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EXECUTIVE SUMMARY

1. The Greater Mekong Subregion—Southern Coastal Corridor (GMS-SCC) Project
extends from Kampot in Cambodia to Ca Mau in Viet Nam. At Appraisal, the road betterment
program in Cambodia included: (i) NR33 upgrading between Kampong Trach and Lork-Ha
Tien, (ii) upgrading bridges and drainage structures on NR33 between Kampot Track and
Kampot, (iii) routine maintenance works on NR31 between Kampong Trach and the junction
with NR3, and (iv) periodic maintenance works on the Kampot-Kampong Trach section. In
addition to the road and bridge works, the Project® will develop cross border facilities (CBF)
at Lork-Ha Tien at the Cambodia-Viet Nam border and at Koh Kong at the Cambodia-
Thailand border. The Project will promote economic growth, reduce transport costs and
travel times and will facilitate movements of persons and goods between Thailand,
Cambodia and Viet Nam. The project environmental and social impacts will be addressed
through the development and implementation of resettlement plans and environmental
management plans; the HIV/AIDS, trafficking and gender issues will be tackle through
awareness and prevention programs to be developed and implemented concurrently with the
civil works. A team of consultants will assist with the detailed design and implementation
(DDI) of the Project.

2. The Project will promote economic growth, reduce transport costs and travel times
and will facilitate movements of persons and goods between Thailand, Cambodia and Viet
Nam.

3. At Appraisal in 2006, the project cost was estimated at $18.70 million. The financing
plan consisted of a $7.00 million loan from the Asian Development Bank (ADB), a $8,00
million grant from the Government of Australia and a $3.70 million contribution from the
Government of Cambodia. The Project is scheduled to be completed by 30 June 2012 and
the ADB loan closed by 31 December 2012.

4, Based on the detailed design quantities and updated unit costs, the DDI consultant
reestimated the project cost at $27.23 million. The 46% cost overrun is mainly due to price
escalation in 2008 and increases in quantities of works to meet the actual requirements of
the Project. To keep the project cost within the limit of available funds, i.e., $18.7 million,
there is a need to downsize the project scope. It is proposed to remove the NR33 bridge
upgrading component from the original scope and to implement routine maintenance works
on the NR3 instead of the originally planned periodic and routine maintenance on NR31 and
NR33. The proposed revised project scope would consist of: (i) NR 33 upgrading between
Kampong Trach and Lork-Ha Tien (15.8 km); (ii) construction of CBF at Lork-ha Tien and
Koh Kong; and (iii) routine road maintenance on the NR3 between Kampot and Veal Renh.

5. The $18.70 million project would be financed as envisaged at Appraisal. The
proposed change in scope does not affect materially or fundamentally the anticipated project
impact and outcome. The NR33 section upgrading and the two CBFs which are the main
contributors to the project objectives will be implemented as originally anticipated. A
reevaluation of the economic viability showed that the proposed revised project is
economically viable and benefits quite robust. The measures and activities envisaged in the
original project scope to mitigate social and environmental impacts are not affected by the
proposed change; the proposed NR3 routine maintenance program will not require any land
acquisition, nor will it require any particular environmental protection measures. As for the
other civil works packages, an HIV/AIDS and trafficking program will be developed and
implemented concurrently with the proposed NR3 routine maintenance works. The project
performance monitoring and evaluation framework will be amended to incorporate the NR3

1 In the present report “The Project” refers to the Cambodia section and components of the GMS-SCC Project

only.



routine maintenance. The proposed revised project is expected to be completed by the end
of the second quarter 2012.

6. The NR33 bridge component and the routine and periodic road maintenance
proposed to be removed from the original scope will be implemented under a new project
financed by the Government of Korea through the Export-Import Bank of Korea (KEXIM). In
view of achieving fully the objectives of the as-appraised Project, ADB and the Government
of Australia requested the Government to provide assurance that the environmental and
social safeguard measures provided for under the proposed revised project will be
implemented under the KEXIM financed project.

7. The DDI consultant prepared a comprehensive report on the proposed change in
scope to enable ADB an AusAID’s management to process the proposed change; the final
version of the report incorporating financiers’ comments was submitted to the ADB Mission
of June 2010.? The ADB and AusAID'’s decision on the proposed change in project scope is
expected in early July 2010.

8. As of 30 June 2010, the Project was about 17% complete. The project
implementation is about 18 months behind schedule due mainly to (i) delayed recruitment of
the DDI consultant, (ii) larger than anticipated design activities for the CBFs, and (iii) CBF
site location issues.

9. The detailed design and bidding document for the NR33 section to be upgraded are
complete; these were submitted to ADB for review in early May 2010 and ADB’s comments
were received on 25 June 2010. The call for tenders is expected to be launched in the first
half of July 2010 and commencement of thel8-month works is scheduled in the first half of
November 2010. Detailed design and bidding document are complete; they were submitted
to PMU-3 on 27 June 2010. The call for tenders is scheduled in the second half of
September and commencement of CBF works in early February 2011. The conceptual
design for Koh Kong CBF is yet to be approved pending a final decision on the CBF location.
The implementation of the road maintenance component has been postponed pending the
financiers’ approval of the revised project scope.

10. The resettlement plan (RP) prepared at Appraisal for the NR33 section to be
upgraded and Lork CBF has been updated; the updated RP is being reviewed by the
Government and ADB and expected to be approved by mid-July 2010. The RP cost has
been reestimated at $3.00 million against $0.93 million at Appraisal; the cost overrun is
mainly due to changes in the demographic characteristics of the affected households three
years after the initial RP in 2006, increased value of land and affected structures and
increased number of assets, entitlements and sets of assistance. The RP implementation ois
scheduled to be completed in the end of September 2010. The preparation of the RP for Koh
Kong CBF is pending waiting a final decision on the CBF location.

11. The initial environmental examination (IEE) prepared at Appraisal for NR33 section to
be upgraded and Lork CBF has been updated and environmental management plans (EMP)
and environmental monitoring plans (EMoP) for both civil works packages have been
prepared. The environmental impacts associated with the NR33 upgrading works occur
mainly during construction; they will remain minor provided that mitigation measures
identified in the IEE are implemented. No major environmental impacts are expected during
construction of the facilities. Those resulting from CBF the operation, mainly due to
wastewater and solid waste, have been addressed in the design; wastewaters will be treated
through a water treatment plant and solid waste will be collected and disposed to the Lork

2 The June ADB Mission was fielded from 15 to 21 June 2010.



garbage dumping site. An IEE has been prepared for Koh Kong CBF and submitted to
PMU-3 on 2 June 2010.

12. The HIV/AIDS and trafficking awareness and prevention program will be
implemented through three modules attached to the following civil works contract packages:
(i) NR33 road section upgrading, (ii) Koh Kong CBF and (iii) road maintenance. The module
to be implemented under the NR33 upgrading works will cover the road section between
Kampong Trach and Lork and the CBF building works at Lork — Ha Tien. For each module,
the awareness and prevention programs targeting the construction workers and the local
communities bordering the construction sites will be implemented concurrently with the civil
works by a service provider to be recruited under the civil works contract. Separate reports
have been prepared by the DDI consultant to provide (i) an assessment of the social issues,
HIV/AIDS, trafficking and gender, in the subproject areas (ii) the program outline and (iii) the
module cost estimate. The cost of the Kampot module (NR33 upgrading and Lork CBF) is
estimated at about $73,000, while the cost of the module to be implemented concurrently
with the Koh Kong CBF construction is estimated at about $64,000. The report dealing with
the awareness and prevention program associated with the road maintenance works is
being prepared and expected to be submitted to PMU-3 in the end of July 2010.

13. Since June 2009 date of its mobilization, the consultant team’s activities focused on
the detailed design of the NR33 upgrading and CBFs, and associated activities and
components, i.e., field works, environment, resettlement and HIV/AIDS and trafficking
awareness campaign. As of 30 June 2010, international and national inputs stood at 15.51
person-months and 112.20 person-months respectively. The DDI staffing requirements have
been updated to meet the design and procurement requirements of the proposed revised
project scope until award of the last civil works contracts (including the maintenance
contract) expected in the second quarter 2011. Over the remaining design period 6.82
person-months of international consultant and 25.00 person-months of national consultants
would be required. Based on the above actual and anticipated inputs the remuneration
costs over the entire project period have been re-estimated at €234,025 and $1,146,804; it is
proposed that these increased remuneration costs be compensated through savings under
the provisional sums for investigations and surveys, and workshops and trainings; the total
cost of DDI services would remain within the original contract amount of about $2.12 million.

14. As part of the project monitoring and evaluation program, a project performance
management system (PPMS) is being developed as a reporting tool producing monthly and
quarterly reports. The project performance evaluation system will compare and analyze the
values of a set of indicators in the pre- and post-project implementation phase. The baseline
data related to traffic and vehicle operating costs have been collected; the socioeconomic
baseline survey is being conducted. The baseline data report is expected to be issued by 20
July 2010.

15. To address the cost overrun issue there is a need to closely monitor the project cost;
the cost estimate will be updated based on the actual contract price upon award of civil
works contract. Cost overrun, if any, and implications on the financing will be analyzed and if
required, the project scope will be reconsidered.

16. To avoid further implementation delay it is recommended to expedite the following
activities:

® Financiers’ approval of the proposed change in scope;

(i) Site location of the Koh Kong CBF;

(iii) Preparation of the resettlement plan for Koh Kong CBF;

(iv) Government and financiers’ approval of the resettlement plan for NR33
section upgrading and Lork CBF;



(V) Implementation of the resettlement plan starting with the NR33 section to be
upgraded;

(vi) Implementation of the resettlement plan for Lork CBF; and

(vii)  Issuance of the bidding document for the NR33 section to be upgraded.



l. THE PROJECT AT APPRAISAL
A. Project Scope at Appraisal

1. The GMS-SCC Project extends from Kampot in Cambodia to the Cambodia-Viet
Nam border at Lork-Ha Tien, to Ca Mau in Viet Nam. In Cambodia, the Project will
rehabilitate and upgrade sections of the NR31 and NR33. At appraisal, the road betterment
program in Cambodia included: upgrading of the Kampong Trach — Lork-Ha Tien NR33
section (15.8 kilometer [km]), upgrading bridges and drainage structures on NR33 between
Kampot Track and Kampot, periodic maintenance works on the Kampot-Kampong Trach
NR33 section, and routine maintenance works on NR31 between Kampong Trach and the
junction with NR3. In addition to the road works, the Project will develop cross border
facilities (CBF) at Lork-Ha Tien at the Cambodia-Viet Nam border and at Koh Kong at the
Cambodia-Thailand border.

2. The project environmental and social impacts will be addressed through the
development and implementation of resettlement plans and environmental management
plans; the HIV/AIDS, trafficking and gender issues will be tackle through awareness and
prevention programs to be developed and implemented concurrently with the civil works. A
team of consultants will assist with the detailed design and implementation of the Project

B. Project Impact and Outcome

3. The impact of the GMS-SCC Project will be to promote economic growth in the
project area and the GMS by strengthening connectivity with neighboring countries, namely
Viet Nam and Thailand, and increasing competitiveness. The project outcome will be to
reduce transport times and costs on the GMS-SCC and induce more efficient movement of
passengers and goods within the project area and between Thailand, Cambodia and Viet
Nam. The original design and monitoring framework is in Appendix 1.

C. Detailed Project Scope and Components
1. Road Improvement and Cross-Border Facilities
4, The road improvements works to be implemented under the Cambodian component

were divided into four subprojects:

(ii) upgrading of a 15.8 km section of the NR33 between Kampong Trach and
Lork- Ha Tien;

(iii) repair and widening of 24 bridges between Kampong Trach and Kampot; and

(iv) development of new cross-border facilities (CBF) at Lork-Ha Tien and

(v) development of new cross border facilities at Koh Kong.

5. The NRS33 section from the steel bridge in the center of the Cambodia-Viet Nam
border to the intersection with NR31 in Kampong Trach will be improved to national road
standards, i.e., 2x3.5 m lanes, 2x1.5 m sealed shoulders and 2x0.5 m wide verges. The civil
works comprise widening of the existing embankment, construction of subbase and base
courses, and application of a double surface bituminous treatment. Drainage structures will
be replaced or widened as needed. The intersection with NR31 will be widened to
accommodate turning traffic and improve road safety. Apart from the intersection, no
realignment was anticipated at Appraisal.

6. The sections of the NR33 between Kampong Trach and Kampot were improved
under the World Bank Flood Rehabilitation Project. Along this section two Bailey Bridges
have been repaired, the remaining 24 bridges and culverts are narrow and in poor condition;
at Appraisal these bridges were to be repaired, widened or replaced as required under the
Project.



7. New CBFs will be constructed at Lork-Ha Tien at the Cambodia-Viet Nam border and
Koh Kong at the Cambodia-Thailand border. At Lork-Ha Tien a four hectare site will be
developed between the neutral zone and Lork village. New immigration, customs,
CAMCONTROL and quarantine, administration and staff quarters buildings will be
constructed totaling about 5,000 m?. Parking areas and access roads will be constructed on
either side of NR33 to separate truck activities and freight inspection from buses and cars.
The new facilities at Koh Kong will be developed on a site of about 6,000 m?. Adequate
lighting, power supply, water and sanitation services, and truck weighing facilities will be
provided at both new CBF sites. Both CBFs will be designed in compliance with the
requirements of the GMS Cross-Border Transport Agreement (GMS CBTA).

2. Road Maintenance Component

8. In addition to the road improvement packages, the Project will contribute to the
development of road maintenance by providing technical support to the Ministry of Public
Works and Transport (MPWT) as follows:

0] Maintenance planning whose objective is to identify and develop the most
effective maintenance systems both routine and periodic, to maintain quality
road standards and pavement conditions throughout the road economic life;
and

(i) Implementation of road maintenance works through contracts to be awarded
through competitive bidding to improve efficiency and determine market rates
for road maintenance.

9. In addition to the bridge works to be undertaken under the NR33 bridge component
(para. 5), a 28 km section of the NR33 requires heavy periodic maintenance to restore it to
maintainable condition. Also, a routine maintenance program will have to be developed and
implemented over the entire length of NR33 between Kampot and Lork-Ha Tien.

10. To complement the maintenance planning component (para 7, (i)), routine and
periodic maintenance works will be implemented under the Project. At Appraisal, the
maintenance works were scheduled to be implemented along the Kampot-Kampong Trach
sectic;n of the NR33 and the NR31 section between Kampong Trach and the junction with
NRS3.

11. The detailed design and implementation (DDI) consultants to be recruited under the
Project will (i) undertake a condition survey of the relevant sections of NR 33 and NR31, (ii)
identify potential maintenance regimes, (iii) determine the regime that is economically
optimum using standard software packages such as Highway Development and
Management (HDM) model, (iv) undertake a capacity of the Cambodian contractors to
undertake routine and periodic road maintenance, (v) prepare model bidding documents
complete with technical specifications, and (vi) based on the findings under (iii) and (iv)
identify and prepare maintenance contract documents to implement the first three years of
the optimum maintenance regime.

12. The output of the planning and design exercise will be a demonstration project on (i)
maintenance planning, (ii) implementation of routine and periodic maintenance through
competitive biding contracts, (iii) exposure of Cambodian contractors to routine and periodic
maintenance contracts, (iv) exposure of MPWT and provincial departments of Public works
and Transport (PDPWT) to maintenance planning and maintenance contracts, and (v)
establishment of market rates for road maintenance works.

% Loan 2373(SF)-CAM: GMS Southern Coastal Corridor, Report and Recommendation of the President (RRP),
November 2007, para.27.



3. Consulting Services

13. The detailed design and implementation services (DDIS) consultant will be recruited
by MPWT to prepare the project detailed design and supervise its implementation.

4, HIV/AIDS and Trafficking Awareness and Prevention Program

14, The Project will address the risk of exposure to HIV/AIDS during construction and the
potential for increased human trafficking through an HIV/AIDS and trafficking awareness and
prevention campaign. The campaign will be designed to supplement ongoing programs and
implemented in liaison with concerned agencies and non-government organizations (NGO)
with the assistance of the DDIS consultants. Campaign components include advocacy
actions on HIV/AIDS and trafficking, information and education campaigns on HIV/AIDS and
trafficking, and provision of comprehensive HIV/AIDS medical packages to clinics and
medical centers along the road.

D. Project Cost and Financing Plan

15. At Appraisal, the project cost was estimated at $18.70 million, of which $10.92 million
for civil works, $2.28 million for consulting services, $0.93 million for resettlement and $4.57
million for taxes, project administration cost, financing charges during implementation and
contingencies. Further cost details are provided in Table 1.

16. The $7.0 million equivalent ADB loan from the Special Funds resources will finance
$5.40 million of the estimated civil works costs (49.45% of $10.92 million excluding $1.33
million taxes and duties) and $0.30 million of the Government administration cost; the $1.3
million balance is for contingencies and financing charges. The Government of Australia will
provide an $8.00 million equivalent grant to finance 41.85% of the civil works costs and
100% of the DDIS consultant costs. The $3.7 million balance will be financed by the
Government.

Table 1: Project Cost Estimate and Financing Plan at Appraisal
$ million — In mid-2006 Prices

ADB Government of Government of
tem Cost Australia Cambodia
% of Cost % of Cost % of Cost

Amount Category Amount Category Amount Category

A. Investment Costs

1. Civil Works 10.92 5.40 49.45 4.57 41.85 0.95 8.70
2. Resettlement 0.93 0.00 0.00 0.00 0.00 0.93 100.00
3. Consultants
a. Design and Implementation 2.22 0.00 0.00 2.22 100.00 0.00 0.00
b. Resettlement Monitoring 0.06 0.00 0.00 0.00 0.00 0.06 100.00
4. Taxes and Duties 1.33 0.00 0.00 0.00 0.00 1.33 100.00
Subtotal (A) 15.46 5.40 34.93 6.79 43.92 3.27 21.15
B. Recurrent Costs
1. Project Administration 0.34 0.30 88.24 0.00 0.00 0.04 11.76
Subtotal (B) 0.34 0.30 88.24 0.00 0.00 0.04 11.76
Total Base Cost 15.80 5.70 36.08 6.79 42.97 3.31 20.95
C. Contingencies 2.56 1.16 45.31 1.01 39.45 0.39 15.23
D. Financing Charges During
Implementation 0.34 0.14 41.18 0.20 58.82 0.00 0.00
Total Project Cost 18.70 7.00 8.00 3.70
% Total Project Costs 100 37 43 20

Source: RRP, Appendix 6



E. Implementation Arrangements
1. Project Management

17. MPWT is the Executing Agency (EA) for the Project with responsibility for
procurement, withdrawal of loan proceeds, engagement and direction of consultants, acting
as Employer on all works contracts, and reporting to ADB and the Government of Australia.
Responsibilities for planning and implementation will be delegated to Project Management
Unit No.3 (PMU-3), under the General Department of Public Works (GDPW), as the
implementation agency (IA) for the Project. PMU-3 will ensure that the Kampot PDPWT
establishes a provincial resettlement committee as well as district resettlement working
groups and commune resettlement task forces to be responsible for preparation and
implementation of the resettlement plan. GDPW will ensure that an updated resettlement
plan is prepared prior to any award of civil works contracts. The Kampot and Kep PDPWTs
will coordinate with the Provincial Committees for the implementation of the HIV/AIDS and
trafficking awareness and prevention program with the assistance from the DDIS consultant.
PMU-3 will make equivalent arrangements as needed with regard to the development of the
Koh Kong border facilities.

2. Implementation Period

18. At Appraisal the Project was scheduled to be completed over a five-year period
stating with the recruitment of the DDIS consultant in the third quarter of 2007 and ending by
30 June 2012. Detailed designs and bidding documents were expected to be completed by
late 2008 enabling procurement to be completed and construction to commence in mid
2009. The 18-month construction period was scheduled to end in June 2012. It was
anticipated that the periodic maintenance works for NR33 from Kampong Trach to Lork-Ha
Tien would be implemented over an 18-month period ending in December 2010. The routine
maintenance works on the NR31 and NR33 were scheduled over a three-year period ending
in June 2012.

3. Procurement

19. The four civil works contract packages excluding the maintenance component were
to be procured through international competitive bidding (ICB) procedures. Civil works under
the maintenance component are to be packaged in several contracts with prices ranging
from $100,000 to $1.0 million; these contracts were to be procured through national
competitive bidding (NCB) procedures acceptable to ADB. Paost-qualification will be used for
both ICB and NCB procedures. All procurement activities will be managed by GDPW with
the assistance of the DDIS consultants.

4, Project Performance Monitoring and Evaluation

20. The project implementation agencies with the assistance of the DDIS consultants will
develop a comprehensive project performance and analysis to be implemented throughout
the project life. Pre-project social and economic living conditions of the direct project
beneficiaries will be established through baseline data surveys to be conducted at the
commencement of the Project. A second survey will be carried out on project completion and
a third survey after a period of not less than five years after project completion. The baseline
and impact surveys will include appropriate control areas and will assess all activities under
the Project, including resettlement, and other safeguard activities and measures. A set of
indicators on transport costs, tariffs and mobility will be developed to evaluate the impacts of
improved access to the project area.



F. Project Benefits and Impacts
1. Project Benefits and Beneficiaries

21. At Appraisal the economic internal rate of return (EIRR) for the Cambodia project
components was estimated at 14.0% based on project benefits mainly deriving from vehicle
operating costs (VOC) savings and travel time savings. The results of the sensitivity testing
and risk analysis indicated that the project economic performance is robust with a very low
risk of the EIRR falling below the minimum acceptable EIRR of 12%.

22. The main beneficiaries of the Project will be the residents of the project area whose
living conditions highly rely on road transport. By reducing travel time and VOC, the Project
will promote economic activities along the road corridors and at cross-border areas, provide
employment opportunities and improve access to social services.

2. Project Impacts

23. Social and Gender. The Project has been formulated to minimize potential risks.
The road and CBF improvement will lower transport costs and improve access to markets
and social services. Improved roads and open border will boost the development of tourism.
The Project will contribute to economic growth, which may expand economic opportunities to
the poor. Also, improved roads will create job and small business opportunities for women
and will facilitate access to social services. There are no ethnic minority people in the project
area in Cambodia.

24, Resettlement. Full resettlement plans have been prepared during the ADB loan
processing for the to-be-upgraded section of the NR33 and the CBF at Lork-Ha Tien. Based
on the data provided in the original resettlement plans, 337 households will be affected by
the Project (excluding Koh Kong CBF). It will require relocation of 83 houses and 58 small
businesses and shops. Eight households will lose their entire productive landholdings
because of expansion of border facilities at Lork-Ha Tien.

25. The resettlement impact will be minimized by giving the affected persons the option
of moving back out of the corridor of impact into the remaining right-of-way, or completely
out of the right-of-way. These options will give affected persons the best opportunities for
avoiding or minimizing impacts on roadside livelihood. Project-affected persons will also be
given the option of moving right out of the right-of-way at the commencement of the project
or in the future, with all entitlements.

26. Environment. An initial environmental examination has been prepared for the NR33
section and CBF at Lork-Ha Tien. In southern Cambodia, there are no designated forests,
wildlife, or rare and endangered species or habitats in the project corridor. Vehicle related air
and noise pollution is not a major environmental issue along the corridor. However, during
dry seasons, lateritic dust from passing vehicles affects the quality of life of the residents in
the vicinity of the earth roads. By paving roads and shoulders the Project will eliminate the
dust issue. During road construction the contractors will be requested to water the base and
subbase courses to minimize the dust impact on air quality. Wastewater and solid waste
generated by the operation of the CBFs have been identified as potential environmental
issues which need to be addressed through the environmental management plan (EMP) and
the environmental monitoring plan to be implemented through the CBF civil works contracts.



Il. PROPOSED REVISED PROJECT SCOPE
A. Updated Project Cost Estimate

27. At Appraisal the project cost was estimated based on price conditions prevailing in
mid-2006. The DDIS consultants updated the project cost estimate based on (i) refined
estimates of quantities of works resulting from the detailed design of the NR33 road section
and CBFs and (ii) first quarter 2010 price conditions.

28. Due to significant price escalation in 2008 and larger than expected quantities of
works, mainly for the CBFs,” the cost of the civil works excluding taxes and duties has been
re-estimated at $17.62 million, i.e., 61% above the estimate at Appraisal.

Table 2: Updated Civil Works Cost Estimate — Base Costs

$ million
Estimated Cost®
. At At Project Increase
Civil Works Package Appraisal® Inception® Percentage
Mid-2006 Mid-2009 %
NR 33 Improvement - Kampong Trach-Lork-Ha 2.84 4.33 52
Tien
Kampong Trach-Kampot Bridges and Culverts 1.20 2.95 146
Cross-border Facilities at Lork-Ha Tien® 1.39 2.75 98
Cross-border Facilities at Koh Kong® 1.39 2.75 98
Road Maintenance 4.10 4.84 18
Total 10.92 17.62 61
& Costs excluding taxes and duties
® In mid-2006 price conditions
z First quarter 2010 price conditions — DDI consultant estimates

Facilities to be provided under the Project meet the minimum requirements to ensure operation as required by
the GMS-CBTA.

29. The estimated costs for resettlement and project administration are likely to increase
as well. Pending a complete update of the resettlement plans for the NR33 road section and
the two CBFs, the DDIS consultant re-estimated the resettlement cost at $1.5 million.
Likewise pending a detailed reevaluation of the administration cost, a 10% increase has
been applied to the as-appraised administration cost.

30. Based on the above updated estimates for the civil works and assumptions for the
other component cost, the total project cost has been re-estimated at $27.23 million, about
46% over the appraisal estimate of $18.70 million.

4 The CBF at Lork Ha Tien is to be relocated in a depressed area consisting of compressible soils; as a result
the quantity of fill materials has increased significantly. Besides, the preliminary functional design of the
facilities showed that the buildings requirements would be more than anticipated. For Koh Kong the cost
overrun is due to a significant cost increase in materials and additional works.



Table 3: Updated Project Cost Estimate
$ million — First Quarter 2010 Prices

item Cost Estimate Updated Cost Increase
at Appraisal Estimate %
A. Investment Costs
1. Civil Works 10.92 17.62 61
2. Resettlement 0.93 1.50 62
3. Consultants
a. Design and Implementation 2.22 2.22 00
b. Resettlement Monitoring 0.06 0.06 00
4. Taxes and Duties 1.33 2.15 61
Subtotal (A) 15.46 23.55 52
B. Recurrent Costs
1. Project Administration 0.34 0.38 12
Subtotal (B) 0.34 0.38
Total Base Cost 15.80 23.93 51
C. Contingencies 2.56 2.96 16
D. Financing Charges During Implementation 0.34 0.34 00
Total Project Cost 18.70 27.23 46
B. Proposed Revised Project Scope

31. Since increasing the project financing to cover the cost overrun is unlikely, be it from
external sources or Government's contribution, there would be a need to downsize the
project scope to keep the project cost within funds available, i.e., $18.7 million.

32. The as-appraised project scope consisted of five major civil works components of
which three have to be implemented as originally designed as they highly contribute to the
achievements of the project objectives; these are (i) the NR33 upgrading between Kampong
Tach and Lork-Ha Tien, (ii) the CBF at Lork-Ha Tien and (iii) the CBF at Koh Kong. The
remaining two, repair and widening of the NR33 bridges between Kampong Trach and
Kampot and the routine and periodic maintenance on the NR31 and NR33, would be the
components proposed to be removed from the original scope; as advised by PMU3 these
components remain in the agenda of MPWT and their implementation is expected to be
financed by the Government of Korea through the Export-Import Bank of Korea (KEXIM).

33. Based on the above considerations, it is proposed to (i) remove from the original
project scope the NR33 bridge repair and widening and (ii) redesign the maintenance works
to be implemented under the demonstration project (para.12). While the maintenance
planning phase anticipated at Appraisal would remain unchanged, the road maintenance to
be implemented under the proposed revised project would consist of routine maintenance
works along NR3 between Kampot and Veal Renh (about 54 km starting 2 km away from
Veal Renh and ending in Kampot). The proposed revised project scope would consist of the
following components:

0] Upgrading of NR 33 between Lork-Ha Tien and Kampong Trach (15.8 km)
(i) Cross-border facilities at Lork-Ha Tien and Koh Kong; and
(i) Routine road maintenance on NR3 between Kampot and Veal Renh.

34. The HIV/AIDS and human trafficking awareness and prevention program as well as
all other activities and measures addressing social and environmental issues in compliance
with ADB safeguard policy remain under the Project as envisaged at Appraisal.



C. Proposed Revised Project — Impact and Outcome

35. The proposed change in project scope does not affect the project impact and
outcome anticipated at Appraisal. Through NR33 upgrading and development of CBFs, the
project impact is still to promote economic growth in the project area and the GMS by
strengthening connectivity between Cambodia, Thailand and Viet Nam and increasing
competitiveness.

36. The outcome of the proposed revised project will be to reduce transport times and
costs within the GMS southern coastal corridor and induce more efficient movement of
passengers and goods within the project area and between the GMS countries. The design
and monitoring framework has been amended to reflect the proposed changes in project
scope.

D. Outputs

1. Rehabilitation of Transport Infrastructures, Development of Cross-
border Facilities

37. The proposed downsizing of the original road maintenance component and removing
of the NR33 bridge upgrading program will not significantly affect the anticipated outputs; the
key roadwork component, NR33 section upgrading, will be implemented as anticipated at
Appraisal. Likewise the development of CBFs at Lork-Ha Tien and Koh Kong is not affected
by the proposed change in scope. Those will be designed and implemented in accordance
with the original program.

2. HIV/AIDS and Trafficking Awareness and Prevention Program

38. As originally envisaged, the HIV/AIDS and trafficking awareness and prevention
program will be implemented concurrently with the civil works packages by service providers
to be recruited under the civil works contracts.

3. Road Maintenance

39. The downsizing of the original road maintenance activities affects only partly the
anticipated outputs. As originally designed the Project was to develop the concept of road
maintenance through competitively bid contracts and have it implemented through
demonstration projects. The maintenance planning component (para.8,(i)) remains under the
proposed revised project. The proposed changes affect the scope of the demonstration
contract from periodic and routine maintenance to routine maintenance only. Such a change
should be regarded as minor since the key project output, standard contracts for routine and
periodic road maintenance, are still to be prepared by the DDI consultants.

E. Proposed Revised Project — Cost and Financing Plan

1. Civil Works — Revised Cost Estimate
40. Based on the unit prices prevailing in the first quarter 2010 and quantities of works
estimated during the detailed design phase, the total base cost of the four civil works

components of the proposed revised project scope is estimated at $ 10.93 million as detailed
in Table 4.



Table 4: Revised Civil Works Cost Estimate — Base Costs
$ million — First Quarter 2010 Prices

Civil Works Component

Estimated Cost?®

NR 33 Improvement - Kampong Trach-Lork Ha Tien 4.33
Cross-border Facilities at Lork Ha Tien® 2.75
Cross-border Facilities at Koh Kong” 2.75
Routine Maintenance on NR3° 1.10

Total 10.93

Source: DDI consultant estimates
a

X Base costs excluding taxes and duties, and contingencies

as required by the GMS-CBTA.

2. Proposed Revised Project — Cost Estimate

Facilities to be provided under the Project meet the minimum requirements to ensure operation

Routine maintenance along a 54km section of the NR3 between Kampot and Veal Renh

41, The updated cost and financing plan of the proposed revised project is detailed in
Table 5. The taxes and duties provision and the physical and price contingencies have been
reworked out based on the updated cost estimate of the proposed four civil works packages.
As mentioned earlier, the resettlement cost has been re-estimated at $1.5 million and the
administration cost at $0.34 million; cost increases under these two items would be covered

from the contingency provision.

Table 5: Revised Project Cost and Financing Plan

$ million — First Quarter 2010 Prices

Item Cost ADB Government of Government of
Australia Cambodia
Amount % of Cost Amount % of Cost Amount % of Cost
Category Category Category
A. Investment Costs?
1. Civil Works 10.93 5.65 51.69 4.81 44.01 0.47 8.70
2. Resettlement 1.50 0.00 0.00 0.00 0.00 1.50 100.00
3. Consultants
a. Detailed Design and
Implementation Services 2.22 0.00 0.00 2.22 100.00 0.00 0.00
b. Resettlement
Monitoring 0.06 0.00 0.00 0.00 0.00 0.06 100.00
4. Taxes and Duties 1.27 0.00 0.00 0.00 0.00 1.33 100.00
Subtotal (A) 15.98 5.65 35.35 7.03 44.00 3.30 20.65
B. Recurrent Costs
1. Project Administration 0.38 0.34 88.24 0.00 0.00 0.04 11.76
Subtotal (B) 0.38 0.34 88.24 0.00 0.00 0.04 11.76
Total Base Cost 16.36 5.99 36.61 7.03 42.97 3.34 20.42
C. Contingencies 2.00 0.87 43.50 0.77 38.50 0.36 18.00
D. Financing Charges
During Implementation 0.34 0.14 41.18 0.20 58.82 0.00 0.00
Total Project Cost 18.70 7.00 37.44 8.00° 42.78 3.70 19.78
% Total Project Costs 100 37.4 42.8 19.8

ADB = Asian Development Bank
¢ Based on first quarter 2010 prices.

® This amount also includes ADB's administration fee, audit cost, bank charges and provision for foreign
exchange fluctuations (if any), to the extent that these items are not covered by the interest and investment
income earned on this grant, or any additional grant contribution by the Government of Australia. In this case

the Government of Australia will provide $200,000 specifically for the administration fee.

Source: DDIS consultant estimates.
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42. The ADB and Government of Australia financing contributions would remain
unchanged at $7.00 million and $8.00 million respectively. It is proposed to reallocate the
$3.7 million Government’'s contribution to reduce its contribution under the civil works
category to offset the resettlement cost increase which is to be fully financed by the
Government. The loan and grant allocations under each cost items and the ensuing
financing percentages have been slightly adjusted to reflect the reduced contribution of the
Government to the civil works.

F. Proposed Revised Project — Implementation Arrangements
1. Implementation Period

43. While the civil works packages are unlikely to be completed by 31 June 2012, the
anticipated physical completion date due to longer than expected design period, the
proposed changes in scope do not affect directly the implementation period. Starting with the
mobilization of the DDI consultants in June 2009 and ending with completion of the routine
maintenance works, the Project is expected to be completed in the second half of 2012.

2. Procurement

44, The civil works contracts for NR33 section upgrading and development of the two
CBFs will be procured through international competitive bidding (ICB) procedures. The
proposed change in scope would only affect the contract packaging for the maintenance
component; it is expected that the NR3 routine maintenance demonstration project will be
implemented through one ICB contract. The procurement plan has been amended to reflect
the changes resulting from the proposed revised project scope.

3. Project Performance Monitoring and Evaluation

45, The monitoring and evaluation framework developed by the DDI consultant will be
amended to reflect the proposed changes in scope and incorporate the NR3 routine
maintenance as a new component. Likewise the baseline data will also be amended to
address the pre-project socio-economic conditions in the area served by the NR3 between
Kampot and Veal Renh.

G. Proposed Revised Project — Benefits and Impacts
1. Project Benefits and Beneficiaries

46. The economic viability of the proposed revised project has been reevaluated based
on updated investment costs and traffic data and considering VOC and travel time savings
as well as time and offloading savings at the borders with Thailand and Viet Nam.®> The
EIRR for the entire proposed revised project, i.e., NR33 section upgrading, routine
maintenance on NR3 and two CBFs, has been reestimated at 25%. Without taking into
account the savings in cross-border operations, the EIRR stands at 21% consistent with the
23% EIRR estimated in the 2006 project preparatory technical assistance (PPTA) report.®
Overall the results of the updated analysis are consistent with those of the 2006 PPTA but
differ from those established at Appraisal.” The VOC and travel time savings, and savings in
offloading operations and processing time at the borders used in calculating the as-
appraised 14% EIRR have been reviewed and reevaluated by the DDI consultants based on
recent traffic forecasts and found higher than anticipated at Appraisal; the savings resulting
from the Project, those related to VOC in particular, offset the increase in investment costs
and bring the EIRR to the level estimated during the PPTA.

® The economic viability of the proposed downsized project was evaluated in February 2010.

® ADB, 2006. Technical Assistance for preparation of the GMS Southern Coastal Corridor Project. Manila (TA
6235-REG, December 2006)

" RRP, Appendix 11
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47. Sensitivity tests show that the EIRR for the entire proposed revised project stands at
22% with a 20% increase in costs and 21% with a 20% decrease in benefits. A 20%
increase in costs combined with a 20% decrease in benefits would bring down the EIRR to
18%. The quantified economic benefits are quite robust and the proposed revised project is
economically viable.

2. Project Impacts

48. Social and Gender. The measures envisaged at Appraisal to address the potential
adverse impacts of the Project on the social environment will still be implemented under the
proposed revised project. The proposed change in scope will not affect the benefits
anticipated at Appraisal (para.22).

49, Resettlement. The resettlement activities from preparation of resettlement plans
(RP) to implementation of the same remain unchanged under the proposed revised project
scope. RPs for the NR33 section upgrading, and the CBFs are being finalized. The proposed
demonstration project for routine maintenance on NR3, to be considered by location a new
project component, will not require any land acquisition or resettlement; the proposed routine
maintenance works will be carried out along the existing road alignment within the existing
right-of-way. Routine maintenance consisting mainly of road pavement patching, cleaning
road shoulders, and cleaning road ditches and cross drainage structures, does not require
any land acquisition even temporary, nor does it affect built up areas.

50. Environment. The addition of the NR3 routine maintenance component to the
project scope does not result in any environmental issues. The routine maintenance will
have a positive impact on the environment as it will restore and maintain the capacity of the
drainage system and structures thus facilitating water flows and mitigate flooding resulting
from structures partially blocked by silt or solid waste.

H. Proposed KEXIM-financed Project

51. As mentioned earlier, the components proposed to be removed from the project
scope, i.e., NR33 bridge works and NR31 and NR33 road maintenance, are proposed to be
rescheduled under a KEXIM-financed project. Should this approach be confirmed, the
original scope of the Project would be implemented through two projects, one financed by
ADB-AuUsAID, the other by KEXIM. The rescheduling impacts on the as-appraised project
objectives, implementation arrangements and safeguards associated with the Project are
expected to be minor. Minimizing the impacts and ensuring consistency between both
projects would require that the optional KEXIM-financed project be developed and
implemented based on principles and criteria, especially with regard to the safeguards,
similar to those that governed the ADB-AusAID-financed project.

52. The environmental and social safeguard measures associated with the ADB-AusAID-
financed project should be implementable under the optional KEXIM-financed project in
accordance with KEXIM safeguard policy. The environmental impacts of bridge widening
and road maintenance works are limited and can be easily mitigated. Bridge and road
maintenance works will be implemented along the existing alignment and within the existing
right-of-way and thus land acquisition and resettlement would not be required. The social
issues, i.e., HIV/AIDS, human trafficking and gender, should be addressed through
awareness and prevention programs attached to the civil works contracts. These programs
should be developed and implemented in association with provincial and district Government
agencies and non-government organizations currently tackling these issues.
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Il PROJECT IMPLEMENTATION
A. Overall Implementation Progress

53. As of 30 June 2010 the Project was about 17% complete (Appendix 2). The
implementation is about 18 months behind schedule mainly due to (i) delayed recruitment of
the DDI consultant, (ii) larger than anticipated design activities for the CBFs, and (iiij) CBF
site location issues.® The Project is at detailed design phase. The detailed design and draft
bidding document for the NR33 section to be upgraded and the Lork — Ha Tien CBF have
been submitted to PMU-3 and ADB; comments from ADB received on 25 June 2010 are
being incorporated. The detailed design of the Koh Kong CBF is progressing but completion
is conditioned by the confirmation of the CBF location site which is yet to be acquired. An
updated project implementation schedule is in Appendix 3.

B. Implementation Progress by Component
1. NR33 Road Upgrading

54, Based on the topographical survey, the total length of the NR33 section to be
upgraded between Kampong Trach and Lork — Ha Tien at the Cambodia-Viet Nam border is
15.83 km, slightly more than the 15.10 km estimated at project appraisal. The existing
embankment will be widened to 11.0 m to accommodate a 7.0 m wearing course, 1.5 m
wide sealed shoulders and 0.5 m wide verges.

55. As of 30 June 2010 the detailed design and the bidding documents were complete.
All field works, i.e., topographical survey, soil investigations and material testing,
identification of borrow pits, have been completed. The cross and longitudinal drainage
structures have been designed based on the results of the hydraulic studies. The alignment
of the future paved road will follow the existing earth road, while the vertical profile will be
raised by about 1 m on average to meet hydraulic requirements. The pavement structure
that meets the Cambodian Pavement Standards consists of a sub-grade layer (20cm), sub-
base (32.5cm), base course (20cm) and double bituminous surface treatment as wearing
course. The existing 23 drainage structures (17 pipe culverts and 6 box culverts) will be
replaced and three new pipe culverts will be built. The existing steel bridge at the border will
be replaced by a 3-cell box culvert.

56. The NR33 section upgrading works will be procured through international competitive
bidding using postqualification of bidders. The contract will be established based on the ADB
standard form of contract for small works. The draft bidding documents along with drawings,
technical specifications, bills of quantities and general and particular conditions of contract
were first submitted to PMU-3 at the end of February 2010. Subsequently these were
amended to incorporate preliminary comments from the ADB Mission of April 2010. A
complete set of documents were resubmitted to PMU-3 on 10 May and to ADB for review on
12 May 2010. Final ADB’s comments on the draft bidding document were received on 25
June 2010; the bidding document will be revised accordingly in early July 2010; the call for
tender is expected to be launched in the first half of July 2010 with bid submission in the first
half of August.® Contract signing, issuance of the notice to proceed to contractor and
commencement of the 18-month works are scheduled in the first half of November 2010.

57. Based on a comprehensive unit rate analysis and the detailed design quantities the
cost of the NR33 upgrading works have been estimated at about $4.73 million excluding
taxes and duties and contingencies.

8 To meet the requirements of the Cross-Border Trade Agreement the CBF buildings are significantly larger than
expected (about 12,200 m? against 5.000 m? anticipated at Appraisal). The Lork CBF plot of land identified at
Appraisal was no longer available at project inception; the Koh Kong CBF site location was not delimited during
project preparation.

° Given the straightforward nature of the works ADB approved a bidding period of 42 days.
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2. Lork —Ha Tien — Cross-border Facilities

58. At Appraisal in 2006 the facilities at Lork — Ha Tien were expected to be developed
on a 4 ha plot of land located between the neutral zone and Lork village. Since then the
ground conditions have significantly changed. The neutral zone has been removed and the
border line between Cambodia and Viet Nam has been established and marked out by a
monument. A large hotel/casino and other private structures are being constructed along
the road, outside and inside the former neutral zone. Since demolishing these structures is
unlikely, the proposed new cross-border facilities have to be relocated. It is proposed to
relocate the facilities on a plot of land of about 4 ha within the former neutral zone; the
conceptual design has been prepared and approved by the Government on 2 February
2010. As of 30 June 2010 the detailed design of the Lork CBF along with bidding documents
was completed. The draft documents were submitted to PMU-3 on 27 June 2010. The CBF
works will be procured through international competitive bidding using postqualification of
bidders.

59. Based on the detailed design quantities of works the base cost' of the Lork CBF has
been reestimated at about $3.3 million which is about 20% above the estimate ($2.75
million) considered in revising the project scope™ and much higher than the estimate at
Appraisal ($1.39 million).The cost overrun is mainly due to increases in: (i) fill quantities for
reclaiming the land of the new CBF location, (ii) civil works costs as a result of inflation and
(i) structures and facilities to meet the minimum requirements of the GMS Cross-border
Trade Agreement. With regard to the latter, the CBF floor area is about 12,200 m? against
5,000 m? at Appraisal.

60. Following Government’s review, the draft bidding documents are expected to be
approved by ADB in the second half of September 2009. Civil works contract signing is
scheduled in the end of January 2011 and the commencement of the 18-month works in
early February 2011.

3. Koh Kong Cross-border Facilities

61. The conceptual design of the CBF at Koh Kong was not prepared during project
appraisal; likewise the location of the future facilities was not identified. It is proposed to
develop the Koh Kong border facilities on a plot of land belonging to a private resort located
some 100 m to the south of the border line between Cambodia and Thailand. Consultations
were held with the landowner in early June 2010. The original CBF draft conceptual design
was discussed during the meeting and the landowner suggested that the CBF site location
be slightly shifted to the west.

62. As of 30 June 2010 the Koh Kong conceptual design is yet to be approved by the
Government. Pending this approval the DDI consultant proceeded with the detailed design of
the facilities based on the proposed draft concept. The Koh Kong CBF detailed design is
about 30% complete.

63. To ensure timely completion of the design and bidding documents and timely
procurement of the civil works there is a need to expedite the review and Government's
formal approval of the proposed CBF location and conceptual design.

4. Road Maintenance

64. Pending ADB'’s approval of the change in project scope, the implementation of the
road maintenance component has been postponed; with ADB’s approval expected in early

10 Cost excluding taxes, duties and contingencies.

" proposed Revised Project Scope Report, June 2010, para. 40
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July 2010, the mobilization of DDI consultant maintenance team is scheduled in the end of
July 2010 to undertake the maintenance planning phase (para. 8 (i)); the planning phase
would be completed by mid-November 2010 with the issuance of the bidding document.

5. Environment

65. At Appraisal an initial environmental examination (IEE) was carried out for the
upgrading of the NR33 section between Kampong Trach and Lork — Ha Tien and the CBF at
the Viet Nam border. The environmental impacts associated with the NR33 upgrading works
occur mainly during construction; they will remain minor provided that mitigation measures
identified in the IEE are implemented. An environmental management plan (EMP) and
environmental monitoring plan (EMoP) have been prepared and will be implemented during
road construction. Relevant specifications have been incorporated in the tender documents
and special conditions of contract to ensure implementation of the EMP by the contractor.
The EMP and EMoP have been attached to the bidding documents.

66. An EMP and EMoP have been prepared for the Lork — Ha Tien CBF and submitted to
PMU-3 on 3 June 2010. No major environmental impacts are expected during construction
of the facilities. Those resulting from CBF the operation, mainly due to wastewater and solid
waste, have been addressed in the design; wastewaters will be treated through a water
treatment plant and solid waste will be collected and disposed to the Lork garbage dumping
site. The EMP and EMoP have been attached to the bidding document and relevant
specifications have been incorporated in the conditions of contract.

67. An IEE has been prepared for Koh Kong CBF and submitted to PMU-3 on 2 June
2010 and ADB on 17 June 2010. EMP and EMoP are being finalized and will be attached to
the Koh Kong CBF bidding document.

6. Resettlement
68. The resettlement plan (RP) prepared at Appraisal for the NR33 section to be
upgraded and CBF at Lork — Ha Tien have been updated. Table 6 summarizes the project

impacts in terms of resettlement.

Table 6: NR33 section Upgrading and Lork-Ha Tien Cross-Border Facilities
Updated Resettlement Plan

Affected Households/Businesses NR 33 Section Upgrading Lork-Ha Tien CBF
Affected households 623 15
Houses to be relocated 65 1
Businesses to be relocated 116 0

CBF = cross-border facilities

69. The updated RP submitted to PMU-3 on 22 April 2010 is being reviewed by the
Interministerial Resettlement Committee. The Government’s approval of the RP is expected
in early July 2010 and ADB’s endorsement by mid-July 2010. The RP cost for NR33
upgrading and Lork CBF has been reestimated at $3,00 million against $0.93 million at
Appraisal. The cost overrun is mainly due to changes in the demographic characteristics of
the affected households three years after the initial RP in 2006, increased value of land and
affected structures and increased number of assets, entitlements and sets of assistance.

70. The RP implementation including moving of affected households and businesses is
scheduled to be completed in the end of September 2010.

71. The preparation of the RP for Koh Kong CBF is pending waiting for the Government
decision on the CBF site location; Government’s decision is expected in early July 2010 and
following ADB’s endorsement of the RP, the land acquisition and resettlement is scheduled
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to be completed including moving of affected households and businesses in the end of
December 2010.

7. HIV/AIDS and Trafficking Awareness and Prevention Program

72. The HIV/AIDS and trafficking awareness and prevention program will be
implemented through three modules attached to the following civil works contract packages:
(i) NR33 road section upgrading, (ii) Koh Kong CBF and (iii) road maintenance. The module
to be implemented under the NR33 upgrading works will cover the road section between
Kampong Trach and Lork and the CBF building works at Lork — Ha Tien.

73. For each module, the awareness and prevention programs targeting the construction
workers and the local communities bordering the construction sites will be implemented
concurrently with the civil works by a service provider to be recruited under the civil works
contract. Technical specifications and bill of quantities will be attached to the civil works
bidding document. Also, the bidders will be requested to submit with their bids the service
provider name, references and a form of association agreement. The DDI consultant as part
of construction supervision duties will assist the social and environment unit (SEU) of PMU-3
in monitoring the implementation of the awareness and prevention program. The Provincial
and District Committee for the Control of AIDS will be closely associated to the program
detailed development and implementation.

74. Separate reports have been prepared by the DDI consultant to provide (i) an
assessment of the social issues, HIV/AIDS, trafficking and gender, in the subproject areas
(i) the program outline and (iii) the module cost estimate. The reports for Kampot Province
and Koh Kong Province were submitted to PMU-3 on 7 and 10 May respectively; following
the ADB and AusAID’s review the reports are being revised to incorporate the financiers’
comments. The cost of the Kampot module (NR33 upgrading and Lork CBF) is estimated at
about $73,000, while the cost of the module to be implemented concurrently with the Koh
Kong CBF construction is estimated at about $64,000. The report dealing with the
awareness and prevention program associated with the road maintenance works is being
prepared and expected to be submitted to PMU-3 in the end of July 2010.

8. Consulting Services

75. The consulting services for detailed design and implementation were contracted to
Egis-Bceom International in association withy Khmer Associates Consulting Engineers Co.
Ltd.,, Key Consultants Cambodia, Khmer Consultant Engineering Corporation Ltd., SBK
Research and Development, and VIDO Engineering Consultant Co. Ltd. The contract was
signed on 21 May 2009 for a total amount of $1,988,400 equivalent (€252,617 and
$1,807,930). The consultant team was mobilized on 15 June 2009 with the fielding of the
team leader. At the request of PMU-3 the mobilization of the bridge engineers and
maintenance team was postponed pending a decision on the proposed change in scope.

76. The DDI consultant will assist PMU-3 with the implementation of the Project.
Consulting services will cover: detailed design of the project facilities, preparation of bidding
documents, assistance with procurement of civil works contracts, planning and
implementation of a maintenance demonstration project, construction supervision and,
development and implementation of a monitoring and evaluation program. Also, the
consultant will assist PMU-3 with resettlement planning and implementation, development
and implementation of environmental mitigation plans and development and implementation
of an HIV/AIDS and human trafficking awareness and prevention program.

77. At contract signing the consultant staff inputs consisted of (i) 20.00 person-months of
international consultants and 112.00 person-months of national consultants for the design
phase and (ii) 27.00 person-months of international consultants and 214.00 person-months
of national consultants for the construction supervision phase.
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78. Since June 2009, the consultant team’s activities focused on the detailed design of
the NR33 upgrading and CBFs and associated activities and components, i.e., field works,
environment, resettlement and HIV/AIDS and trafficking awareness campaign. Appendix 4
summarizes the actual international and national consultant’'s inputs as of 30 June 2010;
international and national inputs stood at 15.51 person-months and 112.20 person-months
respectively.

79. The DDI staffing requirements have been updated to meet the design and
procurement requirements of the proposed revised project scope (excluding the original
bridge repair and widening component, para.4(ii)) until award of the last civil works contracts
(including the maintenance contract) expected in the second quarter 2011. Over the
remaining design period 6.82 person-months of international consultant and 25.00 person-
months of national consultants would be required. Based on the above actual and
anticipated inputs the remuneration costs over the entire project period have been re-
estimated at €234,025 and $1,146,804; it is proposed that these increased remuneration
costs be compensated through savings under the provisional sums for investigations and
surveys, and workshops and trainings; the total cost of DDI services would remain within the
original contract amount of about $2.12 million (Appendix 5).

80. By 30 June 2010, the following reports were prepared by the DDI consultant and
submitted to PMU-3.

Table 7: Report Submission

Report Submission to PMU-3
Proposed Revised Project Scope 4 May 2010
Revised Inception Report (Version E) 9 June 2010
NR33 Upgrading — Bidding document 10 May 2010
Lork — Ha Tien CBF — Bidding Document 21 June 2010
Updated Resettlement Plan — NR33 and Lork — Ha Tien CBF 22 April 2010
NR33 — EMP and EMoP 10 May 2010
Lork — Ha Tien — EMP and EMoP 3 June 2010
Koh Kong CBF — Initial Environmental Examination 2 June 2010
HIV/AIDS and Trafficking Prevention Program — Kampot Province 7 May 2010
HIV/AIDS and Trafficking Prevention Program —Koh Kong Province 10 May 2010
Monitoring and Evaluation Program 6 May 2010

CBF = cross-border facilities, EMP = environmental management plan, EMoP = environmental monitoring plan

9. Project Monitoring and Evaluation

81. With the assistance of the DDI consultant the Project will develop a project
monitoring and evaluation system. The computerized project performance management
system (PPMS) will provide information on project physical and financial progress and
procurement processes. The evaluation program will be developed based on the pre- and
post-project conditions with the objectives of assessing the project impact and likely outcome
as anticipated at Appraisal as identified in the project design and monitoring framework.

82. The PPMS is being developed to monitor (i) the physical progress under each project
component, identify implementation issues and follow up on remedial actions and (ii) the
project and subproject cost, financial status of the project as a whole and for each project
component, and the loan and grant funds. As of 30 June 2010, the computerized system is
being developed as reporting tool producing monthly and quarterly reports.

83. The project performance evaluation system will compare and analyze the values of a
set of indicators in the pre- and post-project implementation phase. A monitoring and
evaluation (M&E) program along with a set of indicators has been prepared and submitted to
PMU-3 on 6 May 2010. ADB and AusAID have reviewed the M&E report and their comments
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will be incorporated in a revised report scheduled to be submitted by 15 July 2010. The
baseline data related to traffic and vehicle operating costs have been collected; the

socioeconomic baseline survey is being conducted; the baseline data report is scheduled to
be issued by 20 July 2010.

84. As part of the monitoring and evaluation component, a website has been developed,
www.mpwt.gov.kh/externalfund/SCCP. The site development is still in progress, the
subpages starting with the revised project scope, have to be developed. Government’s and
ADB'’s decision on the proposed revised project scope are required to enable the consultant
to further develop the website and capture information on project progress.
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V. ISSUES - RECOMMENDATIONS

85. The major issue the as-appraised Project is facing is a cost overrun of about 46%
mainly due to price escalation and increased quantities of works. Keeping the project cost
within the original financing scheme requires a downsizing of the project scope; the
proposed change in project scope consists of removing from the original scope the NR33
bridge repair and widening component and redesigning the maintenance works to be
implemented under the demonstration project. The cost of the proposed revised project is
estimated at $18.70 million of which $15.00 million would be financed by ADB and the
Government of Australia, the $3.70 million balance being provided by the Government.

86. As of 30 June 2010, ADB and AusAID were processing the Borrower's request for a
change in project scope; the financiers’ decision on the proposed revised project is expected
in early July 2010.

87. The cost of the proposed revised project is likely to increase further; based on
detailed design quantities available in June 2010, the cost of the cross-border facilities at
Lork — Ha Tien, and the NR33 and Lork CBF resettlement plan have been reestimated
upward at $3.30 million and $3.00 million respectively.™

88. The project implementation is about 18 months behind schedule mainly due to (i)
delayed recruitment of the DDI consultant, (i) larger than anticipated design activities for the
CBFs, and (iii) CBF site location issues.

89. To address the cost overrun issue there is a need to closely monitor the project cost;
the cost estimate will be updated based on the actual contract price upon award of civil
works contract. Cost overrun, if any, and implications on the financing will be analyzed and if
required, the project scope will be reconsidered.

90. To avoid further implementation delay it is recommended to expedite the following
activities:

(viii)  Financiers’ approval of the proposed change in scope;

(ix) Site location of the Koh Kong CBF;

x) Preparation of the resettlement plan for Koh Kong CBF;

(xi) Government and financiers’ approval of the resettlement plan for NR33
section upgrading and Lork CBF;

(xii)  Implementation of the resettlement plan starting with the NR33 section to be
upgraded;

(xiii)  Implementation of the resettlement plan for Lork CBF; and

(xiv)  Issuance of the bidding document for the NR33 section to be upgraded.

12 pgainst $2.75 million CBF estimated cost in April 2010 and $0.93 million for the RP cost estimate at Appraisal.
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GREATER MEKONG SUBREGION — SOUTHERN COASTAL CORRIDOR PROJECT
ORIGINAL DESIGN AND MONITORING FRAMEWORK

Design Summary

Performance Targets/Indicators

Data Sources/
Reporting
Mechanisms

Assumptions
and Risks

Impact
¢ Promotion of
economic growth

in the project area

Average per capita income in Project-
affected provinces will reach the
national average within 5 years of
Project completion;

National and
regional economic
data and
statistics.

Assumption

GMS CBTA is fully
implemented

and GMS by ¢ Total trading volume between International trade
strengthening Cambodia and Viet Nam will double 5| statistics.
connectivity with years after Project completion. Baseline and ex-
neighboring post surveys of
countries and household income
increasing levels in project-
competitiveness. affected areas;
Project completion
report and benefit
monitoring and
evaluation
Outcome ¢ Reduction in passenger and freight Baseline traffic Assumptions

¢ Reduce transport
times and costs,
and induce more
efficient
movement of
passengers and
goods within the
Project area and
between GMS

vehicle operating costs by an
average of 30%, in real terms, within
5 years of Project completion

Traffic on improved roads increases
by 40% from 2008 baseline within 2
years of project completion
Cross-border processing times of
under 0.5 hours for passengers and
under 2.0 hours for freight by project

and transport cost
data

Traffic counts at
border crossings
and strategic
points in the
transport network
Customs statistics
Field surveys and

L]

L]

GMS CBTA is
implemented at pilot sites
Reciprocal operating
permits are granted to
commercial passenger
and goods vehicles

Risks

Harmonized cross-border
inspection procedures

countries. completion interviews of road are not implemented
« Maintenance budgets based on transport effectively
market rates for activities operators and o Lack of maintenance
road users funds and capacity to
Rogd plan and manage road
maintenance maintenance effectively
budget allocation
and expenditure
reports
Outputs Assumptions

1. Completion of
the road and
bridge
improvements
enabling
unrestricted
passenger and
freight transport

2. Border facilities
constructed

3. HIV/AIDS and
trafficking
awareness and
prevention
programs
completed on
the project road

4. Cambodia
Maintenance
Demonstration
Project
completed

Improve 15 km of NR33; replace 24
bridges and culverts on NR33; and
construct border facilities at Koh
Kong and Lork-Ha Tien

Finalization, approval, and
implementation of resettlement plans
and environmental management
plans without delays

Civil works contracts awarded within
9 months of invitation for bids
Project-specific web pages
established and procurement
information made available to the
public

Unexploded ordnance (UXO) cleared
prior to start of civil works
Completion of civil works contracts
on schedule, in compliance with
conditions of contract and all defects
rectified by end of defects liability
period

All vulnerable groups and contractor
personnel have participated in
HIV/AIDS and Trafficking Awareness
and Prevention Programs

Resettlement
monitoring reports
Civil works bid
evaluation and
award of contract
reports

Monthly and
quarterly progress
reports

Project
completion report

Procurement processes
ensure bidders are
qualified

Quality management and
cost control of civil works
are effective

Provincial authorities
have the capacity to
manage resettlement,
environmental
management, and social
action plans

Risks

Insufficient number of
bids are received from
qualified, eligible bidders
Major risk of corruption
and fraud in the
procurement process
Delays in completion of
procurement or
resettlement delay start
of construction
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GREATER MEKONG SUBREGION — SOUTHERN COASTAL CORRIDOR PROJECT
ORIGINAL DESIGN AND MONITORING FRAMEWORK

Design Summary

Performance Targets/Indicators

Data Sources/
Reporting
Mechanisms

Assumptions
and Risks

Road safety audits undertaken
during detailed design and road
safety awareness programs
undertaken during construction
period

Periodic and routine maintenance
contracts awarded after competitive
bidding and completed in Cambodia
Market rates established for
maintenance activities in Cambodia

e Increased construction
and resettlement costs
reduce the scope of work
achievable within the
Project

o Contractors fail to
perform as required;

e Increased number and
severity of road accidents




GREATER MEKONG SUBREGION — SOUTHERN COASTAL CORRIDOR PROJECT
Project completion Rate
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As of 30 June 2010
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GREATER MEKONG SUBREGION — SOUTHERN COASTAL CORRIDOR PROJECT
Project Implementation Schedule

As of 30 June 2010

Loan closing date 31 December 2012
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GREATER MEKONG SUBREGION — SOUTHERN COASTAL CORRIDOR PROJECT
Civil Works Packages — Implementation Schedule

As of 30 June 2010

U-3

Loan closing date 31 December 2012




ADB Loan 2373(SF)-CAM: GMS Southern Coastal Corridor Project Appendix4  :
Progress Report No.9 June 20:

Detailed Design and Implementation Consultant — Staffing Schedule — International Consultants

T T :

e
i

R :

Detailed Design and Implementation Consultant — Staffing Schedule — National Consultants

Detailed Design and Implementation Consultant
Egis-Bceom International in Association with KACE, KCC, KCEC, SBK R&D and VIDO EC
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Appendix 5 2

Detailed Design and Implementation Consultant — International Consultants’ Remuneration
Detailed Design Phase
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Appendix 5 2

Detailed Design and Implementation Consultant — National Consultants’ Remuneration
Detailed Design Phase

Detailed Design and Implementation Consultant — Out-of-Pocket Expenses
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Progress Report No.9 June 20:

Foreign Currency Costs
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Detailed Design and Implementation Consultant — Out-of-Pocket Expenses
Local Costs

Detailed Design and Implementation Consultant
Egis-Bceom International in Association with KACE, KCC, KCEC, SBK R&D and VIDO EC
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Progress Report No.9 June 20:

Detailed Design and Implementation Consultant — Out-of-Pocket Expenses

Detailed Design and Implementation Consultant
Egis-Bceom International in Association with KACE, KCC, KCEC, SBK R&D and VIDO EC
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Progress Report No.9 June 20:

Provisional Sums

Detailed Design and Implementation Consultant
Summary Contract Costs

Detailed Design and Implementation Consultant
Egis-Bceom International in Association with KACE, KCC, KCEC, SBK R&D and VIDO EC
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Detailed Design and Implementation Consultant
Egis-Bceom International in Association with KACE, KCC, KCEC, SBK R&D and VIDO EC



