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FROM :Additioal Secretary[WBIDB EAD FAX NO. @51 9218976 Oct. 25 2085 @6:57FM Pl
No. 2(20)IFAD/05
GOVERNMENT OF PAKISTAN
MINISTRY OF ECONOMIC AFFAIRS AND
STATISTICS

(ECONOMIC AFFAIRS DIVISION)

Teleg: ECONOMIC
Telex : ECDIV: 05-834
Phone:9206556
Fax.9210734 & 9205971
Section Offlcer

SUB: |FAD EARTHQUAKE - REHABILITATION PROGRAM (ERP)_IN
PAKISTAN

Islamabad, October 18, 2005

AKISTAN
Dear Mr. Nigel,

Thank you very much for IFAD's concem and condolences on the
earthquake losses in Pakistan. In the earthquake hit area, IFAD have three
ongoing projects out of which GOP intends to utilize SDR 24 million towards
rehabilitation of these areas through re-allocations as per following break-up:-

8. No. | Name ot the Project | Date of Total Balance as Proposad
Loan Commltment on 30.8.2005 | reallocation
singing (SDR million) {SDR million) [ (SDR million)
1. AJK CGommunity 2.3.2004 15.26 13.7 12
Development Project

2, Northem Areas 20.5.1998 10.78 6.7 4
Development Project

3. NWFP Barani Area 16.8.2001 11.15 Q.7 [}
Devslopment Project

2, It is requested that IFAD may please consider the above changes and

revise the respective loan agreements accordingly as per strategic programming
framework for rehabilitation. Furthermore, the Govemment of Pakistan kindly
request IFAD to prepare an earthquake rehabilitation project on a priority basis,
for presentation to IFAD's Executivse Board in April 2006.

With regards,

Mr. Nigel Brett

Country Manager

Asla and the Pacific Division
IFAD Rome, Italy.

BIDOHFAD 65 &4 inqunher

FaxND 002 -0~ 54593519
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FROM :Additical SecretarylWEIDE EAD  FAX MO, @51 9218976 Ost. 25 2005 06:58PM P2

IFAD Earthquake Rehabilitation Programme(ERP) in Pakistan
A Strategic Programmatic Framework for Rapid Responye

Al The Earthquake

A 7.6 magnitude carthquake that struck close fo Muznffarabad in Pakistan
administered Kashinir at 03,50 GMT on Saturday 8 October has caused widespread
devastation. Reports of damage are being filed by the hour and hence it is difficull to
gel a clear picture of the situation, However an 11 Octoher (he following was
reportcd. The main arcas affected ate in the north of Pakistan, Pakistan administered
Kashmir has been the hardest hit region, with entirc villages wiped out und much of
the province's capital Muzalfarabad destroyed. ‘The towns of Bagh and Rawalakot
have also been badly affected. Landslides huve blocked roads leading into the area,
power and water supplies are cut olf, telephone conncctions down and hospitals and
schools destroyed. The official death toll for Pakistan on 17 October was reported at
42,000, however the figure is rising hy the day. In Muzaffarabad alone more than
15,000 have been confirmed dead.

B. TFAD projects active in the carthquake reglon

TFAD has three ongoing projects in the eurthquake zone, with combined available
loan resources totalling SDR 30 million. Two of these projects are TFAD initiated and
one it AsDB initiated and 1FAD co-(inanced.

¢ Loan number 625 PK: IFAD financed AJK Community Developmen( Project
(AJKCDP); Approved Dec 2003; Loan SDR 15,25 million; Closing date — 31
Mareh 2012; C ilable k]

* Loan number 453 PK: [FAD financed Notthern Arens Development Project
(NADP); Approved Sept 98; Loan SDR 10.75 million; Closing date - 31
December 2007; Current gvailable halanve SDR 5,718 million,

¢ Loan number 458 PK: AsDB/IFAD financed NWEP Bamni Arcs
Development Project (NWFPBADP); Approved 26 April 2001; Loan SDR
11,15 million; Closing date = 31 December 2009; Current ayailable balance

SDR 9.7 million
C. A Strategic Programmuatic Framework for Rapid Responsc

It is proposed that ITAL) respond to the earthquake with a consolidated Farthquake
Rehabilitation Programme (FRP), The ERF would be characterized by the following
features:

* ERP implementation would be fully in coordination with Government and
NGO efforts to bring rapid posi-carthquake rehabilitation of livelihoods in the
earthquake zone,

¢ ERP implementation would be through the three established IFAD project
management systems already in place in the earthquake zone, and would fall
within the context of (he existing project loan agreements. The PMUs of the
three ongoing projects would seek to coordinate with each-other on a regular
basisg;
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FROM 'Additioal SecretaryllBIDE EAD  FAX NO. @51 9219976 Oct. 25 2005 06:5S8PM

P3

s The Government of Pakistan would seek to expodite any revigion of nalional
PCI planning documents for (he 3 ongoing projects to ensure that funds can
eagily to transferred by project managers to those cxpenditwre categories
which are most in demand:

*  If necessary, the Government of Pakistan would provide senior level divection
to the 3 Project Directors of (he ongoing projects in terms of coordination and
expenditure priorities;

* The overall geogruphic focus of (he ERP would be on existing IFAD project
areas in Northern Areas, NWEP and AJK;

¢ A specific geographic focus of (he ERP on a limited number of hard-hit
communitics to ensure maximum impact;

*  The exact location of selected villages for rehabilitation under the ERP will be
decided by the PMU staff of ongoing IFAID projects in the carthquake zong, in
coordination with the Government led recovery efforts;

* [RPfinanced interventions in the selected villages would most likely focus on
rehabilitation of key essential infrastructure, for example schools, hcalth
clinics, roads, drinking water supplies and other essential village
infrastructure,

¢ Other “rehabilitation” activities which are accommodated by the existing
project descriptions in the IFAD project loan agreements would also be
eligible for funding (for example microfinance, capacity building etc);

* The precise nature of infrastructure rehabilitation would reflect the community
requirements following consultation with affected communities;

¢ Implementation of infrastructure rehabilitation activities would follow a
streamlined flexible approach, with the PMU’s having freedom to contract
Gavernment, NGO or private sector service providers as needed;

*  The originally proposed community contributions of 20% for project financed
infrastructure would be waived;

* To ensure rapid implementation, the Authorized Allocations in the Project
Spectal Accounts would be revised upwards;

¢ To ongure smooth progurement processcs, the ceiling on local shopping und
the floor on local competitive bidding could be raised significantly;

* [FAD agrec that up to SDR 24 million could be made available to finance (he
ERP activities from ongoing IFAD projects,

¢ IFAD financing of the TRP would be drawn from existing projects, through
refocusing of existing projects and amendment of existing loan agreements.
The details of the individual loan amendment proposals are surmmarized
below,

D, Requested Amendment of Loan Agreement for NADP;

The NADP is due to close in December 2007, At current dishursement rates, an
amount of SDR 4 million was due to be cancelled from this project at closurc, Tf is
proposed that this amount b retained by the project as “new funds™ for earthquake
tchabilitation.

ILis proposed that earthquake rehabilitation work be funded under the existing project

description In the project Loan Agreoment, in particular (but not limited to); (i)
Schedule 1, Part B of the T.oan Agreement — Village Infrastructure Development (inc],
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FROM :Additioal Seoretary(WBIDE EAD  FAX MO, :@51 9218976 Oct, 25 2005 @6:59PM_P4

mlmblilitnrion' oflin-igution land, upgrading of tracks and link roads, river village water
supplies, sanitation, ete) and (if) Schedule 1, Part D of the 1.oan Agreement - Valley
Rouds (incl. upgrading of pony roads (0 jeep roads, and of jeep roads (o lorry rouds),

It is proposed that the following additional words — see bold italics - be included in
para 1 of Schedule 1 of the Loan Agreement: *...a core Project area (Chilas and
Darel/Tangir sub-divisions of Daimer district and any sub-divisions of the Northern
Areas requiring rehabilitation as a result of the October 2005 earthquake) 1o
complole coverage of the Northern Areas..”

While it is difficult to predict the damage in the project area, it is proposed that up Lo
SDR 4 million of the existing available un-disbursed loan could be made available as
necessary for carthquake related rehabilitation work in the project area — ie. the
Northern Arcas, This re-orientation of project focus would need a slight amendment
to the existing Schedule 2 of the loan agreement for the project, as the key categories
of the ERI will likely be civil works, The proposed amendment is summarized below,

Clureent lonn stutwy as of 10 October 2008

Allecated  (SDR)  Disbursad (SR} Available (SDR) Keallocation (SDPK)

Clvib Wurks GAG0000 PAGERE 4,524,453 THU0H00
Vehicles, Equipmant, Materinl 650,000 446,484 193,115 750,000
Training, T'A. Studies 1,280,000 471,149 A0A 440 BOGM0
Operatiig Conls 1,380,000 661,970 718020 1.200.400
Unallocated 550,000 0 30000 2000060
Authorized Alloeation 1,074,006 =1.074.006

Toml 10.750.000 5,031,566 5718443 10,750,000

Tt is proposed that an additional paragragh be inserted into Schedule 4 of the loan
agreement as follows, A new para 14 to be inserted after current para 13, The new
para (0 vead as follows:

“14 Earthquake rehabilitation: The praject will also provide livelihood support and
rehabilitation  for community infrastructure damaged by the October 2005
earthquake. Such rehabilitarion  work will  follow a streamiined  selecrion,
development and implementation procedure, and will not require a community
contribution to the cost. The PMU will be empowered to contract Government
agencies, NGOs or private séctor operalors as appropriafe 1o impiement the
rehabilitation work”

In order for the project to operate more flexibly, and to disburse funds more yuickly,
the following additional changes in the loan agreement for NADP are proposcd:

e Increase in (he Authorized Allocation in (he project Special Account from
USD 1.5 million to USD 2 million;
*  Interms of procurement:
o an increase in the limits for local competitive bidding from (i) more
than USD 10,000 and less than USD 500,000 1o (i) more than USD
100,000 and Iess than USD 500,000,
o An increase in the limits for local shopping from (i) less than USD
10,000 o (if) less than LIS 100,000,
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E. Requested amendment of Loan Agreement for AJK CDP

The AJK CDP was declared effective in Scptember 2004, The MU has only just
been set up and is located in Muzaftarabad. It is too early to confirm the extont of the
damage on the PMU and the degree to which staff huve been injured or killed. It is
proposed that up to DR 12 million of the existing available un-disbursed loan could
be made available as required to the Government for enrthquake related rehabilitution
work in the project area - je, AJK.

Itis proposed that earthquake rehabiliiation work be funded under the existing project
description in the Loan Agreement, in particular (but not limited to): Schedule 1, Part
B 7.2 - Infrastruciure Development (inel. clinics, primary heaith care and sanitation
facilitics, drinking water aupply, village/primary schools, iirigation facilities, mini-
dams, (ube wells, footbridges, roads and bridges, etc).

On¢ minor change (o the Schedule 1 of the Loan Agreement would bo needed.
Paragraph 1 of Schedule | should he worded as follows (additional text shown in bold
italics),

*....duily transportation (“the Programme Area™). The Programme will alse Jocus on
any communitics in ATK requiring rehabilivation as & resnls of the October 2005
earthquake.”

The loan is only just heginning to dishurse, The categoty likely to be drawn down for
carthquake rehabilitation work would be “civil works". A slight amendment to the
Scheduled 2 is therefore proposed.

Current lonn status 45 of 10 October 2005

Allouated  (SDR)  Dishursed (SDH) Available (SDR) Reullocntion (51R)

Civil Warks 4,420,000 4 4,420,000 9,000,000
Vohiclos., Hauipment. Material 300,000 0 300,000 00000
NGO contracts, Training 2,600,000 £3%,308 2061681 1.500,000
Demonstraiiin, Rescarch 2.890.000 4 290,000 L0000
Finaneinl Services 2,530,000 0 2,530,000 1,700,000
Community Dev Fung 480,000 o 350,000 350,000
Salaries, Allowances ¥30,000 [} 820,000 850,000
Unalloented 550,000 0 420,000 S5O0
Authortzed Allocalion W5 97,383

Fodu) 15,250,000 1,538,662 [ENJERRY 15.250.000

It is proposed that an additional paragragh be inserted into Sehedule 3 of the loan
agreement as follows. A new para 9.5 to be inserted after current para 9.4 of Section 9
Infrastructure. The new para to read as follows:

“9.3 Earthquake rehabilitation: The project will also pravide livelihood support and
rehabilitation for community infrastructure damaged by the October 2005
earthquake.  Such  rehabilitation work will Jottow a  sweamiined  selection,
development and implementation procedure. and will net require 4 community
contribution to the cost. The PMU will be empowered to contract Government
agencies, NGOs or private sector operators as appropriate fo implement the
rehabilitation work”
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FROM :Additioal SeoretarylWBIDE EAD  FAX MO, @51 9218976 Oet. 25 2005 B6:59PM P&

In order for the ptojeot to operaic more flexibly, and (o disburse funds more quickly,
the following additional changes in the loan agreoment for ATKCDP are proposed:

¢ Inerease in the Authorized Allocation in the project Special Ace
USD 1.5 million to US1 2 million; s TR
¢ Interms of procurcment;
© an increase in the limits for local competitive bidding from (i) more
than TUSD 10,000 and less than USD 200,000 1o (#) more than USD
100,000 and less than USD 200,000,
O An increase in the limits for local shopping from (i) less than USD
10,000 to (i) less than USD 100,000.

F.  Requested amendment of loan agreement for NWIFBADP

‘The NWFPBADP was declared cffective in May 2003. Tt is an AsDB initiated projeet
and is co-financed by IFAD, In anticipation of discussions between IFAD and AsDB,
a preliminary proposal is presenicd that up to SDR 8 million of the existing available
un-dishursed loan could be made available as required to the Government for
carthquake related rehabilitation work in the project arca - e, those areas of NWFP
that are most atfected, such as Mansehra and Abbotlabad,

It is proposed that earthquake rehahilitation work be funded under the existing project
description in the Loan Agrecment, in particular (but not limited to): Part 1) para 13 of
Schedule 1 — Participatory Smallscale Infrastructure Development (incl, drinking
water, Touds, etc). The loan is only just beginning to dishurse, and as the categories
likely to be drawn down for earthquake rehabilitation work such as “civil works™ are
well resourced, there would be no need for an amendment in the Schedule 2 of the
loan agreement at the present time. An amendment might be required in the future
following TFAD discussion with AsDB, should more funds bo required in any

particular category,

Curventloin stutus as of 10 October 2008

Alloeated  (SDR)  Disbursed (SDR)  Availahls (S19R)

Civil Works = distrlet ronda 1.970,000 16922 1,083,077
Civil Warks community 1,790,000 131,384 LAsB.6I%
Civil Warks Buiilding works TG00 82933 47,068
Vguipment, Mislerinl 430000 15370 414,629
Yahigies 200,000 R2.067 102,932
Consultants, NGO gontraets 1,140,600 208,371 1,201,679
Tralning, Demonstration, Kevenrch 080,000 180,132 HOLKAT
Fiinaticinl Services | 1,130,000 0 130,000
Finuneinl Sorvices 3 140,000 0 10,000
Incramaital Opeoruling Conts 1,630,000 195,814 1.434.185
Allownnees 170,000 12,632 187,367
Unalloited 1.070,000 ] LO70,000
Authorized Allocation 512,043 -512,043
l'otal L ES0000 443,622 9.706.377

Tt is proposed that an additional paragraph be insorted into Schedule 3 of the loan
agreement as follows. A new para 16 of Schedule 11T o e inserted after current para
15. The new para to read as follows:

L
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“16 Larthquake rehabilitation; The project will also provide livelthood support and
rehabilitation for community infrastructure damaged by the October 2005
carthquake. Such rehabilitation work il Sollow a streambined selection,
development and implementation procedure, and will not require @ community
contribution to the cost. The PMU will be empowered to contract Government

agencies, NGOx or private secior operators as appropriate o implement the
rehabilitation work”

[n order for the project to operate more flexibly, and to disburse funds more quickly,
it is proposed that the Authorized Allocation in (he project Special Account be
increased from TISD 1.5 million (o LISD 2 milljon.
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