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Dear Readers

This ©®MPACT Completion Repoiis an invaluable opportunity to share with youin a much
summarized way the key achievements challenges pillars of successand lessons that
transpired in the course ofdelivering COMPAGH Octivities that spanned across the three
sectors of Transport, Energy and Watewe do not onlydetail challengesthat we encountered,
but we alsoshare information onwaysin whichthey were addressedand ultimately advanced
progress towards achievingt / - 0! # 4 6 O Drithefohdd &dd Ar@ ®rtfolio of lessons
highlighted in this reportis vital in informing future COMPACSrelated developmert activities.

The COMPACT walkevelopedthrough an extensiveconsultative process that led tanevidence
based selection of COMPACIiInanced Activities on the basis of economic rates of return
analysis. At the implementation stage, the selected Activities were carried outthrough
commitment, hard work, consultation and collaboration, deadlines, and focus on results
Throughout the implementation ghase MCAT remained asound, strong and problem solving
entity of the Government of Tamzaniathat managed toefficiently investCOMPACT resources as
evidenced bythe clean audit reports over theentire COMPACT durationThe processes,
instruments and mechanisms deployed e MCAT inmanaging andimplementing complex
engineering projectsthat extended to a wide geographical areaave set severalbenchmarks
and modelsfor other development agencies to take note.

In conclusion, let me thank all those who worked hard taccomplishthe # / - 0 | #adgst<)
foremost, the President of the UnitedRepublic of Tanzania, the leadership of the Ministry of
Finance including the Chairman of the M@A6 O ' T OAOT ET ¢ " T AOAh OEA
Bank, MCC Resident i@ctor, our embassy in Washington and all the relevant
implementing entities. We have eceived good cooperationacross thecentral, regional and

district authorities, contractors, consultants, and the general publicTheyall have asignificant

share in ourachievements |t is my hope that all COMPACT built facilities will bafeguarded and

well maintained bylmplementing Entities to whom they have been entrusted.

Bernard S. Mchomvu.
August 2015



Tanzania C OMPACT at glance

The COMPACT %of total Compact Budget (US$million)
COMPACTigned 17 Feb @08 58% Transport Sector Project 405.4
Entry into force 17 Sepk008 29% Energy Sector Project 195
COMPACENd date 17 Sept 201! 8% Water Sector Project 54.6
COMPACTotal US$ 698 million 4% Program Administration 30.5
Tanzania Government Contribution US$132 million 1% Monitoring & Evaluation 8.2
Estimatedprogram beneficiaries 5.4 million

Estimated increase itnousehold income US$1.34 billion
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1.0Introduction

1.1 The Government of Tanzania (GoT)
executed a fiveyear US$ 698 million
COMPACT which focused on reducing
poverty and stimulating broad based
economic growth through infrastucture
developmentprojectsin the three main
sectors of Transport, Energy and Water.
The COMPACT fundinghich runfrom
TPPT OF TPZIY
funding amounting to US$32million over
the period 2013 to 2015 taccomplish

#/1 -0! #4860 OATEAOAI
#/ - 0! #AdiGties were extensive in
both engineering and geographical
coverage where atotal of 12 Activitieswere
extended to I7 regions in both Tanzania
Mainland andZanzibar.

extended the role ofthe Millennium
Challenge Accoung Tanzania MCAT)
beyond that of a fund manager to a
technical program management entity
responsible for funding, coordinatng,
implementing (through contracted parties)
and monitoring huge and complex
infrastructural projects.

2.2 In implementing the COMPACthge

x AO 00D D IMCARJardArdd withla broald ragg©of

local and foreign entities. They included the
seven Government entitie§TANESCO,

x | OBNRDADS, TAA, DAWASA, MORUWASA,

NBS and Ministry of Infrastructure and
Communication in Zanzibarermed as
Implementing Entities (IEs) as well as
Contractors and Engineers who were
mostly international firms. In cross cutting
area of environment, the MCAT partnered

S8T 4EA #/ -0! #4060 4 0AI1wabhe®&ional Adviecohnazntal

Projectwas primarily involved in upgrading
trunk roads to bitumen standard in
Tanzania Mainland andelectedrural roads
in Pemba Zanzibar Theinfrastructures at
the Mafia Airport were also upgraded
including pavingof the existing runway
base with asphalt lagrs. The Energy Sector
Project invested inthe installation of a
second 132 kilovolt (kV) submarine cable
from Tanzania Mainland to Zanzibar,
constructed overhead transmission lines,
and powerdistribution network. The
Energy Sector Project went further by
rehabilitating power substationsand
installing solar power equipment in Kigoma
region.

2.0Program Management andMonitoring

2.1 The introduction of FIDIC conditions of
contracts which explicitly recognized 3-
party system (Employer who was the MGA
T,the Contractor and the Engineer)

Management Council (NEMC) and Zanzibar
Department of Environment (ZDE). MGA
also mitigated the risks oHuman
Immunodeficiency Virus /Acquired Immune
Deficiency SyndroméHIV/AID$ along

#/ - 0! #ohdird@tioA sites through
interventions carried out incollaboration

with two international Non-Government
Organization NGO3, FHI360 and
EngenderHealth.

2.3 Differently from the conventional
approach where the supervision of civil
works is a sole taskf Engineers, the
COMPACT institutionalized additional
monitoring layers, including project
management consultantsvho were
deployed both at site and athe MCATS O
offices. In addition,Millennium Challenge
Corporation MCQ, MCAT, IEs, and
sporadicindependent consultants were
contracted to monitor project
implementation. Heavy investment in

Page |1



monitoring and supervisingcontractors and
Engineers paid off in several ways. It
facilitated prompt flow of information from
the field to MCAT/MCC, swift detectiorof
defects, and eliminated the possibility of
false claims passing through unnoticed. The
end result was high quality of COMPACT
built roads, water productionfacilities and
electricity transmission and distribution
infrastructures.

24 A number ofprogram management
lessons emerged in the course of
implementing the COMPACT (i) to avoid
delays, program financial management and
procurement systemsshouldbe detached
from the central Government systems (ii) to
eliminate reconciliation challengesMCAs
need to avoid concurrent operation of
multiple program funds (iii) informal

Transport Sector Project

1

exchanges is a vital stage towards firming
up formal decisions (iv) FIDIC conditions of
contract significantly raise the workload of

the Employer (v)the OET OA O TstadE T T AT «

of contractors and Engineerss
meaninglessonly strict supervision and
monitoring raise the likelihood ofattaining
COMPACT goals (w)peed of
disbursementsis commonly affected by
AT 1 OOAAOQTI 0066 OI T x 11
underestimation of scope of vorks;issues
on design drawings, late delivery of
materials from third parties, and bid
challenges (vii) MCC oversighthe
presence and adherence to weltrafted
managementinstruments for example,
procurement and financial guidelines)
minimizethe needfor regular Board
meetings

of roads upgraded to bitumen standard The COMPAGT Kilt trunk

roads are currently facilitating movement of people including tourists and agricultural products
across different parts of Tanzania Mainlanéor example, he 65 km Tangadorohoro trunk road is
currently an important international link between Kenya andlanzania and increasingly facilitating

cross bordertrade between Tanzania andenya

Post-construction impact studies show that 97%

of households interviewed along the COMPACT bueramihoMbinga and SongeadNamtumbo
roads, reported an increase in incomgenerating activities since upgrading of the roads. Eigtiiree
percent of the interviewed drivers have experienced an increase in daily earnings due to increasin
number of passengers; low fuel consumption and deciilg maintenance costsTravel time along
each of 70 km Peramihdbinga and SongedNamtumbo roads has been reduced to one hour
compared to four to six hours before upgrading the roadS.he travel time between Tunduma and
Sumbwanaga (about 224 km) has als@ngificantly declined from about 1@ 11 hours to 3 hours only.
Businesses are thriving along the roadsiostly an outcome of increasesiumber of commuters with
traders being able to move goods and services much faster.

Page |2
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Upgrading of the Mafia
Airportd iBfrastructure is considered to be one of the factors behind an increasing numloér
passenger arrivals at the AirporiLatest data show that he number of passenger arrivals hagsen
from 9,296 for the JulySeptember quarter 2009 to 11,151 passengers over the same quarter in 20:
is an equivalent of 20% increase.

EnergySector Project \
' Submarine cable installed from Mainland to ZanzibaiThe cable is

currently supplying 10Gnegawatt (MW) (110MegaVolt Ampere- MVA) to 1.3 million people of
Zanzibar. With an estimated life span of 50 years, the cable marked an end to unreliable electricity
supply in Zanzibar, an Island whose economy is fast expandingaannual rate of 26 Theenergised
cable whidc ultimately resulted in an improved supply ofnergy to the Island had in turnimproved
business environment as evidenced by an increasing number of investment enquiries in Zanzibar.

K of 132kV overhead transmission line and

of the Medium Voltage (MV) and Low Voltage (L\M)ower distribution lines. The transmission line
transmits 100MW of electricity from the second submarine cable between Tanzania Mainland and
Zanzibar. The 2,610 km of the distribution line transverses the Tanzan&@nlnd regions oMwanza,
Geita, Tanga, Mbeya, Iringa, Njombe, Morogoro, Kigoma, Manyara and Doddraaty sixvillagesin
Dodoma alonewere connected to thedistribution lines. A total of 392 transformers were installed
with a combined capacity of 55.6 VA serving the newly connected rural customers.

2 Substations were rehabilitated and extendedEighteen substationsvere meant for

the distribution network and the remainingsix substations for the transmission network, with four of
them serving thesubmarine cable. Twenty two substations are located in Tanzania Mainland and t
remaining two substationsin Zanzibar, including the newly constructed 132/33kV Old Mtoni
substation and the one at the submarine cable landing site in Unguja. The Sahard {33/), Kange
and Kasiga (132/33kslibstationsand the two submarine cable landing site substations weesntirely
new. In addition to the submarine cable landingtss, the Tegeta and Ubungo 132kV substations
were rehabilitated to includeOverhead Line QHL)/cable interface compounds.

y 7 7 4

] Solar systems installed in Kigomarhe systems had a total installed capacity

of 242 kiloWatt peak (kWp). Beneficiaries included secondary schools, heeéhtres, village markets
and fishing boats. A total of 310 picsolar lamps were sold through revolving fund mechanisms

purposely to advance thehouseholdmarket of solar systems in Kigoma.
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Water Sector Project

@ The upgrading of the Lower

RuvuPlant raised water productionlevelfrom the current capacity of 180 Million Liters per Day
(MLD) to approximately 270 MLD. Major upgrades involved the installation of new pumps at both
the Raw Water Pumping Station (RWPS) and the Treated Water Pumpingi&tafTWPS). In
addition, the COMPACT invested amnew pulsatube clarifier, flow mixing and dividing chambef
new switch gear has been installed inside the planfidbwer substation.

=]

4 The Mafiga Water Treatmet
Plant has been rehabilitated and upgraded to raise the production, pumping and transmission of
treated water from the current capacity of 19 MLD to 27 MLDhe facilities at Mambogo were
upgraded as well, including replaament of the old water treatment plant, installation of electro
mechanical instrumentsand a new water transmission 500mm pipelinerheexiting 400mm pipehas
beenrehabilitated as well.

Environment and Social

I=p g
et i
ot =
=y e

= '
w e

h'g
All compulsoryrequirementswere fulfilled prior to the launchof all construction
activities. Incidences of serious violatioof the established standard led to the issuance of stop
orders, which demanded proper measures to be taken bgntractors to allow work to recommence
Attheend,the# / - 0! #4686 O AT OEOIT 11 AT OA1T 111 EOI OET ¢ OLU
their toes in fulfilling requirementspostulated in the Environmental and Social Management Plans
(ESMB.

: A total of 20,616 people
were duly compensatedwith no incidence of social unrestsAll resettled individualswvere satisfied
and appreciated the conduct of the# / - 0 | #eéefilé€ment policy.People who received
compensation utilised the funds to improve their livelihood and economic life by buyiand in more
secured area, built good houses using more permanent materials than it was befdievertheless,
some of the people succeeded to utilise the compensation testablish new busineswentures.

Over ¢onstruction workers received training on HIV prevention.The

COMPACT was well aware of the risks of disastrous spread of HIV/alD&nd construction sites. In
addition to raising HIV/AIDS awareness to construction workers, the COMPACT deliveigdT esting
and Counselling (HTC) services which were accessed by more than 17,000 construction workers
other key population.By the end of theintervention, more than one million condoms and 100,000
Behaviour Change Communicatia8CC) materials were distributedround construction sites and
their surrounding areas.
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4.0 Key Lessons
4.1 Transport Sector Project

4.1.1 Key prograrmanagement lessons
included: (i) Project Implementing Unit

(PIU) raises IE6commitment and

dedication towards COMPACG &ativities

(i) good understanding ofthe COMPACT
set-up is necessaryo all involved parties,

which in turnaccelerdes resolutions to
unforeseen challengegiii) time based

rather than lump sum contracts improve

%l DI T UAO6O AAEI EOU OI
delivered by Enginees (iv) design reviews,
surveys and professional design liability

T AAA O AA PAOO
stringent pre-qualification conditions limit
bidding competition and discourage
potential competent firms from bidding (vi)
contracting large internationalfirms is not a
guarantee for good performanceor even
ethical behaviour Close monitoring and
supervision isanecessarymeans to
guarantee guality outcomesas well as

~ ~ N oA £ 2N Z ~

4.2 Energy Sector Project

4.2.1 Key programtmanagementlessons

included (i)active participation of all

parties, in particular, IEs from the design

stage is essential for successful project

execution (ii) preliminary activities

including mapping and survey adlectricity
distribution routes need to commence

when the COMPAC#&greementis signed

(or even before).Such tasks need to be

concluded in advance of the

AT T 1T ATAAT AT O T &£ wl CET AAc
ci1 DedAOol A&EEl EHDAT AEAT O
necessarily confirm the available cadtow

and/or ability to finance progcts through

A N s 9~ A ..

I £ %l halleAghnh® g2dodsiniallahOveRueQV) i O

the financials of an associated ydimited
participating entity can be misleadingly put
forward to reassure solvency and financial
flexibility, while in reality ths financial
capacity is never rally at the disposal
during project implementation (iv) timely
and synchronized completion of integrated
projects require extensive coordination

AOOOAEI ET ¢ AT 1 OOAAOT OCffotA AEAOET 60 EI

falsifying claims.

4.1.2 Key lessons at the pmijt level
included: (i) dfective works supervision
requires Engineeréteam to be composed
of qualified and experienced technical
personnel (ii) the experience of contractors
in logistic management is indispensable
particularly in projects located insolated
areas as islandgii) each individualentity in
the program and their employees need to
understand their duties and responsibilities.
(iv) works contracts need to accommodate
at least five permanent engineersThey
include: project manager, deputy mject
manager, construction manager, senior
pavement and materials and highway
engineer and if there is a large structural
element, a full time structural engineer
needs to be part of the team.

4.2.2Key lessons at the project level
included: (i) we of satellite and/or aerial
imagery combined with road surveys
guaranteeoptimal selection of cost
effective routes for power lines(ii) great
commitment of contractors to project
planning, casHlow management, material
and resource allocation is neceasy to
accomplish works within contractual time
period (iii) Survey Design ContractofSDC)
has the potential toprovide Enginees with
complete detailed survey data and
electricity distribution routes with
designated transformer positions and
accurateBill of Quantity BoQg. SDC could
be accompanied by sociaurveyorswith a
specific task of identifying People Affected
with Project (PAP) associated with each
asset recorded by SDC.
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4.3 Water Sector Project

4.3.1 Key progratmanagement lessons
included (i)design and build projects have
less risk orclaims and variationsThe
supervision is straight forwardn the case
of FIDICyellow book as has been the
experience withthe Lower Ruvu Activity.
The Morogoro Activity which wadased on

establishedenvironment, social and health
standards

4.4.2At the project level the following
lessons wee observed: (i) maintaining
Resettlement Action PlanRAB team in the
field is necessary to oversee unanticipated
resettlement issues during construction
phase (ii) involving PAPs during RAP

H i TUAO3O AAOmagethad @b A pldnding Ardcéss (assessment and asset

100 claims compared to only two frorthe
Lower Ruvu Activity (i) lecause of the
COMPACT time constrainthe Dispute
Adjudication Board (DAB) as described

under FIDIC clause 20.2 needs to be in place

at the beginningof works contracts iii) for
water sector projects that are geared
toward expansion and rehabilitation of
existing facilities, there is a needf raising
the role of the IEsduring implementation
phase

4.3.2 Ky lessors at the project levd
included () closer and professional
supervision by the Employer guarantee
desired works quality (ii) largevater
projects need to consider a holistic
approach that is, investment in production
facilities needs to be matched with
investment in nonrevenue water forthe
entire intervention to generatemeaningful
impactto the intended beneficiaries.

4.4 Environmental and Social Management

4.4.1 Key progranmanagement lessons
included (i)irrespective of the international
status of Engineers and contractors, the
monitoring efforts by MCC/MCAT remain
indispensable in enforcing adherence to
environmental, social and health standards
(i) works contracts need to spell out
relentlessness of he environment, social,
health and safetyrequirements (iii)
collaboration with regulatory authorities is
necessary in enhancing commitment tthe

valuation) minimizes grievances (iii)
problematic areas need to beesurveyed
using modern toolscoupled with
continuous monitoring of PAPsemerging
out of ongoing works.

5.0 Pillars of Success

5.1 The following operational factors were
instrumental to the success of the
COMPACT: (i) assigning thask of
surveyingthe right of wayto the Engineer®
scopeof work hasoptimized selected
routes andultimately minimized casts of
compensation(ii) closemonitoring through
frequent site visits (iii) strictly adherence to
works quality andquality specificationon
supplies from third parties (iv) partiatake-
over of siteswhere RAP activities had been
completed minimizedrisks of claimsfor
delays arising frormon-access to a
complete site (iv) permanently stationed
resettlement staff accelerated resolutions
to resettlement issuesand ultimately
minimizedworks delay (v) @articipatory
approach in planning and execution of
resettlement activities(vi) costs associated
with resettling PAPs were reduced by
redesignng projectsto bypass areas with
high likelihood of environmental and social
destructions.

5.2 At the institutional level, the following
were the main pillars of success: (i) detailed
technical specification in bidding
documents restricted design alterations at
the implementation stage (ii) repackaging
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of bids raisedthe level of competitiveness
at the bidding stage (iii) generous
compensation regime; support and
coordination with local leaders and
Government entities accelerated
resettlement process (iv) reconfirmation of
surveys of routes that were selected in the
pre-works contract preparaion period,
optimized the Corridor of Impact Col) (v)
the ability of MCCand MCAT to
compromise andtheir flexibility in

enforcing established rules ang@rocedures
(vi) site presence of thelEs facilitated the
availability of firsthand information from
the field (vii) employment of independent
experts in resolving disputes with
contractors minimised the posdbility of
findings being rejected bynvolved parties
(vii) highly qualified and experienced MGA
personnel, independent consultants and
Project Management Consultant§PMQ

(ix) fair, transparent and generous
compensation (x)splitting large road
projects into lotsraised the level of project
monitoring and supervision.
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10 Introduction and Program Management

1.1 Introduction

TheGoTexecuted a fiveyear US$ 698
million COMPACT which focused on
reducing poverty and stimulating broad
based economic growth through
infrastructure project activities inthe
Transport, Energy and Watesectors. The
COMPACT funding which operated from
2008 to 2013 was supplemented by the

" 1 4fénding amounting to US$32million
to complete residual worksA total of 22
Activities across Zregions in Tanzania
Mainland and ZanzibareceivedCOMPACT
and GoT funding

To implement the COMPACT, the GoT
established the Millennium Challenge
Accourt z Tanzaniaas a legal accountable
entity responsible for managing the
implementation of projects under the
COMPACT Theinstitutional link between
MCA-T and MCC was mainly through the
established MCC counterparts famost of
the MCAT managementunits and the
presence of MCC country director and his
deputy within MCAT office. The latter was
a nonvoting member of the MCATé O
Governing Board.

COMPACG Axtivities were implemented in
close collaboration with a broad range of
local and foreign stakehalers. They
included theseven national entities ¢rmed
as Implementing Entiies, Tanzania Electric
Supply Company Limited (TANESCO),
TANROADSTanzania Airport Authority
(TAA), Dar es Salaam Water and Sanitation
Authority (DAWASA), Morogoro Urban
Water andSanitation Authority
(MORUWASA), National Bureau of
Statistics (NBS) and the Ministry of
Infrastructure and Communication (MolC)
in Zanzibar Other important stakeholders

were service providers such asontractors
and supervising Egineering firms
(Engineers hereafter) mostly composed of
international firms. Inmitigating the risks of
degrading theenvironment, the MCAT
partnered with NEMC an&DEin
iTTEOI OET ¢ Al T OOAAOQOI 006
project specific ESMPsIwo international
NGOs FHI360 andEngenderHealth were
contracted to mitigate risks of HIV/AIDS
around constuction sites. Each of these
stakeholders had different roles, from
actual project implementation
(contractors) andproject supervision
(Engineers) to facilitating project
implementation (IESs).

QOQOMPACTat Glance

: MCA-T under the MoF
COMPACT Budget: : US$ 698 millioN
GoT contribution: + US$ 132 million
No. of technical staff: 129
No. of supporting 126
staff:

Program admin:

Program Adm.

Sectors :Transport, Water and Energy
COMPACT Budget + US$ 698mn
No. of Activities

Transport

Energy

Water

v
N
0
=
-
o
2
0
v

: Infrastructural

development
Regions covered : 13-Mainland; 4-Zanzibar
Program beneficiaries* {5.4mn
Increase in household
income*

Main focus

: US$1.34bn

* Estimates
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1.2Financial Resources

By the closure of the COMPACT a total of US%I6b million had been expended. The balance of

US$ 3 million was reserved for posCOMPACT impact evaluatiomirectly managed by MCC.
The contribution from the GoT amounted to US82million. MCAT also managed US$ 26.2
million of the retention money, expended in the Compact Fund, but kept in aegjpal account
for release tocontractors at the end of the Defects Notifichon Periods.

Figure 1 The Distribution of COMPACF O OA O1 OOAAO

US$ 6980
million

Included resources spent
£l O OAAOI OC
activities (Transport,
Energy and Water),

administration and M&E

US$ 54.6
million

TheWater Sector Projectcame third

with a share of 8.3% of the total

COMPACG OA O1 BOAAO OPA

specific ativities (including CIF)

million

AAOI 66 OAAOD

TheTransport Sector
Project, whose share of the
total#/ - 0! #48 O
(including CIF) pent for
sedors@specific activities
was the largest at 61.5%.

US$ 405.4
million

US$
199.5

TheEnergy SectorProject was
second with a share of 30.2% of
the total COMPACG O OA Ol
OPAT O A O OAAOI
activities (ncluding CIF)

Figure 2: The Distribution of the GoT6 @sources across sectors

US#$4.6
million

TheEnergySector Projectcame third with
I £ Y8WP

A OEAOA
aside for sectors.

TheTransport Sector
Project, whose share
ofthe’ T 48 O
resources set aside
for sectorswasthe
largest at 88.7%.

US$ 112.8
US$ 9.8
million

million

TheWater Sector Projectwas second
xEOE A OEAOA 1T £ Q
resources set aside for sectors.
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1.3Roadmap to bwards the COMPAC®Bigning

Jan: Visits by the MCC @
country teamfollowed
by other visits
throughout the year

Feb: Appointment of
Tanzania Point of Contact

May: Thresholdcountry @
assistanceagreement

signed

Nov: Tanzanias
selected bythe MCC
Board as the 29
MCA eligible

Feb: Steeringand @
countries

technical committee
formally established

Aug : COMPACT
project proposal
submitted to MCC

Sept: The beginning of @
the pre-due diligence
process

Apr: Thebeginning of
full-fledged sector level
due diligence processes

Sept: MCATanzanias
established. CEO and
Deputies appointed

Oct: Grant and
implementation
agreementsigned

leading to the release of

US$ 9.8 in 609(g)
funding.

Feb: COMPACTigning by @
PresidentDr. Jakayikwete and
PresidentGeorgeBush on 17 Feb

2008.

Jul: Programstartup @
guideissued to
Tanzania

Sept: Formal

commencing of the
COMPACT. EIF or

the 17 September

Dec: Signingof the
first works contract
(TangaHorohoro
Road)

Jan:
Commencement of
works for the Tanga
Horohoro Road
Activity

Jun:

Commencement of
works for the
SongeaNamtumbo
Road

Aug: Commencementof b
works for the Peramihoe

Mbinga Road

Oct: Commencement of @
works for the IkanalLaela
and Tundumalkana
Roads
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The preparation of the COMPACproposal
began in February 2006 witli) the
appointment of MC@ Point of Contact
(PoC) and; (ii) the constituting of the
steering and technical committes. The
consultation processfor the development
of the COMPACT proposal coveredbroad
range of key stakeholders including
Parliamentarians, Ministries Departments
and Agencies (MDAs), research and
academic institutions, Civil Society
Organizations (CSOs),rfvate sector,
gender and advocacy groups as well as
development partnerswith presence in
Tanzania

Thedevelopment of the COMPACT as
concluded with the signing of the
COMPACH®&greementbetween H.E. Dr.
JakayaM. Kikwete, the President of the
United Republic of Tanzaniand H.E.
GeorgeW. Bush Presidentof the United
States of Americdn Dar es Salaam otine

Horohoro
Bernard Si
representa

17" February 2008 Thel?' September

2008 marked the official beginning of the

#/ -0! #4860 1 DAOAOGET 1T Oh OfF
Force (EIF).

Pillars of success in developing a COMPACT

ACommitment from the highest political
level accelerated activities linked tdhe
developmentof the COMPACT.

AA highly respectedPoCwith direct access
to any levelwithin the GoT.Moreover,
both the steering ard technical
committees proved to be effectivein
facilitating interactions with key
stakeholders.

ACOMPACT development process
managed to avoid constituent bias and
vested interest by working closely with
parliamentary committeesin identifying
priority areasto invest COMPACT O
resources

ACloseand amicablecooperation and
frequent information exchange between
the COMPACT team ihanzaniaandthe
- # # Codntry t

contractor Sinohy




1.4Managing COMPACT Activities

MCAT was composed of hine management high compliance to internafinancial

units which were responsible to the MCA' regulations and an application of controls
seniormanagement, who in turn was through EPICORwtomated system
responsible to the MCATG Governing Board. guaranteed trustworthy financial operations as
MCA4 860 ' 1T OAOT ET C "1 AOA x Awilenced Byklead exteinafaudit reports

0AOI AT AT O 3AAOAOA G#thrO AQtroughaut the COMPAGTQeriod.
Ministries in Tanzania Mainland (energy, water

and works) andthe Ministry of Finance and Theprocurement activities endured a robust
Economic Afairs (MOFEA) and Ministry of check and balance frameworks well. It was
Lands, Settlements, Water and Energy from comprised of different entities along the entire
Zanzibar. The Board was chaired by the procurement processes (IEs, MGRand MCC)
Permanent Secretary, Ministry of Finance and an external procurement agent that was
(MoF).MCAM 80 #EEAE %@AAOOE O Aired baireas Andadvisgr tb MCAdmd as a

MCC Country Director and private sector procurement agent for TANESCO, DAWASCO
representatives wee part to the Governing and MORUWASA. The COMPACT operated with
Board as welfi. high level of observance to procurement

guidelines as evidenced by limited number of
bid challenges (8 out of over 300
procurements)which were all resolved in
favour of MCAT. The COMPACT did not
experience misprocurement, that is, incidences

The financial and procurement activities of the of procurements being cancelled because of

COMPACT were guided by the Fiscal non-adherences to regulations.

Accountability Plan (FAP) anthe Procurement

Operational Manual (POM). The latter was

AAGAA 11T OEA -##80 001 COAIi 001 AOOAI AT O

Guiddines (PPG). Meaningfudinancial control

systems through different lines of authorities,

| |

Gathering of Board members
during one of the Board meetings
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1.5Lessons Learned from Managing the COMPACT

Lessonl Informal communicationis a vital
stage towards firming up formal decisions.
In addition to formal reporting, informal
consultations characterized day to day
interactions between MCC and MGAand
facilitated (i) prompt actions on issues
emerging at theprogram and fieldlevels (ii)
consensus between MCA and MCC prior
to both MCC and MCA Board meetings.

Lesson 2 Use of circular resolutions
accelerates decision makingCircular
resolution where Board members provided
written consent proved an effective and
expedited mears to attend minor aspects
and routine approvalsof contracts. It was
also a convenient way of regularly updating
Board members on theCOMPACT
implementation progress. Regular sitting
Boards were unnecessary due to Jithe
presence of institutionalized guidelines
(procurement, financial management) (ii)
active involvementof MCC in pogram
monitoring and oversight (iii) multiple back
and forth communication between MCC
and MCAT, for instance, prior to the
endorsementof DFPsHowever,
contentious and sensitive issuelsad to wait
for the sitting Board meetings.

Lesson 3 Use of alternative Board
members.Permanent Secretariesvho
were the principal Board members could
not attend Board meetings on regular
basis. Howeve, the presenceof alternating
Board members proved effectiven terms
of reaching the quorum and securing inputs
from sector ministries It is vital that the
alternate Board membersare people with
keen interest on theprogram and are easily
available They can also be partfahe
facilitation team.

Lesson4: FIDIC onditions of contract
significantly raise the workload of the
Employer. TheFIDIC modals whiclre
based on a threeparty system (Employer,
contractor and the Engineer)rendered the
earlier intention of assigningechnical and
financialmanagement responsibilitiego IEs
impractical. Nevertheless, there were

AT T AAOT O 1T OAO ) %06
projects of such magnitude within a limited
time frame of five years Asa result, poject
management rolehad to bereallocatedto
MCAT where the earlierhuman resource
structure of two personnel per
management unitwas deemed inadequate
Additional capacity had to be secured later
into the program. Experience shows that
the first two yearsof the programare
overwhelmed bythe preparation of bid
documents and procuremengctivities. The
workload pealed from the third yearz as
works becomefully operational, and
ultimately raising thedemandfor close
monitoring and support.

Lesson5: Avoid tying # / - 0 ! sfidadcial
and procurement systems tathe central
Government systems. The experience with
attaching the Fscal Agentwithin OE A -
Account General ACGENincluded delag
in reporting and budget execution.
Significant improvementoccurredwhen
the# / - 0! #inadci@ management set
up was detacled from the ACGENBenefits
includedfull time dedication of the Fscal
Agentd @sources to COMPAGT Getivities
as well agdirect and timelyaccess to
technical sypport from the supplier of
EPICOR system.

Lesson 6: Common sources of low cash

AADA]

&6 O

burning rate includedA T T OO Al T 006

mobilization of staff and equipment;
Engineers and contractors
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underestimating the scope of works;
iIssues ondesign drawings,and late
delivery of materials from third parties.
Despitethe disbursement pressurequality
of deliverables (engineering designs and
works) was alwaysan overriding aspect
before honouring invoices from contractors
and Engineerslin other words, even if
design remittals were quarterly budgeted
for, payments were not effected ifthe
quality of the deliverables were
unsatisfactory to MCAT.

Lesson7: Avoid operating parallel program
funds. Recording and econciliation
difficulties emergedwith the concurrent
operation of the 609g, CIF and COMPACT
fund during the early stage of the
COMPACTSuchdifficulties were minimized
after closing down oth 609g and CIF.
Moreover, regularreview of the FAPby
addressing weaknesses analdding new
controls strengthened financial controls,
making the financial system responsive to
the changing nature of theCOMPACT
operations.

Lesson 8Pre-qualification as opposed to
open bidding isa better option when large
number of companies existsPre-
gualification was applied for vater and
transport projects as significant number of
competent companies exist worldwidé.
However, where it was clear that no
advantage exists in preualifying due to
limited number of competent biddersthe
method wasdiscarded A typical example
was the submarine cable and substation
Activities in the Energy Sector Project

where few specialized companies exist, and

therefore there was no value in pre
qualifying.

Lesson 9: Flexibilityof MCC and MCA is

an important trait for complex and time
limited program as COMPACT$he
Tanzania COMPACT endured a number of

flexibilities. Severalwaivershad to be
granted, for example, inthe absence of
suitable bidding documents fothe Kigoma
Solar Projectmeant a need to develop a
new documentaway from the existing MCC
templates. For most worksActivities,
clarifications raised by bidders led to
amending some of the Imdding documents.
A number of changes occurred at the
program management level as well. For
example,reallocation ofthe authority from
MCC toMCA4 &P€curement Directorwith
respect tothe mandate toapprove the
composition of Bid Review Panel (BRP).

Lesson 10: Solid ToRs that do not change
frequently simplify contract negotiations.
Scoping or descoping becomes much
easierat the negotiation stagewhen ToRs
for the intended project activities are
cemented well in advance prior tanitiating
procurement process.

Lesson 1Erom the onset, a ontract
manager needs to be part of the MCA
team. Given the size of the program, the
#/ - 0! #ohtta@ mahagement system
needed not only a software (CONTRAGCX)
but also acontract managerto support
sectors in managingiumerouscontracts.
Specific responsibilities could range from
contract validations, ensuringhat
deliverables aredelivered on time, for
example,performance guaranteesand
progress reports.

Lesson 12Procurement managementskills
differ across IEsThe COMPACT
experienced an overall good cooperation
from IEs, both in the preparation of bid
documents, bid evaluation and contract
negotiations. Queries from bidders were
handled without major impediments.
However, differences inthe management
procurement skills were noted, including
divergencesbetween conceptual
understanding of procedures and their
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practical applicatiors. While someof the
|IEDrepresentatives were proficient irnthe
theoretical understanding ofthe bid
evaluation processs, limited practical
experience led to considerable
engagement of MCAT in all procurement
activities.

Lesson 13A need for advanced
involvement of MCASs inthe management
of ERR modelsThe primary role of MCA'
during ERR computation process was

mostly to supplyrequesteddata, with the
actual computation exercise resting with
MCC.t was therefore a challenging aspect
for MCAT and MCC to reacbonsensus on
societal benefitsto be incorporated in the
modal. However, sich difficulties were
eased by(i) regular updating ofthe
Economic Rate of Return (ERRand;(ii)
consideration of other factors includingthe
strategic location ofprojects in addition to
the ERRs.

> > >

exemption.

> >

> >

and IEs.

supervision.

aspects).

> > >

Innovations during the Management of the Tanzania

COMPACT

Establishment and strategic composition of the facilitation team.
Mainstreaming IEs into the COMPACT implementation processes.
In-housing the Fiscal Agent, and therafting of Government Notices for tax

Replacing a manual budgeting system with an automated system.

Eliminating exchange rate discrepancids/ MCC transferring US dollar amount
to the Bank of Tanzania (BoT) equivalent to the TShs requested by MICA
Relaxingpre-qualification conditions to raise bidding competition.

Public disappointment from the suspension of Malagarasi Activity was manage
by introducing the SolaPower Activity as well as including Kigoma region in the
regional portfolio of the Distributionand Network Extension Activity.

Earler diagnostic studies provided better insights into the state and working
culture of the IEs and ultimately facilitated strategic interactions between MCR

A Use of alternative costscenarios, resulted into value for money works contracts
A Splitting large road projects into separate lots enhanced monitoring and

A Division of labor between PMC (on technical aspects) and IEs (on public relati

Projects redesigningo minimize compensation and earthworks.

Employing multidisciplinary Engineer for the Energy Sector Project.

Use of independent consultants in dispute resolutions raised the likelihood of
findings being accepted by involved parties.

A To save the cost oénvironment related monitoring, field monitoring alternated
between MCAT andthe environment regulatory bodies.
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Activities
Employer
PMC
Independent Consultants
Engineers
IEs
National Environment Regulators
Contractor

1.61 The amework

To secure high qualityproducts, in timely
fashion, andin acost effectiveness manner,
the COMPACT investeldeavilyin a
monitoring framework that diverged

significantly from conventional approaches.

In addition to the deployment of the
Engineers, the Transport Sector Project
contracted PMC as technical advisors to
MCAT with presence both in the field and
at MCATO @ifices. Parallel to PMC anithe
Engineersthe IEs also maintained site
presenceand wereprimarily considered as

relocation of utilities, and other decisions
that needed their support

The monitoring frameworkwas further

enhanced by periodic independent
consultanciesand direct involvement of the

MCA4 60 AGPAOOO AgAl OOEOA
AT T OOAAOQT 0086 Asdndl EAT AA
Health and Safety Management Plans

(HSMB. It was customary foMCAT, MCC,

NEMG IEs and independent consultants to

carry out regular field visits.

Enforcement of each element stipulated in

% D11 UAOG O Obbl Drdnépari O A &'t BAPS HSMB and ESMPs caught most

and EnergySector Projects were served by
PlUs stationed at IE8headquarters.

PMC complementedhe IEssite staffs on
technical aspectswhE 1 A OE A
members mainlysupported both the
Engineers and contractorsn liaising with
local authorities on resettlement and

) %6 O

contractors unprepared. They were either
(i) not used tostrict enforcement from

their pag engagements in the region (ii)
lacked expertise in environmental and
sgrial@gpects me contractors

considered environmental and social issues
as bureaucratic proceduregnding up at

the bidding stage.As a resultthey were
forced to incur additionalcosts in fulfilling
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the set environmental, social and health
standards.

At the project level, instruments such as
supervisionmanuak which guidedfield
engineering, inspection and quality
assurancewere of significant value Other
mechanismsancludedweekly ste meetings
(involving the Enginees and cantractors),
monthly progressmeetings, and;
managementmeetings (involving higher
managementfrom all parties. ToRsfor
Enginees were diverse by including both
engineering and norengineering aspects.
Tasks ranged fronproviding and reviewing
surveydata and designs, drafting of
technical bidding documents for works,

resettlement activities, capacity building to

IEs, D participating in bid evaluation
negotiations, and supervision of works.

.v‘-; ¥ X e ."l"‘w
& ;\”.

2y

i

. -‘ . . .
|0né ofthe several site inspections
during the COMPACT
implementation phase

1.62 Outcomes of investing ina
heavy monitoring framework

AMCAT managed toacquiretimely and
first-hand information on progress
defects andchallenges.Surpriseswere
therefore avoided, with MCAT able to
swiftly respond to emerging issues from
the field.

ADespiteseveralchallengesas discussed in
the subsequentchapters, theCOMPACT
monitoring framework guaranteed hgh
quality engineering products.

AMinimized environmental destructions
and accidents at work places. A number
of large works Activities, particularly in

the Energy Sector were accomplished

without fatalities.. . v '.-.,*-

Ly LU v 0
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1.7Major Restructuring of the COMPACT

The COMPACT experienced four jpachangesacross its financial management
structure, composition of activities within sector projects and role of IEs versus
that of the Employer. Reasons behind each change includedc@ncerns over the
capacity of IEs to manage large scale COMPACT Activities in a limited timescale and
the introduction of FIDIC modals which compelled MCRto have a bigger role in
project management than earlier anticipated (ijhe need for afiscal agent that
could entirely devoteits time and resources to COMPAGTO | A.@&axé&s@tE A O
the Fiscal Agentwas brought inrhouse along with a standalone EPICOR system
making Tanzania the second COMPACT country after Namitmaintegrate the
Fiscal Agentinto the MCA structure (iii) Limited budgetary resourceled to the
cancelation of the planned civil works fothe non+evenue water Activity (iv)
conservation risks tothe endangered species led to the postponement athe
Malagarasi Il Activity.

Original Plan Specific restructuring Final Outcome
and implications

1. IEs responsible fothe Introduction of 1999 FIDIC conditions of contracts which | |=s =l Rigelggh oo =i
management of only recognize a three party system composing of the management and
COMPAC?D Works Employer, the Engineer anthe contractor. OAT AET AA AO

projects personnel on site

v

yNolel=\\Ieljlizuize k.  The Fiscal Agent integrated into MGA G O 1 AT A ( FANEABIE 0] (R A=

a Fiscal Agent for MCA' structure. MCAT opted for a standalone financial Services (DFS) was
management system. established
@ ® >
3. Three worksactivities Cancelation of civil works fothe non—revenue water Water Sector Project
planned for the Water Activity. Adding two new contractsto the Morogoro scaled down from 3 to 2
Sector Project Water Activity. works Activities
O @ >

ZRVEIEGEICS BN  Postponement of Malagarasi stage Il Activity, instead, th | lgligeleltlellale <o) =1 2o)0E]
QERIVENIOR ERELEER))  COMPACT financed feasibility studgnvironmental and A8/ =007 =g e 0lela 1)
the Energy Sector Social Impact Assessmen&SIA and bid documents for Kigomaas part of the

Project Malagarasi stage Il Distribution and
Transmission Activity
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1.8The Experience of Engaging IEs in COMPACT

Involvement of the IEs was not among the

-##060 OANOEOAI AT OO0 i

contracts. However, tosustain benefits
from the COMPACT built infrastructures,
was necessary fothe IEsto be conversant
with all operations and service aspects of
the new technologies.On the other side,
the COMPACTheeded to take advantage of
the expertise of thelEs onlocal
specificationsand their conversant with
local laws(land acquisition, clearing ofight
of way and utility removal), customs and
practices Local specifications such as
TAT U AT ténhdadd Gpedfications for road
works, 2000, Tanzania Pavement and
Materials Design Manuall999 to mention
the few. The regional officesof the IEs also
offered a useful platform to interact with
regional and local authoritiesThe regional
presence of the IEs was therefore od
significant value to contractors and
Engineers most of whom were
international firms. Another advantage of
involving IEs was thedvanced availability
of engineering designsReference is made
to TANROADSvhich maintains designs well
in advance of future works.

However, the COMPAGT Bstitutional and
monitoring set up turned out to be a new
experience for most IEsIn the water sector
for instance,most donorschanneltheir

certificates,the COMPACWent further by
irgppstiny HSMR antl BEIM@spiretequisitesE
for each individual projectdo comply prior

to launching works activities.

ALimited experience of) %O Sengih&efs A
The challenge was addressed by tasking
PMCwith the responsibilityto supplement
technical capacities oj ¥%s@eédengineers
The key lesson here is thatethnical gaps
need to be identified well in advance were
supplementary supportcould be
consideredas one of the mitigating
approaches.

ARoles and mandates

The FIDIC conditions of contract only
identify the Employer, contractor and the
Engineer. IEs were therefore left with no
authority, for instance,to issue drect
instructions to contractors and Engineers.
Regular site meetings were utilized to
remind each pary on their contractual
mandatesas well as encouragingds to
raise emerging mattersvith MCAT. Once
raised to the Employer, thessuesarein
turn transmitted to contractors through
the Engineers. Alear understanding, from
the outset, of the roles and limis ofeach

financial aiddirectlytothe' T OA OT | AT O @&rdity is necessaryo avoid, for instance,

Water Sector Development Program
(WSDP)In such arrangement, thavater
authorities are the Employersand maintain
direct contractual relationship with
contractors and Engineerslnthe

#/ - 0! #etup, e MCAT was an
Employer, with IEs considered as

%i D1 T UAOBO OEOAocraADOAOAT OAOEOAOS

enforcement of environmentaland social
regulationswas alsoa new experience to
the IEs.Rather than ending with ESIA

incorrect perception that IEs are excluded
from the contractual relationship betweesn
contractors andthe Employer.

A £ Az oas

2EC
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1.9Pillars of Success

Professional and ethical management ahe
interactions with outsiders For instance, bid
evaluation and contract negotiations were
guided by established negotiation packages.

3

® Heavy over sighting and monitoring othe
financial and technical aspects at the program
and project leves (involving MCC, MCA,
Engineers, PMC, si checks and regular field
Visits).

Teamwork philosophy between MCA and
MCC counterparts which was erched by
prompt information turnaround between the
two.

Qualified and highly committed staff.
COMPACTSs are time specific programs, and
therefore, recruitment targeted readymaile
professionals, with cleaunderstanding of the
nit gritty of most processesProfessionalism and
absolute integrity governed financial and
procurement functions.

ﬁma Timely supportfrom the highest level of
the Government, sector ministries and other
central and local government entities.

Lgu Timelydelivery and institutionalization of
operational guidelinesand internal controls
guaranteed good financial and procurement
outcomes.

e
L)

| I | Clear procedures as well as nanterfering

with financialand procurement management.

Flexibility inrules, for example, waivers on
thresholds for advance paymentssecurityand the
adoption of the gandard bid documents as the
case with the KigomaSolar Activity.

Use of external expertisdn critical areasas
advisas and agenciesMCAT was also consistently
adhering to advicesffered by its legal Directorate.

N
S\Presence of legal instruments guiding
COMPACG O | b A mduBityitheGDMPACT
Agreement which provided a framework
establishingthe program and Program
Implementation Agreement (PIA) outlining specific
operational elements.

A
a7 Prioritizing tax exemptions over
reimbursements. The latter was characterised by

significant delays in the Mozambique COMPACT.
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2.0 Transport Sector Project

The Project consisted of four distinct activities (i) Tanzania Mainland Trunk Road Activity (ii) Pemba Rural
Roads Activity (iii) Roads Maintenance Activity; and (iv) Mafia Island Airport Activiihe Project
rehabilitated a portfolio of trunk roads, airport on Mafia Island in Tanzania Mainlandnd selected rural

roads on Pemba Island in Zanzibar.

A& Tanzania Mainland Truck Road Activity
The Activity comprised of (iMtwara corridor
trunk road (149.4 km). The road was duad

into two lots of SongeaNamtumbo (71.4 km)
and Peramiho junctioAMbinga (78.0 km) (ii)
TundumaSumbawanga consisted of three lots
of Tundumalkana (63.7 km), lkandaela (64.2
km) and Laelé8Sumbawanga (95.3 km). Because
of its relative small size, th&angaHorohoro
trunk road with a length of 65.0 km (along the
eastern coast up to the border with Kenya)
remained as a single contract.

(o]
ﬁﬂ Pemba Rural Roads Activity
The Activity involved an upgrading of 35 km of
north Pemba rural roads to bitumen standard.
The rural roads includedkangagani (2.7 km);
Kojani (1.%m); Pandani7.9 km);

Layingthe foundation stone to
officially launch the
construction of the 65km Tanga
Horohoro Road.

Mapofu (8.7 km); Daya (6.7 km), and;
Mtambwe (7.1 km).

Mafia Island Airport Runway
The scope of the work included: Xipaving of
the existing runway base with asphalt layers (ii)
construction of improved subgrade layers of
the runaway strip (iii) construction of surface
water drainage system (iv) construction of
security fence along the airport periphery (v)
extending and paving the existing apron and
taxiway with asphalt layers.

St

v Roads Maintenance Activity

The Activity was primarily a technical assistance
initiative to support the sustainability of

- A1 UE A Anetivédk bpdniadcing road
maintenance planning, costig, surveysand
programming in the medium and longer term.

-

-

-
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Success Stories from

The truck roads are currently facilitatingnovement of people
including touristsand agricultural productsacross different parts of
Tanzania. Tie amount of trafficusing COMPACT built roads is on the
rise as well as the number ahtercity busesalong the new roads.

of roads upgraded to
bitumen standard

Farmingcommunity are gettingtheir produce to market quicker and

in better condition, particularly agricultural products from upcountry
to the main market in Dar es Salaam.

cross border trade between Tanzania and
Kenya

The 65 kmTangaHorohoro trunk road iscurrently
an important international link between Kenya and
Tanzania and increasingly facilitatingross border trade
with Kenya. The road is located in Tanga Region and
traverses northward close to the Indian Oceamrming
part of trunk road linking Horohoro/Lungalunga
(TanzanidKenya border) and Tangs5egeraArusha
/Chalinze Highway about 354km from the business city ¢
Dar es Salaan(For so many years, the road was so fbail
saidIssaAli, one of the frequent users of the road Oud
cars willfrequently broke down. The springsmdtyres
would pop. Now, that doesot happers %
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