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Annual Progress Report — Part |

1. Overview of the Project

The objective of PPPUE is to increase the access of the urban citizens to basic services, and therewith,
to contribute to the creation of a healthy environment and the improvement of living conditions in the
urban and peri-urban areas, by promotion of partnerships between public and private sectors for the
sustainable provision of urban services. The project's focuses are waste management (solid/liquid),
water supply, urban sanitation (including public toilets), renewable energy and urban transportation
management.

At the central level the project focuses on building the capacity of the concerned central level
authorities and creating an enabling environment for initiating national level PPP projects. At the local
level, the project supports local authorities, civil society, communities and private sector to sustain the
existing micre and small PPP projects. With additional funding from ADB/ AusAid, the outreach of the
project has been expanded to four additional municipalities and innovative methods of increasing
revenue for the local government and supporting service delivery for marginalized groups will be
initiated. A dedicated waste management project is also being supported in Biratnagar with grant co-
funding from the Netherland Fund.

2. Keyresultsin 2010

IMPORTANCE OF PURSUING PPP AT NATIONAL LEVEL - PREPARING A WHITE PAPER ON PPP IN
NEPAL

A draft White Paper on PPP is being produced by the National Planning Commission (NPC). The White
Paper will, among other things, clarify the government’s stance on Public Private Partnerships
especially in the field of infrastructure development and service delivery to the general public. The
preparation of such a document has the potential to provide impetus to PPP activities at the national
level. While Nepal has accumulated experience in and set up minimum legislative arrangements at the
local level, the track record at the central or national level is comparatively much less even with the
passing of the BOOT Act (Private Financing in Construction and Operation of Infrastructure Act, 2063)
some years back. There is no doubt, however, that the country needs some good PPP projects at the
central level. The demonstration effects from such projects can be substantial and has the potential to
make the required significant difference in the provision of much required large infrastructure.

Work on the White Paper was initiated when PPPUE prepared a base paper on PPP in Nepal in early
2010. The contents of the paper were substantially incorporated in the approach paper to the Three
Year Plan (201011 — 13/14). The NPC then formed a White Paper Preparation Committee under the
chairmanship of an NPC member with government and private sector representatives as members to
oversee preparation of the White Paper document. The PPPUE project is supporting the NPC in the
preparation of this important document by fielding a consultant team.

Preparation of the White Paper on PPP is a logical next step in national level interventions/ environment
creation activities of the project. In 2008 during a national level symposium on PPP, six ministries
participated actively. One of the immediate results of the symposium was the interest and enthusiasm




in ministries other than MLD and infrastructure ministries. In the coming years the project will support
some central ministries in sector wide PPP strategies and conducting sector studies of PPP potential.

IDENTIFICATION AND IMPLEMENTATON OF PPP PROJECTS IN PARTNER MUNICIPALITIES

While policy reforms and other environment creation devices have been important for PPP growth in
Nepal the implementation of various PPP projects on the ground in the partner municipalities have had
immediate impacts in the adoption of PPP as an alternative service delivery and infrastructure
development modality. In 2010, ten projects have been identified and/ or implemented in
municipalities. Of the 10 projects, one supports additional features to a woman owned enterprise.

8.N. |+ . Name of Project N IR Project Brief .- |- Employment
: : - Location- - : C S e - " ‘Generation
R - - (actuall
I T RO . projected)
1 SWM-Dhangadhi Municipality-wide Solid Waste Management 42
through Private Operator {12 indirect)
2 Namuna Aawas Griha, Construction of bio-gas plants in Namuna 1 part-time
Birgunj Aawas Griha being constructed with the help
of Lumanti
3 Community Composting Waste collection, recycling and composting in 1 part-time
Butwal Ramnagar Ward 12; grant money to be used

for fencing, equipment and construction

4 Bicgas -Dharan Protection of drinking water sources and | 2 parttime
management of community sanitation by
collecting waste from individual HH toilets and
installation of biogas in a targeted community

5 Construction of Buffalo City level slaughterhouse for Dharan 3
slaughter shed at Krishi
Bazar, Amarhat-Dharan

6 Mobile Toilet {2 Nos) Installation of two mobile toilets in partnership 4
Birgunj with private operator
7 Mobile Toilet Butwal Installation of one mobile teilet in parinership 2
’ with private operator
8 Dasharath Bhim Udyan, Management of existing municipal park i5
Ward No.5-Dhangadhi through procurement of private operator in
DOT model
9 Children Park Rastra Bank | Management of existing municipal land 5
Chowk-Dhangadhi through procurement of private operator in
DOT model
10 Bhadrakali Nursery, China Protective fencing (for public safety purposes) | 23
Pul, Pokhara

CAPACITY DEVELOPMENT OF NATIONAL COUNTERPARTS

In 2010 the project contributed significantly to the capacity development of 10 United Nations women
Volunteers working as Field Workers in ten partner municipalities. The ten UNV Field Workers were
deployed in Dhangadhi, Siddharthanagar, Butwal, Pokhara, Hetauda, Bharatpur, Birgunj, Dhulikhel,
Dharan and Mechinagar. The Field Workers were placed in the respective municipality offices and have
been working in close coordination with the local focal points both from the municipality and the local
chambers of commerce and industry (CCl) since April. The UNVs are involved in tracking the service
delivery in their local areas through PPP projects. Through their involvement in PPP activities, the
volunteers are directly or indirectly concerned with infrastructure development as well as enterprise




development and employment generation. This is the first time in Nepal that UNVs are working with
the private sector in business related activities.

In order that the UNVs could take on their responsibilities more effectively, capacity development for
them was planned in three broad areas: private sector business related skills, gender specific skills
development and development of skills modules. Six trainings/ capacity development programs
targeted at the UNVs have been completed in 2010 — PPP project development skills, proposal writing
and presentation, gender and social inclusion, good governance, enterprise development skills and a
refresher training on PPP project development skills. As the UNVs work in close coordination with
municipality and CCl focal points, focal points also participated in many of the trainings jointly with the
UNVs,

3. Achievements against Annual Work Plan (Annual Targets & Activities)

SEE ATTACHED EXCEL FILE

4. Results in Gender Equality, Women’s Empowerment, and Social Inclusion

Since conducting a study on gender sensitivity and social inclusion, PPPUE has taken extra steps to
achieve GESI objectives in its activities. The revised project document (for 2010 onwards) made a
provision for placement of women UNVs in PPPUE partner municipalities. One of their main
responsibilities is to support to increase the capacity of local bodies to respond to the needs of
disadvantaged groups and women in local service delivery through PPP projects. The project also
conducted interactions with dedicated women’s groups on PPP and the formulation of PPP projects
with involvement of women and other disadvantaged groups. In disbursing seed grants in the ‘older’
PPPUE municipalities the project has made a special provision to target gender sensitive and socially
inclusive projects. Capacity development provided by the project has also been targeted at women
UNVs or women employees of municipalities or private sector.

In 2010, ten fernale UNV Field Workers were deployed in ten project partner municipalities as indicated
above. Through their placement in the respective municipality offices, the UNVs have become closely
involved in tracking the service delivery in their [oca! areas through PPP projects. Their capacity
development through the project is also yielding results and it is expected that they will be successfulin
further engaging women and disadvantaged groups in PPP activities at loca! level.

In the training on gender and social inclusion, 15 municipality and CCl staff from 11 municipality areas
also participated in addition to the UNVs. Apart from sensitization on GSl issues, the training imparted
knowledge and skills for GSI analysis of project concept notes, project proposals and mainstreaming
GSI in all institution activities. Women (UNVs and women staff in municipalities and CCls) were
specifically targeted in the enterprise development training. The knowledge gained from the trainings
is proving effective in the formulation of upcoming PPP projects and the running of present projects.

In 2010, an interaction programme with women’s groups in Dhulikhel was held jointly with the
Municipality to identify feasible PPP projects laying special focus on gender and social inclusion. During
the program, the key projects discussed were: solar lighting in poor communities, drinking water




projects, improved slaughter shed in targeted Khadgi community, waste management (through
composting, bin distribution and recycling).

Some results in running PPP projects

Since mid-October city-wide solid waste management In Dhangadhi Municipality in western Nepal is
managed by a dalit NGO Voice of Children. In total, 89% of the employees in the waste management
operations are from disadvantaged groups: 17 (or 56%) of the 30 employees are dalit and 2o (or 33%)
are janjati. PPPUE provided seed grant support to add safety featuresto a plant nursery operatingon a
previous dumpsite by the Seti River in Pokhara. The nursery is operated by a woman janjati
entrepreneur. Almost half (48%) of the employees are janjati women. In Biratnagar in eastern Nepal,
parking areas in the central bazaar area (Main Road and Himalaya Road) are managed by the Birat
Bahira Sangh. 22 parking attendants (8 are women) with hearing disabilities are employed in the
parking areas. These examples demonstrate the opportunities for effecting gender and social inclusion
results in public service delivery.

5. Implementation Challenges

Some of the implementation challenges the project has faced are:

e Decisions at the local level in the municipalities take time, and even when a decision is made
implementing the decision is also delayed in many cases. The reasons for this are the lack of
political representatives and the need to rely on the “political mechanism” to make decisions.

¢ Linked to the above challenge is the reluctance to take on additional burden or innovation in
service delivery, etc. on the part of staff and officials in municipalities because of leadership and
visionary vacuum.

s The local authorities still face difficulties in assessing user charges effectively because many
consumers still feel that public services should be provided free of charge. This has presented
some hurdles for PPP projects which need user charges for the projects to be viable.

e The private sector in the PPPUE partner municipalities is not able to explore all possible
investment outlets in PPP as the project is limited to three primary priority areas: water supply,
solid waste management, urban sanitation, and two secondary priority areas: renewable
energy and urban transport management.

6. Lessonslearned and next steps

Some of the lessons from the year’s experiences are:

. PPP projects or PPP arrangements should not be rushed into; education and capacity
development of all main stakeholders are very essential for success in PPP.

+ Clearer policy and other regulatory framework can work a lot to develop confidence in the
private sector; it is expected that the PPP White Paper will act as a catalyst for this

. After gaining experience from smaller projects or ventures it is now time to build on the
successes and shift the concentration to larger projects

« Concentration on one or two priority areas rather than on greater number of individual projects

BEST PRACTICES IN PARTNER MUNICIPALITIES




Pay parking by differently able attendants

Roadside parking in Biratnagar is now being efficiently managed by attendants with hearing disabilities
since 2067 Shrawan (July 2010). The private partner in this new PPP arrangement in pay parking is the
Birat Bahira Sangh (Birat Association of the Deaf). Most of the parking locations are along Main Road
and along the road stretch from Jaljala Chowk to Mahendra (now Jana Aandolan) Chowk. It is estimated
that around 500 vehicles (cars, motorcycles) use the designated parking areas on a daily basis. The
parking charges are Rs. 5 for 2-wheelers and Rs. 10 for 4-wheelers. At present 22 parking attendants (8
female and 14 male) are employed in the operation. Two male supervisors monitor their activities.

This arrangement for managing on-street parking with involvement of differently able people is a
commendable undertaking of Biratnagar Sub-metropolitan City. It is estimated that there are 400-500
people with hearing disabilities in Morang district; only 25% of them are gainfully employed. This
arrangement allows hearing disabled members of the population to get employment and become
active members of society. The Birat Bahira Sangh pays annual concession fees of Rs. 40,000 to the City
in the PPP parking arrangement.

Involvement of dalit in city-wide waste management

Voice of Children (VoC), an NGO based in Dhangadhi, is managing the solid waste of Dhangadhi
municipality in far western Nepal since late October 2010. After signing the contract agreement, the
municipality has handed over its ownership of waste related equipments and manpower to VoC. With
the onset of privately managed waste management, the costs to the Municipality will go down by 10
percent. 2,500 households are enjoying door to door collection. The operator has also started waste
minimization activities such as scrap collection and composting of organic waste. A dalit-based NGO
has been strengthened through the partnership

The Integrated Solid Waste Management Project in Dhangadhi, an initiative of the municipality,
whereby a private operator takes care of the entire waste management function of the city is in many
ways a replication of the waste management system in Biratnagar, whereby the private operator uses
both human and physical resources of the municipality. The operator is also given 2 management fee
which is reviewed periodically along the rationale that as door to door collection revenues go up, the
management fees paid by the municipality decreases correspondingly.

Priority actions for 2012,

+ Continue work on larger priority projects — support to conduct detailed studies, additional
support in development of projects

. Conduct a sectoral study for a selected ministry —the study would identify PPP potential in the
ministry's sector and formulate a sector-wide strategy for the ministry. This study could then be
replicated in other ministries in their respective areas of work.

« ldentifying service providers to provide backstopping to municipalities — after identifying local
providers (consultant firms, etc.) their capacity will be developed in PPP so that they can
provide technical advice to municipalities in developing projects and materializing them.




7. Implementation Status of DEX or NEX Audit Action Plan (i applicable)

Audit areas — Findings Impact Target date for| Implementation Status
Severity implementation| (Implemented, Partially

implemented, not
implemented)

There was no standard management information system | Low Sep-10 Implemented

(MIS) within the project. Compilation of progress data

was not done and data reported in the quarterly and

annual progress reports were not readily verifiable.

Weak control over dishursements made to beneficiaries | Medium Julo Implemented

and consultant institutions for Studies and Trainings

during 2004,

Activities planned to be carried out in specific quarter as | Low Jun-1e Implemented

per Annual Work Plan were not inciuded in Quarterly
Work Plan however, expenses were incurred on such
activities and variance analysis was not done.
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