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Victoria Montes.

an appraisal mission in June/July 1988
by Mr. H. Unger (Mission Leader), Mrs. A. Artaza, Messrs. J. Bahal, H. Ueno
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Borrower:

Baneficiaries:

Amount:

Terms:

Onlending Terms:

Project Description:

FEDERAL REPUBLIC OF NIGERIA

OYO STATE URBAN PROJECT (IDF II)

LOAN AND PROJECT SUMMARY
Federal Government of Nigeria

Oyo State Government

Federal Ministry of Works and Housing
Participating financial intermediaries
Local Governments in Oyo State

US$50.0 million equivalent

Twenty years, including a five-year grace period, at
the Bank's standard variable interest rate

The Federai Government of Nigeria (FGN) would onlend
US$31.7 million to Oyo State Government (JYSG) at the
Bank’s interest rate, For the Local Government line
of credit FGN :ould onlend US$§17.5 million to eligible
participating Nigerian financial intermediaries (PFls)
at the Bank’s standard variable interest rate. The
PFIs would relend Bank loan proceeds to OYSG at
interest rates to be negotiated between 0YSG and PFIs
for onlending by OYSG to Ibadan Municipal Government
(IMG; and selected local governments (LGs). The loans
from the PFIs would be for a period of seven to
fifteen years with a two to three year grace period.
OYSG as the main beneficiary of these portions of the
loan would bear the foreign exchange risk. US$0.8
million of the Bank loan proceeds would be provided to
the Federal Ministry of Works and Housing (FMWH) for
technical assistance and training.

The main objectives of the project are to promote the
efficient functioning of Ibadan and Oyo State's other
major towns through city-wide infrastructure
rehabilitation, and through strengthening the
institutions responsible for urban management and
local resource mobilization. The project would
congist of: (a) infrastructure rehabilitation in
Ibadan: flood control program through channelization
and maintenance of major storm drains; improved solid
waste management; and integrated community improvement
programs in three pilot areas; (b) infrastructure
improvements in selected LG towns and other LG
centers; (c) revenue enhancement and institutional
strengthening: technical assistance, training and
equipment to Oyo State and local governments to help
plan and implement improved financial management



Project Benefits and
Risgks:
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systems and enhanced revenue generation, particularly
property taxation, and to strengthen their capacities
to plan, implement, manage, operate and maintain urban
infrastructure and services; and (d) support to the
FMWH for coordinating and monitoring project
implementation. The project wouid continue the
application of the Infrastructure Development Fund
(IDF) mechanism for funding urban infrastructure
investments, and eligible PFIs would, in addition tc
onlending the loan funds for the LG line of credit,
finance 102 of the project costs and be responsible
for the preparation, appraisal and supervision of the
infrastructure improvement sub-projects in selected LG
towns of Oyo State.

Benefits under the project are expected from:

(a) more efficient allocation of limited financial
resources and mobilization of additional funds; (b)
more appropriate and better coordinated urban
development, planning and management systems and
practices; (c) improved urban infrastructure and
services enhancing prospects for industrial
investments and employment in Oyo State's major towns;
and (d) reduction of flood damage to lives and
property, increased property values, and improved
sanitation and environmental conditions, particularly
benefitting the urban poor. Continued involvement of
Nigerian financial intermediaries through the
operation of the IDF mechanism would provide an
opportunity for PFIs to consolidate and further
develop their experience and expertise in urban
infrastructure lending.

One of the main risks of the project is the potential
difficulty in obtaining the inter-agency coordination
which will be necessary for efficient project
implementation. This risk has been minimized through
the establishment of an interministerial committee,
and by the clear definition and delineation of
responsibilities as well as by training and technical
assistance for the key implementation ~gencies.
Another risk is the possible political reluctance to
fully implement the proposed resource mobilization
measures in the face of public unwillingness. This
risk will be reduced by ensuring that improvements in
tax management, billing and collection will be
nreceded by visible improvements to infrastructure and
service delivery so as to increase the public’s
willingness to pay. There is a further risk of
political interference with PFIs. The risk of
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political interference in the credit decisions of PFIs
has been minimized by the selection of merchant banks
with strong management and technical capabililty.

Flood control, storm drainage and community
improvements in Ibadan - 222

IBRD Nos. 21145 and 21146
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Estimated Project Costs: a/ Local b/ Forei Total
weroneecces(US§ millionsg)-we--- venne

Infrsstructure Rehabilitation

(Tbadan) 6.5 22.1 28.6
LG Towns and Sub-projects 3.2 13.9 17.1
Revenue Enhancement and

Institutional Strengthening 1.3 6.2 7.5
FMWH Support 0.1 0.6 0.7

Total Base Cost 11.1 42.9 54.0
Physicel Contingencies 1.4 5.4 6.8
Price Contingencies 2.6 5.4 8.0

Total Project Costs 15.1 53.7 68.8

T N L]

Financing Plan:
Oyo State Government 3.0 2.0 5.0
Local Governments 1.5 1.0 2.5
Financial Intermediaries 1.6 - 7.6
Cofinancing (GOJ Grant) - . 3.7 3.7
Bank 3.0 47.0 50.0

Total 15.1 53.7 68.8

2/ Totals may not add because of rounding
b/ Include taxes and duties estimated at US$1.1 million equivalent

Estimated IBRD Disbursements:

IBRD Fiscal Year: 1991 1992 1993 1994 1995 1996

------------- US$ Milliong ~ewecacavawa
Annual 5.0 13.6 12.0 9.5 5.9 4.
Cumulative 5.0 18.6 30.6 40.1 46.0 50.



FEDERAL REPUBLIC OF NIGERTA
0YO STATE URBAN PROJECT (IDF II)

I. PROJECT BACKGROUND

A. Macroeconomic Setting

1.01 Nigeria has responded to the sharp drop in its foreign exchange
earnings which coincided with mushrooming debt service requirements, by
embarking on a bold structural adjustment program aimed at correcting
macroeconomic distortions and curtailing public and private sector
expenditures. This has entailed exchange rate adjustments, price adjustments
(particularly of food and cash crops), trade liberalization measures and
sweeping cuts in Government spending, particularly capital investments. While
these measures have contributed to restoring fiscal discipline and
international confidence in Nigeria, they were achieved at considerable
financial and social cost, particularly affecting the urban poor. The
diminished public sector investments in infrastructure and urban services have
also led to further deterioration of systems upon which much economic activity
depends. The rehabilitation and maintenance of urban infrastructure and
utility systems with high economic returns, as well as measures that mitigate
the social cost of adjustment, particularly among the poor, are now of the
utmost priority.

B. Urbanization and Demographic Trends

1.02 In 1988, Nigeria'’s urban population was estimated at over 30 million,
or more than 30X of the national population. The rapid urban growth rate of
about 7% p.a. during the 1970s has slowed somewhat as a resuit of the economic
downturn of the 1980s and changes in the urban-rural terms of trade. Despite
the recent dampening of the rate of growth, however, no foreseeable
circumstances will reverse the continuing increase in urban population.

1.03 Existing urban infrastructure and utility systems are characterized by
a large backlog of unmet needs and by financial and institutional constraints.
Investments made in urban areas in the past decade have not kept pace with
growth, and were often poorly selected and executed. Maintenance of all
assets was neglected, leading to their rapid deterioration and need for costly
reconstruction. The anticipated urban population growth (4 to 51 per annum)
will add to the unmet needs, further hampering the development of industrial,
commercial and other productive sectors of the economy located in the cities.

1.04 In spite of their problems, Nigerian cities account for a high
proportion of the national value added and are important production, service
and administrative centers. They also absorb a large proportion of new
entrants into the labor market, particularly in the informal sector, and
account for a considerable portion of the non-petroleum tax base. The
environment for private sector businesses, already impaired by infrastructural
deficiencies, will be further eroded unless steps are taken to adequately
maintain and rehabilitate existing infrastructure and provide for future
growth.



C. Oyo State

1.05 Oyo State, with a 1988 population of over 10 million, of which some
602 live in urban areas, is the most urbanized state in Nigeria, with the
exception of Lagos. The towns in Oyo State, many of which pre-date colonial
times, are primarily trading and service centers although a significant
proportion (between 25 and 35%) of their inhabitants are still directl)
engaged in agricultural activities. This is a result of the traditional
Yoruba tribal settlement patterns, which favored farming village
agglomerations over dispersed farmhouses, and these close urban/rural links
persist to this day. Indeed, compounds in the larger towns were allocated on
the basis of geographical origin, and a town's older core area generally still
reflects its residents’ agricultural hinterland and holdings.

1.06 ' The towns of Oyo are linked in a well-established, hierarchical and
specialized urban system. At the apex is the State Capital Ibadan, which grew
from a military camp early in the nineteenth century. Spread mainly across
the southern and eastern portions of Oyo State is a second tier of major local
commercial and market centers with fairly substantial populations (300,000 to
600,000), some of which pre-date Ibadan (e.g. Ile-Ife, Ilesa), while others
grew as a result of their strategic location along modern communications and
transportation routes (e.g. Osogbo - rall, Ogbomoso - road). A degree of
specialization has developed among these cities, with Ile-Ife noted as a
center for higher education and trade, (in addition to its traditional claim
as the cradle of Yoruba civilization), Ogbomoso as a medical and relisious
center, and Osogbo more recently as an industrial center (steel rolling
mills). However, the towns, with their older, densely-populated urban core
areas (which resemble overgrown villages, surrounded by haphazard newer
developments) lack any organizing structure, planning and basic services, and
are not geared to meet the modern demands of industry for infrastructure
streams, systems, communications and services. Indeed, they are characterized
by inadequate, unreliable and inefficient utility and service systems, that
greatly add to the rost of production and business generally. Roads are
rutted and full of potholes, drains non-existent, housing stock ia poor
condition, water supplies either unreliable or non-existent, while public
finances are limited and local institutions weak. Detailed descriptions of
the conditions in Oyo State’s major towns are presented in Annex 1-1.

1.07 Ibadan Metropolitan Area. Ibadan, the second largest city in Nigeria,
with an estimated population of about 3 million, is the major commercial,
industrial, educational and administrative center in the highly urbanized,
densely-populated southwestern region of the country (see IBRD Map No. 21146).
The provision of basic services and infrastructure, particularly to the poor,
has lagged behind the city’s rapid growth (about 5% per annum). Past aneglect
of the local revenue base and of operations and maintenance of assets has led
to deteriorated infrastructure, costly and inefficient services and scarce
financial resources. Generally poor service delivery has, in turn, made it
difficult for government and utility agencies to institute appropriate cost
recovery mechanisms. To aggravate the situation further, the absence of a
comprehensive planning and investment framework as well as weak development
control has encouraged unplanned, uncontrolled and extensive urban sprawl
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which has made it difficult to improve &access and services to the newly
developed areas. The past lack of any environmental planning or enforcement
of protection measures is causing increasing deterioration of the urban
environment: encroachment and erosion of essential watersheds, flooding,
silting and poliution of surface streams, illegal waste disposal and
unsanitary refuse dumps.

1.08 Ibadan has traditionally been an important commercial, production and
distribution center. It was for many years the capital of the then Western
Region (1952 to 1976). However, relative to the size of its population, the
modern industrial sector is smaller than that of Kano, Port Harcourt or
Kaduna. Lack of infrastructure and urban services, which add significantly to
the cost of private sector business activities, has stifled industrial
investment. There is, therefore, an urgert need to estsblish an effective
planning and investment framework while simultaneously addressing past
deficiencies and mcbilizing financial resources for preventive infrastructure
maintenance and rehabilitation.

D. Institutional Framework

1.09 Federal, state and local governments share responsibllity for the
urban areas. The federal government, through Federal Ministry of Works and
Housing (FMWH), is responsible for setting and coordinating overall urban
development and shelter policy. Federal ministries, parastatals and
corporations are also responsible for major transportation links and
facilities (federal roads, railways, ports, airporte, etc.) between and within
major towns. River Basin Development Authorities are responsible for the
control, planning and development of water resources on a regional basis.

l.10 Responsibility for the management of urban areas is shared between
state and local governments (LGs). Delineation of responsibility and
authority between the two levels of government in the past has not always
followed constitutional provisions or the demands of operational efficiency.
The responsibilities and tasks entrusted to LGs under the constitution had
often been taken over by the state, because of LGs' limited human and
financial resources and a weak political base. As a result, the state
government, either directly or through parastatals, is responsible for
physical and development planning, land allocation and taxation, land use
control, water supply and sanitation, road and drainage networks aud many
social services such as health and higher education. LGs, in practice,
provide and maintain markets, motor parks, minor roads, some solid waste
collection, primary education (shared with state and federal governments),
primary health care and some community facilities. The LG elections in
December 1987, the federal government review of LG functions, roles and
responsibilities, larger financial resources and reforms in the conditions of
services, are among a number of recent developments, paving the way for a
greater role by LG in managing municipal affairs. Reaffirming this trend the
President on October 1, 1988 granted greater autonomy to LGs by passing the
LGs®' share of the federal statutory allocations directly to LGs and by
abolishing all state ministries of LGs and replacing them with departments in
the Governors’ offices.



E. Project Origin E

1.11  Bank involvement in the urban sector in Nigeria has evolved
copsiderably since it began in 1977 at the request of the federal government.
- Four projects have either been completed or are being implemented. The First
Urban Development Project (Loan 1767-UNI, completed June 30, 1986) focused on
shelter issues, and aimed at strengthening the management of the Federal
Mortgage Bank of Nigeria (FMBN) while demonstrating low-cost methods of
shelter provision and cost recovery on a pilot basis in Bauchi State. The
Second Urban Development Project (Loan 2607-UNI, approved July 1983),
similarly ‘focused on site-specific infrastructure and shelter issues in Imo

. State. These projects and the experience gained by the federal government,

" have influenced recent changes in shelter policy and the adoption of the sites
and services concept as part of Nigeria's low-income housing.policy.

1.12 The issues of city-wide infrastrticture and urban finance began to be

. addressed under the Lagos Solid Waste and Stowm Drainage Project

(Loan 2620-UNI, approved September 1985) and during preparation of urban
development feasibility studies in Benue, Ondo and Gongola States, which were
later incorporated into the Infrastructure Development Fund (IDF) Project.
The,need for coordinated and integrated city-wide improvements to
1nfrastructure and its maintenance was recognized both as a way to halt
deteriorsting urban living conditions and as a prerequisite for improved
financial resource mobilization. The need for a sustainable mechanism for
funding urban investments also became increasingly apparent and, following
-sector work by the Bank and a broad discussion of the institutional and
financial options, the Federal Executive Council approved the Infrastructure
Development Fund concept in principle in June 1985. The decision to license
several of Nigeria’s merchant banks to operate the Fund as well as co-finance
eligible priority infrastructure investments, repregsented a major policy
breakthrough by facilitating greater private sector participation in the
financing of urban infrastructure. The IDF project (Loan 2925-UNI) which was
approved by the Board in March 1988, employs participating merchant banks
(five have been licensed so far) to identify, prepare, appraise and supervise
urban infrastructure projects in the Nigerian states, in addition to providing
cofinancing funds (raised in the local capital markets) and financial advisory
services, The benefits of this approach are the experience merchant banks
gain in the urban infrastructure sector, the opportunity they have to
familiarize themselves with state and LG constraints and capabilities, and the
fiscal discipline and prudence they introduce into public finance. Operation
of the IDF mechanism is in accordance with the IDF Policy Framework and
Guidelinea for Merchant Bank Participation and Project Selection (Annex 1-2).

"1.13 The proposed Oyo State Urban Project (IDF II) ovolved from an urban
priorities study by the Bank in 1984, when Ibadan was found to be in greatest
need, after Lagos, of extensive infrastructure improvements among Nigeria’s
major cities. An integrated city-wide infrastructure improvement approach
with an hasis on rehabilitation and maintenance was deemed the most cost
effective investment strategy which would improve service delivery and thus
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justify enhanced cost recovery and generate increased tax revenues, especially
at the local level.

1.14 The scope of the urban problems in Ibadan was of such magnitude as to
warrant a distinct project, using the IDF mechanism adapted as needed to
reflect recent developments and experience in Nigeria. In view of the size
and complexity of Ibadan’s infrastructure investment needs and given the still
limited experience of merchant bank staff to appraise such a project, the Bank
played a leading role in guiding the preparation and appraisal of the project
as well as in the coordination of donor assistance. Following identification
and early preparation work by the Bank for a major water supply component to
address the most critical need, the state government and the African
Development Bank (ADB) in November 1987 agreed to finance a US$45 million
equivalent emergency water rehabilitation project, including design studies,
for future water system expansions in Ibadan. Implementation of this
emergency project is progressing well and substantial improvements to Ibadan's
water supply are expected to be realized in the near future.

1.15 Bank preparation work subsequently had concentrated on storm drainage
and solid waste management, and in November 1987 the state and federal
governments proposed to also include in the project some of Oyo’s other major
urban centers chosen on the basis of development potential, needs, size, and
regional balance. It was, therefore, agreed to include in the project funds
for financing eligible priority infrastructure improvements, institutional
strengthening and revenue enhancement measures in major towns and local
government centers which met sub-project selection criteria according to the
IDF project selection guidelines. At the same time, it was recognized that
inadequate provision had been made in state and local government budgets for
preventive maintenance of existing infrastructure.

1.16 A major road rehabilitation (involving about 30 km of arterials) and
traffic management component in Ibadan had also been identified and was being
prepared for inclusion in the project. However, following project appraisal
FGN, 0YSG and Bank decided that, since all the proposed road improvements
affected Federal roads, the financing of these works should be the
responsibility of FGN. It was further agreed that, the Highway Sector Loan
(Loan 2963-UNI), approved by the Board in June 1988, would be the most
suitable source of funding, and that the respective units within FMWH will
cooperate to assure good ccordination of road rehabilitation works and other
urban infrastructure improvements in Ibadan.

F. Rationale for Bank Involvement

1.17 The Bank has been approached by the Oyo State and the federal
governments for assistance in financing an urban rehabilitation and
development project in the second most urbanized state in Nigeria. The Bank
is uniquely equipped to respond to this request given its extensive experience
in similar projects in the sector, especially through the Infrastructure
Development Fund (IDF) Project (para 1.12). In view of the severity of the
State’s investment needs in the major towns, and the lack of alternative
financing, the participation of the World Bank is appropriate. The Bank’s



participation will encourage fiscal prudence and discipline by the state and
local governments and act as a catalyst for financial participation by other
institutions, particularly Nigerian banks.

1.18 The project’s emphasis on rehabilitation and maintenance of
infrastructure assets fits into the country's short-term development strategy,
while improved service delivery will be of particular significance to the
urban poor. The project’s other focus on longer-term institutional
development and revenue enhancement, particularly at the local government
level, will lay the foundation for stronger, more financially autonomous and
self-sustaining local governments in the future.

G. Bank Sector Strategy

1.19 The Bank's sectoral lending strategy focuses on the promotion of
fiscal self-sufficiency at the state level and a more efficient, equitable and
sustainable delivery of urban services. Improved tinancial performance will
enhance the states' ability to raise the necessary capital to finance future
urban infrastructure needs without undue recourse to public transfers. The
greater efficiency of urban areas achieved through a better urban planning and
management system will not only improve the living conditions of a sizeable
portion of the country*’s population, but is essential to strengthening the
country’s productive base. In the current financial and economic context,
characterized by severe resource constraints, the Bank’s lending strategy,
which has evolved from the lessons of past and ongoing projects, focuses on
support for a wholesale mechanism (IDF) for preparing and funding priority
investments with high returns, particularly on the rehabilitation and
maintenance of existing assets.

1.20 The IDF approach combines institution-building for project
preparation, along with incentives for states and municipal authorities to
strengthen financial performance. It relies on the merchant banks, which in
Nigeria represent a concentration of management, marketing, and financial
expertise, to prepare, appraise, finance, and supervise urban projects and
sub-projects. It is consistent with the Bank’s overall financial sector
strategy in Nigeria. That strategy combines support for the macroeconomic
reforms that underpin efficient financial policies with specific support for
financial reform, focussed on banking supervision and regulation, systemic
snlvency, and the instruments of monetary control. These issues are to be
addressed in the proposed Budgetary and Financial Policy Loan, later this
year.

1.21 A long-term sector financial and urban objective is to develop a
market for state and municipal bonds through which a significant portion of
the infrastructure programs of states and local authorities can be financed.
In order to attain this objective, the capital market must develop confidence
in state investment projects, and develop the capacity to appraise these
projects. The states, in turn, must establish their creditworthiness and
demonstrate the ability to prepare high priority infrastructure programs,
within their financial and managerial capacity, and in balance with other
state investment needs. The IDF approach will contribute to the achievement
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of these objectives, by enhancing the ability of state and municipal
authorities--and domestic financial institutions--to prepare projects for
financing through local bond markets.

II. THE PROJECT

A. Project Objectives

2.01 The main objectives of the project are to:

(a) strengthen the financial, operational and management capacity of the
institutions responsible for urban management and services at the
state and LG levels;

(b) improve strategic urban planning, investment programming,
budgeting and coordination;

(c) introduce appropriate cost recovery mechanisms and mobilize
financial resources at the state and LG levels; and

(d) remove major city-wide infrastructure and service constraints, thereby
promoting the efficient functioning of Ibadan and Oyo State’s other
major urban areas as regional development and service centers, with
emphasis on maintenance and rehabilitation of existing assets, as well
as improved investment planning and management.

B. Project Description

2.02 Tae project was designed to respond to the urgent need to break the
vicious circle of financial and institutional constraints limiting the
allocations for maintenance and infrastructure investments, and leading to
inadequate urban services which, in turn, severely limit the scope for cost
recovery and sustainability. The project would therefore finance:

(a) priority infrastructure rehabilitation and maintenance in Ibadan;

(b) a line of credit for priority investments in Oyo Statec's other major towns
and LG centers; and (c) measures to enhance revenues and strengthen
institutions involved in the urban sector. Detailed descriptions of the major
project components are presented in Annexes 2-1 to 2-4.

2.03 Ibadan Infrastructure Rehsbilitation. In Ibadan the project would
include the following components: (i) storm drainage and flood control,
involving channelization of about 14.5 km priority sections of major flood-
prone urban streams, replacement of undersized bridges and culverts, essential
drain maintenance equipment (excavators, loaders and trucks), and funds for
dredging and rehabilitating 50 km of additional drains; (ii) solid waste
management, providing 40 skip collection trucks, 300 Nos. 8 m3 skips, 6
transfer haulage trucks and 15 Nos. 60 m3 trailers, a 4000 ton/day refuse
transfer station with attached central offices and workshop, development of a
150 ha new sanitary landfill site including a 3.5 km long access road, and
heavy equipment for landfill operations; (iii) environmental rehabilitation




involving the reclamation of the existing 20 ha refuse dump site, and erosion
restoration and control works on about 50 ha of eroding slopes (Annex 2-1);
(iv) a spare parts credit facility for private minibus owners and assistance
to the Vehicle Inspection Office (VIO) (Annex 2-2); and (v) a community
improvement program (CIP) in three pilot areas covering some 140 ha and
benefitting about 66,000 people with improved roads, footpaths, draira, water
supply, waste disposal, power supply and street lighting, as well as telephone
and community facilities (Annex 2-3). The CIP would also include the
development of two resettlement areas comprising a total of 150 plots with
basic services for about 150 families displaced by the drain channelization
and the CIP. Locations and details of the project components are shown on
IBRD Maps No. 21145 and 21146.

2.04 Selected LG Towns and other LG centers. The line of credit for the
towns of Ile-Ife, Ilesa, Ogbomoso, Osogbo, Oyo and Saki as well as other
eligible LG centers would finance: (i) the preparation .f structure plans,
infrastructure development plans and investment programs; (ii) priority works
of city-wide infrastructure rehabilitation and integrated CIPs; and (iii)
institutional support measures to strengthen revenue generation and municipal
management particularly the planning and maintenance functions of LGs (Annex
2-4).

2.05 Revenue Enhancement and Institutional Strengthening. The project
would provide training, technical assistance and supporiing equipment for all
institutions involved in planning, implementation and management of urban
infrastructure and services as follows: (%) Project Coordination Unit (PCU)
within the Oyo State Ministry of Finance and Fconomic Planning (MFEP) through
short- and long-term technical assistance, staff training, funds for public
education and information; (ii) Internal Revenue Department of MFEP through
training support, equipment and vehicles, and technical assistance; (iii)
Department of Local Government (DLG) through coordination and training for
tenement rating and valuation, and assistance for LG development; (iv) Ibadan
Municipal Government (IMG) by, firstly funding the tenement valuation exercise
including external key staff, specialist technical assistance, training,
equipment and vehicles necessary for introducing the enhanced tenement
taxation system, and secondly financing operational technical assistance and
training in administration, maintenance planning and financial management in
the context of the municipal partnership with the City of Gothenburg; (v)
Ministry of Lands Housing and Surveys (MLHS) by financing the production of
digitized 1:1000 maps of Ibadan (using aerial photography from ADB-financed
emergency water project) including the necessary equipment, training and
technical assistance and by financing the preparation of structure and
irvestment plans for Ibadan and other towns; (vi) Environmental Protection
Commission (EPC) through drainage maintenance assistance, operational
assistance to solid waste management (including promotion and rationalization
of private sector involvement in refuse collection), and technical assi{stance
training and studies to support the Environmental Management Unit; and (vii)
Ministry of Works and Transport (MWT) through technical assistance and
training for transport and traffic planning, and for maintenance operations.
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2.06 FMWH Support. Support would also be provided to FMWH to enable them
to perform their policy guidance and monitoring role. Provision would be made
for: (i) staff training in project selection, approval and supervision; (ii)
training and study funds for post-evaluation of urban infrastructure projects;
(iii) consultant services to undertake regular project performance audits;
(iv) study funds to prepare other state projects; and (v) vehicles and
equipment to support project activities.

C. Project Costs and Financing Plan

2.07 The total cost of the project is estimated at US$68.8 million
equivalent and the foreign exchange component is estimated at US$53.7 million
equivalent which is 782 of project costs. Base costs were estimated in June
1988 and have been updated to January 1989 and converted into US dollars at
US$1.00 to N7.50. Physical contingencies have been calculated at 152 of base
costs for works, and 101 for equipment and services. Price contingencies for
the foreign exchange component have been estimated on the basis of
international inflation rates (import weighted MUV index for Nigeria)
projected at 7.7 percent in 1989, -1.2 percent in 1990, 1.4 pexcent in 1991,
1.7 percent in 1992, 3.3 percent in 1993 and 5.3 percent annually from 1934 to
1996. Price contingencies for the local cost component have been estimated
using local inflation rates assumed to be 25 percent for 1989 and 10 percent
annually for 1990 to 1996.

2.08 Financing Plan. A Bank loan of US$50.0 million equivalent and
cofinancing of approximately US$3.7 million equivalent would finance US$50.7
million of the foreign exchange cost of the project and US$3.0 million
equivalent of local costs. The balance of US$3.0 million of foreign costs
would be financed by OYSG and the LGs. US$31.7 million would be used to
finance the Bank-appraised Ibadan project components and US$17.5 million
equivalent would be provided to finance sub-projects in selected LG towns to
be appraised by the participating financial intermediaries (PFIs) (the LG line
of credit); US$0.8 million would be provided as support to FMWH. The PFls
selected by Oyo State Government (0YSG) would finance 10 percent of the
project costs and O0YSG and participating LGs would contribute the balance
{eppioximately ivVi) as counterpart funding. OYSG will be responsible for the
Ibadan Infrastructure Rehabilitation components (except the CIP) and the
Revenue Enhancement and Institutional Strengthening; IMG and other
participating LGs would be responsible for the CIP and for improvements
financed out of the LG line of credit.

2.09 The cofinancing is being provided by the Government of Japan (GOJ)
which, under an agreement executed on July 31, 1989 between the Bank and GOJ
will provide Japanese Yen 494.5 million equivalent on a grant basis to finance
selected studies and technical assistance elements of the project. A Japanese
Grant Agreement between the Bank and Federal Government of Nigeria (FGN)
covers the application of the grant facility.
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2.10 On-lending Terms: US$31.7 million of the Bank loan proceeds would be
onlent by the FGN to OYSG at the standard variable Bank rate, for 20 years
including 5 years® grace for the Bank-appraised components of the project;
PFIs would act as administrators of loan funds and charge a negotiated fee
therefor. For the sub-projects appraised by PFIs under the LG line of credit,
FGN would onlend US$17.5 million equivalent to PFIs which in turn would relend
Bank funds to the OYSG at a rate to be negotiated between OYSG and the PFIs
for a period of seven to fifteen years with two to three years' grace period.
The spread between the PFIs borrowing and onlending rates would reflect
operating costs and the credit risk to be borne by the PFIs for the sub-
projects appraised by them and would be comparable to the prevailing gross
spread, administrative expenses and interest income/interest expense ratios.
0YSG would bear the foreign exchange risk for all onlent Bank funds. PFIs
would lend their own Naira funds to OYSG at local capital market rates and
other terms to be agreed with 0YSG. OYSG has already selected a PFI for the
first phase (the Ibadan components) of the project and has reached agreement
in principle on the PFI's role and the terms of their participation.

2.11 For the CIP and similar tertiary/minor infrastructure rehabilitation
and improvement sub-projects for which LGs are directly responsible, OYSG will
re-lend loan proceeds to IMG and other selected LG towns on the same terms and
conditions as the loan funds borrowed from the PFIs.

2,12 Retroactive Financing: OYSG and FMWH are exploring suitable options
for the interim funding of priority activities. The following items would be
eligible for retroactive financing by the Bank: (i) preparation of detailed
design and tender documents for the main physical components; (ii) investment
studies and preliminary design for selected LG towns; (iii) first-stage
development work at the landfill site; and (iv) preparatory training
activities. Consultant selection and procurement would have to comply with
Bank guidelines and procedures and the total amount retroactively financed
would not exceed US$1.5 million equivalent. All these expenditures will be
incurred after September 1, 1989 within 12 months of the expected date for
signing. During negotiations agreement was reached on retroactive financing.

III. PROJECT IMPLEMENTATION

A. Institutional Arrangements

3.01 The Federal Ministry of Works and Housing (FMWH) would have the
primary responsibility for the project at the federal level, administer the
IDF Project Guidelines (see Annex 1-2), and hold semi-annual meetings with the
(Federal Ministry of Finance and Economic Development (FMFED) and Central Bank
of Nigeria (CBN) to review the general progress of the project. These three
agencies would also meet annually to review the annual performance audit and
the overall financial status of the project. To enable FMWH to perform its
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functions, provision would be made under the project for continued training of
FMWH staff in the evaluation of infrastructure projects and programs, and for
the procurement of vehicles and equipment to support project activities.

3.02 The Federal Ministry of Finance and Economic Development (FMFED) would
assist FMWH to review the performance of the merchant banks and to formulate

and implement changes to the IDF Policy Statement and IDF Project Guidelines
that may be necessary to expedite project - “‘plementation. During
negotiations, assurances were obtained tha. FGN will adopt the IDF Policy
Statement and IDF Project Guidelines for this project, will review them from
time to time, and discuss proposed changus with the Bank. Agreement was
reached during negotiations that FMFED will assist FMWH to monitor the
performance of the PFls.

3.03 The Central Bank of Nigeria (CBN) would open and operate an IDF
Control Account (see paras. 3.05 and 3.26) in which it would record all
transactions relating to Bank disbursements and merchant bank withdrawals from
the line of credit, as well as merchant banks' payments of principal, interest
and any other charges and fees connected with the line of credit. This
control account would enable CBN to provide FMWH, FMFED and the Bank with
timely data on the overall financial status of the project. CBN would also
undertake regular monitoring of the banking aspects of the project, advise
FMWH on the financial performance of the merchant banks, and assist FMWH to
formulate and implement any changes to the IDF Policy Statement and the IDF
Project Guidelines deemed necessary. Agreement on these functions of CBN was
reached at negotiations.

3.06 ° The Financial Intermediaries’ Role. The financial intermediaries
would continue to play the role they have under the IDF Project. They would
be responsible for (i) supervising the implementation of the Ibadan project
components jointly with World Bank staff; (ii) under the LG line of credit,
assisting Oyo State in the preparation of the LG towns sub-projects and
subsequently carrying out their appraisal and supervision; and (iii) opening
and operating Special Accounts through which project funds for approved
expenditures would be disbursed. They would also be responsible for financing
102 of all project costs and perform functions and provide services under
terms and conditions as set out in the credit guidelines (Annex 4-2). The
PF1Is would present the LG towns sub-projects to be financed together with the
agreed terms and conditions to their Boards fo. acceptance and approval.
Maximum sub-loan amount for any one LG town would be US$2,5 million
equivalent; sub-loans below US§1.0 million equivalent would be *free-limit"
sub-loans which would not require the prior approval of the Bank. Subsidiary
Loan Agreements between FGN and PFIs, and Sub-loan Agreements between PFIs and
Oyo State Government would be required. Draft Subsidiary Loan Agreements and
Sub-loan Agreements have been prepared for the IDF Project; similar forms of
agreements would be used for this project.

3.05 The financial intermediaries, as noted above, would appraise the LG
towns sub-project on the basis of the IDF Guidelines previously agreed to by
the Bank and the FGN. They would: assist Oyo State in project preparation by
providing financing; guide the preparation of terms of reference for studies



and the employment of consultants; process project disbursements; monitor
procurement and accounting; and report annusally to CBN, FMWH and the Bank on
the physical and financial status of the project. They would also be
required: to submit their own audited accounts to the Bank on an annual
basis, together with any other documentation regarding the status of their
portfolios that the Bank may reasonably request; to liaise with CBN by
providing sufficient documentation to enable CBN to operate the Control
Account; and to liaise with FMWH in conducting the annual performance audits
of the project (para. 3.01). Finally, the PFIs would bear the sub-loan
credit risk, so they will be responsible for debt collection from Oyo State
and sub-project loan repayment to FGN. Details of the PFIs roles, functions
and responsibilities are presented in the Credit Guidelines (Annex 4-2).

Oyo State Government's Role

3.06 The Oyo State Government (OYSG) would be responsible for: project
coordinstion and implementation, including detailed designs, preparation of
contract documents and awarding and administering contracts; maintaining
project accounts; and commissioning independent project audits - all in
accordance with the IDF Project Guidelines. Oyo State would also liaise with
FMWH in conducting the annual performance audits of the project. Oyo State
would negotiate a sub-loan agreement with interested PFIs and submit the LG
towns sub-projects for PFI appraisal and financing. Together with the PFls,
0YSG will supervise and monitor LG sub-project implementation by LGs under the
sub-project onlending agreements to be executed between OYSG and participating
LGs.

Local Governments®' Role

3.07 The local governments in Ibadan and in each of the project towns,
representing the third tier of government, would play a key role at the local
level. They would closely work with their Town Planning Section (TPS) in
identifying community nceds, formulating CIPs and local development plans.

The LGs would propose sub-projects for financing under the LG line of credit
and apply for sub-project financing from O0YSG under onlending agreements to be
executed with OYSG and administered by the PFIs. LGs would be responsible for
10 percent of sub-project costs and for the sub-project implementation. They
would play a ceatral role in the maintenance of tertiary infrastructure and
provision of urban services for which they are constitutionally responsible,
such as refuse collection and disposal, markets, motor parks and community
facilities. They would benefit greatly from technical assistance and training
programs designed to enhance their revenue base as well as their
administrative and operational capabilities. Particular attention would be
given by the TPS to the evaluation of environmental implications of sub-
project proposals including resettlement functions for the LG towns and
training would be provided for the TFS in this area.



Project Coordinatioa

3.08 The main responsibility for overall coordination at the state level
would rest with the Project Coordination Unit (PCU) within the MFEP. The PCU,
which has been established but not yet fully staffed, would be responsible
for: coordinating and monitoring the activities of all project implementing
agencies; convening inter-agency meetings; reporting to 0YSG (through MFEP),
FMWH and the Bank; obtaining and managing budgetary allocations for project
preparation activities; assisting implementing agencies in selecting and
recruiting key staff; assisting in selection of consultants, procurement of
civil works and equipment, while ensuring compliance with Bank guidelines and
0YSG regulations; and setting up and maintaining project accounts and
financial management systems. The OYSG Interministerial Committee which has
so far guided and overseen project preparation, would continue its highly
effective coordinating role as Project Monitoring and Implementation
Committee. To ensure continuing effective project coordination, the
appointment of a senior engineer and a senior accountant for the PCU would be
a condition of loan effectiveness.

Project Implementation

3.09 The project will be implemented by the agencies responsible for the
various sector components (see Annex 3-3). In addition to MFEP, the primary
responsibility for project implementation will be shared b the EPC, MLHS, MWT
and LGs as set out below.

3.10 Environmental Protection Commission (EPC). The EPC was recently
established by OYSG to replace the Sewage and Refuse Matters Department. EPC
comes directly under the Military Governor’s office and would be responsible
for the execution of the storm drainage/flood control, the solid waste
management and environmental msnagement components. With respect to storm
drainage and flood control, EPC would be responsible for: routine maintenance
of natural streams and secondary channels; design of channelization and
rehabilitation works; construction supervision; and initiating and
coordinating new projects. With respect to the solid waste management
component, EPC would be responsible for: policy development; licencing,
control, and supervision of private refuse collection contractors, and the
continued promotion and rationalization of private sector involvement in
refuse colisction; refuse collection from towns' inner core areas and communal
collection points, public buildings and facilities not covered by private
contractors; planning; implementation, maintenance and operation of transfer
stations, sanitary landfill sites and zonal workshops. EPC would also be
responsible for: establishing and enforcing environmental standards statewide;
environmental monitoring and control; preparation (by consultants) of an
environmental assessment study; and priority environmental rehabilitation and
protection measures such as reclaiming refuse landfill sites and
rehabilitating severely eroded areas.

3.11 The EPC has only recently completed the definition of its
organizational structure (see Annex 4-3), manpower and financial needs in
relation to its extensive mandate. It is still short of suitably qualified
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staff, rquipment and finance, and its operations would be strengthened through
technical assistance, staff development, nsw recruitment, and equipment
support to be provided under the project. OYSG has prepared a draft edict
with respect to the EPC including the organizational structure and key
positions.

3.12 Ministry of Lands, Housing and Surveys (MLHS). The MLHS would be
responsible for overall land management, planning and information systems
aspects of the project. The Ministry would be responsible for the
establishment and maintenance of the multi-purpose land-related information
system, while the Survey Department would be responsible for the digitized
mapping. The Town Planning Division would supervise and coordinate the work
of local town planning sections, particularly in their preparation of
structure plans and priority infrastructure investment programs. It would
also be responsible for: review of planning and development control
procedures and legislation; preparation and guidance in the implementation of
regional development policies (in conjunction with MFEP); review of land and
housing delivery systems and proposals for more effective tuwn planning
schemes and involvement by the private sector; formulation and implementation
of an equitable compensation and resettlement policy; and would assist EPC in
the formulation of environmental management policies.

3.13 Ministry of Works and Transport (MWT). The MWT would be responsible
for the preparation of the state transport planning and the state highway
maintenance studies. MWT would also provide guidance and oversee (i) the
spare parts credit scheme for private transport operators and (ii) the
assistance to the Vehicle Inspection Office (Annex 2-2).

3.14 LG Town Planning Sections (TPS). The Tr3 in Ibadan and in the LG
towns would be responsible for both CIPs and improvements in planning,
coordination and programming of urban investments in their jurisdictions. As
such, they would be responsible for: preparation of structure plans and
integrated infrastructure development plans; preparation of rolling
infrastructure investment programs; liaison with all sectoral agencies
involved in urban development activities to ensure coordinated development in
accordance with the structure plans and infrastructure plans prepared; liaison
with the private sector to encourage more involvement in residential and
industrial development; preparation and implementation of CIPs (Annex 2-3),
including socio-economic surveys, engineering surveys, establishment of
Planning and Development Committees’ and liaison with local community groups.

3.15 Ibadan Municipal Government (IMG) and other LGAs. The IMG would play
a crucial role in the maintenance of minor access roads and drains constructed
as part of Ibadan’s community improvement program. In view of severe manpower
constcaints and a weak financial resource bLase, IMG will be a primary focus of
the institutional strengthening and revenue enhancement measures of the
project. In addition to strengthening its operations and maintenance
capabilities through a twinning arrangement, IMG would also benefit from
extensive assistance through the proiect for: establishment and maintenance
of a multi-purpose land-related information system, including an updated
property roll; ard a value-based assessment of properties; setting and
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effective collection of property taxes and licence fees (Annex 4-3, pPart IV);
planning, budgeting and monitoring of municipal maintenance work; development
and operation of markets, motor parks, car parks and collection of fees;
improved administrative procedures and financial management. The technical
assistance and training in IMG's main operational areas (administration,
financial management, maintenance and planning) would be provided by
practitioners from the City of Gothenburg (Sweden) which has agreed to enter
into an agreement on a municipal partnership (twinning) with IMG.

3.16 Project implementation will extend over a period of six years until
June 30, 1996 with major civil works in Ibadan completed within 4-5 years
(Annex 3-4). Infrastructure improvements in the LG towns would lag ahout two
years. During negotiations, agreement was reached with 0YSG that funds
provided for the LG towns would have to be committed to viable sub-projects by
the end of the third year after loan effectiveness, failing which the Bank
would cancel uncommitted funds.

3.17 Status of Project Preparation. Following the initial slow progress of
preparation, momentum had picked up considerably since early 1988 and
preliminary design works and preparation of terms of reference for detailed
engineering design and tender documents have been completed for the major
components. OYSG has already invited consultants®’ preposals for the detailed
design of the storm drainage works. With respect to the implementing
agencies, the EPC has been established and key staff have participated fully
in the final stages of project preparation. Communities in Ibadan as well as
in the LG towns are being mobilized by the LG Councils and TPS staff and are
participating fully in the preparation of the upgrading proposals and designs.
The PCU, although not yet fully staffed, has been effective in coordinating
project preparation and appraisal, and the Project Coordinator (appointed in
April 1988) has already taken training in Bank procurement and disbursement
procedures. Suitable sites for the two resettlement areas, the sanitary
landfill and the solid waste office, workshop, transfer station have been
identified at appraisal, and OYSG has already alloca_.>d the necessary land for
these sites. Completion of the land acquisitions would be a condition of loan
effectiveness.




B. Procurement

3.18 Procurement arrangements which are detailed in Annex 3-1 are
summarized as follows:

Procuremant Msthods
ceccemanccanacees(US§ million) ---eccccccccnaa..
Internat. Local
ICB LCB __Shopping Shopping Other Total

Civil Works 23.3 19.4 42.8
(18.5) (14.7) (33.2)
Equipment and Vehicles 8.2 1.4 0.7 0.5 10.7
(7.8) (1.2) (0.6) (0.5) (10.0)
Design and Supervision 4.0 4.0
(1.5) (1.5)
~Studies 1.9 1.9
(1.0) (1.0)
Technical Assistance 3.9 3.9
(1.5) (1.5)
Training 1.8 1.8
(1.0) (1.9)
Mapping and Valuation 1.7 0.7 . ’ 2.3
(1.6) (0.2) {1.8)
Land and Compensation 1.3 1.3
(0.0) (0.0)
Total 33.2 20.1 1.4 0.7 13.5 68.8
(27.8) (15.0) (1.2) (0.6) (5.5) (50.0)

Note: Figures in parentheses are the respective amounts financed by IBRD.

3.19 Infrastructure improvements in seven or more towns with poesibly
several contracts for each town would involve at least 25 civil works
contracts ranging from approximately US$100,000 to a maximum of US$5 million
equivalent. The large civil works contracts totalling about US$18.5 million
would be procured thrzugh ICB, and procurement of smaller civil works
contracts of less tian US$1.0 million each would be through local competitive
bidding (LCB) up to a maximum aggregate of about US$20 million equivalent. On
the basis of current experience in Nigeria these contracts are too small and
scattered to interest foreign contractors unless they are already established
in Nigeria. 1In any case, foreign contractors would not be precluded from
participation in LCB. There will be prequalification of contractors for all
civil works contracts exceeding US$1.0 million equivalent. Oyo State
procurement regulations have been reviewed during appraisal and generally
comply with Bank guidelines. Assurances by OYSG were obtained that no
selective tendering will be used and that contract awards would be made
without negotiations fo the lowest evaluated, responsive bidder. In additionm,

]
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0YSG will be required to suk it the first LCB bidding document for civil works
for prior review by the Bank, and standardized bidding documents will be
agreed upon. Prior Bank review will also be required for any contract
exceeding US$1.0 million equivalent, and the Bank would review smaller
contracts by sampling prior to award.

3.20 Vehicles and equipment would, whenever feasible, be grouped to obtain
packages of at least US$1.0 million equivalent to be of a size suitable for
ICB in conformity with Bank procurement guidelines. For materials and
equipment of less than US$300,000 equivalent per contract, local or
international shopping up to a total of US$3.0 million would be permitted. A
minimum of three quotations would be obtained from local suppliers, overseas
suppliers or their local agents for specialized equipment, such as computers,
where prompt servicing and repairs are considered to be essential. Staff of
PFIs would be associated with Bank staff in monitoring procurement for the
Ibadan components of the project. Following this familiarization period,
which would be supplemented by suitable training, PFI staff would be
responsible for procurement monitoring under the LG line of credit.

3.21 Consultant services for design and supervision, studies, technical
assistance and training would be procured in accordarce with Bank guidelines
for the use of consultants and in consultation with the PFIs. A substantial
portion of design and supervision services are of a nature and scope to allow
extensive use of Nigerian consultants and experts, and activities involving
foreign firms and specialists would be linked with specific training programs
for Nigerian staff. Training of local staff will also be fully integrated
with the technical assistance assignments to assure the maximum transfer of
expertise.

C. Disbursement

3.22 As in the case of the IDF Project, assurances were obtained during
negotiations that special accounts would be established for each PFI and that
these special accounts would be established in foreign currency and operated
on terms and conditions acceptable to the Bank. The PFIs would be entitled to
periodic withdrawals from their respective special accounts as well as from
the OYSG special account to finance eligible foreign exchange expenditures
under the project. It was agreed that as conditions of disbursement, (a) a
sub-loan would be made between OYSG and a PFI in accordance with agreed
procedures and terms and conditions acceptable to the Bank; and (b) the PFI
making the sub-loan agreement would have entered into a Subsidiary Loan
Agreement with FGN. It was further agreed that the PFIs would undertake
periodic audits and provide reports as the Bank may reasonably request.

3.23 At the time of project effectiveness, and upon receipt of duly
authorized withdrawal applications, the Bank would make an initial deposit of
US$0.5 million into each PFI special account and US$1.5 million in respect of
Oyo State special account representing the equivalent of three months’
expenditures. Replenishment of special accounts by the Bank would require
submission to the Bank of full documentation or, in the case of smaller
contracts, certified statements of expenditure (SOEs) for all eligible project
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expenditures (para. 3.22) by the relevant PFI. Bank replenishment of the
PFIs®' Special Accounts will be geared to the rate of withdrawals and will be
reviewed periodically. A special account in foreign currency would also be
established for the FMWH with an initial deposit of US$.2 million.
Replenishment of this special account by the Bank would require the submission
to the Bank of full documentation or certified SOE’s for smaller amounts for
all eligible expenditures by FMWH.

3.24 PFI disbursements from their respective special accounts would be on
the basis of architect’'s or engineer’'s certificates against approved contracts
or, where appropriate, under Bank Procurement Guidelines against certified
SOEs approved by the PCU on hehalf of 0YSG. Full contract documentation would
be required for all eligible expenditures except for contracts of less than
US$50,000 egquivalent. Where a PFI's oxisting disbursement documentation
requiremen¢s are more extenslve than those outlined above, these requirements
may prevsil. 80F limits could be liberalized based on experience gaiaed
during project implementation. Detailed contract and disbursement
documentation would be retained by the PFIs and made available for review by
periodic Bank supervision missions.

3.25 The project will be substantially completed by December 31, 1995 and
the loan fully disbursed by June 30, 1996. The estimated disbursement
schedule shown in Annex 3-2 approximates the Nigerisn profile for all sectors.
Category allocations and percentages to be financed by the loan are as
follows:

Disbursements by Categories

Category Amount Percentage Financed
US$ million
(1) Civil works 32.¢ 1001 of fereign

experditures and
752 of local

expenditures

(2) Equipment & Vehicles 8.1 1002 of foreign and
752 of local
expenditures

(3) Consultants® services 4.6 1002

and training
(4) Unallocated 5.3
Total 50.0

D. Accounting and Auditing

3.26 The PFIs would be required to provide the Bank with audited project
accounts (including SOEs), as well as sudited financial statements of the PFIs
themselves, including details on arredrs and structure of portfolios. 1In
keeping with its responsibilities under the IDF Project, the FMWH would be



required to undertake an annual performance audit of the project. As in the
case of the IDF Project, CBN would operate a Control Account for the project
and report annually to FMFED, FMWH and the Bank on the PFIs’ financial
performance and the overall financial status of the project. The PFIs’
audits, CBN's annual report and the project performance audit would be
submitted to the Bank annually within six monthe of the close of each fiscal
year.

IV. FINANCIAL AND ECONOMIC ANALYSIS

A. Merchant Bank Orgsnization, Finances and Pezformance

4.01 The five PFIs (CME, IMB, NAL, MME and ICOWM) already selected to
participate under the IDF project would be eligible, in principle, to
participate under the proposed project. The first four Benks have continued
to demonstrate their financial strength and technical capacity. ICON has in
the past demonstrated these attributes, but recently CBN's stringent measures
to restrict credit expansion, including the dramatic withdrawal of Government
and parastatal deposits from the banking system (Annex 4.1, para. 6) have
revealed weaknesses in ICON’s liquidity management and portfolio quality.
Therefore ICON can continue to participate only if a more detailed assessment
of ICON's recent financial 3tatus, currently underway, confirms its continued
financial strength. The other four Banks, however, have weathered well the
recent liquidity squeeze, which attests to the quality of their management and
policies. At the request of the FGN, additional banks are currently being
appraised by the Bank, on the basis of the eligibility criteria established
under the IDF, The five banks already selected (including ICON) account for
about 702 of the assets held by merchant banks in Nigeria, and three of these
banks are associated with prominent international banks whose equity
participation is between 30-40X. Despite the fact that the Nigerian
Goverrment retains majority shareholding, the banks are relatively free of
Government intervention, except for the appointment of managing directors.
They operate on the basis of commercial criterie, and have a reputation of
being among the most profitable and efficiently run organizations in Nigeria.
The banks are generally well organized and competently staffed, with more than
502 of their middle and upper level management holding master’s degrees or
equivalent qualifications in finance, accounting or marketing. On average,
managers have had at least ten years of banking experience, and have been in
their present posts for five years or more. Their operating procedures are
generally sound and well documented.

4,02 These merchant banks are well versed in project lending, eyndication
and supervision, and possess considerable experience, particularly in the
manufacturing, real estate and construction sectors in the various states of
the federation. Their experience with direct state lending for urban
projects, however, has been limited, and their staff are not well trained in
municipal engineering matters or in the intricacies of state finances, revenue
mobilization and institutional development. These deficiencies are being
overcome through staff recruitment, training programs and utilization of
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outside consultants under the ongoing IDF project. In addition, all the PFIs
have created specialized project units staffed with qualified engineers and
financial analysts and can recruit additional staff or consultants as
required. The experience being gained now by the PFIs in the implementation
of the IDF project--from initial discussions with states through to project
identification and appraisal--and the fact that they participated in nearly
all discussion during project appraisal, will greatly facilitate the PFIs’
involvement in the proposed project. FGN and the Bank are satisfied with the
initiative and approach the PFIs have displayed so far in implementing the IDF
Project; the PFIs have matched their enthusiasm for this novel mechanism with
the necessary technical competence, financial expertise and political skills.
The proposed Health System Fund (HSF) Project, recently negotiated follows the
same approach. Under that project the PFIe have again demonstrated their
competence and have assisted the States in all phases of the preparation
process. Sub-project states under both the IDF and the proposed ESF projects
are benefitting greatly from the frequent advice, timely assistance and solid
support they receive from their PFIs on all financial and management aspects
of their sub-projects. Relationships of mutuzl trust are evolving not only
between states and PFIs, but also between PFIs snd FMWH (or the Federal
Ministry of Health in the case of the HSF project). For both facilities, the
corresponding federal ministries rely in part on the PFIs to generate interest
and follow up on initial enquiries by the states.

PFIs’ Finances and Impact of Project

4.03 Total assets of the five PFIs have grown at an average annual rate of
451 over the past eight years. The fastest growth took place in the 1981-82
period, during which the banks grew at an unprecedented annual rate of 78Z.
During the 1986-1988 period, the PFIs grew at an annual rate of 45%; however
in 1988, when restraints on credit growth were applied by the Government
(Annex 4-1, para. 6), growth dropped to 21X. The financial structure of the
PFIs is characterized by relatively short-term deposits, with little medium-
and long-term debt. In general, cash, receivables, short-term loans and
advances, and other short-term assets accounted for well over 60X of total
assets during 1984-1988. While limiting earnings, these assets have generally
helped the banks through periods of tight liquidity such as the recent sudden
withdrawal of Government deposits from the system. This liquidity is
particularly important given that an average of 40X of their portfolio is in
loans and advances with maturities of over three years, and given that over
three-fourths of their total resources are represented by short term
liabilities., (See Annex 4-1 for more details on the PFIs, including the most
recently audited financial statements and portfolio information).

4.04 Historically, the PFIs have maintained debt/equity ratios of roughly
22:1, which is on the high side for a medium to long term lending institution.
Given the risk profile of their asset structure and the significant term
transformation the PFIs continue to undertake, a higher level of
capitalization is clearly desirable. With the exception of ICON, the PFIs
have already taken steps to reduce their debt/equity ratios. The Bank with
support from CBN would closely wmonitor the quality of the portfolio of the
PFIs during implementation of the project. During negotiations, it was agreed



that CBN would review with the Bank annually: (i) the financial performance
of the PFIs with particular reference to their capital adequacy and their
liquidity position; and (ii) where necessary, measures to improve the
financial performance of the PFIs, provided that such measures are consistent
with the overall credit and monetary policy objectives of the CBN. Continued
PFI eligibility to participate in the IDF scheme would be determined on the
basis of such performance reviews. As indicated in para. 4.01 above, such
review of ICON's recent performance is already underway to establish its
continued eligibility.

4.05 Detailed information on arrearages and the affected portfolio is
regularly being supplied to the Bank on a confidential basis. Based on this
data, it is generally concluded thet scme deterioration of the PFIz’ portfolio
has taken place over the past few years. The recent measures tekenm by the
Government pertaining to the withdrawsl of deposits has exacerbated the
situation and brought to light some weaskne¢ssee in portfolic quaiity. The
provisioning levels of the PFIs range from 7Z to 272 of the gross portfolios.
About 12X of thes gross portfolio (up from 9% in 1986) is over 90 days in
arrears. However, there arez differences between PFIs, with ICON showing a
weaker portfolio quality.

4.06 The profitability of the PFIs has been high in the past in spite of
the interest rate ceilings which did not distinguish adequately between real
and nominal profits of banks. The PFIs managed to maintain a positive return
on equity through commissions and other charges on loans and through the
substantial interest free advances placed with banks by importers pending
release of foreign exchange by CBN. Following the liberalization of interest
rates in 1987, the PFIs have improved their real rate of return on equity.
Nominal after tax rates of return on average equity during the 1981-89 period
ranged from 187 to 661. During 1988 after tax returns on equity ranged from
367 to 98% (but this latter figure reflected extraordinary profits due to
revaluation of foreign assets). Thus, during 1988, the PFIs on the whole had
positive rates of return in real terms. While no audited figures are
available for 1989, some deterioration in their profitability seems to hive
occurred. As a percent of average total assets, the gross spread (interest
income less interest expense) shows narrow margins (1.87 to 3.9 in the last
year), but when other income is included, the margins increase significantly
(4.9 to 7.02). In general, administrative costs expressed as a percent of
average total assets have been kept in the range of 1I to 2Z which is very
reasonable. During the periodic detailed reviews of the PFIs’ financial
situation, an assessment would need to be made to determine the degree to
which profitability has beer overstated due to underprovision for problem
loans and other potential losses.

4.07 Projections of financial statements carried out for the five PFls
incorporating the ongoing IDF loan, and the proposed Oyo Urban Project
(assuming an even distribution of the proposed line of credit to the priority
towns amongst the PFIs), show that at no time would borrowing from IBRD exceed
about 167 of outstanding liabilities.
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B. State and Local Government Finances

Oyo State

4.08 Oyo State, like most States in Nigeria, receives over 802 of its
revenue from its shave of the Federation account. The fluctuations in oil
prices have tended to create serious financial problems for the State ad a
result of decreased income from the Federation account. At the direction of
the Federal Government, the State has set up a "Stahilization Account,® since
January 1988, and contributes 107 of its total revenue in order to offset the
impact of fluctuations in statutory allocations.

4.09 Debt service was not a major problem before 1984, as internal loans
were largely limited to lomg-term Federal Developmant Loan Stock at relatiwely
low interest rates. External loans which were mpinly raised hmtween 1989 and
19835 carried s 3-5 year moratorium but invglved high interest vates and shost
repayment perjods. The decline in the exchange rute of the Nalra sgainst
major internstional currencies has considerably increased the Naire cost of
external debt serviciig. The State'’s ability to meet its debt service
obligation was further adversely affected by severe budgetary constraints.

The total debt outstanding at the end of 1988 was about N3 billion (N2.5
billion external and N0.5 billion internal). A rescheduling of the debt
service, which is being contemplated by FGN, will give the State time to take
appropriate measures to strengthen its financial position over the next few
years. The internal measures that the State needs to take include: (i)
improvement in the Internal Revenue mobilization and financial management;
(ii) constant review and monitoring of user charges to ensure cost recovery;
(iii) control on growth of recurrent and capital expenditure with much greater
emphasis on rehabilitation and maintenance of infrastructure and priority
projects with cost recovery potential; and (iv) rescheduling of debt to local
banks and contractors over five years..

4,10 The state government in 1989 has implemented a revised organizational
structure of the Internal Revenue Department in line with the guidelines from
the Federal Government which has already led to more effective use of existing
resources (see chart on page 2 of Annex 4-3). The project will provide
management support to the Internal Revenue Department in the form of transport
equipment and staff training. In addition, the project will also provide
audio-visual equipment and transport to the Civil Service Training School in
order for it to run courses designed to enhance skills of all Internal Revenue
staff. During the implementation period of the project, the Internal Revenue
Department would draw up a staff training development plan cuvering all staff.
The training courses would be developed jointly by the Civil Service Training
School and the Internal Revenue Department.,

4.11 Assurances were obtained from OYSG to improve overall internal revenue
collection starting in 1990 by an average of five percent annually in real
terms over a five year period. 0YSG would propose specific measures for
reaching this overall target, but would retain flexibility to modify their
proposals in accordance with changes in tax rates and allowances as determined
from time to time by FGN. No rate increases or new taxes are proposed, but
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the increases in internally generated revenue would be achieved through: (i)
more assessments; (ii) improved billing and collection procedures; (iii)
reduction of tax arrears; (iv) creation of an updated master tax file, and (v)
frequent review of user charges to reach economic levels. During the first
six months of 1989, 0YSG intensified billing and collection efforts which
resulted in a 21 percent increase in internally generated revenues over target
levels. The projections in Annex 4-3 present a specific example of how the
overall target could be reached by OYSG. Training, equipment and technical
assistance would be provided under the project to support the implementation
of the revenue enhancement measures.

4.12 There is a need to shift emphasis from new investment to
rehabilitation of eristing infrastructure so that 0YSC optimizer the returns
on its agssets. OYSG has set wp an Infrastructure Maintenance and
Rehabiiitation Pund 20 ensure that maintenance takes pricrity over other
expeaditurzs except those for salsries and wagea. Ag a consequence cf this
action, there would be less Zunding avallable from O¥8G's own resources for
new investment, snd 0YSG has provided the Bank with a draf¢ of its 1990-92
three year rolling development plan.

4.13 It is expected that with the above measures, the State government
would realize a steadily growing current account surplus from 1988 to 1992
followed by a deficit for two years in 1993 and 1994, as a result of the full
impact of the debt servicing burden at the end of the five-year assumed grace
period on existing foreign debt. It would then again continue to realize
steadily increasing surpluses. The project would have an overall positive
impact on 0YSG's finances because it will enable the State to carry out proper
maintenance of all its infrastructure. In the absence of the project, the
State’'s dependence on Federal allocations would increase thus putting it in a
more uncertain position during times of falling Federal revenues. Details of
State finances are presented in Annex 4-3.

Local Governments

4.14 The LG Councils in Oyo State ar. facing a difficult financial
situation due to a narrow tax base, poor financial management, frequent

late or non-receipt of their share of the Federation account and State
revenues, and a heavy burden placed upon them to meet a significant part of
the cost of primary education. In some cases, over 80X of the revenues were
used to meet their share of the primary school teachers’ salaries.

4.15 The LGs, hitherto in Nigerla, have played a very peripheral role in
the development process, as most of the traditional LG functions have been
performed by the State Governments. However, there is a renewed awareness of
the importance of the local demucratic institutions®’ key role in the local
development process. Federal Government is now placing much greater emphasis
cn rural development and the role of LGs. In order to reduce the financial
burden of primary education on LGs, the Federal Government in 1988 has decided
to finance 652 of the cost of primary school teachers’ salaries and, in
addition, to channel their share of the Federation account directly to the LGs
rather than through the State Governments. This arrangement will lead to
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significant improvement in the financial position of municipal governments in
Oyo State over the medium term.

4.16 LGs also need to enlarge their tax base and improve their financial
management and revenue collection in particular. The latter would be
addressed by improving staff skills for which provision would be made in the
project. Increased revenue generation at the local LG level wculd best be
achieved through the introduction of an enhanced”tenement rating system, and
IMG commitment was given to its establishment in Ibadan. The Bank has been
furnished with existing legislation on the tenement rating system.

4,17 Draft terms of reference for a State Rating Valuation Coordinator and
for a Chief Rating Valuation Officer for IMG and presentation by IMG of
outline proposals for achiewing lmproved rate collection marforusnce
commencing in 1980 have been prepared by OYSG and IMO and were presented to
the Bank. The publilc advertisements for the State Rating Valuatlon
Coordinator and the IMG Chief Rating Valuation Officer have been i{ssued. Once
these two key posts have been filled, implementation of the enhanced tenement
rating system by IMG wculd proceed with the recruitment of staff, acquisition
of equipment and the engagement of private sector valuers to carry out the
property valuations. Details of the present and the proposed systems are
described in Annex 4-3.

C. Project Benefits

4.18 The project would have a significant physical/environmental, economic
and social impact on Ibadan, the other major towns of Oyo Stat2 and their
surrounding areas. Implementation of storm drainage and flood control
measures will help prevent flood damage--a frequent occurrence--which affects
infrastructure and property and results in loss of lives and economic
activity. Furthermore, the servic: roads to support the drainage system will
provide greater ease of maintenance and improved access to neighborhood
communities.

4.19 Implementation of the solid waste management component will improve
sanitation and thus reduce health risks, reclaim lands from illegal dump sites
and contribute to flood mitigation by keeping drainage channels clear. The
spare parts credit scheme to private transport operators will assist to keep
mass transit vehicles running in better and safer conditions thereby providing
affordable urban transport to middle and lower income groups.

%.20 The CIP will directly enhance the living environment of three
communities with a total population of about 66,000. The provision of basic
infrastructure services and sanitation measures will be reflected in increased
property and rental values. The LG towns rehabilitation will be evaluatad by
the selected PFIs and thus the specific benefits will be determined then,
though they are expected to be similar to those discussed above, because the
general nature and scope of the LG towns sub-projects will be similar to the
Ibadan rehabilitation components, in particular the CIP.



D. Economic Analysis

4.21 A summary of the economic analysis of the appraised project components
is presented in Annex 4-4. The PFIs would be required to undertake the
economic analy;.is ‘'of the LG towns sub-components following the criteria and
methodological approaches estabiished under the IDF project.

4.22 Quantifiable benefits were measured for each major component except
for solid waste management where the least cost solution was applied. The
total cost of the storm drainage and flood control, and the CIP components is
56X of the Ibadan rehabilitation component. The weighted average ERR is
estimated at 22%. Cost streams include calculations for civil works,
equipment and machines, demolition and resettlement, engineering design and
manasgement, physical contingencies and provision for rovutine and periodic
maintenance. Economlic costs and benefits were expressed in intervational
border prices, in US dollars at Janusry 1989 prices and at the curven:
exchange rate. An overview of the economic evajiuation is givan Delow.

.23 Storm Drainsge and Flcod Contrpl. A study of past flonds and
resulting damage identified three levels uf flood damage: (a) annual damage of
about N1 million; (b) damage due to a S-year flood of about N2.6 million, and
(c) damage due to a 25 year flood of about N540 million in 1989 prices.
Benefit streams were calculated by taking the probabilities of the occurrence
of this damage. The result shows an ERR of 24X which is conservative as the
physical damage is believed to be underestimated. If the benefits decrease by
207 the ERR becomes 15%, and if the costs increase by 20X the ERR becomes 17Z.

4.24 Community Improvement Piogram. 3Benefits were quantified on the basis
of the more reliable property value approach rather than rental value. Based
on a sample survey in the target and two comparable communities, property
values would increase by 767 with the project resulting in an ERR of 242. 1If
the benefits decrease by 20%, the ERR is reduced to 152, and if costs increase
by 20% the ERR is reduced to 17X.

E. Poverty Impact

4.25 The urban poverty threshold was estimated at N696 per capita per
annum, as compared with N497 based on the Bank’s definition of the threshold.
The former is used in the project analysis (Annex 4-4). In Ibadan city the
percentage of the poor is estimated at about 57%; the share of the poor in the
three communities to benefit from the CIP is estimated at 662.

4.26 The project components have been targeted to improve areas least
served by basic infrastructure and public services. These areas tend to
coincide with a high concentration of lower income groups. The detailed
poverty impact analysis shows that about 64% of the capital expenditures for
the Ibadan infrastructure will benefit the poor. A similar percentage is
expected for the LG towns component.
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F. Project Risks -

4.27 The main risks of this project rselate to the institutional and
financial wesknesses of the State and Local Governments. The first problem,
evidenced most strongly by lack of coordination and weak management, has begun
to be addressed already in the course of project preparation. The
Interministerial Committee, established by OYuG for guiding the preparation

_ and implementation of the project, has been evolving into an increasingly
effective inter-agency coordinating body. Under the strong leadership and
direction of the MFEP, responsibilities of State bodies and LG organizations
have been clearly defined. Technical assistance and training under the
project have been specifically designed to remedy the deficiencies in urban
infrastructure management and development during project implementation. In
addition, a municipal partnership arrangement (*twinning agreement") has been
concluded between IMG and the City of Gothenburg, Sweden, to provide
operationally more relevaut support and training in manicipal and financial
manszement, planning end administration for Ibadan.

h.28 The risk of political reluctance to implement the reszource
mobilization measures in the face of public unwillingness or inability to pay
will be minimized in two ways. No new taxes or levies will be introduced, but
revenue increases will be achieved through improved management, biiling and
collection of existing sources of revenue; realistic targets which take
ability to pay into account have been agreed on. Secondly, the introduction
of intensified collection efforts will be timed in such a manner as to be
preceded by tangible improvements in infrastructure and service delivery so as
to enhance the population’s willingness to pay. In addition, public
information and education programs will precede and accompany the resource
mobilization measures. There is the further risk of political interference
with PFIs. The risk of political interference in the credit decisions of PFIs
has been minimized by the selection of merchant banks with strong management
and technical capability.

G. Environmental Impact

4.29  The proposed project would lead to significant improvements and
tangible benefits to Ibadan’s environment. The unsightly and hazardous refuse
disposal sites would be rehabilitated, refuse collection improved and a new
sanitary landfill site developed. An Environmental Management Department
would be established within the EPC to develop statewide environmental policy
and programs; establish and monitor standards; and undertake environmental
improvement programs. The project would begin to address the severe erosion
problems in Ibadan’'s hilly zones through a pilot erosion control project,
which would also reduce silting of stream beds and the incidence of flash-
flooding. Through an educational program the public would be sensitized to
environmental issues and ways in which irreversible degradation can be avoided
at the individual and community level.

4,30 About 150 residential structures in total would be affected by the
drain widening and by the CIP in Agugu and Yemetu. Land has been identified
adjacent to both these communities for the development of resettlement areas



- 28 -

where plots with basic infrastructure services would be provided for the
affected families. The residents displaced by the drain construction would be
accommodated at the Yemetu site which is close to their present community.
Substantial efforts have been made during preparation and appraisal to
minimize disruption and the number of families affected, and these efforts
would be continued and intensified during detailed design and implementation.
0YSG has formulated & draft compensation and resettlement policy which would
avoid undue hardships without encouraging further illegal construction in
other streams or road reserves; 0YSG would also prepare & resettlement plan
dealing with credit and material assistance, re-establishment of employment,
community facilities and other implementation details. OYSG has already
allocated land suitable for a resettlement zone. Completion of land
acquisition for the resettlement areas would be a condition of lcan
effectiveness.

V. AGREEMENZS AND ASSURANCES REACHED AND RECOMMENDATION

A. Agreements and Assurances

5.01 Agreements and assurances were reached on the following at
negotiations:

(a) expenditures incurred by 0YSG after September 1, 1989, for design,
studies, landfill site development and preparatory training activities
would be eligible for retroactive financing not to exceed US$1.5

"million equivalent (para. 2.12):

(b) FGN would, through FMWH, FMFED, CBN and the PFIs implement the project
in accordance with the IDF Policy Statement and the IDF Project
Guidelines and following the procedures previously established and
agreed to by FGN for the IDF Project (paras. 3.02, 3.03, and 4.04,
Annex 1-2);

(c) funds provided for the LG line of credit would be committed by the end
of the third year from loan effectiveness failing which the Bank would
cancel the uncommitted funds (para. 3.16);

(d) procurement, disbursement, monitoring, accounting, auditing and
reporting requirements (paras. 3.19, 3.22, 3.26);

(e) OYSG would undertake to achieve, starting in 1990, agreed overall
internal revenue targets (para. 4.11);

(f) IMG’s conmitment to the introduction of an enhanced tenement rating
system in Ibadan (para. 4.16).

B. Conditions of Loan Effectiveness

5.02 Conditions of loan effectiveness are:
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(a) appointment by OYSG of a senior engineer and a senior accountant to
the PCU (para. 2.08); and

(b) completion of land acquisition for resettlement areas, sanitary
landfill site and site for central offices, workshop, refuse transfer
station (paras. 3.17 and 4.30).

C. Conditions of Disbursements

5.03 Conditions of loan disbursement in respect of the line of credit
component are:

(a% execution of a sub-loan between 0YSG and a PFI in sccordance with
egreed procedures and terms and conditions (para. 3.22); and

(b) the PFI meking the sub-loan would have entered into a Subsidiary Loan
Agreement with the Borrower (para. 3.22).

D. Recommendation

5.04 On the basis of the above agreements and conditions, the proposed
project would be suitable for an IBRD loan of US$50.0 million at the
prevailing terms and conditions.

AF4IN
April 12, 1990
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FEDERAL REPUBLIC OF NIGERIA

OYO STATE URBAN PROJECT (IDF II)
SELECTED LOCAL GOVERRMENT TOWNS

ile~Ife, with a population of about 400,000 and considered the cradle
of Yorubs civilization, is now an important produce marketing,
trading and aducational center set amidet e rich aegricultural area.
A traditional treding center for kola nuts vhich sre exported to the
north, Xle-Ife also haa established saw mills and a clay brick
menufacturing plant.

The town suffers from severe water shortages although supply from the
Osogbo-Ede system, as well as the town's distribution network, are
currently being expanded. In the meantime, wells are extensively
used. Sanitation is generally by pit latrine or bush, with newer
properties required to install septic tanks. Roads are in extremely
poor condition; most are unpaved or in urgent need of reconstruction.
Formal drainage is either non-existent or poorly constructed and ill.
maintained. Electricity supply, since the recent commissioning of a
major transformer station, is now reasonably stable. As in some
other towns in Oyo State, house-to-house garbage collection is by
private contractors who charge N10 per month. However, there is no
landfill site and, despite the designation of environmental
sanitation day once a month, much garbage still accumsiates in drains
and watercourses. '

The Local Planning Authority (LPA) had no development plan to guide
developmer:t, which has besn haphazard and uncontrolled. A master
plan exercise, begun in 1980, is to be resuscitated, although the
validity and usefulness of & rigid master plan is questionable in the
absence of an adequate development framework, data base, controls and
enforcement. The LPA has two layout schemes under development but
vhereas most plots have been sold, very few have been consolidated.
Changes in building permit regulations in 1988, requiring
applications to include & survey plan with boundary coordinates, has
led to a significant drop in building applications.

The LG has been constructing some local access roads but has funding

‘problems. Properties are being numbered but the new tenement rate

has yet to yield significant revenues and is meeting public
resistance. '
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ILESA

(5)

(6)

(7)

(8)

(9)

Lying in the eastern cocoa-rich area of the state, Ilesa is a town of
over 500,000 in the smallest Local Government area of Oyo. The urban
economy is characterized by the large informal sector, engaged
primarily in trading, and in the marketing of food crops, although it
is also the site of a brewery and a number of saw mills.

Only 10X of the town is estimated to have sccess to piped water
supply, the remainder using shallow wells. There are plans to .expand
the treatment plant, which is fed from a source aome 20 kms from the

"town. Sanitation is generally by pit latrine or bush, with newer

properties required to install septic tanks., The town hay a
reasonable network of rcads, many of which are gurfaced. The major
stream (the Ora) floods frequently and needs desilting and
channelization. Electricity supply is erratic and subject to
frequent outages.

Ilesa has no development plan as a tool for assessing development
applications, although & master plan was begun in 1980. Building
applications have been increasing although development appears
predominantly land-driven with availability of infrastructure and
services having influence on development decisions. The urban sprawl
has spilled over the LG boundary and the LPA deals also with planning
applications from outside the LPA area. One planning scheme was
started by the LPA but this is now largely inactive, possibly because
of the poor infrastructure and location.

The LG has been providing some access roads. Generally, however,
services provided are limited and maintenance inadequate. The major
LG revenues are from markets, taxi and motor parks. The numbering of
properties has recently been carried out in preparation for the
introduction of a tenement rate, which is strongly resisted by the
public because of the paucity of services. Currently a N7.50 per
annum capitation or *head tax*® is levied.

0GBOMOSO

Ogbomoso, the second largest town in Oyo State, with a population
estimated at over 600,000 lies on the main route from Lagos and
Ibadan to the north., It is an important food marketing center,
particularly yam, cassava and maize, as well as the home of a major
Baptist Seminary and other facilities (teaching, clinic, etc.). The
town, in addition to active informal trading, has attracted a number
of industries such as a brewery, a flour mill, paper processing, soap
and candle manufacturing, saw mills and poultry farms in the
vicinity.
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Lack of an adequate water supply is a major problem and, although
there is a large water reservoir, the treatment plant and pumping
equipment has not been expanded since its installation in 1962.
Water rationing is common and shallow wells .are used extensively.
There are plans for expanding the system. Sanitation is generally
by pit latrine or the bush, while newer houses use geptic tanks. A
major federal road to the North passes through the town and street
lighting is currently being installed along this road. Many local
roads are tarred, but large residential areas are poorly served.
Msintenance of roads and druins is virtually non-existent. Major
streams flood regularly although few properties are directly
affucted. Road drainage is very poor and the steep slopes
extensively eroded. The LG is constrmcting some culverts, but
without an apparent drainage plan or appropriate levels.
Elactricity supply is unstable, with transformer capacity sufficient
to met only 50 of demand. Rationing is therefore common with
rotating outages affecting all areas of town. There has been a
noticeable improvement in solid waste management, but garbage is
still apparent in low-lying areas and in drainage channeis.

The LAP had no development plan to guide growth and prevent
haphazard development. A master plan exercise, begun in 1978, was
limited to data-gathering and is of no use to planners in guiding
investments and development. Relatively recent (1972) base maps at
a8 scale of 1:1000 are available and the LPA was trying to update
these on an area by area basis. The LPA, using such maps, had begun
a comprehensive infrastructure improvement plan in the Alapata area.
The town is growing at a rate of about 20,000 people per annum but
has ne effective housing delivery system particularly in the older
core area. The LPA had ambitious plans to extend their planning
schemes, which have been largely ineffectual in dealing with demand.
At the same time it appears powerless to stop illegal comnstruction,
including encroachment of drainage basins. Generally services
provided by LG axe iimited and the maintenance of roads and drains
has been totally neglected. ‘

D. 0SOGBO

(12)

(13)

A traditional trading center on the main rsilway line to the north,
Osogbo, with a population of between 500,000 and 600,000, lies a
rich sgricultural and densely populated arva. The local economy,
which had sagged with the waning of railway traffic and unfavorable
agricultural pricing policies of the past, has received a boost from
the sitting of a steel rolling mill and machine tools factery,
sugmenting the older industries based on pottery, traditional cloth-
making, and flour and seed mills.

Inadequate and poor infrastructure systems in Osogbo severely
constrain its efficient functioning and future development
prospects. Water supply in areas served with piped distribution
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(mostly the western area of town) is intermittent while the many
leaks in the distribution system waste much of the limited supply
available. Many residents use shallow wells which are prone to
contamination and exhaustion. The water supply and treatment works
on the River Erinle at Ede are currently being extended to augment
supply to Osogbo as well as Ede and Ile-Ife. Sanitation is
generally by pit latrine or bush, with newer properties required to
install septic tanks in the urban area. Roads are mainly graveled
and severely eroded due to high rainfall intensities and steep
slopes, while most roads lack proper drainage. The Okooko and
Ogbagbaa streams which flow through the town are not maintained and
flood annually. The garbage deposited ian the streams exacerbates
the problem. Electricity supply to the town is reasonably stable,
thanks to the national control center in Osogbo which takes power
from the national grid for regional distribution.

(14) The Local Planning Authority has no plan to guide development and
this, as well as inadequate control and enforcement legislation,
encourages haphazard development &nd urban sprawl which bear no
relation to proximity of infrastructure and services. The town is
probably growing at about 20,000 people per annum but there is no
effective land servicing and housing program. The LPA began the
development of a 89 ha planning scheme about S kms from town in 1981
but only a few of the 541 plots have been developed. Poor location
relative to the town, lack of utilities and services, and leasehold
purchase arrangement, as well as lack of funds for the purchase of
costly building materials appear to be primary causes for the lack
of development on site. A large, part-privately-owned industrial
estate was planned in the town, but the site has attracted only one
factory and is said to be under litigation.

(15) The LG is currently constructing some access roads and has recently
numbered properties in preparation for the levying of a "tenement
tax®. This is meeting strong community resistance and outright
opposition in view of the poor state of services and apparent lack
of maintenance programs for infrastructure and services.

oYo

—————

(lsi Oyo, one of the oldest Yoruba towns, lies 50 kms north of Ibadan on
the main road to Ilorin and Kaduna. The town, with a population of
about 300,000, is renowned for its traditional weaving, carving and
leather work but is also an important center for informal sector
trading, education and agricultural processing (maize, cassava,
yaus, groundnut). It serves as a masjor service center for the
highly successful Oyo North Agricultural Development Projact and has
also attracted significant industries such as pharmaceutical and
alumina. With the planned improvement of the Ibadan-Ilorin highway
to expressway standard, the town has considerable development
prospects.
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(17) The water supply system in Oyo town is considered to be adequate

(18)

(19}

(20)

(21}

(unlike most other towns in the state) although an expsneion scheme
is planned. Metering is fairly common with most users paying an
average of N10 per month. Sanitation, as is in other towns, is
mainly by pit latrine or bush, with septic tanks mandatory for newer
buildings. Local roads are in poor condition, unpaved and subject
to severe erosion, particularly on steeper slopes lacking lined
drains. Erosion has in many instances undermined buildings and
gouged steep roadways. Electricity supply is reasonably stable.
Private contractors collect sbout 80X of the garbage for a monthly
fee of N10 per housshold, while the LG collects the remainder,
mostly from the poorer traditional core areas.

There is no effective development plan although the firet voluae of
a master plan was prepared in 1978. In order to have some data base
to work with, the LPA in 1982 prepared a land use map (showing
existing conditions) with the assistance of students.

The LPA had embarked on a number of planning scheniss and has
ambitious plans to acquire vast tracts of land (more than 16 k-?) as
a way of controlling development and guiding growth. The LG is
undertaking some capital works (local roads construction) but
maintenance of roads and drains is neglected.

Saki, at the heart of an agriculturally rich though remote northern
region of Oyo State, is the smallest of the major towns selected for
improvement and the headquarters of the Bank funded Oyo North
Agricultural Development Project (ONADEP-Ln.1838-UNI). However,
with improved communications and transport its role as a major
regional agricultural marketing and processing center for commercial
crops will be further enhanced and its current population of about
200,000 is likely to g7ow rapidly. The proposed expansion of ONADEP
into a State-wide Agricultural Development Project will ensurs
Saki's continled importance. Saki, LGA and zonal headguarters is
also an important administrative center.

The settlenment pattern in Saki is not as dense as in the larger,
older and more traditional Yoruba towns to the south. However,
localized traffic bottlenecks occur around the main market and
surrounding cosmercial area, while residential corwunities lack
basic amenities such as all-weather roads, drainage, water supply,
solid waste collection and streetlighting. The road network is
poorly defined and lacks hierarchy. There is no road or drain
maintenance by the LG. Due to lack of any organized refuse
collection and disposal services, there is indiscriminate dumping of
waste throughout.
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(22) The LPA had commenced a town planning scheme which is only partially
(30%) developed and lacks essential infrastructure. Neither master
plan nor up-to-date base maps exist and there is practically no

development control.

F. OUTLINE STRATEGY FOR MAJOR TOWNS \

(23) All the urban areas in Oyo State display a surprisingly similar
array of problems and issues that vary only in emphasis at the local

level.

It is possible therefore to outline, in troad terms, as

strategy and a set of measures that would generally respond to the
needs of the towns. These are:

(1)

(11)

(1i1)

(iv)

(v)

(vi)

(vii)

(viii)

Assistance to the Town Planning Section (TPS) of LGs to
improve the data base, planning and development control
procedures and to prepare a simple "Integrated
Infrastructure Development Plan®. Such a plan, augmented by
a strategic "Structure Plan®" would lay the guidelines for
physical development, and would assist the LG in guiding
development and in preparing a rolling public investment
program.

Rehabilitation of existing waterworks or early completion of
water supply expansion scheme and rehabilitation and
extension of the town's distribution network.

With improved water supply, a program to improve sanitation
practices, e.g., provision of improved pit latrines, to
improve health and, in time, productivity should follow.

Desilting and channelization of the main streams through the
towns to alleviate seasonal flood%ng. \

Paving and drainage of partially a’terisl crosstown road
links.

A prioritiszed program to provide paved access rosds and
lined drains in the town in concert with water supply
distribution. Por efficient execution, the program should
be implemented within an integrated' framework or plan for
infrastructure, as proposed in (i).

{

Assistance to the LG to establish routine programs for
saintenance of roads and drains, establishment of improved
solid waste management practices, and markets, lorry and
taxi park development. ‘
Assistance to the LG to improve its revenue base and
financial management generally, as well as budgeting.
control and adniristtativo procedures.

\
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(x)

AF4IN
October, 1989
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Apart from ‘city-wide® infrastructure links, the remainder
of the secondary and tertiary infrastructure, e.g., local
roads, drains, water distribution, sanitation, etc. could be
carried out via comprehensive ‘area upgrading® or *community
improvement® programs such as those pruposed for Mokola,
Yemetu and Agugu in Ibadan. These would be planned by the
LG and with active ccemunity participation and TPS staff
suitably (e.g., particularly in municipal engineering)
providing the essential technical inputs.

Financing of infrastructure rehabilitation, particularly at
the community level, and their subsequent maintenance would
be through indirect cost recovery. A valuation-based
tenement rating system would capture the property value
increases due to improved infrastructure and would provide
the LGs with the revenue necessary for maintenance and
further rehabilitation under the project. If jucreased
rates are linked to tangible improvements, the ¢ would be a
willingness to pay.
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FEDERAL REPUBLIC OF NIGERIA

OYO_STALE URBAN PROJECT

IDP POLICY FRAMEWORE AND GUIDELINRS FOR
' MERCHANT BANK PARTICIPATION
AND PROJECT SKLECTION

1, This sumnarizes the policy framework for the Infrastructure
Development Fund (IDF), the guidelines for merchant bank participation and
the criteria for subproject selection to be financed through the Fund. The
Statement of Policy which sets out the objectives of the IDF mechanism was
adopted by the Federal Executive Council on Pebruary S, 1987. The
mechanism addresses the need for viable financial intermediaries to help
fund urban infrastructure investments. The Policy Statement was included
in the IDF Project (Ln. 2925-UNI approved in March 1988) along with Project
Guidelines which set out the criteria for the selection and appraisal of
state infrastructure subprojects. These documents are also included in
the p:oject file.

A. POLICY FYRAMEWORK
2. The objectives of the IDF are:

(a) to assist state and local governments in Nigeria to plan,
finance, construct, maintain and manage urban infrastructure and
services;

(b) to submit states to the financial discipline of the capital
market, improve their project preparation, implementation and
financial management capabilities, and help place urban
infrastructure and services on a more self-financing basis
through improved cost recovery and other means of local revenue
enhancement.;

(c) to expand the role of the private sector by utilizing merchant
banks ss financial intermediaries for urban infrastructure
development projescts; and

(d) to explore the potential for tapping Nigeria's capital market to
finance state and local government infrastructure investments.

3. The IDF Project Guidelines set out the criteria for the
selection and appraisal of state infrastructure subprojects which focus,
primazily on rehabilitation and maintenance of existing assets in the
following sub-sectors:

\
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water supply

roads and drainage

solid waste management

sanitation

street lighting

markets and motor parks

high priority infrastructure investments related to industriasl,
commeccial and residentisl projects that are in sccordance with
the IDP Project Guidelines.

4. " In addition %o physical works, the IDF will finance: (4)
studies simed at subproject identification and preparation, institutional
development, resource mobilization, and improved finsncial and techanical
management; snd technical sssistance for subproject implementation and
monjitoring. Such studies may be financed on both a loan or grant basis,
vhen grant funds are available.

B. MERCHANT BANK PARTICIPATION

s. In keeping with the Pederal Government's policy to increase the
participation of the private sector in the development of the economy, five
merchant banks which expressed an interest have been selected initislly to
serve as financial intermediaries for the 1DF:

Continental Merchant Bank Limited

ICON Limited (Merchant Bankers)
International Merchant Bank Limited (IMB)
Nigeria Merchant Bank Limited (NMB)

NAL Merchant Bank Limited (NAL)

. The banks were included on the basis of size of assets (the
minimum asset bagse requirement range from N300 to N400 million), technical.
capabilities, interest in the IDF program and readiness to make the changes
in their operations snd procedure” necessary to help states improve their
project execution, resource mobilization and financial management
capsbilities including, where necessary, supplementing their staff, either
by direct hire or by use of consultants, in order to achieve the objectives
of the IDP.

7. The morchant banks are expected to prepare and appraise
infrastructure subprojects in & manner similar to that employed by the
World Bank. They will appraise not only the financial and technical
feasibility of proposed subprojects but also the econocmic and institutional
capabilities of the borrowing state and local government institutions.
Subprojects will be reviewed on & selective basis, as stated in the Project
Guidelines, by the World Bank in consultation with the Federal Hiniat:y of
Works and Souaing prior to final approval by the merchant banks.

\
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C. PROJECT SELECTION

-8, Eligible Infrastructure Subsectors. The following types of
infrastructure are illustrative of the subproject components that would be
financed under the IDF:

(a) water supply, including the repair and rehabilication of
existing plant, equipment, distribution networks and network
extensions;

(b) roads and drainage, in particular the rehabilitation of existing
road and drainage networks and the construction of new linkages
to aid traffic flow and relieve congestion;

(c) solid wvaste management, including the provisiom or
cehabilitation of vehicles, equipment and containers for
collection and disposal;

(d) sanitation, including the provision or improvement of low cost
public sanitary conveniences;

(e) street lighting;

(f) mackets, in particular the rehabilitation of existing facilities
and the improvement of services; and

(g) other high priority infrastructure investments related to
industrial, commercial and residential projects that are in
accordance with IDF objectives.

9. In addition to physical works, the IDF will finance:

(i) studies aimed at subproject identification and preparation,
inszitutional development, resource mobilization, end improved financial
and technical management; and (ii) technical assistance for subproject
implementation and monitoring. Such studies may be financed on both a loan
or grant basis, when grant funds are available.

10. Ganeral Sector Objectives. The general sector development
objectives are to:

(a) maximize the productivity of existing ianvestments in plant,
squipment and service networks;

(b) relieve bottlenecks and to fill strategic gaps in the urban
service network:;

(c) facilitate rational and orderly growth and extension of urban
systems;

(d) strengthen the capacity of state iad local government
institutions to efficiently plan, manage, finance, maintain and
improve the provision of urban infrastructure and services.'
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11. Selection Criteria. The individual states and local governments
themselves, together with whichever merchant bank agrees to finsace s
particular project, shall be responsible for the selsction of projects to
be financed under the IDF. Projects are to be selected in accordance with
the following criteria: :

(a) economic and financial benefits;
(b) technical feasibility;

(¢) effective demand for services and willingness of consumers to
pay, directly or indirectly, for the services provided-

(d) feasibility of the cost recovery mechanism(s);

(e) institutionsl capability of the borrowing state or local
government to prepare and execute the project;

(£) the availability of technical assistance from domestic or
international sources to supplement the borrower’s
implementation capabilities, where necessary; and

(g) creditvorthiness, including the ability of the borrower to carsy
the additional debt imposed by the project to be financed.

Projects selected should have ap economic rate of return (ERR)
of at least 2G percent, and only in specisl circumstances vhere benefits
are difficult to quantify should projects with lower ERRs be selected; in
no case should a project's ERR be lower than 121.

APATIH
Qctober 1989
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FRDERAL RRPUBLIC OF NIGERIA
QYO _STATE URBAN PROJECT

DETAILED DESCRIPTION OF STORM DRAINAGE
AND SOLID WASTE COMPONENTS

A. Storm Drainage and Flood Comtrol

1. With the rapidly growing urbanization of Ibadan, the city has
experienced over the last 30 years sbout seven major floods of increasing
severity. The most recent flood of the Ogunpa Stream in 1980 caused the
loss of some 150 lives and damages estimsted around N300 million. OYSG and
FGN had recognized the major threat posed by these streams aand in 1970
commissioned channelization works of the Middle Ogunpa. Only 1.2 km have
been completed so far, and 2.7 km are under construction with very slow
progress due to lack of adequate funding. WN10 million have been provided
from the PFederal Ecology Disaster Fund through the Ogun-Osun River Basin
Development Authority to complete the ongoing contract. The committed
funds are estimated to be adequate for completion of these works.

2. During pre-appraisal, priority streams and stream sections had
been selected using frequency and severity of flooding, extent of built-up
azeas, population density, and coherence of the drainage network as the
main criteria. From April to June 1988, 0YSG with the assistance of World
Bank consultants preparad preliminary designs for 31.5 lm of priority
sections of 3 main streams and major secondary channels, namely the Lower,
Middle and Upper Ogunpa Stream, the Kudeti/Yemetu Stream, snd a short
section of the Ogbere (see IBRD Map No. 21146). Due to overall cost
constrsints a further process of prioritization reduced the total length to
be channelized in the first phase to about 14.5 km of the Ogunpa and the
Kudeti main channels. PFor the major secondary channels only the required
structures (culverts, bridges) will be included in the program; s new
bridge will &lso be constructed for the Ogbere Stream.

3. Available rainfall records and the modified rational method were
used to design the works for & flood with a 1 in 25 years recurrencs.

Least cost design approaches wera employed for selecting rectangular
reinforced concrete and trapezoidal stone masonry sections to achieve the
following main objectives: (i) minimize demolitions of structures adjacent
to the stream bed: (ii) provide access roads whers space is available to
facilitate regulsr maintenance and better access to residential areas; and
(iii) maximize use of labor intensive consttuction methods. Culverts,
bridges (including pedestrian bridges), drop and junction structurss would
be included in the works. Channel bed widths range from 40 m for the Lower
Ogunpa to 3 m for the Upper secondary channels. The length of the finally
selected sections to be channelized would be as follows:

\
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Length in km.

Lower Ogunpa 2.47
Middle Ogunpa (Main Channel) 2.84
Middle Ogunpa (Gege) 1.98
Upper Ogunpa (Main Chaunel) 3.93
Kudeti Stream 3.09
4. Due to lack of adequate planning control, i.e. without huilding

approval, structures had been erected within the limits of the setbacks
(resecrves) promulgated in 1962. The preliminary surveys and design
attempted to reduce the number of affected structures to an absolute
ainimum. Approximately 100 structures would be affected, but the definite
nupber can only be determined following detailed survey and design. A
resettlement area will be developed in Yemetu as part of the community
upgrading program for that ares and basic serviced plots would be provided
for affected families. The 0YSG Executive Council has already approved a
Compensation and Resettlement policy which avoids undue hardships without
encouraging further illegal constructions in other stream setbacks.

L Since lack of adequate drs'n maintenance is one of the msjor
causes of frequent flooding, provisicn would de made ‘) the project for
funds for rehabilitation of approx. 50 km of streams and secondary drains
not included in the priority channelization scheme. While most of the
storm drainage maintenance works would be done by contract, a provision for
the purchase of essentisl drainage maintenance equipment (3 excavators,

3 losders, 12 tipper trucks) would also be included in the project.

B. Solid Vaste Management

6. Refuse collection in Ibadan is inadequate and uncollected refuse
causes unsanitary conditions and clogging of storm drains and streams.
There are insufficient refuse collection vehicles and the collection
services by licensed private contractors, initiated in 1984, cover only the
well laid-out areas of the city. A W10 monthly fee is collected directly
by the contractor from his customers. The only available dumpsite is
located in & fully built-up ares of Ibadan and is presently filled well
beyond capacity. Two new landfill sites have been identified some 4 km
southeast and southwest respectively of the city and OYSG is in the process
of acquiring the sites. A preliminary design study was prepared to
determine the priority needs in equipment and facilities to improve solid
waste management in Ibadan.

7. As sccess to other areas improves, refuse collection by private
contractors would be rationalized, better supervised and promoted by the
EPC. Refuse collection in areas with pooT access (the core areas and the
uncontrolled outer urban sprawl areas) would be managed by EPC forces and
the project would provide 50 skip collection points. Fifteen cars would be
provided as transportation for EPC supervisors and inspectors.
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8. Because of the large extension of Ibadan and the longer distances
to the new landfill site, & refuse transfer station is required. Two
potentislly suitable sites have been identified and OYSG is proceeding with
efforts to acquire one 0f the sites. Site acquisition would be completed
by loan effectiveness. The transfer station would be designed to handle up
to 4,000 tons of solid waste daily, for transfer from collection vehicles
to 60 cu.m trailers hauled by tractor trucks to the landfill site. Six
trucks and 13 trailers would be provided.

9. For increased e¢conomy and efficiency the transfer station would
be combined with a central office and workshop. The office building would
accommodste technical, administrative and supervisory staff and also house
facilities for the wnrkers. A workshop with a floor area of about 1800
sq.m with mechanical equipment and space parts store would be provided for
servicing and repairing the vehicle and equipment fleet, which would
include the storm drainsge maintenance equipment.

10. Preliminary surveys and investigations indicated that the
selected sites would be suitable for proper sanitary landfill operations
without risks to the environment. OYSG has already acquired the 10 ha
Ajakanga mite and has provided assurances thit the additionally required
adjacent site of approximately 130 hs would be acquired by loan
effectiveness. The project would include funds for the construction of

8 3.5 km long access road to the landfill site, a weigh bridge and
miscellaneous site works. Three buildozers and two wheeled loaders wonld
be provided for land-filling operations.

11. Also provided would be funds for spare parts to refurbish bioken
down collection vehicles, for miscellaneous tools and equipment, and for
design, tender document preparation, contract administration and
construction supervision.

12. The acquisition of vehicles snd equipment for the EPC would in no
way interfere with the operations of the private contractors, but only
equip the EPC in the short and medium term to carry out refuse collection
in areas lacking good access and ease of direct fee collection. The long
term objective would be to contract out collection services altogether to
the private sector, but this would only be feasible after LGs have improved
their revenue situation. The proposed enhanced tenement cating system
would constitute a means of indirect cost recovery for solid waste
management services.

c. Environmental Management

13. The major reason for the increased incidence and severity of
flooding in the Ibadan area is the incressed ‘tun-off of surface water
during and following heavy rainfall. This is due primarily to the removal
of vegetation cover in the water catchment areas and its replacement with
high-density urban development, which reduces water retention and increases
the chances of flash-flooding. The project would begin to focus on the

\
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severe environmental problems of Ibadan through the establishment of an
Environmental Mansgement Department within EPC and the execution of
amergency civil works.

14, Emergency civil works to be funded through the project would
include a labor-intensive environmental rehabilitation program to restore
some 50 hectares of eroded areas, particularly on Ibadan's steep slopes in
the Upper Ogunpa catchment areas. Erosion gullies would be filled, top
soil and the vegetation cover restored and the area stabilized through
tree-planting and grassing. These measures would reduce erosion of slopas
and silting of drains, while increasing wvater retention.

1S. The refuse disposal landfill site on Ring Road has been
overfloving and burning out of control since 1982. It is an eyesore and an
environmental hazard to neighboring resideatial areas vhile leskages
pollute ground and surface water. The project would finance the
rehabilitation of the 20 ha landfill site as soon as an alternative
land£ill sice is brought into service.

APSIN
October 1989
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FEDERAL IC OF NIG
O0YO STATR URRAM PROJRCY (IDF 1II)

DETAILED DESCRIPTION OF THRE YRAFFIC AND TRANSEORT COMPONENT

1. Public Transport Subcomponent. While the publicly owned bus
company (TCTC) commenced operations in July 1988, private sector minibuses
will continue to supply significant public transport capacity at least in
the short/medium term. To support the minibus operations and to alleviate
:hclnajor funding and maintensnce problems faced by operators, the project
would:

(s) provide & line of credit to enable spare parts to be purchased.
The credit would be administered by the owners and operators
cooperative;

(b) fund a service center (provision of a small workshop and parts
center, equipment and technical assistance) where minibuses could
be effectively maintained. The center would be operated on s
commercial, cost recovery basis; and

(c) fund equipment for the Vehicle Inspection Office (VIO) for testing
the roadworthiness of minibuses thereby providing an incentive for
minibus drivers to utilize the service center. :

2. Discussions have been held with the relevant owners and drivers
associations and cooperatives (Nigerian Transport Owners Association, Road
Transport Employers Association, and National Union of Road Transport
Workers - Ibadan) regsrding the line of credit and service center, and
sgreement has been resched on the principles of the prograa. The PFlis
would be involved in financing the subcomponent, the Ibadan Municipal
Government (IMG) would administer the credit through the transport owners'’
associations.

3. The equipment for the VIO is required to enable the inspectorate
to fulfill its duties of testing public transport vehicles for
roadvorthiness and drivers for competence. The equipment will include
items such as patrol cars, light towing vehicles, communications equipment
and equipment to test vehicles on street (head lights, brakes, tires,
etc.). OYSG would establish a regulation that any minibus failing a test
would be “equired to be ‘nspected at the service center and although
repairs at the center cuanot be made mandatory, it is anticipated that most
vehicles will use the facilities to carry out the necessary repairs.
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6. The VIO would be responsible for the technical coordination of the
public transport subcomponent. The line of credit would finance all
aspects of the private sector program, {.e. design and building of the
service center, technical assistance to establish and start up the center
and procurszani and stocking procedures for the spare parts. The
facilities would be operated on a fully cost recovering basis.

OQutline Scope for Road Maintemance Study

3. This study will be carried out by consultants but with. the
involvement of the Maintenance Division, Ministry of Works and Traasport
(MWT) and the scope of work will include:

(s) & review of sgency (Federal, State, IMG and other LGs)
responsibilities for road maintenance in Ibadan and state-wide;

(b) & review of MWT and other agency road maintenance planning and’
budgeting procedures;

(c) an sppraisal of the procedures and techniques applied by each
agency, including identification of costs, appraisesl of their
effectiveness (cost/km ete);

(d) a review of equipment, facilities and staff available for force
sccount maintenance and its condition;

(e) determination of existing road and traffic facility conditions for
the A & B class roads and & sample of C class roads;

(f) definition of proposed maintenance standards, procedures and
cespongibilities;

(g) preparation of a S Year Maintenance Plan; and

(h) preparation of an sction plan, target dates, budgets, staff
levels, etc. required to implement the Maintenance Plea.

AFSIN
October 1989
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DETAILED DESCRIPTION OF COMMUNITY IMPROVEMENT PROGRAM

A, Background and Objectives

1. The Community Improvement Program (CIP) will be the first major
effort in Oyo State, and probably in Nigeris as a whole, to provide a
comprehensive range of essential infrastructure and sexvices improvements
in an integrated manner to poorly served and predominantly low income
neighborhoods of Ibadan. The program is seen as the beginning of a longer
term program vhich over time, would upgrade all such neighborhoods in
Ibadan estimated to cover some 4,800 hectares and accommodating about

2 million people. ‘

2. The infrastructure and services to be provided would improve the
efficient functioning of the aress, the health of the inhabitsnts and the
general quality of life by improving internal sccess, circulatiom,
drainage, water and electric power supply and community facilicies such as
health clinics, and open spaces.

3. In 1984 the Town Planning Division of the Ministry of Local
Government (now of the Ministry of Lands, Housing and Surveys) studied &
number of densely populated and poorly served areas of the city with a view
to selecting & number of priority areas to be included in a possible World
Bank supported project. The studied acreas exhibited similar
characteristics in that they were predominantly low income acreas generally
unplanned, densely populated and lacking in infrastructure and services.
From a preliminary study three aress, were selected for more detsiled
analysis, namely, (i) Mokols, an old well laid-out core srea of the city
that once had an adequate infrastructure which had fallen into disrepair;
(i1) Yemetu, another old cocre area which had never been adequately served;
and (iii) Agugu 4 newer fringe area which had developed on the edge of the
city with no planning and minimal infrastructure and services typical of
many of the newver ‘urban sprawl® aress inside and outside the Expresswey
along the eastern fringe of the city.

4. After the early preliminary work by the Town Planning Division of
the Stste government, in February 1988 the former Ibadan Metropolitan
Planning Authority (IMPA) w&3 given the task of prepsaring detailed
proposals for the areas. The initial proposals prepared by IMPA and its
consultants proposed layouts which contained a high level of new roads and
new community space with consequeat high cost, extensive demolition of
properties and leaving many properties remote from paved access. After
consultation with the Bank, the adoption of more innovative planning and
engineering approaches and the utilization of functional standards
succeeded in achieving lower cost and more affordable solutions. This will
\
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directly banefit a grester number of people and dramatically reduce the
number of houses requiring removal (and hence resettlement and
compensation). Occupied buildings requiring demolition and families
requiring resettlement now number 0 in Mokola, 24 in Yemetu and 23 in
Agugu. At each site, resettlement areas have alteady been identified.
Resettlement costs and replacement value of buildings demolished would be
included in the costs of the program. The larger area svailable at Yemetu
would also be laid out with serviced plots to resettle those families to be
displaced by the proposed major drainage works in the nearby Kudeti-Yemetu
stream.

S. Participation of the communities in the plaaning and design of
the program has been an important part of the planning and design process,
and which is to continue during implemeantation and subsequent operation and
maintenance. The final proposals represent those which each community has
played a part in developing and has concurred with. Separate meetings were
held with each of the communities where IMPA and its consultants presented
and discussed the proposals at length with the communities. The
significant number of people who attended the meetings shows the
enthusiastic support given to the program by the cosmmunities.

B. Detailed Description of the Program

6. The program would provide comprehensive and integrated
infrastructure and services improvements to Mokola (gross ares 44 hs,
population of-22,000); Yemetu (gross ares 48 ha, population of 25,000); and
Lgugu (gross area 47 ha, population of 18,300). Thus some 139 hectares
housing approximately 65,500 people would benefit from improvements which
would include roads, footpaths, drainage, water supply, electric power
supply, street ligating, toilet facilities, public telephone facilities and
community facilities. Improved access would also permit more efficient
refuse collection by IMG and its contractors. Necessary "off site’
infrastructure to link the proposals to city wide systems would also be
provided to ensure ‘on site® provisions are able to operate at optimum
levels.

7. Given the variation in existing conditions, topography, age,
levels of service and population densities in the communities, it is not
possible nor desirable to adopt rigid planning or engineering standards.
Standards applied have thus been flexible and modified according to the
particular situation and conditions.

|

8. The lack of water supply in the communities and in the city as a
whola is probably tke most critical infrastructure problem. At present,
works to rehabilitate water supply installations to allow plants to deliver
up to their design capacities are underway. However, despite this program,
.water rationing in the city is likely to continue for some years. Thus
Water Corporation of Oyo State (WCOS) is to relax its policy of
‘elimination of standpipes® for the communities in the CIP and permit
existing standpipes to be rehabilitated proviQ.d they are manned and
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metered and the communities take responsibility for operation. IMPA and
its consultants have agreed on this concept with WCOS.

9. During preparation of the detailed engineering proposals,
dialogue would also continue with the other sectoral agencies involved in
the CIP, namely NEPA, NITEL, EPC, as well as IMG to ensure final proposals
meet with the requirements of these agencies and agreement is reached on
the take-over of the respective facilities on satisfactory completion.

10. The proposals to be included in the program have been identified
from longer term development plans prepared by IMPA (decentralized in early
1989 to the LG Town Planning Sections) and its consultants for each
community. Such proposals generally accord with these longer term plans
and would be capable of incremental improvement over time, as &ad when,
further improvements are able to be afforded and the communities are
prepared to make available the necessary land and buildings that would be
required for such further improvement. To better be able to control
further development in the areas and particularly on infrastructure
alignments, each community area will be declared a Town Planning Scheme
Area under Cap 123 of the Laws of Oyo State. In addition to the physical
improvements, technical assistance would be provided to IMG for detailed
design and supervision of the implementation of the program.

C. Program Costs and Financing

11. The total cost of the (IP is estimated at US$7.5 million, of
which the foreign exchange component is estimated at US$4.8 million, 662 of
the total program cost. The improvements will cost an average of US$55,237
per hectare gross or an average US$112 per capita gross.

12. The program for Mokola and Yemetu would be financed by IMG using
(1) project loan funds borrowed from OYSG under a LG onlending agreement,
and (ii) their own LG counterpart funds (102). Cost recovery will be
achieved by IMG through the revised tenement rating system to be introduced
through the project and by user charges. The IMG would also be responsible
for maintaining certain facilities i.e. roads, drainage, and solid waste
collection. The IMG would allocate maintenance funds annually for this
purpose from tax revenues. Operation and maintenance of water supply,
electricity supply, telecommunication and solid waste meanagement would be
the responsibility of the respective delivery agencies (i.e. WCOS, NEPA,
NITEL and ESC) who will recover their costs through regular user charges.
The commurities would be responsible for maintenance of footpaths, tertiary
drainage and public toilets.

D. Program Implementation

13. The LGs through their Town Planning Sections (TPS) would be
responsible for implementation of the CIF. They will coordinate and
prepare the program with the help of consultants. A Steering Committee is
to be established to help implement the program. The Steering Cosmittee




ANNEX 2-3
Page 4 of §

would consist of officers representing the concerned Ministries of the
state governments, the relevant lacal government; the relevaat sectoral
agencies including WCOS, NEPA, NITEL, and EPC, as wvell as a represenzative
from each of the three communities to initially benefit from the program.
This Committee would meet regularly, to monitor progress of the final
designs and subsequent implementation; to atsist in solving problems as and
vhen they occur and to ensure coordination of the multi-sectoral program.

14, The LG/TPS would, with the aid of consultants, be responsible for
preparation of final deeigns and tender documents for the various contract
packages proposed, continued liaison with the respective communities,
tendering aud contract award procedures in accordance with state goverument
aorms, supervision of the construction work, payment of contractors
(following PCU approval) and all necessary tasks until the handover of the
comnleted facilities and networks to the agencies responsible for their
subsequent operation and maintenance. The core staff of the former IMPA
has been retained to implement the CIP on behalf of IMG.

1s. The major physical works in each of the communicies would be
carried out by local contractors registered with Oyo State Government.

Only contractors nolding tke hijhest classification and appropriately .
experienced to carxy out multi-sectoral works in difficult conditions would
be prequalified. It is envisaged that the type of works, the size of
contracts (US$2.0 million approximately), the difficult working conditions
and the need for close liaison with each community are unlikely to attract
foreign coantractors other thea those already established in Nigeria who
would be eligible to bid for the contracts.

18. The works will be packaged on an ‘area’ bssis and not a
*‘component® basis, for the following reasons: (i) many diverse elemants are
involved, e.g. roads, drainage, wvater supply, electricity supply, etec: (ii)
the wotks would be carried out in densely populated and generally unplanned
communities; (iii) the need for the works to cause minimum disruption over
the shortest possible time; (iv) the risk of one contractor damaging other
contractors’ works; (v) the need td reduce rescheduling and coordination of
the different programs. Comprehensive contracts vhich would include all or
nearly all of the components planned for the particular community, would be
awvarded and only one contractor would be responsible for work in any one
area at any one time.

17. It i{s envisaged that 3 major infrastructure contracts would be
awvarded with each area being divided into 3 sub-areas for construction
phasing purposes. Contracts would likely range from US$2.0 million to
US$2.S million. Tender documents would be prepared to a standard
appropriate for international bidding although local competitive bidding
procedures would be followed. In all matters relating to approval of
tender documents, tender evaluations, contract awards, payment of
contractors and such similar matters, IMG would refer to and seek the
approval of the PCU situated in the MFEP vhich has responsibility for
overasll coordination of the Project and operation of the Project accounts.

\ \
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E. Regettlemeant
18. - In addition to about S0 structures affected by the CIP, som~ 100

buildings would be demolished due to the storm drain channelization works.
In order to address the specific needs of the 150 families requiring
resettlemont 0YSG would formulate a compensation policy and draw up &
concrete resettlement plan which would be based on the findings of the
socio-economic survey which were carried out for the community improvement
areas (similar housing and income conditions prevail in the zones along the
storm drain channels). Government's policy and plan would deal with
procedures for property valuation, payment of compensetion, issuing of
certificates of occupancy for new plots, assistance with credit and
materials if necessary, reestablishment of employment, community
facilities, and other needs such as restoring the social network of the
community.

19, Preliminary plans for the resettlement areas had been reviewed
during appraisal, and detail designs, tendering and construction of the
resettlement areas (comprising small plots with basic infrastructure) will
be carried out together with, and as part of, the CIP. The cost of
developing the resettlement areas would be financed under the project.

AFGIN .
Qctober 1989
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FEDERAL REPUBLIC OF WIGERIA
OYO STATE URBAN PROJECT

I. DETAILED DESCRIPTION OF LOCAL GOVERNMENY TOWNS COMPONENT INCLUDING
DRAFY TEEMS OF REFERENCE POR PLARNING AND INVESTMENTY PROGRAM STUDIRS

A. Background and Objectives

1. The large number of urban centers of substantial size and
importance in Oyo State led to the inclusion of the Priority Towns
Component in the project. The six LG towns were selected by OYSG in
consultation with the Division of Urban and Regional Planning of FMWH.

The initial selection criteria employed were population size, economic
base, growth potential administrative importance, commitment to cCost
recovery principles, infrastructure and services deficiencies, regionsl
balance and equity within the state. Following government's selection of
Ile-1fe, Ilesa, Ogbomoso, Osogbo, Oyo and Saki, an overview assessment of
general conditions, needs snd development prospects was carried out by the
Bank during project preparstion which confirmed the high priority accorded
to these towns. Very important aspects are the strong will and support of
the communities. The preliminsry proposals presented in June 1988 indicate
competence, good knowledge of local conditions and constraints, a great
degree of enthusiasm for the project, but also a need for additional
support with the preparation of prioritization studies and detailed
proposals. )

-

2. The objectives of this Component would aim to improve the
efficient functioning of the towns, to assist in stimulating economic
activity and to improve the quality of life of the inhabitants (improved
health and environmental conditions). To achieve this °city.wide’
infrastructure and services, investments would be supported where these
vere considered important and achieved sufficient benefits. Similarly,
community improvement programe would be undertaken to facilitate the
upgrading and rehabilitation of, for the most part, secondary and tectiarcy
infrastructure, area by area across the town in a comprehensive and
integrated manner. These would involve the active participation of the
benefitting communities in planning and implementation phases as well as
in subsequent maintenance of facilities to be provided.

3. The improvements to be identified would be the initial
investments of the prioritized investment programs to be determined in
detail as part of the planning exercise to be carried out for each of the
selected towns. Simple Structure Plans and Infrastructure Development
Plans would be prepared from which rolling Infrastructure Investment
Programs would be formulated. These plans and programs would be prepared
by consultants working with the TPS and LG Councilis of each town, and

' engaged, coordinated and supsrvised by the Town Planning Division of MLHS.
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The planning exercises in each town, which are seer as intense activities
of short duration, would be commenced early to ensure that any priority
investment proposed is in concert with the overall infrastructure
development plans for that town and that it is able to operate at its
optimum level once completad. (See Section II for draft *Terms of
Reference for the Preparation of Plans and Program'.)

4, In addition to preparation of plans, the Town Planning Division,
the LGa TPS and the consultants would review land and plot delivery jystems
(including Town Planning Schemes) with a view to determining vhether such
systems can be made more effective. The entize planning and development
control legislation would be reviewed with the objective of developing
planning policies and regulations that sre more effective in generally
guiding development, in protecting the environment, in delivering
appropriate infrastructure and services, and in onnuring the optimum use of
such infrastructure and services.

s. Three other important objectives of the component would be:

(a) the strengthening of programs of routine and periodic msintenance of
infrastructure by the LGs to ensure that investments made in infrastructure
are properly maintained in the future; (b) the improvement in the financial
position of each of the LGs involved in the project in order that the
efforts commenced under the Project can be replicated lia future over other
areas of the towns and also that the facilities provided will be properly
maintained (thus during the course of the project a study of the finances
of each LGA would be carried out and improved resource mobilization and
cost recovery measures recommended): finally, (c) the improvement of the
information database commencing with aerial photography and the production
of line maps for both technical and cadastral use.

B. Component Description, Cost and Financing

1. A line of credit would be established under the Project for the
rehabilitation and improvement of infrastructure beginning in the towns of
Oyo, Ilesa, Ile-Ife, Ogbomoso, Osogbo and Saki. Based on the preliminary
work slready carried out by the former Local Planning Authorities (LPAs) in
conjunction with the LG's, and the studies referred to earlier, detailed
proposals will be finalized, appraised by the PFIs following IDF appraisal
criteria and implemented accordingly. A total of US$35.8 million base cost
plus contingencies would be availsble for this component.

2. Initial programs to be carried out over the first two years of
the project, costing up to US$2.50 million for each town, wouid be prepared
and appraised as & matter of priority. Subsequent availability of funds
for further sub-projects in each of the towns would be dependent on the
performance of the LG's and their Towm Planning Section (TPS); in the
quality of the initial project in terms of design and construction; the
speed of implementation and the arrangements established, both within the
LG and the benefitting communities; the provision of adequate counterpart
funds; and for operation and maintenance of facilities provided in the
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initial programs. In addition, subsequent availability of funds would also
be dependent on the performance of the LG's in adopting improved cevenue
generation policies and actual performance in the implementation of such
policies (e.g. tenement or property tax system and collections). Initial
program performance indicators would be developed together with the
modalities for the implementation by a committee within the state
government vith relevant ministries represented as well as representatives
from each LG and the PFIs, all coordinated by the PCU.

c. Isplementation

1. The Towa Planning Division of the MLHS woild have overall
responsibility for the whole component. For preparation of the Structure
Plans, Infrastructure Development Plans snd Investment Programs for each
town, the Town Planning Division would be responsible for engagement of
consultants and supplying counterpart staff and supporting facilities.
The Division would be responsible for coordination with the TPS and LG's
in each town and would involve the Department of Local Government as
necessary.

2. Responsibility for implementation of the physical works programs
in esch town will rest primarily with the LG who would be the contractusl
party with contractors carrying out physical works. However, the LPA would
act as advisors or agents of the LGA all under the supervision of the Town
Planning Div:sion of the MLHS. Responsibility for project supervision will
rest with the Merchant Banks. A Steering Committee would guide and moaitor
implementation of the overall component.

D. Technical Assistance and Consulting Services

1. The Town Planning Division of the MLHS would engage consultants
to work with staff of the Division and LG's of the priority towns to
prepare the Structure Plans, Infrastructure Development Plans and
Investment Programs. It is envisaged that consortia of local and foreign
consultants would provide multi-disciplinary teams to carry out the
studies. Por economy and speed the first six towns would be divided into
2 groups with one consultancy for Oyo, Ogbomoso and Saki and the other for
Osogbo, Iless and Ile-Ife. This grouping has besn based on geographical
considerations. Suggested draft Terms of Reference for consultancies had
been prepared at appraissl. It is envisaged that for each town
approzimately 15 person months of professional input would be required.
Thus for each consultancy covering 3 towns each approximately 43 person
months of professional input is envisaged each study being completed within
6 months from commencement.

2. In addition to the two consultancy assignments for detailed plan
and program preparaticn in the 6 towns a small expert advisory and training
team would work with the Town Planning Division. This team would assist
the Division in overseeing and reviewing the »ork of the consultants, 'TPS
and LGs preparing the plans and programs for each town including
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preparation of the Ibadan plan. 1In addition the team would, inter alia
assist the Division in ths review of the whole planning and development
control guidance legislation for the state including the serviced land and
housing delivery systems.

IT. DRARY TERMS OF REFRRENCE FOR PREPARATION OF A STRUCTURE PLAN,

INTEGRATED INFRASTRUCTURR DEVELOPMENT PLAN AMD INVESTMENTY PROGRAM OF
SELECTED TOWMS

A. Introduction

1. It is apparent that many of the larger towns in Oyo State have
developed in a largely unplanned and ad-hoc manner. Local Planning
Authorities (LPA) without any ‘Development Plan® to work to and little or
no legislative powers to guide development, essentially were °*Building
Approval® rather than °Planning® authorities. The lack of a *Development
Plan® or even up-to-date accurate base maps showing the existing situatiom,
and the lack of effective planning powers was exacerbated by the fragmented
administration at the local lsvel. There was no formal link between the
local government and an area and the Local Planning Authority; water supply
is the responsidbility of the Water Corporation of Oyo State (WCO0S):
electricity is the responsibility of the National Electric Power Authority
{NEPA); and solid waste msnagement is the responsidbility of the State's
Eavironmental Protection Commission (EPC).

2. The above factors together with funding constraints on the part
of those resporsible for delivery of infrastructure and urban services,
have resulted in the haphazard development of areas which are largely
ungerviced. The Land Use Decree appears to have further worsened the
situation with regard to planned and properly serviced development.
Davelopment of larger tracts of land in a planned manner by private
developers appears to be no longer possible as larger areas of land could
be assembled only by the iLPA's under the “Tcwm Planning Schemes®. The
LPA'e had attempted to demonstrate how development might be more
efficiently planned and implemented under these Town Planning Schemes
(LPA°s can appropriate lend with compensation payable only for the crops
thereon). However, these schemes have generally been poorly located,
inefficient in terms of land use (e.g. large square plots) and largely
unserviced. With few exceptions they have been unsuccessful.

3. In summary, Oyo State therefore has sizeable towns (250,000 -
600,000 population) with no coherent planning, and no effective plot
delivery/housing programs (public or private). There is overcrowding in the
older existing core arsas and individusl developments taking place in many
cases on unsuitable land, such as natural drainage channels, good
agricultural land and steep slopes. These developments are both difficule
and expensive to service by the responsidble delivery agencies and thus, in
most cases, have not been provided with services. Owners and occupiers
normally fend for themselves with regard to water supply, sanitation and



ANNEX 2-4
Page 5 of 3

drainage. Access is predominsntly by unsurfaced gravel roads subject to
severe erosion in the steeper areas. The existing infrastructure in many
of the towns has often not been fully optimized in terms of its use nor has
it generally been well maintained.

4. There is clearly a need to begin to address the problems and
deficiencies of the secondary towns and to deal with their uncontrolled
growth through the preparations of simple °*Structure Plans® and short range
*Integrated Infrastructure Development Plans.® These plans would
constitute the framework for formulating infrastructure investment
programs, likely to be rolling programe of a 3 year - 3 year time horizon.

S. It might be expected that the *traditional® master plan (wherever
such a plan existed) would assist in a balanced, orderly and economic
development of infrastructure. This tends not to be the case. Traditional
master plans usually take & long time to produce, and are often out of date
when completed, thus failing to respond to the dynamic nature of
development. Purthermore, emphasis i{s usually on land use without
sufficient consideration for topography, buried utilities and other
constraints. Their most significant shortcoming, is that in most cases,
the inability of implementing agencies to fund such physical proposals is
not taken into account. Plans are based only on perceived need and
traditional standards, i.e. such plans are often totally unrealistic as
they disregard the available financial means. Hence it is proposed that
simple *Structure Plans®, °*Integrated Infrastructure Development Plans® and
*Infrastructure Investment Programs® be prepared based on ressonable
funding projections.

6. To prepare the plans as quickly as possible it is envisaged that
the Ministry of Lands, Housing and Surveys State Town Planning Division,
and the Town Planning Sections in the various LGs would require the
assistance of consultants. (Note: The formerly separate Local Planning
Authorities have as of January 1, 1939 been transformed into Town Planning
Sections which are part of the LG Council administration). Significant
inputs to the exercise would howsver be necessary not only from the Town
Planning Division, but also from local governments, sectoral and utility
agencies and community groups within the tespective towns. Planners,
engineers, financial officers, administrators, social workers, non-
governmental organizations and the private sector should all be involved.

7. Key factors in plan development would not only be priority needs,
but also implementation capacity of delivery agencies, consideration of the
benefits to be gained from discrete plan proposals, and affordability at
state government, local government, sectoral agencies and beneficiaries
levels. Attention would thus be paid to existing resource mobilization and
the scope for its enhancement. This would be of paramount importance for
the successful and timely implementation of plan proposals.

8. The structure plans would cover a 5-7 year time frame (to year
1995) and proposals would be prioritized. The assembly and review of on-
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going and proposed plans of the variocus sectoral agencies involved in
development would be an important part of plan preparation.

B. Estimates of Inputs Required

1. The preparation of the plans and programs would be an intense
exercise taking no more than 6 months of elapsed time and requiring no more
than 12-13 person months of professional input from consultants per town.
The following disciplines would, inter alia, be necessary: urban planning,
municipal engineering, financial analysis/economics, sociology and
environmental sciences. A counterpart team from the Town Planning
Division, TPS, LG's, with input from sectoral agencies would be necessary
to assist the consultants in the plen preparation exercise.

C. Detailed Scope of Work and Tasks--Data Collection, Review and

ssessment

1. Base line planning data to be reviewed will include statistics,
plans and reports which, with field visits and discussions with the
relevant department officiale, will determine the existing situation
regarding engineering infrastructure, municipal services, housing,
commezcisl and industrial plots delivery; population distribution;
projected growth; present -nd proposed land use; environmental problems;
areas of high agricultural potential; natural drainage courses etc., and
organization and financial arrangements of delivery of infrastructure,
housing and services.

2. Previously prepared, partially completed *Master Plans® and
available data, records, maps, stc. for infrastructure system will be
reviewed.

3. Field visits to verify data will be carried out where necessary.

4. Plans for ongoing and future development (residential,
institutional, commercial aad industrial) together with infrastructure
proposals will be studied with particular regard to current water supply
(zaw and treated); augmentation proposals; waste water disposal proposals;
major rosds and drainage proposals and electrification proposals, as well
as natural (topography, geology, etc.) opportunities and constraints.

S. To assist in determining alternatives for water supply, waste
water collection and/or disposal, road and drainage routing, the following
will be studied: hydrological data, watercourse profiles, areas suitable
for irrigation, groundwater recharge, sludge/solid waste disposal areas,
soil characteristics, development densities, topography of the variocus
catchment areas of town, and existing la:d use.

6. For water supply, the sxisting plan and aquipment, collection and
distribution networks will be studied, and options for expansion and
rehabilitation of the system will be evaluated. ’

5
\



ANNEX 2.4
Page 7 of 8

7. To be reviewad and assessed in the light of present economic and
financial realities are the existing practices, standards and
specifications, historically used in the planning, design, and comstruction
of infrastructure. The provision of services both primary, secondary and
tertiary as vell as housing, commercial and industrial plot delivery will
also be considered.

8. Annusl capital expenditures on iafrastructure separated by state
and local government in the towns will be reviewed as with committed snd
actual expenditures. Operating costs expended annually over the previous
S years will also be reviewed. Present cost recovery systems and their
efficiency will be examined with emphasis on deterring appropriate
improvements thereto.

D. Plan Design and Investment Program Preparation

1. On the basis of the data collected and reviewed and further
guided by the population projections, the infrastzucture and maintenance
requirements for the subeequent S-7 year period will be assessed with
regard to: potable water, waste water generation, electrical supply,
telecommunications, housing, commercial and industrial plots,
transportation, access and circulation, garbage collection and disposal.

2. Deficiencies and requirements to cope with growth (residential,
comnercial, and industrial) will be identified and strategies for providing
affordable infrastructure and services suggested. Where facilities exist,
development plans will, as s first priority, attempt to optimize the use of
such facilities through rehabilitation and other suitable means.

3. Techaically feasible alternatives for infrastructure and services
delivery (water supply, drains and roads) will be developed and reviewed.
Where appropriaste, evaluation of alternstives will be carried out to
determine least-cost solutions. Affordability by LGs, beneficiaries and
ratepayers would be an important consideration in the acceptability of
proeposals put forward. Development of appropriate functional and
affordable standards for infrastructure/services would therefore be
necessary. '

' A simple Structure Plan map indicating existing and proposed land
uses to guide directions of growth would be prepared, and from thic staged
plan vhich would provide infrastructure ir a balanced and a coozdinated
manner, would be proposed. The plan would be clearly shown on base maps of
appropriate scale.

S. Based on this plan, a suggested investment program appropriately
prioritized, costed and phased will be prepared.

6. In addition, for selected priority aree; in each town e.g.
central districts, major market, stc., detailed local developtient plans
would be prepared to appropriate scale and to a sufficient level of dutail
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to permit rapid preparation of detailed engineering, bid documents and
subsequent izplementation. :

E. Qutputs and Report Requirements

1. An Inception Report setting out the consultants detailed approach
and work plan, timing of individual consultants inputs, counterpart
tequirements would be preparad and submitted within 2 wveeks of commencement
of the study.

2. A Draft Pinal Report (30 copies) with the Structure Plan and
Integrated Infrastructure Development Plan, would be prepared and submitted
vithin & months of commencement of the study. The report would include all
necessary text. maps, charts, table diagrams etc. to support the plan
recommendations and to respond fully to the scope of work and tasks set out
earlier. The recommendations would clearly indicate how °*Structure Plan®
proposals for improvements to urban services and infrastructure network
expansions wvould incresse the level, efficiency and coverage of
infrastructure and services and be of economic, as well as social, benefit
to the town. Where appropriate, rates of return calculations would suppozt
sub-projects proposed within the plans/investment programs. .

3. A detailed Investment Program would be produced (as part of the
draft creport) for a ten yesr period. Annual prioritized programs would be
presented for the first S year period with indicative costs for the
subsequent 3 year period of time. Unit costs used in estimating investing
program requirements would be clearly shown together with any foreign
exchange requirsment duties and taxes. Present day costs at the time of
plan preparzation would be used throughout the investment program. Price
contingencies, physical contingencies and ocher costs would be estimated
separately on the annual base costs.

4, The draft ceport will also make preliminary recommendations for
the maintenance acrrangements for infrastructure elements to be provided and
for assets operations and maintenance costs. These would be considered
together with capital costs in arriving at optimum solutions.

5. Pollowing reviev and comment on the °Draft Final Report® by
relevant Government agencies within one month of submission, a *Final
Report® (30 copies) which would be similar to the Draft Finsl Report but
suitably amended to reflect comments, would be submicted within one mounth
of receipt of such comnents (i.e. 6 months after commencement of the

study).

APSIN '
October 1989 : -
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NIGERIA

OY0 STATE UNBAN REHADILITATION PROJECT (IDF II)

OETAILED COST VAGBLES

TOTAL
COMPONENT LOCAL.  FOREIGN TOYAL
(Uss °000)
A. INFRASTRUCTURE REHABILITATION (IBADAN)
Storm Drainegs & Flood Control

Dratn Channelisation
Lower Ogunpe 301 1,202 1,808
Middle Ny 1,208 1,688
Mid Ogunpa Sec Dras(Struct.only) ;] 214 £ 1+
Gego Stresms 0 13 1,141
Upper Ogunpe 89 1,654 1,943
Up Ogunpe Sec Drne(Struct. only) 7 202 s
Yematu (Struct./Erosion Protcta) 169 218 704
Kudet! Stream 600 2,474 2,043
Ogbere (Bridge only) 7 nz 298
Subtotal Chunnelizstion 2,192 8,770 10,962
Clearing of Ressrves 781 o m
Oraln Rehsbliitation 60 m 1,088
Msintenance Equipment [ ) 1,000 1,149
Design 187 411 G40
Supervision 168 288 418
Storm Drmage. & Flood Control Bave 3,542 11.328 14,008
Physical Contingencies 4. | 1,624 2,148
Price Contingancies 092 1,684 2,568

Storm Drnage. & Flood Control Total 4,966 14,611 19,688
Solid Weste Management

Civil Works
Office 4 227 324
Workshop 1 384 448
Transfer Station 129 616 644
Landfiit Site inci. acosss road 118 364 4an
Compensation >4 o 62
Design and Supervision 0 121 161
Subtota! Civil Works 638 1,880 2,068
Equipment
Collection Vehicies ® 1,018 1,074
Containers (8 cubic mster skipe) fl 208 264
TYransfor Trucke 1 75} 3561
Tratlers (00 cublc meter) 18 611 627
Bulidozers 19 813 682
Wheeled Loaders 10 9 319
Misc. Vehicles and Equipment 11 1 361
Cars for Supesrvisers (] 164 169
Workshop Equipment 34 218 2%
Misc. Tools snd Equipment 1 101 13
Spere Parte 7 227 2
Procuremsnt Assistance 2 )] 101
Subtotal Equipment 2% 4,928 6,166
Solid Weste Management Base Coet 7687 8,478 7,243
Phyoical Contingencles 104 752 58
Price Contingencles 188 640 798
Sclid Waste Management Total Cost 1,028 7,087 8,808
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Environmental Reha /lltation

Landfill Site Rehabl|itation
Ercslon Control Messures
Design and Supervision

Environmental Rehabllitation Base
Physical Contingencies
Price Contingencles
Environmental Rehabllitation Tota!

Public Transport Assistance

Line of Credit (Spere parts)
VIO Equipment
Subtotal Publiic Transport

Public Transport Assist. Base Cost
Physical Contingenclies
Price Contingencies

Public Transport Assist. Total Cost

Conmunity Improvement Program

MOKOLA

Access
Roads Rehabilitation
Distributor Road ¥ 7.3
Access Road Type L1 W 8
Access Road Type 1 W 4
¢sotpath Type W1 SO
Footpath Type W 2 SD

Subtotal Access

Drainage
Storm Sewer
Open Channel Type Lined
Open Channel Type Lined
Culverts Pilpe
Anclliary Works
Subtotal Drainage

Water Supply
200 mm diam. Pipelines
160 am diem. Pipelines
100 ms diam. Plipelines
Booster Pump Station
Service Reservolr
Subtotal Weter Supply

Senitation
Public Tollets VIP (20 pleces)

Electric Supply
§00 Kva Transformer $/S
300 Kva Transformer S/S
11 Kv & 415 v Combined O/H Line
416 v 8 Phaoe Supply

Rohabl | itation
Subtotal Electricity Power Supply

TOTAL
LOCA.  FOREIGN  TOTAL
(USS *000)

” 7 159
116 20 156
3 19 24
190 119 s18
2 12 82
» . “
265 139 354
a m 424
1 74 3
s 455 500
™ 456 09
5 “ 6
1u “ n
7 549 619
2 [} )
15 % 50
6 118 168
n 2% s
1 a2 0
12 27 »
108 253 261
% 57 02
m 260 m
s s 9
2 3 7
2 50 n
162 a7 539
18 [ )
10 ) S
s 19 24
18 n »
1 70 "
e 264 20
9 2 %
(] 62 )

2 1n 12

2 12 14

1 10 11

1 [ 7
14 7 104

.
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CONPONENT

Strest!ighting '
<8 m Col & Luninaire & Control
+4 x 10 sq.mm Cable
«4 x 8 sq.om Cable
Kiosks
Subtotal Street!ighting

Yolecommunicatione
Public Catl Boxes
Rehabt | itation
Subtota! Telecommunications

Camunity Faclilities
Uispensary
Police Post

Open Space
Subtotal Coamunity Faclliities

Off-aite Infrastructure
Electericity

Land and Compensation
Land ~ Community Facliities
Compensation -~ Comm. Facllities
Subtotal Land and Compensation

Design and Supervision

Mokola Total Base Cost
Physical Contingencies
Price Contingencies

Mokols Total Coet

YOETY

Access
Roads Rehabiiitation
Distributor Rocd W 7.

Open Channe! Type Lined
Opun Channei Type Lined
Open Channe! Type Lined
Open Channel Earth
Culverts Pipe
Culverts Box

Subtote! Grainage

Water Supply
200 m» diam. Pipelines
150 an dism. Pipelines
100 s» diam. Pipelines
Subtotal Water Supply

Sanitation
Public Tollets VIP (20 places)

TOTAL
LOCAL  FOREIGN  TOTAL
(US$ *000)

) 2 4
7 ©® 88
1 7 9
0 3 s
o % 100
3 21 24
0 2 2
M 2 26
2 s .
4 9 12
1 3 4
7 17 2
4 24 2
s ) )
27 0 27
5 0 %
148 16 169
s 1,181 1,748
7 176 262
14 166 290
M 1,68 2,288
13 3 “
17 4 P
o n 116
16 % 50
s 13 19
16 35 51
10 236 26
“ 108 147
7 186 264
1 2 N
5 12 18
1 2 2
1 2 3
9 20 20

140 227 87
" 5 n
15 00 b
1n “
© 160 201
2 o %

Annex 2-5
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TOTAL
COMPONENT LOCAL  FOREIGN TOTAL
(Uss °000)

Electric Supply

8500 Kva Transformer $/S 12 70 90

11 Kv & 418 v Combined O/H Line 4 28 82

415 v 8 Phase Supply ? 4“ ]

Rehsb! | itation 2 11 12
Subtotal Electricity Pover Supply 2 161 106
Strestiighting

8 mCol & 280w Liminalre Compl. 1 ] 10

.8 » ol A 1260 Luminalre Compl. 1 10 1n

6 m Col & 126w Luminaire Compl. 2 12 13

4 % 10 oq.0m Cable | 7 ]

4 x 6 oq.om Cable 7 46 82

Kioske o 3 |
Subtota! Streatlighting 13 o5 8
Telecommunications

Public Call Boxes 4 29 ]

Aorial Cabie & Poles 2 13 15

Rehabi | 1tation o 3 ]
Subtotal Telecommunications 7 46 52
Community Facllitice

Dispensary 2 (] ]

Post Office ] 7 10

Community Center a ‘o e

Open Space 8 1 16
Subtotal Community Facliities 12 28 41
0f¢-site Infrastructure

Electricity 13 U 2%

New Serviced Plots (100) %0 2 62
Subtotal Off-site Infrastructure 43 47 20
tand and Compensation

Land 1 0 18

Buliding Compensation 82 [\ ]
Subtotal Land and Bulldings 20 o ]
Design and Supervision 140 18 168
Yemsty Total Base Cost 8 1,167 1,708

Physical Contingencies ] 174 %7

Price Contingencles 148 164 300
Yansty Total Cost 856 1,498 2,352
AU
Accoss

Disteributor Road ¥ 7.3 % §9 84

Access Rosd Type 1 W 4 8t 119 170

Accecs Rosd Type 2 W 8 12 29 44

Footpath Type W 2 AC 6 14 20

Footpath Type ¥ 1 SO 17 40 7

Footpath Type W 2 SO 2 4 s
Subtotal Access 118 243 e

Annex 2~5

Page 4 of 8
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Drainage
Storm Sever

Open Channel Type Lined
Open Channe! Typs Lined
Open Channe! Earth
Culverts Plpe
Culverts Box

Subtotal Drainage

Water Supply
200 mm diam. Pipelines
150 sm diam. Pipelines
100 sm diam. Pipelinec
Booster Pump Station
Subtotal Weter Supply

Sanitation
Public Tollete VIP (20 places)

Electric Supply
$00 Kva Trarsformer S/S
11 Kv & 416 v Combined O/H Line
418 v 8 Phase Supply
Rehabl | itation

Subtotal Electricity Power Supply

Strestlighting
$ m Col & 2650w Luminaire Compl.
S m Col & 126w Luminaire Compl.
6 m Col & 126w Luminalre Compl.
4 x 10 sq.mm Cable
4 x 6 sq.=m Cable
Kioeks

Subtotal Streetlighting

Telecommunications
Public Call Bones
Asrial Cable & Poles
Anclllary Works

Subtotal Telecommunications

Community Facilities
Heaith Clinlec
Post Office
Flre Station

Open Spece
Subtots! Community Facllities

0ff-aite Infrastructure
Electricity
New Serviced Plots (26)
Subtotal 0ff-site Infrastructure

Land and Compensation
Land

8uliding Compensation
Subtotal Land and Bulidings

TOTAL
LOCAL  FOREION TOTAL
(Uss *000)
] 3 118
o 219 N2
L 13 19
1 2 3
2 § s
15 M 4
182 358 508
L4 100 1
22 L 108
b1 )} 78
13 68 o8
n 308 308
o e 90
10 e 7%
3 18 2
9 59 o7
1 7 s
2 149 i
2 16 17
1 6 8
2 16 19
i 9 10
L 63 61
0 3 3
16 100 118
3 28 20
4 24 27
] ) 3
7 50 57
L 19 25
3 7 10
e 14 20
2 4 e
19 43 62
4 24 28
2 48 e’
24 72 %
1 0 1
10 0 101
118 0 us!

Annex 2-5

Page 5 of 8



waaasoses

Design and Supsrvision

Agugu Total Bese Cost
Phyaical Contingancles
Price Contingenclies

Agugu Total Cost

Community Improvemsnt Program Base
Physicel Contingencles
Price contingencies

Community Isprovement Program Totsl

INFRASTRUCTURE REHAB. (IBADAN) BASE COST
PHYSTICAL CONTINGENCIES

PRICE CONTINGENCIES

INFRASTRUCTURE REMHAB. (IBADAN) TOTAL COST

8. PRIORITY TOWNS and OTHER LGAs

Future Subprojects

Prcject Coordinatiion - PCU Support:
" Long ond short-term T.A.
Tralning
Public Education snd Information
Vehicles and equipment
Sublotal Proj. Coord. - PCU Support

Mie. of Finsnce A Ec. Planning
Civil Service Training School
Equipment
Vehicle
Internal Revenue
Tech. Asslstance
Tralining
Equipment
Vehicles
Subdet. Min. of Finance & Ec. Pinng

Departmsnt of Local Government (OLG)
Loc.Gwat. Coord. and Monitoring
Reting Coordination and Training
LG Develcpment Asslistanco
Equipment and Vehicles
Subtotal Depertment of Local Govment

TOTAL
LOCAL  FOREIGN  TOTAL
(USs *000)

168 10 108
2] 1,424 2,102
o 218 200
100 188 387
1,008 1,826 2,028
1,900 3,772 5,702
268 6 o
“s 49 47
2,634 4,834 7,408
] S L
8,408 22,144 28,008
908 2,908 3,902
1,548 2,859 4,408
., M2 27,900 28,041
3,168 13,967 17,128
. SRS k]
5,168 13,967 17,128
20 1,876 2,068
) 1,990 2,789
4837 17,682 21,019
“ 138 189
1% ) 74
1 s 26
s e &
70 268 wr
0 3 3
1 28 2%
1] 100 17
n 14 4
2 8 %
u 249 202
n” s €20
» 167 197
2% % 12
3 8 S
o7 n2 379

Annex 2-5
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ToTAL
COMPONENT LOCAL  FOREION TOTAL
! (USS *000)
Tbaden Municipal Government (ING)
Operat. & Aduin. Imprv. (Twinning)
Long-term T.A. 0 198 228
Short-term T.A. 12 3 %
Training ] 146 182
Equipment 10 s 78
Reting and Valuation
Valustion (Ibadan) n? 212 620
T.A. -] 7 109
Tralning (Local) 0 13 43
Equipment 2 47 49
Vehicles 6 113 119
Collection
T.A. -] 40 48
Tralning s ] 11
Equipment 2 ET) %
Vehicles s o 0
Subtotal Ibeden Municipal Gvmt. (IMO) 408 1,188 1,620
Min.of Lands,Housing & Surv,(MLHS)
Multi-purposs L.1.8.
Feaslibllity Pllot Study 18 119 187
Dats Verification/Augmentstion 48 182 229
Nepping (Ibaden) n 1,361 1,422
oA 7 170 206
Tralning 18 [ 114
Equipment and Software 14 263 n
Vehicles 1 ] 0
Town Planning Division
Pinng. Lagialat.h Pract. Study 1 ] 2
T.A. (Planning Coordination) 2 7 100
Structure & Investment Plans 50 2% 298
Subtotal Nin.Lnda. ,HeinghSurv. (MLKS) 20 2,010 2,808
Environnental Protection Comission (EPC)
Storm Dralinage and Flood Control
laintensnce Assistance e‘ 178 219
Solld Wasto Menagement
Operations Assistonce ] 480 682
Tralning a2 ] 108
Plies Studies:Recyc/Compat/Treat 1268 109
Envirenmental Menagement
T.A. 18 119 187
Equipment (Educ.) 2 L 4“4
Vehicles 1 28 20
Subtotal Env.Pretectn.Commlisen. (EPC) 192 1,084 1,266
Kinistry of Worke and Transp. (WNT)
Traffic ond Transport Unlb
T.A, 20 120 80
Transpert Planning Study 1 64 e
Highways (lelntenance)
Helntenance T.A. » 148 2
lalntenanve Study 18 n o0
Subtetal Win. Worke end Transp. (NT) ] ) 490
T T ]
REVENUE BNMANC.S INST.STRENGTH. BASE COST 1,27 e, 217 7,490
PHYSICAL CONTINGENCIES ‘ 127 622 749
PRICE CONTINGENCIES 248 o1 147
REVENUE DBANC.S INST.STRENGTH.TOTAL COST 1,047 7,840 8,907

Annex 2-5
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NIGERIA

oo

OYO STATE URBAN PROJECT (IDF I1I)

Disbureement Schedule s/

Cumulstive Disbursamente

(USS ailllon)

Quarter Appraliss! Appr. Estinmete
Ending Estimats  §
FY90

March 0.0 0.0%
June 0.0 0.0%
F/91

Septamber 0.4 0.9%
December 1.0 2.08
March 2.3 4,68
June $.0 10.0%
FY92

Septamber .85 17.0%
Decamber 12.2 24.4%
March 16.4 30.8%
June 1.8 n.
FYss

September 21.8 43.0%
Decenber 24.8 49.8%
March 271.8 66.6%
June 0.8 61.2%
FY94

Septanber 5.2 €8.4%
December 35.8 71.0%
March 3.1 76.1%
June 40.1 00.1%
FY96

Septamber 42.1 84.1%
Decenber a6 .18 '
lerch 4.9 29.5%
June 48.0 .98
FYos

September 47.2 94.2%
Decenber 4.2 96.3%
Merch 49.2 98.3%
June $0.0 _ 100.08

o/ Losn effectivencss is aseunsd In Novesber 1990



NIGERIA
OYO STATE URBAN PROJECT
implementation Arrangements
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NIGERIA
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OY0 STATE URSAN FROJECT

{nplemantation Schedule
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FEDERAL REPUBLIC OF NIGERIA

OYO STATE URBAK PROJECT (IDP II)
OYO STATE ENVIRONMENTAL PROTRCTION COMMISSION

Schedule of Punctions and Objectives

Responsidbility for formulating and enforcing policies, statutory
rules and regulations on waste collection and disposal, generai
environmental protection, control and regulation of the ecological
system and all activities :e2lated thereto.

Co-ordinating the activities of all agencies in Oyo State connected
with environmental and ecological matters.

Conducts public enlightenment campaigns and disseminates vital
information on environmentsl and ecological matters.

Renders advisory services and support to all Local Governments in the
State in areas of flood control, solid waste management, ecological
and sanitation matters.

Respongsibility for measures to guarantee consistent effectiveness of
environmental structures throughout the state for flood control,
solid waste collection and disposal, and general sanitation.

Preparation of master plan for drainage, solid and liquid wastes, and
general aesthetics.

Monitoring of sources of toxic pollution in air, land and water and
offering of necessary advice to industrial establishments.

To mobilize the inhabivants of all areas in the State for effective
observance of environmental rules and guidelines for purpose of
healthy and safe environment.

To initiate measures to ensure pollution-free air, land and water
throughout the State including any other steps to obviate, mitigate
or eliminate environmental discomfort to individuals or groups, or
danger to lives and properties.

To carry out adzministrative, supervision and establishment duties
with a view to ensuring good financial management and administration
of the Commission in line with Government policies.



NIGERIA
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ORGANIZATION
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NIGERIA
OYO STATE URBAN PROJECT
OYO STATE ENVIRONMENTAL PROTECTION COMMISSION
Key Staff Positions
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FEDERAL REPUBLIC OF NIGERIA

0YO STATE URBAN PROJECT (IDF II)

ORGANIZATION, FINANCE AND PERFORMANCE OF

PARTICIPATING FINANCIAL INTERMEDIARIES (PFIs)

A. THE FINANCIAL SECTOR SETTING

1. Nigeria has a relatively well-developed and diversified
financial sector, comprising the Central Bank and ahbout 89 commercial and
'merchant banks (with over 1,833 branches throughout the country), several
insurance companies, several pension funds and a provident fund, leasing
companies and saving banks, two stock exchanges, three major public
development finance institutions and a public mortgage bank and some twenty
regional development finance companies. Since 1977, following the
promulgation of the Nigerian Enterprises Promotion Decree, all banking
institutions in the country are required to be at least 60X owned by
Nigerians. Most of the leading commercial and merchant banks have
significant foreign minority ownership, ranging from 20 to 40Z.

2. The Central Bank embodies the monetary authority in the country
and as such, is the lender of last resort to the banking system. It also
manages foreign exchange reserves and payments. Commercial Banks
predominate in the financial system in terms of total asset holdings,
accounting for about 74 percent of assets held between commercial and
merchant banks. Merchant banks, however, have been gaining very rapidly
botk in terms of numbers of banks and of total assets. Merchant banks
concentrate exclusively on corporate and institutional clients and serve a
role as wholesale banks while providing a wide range of investment and
commercial banking services.

3. Despite this relatively sophisticated institutional framework, a
high degree of Governmeat regulation and control has in the past retarded
the full development of the financial sector and limited its allocative
efficiency. The resuit has been the evolution of a relatively rigid and
compartmentalized credit system with limited market determination of the
terms and conditions of financial intermediation. The financial sector has
been subjected to a compiex system of controls by the Central Bank of
Nigeria (CBN) regarding the sectoral allocation of loans and their
maturities, and to low legal limits on nominal interest rates for both
borrowers and savers. In general, as inflation increased, traditional
deposit and lending instruments of the banking sector have been limited by
low nominal interest rate ceiling which, until recently, 2¢id not permit the
adjustments necessary to ensure positive yields in real terms.

\
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4, In October 1986, the CBN began to liberalize the interest rate
policy; time deposits were allowed to be negotiated between banks and
borrowers, the maximum lending rate was increased by two points to 15X and
the differential between preferred and nonpreferred sectors was eliminated.
In August 1987 the Government eliminated all ceiling on lending and deposit
rates, and the discount and treasury bill rates were increased by 4
percentage points from 112 to 152 and from 10X to 142, respectively. The
discount rates, however, were reduced in December 1987 by 2.25 percentage
points, to stimulate growth in the economy. While the rate of inflation
was less than 107 in 1987, it was 38.3% in 1988. This situation continued-
-and even worsened--until mid-1989 when the CBN sharply tightened credit
(see below). The result was a jump in interest rates and a reduction in
inflationary pressures. Indeed, after rising by 351 in the first 6 months
of 1989, prices fell by 91 in the following 4 months. With lending rates
in the 30 percent range and deposit rates in the 20 percent range, real
interest rates are now positive. Late last year the CBN introduced a
treasury bill auction. Interest rates on that market have averaged 17
percent and the discount rate has besen set at 18 percent.

5. The main restriction to the activities of commercial and
merchant banks is now through annual ceilings on the expansion of loans and
advances, and sectoral credit allocations criteria which specify minimum
percentages of the portfolio for certain sectors. The credit ceilings on
the growth of the bank’s credit to the private sector was raised from 7.4%
to 12.52 in January 1988 to assist in stimulating the economy, and was
lowered to 10Z in 1989 as a result of an increase in the inflation rate.

For 1990, the aggregate credit ceiling was again increased to 12.52 but the

ceiling now applied to all types of credits, not just loans and advances.

6. During 1989 the CBN applied a series of stringent measures to
restrict the credit expansivn beyond the regulated ceilings. The first
measure taken in May 1989, involved the abolition of offshore guarantees of
Naira-denominated loans. Unless borrowers were able to provide alternative
local guarantees the loans were recalled. The second measure taken in June
1939, invclved the transfer of Government (Federal, State and parastatal)
deposits from the commercial and merchant banks to the CBN. The result of
this r-2tare was to pull out over 102 of the total assets of the banking
system (roughly N8 billion out of N80 billion) and obvicusly a higher
percentage of the deposit base. The result was that several banks becam:
illiquid and have overdrawn by large margins in their CBN accounts. How
many of these banks will become insolvent is still open to question. The
end result was to boost both deposit and lending rates; however, interest
rates are still negative 1/. '

7. Nevertheless, the most important structural problem facing the
banking gvstem is its lack of stability, resulting from the readjustments
taking ‘ace in the economy under the Government's Structural Adjustment

1/ Interest rates on savings account and certificates of deposits now
{ range from 13X to 201 and lending rates range from 22Z to 281. Also

l Banks are now required to pay interest on current accounts.
l
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Program. As a result, banks are faced with potentially high arrears, and
CBN is not strictly enforcing their power to request additional
provisioning for doubtful loans. In this context, the capital adequacy of
banks is critical. Commercial banks and to a lesser extent merchant banks,
have in the past, been highly leveraged, and there is a need to subject the
banks to stronger resgulatory pressure to classify their portfolios
properly, work out their non-performing assets, make up the provision
shortfall, and strengthen their capital base.

B.  BANKS' ORGANIZATION, STAFFING AND PROCERURES

8. The five Nigerian merchant banks 2/ already selected to
participate in the IDF project would be eligible to participate under the
proposed project. Four of the banks have continued to demonstrate their
financial strength, technical capacity and interest in participation. ICON
has in the past also demonstrated these attributes, but the recent CBN
measures to restrict credit expansion has revealed some weaknesses in
ICON’s liquidity management. and portfolio. ICON’s continued participation
will depend on the outcome of a more detailed assessment of ICON’s recent
f%nancial status which is currently underway. Together, these five banks
account for about 70X of the assets held by Merchant Banks in Nigeria, and
three of the above selected banks are associated with prominent
international banks. The ownership, organization and staffing, operations
and procedures of the tanks and their financial structure and performance
are analyzed and described below. In addition, several commercial and
merchant banks have exprossed their interest in participating in the
project and will very likely participate once their eligibility is
confirmed 3/. Some preliminary financial information is also included and
& detailed analysis of their management, organization and finance is still
underway.

9. Ownership. Nigerian banking institutions are required by law to
be at least 602 Nigerian owned, and the five participating banks conform to
this ruling. In the case of three of the banks (CMB, IMB and NMB) this 602
shareholding has been retained directly by the Federal Government through
the Ministry of Finance Incorporated (MOFI), a wholly-owned subsidiary of
the Federal Ministry of Finance. MOFI, in addition, continues to retain a
202 share holding with NAL. Nigerisn parastatals are also figuring
prominently in the ownership structure of the banks, with Nigeria
Industrial Development Bank (NIDB) owning 452 of the shares of ICON, and
the National Insurance Corporation of Nigeria (NICON) owning 151 and 251 of
ICON and NAL, respectively.

2/ NAL, ICON, International (IMB), Continental (CMB), and Nigerian
(NMB) Merchant Bznks.

3/ Nigeria Internaticnal Bank (NIB, a Citicorp affiliate); Grindlays
Merchant Bank, Chartered Bank Ltd. and Merchant Bank of Aftica (an
. affiliate of Bank of America).



- 78 = ANNEX 4-1
Page 4 of 20

10. Three of the five banks (NAL, IMB and CMB) have had strong
foreign banking participation. American Express and Credit Lyonnais
together own 28.62 of NAL while Flrst National Bank of Chicago and Chase
Manhattan Overseas Banking own 402, respectively, of IMB and CMB. Until
1985, Morgan Guarantee and Baring Brothers tngether held 402 of the shares
in ICON, however, they decided to relinquish these holdings several years
ago. ICON is still seeking a foreign banking partner, although Morgan and
Baring Brothers continue <o provide them with correspondent banking
services. NMB is unique among the five banks since it does not have any
direct foreign banking participation, and is not planning to have any in
the near future; however, this does not appear to have limited their
operations.

11. The active participation of the above mentioned foreign banks in
the ownership and operations of the Nigerian banks has added greatly to the
range and depth of experience, skills and services available, as well as
provided a sense of stability and confidence to the banking sector.
Contrary to what might have been expected because cf their importance in
the banking sector and their specific financial business with the
parastatal eaterprises, the banks have been largely free of Government
intervention in their lending and syndicating operations, as well as in the
management of their portfolios. Merchant banks can now make equity
investment operations, which by regulation is limited to no more than 102
of its capital in s single company. The total of the equity shareholding
cannot exceed 1/3 of the merchant banks capital. In fact, banks compete
intensely among themselves, for savings, letters of credit, syndications
and borrowers, and with the development banks for long-term projects.
Basically, the difference between merchant and commercial banks consist of
business size. The merchant banks are primarily in wholesale financial
activities (dealing wa h relatively large corporate, parastatal and
Government clients) while the commercial banks also handle retail banking
business, which means providing services to individuals. The merchant
banks operate strictly on the basis of commercial criteria and have
developed the reputation of being among the most profitable, effective and
efficiently run organizations in Nigeria. The following table summarizes
the ownership structure of the five eligible banks selected as PFls; also
indicated is the size of their assets and staffing. Preliminary data is
also included for Merchant Bank of Africa (MBA) and Nigeria International
Bank (NIB) (a commercial bank); Grindlays Merchant Bank and Chartered Bank
(s merchant bank); their eligibility as PFIs is pending detailed appraisal
of their management, organization, operations and finances.



- 79 - ANNEX 4-1

Page 5 of 20
TABLE 1
OWNERSHYP STRUCTURE OF THE PFIs
Total
PFI Year 4/ Assets Staff 5/ Shareholding
(N mil) Local Foreign
NAL 1960 1,504 b/ 407 202-MOFI 267-American Expr.
251-NICON 102-John Holt Group
102~-New 2.6%-Credit Lyonnais
Nigeria
Dev. Co.
6.42-NAL Staff
ICON 1974 2,389 a/ 604 452Z-NIDB 352-(Reserved for
15Z-NICON Foreign Partner)
5%-Staff
(Reserved)
IMB 1974 1,868 a/ 586 602-MOFI 407-First National
City Bank/Chicago
cuB 1975 1,678 a/ 661 60X-MOFI 401-Chase Manhattan
Overseas Banking
NMB 1979 1,540 b/ 331 602-MOFI None (UBA is in turn
40%-United owned 40X by Banque
Bank for Nationale de Paris)
Africa (UBA)
MBA c/ 1982 850 a/ N/A 552-private 402 Bank Of America
52-MOF1
NIB c/ 1984 1,604 a/ NJ/A 602-private 402 Citicorp
Nigerian
Grindlay c/ 1984 339 a/ bb 602-private 402 ANZ Banking
(none more group
than 5% of
shares)
Chartered c/ 1988 207 a/ NJ/A 100Z-private
(Nov. 1989) (none more than

5% of shares)

a/ 31/12/88

b/ 31/03/89

¢/ For MBA and NIB, Grindlay and Chartered appraisal is pending and are
not yet PFIs.

4/ Formation Year.

5/ July, 1989
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12. Organization and Staffing. The five eligible PFls are all

fairly similar in their organizational structure and staffing, reflecting
the similarities in their operations. They are generally organized into
three main sectors (corporate banking, corporate finance and management
services), within which there are specialized divisions (credit and
marketing, trade and correspondent banking, operations, securities,
corporate affairs, finance and administration, etc). While the reporting
relationships differ somewhat among the banks, the basic organizational
elements are quite similar. The main sectors are usually headed by a
general manager, and the divisions by an assistant general manager. During
the appraisal mission it was confirmed that most of the five PFIs for the
Project start up phase have already organized and are operating Special
Units within their respective Corporate Finance Divisions, and through them
most financial intermediation operations are being handled. The creation
of these Special Units represents an important achievement for both the IDF
Project and for the proposed Project. The selected PFIs’ new Units are in
fact development finance windows of the PFIs. At present their main
operation is channelling the World Bank’s various lines of credit. Each
Special Unit is headed by a well qualified officer who is directly assisted
by at least three professionals and two support personnel. For these
Units, specialist staff and occasional short-term consultants have been
assigned to manage all the develcopment projects as well as to improve their
capacity to deal with the intricacies of state finances and become familiar
with urban infrastructure sectoral issues. Nevertheless, it is necessary
to strengthen the installed caparity of these Units by biring additional
professionals (as required) with Gackground in areas related to the sector
objectives, since there is a luck of personnel with training in this area.
It is ezpected that under the Project’s technical assistance component ths
PFIs would be assisted in strengthening their technical skill in
subprojects preparation, evaluation and supervision. For specific
technical aspects of the project, consultants would be hired, as needed.
The Special Units’' functions cover a wide range of activities starting from
promotion and adviscry services to subproject preparation, evaluation, and
supervision. The Special Units will be assisted by other PFIs’' divisions
particularly by the Marketing and Credit Divisioms.

i3. Currently, ICON is in the process of making some adjustments to
its institutional framework, and the new scheme will be presented to its
Board of Directors in the near future for approval. The following table
presents the geographic distribution of the PFI's branches:

\
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TABLE 2
SELECTED PFIs BRANCHES 6/

NAL ICON IMB CONTINENTAL NMB
Branches: Kaduna Kaduna Kano Kaduna

Kano Kano Kano Jos P-Harcourt

Cwerri Calabar P-Harcourt Kaduna

Ibadan Benin Aba Port Harcourt

Abuja Onitsha

Feadquart: Lagos Lagos Lagos Lagos Lagos
Total: 5 6 6 6 3
14. The decisions for subproject financing approvals are centralized

in Lagos Headquarters, but for subproject preparation and supervision
dactivities the Special Units would be supported by the above 20 branch
offices, which would also carry out initial promotional activities. The
three largest banks average just over 600 staff. The professional staff in
all the banks are strong in financial and accounting skills but lack many
of the technical skills that would be directly relevant to urban
infrastructure subproject lend’ng. In spite of this significant gap, the
general caliber of the staff is impressive, particularly at the middle and
senior management levels (project officer, assistant manager and upwards).
Typical of the banks as a group, more than half of staff is at the level of
deputy manager and above possessing masters degrees or equivalent in
finance, accounting or marketing, and the rest possessing bachelor's of
equivalent degrees in disciplines relevant to banking.

15. Some banks are clearly stronger than others in specific subject
areas, however, none is considered significantly better organized or more
strongly staffed than the others. In general, they are all well run and
capably staffed. The typical middle and senior level managers have had 10
years experience in the banking sector. As a result of the rapid
proliferation of banks in the past two years, all PFIs have lost some high
quality staff to newly established banks, but have managed to fill the
vacancies left from within without too much difficulty, as many competent
staff remains. Nevertheless, the staffing status will need to be closely
monitored. In the future some of the newly established institutions may be
considered as future PFIs given the tested management some have recruited.

16. Operations and Procedures. While the banks offer a wide range
of services to their clients, the Bank appraisal mission focussed most

specifically on syndications and project lending, these areas being most
relevant to the project. The operations and procedures of the banks are,
again, quite similar. 1In general, they attempt to spread their risks by

\
Y

6/ At June, 1989




- 82 - ANNEX 4-1
Page 8 of 20

syndicating their larger loans. But given both the size of the PFIs and
the average cost of the proposed priority towns subprojects ($1-2.5
million), the syndicating of loans may not be necessary. The procedures
for loan syndication are well established, regulated and supervised by CBN.
Though not. regulated by CBN, the procedures for project lending and
supervision are fairly standardized, well developed and documented in the
operations manuals of each of the banks.

17. The banks have the capacity to evaluate as well as to advise on
the technical and financial viability of the projects, and in most cases
project lending involves both operations. Existing project lending is
concentrated in the manufacturing (46.3% average for the five PFIs) the
real estate and construction (10X average) and more recently the
agriculture, forestry and fishing (141 average) sectors. Two types of
projects ar- *ypical. 1In the usual industrial project the banks rely on
the participation of a strong technical partner, and the operational
procedures focus on the financial viability of the project. This is
especially the case where proprietary technology is being provided by the
technical partner. In most such cases, however, the bank spot-checks
equipment specifications and prires, and seeks comparisons with similar
projects. The erperience of foreign banking partners has proven
particularly helpful in this regard as international price comparisons can
be quickly and easily checked by telex with foreign branch offices and
corporate headquarters. In cases where the technical partner is found to
be weak, the banks assist the client to identify a suitable technical
partner or to retain appropriate consultants.

18. In both of the above cases, banks are willing to supply
consulting advice in the areas of marketing and finance--the areas in which
they are well endowed with staff resources. Most clients require advice
and assistance with project preparation, and the banks have offered this
consulting service, seeing it as a growing and lucrative source of revenue.
Over the years, particular bank officers have developed a familiarity with
certain sectors and types of projects and this has, to some extent,
compensated for the lack of engineering expertise.

19. Because of the variability of the quality of project preparation
done by the banks’ clients and the consequent variability in the exten: of
consulting assistance required, it is difficult to generalize about the
loan uppraisal period. However, where adequate preparatory work has been
undertaken by the client, the technical partner is strong and legal and
collateral requirements are not overly complex, loan appraisal and
processing can be completed within a six month period. The typical
appraisal consists of thorough (and standardized) analyses of recent and
projected performance based on assessments of balance sheets, income
statements and cash flow projections. Audited financial statements for the
past three years of operation are normally required. Based on the above, a
standardized set of ratios is derived, assessing project profitability,
liquidity, asset utilization, capital structurxe and degree of risk. These
quantitative indicators are supplemented by qualitative evaluations of
company history, management capability, stability and the probabilities of
successful project implementation. In addition, clients are required to
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demonstrate the capacity to adequately (and quite conservatively)
capitalize projects from their own resources, often in the form of cash
equity to be deposited with the banks on the approval of a loan.

20. Project assessment would usually be the responsibility of a
particular project officer who is responsible for undertaking the necessary
financial and managerial analyses, ensuring that sound and appropriate
technical advice has been obtained by the client, and that the project isg
feasible. On completion of this assessment, a report is submitted, through
a senior manager, to a loan committee comprising the senior officers of the
bank. This loan committee recommends to the managing director that a
particular loan be approved or otherwise disposed of. Managing Directors
are allowed discretionary approval limits which vary from bank to bank.
Above these limits, approval has to be sought from a loan committee of the
board and, in special cases, by the board itself. Once approval is given
to a particular project, the client is informed in writing, and all the
legal and financial conditions attendant on approval are stated. Loan
disbursement is then contingent on the fulfillment of these conditions,
including, inter alia, the payment of commitment fees, the pledging of
equity and collateral, and guarantees of performance. Payments would
normally be made only against engineer's or architect’s certification.

21. In general, all the banks adhere to prudent and well documented
procedures; in most cases, project supervision goes well beyond the simple
monitoring of payments. The banks consider it not only normal but
essential that their project officers should attend site meetings during
the construction stages of projects, s«nd develop a firm grasp of the
critical project activities and the progress of the project as a whole.

22, The five PFIs have the basic capability to appraise and

supervise state urban infrastructure subprojects, provided that special
unit staff are supported by consultancy services as required to cover the
technical aspects of the subprojects to be financed. The banks have
considerable experience in disbursing against appropriate documentation and
in field supervision of industrial projects. However, there are two
important project objectives which go beyond the narrow requirements of a
typical bank project, namely:

(a) reviewing the creditworthiness of the State Governments to
ensure repayment of the subloans, and helping the States, to the
extent possible, improve their creditworthiness; and assessing
and monitoring the creditworthiness of State Governments; and

(b) helping the States and Local Governments prepare infrastructure
projects, develop a capacity for project execution and improve
their revenue bases--in particular, substantially improving cost
recovery to make infrastructure services self-financing---and
generally putting State’s infrastructure on a sounder financial,
technical and institutional footing.

23. These are important project objectives on which the Pederal
Government of Nigeria and the World Bank are in agreement, but which go

\

.
1
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beyond the normal business practices of the local banks. There are no
existing institutions in Nigeria dealing effectively with these complex
questions. The technical assistance and training to be provided under the
project will address these larger objectives. The combination of technical
assistance directly to the States, training of PFI staff to enhance their
capabilities, competition among PFIs for State subprojects and the States’
self-interest in improving their creditworthiness should help to achieve
these objectives.

c. FINANCIAL STRUCTURE OF THE PARTICIPATING FINANCIAL INTERMEDIARIES
(PF1s)

24, The tables accompanying this Annex present the past audited
financial statements, summary financial ratios and structure and quality of
the portfolio of the five PFIs which have so far been classified as
eligible to participate in the on-going IDF and proposed Oyo Urban Project.
Total sssets of the five banks have grown at an average annual rate of 452
over the past eight years. The fastest growth took place in the 1981-1982
period, during which the banks grew at an unprecedented annual rate of 781.
During the 1986-1988 period, the PFIs grew at an annual rate of 451;
however, in 1988, when restraints on credit growth were applied by the
Government (para 4), growth dropped to 21Z2.

25. The #° ancial structure of the merchant banks is characterized
by relatively w.urt-term deposits (less than one year), with little medium
and long-term debt (over five years). 1In general, cash, receivables,
short-term loans and advances, and other short-term assets accounted for
well over 60X of total assets during 1984-1988. While limiting earnings,
these liquid assets have assisted the banks in reducing their exposure
during economic dowmturns. Given that an average of 40% of their portfolio
is in loans with maturities of over three years, and given that over three-
fourths of their total resources are represented by short term liabilities,
this leads to a significant amount of term-transformation,?/ and liquidity
problems can materialize to the extent that a sudden withdrawal of deposits
do not flow back quickly into the banking system. Precisely such a
situation took place during June and July 1989 with the sudden withdrawal
of all government deposits. Banks with significant percentage of
government deposits have had to rely on overdrafts from the NDIC and CBN as
a safety net. The survival of some of the Banks is still questionable and
is being monitored closely.

7/ Term transformaticn, which involves using short-term deposits for
medium to long term lending, is a normal banking practice, but poses
two main -isks; (a) the possibility that interest rates paid by the
banks for t. eir short-term deposits could increase over the interest
rate charged .1 long-term loans outstanding, thereby causing a loss
to tha banks; a. 1 (b) the possibility of illiquidicy from deposit
withdrawals. ‘ '
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26. Capitalization. As shown below, historically, the PFIs have
maintained debt/equity ratios of roughly 22:1, which is on the high side
for a medium to long-term lending institution. As also shown below, with
the exception of ICON, banks have already taken some steps to reduce their
debt/equity ratios; however, the needed adjustments would be addressed
under a proposed financial sector operation. In addition, the quality of
the portfolio off the PMBs would be monitored during the implementation of
the project, with the support of CBN (para. 31).

TASLE 8

DERT/RUITY RATIOS
8

n——

Char~ Grind-

Fiscal Year NAL o/ ICON IMB cv8 NMB a/ NIB b/ MBA b/ tered b/ lays b/
1981 - 21.4 21.2 22.83 - - -

1982 15.8 21.2 28.7 27.9 14.7 - -

1983 18.6 28.9 26.3 82.4 26.5 - N/A

1984 16.4 190.6 23.9 31.8 25.¢ - N/A

1986 17.2 0.6 21.1 0.0 22.4 19.8 27.0 16.7
1986 13.4 26.8 20.1 22.1 20.2 33.2 . 42.9 35.8
1987 29.2 28.2 26.2 26.6 26.8 238.6 50.9 80.3
1988 12.8 29.6 20.8 7.8 193 16.4 34.0 26.0
1969 6.0 - - - 18.6 - - 6.3 1.8
Rverage TN 1 . . . .5 23.2 46.9 3.3 %8.9

s/ For NAL and NUB the fiscal year (FY) ends in March. For Grindlays FY ends in September. For all
other banks the FY is the same as the calendar year.

b/ NIB, MBA, Charterad and Grindlays are not yet eligible to participate sinece detalled appraisal of
their organization/finances has not yet been compieted.

27. Profitability. The profitability of the PFI is adequate. The
nominal after tax rates of return on average equity of the five PFI are
shown below:

JABLE 4
AFTER-TAX RETURN OM_EQUITY
s

Char- Grind- Price

Fiscal Yesr HAL ICON IMB CMB NMB NIB  MBA tered leys Index
1981 - 86.1 35.1 3.6 - - - 20.8
1982 6.6 24.8 41.9 3890.3 2606 - - 7.7
1983 22.4 19.4 3.3 33.1 181 - n/a 28.2
1984 31.6 243 389.7 2883 299 - n/s 89.6
1985 4606 26,0 31.2 3.6 231.7 1.6 16.9 6.3
1986 38.6 44,3 4.8 39.5 28.6 127.0 40.8 31.8 5.4
1987 31.7 48.6 8.8 2 49.4 187.6 79.4 §6.9  10.8
1968 98.0s/ 387.6 86.2 61.6 66.3 120.8 90.9 64.6  37.9
1989 84.60/ - - 6.4 - - 44.4 4.7

Average 46.6 32,6 39.4 38.1 38.2 111.0 66.8 444 4986 2.0

8/ Includes extraordinary profit due to revaluation of foreign sssets.

28. In the past, the five PFIs earned very positive real rates of
return on equity during periods of low inflation, but lost much ground
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during years of higher inflation due to the fixed loan margins (caused by
interest rate ceilings) which did not distinguish adequately between real
and nominal profits of financial intermediaries. They were able to
maintsin their profitability in spite of these restrictions through
commissions and other charges on loans and through the substantial
interest-free advances placed with banks by importers pending release of
foreign exchange by CBN. Following the liberalization of interest rates in
1987, the PFIs have dramatically improved their real rate of return on
equity. As a percent of average total assets, the grosas spread (interest
income less interest expense) shows narrow margins (1.8% to 3.9% during the
last year), but when other income is included the margins increase
significantly (4.9 to 7.02). 1In gereral, administrative costs expressed
as a percent of average total as»> ts have been kept in the range of 1.0X to
2.5% which is very reasonable. However, during subsequent reviews of the
PF1's financial situation, a more detailed assessment would need to be made
to determine the degree to which profitability has been overstated due to
underprovision for problem loans and other potential losses.

29, Portfolio Structure, Quality and Reserves. In general, the

portfolios of the five PFIs are concentrated in loans of N0.5 million and
more with loans under N100,000 in size comprising less than 5% of all
lending. Both CMB and NAL have a majority of their portfolios in loans in
excess of N4.0 million which reflects their emphasis on lending to large
corporate names in Nigeria. As mentioned earlier, the term structure of
the lending is medium term, with loans over three years representing an
average of about 502 of all loans. The significant amount of term
transformation has been encouraged actively by CBN despite the lack of
medium-term sources of funds available to the banks. Unfortunately, this
officially encouraged a mismatched situation which has recently become a
source of vulnerability to the PFIs in particular as a result of the recent
FGN directives (para 6). Loans to Government (State and Federal)
represented a fairly insignificant proportion of the total portfolio, .
except for NMB which has about 72 of its portfolio in State Government
loans. Loans to the public sector, including public utilities, in general
are also relatively insignificant. :

~ 30. The real estate and construction portfolios have declined to
10.27 (down from 23 average three years ago), with relative increase in
the agriculture, forestry, and fishing sector to 14.0I (up from 92 average
three years ago) and the general commerce sector to 16.0% (up from 11.232).

3. Based on available data 8/, it is generally concluded that some
deterioration of the PFIs’ portfolio quality has occurred over the past few
years. The recent measures taken by the Government pertaining to
withdrawal of deposits has exacerbated the situation and brought to light

8/ Detail information on arrears over 90 days (principal and interest),
portfolio affected by these arrears, and portfolio affected by

provisions were supplied to the Bank on a confidential basis, and are

thus not presented here, but have been retained in the project file.
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some  intrinsic weaknesses in the portfolio quality. The provisioning
levels of the PFIs range from 72 to 27 of their gross portfolios. About
12X of the gross portfolio (up from 92 in 1986) is over 90 days in arrears.
However, there are some differences between PFIs, with ICON clearly showing
a weaker portfolio quality. During negotiations, it was agreed that CBN
would review with the Bank annually: (i) the financial performance of the
PFIs with particular reference to their capital adequacy and their
liquidity position; and (ii) where necessary, measures to improve the
financial performance of PFIs, provided that such measuros are consistent
with the overall credit and monetary policy objectives of the CBN.

D. IMPACT OF PROJECT ON PFIS
32, Projections of balance sheets, income and funds flow statements

for the five PFls have been carried out. The projections assume the
continued interest rate deregulation through 1995, and a relative
consexvative growth rate of 20X. Continued interest rate premia on long-
term deposits and long-term lending are expected to slowly alter the
financial structure of the merchant banks; thus, merchant banks would
increasingly play their intended role as providers of medium and long-term
funds in the financial system.

33. The projections incorporate the on-going IDF loan, and the
proposed Oyo Urban Project, and an even distribution of the proposed line
of credit to the priority towns, amongst the PFIs. The projections
indicate that at no time would borrowing from IBRD exceed about 162 of
outstanding liabilities.

FAILLACE ;:mvm26
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<MALYSIS OF °50°g S(RTEOL!D

TONTINENTAL I w Hiy ) AL

fpoust X dsount 2 fsount ¢ Ascunt

-

pount

Secesher 3!, 1980 Deceshor 31.1908 March 31, 1999  Decesser 3%, 193 Narzh 71,190
1. Bv Loan Aagunt (000)

W50 and below 07 1.8 b 28 06 N8 4y :

30 o3

from NS0-N100 4.3 0.4 19,7 3.2 1.9 0.4 n.3 .3 b 1.1
fros N§00-W300 - R 4.9 %.3 10.4 17.0 3.9 1019 12,4 0.9 88
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froe N1,000-42.000 .1 13.4  148.4 383 n.2 10.0 1144 13.¢  2%0.4 00
fraa NH2,000-48,000 2/ 149.2 0.4 0.0 12.4 ny 18.8 19 3.7 0.0 0.0
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lvr=3vr 9.9 MR ) .3 16.2 1357 8.5 15,9 19.1 7.8 .3
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Annex 4-2
Pege 1 of 6

FEDERAL REPUBLIC OF NIGERIA
OYO STATR URBAN PROJECT

CREDIT GUIDELINES AND FUNCTIONS OF PPIS

Objectives
1. The main objectives of the Oyo State Urban Project are to:

(a) strengthen the financial, operational and management capacity of
the institutions responsible for urban management and services at
the state and local government levels;

(b) improve urban physical and investment planning, coordination and
evaluation;

(c) mobilize finsncial ﬁsourccc at the state and local government

|\ levels; and e
(d) remove major city-wide constraints to prumote the efficient

;

functioning of Ibadan and of Oyo state’s other major towns as
regional development and service centers, with emphasis on
rehabilitation and maintenance of existing infrastructure.

Functions of the PFls

2.

Selected Nigerian Banks will participate in financing, appraisfug

and supervising the project. The Ibadan rehabilitation components,
however, have been appraised by the Bank. In connaction with the Ibadan
components of the project, the Merchant Banks’ functions are:

(a)

(b)

(c)

(4)

to serve as financial intermediaries of the FGN. World Bank
funds would be on-~-lent by FGN to OYSG, and PFIs would channel
Zank proceeds plus lend their own funds (10%) to Oyo State. The
PFIs would negotiate the appropriate fees, charges, terms and
conditions with Oyo State;

to oparate one or more Special Accounts denominated in US dollars
for disbursemcat of Bank funds;

together with the World Bank to supervise and monitor procurement
of civil works, equipmant, and technical assistance in accordance
with the sub-loan agreements, ensuring that they adhere to the
applicable World Bank procurement guidelines;

to maintain and operate one or more Pfojcct Accounts on bohalf of
Oyo State and to assist Oyo State to set aside the necessary
local counterpart funds;
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to disburse funds on behalf of Oyo State to foreign or domestic
suppliers, contractors, consultants (or as appropriate,
reimbursing Oyo State’s Project Accounts) for items eligible for
financing under tks Subsidiary Loan Agreements and to ensure that
disbursements are not made for items that have not been procured
in accordance with stipulated prosurement and disbursement
conditions;

to lend to Oyo State the required local currency funds (102);

to assist Oyo State in securing any additional local funds
tequired to finance the projact (bond issues, etc.);

to provide other banking services (e.g. opening letters of
credit, securing foreign extchange etc.) as required by Oyo State;

to submit reports to FMWH, FPMFED, CBN and the Bank on the
physical and financial status of the project;

to submit on an annual basis, audited accounts to the Bank,
together with any other documentation regarding the status of the

" PFls portfolic that the Bank may reasonably request;

to liaise with the CBN to enable CBN to open and operate a
Project Control Account;

.to liaise with FMWH to conduct an annua: cx-post performance

audit of the Project; N ,

to collect khu amounts of principal, interest and other charges

- due from Oyo State under the Subsidiary Loan Agreement. and make

the necessary cepayments to the FGN.

For the LG Towns Component, their functions would be identical to
2, except that sub-paragraphs (a) and (c) would be modified as

to serve as financial intermediaries of FGN and on-lend Bank loan
proceeds plus their own funds (102) to OYSG for re-lending to
LGs. PPFIs would negotiate interest rates and the loans would for
a period of seven to fifteen years with two to three years grace
period;

to supervisc and monitor (with primary responsibility and in
consultation with FMWH) the implementation and the procurement of
civil works, equipment, and technical assistance in accordance
with the sub-loan agreements ensuring that they adhere to the
applicable World Bank procurement guidelines and procedures.:

\
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Three further sub-paragraphs are added to the PFIs functions:

(n) to continue and complete preparation of the selected LG towns
component which would include providing assistance with the (i)
preparation of planting and inveatment prioritization studies for
the selected LG towns; (ii) preparation of detailed design for
the selected project components; and (iil) alaboration of
institutional financial and cost recovery arrangements for the
implementation of the LG towns component;

(0) to appraise the LG towns subprojects in compliance with the

4 *Infrastructure Development Fund (IDF) Project Guidelines
Criteris for Sub-project Selection snd Appraisal®; and

(p) following review by the World Bank, and approval by Oyo Staﬁo
Government, to present the LG towns sub-projects to the PFls
Boards.

Project C ents
4. The following are the main project componsnts:
(¢) Ibadan CQQEQﬁintc
- Storm Drainage and Flood contral
_. = Solid Waste Management )
- Community Improvement Program {covering Mokola, Yemetu and
Agugu communities)

(b) Rehabilitation of Selected LG Towns

- A line of credit is established under the project for
rehabilitation and improvesient of infrastructure and services
in Ile-Ife, Ilesa, Ogbomoso, Osogbo, Oyo and Saki;

(c) Institution Strengthening and Revenue Enhancement
- Investment Planning and Prioritization
- Project Coordination
- Local Government Strengthening
- Land Management, Physical Planning and Development.

Biigible ndituces
S. The following are eligible expenditures under the project:
(a) roads and drainage, in particular the :ehab&litation of existing

road and drainage networks and the construction of new linkages
to aid traffic flow and relieve congestion, public transport
facilities parking areas;

\
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(b) solid waste management, including the provision and/or
.xehabilitation of vehicles, equipment and containers for
collection and disposal, development of sanitary landfiils,
offices, workshops, construction of transfer stations;

(c) sanitation, including the provision or improvement of low coat
public sanitary conveniences; )

(d) street lighting;

(e) markets, in particulac the rehabilitation of existing facilities

. and the improvement of services; and

(£) other high priority infrastructure investments related to
industrial, commercial and residential projects that are in
accordance with project objectives.

6. In addition to physical works, the project will finance

(1) studies aimed at sub-project identification and preparation,
institutional development, resource mobiliszation, and improved finsncial
and technical management; and (ii) technical assistance for sub-project
implementation and monitoring.

Sub-Loan Amounts

7. The Bank loan of US$550.0 million equivalent and cofinancing of
US$3.7 million equivalent wiil finance the foreign exchange component or
787 of total project cost. Of this amount, US$35.4 million equivalent will
be used to finsnce the Bank-appraised Ibadan components and US$17.S million
equivalent will be for a line of credit to finance PFI-appraised sub-
projects in selected LG towns.

a. thilnl.aibunt of Bank loan proceeds for any LG town will not
exceed 732 of total sub-project cost, excluding land.

9. Sub-loan in amounts of less than US$1.0 million equivalent will
not require the prior approval of the World Bank ("free-limit sub-losns®).

10. Maximum sub-project cost fo:‘any one LG town will not exceed
ussz.e million equivalent. .

11. In order to ensure timely project implementation, the PFIs are
required to commit the Bank line of credit for the selected LG towns sub-
projects by the end of year 3 after project effectiveness faiiing which
those Bank loan funds would be cancelled. .

R
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A

On-Lending Terms for PFI-appraised SQQQrojcct

12, The varidble interest rate applicable to on-lent Word Bank funds
would reflect prevailing international rates and is to be agreed between
Oyo state and the PFIs and reflected in the Sub-Loan Agreements. Such
agreed interest rate will incorporate the cost of Bank funds to the PPIs,
and a spread to cover administrative cost and credit risk which is to be
borne by the PFIa. Oyo State would bear the foreign exchange risk, as the
beneficiary of the project.

13. The commitment charge of 3/4 of 12 on the Bank funds not
withdrawn from time to time will be borne by Oyo State.

14, The terms and conditions applicable for the PFIs own on-lent
funds will be those prevailing in the market and will be established
between Oyo State and the PFls.

15. The Bank loan will be on-lent to Oyo State by the PFIs for a
period of seven to fifteen years with a two to three year grace period. In
case of prepayments by Oyo State, CBN must similarly be not ‘f.od and this
amount must also be prepaid to CBN.

Withdrawals
16. Special Accounts in foreign currency will be established in each

PFI. A maximum of US$1.5S million (equivalent approximately to 3 moaths
disbursement) will be deposited by the Bank in respect of the Oyo State.
Special Account and US$500,000 in respect of the PFI special account. The
PFIs will be entitled to process periodic withdrawals from their respective
Special Accounts to finance the foreign exchange component of the project.
These accounts will bs operated on terms and conditions acccptablo to the
Bank.

17. The initial deposits into these accounts will be made at the time
of project effectiveness. Replenishment of such accounts will require
submission to the Bank of full documentation or, in the case of smaller
contracts, certified statements of expenditures (SOEs) for all eligible
project expenditures by the relevant PFI, as well as evidence that the PFI
had subaitted duplicate copics of its disbursement rcqucsts and
documentation.

18. PPIs disburssmeats from their respectiva Special Accounts wiil be
on the basis of architect’s or engineer’'s certificates against approved
contracts or, where appropriate, under Bank Procurement Guidelines, against
certified SOEs of approved project ministries or agencies. Full contract
documentation is required for all eligible expenditures except for civil
works contract |of less than US§50,000 equivllcnt and other contracts of
less than US$20,000 equivalent.
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19, | '!pc detailed contract and disbursement documentation shall be
retained by the PF'3 and made available for raview hy the Bank.
20. . Bank'loan disbursement shall be made on the basis of 1002 of

foreign and 752 of locul project expenditures for civil works and
cqnip..pt. and 1002 of total costs for technical assistance and services.

AFAIN
October 1989
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FEDERAL REPUBLIC OF NIGERIA

OYO STATR URBAN PROJECT (IDF II}
STATR AMD LOCAL GOVERMMEWT FINANCES

I. OYO STATE GOVERNMENT

A. Revenue

Recurrent - External

1. The basic instrument of revenue sharing is the Federation Account
which is embodied in the Nigerian Constitution. The major constituents of
the Pederation Account are: (a) petroleum profit taxes, royalties and
licenses (782); (b) customs and excise duties (15.52); and (c) corporae
profit taxes. The Federal Government retains 552 of the Federation Account
and distributes 352 to the state governments and 10X to the local
governments. The statutory allocation constitutes between 751 and 3351 of
Oyo State's to*sl recurrent revenue.

Internal

2. The msj.c sources of internal revonue from taxes are: (1) Income
Tax, Pay As You Earn (PAYE) and Dirsct Assessment (relating to income of
self employed persons); (il) sales tax; (iii) other taxes; and (iv) motor
vehicle licenses. In addition, internal revenue is generated from
licenses, fees, fines, rents and interest, etc.

3. The Internal Revenue collections from taxes increassd from
¥37.8 million in 1981 to N52.3 millicn in 1984 and then deciined to

¥48.3 million in 1987. The budgeted internal revenue from taxes in 1988 is
N49 million, and N55.7 million for 1989. The main reasons attributable to
the temporary decline in internal revenue are: (i) downturn in the economy
in the recent past, and (ii) narrow tax base and poor tax sdministration
and complisnce in Oyo State. The poor tax administration is a result of
inadequate instituzional structure, lack of manpower equipment and
transport in the Internal Revenus Department. There are 31 senior staff
snd 260 junior staff vacancies out of 267 and 666 established posts,
respectively. Furthermore, there are only 9 functional vehicles out of

- which only one is under seven years old.
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4, A revigsed organization structure of the internal evenue section,
in line with the guidelines from the Federal Government, has been submitted
to the office of the Governor for consideration and approval. The basic
difference at the management level is that the existing two divisions, one
dealing with personal income tax and the other with remaining taxes have
been replaced by four divisions with the following functions (see page 2):
(i) Administration, and Board matters and investigations; (ii) personal
income tax axd a legal department, (iii) other taxzes, (iv) betting business
(pool, slot machines, lotteries, etc.). The changes to rationalize the
structure at the branch and tax district level have also been ‘incorporated
in the proposed revised structure.

s. Although in practice individual states have little flexibility in
determining tax rates, the tax base will enlsrge as the population
increases. Moreover, when the new management structure is implemented and
the manpower, transport and equipment constraints are adequately addressed,
it is estimated that the existing level of total internal revenue (taxes
and Ministeries) of N121 million would increase to N208 million by 1992 and
then continue to increase to N4lé4 million by 1998. This will ensure that
the heavy dependence of the state government on the Federation account will
not increase any further in the foreseeable future.

B. [Expenditure

Recurrent

6. The personnel cost in 1988 and 1987 amounted to 73.9% and 66.5%
of the total recurrent expenditure, respectively. The expenditure on
maintenance and overheads was 9.31 and 9.7% respectively. The inadequate
allocation for maintenance is apparent from the state of disrepair of
economic and socisl infrastructure. .

7. Debt service was not a major problem before 1984, as on internesl
ioans it was largely limited to iong-term Federai Deveiopment loan stock at
relatively low interest rates and on external loans which were mainly
raised between 1980 and 1983 and carried a moratorium of 3.5 years. The
decline in the exchange rate of the Naira against other currencies has
considerably increased the cost of external debt servicing. The severe
budgetary constraints have resulted in the state not being able to meet all
its debt service obligations. The rescheduling of the debt service burden,
agreed by FGN in principls, will enable the state to meat its obligations
over the next ten years.
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Capital !;gggggtuio

8. The capital expenditure incurred during 1982 and 1983 was
financed largely with syndicated external loans contracted at inappropriate
terms, i.e. high interest rates and slow repayment periods. The Federal
Government loans were the biggest source of local borrowing. The state
government also undertook capital projects financed by contractors, local
banks and surplus on the current sccount.

9. A comparison of the state‘s budgeted and actual performance of
capital expenditure from 1981 and 1986 shows that between 1981-83, the
actual performance was between 16.62 and 21.2% of the planned levels, while
between 1984-86 it was bstween 30.4Z and 65.52. In 1987 the actual
expenditure exceeded the budgeted figure, and in 1988 budgeted and actual
capital expenditures were equal, primarily, due to realistic budgeting.

Capital Expenditure - Comparison of Budget and Actual Performance

1981 1982 1983 1984 1983 1986 1987 1988

Budget 379.1 420.3 396.2 99.9 133.7 207.6 191.5 359.3
Actual 80.3 61.9 63.8 65.4 80.6 104.7 234.3 361.3
Achievement 1.22  14.72 16.62 65.51 60.37 S0.4% 122.37 100.6%

c. Financial Projections

10. Sumnary projections of revenue and expenditure for Oyo State
*without and with the Project” are shown on Page 4.

Board of Internal Revenue

(1) Pay As You Barn (PAYE) which constitutes over 55 of

internal revenus is aspumed to grow at a nominal rate of
52 over the 1988-98 period because the deductions are made at
source by the employers and remitted to the state. It is,
however, possible to improve collections through improved
inspection of employers’ records to ensure that correct amounts

\ are collected, a2ll eligible employees are covered and the tax
deductions are promptly remitted to the State. With improved
management, and enlarged tax base due to population growth, it is
assumed that the revenue from this source will grow at the\rate
of 102 per annum,

(11) The Direct Assessment, which presently constitutes 152 of
internal revenue, is poozly collected and is not likely to grow
by more than 107 per annum. At present only about 25 of the
potential is exploited. With improved management, through

A
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revised revenus management structure, it is assumed that this
will increase by 152 in 1988 and 1989; 20% in 1990, 1991 and 1992
snd then by 192 from 1993 to 1998.

The sales tax income in 1987 was N6.3 million compared to N2.7
million in 1986 this is an impressive 133% increase. 1Its
contribution to internal revenue increased from SI to 132. There
is & lot of scope to further exploit this source of revenue. With
the existing system it is assumed to grow by 102 per annum but
the administration of sales tax can be improved in scope and
effectiveness. More items and institutions would have to be
covered. It is assumed that sales tax will grow by 202 in 1988
and 1989, 30Z in 1990, 1991 and 1992 and 20X from 1993 to 1998.

The other taxzes have besn assumed to grow by 10X but with the
project it is assumed that in 1989 and 90 the growth rate will be
20X and there after 102 from 1991 to 1998.

Similarly the license revenue is assumed to grow by 32X without
the project an¢ 102 with the project. License revenue
constitutes about 52 of internal revenue.

11. Contributions from Ministries

t4)

(i1)

Statuto

12.

The general growth in income from Ministries is assumed at 7.52
per annum. lowever, for education the growth rate is taken as
5% of the existing level. Income is already over N36 million per
annum, and it is assumed that the government is not likely to
impose heavy additional charges in the form of school fees.

The revenue from the Health Ministry is assumed to grow by 152
per annum from 1987 to 1998, because it is the government's
declared intention to imprcve revenue generation to cover at
least the cost of drug supplies.

location

Oyo State’s share of the Federation account has been

calculated at 7.22 of the total projected Federation account allocations
for all states.

Stabilisation Account

13.

All state governments have been directed by the Federal

Government to set aside 10X of their total revenue in stabilization
accounts with effect from 1988 in order to offset the impact of
fluctuations in statutory allocations due to changes in oil prices on
the world market. OYSG has set up a stabilization account.

1

\ -
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Capital Receipts
14, " The major sources of capital receipts o!ltho state government

include recurrent budget surpluses, domestic borrowing (Federal
Government, Banks and Bond Issues). The domestic borrowing from Federal
Government. for financing capital projects, until 1986, had been from
development loan stock (DLS) which was shared among the states using the
same formula as the statutory sllocation. However, Federal Government
stopped issuing development loan stocks in 1986. The state governments
ars now expected to raise their own capital finance in the domestic
capital market. The Oyo State Government successfully floated its first
bond issue in 1988 and raised N30 million repsyable in 1999 at 15.32
coupon rate. ’

Outstanding Debt and Debt Service

1s. The external outstanding debt at the end of 1987 (at exchange
rate of USSL = NA.3) was N1,457.7 million while the internal debt was
¥507.9 million, giving s totsal of M1,965.6 million. This amount
includes sccumulated arreacs of interest amounting to N6S milliom, which
have been capitalized. The Federal Government has agreed in principle
to reschedule the debt. The debt service cost remsins between W164.7 to
N233.9 million during 1988 and 1992 and then rises up to N332.4 million
as & result of the expiry of the moratorium period. As the foreign
debts are assumed to be rescheduled over the ten-year period from 1988,
the debt service cost in 1998 drops to M34.S million.

16. The State should be able to service the rescheduled debt over
the next ten years although in 1993 there will be a budget deficit.
This will be offset by the amount transferzed from the stabilization
account. The projections show that the surplus ratio is 4.27 in 1998
and gradually grows to 15.7% by 1992. It will decline to (-4.20) in
1993 as the full impact of the capital element of the debt service cost
will be felt st the end of the five-year moratorium period and then
steadily grow to 23.02 in 1998. The state government will continue to
be heavily dependent on its share of the Federation account in order to
meet its projected level of expenditure until 1998 and beyond.

D. Infrastructure Maintenance and Rehabilitation Fund

17. The existing infrastructure such as roads, houses, commercisl
buildings and drains, etc. have been allowed to run down due to
inadequate provision of funds for maintenance purposes. In order to
reverse this trend, a separate "Infrastructure Maintenance and
Rehabilitation Pund® has been established and a separate bank account
opened. 152 of the annual Recurrent Budget of O0YSG will be transferred
to the ‘above Fund on s monthly basis. The Fund will be maintained,
controlled and monitored by the Budget Department of OYSG.

18. The Pund will be exclusively used for expenditure in respect
of rehabilitation and maintenance work relating to materisls and
equipaent, etc. but excluding cost of salaries and vages of staff as .
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such costs will remain under the Personnel Enrollments votes as at
present.

19. The allocation to the Fund and the items qualifying for
expenditure from the Fund will e annually reviewed by the Bank/OYSG.

E. Development Plan 1990-1992

20. 0YSG submitted a revised Development Plan (1990-92) which was
adopted in September 1989. The plan has allocated N1.18 billion to
various sectors as follows:

Sector Treasury Foreign Total
Component Component
Y cecemeececeecceses (N Million)eccccconanaacan

Agriculture and Rural

Development 164.4 60.00 224.4
Industry 64.0 ; - 64.0
Rural Electrification 9.8 - 9.8
Commerce and Co-operative 12.8 - 12.8
Transport 128.0 39.2 167.2
Education 128.0 - 128.0
Health 138.0 15.0 153.0
Information and Culture 70.9 - 70.9
Social Development 19.7 - 19.7
Town and Country Planning 7.9 - 7.9
Water 98.5 50.0 148.5
Sewerage and Drainage 29.5 32.7 62.2
Housing 44.3 - 44.3
General Administration 62.9 - 68.%9
Total 984.7 196.9 1,181.6

The Plan is based on the assumption that the statutory
allocation over the three year period, at current prices, will
contribute N3 billion and internal revenue N1.1 billion. This is
expected to yield a budget surplus of N984 million. The balance of the
funding will come from external loans.

II. IBADAN MUNICIPAL GOVERNMENT FINANCES

A. Revenue

Internal

1

\ |

21. ~ The municipal government derives its internal revenue from
Community Tax (Head tax), tenement rates (property tax), markets, car
parks, licenses, fees and rents. The internal revenue ok the Council in

y

v
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1982 was N1.6 million which rose to N3.9 million in 1985, then declined
to N3.8 million in 1986 and rose again to N5.4 million in 1987. The
estimated internal revenue in 1988 is N9.7 million.

External

22, The Council is entitled tu receive a share of 10X of the
Federation account which is distributed among the 3011/ Local
Governments (LGs) throughout the Country. 1In practice, the Council has -
received amounts varying from N2.9 million to N3.2 million between 1981
and 1986. The share of the Federation account is channelled by the FGN
to the LGs through the state governments.

23. The 0YSG maintained a state and local government joint
account. The LGs were required to meet 651 2/ of the cost of primary
school teachers salaries. The state government deducted this cost at
source from the LGs’ share of the Federation account.

24, The flow of funds from the FGN to the State Governments
relating to the LGs®’ share of the Federation account for the past four
years, is shown below. The table also shows the amount held at source
by 0YSG in respect of the local government authorities’ share of the
cost of Primary Education and the balance allocated to the joint
account.

1984 1985 1986 1987

ceescmeccean (N million)-ecccacu--
LGAs’® Statutory Allocation 76.6 91.6 85.0 146.4
Contribution to Primary Education 47.9 49.8 48.0 70.1
Amount Allocated to Joint Account 28.7 41.8 37.0 76.3
25. : The state government was also required to pay 10Z of its

total revenue (now internal revenue) to the LGs. In practice it was not
paid. However, in line with the FGN’'s declared intention to channel the
LGAs' share of the Federation account directly to the LGs, the system
has been changed with effect from 1989.

In May 1989 the number of LGs was increased to 449.

=
S

The FGN has established a National Primary Education Fund and from
1989 the FGN will contribute 65% of the cost of Primary School
Teachers Salaries whereas the SGs and LGs share will be 20 4nd 151
respectively.

I~
—
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B. Expenditure
Recurreat
268, About 751 of the total recurremt expenditure was used to

finsnce the cost of salaries and wages of staff. During the period
1982-86 the expenditure on health and social services r - ‘ged between 342
to 502 of the total recurrent expenditure. The expendi..re on General
works and services has ranged betwsen 1621 and 21.32 for the same period.
In 1987 the health and socicl services were responsibis for 39.52 of the
total recurrent expenditure while general administration, treasury and
general works and services were responsible for 30.7%, 16.81 and 10.82
respectively. The expenditure for general works and services department
which is responsible for maintenance of infrastructure is totally
inadequate. The Ibadan Municipal government has allowed its existing
infrastructure to deteriorate to such a point that immediate action is
tequired to halt further deterioration and to reverse the trend. The
allocation of maintenance and rehabilitation of infrastructure needs to
be substantially increassd and in this regard a asparate "Maintenance
and Rehabilitation Fund® would be setup. The contributions to this fund
would be on a progressively increasing basis which would be agreed with
Ibadan Municipal Government during implementation.

Capital

27. The Council has a five-year development plan 1986-90 with a
proposed investment program of ¥79.S million. The Council is not likely
to achieve this level of investment as the Council has defaulted on
meeting its commitments to contractors for three market construction
projects. The Council’'s ability to finance capital projects from its
own resources (apart from minor projects) is virtually non-existent at
present. but is likely to improve when the enhanced property rating
system is fully operational and statutory allocations are directly
channelled to the Council by the Pederal Government. A summary of the
Revenue and Expenditure Projections for Ibadan Municipal Government
(IMG) is shown on page 11.
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c. Institutional Arrangements

28. After the local government elections held in December 1987,
a new Council was constituted. The IMG had a full-time chairman and
four councillors which constituted the Management Committee. The
chairman was the chief executive of the Council and each of the
councillors was responsible for a specific function or functions such as
finance, health and works, etc. The policles of the Council were
implemented by the administration, headed by the secretary to the
Council. The secretary is assisted by departmental heads of Legal,
Estate, Health, Treasury and Engineering departments. Although Primary
Education, Agriculture and Natural Resources are Council funccions, they
were performed by the state government due to- the weak resource position
of the Council. The Council in line with the PGN decision was dissolved
and a sole administrator appointed in July 1989 to facilitate the
holding of elections towards the end of the year 1989 in all Councils
throughout the Federation.

D. Staff and Training

29.. The overall, present managerial and technical capacity of
Ibadan local government is extremely limited. The Treasury Department
wvhich is responsible for all financial matters including revenue
collection has one qualified accountant. 7The post of Deputy Treasurer
has been vacant for over eighteen months. The Treasury Department is
short of trained staff, equipment and transport required for effective
management of revenue mobilization and collection.

30. The training facilities, though limited in terms of space
and resources, are available at the Civil Service Training School in
Ibadan for courses ranging from six weeks to six months for staff at the
lowest level to the executive officer level. The higher executive
officers can attend a two-year Diploma course at Obafemi Awolowo
University, Ile Ife. Treasurers can attend one-year higher Diploma
course at the same university.

1. The IMG's abiiity to train its staff is limited by its lack
of financial resources available for training and the non-existence of
training grade posts on its astablishment so that day-to-day operations
of the Council are not disrupted when staff are sent on training.

32. The efforts in training of existing staff, in improving
their operational skills, should be enhanced by jeint effort of IMG the
Civil Service Training School. The Civil Service Training School staff
are very enthusiastic and keen to assist by developing tailor made
courses for IMG staff and with marginal assistance in the form of
transport and audio visual aids the training school can improve its
effectiveness. In the long run the state government has agreed, in
principle, to turn the Civil Service Training School into a Staff
Development College to cater for civil servants at ali levels. It is
advisable to create a number of trainee grade posts, particularly, in
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the Treasury Departreant to improve staff’'s technical and professional
skills.

E. Puture Prospecis of Renmevue

- 33, The improved management through training, equipment and
transport support will have a general positive effect on revenue
collection. The biggest potential to enhance ths Councils’ internal
revenue is from property rates based on Capital values. It is projected
that at 1987 constant prices the revenue from property rates will
incresse from its existing level of under N1l million in 1987 to about
N18.8 million in the next ten years.

34. The recent policy changes announced by the FGN indicate that
the FGN is placing greater emphasis on rural development and wish to
give greater responsibilities to the LGs together with additional
resources. The Council can now request the state or FGN for secondment
of professional or technical staff. A new scheme of service has been
introduced for LG staff which is comparable to the civil service. This
saould make Council service more competitive and attract technically and
professionally qualified persons to the service. The Ministries of LG
at the State level have been abolished and the functions brought under
direct control of the State Government. The LGs' share of the
Pederation Account is now being channelled dizectly from FGN to LGs.

3s. The combination of significantly improved revenue from
property tax and direct channelling and increased share of Federation
account should greatly improve the financial position of the Council.
The FGN with effect from 1988 will meet 652 of the cost of primary
school teachers salaries.

36. The state government operated a joint account for LGs and
put the Local Government Authorities® (LGAs) share of the Federation
account into that sccount. It met the expenditure on teachers' salaries
and other expenditure on provision of services which are the LGAs'
responsibility and paid a part of the balance to the municipal
governments in the state. Under the arrangement it is difficult to
disaggregate the expenditure incurred by the state government on behalf
of IMG. It is possible to estimate the Council’s share of the
Federation account but since the net position cannot be reasonably
ascertained, the projections of the Council’s share of the Federation
account are based on the actual net amounts received by the Council from
the state government. However, now that the Fedazsl Government is
channelling the Council’'s share of the Federation sccount directly and
as the Council s=tarts meeting its obligation of providing statutory
functions, such as rural and semi-rural water supply, sewerage, roads,
public housing, public parks, gardens and open spaces, nursery, primary
and adult education, health, maternity centers and clinics and various
licencing and developmental central functions, the position will become
clearer in the future.
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III. OTHER LOCAL GOVERMMENTS IN OYO STATE

37. The other LGAs in Oyo State also face problems highlighted
in the case of IMG. They have a narrow tax base, weak management
structure, lack of skilled manpower and are heavily dependent on their
share of the Federation account.

3s. The project will provide assistance with training, address
the management and structural constraints and establish systems to
address rehabilitation and maintensnce problems.

IV. PROPERTY RATING

A. Present System

39. The present tenement rating system in Ibadzn does not
produce a significant contribution to LG revenue due to inzdequate
assessment methods and poor collection performance. The present systea
is simple as the assessments are based on a limited number of variables,
i.e. location and use of building. The system has many deficiencie;,
i.e. insquity between rate payers, inflexibility in alteration of scale,
arbitrary nature of the scale and collection difficulties in determining
targets and measuring performance. The. average yield under the present
system in IMG is about N1 million, altkough the poteatial on the
existing basis is estimated at about NS million. The poor collection is
due to inadequate manpower resources, equipment, transport and
ineffective contrcl and supervision.

B. Valuation-Based Systea

40. A valuation-based rating system will be more equitzble,
provide a wider tax base and conciderably higher yield thus making LGs
more self-reliant and relatively less dependent on state and Federal
governments.

41. The valuation-based system requires assessment of each
rateable property and in view of the lack of skilled manpower available
both at LG and state levels, private sector valuation specialists would
have to be used to prepare the valuation rolls which will form the basis
of the rating system. The private sector valuers work will be

supervised by the State’'s Rating Valuation Coordinator, and LG valuution
staff will work side by side with the private valuers sc that they gain
the necessary expertise and experience in order to enable them to keep
the valuation rolla up to date and tc prepare interim valuation rolis on
an annual basis bringing new properties into the rating system.

42. The work already done on the *gec-coding exercise" to
establish urban property information system by consultants for OYSG
would provide useful inputs to the property valuation exercise in terms
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of street names and property numbers for indentification of rateable
properties.

43. The valuation-based rating system though involving initial
high costs in setting up the system will provide potentially high
revenue yields with main urban areas of Oyo state t2 enhance the
existing tenement rating system operated by Lis. It i3 estimated that
the new system has the potentisl of yielding over N30 million as
compared to the N1 million per annum presently collected by IMG.

C. Action Plan for Implementation

Actions already taken

(YR 0YSG confirmed their cosmitment to the introduction of an
enhanced tenement rating system as agreed during project appraisal, and
as outlined in the July 1988 aide memoire and described in greater
detail in the Beport prepared by I.P. Sanderson (Consultant) of August
1988. Introduction of the enhanced system would concentrate on the
urban areas of Oyo State, starting with the IMG.

43. IMG presented outline proposals for achieving improved rate
collection performance commencing in 1990. The proposals addressed
three key areas: (i) improved management structure for

direction, organization, control and supervision of the staff: (ii)
additional resource requirements such as staff, equipment and vehicles,
and (iii) staff training needs and corresponding training program.

46. 0YSG Ministry of Local Government presented draft terms of
reference for a Rating Valuation Coordinator to supervise
implementation of Property Rating Component, initially in Ibadan and
subsequently in selected towms.

47. " IMG presented draft terms of reference for a Chief Rating
Valuation OfZicer and other senior professional staff zequired to
implement property rating in Ibadan.

48. 0YSG advertised for international recruitment, the post of
Rating Valuation Coordinator and IMG the post of Chief Rating Valuation
Officer.

49. OYSG reviewed the existing legislstion, identified
modifications necessary to implement the enhanced tenement rating system
and submitted these to the Bank for comment.

During Project Implementation

so. 0YSG to appoint Rating Valuation Coordinator of apptopriata
ability and experience satisfactory to the Bank.

51. IMG to sppoint Chief Rating Valuation Officer and other
staff necessary for the rating valuation unit and provide it with
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adequate accommodation, furniture and equipmeat to undertake the
proposed functions. '

s2. 0YSG to engage private sector valuation specialists to
undertake the valuation program under terms of referwnce prepared by the
Rating Valuation Coordinator and reviewed by the Ban«.

s3. 0YSG to establish a monitoring system to be reviewed by the
Bank to snsure that adequate progress is made with the introduction of
the enhanced rating system and improved collection performance. The
monitoring system would review on a quarterly basis agreed

targsts vs. actual performance of the following key indicators:

(1) staff resources deployed; (ii) number of properties identified
registered and valued; (iii) total value of assessments; (iv) total
revenue collected; and (v) number of staff trained. Remedial actinn for
shortfalls in performance would be proposed.

S4. IMG to demonstrate continued improvement in their rate
collection performance in accordance with the targets, outlined below:

Year Targets to collected
(% million)

1990 3

1991 7

1992 11

1993 \ 16

1994 25

199$ 30

Note: The above targets are based on current inflation rates in the
10-12Z range. Should future inflation rates be substantially higher,
the targets would be reviewed correspondingly.

AF&LIN
October 1989



- 117 -

Annex &4-4
Page 1 of 8
FEDERAL REPUBLIC OF NIGERIA
OYO STATE URBAN PROJEC?T
ECONOMIC ANALYSIS AND POVERTY IMPACY
A. ZCOWOMIC EVALUATION .
Sumsary
1, Table 1 contains a summary of the economic nualfais including the

two componernts for which benefits could be quantified: (a) storm drainage
and flood control; and (b) community improvement program. The total cost
of the twp subcomponents comprises 362 of the Ibadan rehabilitation
component. The weighted average ERR is estimated at 22%.°

Storm Drainage and Flood Control

2. To determine econcmic costs, total local costs wera converted
into border costs by the standard conversion factor of 0.85. Foreign
inputs were valued at c.i.f. import prices plus local transport costs.
Annual maintenance cost was assumed to be 3% of physical capital costs plus
physical contingencies and converted into border cost by its own conversion
factor. The equipment for maintenance work was assumed to be re¢placed
every 5 years and their costs were also converted into dorder costs.
Project life was assumed to be 2S5 years.

3. . The benefits of this nomponent were measured by the reduction of
physical flood damages. Based on data of past flood events and resulting
damages #s well as rainfall records, three levels of flood damages were
identified and estimated at sppraisal and subsequently updated to January
1989 prices: (a) annual damages of about Wl million (on average about 200
propecties affected annually); (b) damsges due to flcods every 5 years of
about N2.6 million (the average of past recorded damages); and (c) damages
due to floods every 25 years of about N340 million (value of damages due to
the 1980 flood which wae the largest and estimated to occur once in every
25 years based on precipitation patierns). The benefits were converted
into US dollars at the current exchange rate, and the conversion factor was
applied. The conversicn factor was computed assuming that f£lood damages
consist of 402 local gost and 60X foreign cost. Benefit streams werw
quantified by taking the probability of occurrence of these damages without
the project. For example, & S-year flood has a probability of one-fifth ta

!



~ 118 -

Annex 4-4
Page 2 of 8

)
’38 q'q'._'Qf"quovoo.vqoc.nuunnunnnuupquo ia
[ L.} 1 ) e .
g3 252220290VR000908 8233009033008 L8
E-3 ¥ vaazg—vvv-vcvnv'nanun-n«umunnno L4

Seneitivity Snaly.
Gese Cooe Mot lu Crad Fise
‘17.218

in Bos.
oo.'
m
t..
208
m
.“
bl
s
sre
sre
(3 B
”
m
.
200
m
'I
o0 .
.ﬁ
I
281
008
808 .
205 .
201
0.
108,
$.990.8

------------------------------

‘ l
[ e -y
:--‘.-.hhhhh'hhhh.ﬁﬂdﬂ‘--u-‘--u-h ™ -8

T iy RV

ECOMDNIC ANALYEES

Tedle 2

ST ORADIALE AMD A AID CONTROL

13 - i menmeoas + =S
3- § it §
:3 B e T P
332 §i0200000evsavaneunccscescenscense in
I 3 nsmsmEEnnn
: SNCCOTVIC VO TANAAAANARANANAS '
. » [ }
‘e °
i1 | 18
T ]ig i E e XL
8 P ok 114
H . Ei}; AN NCOPrerPPrPANARRARARRRRANN |
B |G EisssEsdEEsEadasdsiadasasay
.l ;3 SevedeTvIvIrAnanannanan AN |
; ? g §‘§ -fh-ﬂﬂ.“ﬂﬂﬂ.ﬂ...ﬂ.‘ﬂﬂ..ﬂ“ﬂﬂﬂq ;
31 iiass SRRzERnpesssesesnasssaIess |
gigicish :
3 §i éziﬂﬂig f.v!Q'!"’."‘l"l"""“..‘."“.""l'q;
“;:;!;13.: A273333383292323333333333033
R
§ .?; '3! -'....-..........-..........'.‘ﬂ. : -
g gé} 3 SRABIAEARRTSAALAANREANARLNNS
¢ [ LU L L1 13 13-
§ § +1 ” - - b - .. s . -
I/
Poigd {3 i,
1 Ei‘ gi COvENNENINNINSNNNENeN0ESUees -; . K ;
L iR sspiinnaG g !
H :.2 :. - -
L iy 4 i
4 .- " - - 000nwe (] [ .- &
iy i3 23
1 133 8iqamnass - 18
i3 18 ¥ ddeea § -~ =
P : ‘& i )
Loy ‘3350838832885 gzauvascecs !
i (ERERRERERMRRCRRERERRERSRESRERRRY



- 119 -
Annex 4-4

Page 5 of 8
Table 1. SUMMARY OF ECOMOMIC RATES OF RETURN
IBADAN INFRASTRUCTURE REMABILITATION
TR
(Unit: uel’000 o8 January 1989 Priges)
Ibedan Compenens Finanaial fconemic Percentage
Sase Cost Rate of Share in
Raturn Infrastrue.
us8°’000 Rehab.
Thadan
Sase Cost
|
Stern Drainage and Floed Contrel 10,980.0 0.8 2.2 )
Community luprevemsnt Pregren 8,497.90 3.4 2.1
IBADAN INFRA REHAD BASE COST APPRAISED 16,447.0 100.0 2.2 .2
TOADAN (NFRASTRUCTURE REMAR 8ASE CO3T 29,284.0 100.9
NOTE

(1) Sterm drainage and floed contrel compenent excliudes rehabilitatien and
seintenance equipnent subceapenents.

(2) Community inprovement cempenent exciudes new serviced plets
subsenpenente,
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occur each year. However, because the 2S-year flood did not occur for 8
years after 1980 until present, its chance for occurrence will be higher in
the next 17 years. The salvage valus of the system after 25 years vas
assumed to be 50Z of physical capital costs plus physical contingencies.

4. The base case economic analysis is presented in Table 2. The net
present value discounted at 10X is estimated at about US$11.6 million.
The ERR is estimated at about 212.

C t rovemant Program (CIP

S. The three communitios to be improved (Mokola, Yemetu and Agugu)
wers combined and svaluated as one. The standard conversion factor of 0.8S
wes also applied. The total economic cost of capital was estimated at
USSS5.8 million at Javvary 1969 prices. An amount aguivaleat to 22 of
physical capital cost was assumed for the maintenance of the CIP.

" 6. Benefits of the CIP were measured in terms of an increase in
property values of the three communities mentioned above. Two communities
(Oke Ado and Old Ife) which show housing characteristics similar to Mokolas,
Yemetu and Agugu), and which do have adequate infrastructure and services,
wers selected as comparable communities. The average property value of a
comparable structure in the CIP was about We4,000 compared with ¥77,000 in
the comparable communities~-76.42 higher. Hence it is assumed that
property values in the CIP comnrunities will increase by an sverage of 76.4%
with the project.

7. Due to data constraints the total curreant property values of the
CIP were measured by the average property value per room multiplied by the
total riumber of rooms in the CIP. The average property value per room was
estimated tased on sample surveys conducted during the appraisal mission.
Total economic benefits of the CIP was estimated at US$12.5 million in
January 1989 prices. Since this amount represents additional benefits
arising from improvements made by the CIP, this benefit will be realized
immediately after completion of the CIP even though the actual market
values of properties will rise gradually for several years. The ERR for
the CIP was estimated at 242 as showm in Tsble 3.

AF4IN
October 1989
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B. POVERTY IMPACY

Poverty Threshold

1. GNP per capita.-in 1988 io estizated at US$221 based on the
revised RMSM model for Nigeria in the Bank. The Bank's definition of rural
poverty level is 402 of per capita GNP; the urban poverty level is 252
higher. Hence the urban poverty threshold in Zigeria for 1988 was
estimuted at W497.3 or US3110.5 per capita per smnum. The following
sdjuatmants were made by tho appraisal mission to reflect a wore reslistic
threshold for Ibsdan. ‘

2. The average household gize for the urban ares in Cyc State in
1984 was estimated at 3.38 persons. : Assuming the same size for 1988, the
urban poverty threshold i3 eatimated to be Wid(.8 per household per mmath.
In Ibadan, however, families with incomes be¢low N200 to ¥250 per montih sze
considered to be low income. Taking the avecage off the two figures (N223)
and assuming the avaerage sizo of s household to be 3.83, the poverty
threshold of Ibadan was estimated at N696 per capita per annum. These
revised figures were used for this analysis.

Iucoms Distribution snd Poverty Share ‘

3. Table 4 gives the income distribution in urban areas of Nigeris.
Assuming that this distribution also applies to the city of Ibadan, its
poverty share was estimated at 56.62. Based on available data, Table 5
gives the best estimates of income distribution in the three CIP
comsunities. The poverty share was estimated at 65.91, Its share is
higher than that of Ibadan city implying that the average household in the
community improvement program (CIP) areas is poorer than the average
households in the city.

Povert ct

' The storm drainage and flood control component will benefit
households with income levels almost equivalent to that of the CIP areas.
The solid waste sanagement component will mainly serve the poor and densely
populated sreas ¢f the city where income levels are equal to the CIP areas
at the most. Table 6 sumssrizes the results of the poverty impact analysis
which shows that about 662 of the Ibadan infrastructure rehabilitation
expenditures wou.d directly benefit the poor. Since poverty shares are
estimated conservatively, as discussed above, 661 is considered to
represent the minimum share of expenditures to benefit the poor.
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TABLE 4: INCOME DISTRIBUTION IN URBAN NIGERIA
(M at 84/85 Prices and 88 Prices)

Income per HH per Mornth Income per Capita per Distribution
in 83/84 Annum in 1988 @3]
4.2)] (NN)
~99 ~392 . 3l.11
1007199 393~789 33.28
2007299 79071,185 19.60
3007499 1,18671,978 10.58
500~ 1,979~ 5.43
TOTAL - - 100.00

SOURCE: 1Ibid, Table 6:12.

NOTE: The household income in 1933/8% were converted into the per
capita incowme in 1988 by using (1) the average size of uvban
nhouseholds in 1983/8% being 6.68 persons (Social Statistics 1985)
and (2) the inflation rate of GNP hetween 83/84 and 88 being 54.592
(revised RMSM for Nigeria).

TABLE S: INCOME DISTRIBUTION IN THE CIP COMMUNITIES
(N at 1988 Prices and )

Income per Income per
Surveyed In- Capita per
dividual per Annum in 1988 Agugu Yemetu Mokola Weighted
Month in 1988 (0 (2) (Z) _ Average
T100 ~309 25.1 28.7 23.6 26.0
1007200 3107613 33.9 36.8 30.3 33.8
2317300 6207928 27.4 23.0 24.9 24.9
3017500 92971,546 9.0 8.1 14.3 10.4
$0171,c00 1,547° 4.6 3.4 6.9 4.9
TOTAL 100.0 100.0 100.0 100.0
Estimated 18,500 25,000 22,000 65,500

SOURCE: Table 3.6, NISER, Socioeconomic Survey of Ibadan City,
1988
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TABLE 6: POVERTY IMPACT OF IBADAN
INFRASTRUCTURE REHABILITATION COMPONENT
Poverty
Cost Share
Basic Cost Share
(Million §) (2) ()
Storm Drainage and Flood Control 16.95 46.2 €5.9
Solid Waste Management 7.25 38.6 €5.9
Commuriity Improvement 5.50 23.2 65.9
Weighted Average 23.70 100.0 5.9

AF4IN
October 19898
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NIGERIA

0YO STATE URBAN PROJECT
DOCUMENTS IN THE PROJECT FILE

Approved Oyo State of Nigeria Estimates 1988
including Budget Speech

approved Oyo State of Nigeria Estimates 1387
including Budget Spesch

Ibadan Muniicipal Goveznment, Annual Tinancixl
Statements 1982-88, prepared by: The Municipal
Treasurer

Oyo State - Analysis of Financial Structure

and Performance, 1981-86 and Prospects, 1987-9S,
prepared by: Emmanuel C. Anusionwu

February 1987

Report of the Inter-Ministerial Committee on
the World Bank Assistance on the Improvement
of Ibadan Metropolis, (incl. Upgradxng of
Three Core Areas) April 1985

Ibadan Transportation and Traffic Management Study
Traffic Management Report, Part One and

Two; Transportation Study, Report of Surveys,
prepared by: Associated Engineers and Consultants
(Nigeria) Limited, Colin Buchanan & Partners,

and Norman & Dawbarn Asscciates, January 1983

- Master Plans for Wastes Disposal and Drainage,

Ibadan, Vol. I-1IV prepared by: Maclaren
International Limited, May 1971

Master Plan for Ibadan Metropolitan Area - Phase
I, vol. I-IV, 1983

ADB Loan for Emergency Rehabilitation Project for
Ibadan Water Supply, prepared by: African
Development Bank, November 11, 1986

Ibadan Region, prepared by: Department of Geography
University of Ibadan, April 1982

Page 1 of

File Wo.
D1899%1

D18992

D189%23

D18994

D1899S

422-07
(79-2-4)

D18997

. D15412

D15406
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Ref. No. Pile No.

K. Ibadan Infrastructure Development Project D18998
Identification Mission - Solid Waste Component,
prepared by: L, Moore, May 1984 (Qffice Report)

L. Ibadan Urban Drainage and rlodd Control Component, D15511
prepared by: Haskoning July 1987

M. Ibadan Drainage Component, Photographic Impressions, D18999
prepared by: Haskoning June 1987

N. Ibaden - Institutionsl Strangthening & Administrative, Dl5408
‘Financial & Technical Services Improvement, preparad
by: The Swedish Teum, July 1987

0. " Ibadan Solid Waste Mansgement Project preparation D12003
Mission, B-T-0 Memorandum Prepared by: Sandra
Cointreau (Consultant), March 1987

P. Ibadan Urban Project, Institutional Considerations D1900G
Report, prepared by: A.R.A. Consultants, Murray Glow,
July 1987

Q. Ibadan Water Supply, prepared by: B. Heine and D19001
A. Sweetnam, July 1987

R. Ibadan Storm Dréinage Component Part I, including D19002
Annex A (Strip Plans) prepared by: Haskoning, DHV, AB&C
Konsadem and Bad;ftsh June 1988

S. Solid Wagtes COmponont Preliminary Design, prepared D19004&
by: Haskoning, DVH and Konsadem, June 1988

T. Socio-econumic Survey of Ibadan 01ty prepared by: D1900S
NISER, June 1988

u. Ibadan Urbdan Renewal Praject Preliminary Design D19006
Report, prepared by: Osot Assoc., June 1988

V. Community Improvemerit Program., Proposals for D19007
Community Participation, Implementation, :
Maintenance, Finance and Cost Recovery, prepared
by: University of Ibadan, June 1988

w. Preliminary Physical Planning Proposals for Agugu, D19008

Mokola & Yemetu Study A:eas. prepared by: I.M.P.A.,
June 1988 ,
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Ref. No. - File No.
X. '61v11 Service Training School Ibadan - 1988 Course D19009
Calendar
Y. Upgrading of Core Areas (Report on Three Selected D19010
Areas in Oyo), prepared by: Oyo Local Planning
Authority, June 1988
2. Preliminary Report on Upgrading of Three Sels:tad D19011
Areas in 0S0G20, peapared bys 0S0GBO Local
Planning Authority, June 193¢
AA. Preliminary Rﬂport‘on Ilesa prepared by: I)esa | D19012
‘ Local Planning Authority, Juna 1988
BB. Three Selected Areas in Ile-Ife, prepared by: D19013
Oranmiyan Local Planning Authority, June 1988
cc. Upgrading of Core Area (A Report on Two Areas in D19014
Saki), prepared by: IFEDAPO Local Planning Authority,
June 1988
DD. Upgrading of Core Area (Preliminary Report on the D19015
Three Selected Areas in OGBOMOSO), prepared by:
OGBOMOSO Local Pianning Authority, June 24, 1988
EE. Preliminary Plans for Upgrading in Priority Towns, D19016
June 1988
FF. Cyo State Urban Project Rating Valuation Component D19008
Report, prepared by: I. P. Sanderson, July 1988
GG. IDF Project Guidelines D001S4
HH. IDF Policy Statement D00964
II.  Oyo State Urban Project State & Local Government D19273
Finances, prepared by: J. Bashal, September 1988
JJ. Oyo State Urban Project Economic Analysis ‘ D19272
prepared by: H. Ueno, September 1988
KK. Ibdadan Traffic & Transport Component Tech. Note D19274

on Preliminary Economic Evaluation, prepared by:
J. Cracknell, July 1988
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