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Quality at Entry Report for
AusAID Suppart for Expansion of World Bank North East Local Services Improvement Project (NELSIP)

Az AidWorks details

Initiative Name: AusAlD Support for Expansion of World Bank North East Local Services Improvement Project
Initiative No: INK283 Total Amount: $38.552 miltion
Start Date: Mid-2012 End Date: December 2015

Y

B: Appraisal Peer Review meeting details completed by Activity Manager

Initial rafings prepared Nabeel Salie/ Sally Mackay /Borhan Aluned/ Simon Buckley

by:

Mecting date: 1 February 2012

Chairs Paul Nichols, ADG South Asiz Branch

Peer reviewers providing | —  Mark Barrett, Senior Traasport Adviser/ITG

formal comment & —  Laury McCulloch, Program Manager/ WIFS

ratings:

Independent Appraiser: | ~  World Bank-led design/appraisal processes ore viewed as compliant with AusAID’s requirement for independent
appraisal {see compliance minute , approved by ADG, SAB)

Other peer revicw —  See APR Mccting Outcomes Minute

participants:

C: Safeguards and Comuitments {completed by Activity Manager)

Answer the following questions relevant to potential impacts of the activity.

1. Environment Have the environmental marker questions been answered and adequately addressed by the design Yes
document in line with legal requirements under the Environmenial Protection and Biodiversicy
Conservation Aet?

NELSIP's overall enviromnental safepuards compliance is rated by the World Bank as ‘moderately
satisfactory’, NELSIP activities do not create negative environmental impact in project locations,

2. Child Protection Does the design meet the requirements of AusAID’s Child Protection Policy? Yes

AusAID will Jargely rely on the Bank’s and GoSL’s safeguard protection policies, procedures and systems
in the implementation of NELSIP. AusAID alfso expects the Bank to act in line with the principles set out
in AusAID’s Child Profection policies, in addition to abiding by other relevant international conventions
and agreements.

D: Initiative/Activity deseription complered by Activity Manager (ho more tiran 300 words per celf)

AusAlID proposes to co-finance the expansion of the current S-year, USS86 million Werld Bank/GoS1.‘Nerth East Local
Services Improvement Project’ (NELSIP) in Sri Lanka. NELSIP commenced in December 2010, and is expected to conclude
in December 2015, NELSIP will support the reconstruction and development of essential public infiastructure in the conflict-
affected Northern and Eastern provinces of Sri Lanka. NELSIP is designed to accelerate econoimic activity through the
delivery of infrastructure needed to improve the livelihocds and capacity for better public service delivery at the local level.
NELSIP is targeted at improving access {o local services for up 10 370,000 people living in some of the pocrest areas of the
country. Components of the project will also enhance the capacity of Local Authorities (LAs) to design, implement and
manage new and improved local infrastructure. Infrastructure may include rural roads, bridges, schools, market places, water
supply and drainage systems.

AusAlD's proposed grant of A$38.552 million over 3.3 years (mid-2012-2015) will be pooled with the USS86 million
cutrently committed by the GoSL (US$34 million, local governments (US52 million) and World Bank loan: (USS50 million).
AusAID funds will be mainly used to support (i) the rehabilitation of existing, and construction of new infrastructure, (ii)
capacity building of LAs for infrastructure development, improved management by public institutions and utilities at district
and provincial level, and (iii)} 2 proposed catalytic fund that supports investment in infrastructure. NELSIP will be
implemented under a partnership agreement with the World Bank who will administer AusAID’s funds on AusAlD's behalf.
NELSIP will be executed by the GoSL’s Ministry of Economic Development, ensuring ceordination among the Provineial
Councils of the Fastern and Northern Provinces as well as other agencies involved in NELSIP’s implementation.
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AusATD proposes to co-finance the expansion of the cwrent 5-year, US$86 miltion World Bank/GoSL*North East Local
Services Improvement Project” (NELSIP) in Sri Lanka, NELSIP cominenced in December 2010, and is expected to conclude
in December 2015, NELSIP will support the reconstruction and development of essential public infrastructure in the conflict-
affected Northern and Eastern provinces of Sei Lanka. NELSIP is designed to accelerate economic activity through the
delivery of infrastructure needed to improve the livelihoods and capacity for better public service delivery at the local level.
NELSIP is targeted at improving access to local services for up to 370,000 people living in soime of the poorest areas of the
country, Components of the project will alse enhance the capacity of Local Authorities (LAs) to design, implement and
manage new and improved Iocal infrastructure, Infrastructure may inclide rural roads, bridges, schools, market places, water
supply and drainage systems.

AusAID’s proposed grant of A$38.552 million over 3.5 years (mid-2012-2015) will be pooled with the US$86 million
currently committed by the GoS$L (US$34 million, local governments (1S$2 million} and World Bank loan (US$50 million).
AusAlD funds will be mainly used to support (i) the rehabilitation of existing, and construction of new infrasimucture, {ii}
capacity huilding of L As for infrastructure development, improved management by public institutions and utilities at district
and provincial level, and (iii} 2 proposed catalytic fund that supporis investment in inffastructure. NELSIP will be
implemented under 2 partnership agreement with the World Bank who will administer AusAID’s funds ont AusAID’s behalf
NELSIP will be executed by the GoSL’s Ministry of Economic Development, ensuring coordination among the Provincial
Councils of the Eastern and Northern Provinces as well as other agencies involved in NELSIP's implementation,

The primary objective of NELSIP is to improve delivery of local infrastructure services by LAs in the Northern and Eastern
| provinces of 8ri Lanka. in an accountable and responsive manner.

NELSIP will aim to ensure the maintenance and upkeep of infrastructure by strengtitening LAs to make them more
accountable to their citizens; increasing investments, in line with local preferences; and strengthening incentives for ocal
communities to improve maintenance of local assets.

E: Quality Assessment and Rating (ho more than 300 words per cell)

Criterin Assessment Rating | Regquired Action
(1-63* | (if needed)?

- .
Why we are doing this? ) No specific actions
NELSIP is highly relevant and clearly aligns with AusAID"s and Governunent of Sri Lanka’s suggested.
{GoSL’s) strategic objectives and paolicy priorities. AusAID’s strategic objectives under the
current draft Couniry Strategy for Sri Lanka {2012-2016) include (i) recovery of conilict-
affected areas and provision of essential infrastructure; (ii} access to sustainable livelihoods
and income generating opportunities; and {iii) social protection for excluded and vulnerable
people including through better access to government services.

AusAID’s proposed support is consistent with the GoSL’s long term econemic goals as
gutlined in the *Mahinda Chintana -Vision for the Future® document. [t is also consistent with
AusAID's strategic development goal for Sri Lanka, which is to support ‘more inclusive
development for vulnerable people in lapging regions.’

Austealia's support to NELSIP through the World Bank is also consistent with the Partnership
Framework hetween AusAlD and the World Bank Group for developiment cooperation in the
South Asia region, particularly in fragile and post-conflict couniries such as Sri Lanka,

Lack of economic development Las been both a cause of, and a consequence of tire profonged
civil conflict, which ended in May 2009. Reducing the disparily in econocmic opporfunity
between the north and other regions, and the country’s overall achievements is important to
long- term stability and recovery in those areas. There is a clear expectation that by
rehabilitating or building new priority infrastructure that the program can boost opportunities
for strengthened income earning potential.

AusAID s ationale to co-finance NELSIP’s expansion is to support local economic
infrastructure development, targeted at lagging regions of Sri Lanka. This will support the
GoSL's shart 1o medium term strategy for the conflict-affected Northern and Eastern
Provinces, which aims to recover and restore livelihoods of the people and improve local
capacity for better public service delivery by local authorities. .

NELSIP is closely aligned {o the issues identified in AusAID Design Surmmary and
hnplementation Document’s (DSID) needs assessment, NELSIP-supported econoinic
infrastructure program also provides AusAID with an opportunity to deepen our engagement
with multilateral partners, ather donors, INGOs, other complementary AusAID programs and
civil society already working in the infrastructure sector, The provision of additional geant-
based funding in this sector will provide Australia with an opportunity to engage conshructively
with the central and local Governmenis around an issue of common interest. This will deepen
the bilateral relationship and possibly pave the way to enpage with them on other issues in the
future.

The Peer Review (PR) asked how the program fits with both government's strategic objectives
and policies. The PR agreed that the program is highly refevant and clearly aligns with
AusAID's and GoSL's strategic objectives and policies. The PR noted that the strategic
decision to support this program is in the spirit of the Aid Effectiveness Review in terms of its
recommendation to work as much as possible in South Asia in parinership with other
development partners.
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E: Quolity Assessment and Rating (o more than 300 words per cell)

| Wil it work?

NELSIP Ias been under implementation for over a year now. A World Bank Review/Support
Mission in October 2011 assessed the project’s implementation status as *satisfactory,
Progress has been slow in the execution of the baseline survey. The World Bank’s current
Implementation Status & Results (ISR) report concludes the project has been well received in
the Fastern and Northern provinces as a mechanism for enhancing the'capacity of the LAs to
deliver their mandated basic services. The ISR also noted that during the initial year, the
implementation pace and progress had been behind schedule in the first six months, but that the
pace of implementation picked up significantly in four of the five components. The assessment
component was rated as only moderately satisfactory by the ISR (ductoa delay in the
conunencement of the base line survey) but all other components were rated as satisfactory.
The Provincial Government O ffices and the .As have continued to initiate and implement
actions to achieve satisfactory project implementation rating overall,

The PR was concerned about exactly where AusAIIYs additional funds will go and whether the
LAs have adeguate absorptive capacity to utilise more infrastructure finds, and whether there
are contractors and construction materinls available locally to do civil works. Discussions with
the Bank on funding arrangements, level of engagement and the development of annual plans
are well advanced, AusAID’s funding will cover 79 LAs and will help to expanding LA's
capacity to deliver local infrastructure services. Funding wil be channelled through a
‘window’ under the existing World Bank-South Asia Trust Fund. There is good commitment
from the GoSL to scale-up capacity at the local level. Several additional officers will be placed
by GoSL’s own funding that will now help manage our additional project funds. The FR
stressed the need to be siratepic in our partnership with the World Bank to scale up ina new
sectoral area with lirnited resource inputs by AusAlD, There are community consuitation and
prioritisation systemns in place by the Bank and GoSL o deliver the project. There isalsoa
need to get the balance dght between infrastructure and eapacity building nofing that grant
funds can leverage a greater focus than capacity building. The capacity building (CB) elements
and safeguards are crilival to susininability of local infrastructure. There must be capacity to
maintain the infrastructure assets.

‘The PR noted that the key risk is on the political side. On the funding side, it is critical that
GoSL funding continues after AusAID’s initial finding, They stressed the need to identify the
risks and reflect them in the DSID. More detail is required on the structure of the Catalytic
Fund (CF). A concern was rised that the question of absorptive capacity of the market has not
been explicitly stated in the DSID. How our additicnal contributions would be reflected in
terms of results? What is the additional money going across various project components?

The WB has systems in place to ensure accountability and transparency of the use our funds.
77 LAs have completed all requirements 1o receive and implement local projects. The WE is
good at monitoring ‘hardware’ aspects, e.g. infrastructure delivery, PFM ete.; but do not do
well on social issues such as gender, conflict & fragility, do no harm, benefits to different
ethnic groups ete, There is not much understanding of geographic/demographic profile of the
areas where programs are targeted. We need to make sure that adequate safeguard measures
(with grievance redressal measures) are being put in place to ensure that our assistance will not
exclude certain groups we need to target. The PR thought it would be good if we could geta
good estimate of what we think, now, that our funding will buy by extrapolating based on
initial WB calculations. Some fine-tuning of our contributions is needed in the DSID to sce
how grant funds wilt be spent and what things will be dene within in a pooled funding
mechanisin. We need 1o monitor what results we achieve, and it will need to be defensible. We
should think about how M&E can contribute to undertaking political and economic analysis at
the county level. The DSID was not quite specific on monitaring effectiveness and value-
adding aspects. How we will do things and what we will provide to the project? This will
provide a focus on whete we want to add value and will help an understznding of the country
level politicat economy. There isa need to have appropriate capacity/flexibility/adequate

4 safeguards to monitor our funds through exfra project supervision,

It was agreed that
some anaiysis in the
DSID should talk
about LA s absorptive
capacity, the WB's
capacity and an
assessment of the
implications of our
additional funds to
ensure we remain
effective; and (ii)
simple extrapolation
of results will be
needed in the DSID,
noting that it’s
dependeat ont
community
consultation. In
reality, this will be
determined by local
community, not
reporting against
extrapolation.

It was also agreed that
AnsAID will not have
any additional
approving role inthe
Catalytic Fund (CF).

QAE Report Template
Business Process Owner: Performance Policy & Systems section, QPS Branch

UNCLASSIFIED page 3 of 11
Template current to 30 June 2012



Australian Agency for International Development, AusAID UNCLASSIFIED
E: Quality Assessmentand Rating (e more than 300 words per ceil)
it d that:
How will we do it? m::i:ﬁ;i a f: cu(si}
AusAID's funds will be channelled through the existing World Bank /AusAID South Asia on the risk aspects

Trust Fund (WB-SA TF), with a new window created to support NELSIP activities. Tight
targesing of assistance and partnering with a Jarge development partners is considered by
AusAID as the most efficient and preferred modahity to deliver our infrasiraciure assistance in
Sri Lanka, The approach proposed to support multilateral programs of activities is consistent
with delivering aid effectively and efficiently detailed under ‘Effective Aid". The
implementation arangement will be harmonised with the WB, and is aligned with the GoSL
systems, This was assessed as the most appropriate mechanisin by the coneept mission after it
assessed all available options, All arrangements have been established between the World
Bank and Ministry of Economic Development (MED} collectively and are now well
developed. The Project Implementation Plan (PIP) and Local Authority Project Implementation
Manual (LAPIM) have been developed as resource tools for LAs on how NELSIP will operate,
The roles and responsibililies of varicus parties such as the MED, the Northern and Eastern
Provineial Couneils, Profect Coordination Unit (PCU) and ail LAs involved in activity
implementation have been clearly identified and defined in the World Bank Project Appraisal
Document (PAD).

Procurement and disbursement procedures have been agreed between World Bank and
GOSL/MED. Established World Bank-GoSL processes and safeguards will be applied to
monitor fiduciary risks, financial and procurement management aspects, These will also help
ensure visibility, gender equity, sustainability, grievances and awareness-raising and effective

The World Bank is well advanced in carrying out a thorough assessment of the GoSL’s
financial management and procurement systems, and will put in place strategies fo manage
these risks. AusAID will rely on this assessment and the Bank’s subsequent work in
strengthening public finaacial management {PFM). This will be supplemented by regular
inputs by AusAID’s new regional PFM advisor. The October 201 1 Mission noted a significant
improvement in financial maragement and procurement since the previous mission, upgrading
their pecformance to *satisfactory’ (although the risk rating will reinain as ‘substantial” on
procurement). AusAID’s Working in Partnerships Section (WIPS) was consulted on these
issues in the preparation of the DSID. NELSIP will support the GoSL to build capacity on
these core operational areas for efficient and effective project implementation, especially
targeting all LAs.

The level of AusAID engagement proposed in the DSID appears appropriate. However, it is
premature to gauge if the resources would be sufficient to achieve the desired project
objectives and for AnsAID to effectively monitor and manage activity risks.

Fhe PR group noted that the efficiency aspect is again tied into effectiveness. It will be happy
if appropriate project supervision is added to the project. The PR noted that the World Bank is
good, generally, at monitoring PFM aspects. AusALD should ensure it has a monitoring role
that reassures the Agency that the program is being delivered in aceordance with safegnards
and is effective. It was noted that it is great that we are using the existing Umbrella WB-8A
‘TF, which is considered efficient. The parinership side is good and is in line with the
Frainework between AusAID and the World Bank for cooperation in the South Asfa region,
particufarly in fragile and post-conflict seltings. The PR commented that the World Bank has
been criticised for being poor on gender and disability issues in the education programs, This is
an opportunity where we can 2dd value and ensure these aspects are included in the praject.

The PR further noted that the ongoing political risk is the key, including for seeking FMA
Regulation /10 approval, We need to spell out how exactly we are going to manage the
exposure to risks from the political, governiment and financing sides (particularly our
reputational risk rather than technical risks) in practical teems,

during supervision
missions; (i1) there is
a need for a clear
stralegy on
monitoring of our
risks in the project,
possibly by useof
cables from Post ; and
(iii) it would be usefit
for getting
confirmation en the
Bank’s finding of
wdditional
management of the
project.
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E: Quality Assessment and Rating (o ntore than 300 words per ceil}

th

AusAID will rely on the project’s monitering and evaluation (M&E) and reporting processes as It was agreed that

set out in the Local Authority Project Implementation Manual (LAPIM). An M&E unit is AusAID will have
established in the Project Coordination Unit (PCU) to report against project milestones and appropriate

activities. Templates are being developed to collect and capture key project baseline and engagement in review
performance dala to be incorporated into a Management Information System (MIS). The MIS missions. We should
is yet to be rolled out across ali LAs. The M&E unit also reports on social safeguards. The be clear on the level
project performance is independently assessed by a World Bank supervision mission every six of involvement in
manths, PCU progress reports, project monitoring/ evaluation data and World Bank - supervision missions
supervision mission reports will provide the necessary information for AusAID QAI reports. and M&E

The LA and PCU generate monthly and quarter]y progress reports on the status of the engagement.
implementation of subprojects under NELSIP, The overall M&E and reporling arrangements
have been rated as *satisfactory” by the World Bank. The World Bank ISR has set indicators
directly in line with the project’s objectives.

Ch

A portion of AusAID's nesw regional PFM advisor time will be allocated for Sti Lanka with
capacity (o contribute to AusAID''s accountability and reporling processes as needed,
AusAID’s engagement in review missions and mid-tenm review will be strengthened through
technical support by its infrastructure advisers and the PFM advisor's inputs on working in
partnership systems, including financial management and procurement aspeets. This will
ensure adequate monitoring compliance, accountability, transparency and efficient wse of
AusAlD’s funds by the partner under NELSIP. There will bea need to ensure ongoing
emphasis on adequate resourcing and GoSL's M&E capacity building during NELSIP's
implementation cycle.

NELSIP’s social safeguard measures state that gender specific indicators will be forinulated to
measure the level of participation of women in the program. NELSIP includes a youth and
gender strategy, and it makes provision for specialised siudies associated with its
implementation and performance, NELSIP will ensure that youth will represent at feast 30% of
the LA standing committees. However, there is no mention of how this data will be collected
or aggregated.

The PR was concerned that we need to be more involved in all M&E and review missions to
have good understanding of the project’s ongoing progress. We should deaft a clear
engagement strategy, so that the fiture post officers can follow on these sorts of things we give
priority to. The PR was quite comfortable with the M&E framework used in the PAD. A good
set of information is included in the PAD and the DSID. [t was asked about exactly what we
provide and where we provide in terms of review missions. At a minimum, we need to know
what resources we need for this.
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E: Quality Assessment and Rating (no more than 300 words per cell)

Wikl benefits last?

The emphasts of NELSIP is on creating and supporting sustainable local institutions that can
effectively coordinate local development and manage service delivery, Therefore, country
ownership and commitment for the NELSIP activities are strong. By making LAs more
accounteble fo their citizens and investments more in line with focal preferences, NELSIP
strengthens incentives for LA's to improve the maintenance of local physical infrastructure
assets in a way that builds local confidence. MELSIP will aim to provide long-terin institutiona
development support to enhance the capability of LAs in areas such as local level planning,
budgeting, revenue collection, financial management, and procurement, project and office
management for maintenance of physical assets. NELSIP will also aim to ensure long-term

o sustainability throngh strengthening Iocal governments to attract increasing and continuing
levels of future capital grant flows beyond its completion, This will be achieved in three ways:
(3) Capital grants would be disbursed in full parailel with existing government grants for LAs,
thereby building expectation and precedence for their payment; (i) gradval increase in tie

| Government's share of the average transfer is scheduled to increase from 29% in the first year

ofthe World Bank contribution, and establishing a new “baseline’” for the governments

A budgetary allocations for LA srants; and (iii) NELSIP’s capacity building efforts to
institutionalize accountability, improve transparency and enhancing monitoring and evaluation
would also hilp to sustain grants to LA's in the foture at a higher level that today.

‘Fhe World Bank’s ISR and the October 201 1Supervision Mission reports gave an overail
‘satisFactory’ ranking to NELSIP, including for GoSL.s counterpart funding commmitments,
The disbursement of loan funds was reported at 59%1 in the first year, which was considered
satisfactory, An Environmental and Sacial Management Framework (ESMF) has been
developed for NELSIP, which is compliant with the Bank’s environmental and social

/| safeguard policies, the GoSL’s National Environmental Act (NEA) and other associated
regulations, and with the relevant AvsAID environmental policies and guidelines, Independent
envivonmental audits will be conducted every 2 years of NELSIP to ensure environimenial
safeguards conpliance reporling. ESMF lias been translated into Tamil and Sinhala for local

‘| use. Procedures have been developed to monitor and report on environmental and social
safegnards compliance. However, the October mission noted that the identification of site-
specific environmenta) issues and mitigation measures llave been poor.

of LAs to handle our additional finds, and the ongoing fund flows throughout NELSIP’s life.
Also, how our significant increase in funding will be managed remains a key issue of
sustainability, We need 1o flesh out exactly how susiainability will work, and we can show
how NELSIP is alveady working towards this issue through (i) the proposed CF; (i) the
accounts being established by LAs to collect revenue for maintenance; and (iii) the capacity
building efement of NELSIP.

It was noted that our additional funds will inerease risks for sustainability as the original PAD

need for GoSL funding for maintenance. There must be capacity to maintain the infrastructure
assets. [tis critical that GoSL funding continues after AusAIDs initial fnding.

:[ The PR group thought what we need to focus on how our financing influences the

1| sustainability issue. Some gaps reinain in the operational and management side and hence it
was asked about how far the PCU is progressing with the training plan for 2012 based on the

;| list of programs submitted by the Eastern and Northern provinces. The Bank is now reviewing
the training plan. The PR emphasised that the capacity development of LAs is very important,
particularly connected fo the broader capacity building program. We need to ensure that
capacity building is taking place in a sustainable manner and we monitor it closely.

0 67% in the last year, thereby reducing the impact on average transfers of the eventual ending

The PR asked how sustainability of the project will be ensured. Tt was noted that sustainability
is related o sustainability of'actual infrastructure built. There was a concern about the capacity

said the GoSL would take over funding over the 5 years. OQur additional funds will increase the

1t was agreed that:

the issues of
sustainability to be
adequately reflected
1 in the DSID. In
particular, the
capzcity building
(CB) of LAs to handle
AusAIP's additional
funds, the ongoing
fund flows during
WNELSIP's Tife, and
safeguards issues
need to be addressed
in the DSID,

1.
1 Alde Memaire of WB Supervision Mission October 2011
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How will we achieve gender equality? While NELSIP has takea a range of measures
to promoie gender equality fssues, and that the targets for women participation are 4
good, the PR thought that it does not have gender monitoring completely put in place,

It was agreed that (i)
it is critical that
AusAID monitors
NELSIP aims to empower women through 50% representation in all project gender and safeguard
committees towards greater participation and decision-making vis-a-vis Jocal issues during review
government and accountability in order to ensure women's access to services in an missions and project
equitable manner. meetings; and {if) the

Gender-specific indicators will be formulated that witl measure women's level of gender slrategy is
participation in the program — inclusion of women in the decision making processes reviewed by AusAlD.
(e.g. a5 community lezders), as well as the extent to which they receive economic
benefits from the project. NELSIP will aim to ensure that 30% of those in decision
making roles and at least 50% of participants at village assesnblies will be women.

WNELSIF will track whether at least 50% of the project benefits will accre to women.
1t will support vulnesable women groups, such as elderly women without resources,
women affected by armed conflict, including war widows and other female heads of
households.

Following significant consultations (inciuding the commissioning of 2 “women’s

audit’ of infrastructure). NELSIP has now completed a gender strategy as part of its

operation ensuring support for the equal participation of women in project planning,
implementation, and monitoring of LA development plans and programs.

NELSIP’s LAPIM will be reviewed to identify where revisions are required to ensure
a strengthened outreach to women. [t has commenced the implementation of a trust-
funded activity to enhance women’s involvement in its activities, particularly through
training of local officials to improve their awareness of general gender issues, and to
educate them on the imporiance of gender mainstreaming in fiiture project activities.

TR

A

The PR noted that women’s involvement in the project has stacted to iinprove from
the World Bank’s initial Review Mission report. The bank is working with an NGO
on broader gender issues.

How well have we thought this through? 4 It was agreed that the

Relevant World Bank documents (eg PAD and October 2011 Mission and ISR ;f:l::f? :'ccti;a ?r:]:}ti:tc
reports), and AusAID's Concept Document and DSID on NELSIP reflect DSID, including
constderable analyses of the infrastructure sector needs and key fssues, especially I
related to the conflict-affected Northern and Eastern Provinces. The analyses are built
on lessons learned from the World Bank’s previous operations in Sri Lanka, and alse
AusAlID’s progeams. The due diligence in selecling NELSIP for Australian support
has been thorough, A concept mission comprising of a desk based infrastructure
specialist, plaaning consuitant and senior officer, with the assistance of staff members
at post, undertook field and desk research to identify the most effective and efficient
ways of utilising Australian aid funds, keeping in mind strategic policies of the
Australian aid program, country, pariner priovities and potential risks. The mission
recommended that NELSIP aligned closest to the Australian government’s and GoSL
priorities and posed the lowest risk from among the available options on economic
infrastructure refated projects in St Eanka, The findings of the mission have been
provided in the Concept Document and DSID.

AusAID's monitoring
role.

The PR reinforced that the capacity building (CD) elements of NELSIP are not
fragmented, and that AusAID monitors progress on these to ensure these stay on
track. Some of the CD aspeets appear to be short-term fixes anly, without building
longer-term capacity for the GOSL. The PR noted that if we arc in a position to
assess theusage of a number of CD advisers being used in NELSIP. Disability is not
mentioned in the PAD and DSID. Hence theve is a good opportunity to incorporate
universal design guidelines into NELSIP, which the Bank has developed and AusAID
is about to fisalise. On M&E, the baseline survey was considered very important, but
this hasn't been finalised yet and needs to be done soon. We need to think whetier
we have a role in CD and how we can contribute to the CI elements, The PR noted
that this along with general social issnes such as disability, minority ethnic groups ete
are the areas we should monitor closely.

The World Bank has cominenced an assessment of LAs and the data will be available
by June 2012. The World Bark has engaged a part-time consultant to track safeguard
issues. It is now bringing in the Sri Lanka IPS to do an independent assessiment an
NELSIP,

* Definitions of the Rating Seale:

Satisfactory (4, 5 and 6) Less than satisfactory (1, 2 and 3)

6] Very high quality; needs ongoing management & menitoring only 3| Less than adequate quality; needs to be improved in core areas

b

5| Good quality: needs minor work to improvein some areas Poor quality; needs major work to improve

—

4| Adequate quality; needs some work to improve Very poor quality; needs major overhaul

* Required actions (if needed): These boxes should beused wherever therating is less than 5, to identify actions needed to raise the rating to the
next level, and to fully satisfactory (5). The text can note recommended or ongoing actions.
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Infrastructure Adviser, | ASAP
1. The AusAID team (Infrastructure Adviser, Post and Desk officers) to further revise the DSID in Post and Desk officers
accordance with the PR group decisions outlined in the APR outcomes minute

2, The SL program will proceed implementation of AusAlID support to NELSIP Sri Lanka Program By May/June
2012

Agreed OQutcome at the APR:
The Peer Review {PR) Group considered the DSID to be a strong and well thought-out document. AusAID’s proposed suppost for NELSIP was
endorsed by the formal peer reviewers through their Quality at Entry (QAE) assessments and other peer review participants. The PR group gave
‘autharisation ' 1o proceed to implementation under a co-financing arrangement with the World Bank for NELSIP.
It was agreed that a number of refinements will need to be made to the DSID based on the Peer Review discussions.

Final agreed QAE ratings:

Based on the discussions, the PR group agreed to the following final ratings against the quality criteria in the QAE reports:

The Chair emplasised that the important *focus’ should be on what critical {quality) improvements can be made before and during management and
implementation of NELSIP, He also noted that there must be some level of confidence by all present how AusAID will manage the project ultimately.

On the basis of the final agreed Quality Rating assessment (C} and Next Steps (D) abeve:

B/QAE REPORT.18 APPROVED, and authorization given to proceed to:

MFENALISE the design incorporating actions above, and proceed to implementation
or: O REDESIGN and resubmit for appraisal peer review

D NOT APPROVED for (he following reason(s):

Paul Nichols ADG SAB signeg! M / 3/ {2

When complete:

s Copy and paste the approved ratings, narrative assessment and required actions into AidWorks and attach the report.

®  The original signed report must be placed on a registered file.
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Quality Criteria - Consider these questions when assessing:

Relevance — “Why are we doing this?”

»  Isthe specific role of Australian aid (aid objectives) in contributing 1o a Partner”s priority development outcomes clearly articulated?

+«  Does the activity contribute to higher level objectives of the Australian aid program as outlined in a Partnership for Development, and/or
relevant country, regional and thematic strategy?

»  Does theactivity target priority needs not addressed by other development pariners, and/or how is Ausiralia otherwise seeking to
harmonise its assistance?

+ I working with/through another partner (e.g. UN, WB, PIFS), consider otk the clarity and relevance of Australian objectives for te
partnership, (wWhy we chose to work this way) and the partner’s aid objective(s) vis a vis the development context, partner priorities and
beneficiaries’ needs.

s Isthe design relevant to the context specific analysis and lessons? i.e. does contextual analysis clearly inform:
- the proposed approach to addressing the identified developiment issues?

- the modality and financing arangements sclected?

Effectiveness -~ “Will it work?”

s Arethe objectives for this activity (aid objectives), clear, measurable and achievable within the stated tmeframe?
s Igit clear how we think change will occur (theory of change) ie.:

- arethe relationships linking analysis, objectives and our approach clear and plausible?

- aretheunderlying asswinptions clearly cutlined?
s Are mainrisks and plans to prevent or mitigate themn identified?

¢+  Does the design identify key partnerships which may contribute to achieving objectives?

Efficiency — “How will we do it?”

»  Areproposed technical solutions and associated implementation arrangements high quality, appropriate to the context and good value for
money?

*  Where appropriate, are implementalion arrangements harmonised with other donsors and aligned with partner goverminent systems?
¢ Arerolesand responsibilities of all development partners and all actors involved in activity implementation olearly identified?

+  Istheactivity adequately and apprapriately resourced to achieve the desired objectives?

Mogitoring and Evaluation — “How will we know?”

»  Will proposed monitoring and evaluation help us to know how it 15 all working? Do proposed arrangements ¢learly support managemnent,
accouniability and lessons-learning needs (including ongoing quality and performance reporting)?

- isit focused on prionity information needs and not overly compliex?

- is it clear what will be assessed, by whom, when and how (including baselines where appropriate)?

- can this also inform analysis and judgement of contribution to/achievement against higher level objectives of the program?
+  Will data be gender-disaggregated to mensure impact on men and women, boys and girls?

s  Will monitoring and evaluation airangements use or contribute to strengthening local monitoring and cvaluation systems and/or capacity?
If strengthening the capacity of partner performance management is an objective of the activity, will this be tracked and managed
accordingly? (Note this would then need to be identified in the Objectives sutunary and assessed against “Effectiveness™.)

»  Ismonitoring and evaluation adequately resourced?

*»  Where weare jointly implementing with other partners and/or funders, are there AusAID specific objectives for engagement in the
activity/partnership, and do monitoring and evaluation amangements address this?

Sustainability — “Have wa planned for benefits to last?”

e Isit clear what sustainable benefits/change the activity aims to generate? Is sustainability in fact an aim of, or reasonably achievable by,
the activity? Benefits inay be assessed in terms of either or both:

- objectivesiouteomes — what the activity itselfis aiming to achieve {Australian aid objectives), and what would result for that in
terms of immediate or longer-term shared development outcomes; and
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Monitoring and Evalusation — *“How will we know?*

- processes — how the activity will operate.

. Have specific constraints to sustainability, in the context of the proposed activity, been identified and addressed?
- this should include consideration of financial, human resource and political constraints

«  Arethie strategies for achieving sustainability explicit?
- arethey integral to the activity objectives, approaches and monitoring and evaluation?

e How likely are beneficiaries and/or partner country stakeholders to have sufficient ownership, capacity and resources to maintain desired
activity outcormes after Australian Government funding has ceased?

+  How well are any emerging environmental, climate and disaster challenges (e.g. extreme weather events, resource degradation,
pollution, disasters and climate change related impacts) or opportunities (e.g. for Disaster Risk Reduction or adaptation) being addressed
in activity design?

+  Does theactivity aim 1¢ build resilience to cope with changing conditions and future unceriainties?

+  Howis the design ensuring no significant negative environsmental impacts are likely (including complying with the Environment
Protection and Bicdiversity Conservation Act)and does it pursue opportunities {0 enhance the environment?

How will monitoring and evaiuation be used to assess and report on environmental sustainability of the activity?

Gender squality — “How are we going to achicve it2*

s How wilt the activity contribute to advancing gender equality or support women’s and men’s equal engagement in, and benefit from, the
activity?

+«  How well does tre design integrate gender equality into objectives and the consideration of risks and sustainability?

s Does the design identify how the activity will work to develop capacity on gender equatity objectives of program staff, counterparts,
development partners, and/or the broader community?

+ [s the monitoring and evaluation framework able to assess and report on progress towards gender equality results?
®  Does the design propose gender expertise be aceessed during implementation?

*  Does the design provide for gender equality considerations and impacts at the policy level and with counterparts at the program level?

* Wil the monitoring and evaluation assess and report on progress towards desired gender equality objectives, outcomes and impact?

Analysis and Learning —~ *How well have we thought this through?”

+  Does analysis takes into account {as appropriate) political, institutional, economic, financial, organisational and human resource issues?
»  Arelessons frotn previous experience in the sector andfor country taken into account?
*  Does sufficient analysis underpin the theory of change?

»  Does the analysis appropriately address and integrate other agency commitinents and safeguards including pender equality, disability,
environment, anti-corruption and child protection?

*  Does the analysis lake inio account which partnerships are going to be criticat in achieving the objectives and why?

Safegunrds and Commitments

As part of activity design and implementation, attention is typically given to the risk posed to the suceess or effeciiveness of an activity, and less
often on the risk of potential liarm caused by an activity., Policies and procedures that address the potential risk of harmt that can result fiom an aid
activity are known as safeguards. Cross-cutting policies and procedures aim to improve aid quality and effectiveness, while safeguards policies and
procedutes aim to “do no harm™. Cross-cutting issues often have “safeguard” implications, but not all safeguard issues will be cross-cukting issues.
In AusAID, the following areas have both cross-cutting and safeguard implications.  Tiis section will be progressively added to as further guidance
on safeguards issues is developed along with coresponding questions that must be addressed before conmmencing and initiative in AidWorks,
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Environment (see the Guideline, Infegrating Environnment inte Activity Design)

Hthere are enviroamental impacts that need to be considered, appropriate action neads to be taken from the very beginning in the design. Assess
whether the design has answered and addressed the following questions:

Is the activity in an environmentally sensitive location or sector?

Is there potentiat for the activity to have an impact on the envircnment?

Is the explicit, or implicit, alin of the activity to have a positive environmental impaci?
Is the activity relevant to multilateral envirormental agreemenss?

Call ol s A

5. Could the activity have significant negative environmental impacts?

Consider both the impact of the design ard implementation phases, and of the ongoing activity, and what, if any, action is required to comply with the
EPBC Act.

For additional information see AusA/D s Envirommnental Management Guide for Austrafia's Aid Program or contact the Sustainable Development
Group on+61 2 6206 4174,

Chikd Protection - AusAID's Child Protection Policy provides a clear framework for managing and redusing risks of ehild abuse by persons engaged
in delivering Australian aid program activities. This policy applies to all AusAID staff, including those based overseas, and to all contractars and
non-government organisations funded by AusAID. See guidance, Child Protection Procedure Manual (page4), and the Child Protection Policy.

Choose N/A if the activity does not involve working with children or if the activity is to be inplemented by one of the following:
1. Parner Government
2. An Australian Whole of Govermmment Partner
3. Multilateral organisations
4,  Donor governinents

For additional information contact the Child Protection Officer on +61 2 6206 4184 or email CPO@ausaid.gov.au
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