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SAMPLE TERMS OF REFERENCE

. SETTING UPANEW ROAD AGENCY
1. Development of a New Roads Administration, West Bank-Gaza

Background

The TA program, which is part of the overall Emergency Assistance Program to the Gaza
Strip and the West Bank, consists of more than a 100 priority activities phased over the next three
year period with an estimated aggregate cost of US$75 million. Fourteen donors have pledged US$
29 million to establish a separate Trust Fund to be administered by the World Bank to finance the
most urgent priority activities, mainly policy and feasibility studies, institution-building activities
and development of human resources. One important element of this program is to assist the
Palestinian authorities in developing an institutional capacity and capability to manage the highway
network, severely deteriorated after minimal maintenance over the last 27 years. Initially the
intention is to focus on the Gaza strip and the Jericho area, but the intention is that following
agreement with the Israelis it is expected that the established Roads Administration will take over
the authority and responsibility for the main road network on the whole of the West Bank.

The total length of the road networks in the West Bank and Gaza are 2000 and 168 km,
respectively. This network consists of main, regional and local roads. The main road network,
constructed before 1967, is about 750 km long and was meant to serve the major population centers
at the time it was constructed. The regional road network is about 550 km in length, and the local
road network, about 850 km, connects smaller communities and provides access to regional and
main roads. It is also expected that there are other low standard roads, tracks and trails serving local
communities.

Currently most of the road works in the West Bank are carried out by the Department of
Public Works of the Israeli Civil Administration. A Ministry of Transportation has recently been
established under the Palestinian Authority with offices in Gaza and Jericho. It is proposed to
establish a new Central Roads Administration (CRA) as a Directorate within the Ministry. It's
highest priority, once it is appropriately staffed and equipped, will be to manage the main road
network. Other roads may also be placed under the jurisdiction of the CRA, or may be assigned to
the municipalities. The CRA will undertake planning, programming, budgeting, financing,
maintenance, rehabilitation and, eventually, new construction for all main roads in the WBG. Most
of the services and physical works will be carried out by private consultants and contractors. To
manage all of these services and works, CRA will require an appropriate management and
administrative structure, adequate staff, and clear rules and regulations.

The objective of this consultancy is to assist the Palestinians in creating a functioning CRA.
This will include a number of activities that will have to be carefully sequenced and implemented in
coordination with ministries, and the Palestinian Economic Council for Development and
Reconstruction (PECDAR).

Scope Of Work

The consultant will be expected to undertake the following tasks:



(i)

(i)

(iii)

(iv)

v)
(vi)

Recommend an appropriate institutional structure for managing the overall road network,
including the local roads ,tracks and trails left in the hands of local communities.

Recommend an appropriate financing mechanism which ensures that maintenance is
adequately funded and that sufficient funds are available for rehabilitation, improvements
and new construction.

Recommend appropriate management structures for managing each part of the road
network.

Provide administrative support to the Roads Administration to enable it to recruit staff,
undertake an initial road inventory, and develop systems and procedures to manage the road
network effectively.

Assist CRA to prepare an initial 5-Year Road Improvement Program.

Review the draft laws being prepared under another consultant contract and turn them into a
draft Roads & Highways Bill for consideration by PECDAR.

Institutional Structure

The main task of the consultants under this heading is to seek agreement from the various

parties involved on the way in which roads are to be administered. Among other things, they will be
expected to examine the following options:

(i)

(i)
(iii)

(iv)

v)

(vi)

Should there be a single highway authority responsible for all classified roads and, if so,
should any special steps be taken to ensure that municipal and regional roads receive
adequate attention (i.e., should there be separate municipal and regional roads departments
within the CRA)?

Under the above unitary arrangement, what role would be played by the municipalities?

Should the above arrangement provide for CRA to hand over management of municipal
roads to the municipalities (or other competent bodies) when they have the capacity to
manage them on their own?

Should some, or all of the municipalities be designated as highway authorities in their own
right, with the responsibilities of CRA being primarily confined to main roads?
Furthermore, in this case, should CRA remain responsible for all main roads, even the
sections of main road which pass though urban municipalities?

What should be done about the unclassified network of roads, tracks and trails? Should
local communities be encouraged to take ownership of these roads with a view to taking
responsibility for maintaining them?

In the latter case, what institutional mechanism might be used to persuade them to take
ownership of these roads, tracks and trails? Should it take the form of road cooperatives,
local roads boards, village roads committees, or what?



Financing

It is generally accepted that one of the best ways to finance most road expenditures is by putting

roads on a fee-for-service basis. The key elements of this approach are a road tariff and a road fund
managed by a representative board of management. The representative board of management wins public
support for more road spending and provides road users with the assurance that the funds will be spent
wisely, and that road spending will be constrained to what road users are willing to pay. When the fund is
used to finance roads under the jurisdiction of different highway authorities, it should be managed
independently of the main road agency (in this case, CRA) to avoid any conflict of interest. Against this
background, the consultants will be expected to:

(i)

(i)

(iii)

(iv)

(V)

(vi)

(vii)

Estimate how much money needs to be spent on routine and periodic maintenance to keep the
road network in a stable long-term condition. Also estimate counterpart funds for any proposed
rehabilitation programs. Separate estimates should be prepared for main roads, regional roads,
municipal roads, and unclassified roads, tracks and trails.

Review existing road user taxes and charges and estimate how much money is currently collected
in the form of vehicle license fees, bridge and ferry tolls (if any), and any other genuine road user
charges (i.e., payments by road users, but excluding service fees and general taxes).

The road tariff is expected to consist of vehicle license fees, a road maintenance levy added to the
price of fuel, and international transit fees (if any) paid by foreign vehicles entering WBG.
Recommend an appropriate level for the various charges to ensure that they generate sufficient
revenues to maintain the road network and provide counterpart funds for rehabilitation (it is
expected, at least for the time being, that new works would be financed through the PECDAR
budget). In this connection, the tariff should finance all maintenance costs on the main road
network, and part of the costs on the municipal and unclassified networks. Recommend
appropriate cost-sharing arrangements for municipal and unclassified roads (and hence the overall
costs to be financed through the road fund), together with the best ways of collecting the road
tariff and depositing the proceeds into the road fund.

Recommend the composition of the board of management, bearing in mind the need to include
persons representing the main constituencies whose support is needed to win broad-based public
support for introduction of a road tariff and an increase in user charges. The board should include
representatives of the key ministries involved in decisions on road financing, together with
representatives of the business community, road users, farming interests, etc.

Recommend how board members should be nominated (e.g., by the constituencies they represent)
and appointed (e.g., by the Minister of Finance, or the President). Also recommend procedures
for selecting the Chairman and Vice-Chairman (e.g., by appointing an outside Chairman after
consultation with the board, or by leaving it up to the board to select a Chairman from among
their members).

Recommend a suitable structure for the road fund secretariat, including an Executive Secretary,
an internal auditor and other accounting, planning and engineering staff. It is not expected that the
secretariat would consist of more than five persons. Also recommend how the staff should be
appointed (e.g., the Executive Secretary to be appointed by the board, or in consultation with the
board) and under what terms and conditions of service.

Recommend procedures for revising the road tariff to ensure that the board is able to raise
and lower charges to meet agreed revenue targets and also to maintain the real value of



(viii)

(ix)

(x)

(xi)

(xii)

the road tariff. Outline the sort of guidance that MOF might offer regarding the setting of
the road tariff and also define areas where the board should be able to act on its own.

Recommend basic procedures for allocating funds to the different road agencies entitled
to draw from the fund.

Recommend procedures for withdrawing funds from the road fund to avoid any undue
delays (e.g., by having all cheques signed by two signatories: either the Executive
Secretary or Accountant from the roads board, plus either the Chairman or Vice-
Chairman of the board).

Recommend how the road fund should be managed on a day-to-day basis to ensure that
funds are used efficiently. In this connection, recommend the financial systems to be
used, and the role of the board and the secretariat. Draw up terms of reference for the
board and recommend what the relationship should be between the board and the
Ministry of Transportation.

Recommend procedures for disbursing funds from the road fund. In particular, examine
ways in which the board can use disbursement arrangements to strengthen financial
discipline (e.g., should funds only be disbursed for tendered work after certification that
the work has been carried out according to specification).

Recommend suitable financial reporting arrangements, together with appropriate internal
and external auditing arrangements. Also propose the nature of the regular reports to be
published for submission to concerned government agencies and the public, together with
an indication of the scope of such reports.

Management Structures

The institutional analysis should have determined how each part of the road network is to be

managed. The task of this part of the TOR is to recommend appropriate organizational and
management structures for each highway authority, and also for unclassified roads, tracks and trails.
The intention is to do most road works under contract. CRA should thus be primarily staffed to
plan and manage the road network, and to hire and supervise consultants and contractors to carry
out any required civil works. In this connection, the consultant will be expected to:

(i)

(i)

Recommend an appropriate organizational structure for the CRA. The recommendations
should include the need for a management Board and, if so, its functions, composition,
remuneration of Board members, etc. Also recommend the management structure (e.g.,
Chief Executive Officer and line managers), procedures for appointing the CEO and, if
thought necessary, the Deputy CEO and spell out the relationship between Ministry of
Transportation, the Board and the CEO.

Define the middle-management structure indicating the way in which it is proposed to
deal with municipal roads, if any. Such arrangements should spell out the regional
structure of the proposed organization. The proposals should indicate the middle
management structure, how it relates to the CEO and appropriate terms & conditions of
employment for staff. Terms & conditions of employment should be sufficiently
attractive to ensure the agencies can attract and retain suitably qualified staff.



(iii)

(iv)

(V)

(vi)

Propose suitable financial reporting and accounting arrangements. The proposals should
include recommended formats for simple accounts to aid CRA in maintaining effective
control over its finances. Among other things, it should enable CRA to identify costs by
activity and project. It should also enable them to prepare a consolidated Income
Statement, partial Balance Sheet and Cash Flow Statement. Also advise on the most
appropriate way of reflecting in the accounts shortfalls in regular road maintenance and
erosion of capital.

Propose arrangements for establishing a performance budgeting system for planning,
implementing and monitoring road maintenance. Also propose an appropriate auditing
system, including internal audit and control procedures, together with independent
external audit arrangements.

If some, or all municipalities are to be designated as highway authorities, recommend
how they should deal with planning and management of their road networks. Should they
manage the roads themselves, or have it done on an agency basis by CRA or other
competent bodies? If planning and management are to be contracted out, recommend
what in-house capacity the municipalities need to monitor these arrangements effectively,
the contractual arrangements they should use, and what role CRA might play to support
the municipalities in this matter.

What arrangements should be put in place to deal with the unclassified network. Should
some form of cost-sharing arrangement be put in place to encourage local communities to
take ownership? When they agree to take ownership of these roads, tracks and trails, how
should their commitment be registered, how should advice and technical assistance be
provided, and what arrangements should there be to ensure the funds allocated from the
road fund are used effectively?

Administrative Support

It is expected that the consultants would assist PECDAR to establish the CRA as a going

concern and would assist it to undertake its initial work program. To do this the consultants would:

(i)

(i)

(iii)

(iv)

Assist in recruitment of appropriate staff to make CRA operational. Staffing should be
increased gradually, taking into account the gradually evolving road program and the
managerial capacity of CRA.

If experienced professional local staff are in short supply, assess technical assistance
needs and develop TORS for the required technical assistance personnel.

Assist CRA staff to carry out a simple road inventory of all main, regional and municipal
roads. The initial inventory, which would be repeated later in greater detail, should at least
identify the road cross-section, surface type, condition, and the characteristics of significant
structures. Estimate the likely extent of the network of roads, tracks and trails serving local
communities (to remain as the unclassified network).

Carry out simple traffic counts to establish the broad order of magnitude of traffic flows. On
major routes, simple traffic counts should be carried out using local consultants. On other
routes, moving observer methods may be used in conjunction with carrying out the road
inventory.



v)

(vi)

(vii)

(viii)

(ix)

)

Carry out a functional re-classification of the road network and assign each class of road to
an appropriate legal entity (central administration, or municipality). Ensure, to the extent
possible, that all main roads — even when they pass through areas under the jurisdiction —
are assigned to CRA.

Prepare guidelines for identifying road projects, evaluating them and establishing priorities.
In the first instance, these guidelines are expected to be relatively simple, because of CRA’s
limited technical capacity and shortage of experience. Proposals should also be made for the
manner in which these procedures might be refined under a separate consultancy
assignment. Guidelines dealing with road works involving municipalities and the
unclassified network, should be simple and robust enough to be used and understood at the
local level.

Prepare guidelines which ensure that all road projects take adequate account of
environmental issues. Where appropriate, these guidelines should be developed to involve
public consultation.

Prepare guidelines for dealing with road safety matters, including collecting information on
road accidents, analyzing it, and preparing programs to generally improve road safety.
These programs should at least cover physical interventions, vehicle inspection, publicity
and driver training.

Prepare specifications and sample bid documents for all works expected to be contracted
out (design, supervision, routine maintenance, periodic maintenance, rehabilitation, and new
works). Also prepare sample contract documents under which such work might be carried
out. In the case of unclassified roads, tracks and trails, prepare simple contracts and
guidelines suitable for use by local communities.

Review the local consultant and construction industries and detail what work they can do,
the amount of road work they can handle on an annual basis, and the sort of support
(training and otherwise) they might need to improve their effectiveness.

Initial 5-Year Road Improvement Program

The main task under this heading is to help the staff of CRA to prepare an initial 5-Year

Road Improvement Plan (RIP) covering main, regional and municipal roads and unclassified roads,
tracks and trails. It is expected that the first RIP will be a relatively simple affair, developed using
simple tools and a limited amount of data. As part of this task, the consultants will therefore also be
expected to recommend the basic principles which should cover preparation of future RIPs and the
consulting services needed to support the analytical tools and data needed to prepare them. The main
tasks of the consultants under this heading will therefore be to:

(i)

(i)

From the road inventory and information on traffic volumes, identify roads requiring
emergency repairs, routine and periodic maintenance, rehabilitation, and urgent
improvements (particularly where road safety is a consideration). To minimize budget
requirements, short-term spot-patching (rather than rehabilitation) should be considered for
roads in poor condition.

Based on the recommended evaluation procedures, and in discussion with CRA and
municipalities, agree on main priorities and on a tentative time-scale for their



implementation. In this connection, maintenance of all roads in fair to good condition
should generally receive highest priority.

(iii) Review proposals put forward by community groups (e.g., road cooperatives, local roads
boards, etc.),draw up a tentative plan for the unclassified network and, in consultation with
community leaders, agree on priorities.

(iv) Use the above information to prepare a tentative 5-Year RIP, clearly separating
maintenance, rehabilitation, and new works. The information should also be presented
separately for main, regional, municipal and unclassified roads, etc.

(V) Bearing in mind the funds likely to be generated by the proposed road fund (which will
probably build up from a narrow base over several years), and funds likely to be available
from donors and other sources (e.g., the central budget), adjust the above tentative program
to be consistent with the available resources.

(vi) Also prepare an action plan to improve road safety, divided into the items to be financed
through the road fund, and those to be financed by donors.

(vii)  Prepare a plan for strengthening the local consulting and construction industries to be
financed as part of donor programs.

(viii)  Prepare bid documents for the above works, making sure that those prepared for projects to
be financed by donors meet their procurement requirements. In doing this, attempt as far as
possible to use local WBG consultants and contractors.

(ix) Oversee implementation of the agreed RIP and prepare monthly and quarterly progress
reports detailing physical progress, disbursements, quality of work completed, any problems
encountered, and how they might be resolved.

) Prepare TORS for consultants to be recruited to develop the methodology for preparing
future RIPs.

Roads & Highways Bill

The consultant will be expected to review the draft laws being prepared under another
consultancy and, taking into account the work specified in the above TOR, to prepare a draft Roads
& Highways Bill. The Bill should be divided into sections and should have separate sections dealing
with:

Q) The general responsibilities of MOT with regard to classifying roads, assigning them to a
legally constituted highway authority, promulgating authorized road signs and signals,
setting appropriate geometric standards for the construction of roads, issuing of notices
regarding regulation of roads and road traffic (e.g., regulations governing vehicle weight
and dimensions), delegating administration of the above responsibilities to a designated
highway authority, and initiating research on matters related to roads.

(i) Depending on the outcome of the institutional study, the section dealing with the
responsibilities of MOT may also cover the manner in which management of municipal
roads is to be dealt with.



(iii) The detailed responsibilities of CRA, including its role (if any) in negotiating and signing
contracts to have part of the road network under its jurisdiction managed under a concession
agreement.

(iv) The establishment of the road fund and its basic working modalities. The preference here is
for short, enabling legislation, supported by regulations to be published (and updated) by
MOT.

Timing And Implementation Schedule

It is expected that the above consulting services would be provided over a period of about
2 years.

Reporting Arrangements

The consultants shall indicate in their technical proposal the reports that will be submitted
during the course of the assignment. The contents, frequency and number of copies of such
reports will be discussed during contract negotiations and agreed between the consultants and
PECDAR and recorded in the minutes of negotiations.

In addition to the preparation and submission of reports, documentation, schedules, etc.,
specific to each task, the consultants shall submit to PECDAR within five days of the end of each
month, a composite report on the performance and achievements in respect of each task during
the previous month. Such reports shall be preceded by an Executive Summary. Two copies of the
monthly Executive Summary shall also be submitted by consultants directly to the IDA Office,
Att. ----- , World Bank, 1818 h Street, NW, Washington, DC 20433, USA, and also to the Project
Coordinator.

All communications, reports, documents and instructions for staff in PECDAR prepared
by the consultants shall be in English.

Services To Be Provided By MOT

PECDAR will provide copies of draft legislation being prepared by other consultants and
will arrange for consultations with other agencies as, and when, needed. The government will not
provide any office space, vehicles, or any other support services to the consultants. PECDAR will
make available to the consultants the services of one or two counterpart staff on a part-time basis
to assist the consultants with their work and strengthen the capacity of the ministry. All fieldwork
should be planned to involve counterpart staff.

Equipment To Be Provided By Consultants

Since PECDAR is seriously short of office equipment to support the work of the
consultants, the consultants should include in their proposal the supply of the following office
equipment: (i) three computers (486s); (ii) one laser printer; (iii) one photocopier; and one fax
machine. This equipment will become the property of the government at the end of the contract.

Staff Requirements

It is expected that the above activities would require about 96 man-months of consulting
services, including the services of a Project Manager to manage the program and liaise with



interested parties. Foreign consultants are encouraged to employ, or associate with local WBG
consultants for purposes of carrying out the work. The bulk of the consultants will probably be
road specialists, management and financial specialists, construction industry specialists, a
legislative draftsman knowledgeable in Arabic law, and personnel specialists.



Il. STRENGTHENING THE CAPACITY OF AN EXISTING ROAD AGENCY

Modernization Action Plan (MAP) to Enhance the Capacity of General
Directorate for National Roads and Motorways, Poland

Introduction

Poland has a national road network of about 18,100 km. Only 394 km have been built to
motorway standard (including 109 km constructed before the Second World War and 237 km
constructed before 1990) and the pavement standards on the rest of the road network do not meet
EU standards (they are designed to carry 6 to 10 ton axle loads, compared to the EU norm of 11.5
tons). As a result, the network needs to be urgently upgraded, extended and strengthened as part
of the national program to prepare the country for EU accession.

To address the deficiencies in the road network, the government has prepared a bold plan to
upgrade the national road network. The strategic road plan covers a 12-year period, while a fairly
detailed 6-year rolling plan has been prepared to cover the period 2004-2009. The rolling 6-year
plan envisages spending a total of nearly $12 billion during this period. Annual spending is
expected to rise from about $1.2 billion in 2003 (the current spending level) to $2.4 billion by
2009. The total of $12 billion would be spent on construction of motorways and expressways (58
percent of the total), maintenance and rehabilitation (15 percent), strengthening pavements (11
percent) and construction of bypasses and miscellaneous works (16 percent).

While GDDKIA has been able to manage the current level of spending fairly effectively — with
some delays and slippages — a doubling of the size of the annual road program is beyond their
current capacity. Furthermore, the above road program does not need a permanent increase in
GDDKIA'’s capacity. By 2015 the estimated annual spend will have declined to $1.6 billion p.a.
as new works are completed and the main focus of the annual spending program reverts to
maintenance of the existing road network, rather than implementation of new works. Hence, over
the 12-year strategic planning period, the importance of maintenance will gradually increase,
while new construction (including strengthening works and rehabilitation) will increase sharply
and then decline to a very much lower ongoing annual level.

Objectives of the Technical Assistance

The main objectives of this TA are to ensure that, in the context of growing traffic volumes and a
greatly expanded road expenditure program, GDDKIA develops its capacity to:

Q) Plan, prioritise and arrange finance for a major expansion of the annual road
expenditure program;

(i) Manage traffic and improve road safety (i.e., road network management must be both
efficient and safe);

(iii) Manage the growing amounts of maintenance — much of it on high volume roads —
associated with a higher quality road network;

(iv) Manage the rapid increase in new road works. Furthermore, the added capacity to
manage new road works must be flexible, since it will mainly be required during the
next 12 years and not thereafter;



The above objectives should, to the extent possible, be realised within existing staff constraints
and within GDKIiA’s existing overall organisational structure.

The Technical Assistance is to be divided into two phases: (i) I: A Quick Diagnosis With
Recommendations for Immediate Changes (i.e., preparation of a Modernisation Action
Plan (MAP)); and (ii) 1I: Further Refinements and Implementation of the Modernisation
Action Plan.

Phase I: A Quick Diagnosis With Recommendations for Immediate Changes

This diagnostic phase will focus on GDDKIiA’s Headquarters and one selected Regional Office
(RO). It needs to answer the following question, “What does the Government need to do to
ensure that the 6-year rolling road expenditure program is implemented on time and within
budget?” Key activities to be examined during the diagnostic phase should include, but not be
limited to, the following tasks:

(i) A brief review of how decisions are taken within GDDKIA and its ROs. This should
cover how projects are planned, how they are implemented and reasons for delays and
cost overruns. The consultants should prepare flow charts for all major tasks to show
how GDDKIA carries out short, medium and long term investment planning, financial
planning and project preparation and implementation (documentation, land acquisition
and administrative permits for preparatory works, tender documentation and letting of
contracts, and project tracking and reporting). The tasks of units and sub-units should
be separately identified.

(i) A brief review of current managerial staff (deputy directors and unit heads), their roles
and responsibilities, current job descriptions and what changes in tasks/skills are
required to make the decision-making process work more efficiently. This task should
also look at the way job descriptions are prepared for junior staff.

(iii) Desirability of making any immediate adjustments to GDDKIiA’s organisational
structure, bearing in mind the need to minimise any disruption.

(iv) Recommendations for immediate allocation of scarce staff resources, including the
scope for redeployment of existing staff to make better use of their skills and
experience. The need to bring in particular technical and/or managerial skills from
outside GDDKIA by recruiting specific individuals as short-term consultants. Job
descriptions should be provided for all senior posts, together with guidelines specifying
how job descriptions should be prepared for junior staff during Phase I1.

(V) Whether certain in-house functions can be improved through redeployment, staff
changes, system changes, or by outsourcing, using voluntary competitive tendering
procedures®, or other procurement methods. In the latter case, what in-house skills are

! Voluntary competitive tendering, which has been used extensively in UK, is a procedure

under which the bidders are required to employ all — or most — of the departmental staff whose
work is being outsourced on the same (or better) terms and conditions of employment. The
bidder is usually given a long-term contract with guaranteed work and has to agree not to make
any of the transferred staff redundant within the term of the contract.



(vi)

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

required to ensure that the outsourced services are effectively managed in the interests
of the government.

Advice on how the investment program should be managed, given that the staff working
on it will increase greatly during the 12-year strategic plan period, but will fall off
sharply thereafter. In this context, how much work might usefully be outsourced and
what kind of Client Unit would GDDKIA need to establish to ensure that the outsourced
work was effectively controlled.

How best to operate the strategic planning function — coupled with the annual rolling
program — and how best to integrate it with the financial planning function. The latter
to include financial monitoring, tracking of cost overruns, long-term cash flow
projections and triggering of the need for bond finance.

Flow charts should be produced clearly showing the new organisational arrangements
and indicating which functions would remain in-house, outsourced and, if outsourced,
which in-house unit should remain responsible (i.e., becomes the Client Unit). The
flow charts should be accompanied by lists of the responsibilities of the restructured
units and sub-units. Recommendations should also be made regarding coordination
between key units and sub-units.

The need for a Human Resource strategy to support the above actions. This should
include the need for professional development courses (local and foreign), study tours,
training to support redeployment and — as a last resort — compulsory redundancy
payments. It should also include the feasibility and desirability of introducing a bonus
scheme to encourage better staff performance.

A brief review of the effectiveness of relationships between GDDKIA headquarters and
the regions and the need for any further work to strengthen/improve this relationship.

An indication of the broad content of both a long-term and annual Performance
Agreements to be signed between Mol and GDDKIA specifying key deliverables,
monitoring indicators and penalties for non-compliance.

Finally, preparation of a brief report summarising key strengths and weaknesses, what
might be done to strengthen the capacity of GDDKIA and recommendations on what
should be done during the Phase Il technical assistance to implement the outline MAP
emerging from the Phase | studies.

Phase Il: Further Refinements and Implementation of the MAP

The outcome of the Phase I study would be reviewed by Mol and the Executive Overview would
be circulated for comment to other concerned agencies. Depending on the scope and scale of the
Phase | recommendations, the Executive Overview may also be submitted to Cabinet for their
endorsement.

Once the recommendations emerging from the Phase | study had been agreed, the draft Terms of
Reference for Phase Il would be updated and used as the basis for the technical assistance
designed to implement the recommended MAP. The main tasks to be covered during Phase Il
should include, but not necessarily be limited to, the following:



Q) Detailed procedures for planning and financing investments within a 12-year strategic
planning framework and ensuring that they are properly coordinated.

(i) Procedures for handling all preparatory works, including documentation, permits, land
acquisition, etc., combined with target dates for completion of each activity.

(i) Procedures for outsourcing selected tasks, together with responsibilities for preparing
bid documents, arranging finance, supervising implementation and adopting the results.

(iv) Procedures for coordinationg project inputs and monitoring and reporting on project
progress, including highlighting potential problems (e.g., delays, cost over-runs, etc.)
and proposed solutions.

(V) Financial management systems that link network-level planning, with project
programming, financial budgeting, payments and accounts, financial reporting and
financial control.

(vi) Detailed relationships between GDKIiA Headquarters and the ROs.

(vii) Scope for using an integrated IT system to link network level planning and budgeting,
to project level monitoring, to agency wide financial reporting.

(viii) Guidelines for agency wide standardisation of procedures and manuals.

(ix) Procedures for monitoring and improving cost accounting procedures and the roads
database, to ensure that the costs used in planning investments are improved and made
more accurate.

) Suggestions for generally improving the flow of management information to support
timely and effective decision-making within GDDKIA.

(xi) Finally, what steps might be taken to enhance quality control of all aspects of the
project cycle, from planning and implementation through to the civil works themselves.

It is expected that the review of the Phase I report would take 2 months, that the consultants
required for Phase 11 could be mobilised within another 2 months and that the services themselves
could be carried out in 6 months. In other words, any redeployment of staff, outsourcing,
creation of Client Units, etc., would have been completed by the end of this 6-month period.

Technical Assistance Team

The TA team will consist of three senior managers from the Finnish Road Administration
(FinnRA), combined with three consultants who will work as counterparts to the FinnRA team.
The FinnRA team will cover the following skills: (i) overall management of GDDKIA (i.e., the
functions of the Director and his two Deputies); (ii) financial management of the annual road
program, including monitoring performance and triggering the need to borrow; (iii) planning and
implementing new road investments, including pavement strengthening and rehabilitation works.
The three FinnRA members will lead the TA, while the three consultants will work as their
Assistants. The Assistants will be responsible for preparing supporting material to assist the
team, writing reports and preparing detailed Terms of Reference for the Phase Il action plan.



Timescale and Reporting

It is expected that Phase | would be completed within 5 calendar weeks. The FinnRA team would
spend 3-4 weeks on site, while the Assistants would spend an additional 1-2 weeks finalising the
report for submission to Mol. The final report should be limited to no more than 50 pages of text
(plus accompanying tables and diagrams) and must be accompanied by an Executive Overview
suitable for submission to the Cabinet. The Executive Overview should be limited to 4 pages of
text and should, among other things, cover the following topics:

The challenge

Strengths and weaknesses of the existing institution
Recommended strategy

Implementation arrangements

Likely costs

The reports will be delivered in Polish (three copies) and English (one copy).

For each report the consultants will develop a Power Point representation, both in Polish and
English language versions.

All the reports and the presentations will be delivered in hard copy and on CD ROM.

Upon submission, all reports are subject to review and subsequently to acceptance by the Client.
Acceptance will be given to the reports covering all the items assigned to the particular report.
Acceptance will be acknowledged in the form of receipt minutes issued within 21 (twenty one)
days after submission of each report. Shall the report, in its whole or in a part, be not acceptable
to the Client, the latter will notify the Consultants in writing and establish an additional period for
remedy.



I11. RESTRUCTURING AN EXISTING ROAD AGENCY
1. Improving the Management and Financing of Roads, Lesotho
1. Introduction

Lesotho depends almost entirely on road transport for its internal movement of
freight and passengers between economic centres. In spite of its importance, however,
the Government of Lesotho (GOL) recognises that the roads sector faces a number of
serious problems. These include an inadequate level of funding, most especially for
recurrent expenditures; the difficulty of recruiting and retaining high quality staff; the
poorly developed local construction industry; the regionally unbalanced level of
investments; and the fragmented organisational structure of the public agencies
responsible for roads. In addition, the mountainous terrain of much of the country makes
the provision and upkeep of roads all the more problematic. The result is that a number
of underfunded and unaccountable road agencies are providing an inefficient, inequitable
and ineffective level of service to the general public with serious ramifications for the
economic and social development of the country.

In response to this situation, the Government of Lesotho (GOL) has taken the
initiative to pursue a more appropriate policy environment for managing and financing
the entire road network to ensure the conservation of this key national asset on a long
term basis. A number of studies are or have been conducted to guide the GOL in the
reform of their roads sector, to which this study will also contribute. The GOL is now
seeking a consulting team, hereafter known as the consultant, able to perform the
following terms of reference.

2. Background Information to the Road Sector
2.1  Road Network Responsibility
2.1.1 Introduction

A number of road agencies are currently de facto responsible for the road
network. First, there are three national agencies within the Ministry of Works - Roads
Branch, the Labour Construction Unit and the Civil Works Section; second the municipal
authorities; and finally, by default, the Lesotho Highlands Development Authority.

2.1.2 The Roads Branch (RB)

This is currently responsible for the administration of 2,295 km of paved, gravel
and earth roads, and includes the bulk of the paved road network and declared roads in
Lesotho. The Roads Branch (RB) is headed by the Chief Roads Engineer. The roads it is
responsible for represent about 35% of the road network and carry about 80% of the
national traffic. The maintenance of the RB road network is the responsibility of its three
regional offices (North, South and Central), all of which are managed by a Regional
Engineer. Routine maintenance and the majority of periodic maintenance (resealing and
regravelling) used to be carried out by force account works within each region, in
accordance with available resources. Increasingly, the RB has used local contractors to



carry out maintenance works. The condition of the RB network is reasonable, partly due
to its age.

The RB in-house construction operations are currently implemented by two
separate construction organizations: the Road Improvement Unit (RIU) and the Road
Construction Unit (RCU). These are set up in entirely different manners, for historical
reasons.

e RIU is a quasi-autonomous unit and operates as an almost completely discrete
cost center, with its own bank account (rolling fund). The work undertaken is
the improvement of largely existing gravel roads to paved road standards. For
day-to-day purposes the contact with RB is via the Planning Engineer in the
RB Projects and Planning Section. The RIU Manager ultimately reports
directly to the Chief Roads Engineer.

e RCU is a sub-section of the Design and Materials Section of RB managed by
a Roads Engineer, with some measure of independence from the bureaucracy
of the Branch, including keeping control accounts and ordering materials and
supplies directly. The Unit was originally set up to upgrade existing gazetted
roads to higher (gravel) standards, as part of the stage construction process.
In recent years, this gravel road construction work has continued, but been
interspersed with some bridge and paved road construction.

2.1.3 The Labour Construction Unit (LCU)

This department differs from the function of the Roads Branch in that it constructs
and maintains its road network using labour-based methods (i.e. a combination of labour-
intensive and plant-based methods). The LCU constructs roads to all-weather gravel
standards, and to date has constructed and is responsible for maintaining 900 kms of
gravel roads. LCU roads tend to be of local importance with many of them being cul de
sacs. Together with its objective of providing all-weather road access in rural areas, LCU
also has the objective of creating employment through the utilization of labour-based
methods in road construction. Wages and salaries account for about 60 % of the total
project cost, with the wages being paid fully in cash at the government approved rate for
casual labour. Roadworks are prioritised by way of both economic and other criteria.

The LCU is headed by a Chief Engineer and currently has two regional offices
(North and South) which are managed by Regional Engineers. Each established regional
office currently has three construction units and one regravelling unit. All construction
and rehabilitation works are carried out in-house, while maintenance is gradually
involving a greater proportion of private contractors as a result of the World Bank/GOL
funded project. This commenced in 1993 and sought to train local small-scale
contractors in the execution of labour-based routine and periodic maintenance of gravel
roads within the LCU. The condition of the network is poor with a substantial backlog of
deferred work.

2.1.4 The Civil Works Section (CWS)

This was established in 1968 for the purpose of providing drought relief on a
food-for-work basis. It is responsible for the construction and maintenance of some 1570



kms of earth roads, sections of gravel roads, and footbridges. It now falls under the
Ministry of Works after its recent transfer from the Ministry of Local Government. The
CWS is headed by a Senior Engineer and has four regional offices nationwide, all of
which are managed by regional engineers. The CWS constructs earth roads using labour
intensive methods, with a minimal use of plant and equipment, using casual labour paid
with a combination of food and cash. It is supported by the World Food Program (WFP)
and the Government of Lesotho (with additional donor support from the European
Community and the Government of Japan). It is currently in the middle a five year
construction and maintenance program for which funding is fully committed by those
bodies. As part of the ongoing reorganisation of the MOW, LCU and CWS are in the
process of being entirely integrated.

2.1.5 Municipal Authorities

Urban streets and roads within municipal and town boundaries fall under the
Ministry of Local Government (MLG). Work on them is administered by MLG, which in
turn commissions one of the main road agencies to undertake the work under a sub-
warrant agreement, following requests for action from Village or District Development
Councils. However, the Roads Act of 1969, laying responsibility for the upkeep of roads
with the MOW, can be interpreted to include urban roads. Indeed, this is the case of
those roads running directly through urban areas which are part of inter-urban links.

The experience with the only independent local government, Maseru City
Council, itself responsible for some 600 kms of roads, shows that limited local financial
and technical capacity has resulted in poor maintenance of urban streets. Both the Town
and Country Planning Act, 1980, and the Urban Government Act, 1983, indicate that the
ultimate intention is that planning and control of urban development, including roads, is
to be the responsibility of municipal councils.

2.1.6 Lesotho Highlands Development Authority (LHDA)

This is a parastatal responsible for the Lesotho Highlands Water Project. In order
for a series of dams and connected structures to be built, the LHDA was required to
construct or improve a considerable length of roads to gain access to the various sites.
LHDA has assumed temporary responsibility for some 200 kms of roads but it is GOL
policy that, in due course, the responsibility for these will devolve to the Roads Branch

2.2  Road Sector Policy

A National Transport Study (NTS) was carried out in 1994/1995. Thereafter, the
GOL adopted a national road policy and a Letter of Sector Policy (LSP) for the Road
Rehabilitation and Maintenance Project (RRMP) to be financed by various donors.
Details can be found in the Letter of Sector Policy, a copy of which is attached at
Appendix A.1. The strategy emphasizes, inter alia:

e reforming the institutional structure of the roads sector along more
commercial lines;

e strengthening the capacity of the MOW to plan for and manage the road sector
through human resource development;



e stimulating participation of the private sector in the implementation of works
at the same time as gradually reducing the dependence on force account road
units;

e improving cost recovery from road users;

e ensuring the participation of all stakeholders from both the public and private
sectors in the management of roads at both national and local level,

e giving priority to routine and periodic maintenance; and
e initiating an integrated planning approach for the sector as a whole.
2.3  Developments to Date in Commercialising the Management of Roads

As a first step in commercialising the road sector, the GOL created a Road Fund in
1996 as a separate administrative body. The objectives of this fund are to ensure that i.)
sufficient resources are available for the maintenance of all roads in Lesotho; ii.) road
users participate in the management of the sector to improve decision making and
consumer willingness to pay iii.) financial discipline is strengthened so that the public
gets value for money iv.) the fiscal burden on the government is reduced to manageable
proportions; and v.) road users pay more equitably for the damage they inflict on roads.
The Road Fund, hereafter the Fund, has been established by Legal Notice published in
the Government Gazette. This specifies its purpose, sources of revenues, its management
by a representative board and the manner of its auditing. A copy is attached at Appendix
A2.

At present, revenues come from four main sources: (i) road toll-gate fees
collected on all vehicles leaving Lesotho, including government vehicles; (ii) border
fees/short-term SACU permits charged on all foreign trucks entering Lesotho; (iii) annual
license fees collected from all types of vehicles; (iv) a road maintenance levy added to
the price of all transport fuels, including the fuel consumed by government. Total annual
revenues of the Fund are in the region of US$11 million and are being paid directly into a
special account at the Central Bank.

The Government has given road users an active role in the road sector by creating
a representative Road Board, hereafter the Board. The members of the Board come from
relevant institutions in both the public and the private sectors. Their role is to advise on
the management of the Fund and monitor the use of the resources. The Board reports to
the Ministry of Finance and is an advisory body only with Government retaining ultimate
decision-making powers. The Board reviews the annual expenditure programs put
forward by the various road agencies and decides, in light of these requests and in
consultation with Ministry of Finance (MOF), on the overall size of the road program to
be financed through the Fund. Based on these revenue requirements, it then recommends
to MOF the required levels of road user charges. A senior public officer has been
seconded to be the Secretary to the Board who is the chief executive and accounting
officer of the Fund. She is supported by a secretariat composing of a number of staff
from a local firm of chartered accountants.

Concurrent with this move and on the implementation side, the GOL continues
with:



(i.) the training and encouragement of the Local Road Construction Industry, to a
size appropriate for the amount of work available, for the purpose of
eventually undertaking all routine and periodic maintenance in the country, as
well as minor construction work; and

(ii.)the associated reduction in government activity in road construction and
maintenance, which will be based on a carefully planned and gradual
restructuring of selected force account operations.

24 Road Legislation

The Roads Act of 1969 is the fundamental legislation concerning “the locating,
constructing, opening, maintaining, protecting/deviating, working and closing of roads,
and for matters incidental thereto”. The Minister of Works is responsible for the
administration of the Act, and may declare, or gazette, any existing road to be a road
within the meaning of the Act, as well as appoint a public officer by name or office to be
a road authority for all roads, or for specific roads. Currently, only the RB is appointed
as such a roads authority with responsibility for the administration of all declared roads at
the beginning of the 1970’s. All the roads administered by the Labour Construction Unit
(whether declared on non-declared), and all those administered by the Civil Works
Section are therefore administered outside the jurisdiction of a roads authority.

As already stated above, the Town and Country Planning Act, 1980, and the
Urban Government Act, 1983, indicate that the ultimate intention is that planning and
control of urban development, including roads, is to be the responsibility of municipal
councils. However, urban streets and roads within municipal and town boundaries
currently fall under the Ministry of Local Government which in turn commissions one of
the main road agencies to undertake the work. The consultant should be aware that the
GOL is currently trying to decentralise decision making and public service provision to
sub-national governments. Moreover, there are also many undeclared rural access roads
and tracks, the length of which is unknown but is thought to be substantial, and whose
legal status is unclear.

In addition, two legal notices have been gazetted which established and
circumscribed the existing Road Fund and Board, as described above.

25 Other Relevant Studies

This terms of reference must be approached in the light of other connected
studies, to which the consultant must relate this work. Studies have or are to be
conducted on:

(i.) the reclassification of the overall road network (MOW);

(ii.) the definition of environmental standards, quality control procedures, and adapted
design standards for road works (MOW);

(iii.) the performance of the Road Fund, Board and its secretariat as part of the legally
required audit for FY 1997/98 (Auditor General’s Office); and

(iv.) broad based civil service reform (Ministry of Public Service).



3. Purpose

The purpose of this study is to recommend to the Government of Lesotho a
workable plan for the phased implementation over the next two to three years of a
commercial approach to the management of road services in the country. The reason for
pursuing a more commercial approach in the management of roads is the anticipation that
this will produce a more efficient, effective and equitable roading system which will in
turn enhance the sector’s contribution to the economic development of the country.

4, Objectives of this Study
The objectives of this study are to recommend:
(M how all types of roads and all types of roadworks should be financed;

(i) how all types of roads and all types of roadworks should be managed,
particularly by assessing the feasibility and conditions for creating an
autonomous and accountable Road Authority; and

(iii)  an appropriate new legal framework for managing roads.

This will be achieved through a review of the existing institutional and financial situation
of all roads in Lesotho. The consultant will be required to state and evaluate options
before making recommendations, including a timescale for each item.

5. Scope of Services
51 Introduction

The consultant, in making his recommendations under the specific tasks outlined
below, is to ensure that the method of translating these recommendations into action are
also described: including, as appropriate, any additional inputs such as technical
assistance, workshops and study tours to achieve this end. The proper phasing of the
changes will be a key aspect and consideration must be made of the modest absorptive
capacity of the road sector institutions. The consultant will be expected to counsel with:
(a.) all relevant parties in government, at both national and sub-national levels, and (b.)
with representatives of key non-governmental constituencies such as the freight and
passenger transport industries, commerce and agriculture. The scope of works has been
divided into three sections for convenience only. The consultant must ensure that all
aspects interrelate as appropriate.

5.2  Financing the Sector

The resource mobilization objectives of GOL, as stated in the Letter of Sector
Policy (LSP), are to improve cost recovery from road users in order to make the sector
financially self-sufficient by 2001 in terms of covering the recurrent costs of road
maintenance and rehabilitation. What is not yet clear is: (a.) how any new construction
or upgrading of national roads and the upkeep of municipal roads is to be financed; nor
(b.) how large a contribution road users should make to the general government budget.
In the light of these uncertainties, the consultant will be required to recommend:

(i.) the mechanisms for the periodic revision of road user charges to meet the
expected increasing needs and to maintain their real value, including the



5.3

degree of guidance that the MOF might offer regarding the setting of the
road user charges and where any future road management board should be
able to act autonomously in relation to setting such charges;

(ii.) how to ensure an equitable road user charge structure which distinguishes,
to the extent possible, between users and the differential damage they do to
the road;

(iii.) where resources for the construction of new roads might come from and
whether it is possible or desirable to use the Lesotho Highlands
Development Fund proceeds for such investment;

(iv.)) how, if at all, proposals and budgets for construction of new roads,
upgrading/rehabilitation of existing roads should be submitted to Parliament;

(v.) whether the Food for Work Program should move from a mix of food aid and
cash incentives to a labour-wage only basis and, if so, where the money
should come from in the longer term;

(vi.) whether road user charges should be sufficient to resource all items in the
upkeep of the road network, i.e. the salaries and pensions of staff at the MOW
who work on roads

(vii.) the procedures for allocating funds to the different road agencies entitled to
draw from the Fund;

(viii.)how best to provide incentives for the complete financing of the
conservation of existing road assets before any further expenditure on new
construction;

(ix.) the procedures for disbursing money from the Road Fund, especially ways
in which the Fund can use its disbursement arrangements to strengthen
financial discipline in the road agencies;

(x.) ways in which local resources, both financial and other, could be combined
with the Fund in the upkeep of municipal or village roads; and

(xi.) ways in which the results of audits should be reflected in subsequent budget
allocations such as to ensure that road agencies wasting the funds are
suitably penalized.

Managing the Sector
In the Letter of Sector Policy, the GOL stated its commitment to the creation of an

environment that allows road agencies to operate on a commercial, autonomous and
accountable basis. In the light of this commitment, the consultant will be required to carry
out the following tasks.

(i.)

Recommend what needs to be done to ensure that the agencies responsible for
managing the road network have the capacity to do so effectively. Options might
include: (a) restructuring these road agencies within the existing civil service
framework; (b) establishing a new Road Authority to manage the trunk road
network; (c) establishing a separate organisation to manage urban roads on behalf



(ii.)

of urban district councils; (d) establishing a separate organisation to assist with
the management of rural district roads; (e) if the previous two options apply,
advise on what basis the two organisations should be operated ( as departments
under a Ministry as now, semi-autonomous or autonomous); or (f) whether all
roads should be managed by a single Road Authority with the ability to hand over
selected roads to local authorities as and when they have developed the capacity
to manage them effectively.

Review the current role and status of the existing Roads Board and recommend
how it should evolve in future to ensure it can manage the Road Fund effectively
and in the light of recommendations from para 5.3 (i.). Recommend whether the
Board should: (a) remain as presently constituted as an advisory board; (b) evolve
into a fully autonomous board; (c) evolve into a semi-autonomous agency, i.e. be
merged with the management board of any eventual Road Authority. If (c.)
relates, propose what should happen to the existing Fund secretariat.

Thereafter, on the assumption that the conclusion of the consultant is for the

establishment of a single autonomous road authority?, the following tasks are to be
fulfilled.

(i.)

(ii.)

(iii.)

(iv.)

(v.)

Recommend functions for any new Road Authority, hereafter RA, clearly
circumscribing its roles as a planner, purchaser, and if deemed necessary,
provider of services.

Recommend options for the senior management structure of the RA and whether
the RA should have a board. Suggest a mission statement, a clear terms of
reference and accompanying performance indicators for such a board.
Recommend the composition of its members, their nomination, appointment,
tenure and remuneration as well as functioning procedures for the RA board.
Indicate what the relationship would be between this board and the GOL,
particularly in relation to strategic decision making such as major new road
construction. Propose to whom and how this board would be accountable.

Recommend how the RA should make the public aware of the changed
arrangements and how it might conduct a public outreach campaign to win public
support.

Recommend whether the RA should have a Chief Executive Officer (CEQ). If
so, provide a terms of reference and accompanying performance indicators for the
post and the procedures for appointing and removing the CEO.

Spell out the relationship between the relevant ministries, any board and the CEO
in the RA.

2

In the event that the conclusion is for the establishment for two agencies, for example one for national and

one for local roads, the consultant is to carry out the tasks in this section for both. In this case, the consultant would
also be required to spell out the relationship between the two.



(vi.)

(vii.)

(viii.)

(ix.)

(x.)

(xi.)

(xii.)

(xiii.)

5.4

Recommend the number and type of staff required to operate any RA, together
with the level of logistical support. The consultant should bear in mind that the RA
must maintain a minimum number of competent staff, who can be adequately
compensated and provided with appropriate office space, transport and support
services, to manage the road network effectively.

Define the middle-management structure, including providing an organogram.
Particular attention should be paid to: (a.) illustrating the regional structure of the
proposed organisation to promote de-centralization of responsibility to
subnational units; (b.) how the middle management structure relates to the CEO,;
(c.) defining the various departments and their core functions, especially whether a
financial department is required; and (d.) providing the terms of reference of the
directors of the various departments suggested.

Assist the MOW in the production of a staff development plan. Particular attention
should be paid to professional development, job rotation, short term training
requirements, the timescale and manner of the phasing out of long term TA, and
incentive schemes.

Advise as to whether their will be a requirement for redundancies to take place and,
if so, estimate the number, type of staff and timescale over which this might
reasonably be achieved. Recommend how any such redundancies might best be
mitigated and estimate the costs of any such mitigation plan.

Recommend appropriate terms and conditions of employment for all staff in the
RA, bearing in mind the ongoing civil service reforms. Terms and conditions of
employment should be sufficiently attractive to ensure the agencies can recruit
and retain qualified staff. Suggest other non-economic incentives for staff and
sanctions against poor performance.

Suggest how quality management procedures might, to the extent possible, be
introduced over time.

Recommend whether the RA should maintain some in-house implementation
capacity to provide for emergency cover and a means to compare the cost
effectiveness of contractors in such a small market as Lesotho’s. If so, suggest
the number of resources required to fulfill this capacity.

Recommend suitable financial reporting and accounting arrangements for the RA.
The proposals should include recommended formats for simple accounts. The
consultant is also expected to advise on the most appropriate way of reflecting
shortfalls in regular road maintenance and erosion of capital. In addition, the
consultant will propose arrangements for establishing a performance budgeting
system for planning, implementing and monitoring road maintenance, and an
appropriate auditing system, including internal audit and control procedures,
together with independent external audit arrangements.

Legal Framework

The above changes need to be set in the context of existing road legislation. The

GOL recognises the need to prepare new legislation to provide a firm basis on which any



new management and financing arrangements can be soundly based as well as to
consolidate changes already made to road funding, road classification and road
management responsibility. Any new legal framework should, to the extent possible, be
designed to be consistent with that of adjoining countries and provisions entered into
under regional agreements such as SATCC. The consultant will conduct the following
tasks.

(i.) Provide a summary of where the government stands in revising and amending the
existing road related laws and regulations. Summarise the shortcomings in road
legislation, using as necessary other recent reports. Recommend whether it is
possible and preferable simply to amend existing legislation or whether new
legislation is required. Thereafter, on the assumption that new legislation is
required:

(ii.)  Recommend whether a single new bill encompassing all aspects of road transport
should be put before Parliament. Alternatively, consider whether all matters
pertaining to the management and financing of roads should be placed in a
separate act, for example such as the National Road Administration Act in
Malawi, rather than combined with other matters relating to road classification,
declaration and safety and the regulation of road traffic.

(iii.)  Draft the new bill(s) and accompanying initial regulations for the consideration of
Ministry of Law, Constitutional, and Parliamentary Affairs. Ensure that any new
legislation is grounded in the legislative environment in Lesotho and is as brief
and flexible as possible with the detail of the new arrangements left for inclusion
in regulations.

(iv.) Recommend whether any new legislation should make provision for private
individuals and groups, or road co-operatives, to become the legal owners of as
yet undeclared urban and village roads. The details of the way in which such
private or co-operative roads might be partially supported by resources from any
road fund should be provided in the regulations.

6. Outputs and Timescale

The full study will be carried out over a period of about five months. The
consultants shall indicate in their technical proposal the reports that will be submitted to
MOW during the course of the assignment. However, the actual contents, frequency and
number of copies of such reports will be discussed during contract negotiations, agreed
between the consultant and MOW, and then recorded in the minutes of negotiations.
However, as guidance only at this stage, the following outputs will certainly be required;

(i.) a draft three page summary for presentation as a Cabinet Paper;

(ii.)  aschematic diagram illustrating recommended changes in the operation of
the Road Fund, the Road Board and MOW;

(iii.)  adraft bill(s) and accompanying regulations; and
(iv.)) adraft timetable of actions to implement the process.



At mid term of the study, the draft proposals are to be discussed at a national
policy seminar. The consultant will liaise closely with the Executive Secretary of the
Fund to assist in the organisation of this. The objectives of this seminar are to elicit ideas
from relevant stakeholders and build a consensus as to the way forward. This will
require a number of resource people including an international facilitator, and one or two
senior staff from other existing RAs (e.g. Sierra Leone, Ghana and perhaps Malawi). The
costs of this seminar will be met through the Roads Rehabilitation and Maintenance
Project.

In addition to the preparation and submission of reports, documentation,
schedules, etc., specific to each task, the consultant shall submit to MOW and the
Executive Secretary, Roads Board within five days of the end of each month, a composite
report on the performance and achievements in respect of each task during the previous
month. Such reports shall be preceded by an Executive Summary. Two copies of the
monthly Executive Summary shall also be submitted by consultants directly to IDA, and
to the RRMP Project Coordinator.

All communications, reports, documents and instructions for staff in MOW
prepared by the consultant shall be in English and shall be provided in both hard copy
and diskette form(MS Word).

7. Services To Be Provided By The Government

Within two days of their arrival in Maseru, the consultant will attend a one-day
meeting chaired by MOF and relevant staff from the Road Fund and MOW to obtain
information on how staff view the actions that are required to transform the existing
institutions into more efficient instruments for delivering road services. A meeting will
also be held with senior representatives of the MOF to confirm government policy
regarding the road tariff levels and general taxation of the road transport sector.

MOW will furnish copies of the relevant legislation governing construction,
operation and management of roads and will arrange for consultations with other
government ministries, Road Board members and private sector stakeholders as
necessary. The government will provide office space, vehicles, and any other required
support services to the consultants.

MOW would also make available to the consultant the services of one or two
counterpart staff on a part-time basis to assist the consultant with the study and
strengthen the capacity of the Ministry. All fieldwork outside Maseru should be planned
to involve counterpart staff.

8. Staff Requirements

It is expected that the above activities would require about 14 man-months of
consulting services, including the services of a Project Manager to be accountable for the
programme and liaise with interested parties. The consultant is encouraged to employ, or
associate with local Basotho consultants and will be expected in their proposal to state
how many such staff they intend to use on their team. The bulk of the consultants should
be economists, management and financial specialists, and personnel and institutional
development specialists. CVs of all proposed staff are to be provided.






2. India: Institutional Priorities and Needs for Management and
Financing of Highways and Major Roads, Andhra Pradesh, India

Introduction

The Government of the State of Andhra Pradesh (GOAP), with the support of the
Government of India (GOI), has commenced preparations for a proposed World Bank-assisted
project to upgrade the major road network in Andhra Pradesh (AP). The objective of the proposed
Andhra Pradesh State Highways Project is to invest in high-return enhancements to AP's major
road transport infrastructure and institutional capacities, so that these more effectively meet the
demands of users and contribute towards the State's economic objectives.

An integral part of the proposed Project, therefore, is the development of a strategy
(hereafter referred to as the Institutional Development strategy) for modernizing and
strengthening the GOAP’s institutional and financial resources for the management of the AP
road network and road infrastructure, for implementation during the project. The strategy should
be developed alongside the main techno-economic project studies, and finalized in time for the
formal appraisal of the project proposal by the World Bank in early 1996.

Background

The State of Andhra Pradesh is the fifth largest in India, in terms of both population and
area. The traffic between the north and south regions of India passes through either AP or
Maharashtra, its adjoining State, and hence the north-south roads infrastructure across AP carries
inter-alia considerable traffic flow between the two regions. The total length of roadways in AP is
about 137,500 kms, consisting of National Highways (NH), State Highways (SH), Major District
Roads (MDR) and Other District Roads (ODR). Leaving aside the NH segments, which are the
principal responsibility of the Government of India (GOI), the majority of the State's main roads
are single lane and in unsatisfactory condition, while the traffic being carried is above design
capacity and growing.

A Strategic Options Study (SOS) and major techno-economic feasibility studies to
comprehensively prepare the proposed project have been underway since mid-1994. These are
focusing on approximately 3000 km of roads in 12 high-priority corridors in AP, where reduced
carriageway width and/or pavement deterioration have resulted in direct capacity constraints for
the high volumes of traffic carried and forecast. The reports from these studies will form the basis
for final selection by GOAP and the Bank of the road improvements to be included in further
Project preparations and specifications.

The overall objective of the Bank's assistance in this sector in India is to achieve
improvements in the State-level road transport system (viz. the physical network, operations and
the affective institutions) in a sustainable manner, to efficiently meet the transport demands of
its users. Consistent with this, the objectives of the proposed AP project are:

@) proMOTe a more rational and efficient approach to road investment planning,
maintenance and funding at the state level,

(b) improve the institutional capabilities in the sector through a comprehensive revision of
the focus, organization and resourcing of the main GOAP road transport bodies;



(c) improve resource mobilization in the sector to ensure the sustainability of the State’s
SH/MDR network;

(d) upgrade the capabilities of the private engineering and construction industry to meet
growing demand for high quality highways engineering and construction services; and

(e) improve the riding quality and capacity of selected congested segments of the SH/MDR
network to reduce vehicle operating costs, travel time, accidents and pollution.

The funding for the proposed project will therefore include provision for technical
assistance for reforms in and institutional strengthening of the State’s road transport
agencies/bodies.

The Institutional Context

For the purposes of the proposed Review, there are two main dimensions to the
institutional context of public road transport infrastructure in AP. The first is the organizational
dimension, comprised of the structures, physical resources, legislation, powers and policies
which together manifest the GOAP responsibilities and capacities in this field. The second is the
financial dimension, embracing the various elements of budgets, financial planning, sources of
revenue, expenditure and financial management applicable in GOAP's resourcing of current and
planned road infrastructure commitments, covering both maintenance and new investments.

The Organizational Dimension: The GOAP's Roads & Buildings Department (RBD)
will be the executing agency for the proposed Project, assisted by internationally-experienced
Project Coordinating Consultants (PCC) in all aspects of project preparation and implementation.
The road upgrading and improvement works will be undertaken by construction firms selected
through normal World Bank procurement provisions and international competitive bidding (ICB),
with contract supervision undertaken by independent Engineers employed under FIDIC
conditions.

The RBD is presently charged with the planning, survey, design, construction and
maintenance of roads, bridges and buildings throughout the State, as well having special
responsibility for ongoing Cyclone Reconstruction activities. The Department is headed by the
Principal Secretary, Transport (Roads & Buildings), who is responsible to the GOAP Minister for
Roads & Buildings. The main headquarters organization of the Department is comprised of ........
units, covering ......... and with a total staff strength of ....... The field organization of the
Department consists of .... Regions each headed by a ----- Engineer having a number of Circles
and Divisions headed by Superintending Engineers and Executive Engineers, respectively. The
Chief Engineers and Superintending Engineers are in overall charge of survey, preparation of
plans and estimates, construction and maintenance of works within their territorial jurisdiction.
There is/are --- Engineer/s responsible for vigilance and Quality Control under each Regional
Chief Engineer. Additionally, there is/are ------ Engineer (........... ) looking after certain major
engineering works as discrete special projects (?).

In the wider GOAP context, the RBD shares the responsibility for GOAP road transport
planning and roads financing with the (?) department/s of .............. ? There are also .........
(organizations/wings ?) responsible for Electrical and Mechanical Engineering, headed by
............. , as well as an organization for........(? research ? architecture) and a Transport
Commissioner, responsible for ........... aspects. With the RBD, these bodies represent the main
current institutional capabilities for GOAP's roads planning, financing and management needs.



The Financial Dimension: The main sources of GOAP roads funding at present are (i)
cyclically-determined long term State “plan” allocations for new works, (ii) annual “non-plan”
budget allocations for maintenance and administration, and (iii) federal “Plan allocations” for
selected capital expenditures from the GOIl's central revenues, typically determined within
cyclical federal/state negotiation of long term sector targets. At the same time, some major
additional revenues derive from State-level levies and excises on fuels, licensing and various
other “user”’aspects of activities in the AP road transport sector. However, these revenues
typically accrue to the State's general revenue and budgeting, rather than returning for direct
application to roads needs. The combination of central Plan capital allocations and cyclical
“plan’”’provisions from the state’s Budget has so far been tight yet manageable for the RBD’s
network management purposes. However, this has been at the cost of some recurrent under-
funding (by objective criteria) of the road network's essential maintenance requirements.

The resulting deterioration of road network assets, during a period of strong annual traffic
growth, is now a major contributing factor in the need for increased AP road investments. Within
the limits of the present road financing sources, however, any move to significantly increase
GOAP funding allocations for road network needs would give rise to unacceptable pressures on
funding targets for other sectors in the overall GOAP budget funding context. Accordingly, the
growing financial needs for both proper ongoing maintenance and new investments in AP
road infrastructure require new sources of such finance to be developed, with appropriate
institutional measures. While opportunities for greater cost-efficiencies and improved roads
investment returns in financial terms may realize a useful contribution to this scenario, this is
unlikely to be significant enough to obviate the need for new sources of funds.

Objectives Of The Review

The GOAP has decided that the proposed State Highways Project should include a
comprehensive Review of the focus, organization and capacity of the main GOAP institutions
administering the State’s roads infrastructure and road transport responsibilities, and that the
Review is to be undertaken by internationally-experienced Consultants. This Review will require
(i) the assessment of all relevant aspects of the present GOAP situation, (ii) development of a
strategy encompassing the specific aims, measures and interventions needed to achieve the
medium-to-long term institutional and financing enhancements in the GOAP “road transport
infrastructure” framework, and (iii) proposals for the short-to-medium term strengthening
meanwhile of the present RBD and other roads-related bodies of GOAP to improve their ongoing
effectiveness in their present forms. The more immediate institutional strengthening measures
proposed during the Review must be compatible with and not prejudice the viability of any
alternate future institutional options also arising from this Review. Proposed aims, measures
and actions arising from the Review should be feasible within the Project’s implementation
period.

The overall objective for the Review is to establish an Institutional Development
strategy for sustainable improvements to the State's institutional framework and financing
capacity for effective and efficient management of the AP road transport network and
related infrastructure, suitable for implementation during the proposed Project. The strategy
should cover (at least in broad detail) the purpose, scope and timing of measures and
interventions required to improve the State's capabilities in:

- roads planning and investment selection, based on user requirements, road transport
network factors and sound economic considerations;



- the planning, implementation and management of road construction programs;

- the development and management of efficient, cost-effective and rationally-determined
road network maintenance programs;

- the generation of increased, dedicated and sustained levels of funds for ongoing road
network maintenance needs and planned road investment requirements;

- the effective use of private sector resources in the engineering and execution of AP
roads projects/programs; and

- interaction with private and commercial road users in AP in the planning of road
network developments and investments for the facilitation of road transport.

This carries the inherent aim of an increased role and capacity for GOAP's roads-related

technical and management resources in roads network planning, policy advising/formulation,
budgeting/financial management and program management. Simultaneously , there should be a
lessened need for dedication of GOAP resources to the design and operational aspects of road
works execution, wherein private sector resources can play an increasingly larger role.

Scope Of Work

(@)

(b)

(©)

(d)

(€)

to:

The Review should focus on at least the following matters in appropriate detail:

the current main GOAP functions, roles and priorities in the roads and road transport
infrastructure contexts;

whether the present technical, managerial and operational capabilities and arrangements
in relevant GOAP agencies/entities match these, and whether any gaps/deficiencies are
being satisfactorily addressed:;

important aspects of the present organizational structures, legislation and regulations,
delegation of powers, processes and/or systems that may be significant constraints on
efficiency and effectiveness in this context;

the adequacy of current finances and financing mechanisms for re-current (non-
Plan) needs for effective road network asset maintenance, and the scope for alternatives
such as a dedicated Roads Fund; and

the appropriate Institutional Development strategy and measures (both short-to-medium
term and medium-to-long term) realistically available to GOAP to achieve significant
sustainable improvements in key areas, including any transitional stages/steps, for
implementation during the proposed Project.

In devising the proposed Institutional Development strategy, close regard should be given

- the scope for achieving significant early improvements in relevant key capacities and
performance through modification and strengthening of existing GOAP institutions,
within existing GOAP powers, regulations and procedures, feasible without prejudice to
the possibility of more substantial later institutional changes/developments;



- the possible advantages of establishing a dedicated institution(s) specifically for the
management of the major road network in AP, and the major role, features and
requirements of such an organization(s);

- the present GOAP provisions for funding of road maintenance and works, in terms of
the actual funding levels and the sources and mechanisms generating these, and any
relevant previous GOAP experiences with alternate road funding mechanisms/
approaches; and

- the appropriate model(s) for a possible AP Roads Fund, aimed at integration of a
dedicated roads revenue base and road network asset maintenance financing in future,
achievable within the GOAP's powers and jurisdictions.

The Review should take into account the findings of relevant international case studies
and “best practice,” particularly in relation to other “developing country” contexts with similar
roads-financing constraints and comparable needs for institutional strengthening in the roads
sector.

The operational, financial and business objectives of any proposed new organization(s)
and/or structure(s) should be clearly defined, at least in broad terms. To be practicable and
sustainable, any institutional changes proposed must either be feasible within the present GOAP
legal and policy frameworks, or involve amendments and/or initiatives which in that context are
realistic, coherent and persuasive.

Finally, the Review should present outlines of both the necessary transitional strategy(-
ies) and the timetable(s) to achieve any new institutional framework(s) from the existing
structures and arrangements for AP road network management and financing. Such outlines
should cover estimated time, resources and broad costs for the transitional strategy(-ies), together
with broad draft Terms of Reference (TOR) identifying the scope of services/inputs likely to be
required for further preparation during the Project of (inter alia) such tasks as:

- the development of specific action plans for any proposed transformation(s) of GOAP
institutional structure(s) and responsibilities in the road transport field;

- the detailed financial and strategic planning for the initiation of new financing and/or
revenue-collection mechanisms for AP road network funding needs;

- the pre-implementation planning for the organizational, administrative and financial
aspects of any proposed new structure(s),

- the identification of needs for enhanced/new systems, processes, technologies and
resources, particularly in relation to financial management and accounting, information
technology/systems, procurement and contract administration, technical planning and
project management; and

- assistance with implementation of new approaches, systems and processes, and the
introduction of appropriate longer term training programs for the organization(s) and staff
concerned.



Review Approach

The Review process should involve substantial participation by relevant GOAP officials
and professional staff, as well as taking directly into account feedback from representatives of
road users (particularly the providers of road transport services) in the State. In particular, the
Review must have early confirming inputs from the GOAP on:

@ the over-arching objective of the GOAP administration for road transport infrastructure in
AP;

(b) which entity/organization(s) should henceforth carry principal responsibility for (and
provide the dedicated focus for) the effective management and financing of AP’s road
network assets; and

(© the role and mission of that organization(s).

Accordingly, a high-level GOAP officials’ workshop should be convened in early
December 1995, with an external facilitator provided to assist the participants to undertake a
comprehensive, candid and constructive engagement of these three matters. The workshop should
produce specific positive recommendations on each of these, for subsequent higher-level GOAP
consideration and confirmation. The workshop's duration should be about 1-2 days only, the
participating numbers should be constrained carefully and the main participants should be drawn
from:

@ the highest available senior representatives of the main GOAP authorities for road
transport issues (namely the Transport (Roads & Buildings) Department, the Transport
Commission/-er, the Finance & Planning Department and the Police, at least):

(b) representatives of the main external assistance agencies currently engaged in efforts in
this sector in AP; and

) high-level nominees of organizations representing road users and providers of road
transport services in and across AP.

While some prior development of materials for consideration by the workshop would be
necessary, this should be kept to a minimum and the emphasis should be on vigorous discussion-
based exploration of current institutional strengths, weaknesses, opportunities and dangers, as a
basis for firm proposals by the end of the workshop on these matters. The workshop's proposals
should be prepared for formal presentation to the GOAP through the Chief Secretary within two
(2) weeks of the workshop's conclusion. The outcome of the GOAP's considerations would then
frame the directions, possibilities and priorities of the proposed Institutional Development
strategy.

During the course of the Review, at least one other mid-Review seminar/workshop
should be convened to engage all main stakeholders in direct consideration of the issues, the
range of options and the viability of likely solutions in the AP context. Progressive consultations
should also be held (e.g. starting within two weeks of the Review commencement and at three
weekly intervals thereafter) with the RBD's Head Office and Regional Management staff. These
consultations should particularly cover the origins, purposes and expectations of this study, and to
elicit staff inputs to the Review's work program and endeavours, particularly concerning the



possibility of adjustments between public and private sector roles in this field in AP and/or
devolution to new institutional forms.

Timeframe And Reporting Requirements

The overall duration of the Review is expected to be four (4) months from inception in
November 1995 to submission of the Final Report, which is due no later than March 31, 1996.

The consultant will be required to submit the following Reports and documents to the
GOAP:

@ an Inception Report within three (3) weeks of starting the Review, which should contain:
(i) a summary of the proposed overall Review work program and the timetable;
(i) any suggested enhancements to these TOR for greater benefits from the Review;

(iii many issues or strategic choices (beyond those to be addressed in the inaugural
GOAP officials’ workshop) needing early resolution by the Client in the overall
interests of the Review; and

(iv) an outline of the arrangements proposed for participation by the affected staff
and for the proposed open seminar/workshop(s) to be conducted at mid-Review;

(b) a draft Final Report, due at the end of three (3) months from the Review’s
commencement, which addresses the substantive requirements identified above and
which in particular details the proposed Institutional Development strategy; and

) a Final Report, which takes into account the comments of the Client on the draft Final
Report, due with the Client within one month of the receipt of such comments and in any
event no later than March 31, 1996.

The consultants should also arrange regular progress meetings with the GOAP’s Steering
Committee for this Review (see paragraph 26 below), at intervals of no more than three (3)
weeks. Progress to date, provisional ideas for change, problems encountered, and the program for
the next few weeks should be discussed at these meetings.

Following receipt of the Final Report on the review, the GOAP will determine the nature
and scope of the next phase (for example, on development and implementation of agreed re-
organizations), which may or may not require the further engagement of consultants.

The Review Team Composition

The review team to be provided by the consultant should across its membership offer a
sound combination of high-level professional expertise in the engineering, managerial and
financial dimensions of public roads programs, including the key fields of relevant network
planning, procurement, works management and maintenance operations. Between them, team
members' qualifications and backgrounds/experience should therefore ideally include:

Institutional reform and management in public and/or private sector contexts, with
experience in reform strategies involving important human resource development (HRD) and



staff rationalization/redeployment aspects and the introduction of modern business management
practices, systems and standards;

Road sector planning, engineering, works programming and management for the
enhancement, rehabilitation and maintenance of public sector road networks in developing
countries, including experience in the comparative economic and qualitative merits of using road
agencies' own workforce/plant/facilities/resources and the alternate use of private consultants,
contractors and project supervision/management services;

Economics of highways/roads-related activities and the application of computer-based
road investment and maintenance management models, preferably in a “developing country”
context;

Financing systems design and implementation as applicable to the dedicated financing of
public/semi-public infrastructure in a “developing country” context, and the related technical
accounting, financial management and audit methods/requirements;

Legal systems under parliamentary government such as in India, and the implications for
institutional changes/reforms in public sector services and finances; and

Study management and leadership in a “developing country” context and involving
sensitive public sector reform/change issues.

It is expected that the review team proposed by the consultant will comprise two or more
senior experts including the review team leader, all of whom will stay with the study for its
duration. The team is also expected to include a number of national experts having extensive
familiarity with India's socio-economic conditions, governmental and administrative frameworks,
and the relevant aspects of the cultures, structures and capacities of the Indian public and private
sectors, preferably as these relate to infrastructure matters.

Data And Assistance To Be Provided By The Client
The following will be provided to the consultant by the GOAP:

e access to all documentation and data on the present organizational arrangements and
structures in GOAP for the administration of State highways and roads, in terms of
planning, regulation, financing, auditing and physical operations, covering both the
RBD and those other GOAP departments and instrumentalities with a direct role in
these aspects;

o information on the activities, resources, systems and facilities of the RBD in relation
to all its responsibilities for State, District and Local roads;

o details of current GOAP statutes, powers, authorizations, delegations, policies and
arrangements for the approval, procurement and management of road works and
maintenance operations in AP; and

e current data on the overall AP budgets, expenditure and finance and of the State's
roads funding in that context.



Steering Committee

The GOAP will establish a Steering Committee, comprised of (i) senior officials of the
Transport, Finance and Planning portfolios of the GOAP Secretariat, (ii) nominated
representatives both of major stakeholders in the AP private sector, and (iii) donors active in the
AP infrastructure area. The Steering Committee, to be chaired by the GOAP Chief Secretary, will
guide the consultant's work and ensure that the Review is aiming at a future institutional
framework appropriate to agreed sector reforms in AP and compatible with the objectives of the
GOAP.

A secretary to the Steering Committee will also be appointed by the GOAP to (inter alia)
undertake the necessary liaison and coordination between the consultants/review team and the
Committee. The Steering Committee will meet as deemed necessary by the Chairman to give
effective guidance to the study and respond to each of the consultant's Reports, but in any event at
least once every three (3) weeks.

Contractual Arrangements
The consultant's contract will be with the GOAP, and will be based on a Contract

Agreement consistent with the current GOIl-endorsed Contract For Consultants' Services for
externally-assisted projects.



3. Study to Improve Management and Financing of Roads, Zambia
Background

Zambia has 3,119 km of international trunk roads (T-roads), 4,048 km of main roads (M-
roads), 23,882 km of district roads and 5,714 km of rural roads. Of this, about 2,979 km of T-
roads, 2,008 km of M-roads and 1,489 km of district roads are paved. About 20,783 km of roads
fall under the jurisdiction of the Roads Department (RD) and its provincial engineers, while the
remaining 15,980 km are under the jurisdiction of 9 Urban and 48 Rural District Councils (DCs).
There are also thought to be about 25,000 to 30,000 km of un-gazetted roads under the
jurisdiction of the Game Department and Village Councils.

National road policy is laid down in the Roads and Road Traffic Act (CAP 766) passed in
1969 and marginally amended in 1974. The Act lays down regulations governing construction
and maintenance of roads, and the responsibility for managing different types of road. The Act
defines five types of road: (i) T-roads and M-roads outside local authority areas; (ii) M-roads
inside local authority areas; (iii) district roads; (iv) rural roads; and (v) branch and estate roads.
The first type are managed by RD and financed from the central government budget. The second
type are managed by the concerned local authority and are also, according to the Act, supposed to
be financed from the central government budget (i.e., the local authority is supposed to manage
these roads on an agency basis). In the third case, the Minister appoints a highway authority to
manage the roads, while central government is again supposed to finance them (sometimes the
highway authority is RD; otherwise it is the concerned district council). The fourth type are
managed by the rural DCs and are supposed to be financed through a combination of RDC
revenues and central government grants. In the fifth case, the Minister again designates the
highway authority and the roads are supposed to be financed through a combination of rural DC
revenues (for Branch roads) and taxes imposed, at the discretion of the Minister, on adjoining
property owners.

CAP 766 was passed when all responsibilities for roads fell under a single ministry. This
has now changed and the Ministry of Communications and Transport (MC&T) is now
responsible for setting overall transport policy, the Ministry of Public Works and Supply (MWS)
is the designated highway authority for all T, M, and some D roads, while the Ministry of Local
Government & Housing (MLGH) is responsible for coordinating all work related to urban and
district council roads. However, although CAP 766 clearly sets out who is responsible for what, it
has not been customary during the past ten years for the government to provide any specific
finance to support maintenance of urban and rural DC roads, nor has the government exercised its
powers to require adjoining property owners to contribute to the upkeep of Branch and Estate
roads. The government has likewise not always ensured that an appropriate highway authority has
been designated to manage each and every section of road.

Recent allocations for maintenance have been well below the levels needed to maintain
the road network in a stable long-term condition. Spending on roads under the jurisdiction of RD
currently cover about 20 to 40 percent of requirements for T and M roads, and a mere 10 to 20
percent for district roads. As a result, over 80 percent of the paved road network is now in fair or
poor condition. The condition of DC roads is no better. Expenditures cover about 20 to 50 percent
of requirements and rural roads often become impassable during the rainy season. Routine
maintenance has virtually ceased, road rehabilitation has become a substitute for regular road
maintenance and low maintenance expenditures have seriously impaired the capacity of RD and
the various DCs to undertake serious road maintenance.



The government is mindful of these problems and has taken a number of important steps
to improve the situation. First, a Road Fund has been opened and a fuel levy of K15 per liter is
now being deposited into a Road Fund account. The money is deposited directly by the oil
company into this account. The Road Fund is also entitled to receive funds from: (i)
Parliamentary appropriations; (ii) donors; and (iii) other tariffs, taxes and tolls recommended by
the Board. Second, the government has established a National Roads Board to manage the Road
Fund (established through Statutory Instrument No. 42, 25 February, 1994). The Board has 12
members, 7 of whom represent and are nominated by the private sector. Board members have
been appointed and the inaugural meeting of the Board is due to take place in October, 1994.

The Issues

In spite of the above initiatives, four major issues still require attention. First, in spite of
the clear way in which CAP 766 lays down the responsibility for managing and financing
different parts of the road network, the status of urban roads (described as local authority roads) is
unclear, and its provisions, at least with regard to designating highway authorities have not been
rigorously applied. Responsibilities for managing different parts of the road network are
consequently unclear, more roads need to be gazetted, much of the network needs to be
reclassified and all roads need to be clearly assigned to an appropriate highway authority. The
status of Branch and Estate roads is even less clear.

Second, all road agencies are seriously short of qualified technical staff. RD now has
only a limited number of qualified Zambian engineers and 6 expatriates left in-post (most
engineering positions are vacant). Furthermore, of the 27 positions established for technicians,
only 4 are filled and one of these is filled by an expatriate. Even if funds were available, RD is in
no position to spend the money effectively. Similar problems affect rural district roads and they
are being studied under another component of the Transport Engineering and Technical
Assistance Project (TETAP) being financed by the World Bank and administered by the Feeder
Roads Section of MLGH.

Third, now that there is a National Roads Board and a Road Fund, there is an urgent
need to develop arrangements for: (i) setting the road tariff; (ii) managing the funds; (iii)
allocating funds between different road agencies (districts receiving funds on a matching grant
basis); (iv) disbursing funds to the different road agencies; and (v) auditing use of funds disbursed
from the Road Fund. Advice may also be needed on arrangements for collecting international
transit fees and a heavy vehicle license fee under contract.

Fourth, the above changes need to be set in the context of existing road legislation. The
government is already mindful of preparing a new road Act which might involve preparation of a
separate Road Act. This might be needed to provide a firm legislative basis for the kinds of
actions needed to deal with the first three issues above and also to consolidate other changes
recently made to CAP 766.

Ongoing Initiatives

An AfDB-financed Road Maintenance, Organization and Training Study has evaluated
about 13,500 km of roads under RD, and about 2,000 km of rural district roads in 9 rural DCs
(one rural DC selected in each of the 9 provinces). The final report was completed in January
1993. The study prepared a 10-year (and a more detailed 5-year) maintenance and rehabilitation
program for both RD and rural DC roads based on the results of an inventory and condition
survey. It has also recommended an appropriate management structure for RD and DC roads,



detailed personnel development plans (including training requirements) and an outline financing
plan. FINNIDA has also provided assistance to RD's provincial roads department in Lusaka
province. A maintenance management system has been established, which may be extended to
other provinces during a proposed second phase of the FINNIDA road program.

Objectives of Consulting Services

The proposed consulting services will be expected to examine the issues identified under
item 3 above with a view to: (i) reclassifying that part of the road network under the jurisdiction
of RD and DCs; (ii) providing advice on what needs to be done to restructure RD so that it has
the capacity to manage the main road network, plan road works, prepare contracts and administer
their implementation; (iii) recommending what needs to be done to ensure the FRS can operate on
a sustainable long-term basis; and (iv) recommending ways of strengthening financing of roads.
The consultants will also be expected to examine the existing legislative framework governing
management and financing of roads (CAP 766, plus amendments) with a view to recommending
an appropriate new framework for managing roads. In particular, they will be expected to advise
on the desirability of separating all matters pertaining to management and financing into a
separate Road Act, rather than (as at present) combining them with other matters relating to road
safety and the regulation of road traffic. The new institutional framework should also, to the
extent possible, be designed to be consistent with adjoining countries and provisions entered into
under regional agreements such as PTA and SATCC (particularly with regard to treatment of
international traffic).

Scope of Consulting Services

The proposed consulting services are expected to focus on: (i) administrative
reclassification of the road network; (ii) restructuring of RD and advising on what needs to be
done to put the FRS on a sustainable long-term basis; (iii) strengthening financing of roads; and
(iv) advising on the desirability of having a separate Road Act and preparing material to enable
MC&T to prepare a draft Cabinet Paper setting down the proposed new arrangements for
managing roads.

Reclassification of the Road Network

In recent years, some gazetted roads have reverted to bush, while new roads have been
added to the network without being gazetted, or having formal managerial responsibility clearly
assigned to an established highway authority. Traffic has grown on some rural DC roads which
now need to be upgraded to main roads, traffic has declined on other roads which should now be
downgraded to rural DC roads, and no one is quite sure which agency is meant to maintain (or
pay for maintenance of) T and M roads in local authority areas. Before examining options for
restructuring RD and putting the FRS on a sustainable basis, the existing road network therefore
needs to be measured and reclassified.

The consulting services under this heading will be expected to:

Q) Define a new administrative classification scheme for roads in consultation with MC&T,
MWS and MLGH In doing this, the consultants should consider classifying all T and M
roads (whether in local authority areas or not) as trunk roads (possibly with a sub-
classification to designate international transit routes), all roads in urban DC areas (other
than trunk roads) as urban local authority roads, and all other roads as rural DC roads.



(i)

(iii)

Estate roads could either become private or urban local authority roads, while Branch
roads could either become private or rural DC roads.

Review the road inventories for RD roads carried out under the recent EEC, AfDB and
other donor-financed road programs and recommend which gazetted roads should be
deleted from the list (because they no longer exist), which should be downgraded to DC
roads, which roads currently un-gazetted should be added to the list, and which DC roads
(being studied under technical assistance managed by the FRS) should be upgraded to
RD roads.

Classify these roads into the new categories defined in (i) above, making clear which
roads (other than newly designated trunk roads) are to be taken over from each of the
nine urban DCs, and which are to be handed over to or taken over from each of the 48
rural DCs.

Strengthening Management of Roads

(i)

(i)

(iii)

(iv)

The consulting services under this heading will be expected to:

Undertake a brief review of the capacity of RD and district councils to operate and
maintain their road networks. The review should cover staffing, equipment and other
resources available to each road agency (including crushing plants, etc.). Among other
things, the consultants should evaluate whether existing terms & conditions of
employment make it possible to recruit and retain competent, qualified staff. Also review
the newly established FRS and advise on whether it is likely to be sustainable once the
staff financed under the TETAP have to be replaced by local staff paid regular civil
service salaries.

Recommend what needs to be done to ensure the agencies responsible for managing the
road network have the capacity to do so effectively. Options might include: (a)
restructuring these road agencies within the existing civil service framework; (b)
establishing a new semi-autonomous Road Authority to manage the trunk road network
(as in Ghana); (c) establishing a separate organization to manage urban roads on behalf of
urban district councils (as per the Department of Urban Roads in Ghana); (d) establishing
a separate organization to assist with the management of rural district roads (similar to
the Department of Feeder Roads in Ghana); (e) advising on whether the latter two
organizations also needs to be operated on a semi-autonomous basis; or (f) whether all
roads should be managed by a single Road Authority (as in Sierra Leone) with the ability
to hand roads over selected roads to local authorities as, and when, they have developed
the capacity to manage them effectively.

Recommend functions for the above institutional structures, together with the number and
type of staff required to operate them. In this connection, the government's intention is to
do all new construction and periodic maintenance under contract, and also to do as much
routine maintenance as possible under contract. The new Road Authority(ies) should
therefore be primarily staffed to plan and manage the road network, and to hire and
supervise consultants and contractors to carry out any required civil works.

The recommendations should include the need for a management Board and, if so, its
functions, composition, remuneration of Board members, etc. Also recommend the
management structure (e.g., Chief Executive Officer and line managers), procedures for



(V)

(vi)

(vii)

appointing the CEO and, if thought necessary, the Deputy CEO and spell out the
relationship between the parent ministries (i.e., MWS, MC&T and the district councils),
the Board and the CEO. In this connection, the consultants should ensure that each road
agency has the minimum number of staff required to manage the road network
effectively.

Define the middle-management structure indicating the way in which it is proposed to
deal with international transit routes, trunk roads and district council roads. Such
arrangements should spell out the regional structure of the proposed organization(s) to
proMOTe de-centralization of responsibility to provincial areas. The proposals should
indicate the middle management structure, how it relates to the CEO and appropriate
terms & conditions of employment. Terms & conditions of employment should be
sufficiently attractive to ensure the agencies can attract and retain qualified Zambian
staff.

Propose suitable financial reporting and accounting arrangements for the restructured
road agencies. The proposals should include recommended formats for simple accounts,
perhaps including an Income Statement, partial Balance Sheet and Cash Flow Statement
(as in Sierra Leone). Also advise on the most appropriate way of reflecting shortfalls in
regular road maintenance and erosion of capital. In addition, propose arrangements for
establishing a performance budgeting system for planning, implementing and monitoring
road maintenance. Also propose an appropriate auditing system, including internal audit
and control procedures, together with independent external audit arrangements.

Recommend appropriate coordination and reporting arrangements for the above
organizational structure(s).

Strengthening Financing of Roads

A fuel levy is currently being paid into the special Road Fund account at the Central

Bank of Zambia. In due course, it is expected that international transit fees and a heavy vehicle
license fee will also be paid into the Fund. The consultants will be expected to outline detailed
arrangements for managing the Road Fund. The task of the consulting services under this heading
will therefore be to:

(i)

(i)

Review the current role and status of the National Roads Board and recommend how it
should evolve in future to ensure the Board can manage the Road Fund effectively.
Among other things, the consultants should recommend whether the Board should: (a)
eventually be merged with one or more of the other institutions proposed under item 5.3
of this terms of reference; (b) remain as presently constituted as an advisory board; (c)
evolve into a semi-autonomous agency; or (d) evolve into a fully autonomous Road Fund
board.

Review the existing structure of road user charges, including international transit fees and
the supplementary heavy vehicle license fees proposed by the RMI program. Recommend
the best ways of collecting these fees and depositing them into the Road Fund. Also
recommend an appropriate level for the various charges (international transit fees being
set under the PTA agreement) to ensure they generate sufficient revenues to maintain the
road network on a sustainable long-term basis



(iii)

(iv)

(V)

(vi)

Recommend procedures for revising road user charges to ensure the Board is able to raise
and lower charges to meet agreed revenue targets and also to maintain their real value.
Outline the sort of guidance that MOF might offer regarding the setting of the
recommended road user charges and also define areas where the Board should be able to
act on its own.

Recommend basic procedures for allocating funds to the different road agencies entitled
to draw from the Fund. In this regard, the consultants should consider at least two
options: (a) a system where preliminary allocations are made for trunk, urban and rural
roads, followed by a secondary allocation to the individual urban and rural district
councils (as is done in Tanzania); and (b) a system where allocations are based on a
simple formula which can be improved over time (as in South Africa).

Recommend procedures for disbursing funds from the Road Fund. In particular, examine
ways in which the Fund can use its disbursement arrangements to strengthen financial
discipline at the district level. Should use of funds be audited during implementation, at
least on large projects (as in Mozambique), or should the quality of work be audited ex
post (as is done with most other Road Funds)? Advise on ways in which the results of
such audits should be reflected in subsequent budget allocations (to ensure that road
agencies wasting the funds are suitably penalized).

Recommend appropriate arrangements for auditing the Road Fund. Also propose the
nature of the regular reports to be published for submission to concerned government
agencies (e.g., MOF, MWS, MC&T, MLGH and urban district councils) and the public,
together with an indication of the scope of such reports.

Preparation of a Proposed Road Act

The final task will be to advise on what needs to be done to translate the

recommendations made in sections 5.2 to 5.4 into action on the ground. The consultants will be
expected to cover the following ground:

(i)

(i)

(iii)

(iv)

Provide a summary of where the government stands in amending CAP 766, and advise on
the desirability of consolidating these amendments into one Act or into separate Acts
dealing with Roads, Road Safety and Transport Regulation.

Provide a summary of all the actions which need to be taken emerging from the above
studies and assign responsibilities to each of the concerned ministries and institutions.

Provide an analysis of which actions can be implemented under existing legislation and
which require new or amended legislation.

Provide a time-bound action plan outlining what is required to translate the recommended
actions into action on the ground.

Timing and Implementation Schedule

It is expected that the above consulting services would be provided over a period of about

9 months. During the first six months, the consultants would carry out an administrative re-
classification of T and M roads, define the proposed new arrangements for operating and
maintaining the road network and develop appropriate procedures to strengthen financing of



roads. These proposals would then be discussed at a national policy seminar. Following
discussion at the seminar, together with further consultation with key ministries (MC&T, MWS
and MLGH), the consultants should prepare material to enable MC&T to prepare a draft Cabinet
Paper.

Reporting Arrangements

The consultants shall indicate in their technical proposal the reports that will be submitted
to MC&T during the course of the assignment. The contents, frequency and number of copies of
such reports will be discussed during contract negotiations and agreed between the consultants
and MC&T and recorded in the minutes of negotiations.

In addition to the preparation and submission of reports, documentation, schedules, etc.,
specific to each task, the consultants shall submit to MC&T within five days of the end of each
month, a composite report on the performance and achievements in respect of each task during
the previous month. Such reports shall be preceded by an Executive Summary. Two copies of the
monthly Executive Summary shall also be submitted by consultants directly to the IDA Office,
Att. Ms. I. Jensen, Africa Region, World Bank, 1818 h Street, NW, Washington, DC 20433,
USA, and also to the Project Coordinator.

All communications, reports, documents and instructions for staff in MC&T prepared by
the consultants shall be in English.

Services to be provided by the Government

MC&T would furnish copies of the relevant legislation governing construction, operation
and management of roads and would arrange for consultations with other government ministries
(e.g., Ministry of Legal Affairs on interpretation of the legislation) as, and when, needed. The
government would not provide any office space, vehicles, or any other support services to the
consultants.

MC&T would also make available to the consultants the services of one or two
counterpart staff on a part-time basis to assist the consultants with their work and strengthen the
capacity of the ministry. All fieldwork outside Lusaka should be planned to involve counterpart
staff. In addition, the Director of Planning would also be available to assist the consultants on an
ad hoc basis.

Equipment and Allowances to be provided by Consultants

Since MC&T is seriously short of office equipment to support the work of the
consultants, the consultants should include in their proposal the supply of the following office
equipment: (i) three computers (486s); (ii) one laser printer; (iii) one photocopier; and one fax
machine. This equipment would become the property of the government at the end of the
contract. The consultants should also make provision in the proposal for the payment of field
allowances to staff from MC&T who may be assigned to accompany the consultants on field trips
outside Lusaka. A sum of $6,000 should be included for this purpose.

Staff Requirements

It is expected that the above activities would require about 35 man-months of consulting
services, including the services of a Project Manager to manage the program and liaise with



interested parties. The consultants are encouraged to employ, or associate with local Zambian
consultants and will be expected in their proposal to state how many Zambians they propose to
use on their team. The bulk of the consultants will probably be economists, management and

financial specialists, and personnel specialists.



IV. REVIEWING TERMS AND CONDITIONS OF EMPLOYMENT

Terms and Conditions of Employment for Road Agency Staff, Tanzania

Introduction

The objectives of the study are to: (i) establish a reasonable bench-mark for the terms and

conditions of employment which DRA needs to offer to ensure they can recruit and retain qualified
professional and technical staff; (ii) examine to what extent the present civil service reform program
is likely to give DRA freedom to offer competitive terms and conditions of employment; (iii) what
other options are available within the current civil service framework to enable DRA to offer such
terms; and (iv) if neither of the above options proves feasible, what needs to be done to ensure DRA
can eventually offer competitive terms and conditions of employment.

Scope of the Study

(i)

(iii)

(iv)

v)

(vi)

The proposed study is expected to cover the following ground:

Review the terms and conditions of employment offered by the national road agencies in
Botswana, Ghana, Malawi, Sierra Leone, South Africa and Zimbabwe for professional and
technical staff. This should include salary, field allowances, overtime, medical benefits,
housing and car allowances, and any other fringe benefits offered as part of the salary
package.

Compare the above terms and conditions with those offered for comparable positions in the
private sector in these countries and decide whether the terms offered by the national road
agencies are reasonably competitive.

Based on the above analysis, recommend a remuneration package for professional and
technical staff in Tanzania, including an explicit comparison of salaries offered for
comparable staff in the private sector, which would be reasonably competitive in regional
terms (bearing in mind that other countries in the region will be bidding for the same staff).

Review the current civil service reform program currently being implemented in Tanzania
and examine to what extent this program is likely to improve terms and conditions of
employment for professional and technical staff. Compare the likely remuneration package
to emerge from this process with that identified under (iii) and comment on whether or not
it is likely to be competitive on a regional basis.

Explore all possible options within the existing civil service framework to supplement the
remuneration of professional and technical staff, including provision of responsibility and
field allowances, luncheon allowances, housing allowances, free cars, etc. Compare the total
amount likely to emerge from such an exercise with the remuneration package identified
under (iii) and comment on whether or not it is likely to be competitive on a regional basis.

If strategies (iv) and (v) do not result in competitive remuneration packages, explore all
other options available for improving terms and conditions of employment, including that of
granting DRA more autonomous status. Also recommend how the granting of such status
can be reconciled with the need to ensure staff are remunerated in accordance with their
responsibility and productivity, but are not over-paid.



(vii)  Summarize the above findings in a short report for consideration by the National Steering
Committee and, subject to their concurrence, for consideration by the Central Road Board.

Study Team

It is proposed that the above study should be carried out by a Tanzanian consultant working
under the direction of an MOW Steering Committee consisting of the Principal Secretary, MOW,
the RMI Coordinator, DRA, DAP and representatives from the Ministry of Finance and the Civil
Service Department. It is proposed that the MOW Steering Committee should accompany the
consultant on the field visits to Southern and Eastern African countries. Since a government team
has already visited Sierra Leone and Ghana, the Director Generals or their alternates, should be
invited (under URT/90/010) to visit Tanzania for 3 weeks to present their employment conditions
and to work with the MOW Steering Committee and the local Tanzania consultant advising them.

The MOW Steering Committee should also participate in the formulation of the subsequent
recommendations. The visit to Zimbabwe would be arranged in collaboration with the RMI
coordinator who would arrange meetings with representatives from both the Roads Departments and
the local consulting industry.

Timing and Costs

The above study should be completed by the end of December 1993. It is expected that the
study would be done by one or more local consultants and would cost about $50,000. IDA funds for
IRP | may be used for the consultant contract and the visits to Southern and Eastern African
countries.



V. TECHNICAL AUDITS OF ROAD AGENCY PROGRAMS

1. Financial and Technical Audit of Routine and Scheduled Road
Maintenance Programs, (Madagascar)

Context Of The Intervention

In 1994 and 1995—and currently in 1996—within the framework of the Road
Maintenance Program, the Ministry of Public Works of the Republic of Madagascar
implemented—or will implement a series of routine or scheduled road maintenance and road
rehabilitation programs.

With the establishment of the TUPP Fund, a part of which being allocated to routine
maintenance, significant amounts of resources from the country budget are made available to the
MOPW on a permanent basis with the view to ensuring optimal and total use of these funds for
the purpose of routine road maintenance.

It is also established that the quality of routine maintenance does affect the frequency of
the scheduled maintenance and rehabilitation works, both being heavily financed by various
donors aids, that have become more and more difficult to obtain.

It is within such context that the MOPW has decided to conduct an external audit of its
maintenance activities for the following fiscal years:

Q) FY94: Program, implemented activities, financial performance
(i) FY95: Program, implemented activities, financial performance

(iii) FY96: Program, implemented activities, financial performance (at the date of the
audit). The purpose of the audit is to assess the economic, technical,
administrative and financial effectiveness of the actions taken against the
identified needs of the network—to obtain data on how these activities evolved
over the three years—and for FY94 and FY95, to collect data on the
implementation rates in relation to the planned calendar of implementation.

The audit will improve and validate the current approach adopted by the MOPW on
routine maintenance. It will mainly focus on their performance within the Economic Policy
Framework Paper (DCPE), in particular in the areas of programming, and financial,
administrative and technical implementation. In the event that these current approach is proven
ineffective or “non-aligned” with the DCPE, new approach and methodologies will be
recommended to implement routine maintenance which will lead to a sectoral policy in line with
the DCPE.

Program Audit

The consultant will analyze the content of the programs of activities that have been
selected for FY 94-95-96, with special focus on:



Q) the network covered in relation to the existing overall national network.
Comparisons will be made at regional and district levels, and by administrative,
technical and traffic categories;

(i) the projected costs per km of maintenance for budget purposes and comparisons
by traffic category.

The data will also take into account the types of maintenance: routine maintenance,
scheduled maintenance or rehabilitation.

Comparisons of the data of these three programs will be on:
Q) the amount of works planned
(i) their location
(i) their projected costs per km
Works Audit
FY94 and FY95
3.1.1 Comparisons—Implemented Activities vs. Planned Activities.

The consultant will compare activities that have been implemented against planned
activities—numbers and costs—in the following three categories:

Q) Routine maintenance works

(i) Rehabilitation works

(i) Scheduled maintenance works
and, within these categories, the consultant will compare the works that have been contracted out
to private firms and those by force account. He will look for and analyze the reasons why/for of
such differentials.

3.1.2. Qualitative Observations

Where maintenance works are concerned, it is practically impossible to assess their
quality a year after they have been completed, given the fact that works have to be performed
every year. Nevertheless data will be collected on samples of works to ensure whether some
tasks have been executed on a timely basis or whether there is a need to review their frequencies.

As regards major scheduled maintenance or rehabilitation works, data on the quality of

design and implementation will be collected and observations made for works completed in
specific locations selected as a result of a survey.



FY96
3.2.1 Soundness of the Planned Works

To establish the soundness of routine maintenance works that have been planned For
FY96, the consultant will conduct a survey under the program.

3.2.2. Implementation

The consultant will sample works completed by private firms and by force account, and
based on the results obtained, he will give his personal opinion as to the quality of their
implementation. He will also comment on the implementation time frame for the two modes of
implementation (Private sector—force account)

Administrative Implementation
Works Performed by The Private Sector

The consultant will establish a comprehensive list of each and every work contract with
privates firms for FY94-95 and a partial list of the same for FY96. This list will be compiled
into a database accessible from Microsoft Access; the structure of the data will enable to sort and
classify all the information collected with the view to acquiring and strengthening the knowledge
on how to open such markets to the private sector—and will also provide information on the
supplier, the amount—and the works location.

(i) district

(i) type of maintenance (routine, scheduled, rehabilitation)
(iii) road

Types of Contracts with Private Enterprises

The consultant will gather data on the various types of routine road maintenance
contracts with private enterprises and comment on the soundness of the works proposed.

He will design a chart detailing the different phases from preliminary consultations with
the suppliers to the notification of the contract award, and based on examples collected from the
survey, he will indicate the date of completion for each of the phases.

The consultant will also analyze possible direct contracting of works in three selected
regions.

For these three regions, the consultant will provide a list of all the contracts for which
works have not been completed, with the reasons that lead to their failure.

For each type of routine road maintenance contract, consultation procedures will be
explained and comments given.



Works Supervision

The consultant will report on the supervision arrangements and implementation of works
that have been successfully completed for each type of works (routine, scheduled or rehabilitation
works) and for each mode of implementation (private sector—force account). He will also give
his personal opinion on their organization.

Contracts Liquidation Modalities
4.4.1. Final costs

A survey of the different types of contracts will be conducted and for each of these, the
consultant will review the compliance of the final costs (amounts and quantities) with the initial
costs, and provide comments where the difference between final and initial costs are noticeably
significant (those that have necessitated additional agreements and those that have not)
4.4.2. Payment Periods

The consultant will conduct a survey on the different types of contracts and will:

Q) report on the suppliers invoicing

(i) design a chart of the various stages of the liquidation and payment process

(i) record the dates of these different stages with the view to highlighting the whole
payment period for each of the invoices.

Financial Audit
Objective of the Accounts Audit

The audit will be executed in accordance with the International Accounting Standards
(IAS) as established by the International Federation of Chartered Accountants (IFCA) and will
include all the tests and supervisions deemed necessary by the auditor. In drafting his report, the
auditor will make specific references to help assess whether:

Q) The credit funds and associated co-financing have been used in accordance with
the terms of agreement, with special emphasis on cost-effectiveness, and in
accordance with their sole and only intended purposes;

(i) The supplies and services have been delivered in accordance with the relevant
Financing Agreements;

(i) The vouchers and journal announcements have been kept by the (Regional Units
Assistance Office?) Direction pour I’Appui aux Unités Régionales (DAUR) for
each and every disbursement of funds, including disbursement of funds from the
Special Accounts;

(iv) The Special Accounts have been kept and maintained in accordance with the
provisions of the Financing Agreements;



(v)

(vi)

(vii)

The audited financial reports, including those of the Special Accounts, have been
prepared in accordance with the International Accounting Standards, and truly
reflect the actual financial situation of the Credit fund on 31 December at the end
of each fiscal year, with actual resources and expenses incurred for the said fiscal
year;

The private firms have fulfilled their financial and operational objectives in
accordance with the terms of their contracts;

The other conditions of the Financing Agreement have been fulfilled, namely the
payment of suppliers invoices within the prescribed payment period, the level of
routine road maintenance expenses expected during the said fiscal year, etc.

Objective of the Statement of Expenditures Audit

In addition to the Credit analysis report, an audit will be conducted every six months for
each Statement of Expenditures, with details on the disbursement of the funds.

The Statement of Expenditures audits will be subject to the same conditions than the
annual audit and will include all the tests and supervisions deemed necessary par the auditor. The
Statement of Expenditures Audit should enable the auditor to assess whether:

Q) The Statement of Expenditures have been audited in accordance with the
provisions of the Financing Agreement;

(i) All  funds have been spent for the exclusive purpose of implementing the
objectives of the project, with special attention to cost-effectiveness;

@iii)  All information and explanations necessary to conduct the audit have been
obtained;

(iv) The Statement of Expenditures is a reliable source of information on the
disbursements made, and on the procedures and internal supervisions used for the
audited period.

Reports

In addition to the analysis report, the auditor will submit a “sets of recommendations”
which will include:

(i)

(i)

(iii)
(iv)

his comments and observations of the accounting systems and procedures of
internal supervision that have been reviewed during the audit;

the main weaknesses identified during the audit, and the steps recommended to
remedy these shortcomings;

any element identified that would influence future audits;

any other factors deemed relevant by the auditor. (i.e., exchange or imports
procedures, etc.)



Audit Organization
Information and Documents

The consultant will collect information and will consult all the necessary documents from
the Ministry of Public Works and Land Development in Antananarivo: DRESS, DAUR, DPDS,
including the regional bureaus. The Secretariat-General of the Ministry will give its support in
supplying promptly all the information needed to ensure the successful conduct of the audit.

Duration

Together with the methodology recommended, the consultant will provide the calendar
for experts interventions, including the number of experts needed, their qualifications and the
duration of their assignments. In doing so, the consultant will take into account the deadline for
submission of the Audit reports, i.e., 5 months from the date of the notice to proceed with the
services.

When drafting the terms of reference, the consultant will define precisely the scope of the
intervention/assignment and will indicate the number of suppliers selected for the surveys, the
supervision activities, the works sites, etc.

Qualifications

The Task Manager of the financial and technical audit will have demonstrated extensive
experience in designing intervention programs planned under the sectoral adjustment policies.
The consultant office will seek the assistance of a reputable chartered accountants office for all
activities of a strictly financial nature.



2.

Technical Audit of Capital Maintenance Schemes, UK Highways

Agency

Background

11

1.2

14

15

The Highways Agency’s (HA’s) current policies and procedures for the assessment of
the condition of pavements are described in the Design Manual for Roads and Bridges
(DMRB) Volume 7 and the Trunk Road Maintenance Manual (TRMM) Volume 1.

The HA has a programme, started in 1988, to rehabilitate all of its structures to
current standards; details are set out in the TRMM Volume | Chapter 4.2.
Inspection of structures is carried out mainly by means of general inspections
(Gls) at two year intervals, but replaced by a detailed Principal Inspection (P1)
every sixth year. Where a P1 or a Gl identify a particular problem further
investigation can be carried out through a Special Inspection (Sl). Detailed
requirements are set out in DMRB Volume 3 (BD63 and BAG63). The
requirements for assessment for current Construction and Use 38 tonne and 40
tonne (EU) vehicles are given in DMRB Volume 3. The nature and extent of
maintenance or upgrading works to he carried out on a structure will be based on
inspection and testing results. Where strengthening is required. this will be
based on the assessment results together with a review of inspection and testing
data. The MA must fully consider the external constraints affecting the structure,
including its location, function and condition, technical and geometric
considerations, and environmental, third party, political, contractual, financial
and publicity issues. The technical requirements for inspection, assessment,
maintenance and repairs are given in DMRB Volume 3. Particular attention is
drawn to the need to secure technical approval for all works affecting structural
integrity, or likely to impinge on public safety. The procedures are laid down in
DMRB Volume I (BD2).

Pavement and structures maintenance schemes are prepared by the Maintenance Agent
(MA taking into account the results of the condition surveys, investigations and testing.
Inspections, assessments and a range of other relevant factors. These schemes are
submitted to the 1-1A for approval and funding through the computerised Integrated
Highway Maintenance System Module | (IHMS 1) and the National Structures Database
(NATS).

Most schemes, particularly bridge maintenance ones are developed by MASs in
consultation and liaison with Highways Agency Regional Offices. This requires
considerable interaction between the organisations.

Structures maintenance schemes are classified as ‘Major’ when costing £200k or greater
and ‘Non-Major’ when costing less than £200k. Road renewal schemes estimated to cost
greater than £1m are called “major” schemes while those between £0.Im and £1m are
“intermediate” schemes. Road renewal schemes less than £0.Im each are included in the



Scope

2.1

2.2

2.3

summary bid on IHMS I. The procedures to be followed by the MA in preparing and
submitting highways maintenance schemes are set out in the TRMM Volume 1 and the
technical information on pavement design and maintenance is in DMRB Volume 7. A
checklist for screening structural maintenance scheme bids is also provided in Annex
2.7.8 of the TRMM Volume 1.

The Contractor shall:

(@) Examine all the work, including engineering work, done in preparing pavement
maintenance schemes, and in particular the way deflectograph surveys, other
machine surveys, visual condition surveys, cores and trial pit information were
used in deciding upon the timing and the choice of treatments, along with
adherence to procedures required by the HAs Standards and Advice notes.

(b) Examine the engineering work done in preparing structures maintenance schemes
including adherence to procedures required by the HAs Standards, Advice Notes
and the TRMM.

The Contractor shall review work carried Out Ofl sites by the MAs to ensure that
arrangements are in place to deliver the requirements of the contracts.

The Contractor shall examine the extent to which the MAs gave sympathetic and
practical consideration to the individual characteristics of each highway, its locality and
environment. “Buildability”, “rnaintainability” and operational planning are of major
importance.

Method

3.1

3.2

For each MA the Contractor shall prepare a proposed audit package for the agreement of
the Designated Officer by selecting for audit a sample of capital maintenance schemes
within the MA’s Area. Where possible. the schemes selected shall represent the
classification of schemes outlined in paragraph 1.5 of this Appendix 2 and shall include
works relating predominantly to pavements, structures electrical installations and also
combinations of these (hybrids). Each agreed audit package shall he subject to the
procedure for approval of Tasks set out in Annex A to Conditions of Contract “Pricing
and Payment Conditions.

Tue Contractor shall, in auditing scheme planning, design, preparation and management:

@ Determine what information was assembled to assist proper preparation of the
maintenance schemes.

(b) Determine how the information was used to establish the nature and level of
deterioration, the appropriateness of the options considered for remedial measures



and the evaluation of the case supporting the preferred option submitted to the
HA.

(©) Consider whether the methods used by the MAs were in accordance with the
methods set out in the HAs Standards and Advice Notes.

(d) Consider whether the treatment proposals were in accordance with the
appropriate design method and took account of up to date good industry practice.

)] Consider whether or not the most appropriate form of contract was utilised. If the
lane rental form of contract was adopted, consider whether the bonus/charge was
at the correct value.

()] Consider the effectiveness of the MA in applying the techniques in the HAs
Value for Money Manual.

(9) Prepare a report on each individual scheme.

3.3 The Contractor, in auditing works contracts and their control, shall examine at least one of
each category of scheme for both structures and pavements in a current works year
programme i.e. in the categories:

- major road renewal

- intermediate road renewal
- summary road renewal

- major structures

- non-major structures

- electrical.

The Contractor shall ascertain whether:
(a) The MA has ensured all appropriate organisations (i.e. the police, local authority etc.) have
been consulted at works planning stages and that their requirements have been given due

consideration.

(b) Works have been planned and programmed to minimise impact and delay on the network
through co-ordination of works and other events.

(c) HA requirements for subcontracts such as free vehicle recovery have been put in place to the
strict requirements of the specification.

(d) Works are managed to meet the best interests of the road user and the public including
suitable arrangements for providing information and dealing with enquiries.

(e) The MA is exercising full and proper control over the contract in accordance with his
delegated authority under his Agency Agreement.



(f Works records and returns are provided promptly and accurately to the HA
including immediate return in the event of incidents which are to be the subject
of such returns.

(9) Information Systems (such as the HAs IHMS) are fully utilised for recording
works data and financial information.

3.3 It is not envisaged that special access arrangements will he required by the Contractor for
any work at the sites of Structures.

Availability of Data

4.1 Most of the data required for the technical audits, including condition, traffic, existing
construction, detailed and visual survey data, inspection and assessment reports and test
information, plus considerations and decisions leading up to the submission of
maintenance proposals are held by the MAs. Some data may be available in the IHMS
and NATS databases.



3.

Technical Audits of Routine and Winter Maintenance, UK Highway

Agency

Background

11

Scope

2.1

Tile Highways Agency’s (HASs) current policy and requirements for routine highways,
structures and winter maintenance are set out in the HAs Trunk Road Maintenance
Manual (TRMM) Volume 2 .Routine and Winter Maintenance Code. Requirements for
routine maintenance of highways are Set Out in part 1, for routine maintenance of
highway structures in part 2 and for winter maintenance in part 3. The HA requires its
Maintenance Agents (MASs) to manage the routine maintenance activity and operate the
HAs Routine Maintenance Management System (RMMS). Through this requirement the
MA will instruct the Term Maintenance Contractors (TMCSs) to carry out necessary
activities ~n the network through the issuing of works orders.

The Contractor shall examine the work carried out by the MAs to ascertain whether the
MAs:

@ have met, are meeting and are likely to continue to meet the Secretary of States
requirements to maintain the trunk road network in a safe condition;

(b) have met. are meeting and are likely to continue to meet other statutory
requirements of the Secretary of State such as, but not limited to. those delegated
under the New Roads and Street Works Act 1991, the Environmental Protection
Act 1990. the Weeds Act 1950 and the Pests Act 1954;

(© have provided. are providing and are likely to continue to provide the required
level of service to the road user as set out in the Road Users Charter; and

(d) have satisfactory and effective arrangements for liaising with other highway
authorities including other agents of the I-IA. DBFO Companies and local
highway authorities.

Method

3.1

3.2

For each MA the Contractor shall prepare a proposed audit package for the agreement of
the Designated Officer. The audit package shall include proposals for a representative
sample of the roads within the MA’s Area, totalling approximately 100km in length (the
‘designated length of road”), which shall be used for the purpose of carrying out Safety
Inspections. The audit package shall contain proposals for review of a representative
sample of all the works and operations required to be carried out ill accordance with the
TRMM Volume 2 or other requirements referred to therein. Each agreed audit package
shall be subject to the procedure for approval of Tasks set out in Annex A to Conditions
of Contract “Pricing and Payment Conditions.

The Contractor shall review all the arrangements, and their effectiveness, put in place by

the MAs and TMCs including, but not limited to:

(&) Management reporting arrangements;



(b)  Location, range, timeliness and quality of inspections carried Out under the
requirements of the TRMM (including General and Principal Inspections carried out
under the MA’s agreed structures inspection programme and preparation and
execution of Routine Maintenance Schedules);

(c)  Frequency and quality of safety patrols;

(d) Dealing with emergencies and incidents and the adequacy of responses;

(e)  Timely and effective placement of works orders and their execution;

() Responsiveness and effectiveness in dealing with defects (especially category I):

() Compliance with health & safety requirements during planning, preparation
and operations;

(h)  Controls to ensure value for money;

(i)  Adequacy and effectiveness of equipment. resources and general arrangements for
managing winter maintenance:

(j) Operational requirements for winter maintenance including: road weather
information, treatment of surface types and communication arrangements;

(k)  Liaison with other parties including other highway authorities to ensure effective
coordination between highway authorities and agents:

()  Compliance with Health & Safety requirements in the Agency’s own maintenance
compounds; and

(m) Having due regard for the safety of the travelling public during all maintenance
activities.

(n)  The effectiveness of the MA in applying the techniques in the HA’s Value for
Money Manual.

(o) Operational arrangements for landscape maintenance (grassed areas, hedges and
trees under Routine Maintenance and planted plots under Horticultural

Maintenance).

Main Duties

4.1

4.2

The Contractor shall examine samples of each MAs inspection reports/records and
schedules on routine maintenance of highways and highway structures on the designated
length of road. One copy of each report/record/schedule examined shall he retained by
the Contractor for future reference.

The Contractor shall carry out a Safety Inspection (in accordance with the TRMM
Volume 2) on the designated length of road using appropriate data capture devices (and
photography, where necessary) to identify and record any defects. If the Contractor
identifies any Category 1 defects he shall notify the MA within 24 hours. The Contractor



4.3

4.4

4.5

4.6

shall compare the findings of the Safety Inspection with those of the most recent Safety
Inspection carried out by the MA. Exceptionally, if the Contractor considers that a repeat
Safety Inspection on the same length of road is required to monitor the MA’s treatment
of Category | defects he shall seek the prior approval of the Designated Officer. Such a
repeat Safety Inspection shall be treated as a separate Task.

The Contractor shall carry out. a Detailed Inspection (in accordance with the TRMM
Volume 2) on a selected length of the designated length of road. The selected length
shall be identified by the Contractor and agreed with the Designated Officer and is likely
to he up to approximately 5 km, made up of short lengths of different classes of road
within the MA’s Area. The Detailed Inspection shall cover those activities required by
the TRMM Volume 2 to be inspected with a frequency of 1 year or less. The Contractor
shall compare the findings of his Detailed Inspection with those of the most recent
Detailed Inspections carried out by the MA.

The Contractor shall early out General Inspections of selected, representative structures.
produce inspection reports using form RE 11/94 and compare the findings with those of
the most recent General Inspections carried out by the MA. The selected, representative
structures shall he agreed with the Designated Officer and are lilkelv to be 5 or 6 in
number. The Contractor shall verify whether Routine Maintenance Schedules have been
properly prepared for the selected structures and whether scheduled routine works have
been carried out. The Contractor shall examine the MAs Structures Inspection
Programme (as agreed with the HAs Area Manager) and verify:

- whether General and Principal Inspections are being undertaken on time and

reporting standards are acceptable;

- as far as possible. whether field data has been interpreted correctly;
- whether the MA is using the relevant Codes, Standards and Advice Notes.

Overall, for structures, the emphasis of the audit work shall be on office based
verification but with an element of site work included. It is not envisaged that special
access arrangements will be required by the Contractor to undertake site inspections.
Where applicable, the Contractor shall examine each MA’s arrangements for litter
clearance from motorways. The Contractor shall carry Out an inspection of a sample of
motorways included in the designated length of road. The Contractor shall ascertain
whether the MA is complying with the requirements of the Environmental Protection Act
1990: Code of Practice on Litter and Refuse.

The Contractor shall carry out an inventory survey (site entries only) in accordance with
the requirements of the RMMS through the use of a data capture device. The inventory
survey shall be carried out over a selected length of the network within the designated
length of road. The selected length shall be identified by the Contractor and agreed with
the Designated Officer-and is likely to be up to approximately 5km. made up of short
lengths of different classes of road within the MA’s Area. The selected length is also
likely, for convenience, to he the same as the selected length for Detailed Inspection (see
paragraph 4.3 above). The Contractor shall compare his inventory survey with the
inventory held by the MA and shall produce a concise schedule to identify any cases
where the existing inventory is inaccurate or not up to date.



4.7 The Contractor shall examine each MA’s arrangements and organisation for winter
maintenance including liaison with the TMC and procedures for directing responses and
operations. The Contractor shall report on and quantify any areas where the
arrangements, resources, labour, plant. equipment and materials provided by the MA
and/or TMC are not likely to meet the requirements for winter maintenance contained in
Volume 2 of the TRMM.

4.8 The Contractor shall carry out an inventory survey of mains electrical power consuming
items on a representative sample of the designated length of road. The Contractor shall
examine each MAs records and report any items that do not have a current record of an
electrical Detailed Inspection. Detailed Inspections are required br electrical supplies to
communications installations [ref TRMM Volume 2 Ch 1 .8.2 hg)], road traffic signs
electrical installations [ref TRMM Volume 2 Ch 1.17 and DMRB Volume 8 TD25],
road traffic signals electrical safety [ref TRMM Volume 2 Ch 1.18.2 and DMRB
VVolume 8 TD24], and road lighting equipment electrical integrity [ref TRMM Volume
2 Ch 1.19.2 d) and DMRB Volume 8 TD23].

4.9 Based on the findings of the work carried out under paragraphs 4.1 to 4.8 above, the
Contractor shall assess and report the extent to which each MA’s and TMCs operational
arrangements comply with the HAs requirements for routine and winter maintenance of
roads and structures as set out in Volume 2 of the TRMM.

410 In carrying out safety inspections, inventory surveys and other site duties, the Contractor
shall co-ordinate his activities with the MA’s and TMCs maintenance programmes and
planned lane or carriageway closures where such audit activities require lane closures or
other traffic management measures in order that they may be carried out in a safe
manner. In cases where traffic management measures are required solely for carrying
out the audits, the Contractor shall make arrangements for the same directly with the
MA unless otherwise instructed by the Designated Officer. The Contractor shall co—
ordinate and carry out all audit work on the highway such that disruption to the
travelling public is kept to an absolute minimum.



4. Audit of Management Procedures Used By Maintaining Agents, UK
Highway Agency

Background

1.1 The Highways Agency (HA) is committed to providing a customer focused service and in

Scope

2.1

support of this commitment a crucial part of the functions of the Maintenance Agents (M
As) is to ensure that the management of the trunk road network and dealings with the
public are carried out in a manner which is consistent with the Strategic Aim and Key
Objectives of the HA (see Appendix 6). Moreover, the MAs are expected to ensure, as far
as the terms of their appointment require, that the Term Maintenance Contractors (TMCs)
also operate in the manner required by the HA.

The Contractor shall review the work carried out by the MAs under the terms of their
Agency Agreements to ascertain whether the requirements of the HA are being met. In
particular the Contractor shall ascertain the effectiveness of the MAs in:

@ carrying out their duties in accordance with the requirements of the HA to ensure
an appropriately high level of client and customer service:

(h) meeting the HA’s requirements to provide a customer focused service to road
users. other statutory bodies and the public where affected by the trunk road
network:

(© providing all the service requirements set out in the Road Users Charter; and

(d) ensuring that the operation and management of the trunk road network is

properly coordinated. This shall include, but not necessarily he limited to.
efficient programming of the works with other highway authorities, agents and
utilities, good working arrangements with the police and other emergency
services and effective measures for accommodating non-motorised road users.

Method

3.1

3.2

For each MA the Contractor shall prepare a proposed audit package for the agreement of
the Designated Officer. The audit package shall contain proposals for review of a
representative sample of all the arrangements set up by the MA to meet the requirements
of the MA’s Agency Agreement and the Strategic Aim and Key Obijectives of the HA
and for seeking evidence on the effectiveness of those arrangements. Each agreed audit
package shall be subject to the procedure for approval of Tasks set out in Annex A to
Conditions of Contract ‘Pricing and Payment Conditions’. The Contractor shall submit to
the Designated Officer for approval propo~1ls as to how he will obtain the necessary
evidence on the effectiveness of the MAs arrangements ensuring that he is fair and
objective and that in securing it all parties involved will be dealt with sensitively and in
confidence.

The Contractor shall review all the arrangements, and their effectiveness, put in place by



3.4

the MAs and TMCs including, but not limited to:

(@)

(b)

(©)

(d)

(€)
(1)

9)
(h)

(i)

Dealing with correspondence from the public and other customer interests. In this
respect the Contractor shall assess the accuracy, sensitivity, timeliness and overall
efficiency of the MA in dealing with incoming mail and the responses.

The effectiveness of the MA in monitoring the network and his control over
matters relating to the provision of the required level of service;

The measures put in place b~ the MA to ensure that the HAs records management
requirements are being met. Records shall include, but not be limited to, timely
submission of all inventory, inspection, bid, performance, outturn and feedback
reports called for from the full range of duties tinder the Agency Agreement:

The measures to provide, and the necessary arrangements to continue to provide,
the internal management information required by the HA in relation to customer
service requirements:

The measures in place to deal with functions delegated under the new Agency
Agreement in relation to highway management matters;

The procedures and skills in place to process third party claims to ensure a good
level of service to the claimant, but whilst dealing with the claim in an objective
and thorough manner:

The handling and coordination of enquiries and applications from the haulage
industry in respect of the movement of abnormal indivisible loads (AlLS);
Meeting the requirements of The New Roads and Street Works Act
(NRSWA) 1 99 1 and complying with the delegated functions set out in
the Agency Agreement:

The effectiveness of the MA in applying the techniques in the HAs Value for
Money Manual.

In reviewing the work of the MAs the Contractor shall:

(a)
(b)

(©)

take into account the individual characteristics of each Agency Area;

identify any need for parties other than the MAs and the HA to be contacted and
obtain the agreement of the Designated Officer before making any contact with
such parties; and

as far as is reasonably possible, use only objective information and not rely on
anecdote or hearsay.
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