Analysis 
 
5. Current water supply and sanitation services are inadequate, posing a major health risk 
and development challenge for the project cities. Water supply in the project cities is insufficient, 
averaging only 75.9 liters per capita per day (lpcd) in Madurai and 63.4 lpcd in Tiruppur, which is 
much less than the recommended minimum of 135 lpcd.11 There are no sewerage systems in the 
areas covered by project 2.   

 
D. Alternative Analysis 
 
6. Alternative designs were assessed for cost-effectiveness in a detailed project report. The 
least-cost analysis mainly considered the following: (i) alignment for the primary pipeline from the 
source; (ii) a water supply distribution network using district metering; (iii) optimization with the 
existing sewerage network using gravity flow; and (iv) ductile iron and high-density polyethylene  
selected as the pipe material). A comparison study found project 2 to be the most economical 
option to meet demand in terms of scale, technology, and timing. 
 
E. Cost–benefit Analysis 
 
7. An economic analysis covering all project 2 subprojects was conducted in accordance 
with ADB Guidelines.12  
 
8. Economic costs. The followings assumptions were made in analyzing project 2: 

(i) all costs were in 2019 constant prices and converted at $1 = ₹70.0; 
(ii) projections cover 2020–2045, including 6 years of construction, and the assets 

created were assumed to have a 20-year useful life upon completion; 
(iii) all costs were valued using the domestic price numeraire, and tradable inputs and 

unskilled labor costs were further adjusted by a shadow exchange rate factor of 1.04 
(Table 1) and a shadow wage rate factor of 0.89;13 and 

(iv) the economic opportunity cost of capital was assumed to be 9% in real terms.  
 

Table 1: Shadow Exchange Rate Factor 
Details 2018 2017 2016 2015 2014 2013 Average 
Exports ($ billion) 303.4 280.9 263.8 291.8 293.1 251.4 280.7 
Imports ($ billion) 465.6 388.9 382.5 421.1 417.8 410.6 414.4 
Customs duties ($ billion)   35.0   34.1   21.6   19.6   19.7   18.6   24.8 
Standard conversion factor    0.96   0.95   0.97   0.97   0.97   0.97   0.97 
Shadow exchange rate factor    1.05   1.05   1.03   1.03   1.03   1.03   1.04 

Sources: Reserve Bank of India. 2018. Hand Book of Statistics on Indian Economy, 2016-17. New Delhi; and 
Government of India, Ministry of Finance. 2018. Receipt Budget 2018-19. New Delhi.  
 
9. With financial charges, price contingencies, and taxes and duties excluded, investment 
costs and physical contingencies were considered to estimate economic costs. Foreign costs 
were separated and converted to economic costs using the shadow exchange rate factor of 1.04. 
For local costs, the unskilled labor component of 30% was further segregated and converted to 
economic costs using a shadow wage rate factor of 0.89. Adding all economic costs by separately 
estimated component (foreign currency cost, unskilled labor cost, and remaining local costs) 

 
11  Government of India, Ministry of Urban Development. 2014. Water Supply and Sanitation Adaptation and Mitigation 

Measures Guidelines. New Delhi. It suggests 135 lpcd as a benchmark for water supply in municipalities and cities.  
12  ADB. 2017. Guidelines for the Economic Analysis of the Projects. Manila; ADB. 1998. Economic Analysis of Water 

Supply Projects. Manila. 
13  The shadow wage factor of 0.89 was estimated by dividing $4.29 per day, which is the cost of unskilled labor 

according to contractor experience, into $4.81 per day, the minimum wage in Tamil Nadu. 
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derived economic costs for each subproject, translating into 79.0% of the financial project costs 
(Table 2). 
 

Table 2: Details of Project Costs for Project 2 ($ million) 
Particulars Capital Costs Operation and Maintenance Costs  

Project Costs Economic Costsa Project Costs Economic Costsa 
Ambur (sewerage)   19.8   15.7     5.9     4.7 
Madurai (water supply) 200.5 158.4 137.1 108.3 
Tiruchirappalli (sewerage)   51.1   40.4   10.8     8.5 
Tiruppur (sewerage)   98.7   78.0   35.2   27.8 
Tiruppur (water supply) 174.6 138.0 131.8 104.1 
Vellore (sewerage)   48.3   38.1     9.7     7.6 
Total 593.0 468.6 330.5 261.0 

a Excludes taxes and duties, price contingencies, and financial charges, but includes physical contingencies. 
Source: Asian Development Bank estimates. 
 
10. Benefits of water supply subprojects. Piped water is currently supplied at 75.9 lpcd in 
Madurai and 63.4 lpcd in Tiruppur. Most households depend on additional sources that are costly 
or unhealthy, including bottled water, tanker water, and open wells. Project 2 plans to increase 
water supply per capita to 135 lpcd in project cities, benefiting 2.97 million people, or 0.76 million 
households, in 2026. The difference between existing piped water supply (75.9 lpcd in Madurai 
and 63.4 lpcd in Tiruppur) and current total water consumption of 106.5 lpcd in Madurai and 94.7 
lpcd in Tiruppur was considered to be non-incremental benefit.14 Water supply beyond existing 
total consumption up to 135 lpcd was treated as incremental benefit.  
 

Table 3: Economic Benefits of the Water Supply Subprojects ($ million) 
Category Unit Rate Total benefits (ENPV) 

Madurai  Tiruppur 
A.   Non-incremental benefits    

    a.   Savings in replaced water from other sources $33.1/HH/yeara  79.7  63.3  
    b.   Savings water collection time $27.4/HH/yearb  66.0 52.5  
    c.   Savings in earnings lost on sick days $28.3/HH/yearc  68.1 54.1  

B.   Incremental benefits    
 a.   Average unit cost for incremental benefit $0.1/kld   9.3 10.5 

ENPV = economic net present value, HH = household, kl = kiloliter.  
a Replaced annual household water consumption breakdown: 11.01 kl via open well at ₹7.75/kl, 21.25 kl via borewell 

at ₹11.62/kl, 0.96 kl via water bottled water at ₹1,750.00/kl, and 4.30 kl via tanker water at ₹69.81/kl. Estimated 
average procured water cost: ₹2,315.7/HH/year ($33.1/HH/year). 

b Households spend an average of 0.36 hours per day collecting water, and 80% of this, or 0.28 hours per day, is 
estimated to be saved. This time saving is annually estimated at ₹1,919.9/HH ($27.4/HH/year), based on ₹18.4 of 
time value for unskilled labor during nonworking hours.  

c Average household daily income of ₹871.66 x average 9.1 working days lost per year = estimated average household 
annual earnings lost on sick days from waterborne diseases, or ₹7,919.83; 25% of this loss (₹1,980.0 or $28.3) is 
assigned to water supply.   

d Results of a willingness-to-pay survey carried out in 2019 in project cities were used to set ₹6.7/kl ($0.1/kl) as the 
incremental water unit rate.  

Sources: World Bank. 2015. Water, Sanitation and Hygiene Interventions to Combat Childhood Diarrhea in Developing 
Countries. Washington DC; ADB. 2019. Baseline Socio-Economic Survey. Manila. (TA 9022-IND); Government of 
India, Ministry of Urban Development. 2014. Adaptation & Mitigation Measures in Water Supply & Sanitation Sub-
Sector. New Delhi; discussions with officials and beneficiaries of project cities; and detailed project reports in 2019 for 
project 2. 
 
11. Benefits of sewerage subprojects. A system of sewage collection by zone is proposed 
based on elevation and physical features to ensure sewage conveyance predominantly by gravity. 
Also, household connections to the beneficiaries are ensured under project 2. Project 2 sewerage 
subprojects are estimated to benefit 1.12 million people, or 0.29 million households, in 2026. The 
benefits for sewerage are detailed in Table 4.  

 
14 ADB. 2019. Baseline Socio-Economic Survey. Consultant’s report. Manila. (TA 9022-IND).  
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Table 4: Economic Benefits of Sewerage Subprojects ($ million) 

Savings Unit Rate Total benefits (ENPV) 
Ambur  Tiruchirappalli  Tiruppur  Vellore  

1.   Savings in earnings lost on sick days $52.7/HH/yeara 10.7  21.8  40.1  19.3 
2.   Savings in maintenance costs for septic tanks $18.5HH/yearb   3.8    7.7  14.1    6.8 
3.   Savings in health-care expenditure $72.8/HH/yearc 14.8  30.1 55.4  26.6 

ENPV = economic net present value HH = household. 
a Average household daily income of ₹871.66 x average 9.1 working days lost per year = estimated average household 

annual earnings lost on sick days from waterborne diseases of ₹7,919.83; 43% of this loss (₹3,689.5 or $52.7) is 
assigned to sewerage as savings. 

b Estimated based on the average annual household savings of maintenance costs for septic tanks (₹1,260.70–
₹1,338.01 per household) and low-cost sanitation (₹300 per household) in project cities. Average annual 
maintenance cost for a septic tank is calculated at ₹1,346.09 with 96% usage, and average annual maintenance cost 
for low-cost sanitation is calculated at ₹300 with 1% usage, so the average cost is estimated at ₹1,295.4/HH 
($18.5/HH).  

c Average annual household medical expenditure for waterborne diseases is ₹15,592.1 (or ₹12,564–₹16,608) per 
household in project cities with sewerage components, and 43% of this, or ₹6,704.6, is estimated as savings assigned 
to sewerage. Only 76% of sewerage-related medical expenditure is considered as savings (₹5,095.5 or $72.8); the 
balance of 24%, assumed as doctor’s consultation fees, is considered a cash transfer within the economy. 

Sources: World Bank. 2015. Water, Sanitation and Hygiene Interventions to Combat Childhood Diarrhea in Developing 
Countries. Washington DC; ADB. 2019. Baseline Socio-Economic Survey. Manila. (TA 9022-IND); Government of 
India, Ministry of Statistics and Programme Implementation. 2012. Key Indicators of Household Consumer Expenditure 
in India. 2011/12. New Delhi (this survey revealed that 24% of household medical expenditure in India went for doctors’ 
fees); and detailed project reports in 2019 for project 2. 
 
12. Cost–benefit analysis. Cost–benefit analysis showed project 2 subprojects to be 
economically viable, their combined economic internal rate of return of 15.4% higher than the 
economic opportunity cost of capital, estimated at 9.0% (Table 5). Economic viability increases if 
unquantifiable benefits such as environmental improvements are included in the analysis. 
 

Table 5: Costs and Benefits Streams ($ million) 

 
( ) = negative, ENPV = economic net present value, EIRR = economic internal rate of return.  
Source: Asian Development Bank estimates. 
 
 

http://www.indiaenvironmentportal.org.in/files/file/key%20indicators%20of%20household%20consumer%20expenditure%202011-12.pdf
http://www.indiaenvironmentportal.org.in/files/file/key%20indicators%20of%20household%20consumer%20expenditure%202011-12.pdf
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F. Sensitivity Analysis  
 
13. Sensitivity analysis of all six subprojects assessed the effect of adverse changes in key 
variables, such as (i) a capital cost overrun of 20%, (ii) an overrun in operation and maintenance 
costs of 20%, (iii) a 20% shortfall in estimated benefits, (iv) a 1-year delay in implementation, and 
(v) all these downside risks combined. Analysis revealed that results are satisfactory except under 
the scenario of all downside risks combined for the water supply subproject in Tiruppur (Table 6).  
 

Table 6: EIRR and Sensitivity Analysis ($ million) 

Particulars  

 Combined  Ambur sewerage  Madurai water supply  
 EIRR 
(%) 

ENPV   SV  
(%)  

 EIRR 
(%) 

ENPV   SV  
(%)  

 EIRR 
(%)  

ENPV   SV  
(%) 

Base case 15.4  264.4   20.0  17.2   15.3  86.3   
Construction cost (+20%) 13.3  199.2    81 17.6  15.0     158 13.2  64.2    78 
O&M cost (+20%) 15.1  251.5  411 19.9  17.0  1,494 15.0  80.9  323 
Benefit (–20%) 12.5  133.4    40 16.9  11.4       59 12.3  41.6    39 
1-year delay of operation 15.2  229.3   19.9  15.2   15.2  81.8   
Combined 10.1    40.7   14.5    8.5   9.8  10.9   

Particulars  

Tiruchirapalli 
sewerage 

Tiruppur 
sewerage 

Tiruppur  
water supply 

Vellore  
sewerage 

EIRR 
(%) ENPV SV 

(%) 
EIRR 
(%) ENPV SV 

(%) 
EIRR 
(%) ENPV SV 

(%) 
EIRR 
(%) ENPV SV 

(%) 
Base case 16.7  29.4   15.9  48.4   13.9  58.8   16.0  24.2   
Construction cost (+20%) 14.6  23.8  105 13.8  37.6  89 11.9  39.6  61 13.9  18.9  91 
O&M cost (+20%) 16.6  29.0  1,405 15.7  47.1  706 13.5  53.7  229 15.9  23.8  1,285 
Benefit (–20%) 14.0  17.5  49 13.1  26.5  44 11.1  22.7  33 13.3  13.7  46 
1-year delay of operation 16.6  25.6   15.7  42.1   13.7  50.2   15.9  21.1   
Combined 11.7    9.4   10.8  11.3      8.6    (4.3)  11.0    6.4   
(  ) = negative, EIRR = economic internal rate of return, ENPV = economic net present value, SV = switching value,  
O&M = operation and maintenance. 
Source: Asian Development Bank estimates. 

 
G. Distribution Analysis 
 
14. The proportion of project net benefits accruing to the poor was calculated. To distribute 
net economic benefits, stakeholders were grouped into households, unskilled labor, cities, and 
government. The analysis used a city-wise poverty level to estimate the share of households’ and 
cities’ net benefits to the poor and a country-level poverty to estimate the government’s share of 
net benefit to the poor, assigning 100% of unskilled labor benefits to the poor. It found the 
combined poverty impact ratio to be 23.8%. Considering that 22.2% of Tamil Nadu urban 
residents live below poverty line, project 2 will contribute considerably to helping the poor.15  
 
H. Sustainability Analysis 
 
15. Financial sustainability of project 2 subprojects is an identified risk, as the required tariff 
and tax revisions may be delayed. Financial analysis indicated that operation and maintenance 
costs will be fully recovered in all project 2 subprojects from tariff revenues. However, financial 
projections for project cities show that continuous support will be required from the Government 
of Tamil Nadu in the form of grants and devolution to cover expenditures, except in Madurai. 
Higher budget allocation from the government for urban development and proposed capacity 
building for revenue enhancement under the multitranche financing facility are expected to 
mitigate this risk.           

 
15 Government of India, Planning Commission. 2012. Press Note on Poverty Estimate 2011/12. New Delhi. 



Appendix 7 

FINANCIAL ANALYSIS FOR PROJECT 2 
 

I. INTRODUCTION AND METHODOLOGY 
 
A. Introduction 

 
1. A financial analysis was conducted for the proposed project 2 of the Tamil Nadu Urban 
Flagship Investment Program in accordance with Asian Development Bank (ADB) guidelines.1 
 
2. ADB approved the multitranche financing facility for the program in September 2018.2 It 
supports (i) climate-resilient sewage collection and treatment, (ii) expanded urban water supply, 
and (iii) the strengthening of institutional capacity, public awareness, and urban governance. 
Project 2 plans to improve water supply and sanitation services in five urban local bodies (ULBs) 
of Tamil Nadu: (i) Ambur (sewerage), (ii) Madurai (water supply), (iii) Tiruchirappalli (sewerage), 
(iv) Tiruppur (water supply and sewerage), and (v) Vellore (sewerage).  
 
B. Methodology 

 
3. A financial analysis generally assesses the ability of a project to meet its costs out of its 
revenues, including both capital and operation and maintenance (O&M) expenditure. The 
approach taken by the Government of Tamil Nadu to water supply and sewerage is not based on 
full cost recovery, and project ULBs will operate and maintain the assets developed under project 
2. With this background, the financial analysis focused on the cash flows of subprojects to assess 
whether incremental O&M costs could be covered by income. It also reviewed the historical 
financial performance of project ULBs and prepared a financial forecast to determine whether 
they could maintain the assets following project completion. The analysis covered as well the 
state government’s financial capacity, as it will remain responsible for repaying the ADB loan and 
support project ULBs during operations. 
 

II. FINANCIAL ANALYSIS OF PROJECT 2 
 

A. User Charges 
 

4. Madurai and Tiruppur, where water supply subprojects will be implemented, currently 
charge a monthly flat tariff for water supply ranging from ₹50 to ₹160 per household,3 though both 
ULBs approved volumetric tariffs with a minimum monthly tariff. Both ULBs agreed to adopt a 
volumetric water tariff at project 2 completion, as agreed in the multitranche financing facility.4  
 
5. The current monthly tariff for sewerage in project ULBs ranges from ₹60 to ₹120 per 
household. Among the project ULBs for sewerage subprojects, Tiruchirappalli and Tiruppur 
charge a flat tariff for all households. Vellore adopted a graded tariff based on property size and 
started collecting charges from 2018.5 Ambur approved the graded tariff similar to Vellore’s, 
though charges have not been collected as there is no sewerage system yet.6  

 
1 ADB. 2005. Guidelines for the Financial Management and Analysis of Project. Manila. 
2  ADB. 2018. India: Tamil Nadu Urban Flagship Investment Program. Manila.  
3 Based on water supply tariff notification from respective project ULBs. 
4 ADB. 2018. India: Tamil Nadu Urban Flagship Investment Program. Financing Framework Agreement. Manila. 
5 The monthly sewerage tariff for homes smaller than 500 square feet (ft2) is ₹160, increasing to ₹400 for more than 

2,400 ft2. (Source: Vellore Municipal Corporation. 2017. Council resolution Number 188. Vellore.) 
6 The monthly sewerage tariff for homes smaller than 500 ft2 is ₹120, increasing to ₹500 for homes larger than 2,400 

ft2. (Source: Ambur Municipal Council. 2018. Council resolution Number 287. Ambur.) 

https://www.adb.org/projects/49107-003/main
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B. Affordability Analysis 
 

6. Slum households currently pay 0.9%–2.1% of their income for water supply and sewerage 
services, and this is forecasted to increase to 1.7%–2.7% in 2026 (Table 1). Similarly, non-slum 
households currently pay 0.4%–0.7% of their income for both services, expected to increase to 
0.6%–0.9% in 2026. This demonstrates affordability for all income categories and their ability to 
meet water and sewerage tariffs, as the accepted level in India is 5%.7  
 

Table 1: Water Charges, Usage, and Average Household Income 

Details 

Existing (2019) Proposed (2026) 
Ambur Madurai Tiruchi- 

rapalli 
Tiruppur Vellore Ambur Madurai Tiruchi-

rapalli 
Tiruppur Vellore 

Water supply bill (₹/HH/month)a 101.0  75.0  160.0  76.0  50.0  147.9  172.2  234.3  175.9  73.2  
Sewerage bill (₹/HH/month)  125.0  60.0  120.0  59.5  183.3 125.0  87.8  175.7  184.0  
Total 101.0  200.0  220.0  196.0  109.5  331.2  297.2  322.1  351.6  257.2  
HH income, slum (₹/month) 10,885 12,093 12,105 9,275 10,525 15,542 17,267 17,284 13,243 15,028 
% of WSB 0.9 1.7 1.8 2.1 1.0 2.1 1.7 1.9 2.7 1.7 
HH income, non-slum (₹/month) 26,108 30,368 29,903 29,765 28,683 37,278 43,360 42,696 42,499 40,954 
% of WSB  0.4 0.7 0.7 0.7 0.4 0.9 0.7 0.8 0.8 0.6 
HH = household, ₹= Indian rupee, WSB = water and sewerage bill.  
a At present, all project ULBs charge a monthly flat tariff for water supply. The project ULBs for water supply subprojects 

(Madurai and Tiruppur) will adopt volumetric tariff with the support of the state government with the objective of full 
O&M recovery. 

Sources: Tariff notifications of Ambur, Madurai, Tiruchirappalli, Tiruppur, and Vellore; and ADB. 2019. Baseline Socio-
Economic Survey Report. Consultant’s report. Manila (TA 9022-IND).  

 
C. Operation and Maintenance Cost Recovery Analysis 
 
7. Cash flows of project 2 subprojects were projected for a 20-year operating period, using 
estimated revenue, current O&M expenditure, and the following assumptions:  

(i) all costs were based on nominal prices and converted at $1 = ₹70; 
(ii) O&M costs included personnel, maintenance, administration, chemicals, and 

power, and exclude depreciated expenditure, which is a noncash item; 
(iii) O&M expense growth rate was assumed at 6.5% for water supply and 7.5% for 

sewerage services;8  
(iv) income included water and sewerage tariffs, proportionate water and drainage 

taxes,9 and new connections fees; 
(v) water and sewerage tariffs were assumed to increase at 10% every 2 years, as 

has been the past trend;10 and 
 

7  The World Health Organization uses an expenditure benchmark of 5% of monthly household income. (Source: Water 
and Sanitation Program. 2011. Cost Recovery in Urban Water Services: Select Experiences in Indian Cities. India). 

8  The average growth rate of water consumption in project ULBs is 1.5%, and the same is considered as the real 
growth rate for O&M expenses. With 5% inflation, total growth in O&M expenses for water services is assumed at 
6.5%. For sewerage, an additional 1 percentage point is added to the growth rate of O&M expenses over water 
supply on the assumption that it is more prone to deterioration from sludge, solids, and corrosive nature of sewage.  

9  All the ULBs in the state collect a water and drainage tax and earmark it for expenditure for water supply and 
sewerage services (sewerage is referred to as underground drainage in the state). The proportionate water and 
drainage tax is considered one of income sources of project 2 subprojects based on the population covered by project 
2 (Source: Government of Tamil Nadu. 1920. Tamil Nadu District Municipalities Act 1920. Chennai). Water and 
drainage tax is apportioned as 60% for water supply and 40% for sewerage based on the relative volumes handled.  

10 There are no fixed intervals in the tariff revisions of project ULBs. Sewerage tariff revisions are as follows: (i) 
Tiruchirappalli in 2007 and 2018 with an annual average of 6.5%; (ii) Vellore in 2012 and 2018 with an annual average 
of 12.2%; and (iii) Tiruppur in 2007 and 2018 with an annual average of 13.4%. For water supply, (i) Tiruppur revised 
its tariff in 2008 and 2017 with an annual average of 4.1%, and (ii) Madurai’s bylaw has a provision to revise its tariff 
by 5% every year. The average annual revisions in the past for water supply and sewerage tariffs in project ULBs is 
7.9%. Based on past tariff revisions, it is assumed that the tariff will be increased by 10% once every 2 years. (Source: 
discussions with the officials in project ULBs and the latest tariff notifications).  
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(vi) the collection efficiency of water and sewerage tariffs was assumed based on the 
current rate of each project ULB and the government’s service level benchmark.11  

 
8. The analysis showed that project 2 subprojects would recover full O&M expenses in all 
years when the regular tariff revisions are in place and collection efficiency has reached the 
government benchmark of 90% (Table 2). With this, the sustainability of project 2 is identified as 
a risk since full O&M cost recovery will be achieved only when project ULBs implement regular 
tariff revisions and collection efficiency improves to the government benchmark of 90%. The state 
government has committed to continue gap funding to sustain O&M where shortfalls exist. In 
addition, project ULBs will prepare and implement systematic plans for enhancing revenue and 
reducing cost, including by improving collection efficiency and rationalizing tariffs at a rate that 
fully recovers O&M costs.  

 
Table 2: Cost Recovery Analysis for Subprojects (₹ million) 

Details  
Ambur sewerage Madurai water supply  Tiruchirapalli sewerage 

2028  2036  2044  2028  2036  2044  2028  2036  2044  
Income 67.0  111.0  161.8  1,234.2 1,717.9  2,453.8  131.7  196.1  256.4  
O&M expenses 40.7    72.6  129.6   776.7  1,285.5  2,127.5    74.1  132.1  235.5  
Surplus / (deficit) 26.3    38.3    32.2   457.5     432.4     326.4    57.6    64.0    20.9  
Operating ratio (%) 60.8    65.5    80.1     62.9       74.8       86.7   56.2    67.4    91.9  
 
Details  

Tiruppur sewerage Tiruppur water supply Vellore sewerage 
2028  2036  2044  2028  2036  2044  2028  2036  2044  

Income 485.4  802.9  1,085.7  979.5  1,655.0  2,429.3  117.9  152.6  229.6  
O&M expenses 283.6  505.8     902.0  769.4  1,273.4  2,107.4    66.4  118.4  211.1  
Surplus / (deficit) 201.9  297.1     183.7  210.1     381.6     321.9    51.5    34.3    18.5  
Operating ratio (%)   58.4    63.0       83.1    78.6       76.9       86.8    56.3    77.6    91.9  
₹ = Indian rupee, O&M = operation and maintenance. 
Sources: Asian Development Bank estimates. 

 
III. FINANCIAL PERFORMANCE AND PROJECTIONS OF PROJECT ULBS 

 
A. Financial Performance of Project ULBs 

 
9. The analysis of the financial performance of project ULBs in the five 5 years from 2013 to 
2017 showed that all project ULBs significantly depended on devolution and grants from the state 
government to meet their expenses (Table 5):  

(i) devolution and grants constitute a significant portion of project ULB revenue, 
ranging from 29.7% to 72.0% of total revenues in 2017;12 

(ii) project ULBs except Vellore had operational surpluses with devolution and grant 
support in 2017; 

(iii) own revenues comprising tax and nontax revenues 13  grew at a compounded 
annual growth rate of 7.3% in Ambur, 9.3% in Madurai, 9.1% in Tiruchirappalli, 
7.1% in Tiruppur, and 3.4% in Vellore; and  

 
11  In 2017, collection efficiency for water supply was 76% in Madurai and 90% in Tiruppur. There is currently no 

sewerage system in the entirety of project cities Ambur and Vellore or in subproject areas of Tiruchirappalli and 
Tiruppur. Collection efficiency for water supply in Madurai and Tiruppur is therefore assumed at 90% from 2026 and, 
for sewerage, using the collection efficiency of property tax: 67% in Ambur, 66% in Vellore, 81% in Tiruchirapalli, and 
90% in Tiruppur. Further, collection efficiency is proposed to improve to reach the Ministry of Housing and Urban 
Affairs target collection efficiency of 90% for water supply and sewerage over the project period, based on historical 
trend in improved collection efficiency in respective cities. (Source: demand collection balance statement for 2017 in 
respective project ULBs.)  

12  Includes government grants, i.e., revenue grants from state and central finance commissions and state government 
transfers, stamp duty, and other transfers.  

13  Includes revenues from rents, licence fees, user charges, sale, and hire charges.  
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(iv) expenditures similarly increased by 9.2% in Ambur, 13.3% in Madurai, 17.3% in 
Tiruchirappalli, 18.9% in Tiruppur, and 6.2% in Vellore.   
 

Table 3: Financial Performance of Project Urban Local Bodies (₹ million) 
 Ambur Madurai  Tiruchirappalli Tiruppur Vellore 
Details 2013 2017 2013 2017 2013 2017 2013 2017 2013 2017 
Revenue           
  Tax income 17.5  20.9  608.3  897.3  367.5  477.3  326.3  429.8  117.2  183.6  
  Nontax income 24.6  33.4  908.1  1279.1  665.0  964.2  388.9  549.9  230.4  268.5  
  Devolution & grants 95.5  139.9  786.9  919.1  788.6  1188.3  342.2  888.7  204.2  371.3  
Total  137.6  194.2  2,303.3  3,095.6  1,821.1  2,629.8  1,057.4  1,868.3  551.8  823.4  
Expenditure 

  
  

    
  

  Salaries 54.6  105.7  1,086.6  1,421.3  729.0  1455.8  291.1  412.3  224.9  357.8  
  O&M expenses 68.7  71.3  643.6  1,435.9  390.1  654.8  481.4  1101.3  298.1  265.7  
  Other expenses 1.0  

 
61.6  100.4  64.3  130.0  32.2  93.8  146.9  228.1  

Total  124.3  176.9  1,791.8  2,957.6  1,183.4  2,240.6  804.7  1,607.5  669.8  851.6  
Surplus / (deficit) 13.3  17.3  511.5  137.9  637.7  389.2  252.7  260.9  (118.0) (28.2) 
Debt service    59.1  160.9  285.7  227.2  98.3  142.5  16.4  10.9  
Surplus / (deficit) 13.3  17.3  452.4  (23.0) 352.0  162.0  154.4  118.4  (134.4) (39.1) 
Operating ratio with 
devolution & grants (%)a 

90.4  91.1  77.8  95.5  65.0  85.2  76.1  86.0  121.4  103.4  

Operating ratio without 
devolution & grants (%)b 

295.3  325.9  118.2  135.9  114.6  155.4  112.5  164.1  192.7  188.4  

( ) = negative, O&M = operation and maintenance, ₹ = Indian rupee. 
a Calculated by dividing operating expenditure by revenues including devolution and grants from the state government. 
b Calculated by dividing operating expenditure by revenues excluding devolution and grants from the state government. 
Source: Project ULB audited financial statements.  

 
B. Financial Projections of Project ULBs 

 
10. Financial projections for project ULBs were prepared covering a 20-year operational 
period after project 2 completion with the following key assumptions: (i) growth rates based on 
the past trend with suitable moderations were used for revenues and expenditure, and, (ii) where 
negative growth was observed, growth at 5% was considered.14 
 
11. Financial projections showed all project ULBs requiring continuous support from the state 
government in the form of grants and devolution to cover their expenditure (Table 4). To increase 
own-source revenue, project ULBs increased, with state government support, property tax by 
50% in 2019.15 In addition, project ULBs will increase their revenue sources through activities 
under the urban governance component (output 3) of projects 1 and 2: increasing such other 
taxes and license fees as professional tax, vacant land tax, and trade license fee and enhancing 
collection efficiency for taxes and user charges.    

 
Table 4: Financial Projections of Project Urban Local Bodies (₹ million) 

 Ambur Madurai  Tiruchirappalli Tiruppur Vellore  
Details 2027 2045 2027 2045 2027 2045 2027 2045 2027 2045 
Revenue           
  Tax income 301.5  285.2  3,135.4  5,780.5  2,137.8  6,392.9  4,018.8  6,426.9  856.8  1,366.0  

 
14 For fluctuating trends with a negative compounded annual growth rate, the judgemental method can be used to 

project municipal income and expenditure, adopting a minimum growth rate. Accordingly, 5% annual growth was 
assumed as a minimum, based on the national growth trend in India, for variables where negative growth trends 
were observed (Sources: World Bank. 2014. Municipal Finances, A Handbook for Local Governments. Washington 
DC; and Tamil Nadu Urban Infrastructure Financial Services Limited. 2009. Conversion of City Corporate Plan into 
Business Plan. Chennai).  

15 Government of Tamil Nadu, Municipal Administration and Water Supply Department. 2018. G.O. (MS) No. 73, 
Property Tax—General Revision of Property Tax in the Greater Chennai Corporation, Municipal Corporations, 
Municipalities and Town Panchayats. Chennai. 
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 Ambur Madurai  Tiruchirappalli Tiruppur Vellore  
Details 2027 2045 2027 2045 2027 2045 2027 2045 2027 2045 
  Nontax income 62.3  259.0  2,828.3  14,689.9  1,473.3  5,968.0  790.9  4,396.9  392.6  1,384.3  
  Devolution & grants 363.9  2,031.8  1,497.1  3,603.0  3,312.9  20,974.6  2,305.1  12,815.9  1,169.9  7,335.7  
Total  727.7  2,576.1  7,460.8  24,073.3  6,924.0  33,335.4  7,114.7  23,639.8  2,419.2  10,086.0  
Expenditure           
  Salaries 274.1  1,523.7  2,315.1  5,571.7  3,776.0  20,994.2  985.1  4,724.1  928.0  5,159.7  
  O&M expenses 211.4  1,031.6  3,279.6  15,375.3  1,592.3  7,599.3  2,647.6  11,185.6  528.3  1,528.1  
  Other expenses 0.1  0.1  260.4  1,447.9  337.2  1,874.6  191.5  692.4  591.6  3,289.3  
Total  485.5  2,555.4  5,855.1  22,394.8  5,705.5  30,468.1  3,824.3  16,602.2  2,047.9  9,977.1  
Surplus / (deficit) 242.2  20.7  1,605.6  1,678.5  1,218.5  2,867.3  3,290.4  7,037.6  371.3  108.8  
Debt service  24.3  10.8  226.5  26.2  233.1  27.7  379.2  148.3  264.4  108.8  
Surplus / (deficit) 217.9  10.0  1,379.1  1,652.4  985.4 2,839.6  2,911.2  6,889.2  106.9  0.0 
Operating ratio with 
devolution & grants (%)a 66.7  99.2  78.5  93.0  82.4  91.4  53.8  70.2  84.7  98.9  
Operating ratio without 
devolution & grants (%)b 133.4  469.5  98.2  109.4  158.0  246.5  79.5  153.4  163.9  362.8  

O&M = operation and maintenance, ₹ = Indian rupee. 
a Calculated by dividing operating expenditure by revenue including state government devolution and grants. 
b Calculated by dividing operating expenditure by revenue excluding state government devolution and grants. 
Source: Estimated based on audited financial statements of project ULBs. 

 
C. Financial Capacity of Government of Tamil Nadu 

 
12. The Government of Tamil Nadu has recorded deficits since 2014 onwards (Table 5), mainly 
from increased interest payments after it took over part of the debt obligations of a power utility 
and from increased grants in aid in recent years.16 It has amended its Fiscal Responsibility and 
Budget Management Act, 2003 and fixed a target to generate a revenue surplus starting in 2020.17 
It is taking initiatives to reduce its revenue deficits through tighter budgetary control and reduced 
nonplan expenditure and debt service obligations. Under the budget for 2020, the revenue deficit 
is to be reduced from 1.5% in 2018 to 1.2% in 2019.18 The state government’s budget allocation 
for water supply and sanitation services increased from ₹16.5 billion in 2017 to ₹19.3 billion in 
2019,19 underlining its commitment to basic urban infrastructure, including under project 2. 
 

Table 5: Financial Performance of Government of Tamil Nadu (₹ billion) 
Particulars 2013 2014 2015 2016 2017 
Revenues      
  Tax revenue 712.5 737.2 786.6 804.8 859.4 
  Nontax revenue 65.5 93.4 83.5 89.2 99.1 
  Transfer of central taxes 145.2 158.5 168.2 203.5 245.4 
  Grants from center 65.0 91.2 185.9 192.6 198.4 
Total  988.3 1,080.4 1,224.2 1,290.1 1,402.3 
Expenditure      
  Salaries & pensions 266.4 291.2 318.9 328.8 350.3 
  Interest payments 109.9 126.9 148.9 177.4 209.2 
  Others 594.4 680.2 820.6 903.7 972.5 
Total  970.7 1,098.2 1,288.3 1,409.9 1,532.0 
Surplus / (deficit) 17.6 (17.9) (64.1) (119.9) (129.6) 

( ) = negative, ₹ = Indian rupee. 
Source: Government of Tamil Nadu. 2016. Report of the Comptroller and Auditor General of India on State Finances 
for the Year Ended March 2015. Chennai; and Government of Tamil Nadu. 2018. Report of the Comptroller and Auditor 
General of India on State Finances for the Year Ended March 2017. Chennai. 

 
16  Government of Tamil Nadu. 2018. Report of the Comptroller and Auditor General of India on State Finances for the 

year ended March 2017. Chennai. 
17  Government of Tamil Nadu. 2017. Tamil Nadu Fiscal Responsibility Act, 2003. Chennai 
18  Institute for Policy Research Studies. 2019. Tamil Nadu Budget Analysis 2019/20. New Delhi. 
19  Government of Tamil Nadu. 2018. Municipal Administration and Water Supply Department Demand in Budget 2019. 

Chennai. 



Appendix 8 

SUMMARY POVERTY REDUCTION AND SOCIAL STRATEGY 
 
Country: India Project Title: Tamil Nadu Urban Flagship Investment 

Program (Tranche 2) 
    
Lending/Financing 
Modality: 

Multitranche Financing Facility 
(MFF) 

Department/ 
Division: 

South Asia Department/ Urban Development 
and Water Division 

I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 
Poverty targeting: General intervention   
A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy  
According to Government of India estimates for 2011–2012, 8.2% of Tamil Nadu’s population lived below the poverty 
line, compared with 22% nationally.a The net state domestic product per capita in Tamil Nadu was about 15% higher 
than the national average in 2015–2016. Tamil Nadu is the most urbanized of India’s large states, with 48.5% of its 
population living in urban areas. It is a leader in industry and services. A Government of India 3-year action agenda for 
2017–2020 endorses a transformational action plan and recognizes the importance of urban centers as engines of 
economic growth.b The Asian Development Bank (ADB) country partnership strategy for India, 2018–2022 closely 
aligns with India’s plan and aims to extend essential amenities with well-governed administration to invigorate urban 
transformation.c The Tamil Nadu Urban Flagship Investment Program aims to improve urban infrastructure, achieve 
universal access to 24/7 water supply and sanitation services, and enhance urban local governance capacity, which 
will improve the quality of life for all, especially the underserved, poor, and disadvantaged, including women. The focus 
of interventions will include creating a clean and sustainable environment. The project will support Sustainable 
Development Goals 6, ensuring clean water and sanitation for all, and 13, strengthening climate and disaster 
resilience.d 
B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  
1. Key poverty and social issues. Tamil Nadu ranks 7th in human development with a Human Development Index 
(HDI) score of 0.544, against the national average of 0.054. The inequality-adjusted HDI reflects, however, a 27.38% 
average loss in HDI achievements, thus indicating persistent inequality and uneven distribution of development benefits 
in the state.e Urban residents comprise 48.5% of the state’s population, and it is estimated that, by 2030, approximately 
67% will live in urban centers. As the urban population in Tamil Nadu grew by 27%, the slum population is reported to 
have grown by 150%.f  Urban poverty statistics indicate that 6.5% of the urban population in Tamil Nadu lives below 
poverty line. In the context of expanding urban agglomerations, Tamil Nadu Vision 2023 was formulated to promote 
strategic investments in infrastructure. The document acknowledges deficiencies in basic urban services, including 
piped water supply and sewerage.g Project cities do not have comprehensive sewerage systems, and most of the non-
slum population uses individual septic tanks or soak pits. A baseline survey covering 2,383 households, with 48% of 
respondents women, indicates open defecation remains prevalent in poor communities.  
2. Beneficiaries. The beneficiaries will include poor households, including those headed by women. The project will 
target 152,580 households in four towns with sewage collection systems. Baseline socioeconomic surveys showed 
average water consumption to be as low as 95 liters per capita per day (lpcd) in Tiruppur and 106 lpcd in Madurai, 
against a norm of 135 lpcd. On average, 12.5% respondents in four towns to be covered under a sewerage component 
did not have a toilet in their homes. Of those who lacked a toilet, 66% reported open defecation, 22% used pay toilets, 
11% free community toilets, and 2% neighbors’ toilets. About 55% of households belong to backward castes, followed 
by 18.2% scheduled caste, 0.8% scheduled tribe, and 5% in the general category. The average monthly family income 
for slum households is $157 and ranges from $72 to $434.h  
3. Impact channels. The project will bring about the desired changes through the following impact channels: 
rehabilitation and expansion of sewage collection and treatment systems, improved access to reliable and smart water 
supply, and improved urban governance and institutional capacity in urban management and service delivery. These 
improvements will benefit all households in project areas and especially those most disadvantaged and underserved.  
As a feature to improve finance, the program includes a component of performance-based governance reform. Urban 
local bodies (ULBs) are encouraged to carry out priority governance reform through performance-linked incentives. 
4. Other social and poverty issues. The project will directly address water sanitation infrastructure and service gaps. 
Its indirect benefits will be social, economic, health, and environmental impacts. The project aims to influence strategic 
and practical gender needs. Access to development programs, especially those on health, poverty alleviation, 
education, safety and social welfare, will be addressed by other government programs. The project aligns with the  
Government of India’s Atul Mission for Rejuvenation and Urban Transformation scheme. As far as feasible, efforts will 
be made to converge with other development programs, particularly the government’s toilet programs, to ensure project 
benefits and maximize them.  
5. Design features. Design elements are pro-poor, socially inclusive, and gender responsive. All project ULBs endorse 
pro-poor connection and tariff policies, though they may vary from one ULB to another. The project provides for 
individual house service connections as part of the financing. Community participation is envisaged through information, 
education, and communication campaigns focusing on the poor and disadvantaged. Water and sanitation committees 
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with female members will be constituted in slums. Project staff will be sensitized on socially inclusive and gender-
responsive urban governance and management.  

II. PARTICIPATION AND EMPOWERING THE POOR 
1. Participatory approaches and project activities. A community awareness and participation plan (CAPP) has been 
developed to ensure an inclusive and participatory approach to project planning, implementation, and monitoring. 
Stakeholder mapping and baseline socioeconomic survey were carried out to enable the identification of stakeholders. 
Outreach activities involving students, community groups, and self-help groups are included in the CAPP.  
2. Civil society organizations. Civil society will be involved in awareness programs and consultation as part of CAPP 
implementation.   
3. The following forms of civil society organization participation are envisaged during project implementation, 
rated as high (H), medium (M), low (L), or not applicable (NA):  
H for information gathering and sharing, H for consultation, M for collaboration, and L for partnership. 
4. Participation plan. A project CAPP is prepared with adequate resources to strengthen stakeholder participation. 

III. GENDER AND DEVELOPMENT 
Gender mainstreaming category: effective gender mainstreaming 
A. Key issues. The baseline socioeconomic survey with approximately 1,150 women respondents indicated that 
women were the primary caregivers and responsible for water collection and management and for household 
sanitation. The respondents who did not have house service connections spent 25–30 minutes each day collecting 
water. Increased risk and incidence of harassment and gender-based violence were other disadvantages of lack of 
access to water and sanitation services, with 12.5% respondents in Madurai and 9.1% in Trichy reporting harassment 
while using public toilets. Focus group discussions with community members indicated several service gap: the 
absence of underground drainage and sewerage systems, household latrines, piped water and electricity supply in 
public toilets; exposure to open drains and associated health risks; the difficulties faced by women, children, and the 
elderly in using community toilets; and open defecation at night, when public toilets are closed and thus causing more 
inconvenience to users, especially women. 
B. Key actions.  Gender action plan     Other actions or measures      No action or measure 
The GAP seeks to (i) leverage capacity in existing community-based organizations and women’s self-help groups to 
represent, as water sanitation committees, the urban poor living in slums;  (ii) increase women’s representation in 
project planning and implementation, (iii) sensitize stakeholders to gender in urban infrastructure, sexual harassment 
policy, and gender-responsive monitoring and impact assessments; (iv) identify poor households, including those 
headed by women, in the project cities; (v) develop human capital by raising awareness and the involvement of 
sewer and sanitary workers by training them to operate mechanized equipment and safety gear for sewerage 
management; and (vi) train the Commissionerate of Municipal Administration’s sexual harassment committee on 
provisions for preventing and redressing sexual harassment, exploitation, and abuse. 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 
A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 
1. Key impacts. The project is category B for involuntary resettlement. The land required for tranche 2 subprojects is 
19.3 hectares, of which 14.58 hectares is government land and 4.75 acres private, to be obtained through negotiated 
settlement and land donation, with third party oversight, from 10 landowners, or 43 family members. It is anticipated 
that one residential structure and three commercial structures will be lost in Madurai, affecting 15 vulnerable people. 
An estimated 2,691 roadside vendors and shop owners, 1,428 of them vulnerable, are likely to suffer temporary income 
loss.  
2. Strategy to address the impacts. Five resettlement plans and one due diligence report were prepared. The 
resettlement framework prepared for the multitranche financing facility in 2018 is applicable for tranche 2 subprojects 
and will help mitigate the identified impacts in project towns and any unanticipated impacts during project 
implementation.  
3. Plan or other actions. 
   Resettlement plan                   Combined resettlement and indigenous peoples plan 
   Resettlement framework         Combined resettlement framework and indigenous peoples planning framework                                                                                                                     
   Environmental and social management system arrangement       Social impact matrix 
   No action 
B. Indigenous Peoples Safeguard Category:  A     B      C      FI 
1. Key impacts. Tranche 2 is category C for indigenous peoples’ safeguards. Scheduled tribes make up 0.26% of 
project city population. There are no indigenous peoples as defined by the Safeguards Policy Statement in any of the 
tranche 2 project areas. Is broad community support triggered?     Yes                     No 
2. Strategy to address the impacts. The indigenous peoples planning framework is not applicable to tranche 2. The 
framework provides guidance for mitigating impacts on indigenous peoples if identified. Should Safeguards 
Requirements 3 be triggered, the grievance redress committees of towns and districts will include an indigenous 
peoples community leader as a representative. 
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3. Plan or other actions. 
   Indigenous peoples plan 
   Indigenous peoples planning framework  
   Environmental and social management system 

arrangement 
   Social impact matrix 
   No action      

   Combined resettlement plan and indigenous 
peoples plan 

   Combined resettlement framework and indigenous 
peoples planning framework 

   Indigenous peoples plan elements integrated in 
project with a summary 

V. ADDRESSING OTHER SOCIAL RISKS 
A. Risks in the Labor Market  
1. Relevance of the project for the country’s or region’s or sector’s labor market, indicated as high (H), medium (M), 
and low or not significant (L).  
L for unemployment, L for underemployment, L for retrenchment, H for core labor standards   
2. Labor market impact. Agreements with contractors will include all relevant clauses on core labor standards with 
special emphasis on child and female labor. They will consider opportunities for local communities—including the 
poor, female labor, and other vulnerable workers—to participate in project construction. Regular monitoring visits will 
be undertaken. 
B. Affordability. Connection cost is fully covered by the project. Project ULBs endorse pro-poor connection and tariff 
policies for economically weaker sections, though they may vary across ULBs. Potential water tariff increases will 
consider affordability, and tariffs will be based on volumetric consumption. Options for further cross-subsidizing tariffs 
for water supply and sewerage will be considered. 

VI. MONITORING AND EVALUATION 
C. Communicable Diseases and Other Social Risks  
1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA):  
L for communicable diseases, human trafficking not applicable, others (please specify) NA______________ 
2. Risks to people in project area. Construction workers will be made aware of communicable diseases like 
HIV/AIDS. The project will partner with the State AIDS Control Society to help raise awareness among contractors 
and laborers. The employment of child labor is prohibited and equal remuneration for female workers is mandatory 
for equal work. Clauses to this effect will be included in contract agreements. 
1. Targets and indicators. The design and monitoring framework and the gender action plan identify key indicators 
and targets that address poverty reduction and social inclusion.  
2. Required human resources. Safeguard officers have been mobilized in the program management unit to monitor 
the implementation of resettlement plans and the environmental management plan. A gender and community 
development assistant will be mobilized, as part of the construction management and supervision consultants (CMSC) 
and governance improvement and awareness consultants (GIAC) team, to implement and monitor gender action plan 
(GAP) and CAPP activities. 
3. Information in the project administration manual. The required monitoring mechanisms are included in the project 
administration manual. The CMSC and GIAC will be responsible for submitting quarterly progress reports on the GAP 
and the CAPP to the project management unit, which will be responsible for preparing quarterly progress reports, 
including compliance with safeguards and progress on the GAP and the CAPP. Semiannual safeguards monitoring 
reports will be prepared. 
4. Monitoring tools. The project performance management system will update on a quarterly basis progress data, 
which will include all beneficiary data disaggregated by gender, ethnicity, and social and economic status. GAP and 
CAPP activities will be implemented by the CMSC and GIAC. The midterm review will evaluate the scope of loan 
implementation arrangements, safeguard issues, GAP progress, achievement of targets, contract management 
progress, and other issues, including midcourse corrections. An evaluation will be undertaken on project closure. 
 

a  Government of India, National Institution for Transforming India (NITI Aayog). Tendulkar Poverty Estimates 
(Headcount Ratio). 

b  Government of India, National Institution for Transforming India (NITI Aayog). 2017. Three-Year Action Agenda 
(2017–2019). Delhi. 

c  ADB. 2017. Country Partnership Strategy: India, 2018–2022—Accelerating Inclusive Economic Transformation. 
Manila. 

d  UNDP. United Nations Development Programme. 
e  United Nations Development Programme. 2011. Inequality adjusted Human Development Index for India’s States. 
f  Government of Tamil Nadu, State Planning Commission. Urbanisation.  
g  Government of Tamil Nadu. 2012. Vision Tamil Nadu 2023: Strategic Plan for Infrastructure Development in Tamil 

Nadu. Chennai. 
h  ADB. 2019. Baseline Socioeconomic Survey Report. Consultant’s report. Manila (TA 9022-IND). 

 

https://niti.gov.in/state-statistics
https://niti.gov.in/state-statistics
https://www.undp.org/content/undp/en/home/sustainable-development-goals.html
http://www.spc.tn.gov.in/12plan_english/7%20Urbanisation.pdf
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PROCUREMENT PLAN 
 

Basic Data 
 Project Name:   Tamil Nadu Urban Flagship Investment Program, Tranche 2  
 Project Number:   49107-005 Approval Number:     
 Country:   India Executing Agency: Tamil Nadu Urban Infrastructure 

Financial Services Ltd.  

 Project Procurement Classification: Category B Implementing Agency: 
N/A  

 Project Procurement Risk: Medium  
 Project Financing Amount:   $593,000,000 

ADB Financing:   $206,000,000 
Cofinancing (ADB Administered):   
Non-ADB Financing:   $387,000,000 

Project Closing Date: 14 June 2026  

 Date of First Procurement Plan:   26 April 2019  Date of this Procurement Plan:  26 April 2019 
 

 

 Advance Contracting: 
Yes 

e-GP: 
Yes 
http://www.tenders.tn.gov.in  

  

 
A. Methods, Thresholds, Review, and 18-Month Procurement Plan 

 
1. Procurement and Consulting Methods and Thresholds 

 
Except as the Asian Development Bank (ADB) may otherwise agree, the following 

process thresholds shall apply to procurement of goods and works.  
 

Procurement of Goods and Works 
Method Threshold Comments 

International competitive bidding for goods $3,000,000 and above    
National competitive bidding for goods From $100,000 to $2,999,999 The first national competitive bid is subject 

to prior review, thereafter post review.   
Shopping for goods Up to $99,999    
International competitive bidding for works $40,000,000 and Above    
National competitive bidding for works From $100,000 to $39,999,999 The first national competitive bid is subject 

to prior review, thereafter post review.   
Shopping for works Up to $99,999    

 
 

Consulting Services 
Method Comments 

Quality- and cost-based selection for consulting firm    
Single source selection for individual consultant    

 
2. Goods and Works Contracts Estimated to Cost $1 Million or More 

 
The following table lists goods and works contracts for which the procurement activity 

either has commenced or is expected to commence within the next 18 months. 
 

Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

TNUFIP/
ABR/01 

Providing sewerage 
collection system for 
UGSS in Ambur 
Municipality under 

12,650,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

package 1 preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
ABR/02 

Construction of 
sewage treatment 
plant with a capacity 
of 16.71 mld on a 
design, build, 
operate, and transfer 
basis for UGSS in 
Ambur Municipality, 
under package 2 
 
 

2,700,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
plant 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
MDU/WS
/1 

Providing dedicated 
water supply scheme 
for Madurai City 
Municipal 
Corporation from 
Mullai Periyar River 
at Lower Camp,  
construction of 
headworks and raw 
water gravity 
transmission main, 
package 1 
 
 

43,150,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q3 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
MDU/WS
/2 

Providing dedicated 
water supply scheme 
for Madurai City 
Municipal 
Corporation from 
Mullai Periyar River 
at Lower Camp,  
construction of water 
treatment plant with 

15,760,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

a capacity of 125 mld 
and supervisory 
control and data 
acquisition 
arrangements, 
package 2 
 
 

 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
MDU/WS
/3 

Providing dedicated 
water supply scheme 
for Madurai City 
Municipal 
Corporation from 
Mullai Periyar River 
at Lower Camp, 
construction of 
service reservoir, 
feeder main, and 
clear water 
transmission main,  
package 3 
 
 

61,080,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q3 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
MDU/WS
/4 

Providing dedicated 
water supply scheme 
for Madurai City 
Municipal 
Corporation from 
Mullai Periyar River 
at Lower Camp, 
providing distribution 
system with district 
metering area based 
management 
targeting nonrevenue 
water reduction,  
package 4 
 
 

35,200,000 
 
 

National 
competitive 
bidding 

Prior  1S1E Q4 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TIRP-
III/01: 

Providing sewerage 
collection system in 
the extended areas 
of corporation for 
UGSS in Trichy 
Corporation, under 
phase 3 
 
 

40,000,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q3 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

e-GP: Yes 
 
e-GP Type: e-
Publication 
 
Comments: 
Cost estimate 
is $39.55 
million and 
adjusted to $40 
million to 
remain as 
International 
competitive 
bidding as per 
the 
procurement  
plan  

TNUFIP/
TPU/UG/
1 

Providing sewerage 
collection system; 
construction of sub-
pumping stations 
and master pumping 
stations; supply, 
laying, and jointing of 
pumping mains in 
sewer zones 5, 6, 
and 7 in Tiruppur 
Corporation, under  
Package 1 
 
 

36,570,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/UG/
2 

Providing sewerage 
collection system; 
construction of sub-
pumping stations 
and master pumping 
stations; supply, 
laying, and jointing of 
pumping mains in 
sewer zones 8, 13, 
and 14; and 
expansion of the 
existing sewerage 
treatment plant in 
Tiruppur 
Corporation, under 
package 2 
 
 

14,510,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/UG/
3 

Providing sewerage 
collection system; 
construction of sub-
pumping stations 
and master pumping 

16,540,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

stations; supply, 
laying, and jointing of 
pumping mains in 
sewer zones 9, 15, 
16, and 17 in 
Tiruppur 
Corporation, under 
package 3 
 
 

applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/UG/
4 

Construction of two 
sewage treatment 
plants with capacity 
of 36 mld, 
expandable to 44 
mld, in 
Sarkarperiyapalayam
, and 20 mld, 
expandable to 26 
mld, in 
Chinnandipalayam 
on a design, build, 
and operate basis in 
Tiruppur 
Corporation, under 
package 4 
 
 

8,820,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
plant 
 
e-GP: Yes 
 
e-GP Type: e-
Publication  

TNUFIP/
TPU/WS/
1 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
construction of raw 
water intake well and 
pump house with a 
surge protection 
tank; and supply and 
installation of pump 
set and motors, 
package 1 
 
 

14,430,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/WS/
2 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
construction of water 
treatment plant with 
a capacity of 196 
mld, expandable to 
270 mld, with 
complete internal 

11,850,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

supervisory control 
and data acquisition 
system for a new 
water supply scheme 
for Tiruppur City, 
package 2 
 
 

Bidding 
document: 
plant 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/WS/
3 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
supplying, laying, 
and jointing clear 
water gravity main 
from water treatment 
plant to overhead 
tanks in Tiruppur 
Corporation, 
package 3 
 
 

50,860,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/WS/
4 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
construction of 12 
elevated service 
reservoirs with 
chlorination facility; 
and providing 
distribution system 
including household 
service connections 
in corporation zones 
1 & 2, package 4 
 
 

26,430,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
TPU/WS/
5 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation; 
construction of 17 
elevated service 
reservoirs with 
chlorination facility; 
and providing 
distribution system  
including household 
service connections 
in corporation zone 
2, package 5 
 

27,850,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q3 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
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Package 
Number 

General 
Description 

Estimated 
Value ($) 

Procurement 
Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

  
e-GP Type: e-
Publication 

TNUFIP/ 
TPU/WS/
6 

Providing water 
supply improvement 
scheme in Tiruppur 
Corporation with 
district metering area 
based distribution 
management 
targeting nonrevenue 
water reduction in 
representative 
distribution zones, 
package 6 
 
 

3,830,000 
 
 

National 
competitive 
bidding 

Prior  1S2E Q4 2019 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

TNUFIP/
VEL-
III/01: 

Providing sewerage 
collection system in 
zones 2, 2A, and 8 
for UGSS in Vellore 
Corporation, under 
phase 3 
 
 

40,670,000 
 
 

International 
competitive 
bidding 

Prior  1S2E Q2 2018 Prequalification 
of bidders: N 
 
Domestic 
preference 
applicable: N 
 
Advance 
contracting: Y 
 
Bidding 
document: 
large works 
 
e-GP: Yes 
 
e-GP Type: e-
Publication 

e-GP = e-government procurement system, mld = million liters per day, UGSS = underground sewerage system 
 

3. Consulting Services Contracts Estimated to Cost $100,000 or More 
 

The following table lists consulting services contracts for which recruitment either has 
commenced or is expected to commence within the next 18 months. 

 

Package 
Number 

General 
Description 

Estimated 
Value 

Recruitment 
Method 

Review 
(Prior/ 
Post) 

Advertisement 
Date 

(quarter/year) 

Type of 
Proposal Comments 

CMSC-
VI 

CMSC Madurai 
Corporation 

2,680,000  Quality- and 
cost-based 
selection 

Prior  Q3 2018 Full Technical 
Proposal 
 

Assignment: 
international 
 
Quality–cost 
ratio: 90:10 
 
Advance 
contracting: Y 
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e-GP: No   

 
4. Goods and Works Contracts Estimated to Cost Less than $1 Million and 
Consulting Services Contracts Less than $100,000 (Smaller Value Contracts) 

 
The following table lists smaller-value goods, works and consulting services contracts for 

which the activity either has commenced or is expected to commence within the next 18 
months.  

 
 

Goods and Works  
Package 
Number 

General 
Description 

Estimated 
Value 

Number of 
Contracts 

Procur
ement 

Method 
Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

None         
 

Consulting Services  
Package 
Number 

General 
Description 

Estimated 
Value 

Number of 
Contracts 

Recruitment 
Method 

Review 
(Prior/ 
Post) 

Advertisement 
Date 

(quarter/year) 
Type of 

Proposal Comments 
 None         

 
B. Indicative List of Packages Required Under the Project 
 

The following table provides an indicative list of goods, works and consulting services 
contracts over the life of the project, other than those mentioned in previous sections (i.e., those 
expected beyond the current period). 
 

Goods and Works  
Package 
Number 

General 
Description 

Estimated 
Value 

(cumulative) 
Estimated Number 

of Contracts 
Procurement 

Method 
Review 

(Prior/Post) 
Bidding 

Procedure 
Comments 

 None         
 

Consulting Services  
Package 
Number 

General 
Description 

Estimated 
Value 

Number of 
Contracts 

Recruitment 
Method 

Review 
(Prior/ 
Post) 

Type of 
Proposal Comments 

 None        
 

 



Appendix 22 

GENDER ACTION PLAN  
Activities Indicators and Targetsa Responsibility Time 

Output 1. Climate-resilient sewage collection and treatment, and drainage systems developed in four citiesb 

1.1 Provide sewage connections to 
poor households and 
households headed by poor 
women 

(i) 1,238 km of new sewage collection pipelines commissioned, and 
152,580 households connected, including 100% of poor households and 
households headed by poor women identified through GIAC- and ULB-
led surveys in coverage areas (2019 baseline: 0) 

GIAC with 
ULBs 

Years 
1–3   

1.2 Train existing community-based 
organizations in coverage area 
slums 

(ii) Eight all-female community-based organizations trained as water and 
sanitation committees, and at least 80% participants reporting improved 
knowledge of benefits of sewerage collection systems and household 
connections (2019 baseline: 0)c 

(iii) All water and sanitation committee members trained twice each year 
(eight trainings) in each of the five town for a total 40 trainings with 
certifications in areas of leadership and management, water 
conservation, sanitation, health and hygiene (2019 baseline: 0) 

1.3 Build skills of sewer and sanitary 
workers 

(iv) 400 sewer and sanitary workers trained annually on four skills pertaining 
to mechanized equipment and safety gear, and reporting knowledge of 
equipment and safety gear (2019 baseline: 0 women sewer workers and 
20% women sanitary workers) 

GIAC with 
ULBs and CMA 

Years 
2–4 

Output 2. Water supply systems in at least two cities improved with smart featuresd 

2.1 Provide water connections to 
poor households and 
households headed by poor 
women 

(i) 1,260 km new water distribution pipelines commissioned in 66 new 
district metered areas, and metered connections provided to 188,900 
households (100% households in coverage area, including 100% of poor 
households and households headed by poor women) (2019 baseline: 0) 

GIAC with 
ULBs and 
CMSC 

Year 5  

2.2 Organize water and sewerage 
connection campaigns in slum 
areas 

(ii) Community members living in slums, notified or not (250 in each of 5 
towns, for a total of 1,250), participated in water and sewerage 
connections campaigns on water and sewerage connection procedures 
and tariff rules, including pro-poor connection and tariff policies 

(iii) Two all-female community-based organizations in Madurai trained as 
water and sanitation committees, and at least 80% of participants 
reporting improved knowledge of benefits of sewerage collection 
systems and household connections (2019 baseline: 0) 

2.3 Conduct training program on 
nonrevenue water for 
implementing agencies on water 
projects 

(iv) Both trainings, one per year, maintain sex disaggregated data on 
implementing agency trainees (Target: 75% participation of women 
technical staff) 

(v) At least 80% of technical staff of implementing agency in two cities 
reporting improved knowledge and/or skills in nonrevenue water 
reduction as a result of training, with the participation of 75% of women 
technical staff (2019 baseline: 0)c 
 

CMSC with 
GIAC, PIUs, 
and ULBs 

Years 
1–3  
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Activities Indicators and Targetsa Responsibility Time 
Output 3. Institutional capacity, public awareness, and urban governance strengthened in 10 cities 
3.1 Conduct awareness campaigns 

for water conservation and 
hygiene in local communities in 
coverage areas 

(i) Community members (300 each in Tiruppur, Madurai, and Ambur, for 
900) participated in awareness campaigns on water conservation and 
hygiene, targeting 50% women participation (2019 baseline: 0)e 

(ii) By 2025, a minimum 50% of 300 school students, teachers, and 
administrators (100 each in Tiruppur, Madurai, and Ambur, at least 50% 
women) and at least 50% of members of 12 women’s self-help groups (4 
in each city) reported improved awareness of water conservation and 
hygiene, based on  surveys after the campaigns 

GIAC Year 2 
onward 

3.2 Train CMA Complaints 
Committee for Prevention of 
Sexual Harassment of Women at 
Workplace, constituted under the 
Sexual Harassment of Women at 
Workplace (Prevention, 
Prohibition, and Redressal) Act, 
2013 

(iii) One training for the complaints committee at CMA conducted on 
provisions for the prevention, mitigation, prohibition, and redress of 
sexual harassment, exploitation, and abuse (Target: 80% committee 
members)f 

CMA with ADB Year 2 
onwards 

3.3 Train ULB staff on gender-
related aspects of project design 
and implementation and urban 
governance 

(iv) By 2025, 30 ULB staff (including at least 80% of eligible women staff)e 
trained and reported knowledge of approaches in integrating gender 
equality in urban governance, sexual harassment, gender action plan 
implementation, and monitoring and reporting of gender equality results 
(2019 baseline: 0) 

GIAC with 
CMA, with ADB 
support 

Year 1 
onward 

3.4 Establish a project performance 
management system to collect 
sex-disaggregated data from 
ULBs  

(v) By 2023, new database for three project ULBs, in Madurai, Ambur, and 
Tiruppur, established with sex-disaggregated data where applicable 
(2019 baseline: 0) 

CMSC in 
partnership 
with GIAC, 
PIUs, PMU, 
and ULBs 

Years 
2–5 

ADB = Asian Development Bank, CMA = Commissionerate of Municipal Administration, CMSC = construction management and supervision consultants,  
GIAC = governance improvement and awareness consultants, km = kilometer, PIU = program implementation unit, PMU = program management unit, ULB = urban 
local body. 
a  The estimated number of female beneficiaries in tranche 2 (outputs 1 and 2) is 170,000, out of an estimated total of 341,480 beneficiaries. 
b  Ambur, Tiruppur, Vellore, and Tiruchirappalli. 
c  Absolute figures will be monitored and reported in quarterly progress reports. 
d  Tiruppur and Madurai. 
e  Only Ambur, Tiruppur, and Madurai in project 2, as Vellore and Tiruchirappalli were covered under the project 1 gender action plan. 
f  The committee at CMA exists (according to CMA letter Roc No. 9961/2014/OP1- dated 14.05.2019). 
Note: Gender action plan implementation costs are in the incremental administration costs category under detailed cost estimates. Project 2 gender action plan 
implementation costs, excluding expert inputs covered under the GIAC budget, are estimated at $164,000. 



Appendix 23 
 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures  Responsibility 
Technical    
Weak technical 
capacity in 
implementing 
agencies to design 
and supervise 
project works 

Moderate The project includes technical design and 
supervision consultants, including 
environmental and social safeguard experts 
to support implementing agencies.  

PIUs, PMU 

Water shortages 
arising from 
extreme drought 
beyond projections 
undermine 
performance of 
water supply and 
sewerage facilities 

Substantial The project includes measures for water 
conservation and climate change adaptation 
(e.g., to reduce water losses, monitor 
consumption, reuse wastewater, and raise 
public awareness). The state is planning and 
implementing water augmentation in program 
cities. 

TNUIFSL, 
TWAD, ULBs 

Weak ULB capacity 
for O&M of 
advanced sewage 
treatment plants 

Moderate STP contracts include a 10-year O&M period. 
Project 1 (output 3) will establish a project 
design and management center in the CMA to 
provide a permanent mechanism to support 
O&M capacity building in ULBs.  

PIUs, PMU, 
ULBs 

Low project 
readiness causing 
start-up delays 
after project 
approval and the 
late completion of 
works  

Moderate Project 2 has high procurement and project 
readiness (i.e., advanced preparation of bid 
and safeguard documents, and advanced 
procurement actions). Over 80% of contracts 
are expected to be awarded by loan signing. 
The remaining contracts are in a high state of 
readiness and are expected to be awarded 
within 3 months of loan signing, yielding 
upfront time savings for timely completion. A 
strong mechanism for monitoring by PMUs, 
PIUs, and ADB promises to quickly address 
implementation issues.    

ADB, PIUs, 
PMU 

Construction 
delays from heavy 
monsoons that 
exceed projections 
and sudden price 
surges for 
materials causing 
cost overruns and 
delays in work 
completion 

Moderate High project readiness and a sufficient 
implementation period will mitigate monsoon-
related time delays. The contingency budget 
is adequate to cover unexpected cost 
overruns. 

ADB, PIUs, 
PMU 

Economic and Financial 
No regular 
revisions of water 
and sewerage 
tariffs will constrain 
the sustainability of 
services 

Substantial Continuous dialogue by ADB with the 
government, and monitoring of regular 
adjustments to the tariff. Loan consultants will 
provide support for the preparation of 
systematic revenue enhancement plans, 
including advice on required tariff for recovery 
of O&M costs. 

ADB, Municipal 
Administration 
for Water 
Supply 
Department, 
ULBs 

Inadequate ULB 
revenue 

Substantial The Government of Tamil Nadu and project 
ULBs agreed, through the loan agreement 

Municipal 
Administration 
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Risk Description Rating Mitigation Measures  Responsibility 
undermines the 
sustainability of 
water supply and 
sanitation services 

with ADB, to prepare and implement 
systematic plans for enhancing revenues and 
reducing costs for full O&M cost recovery, 
focusing on (i) adoption of volumetric billing 
and a tariff structure more in line with costs 
and (ii) reduction in nonrevenue water and 
operating costs. The government is 
committed to continued gap funding through 
transfers to sustain O&M where shortfalls 
exist. 
 
Through onlending agreements with 
TNUIFSL, project ULBs agreed to rationalize 
water and sewage tariffs, including making 
specific plans for modest tariff increases over 
the project implementation period to achieve 
sustainability. The government has committed 
to continue its gap funding program to sustain 
O&M where shortfalls exist. Under project 1, 
the governance improvement program (output 
3) provides incentives for collection of 
sewerage user fees in all ULBs.  

for Water 
Supply 
Department, 
ULBs 

Household 
resistance to 
connect to water 
and sewerage 
services and to pay 
increased tariffs for 
them 

Moderate Subprojects will include connection to 100% 
of households embedded in civil works 
contracts, ensuring an immediate increase in 
consumers and revenue. Household surveys 
conducted under project preparatory technical 
assistance showed high willingness to pay 
higher tariffs for improved water and 
sewerage services. Information, education, 
and communication campaigns under the 
project will educate consumers and 
community leaders about the benefits of 
improved services.    

CMA, ULBs  

Industrial user 
resistance to 
accept and pay for 
treated effluents for 
industrial purposes 

Moderate The Government of Tamil Nadu has initiated 
a study to identify market potential and 
feasible solutions for wastewater reuse in 
selected cities.   

CMA, ULBs 

Governance    
Weak capacity of 
ULBs in 
procurement and 
project 
management  

Moderate TWAD and ULBs have mixed experience in 
procurement for large works, but TNUIFSL 
has extensive experience in procurement, 
supported by development partners, of large 
works and will advise TWAD and ULBs. 
Additional procurement support is provided 
through contract management and 
supervision consultants. TNUIFSL recruits all 
consultants and has sufficient capacity. ADB 
will provide procurement training to PIUs. 

ADB, PIUs, 
PMU 

Competing 
priorities within 
ULBs and staff 
turnover hindering 

Moderate By implementing a performance-based urban 
governance improvement program under 
output 3, the program provides incentives and 
rewards to ULBs willing to improve capacity 
and governance.  

CMA, TNUIFSL 
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Risk Description Rating Mitigation Measures  Responsibility 
participation in 
capacity building 

Poverty Social and Gender Aspects 
Poor and marginal 
groups not 
benefiting from 
improved urban 
services under the 
program 

Moderate Project 2 includes 100% coverage of poor 
and slum areas in project areas. ULBs have 
pro-poor policies including allowing poor 
households to pay connection charges in 
installments, and sewer tariffs in Tamil Nadu 
are based on dwelling area, so poor 
households will pay less for their smaller 
living spaces. A gender action plan was 
prepared and includes building awareness in 
community leaders to support benefits for 
poor and vulnerable groups and to ensure 
that they benefit from the project. 

CMA, ULBs,  

Safeguards    
Resettlement  Moderate 

 
 

Project 2 is category B for involuntary 
resettlement, with only temporary impacts. 
Resettlement plans adequately address 
impacts. TNUIFSL has strong capacity in 
monitoring safeguards in projects supported 
by development partners.  

PMU, PIUs, 
ULBs, CMA 

 
 

Environmental 
impacts 

Moderate Project 2 is category B for environmental 
safeguards. Initial environmental 
examinations adequately address impacts. All 
STPs will be designed to comply with national 
standards.  

PMU, PIUs, 
ULBs, CMA 

 

ADB = Asian Development Bank, CMA = Commissionerate of Municipal Administration, O&M = operation and 
maintenance, PIU = program implementation unit, PMU = program management unit, STP = sewage treatment plant, 
TNUIFSL = Tamil Nadu Urban Infrastructure Financial Services Limited, TWAD = Tamil Nadu Water Supply and 
Drainage Board, ULB = urban local body.  
a ADB. 2015. Technical Assistance for Promoting Smart Drinking Water Management in South Asian Cities. Manila. 
Source: Asian Development Bank. 



Supplementary Appendix A 

FINANCIAL MANAGEMENT 
 
A. Financial Management Assessment 
 
1. A financial management assessment (FMA) was conducted for the proposed second 
tranche of the Tamil Nadu Urban Flagship Investment Program (TNUFIP) in accordance with 
guidelines in Financial Management and Analysis of Projects (2005), Financial Due Diligence: A 
Methodology Note (2009), and Financial Management Technical Guidance Note (2015) of the 
Asian Development Bank (ADB).1  
 
2. The FMA considered the capacity of the executing and implementing agencies for 
tranche 2 of TNUFIP. As the executing agency, the Department of Municipal Administration and 
Water Supply (MAWS) under the Government of Tamil Nadu, which executed tranche 1 through 
Tamil Nadu Urban Infrastructure Financial Services Limited (TNUIFSL) will continue to execute 
the project in tranche 2. TNUIFSL will manage ADB loan funds, project accounts, and 
consultancy work along with its program management unit (PMU). The five urban local bodies 
(ULBs)—Ambur Municipal Council, Vellore City Municipal Corporation (VCMC), Tiruchirappalli 
City Corporation (TCC), Tiruppur Municipal Corporation, and Madurai City Municipal 
Corporation (MCMC)—will implement works components, and the Commissionerate of 
Municipal Administration (CMA) will deal with reform components as implementing agencies. In 
line with tranche 1, project ULBs will be responsible for implementing sewerage subprojects 
(output 1) and water supply subprojects (output 2), and CMA will implement the program of 
urban governance and management reform (output 3). 
 
3. The responsibilities of the PMU are to (i) prepare a project implementation plan and 
detailed work program; (ii) provide overall monitoring and guidance of project implementation; 
(iii) select subprojects in line with agreed selection criteria; (iv) conduct budgeting and financial 
planning and management; (v) provide technical support and overall guidance to implementing 
agencies; (vi) prepare periodic reports on project progress and completion; (vii) procure 
consulting services; (viii) prepare, compile, and submit audited project financial statements;  
(ix) prepare withdrawal applications and collect and maintain supporting documents for claims; 
and (x) ensure full compliance with ADB resettlement, environmental, and other safeguard 
policies. 
  
4. Program implementation units (PIUs) to be established in implementing agencies at four 
ULBs, as well as in the Tamil Nadu Water Supply and Drainage Board (TWAD)2 for the ULB in 
Ambur, which will implement both water and sewerage subprojects. The proposed PIU in CMA 
for implementing urban governance and management reform under tranche 1 will continue 
implementation in tranche 2. PIUs will be responsible for day-to-day project management, 
including (i) liaising with the PMU on project implementation; (ii) procuring works and paying 
contractors except the PIU in TWAD, which ULBs will pay; (iii) supervising and providing 
technical support to contractors; (iv) preparing progress reports for each contract; (v) obtaining 
right-of-way clearances; and (vi) participating in training and capacity building programs.   
  

 
1 ADB. 2005. Financial Management and Analysis of Projects. Manila; ADB. 2009. Financial Due Diligence: A 

Methodology Note. Manila; and ADB. 2015. Financial Management Technical Guidance Note. Manila. 
2  Even though the PIU for Ambur subprojects is located at TWAD, PIUs will carry out only construction supervision of 

the subprojects and send contractors’ bills with its recommendation for payment to respective ULBs. ULBs will then 
process contractors’ bills in line with PIU recommendations and pay contractors. Funds are thus handled only by 
ULBs. 
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5. A key aspect of the FMA is its evaluation of the risks associated with financial 
arrangements for tranche 2 of TNUFIP. The principal ADB concern is to ensure that project 
funds are used economically and efficiently for the purposes intended. ADB seeks assurance 
that the financial management systems of executing and implementing agencies regarding the 
sources and uses of project funds. The FMA focused mainly on fund flows, organization and 
staffing, accounting policies and procedures, internal controls, financial reporting and 
monitoring, internal and external audits, and information systems. It drew on lessons learned in 
ongoing tranche 1 and on the results of the FMA questionnaire;3 discussions with officials of 
TNUIFSL, ULBs and CMA; and other information available through various reports.  
 
6. The major risk factors identified during the assessment that need to be addressed 
include the following: 

(i) delay in setting up dedicated PIUs may hamper the timely and effective 
implementation of the proposed project; 

(ii) processes may be delayed by vacant positions in the accounts divisions of 
VCMC, MCMC, and TCC and lack of dedicated accounts staff positions in PIUs; 
and 

(iii) the lack of a training plan on ADB procedures for accounts staff in the PMU and 
PIUs may cause delays in day-to-day financial management. 

 
7. Despite the highlighted risks, financial management arrangements are satisfactory, 
taking into consideration ongoing actions by the Government of Tamil Nadu, MAWS, CMA, and 
TNUIFSL, as well as ongoing reform and capacity development under various programs.4 The 
overall risk assessment for the proposed tranche is moderate. The action plan for mitigating the 
foreseen risks includes the following measures: 

(i) CMA and MAWS expediting the establishment of PIUs in implementing agencies; 
(ii) filling vacant positions in VCMC, MCMC, and TCC and creating or assigning 

dedicated account staff positions to support PIUs to mitigate risk; 
(iii) the scope of internal audit functions expanded to include project activities; and 
(iv) extending full training and capacity-building support with the help of ADB to 

improve financial management capacity in the PMU and PIUs. 
 

Table 1: Consolidated Financial Management Inherent and Control Risk Assessment 
Risk Type Risk Assessment Proposed Mitigation Measures 
A. Inherent Risk 
Country- 
specific risks  
(India) 

LOW 
Financial management capacity and auditing 
standards in India are sound.  
India has a strong accounting profession, though 
accounting is done on cash basis at most levels of 
the government. 
 
The Government of Tamil Nadu has taken initiatives 
to improve governance, accountability, and 

 
Not applicable  

 
3  The questionnaire dealt with (i) executing and implementing agencies, (ii) fund-flow arrangements, (iii) staffing, 

(iv) accounting policies and procedures, (v) internal audit, (vi) external audit, (vii) reporting and monitoring, and (viii) 
information systems. 

4  The Government of Tamil Nadu is implementing the Urban Tree Information System, which is an e-governance 
initiative with more than 20 modules in all municipalities and corporations in Tamil Nadu except the greater 
Chennai Corporation. The system will manage most activities—such as building plan approval, tax assessments, 
the issue of birth and death certificates, and accounts—online in a time-bound manner, improving citizen services. 
Further, a separate Tamil Nadu municipal accounting manual and Tamil Nadu budget manual for ULBs has been 
developed, and staffers are trained to use them for more efficient budgeting and accounting. 
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Risk Type Risk Assessment Proposed Mitigation Measures 
transparency through a mix of reforms in 
administration, service delivery, and public finance 
management. No significant financial management 
risks need to be addressed in the coming years.    

Entity-specific  
risks (TNUISL, 
executing agency) 

LOW 
TNUIFSL has experience in implementing various 
projects funded by the World Bank (Second Tamil 
Nadu Urban Development Project, Third Tamil Nadu 
Urban Development Project, and Tamil Nadu 
Sustainable Urban Development Project), KfW 
(Sustainable Municipal Infrastructure Financing in 
Tamil Nadu—SMIF-TN-I, SMIF-TN-II-1, and SMIF-
TN-II-2), and the Japan International Cooperation 
Agency (Tamil Nadu Urban Infrastructure Project).  

 
Not applicable 

Project-specific risks MODERATE 
A complex institutional setup has several entities 
incurring expenditures. However, project 2 will 
finance similar activities as did project 1 with a 
similar setup with regard to financial management.   

 
Financial management lessons and 
good practices established as part 
of ongoing project 1 will be 
incorporated into project 2. 

Overall 
Inherent Risk 

MODERATE 

B. Control Risk  
Executing and 
implementing 
entities 

MODERATE 
The executing agency and most implementing 
agencies have experience in implementing 
externally funded projects. However, they have only 
limited experience in implementing ADB-financed 
projects, as project 1 started only recently. 
 
PIUs under project 1 are still being established, 
which may cause delays in implementation.  
No PIU is in place for CMA and ULBs. 
 

Executing and implementing 
agencies use established financial 
management practices carried over 
from other externally financed 
projects, including ADB-financed 
project 1. 
 
The Government of Tamil Nadu, 
the executing agency, and 
implementing agencies will ensure 
that PIUs are established in a 
timely manner. 
The PMU will closely monitor 
performance and coordinate 
financial management activities as 
necessary in PIUs and 
implementing agencies. 
New staff will be trained on ADB 
procedures. 

Flow of funds 
 

MODERATE 
Fund flows to seven PIUs are decentralized and 
complex. 
 

 
The Government of Tamil Nadu 
and TNUIFSL, the executing 
agency, will allocate project funds 
using established mechanisms. 
The PMU and executing agency 
will prepare all withdrawal 
applications to be submitted to 
ADB through the controller of aid 
accounts and audit. 
Statement of expenditure 
procedures will not be adopted 
initially. All expenditures are 
expected to be claimed from ADB 
through the reimbursement 
method. 

Staffing  SUBSTANIAL 
Vacant positions in VCMC, MCMC, TCC and the 
absence of dedicated accounts positions in the 
proposed PIU may hamper the effective 

 
Vacant positions in the PIUs will be 
filled before implementation. 
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Risk Type Risk Assessment Proposed Mitigation Measures 
implementation of tranche 2. 
 
PMU and PIU staff lack knowledge of project 
financial management arrangements and ADB 
procedures. 

All PIUs will be supported by 
adequate financial staff.  
  
Training and capacity building will 
be provided to all project financial 
management staff with regard to 
project financial management 
arrangements, respective duties 
and responsibilities, and ADB 
procedures and financial 
management requirements. 

Accounting policies 
and procedures 

LOW 
Policies and procedures are well documented in the 
executing and implementing agencies. 
 

 
The PMU and executing agency, 
and the PIUs and ULBs, will update 
their charts of accounts to allow 
them to maintain separate books 
for project 2 and produce 
harmonized financial reports. This 
is currently being done under 
project 1. 

Internal audit MODERATE 
The internal audit of the executing agency is 
conducted by an external firm. 
 
The Local Fund Audit Department undertakes 
internal audits of most implementing agencies. 
 
No Internal audit is yet arranged for AMC and CMA. 

 
The scope of existing internal audit 
to include project activities. 
AMC and CMA incur only limited 
expenditures. 

External audit 
(entity level) 

LOW 
Entity audits done on time.    

 
Not applicable. 

External audit 
(project level) 

MODERATE 
Several separate entities that incur expenditures will 
be audited separately, which may fragment 
information and delay the submission of individual 
reports. 

 
Each entity’s project financial 
statements will be audited 
separately by an auditor engaged 
by the PMU in accordance with the 
audit terms of reference agreed by 
ADB, the Department of Economic 
Affairs, and the Comptroller and 
Auditor General. The standard 
terms offer the draft format of the 
financial statements and of various 
audit opinions. 
The PMU will compile all the audit 
reports for submission to ADB. 

Reporting and 
monitoring  

MODERATE 
Reporting arrangements are decentralized among 
several entities. Delay in reporting expenditure is a 
risk considering the high number of implementing 
agencies.  
 
 

 
Harmonized project-specific 
financial reporting templates will be 
developed in line with established 
practice. 
 
Implementing agencies will submit 
financial reports to the PMU within 
agreed deadlines. 
    
Key data on financial management 
and financial progress will be 
included in periodic progress 
reports to facilitate real-time 
monitoring. 
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Risk Type Risk Assessment Proposed Mitigation Measures 
Information systems LOW 

The executing agency and each PIU have 
computerized accounting software and systems, the 
executing agency using Tally. ERP 9 and the ULBs 
the Urban Tree Information System. 

 
The PMU and each PIU will use 
existing accounting systems and 
established reporting formats.  

Overall 
Inherent Risk 

MODERATE 

ADB = Asian Development Bank, AMC = Ambur Municipal Council, CMA = Commissionerate of Municipal 
Administration, ERP = enterprise resource planning, MCMC = Madurai City Municipal Corporation, PMU = program 
management unit, PIU = program implementation unit, SMIF-TN = Sustainable Municipal Infrastructure Financing-
Tamil Nadu, TCC = Tiruchirapalli City Corporation, TNUIFSL = Tamil Nadu Urban Infrastructure Financial Services 
Limited, ULB = urban local body, VCMC = Vellore City Municipal Corporation. 
Source: Asian Development Bank. 
 

Table 2: Financial Management Action Plan 
Current scenario Risk Agreed Action Target date 
Implementation 
arrangements 
 
 
Establishment of PIU is in 
progress 

Tranche 1 has started, and 
tranche 2 preparation is being 
prepared.  
 
The lack of a dedicated PIU 
will hamper the timely and 
effective implementation of 
the project 

All PIUs will be set up and made 
fully operational.  
 
CMA and MAWS will expedite the 
establishment of PIUs. 

By project 
effectiveness 

Staffing 
 
Positions are vacant in 
accounts section in VCMC, 
MCMC, and TCC.  
 
No accounts positions are 
identified to support the 
proposed PIUs. 

Vacant positions in VCMC, 
MCMC, and TCC and the 
absence of dedicated 
accounts positions in the 
proposed PIU may hamper 
the effective implementation 
of tranche 2. 

Vacant positions in VCMC, MCMC, 
and TCC will be filled.  
 
All PIUs will be adequately 
supported by designated financial 
staff. 
 

By project 
effectiveness 

Internal audit 
 
Existing Internal audit 
functions may not include 
project activities. 
No internal audit 
mechanism exists in Ambur 
Municipal Council or CMA. 

The lack of an efficient 
internal audit system may 
hamper internal checks on 
policies and procedures.  

Existing internal audit functions will 
be expanded to include project 
activities. 
 

Throughout the 
life of the project 

Staff training 
 
A staff training plan is not in 
place. 

A lack of training on ADB 
procedures for accounts staff 
in the PMU and PIUs may 
affect the financial 
management of tranche 2. 

Extending full training and capacity 
building support with the help of the 
contract management and 
supervision consultant and ADB will 
improve financial management 
capacity in the PMU and PIUs. 

By project 
effectiveness 

Financial reporting 
 
Project financial reporting 
arrangements are not 
established.  

Reporting arrangements are 
decentralized among several 
entities, posing a risk of delay 
in reporting on financial 
transactions and the status of 
financial management. 

Annual and quarterly financial 
reporting templates and deadlines 
will be agreed.  
 
Information on financial 
management and financial progress 
will be included in periodic progress 
reports to facilitate real-time 
monitoring.a 

By project 
effectiveness. 
 
 
Throughout the 
life of the project 
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Current scenario Risk Agreed Action Target date 
External audit 
 
Several separate entities 
incur expenditures as part 
of the project. 

The submission of the 
complete set of audited 
project financial statements 
may be delayed, or the 
information may be 
fragmented.   

PMU and PIU project financial 
statements will be audited 
separately by an auditor engaged by 
the PMU in accordance with the 
audit terms of reference agreed by 
ADB, the Department of Economic 
Affairs, and the Comptroller and 
Auditor General. The PMU will 
compile all audit reports for 
submission to ADB. 

Throughout the 
life of the project 

ADB= Asian Development Bank, CMA = Commissionerate of Municipal Administration, MAWS = Municipal 
Administration and Water Supply Department, MCMC = Madurai City Municipal Corporation, PMU = program 
management unit, PIU = program implementation unit, TCC = Tiruchirappalli City Corporation, VCMC = Vellore City 
Municipal Corporation. 
a  The reports, to be agreed during implementation, may include (i) cash recipient and payments by financing source 

and expenditure category; (ii) financial versus physical progress report; (iii) lists of signed contracts; and (iv) follow-
up on the status of the financial management action plan, compliance with financial loan covenants, past external 
and internal audit observations related to the project, and agreed actions recommended by review missions.  

Source: Asian Development Bank. 
 



Supplementary Appendix B 

CLIMATE RISK ASSESSMENT AND MANAGEMENT REPORT 
 
I. Basic Project Information 
Project title: Tamil Nadu Urban Flagship Investment Program (49107-005) 
Project budget (tranche 2): ADB financing: $206 million; government: $387 million  
Location: Tamil Nadu, India 
Sector: Water and other urban infrastructure and services 
Theme: Urban infrastructure / climate change and disaster risk management 
Brief description 
 
Project 2 will improve water supply and sewerage systems in five cites (Ambur, Madurai, Tiruchirappalli, 
Tiruppur, and Vellore) by repairing and upgrading existing networks and building new supply and treatment 
infrastructure. The project will make these systems more reliable, sustainable, and climate resilient through 
an integrated approach, adopting lessons learned and introducing good practices in infrastructure design, 
procurement, and construction. The investments will improve service delivery and management capacity 
in urban local bodies (ULBs). The following are the key project outputs: 
 
Output 1: Universal access to basic water and sanitation services achieved (Vision Tamil Nadu 2023)a  
Output 2: World-class cities and industrial corridors across the state developed (Vision Tamil Nadu 2023)a  
Output 3: Water security and reduced vulnerability to climate change in urban areas, and enhanced share 
of renewable energy achieved (Tamil Nadu Sustainable Water Security Mission, State Action Plan on 
Climate Change)b 
 
Key climate change measures include avoidance of energy sources that rely on fossil fuels and using 
predominantly gravity flow for conveying bulk water over long distances to meet water supply augmentation 
requirements (28,498 tons of carbon dioxide emissions avoided per annum) (Attachment 1), greenhouse 
gas capture through new sewerage systems, water conservation through nonrevenue water management 
in water-scarce areas, and placing critical infrastructure at raised elevations in light of anticipated flooding. 
a Government of Tamil Nadu. 2012. Vision Tamil Nadu 2023: Strategic Plan for Infrastructure Development in Tamil 

Nadu. Chennai.  
b Government of Tamil Nadu. 2015. Tamil Nadu Sustainable Water Security Mission. Chennai; and Government of 

Tamil Nadu. 2014. State Action Plan on Climate Change: Towards Balanced Growth and Resilience. Chennai. 
 
II. Summary of Climate Risk Screening and Assessment  
A. Sensitivity of project components to climate and weather conditions and sea level 
 
Climate stresses affect urban water supply and sewerage systems. Water supply systems that rely on 
surface sources such as rivers and reservoirs are sensitive to temperature increases and variability in 
rainfall distribution and amount, with prolonged drought is an important concern for subprojects in inland 
areas. Project components and key climate sensitivities are likely to include the following.  
Project Components 
(Urban Water and 
Sewerage Systems) 
1. Sewage collection 

and pumping 
systems (pump and 
lift stations) 

2. Sewage treatment 
plants and treated 
wastewater reuse 
and disposal 
systems 

3. House sewer 
connections 

Temperature increase may (i) increase sewage treatment requirements as 
dissolved oxygen diminishes and biological activity increases, (ii) render 
mechanical and electrical equipment less efficient, (iii) increase energy 
consumption and costs, (iv) increase evaporation losses in surface water 
sources and transmission systems, and (v) cause water quality in surface 
water sources such as reservoirs to deteriorate and require more treatment. 
 
Precipitation decline may (i) accelerate organic loading in sewerage systems; 
(ii) lower sewage flow in collection systems, causing silting in pipelines;  
(iii) change potable water sources and amounts available, necessitating 
supply-side management; (iv) require that additional and diversified sources 
be developed, with associated costs; (v) increase energy costs with higher 
drawdown at the source; (vi) cause water quality to deteriorate, requiring 
increased treatment; (vii) accelerate silting and corrosion, lowering the 
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4. Surface water intake 
systems 

5. Water pump stations 
and transmission 
mains 

6. Gravity transmission 
mains 

7. Water treatment 
plants 

8. Intermediate storage 
facilities 

9. Clear water feeder 
mains 

10. Ground-level master 
balancing service 
reservoirs and 
elevated reservoirs  

11. Distribution networks 
12. Water supply service 

house connections 
 

hydraulic capacity of transmission mains; and (viii) increase terminal point 
storage by beneficiaries and wastage. 
More frequent and intense extreme rainfall may (i) disrupt service delivery and 
urban water supply and sewerage systems and (ii) raise emergency and 
maintenance costs to repair recurring damage to infrastructure. 
 
 

B. Climate risk screeninga 
1. Higher temperatures Tiruppur and Tiruchirappalli: Medium 

Vellore, Ambur, and Madurai: Medium to high 
2. Lower precipitation Tiruppur and Tiruchirappalli: Medium 

Vellore, Ambur, and Madurai: Medium to high  
 

3. Flooding risk from 
extreme rainfall  

Tiruppur, Tiruchirappalli, and Madurai: Medium 
Vellore and Ambur: Low to medium 
 

4. Drought Tiruppur and Madurai: Medium to high 
Tiruchirappalli, Vellore, and Ambur: medium 
 

5. Cyclones Tiruppur, Tiruchirappalli, Madurai, Vellore, and Ambur: Low to medium 
 

6. Sea level rise Tiruppur, Tiruchirappalli, Madurai, Vellore, and Ambur: Low 
 

7. Earthquakes Tiruppur: Medium 
Madurai: Low to medium 
Tiruchirappalli, Vellore, and Ambur: Low 
 

Climate risk classification:  
 
Overall risk classification   : Medium 
Tiruppur and Madurai    : Medium 
Tiruchirappalli, Vellore, and Ambur  : Low to medium 
 
C. Climate risk assessment  
 
Primary climate change risks to subprojects in the short-to-medium term are higher temperatures and less 
precipitation in inland areas dependent on long-distance surface water sources (Tiruppur and Madurai) 
and areas dependent on localized subsurface and groundwater sources (Madurai). Long-term climate 
change risks that could affect subprojects are prolonged and recurrent drought in inland areas dependent 
on reliable surface water sources (Madurai).  
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Urban sewerage systems are sensitive to climate change because the efficient functioning of sewerage 
collection, treatment, and disposal systems is directly linked to sustainable and climate resilient water 
supply systems. Lower rainfall and prolonged drought may cause capacity utilization of conveyance 
systems to be suboptimal and treatment in sewage treatment plants to suffer from lowered flows and 
heightened organic loading (Tiruppur, Vellore, Tiruchirappalli, and Ambur).  
 
Water supply systems are significantly sensitive to climate change and are expected to be adversely 
affecting both quantity and quality. Critical challenges to water supply systems in inland subproject areas 
of Madurai in central and south-central Tamil Nadu include the following: (i) local subsurface and 
groundwater source availability is likely to be affected by altered precipitation patterns and increasing 
dependence on surface sources, in particular reservoirs; (ii) water pollution is at risk of worsening with the 
discharge of industrial effluents combined with lowered ecological flows in local rivers through Ambur, 
Tiruppur and Vellore; and (iii) more extreme weather events, in particular drought and flooding, may 
adversely affect supply patterns and service delivery. 
 
a   This screening is based on climate change assessments and projections reported in the climate risk and vulnerability 

assessment report, available upon request. 
 
III. Climate Risk Management Response in the Project 
 
Subprojects were designed using previous implementation experience in urban water supply and sewerage 
accrued by the Asian Development Bank (ADB), the Tamil Nadu Urban Infrastructure Financial Services 
Limited (TNUIFSL), and ULBs. Subproject design considered inputs from the Tamil Nadu State Action Plan 
for Climate Change, toward making the proposed subprojects climate resilient by adopting the following 
measures: 
 
(i) expansion and improvement of sewage collection and conveyance systems with proper 

interconnection with individual homes and providing complete sewerage infrastructure in uncovered 
towns and areas within subproject cities; 

(ii) providing new sewage treatment plants that use advanced technologies with low energy and area 
footprints and that ensure effective treatment; 

(iii) the use of treated wastewater incentivized for agriculture and industry through the establishment of 
new sewage treatment plants and augmentation of existing sewage treatment capacity, and through 
the adoption of advanced technology for treatment systems; 

(iv) ensuring access to sustainable surface-based water sources and transmission systems in inland 
areas dependent on local subsurface and groundwater sources;  

(v) reducing the use of fossil fuels to pump surface water over long distances, predominantly using 
instead gravity-based surface intake, transmission, treatment, and supply systems to lower energy 
use, saving water supply system operating costs and avoiding emissions of greenhouse gases;  

(vi) the use of updated standards, technical design, and the latest technologies and materials for key 
urban water supply and sewerage infrastructure;  

(vii) designing distribution systems to use district metering and so reduce nonrevenue water; and 
(viii) raising awareness and promoting demand-side management and water conservation by project 

beneficiaries. 
 
A climate risk and vulnerability assessment of climate change impacts and vulnerability informed detailed 
subproject design as it incorporated climate resilience and adaptation. The estimated qualifying cost of 
climate change mitigation is $174.51 million, of which ADB will finance 41.1%. The estimated qualifying 
cost of climate change adaptation measures is $60.93 million, of which ADB will finance 41.1%. Details of 
climate financing tracking for the subprojects are outlined in the climate risk and vulnerability assessment.a 
 

a  Available upon request. 
Source: Asian Development Bank
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SUMMARY CLIMATE FINANCING 
 

A. Climate Change Adaptation  
Description Value 

($ million) 
Total investment costs                                   593.00 
Total ADB financing share                                     206.00 
Climate change adaptation, qualifying cost                                  60.93 
ADB share of financing the total qualifying cost (41%)                                  25.04 

ADB = Asian Development Bank. 
 

No. Project Component & Adaptation Aspect Climate Change Risk Addressed 
Cost Item Considered as 

Qualifying Costa 
1 Output 1: Climate-resilient sewage collection and treatment, and drainage systems developed in four cities  

1a. Collection system: HSC within property 
boundary  

Uncontrolled discharge and overflows during extreme 
rainfall avoided 

Costs of HSC connection. Standard 
sewerage projects do not include 
household connections. This 
addresses climate-related flood risks.  

1b. Sewage treatment: New STPs using 
advanced technology for more complete 
treatment; incentivized reuse of treated 
wastewater 

Accelerated organic loading during periods of low 
precipitation and drought addressed   
 
Reuse to lower freshwater demand, promote water 
conservation, and address the risk of low water availability 
during drought 

New STPs only. This reduces 
pollution risk linked to climate-related 
drought and improves the long-term 
ecological health of water bodies. 
Standard STPs do not practice reuse. 
This addresses the risk of low water 
availability during drought. 

1c. SCADA in pumping system, road restoration, 
shifting of utilities, and other costs  

Prevention and control of sewage overflow during extreme 
rainfall 

SCADA cost only. This addresses 
flood risks related to climate change. 
Standard treatment projects do not 
include SCADA systems.  

2 Output 2: Water supply systems in two cities, Madurai and Tiruppur, improved with smart features 
 

2a. Intake works, transmission mains and 
sources, and pump stations: Tapping 
sustainable sources in areas far from 
reservoirs, coupled with very limited yield of 
local subsurface sources that are not perennial  

Risk of lower water availability with lower precipitation or 
drought; risk of damage from inundation of intake 
infrastructure from extreme rainfall or floods 

Diversity of water sources for 
resilience to drought. Cost of river 
embankment strengthening and 
protection works. Standard projects 
do not include such adaptation 
measures. This addresses damage to 
facilities from flood risks linked to 
climate change. 
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No. Project Component & Adaptation Aspect Climate Change Risk Addressed 
Cost Item Considered as 

Qualifying Costa 
2b. Water treatment plants and master 

balancing reservoirs: New water treatment 
plants using advanced technology for more 
complete treatment and better water quality 
and process control 

Risk of high turbidity loading caused by extreme rainfall and 
influent contaminant loading during periods of low 
precipitation and drought addressed, including water 
conservation   

Component costs such as high-rate 
triple-media-based filtration, filter 
backwash water recirculation, and 
sludge management systems to 
adapt to the effects of increased 
rainfall under climate change. 
Standard water treatment projects do 
not include such technology.   

2c. Overhead tanks, feeder mains, distribution 
systems, and house service connections:  
Flow meters in distribution systems, household-
level meters, metered tariffs, and NRW 
mitigation  

Water conservation to address risk from low precipitation 
and drought 

Bulk meters, household meters in 
distribution systems. Standard water 
projects do not include meters or 
NRW systems. This promotes water 
conservation and addresses climate-
related drought risks. 

2d. SCADA in pumping and gravity transmission, 
treatment and distribution system components, 
road restoration, shifting of utilities, and other 
costs  

Improved monitoring and control for water conservation and 
demand-side management during periods of low water 
availability caused by low precipitation and drought 

SCADA cost only. This addresses 
drought risks related to climate 
change. Standard water distribution 
projects do not include SCADA 
systems. 

3 Output 3: Institutional capacity, public awareness, and urban governance in ten cities strengthened 
3a. Contract management and supervision 

consultancy, results-based performance 
incentives, and incremental administration 
costs 

Not considered Not applicable 

HSC = house service connection, NRW = nonrevenue water, SCADA = supervisory control and data acquisition, STP = sewage treatment plant. 
a  See Attachment 2 with cost breakdown. 
Note: The climate financing estimate is based on cost of all contract packages under project 2. 
Source: Asian Development Bank 
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B. Climate Change Mitigation 

Description 
Value  

($ million) 
Total investment costs 593.00 
Total ADB financing share 206.00 
Climate change mitigation, qualifying cost 174.51 
ADB share of financing total qualifying cost (41%) 71.73 

ADB = Asian Development Bank. 
 

No. Project Component Mitigation Aspect & Basis of Selection 
Item(s) considered when 

Estimating Mitigation Cost  Reference/Comment 
1 Output 1: Climate-resilient sewage collection and treatment, and drainage systems developed in four cities  

1a. Collection system Closed conduit transport prevents sewer 
gas release into the atmosphere 

Collection system only   IPCC 4th Assessment Report Working 
Group III: Mitigation of Climate Change, 
Ch. 10.4.6 Wastewater and sludge 
treatment; and 
IPCC Climate Change & Water, Tech 
Report VI, Sec 6, Table 6.1, p130 & 
135–136. 

1b. Sewage treatment and disposal Not considered Not applicable  
1c. SCADA in pumping system, road 

restoration, shifting of utilities, and 
other costs  

Not considered Not applicable 
 

2 Output 2: Water supply systems in two cities, Madurai and Tiruppur, improved with smart features 
2a. Intake works, transmission mains 

and source, pump stations 
Predominant gravity flow, with pumping 
used only in 450 meters of overall gravity 
conveyance of 140 kilometers in Madurai 
water supply subproject 
 
Avoidance of pumping usage of 
conventional energy such as thermal or 
hydroelectric, to reduce GHG emissions.  

Specific costs of gravity flow 
components in transmission 
system (Madurai water supply) 

IPCC. Climate Change 2014: Impacts, 
Adaptation, and Vulnerability. Part A: 
Global and Sectoral Aspects, WG II, 5th 
Assessment. Report, Ch.3 Freshwater 
Resources, Sec. 3.7.2; and  
IPCC Technical Paper VI Climate 
Change & Water, WG II, Ch.3, Sec. 3.4.  

2b. Water treatment plants and 
master balancing reservoirs 

Water treatment plants using available 
hydraulic energy from gravity flow for 
treatment (Madurai water supply)  
 
Avoidance of pumping usage of 
conventional energy, such as thermal or 
hydroelectric, lowering GHG emissions  

Component cost of water 
treatment plant (Madurai water 
supply) using available 
hydraulic energy for treatment, 
thereby avoiding conventional 
energy usage 

IPCC. Climate Change 2014: Impacts, 
Adaptation, and Vulnerability. Part A: 
Global and Sectoral Aspects, WG II, 5th 
Assessment. Report, Ch.3 Freshwater 
Resources, Sec. 3.7.2; and 
IPCC Technical Paper VI Climate 
Change & Water, WG II, Ch.3, Sec. 3.4. 

2c. Overhead tanks, feeder mains, 
distribution systems, and house 
service connections  

Not considered Not applicable 
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No. Project Component Mitigation Aspect & Basis of Selection 
Item(s) considered when 

Estimating Mitigation Cost  Reference/Comment 
2d. SCADA in pumping and gravity 

transmission, treatment and 
distribution systems, road 
restoration, shifting of utilities, and 
other costs  

Not considered Not applicable 
 

3 Output 3: Institutional capacity, public awareness, and urban governance in 10 cities strengthened 
3a. Contract management and 

supervision consultancy, results-
based performance incentive, and 
incremental administration costs 

Not considered Not applicable 
 

GHG = greenhouse gas, IPCC = Intergovernmental Panel on Climate Change, SCADA = supervisory control and data acquisition. 
Note: The climate financing estimate is based on the cost of all contract packages under project 2. 
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Attachment 1: Avoided Greenhouse Gas Emissions in Tranche 2 
     

No. Description   Conventional 
Source Unit 

  Lifecycle assessment of GHG emissions     

  Material manufacturing / transport / installation                                     
10  g CO2/KWhr 

  Plant operation & maintenance                                  
460  g CO2/KWhr 

  Plant Decommissioning and Disposal (end of life)                                     
10  g CO2/KWhr 

1 Total lifecycle assessment of GHG emissionsa                                   
480  g CO2/KWhr 

a Based on USEPA-NREL Life Cycle Assessment of GHG Emissions of Energy Technologies.   

 

No. Description   Water Supply 
System 

Unit 

Output 2a: Intake and transmission system     

1 
Energy consumption for pumping from clear water reservoir of WTP to 
urban local body distribution system overhead tank – next best 
alternative source (for comparison) 

 64,311 MWhr/year 

2 Incremental energy consumption for pumping raw water from intake to 
ridge point for onward gravity flow - subproject source at Mullaiperiyar 

 8,005 MWhr/year 

A = 1 – 2 Avoided conventional energy usage by subproject through gravity flow  56,305 MWhr/year 

Output 2b: Water treatment plant     

3 Energy consumption in desalination plant - alternative source (for 
comparison) 

 3,371 MWhr/year 

4 

Minimum auxiliary internal energy consumption for chemical dosing, 
disinfection, and general loads - subproject source at Mullaiperiyar  306 MWhr/year 

B = 3 – 4 
Avoided conventional energy usage by subproject through gravity flow for 
WTP processes  3,065 MWhr/year 

Total avoided annual conventional energy consumption     
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No. Description   Water Supply 
System 

Unit 

C = A + B Total avoided annual conventional energy consumption  59,370 MWhr/year 

D Lifecycle assessment of GHG emissions using utility power from 
conventional source 

 480 g CO2/KWhr 

  Tons CO2 per KWhr energy consumed  50,000 ton CO2/KWhr 
  Tons CO2 per MWhr energy consumed  0.48 ton CO2/MWhr 

E = C x D Estimated GHG emission reduction through avoided conventional energy 
consumption 

 28,498 T CO2 eq/yr 

CO2 = carbon dioxide, eq/yr = equivalent per year, g = gram, GHG = greenhouse gas, KWhr = kilowatt-hour, MWhr = megawatt hour, WTP = water treatment 
plant. 
Note: The lower median value of lifecycle assessment of GHG emissions of coal-generated power (1,000 g CO2/KWhr) and natural gas (460 g CO2/KWhr) is 
considered for estimating equivalent reduction. 
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Attachment 2: Breakdown of Adaptation Costs under Project 2 
 

No. Link to Climate Risks Identified in the Project Climate Risk Assessment 
and Management Reporting 

Total 
Cost 

Total 
Qualifying 

Cost 
Qualifying Costs 

Non-
qualifying 

Costs 
        ADB 

funding 
Counterpa
rt funding   

    ($ million)   ($ million) ($ million) ($ million) 

1 

Output 1: Climate-resilient sewage collection and treatment, and 
drainage systems developed in four cities 

     

1a 

Sewage collection and conveyance systems: Provision of house service 
connections up to and within property boundaries to ensure full coverage, no 
discharge of untreated sewage, and proper utilization of sewerage 
infrastructure. This adaptation measure addresses the risk of discharge of 
untreated sewage from flooding during extreme rainfall events. Proportionate 
costs of connecting households to sewer system are considered “qualifying 
costs.” 

141.621 20.722 8.517 12.205 120.899 

1b 

Sewage treatment and disposal: New sewage treatment plants using 
advanced technology yield fuller treatment, which addresses the risk of 
increased organic loading during periods of low precipitation and drought. 
Incentivizing the reuse of treated wastewater to lower demand for freshwater 
for industrial, institutional, and agricultural purposes addresses the risk of low 
water availability during drought. These components are considered 
“qualifying costs.” Costs pertaining to treated wastewater disposal are related 
to system design provisions per site conditions and are considered “non-
qualifying costs.” 

13.442 12.576 5.169 7.407 0.866 

1c 

Use of updated standards, technical design, latest technologies, and 
materials for key infrastructure: The costs of supervisory control and data 
acquisition (SCADA), proposed in the pumping main and pump stations to 
improve monitoring and control toward addressing risks of sewage overflow 
during extreme rainfall events, are considered "qualifying costs." Other project 
costs, such as road restoration, and the implementation of the environmental 
management plan, aim to ensure compliance with environmental safeguards 
and make the operation and management of the system more efficient. These 
are not specifically linked to climate risks to subprojects and are therefore 
"non-qualifying costs." 

13.626 1.353 0.556 0.797 12.273 

  Output 1 subtotals 168.688 34.651 14.241 20.409 134.037 

2 
Output 2: Water supply systems in two cities improved with smart 
features 
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No. Link to Climate Risks Identified in the Project Climate Risk Assessment 
and Management Reporting 

Total 
Cost 

Total 
Qualifying 

Cost 
Qualifying Costs 

Non-
qualifying 

Costs 

2a 

Intake works, transmission mains, and pump stations: Augmenting 
surface water supply in ULBs with very limited local subsurface water sources, 
from non-perennial rivers, addresses the risk of lower water availability under 
lower precipitation or drought. Infrastructure to strengthen river embankments 
to protect intake infrastructure addresses the risk of damage to intake works 
during extreme rainfall events or floods. Such component costs are 
considered “qualifying costs.” Costs of pump stations using energy from 
conventional sources are not considered. 

104.308 0.954 0.392 0.562 103.354 

2b 

Water treatment plants (WTPs) and master balancing reservoirs:  
Constructing new WTPs using advanced technology will yield better water 
quality, which effectively addresses risk of high turbidity loading during 
extreme rainfall events and influent contaminant loading during periods of low 
precipitation and drought. Making processes more efficient in the proposed 
WTPs—with, for example, high-rate triple-media-based filtration, filter 
backwash water recirculation, and sludge management systems—saves water 
and thereby addresses risks from lower precipitation and drought. These are 
considered “qualifying costs.” 

20.286 5.072 2.084 2.987 15.215 

2c 

Overhead tanks, feeder mains, distribution networks, house service 
connections, and water metering: Providing flow meters in the distribution 
system and household meters to implement volumetric tariffs and mitigate 
nonrevenue water will make water management more efficient and enable 
water conservation to address the risk of lower water availability under lower 
precipitation and drought. These are considered "qualifying costs." Costs such 
as feeder mains, overhead tanks, distribution network pipelines, and house 
service connections that are part of conventional system design are not 
considered. 

156.604 11.505 4.728 6.776 145.099 

2d 

Use of updated standards, technical design, latest technologies such as 
SCADA for key infrastructure and other costs: Costs for SCADA—
proposed in water supply systems at headworks, transmission systems, WTP, 
and the feeder main system to improve monitoring and control and so ensure 
water conservation and demand-side management—are considered 
“qualifying costs.” Other items such as road restoration are not connected to 
climate resilience building and therefore not considered. 

9.341 8.744 3.594 5.150 0.597 

  Output 2 subtotals 290.538 26.274 10.799 15.475 264.264 
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3c Output 3: Institutional capacity, public awareness, and urban governance 
in 10 cities strengthened           

  

Costs for strengthening project management and service delivery capacity in 
project implementation units, and of subproject staff in urban local bodies to 
build awareness of climate change risks and impacts on water supply and 
sewerage system service delivery, are considered “qualifying costs.” Other 
costs are considered “non-qualifying costs.” 

23.033    23.033 

  Output 3 subtotals 23.033    23.033 

         

  Total cost 482.259 60.925 25.040 35.885 421.334 

       

 Description 

 Amount  
($ 

million)      

 ADB financing amount 
                 
206.011      

 Total qualifying cost under ADB funding 
                   

25.040      

 Climate finance tracking 12.15%     
      
                  Note: ADB financing share of works is 41.1% 
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Attachment 3: Breakdown of Mitigation Costs under Project 2 
 

No. Link to Climate Risks Identified in the Project Climate Risk 
Assessment and Management Reporting 

Total 
Cost Climate Change Mitigation Costs Non 

Qualifying 
Costs       Total 

Qualifying 
ADB 

Financing 
Counterpart 
Financing 

    US $ Mill   US $ Mill US $ Mill US $ Mill 

1 
Output 1: Sewage collection improved and climate friendly treatment 
systems introduced           

1a. 

Sewage Collection & Conveyance Systems: Closed conduit sewage 
transport prevents leakage of gas to atmosphere from open discharge and 
ponding in low-lying areas resulting in lowered carbon emissions in 
sewered areas compared to unsewered areas. Provision of full-fledged 
collection system in unsewered areas is considered as a climate change 
mitigation measure. Component costs of sewage pump/ lift stations that 
utilize electricity from conventional sources are not considered. 

141.621 88.840 36.513 52.327 52.781 

1b. 

Sewage Treatment & Disposal: Treatment of sewage and sludge from 
STPs with advanced technology based aerobic treatment processes 
resulting in incentivization of reuse of treated wastewater is considered as 
part of climate change adapation measures. 

13.442 - - - 13.442 

1c. 

Use of updated standards, technical design, latest technologies and 
materials for key infrastructure:  Cost components such as SCADA 
proposed in the pumping main and pump stations to improve monitoring 
and control are considered as climate change adaptation measures. Other 
costs (utilities, road restoration etc.) are not linked to the context of climate 
risks in the sub-project areas and therefore not considered at mitigation 
measure(s). 

13.626 - - - 13.626 

  Sub-Totals Output 1 168.688 88.840 36.513 52.327 79.848 
2 Output 2: Access to reliable and smart water supply improved      

2a. 

Intake Works, Transmission Mains & Pump Stations: Sustainable 
surface source abstraction and transmission through predominant gravity 
flow (Madurai - overall gravity based conveyance of 140 km with minimal 
pumping 0.45 km) enables avoidance of pumping energy charges 
(conventional energy based) leading to lowered carbon emissions 
compared to systems dependant on long distance pumping from remote 
reservoirs and/or coastal area based desalination systems to inland 
beneficiaries. Specific cost components in such sub-project ULBs are 
considered as climate change mitigation measures. Component costs that 
are reliant on pumping and utilize conventional energy sources are NOT 
considered. 

104.308 78.653 32.326 46.327 25.654 
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2b 

Water Treatment Plants (WTP) & Master Balancing Reservoirs: Water 
Treatment Plant utilizing available hydraulic energy (Madurai) at raw water 
inlet for treatment process (other than minor pumping used for chemical 
dosing and disinfection requirements) - This component enables 
avoidance of recurring pumping energy charges leading to lowered carbon 
emissions when compared to pumping energy dependant water treatment 
and transmission systems. Therefore, such component costs are 
considered as climate change mitigation measures. Other cost 
components reliant on pumping that utilize conventional fossil fuel based 
energy are NOT considered. 

20.286 7.020 2.885 4.135 13.266 

2c 

Overhead Tanks, Feeder Mains, Distribution Network, House Service 
Connections & Water Metering:  Components such as provision of flow 
meters in the distribution system, household level meters to implement 
volumetric tariff based systems and mitigate NRW are considered as 
Climate Change Adaptation measures. Cost components that are part of 
conventional system design provision are also not considered as climate 
change mitigation measures. 

156.604 - - - 156.604 

2d 

Use of updated standards, technical design, latest technologies 
(SCADA) for key infrastructure and Other Costs: Cost components 
such as SCADA proposed in the water supply system for improved 
monitoring and control are considered as climate change adaptation 
measures. Other costs (road restoration etc.) are not linked to the context 
of climate risks and therefore not considered as mitigation measure(s). 

9.341 - - - 9.341 

  Sub-Total Output 2 290.538 85.673 35.212 50.462 204.865 

3c Output 3: Institutional capacity, public awareness, and urban 
governance strengthened 

     

  Cost for soft components in Output 3 are not linked to mitigation of climate 
change and are therefore are not considered. 23.033 - - - 23.033 

 
Sub-Total Output 3 23.033 - - - 23.033 

         

  Grand Total Cost 482.259 174.513 71.725 102.788 307.746 

Description 

 Amount  
($ 

million)  

ADB financing amount 
                 
206.011  

Total qualifying cost under ADB funding 
                   

71.725  

Climate finance tracking 34.82% 
Note: ADB financing share of works is 41.1% 



Supplementary Appendix C 

COMMUNITY AWARENESS AND PARTICIPATION PLAN FOR TRANCHE 2 

Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
CAPP planning 
and activity 
calendar and 
monitoring 
format  

Governance 
improvement 
and awareness 
consultant  

Work plan and activity calendar including 
monitoring format for CAPP activities prepared 
by the governance improvement and awareness 
consultant  

Year 1 after 
finalization of the  
detailed project 
report   

CAPP implementation and 
monitoring calendar developed, 
reviewed, and approved by the 
executing agency  
 

Pre-construction Phase 
 
 
 
 
 
 
 
 
 
 
Project 
information 
and orientation 
on ADB 
policies  

PMU and PIU,  Half-day project orientation workshops with 
equitable representation of female staff and 
members 
 
MOV: agenda, brief report of the workshop, 
participants feedback, and sex-disaggregated 
data maintained and reported after each 
workshop 
 
 

Year 1 after 
finalization of the 
detailed project 
report and before 
the start of 
construction  
 
1 half-day 
workshop every 6 
months for each 
stakeholder 

Participants will better understand 
project components; the link 
between improved water supply 
and sanitation infrastructure and 
development outcomes for good 
health, women’s empowerment, 
and environmental conservation; 
ADB policies and relevant social 
and environmental safeguard 
plans and requirements; labor 
laws and compliance; data 
requirements; grievance redressal 
mechanisms; implementation, 
monitoring and reporting 
requirements; GAP and CAPP, 
and their role in project 
implementation and monitoring 

project steering 
committee 
members, 
counsellors,  
project 
consultants, 
contractors, 
and ULB 
committee 
members  

Community 
members and 

Information sharing and consultation through 
group events in slum and other areas, meetings, 
door-to-door activities on project benefits, 
implementation schedule, water conservation 
benefits and methods, health and sanitation 
linkages, judicious use of infrastructure such as 
underground drainage; and women’s safety and 
security, menstrual hygiene, waste segregation, 
employment opportunities on the project, and 
grievance-redress mechanisms; tariff schedules, 
discussion on community concerns, in 
coordination with councilors 
 
Two behavior-change communication events in 

Years 1 and 2, 
just before start 
of civil works 

Community members, community 
groups, and students will become 
aware of the project scope, water 
sanitation and health linkages, 
improved knowledge of menstrual 
hygiene including disposal, water 
conservation, and project 
grievance mechanisms.  
 
Community members in slum 
areas will be sensitized to the 
risks associated with open 
defecation such as environmental 
pollution, health problems, high 

other groups: 
self-help 
groups, 
students, and 
community-
based 
organizations 
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Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
project ULBs organized (target: 40% female 
participation) 
 
Events for students such as essay and painting 
competitions organized, and behavior change 
slogans designed, in consultation with the 
education department in each ULB   
 
MOV: Brief report of the consultation, meeting, or 
school event with resource material, program 
schedule, photographs, sex-disaggregated 
participation data, and post-consultation survey 
data maintained and reported after each activity 

child mortality, and poor nutrition, 
and they will be provided 
information to enable them to 
access government toilet 
programs.    

Affected people  Consultations and meetings on project 
resettlement plans and framework. The objective 
will be to make affected people aware of their 
entitlements under the project and of 
mechanisms for compensation and grievance 
redress, and to mitigate potential conflict, 
understand views of affected people on 
resettlement and compensation, and agree on 
resettlement processes, location, timing, and 
compensation.  
 
Minimum of three meetings in all program cities 
with identified affected people 
 
MOV: Consultation reports that reflect affected 
person issues, safeguard implementation status, 
and follow-up actions prepared and submitted; 
social and sex-disaggregated data maintained on 
consultations with affected people 
 

Years 1–3  Affected people understand 
project and safeguard 
requirements, their entitlements 
under the project, and grievance-
redress mechanism. 
Issues, if any, are mitigated by 
appropriate actions.   

Develop and 
disseminate 
strategic visual 
and audio 
material 

Community 
members  

Mass information sharing through the 
development and dissemination of visual and 
audio material, radio programs, television 
advertisements, and flex boards, as feasible. The 
material should include gender responsive and 

Years 1–4  Key stakeholders are informed 
about the program and their 
contribution. The audio and visual 
materials will enhance 
understanding of water sanitation 
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Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
socially inclusive messaging.   
 
MOV: Pictures and visual and audio programs  

and health linkages, the 
importance of water conservation 
and waste segregation, and other 
social messages on gender 
discrimination, women’s 
empowerment, safety, and 
security 

Construction Phase 
Project 
orientation 
workshop for 
contractors 
 

Contractors and 
workers  

Awareness meetings related to health and 
hygiene, HIV/AIDS, other communicable 
diseases, and labor rights with a special focus on 
women in the workforce and their requirements; 
adherence to core labor standards including 
equal pay for work of equal value; workshops to 
include information of good practices for safety 
during construction and minimizing community 
inconvenience during construction; contractors 
apprised of the need to encourage female 
workforce participation in construction and to 
present labor data in muster rolls in a sex-
disaggregated matter; and partnership with the 
state AIDS-control society for awareness of 
sexually transmitted diseases including 
HIV/AIDS. 
     
MOV: Reports on consultations and rapid 
assessments of sample work sites after 
consultations  

Years 1–4, upon 
contractor 
mobilization 
 
100% of 
contractors at 
100% of 
worksites  

Contractors sensitized, as key 
stakeholders, to community 
issues and contract requirements 
related to social and gender 
issues. Workers made aware of 
their rights and of other issues: 
health, hygiene, social security, 
and special provisions for women 
workers.   

Water and 
sewerage 
connection 
camp 

Potential 
consumers in 
partnership with 
local 
counsellors  

Create awareness regarding procedures for 
water supply and sewerage connection, tariff 
rules, user charges, and application procedure; 
record the priorities and address the concerns of 
the potential users regarding household 
connection procedures and tariffs   
 
Three camps in each ULB, with equitable female 
participation 
  

Years 3–4  Increased awareness and 
demand for new water supply and 
sewerage connections among 
potential users 
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Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
MOV: Report on community participation, camp 
proceedings, including the priorities and 
concerns of the potential users and the number 
of new applications received; data on 
participation maintained in a sex-disaggregated 
manner 

Refresher 
training and 
orientation on 
ADB policies 
and project 
progress   

PMU and PIU,  
project steering 
committee 
members,  
councilors,  
project 
consultants, 
contractors, and  
ULB committee 
members 

Refresher training on ADB policies, including 
safeguards, procurement, and gender, and on 
the implementation progress; one session 
dedicated to approaches in integrating gender 
equality and social inclusion in urban 
governance, GAP implementation 
responsibilities, data collection, and progress 
reporting requirements 
 
MOV: Agenda, brief report of the workshop, 
participants’ feedback and sex-disaggregated 
data maintained and reported after each 
workshop 

Year 3–4 Participant project functionaries 
will better understand project 
implementation, progress, 
bottlenecks, safeguards, 
mitigation strategies. They will be 
aware of approaches to integrate 
gender equality and social 
inclusion in urban governance, 
GAP implementation 
responsibilities, data collection, 
and reporting on progress on 
these matters.  

PMU and PIU 
monitoring 
meetings  

PMU and PIU  
 

Quarterly half-day meetings organized before 
finalizing quarterly progress reports to discuss 
progress and issues, with the GAP progress 
report discussed in these meetings 
 
MOV: Minutes of monitoring meetings; quarterly 
progress and social safeguard monitoring reports 
covering GAP and CAPP implementation 
progress and issues discussed in the meetings  

Entire 
implementation 
period  

Executing and implementing 
agency staff develop better 
insights into project requirements, 
contribute more efficiently to 
project progress, and take 
appropriate measures to mitigate 
implementation delays.    

Field 
monitoring 
every quarter 
to oversee 
GAP and CAPP 
implementation 
progress   

Affected people 
in communities, 
and at labor 
camp and work 
sites working 
along with 
implementation 
consultants, 
permitting key 
informant 

Quarterly field monitoring to assess progress; 
interaction with community members, specially 
women, on any concerns; GAP and social 
safeguard implementation; community 
participation  
 
MOV: Reports of field level monitoring included 
in quarterly progress and social safeguard 
monitoring reports 

Entire 
implementation 
period 

A better understanding of CAPP, 
GAP, and social safeguard 
implementation will inform 
midcourse corrections and 
mitigation.  



 5 

Activity 
Target 

Stakeholders Objectives and Methodology Time Frame Expected Outcome 
interviews and 
focus group 
discussions 

ADB = Asian Development Bank, CAPP = community awareness and participation plan, GAP = gender action plan, HIV/AIDS = human immunodeficiency virus 
and acquired immunodeficiency syndrome, MOV = means of verification, PIU = program implementation unit, PMU = program management unit, ULB = urban 
local body. 



Supplementary Appendix D 

FINANCIAL SENSITIVITY ANALYSIS AND MITIGATION MEASURES 
 

I. BACKGROUND 

1. The tariff philosophy is not premised on full cost recovery for water supply and sewerage 
services of urban local bodies (ULBs) in this project. With this background, the financial analysis 
focused on assessing the potential for operations and maintenance (O&M) cost recovery from the 
income of all subprojects over a 20-year operation period. The following assumptions were used: 
(i) regular tariff revisions of 10% every two years; (ii) current rate of collection efficiency, ranging 
between 66%-90%, for the start of operations in 2026, (iii) annual increase in collection efficiency 
based on historical trends (0.5%-11.9%); and (iv) annual increase in O&M costs by 6.5% for water 
supply and 7.5% for sewerage. The results of the analysis showed that, under the assumptions, 
the estimated incomes of all subprojects would cover the full O&M costs during the entire 
operation period.   
 
2. An analysis of historical trends shows that tariffs and collection efficiency have changed 
over time without following a pattern of fixed or regular intervals. It is important for urban local 
bodies (ULBs) to be able to sustain their subprojects from own source revenue since the financial 
position of the Government of Tamil Nadu (GOTN) recorded deficit from 2014 onwards, mainly 
due to the increase in interest payment caused by taking over of part of debt obligation of power 
utility. A sensitivity analysis is conducted to identify potential risk factors that will affect overall 
incomes and costs of subprojects with respect to the assumptions followed for the O&M cost 
recovery analysis. The following variables were considered as downside risks: (i) a decline in tariff 
increase rate, (ii) a decline in collection efficiency increase rate, (iii) an increase in O&M costs 
due to capital cost overrun, (iv) an increase in O&M cost growth rate, and (v) a combination of the 
above factors.  
 

II. SENSITIVITY ANALYSIS 

A.  Decline in Tariff Increase Rate 
 
3. Two cases of a decline in tariff increase rate were assumed in the comparison with the 
base case of ‘10% every 2 years’: (i) Case 1: 5% increase every 2 years and (ii) Case 2: 10% 
increase every 5 years. The results showed that 3 out of 6 subprojects would cover their full O&M 
costs from incomes in 2036, the 10th year of operation; while 3 subprojects (water supply in 
Madurai, water supply in Tiruppur and sewerage in Tiruppur) would cover only part of O&M costs 
from their incomes (Table 1).  
 

Table 1: Decline in Tariff Increase Rate in 2036 (₹ million) 
Case Ambur (sewerage) Madurai (water supply) Tiruchirapalli (sewerage) 

Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 
Base  110.9 72.6 38.3 0.65 1,717.9  1,285.5 432.4 0.75 196.1  132.1  64.0  0.67  
Case I   89.5 72.6 16.9 0.81 1,235.3 1,285.5   (50.2) 1.04 151.6 132.1 19.5 0.87 
Case II   78.4 72.6   5.8 0.93 1,103.5 1,285.5 (182.0) 1.17 139.5 132.1   7.4 0.95 

Case Tiruppur (sewerage) Tiruppur (water supply) Vellore (sewerage) 
Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 

Base  802.9  505.8  297.1  0.63  1,655.0  1,273.4  381.6  0.77  152.6  118.4  34.2  0.78  
Case I 554.6 505.8   48.8 0.91 1,313,9 1,273.4 40.5 0.97 125.0 118.4   6.6 0.95 
Case II 486.8 505.8   (19.0) 1.04 1,240.4 1,273.4 (33.0) 1.03 119.5 118.4   1.1 0.99 
OR = Operating Ratio 
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B.  Decline in Collection Efficiency Increase Rate 
 
4. Two downside scenarios of a decline in collection efficiency increase rate were assumed 
in comparison with the base case, which is the the current collection efficiency for 2026 and 
annual increase of collection efficiency based on historical trend. The downside scenarios used 
are (i) Case 1: 50% decrease of annual growth rate in collection efficiency during operations and 
(ii) Case 2: 50% decrease of collection efficiency in 2026. In both cases, 4 out of 6 subprojects 
are estimated to cover full O&M costs from their incomes in 2036, the 10th year of operations, 
since their collection efficiency of water supply or property taxes is already high. The other 2 
subprojects (sewerage in Ambur and sewerage in Vellore) would cover only part of O&M costs in 
Case 2 from incomes (Table 2).  
 

Table 2: Decline in Collection Efficiency Increase Rate in 2036 (₹ million) 
Case Ambur (sewerage) Madurai (water supply) Tiruchirapalli (sewerage) 

Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 
Base  110.9 72.6 38.3 0.65 1,717.9  1,285.5 432.4 0.75 196.1  132.1  64.0  0.67  
Case I 106.1 72.6 33.5 0.68 1,717.9  1,285.5 432.4 0.75 196.1  132.1  64.0  0.67  
Case II   70.4 72.6 (2.2) 1.03 1,643.7 1,285.5 358.2 0.78 174.9 132.1 42.8 0.76 

Case Tiruppur (sewerage) Tiruppur (water supply) Vellore (sewerage) 
Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 

Base  802.9  505.8  297.1  0.63  1,655.0  1,273.4  381.6  0.77  152.6  118.4  34.3  0.78  
Case I 802.9  505.8  297.1  0.63  1,655.0  1,273.4  381.6  0.77  149.3 118.4 30.9 0.79 
Case II 802.9  505.8  297.1  0.63  1,655.0  1,273.4  381.6  0.77    86.2 118.4 (32.2) 1.37 
OR = Operating Ratio 
 
C.  Increase in Operations and Maintenance Costs Due to Capital Costs Overrun  
 
5. An increase in O&M costs due to a capital cost overrun were assumed in comparison with 
the base case, which is the subproject cost estimate. The scenarios used are: (i) Case 1: 10% 
annual O&M costs increase and (ii) Case 2: 20% annual O&M cost increase. The results show 
that all subprojects would cover full O&M costs from their incomes in 2036, the 10th year of 
operation (Table 3).  
 

Table 3: Increase in Operations and Maintenance Costs Due to Capital Cost Overrun in 
2036 (₹ million) 

Case Ambur (sewerage) Madurai (water supply) Tiruchirapalli (sewerage) 
Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 

Base  110.9 72.6 38.3 0.65 1,717.9  1,285.5 432.4 0.75 196.1  132.1  64.0  0.67  
Case I 110.9 79.9 31.0 0.72 1,717.9 1,414.0 303.9 0.82 196.1 145.3 50.8 0.74 
Case II 110.9 87.2 23.7 0.79 1,717.9 1,542.6 175.3 0.90 196.1 158.5 37.6 0.81 

Case Tiruppur (sewerage) Tiruppur (water supply) Vellore (sewerage) 
Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 

Base  802.9  505.8  297.1  0.63  1,655.0  1,273.4  381.6  0.77  152.6  118.4  34.3  0.78  
Case I 802.9 556.3 246.6 0.69 1,655.0 1,400.7 254.3 0.85 152.6 130.2 22.4 0.85 
Case II 802.9 606.9 196.0 0.76 1,655.0 1,528.0 127.0 0.92 152.6 142.0 10.6 0.93 
OR = Operating Ratio 
 
D.  Increase in O&M Cost Growth Rate 
 
6. An increase in O&M cost growth rate (Case 1: ‘20%’ and Case 2: ‘50%’) were assumed in 
comparison with the base case, which is an annual O&M cost growth rate of 6.5% for water supply 
and 7.5% for sewerage. The results show that all subprojects would cover full O&M costs from 
their incomes in 2036, the 10th year of operation when Case 1 is applied (20%), while all 
subprojects would only cover part of their O&M costs when Case 2 (50%) is applied (Table 4). 
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Table 4: Increase in Operations and Maintenance Cost Growth Rate in 2036 (₹ million) 

Case Ambur (sewerage) Madurai (water supply) Tiruchirapalli (sewerage) 
Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 

Base  110.9 72.6 38.3 0.65 1,717.9  1,285.5 432.4 0.75 196.1  132.1  64.0  0.67  
Case I 110.9 93.2 17.7 0.84 1,717.9 1,579.9 138.0 0.92 196.1 169.5 26.6 0.86 
Case II 110.9 134.7 (23.8) 1.21 1,717.9 2,142.9 (425.0) 1.25 196.1 244.8 (48.7) 1.25 

Case Tiruppur (sewerage) Tiruppur (water supply) Vellore (sewerage) 
Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 

Base  802.9  505.8  297.1  0.63  1,655.0  1,273.4  381.6  0.77  152.6  118.4  34.3  0.78  
Case I 802.9 649.0 155.8 0.81 1,655.0 1,565.1 89.9 0.95 152.6 151.9 0.7 1.00 
Case II 802.9 937.5 (134.6) 1.17 1,655.0 2,122.7 (467.7) 1.28 152.6 219.4 (66.8) 1.44 
OR = Operating Ratio 
 
E.  Combination of worst scenarios  
 
7. Based on the above results, all downside risks combined were estimated to assess the 
worst-case scenarios for all 4 assumptions across Case 1 and Case 2. The results show that all 
subprojects would cover only part of O&M costs from incomes in the combination of worst 
scenarios for both Case 1 and Case 2 (Table 5). 
 

Table 5: Combination of worst scenarios in 2036 (₹ million) 
Case Ambur (sewerage) Madurai (water supply) Tiruchirapalli (sewerage) 

Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 
Base  110.9 72.6 38.3 0.65 1,717.9  1,285.5    432.4 0.75 196.1  132.1      64.0  0.67  
Case I 89.5 93.2   (3.7) 1.04  1,253.3  1,579.9     (326.6) 1.26  151.6 169.5    (17.9) 1.12  
Case II 70.4 134.7 (64.3) 1.91  1,103.5  2,412.9  (1,309.4) 2.19  139.5 244.8  (105.3)  1.75  

Case Tiruppur (sewerage) Tiruppur (water supply) Vellore (sewerage) 
Income Costs Surplus OR Income Costs Surplus OR Income Costs Surplus OR 

Base  802.9  505.8  297.1  0.63  1,655.0  1,273.4  381.6  0.77  152.6  118.4     34.3  0.78  
Case I 554.6 649.0 (94.4) 1.17  1,313.9 1,565.1 (251.2) 1.19   125.0   649.0   (524.0)  5.19  
Case II 486.8 937.5 (450.7) 1.93  1,240.4 2,122.7 (882.3) 1.71   86.2   219.4   (133.2)  2.55  
OR = Operating Ratio 

III.     CONCLUSION 

A.     Main Findings 
 

8. Financial sustainability is a substantial risk. The results of this sensitivity analysis showed 
that all subprojects would be highly affected by (i) a delay in tariff revisions and (ii) an increase in 
O&M costs, and relatively less so by (i) an increase in O&M costs due to increase in capital costs, 
and (ii) the collection efficiency growth rate. In addition, the project ULBs would be required to 
maintain the current collection efficiency of water supply and property taxes to achieve full O&M 
cost recovery.  
 
B.      Mitigation Measures 
 
9. The analysis has identified several risks to the subprojects’ financial sustainability. The 
project includes measures to improve operational efficiency, while increasing revenue and 
decreasing costs, including the introduction of metering and volumetric billing, 100% household 
connections and non-revenue water management.  
 
10. The government has also agreed to the following 3 covenants related to financial 
sustainability: 
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(i) The State government will ensure that TNUIFSL, through its on-lending agreements 
with the ULBs, requires that the ULBs commit sufficient financial and human resources 
to properly operate and maintain project facilities under the subprojects; 

(ii) The State government shall ensure that adequate funds towards the O&M of project 
facilities, through budgetary allocation or other means, be provided to the ULBs, during 
and after subprojects’ completion; and 

(iii) The State government will cause the ULBs to prepare by  December 2020, and 
effectively implement by December 2023, (a) systematic plans for improving cost 
recovery of O&M, and enhancing revenues and reducing costs, which include, among 
others,  enhanced  coverage,  rationalization  of  tariffs,  reduction  of  nonrevenue  
water  and operations  costs,  improved  billing  and  collection  efficiency; and (b) a 
predictable and institutionalized intergovernmental transfer mechanism. 

 
11. The Asian Development Bank (ADB) shall provide guidance on the preparation of 
systematic plans (para 10 iii above). The plans should include the following: (i) establishment of 
tariff revision structure, (ii) numerical targets on billing and collection efficiency, (iii) enhancement 
of water operators’ capacity, and (iv) introduction of institutionalized intergovernmental transfer 
mechanism, among others. 
 
12. The government has also agreed to the following target in the outcome level of the design 
monitoring framework (DMF) by 2026:  
 
Collection efficiency of water supply user fees in project areas in Madurai increased to 90% and 
in Tiruppur maintained at 90% (2019 baseline: Madurai, 76%; Tiruppur, 90%) and collection 
efficiency of sewerage user fees in project areas increased in Ambur to 67%, in Tiruchirappalli to 
81%, in Tiruppur to 90% and in Vellore to 66% (2019 baseline: 0% in Ambur, Tiruchirappalli, 
Tiruppur and Vellore) 
 
13. Table 6 summarizes the mitigation measures agreed with the government to minimize the 
key financial sustainability risks and help ensure financial sustainability. 
 

Table 6: Key Risks and Mitigation Measures 
Risk Mitigation measures 
Tariff • Loan covenant requires preparation of revenue improvement plans, which are 

expected to include tariff revision targets. Consultant support is provided under the 
project for preparation of the plans. 

• Sub-lending agreements between the executing agency and implementing 
agencies include modest targets on tariff revision 

Collection efficiency • Progress in meeting design and monitoring framework target on collection 
efficiency at output level will be tracked by Asian Development Bank 

• Loan covenant requires preparation of revenue improvement plans, which are 
expected to include targets on collection efficiency. Consultant support is provided 
under the project for preparation of the plans. 

Operation and 
Maintenance (O&M) 
costs 

Project provides support to increase operational efficiency, which is expected to 
decrease O&M costs.  
 
Note: An increase in raw materials is out of project control. 

O&M cost increase as a 
result in capital cost 
increase 

Risk is limited as project procurement readiness is high, and all contracts are expected 
to be awarded by mid-2020. Cost estimates are robust as they are based on contract 
price (for packages already awarded), or at least detailed design and not preliminary 
designs.  
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