

Department for the Development of Drinking Water Supply and Wastewater Disposal under the Ministry of Water Resources, Agriculture and Processing Industry of the Kyrgyz Republic
Project Coordination Unit
Water Supply and Sanitation Universal Access Program - Phase 1
TERMS OF REFERENCE
for the provision of consulting services Independent Verification Agent (IVA)

Introduction 

[bookmark: _GoBack]The Cabinet of Ministers of the Kyrgyz Republic is implementing Phase I of the Water Supply and Sanitation Universal Access Program (WASUAP-1 or the Project) with financial support from the World Bank, the Asian Infrastructure Investment Bank (AIIB), the Organization of the Petroleum Exporting Countries (OPEC) Fund, and the Swiss Agency for Development and Cooperation (SDC). The Program aims to expand access to water supply and sanitation services and improve the efficiency of service delivery in selected districts of Kyrgyzstan. The Department for the Development of Drinking Water Supply and Wastewater Disposal (DDWSWD), under the Ministry of Water Resources, Agriculture and Processing Industry of the Kyrgyz Republic, is responsible for the overall implementation of the Project through its Project Coordination Unit (PCU). The Project consists of four components, namely: (i) water supply investments, (ii) sanitation development, (iii) a performance-based service improvement program, and (iv) program structuring, management and institutional development.
The Project Development Objective (PDO) aims to:
The project development objective (PDO) is to increase access to WSS services and improve the service delivery capacity in selected areas of the Kyrgyz Republic.
The Project will improve resilience to climate change exacerbated droughts and floods, with a focus on three strategic areas: (i) establish a framework for accelerating WSS infrastructure investments and capacity development in the country; (ii) progressively develop climate-resilient WSS infrastructure and enable water supply access in unserved settlements of the Kyrgyz Republic, and (iii) test and quick start the implementation of a performance-based grant financing mechanism to incentivize service delivery efficiency and enable climate adaptation. 
The Project is expected to benefit more than 450,000 people residing in 126 participating rural villages and small towns in Chui, Issyk-Kul, and Osh regions. The majority of beneficiaries within the Project areas will be provided with access to piped water services through a new household connection, and 19,000 people will benefit from household sanitation interventions. Approximately 115,000 people (mostly children) will directly benefit from investments in sanitation facilities and associated hygiene and behavior change interventions in schools, and in other eligible public institutions (for example, health clinics). 
Under component 3 the Project aims to improve water supply and sanitation (WSS) services by providing district water and sanitation service providers (DWSSPs) with performance-based grants (PBGs) to incentivize improved WSS services and enhance their sustainability. The PBG program will cover initial activities, as well as operational and structural investments that are crucial to ensuring the operational and financial efficiency of DWSSPs and the resilience of water supply systems to climate change. The DWSSPs will be established in the target districts of the Project (the list of the districts is given in Section 6 of these TORs) in accordance with the legislation through creation of a new legal entity or selection of among existing institutional models (municipal enterprises or other models) up to decision of the respective local authorities of each of the districts. 

The PBG program consists of a fixed part of the grant linked to the fulfillment of certain institutional preconditions during the first 18 months of project implementation, and a variable part linked to service delivery performance indicators and actual revenues generated by the DWSSP throughout the project implementation period.

Grant allocation will undergo two verification procedures:
1. Technical verification to confirm the achievement of the indicators in the performance scorecard.
2. Financial verification to confirm the level of tariff revenues collected at the district level.

Successful technical verification will be followed by financial verification. Successful financial verification will result in the transfer of the variable part of the grant to the DWSSP's account.

These Terms of Reference (TORs) were developed by the DDWSWD PCU under the Ministry of Water Resources, Agriculture and Processing Industry of the Kyrgyz Republic in order to engage a consulting company to conduct independent verification/inspection.
[bookmark: _Hlk214317544]
Assignment objective 

The objective of the consultancy assignment is to provide verification and financial audit services for water supply and sanitation services provided by eight (8) targeted DWSSPs (in Ak-Suu district of Issyk-Kul oblast (region), Aravan, Alai, Kara-Kulja, Kara-Suu and Uzgen districts of Osh oblast, Panfilov and Sokuluk districts of Chui oblast) for the awarding of Performance Based Grants (PBGs) under the Project.

Scope of consulting services

The Independent Verification Agent (IVA) will assist the DDWSWD in verifying the indicator values ​​in the Performance Scorecard (see Annex 1) and issue a Verification Report for each DWSSP.

The overall responsibility of the IVA is to confirm the indicator values ​​specified in the Performance Scorecard. The IVA must thoroughly analyze the reported indicators and participate in a neutral manner in activities aimed at identifying potential discrepancies. This includes, among other things, a technical review of the submitted assessments, sample surveys of groups of consumers, and inspections of the water supply network and connections (see Section 6).


The IVA shall perform the following activities: 

1. Conduct a documentary review of all relevant documents submitted by the DWSSP. 
2. Conduct sample surveys of household water connections to an extent sufficient to obtain statistically significant results, and in no case exceeding ten percent (10%) of users.
3. Participate in physical on-site inspections of water intakes, pipelines, pumping stations, treatment facilities, etc. 
4.  Confirm the fulfillment of the service delivery indicators for each DWSSP and the level of revenue collected (the basis for calculating the PBG) based on an audit of the revenues (tariffs/fees) credited to the DWSSP's own account for water supply and sanitation services.


Following the establishment of the DWSSP, it shall (jointly for all districts):
· Review the project documents provided by the PCU, including the performance assessment system and financial analysis framework.
· Develop a monitoring and verification plan based on the performance assessment system and describe in detail the monitoring indicators, tracking, and evaluation of results.
· Develop an electronic database for all key performance indicators with the ability to make updates and generate reports based on the performance assessment system.
· Develop a verification methodology (including the sampling method, information sources, and tools for collecting primary data in DWSSP offices) and a detailed reporting template.
· Confirm with the DWSSP that the verification methodology and reporting template are consistent with the project objectives and the DWSSP’s reporting needs.

The following shall be done separately for each DWSSP, one month after signing the contract:
· Set baseline data jointly with the DWSSP in the Performance scorecard, separately for each DWSSP for each indicator.
· Verify the authenticity of permits, financial reports, and legal documents, the quality and technical soundness of operational documents and internal regulations, as well as their compliance with district and national policies and strategies.
· Describe the baseline for each indicator in the Performance scorecard separately for each district and obtain written confirmation from the DWSSP that this reflects the baseline at the start of the project.

The following shall be done separately for each DWSSP, at the end of each half-year:
· Review the scorecard and confirm the DWSSP's reported performance and compliance indicators for water and sanitation service delivery based on analysis of scorecards filled out by the service providers themselves, random unannounced inspections, and on-site audits. DWSSPs will be required to fill out the Performance Scorecard to fulfill their self-reporting obligations under the performance-based grant agreements. The IVA will be responsible for verifying the accuracy of the data and information entered by the DWSSPs into the Performance Scorecard.
· Verify water tariffs that are (i) planned, (ii) published, (iii) billed, and (iv) actually deposited in a separate DWSSP’s account for water supply and sanitation by customer category based on the analysis of all monthly account statements and on-site verification (at the DWSSP) of billing entries against primary data (a random sample of 10% of billing entries is compared with primary data and the underlying records).
· The IVA shall first verify the existence and functionality of a system for assessing customer satisfaction with services provided and determine whether it can be utilized to generate a Customer Satisfaction Index (CSI) in line with the proposed framework. In the absence of such a system, the IVA shall, in the first year and in collaboration with DWSSP, develop and operationalize a CSI based on structured telephone survey data. The survey instrument, to be approved by DWSSP, shall apply a 7-point Likert scale to measure (i) the importance customers attach to key service attributes and (ii) their level of satisfaction with those attributes, namely: (i) frequency of interruptions (ii) advance notice of planned outages and (iii) speed of service restoration following breakdowns. The IVA shall conduct quarterly telephone surveys and compute Customer Satisfaction (CS) levels for each DWSSP accordingly. After one year of implementation, the IVA shall review the results jointly with DWSSP and formalize the CSI as an adopted performance measurement system.
· Conduct an independent calculation of the level of collected confirmed revenues of beneficiaries that forms the basis for calculating the PBG (the amount of all water tariffs actually credited to the DWSP account during the verification period).
· Conduct an independent calculation of the net PBG amount based on (i) beneficiaries’ confirmed revenues; (ii) the annual subsidy multiplier (ASM) specified in the Performance-Based Subsidy Agreement for each year during the subsidy period; and (iii) the applicable maximum subsidy specified in the Performance-Based Subsidy Agreement for any given year, regardless of the amount of the beneficiaries’ confirmed revenues. The calculation method is described in Annex 4.
· An updated summary table of annual cost recovery targets, annual subsidy multipliers, and subsidies payable.
· Based on the above assessment, verify the invoice issued by the DWSP.

The verification is expected to be carried out in accordance with the procedure and stages set out in the following table:

	
	Key Performance Indicator (KPI)
	Baseline
	Verification stages
	Verification method

	A
	Preliminary institutional requirements
	

	1
	The DWSSP was legally established and staffed with appropriate personnel.

(binary code - pass/fail)
	
	Verification by the minutes of the first meeting of the DWSSP and the annual operating budget confirming the establishment of this organization. Verification of compliance of organizational charts and job descriptions with the CVs and actual names of employees hired by the DWSSP.
	Documentary verification

	2
	The Water Supply Improvement Plan (WSIP) has been approved.

(binary code - pass/fail)
	
	Verification of whether the WSIP contains the minimum amount of information (information on the activities required to achieve specific objectives, sources of funding and expenditure, as well as how the objectives and expected results are aligned with the national strategy concepts). Verification of documents confirming the submission of the WSIP to the DDWSWD.
	Documentary verification

	3
	A gender improvement plan has been approved.

(binary code - pass/fail)
	
	Verification of the availability of copies of the approved Gender Improvement Plan of the DWSP and an official DWSP document confirming approval by the board, such as minutes of board meetings.
	Documentary verification 

	4
	A tariff revision system has been approved.

(binary code - pass/fail)
	
	Verification of any commitments made by the local council, e.g., minutes of council meetings, copies of official statements from the DDWSWD/DWSSP confirming the tariff revision mechanism.
	Documentary verification

	5
	An auditable financial management system has been created and is operational.

(binary code - pass/fail)
	
	The monitoring system's functionality and data retrieval capabilities should be tested on an ongoing basis, at least once every quarter.

Tables and documents should be reviewed to identify and correct any significant discrepancies between the previous year's actual figures and the current year's budget.
	Documentary verification

	B
	Efficiency of service delivery
	
	
	

	6
	Percentage (%) of households connected to the water supply network (coverage)

(% and number)
	
	Calculation of water utility bills (monthly, quarterly, or annually, depending on the billing frequency) and an assessment of the number of premises within a pre-defined radius of connection to the water supply system through random on-site inspections. Comparison with data available in the service monitoring system.
	Documentary verification and random visits

	7
	Continuity of water supply (as a percentage of 24 hours per day)

(% and number)
	
	Verification of whether the DWSP collects data on the average number of hours of water supply in the service area (% of 24 hours per day) for the year. Assessment of whether the average number of hours of water supply has increased compared to the previous year, reflecting improved service regularity.
	Documentary verification, random inspections and on-site checks

	8
	Reduction in non-revenue water (NRW %)

(hours)
	
	Verification of whether the DWSP collects data on NRW% annually. Assessment of whether the NRW% has decreased compared to the previous year, reflecting a reduction in technical and/or commercial losses.
	Documentary verification

	9
	Consumer satisfaction with water supply services

(%)

	
	Verification of whether the DWSSP collects data on customer satisfaction with water supply services annually, for example, through reports, surveys, etc.

Assessment of whether the measured level of customer satisfaction is higher than or equal to the previous year's level, reflecting improved satisfaction with water supply services.
	Documentary verification and sample survey

	C
	Financial results
	
	
	

	13
	Operating cost coverage

(%)
	
	Verification of the annual financial statements to confirm that operating cost coverage has increased compared to the previous year (or at least up to 100%).
	Documentary verification




Methodology and approaches

Within the limits of the above-mentioned scope of work, the Consultant will develop approaches and methodology for completing the assigned tasks. The methodology should also include all aspects, methods, and approaches for verifying the achievement of DWSSP indicators, including questionnaires and standard practices, a preliminary procedure is provided in a case were the DWSSP fails an assessment and it is expected that it will be refined by the IVA. 

DWSSPs are expected to be established/defined in the following districts.

	No.
	Region
	District

	1
	Issyk-Kul
	Ak-Suu

	2
	Osh
	Aravan

	3
	
	Alai

	4
	
	Kara-Kulja

	5
	
	Kara-Suu

	6
	
	Uzgen

	7
	Chui
	Panfilov

	8
	
	Sokuluk



When developing a work plan/schedule, the consultant should include visits to the above-mentioned districts.

When preparing verification reports, it is necessary to include a summary of the main findings, the methodology used for verification and analysis of the collected data, detailed information on each key performance indicators (KPI) achieved by a DWSSP, and evidence of the verification activities performed (e.g., photographs, signed copies of introductory letters to customers visited during physical inspections).

Technical Verification

The IVA will verify the achievement of the performance indicators specified in the following table (a detailed methodology will be developed by the IVA):

	
	Key Performance Indicator (KPI)
	Definition/Description of achievement
	(year 1-2)
	(year 3-5)

	A
	Preliminary institutional requirements
	
	
	

	1
	The DWSSP has been established in accordance with legislation and staffed with the necessary personnel
	See Annex and Performance Scorecard
	V
	V

	2
	A service delivery improvement plan has been approved
	
	V
	V

	3
	A gender improvement plan has been approved
	
	V
	V

	4
	A tariff revision structure has been approved
	
	V
	V

	5
	An auditable financial management system has been established and is operational
	
	V
	V

	B
	Efficiency of service delivery
	
	
	

	6
	Percentage (%) of households connected to the water supply network (coverage)
	See Annex and Performance Scorecard
	
	V

	7
	Continuity of water supply (as a percentage of 24 hours per day)
	
	
	V

	8
	Reduction in non-revenue water (NRW %)
	
	
	V

	9
	Consumer satisfaction with water supply services
	
	
	V

	C
	Financial results
	
	
	

	10
	Operating cost coverage (%)
	See Annex and Performance Scorecard
	
	V



Verification of Fixed PBG Disbursement: Staged Payment Structure

The fixed part of the PBG is linked to the fulfilment of the five institutional preconditions set out in Section A of the Performance Scorecard. To reflect the sequencing of institutional development and to incentivize early establishment of the foundational governance and financial management arrangements, the fixed PBG is disbursed in two tranches. The IVA is responsible for verifying the fulfilment of the relevant preconditions prior to each tranche being released, and shall issue a specific Precondition Verification Certificate for each tranche confirming which conditions have been met.

First Tranche – Initial Institutional Setup
The first tranche of the fixed PBG shall become eligible for disbursement upon the IVA’s verification and confirmation that the following three preconditions have been met:
· Precondition 1 – Legal Establishment and Staffing: The DWSSP has been legally established in accordance with applicable Kyrgyz Republic legislation (whether as a new legal entity or through selection among existing institutional models such as a municipal enterprise), and has been staffed with appropriate personnel in line with the approved organizational chart and job descriptions. 
· Precondition 2 – Tariff Revision System: A tariff revision system has been approved by the relevant local authority. Verification shall be based on minutes of local council meetings, copies of official statements from the DWSSP confirming the adoption of a tariff revision mechanism, and any associated regulatory documentation.
· Precondition 3 – Auditable Financial Management System: An auditable financial management system has been created and is operational. Verification shall confirm that the system’s functionality and data retrieval capabilities have been tested, that tables and documents have been reviewed to correct any significant discrepancies, and that the system is capable of generating the financial data required for PBG financial verification purposes.
The IVA shall verify these three preconditions of each DWSSP’s participation in the PBG program. Upon confirmation that all three preconditions are met, the IVA shall issue a First Tranche Precondition Verification Certificate and submit it to the DDWSWD/PCU to initiate disbursement of the first tranche of the fixed PBG.

Second Tranche – Service Planning and Gender Inclusion
The second tranche of the fixed PBG shall become eligible for disbursement upon the IVA’s verification and confirmation that the following two preconditions have been met:
· Precondition 4 – Water Supply Improvement Plan (WSIP): A Water Supply Improvement Plan has been developed and approved by the DWSSP. Verification shall confirm that the WSIP contains the minimum required information, including: the activities required to achieve specific service objectives; sources of funding and planned expenditure; and how the objectives and expected results are aligned with national strategy. The IVA shall also verify that the WSIP has been formally submitted to the DDWSWD.
· Precondition 5 – Gender Improvement Plan: A Gender Improvement Plan has been approved by the DWSSP management. Verification shall confirm the availability of a copy of the approved plan and an official DWSSP document evidencing board approval, such as signed minutes of a board meeting.
The IVA shall verify these two preconditions within 18 months of the DWSSP’s commencement of participation in the PBG program, or as otherwise specified in the Performance-Based Grant Agreement. Upon confirmation that both preconditions are met, the IVA shall issue a Second Tranche Precondition Verification Certificate and submit it to the DDWSWD/PCU to initiate disbursement of the second tranche of the fixed PBG. The second tranche verification may be conducted concurrently with the first regular semi-annual technical verification exercise where timing permits.
Where a DWSSP fails to fulfil one or more preconditions within the applicable timeframe, the IVA shall document the unmet conditions and notify the DDWSWD/PCU accordingly.

Financial Verification 

Based on the developed inspection methodology, the IVA conducts audits [twice a year][footnoteRef:2] separately for each DWSP and submits a report on the following issues: [2:  Follow up audits may be undertaken in reference to section 6.4,] 

· Issued water bills
· Revenue from water sales deposited in a separate account
· Calculated PBG to be disbursed in the reporting period
In addition, the IVA shall annually assess the compliance of the DWSSP's financial management system with the requirements for providing data for financial verification.

Procurement Verification 

Under the Performance-Based Grant (PBG) mechanism, DWSSPs utilize grant funds to procure the goods, works, and non-consulting services required for operational and structural improvements to water supply and sanitation systems.
All procurement activities financed through the PBG must strictly adhere to the World Bank Procurement Regulations for IPF Borrowers, the Project Operations Manual (POM), and applicable national procurement guidelines.
To ensure compliance, the IVA shall conduct procurement verification to provide the DDWSWD/PCU with reasonable assurance that:
· Activities were carried out in accordance with agreed procedures and regulations.
Comprehensive procurement records and documentation have been maintained accurately in line with the terms of the Performance-Based Grant Agreements.

6.4.  Proposed procedure when a DWSSP fails the Assessment  

The preliminary procedure is outlined which is expected to be refined and included as part of the detailed verification methodology that will be developed by the IVA. 

If DWSSP does not meet the minimum eligibility criteria or required performance threshold during the initial verification assessment for PBG, the IVA shall document the results in a detailed Verification Report. The report shall clearly identify the indicators or criteria that were not met, provide supporting evidence from the verification process and outline the specific gaps requiring corrective action.
The Verification Report shall be submitted to the PCU and shared with the concerned DWSSP within the timeframe that will be specified in the verification protocol. Upon receipt of the report, the DWSSP shall be granted a defined corrective action period (e.g 30- 60 days) to address the identified deficiencies and implement the necessary remedial measures.
Following the corrective action period, the DWSSP may formally request a re-assessment. The IVA shall conduct a follow-up verification to assess whether the previously unmet criteria have been satisfactorily addressed. The re-assessment shall focus primarily on the indicators that were not achieved during the initial verification, unless additional verification is deemed necessary by the IVA to ensure the integrity and completeness of the assessment.
A maximum of two re-assessments may be conducted within the same grant assessment cycle, subject to the timelines established. If the DWSSP successfully meets the required eligibility threshold during any subsequent verification, the IVA shall recommend the DWSSP for qualification for the PBG in accordance with the guidelines.
If the DWSSP fails to meet the required criteria after the final permitted re-assessment, the IVA shall recommend that the DWSSP be deemed ineligible for the PBG for that assessment cycle. The IVA shall provide a final verification report summarizing the results of all verification rounds and the basis for its recommendation.
All verification and re-assessment processes shall be conducted in a transparent, consistent, and impartial manner, in accordance with the approved verification methodology and scorecard, and shall be supported by adequate documentation and evidence to ensure auditability and compliance with project requirements.
Duration of the assignment

The IVA will be hired on a fixed-term contract with an initial duration of two (2) years (covering the years during which the institutional preconditions must be met), with the possibility of extension for two (2) years, subject to satisfactory performance. The terms of the contract will be on an "on-call" basis.


Remuneration will be paid upon satisfactory completion of the work. Remuneration consists of:
· A fixed amount for the annual verification/inspection per DWSSP.
· A fixed amount for the repeat inspection.
· Reimbursement of travel expenses within the agreed maximum budget.

The IVA is responsible for paying taxes in accordance with the legislation of the Kyrgyz Republic.

Deliverables and reporting

The IVA shall provide the following deliverables:
1. An inception report outlining the verification methodology for each indicator, a baseline assessment, as well as a monitoring and verification plan based on the performance indicator system.
2. Semi-annual technical and financial verification reports (drafts and final versions) for each DWSP in the format presented below in Section 6, containing the information necessary for calculating the PBG and including evidence of the verification activities performed (e.g., photographs, signed copies of introductory letters to customers visited during physical inspections). The report shall also include the results of re-inspections (including relevant attachments) in cases where the DWSSP requests re-inspection.
3. A final report under the contract, covering all aspects of the completion of the assignment.

Schedule for the submission of reports and materials

	№
	Materials/documents and reports
	Submission deadline
	Payment schedule
(% of contract)

	1. 
	Inception report
	1 month after signing the contract
	10% 

	2. 
	Semi-annual technical and financial verification reports (drafts and final versions)
	In accordance with the assignment schedule
	80% of the contract amount, divided equally by half-year

	3. 
	Final report under the contract
	2 weeks before the end of the contract
	10%





Qualification requirements

In order to be selected, the consulting company must meet the following minimum qualification requirements:
· Relevant experience in auditing and independent assessments of water supply and sanitation organizations, or organizations performing similar activities
· Experience working with local communities and local self-government bodies and capacity building;
· Experience in performing similar assignments over the past 5-7 years is an advantage.
· Experience in projects financed by an international financial institution.

Criteria for evaluating the technical proposal of the company with the highest score during the evaluation process:
The number of scores awarded to each of the following positions or areas of expertise shall be determined based on the following sub-criteria and the corresponding percentage ratio:
· Methodology and work plan for performing the assignment
· Experience and qualifications of key personnel

Required Specialists:
1. Team Leader/Financial Auditor-Analyst
2. Institutional Development Expert
3. O&M Engineer on Water Supply and Sanitation Systems 
[bookmark: _Toc363467565]Qualifications of the key team experts
A summary of the minimum qualifications for the key team is presented in the table below. 

	Position
	Education 
	Overall work experience
	Experience in a specific field

	Team Leader/Financial Auditor-Analyst 
	· Higher education in economics, finance, or accounting and auditing
	· Minimum 10 years of relevant experience in economic analysis, financial planning, auditing, and project/team management
· Experience in projects funded by international organizations/donors
· Fluency in spoken and written Kyrgyz and Russian. Knowledge of English is an advantage.
	· Experience in conducting independent financial/economic audits or verifications; 
· Experience with audit standards, IFRS-based financial reporting, accounting policies and internal control systems is an advantage. 
· Experience in financial audits of utility enterprises is an advantage.

	Institutional Development Expert
	· Higher education in management, engineering, business administration, political science, sociology, public policy or other relevant fields
	· Minimum 10 years of experience in community development, local governance, and capacity building
· Experience in projects funded by international organizations/donors
· Fluency in spoken and written Kyrgyz and Russian. Knowledge of English is an advantage.
	· Experience in institutional development and improving the efficiency of utility services in the WSS sector; 
· Practical experience in conducting independent audits or verifications; 
· At least 5 years of experience in the WSS sector.

	O&M Engineer on Water Supply and Sanitation Systems 
	· Higher education in engineering in the WSS area and civil engineering
	· Minimum 10 years of relevant work experience;
· Experience in projects funded by international organizations/donors
· Fluency in spoken and written Kyrgyz and Russian. Knowledge of English is an advantage 
	· Experience in water supply companies or in providing consulting services to WSS companies on O&M issues;
· Experience in conducting technical audits.



The IVA team must be qualified and equipped to conduct documentary verification, sample surveys of household water connections, and participate in physical on-site inspections.

In addition to experts/consultants who meet the specific requirements above, the IVA may include additional support personnel at its discretion.

Clients’ responsibility

The client shall provide all available project information, reports and documents needed by the consultant when undertaking the assignment. The client should also provide access to facilities and offices where relevant data can be collected about the DWSSPs water supply system on normal working days. The client shall also make all the necessary arrangements to introduce the consultant to all the relevant offices and key stakeholders such as DDWSWD, district state administrations, DWSSPs and Local Self-Governments in the target areas and other relevant stakeholders. The consultant should provide 24 hours’ advance notice of any other special arrangements to visit facilities.
The PCU will ensure conducting training for relevant DWSSP staff on topics such as the legal establishment and organizational development of DWSSPs, the development of delegated management agreements, the development of a water service improvement plan, a gender improvement plan, a tariff review system, the implementation of a financial management system, and procurement procedures. The training will also focus on participants' understanding of the basics of the PBG, including performance indicators, baselines, target indicators, data to be reported, reporting frequency, and the mechanism for validating the indicators and calculating the PBG.

The PCU district institutional development officers will facilitate and provide support to the consultant in carrying out their activities at the district/local level, including organization of site visits, meeting with local authorities and DWSSPs, etc.

Consultant responsibility
The total budget is expected to meet the total costs of the consulting services, including:
· All fees, travel and subsistence of the consultant;
· All costs associated with the production of documents, reports and presentations.


The consultant shall be responsible for communication facilities including computers and internet. The Consultant will provide residential accommodation for their staff involved in their assignment in the target districts. The Consultant will be responsible for all salaries, fees, allowances, insurance, leave pay and taxes for the staff involved in the assignment. 
Official Use Only
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Annex 1: Performance Scorecard

	[bookmark: _Hlk220932745]No.
	Indicator
	Definition/description of achievement
	Protocol to assess the achievement of the indicator and its verification

	
	
	
	Data source
	Verification organization
	Procedure

	A
	Preliminary Institutional requirements

	1
	The District Water and Sanitation Service Providers (DWSSPs) are established in accordance with the law and staffed with appropriate personnel

(binary code - pass/fail) 
	DWSSPs shall be deemed to have been established and staffed with appropriate personnel if:

(i) The DWSSP has been established in accordance with a founding decision (minutes of the founding meeting, resolution of the Ayil Okmotu, or other legal act) for the purpose of providing water services in the district.
(ii) it is registered as a legal entity with the Ministry of Justice
(iii) it has signed delegated management agreements with the Ayil Okmotu
(iv)  it has a separate bank account for the allocation of funds for water supply services
(v) its annual operating budget is fully financed either from tariff revenues, transfers from district/state authorities, or a combination of these two sources
(vi)  the following minimum staff has been recruited or assigned to the DWSSP (DWSSP manager, water supply engineer, financial specialist, social specialist, secretary)
	Data sources:
(i) Legal document establishing the DWSSP with responsibility for managing water supply and sanitation services in the district.
(ii) Legal document authorizing the opening of a separate bank account for the DWSSP services and bank statements confirming its use.
(iii) The DWSSP budget is available and fully funded either from tariff revenues, transfers from district/state authorities, or a combination of both sources.
(iv)  Organizational structure, job descriptions, names of actual employees.
	IVA
	Review of documents submitted by the DWSSP

Note: Detailed methodology will be developed by IVA

	2
	Service improvement plan approved

(binary code - pass/fail)
	The indicator is considered achieved if:

(i) There is a Water Supply Improvement Plan (WSIP) that meets the minimum requirements for institutional and service content:​
(i) Legal establishment of the DWSSP, staffing, office space and equipment, management support tools 
(ii) Development of a gender improvement plan 
(iii) Establishment of an administrative, commercial, and financial management system
(iv)  Tariff revision system
(v) Communication and promotion program to increase demand for services
(vi) Investment in infrastructure
(vii) Operation and maintenance
(viii) Establishes service targets and an action plan to achieve them, including a set of measures to achieve these targets
(ix)  Overall financing plan to achieve service targets
(x) The WSIP was approved by the district council, which adopted a resolution approving the plan.
	Data sources:
(i) A water supply improvement plan (WSIP) is available.
(ii)  The content of the WSIP meets the minimum requirements.
(iii) There is a letter confirming that the WSIP has been sent to the DDWSWD/PCU.
(iv) The plan has been approved by the district council.
	IVA
	Verification of documents provided by the DWSPs

Note: Detailed methodology will be developed by IVA.

	3
	Gender Improvement Plan approved

(binary code - pass/fail)
	The indicator is considered achieved if:

(i) The DWSSP has developed and approved at the board level a Gender Improvement Plan (also known as a Gender Equality Plan or Gender Action Plan).

The Gender Improvement Plan includes a strategic and systematic approach to addressing gender inequality within the DWSSP. It sets out specific measures, goals, and actions to promote gender equality with the aim of achieving equal opportunities and outcomes for all genders.
	Sources of data:

Copies of the approved DWSSP Gender Improvement Plan and the official DWSSP document confirming approval by the board
	IVA
	Review of documents submitted by the DWSSPs

Note: Detailed methodology will be developed by IVA

	4
	Tariff revision structure approved

(binary code - pass/fail)
	The indicator is considered achieved if:

(i) An official statement by the DDWSWD/DWSSP confirms the intention to ensure a gradual increase in tariffs to cover operating costs (excluding depreciation) during the project implementation period (taking into account the assessment of socio-economic impact).
	Sources of data:

Copies of official documents from the DDWSWD and DWSSP confirming the measures taken

Commitments of the local council
	IVA
	Review of documents provided by the DWSP

Note: Detailed methodology will be developed by IVA

	5
	A financial management system has been created and is in operation, allowing for verifications to be conducted

(binary code - pass/fail)
	The indicator is considered achieved if:

(i) The DWSSP has an established and functioning financial management system that allows for verifications.

The system includes processes and software used by the DWSSP to manage its finances, ensuring accuracy, transparency, and compliance with accounting standards. It provides the necessary tools and controls for effective financial management, including tracking: revenues from tariffs, government transfers, and grants; expenditures on personnel, administration, equipment, and investments; and management of water sector assets; while facilitating verifications.
	Data sources:
Description of the processes and software used by the DWSSP to manage its finances, including a copy of the implemented account structure, examples of the system's performance, and a description of the personnel responsible for operating and supervising the financial management system.

	IVA
	Verification of documents provided by the DWSSP

On-site verification at the DWSSP confirms the system's operability

Note: Detailed methodology will be developed by IVA

	B
	Service delivery efficiency

	6
	Share (%) of households connected to the water supply network (coverage)

(binary code - pass/fail)
	The indicator is considered achieved if:
· The share (%) of households in the district receiving water supply services from the DWSSP increased compared to the previous year.

A household is considered to receive water supply services from the DWSSP if it is registered as a connected customer (directly or through the house manager where it lives).
	Data sources:
(i) Service monitoring system data on the number of households connected to the water supply network
(ii) Interviews with a random sample of households

	IVA
	Analysis of service monitoring system data and a random sample survey of at least 5% of consumers connected to the water supply network

Note: Detailed methodology will be developed by IVA

	7
	Supply hours (in % of 24 hours per day)

(binary code - pass/fail)
	The indicator is considered achieved if:
· Data on the average number of hours of water supply in the service area (% of 24 hours per day) is collected for the year by the DWSSP; and
· The average number of hours of water supply increased compared to the previous year, reflecting an improvement in service regularity.
	Data sources:
Data from the service monitoring system on the average number of hours of water supply per year and for the previous year
	IVA
	Analysis of service monitoring system data

Note: Detailed methodology will be developed by IVA

	8
	Reduction in Non-Revenue Water (NRW%)

(binary code - pass/fail)
	The indicator is considered achieved if:
· Data on NRW % is collected for the year of the DWSP; and
· NRW % is reduced compared to the previous year, reflecting a reduction in technical and/or commercial losses.
	Data sources:
Service monitoring system data on NRW% for the current year and previous year
	IVA
	Analysis of service monitoring system data

Note: Detailed methodology will be developed by IVA

	9
	Customer satisfaction with water supply services

(binary code - pass/fail)
	The indicator is considered achieved if:
· Data on customer satisfaction with water supply services is collected annually by the DWSSP; and
· The measured customer satisfaction indicator is higher than or equal to the previous year's indicator, reflecting an increase in satisfaction with water supply services.
	Data sources:
Annual customer satisfaction survey conducted on an ongoing basis by the DWSSP (compared to a similar survey conducted in the previous year)

	IVA
	Review of documents provided by the DWSSP

Note: Detailed methodology will be developed by IVA

	C
	Financial results

	10
	Operating cost coverage (%)

(binary code - pass/fail)
	The indicator is considered achieved if:
· Coverage of operating costs increased compared to the previous year (or is at least 100%)

Operating cost coverage is the ratio of “total operating costs for the DWSSP water services (excluding depreciation)” to “total funding available for the DWSSP water services (from a combination of tariff revenues and district/state contributions)”
	Data sources:
(i) Budget for water supply and sanitation services
(ii) Data from the DWSSP target accounts on actual operating costs for water supply services, sanitation revenues, and contributions received from districts/the state
	IVA
	Review of the budget and actual accounts provided by the DWSSP

Note: Detailed methodology will be developed by IVA



Annex 2: Technical Verification Report Template

DWSP / District:
 
Period covered by the verification: 

Verification team:

1. Review of verification results:

	No.
	Indicators
	Compliance with requirements during the period
	Verifier's comment
	Minimum score required in 1-2 years
	Minimum score required in 3-5 years

	A
	Preliminary institutional requirements
	Passed [ ] out of 5 possible for 1-2 years
	
	80%
	100%

	B
	[bookmark: _Hlk220931686]Service delivery efficiency
	Passed [ ] out of 4 possible 
	
	Not applicable
	75%

	C
	Financial results
	Passed [ ] out of 1 possible
	
	Not applicable
	100%



2. Preliminary institutional requirements:

	No.
	Indicators
	Verification stages
	Compliance with requirements during the period
	Verifier's comment
	Initial indicator
	Minimum score required in 1-2 years
	Minimum score required in 3-5 years

	A
	Preliminary institutional requirements

	1
	DWSSP is established in accordance with the law and staffed with appropriate personnel 
	DWSSP shall be deemed to have been established and staffed with appropriate personnel if:

(i) The DWSSP has been established by a resolution of the Ayil Okmotu, or other legal act for the purpose of providing water services in the district
(ii) it is registered as a legal entity with the Ministry of Justice 
(iii) it has signed delegated management agreements with the Ayil Okmotu
(iv)  it has a separate bank account for the allocation of funds for water supply services
(v) (v)	its annual operating budget is fully financed either from tariff revenues, transfers from district/state authorities, or a combination of these two sources
The following minimum staff has been recruited or assigned to the DWSSP (DWSSP manager, water supply engineer, financial specialist, social specialist, secretary)
	Pass / Fail
	
	[To be determined later]
	Pass 
	Pass

	2
	Service improvement plan approved
	The indicator is considered achieved if:

· There is a Water Supply Improvement Plan (WSIP) that meets the minimum requirements for institutional and service content:​
(i) Legal establishment of the DWSSP, staffing, office space and equipment, management support tools
(ii)  Development of a gender improvement plan 
(iii) Establishment of an administrative, commercial, and financial management system
(iv) Tariff revision system
(v) Communication and promotion program to increase demand for services
(vi) Investment in infrastructure
(vii) Operation and maintenance
(viii) Establishes service targets and an action plan to achieve them, including a set of measures to achieve these targets
(ix) Establishes service targets and an action plan to achieve them, including a set of measures to achieve these targets
· The WSIP was approved by the district council, which adopted a resolution approving the plan.

	Pass / Fail
	
	[To be determined later]
	Pass
	Pass

	3
	Gender Improvement Plan approved ​
	The indicator is considered achieved if:

(i) The DWSP has developed and approved at the board level a Gender Improvement Plan (also known as a Gender Equality Plan or Gender Action Plan).

The Gender Improvement Plan includes a strategic and systematic approach to addressing gender inequality within the DWSSP. It sets out specific measures, goals, and actions to promote gender equality with the aim of achieving equal opportunities and outcomes for all genders.
	Pass / Fail
	
	[To be determined later]
	Pass
	Pass

	4
	Tariff revision structure approved
	The indicator is considered achieved if:

(i) An official statement by the DDWSWD/DWSSP confirms the intention to ensure a gradual increase in tariffs to cover operating costs (excluding depreciation) during the project implementation period (taking into account the assessment of socio-economic impact).
	Pass / Fail
	
	[To be determined later]
	Pass
	Pass

	5
	A financial management system has been created and is in operation, allowing for verifications to be conducted
	The indicator is considered achieved if:

(i) The DWSSP has an established and functioning financial management system that allows for verifications.

The system includes processes and software used by the DWSSP to manage its finances, ensuring accuracy, transparency, and compliance with accounting standards. It provides the necessary tools and controls for effective financial management, including tracking: revenues from tariffs, government transfers, and grants; expenditures on personnel, administration, equipment, and investments; and management of water sector assets; while facilitating verifications.
	Pass / Fail
	
	[To be determined later]
	Pass
	Pass



3. Service delivery efficiency

	No.
	Indicators
	Verification stages
	Compliance with requirements during the period
	Verifier's comment
	Initial indicator
	Minimum score required in 1-2 years
	Minimum score required in 3-5 years

	B
	Service delivery efficiency

	6
	Share (%) of households connected to the water supply network (coverage)
	The indicator is considered fulfilled if:
· The share (%) of households in the district receiving water supply services from the DWSP increased compared to the previous year.

A household is considered to receive water supply services from the DWSSP if it is registered as a connected customer (directly or through the house manager where it lives).
	Pass / Fail
	
	[To be determined later]
	Pass
	Pass

	7
	Supply hours (in % of 24 hours per day)
	The indicator is considered achieved if:
· Data on the average number of hours of water supply in the service area (% of 24 hours per day) is collected for the year by the DWSSP; and
· The average number of hours of water supply increased compared to the previous year, reflecting an improvement in service regularity.
	Pass / Fail
	
	[To be determined later]
	Pass
	Pass

	8
	Reduction in Non-Revenue Water (NRW%)
	The indicator is considered achieved if:
· Data on NRW % is collected for the year of the DWSP; and
· NRW % is reduced compared to the previous year, reflecting a reduction in technical and/or commercial losses.
	Pass / Fail
	
	[To be determined later]
	Pass
	Pass

	9
	Customer satisfaction with water supply services
	The indicator is considered achieved if:
· Data on customer satisfaction with water supply services is collected annually by the DWSSP; and
· The measured customer satisfaction indicator is higher than or equal to the previous year's indicator, reflecting an increase in satisfaction with water supply services.
	Pass / Fail
	
	[To be determined later]
	Pass
	Pass


4. Financial results:

	No.
	Indicators
	Verification stages
	Compliance with requirements during the period
	Verifier's comment
	Initial indicator
	Minimum score required in years 1-2
	Minimum score required in years 3-5

	C
	Financial results

	10
	Coverage of operating costs (%)
	The indicator is considered achieved if:
· Coverage of operating costs increased compared to the previous year (or is at least 100%)

Operating cost coverage is the ratio of “total operating costs for the DWSSP water services (excluding depreciation)” to “total funding available for the DWSSP water services (from a combination of tariff revenues and district/state contributions)”
	Pass / Fail
	
	[To be determined later]
	Pass
	Pass




Annex 3: Financial Verification Report Template


The financial verification report shall be prepared in accordance with the following structure:

0. Review of verification results:

1. Independent validation of the sanitation service allowance calculation:

2. Independent validation of revenues from the sanitation service allowance deposited in designated accounts:

3. Independent verification of the calculation of performance-based grants (PBG) for payment:

4. Municipal financial management system evaluation:


Annex 4: PBG's Calculation and Payment

The PBG consists of a fixed part related to the achievement of necessary institutional requirements, and a variable part related to the results of service delivery. Payment of the PBG will depend on technical verification to confirm the achievement of the indicators specified in the Performance Scorecard.

The PBG for the current year is calculated as a fixed part (independent of verified water supply revenues) and a variable part. The variable part of the grant will be calculated based on the verified tariff revenues collected by the DWSSP during the year, multiplied by the annual grant multiplier (AGM), which will be specified in the work agreement for each year during the project implementation period. 

PBG in district d for t year is calculated as follows:



Where is the smaller of:
 (Verified collected revenues)
 (Maximum grant amount)

The agreed annual grant multipliers (AGMs) and maximum grant amounts for each DWSSP can be found in the Project Operations Manual.
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