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INDIA
Punjab State Road Sector Project (Loan 4843-IN}
The 4™ Implementation Support Mission (Nov 2 te 11, 2008)

Aide-Memoire

L INTRODUCTION

L. A World Bank team' visited the State of Punjab over the period from November 2 to 11,
2008 to support the Government of Punjab (GoP) for implementation of the Punjab State Road
Sector Project (PSRSP). The mission held meetings with the Public Works Department (PWD),
tbe Punjab Roads & Buildings Development Board (PRBDB), the Department of Information
Technology (DoIT), and undertook site visits to the Phase I roads contracts under the project.

2. This aide-memoire summarizes the findings, recommendations and agreements reached
during the mission. The mission wishes to thank GoP for their support and cooperation during the
mission. The agreed key actions are shown in Annex 1.

IL KEY PROJECT DATA & PERFORMANCE RATING

3. This project was approved by the World Bank Board of Directors on December 5, 2006.
The Loan and Project Agreements were signed on February 26 and the loan was made effective
on April 2, 2007. The following table summarizes the key project data and updated project
performances at this mission. :

Key Project Data Current Ratings and Flags
Board Date December 05, 2006 | Development Objectives Satisfactory
Closing Date . June 05,2012 Implementation Progress Satisfactory
Project Age 22 months Problem Flags None
% Disbursed 35.35%

L. SUMMARY OF FINDINGS, DISCUSSIONS AND AGREEMENTS

4, Development Objective (DO). The project’s overall development objective is to
improve operating conditions of State roads for road users, in a sustainable way. thus helping to
provide the business enabling environment necessary to support Punjab’s economic development
strategy. Progress in achieving the development objective is rated Satisfactory since: (a) all
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Phase I civil works for rehabilitation (6 packages) and upgrading (3 packages) amounting to
INR.628.89 crores (US$157 million equivalent) are duly on-going as targeted; (b) all Phase I civil
works for periodic maintenance contracts (10 packages) amounting INR.59.54 crores (US$15
million equivalent) have been fully completed; (c) the design for Phase II civil works (to be
undertaken as Output and Performance Based Road Contracts: OPRC) is well underway with
enhancement strategy; (d) the GoP continues the process of institutional strengthening of the
sector, and the remaining activities under the Institutional Strengthening Component are in
progress in various stages of procurement and implementation. Annex 7 summarizes the current
status of results monitoring and key performance indicator.

5. Implementation Progress Rating. Implementation progress rating has been upgraded to
Satisfactory due to improvement in contract management capacity of the PWD staff, progress in
Phase I civil works, as well as the preparation of Phase II. In spite of the continuing difficulty in
staffing, PRBDB has taken strong actions for replacement of the non-performing Technical Audit
Consultants (TAC) by terminating the consultancy services contract and quickly acquiring the
replacement for the services to support the PWD field divisions for supervision of the remaining
contract packages, and having provided proper guidance and instructions to the Construction
Supervision Consultants (CSC) for the upgrading works contracts to maintain or improve the
team expertise with appropriate replacement.

6. However, the weaknesses in project management and under-staffing in both PRBDB and
PWD field divisions flagged during the last mission still remain a concern for sustainable
progress. The under-staffing in PWD field divisions is getting more serious. The PWD field
division staff, particularly sub-divisional engineers and junior engineers, who are playing
practical roles in daily management activities are not only in serious shortage, but also even the
current staff are kept deputed to other assignments. This situation is substantially pressing the
remaining staff to perform their duty with reducing resources, and pressing their work
environment. This situation is not in conformity with the Project Agreement, stipulating that the
Project Implementing Entity shall take all necessary measures to ensure to provide sufficient
resources and staff required for the Project. The mission strongly urged GoP and PWD that these
weaknesses be addressed on a priority basis with accountability of the State Government in order
to avoid their serious influence to the quality of the project management. The under-staffing in
PRBDB has been improved with its own effort of hiring qualified staff, but it is still in a fragile
state. This needs continuous attention and support from the senior management of GoP.

7. Phase I Civil Works Progress: The mission has noted a significant improvement in the
progress of civil works as well as contract management by PWD staff on rehabilitation and
upgrading contracts since the last mission. The overall average physical progress of the entire
Phase I component is about 47% with ongoing rehabilitation contracts (49%), upgrading
contracts (37%) and completed periodic maintenance contracts (100%). Due to intermittent rains
during the last quarter, it is expected that the completion of some rehabilitation contracts could be
delayed by about 3 months from the current scheduled completion, while all upgrading contracts
are poised to complete within the current scheduled completion at this stage. The mission noted
with concern that the progress on RH3, UG1 and UG2 has not been achieved as per the target and
there is a need for close supervision and monitoring by the Engineer and the Employer in the
coming working season. The mission commends the efforts of the implementation team of RHS,
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which is expected to be completed before the scheduled completion time. The contract packages
RH2 and UG3 have also shown considerable progress since the last mission. The quality of works
was found to be generally satisfactory. Detailed observations on Phase I civil works are provided
in Annex 2. :

8. Phase I (OPRC) Civil Works Preparation: The consultancy contract for preparation
of Phase IT OPRC (Output and Performance-based Road Contracts) works was signed on July 24,
2008, and the consultant commenced the preparation activities. The consultant conducted the first
industry consultation workshop to disseminate the concept and discuss the market interest for
implementation in Chandigarh on September 23, 2008. The mg‘ission has been doing a series of
detailed disgussions with PRBDB for conceptual and technical guidance including an interim

-mission by the TTL and Dr. Y. Kamhi (Sr. Transportation Engineering and Management

Consultant) in October. The final report for the preparation works is expected in May 2009, and
the bidding for the long-term OPRC is scheduled in late 2009.

9. Proposed Expansion of OPRC Implementation: With the progress and discussion of
the on-going OPRC preparation works, the Government of Punjab has expressed a keen interest to
expand implementation of OPRC with wider geographical application to maximize the benefit of
the long-term contract (8-10 years) aspect of the concept. The proposal is to expand the current
650 km OPRC network to about 880 km in about three geographical areas. There are several
reasons for this proposal, which appeared with'the progress of the preparation works. Firstly, the
overall fund availability for Phase II of the Project (about US$75 million) does not match the
expenditure profile of the currently chosen 650 km network with the current project period.
Secondly, and more importantly, GoP would want to influence a wider audience across the State
by exposing different areas simultaneously to the intended benefit of OPRC. This proposal
requires additional funds of US$100 — 130 million spread over 8 — 10 years from the
commencement of the contract.

10. GoP’s Request for Additional Funds: In order to implement the proposed enhanced
OPRC implementation, GoP has expressed an interest to request additional funds from the Bank.
The mission explained that there are two possible facilities to accommodate the proposal. One is
“additional financing” to the existing PSRSP loan, and the other is a “repeater project” which
enables a quicker and simplified loan approval based on the satisfactory performance of the
ongoing project. The mission explained that the repeater project may conform to the needs better,
as it matches the intended purposes, and the additional financing may have a limitation for its
implementation period to accommodate the long-term OPRC. This proposal needs to be
materialized by (i) finalization of the concept paper including detailed estimate of additional
funding requirements, (ii) formal request by GoP to the Gol (DEA), (jii) formal request by Gol to
the Bank, and (iv) processing and approval by the Bank Board. The mission agreed with GoP to

-continue close discussions for further processes.

11. The mission updated the project cost as presented in the following table. The available
project budget for Phase II civil works is estimated.as about US$123 million.
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Updated Project Cost:
o -
i | et | et | pwwen
Component (USS million) | (USS million) (USS million) | (USS m=iliion)
1) 2) 3) @) —(3)
1 A - Road Development Component 1 310.30 312.40 189.77 122.63
Road Upgrading (UG) 221.50 164.99 112.05
Rehabilitation (RH) 66.90 . 10498 63.81 122.63
Maintenance (PM) and Other works 22.00 42.43 13.91
B~ IS Component 2 11.00 - 11.00 11.00
Incremental Operating Costs 12.00 10.00 10.00
Total 333.4 333.40 333.40
12. Institutional Strengthening Component: The process of forming a Review Committee

to facilitate consensus building for the proposed reform by the Institutional Development Study
(IDS) completed in June 2007 1s still delayed due to the insufficient momentum for the reform.
The mission expressed concerns about the situation, and requested again to appoint a Technical
Advisor for IDS implementation. The mission requested that the GoP make its assessment of the
realistic reform actions that can be completed within this project period, and provide proposed
actions in its Mid-term Review (MTR) Report. The status of the other institutional strengthening
activities is summarized in Annex II.

13. Environmental Safeguard Management: The focus of the mission was to review:
(a) the implementation of EMP covering both upgrading and rehabilitation components; (b) the
progress made on the consultancy assignments for pollution monitoring and capacity building of
PRBDB and PWD on environmental management. Refer Annex 3 for more details.

14. The over-all rating with regard to implementation of Environmental Management Plan
(EMP) in the project is Moderately Satisfactory. Even though improvements with regard to
camp and plant site management and pollution monitoring were noted in some packages, worksite
safety management, borrow area rehabilitation and debris disposal continue to be the weak in
most of the contracts. The mission reiterated that reporting and documentation, particularly at the
field level, needs to be strengthened. More details have been provided in Annex 3.

15. Meeting with Idma Foundation (Pollution Monitoring and Capacity Building
Consultants): The mission met the key team members (except Team Leader, who was not
available) from Idma Foundation to review the status and progress made with regard to the
consultancy assignments on (a) pollution monitoring and (b) capacity building of PRBDB and
PWD on environmental management. As part of the first assignment, one round of pollution
monitoring (in all, 11 rounds of monitoring will be conducted) has been completed for all roads.
For the second assignment, a survey to determine training needs assessment has been carried out.
Draft reports for both these assignments havé been submitted by thé consultants to PRBDB
recently. It is expected that these reports will be shared with the Bank for review by December 15,
2008.
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16. Review Meeting with Environmental Officers: The mission conducted a meeting on
November 11, 2008 in Chandigarh, with PRBDB’s help, to review the contract package-wise
status and progress of EMP implementation in the project. The forum also provided an
opportunity for experience sharing on achievements, solutions and issues between the various
contract packages. The focus of the discussions was on aspects and issues pertaining to camp and
plant site management; worksite safety; pollution monitoring; preparation of debris disposal plan
and site identification; compliance with regulatory requirements (NOCs, Consents and
Permissions) and; reporting and documentation. In all, about 20 people attended and participated
in the deliberations. The suggestions and comments provided by the Bank and PRBDB were well
received by the participants, who found the review exercise useful.

17. Social Safeguard Management: Compliance with social safeguards are rated
Satisfactory. The project has made significant achievement viz., (i) 91% achievement of land
acquisition through private negotiation and the balance 9% of total 50 acres being acquired

through LA Act 1894 as these cases are under either disputed or absentee / untraceable land lords,

(ii) substantial disbursement of R&R assistance; (iii) preparation and submission of micro plans;
(iv) opening of joint accounts; and (v) distribution of identity cards. There are, however, two
major outstanding issues that require immediate attention, i.e. (i) livelihood training for income
restoration and (ii) relocation of common property resources (CPRs). The contracted NGO has
completed the needs assessment survey and has identified 19 training institutes. A total of 235
CPRs across all packages needs to be relocated, of which only 79 have been relocated. Regarding
hand pumps, it was agreed that the NGO contracted for implementation of the RAP will be
provided a variation order for relocation of hand pumps. The severance allowance that was not
paid to the eligible PAPs earlier due to policy interpretation has been released as per the decision
of the Grievance Redress Committee (GRC). A total of 119 PAPs were eligible for severance
allowance and an amount of Rs. 8.93 crores (about US$2.0 million) has been released.

18. Though PRBDB has selected a consultancy firm to conduct a mid-term evaluation of
RAP implementation, the agreement is yet to be signed. The contract period of the NGO will end
in December 2008 while the NGO is yet to complete the balance activities. It is estimated that the
NGO will require time extension till July 31, 2009.

19. The mission visited all UG/RH packages. It was agreed that in RH packages the NGO/
PRBDB would conduct information dissemination in the congested habitations at least one week
prior to the start of construction. The mission did not find any outstanding social issues on the
rehabilitation packages. The detailed observations during the site visit are presented in Annex 4.

20. HIV/AIDS Prevention: The needs assessment report and campaign implementation
plan submitted by the NGO Advantage India- Consultants to implement the HIV/ AIDS
interventions has been finalized and awareness generation activities have been initiated. Though
the start-up activities were slow, it is expected that the program will gain momentum in the next
few months. The detailed observations, discussions during the site visit are presented in Annex 4.

21. Financial Management Aspects: In light of findings of the mission including the delay
in receipt of the audit report, the FM aspect is rated as Moderately Satisfactory. Although the
External Audit process is underway, the report has not yet been received from the C&AG. This




