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APPENDIX 1

Letter from DGIS dated 16 January 1996, in which the Commission has been asked
to submit an advice for Terms of Reference

Ministry of Foreign Affairs . -
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smumer: @lO"‘56 ;
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The Hague

Commissie voor de m.e.r./O0S

(National Netherlands Commission for EIA)
att. drs. J.J. Scholten

Postbus 2345

3500 GH Utrecht

Directorate-~General Date : 16/01/96
International Cooperation

Re : Masterplan Multan Tannery Sector
WW92850, jrc nr. 381
vlgnr. 95/022
Ref
DST/ML/95/673

With reference to the agreement between DGIS and the Commis-
sion 1 herewith request an advice on the Terms of Reference
for the elaboration of the Masterplan for the Development of
the Tannery Sector in Multan, Pakistan. The Masterplan would
in fact consist of the Environmental Impact Statement in
which also the relevant socio-economic, economic~-financial
and institutional factors are dealt with.

From the side of Pakistan the Pakistan Tanners Association
Ltd. (PTA) is the initiator. From the side of the Nether-
lands, for which Haskoning has applied for funds on behalf
of PTA.

The Masterplan for Multan has to be seen in relation to a
similar plan for Sialkot, Pakistan and the CETP in Korangi,
Pakistan.

For both plans a phased approached, and a menu of options
would be an approach that is flexible on the one hand and
gives sufficient guidance for the tanmners to strengthen
their environmental performance, including a possible relo-
cation to an industrial site and preparation of this site.

. This Advice will be a follow-up to a preliminary advice of
the Commission concerning the tanning industry in Pakistan
and will be an important asset for the development of a
future programme between DGIS and the tanners in Pakistan.




In the meeting on December 20, 1995 between DPO/BL, DAL/CO,
DST/TA and DST/ML you were briefed about the subject and
given additional background material.

The budget and members of the working group for this advice
are awaited. A combined visit tot Sialkot, Multan and Koran-
gi might be a practicle approach.

THE MINISTER FOR DEVELOPMENT COOPERATION
For the Minister
Head of the;Environment Programm

A\ 'Koekkoek)
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APPENDIX 2

Project information

Proposed Activity: The Pakistan Tanners Association (PTA) proposes to define a development
strategy for the tannery industry in Multan, Punjab, Pakistan. The final objective of the strategy
is to relocate all or part of the tanneries from the residential areas of the city of Multan to an
existing industrial estate outside the city. Residents of the affected areas are suffering serious
negative environmental and health effects of these tanneries and increase pressure on
Municipal Authorities to impose relocation. National Environmental Quality Standards (NEQS)
for emissions will come into force by 1 July 1996. Both industries and municipalities must
comply with these standards. Tanneries are draining their untreated effluent to the city sewers
thus compromising compliance of the Municipality with NEQS. The Municipality favours
relocation. The tanners, however, are reluctant to relocate.

Categories: Industrial development DAC/CRS code 91400, Water and sewerage DAC/CRS code
92011, Waste management and disposal DAC/CRS code 92013

Project numbers: DGIS: WW92850, JRC 382, vignr. 95/022; Commissie m.e.r.: 022

Progress:

Letter requesting scoping advice: 16 January 1996
Site visit by working group: 14 - 26 March 1996
Scoping guidelines submitted: 15 May 1996

Composition of the working group of the Commission for EIA:
Mr J.W. Kroon (chairman)

Mr R. Ooijen

Mr Parvaiz Naim (local expert)

Mr 1. van der Putte

Mr M. Siebel

Mr Shujauddin Siddiqui has contributed as resource person.

Technical secretary: Mr R.A.M. Post.



Date/day

March 14, (Thu)

March 15, (Fri)

March 16, (Sat)
Karachi

March 17, (Sun)
Karachi

March 18 (Mon)
Karachi

APPENDIX 3

Programme of visit EIA Commission to Pakistan

Night

16.00 hrs

10.00 hrs

10.45 hrs

11.30 hrs

14.30 hrs

09.30 hrs

11.00 hrs

12.30 hrs

14.00 hrs

20.00 hrs

10.00 hrs

13.00 hrs.

14.00 hrs

March 14 to 26, 1996

Programme

Arrival of EJA Commission at Karachi and stay at Hotel
Pearl Continental

Off day. Study of documents. Welcome to resource
person Mr Shujauddin Siddiqui and working group
member Dr Parvaiz Naim

Presentation on PTAs Environmental Management Pro-
gramme by Mr Gulzar Firoz, Chairman PTA Environmen-
tal Committee (at PTA EML office, Korangi)

Presentation on Multan and Sialkot Leather Complexes
by Dr. Junaid Ahmad, advisor PTA on environment

Presentation on Korangi Environmental Programme by
Mr Kamal Shabryar, Project Director, PTA-EML

Visit of the Tannery Cluster and selected tanneries
Meeting with Secretary to Sindh Forest & Environment
Dept. Mr Bahauddin Sirhindi and representative of
Sindh Environmental Protection Agency (EPA), Mr Fazal
A. Nizamani

Meeting with Additional Chief Secretary Govt. of Sindh
Mr Jewan Khan

Meeting with Country Representative IUICN Ms Aban
Marker Kabaraji

Visit to Site Leather Industries

Dinner by Pakistan Tanners Association (PTA) at Holiday
Inn, Crown Plaza

PTA's workshop on 'Socioeconomic Dimension of the
Korangi Environmental Management Programme' at
PTA-EML office

Lunch at PTA-EML offices

Working session with the EIA Commission and rounding
off



March 19, (Tue)
Multan

March 20 (Wed)
Multan +
Lahore

March 21, (Thu)

Sialkot

March 22, (Fri)
Sialkot

March 23, (Sat)

March 24, (Sun)
Islamabad

March 25, (Mon)

March 26, (Tue)

morning

11.30 hrs
12.30 hrs
14.00 hrs
20.00 hrs
09.30 hrs

18.00 hrs

22.30 hrs

08.30 hrs
09.30 hrs
13.00 hrs
14.00 hrs
20.00 hrs
09.30 hrs

13.00 hrs

08.00 hrs
11.00 hrs

12.30 hrs
20.00 hrs

09.30 hrs
16.00 hrs

01.40 hrs

Departure for Multan by Aero Asia (departure 07.45 hrs)

Meeting with Multan Development Authority (Mr Sardar
Nazeer) .

Meeting with Multan Municipal Corporation

Workshop with tanners in Multan

Dinner by PTA (Multan Tanners) at Holiday Inn

Field trip to tannery clusters and the proposed sites for
Leather Complex

Leave Multan for Lahore (by Air PK 388, departure
(delayed from 18.00 hrs to 21.00 hrs) stay overnight in
Lahore at Pearl Continental Hotel, Lahore

Dinner by PTA Northern Zone at Pearl Continental,
Lahore

Travel to Sialkot (by road)

Visit to Leather Industry on Gujranwala road
Meeting with Municipality, Sialkot

Workshop with tanners in Sialkot

Dinner by PTA and Sialkot tanners

Field visit to tannery clusters and sites for Leather
Complex

Travel to Islamabad by road. Stay at Holiday Inn
(Islamabad Hotel)

Pakistan Day Parade and Sightseeing Holiday
Meeting with Mr Salman Faroqui, Secretary Environ-
ment Govt. of Pakistan

Lunch with Royal Netherlands Embassy

Dinner by Royal Netherlands Embassy

Travel to Karachi by PK 309
Presentation of draft ToR to PTA

Departure to Holland
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APPENDIX 4

General MILIEV guidelines (summary)

Sources and origin of the product: At least 60 percent of the transaction value must
be realized by enterprises in the Netherlands (the transaction value is not the total
project cost but the total value of goods and services provided by the Netherlands
supplier).

Pricing of suppliers: Prices for goods and services rendered must be according to
international competitive standards.

Prices of inputs and outputs: Two major input components are to be distinguished: (i)
investment costs; and (ii) operational costs. Investment costs are to be divided in a
foreign and local component. Local investment costs include the costs of local equip-
ment/materials, services, purchase of land, et cetera. Operational costs cover all costs
related to maintenance, services, administration, insurance, costs ofland lease, et cetera.
Prices of outputs are not considered in this particular case.

Input and output volumes: Details must be provided on the input- and output volumes
of the proposed project. In this case it is worth to show the difference in the rate of
contamination between input and output volume.

Costs and revenues of the project: Based on the input- and output figures (prices and
volumes), the operational surplus/deficit of the project is to be calculated by comparing
operational costs with project revenues.

Accumulated cash flow, Internal Rate of Return and sensitivity analysis: Based on
the project life span (to be determined by the project designers) and in constant prices,
the accumulated cash-flow is to be determined to be used to calculate the commercial,
financial and economic Internal Rates of Return. Sensitivity analyses are to be carried
out to indicate the sensitive points with regard to the financial and economic viability of
the project.

Commercial viability: One of the conditions for applications from the MILIEV programs
is that financing shall not be extended to public or private projects that should normally
be commercially viable if financed on market terms. A project is considered commercially
non-viable if the project lacks capacity with appropriate financing on market principles,
to generate cash flows sufficient to cover the project's operating costs and to service the
capital employed. According to the OECD rules, the commercial lifetime of the project is
to be set to 10 years from the first project year.

Financial sustainability: An important criterion of the MILIEV program is that the
financial analysis is to show that the project is financially sustainable during the
economic lifetime of the project (including replacement of equipment). The financial
analysis - whereby MILIEV financing is not to be included in the total investment costs -
should therefore consist of two parts: non-financial operations (before financing), and
financial operations (after financing). The financial Internal Rate of Return (fIRR) is based
on non-financial operations and shows the financial viability of the project. The accumul-



ated cash balance of the financial analysis after financing, shows the sustainability of the
project.

Financial plan: To be used as part of the financial sustainability analysis. The financial
plan of the proposed project should clearly indicate the composition of: (i) foreign loans;
(i) domestic loans; and (iii) own capital. For all loans the (individual) rates of interest are
to be shown including the repayment period of the principal.

Economic analysis: The economic analysis considers the project from the point of view
of the community as a whole. Prices are to be converted into international prices by
taking border prices, or applying standard conversion factors, to reflect international
costs. Taxes to be paid are not included in the economic analysis as these are transfers.
Unlike the financial analysis, benefits such as pollution avoided must be included in the
economic analysis. This means that these benefits have to be qualified, quantified and
monetarized as much as possible.

Aspects of poverty and employment: The impact of the project on poverty and employ-
ment is to demonstrate through clear qualification and quantification. The impact should
be positive or at least be neutral.

Environment: MILIEV dictates that the project impact on the environment must be
positive.
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