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LOAN AGREEMENT
(Ordinary Operations)

LOAN AGREEMENT dated 30 August 2018 between INDIA acting by its
President ("Bonowef) and ASIAN DEVELOPMENT BANK fADB").

WHEREAS

(A) the Bonower has applied lo ADB for a loan for the purposes of the
Project described in Schedule I to this Loan Agreement;

(B) the Project will be canied out by the State of Kamataka acling through
its Public Works, Ports, and lnland Water Transport Department ('Project Executing Agenc/),
and for this purpose the Bonower will make a\railable to the State the proceeds of the Loan
provided for herein upon lerms and conditions mutually satisfactory to ADB and the Bonower;
and

(C) ADB has agreed to make a loan to the Borower from ADB's ordinary
capital resources upon the terms and conditions set forth herein and in the Project Agreement
of even date herewith between AOB and the State;

NOW THEREFORE the parties hereto agree as follows:

ARTICLE I

Loan Regulations; Definitions

Section 1.01. All the proMsions of ADB's Ordinary Operations Loan
Regulatons, dated 1 January 2017 ("Loan Regulations"), are hereby made applicable to this
Loan Agreement with the same force and efiecl as if they were fully set forth herein.

Section 1.02. Wherever used in this Loan Agreement lhe sev€ral
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
Agreemenl have the following meanings:

(a) "Consulting Guidelines' means lhe Guidelines on the Use of
Consultants by Asian Development Bank and its Bonowers (2013, as amended from time to
time);

(b) "Consulting SeMces" means the seMces to be financed out of the
proceeds of the Loan as described in paragraph 3 of Schedule 1 to this Loan Agreement:

(c) "EMP" means each environmental managemenl plan for the five roads
under the Prolect, including any update thereto, prepared and submitted by the Borrower
through the Project Executing Agency and cleared by ADB;

I
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(d) ''Environmental Safeguards" means the principles and requirements sel
forlh in Chapter V, Appendix 1, and Appendix 4 (as applicable) of the SPS;

(e) "Financing Anangements" means the anangements between the
Bonower and the State as per cunent policy of the Borrower, and acceptable to ADB;

(f) "Goods" means equipment and materials to be financed out of the
proceeds of the Loan, induding related services such as transportation, insurance, inslallation,
commissioning, training, and initial maintenance, but excluding Consulting Services;

(S) "lEC" means lndependenl Engineering Consultants;

(h) "lEE" means each initial environmental examination for the five roads
under the Poecl, including any update thereto, prepared and submift€d by the Bonower
through the Project Executing Agency, and cleared by ADB;

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

U) "lnvoluntary Resettlement Safeguards" means the principles and
requirements sel forth in Chapter V, Appendix 2, and Appendix 4 (as applicable) of the SPS;

(k) "lPP means each indigenous peoples plan for the five roads under the
Project, including any update thereto, to be prepared and submitted by the Bonower through
the Project Executing Agency, and to be cleared by ADB;

(l) "KPWD" means the Kamataka Public Works, Ports, and lnland Water
Transport Department or any successor thereto;

(m) "Loan Disbursement Handbook" means ADB's Loan Disbursemenl
Handbook (2017, as amended ftom time to time);

(n) "PAM" means the Pro.iect administration manual for the Poect dated
October 2017 and agreed between the Borrower, ADB, and the Project Executing Agency, as
updated from time to time;

(o) "Procuremenl Guidelines" means ADB's Procurement Guidelines
(2015, as amended from time to time);

(p) 'Procuremenl Plan" means the procurement plan for the Project dated
October 2017 as agreed between the Bonower through the Proiect Executing Agency, and
ADB and included in the PAM, including as updated from time to time in accordance with the
Procurement Guidelines, the Consulting Guidelines, and other anangements agreed with
ADB:

(q) "Poect Executing Agency" for the purposes of, and within the meaning
of, the Loan Regulations means the State acting through the KPWD or any successor thereto,
which is responsible for the carrying out of the Project;
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(0 'RP" means each resettlement plan for the five roads under the Project,
including any update thereto, prepared and submitted by the Borrower through the Project
Executing Agency, and cleared by ADB;

(s) "Safeguards Monitoring Report" means each report prepared and
submitted by the Bonower through the Pro.lect Executing Agency to ADB that describes
progress with implementation of, and compliance with, the respective EMPS, the RPs and the
lPPs (as applicable), including any corrective and prevenlative actions;

(t) "SPS" means ADB'S Safeguard Policy Statement (2009);

(u) "State" means the State of Kamataka; and

(v) "Works" means construction or civil works to be financed out of the
proceeds of the Loan, including services such as drilling or mapping, and project related
seMces 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 Bonower from ADB's
ordinary capital resources an amounl of three hundred and fofi six million Dollar
($3,16,000,000) as such amount may be converted from time to time through a Cunency
Con\,ersion in accordance wilh the proMsions 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 t6m "grace perbd'as us€d in subsection (b) hereinabo\re means
the period prior to the first Principal Payrnent Date in accordance with the amortization
schedule set forth in Scfiedule 2 to this Loan Agreement.

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

(a) LIBOR;

(b) 0.600/o as provided by S€ction 3.02 of the Loan Regulations less a credit
of 0.'10% as provided by Section 3.03of the Loan Regulations; and

a maturity premium of 0.107o as provided by Section 3.03 of the Loan
Regulations.

(c)

l

l

l
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Section 2.03. The Borrower shall pay a commitment charge of 0.1 5olo

per annum. Such charge shall accrue on lhe full amounl of the Loan (less amounts withdrawn
from time to time), commencing 60 days after the date of this Loan Agreement.

Section 2.04. lnterest and other charges on the Loan shall be payable
semiannually on 01 June and 01 December in each year.

Section 2.(F. (a) The Bonower may at any time request any of lhe
following Conversions of the tems of lhe Loan to facilitate prudent debl managemenl:

(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 Cunency;

(ii) a change of the interest rate basis applicable to allor any portion
of the principal amount of the Loan withdrawn and outstanding
from a Floating Rate to a Fixed Rate, or vice rrersa; 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
outstianding by the estiablishment of an lnterest Rate Cap or
lnterest 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 effected in accordance with the provisions of Article V of the
Loan Regulations and the Conversion Guidelines.

ARTICLE lII

Use of Proceeds of the Loan

Section 3.01. The Borrower shall make the proceeds of the Loan
available to the Project Executing Agency upon terms and conditions mutually agreeable to
ADB and the Bonower, and shall cause the Project Executing Agency 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.

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 Bonower and ADB.

Section 3.03. Except as ADB may olherwise agree, the Bonower shall
ensure, or eluse the Poect Executing Agency to ensure, that the items of expenditure to be

Section 2.05. The Bonower shall repay the principal amounl of lhe
Loan withdrawn from the Loan Acrount in accordance with the provisions of Schedule 2 to thas

Loan Agreement.
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financed out of the proceeds of the Loan are in accordance with the provisions of Schedule 4
to this Loan Agreemenl.

Section 3.04. The Loan Closing Date for the purposes of Section 9.02
of the Loan Regulations shall be 30 June 2024 or such other date as may from time to time be
agreed between the Bonower and ADB.

ARTICLE IV

Particular Covenants

Section 4.01. ln the carrying out of the Proiect and operation of the
Project facilities, the Bonower shall perform, or cause to be performed by the Project Executing
Agency, all obligations set forth in Schedule 5 to this Loan Agreement and the Project
Agreement.

Section 4.02. The Bonower shall enable ADB'S representatives to
inspect the Projecl, 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 linancial statements within 14
days of the date of ADB's confirmation of their acceptability by posting them on ADB'S u/ebsite.

Section 4.04. The Bonower shall ensure or cause the State lo ensure
to take all actions which shall be necessary on its part to enable the Project Executing Agency
to perform its obligations under the Proiecl Agreement, and shall not take or permit any action
which would interfere with the performancc of such obligations.

Section 4.05. (a) ln so far as it relates to the Project, the Bonower
shall exercise its rights under the Financing Arrangements in such a manner as to protect the
interests of the Bonower and ADB and to accomplish the purposes of the Loan.

ARTICLE V

Effectiveness

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

(b) ln so far as it relates to the Pro,ect, no r(rhts or obfigations under the
Financing Arangements shall be assigned, amended, abrogated or waived without the prior
notice to ADB.
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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 Bonower is designated as representative of the Bonower for the purposes of Sectic,n
12.A2 ol t''p- Loan Regulations.

Section 6.02. The following addresses are specified for the purposes
of Section 12.0'l of the Loan Regulations:

For the Bonower

The Secretary to the Govemment of lndia
Ministry of Finance
Department of Economic Affairs
North Block
New Delhi - 110001
lndia

Facsimile Number:

91-11-23094075

For ADB

Asian Development Bank
6 ADB A\enue
Mandaluyong Cily
1550 Metro Manila
Philippines

Facsimile Numbers

(632\ 636-2444
(632) 636-2340
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lN 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

Kumar Khare
Joint Secrstary (FB & ADB)

Departrnent of Economic Affairs

ASIAN OEVELOPMENT BANK

By

By K Q"t, vkr.1,o\
Kenlchi Yokofama

Country Direclor
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SCHEDULE 1

Description of the Project

1 . The obiectiw of the Project is to support the State in improved road transporl efficiency
and safety.

2. The Project shall comprise the following: (i) about 419 km of State highways, designed
to standard specifications of tr,vo-lane with paved shoulders or to four lanes, depending on
traffic volumes, upgraded (the contracts will include 7-year performance based maintenance
obligations under a hybrid annuity stn cture), (ii) road safety audit conducted on all the State
highways in the core road network to identify critical accidenl spots and suitable measures to
improve these accident spots implemented, and (iii) institutional capacity and efficiency of
KPWD improved.

3. The P@ect includes Consulting Services to assist the Project Executing Agency in
Proiect Management.

4. The Project is expected to be completed by 31 December 2023.
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SCHEDULE 2

Amortization Schedule

'I . 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
(lnstallment Share). lf 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 Bonower on each
Principal Payment Oate shall be determined by ADB by multiplying: (a) lhe total principal
amount of the Loan withdrawn and outstanding as of the first Principal Paymant Date; by (b)
the lnstallment Share for each Principal Payrnent Date, such repayment amounl to be
adjusted, as necessary, to deduct any amounts refened to in paragraph 4 of this Schedule, to
which a Cunency Conversion applies.

Date Payment
Due

Installment Share
(Expressed as a %)

1 1 lune 2023 2.500000
2 1 December 2023 2.500000

3 1 lune 2024 2.s00000

4 1 December 2024 2.500000

1 lune 2025 2.500000

6 1 Decemb€r 2025 2.500000
7 1 June 2025 2.500000
8 1 Deernber 2026 2.500000
9 7 )une 7027 2.500000
10 1 December 2027 2.500000
11 1 June 2028 2.500000
12 I December 2028 2.500000
13 1 lune 2029 2.s00000
14 1 December 2029 2.500000
'15 1 June 2030 2.500000
16 1 December 2030 2.s00000

17 I June 2031 2.500000

18 1 Deember 2031 2.s00000
'19 1 June 2032 2.500000

20 1 December 2032 2.500000

21 1 June 2033 2.500000

2? 1 December 2033 2.s00000

23 1 lune 2034 2.500000

?4 1 D€cember 2034 2.500000

25 1 .lune 2035 2.500000

26 1 December 2035 2.500000

27 I June 2036 2.500000

?8 1 December 2036 2.500000

z9 I lune 2037 2.500000

30 I December 2037 2.s00000

31 1 lune 2038 2.500000

sequence 
I
I

I

I
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Schedule 2

I Sequence Installment ShareDate Payrnent
Due

1 December 2038 2.500000

33 1 June 2039 2.500000

34 1 December 2039 2.500000

35 1 .lune 2040 2.500000

36 1 December 2040 2.500000

37 1 lune 2041 2.500000

38 1 December 2041 2.500000

39 L )une 204.2 2.500000

2.500000
100.000000

40 1 Decemb€r 2042
Total

as a o/o

2. lf the proceeds of the Loan shall not have been fully withdrawn as of the first Principal
Paynent 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 lhe Loan shall have been withdrawn as of
the first Principal Paynent Date, the Bonower shall repay the amount
withdrawn and outstanding as of such date in accordance with paragraph 1 c,f
this Schedule.

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

3. Withdrawals made within two cal€ndar 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 Dat€l
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 ar
Approved Cunency, the amount so converted in said Approwd Cunency that shall be
repayable on any Principal Paynent Date occuning during the Conversion Period, shall be
determined by ADB by multiplying such amount in its cunency of denomination immediately
prior to said Conversion by either: (i) the exchange rate that reflects the amounts of principal
in said Approved Cunency payable by ADB under the Cunency Hedge Transaction relating to
said Conversion; or (ii) if ADB so determines in accordance with the Conversion Guidelines,
the exchange rate component of the Screen Rate.
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Schedule 2

5. lf the principal amount of the Loan withdrawn and outstanding ftom time to time shall
be denominated in more than one Loan Cunency, the provisions of this Schedule shall apply
separately to the amount denominated in each Loan Cunency, so as to produce a separate
amortization schedule for each such amounl.



lz

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 eac;h
such Category ("Table'). (Reference to 'Category" in this Schedule is to a Category of tlre
Table).

Basis for Withdrawal the Loan Account

2. Except as ADB may otheftvise agree, the proceeds of the Loan shall be allocated lo
items of expenditure, and disbursed on the basis of the withdrawal percentage for each item
of expenditure set forth in the Table.

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 insufiicient
to finance all agreed expenditures in that Category, AOB may, in consultation
with and notice to the Bono\irer, and the P@ect Executing Agency, (i) reallocate
to sucfi 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 suclh
reallocation cannot fully meet the estimated shortfall, reduce the withdrawal
p€rcentage applicable to such expenditures in order that further withdrawals
under such Category may continue until all expenditures thereunder shall hav'3

been made; and

(b) ff the amount of lhe Loan allocated to any Category appears to exceed all
agreed expenditures in that Category, ADB may, in consultation wilh and notice
to the Bonower and the Project Executing Agency reallocate such excess
amount to any other category.

Disbursemenl Procedures

4. Except as ADB may otherwise agree, the Loan proceeds shall be disbursed in
ac@rdance with the Loan Disbursement Handbook, and detailed arrangements agreed upon
between ADB and the Bonower.

5. Withdrawals from the Loan Account may be made to finance eligible expenditure:;
incuned under the Project before the Efiective Date, but not eadier than 12 months before the
date of this Loan Agreem€nt in crnnection with items to be retroactiwly financed, subject to a
maximum amount equi\ralent to 20% of the Loan amounl.

Reallocation

Retroactive Financinq
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TABLE

ALLOCATION AND WTHDRAWAL OF LOAN PROCEEDS

Number Item

Total Arnount Allocated
for ADB Financing

($)
Gategory

Basis for Withdrawal from the
Loan Account

I Works 307,000,000 75% of total expenditure claimed

2 Road Safety Component 12,000,000 10004 of total expenditure claimed

J Consulting SeMces 14,000,000
)r50% of total expenditure claimed fr

IEC and 100% of total expenditure
claimed for other consultants

4 Unallocated 13,000,000

Total 346,000,000

Attachment to Schedule 3
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SCHEDULE 4

Procurement of Goods, Works and Gonsulting Sarvices

1. The procurement of Goods, Works and Consultang Services shall be subject to and
goraemed 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 based on the procurement methods
and the selection method sel forth below. This method is subject to, among other things, the
detailed anangements and threshold values set forth in the Procurement Plan. The Bonowerr
and the Project Executing Agency may only modify the procurement methods and the selection
methods or threshold values with the prior agreement of ADB, and modifications must be s€)t

out in updates to the Procurement Plan.

3. AII terms used in this Schedule and not otherwise defined in this Loan Agreement hav'3
the meanings provided in the Procurement Guidelines and/or the Consulting Guidelines, as
applicable.

Goods and Works

4. Goods and Works shall be procured based on the following procurement methods:

(a) lntemational Competitive Bidding; and

(b) National Competitive Bidding.

Domestic Preference

5. The Prciect Executing Agency may grant a margin of preference in the evaluation ot
bids under intemational competiti\re bidding in accordance with paragraphs 2.55(a) and 2.56
of the Procurement Guidelines for domestically manufactured Goods.

National Competitive Biddinq

6. The Poect Executing Agency's standard bidding doqjments and procuremenl
procedures, as in use by the Project Executing Agency were reviewed by ADB. These were
found consistent with ADB's requirements, and shall apply to the Project. Modifications, if any,
to such bidding documents will be subject to mutual agreement between the Bonower, the EA
ANd ADB.

Conditions for rd of Contract

7. The Borrower shallensureor cause the Poect Executing Agency lo ensure that it shall
not award any Works contracts for any part of the Project that involves environment impacts;
until the Project Executing Agency has:

(a) prepared, submifted and obtained final approval of lhe respective IEE from ADB,
and the relevant environment aulhority of the Bonower; and

General
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Schedule 4

(b) incorporated the relevant provisions from the respective EMP into the related
Works contract.

8. The Bonower shallensure or cause lhe Project Executing Agencyto ensure that it shall
not award any Works contract that involves involuntary resettlement impacts for any part of the
Project until the Project Executing Agency has prepared, submitted and obtained clearance of
ADB, of the respective final RP for such part of the Project based on ils detailed design.

9. The Bonower shallensure or cause the Project Executing Agencyto ensure that itshall
not award any Works contracl that in\rolves indigenous peoples impact for any part of the
Project until the Project Executing Agency has prepared, submitted and obtained clearance of
ADB, of the respective final IPP for such part of the Project.

Consultino Services

10. Except as ADB may otherwise agree and as set forth in the Procurement Plan, the
Borrower shall ensure or cause the Project Executing Agency to ensure to apply Quality- and
Cost-Based Selection for Consulting Services.

11. (a) The Bonower shall ensure or cause the Project Executing Agency to ensure
that all Goods and Works procured (including without limitation all computer hardware,
soflware and s)rstems, 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 Bonower shall ensure or cause the Project Executing Agency to ensure
that all contracts for the procurement of Goods and Works mntain appropriate representations,
warranties and, if appropriate, indemnities from the contrador or supplier with respect to the
matters refened to in subparagraph (a) of this paragraph.

12. The Bonower shall ensure or cause the Proiect Executing Agency to ensure thal all
AD&financod contacts with consultants @ntain appropriate representiations, wananties and,
if appropriate, indemnities from the consultrants to ensure that the Consulting Services provided
do not violate or infrange any industrial property or intellectual property right or claim of any
third party.

13. Contracts procured under intemational competitive bidding procedures and crntracts
for Consulting Services shall be subject to prior review by ADB, unless otherwise agreed
between the Bonower, the Project Executing Agency, and ADB and set forth in the
Procurement Plan.

lndustrial or lntellectual Prooertv Riqhts

ADB's Review of Procurement Decisions

I

I
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SCHEDULE 5

Execution of Project; Financial Matters

1. The Borrower shall ensure or cause the Proiect Executing Agency to ensure that tfre
Project is implemented in accordance with the detailed arrangements set forth in the PAM. Any
subsequent change to the PAM shall become effective only after approval of such change by
the Bonower, the Pmject Executing Agency and ADB. ln the event of any discrepancy betvyeen
the PAM and this Loan Agreement, the provisions of this Loan Agreement shall prevail.

2. (a) The Borrower shall ensure or cause the Project Executing Agency to ensure
towards smooth implementation of the Project, lhat grievances if any from stakeholdem,
relating to Project implementation or use of funds under the Project are addressed effectively
and efficiently.

(b) The Bonouer shall ensure or cause the Project Executing Agency to ensure
compliance with all the requirements and obligations in its part as included in this Loan
Agreemenl and the Project Agreement to meet the obj6ctive6 of the Poect in a timely anrj
ef{icient manner.

Safeouards

Environment

3. The Bonower shall ensure or cause the Prqect Executing Agenry to ensure, lhat the
preparation, design, construction, implementation, operation and decommissioning of the
Proieci, and all Project facilities comply with (a) all applicable laws and regulations of the
Bonorrer relatirg to environment, heatth, and safety; (b) the Environmental Safeguards; and
(c) all measures and requirements set forth in the respective IEE and EMP, and any correctiv€)
or preventative actions set forth in a Safeguards Monitoring Report.

Land Acquisition and lnvoluntary Resettlement

4. The Bonower shall ensure or Gruse the Project Executing Agency to ensure, that al
land and all rights-of-way required for the Project, and all Project facilities are made available
to the Works contractor in accordance with the schedule agreed under the related Works
conlract and all land acquisition and resettlement activities are implemented in compliance
with (a) all applicable laws and regulations of the Bonower relating to land acquisition and
involuntary resettlement; (b) the lnvoluntary Resettlement Safeguards; and (c) all measures
and requirements set forth in the respective RP, and any conecti\€ or preventative actions set
forth in a Safeguards Monitoring Report.

5. Without limiting the application of the lnvoluntary Resettlement Safeguards, the RF or
the respechve RP, the Bonower shall ensure or cause the Project Executing Agency to ensure,
that no physical or economic displacemenl takes place in crnnection with the Project until:

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

lmolementation Arranoements
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(b) a comprehensive income and livelihood restoration
eslablished in accordance with the respective RP.

Schedule 5

Program has been

6. ln the event ofany impacts of indigenous peoples under the Project, the Bonower shall
ensure or cause the Project Executing Agency lo ensure, that the preparation, design,
construction, implementation and operation of the Proiect, and all Project facilities comply with
(a) all applicable laws and regulations of the Bonower relating to indigenous peoples; (b) the
lndigenous Peoples Safeguards; and (c) all measures and requirements set forth in the
resp€ctive IPP and any conective or preventative actions sel forth in a Safeguards Monitoring
Report.

Human and Financial Resources to lmolement Safeouards Reouirements

7. The Bonower shall ensure or cause the Projecl Executing Agency to ensure that all
necessary budgetary and human resourcrs to fully implement the respective EMPS, the RPs
and the lPPs as required, are made available.

Safeouards - Related Provisions in Biddinq Documents and Works Contracts

8. The Bonower shall ensure or cause the Project Executing Agency to ensure that all
bidding documents and contrac,ts for Works contain provisions that require contractorc lo:

(a) comply with the measures and requirements relevant to the contractor set forth
in the respec{ive lEE, EMP, RP and IPP (to the extent they concem impacts on affected people
during construction), and any corredi\re or preventative actions set out in a Safeguards
Monitoring Report;

(c) provide the Project Executing Agency with a written notice of any unanticipated
environmental, resettlement or indigenous peoples risks or impacts that arise during
construction, implementation or operation of the Proiect that were not considered in the
respective lEE, EMP, RP and/or IPP;

(d) adequately record the condition of roads, agricultural land and other
infrastructure prior to slarting transport materials and construction; and

(e) fully reinstate pathways, other local infrastructure, and agricultural land to at
least their pre-project condition upon completion of construction.

lndioenous Peoples

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

I

I
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Schedule 5

Safequards Monitorinq and Reportinq

9. The Borrower shall ensure or cause the Prqect Executing Agency to ensure the
following:

(a) submit semi-annual 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
construclion, implementation or operation of the Project that were not considered in any
respective lEE, EMP, RP or IPP (as applicable), promptly inform ADB of the occunence of
such risks or impacts, with detailed description of the event and proposed conective action
plan:

(c) within no later than 90 days of the Effective Date, engage qualified and
experienced extemal expert or qualified non€ovemment organization under a selection
process and terms of referenc, acceptable to ADB, to verify information produced through the
Project monitoring process for resettlement, environment, and indigenous peoples (if any), and
facilitate the carrying oul of any verification activities by such extemal expert; and

(d) report any breach of compliance with the measures and requirements set forth
in any rospective EMP, RP or IPP promptly after becoming aware of the breach.

Prohibited List of lnvestments

10. The Bonower shall ensure or cause the Project Executing Agencl to ensure that no
proceeds of the Loan are used to finance any activity included in the last of prohibited
in\,estrnent activfies provided in Appendix 5 of the SPS.

Labor Standards

11. The Bonower shallensure or cause the Project Executing Agency to ensure that Works
contracts under the Project lollow all applicable labor larivs of the Eonower and that these
further indude 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 shallalso includ6 clauses for termination in
case of any breach of the stated provisions by the contractors.

Gender and Development

12. The Borrower shall ensure or cause the Project Executing Agency to ensure that the
principles of gender equality aimed at increasing Project benefits and impact on women in the
Project area are followed during implementation of the Project. These include (a) equal pay to
men and women for work of equal \ralue; (b) enabling working conditions for women workers;
and (c) taking necessary actions to encourage women li\ring in the Proiect area to participat€)
in the design and implementation of Project aclivities.
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Schedule 5

13. The Borrower shall ensure or cause the Project Execuling Agency 10 ensure that the
anticonuption provisions acceptable to ADB, the Borrower, the State and Project Executing
Agency 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 Project Executing Agency and all contractors, suppliers,
consultants, and other service providers as they relate to the Project and Subprojects. The
Bonower, the Project Executing Agency 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.

14. The Bonower shall ensure or cause the Project Executing Agency to announce the
Pro,ect and business opportunities (i.e., invitation of potential bids) associaled with ffle Project
on its website. The website shall disclose the following information in relation to goods and
services procured for the Project and Subprojects: (a) the list of participating bidders, (b) the
name of the selected bidder, (c) the amount of the contracts awarded, and (d) the goods and
services procured. ln accordance with the Procurement Guidelines, the published information
for intemational competitive bidding contracts shall also include the bid prices as read out at
bid opening, the reasons for rejection of unsuccessful bidders, and the duration of the awarded
contract.

Governance and Anticorruption

15. The Bonower shall ensure or cause the Pro.ject Executing Agency to ensure
compliance with ADB'S Anticorruption Policy (1998, as amended to date) and (a) shall ensure
that the anticomlption provisions acceptable to ADB, the Bonower, and the Project Executing
Agency are induded 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 accrunts of the Project Executing Agency 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 cany 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 allsged corrupt,
fraudulent, collusive or coercive practice relating to the Project and (d) cooperate with any
such investigation and extend all necessary assistance for satisfaclory completion of such
investigation, and as included in the PAM.

Counteroart Suooort

16. (a) The Bonower shall ensure or cause the Project Executing Agency to ensure to
provide, as necessary, respective counterpart straff, land facilities, and counterpart funding for
the Project in accordance with the financing plan, cost of making land available and assistance,
and implementation and monitoring of respective EMPS, RPs and lPPs (including unforeseen
expenses b€yond the estimates), utility shifting, operations and maintenance of Proiect
facilities, and general Project management expenses in a timely manner through approved
annual budget allocations.

Procurement
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(b) ln addition to the foregoing, the Borrower shall ensure or cause the Projer:t
Executing Agency to ensure thal it has sufficient funds to satisfy its liabilities arising from any
Works, Goods and/or Consulting Services contract.

Facilities Maintenance

17. The Bonower shall ensure or cause the State to ensure timely and adequate funds to
the Projec,t Executing Agency for maintenance ofthe facilities created under the Project.

Communications and Particioation

18. The Bonower shall ensure or Gluse the Project Executing Agency to ensure that the
Project is undertaken in conformity with the stakeholder communication strategy as agree,l
between ADB, the Bonower, and the Project Executing Agency and refened in the PAM.

Road Safetv

19. The Bonower shall ensure or cause the Proiect Executing Agency to ensure that
community awareness campaigns about road safety shall be canied out along the road
conidors. The social experts from the IEC shall monitor the implementation.

Schedule 5
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PROJECT AGREEMENT

PROJECT AGREEMENT dated 30 August 2018 between ASIAN
DEVELOPMENT BANK ("ADB") and State of Kamataka acting by its Governor ("the State").

WHEREAS

(B) the State, in consideration of ADB entering the Loan Agreement with the
Bonower, has agreed to undertake the obligations set forth herein;

NOW THEREFORE the parties hereto agree as follows:

ARTICLE I

Definitions

Section '1.01. (a) Wherever used in this Project Agreement, unless
the context otheMise requires, lhe several terms delined in the Loan Agreement and in lhe
Loan Regulations (as so defined) have the respective meanings therein set forth.

ARTICLE II

Particular Govenants

Section 2.01. (a) The State shall carry out the Project with due
diligence and efficiency, and in conformity with sound applicable technical, financial, business,
and development practices.

(b) ln the carrying out of the Project and operation of the Project facilities,
the State shall perform all obligations set forth in the Loan Agreement to the extent that they
are applicable to the State, and all obligations set forth in the Schedule to this Project
Agreement.

Section 2.02. The State shall make available, promptly as needed, and
on terms and conditions mutually acceptable to ADB and the Bonower, the funds, facilities,
services, land and other resources as required, in addition to the proceeds of the Loan, for the
carrying out of the Project.

(A) by a Loan Agreement of even date herewith between lndia ('Bonower')
and ADB, ADB has agreed to make to the Bonower a loan of three hundred and forty six million
Dollars ($i346,0O0,000) 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 the State and that the State
agrees to undertake certain obligations towards ADB sel forth herein; and
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Section 2.03. (a) ln the carrying out of the Proiect, the State shall
engage competent and qualified consultanls and contractors, consistent with ADB s
procurement and consulting services, to an extent and upon terms and conditions mutually
satisfactory to ADB and the Borrower.

Section 2.04. The State 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 shall fumish, or cause to be furnished, to ADEI,
promptly after their preparation, such plans, design standards, specifications and work
schedules, and any material modifications subsequenuy made therein, in such detail as ADl3
shall reasonably request.

Section 2.05. (a) The State shall take out and maintain with
responsible insurers, or make other anangements satisfactory to ADB for, insurance of Project
facilities to such extenl and against such risks and in such amounts, as shall be consistent with
sound practice.

Section 2.06. The State shall maintain, or cause to be maintained,
records and acrounts adequate to identify the items of expenditure financed out of the
proceeds of the Loan, to disclose the use thereof in the Project, lo record the progress of the
Poect (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 and the State shall cooperate fully to ensure
that the purposes of the Loan will be accomplished.

(b) The State shall promptly inform ADB through the Bonower of anl/
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 Anangements,
or the accomplishment of the purposes of the Loan.

(c) ADB and the State shall from time to time, at the request of either party,
exchange views through their representatives rqarding any matlers relating to the Pro,ect, the
Slate, and the Loan.

(b) Except as ADB and the Bonower may otheMise agree, the State 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 subsiantially in accordance with
those agreed between the Borrower and ADB or where the terms and conditions ofthe conlrad
are not satisfaciory to ADB.

(b) Without limiting the generality of the foregoing, the State undertakes trl
insure, or cause to be insured, the Goods to be procured including imported for the Poect
against hazards incident to the acquisition, transportation and deli\Ery thereof to the place c,f

use or installation, and for such insurance any indemnity shall be payable in a cunency freel'y
usable to replace or repair such Goods.
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Section 2.08. (a) ln so far as it relates to the Project, the State shall
furnish to ADB all such reports and information as ADB shall reasonably requesl conc€rning
(i) the Loan and the expenditure of the proceeds thereof; (ii) the items of expendature financed
out of such proceeds; (iii) the Project; (iv) the administration, operations and financial status of
the State and KPWD; and (v) any other matters relating to the purposes of the Loan.

(b) Without limiting the generality of the foregoing, the State shall furnish to
ADB periodic reports on the execution of the Project and on lhe operation and management
of the Project facilities. Such reports shall be submitted in such form and in such detail and
within such a period as ADB shall 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 activitles and
expected progress during the following period.

(c) Prompuy 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 Stiate
shall prepare and fumish to ADB a report, in such form and in such detail as ADB shall
reasonably request, on the exocution and initial operation of the Project, induding its cost, the
performance by the State of its obligations under this Project Agreement and the
accomplishment of the purposes of the Loan.

Section 2.09. (a) The State shall (i) maintain separate a@ounts
and remrds for the Project; (ii) prepare annual financial statements for the P@ect in
accordance with linandal 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 auditoE prepare a r6port, whicfl includes the
auditors' opinion(s) on the financial statements and the use of the Loan proceeds, and a
management lefter (which sets out the deficiencies in the intemal control of the Poec,t that
were identified in the course of the audit, if any); and (v) fumish to ADB, no later than 6 months
after the dose of the fiscal year to which they relate, copies of such audited financial
statements, audit report and managemont l€tter, all in the English language, and such other
infonnation conceming these documents and the audil thereof as ADB shall from time lo time
reasonably request.

(b) ADB shall disclose the annual audited financial statements for the
Poect 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 lhem on ADB's website.

(c) The State shall enable ADB, upon ADB'S request, to discuss the
financial statements for the Project and the State and its tinancial affairs where they relate to
the Project with the auditors appointed by the State pursuant to subsections (axiii)
hereinabove, and shallauthorize and require any representative ofsuch 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, unless the State shall
otherwise agree.

Section 2.'10. The State shall enable ADB's representatrves to inspect the
Projec{, the Goods and Works and any relevant records and documents. I

I
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Section 2.1 1 . (a) The State shall, promptly as required, take €rll

action within its powers to maintain its corporate 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 Prqect or in the conduct of its operations.

(b) ln relation to the Project, the State 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) ln relation lo the Proiect, the State 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 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 perforrn
satisfactorily any of its obligations under this Project Agreement.

Section 2.13. Except as ADB may otherwise agree, in relation to the
Proiect, the State 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 Proiect Agreement,
and shall ensure thal all items of expenditures financed out of such proceeds are used
exclusi\ely in the carrying out of the Project-

Section 2.14. Except as ADB may otherwise agree, the State shall duly
perform all its obligations under the Loan Agreement and the Financing Arrangements, and
shall not take, or @ncur in, any action which would have the effecl of assigning, amending,
abrogating or waiving any rights or obligations of the parties under the Project and the
Financing Anangements.

ARTICLE III

Effective Date; Termination

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

Section 2.15. The State shall promptly notify ADB of any proposal to
amend, suspend or repeal any provision of its constitutional documents which, if implemented,
could adversely affect the carrying out of the Project or the operation of the Project facilities.
The State shall afiord ADB an adequate opportunity to comment on such proposal in takingl
any afiirmative action thereon.
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Section 3.02. This Project Agreement and all obligations of the parties
hereunder shall terminate on lhe 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 fullforce and efiect 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 Poect 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 permifted to be given or made at its address hereinafts specified, or at
such other address as such party shall have designated by notice to the party giMng such
notice or making such request. The addresses so specmed are:

For ADB

Asian Development Bank
6 ADB Avenue
Mandaluyong City
1550 Metro Manila
Philippines

Facsimile Numbers:

(632) 6s6-2444
(632) 636-2s40

For the State

Additional Chief Secretary/ Principal Secretary
Public Works, Ports & lnland Water Transport Oepartment
#336, 3rd Floor, Mkas Soudha
Bengaluru - 560001
Kamataka

Facsimile Number:

0091-80-22034839.
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Section 4.02. (a) Any action required or permitted to be laken, and
any documents required or permitted to be executed, under this Project Agreement by or cln
behalf of the State may be taken or executed by its Additional Chief Secretary/Principal
Secretary, Public Works, Ports & lnland Waler Transporl Department or by such other person
or persons as he or she shall so designate in writing notified to ADB.

(b) The State shall fumish 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 respecl of any default, crr

any acquiesoence in any default, affect or impair any right, power or remedy of such party in
respect of any other or subsequent default.

lN WITNESS WHEREOF the pa(ies hereto, acting through their
representatives lhereunto duly authorized, ha\€ caused this Project Agreement to be signed
in their respectjve names as of the day and year first above wriften, and to be delivered at the
principal office of ADB.

ASIAN DEVELOPMENT BANK

By K Qolo vada--
kenicni votoyama

Country Director

srATE OF rnHN*qxa

b

By
Raj Singh

Chief Project Officer, PIU
Kamataka State Highways

lmprovement Proiect (KSHIP)

i
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Project Administration Manual Purpose and Process

The projecl administration manual (PAM) describes the essential administrative ernd
management requirements to implement the project on time, within budget, and in accordance
with the policies and procedures of the govemment and Asian Development Bank (ADB). The
PAM shesl4jncludeg references to all available templates and instruclions either through
linkages to relevant URLS or diredly incorporated in the PAM.

The State of Kamdaka. actino throush its Kamataka Public Works, Ports, and lnland Water
Transport Departrnent (hereinafter r€fened to as KFrylr'D) is wholly responsible for lhe
implementatbn of AD&financed projects, as agrced joinfly bet\ €en the bonower and ADB, and
in accordance with the policies and procedures of lhe govemment and ADB. ADB staff is
responsible fior supporting implementation, induding compliance by the KP\,VD and the Project
lmplementation Unit of Kamataka State Highways lmprovement Poject (PIU-KSHIP) of heir
obligEtons and responsibilities for project implementation in accordance with ADB's policies and
procedures.

At loan negotiations, the bonower and ADB have she{I-agreegl to the PAM and ensureg[
consistency with the loan agreemenL Sucfi agreement shall-lgbe reflec'ted in the minuGs of the
loan negotiatjons. ln the event of any discrepency or contradiction between the PAM and $e
loan agreement, the provisions of the loan agreement shall prevaal.

AfterADB Board appoval of the projecfs report and re@mmendations of the President (RRP),
cfianges in implementation arrangements are subject to agreement and approval pursuant to
rolevant govemment and ADB administrative procedures (induding the Projecl Administratr-on
lnstruciions) and upon such approyal, they will be subsequently incorporated in the PAM.

I



PROJECT DESCRIPTION

1. State context. Kamataka state in southwest lndia has an area of about 192,0@ km2 and
a population of about 64 million.l Economically, Kamataka is one of lndia's better-performing
states---the per capita net income is about 50% above the national avel?tge, and grew at over
'l O9o per year during FY2A12 b FY2016.2 The population density is lower than the national
aveftrge, and the sex ratio (number of females to males) is 968 per 1,000 males, vs- the national
average of 940.3 The unernployment ard poverty rates are also lo\ rer than the national aveE€es,
aftd the sEb r€ceives substar ial foreign dircct invesfnent (thirGhighest nationally, after the
National Capital Region and Maharasfiba).

2. Transport network. ln tems of transportation, tlowever, the rail network in Kamataka
state is rather sparse, with a rqite of only about 3,000 kilometers (km), mosty on single line.
Because of the steep tenain along the westem hill Enge, he east-west rail connectivity is limited
to just one line ftom Hassan in tfle hinterland to Mar€alore on lhe west coasL The road network
is herefore a critical element of lhe economic infrastruchrre. Under tectrnical assistance OA)
7322t-lND of the Asian Developrnent Bank (ADB) for the Kamataka State Highway Network
lmprovement consuttants complebd a study for identifying a 'core road neturorlC (CRN) in the
state, as given in the follo^,ing table:4

Table 1: Core Road Length
Admin istrative Class Total Kilometers

National H(rhways (NH)

State Highways (Sl-0

Major District Roads

Total 24,226

3. Govemment strategy. Wtile economic devebpment in Kamataka has been good, it has
also been uneven, mainly foarsed around the capital region of BengEluru and Mysuru, and th€
coastal bvns of Mangaluru ard Udupi. Given its relatively sparse rail netwo*, Karnataka is
heavily &pendent ofl its road neh*ork for linkage between tle rural and urban economies. ln its
state ro€d policy (2009), the Govemment of Kamataka (GOK) recognizes the imporhnce of road
developmer( as an erigine of economic growlfi and poposes to develop all the stae highways to
two-lane width.s To achieve this obiedive, the GOK has been using a combination of budgetary,
public+rivate partlership (PPP), World Bank, and ADB financing b improve state roads. ln 2001,
the first lGmataka State Highways lmprovenent Project (KSHIP-I) was implemented with the
support of the World Bank ficr $360 million, addressing about z4@ kn of roads- The second
project KSHIP-||, is ongoing, which covers about 1,800 km of roads and has two parts: a World
Bank $350 million loan approved in 2011 and an ADB $315 million loan approved in 2010.6
Ho/vever, the development of the CRN roads requires further substantial funding estimeted at

t Govemmant of Kamataka (GOK), Drectorate of Economics and Statislics. Bengaluru, 2015.
htto://des.kar. nac.irldocs/sidGSOP%2020'l s16AE. odt

2 Govemment oI lndia, Minisdry of Finance. Economic Survey, 2016-2u7. Ayailable al
http://indiabudgd. nic. in/estatvol2. asp.

3 Govemmeflt of lndia, hth://censusindia,gov.in/201 'l -provJesults/data_files/india/FinalPPT_201 1_ctaders.pdf.
a Prepared under ADB TA 732qNO, Technical Assbtanc€ ior Kamataka State Highway Network lmprovemefit, by

consultant lt/US Scst Wilson lndia B/t Ud.
5 Public Wo.ks Departneflt - Kamataka, Kamataka Road Sector Po$cy (2oog). bngahrru.
6 AOB- 2010 42513-013: Kdnalaka Stde Highway lmproyement Projed

l.

.1,491

18,470

1,26s

I



2

$1 .7 billion, and the govemment has to support this proc€ss through a mix of funding sources

4. lmpact and Outcome. The impacl will be improved mobility and access to economic
opporunities, aligrned with the Three.Year Action Agenda (2017-2019 to 2019-2020) of tfe
Govemment of lndia. The outcome will be improved road transport efFciency and sefety in
Kamataka state.

5. Outputs

(D Output 1: StaE highways upgraded. At least 418 km of state highways upgEded
under tl]/trid annuity contracts and designed to standard specifications of two lane,s

with paved shouldeE or fiour lanes, depending on traffc volumes. Contracts will
indude 7-year performance.based maintenance obligations under a hybrid annuity
contrast structure. Urder this fiormat 757o of the estimated cost of the projed Yvill be
paid during tfle consrucfion period at specified milestones. The balance of 25Vo, as
well as costs of operations and mainEnance during the 7-year post-constructjon
period, will be pau as "semi-annuM payments on meeting the road availability and
perfofmance pararneters.

(iD Ornput 2: Road safety measunes on state highways instalEd. Road safety audit
conducled m all shte h[hways in the CRN to ident'fy critical accident spots, tYitrl

suitable measures implernenbd to amprove these accident spots. Acciderrt
mitigation measures are to be impl€ment€d for at least 12 identified accident spotsr.

(iiD Output 3: lnstihrtional capacity and eficiency of the Kamataka Public Works,
Ports, and lnland Water Transport Depsrtment improved. ISO 900'l:2011i
(quality management sysbm) and ISO 140trJ1:2015 (environmental management
system) certifications will be processed for the division and suFdivision levels itr
KH /D, across Kamataka. For the project, a public response system and .r

complaint handling mechanism will be instituted.

A.

II. ]MPLEIIENTANON PLANS

Project Readiness Activities

Table 2: lndicative Action Timeline

lndbatiw Activitks

Respon6ible
lndMduC/t niu
Agency/
Government

Advancc cortraciing
ac-tions

PIU-KSHIP

Land acquisfion and
R&R ac-tions

Retroac{ive finandng
ac{ions

PIU.KSHIP

Establish projecl
implementation
a r.a ng€fients

PIU.KSHIP

ADB Board approvBl ADB

Montha

JuDd
Aug
?o17

S€pt
zJ17

Oct
m17

I'lov
m17

Oec
m17

Jan
m1l

8
Feb
201E

Mar
fr18

x

X

X

X

X

{ xLoan sign,ng GovemmenU
ADB

I

PIU-KSHIP

I

I

I

I



lndic.ti\rc Activities

Govemment legal
opinion prorided

Government budget
indusion

Loan efuiveness

ADB = Asian De\rdoprneflt Ban(
Prqet R&R = rG€ifemeflt and rdrabilitaiion.
Source: Asian Oarldopment Bank

Responsible
lndiYiruaUUniU
Agency/
Gorremment

Gorr'emmEnU
ADB

Govemment
(ongoing)

Go/eanmed
ADB

lmplemeitation Unit ot Karnataka State Higlnrays lmprovement

Months
Jund
Aug
m17

S€pt
?o17

Oqt
2017

Nov
2017

Oec
20't7

Jan
m17

8
Feb
zJ1a

Mar
2018

x x

X

X x
I



B Overall Proloct lmplemontltlon Plan

Trblr 3: Grntt Chart of I Activities

DMF = doslgn 8nd monitodng framorvorlq k = kilom6ter, R&R = rosottl€ment and rehabllitatlon, SHs = stste higtNays.
Source: Asian Development Bank.
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A.

III. PROJECTMANAGEMENTARRANGEMENTS

Proiett lmpbmentation Organizations: Roles and Responsibilities

Table 4: lm Roles and ilities
Pmiec.t lmplemefitation
Orqanizatims Management Rol,es and Responsibilities

Kamataka Public worts,
Ports, and lnland Water
Transpo( Oepsrtment
(KPlrvD)

. Comdianco with ell loan co\renants (road sec{or reforms, social and
enviroflmental sefeguards, financial, economic, and otheas)

. Provr:ding furds a.!d staffing ss per the commitrnertyassurances on the
institutional devBlopmert cornponort

o Timely prwision of agreed counterpart funds for project activities
. Establistling a st ong financial managernent system ard corducting timely

finandal eudits based on the agreed timetsame, ard taking e@mmended
adions

. q,erseeim lie perfo,mancE of the project imdementation unit (PlU) of the
Kamatake Stete HEl ays lmprovEmem PEject (KSHIP)

. Ensu.irE pQioct srsteineffiily during poft-imp{ementathn $age and
reportlng to ADB on tie assessed develop.nent impacb

. Ir eragency coordinetion
Projed lmdementatlon Unit
of Kamsteka State
Highways lmprovernerd
Pmiect (Pl|.,L(SHIP)

o ConductirB preconstruclioo sclivities
. Re€ruiting irdep€rdent engineer consultants (lEC), nongovernment

onoanization (NGO) consullants, monitoring snd evalustion (lr&E)
consulta s, safety consuttants, and institutional devdopment support (lDS)
coalsultanls

. Recruiting @ntractoF
o Monitoring and evaluation of project adh/ities 6nd outputs, indLiding periodic

review, prepaation of r€vie$, reports refieding issues and time-bound actions
taken (or to be taken)

o lrwolving beneficiaries/repf€sentatives in all stages of proied development
and imcement8tion

. Public disdosure of projed odputs

. QlEtrty assurance ofrvorts and seavices of consuttants end counterpart statr
o Sukniting limely withdrawal applicalions to ADB
. Comdience wilh a[ loan covenarts (road sector rgforms, social and

erwironmental sefeguards, finencid, economic, and ottErs)
o Preparing regular periodic progtess reports, and prcject comdetion reports

and theirlinely s.lbrnisiion to ADB
o Prwiding tinely ouirance at eact $age of the projed for s.nooth

imdementetion in eccodance with the agred imdementdion anangements
. Reviarring all doaments that require ADB appmval
o Contlucting periodic loan ,Eview missions, a midterm review, and a

comdetion mission

I . Ensuring comdiance with sll loan covenants onstitutional srengthening,
social and environmental safeguads, nnancial, economiq and others)

. Timdy proc8ssing of withdrawal applications and release of eligible funds

. Ensuring comdiance with fnancial audit recommendations

. Regular update of the pIojed performan@ revierv reports with the assistance
of the PIU-KSHIP

. Regular posting on ADB websile of updated project information documents
for public disclosuG, and the sefeguatds documents as per the disclosure
provision ofthe ADB Sefeguard Policy Saternent

Asian Oeveloprn6nt Bank
(AD8)
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B. Key Persons lnvolved in lmplementation

Executing Agency
Kamataka Public works, Ports,
and lnland Water Transport
Department (KF /D)

lmphmenting Agency
Project lmplementation Unit,
Kamataka State Highway
lmprovement Project,
Public Works Departsnent

Asian DeYelopment Bank
South Asia Transport and
Communications Division
(sArc)

Mission Leader

Mr. M. Lakshminarayana, l.A.S.
Position: itional Chief Secretary to
Govemment of Kamataka
Telephone: +91 & D51449
Email address: prs.pl d@qmail.com
Offce address: Public Works, Ports & Inland Water
Transport Deparme( #336, 3rd Floor, Vik€sa Soudha
Bengaluru - 560001

Mr. Hvlanivannan P., l.A.S.
Position: Chief Project Officer
Telephone: +91 80 2249981
Email address: coooiukshio@omail.com
Office address: Project lmplementation Unit, 1st Floor,
P\rVD Annex building, K R Circle
Bengaluru - 560001

Hiroaki Yamagucfii
Posfion: Director
Telephone: +43 2 432 6745
Email address: hvarmouchi@adb.oro

Ravi Peri
Position: Principal Transport Specialist
Telephone: r€3 2 683 1Zl
Email address: rperi@adb. orq

I
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c Project Organlzation Structure

Krrnat!k! Publlc Works, Pons, & lnland W.ter Tr.nsport Department
Addltlonrl Chhf SccrGt.ry/ Ptlnclp!l SccrGtrry

Project lmpl.mcntltlon Unlt - Karnataka State Hlghways lmprovement Prorect (PlU-KSHIP)

Chlcf Prolrct Offlcr]

Prorcct Dlrcctor (PlU-I(SHlPl lnd.pGndGnt Enaln.c13, oth.r
lnrtltutlontl support
Consult!nts, NGOr

TGchnlc.l S.ctlon
Supcrlntendlnt Entln€srs (SEL, SE2, SE3l

Flnrnca lnd Accountr
. Deputy Secretary
. Jolnt Controller
. Flnance Manater

Admlnlst]ltlvG S.ctlon
Chlef Admlnlstratlve Off lcer

' Asslstant Dlrector

Lrnd Acqulshlon Scctlon
Speclal Deputy Commlssloner

Assistant Commlssloner (South)
Assistant Commlssioner North

Fllld Unlts
Executlve Entlneers (Ben6aluru,

KrishnaraJapet, Ranebennur)

EMP = environmental msnagornent plan, NGo = nongovernmont organlzation, sE = suporintondlng engineor

It

EMP hplGmontrtlon Unlt
(Rrports to SEll

. ExecutlveEnglneer(Envlronment)
. Asslstant Conservator of Forests
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IV. COSTS AND FINANCING

6. ADB will finance $346.0 million, which is 53% of the total project cost, while the
Govemment of Kamataka will finance $202 million, whicfi is 31olo of the total project cost. The
private sedor, through hybrid annuity contracts, will finarrce $107 million, which is the balance of
16% of the total project cost. ADB'S financing will be related to the following components: (i)

upgErding of state higtNryays; (ii) road safety audit and measures to improve accident spots; (iii)
consuning services related b these aspects; and (iv) consulting seNices related to improving
institrtional capacity and efficiency. ADB will also finance taxes and duties lhat (i) are within the
reasonable threshold identifted during the country partnership strategy (CPS) preparation
prooess; (ii) represent about 4% of the investrnent plan; and (iii) apply only to AD&financed
experdfures. The financing of the taxes and duties is consi.Jered maErial and relevant to the
success of the poecl- ln additbn to financing a proportbnate shate for the above components,
the Govemment of Kamataka will finance all costs related to 0) land acquisition; (ii) rehabilitauon
aRJ rese$emenq (ii) ooeration and maintenance works; (iv) prcject management (v) interest
during @nsftrdim; ard (vi) commitrneot charges. Detailed component-wise tabulations are given
in subsequent tables in this Project Adminisfation Manual.

A. Cost Estimates Preparation and Revisions

7. Cost estirnaEs were prepared by a set of tecfinical consultants recruited by the PIU-
KSHIP for preparing detailed projed reports, and reviewed by the PIU-KSHIP stafi. ADB recruited
consultants under a projeci prepaft ory tedtnical assistance (PPTA) to conduct a duediligence
exerc,se- The basic cost data for the projecl are based on a "Schedula of Rates br Roads arrcl

BridSes_St_Ngge8a!_LXgfn4raf published periodically by the Govemment of lGrnatak€, sPdde+{€,
January 2017 prices-_updeted-fr9!llg!!gl9-!i!19. During implementaton, the schedule of rates (if
any), along with the then qinent nomaliz€d bid rates, will be upda€d by the PIU-KSHIP on arr

annual basis, and used for assessing projed estimates and bid responses.

Key Ass.rrp6o*

The followim key assumptions underpin tha cost estimates and financing plan:

(i) ExcfEnge raE: ?A5J24JI| = S1.00 (as of 2'l Odober 201BJt *3e+4.

(iD Price cortingencies based on specled cumulative inflation over the
implementatbn period ere as follors:

Table 5: Escalation Rates for Price Contingenca Calculation
(vo)

B

8.

Item 20'17 2O1E 2019 2020 2021 2022 Average

Foreign rate of price inflation

Domestic rate of price innaton

2.9

5.60

4.5

1 1.30

6.0

16.80

7.6

2..30
9.'l

27.80

10.6

33.30

6.€l

,9.55
Sources: A.sian Oovelopment Bank lnternational and Domestic Cosi Escalation Factors 2017-2021; Asan
Devdopment gank estinl6,tes tot 2019-202-
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C. Detailed Cost Estimates by Expenditure Category

Table 6: Summary Cost Estimates
($ million)

Item Amounf
A. Base Gos19

1. Upgrading of state highways
2. Road saf€ty
3. lnstitrltional developrnent

subtorel (A)
Contingeocies'
Financing Chaees during lmplementationd

T6l(A+A+CF
t This indude3 taxes and duti€s of about S27 milion to be financed from go\rernment rGources by cash col fbdion

and ADB. The taxes and ddies to be f nancad by aDB 1i) s|,. wi6in tfie r€sonablo thr€shold identfied during the
countsy parhership slrategy preparation proc€ss; (ii) represent only 496 of th€ invEtnent dan; (ii) appy only to
ADB-financed €lpenditures; and (iv) t re fnarcing of ths t €s and duties is considered material and rela.ant to
the succ6s of lhe proj6(t

b ln January 2017 pdce6.

' Physical contingeocies computed at 296 licr civil works; price contingenci€s cornputed at 296 of local curency
cosE.d lndudes interest and conmiBnerit dlarges. lnter€st during constudion for th€ AOg loan(s) is comMed at the
ty€ar fixed swap ratr plus a sptead of 0.5% and rnaErity premiun of 0.1096. CoflrriEncnt cfiargG br an AOB
lo€n are 0.15q6 per ye€r on t,le undsbuBed ban amunt

e The sunrnarv of cost €stirnat* is €rc-lusive d th€ oo€ration and maintanance. and inter6st pavments to be oaid
to the conc€ssionaire bv the Stde Govemment after construction comolqtioa

Sourc€: Asian Oev€lopm€nt Bank estimates.

D. Allocauon and Withdrawal of Loan Proceeds

Table 7: Allocation and Withdrawal of Loan Proce€ds

B.
c.

594.00
12.00
9.00

615.00
18.00
?2-00

655.00

Sl- No. Amount Allocated
category ($)

Percentage of ADB Financing frrom the
Loan Accour

1 Wbdcs 307,000,000 75% of total sperditure daimed

2 Road Safety Component 12,000,m0 10096 of total expenditure daimed

3 Consulting Services 13,500,000 100% of tolal expenditures claimed

4 Unallocated 13,500,(x)0

Total 345,000,000
ADB = Asian De\reloprnent Bank
Sourc€: Asian Ogvdopment Bank estimates.

I

Item
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E. Dotrllcd Cort Eltimator by Flnrncl.r

Tablc 8: Oattllod Co3t Eltlm.tes by Flnancier
($ mlllionl

T6t.l
$ Mtllton

%

Co]npon.n!

L.nd rcqobltlon, r.rrllhn.nt .nd t h.bllrLtaon, udllty
A .hlfllnJ. tra. pl.ntlnt
B. Hybrld Anotrtv Contr..L

KollGt l- Hannur; chlntsmrnl- Andhn bordar; BanSaluru
., to NH-48 vl. MEgadl
2 Mrg.dl - Somw.rp6th
3 Gadag - Honn.ll

Rord S.tcty Works

ConruNna Salkas
I nd.p.ndent Englne.r(s)
Other (lnstltutlona I and Suppoft)

Prolact M.orlcmcnt
subtotalA-E

Co,rtlnlanclra
1. Phyrlc.l
2. Prlcc
Subtotrl Cortlntenclei

Fkr.ncbt Ch..I6
1. IDC
2. CommltnEnt Ch.tta.
Subtotrl FlnarrclnB ChargG!

TOTAL

ADB GOK
x%

.ooL''L
409-m

.m

o%
75$

o'a l
54 1

75*.
75%l

75'61

171.ool
o.oor

o.oo
102.25

c.

o.

12

18.@
9.OO

9.m

,*tai

75'6i
*x,

100961

12.m o.m

2.25 ora
q"

o%
oy.
a6

o.m

13.50
4.50
9.m

o*l
o.@l
o.-l

o.oo
332,25

1@%
29

s.ooi
176.oo1

,ryA
4,30
4.50
o.oo

o.m
106.75

o.oo,
0.oo
o,oo

o.oo
0.@,
o.oo

E

F

G,

5.O
cl5.oo

9,OO

9.m
lt.oo

o9t
L7%

6.75
6,75

13.50

25q"
25.
2s%

a.251
n.sol

I

o.@

cr6 o.m

53,{ 346.OO

1@r(
10x 2

ttx z)2.oo 15,(i 107-m
ADB = Asian Dev6lopmEnt Bank, GOK = Governmont ol Kamatska, I

Note: NumborE may nol sum prscisely b6causa ot rounding.
Sources: PublicWorks Oopartm€nt - Ksmatakel Asian Dovolopmsnl

DC = int.rost durlng construc.tion, NH = national higtr$.ay
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F. Detalled Cost Ertimatos by Year

Compor.nt

I Lnd .cqrhd,or, I.t td.m.o! and r.hrbtLtlon, utllty
A. rtlftlo;r m. plrn{nl
B, HybrldAnnultyContr.ett

16ll.8.l- H.nnur; Chlntrmrni. Ardhn bord.C 8.lI!luru
I to NH-48vI. M.iedl
2 | M.Fdl- Somwarpoth

3' G.d.g- Honmli

no.d S.irty Wortr

Ccn.ulint S.wk.r
lnd.psndrnt Entlno.(r)
Oth.r(l.Etltulon.l.nd Support)

Pill.ct Man.3ilr.rt
SutnotlllrE

Contnt nch.
L Phyrkd
2. Ptlsa
Subaotalcortlnt ncl.6

G,
i 
frr.nclnl ch.rtrt
lL roc

I 2. Co,llmlbrl.nt Ch.rgtt
Sqttot.l Fln.nclnl Ch.B..

TOTAL
ADB Asian Developm€nt Bank, GOK Governmenl of

($ million)
Toti i

S Mllon ,

59.85

6.18

73s.61

20lt : 2020 tt2t

o.@
102.25i

o.@
81.80

m18

51.30

73.62

751.27

122.12

12.@c.

o,

0.m

0.m

o.

68.13

0.75

121.95

0.36

1.@ 1,25:
118.5091.80

0.0Or

o.@

r..ti
.1.3s1
xToi

1

L

1

.20

.8018.@
9.@l
9.m

*l
l

9

E .@5

515,(x'

o.90
124.42

0.18
o.18

1.62
1.6?

3.24

_ 1.8{'

1.82

3.62

2.25

2.25)
4.s0

I

1.@t

85.80i

0.02

0.34
o.36

2.24 4.O2

2.76

!t4.82 99.rt 129.

0.34

4.37

s.96

0.1?
6.15

0.82

0.60

1.41

uaoS

I

t
I

I
I

655.mt 6&4t 15
Kamataka-!Qq:]!!e!9!]L-!!I!ogjg!!!l!lcf 19!-

Not6: Numbsrs may not sum pracl3ely beceusG ol roundlng.
Sources: FublicWorks O€parlm€nt - Karnataka; Asian Dovolopment Bank

NH = n8tionsl higllway.

Table 9: D.tailod Cort Ectimatas by Year

rzr.ol
409.@L

s9.85i

61.35

I

I
2022 2023 i

6.O01

I

20.o
2.ol

22.@)

,.-["l
I

',*i
'*l

x.8o I

,-rrl
a.trl

I

I'e.sol

o.os I

a,ttl

*.rJ

I

I

e.ool
s.6l
lt.ol

I
l

I

o4a



12

G. Detallod Co3t Estim.t€3 by Output!
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H. Contract and Disbursement S-Curve

9. The follot ring graph shows contract awards and disbursements for the allocated amounts
over lhe life of the project, on a quarterly basis, based on the confacl awards and disbursement
proiectbns.
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10- TaUe 11 indicates the same details of confaci anards and disbursements for the
allocded anxxnts o\rer lhe life d the projec( on a quarterly basis, based on the confaca awafds
and d isburs€ment proiections.

Table 11 : Codracts and Disbursement Tabulation
Qua rter/Yea r Cumulati\re Ayard

($ mifiion)
CumuLative Disbu6ement

(t mifiion)
Q1/2018 0

QZ20'tE 1t 0

Q3i/201E 35

o.4t2018 52 7

o1/2019 69 17

a2J2019 '104 31

Q3/2019 138 45
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Q = quarter.
Source: Asian Dar'glopment Baok effimates.

l. Fund Flow Diagram

11. Disbursement rnethods as ouuined in ADB'S Loan Disbursement Handbook (2O1n wU
also be adopEd for the prcject As tE main disbursemer method, he loan will adopt the
reimbursement method br payments- The GOK will provide the ADB loan and @unterpart funds
to the PIU-KSHIP for project implementation, ensuring sufficient budget br payments to the
contractors based on the submitted invoices. The PIU-KSHIP will then submit claims to the
bonouyer, wt|o will in tJm submit them to ADB. ADB will pay the bonower out of the ban and the
bonower will pmvide additional cenhal assistance to the PIU-KSHIP hrcugh the GOK. The GOK
u,fll be responsible for meeting the financial responsibilfies and obligations of the PIU-KSHIP for
the project. The following diagram shows how he funds will flow from ADB and the bonower to
impbment project activities. Section V.B below indicates more details ofi the disbursemer
mechanism.

Qua rte r/Year Cumulative Award
($ million)

Cumulative Disbursement
($ miliion)

Q4/2019 173 59

41/2420 208 73

o:,2020 242 67

a3t2020 294 104

Q4t2020 36 121

4112021 138

Q?,2021 156

43/2021 tl.,
Q1t2021 190

Q112022 208

Q2t2022 28
Q312022 253

a4t?022 277

Q112023 254

0.212023 311

Q312023 329

41/2023 3,,t6
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v. FINANCIAL MANAGEMENT

'12. The implemenung agency, the PIU-KSHIP, was set up as a special purpose unit to
implement pojects of multilateral banks. The PIU-KSHIP is like a division of the KHIy'D and under
its administrative authority, but it has a fairly autonomous function. The PIU-KSHIP will maintain
a separate account for the project. Financial management risks will b6 considered and updated
throughout the life of the project Risk mitigation measures will also be updated accordingly.

A. FinancialManagementAssessment

Borrower
(Ministry of Financ€TcAAA)

Got €mment of
Kamataka

through KPWO

13. The financial management assessment (FMA) was conducted in June2016in accordance

Contractors
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with ADB'S Guidelines for the Financial Management and Analysis of Projecls (2005) and the
Financial Due Diligence: A Methodology Note (2@9). The FMA considered the capacity of the
PIU-KSHIP, including fund flow arrangements, staffing, accounting and financial reporting
systems, finandal information systems, and intemal and extemal auditing arrangements. Based
on the assessment the capacity of the PIU-KSHIP is @nsidercd adequate in poect financial
accounting and in ADB disbursement ptocedures. The PIU-KSHIP has been ttrc exeoJting
agency for previous ADB and World Bank loans and the assessment of its prior performance in
financial managernert indicates the PIU-KSHIP'S capacity with respect to auditing r€quirements,
indudhg timely sr.bmission of audited project financial statements, which has been good. Major
conems have not been identified. As the fr.nd flors are entirely through the hldgetary process
and govemrnent trea$^lry, all Fansaclions are recorded as per govemment accounting systems
and uttimately reflecGd in the state govemmeflt accounts. These are subjec{ to statutory audit by
the Comptroller and Audibr General (CAG) of India in line with consuirtonal provisions in lndia.
The audited accorlnG are placed bebre the state legislature.

14. ln addfion, transaction audits are also canied out periodically during the year by the
AccounEnt C'eneral (an arm of the CAG at the state level) to ensure conbrmity with the relevant
codes and standards. Apart ftom these, the KSHIP also prepares quarErly financial statements
for individual projects of multilaEral agencies as rrell as annual staternents. A financial
managemert sysEm based on the ofi-theshelf accountjng software Tally is used. A firm of
cfiartered accountants has been appointed to carry out intemal audit in line with the requirements
of lhe World Bank and ADB. Annual statements of pmject accounts are subject to audit by the
Accountant General based on the Auditing Standards promulgated by the CAG. A review of the
a{dits ftom F\2013 to FY2016 indicates m rnajor adverse audit @mment. Horvever, a key
weakness that has been iJentified is th€ vacancy in the financial oversight posfions in the PIU-
KSHIP, whicfi are to be stafied by govemment offcers. Are b this circumstance, the risk of
financial marnageryrrnt has been rated as Moderate. Certain action points have been identifted
ard set qrt in Table 12 belorv.

Tablia 12: Action Points on Financial Risk
Rist Activitles to Mfiqate Responsibility Timeline

Fund flow: Counterpart
turds for the project

Gndementalirn and
hy,ffi annuity pqyments)
are not availaue on time.

Assurances will be placed
in the project agreemerns
that counterpart funds for
the projed omplementation
ard hybri, annuity contract
payments) nrill be made
available on Ume.

GOK At the time of loan
negotistions

Reporting and
monitodng: Furds
received trom
govemmer for
imdementation and
hybrid annuity contract
paymentrs arE not
segrcgeted and
maintained.

Records of tund llorY for the
projeci need to be
maintained separately.

PIU-KSHIP

Human resources: Key
financial management
positions are not staffed

Key positions need to be
stafied.

GOK, PIU.KSHIP From FY2018

ADB = Asian Development Bank, FY = tiscal year, GOK = Gor'omment of Kamataka, Plt.l.KSHlP = Project
lmplementation Unit of Kamataka State Highways lmprovement Projecq Q = quarter
Sourcer Asian Deyelopmont Bank.

Ongoing, coanmencing
from Qtl 2016
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B. Disbursement

Disbu6emed Arrangements for ADB Funds

15. The loan proceeds will be disbursed in accordance with ADB'S Loan Dlsbu6ement
Handbook (2017, as amended from time to time) and the detailed arangements agreed upon
bet\i,een the govemment and ADB. Online Faining for project staff on disbursement policies and
procedures is available.T Project stafi are encouraged to avail of this training to help ensure
efficient dishJrsement and fiduciary contol.

16. St tement of expenditure procedure.8 The stabment of expenditrre (SOE) procedure
may be used br reimbursement of eligible expenditures or liquidation of advances to ttle advance
account(s). Supporting doqJments and recods br the epenCituI€s claimed under tfie SOE
should be maintained and made readily availabb for revie,ry by ADB's disbursement ard review
missions, upon ADB's request for submissbn of supporting documenG on a sampling basis, and
for independent audit

17 . ADB'S imprest account procedure will not be used for the p,oject Direct paynent
procedures will also mt be used for the proiect

18. The PIU-KSHIP will be responsible for (i) preparing disbursernent projections, (ii)
reguestr€ budgetary allocations for cqrnGrpart funds, (iii) collecting supporting doq.lments, and
(iv) preparing and sendirE withdrawal applications to ADB.

19. Before tE submission of the first withdrawal application, the govemment should submit
to ADB sufficient evijence of the authority of the person(s) who will sign the witMrawal
applications on behalf of the bonolver, togefrpr with the authenticated specimen signatures of
each authorized person. The minimum value per withdrawal application is set in accordance with
ADB'S Loan Disbursement Handbook lndividual paymenb belout this amount should generally
be paid by tle PIU-KSHIP and subsequendy claimed b AOB through reimbursement ADB
reserves the rig01t not to accept withdrawal applications bebw the minimum amounl

20. WtMrawal applications and supporting dooJments will demonsbat€, among other things,
that lhe goods and/or services u€re prcduced in or ftom ADB members, and arc eligible for ADB
fhancing.

21. All dishrsements under govemment financing will be canied out in accordance with the
regulations of the Go\remment of lndia and the SEte Ciovemment of Karnataka and accounting
principles acceptable b ADB.

G. Accounting

22. The PIU-KSHIP will maintain separate poject financial statements ard re@rds by funding
source for all elpenditues incuned on the prqect. Project financial statements will follo/v
accounting principles and practices prescribed by the govemment's accounting laws and
regulations.e

7 Dsburse.nent eleaming: hth://wpqr4.adb.orgy'disbusement_eleaming
8 Sl)E brms are available in Appendix 78 and 7D of ADB'S Loan Dsbursement Handbook (2017, as amended from

time to time).
e Govemment laws and regulations, and following lndian Generally Accepted Accounting Principles.
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D. Auditing and Public Disclosure

23. The PIU-KSHIP will cause the detailed consolidated project financial statements to be
audited in ac@rdance with the govemmenfs audit regulations by an auditor appointed by the
Auditor General, whicfi is acceptsble to ADB. The audited financial sEtements will be submitted
in the English language to ADB within 6 months of tie end of the fiscal year by the executing
agency.

24. The annual aLldit report for fie project financial staternenb will indude an audit opinion,
which cover (i) ,,,vhether he poed financial statements present a true and fair view or are
presenEd fiairly, in all material respects, in accordance with the applicable financial reporting
frame{vork; (iD wf}ether loan proceeds u€re used only for he purposes of the project or not and
(iiD the level of compliance br each financial covenant cortained in the legEl agreements for the
projecL lf a managemerit letbr is prepared by the auditor, this shall also be st$mitEd to ADB.

25. To ensrre the timely submission of audited project financial staternents, the PIU-KSHIP
shall formally rcgqest fle CAG to indude th€ audit of the projeci accounts in fleir yearly work
plan. UnaudiEd prorect financial staEments should be submitted to the CAG Sor audit within 3
months of the erd of tle fiscal year.

26. The goyemrnent and the PIU-KSHIP have been made aware of ADB'S policy on delayed
submissiofl of audited project frEncial statements, and the requirBments fortfE staEments being
of satisfactory and acceptable quality.to lf the audits required are not conducied in a manner
satisfactory to ADB, or if the audits are substanlially dehyed, then ADB resen es the rtlht to
requirc an a&itional audibr, as mutJally agreed with the bonoirer, to complete the audit in a
satisfaclory and timely manner. ADB reserves the right to venfy tle proj€rds financial ac@unts
to confirm that tlp share of ADB'S financing is used in accordance wifi AOB'S policies and
procedures.

27 . Compliarr with financial reportir€ and auditing Equirements will be monitoed by revia^/
missions and during normal program zupervision, ard follouted up reguhrly with all concemed,
induding the eu<Emal auditor.

28. Public disdosure of the project financial stetements, induding the audit report on the
proFdfinanchl staEments, will be guid€d by ADB'S Public Communications Policy (2011).1' After
revbw, ADB wi[ disdose the project financial statements br he pojoct and the opinion of fle
auditors m the financial staternents wihin '14 days of the daE of Oreir receipt by posting them on
ADB'S wEbsiE. The Audit Management Leter will not be disdosed.

10 Following as ADB'S policy on delayed submEsron of audited pro.ject financial stat€ments:
(D Wn€n audit€d pmied financial stEternents ere not recaiv€d by lha duo date, ADB ryill vvrite to the executing

ageacy advising that (i) the audit doqJmeflts are overdue, and (ii) it they are not rec€ived within the next 6
months, requests ior ne\,v cofltract awards and disbuBement such as n6 replenishment of imprest acrounts,
processing of n6w reimbursemenq and issuanc€ of n€lv commiEnent l€tt€6 will not be procsssed.

(ii) When audited proiecl iinancial stat€rnenb have not be6/r. recdvad yr hin 6 months afrer th€ due dde, AOB w'll
withhold proc6sing of requests for new confad awerds and disbuGsnent such as na,v replenishm€nt of
imprest accounts, processing of na./ reimbuEement, and issuance of nely corrnirnent letters. ADB will (i)
inicrm the executing agency of ADB'S ac'tionsi and (ii) advise that the loan may be suspended if the audit
documeflts are not received within the next 6 months.

(iii) when audited proj€ct financial statements havg not been recoived wthin 12 months aller the due dde, ADB
rnay suspend the loan.

1r Available at http:/l,ww.adb.org/documenwpcp-2o11?reFsite/disclosurey'publicstons
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VI. PROCUREMENTANDCONSULTINGSERVICES

A. Advance Contracting and Retroactive Financing

29. All advance contrading and refoac{ive financing will be undertaken in onformity with
ADB's Proqrrement Guidelines (April 2015, as amended from time to time) and ADB's Guidelines
on the Use of Consuttants (March 2013, as amended.from time b time).r2.13 The issuance of
invitatons to bid under advance contacting and retoactive financing will be subject to ADB
approval. The bonourer, the Govemment of Kamataka, and the PIU-KSHIP have been advised
that approval of advance contractirE and retroadive financing does not commit ADB to finance
the proFct

30. Advance contrac-ting. The PIU-KSHIP has requested advance aciion to epedite the
consultant selection prooEss, induding finalization of the request for proposals and evaluation
and procrrement of urorks under hybrid annuity contracts, as rl,ell as preparation of bidding
doqlments and call for tenders

31. Retroac-ti\re financing. The PIU-KSHIP has reguested appovalfor retroactive ftnancing.
lf approved by the Board, the reimbursement of elbible expendifures under the loan, subiec{ to a
maximum amount of 20% of the loan amount may be n|ade befiore the efrdive date but not
earlier than 12 months before the signirE of the loan and pro,ed agreemenb.

B. Procurcment of Goods, Works, and Consulting Services

32. All procunernent of goods ard yuorks will be un(brtaken in accordance with ADB's
Proqirement qJidelines.

33. The PIU-KSHIP and AOB have discussed procurement packages and procedures and
understood that t|€ proposed propct involves mainty irftemafonal competitive biddirg (lCB),
although one package is under national competitive bidding (NCB). The proolrement plan should
be updated whenever change in the proorrenent arrarEemerts is required and agreed.

U. An l&month prccurernent plan indicating threshold and revieu, proc€dur€s, goods, r,wrks,
and consrlting service con!'act packages and NCB guidelines is cited in section Vl.C below.

35. Procurernent activities under the PIU-KSHIP will b€ lhe responsibility of fle Chief Proiect
Officer (CPO), who will be supported by the Prc{ect Diredor, SuperinEnding Engineer, and other
st# and consuhants. ADB will clos€ly monibr all malor project implementation activities.
Cont'acts br civil worfts yvill comprise three ICB packages. All contacB for civil works and goods
will be pro@red in accordance with ADB's Procuremert Guidelines.

36. All consultants will be recruiEd according to ADB'S Guidelines on the Use of
Consultants.la The terms of reference br all consulting services are cited in sedion Vl.D below.

37. Consulting services are required to facilitate project managerEnt and implementation.
lndependent Engineering Consultants (lEC) will be tunded out of loan proce€ds. As per tlle hybrid
annuity contrac{s, the IEC for each contsacl will be funded 50:50 each by he KF/VD and the

12 Available at htts:/ i,'\,rw.adb.orgrDocumerits/GuftrelinEs,/Pro6rrernenucuidelin6-ftocureiner{.pdt
1r Available at htQ://V,w\,v.adb.org/Docum€ntycuidelines/Consulting/Guadelines-ConsultanE-pdf
1' Ch€cklists ior adions required to contraci consultants by method are available in the a+landbook on Projed

lmpie.nentation at htp:/ m,v!y.adb.org/documendhandbookgprojectjmplernentation/
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hybrid annuity contractor. After tfle availability period of the loan, the KPVr'D will continue to rnake
any residual payments out of its own funds. For the consultants for road safety audit and
implementatbn support, the funds will be met entirely out of loan tunds. The expertise
requirefilents of consultanb are given in the relevant sections of the terms of reference in
Attachment 5 of this PAM. Consulting firms will be engaged using fie quality- and cost-based
selection (QCBS) rnethod with a standard quality:cost ratio of 80:20.

38, The PIU-KSHIP will institute a referencing system in record keeping. All proqrrement files,
induding bid invitations, winning bids, evaluation reports, pre-contract doorments, contract
doqJments, and invoi@s, will be kept in single contract files. The govemment regulations require
keeping all records for 8 years, which sufficianUy cover the ADB requirement to keep the proiect
records for 2 years after project completion, considering that all projects under the proposed loan
are envisioned to b€ completed wihin !4 ]€ars fiollowing procurement activities.

C. Procurement Plan

39. The procu.ernent plan is in Attadrment 1 of this PAM and describes all procurement of
good and works to be undertaken for the project based on the Pocurement Capacity Assessment
undertaken separaEly fior the PIU-KSHIP.

D. Consultant's Terms of Refercnce

40. The terms of reference for the lndependent Engineering Consut{bnts are given in the
relevant sections of the terms of reEren@ in Attacfimer 5A of this PAM. Th€ Erms of reference
of the Road Safety Audit Consultant are given in Attachment 58. ln addition, an lmplementation
Support Consuhhnt (lSC) will assist the PIU-KSHIP with contrac* rnanagement safeguards,
finEncial managernent, and accounts. The terms of reference of the ISC (national) are given in
Attachment 5C.

VII. SAFEGUARDS

4'1.. Pursuant to ADB'S Safeguard Policy Staternent (SPS 2009), ADB tunds may not be
applied b the activities described on lhe ADB ProhibiEd lnvesfnent Aciivites List set forth at
Apperdix 5 of the SPS.!5

A. EnvironmentatSaEguards

42. The project is categorized as B based on ADB's Safeguard Policy Staternent as the project
scope involves the improvement of existing state highways (SH) to $andard two lane SH. The
project rDads do not pass through any environmentally sensitive arcas, and no significant and
irreversible environmental impacts are expected. Five initial environmental examination (lEE)
reports, including an environmental management plan (EMP) and environmental monitoring plan
(EMOP), have been prepared for the five project rcads.

43- The EMP is a plan br mitigating all anticipated envirmmer impacts during project
constnrction and operatiofl. Specific mitigation measures with details on locauon, time, and the
responsible agency for implementatiofl are given in the EMP. The EMOP is a plan for monitoring
the quality of air, water, noise, and soil. The contraclor will outsource trese monitoring activittes
to laboratories that are approved by the National Accreditation Board for Laboratories (NABL).

15 Ava able 8t htF:/ ,!lw adb org/srteVdefaultfiles/pub/2009/Safeguard-poticy-Staternenuune2oog pdf
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The PIU-KSHIP will carry out the compensatory affiorestation activities and maintenance or
through specialized agencies that can carry out tree plantation, maintenance, monitoring, and
reporting.

u. No environmental clearance is required for any of the five project roads. Forestry
dearance for diversion of forest land will be required fior three roads: (i) Chintamani to Andhra
Pradesh border, (ii) Magadi to Somwarpet, and (iii) Gadag to Honnali. Clearance from the
Arcfieological SuNey of lndia (ASl) is required brthe Magadi to Somwarpet road because of the
presence of two ancient bmpleslo near the road in RamanathapuE. Cutting of tre€s is required
fror all five roads- The dearances and bee cutting permits will be proces-sed and obtained by the
PIU-KSHIP bef,ore tlle start of consffudion works in the respective road sections. Permitrs,
certificaGs, no-obiection leters, etc., fior activities sucft as operation of hot mix phn6, operauon
of equipment and macfiinery, sourcirE of ground water, eE., must be obtained by the contractor
before the implernentation of the respective construciion activity.

45. The EMP for all project roads will be athched to the respective cont-act documents. The
responsibilities of the respective parties and agencies on implemerting the environmental
safeguards are given belor:

PIU+(SHIP. The Environmental Managernent Plan lmplementation Unit (EMPIU)
under the PIU-KSHIP has an Exeqrtive ErEineer for environment and an Assistant
Conservator of Forests.rT An Assistant Exeqrtive Engineer will be recruited to assist
the Environment Engineer. The EMPIU will ensure compliance with all environmental
safeguard requirg.nents as stated in he lEE, EMP, EMOP, and loan covenants for the
prolecL Specifically, the EMPIU will (i) conduct perbdic site inspeciions; (iD review and
approve quarterly environmental monibring reports submitted by the lndependent
Engin€ering Consultants (lEC); (iii) revis^, and approve annual envircnmental
monitoring reports submmed by the IEC Eam and submit thes€ to ADB for disclosure
on the ADB website; (iv) process the bresfy and ASI clearance and the fee cr,ltting
permit as stated above; and (v) implement tfi€ compensatory afforestation pogram in
parhership as provided in the lEE.

lmpbrnentation Support Consultant (lSC). The ISC will have an Environmental
Specialist to assist tle EMPIU in oveGeeing the impbmentation d environmental
sdeguards. Support will be provided as necessary to the EMPIU in delivering their
responsibilities as stat€d above.

hdependent Engineering Consultant (lEC). The IEC will have a team that indudes
a Senior Environmental Specialist and Junior Environmental Specialist for supervising
environmental safuguard activities. They will be responsible for (i) regular site level
monitoring; (ii) providing technical advice and on-the-job training to the contractor to
enable smooth implementation of the EMP; (iii) updating the EMP as necassary; (iv)
preparing quarterly monitoring reports and annual environmental monitoring reports
for submission b the PIU-KSHIP and f,or furher submission to ADB for disdosure on
the ADB website; and (v) providing necessary tecfinical support to the EMPIU.

ee#ra@ionnaire. The @ll aPpoint an
Environmental Ofiicer along with an Environmental Health and Safety Eam to ensure

16 The two ancient temples are each locatod 132 moters and 172 m€ders, respectively, from the cflterline of the road
17 The Assistant ConseNator of Forosts is on deputation from the Oepaltnent of Forests.
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proper implementation of the EMP in aocordance with the contEct agreemenl They
will be responsible for obtaining permits, noobjedion certinc€tes, consent to establish
and operate, etc. for crushing plants, hot mix plants and other madrinery in a timely
menner, and for preparing monthly reports on EMP implementation for submission to
the lEC.

6. An initial coordination qJm Faining workshop will be organized by the ISC during the pre-
constuction stage and further during the construction stages for the PIU-KSHIP staff, he IEC
stafr, and he €frra€b@lignallCs.

B. Social Safeguards

47. lnvoluntary rcsettbme.rt The projed is categorized as A based on ADB's lnvoluntary
Resetuement Saiaguards because of its significant impacts, which will afred24,244 prsons and
require 46[].58 hectares of private hnd. The prefened approach to deal with private land ancl
assets will be through direct purchase, bllowing the prcvisions of Section 46 of lndia's Right to
Fair Compensation and Transparency in Land Acquisition, Rehabilitation and Reseffement Act,
2013 (RFCTLARR Act 2013) and ADB'S Sahguard Policy Statement (para.25, lnvoluntary
Resetlement Requirement 2, Appendix 2, p. 48).rB As per ADB's SPS requiremenl he faimess
and transparency of the direct purcfiase appoach will b€ independenuy monitored by a third-
party monilcr appointed by ADB- Should direci regotiations fail, the involuntary safeguards
standard requirement will be figgered. Five resetuement plans (RP) have been prepared and
disdosed on ADB'S website. The total budget reguired for direct purchase and the imp,ementation
of tfie resettlement phns and utilitv shiftino is about $171 million. The cost of direct purcfiase. e€d
resettlement activities.gnd_Eillu_SblEi0g will be entirely bome by the Govemment of Kamataka.

48. lndigcnous peophs s&gualds. The projeci is cafegorized as C based on ADB's SPS.
The roads do not cross custornary or tibal hnd and the census survey conftrmed that the few
scfieduled ffie (SI) ho.rseholds who are atrected (3J5.5%) are mainsteamed in the wider
socjety and share similar ocarpations and religious beliefs as noFST households.

49. lmplementation arangements for dir€ct purchase and resett{ement activities. Direc{
purchase and reset6ement activites will be implemenEd by th€ KSHIP'S social development and
resettlement cell, whidl will be composed of 17 stafi.

50. Socaal devEloprnent and Esetdement cell (SDRC). The SDRC will compris€ fie
bllowing key staft (D one Spechl Oeputy Commissioner for Land Acquisition in dlarge of
suppoffng dired purdiase and land acquisfion aclivities who will be stationed in Bangelore; (ii)
one Chief Administrative OfficeI 0i) one Assistant Director for Social Weltare; and (iv) one
Resetflement and Rehabilitafon Manager respoflsible br resetIement and rehabilitation
aclivitjes. They will be supported by five Social Development Ofricers (three stationed in the new

r8 SPS Appendix 2, paragraph 25, p. 48: "Saieguard Requirerneots 2 doss not apply to nagotiated 6etlements, unless
elpropdation \ryould resuft upon the failure of n€gotiations. Negotiated sedtements h6lp avoid €xproprialion and
eliminate the need to use goverrurefltal authority to rcrnove people forcibly. The bonower/dieot is encouragad to
acquire land and oftef ass€,ts throwh a negotiated s€[i€rnent$fierever possible, based on maaningful consultation
with afiact€d peGons, induding those without legal tiue lo ass€ts. A n€gotiat€d sefiernent will ofer adequate and
fair price fur iand ard,lor other ass€,{s. The borowsr/dient wil ensur€ thd any negotidions with displac€d persons
openly address the risks of asymmefry of infotmation and bargaining povrs of the parti€s in\olved in such
transactions. For this purpose, the borcwor/client will engage an independent extemal party to document the
negotiation and setlement processes. The bonowEr/dient will agree with ADB on consultation processes, policies,
and lau6 lhat are applicable to sucfi transaciions: third+aaly validation: mechanisms for calculating the replac€m€nt
costs of land and other assets afiected; and record{eeping requiremonts.'

I
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division offices of Bangalore, Rannebennur, and Krishnaraipet, and h/r,o in the Bangalore head
ofiice) and eight Social Welfare lnspectors (six stationed in the new division offices and two in the
Bangalore head office). The SDRC will manage the intemal monitoring system of direct purcfiase
and resettlement ac{ivities, update tlle resettlement plans, and submit semi-annual social
monitoring reports to ADB.

51. lmplementation Support Gonsultant (lSC). The ISC will have a Social Specialist to
assist the SRDC in overseeing the implementatjon of dinect purchase and resettlement activities.

52. Resetflement impbmerting agencbsllrlGos. Three reseUement implementation
ag nc,es have beefl recruited in March 2017 to facilitate the implementation of the five
resettlement plans.le They will work as a link betr\reen the SDRC and the affected community,
and conducl the following key tasks: (D identification, verifieltion, and updating of the census of
affected households; (ii) develop micro plans in consuhation with the project afiected prsons and
the PIU sHt (iii) educaE poject afiected persons on the ent Uement mafix; (iv) assist afiected
households in identifying suitable altemate land frcr rese$ement purpose; (v) prepare and
dishibute entiuement identity cards; (vi) assist afiecled persons in geuing benefits from various
ggvemment development programs; (vii) conduct the livelitpod development program; (viii) help
establish and set up the grievane redress commitees; (viii) conduct ongoing consultations with
afiected persons with special attention b women and vulnerable groups; and (ix) set up and
manage tlle intemal monibring sysEm.

53. lnd€pendent Engin€oring Consultant (lEC). The IEC'S team will indude two social
experts (one key expert and one non-key expert) who will be responsible for the following: (i)
guide the implenrentatbn process d the direcl purchase and resefiement activities; (ii) help set
up an intemal monitoring sysEm; Cii) participaE and monitor th€ prcjeciJevel grievance redress
committee; and (iv) support the prepaftrtion of the semi-annual social monitoring reports.

G. Grievance Redr€ss echanism

54. The existing grievance rcdress rnecfEnism (GRM) used for Ute KSHIP-I and KSHIP-||
projects will b€ tullo\^€d under KSHIP-lll. The purpose of the GRM will be to receive and tacilitate
the resolution of atrecEd people's @ncems, cornplaints, and grievances about the social and
environmental perfonnance at the proFci level. The GRM will aam b provide a timrbound and
transparcnt mechanism b voice and b resolve social and environrnental concems link€d with the
projed The project-specific GRM is not intended b bypass the govemment s own redress
process, rather it is inbnd€d to address projecl afiected people's concems and complaints
promptly, rEking the GRM readily accessible to all segrnenb of fued persons and scaled to
the risks and impacts of the project. Hence, depending on the naure and significance of the
grievances or @mplaints, the GRM will comprise procedures b address grievances at the projed
site level and at the PIU-KSHIP level. More serious complaints hat ciinnot be addressed at the
PIU-KSHIP level will be forwarded b the respective grievance redress committee (GRC).
Complainants may access the formal legal system at any time.

55. ln addition to the sndard grievan@ redress mechanism describ€d above, the project will
build up on the eperbnce of KSHIPJ and KSHIP-|| and @ntinue using its mobile and u/eb-based
grievance r€dress platbrm. The KSHIP has appguled__a__99lscltsnt_ydh fully stafred Public

ls Sahyadri Community Oar'dopment and Wo.nen Empowerment Sociely. SiGi; Ejapur ldegrated Rural Oevelopment
Society, Hunugund; and Swamy Vivekanand Samaj Seva Samsthe, Sutagatti.

I
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Response Center that u*s a 24-7 phone helpline and its proiect lnebsite to receive, quickly
address, and efficienfly follow up and monitor complaints and grievances- Complainants can
submit their grievances in English or Kannada using mobile and SMS, Iandline, website, social
media, and in writing to the Public Response Center. The status or resoludon of grievances can
be monitored by the KSHIP sffi and the wider public at the website, wwl.kship.in/.

VIII. GENDER AND SOCIAL DIMENSIONS

56. Gender. The project is categorized as "some gender elements" (SGE) based on the
Guidelines for Gender Mainstreaming Categories of ADB Projects (2O12 updatd). Pedestrian
and gender-sensitive measures have been inGgrated to maximize project benefrG. Table'13
belor lists these measures and the insutJtions responsible for implementation.

Table 13: Gender Actions

ADB = Asbn Devdoprn€nt Banlq DPR = detailed project report, IEC = hdependent Engineering Consullant Ptu-
KSHIP = Pr( j€ct lmpl€rnentalion Unit of l(amtaka S:tat€ Hilr ,ays lnProvernent Proied
So.rrce: Asi{l Dardoprn€rt Eank

57 . HMTAIDS and human traffickang. The PIU-KSHIP shall ensure that community
awareness campai]ns 6cx.rt HIV/AIDS and human traficking preventbn will be canied out along
the proiect road conidors by the resetfement and community awareness NGOs/agencies in
coordhation with existing local prcgrams. Moreover, the PIU-KSHIP shall ensure that the vyorts
contracts under the prored incorporate provisions to the efied that he contractors are required
to (D cany out HIV/AIDS awareness prwrams br hbor, and (ii) disseminate information at
worksites on the risks of sexually hansmitted diseases and HIV/AIDS as part of heatth and safety
measures fior those employed during construction. Such contracts will also include clauses for
termination in case of any breach of the stated provisions by the contractors. The social experts
from the lEc will monitor the implementation.

58. Labor standards. The State Govemment of lGmataka and the PIU-KSHIP shall ensure
that the \ rorks conFacts under the project follow all applicable labor laws of ttle Govemment of
hdaa and the State of Kamataka and that these furher include provisions to the effect that
conhactors will (i) follov/ and implement all stahrtory pmvisions on labor (including not employlng
or using children as labor, equal pay for equal work), health, safety, welfare, sanitation, and
working conditons. Such contrac{s will also include clauses fur termination in case of any breach

Actn ity Responsibility
1 htegrate pedesiriaG.friendly features into road

design suct as hrs shelters, welFma.ked cmssings,
sefety signage, @e.tuian wallways in the form of
raised wall(way, haad shoulder, sofi shoulder, or
covered drains dep€nding on available tilht of w8y
and local n6€ds.

. DesEned by tie DPR Consultant
o lmplemented by the ci\ril worts contrador
. Monitored by PILLKSHIP/IEC

2 Ensure and monitor the pattidpation of at least /t0%
of rvomen ard gifls in community awaeness
aciiwes (road safety, human tramcking, and
HIV/AIDS awareness prevertion) and consultations.

o lmplemented by tfie resettlement and
community awareness NGO

. Monitored by P|L!'KSHIP/|EC and
reported in the semi-annual social
monitorim re@rt

3 Monitor women's participation in construdion and
maintenance aclivities.

. lmplemented by the cMl worts contrac{or

. MonitorEd by Plt,.KSHlP/lEC

. (Sexdisaggregated data to be collected
for the number of mairtenancs lvorkers
omdoy€d)



of the stated provisions by the contractors. The IEC will monitor the implementation.

59. Road safety. The PIU-KSHIP shall ensure that community awareness ermpaigns about
road safety will be carried out by the resetdement and community awareness NGOs,/agencies
along the road conidors of the proiecl. The social erperts from the IEC will monitor the
implementation.

tx PERFORMANCE TIONITORING, EVALUATION, REPORNNG, AND
coiruuNrcATroN

A. Projec{ Design and ironitoring FEmeworft

60. The des(?n and monitoring fiarnework (DMD is in Attachment 2 of this PAM.

B. Uonitoring

61. Project performanc€ monatoring. The achievement of the project performance targets
will be assessed following the DMF. The PIU-KSHIP will, wihin 3 months of the loan signing,
develop a systematic project p€rformance monibring system, in brm and substance, whicfr is
acceptable to ADB for use thowhout the life of the project The PIU-KSHIP will also establish,
within 3 months of loan efiedivefless, a baseline for performance indicators b be used br
monitoring the implementation of eacfi road subproject The PIU-KSHIP will conduct annual
evalualion sun/eys br each road subproiect, in accordance with the project performance
monitoring system, to evaluate the scope, implementation anangemsts, progress, and
achievement of the projecl objectives.

62. Compliance monitoring. Compliance with covenants will be monitored hrough ADB'S
project adminisfation missionsjncfrrding the project inepuon mission-b dis@ss and confirm
the umedable for compliance with tle loan covenanb; project review missions to evie$, the
borowe/s compliance with particular loan covenants and, where there is any nmcompliance or
delay, to discuss proposed remedial measures with the govemrnent and lhe midErm review
mission, if necessary, to revieu, covenants b assess whether they are still relevant or need to be
changed, or waived due b changirq circumstances.

63. Safuguards monibring. lmplementauon of the EMP, RP, lPP, and social mitEation
measures will be monitored intemally by tle designated PIU-KSHIP ofncers and exEmally by the
e)(Hnai rmnibr and ADB safuguards sffi.

64. Environrnent safeguard monibring. Records on implementation d the mitigation
measures on site will be mainEined by the confactor on a monthly basis- Based on hese records
and spot checks of at least once a mmth by the lEC, monitoring reports will be compiled on a
quarterly basis and submitted b the KSHIP-EMPlU. These quartsdy ,mitoring regorts will turther
be compiled into annual environmental monibring reports for all proiect roads fur further
submission to ADB fior disdosure on the ADB uebsite. lf there are any cfianges in th€ design or
alignment, or if there are any unanticipated impacts, the EMP of the respective road will be
updated to account for any additional or new environmental impacts and relevant corrective
actions. The need for revising the respective IEE report will also be reviewed and confirmed in
discussbn with ADB.

65. Social safeguard monitoring. The SDRC of he PIU-KSHIP will be responsible foroverall
intemal monitoring and evaluation of the poect progress for social safeguards. Social sabguards

)q
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will also be monitored by a Social Development Specialist from ADB's South Asia Regional
Department.

66. lntemal monitoring. An intemal monitoring system will be established by the SDRC and
the RP implementing agency/Nco with the support of the lndependent Engineering Consultant's
resettlement experts. A set of process, out@me, and baseline indicators will be developed and
the baseline gathered at the mset of RP implementation. These indicators will include assessing
whether resetdement goals have been achieved, whether livelihood and living standards have
been resbred, and provide recommendations for improvement Monitoring will also ensure the
recording of afiected persons' views on resetUement issues, such as the displaced peoples'
understanding of entiuement policies, options, and alternatives; siE condiUons; compensation
valuatim and dishrrsement; grievance redress procedures; and staff competencies. Moreover,
the RP implemenfng agerr/NGO will develop a system to manage land acquisition and
resefiement data (records of compensation and disbursemerts) as well as b rnaintain records of
consultations, grievances, and redress.

67. Extemal monitoring. The PIU-KSHIP will recruit extem€l monirbring consultants to
monitor the implementation of the r€settlement plans and community awareness ac{ivities. Key
activities will include (i) reviewing and assessing the performance of the amplementation of the
resetuement plans; (iD monitoring the implernentation schedule against the targets ecfiieved; (iii)
monitoring the implementation of HIV/AIDS and human f"affcking prBvention community
awareness activities; and (iv) monitoring compliance of the civil works with core labor standards.

68. lndependent monitoring. ADB will Ecruit a third-party monitor to ass€ss fie fiaimess and
transparency of the direct purchase process. The independent rnonibr will report directly to ADB.

69. Gendcr monitoring. The lECs will undertake monitorhg of the number of uomen
emptcyed fior rnainEnance. Sex{isaggrsgabd data should be cou€ct€d and raported in the semi-
annual social monitorirE report (see Table 14 belail).

70. Monitoring reports. Regular monibring reports will be prepar€d for the KSHIP and ADB.
Table 14 provides more details on the required reports to be produced.

Tabb 14: Social Oirect Purchase

m The table lists all the reports reiated to the mpl€rnentation of res€tflement adivities-arefl intemal reports already
induded in tie tetms of rererence ofthe resettlement phn (RP) implarenting llco/agency or extemel monitor. The
list is not etclusive to the safeguards reports required to be disclosed as per tie Safeguard Policy S-tat€ment.

Frequency ResoonsibilityType of Repott Content
Pmvide the updeted list of atrected
persons and assets afrer the jdnt
verfication suNey.

Once NGO/KSHIP/IEC
to submit to ADB

RP update

Addendum(s) Detail the land ecquisition and
resettlem€rt impads, socioeconomic
survey of afiected persons, mitigation
ard rehabilitation measures,
budgetary requirements, and timdine
for implementalion.

To be prepared rYhen
either condiron belofl is
met:
O for sedions ofthe
proiect s'here the desif
is not final
(i) for unforeseen
activities with
resettlement

NGO/KSHIP/IEC
to submit to ADB



TYp€ of Report Frequency ResponsibiliW
Monthly
progress repoft

Progress on land acquisition and
resettlemenl activities, progress on
indicetors, results, issues affecting
peffomance, constmints, variation
tom RP (if any) and reason for the
same, and oorections rBcommended

Monthly RP imdemer ing
agency/Nco to
submit to Plu-
KSHIP

Semi-annual
social monitorirE
report

Progress on land acquisition erd
resetfement adivities, indicators,
varietions Crf any) lyith exdanation
and outcome, recqnmended
coc€rlive actions
Progress on the imdernerilation of
cofltrnunity awaraness activities on
HIV/AIOS, human tratrcfing, and
road safety, and reportino on gender

SemFannually PIU.KSHIPNEC to
submit to ADB

Erdemal
monitofing report

ProgrEss on land acquisition and
rese{flement activities, indi:ators,
\rariations Crf any) with oplanation
artd outcome, affected pefson's
sstishdion with prooess, complisnce
with ADB'S SPS, conective actions
r€corrmended-
Progress on ihe imdementation of
@tnmunity awarenoss adivities on
HIV/AIDS, humen tramc&ng, end
road saEty

SemFannually E)demal monitor
lo submil to Plu-
KSHIP

lndependent
mooitodng r€poft
- diGcl
prt drase

Assess tie faimess end transpar8ncf
ofthe drect purchase proc€ss and
oonoemGd (rvners' sstisfadion rvith
p@cBss.

Semi-annually lndependent
monitoring tean
ADB to submit to
ADB/PII.I.'KSHIP

Reseulemert
completion
report

Overel narrative of the land
ecquist'lion and resettlement prccess,
otrtruts and outcomes of indicators
fo.n b6eline, key varistions/
drames, lessons leemed

Once KSHIPNEC to
submit to AOB

27

AOB = Adan Devdop.n€na Senk IEC = lnterneabnal En(ineering Consultant, KSHIP = l<am.tak8 State Highways
lmprovsn{t Prqe4 llGO = nongo/.rnment organization, PI(,I-KSHIP = Proiect lrIplsnantation Unit of Kamataka
S[sb Hig]rv6f |rPror,€in€{rt Ploj€d, RP = rosefiern€rt plan, SPS : &f€guard Polira Std€rnent
Sol,c€: Asian Oq€lopanent Aank

C. Evaluation

71. The proFct inception mission will be fielded soon after the legal agreements for the project
are dedarcd effeciive; thereafter, regular reviews will follow at least annually. As necessary,
special loan adminisilration missions and a midErm revie$, mission will be fielded, urder which
any changes in scope or implementation arrangement may be required to ensure acfiievement of
project objectives. The PIU-KSHIP will monitor project implemefltation in accordanoe with the
schedub ard timsbound milestones, and keep ADB informed of any significant deviations that
may resuh in the milesbnes not being met. A poject completion reporfl will be submitted by the
PIU-KSHIP wihin 3 months of physical completion of the pro.iect providing deEiled evaluation of
the progress of implementation, costs, consultant performane, social and economic impad, and
other details as requested by ADB.

21 Proiect completion report tormat is available at htF/wv'4v.adb.org/sites/defautuflss/pai+07-a.pdf

Content
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D. Reporting

72. The PIU-KSHIP will provide ADB with (i) quarterly progress reports in a format consastent
with ADB'S pro,ect performance reporting system; 0i) semi'annual social monitoring reports; (ii)
consolidated annual reports includirE (a) prog€ss achieved by ouFut as measured through the
indicatols performance targets, (b) key implementation issues and solutions, (c) updated
procuremert plan, and (d) updated implementation plan fior the next 12 months; and (iii) a project
compl€{ion report within 6 months of physical completion of the project To ensure projects
continue to be both vhble and sustainable, p{oject financial slaternents and the executing
agencfs audited financial staEments, togeher witt the associaEd auditoas rEport should be
adequaEly rrvievved.

E. StakeholderCommunicationStrateSy

73. The proiect will fullow ADB'S standard @nsultation and disdosure requirements and
provide relevant information, induding information from the above doarments, in a timely manner,
in an accessible place, and in a fofm and languages und€rstandable to all affected people and
other stakeholders. ff tle afiecled people are illiterate, other appropriate communication rnetlods
must be used, such as direct verbal communications through one-orrcn€ meetings or other
meetings, and grievance rcdrEss meetings. ln addi6on, with he support of the resetllement
implementing NGOS, the PIU-KSHIP will disfrihxe leaflets oudining key pro.iect ampac$ and
entitlemer s to afiected persons, post the contact information about the grievane redress
committee, conduct information sessions at the drtset of projed implementation, and bllow up
with consultation meetings to updab road residents of civil work progress throughout the life of
the project. The KSHIP already has a urebsiE in both Kannada and English ouuining the features
of the projecl (wvvw.kship.in).

74. Salient informafion regarding th€ project, including scope, general progress statis,
beneficiaries, inyitation for tid, and consuttant recruitment notices, will be provided to the public.
The information will be made availabb and updaEd thru/gh the official $ebsite of the PIU-KSHIP.
The safeguard documents, i.e., initial environmefital examination reports, including the EMP and
the resettement plans, will be posted on the ADB urebsite-

X. ANTICORRUPTIONPOUCY

75. The Govemment of lndia, the State Govemment of Karnataka, the KP'VVD, and the PIU-
KSHIP are advised of ADB's Anticomrpfrcn Policy (1998, as amended to date). Consistent with
its commitment to gpod govemance, accountability, and fansparency, he implementation of the
proiect shall adhere to ADB's Anticonuption Policy. ADB reserves he right to review and examine,
direcdy or lhrough its agents, any alleged conupt, fraudulent, collusive, or coercive praclices
relating to fie project In this regard, invesfigation of govemment officials, if any, would be
requested by ADB to be undertaken by the govemment.

76. To support these efforts, relevant provisions of ADB'S Anticorruption Policy are included
in the loan regulations, agreements, and the bidding documents. All contracts financed by ADB
shall include provisions specifying the right of ADB to audit and examine the Ecords and accounts
of the State of lGmataka, the KPWD, and the PIU-KSHIP, and all contractors, suppliers,
consultants, and other service providers as they relate to the projecl lndiyiduals/entities on ADB's
anticonuption debarment list are ineligible to partjcipate in ADB-financed activity and may not be
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awarded any contract under the project.22

77. Karnataka has been among the first states In the country to enact specific legislation for
anticorruption measures through the Kamataka LokayuKa Acl (Act 4 of '1985), which appoints an
anticorruption ombudsman with specific porrers. Karnataka has also legislated the Kamataka
Transparency in Public Procurements Act (Act 29 of 2OO0) that govems all public procurenent
and ensures transparency. The PIU-KSHIP will follow norms and standads prescribed in the
legislatbns ard exeqrtive orders issued by the state govemment from time to time, which
emphasize integrity and t'an+areficy in managing of twrks. To achieve this goal, the e-tendering
system hEs been introduced in 2fi)9. Ofter initiatives such as the computerization of accounts
and the web-based u,ork progress rmnitoring system have been developed to eflhance
transparency.

78. ADB'S Anticoruption Poliry designates the Office of Anticorrupdon and lntegri#3 as the
pc$nt of contact to report allegations of fraud or corruption among ADB-financed projects or its
stafr. The Office of Anticonuptbn and lntegrity is Gsponsible for all rnatters related to allegations
of fraud and conuption. For a more detailed elphnation, rafer to the Anticorruption Policy and
Procedures. Anyone coming across evijence of corruption associated with the project may
contact the OfFce of Anticomrption and lntegrity by telephone, facsimile, mail, or email at the
frollowing numbersi/addresses:

. by ernsil at integriq@adb.org or antiooruption@adb.org

. by phone at +63 2 6[t2 s(xx

. by fiax to 1$3 2 6315 2152

. by mailat the following address (Ptease mark con€pondence gE!ggy.,l@E!@!!gD:
O'mce of Anticorruption and lnEgrity
Asian Development Bank
6 ADB Avenue
MandaluyorE City 1550
Metro Manila, Rrilippines

79. The website of the PIU-KSHIP will provide updated, detailed infiormation on pmject
implementation. For example, it will include procurement-relaEd information sucfr as ongoing
tenders, list of participating bidders, name of the winning bijder, basic details on bidding
procedures adopted, amount of confact awarded, and lhe list of gpods and/or services procured.

XI. ACCOUNTABILITYMECHANISM

80. People who are, or may in he futurc be, adversely atrected by he project may submit
complaints b ADB'S Accountability Mecfnnism. The Accountability Mecfianism provides an
independent forum and process whereby people adversely affected by AD&assisted projects can
voice, and seek a resolution of their problems, as well as report alleged violations of ADB'S
operational policies and procedures. Befiore submiting a complaint b the Acountability
Mechanism, atrecEd people should make a good faith efiort to solve their problems by vtorking
wih the concerned ADB operations department Only after doing thal and if they are still
dissatisfied, should they approach he Accountability Mechanism.2a

z AOB's htegrity Office w€bsite is available at htts:/i,rltav.adb.orgy'integrity/unit.asp
a ADB'S lrteg.ty Ofhc€ ry€bsite is available at htts:/ r$,tlv.adb.orgr'integrity/unit.asp
2a For further information, see http://vyw\fl adb.oQ/Accountability+elechanisrddefault.asp

I
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PROCUREMENT PI-AN

Basic Data

A- Process Thte3holds, Revi4, and l&.Motdh Procurement Plan

1. Proirt Procurernent Thngsholds

1. Except as the Asian Development Bank (ADB) may otherwise agree, lhe following
process thresholds shall apply to procurement of goods and uorks.

Procuremol ofcoods and Works
Method Thteshold

ProFct Nam€: Kamalaka State Highways
lmprovement lll Proiecl

Executing Agency: Govemment of lGmataka,
acting through Public Worts, Ports, and lnland
Water Transoort Department

Cour ry: lndia Loan Number:

Loan Amount: $3/16.000.000 Date of First ProcuEment Plan: 30 June 20'16

Dab of this Proclt]emer Plan: 23 ocbber
m17

lntemational Competilive Bidding for \ brl(s
Ir emational Competitive Elidding for coods
Nalionel Competitive Bidding for Worl(s
National Competitive Birding for Goods
Shoooinq for Goods

Egual to or above $40 million
Egual to or above $1 million
Below 040 million
Below $1 million
Below $100,000

Z ADB Prior or Post Reviw

2. Except as ADB may olherwise agree, the folloiving prior or post reyiew requiremer s
apply to the various proolrement and consultant recruitmefit methods used for the projeci.

ProcuEment Mettod Prior or Post Comments
Procur€merlt of WorlG and Goods
lntemdional Cornp€{iti\re B&rding forworlG
lntemetional Compelitive BirdirE for Goods
National Competiuve Bilding for Wcrks
Netional Competitive Bidding for Goods
Shoorino for Goods

Prior
Prior
Prior
Prior
PdeeAst

Recruitrne,tt of Consrlting Firms
Qua and Cost-Based Selection Prior

3. Goods and Works Contracts Es{imated to Cost More Than 31 lrillion

3. The following table lists goods and wofts contracts fior which proqrement activity is either
ongoing or elpected to @mmence within the next 18 months.

I

I
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General
Description

Contract
Value

Ptocurement
Method

Prcqualificataon
of Bidders

c//N)

Advertisement
Date

(Quarter/Year)
Comments

Road
conslruclion
induding
culv€rts,
b.irges, and
associated
works

$100-
$150
millaon

tcB N 0:,2017 3 contract
packages

Road safety
measrires

$12
milion

a3/2018 1 contract
package

NCB N

ICB = international cornp€titive ffiding, N = no, NCB = natioflalcomp€t ive tidding, O = quarter, Y=yes.

4. Consufting Services Cor racts Estimabd to Cost MoIe Than $ifl),(x)O

4. The following tab{e ltsts consulting seNices contracls for which procurement activity is
either ongping or expecied to commence within the next 18 months.

Cr€neral
Des€.iption

Contract
Valtre

Recruiunert
ilettod

l,ldionel or
lntemalional
Assignment

Advertiselnert
Date

(Quarternfear)
Comments

lrdepefident
Engineering
Consultant

$3.00 million QCBS (80:20) lntemational QU2016 Package 1

lndependent
Engineerirp
Consulta,

$iI.00 million OCBS (8020) lntemational o3I2016 Package 2

lndependent
E;€ineering
Consultant

t3.00 million OCBS (80:20) lr emational 0312016 Pactage 3

lmplementation 
'200millbnSupport

aCBS (80:20) National Q1t2018

Road safety
audit and
der*ln

$2.50 million aCBS (EO:20) lnlemational Q3/ 201E

O = quarter. QCBS = qualitf and cost+ased se{ection



Attachment 1 of PAM 33

B. lndicatii/e List of Packages Required under the Project

5. The following table provides an indicative list of all prccurement (goods, r orks, and
consulting seNices) over the life of the project. Cofltracts finanoed by the bonorrer and others are
also indicated, with an appropriaE notation in the comments section.

General
Oescription

Estirnated
VahE

(Ctrrttulative)

Estimated
ilumber of
Contracts

ProcuGment
t cthod

Domestic
Pr€feIence
Applacable

Comments

Works siloo million 3 tcB No

Wo*s $12 million 1 NCB No

Consulting
SeMces $18 million 11 OCBS (60:20)

ICB = inte.national compcttive bidding, NCB = rEtional corpetitive tidding, OCBS = quelity- and cost+ased seledion.

Full Technical
Pmpo6al

I
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DESIGN AND MONITORING FRAMEWORK

Outcorne
Road transport effi ciency
and $fety in Kamataka
imprcvecl

Nati Aayog, covemment of India. ?o17 . Three Ye€,' Adion A$nda (2O17-18 to 2019-20). Na/v Oelhi.
b Features include covered dBins, fuoFaths, marksd p€dgstrian crossings and walkways, safety waming signs, bus
shelters, and safoty signage.

lmpact the Proiect is aligned with:
reeYear Aclionnities ndaMobi and accessibil to economic

Performance lndicators
Targ€ts and Baseli

Data Sources and
Reporting

ltlBchanisms RisksResutts Chain
Bym24
a. Movement of people
and goods on rehabilitated
roads as measurEd by
annual average daily
traffic increased by {)%.
(2015 beseline: 3967
PCU/day)

b. Average travel time on
the project roads rcduced
by 20%. (2015 baselino:
1 .8 minutegkm)

c. Vehide operating cost
(economic) on lhe pnied
roeds r€duced by 25%.
(2015 baseline: Rs7.70
per km for cals and
Rs20.6O per km br
medium trucls)

d. Fstalities on the project
,oads reduced by 10%.
(2015 baseline: 0.05
fdatrtieYPCU/day).

a-{. Completion report
submited by
indeperdent
engineoring consultart
and epprored by KF rD

Transport
demand is
impac{ed by
sevefe econon c
reversals in
Kamataka.

Outputs
1 . State hilNvays
upgraded

By 2023:

1a. At least 418 km of
sate highways upgraded
to 2{ane with paved
shoulders or +lanes under
hybrir-annuity oontracts
(20'17 beseline: 0)

1b. Road safety features
benenfling lhe elderly,
women, cfiildren and the -
disabled installed in at
leest 22 locationso. (2017
baseline: 0)

1a.-b. Quarterly
progrcss repons by the
porect implementation
unit

Maror tumover in
key projed slafi
during
implementalion

I
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By 2423:
2a. Road safety audit
comdetd on state
hbhways in the core road
netwofk. (201 7 baseline:
Not completed)

2b. Acddent miti{Ftion
measufes inplememed for
at least t2 identified
accide spots. (2017
baseline: 0)

2a-2b. Quarterly
progress rePorts by lhe
project imdementation
unit

3. lnstitutional capacity
and efficiency of KP'VI,D
improved

By2AZ3:
3a. Ceru'fication
doarmentetion and audit
fo. ISO 9001:amg
comdeted in at least 150
suHivisional offices of
KPWD (2017 baseline: 0)

3b. Certification 8nd
doGJmentation erxl audit
for ISO 14q)1:20'15
comdeted in 8t lea$ 40
dMsional ffices in KPl ,D
(2017 baseline: 0)

3c. PubIc rcsponse
system and complaint-
handliqg mecfisnism
established (2017
baseline: I{ot estabfisfi ed)

By 20'19:

3a.-3c. Gompletion
certificale by KPI ,D

1. Stab hignrays upgrrded.
1.1 S€lect, engage and mobilize lndependent Engineering Consult nts by Ol 2016.
1.2 Awe.d contracts for upgrading ebout ttlE kn of state higlrways by Q2 2018 and comdete

construction by 04 2023.
1-3 Conduct post-implernefltetion measurement of indicators by KP1 ,D by Q12024.

2. Road safety rneasutes on sate highways installed.
2.1 Procure consuttants for conduding road safety audit by Q4 2018.
2.2 Comdete road safety audit and identificatjon of impmvement measures by Q l 2020
2-3 Complete imdementation of identifed road safety measures by Q4 2023.

3. lnstitrtional capacity and efiiciency of KPI ID improved.
3.1 Mobilize consultants for public respons€ system by Q4 2018.
3.3 Commence design of puHic response system and complaint hendling mechenism by Ql 2019
3.4 Estauish public response system and cdnplaint handling mechanism by Q4 2019.
3.5 Mobilize consuttants for systems ass€ssnent and certificetion Oy Q1 2021 .

Key Activiti{s with I'ialestones

2. Road safety measures
on state hBltways
indalled

I
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ISO = lntemational Organiution ior Standardizaton; lgn = hlo.n€te[ KFA/D = Kamataka Puuic Wofis, Pofts, and
lnland Water Transpod Oepartreot rcU = plssenger car unit Q = quarte[
Sourca: Asian Oe\r€lopment Bank

3.6 Commence certific€tion audit and documefilelion by Q2 2022.
3.7 Comdete implementetion of ISO 9001:2015 and ISO 14001 :2O15 comdeted in idedmed divisional

and sub.,(lavisional offices of KPIM, by Q1 2023.

Proiect Manageme.t Activitaes
Establish project implementation un,ts by Ol 2018.
Comdete RP adivities by 03 20'19.
Make available counterpart funds by Ql 2018,

lnputs
Asian Developrnent Bank $316 million loan
Govemmer of Kamstaka: S202 million
Pri\.aie sector $107 m lion

Assumptions for Partn€r Financing
Not applicaHe

I
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LIST OF PROJECT ROADS

kn = kilom€ter, = rnaior di*id road, SH = €iate highrray.
Source: Asian Development Bank

SH No- District
Length

(km)
Package
Numbea Na.ne of Road

SH79 Chamarajanagar1a Kollegal - Hannur 23.8

1b Chintamani - Andhra Pradesh Border SH82 Chikkabalapura
Kolar 39.6

1c BerEaluru (NICE RoaO - Magedi -
Kunigal

SH85
and
MDR

Bengaluru Urban,
Ramanagara 59J+.0

2 Magadi - (Neeo Somwarpet SH85 Ramanagsra,
Tumkur, Mandya,
Mysore, Hasan

1605.q5

3 Gadag - Honnali SH57
ard
SH26

Gadag, Haveri,
Davengere 1fi.2

Total 'll E.6
,Ha3

I

I

I

I
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MAP OF PROJECT ROADS

INDIA
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DESIGN STANDAROS

The desirn standards and general design consideratons for all subprojects include the following:

Applicabb Design Standards

(1) Two lanes with paved shoulders - IRC: SP: 73 (2015)

(2) Four lanes divided caniageway - IRC: SP: 84 (2014)

A. Road C'eometry

h = hour, km = hlometer, m = meter

B. Pavement Design: Fl€xibb Parr€nrent
. Applicable code: IRC - 37 - 2012
. Design life: 20 years
. Minimum treffic loading: 20 MSA

C. Bridges / Structurcs:

sl. No- Design Spccification Unit Propos€d Design Standards

1

Design Speed

km/hr

Plain / Rolling
Plain/Rollino (open coumry) 100 / 80
Plain/Rollino (Buitt-up Area) 60/50
MountainouYsteep (Open Country) 60 / /t0
Mountainousi/Steep (Built-up Area) 10 130

2 Lane W'rdh m 3.5

3
Raised Median (for +lane, indusive of
shyness)

m 2.5

4 Footpath (n Built-up area) m 2 to 2.5

5 Shoulder Wdth Cferrain: plain/rolling) m
Type Pavcd i Unpaved
Rural 1.5 i 1.Ot2.O

Built-up i 2.0

b
Camber % Flexible
Caniaga.reylPaved Shoulders 2.5
Earthen Shoulders 3.0

7
Gradients

oh
Ruling Limfing

(a) Plain and Rolling 2.5 3.3
(b) Mourdainous 5.0 6.0

I
Minimum Horizontal Curve Radius

m
Phin A Rolling Mountainous & Steep

D€sirable Minimum 400 150
Absolute Minimum 230 75

I
Sigfrt Dislance 100 km/hr 80 km/hr
Stopfrinq Sioht Oistance 180 120
lnlermediate Siqht Distance 360 240
Overtaking Sight Distance 640 470



. Applicable codes: IRC: 5: (2015), IRC: 112 (2011), IRC:5 (2014), IRC: SP: 13 (20()/.)
and other applicable lRC, manuals

. Design flood ftequency 10o years
D. Otflers:

. Locations of signs shall confom to IRC:67-20'12 and Section 80o of MORTH
specifications

. Roadskie drainage shall be in accordance with IRC: SP:42-2014 and IRC: SP:5G2013
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ARTICLE zg

PAYMENT OF BID PROJECT COST

23.1 Bid Project Cost

Thc Parties expressll' agree tlrat the cost of construction of the Project, as on the Did Date, rthich is
due and palable try the Authority to the Conctssionaire, shall be deemed to be Rs r,r44-5 Crore
(Rupccs one thousand one hundred and fourty four cmres fifty lakhs) Cfhe 'Bid Projcct Cosr")s.
The Parties further agree that the Bid Project Cost specified hereinabove for payment to the
Concessionaire shall bc inclusivc ofthe csst of construction, interest during construction, working
capital, phlsical contingencies and all other costs, expenses and charges for and in r€spect of
constmction ofthe Pmject, sare and except any additioual costs arising on account ofvariation in
Price lndor, Change of Scope, Chanle in Law, Forre Majeure or breach of this Agreement, li'hich
costs shall be due and payable to the Coneessionairc in accordance with the provisions of the
Agr€ement- For the aroidancc ofdoubt, the Bid Pmject Cost specified herein represents tte amount
due and payable by the Authority to the Concessionaire and may be less tban, equal to, or more than
the Estimated Pmject Cost.

29,2 Adjusted Bid Pnojcct Cost

23.2.t The Bid Pmject Cost specified in Clause z3.r shall be revised from time to time in accordance uith
the prcwisions of this Clause z3.z to reflect the \rariation in Price Index occurring after the Reference
Index Date immediately preceding the Bid Date.

The Bid Pmject Cost adjusted for rariation between the Price Index occurring between the Reference
Index Date preceding the Bid Date and the Reference Index Date immediately prcceding the
Appointed Date shall be deemed to be rhe Bid Pmject Crst at commencement of consuuction.

For every month occurring after the Appointed Date, the Authority shall compute the vadatioD in
Price Index occurring between the Reference Index Date preceding the Bid Date and the Reference
Inder Date precediog the date of Invoicg aud shall e"xpress the latter as a multiple ofthe former (the
'Prlce Indcx Multiplc"). All Inroies to be submitted by the Concessionaire to tbe Authority for
aud in respect of tle Constnrction Period shall be tbe produet of the relevant proportion of the Bid
Pmi,d Cost and the Price ludex Multiple applieable oD the date of Invoice. For the avoidance of
doubt and by way of illustration, if(a) the Price Index on the Reference Index Date pr€ceding the Bid
Date, say January 3r, 2016, is 2oo (two hundred); (b) the Invoice is submitted on Oaober r5, zorT;
and (c) the Price Index as on September 3o, zorT is ero (two hundred and ten), then the Price Index
Multiple for daermination ofttre amount due in rcspect ofsuch Iuvoice shalt be r.o5 (one point zero
fire).

23.2.2

23.2-3

23.3

2:t.3,I

Palzncnt of Bid Prrjcct Cost

i\in6 a r€port frcrn the Independent Entineer certi!'ing tlte achievement of t[e belou
o Payment Milestones, thc Authori!- shall disburse, within 45 (forty fir,e) days ofthe receipt

75% (sevent\'fir'c 1rr ct'nt) of thc loser of (i) listimated Project Cost and (ii) Bid Pmject Cost, shall
lx'<luc and pavablc to the (ionccssionairc in 5 (fir'c) t'qual installments of r5% (fiftcen pr ccnt) etch
during the Construction Period in accordance r*ith the pmvisions ofClause z3-4.

23.9.2'lheBidProjectCostlessasumofT5%ofthclowerof(i)EstimatedProjectCostand(ii)BidProject
Cost, shall be due and payablc in 14 (fourteen) biannual installments commencing fmm the tSoth
(onc hundrcd and cightieth) day ofCOD in acrordance rvith the provisions of Clause e3.6.

23.4 Palment during Construction Pcriod

Upon
menti
ofeach report, an instalhnent equal to r5% (fiftcen per cent) ofthe lo*'er of(i) Estimated Project
Cost and (i Bid Pmject Cost

't llid ProjccNdNd{'dfuetoqndBrnr
P,l.GuK.S.H.l.P

P. Circfe, Bangalore - 1

specified as lhe Uid Pricc in the Price Bid ofthe
50
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For the purposc of this Clause 23.4, thc PilyDrent l\,lilcstonc for release of pa1'ment dufing
Construction Period shall lrc as under:

a) I (first) Payment Milestone - On achieyement ofzo% Physical Pmgress
b) ll (second) Pa1'ment Milestone - On achioement of4o% % Physical Progress
c) llt (third) Payment Milestone - On achiercment of6o% Phlsical Progress
d) IV (fourth) Paymcnt Milestone - On achievement of75% Phlsical Progress
e) V (fifth) Pavment Milcstone - On achievement ofgo% Physical Progress

The lerel of Physical Progress shall be certilied b)'the lndependent Dngineer according to procedurc
Iaid down in Schedule S of this Agreement- Palment will be made upon percent drawdown on Equity
corrcsponding to perc€ntage of Physical Pmgress as per ?ayment Mileslones, required for projea
implementation and submission by rhe Concessionaire to the Independent Engine€r ofa cedificate by
the Statsrtory Auditor of the Concessionaire to such effect; and rec=ipt of certificate from the Escrow
Baak to that effect. For avoidance of doubt and by way of illustration, Payment will be made upon 20%
drawdown on Equity mrresponding to 20% of Physical Progress as per Payment Milestone I. Provided
tlnt in case of ReductioD ofscope, the effective amount for payment during construction period shall
be recalculated to account for the changed scope. In any event of exE6s payment, such palament shall
be rec.overcd from next payable payment during consruction p€riod or shall be refundod by the
Concessionaire within 6o days of such notice sewed by Authority

23.5 Bonus on early completion

In the event that the Concessionaire shall achieve COD more than 30 (thirty) days prior to the
Sctreduled C.ompletion Date, the Authority shall pay to the Crncessionair€ a bonus equal to o.S%
(Zem point five per ceDt) of the sum calculated as the Bid Pmject Cost less 75% of the lower of (i)
Estimated Pmject Cost and (ii) Bid Project Cost, for ercry month by rvhich COD shall precede the
Scheduled Completion Date. The Bonus shall be due and payable to the Concessionaire along wfth
the rir (finst) Annuity Payment.

23.6 Annulty Payments during Opcration Period

z3.6,r The (the ecrmplction CosP shall be the summation of A, B, C, D, E, and F below:

(a) 20% of the Bid Pmject Cost adjusted for the Pricc Index Multiple as applicabl€ on the
Referene lndex Date prrceding tlre date of report mnfirming zo% Physical frogr€ss.

(b) Another zo% of tle Bid Project Cost adjusted for the Price Index Multiple as applicable on
the Reference Index Date preceding the date of report conflrming 4o% Physical Progress.

(c) AnotJrer zo% ofthe Bid Pmject Cost adjusted for the Price Index Multiple as applicable on
the Reference Index Date preceding the date of r€port confirming 6o% Physical Progress.

(d) Another 159i of the Bid Project Cost adjusted for the Price Index Multiple as applicable on
the Reference Index Dale prcceding the date of report confirming 759ti Physical Progress.

(e) Another r5% of the Bid Projec't Cost adjusted for thc Price Index Multiple as applicable on
the Reference Index Dale preceding the date of report confirming, 90% Physical Pmgress.

(f) Another ro% of the Bid Project Cost adiusted for the Price Index Multiple as applicable on
the Reference Index Datc preceding thc COD.

'ftre Parties agree thal amount payablc under clause zsq shall bc deemed lo havc been paid during
the Construction Period as a part of Complction Cost and the balance remaining shall be due and
payable during the Operation Period in accordance with the provisions ofClause 23.6.2-

23.6.2 The Completion Cost remaining to be paid in pursuance of thc prorisions of Clause 23.6.r (-BalaDcc
Completion Cost") shall be due and palable in biannual installments over a period of7 (seven) years

commencing froru COD, (the "Annuity Pa)T nenrc"). The rst (fir-st) installment of Annuit)'
Payments be duc and payable u'ithin t.5 (fifteen) days of tbe rtlorh (one hundred and eightieth)
day of COD the remnining innallments shall lrc duc and palable within rS (fifteen) of
completion of h ofthe successive six months ('thc An

Chiel Proiect Otlicer
Pl.u., K.S.H.l.P

P. Circle, Bangalore - t

nuity PaFnent Da I

I

i

{
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23.6.3 Each of the Annuity Payments due and payable during the years follorring the COD sball be as undei'

Annuity follo$'ing thc
coD

Pcrc-entage of Balance
Completion C.ost

rst Annuity o.99o/6
2nd Annuitv 1.53%
3rd A!nuit), 2.|fa
4th Annuir]* 2.8t%
sth Annuity 3.58o,6
6th Annuity 43s%
7th Annuity s.2f,4
8th Annuity 6.so%
9th Annuity 7.St%
rorh Annuity 8.gs"A
rrm Annuity ro.64%
r2th Annuity t2.69%
r3rh Annuity r5.7596
r4th Annuity 18.06%

Each of the biannual iustallments palable hereunder shall be paid along with inter€st as specified in
Clause 23.5-4

Interest shall be due and payable on the reducing balance of Balance Completion Cost at an interest
rate equal to the applicable Bank F.ate plus 3% (three per cent). Such intercst shall be due and payable
biannually along witi each instalment specified in Clause 23.6.3. For the avoidance ofdoubt and by
way of illustration, tbe Parties a8r€e that interest on the Balance Completion Cost, calcu.lated from
@D and until the r8oth (one hundred and eightieth) day of COD, shall be due and payable to the
Concessionaire along l^ith the first Annuity Payment and interest on 99.ot% (ninety nine point zero
one per ceot) of tbe Balance Completion Cost, calculated from first Annuity payment date and until
the rst (first) anniversary of @D, shall be due and payable along with the second Annuity Payment
due and payablc under this Agreement. The Parties further agree tiat intecst shall be calculated
monthly, based on the number of days a partic,ular Bank Rate was applicable during the period of
calculation, For the purpose ofillustration, assumint tlat the balanc€ annuity reuraining to be paid
is Rs roo cmres on the rst Antruity Payment Date, the applicable Bank Rate for the first 75 days is
8% and thereafter it is revised to Z.S% and remains unchanged till the znd Annuity Payment Date,
the interestwould be calculated as ((loo+rr%*75)/365) + ((roo*ro.S%*r05)/365). For the aroidance
of doubt, the Interest would be calculated on simple interest basis and no compounding ofthe same
rrould be undertaken.

O&Ilt Pa)mcnts

Tht- Patties acknowlcdgc and agrce that all O&Nl l'ixpt'trses shall be bornt'[n'thc Conccssionlirt arrtl
in licu thereof, a lump sum financial support in the fornr of biannual pa)'ments shall be duc and
payable by the Authoritv, which shall be computed as r.5% ofthe Completion Cost, in accordancc
uith the provisions ofthis Clause 23.7 (the "O&M Palrrrents"). The Parties funher acknowledge
and agree that any O&M Expenses in excess of the O&M Pa!'ments sball be borne solely by thc
Concessionaire, save and except as exprcssly prorided in this Agr€ement- For avoidance ofdoubt, it
is clarified that the O&M Palmrents will be subject to an1'Change in Scope of thc Project of the
Concessionaire under Article r6 ofthis Agreement.

4.7
!:r.7. !

=t

2:1.7.2 Subject to the Provisions ofClause 23.7.3, the O&M Payments due and paYable to the Concessionairc
shall be paid z (two) equal biannual installmerrts and disbursed by the Authorib'togerhcr u'ith the
corrpspondi

23.7.3 (ach install

o The schedrrle
Chiet

*

installmcnts of Annlrity Payments.

t of O&M Paynrent shall be the product of the amount dete llc('

Pr tcer

PI.U., K.S.H.I.P
P. Circle, Bangalore ' 1

bascd on the durltion of the Operations Pcriod

23.6.4
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with Clause 23.7-r aud the Pricc Index Multiple on the Refcrence Index Date preceding the due d tc
ofpayment thereof. For the avoidance ofdoubt and by way of illuslmtion, if(i) the Computed lump
srrm O&Ir{ support for the fiIst year is Rs.l Cr. (Rupees one core); (ii) the O&Nt Payment is to be
determined for the znd (second) year of the Operrtion Ptriod; (iii) the Price Index on the Reference
lndcx Date preceding the Bid Date is 2oo (two hundred) atrd the Priee Index on the Reference Index
Date preccdiug the due dale ofpal,rnent is z4o (trr'o hundred fort-v), imp\ing a Price Index Mulriplc
of 1.2 (one point two), then the O&M Payment for that installment shall be the product of Computed
lump sum O&M support for the first year and the applicable Pricc Index Multiple, which product
shall be Rs.r.z cr. (Rupees one point two crcre)

23.8 Mobi lization Advance

The Authority shall, on request of the Concessionare, made at any time after expiry of 6o (sixry) days from
the Appointed Date, and upon the C.oucessionar,e furnishing a Bank Guarantee in a form sati$actory to the
Authority, make an adBnce palment in a sum not o(ceeding ro% (ten per cent) of the Bid Project Cost (the
"Mobilization Advance"). The Mobilization Advance shall be paid by the Authority within go (thirty) days
of receipt of a request in this behalf from the Concessionare. The rale of interest on the Mobilization
Adrance shall be equal to the Bank Rate, compounded annually. The Mobilizalioa Adrarce shall be
deducted by tlre Authority in 4 (four) equal instalnents ftom each of the payments to be made by the
Authority to th€ Concessionare in accordance with the pmvisions of Clause 234 and the interest thereon
shall be rccgvered as the Sth (fifth) and final instalment upon expiry of rzo (one hundred and twenty) da1,s
commencing from the date of recovery of the lth (fourth) instalment.

23.9 Treatment of incomplete wor.ks

29.9,1 The Parties acknowled6e ald agree that iD the event COD occurs upon issuance of a Provisional
Certificate, tbe Annuity Payments and O&M Payments specified in this Article z3 shall be made as if
all works comprising the Project have been completed. The worls remaining incomplete shall be
completed by the Concessionairc in accordance with the provisions ofthis Agreemeot and ther€upon,
the Completion Certificate shall be issued forthwith.

23.9.2 ln the event the Authodty det€rmines that any incomplete works referrcd to in Claus€ 23.9r are not
required to be completed for any reason, it shall modif the Scope of the Project in accordance with
the provisions of Artide 16 aud the C.ompletion Cost, Annuity Payments and O&M Payments shall
be reduced on account of such Chauge of Scope as per &e provisions of Article 16.
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