
 

 

AFRICAN DEVELOPMENT BANK 

 

 

 

REPUBLIC OF SEYCHELLES 

 
 

MAHE SUSTAINABLE WATER AUGMENTATION PROJECT  
 
 

APPRAISAL REPORT 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

OWAS DEPARTMENT 
March 2015 



 

 

TABLE OF CONTENTS 

 

I – STRATEGIC THRUST & RATIONALE ........................................................................... 1 

1.1. PROJECT LINKAGES WITH COUNTRY STRATEGY AND OBJECTIVES .................................... 1 
1.2. RATIONALE FOR BANK’S INVOLVEMENT ........................................................................... 1 
1.3 DONOR COORDINATION .................................................................................................... 2 

II – PROJECT DESCRIPTION .................................................................................................. 3 

2.1 PROJECT DESCRIPTION ...................................................................................................... 3 
2.2 PROJECT COMPONENTS ..................................................................................................... 3 
2.3 TECHNICAL SOLUTION RETAINED AND OTHER ALTERNATIVES EXPLORED ....................... 4 
2.4 PROJECT TYPE ................................................................................................................... 4 
2.5 PROJECT COST AND FINANCING ARRANGEMENTS ............................................................. 5 
2.6 PROJECT’S TARGET AREA AND POPULATION .................................................................... 6 
2.7 PARTICIPATORY PROCESS FOR PROJECT IDENTIFICATION, DESIGN AND IMPLEMENTATION7 
2.8 BANK GROUP EXPERIENCE, LESSONS REFLECTED IN PROJECT DESIGN ............................ 7 
2.9 KEY PERFORMANCE INDICATORS ...................................................................................... 8 

III – PROJECT FEASIBILITY ............................................................................................ 8 

3.1 ECONOMIC PERFORMANCE ................................................................................................ 8 
3.2 ENVIRONMENTAL AND SOCIAL IMPACTS ........................................................................... 9 

IV – IMPLEMENTATION .................................................................................................. 11 

4.1 IMPLEMENTATION ARRANGEMENTS ................................................................................ 11 
4.2 MONITORING AND EVALUATION ..................................................................................... 12 
4.3 GOVERNANCE ................................................................................................................. 13 
4.4 SUSTAINABILITY ............................................................................................................. 13 
4.5 RISK MANAGEMENT ........................................................................................................ 14 
4.6 KNOWLEDGE BUILDING .................................................................................................. 14 

V – LEGAL INSTRUMENTS AND AUTHORITY................................................................ 14 

5.1 LEGAL INSTRUMENT ....................................................................................................... 14 
5.2 CONDITIONS ASSOCIATED WITH BANK’S INTERVENTION ................................................ 14 
5.3 COMPLIANCE WITH BANK POLICIES ................................................................................ 15 

VI – RECOMMENDATION ............................................................................................... 15 

APPENDICE 1: JUSTIFICATION FOR FINANCING MORE THAN 50% OF THE PROJECT COST THROUGH  ADB LOAN         I 
APPENDICE 2: MAP OF SEYCHELLES AND PROJECT LOCATION ......................................................  III 
APPENDICE 3: SEYCHELLES’ COMPARATIVE SOCIO-ECONOMIC INDICATORS ................................ IV 
APPENDICE 4: ADB PORTFOLIO                VI 



 

 

 

 

Currency Equivalents 

Nov 2014 

 

1UA   = USD 1.47833 

1UA       =          SCR 20.76374 

1USD    =  SCR 14.0454 

 

FISCAL YEAR:  

 

1 January – 31 December 

 

Weights and Measures 

 

1 metric ton  = 2204 pounds (lbs) 

1 kilogram (kg) = 2.200 pounds (lbs) 

1 meter (m)  = 3.28 feet (ft) 

1 millimeter (mm) = 0.03937 inch (“) 

1 kilometer (km) = 0.62 mile 

1 hectare (ha)  = 2.471 acres 

 

 

 



 

i 
 

ACRONYMS AND ABBREVIATIONS 
ADB African Development Bank 

ADF African Development Fund 

AFD Agence Française de Développement (the French International Development Agency) 

AfDB African Development Bank Group 

AG the Auditor General 

AWF African Water Facility 

CEDAW Convention on all forms of Discrimination against Women 

CEO Chief Executive Officer 

CPI Corruption Perception Index 

CPPR Country Portfolio Performance Review 

CSP Country Strategy Paper 

DP Development Partners 

EARC East Africa Resource Centre 

EIB European Investment Bank 

EIRR Economic Internal Rate of Return 

ERP Enterprise Resource Planning 

ESIA Environmental and Social Impact Assessment 

ESMP Environmental and Social Management Plan 

GDP Gross Domestic Product 

GoS Government of Republic of Seychelles 

IA Implementing Agency 

ICB International Competitive Bidding 

IMF International Monetary Fund 

IOC Indian Ocean Commission 

IPR Implementation Progress Report 

MDG Millennium Development Goal 

M&E Monitoring and Evaluation 

MIC-TAF Middle Income Country Technical Assistance Fund 

MFTBE Ministry of Finance, Trade & the Blue Economy 

MSWAP Mahé Sustainable Water Augmentation Project 

MTNDS Medium Term National Development Strategy 2013-2017 

MTR Mid-Term Review 

NCB National Competitive Bidding 

NGO Non-Governmental Organization 

NPV Net Present Value 

NRW Non-Revenue Water 

PCN Project Concept Note 

PCR Project Completion Report 

POU Procurement Oversight Unit 

PMU Project Management Unit 

PUC Public Utilities Corporation 

QCBS Quality & Cost Based Selection 

RMC Regional Member Country 

SADC Southern African Development Community 

SCR Seychelles Rupee 

SIDS Small Island Developing State 

SLL Sustainable Lending Limit 

SWDP Seychelles Water Development Plan 2008 – 2030 

TA Technical Assistance 

TI Transparency International 

ToR Terms of Reference 

UA Unit of Account 

USD or US$ United States of America dollars 

WB the World Bank 

 



 

ii 
 

 

LOAN INFORMATION 

 

Client’s information 

 

BORROWER:    The Republic of Seychelles 

 

EXECUTING AGENCY:  Public Utilities Corporation (PUC) 

 

Financing plan 

 

Source  Amount 

USD 

Instrument 

ADB  20,600,000 Loan 

MIC-TAF  1,400,000 Grant 

GoS  3,995,400 Counterpart 

TOTAL COST  25,995,400  

 

 

ADB’s key financing information 

 

Loan (ADB) Currency 

  

United States Dollar (USD) 

Interest type Enhanced variable spread Loan (floating rate with option to fix) 

Interest rate spread Funding margin+60 bps lending spread 

Commitment fee None 

Other fees None 

Tenor 20 years 

Grace period 5 Years 

 

Timeframe - Main Milestones (expected) 

Concept Note Approval November 2014 

Effectiveness June 2015 

Completion June 2019 

Last Disbursement December 2019 

Last repayment October 2035 
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Project Summary 

 
PROJECT OVERVIEW: The Medium Term National Development Strategy (MTNDS) for 

Seychelles, adopted in 2014, noted that ‘new economic and social developments have spurred 

significant increases in water usage over the years’. It is estimated that the country can only meet 

about 60% of the total demand for potable water, due to limited storage capacity, increased demand as 

housing construction increases, and water losses along the network. Water shortages are also 

becoming more common on the island of Mahé, moreso during the dry seasons when water rationing 

is enforced. In 2010, the storage of the La Gogue Dam was below 50%, which is the main indicator to 

implement water restrictions, for a period of 5 months from August 2010 to January 2011. In light of 

the above background, the Government of the Republic of Seychelles (GoS) approached the Bank for 

support to improve the water storage capacity on the island of Mahé through the flagship Mahé 

Sustainable Water Augmentation Project (MSWAP). The objective of the project is to contribute to 

economic development through improving water supply capacity and resilience to climate variability 

and change. While the water use efficiency is being addressed under separate project funded by the 

European Investment Bank (EIB) and Agence Française de Développement (AFD), this particular 

intervention will strengthen the foundation of economic growth by providing reliable and affordable 

water supply which is critical in supporting tourism, the main employer and economic driver, and 

other manufacturing sectors (fishing and beverages). It will also contribute to maintaining high social 

development indicators such as the one on gender equality and improving the quality of life of the 

population through ensuring access to clean water for households throughout the year. 
 

COST & FINANCING: The total cost of the Project is estimated at USD 26 million, net of taxes and 

duties, of which USD 25.9 million (99%) is in foreign currency and USD 0.1 million (1%) in local 

costs. The estimates include physical contingency of 7% and price contingency of 3% per annum. 

This will be financed through an ADB loan (USD 20.6m), MIC-TAF (USD1.4m) and GoS (USD 

4.0m). 
 

IMPLEMENTATION: The Republic of Seychelles, through the Ministry of Finance, Trade and the 

Blue Economy (MFTBE) will be the borrower and recipient of the loan and grant. The loan and grant 

will be on-lent/on-granted to the Public Utilities Corporation (PUC), a state owned enterprise, which 

will be the implementing agency (IA) for the project, on behalf of the GoS. Subsidiary Financing 

Agreements will be signed between the Borrower/Recipient and PUC for on-lending/on-granting the 

Loan and Grant on terms and conditions acceptable to the Bank. The project will be implemented over 

a period of 48 months, to 30 June 2019, with the deadline for last disbursement being 31 December 

2019. The PUC will initiate the recruitment of design review and supervision consultants through 

advanced procurement procedures prior to approval of the project by the Bank’s Board of Directors, in 

order to ensure the project is implemented in a timely manner and within budget. 
 

BENEFICIARIES: Direct beneficiaries of the project are the water users on the island of Mahé 

whose demand is projected to increase by 130% by 2030. Domestic, industrial and touristic use, which 

currently accounts for 36%, 11 % and 5% of the total water demand, are expected to increase by 

140%, 400% and 190% respectively. The main benefit of the project will be the improvement in 

quality of life and reliability of water services for household, industrial, commercial activities and 

tourism, especially in the dry seasons. 
 

BANK’S ADDED VALUE: The Bank’s intervention will add significant value to the investment 

made by the GoS and other partners in the wider economy. This project is a key component of the 

country’s sector strategy and the Bank’s contribution will aid the Regional Member Country (RMC) 

in fulfilling its national programs and strategies. In addition, the Bank’s holistic approach, combining 

investment with strengthening capacity is its distinct characteristic of focusing on development and 

sustainability. Finally, the Bank’s intervention has the multiplier effect of economic development 

through improving infrastructure, in line with the Bank’s Strategy for 2013-2022. 
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Results Based Logical Framework 
Country and Project Name: Mahé Sustainable Water Augmentation Project 
Purpose of the Project: To contribute to economic development through improving water supply capacity and resilience against climate variability and change 

Results chain 
Performance indicators Means of 

verification 
Risks/mitigation measures 

Indicator  (including CSI) Baseline (2014) Target (2019) 

Im
p

ac
t 1. Strengthening the foundations of 

economic growth, improving the quality 
of life and ensuring environmental 
sustainability 

1.1 GDP USD 1.27 billion 
(2013) 

USD 2.5 billion (2030) National 
statistics 
Office Data 

 

O
u

tc
o

m
e

s 

1. Improved water supply services 1.1 No. of days with water restriction in Northern 
Mahe Island 

90 days (2001-2013 
average) 

50 days PUC data 
system 

Political acceptability of higher 
tariffs - The GoS has committed to 
gradual review of water tariffs in 
order to improve the financial 
viability and sustainability of the 
PUC.   
 
Overreliance on surface water to 
supply the potable water needs of 
the Islands in the face of Climate 
Change – study on ground water 
potential provided under this 
project. 

2. Increased water production capacity 2.1 Water production capacity in Northern Mahé 
Island (current Le Niol, Hermitage and 
Rochon zone) 

24,750 m
3
/day 29,150 m

3
/day 

3. Job opportunities created 3.1 No. direct jobs created during and after 
construction (segregated by gender) 

None 100 (20 women), 4 (2)  

O
u

tp
u

ts
 

Component 1: Raising of La Gogue Dam    Quarterly 
and annual 
progress 
reports 

Weak project implementation 
capacity - Recruitment of strong 
and reputable supervision 
consultants and contractors; TAs 
for dam engineering and project 
Management; and regular Bank 
supervision missions. 
 
Limited financing to maintain 
and expand the distribution 
network - The PUC is currently 
expanding the distribution network 
using own resources. In addition, 
the PUC will explore the 
possibilities of engaging with other 
donors in order to accelerate 
project. 
 

1.1 Storage capacity of La Gogue Dam 
increased 

1.1.1 Total storage capacity 824,000 m
3
 1,432,000 m

3
 

1.2 Improved catchment protection 1.1.2 Area gazetted as no development zone None 0.853 km
2
 

1.3 Improved safety of downstream 
community 

1.1.3 Emergency plan developed None Developed 

Component 2: Construction of La Gogue 
Water Treatment Plant 

   

2.1 Water treatment plant constructed 2.1.1 No. of new water treatment plant 
constructed 

 
0 

 
1 

Component 3: Institutional and Capacity 
Development Support 

   

3.1 Capacity of PUC strengthened 3.1.2 No. of relevant staff (men and women) 
trained on dam management  

0 10 (at least 3 women) 

3.2 Potential water sources identified 3.2.1 Water source potential study conducted 0 completed by 2017 

K
e

y 
ac

ti
vi

ti
e

s 

Activities Inputs 

Component 1: Raising of La Gogue Dam - Raising of La Gogue Dam, construction of access roads; raising of intake tower; seepage 
control works; upgrading of inspection/maintenance tunnel; delivery pipework; catchment protection; and development of emergency plans 
Component 2: Construction of La Gogue Treatment Plant - Construction of new water treatment plant adjacent to the dam embankment 
Component 3: Institutional and Capacity Development Support - Technical assistance for dam engineering and project management; and 
study on groundwater resources potential and small scale surface water storage sites in Mahé, Praslin & La Digue Islands 
Component 4: Project Management - Supervision; implementation of environmental and social management plan; progress reporting; 
audit;  and communication and media coverage 

By component: 1) USD 17.14 m, 2) USD 4.36 m, 
3) USD 1.40 m, 4) USD 3.10 m 
 
Total Project Cost - USD 26.20 million 
ADB – USD 22.00 million 
MIC-TAF – USD 1.40 million 
GoS – USD 3.99 million 
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PROJECT IMPLEMENTATION SCHEDULE 

 
 

Component 1: Raising of the La Gogue Dam

Component 2: Construction of La Gogue Treatment 

Plant

Component 3: Institutional and Capacity 

Development Support

Component 4: Project Management

Project Disbursment Deadline - Dec 2019

2015 2016

Advance procurement (technical assistance for dam 

engineering and supervision consult)

1 2 10 1112 1 2 3 8 97 8 9 10 11

Technical assistance for project management

6 7 8 96 74 12 1 2 3 4 553

Study on groundwater resources potential

Preparation of Project Implementation Manual

Project Management and monitoring and audit

Mid-term Review

Project completion

Technical assistance for dam engineering

3 4 5 611 12 1 26 7 8 9 102 3

First Disbursment 

Bid documents, tendering

Raising of the La Gogue Dam

Bid documents, tendering

Construction of La Gogue Treatment Plant

2019

Loan Approval 

Activity

Loan Signature

Loan Effectiveness

20182017

4 512 110 114 5 6
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REPORT AND RECOMMENDATION OF MANAGEMENT TO THE BOARD OF 

DIRECTORS ON PROPOSED LOAN ON A PROPOSED LOAN AND GRANT TO THE 

GOVERNMENT OF THE REPUBLIC OF SEYCHELLES FOR THE MAHE SUSTAINABLE 

WATER AUGMENTATION PROJECT (MSWAP) 

I STRATEGIC THRUST & RATIONALE 

1.1. Project Linkages with Country Strategy and Objectives 

1.1.1 The development objective of the project is to contribute to economic development through 

improving water supply capacity and resilience against climate variability and change. This objective 

is anchored in the country’s Medium Term National Development Strategy 2013-2017 (MTNDS) 

which was finalized and adopted in 2014 to fulfil the following three development goals: 

strengthening the foundations of economic growth; improving the quality of life; and ensuring 

environmental sustainability. The project will strengthen the foundation of economic growth by 

providing reliable and affordable water supply which is critical in supporting tourism, the main 

employer and economic driver, and other manufacturing sectors (fishing and beverages). It will also 

contribute to maintaining high social development indicators and improving the quality of life of the 

population through ensuring access to clean water for households throughout the year. This project is 

identified in the MTNDS as one of the flagship projects targeted at attaining the country’s 

development goals. 

1.1.2 The project seeks to fulfil the country’s targets as set out in the Seychelles Water Development 

Plan 2008 – 2030 (SWDP) supported by the African Water Facility (AWF). One of the proposals put 

forward in the SWDP was the development of a new water system, comprising of raising the height of 

the La Gogue Dam reservoir to increase the storage capacity; construction of a new water treatment 

plant downstream of the dam; and construction of distribution mains and connections to existing 

pipelines where appropriate. 

1.1.3 The existing distribution systems which supply the northern parts of Mahé are overstretched, 

since the supply areas are quite remote from the two main water treatment plants. Many of the existing 

pipelines are old, under-sized leading to leakages and limiting the supply of water to already 

connected areas. 

1.2. Rationale for Bank’s Involvement 

1.2.1. The Bank’s proposed intervention in the sector is anchored in component 1 of the adjusted 

Seychelles Country Strategy Paper 2011-2015 (CSP), which focuses on Infrastructure Development, 

concentrating solely on the water infrastructure sub-sector. 

1.2.2. In compliance with green growth principles, the project will support the investment in 

sustainable infrastructure in the water sector and strengthen the country’s resilience to the impacts of 

climate change. As a small island developing state (SIDS), Seychelles is extremely vulnerable to 

climate change impacts including changes in precipitation which will affect the availability of water 

for key economic sectors. The objective of the CSP under Component 1 is to enhance the country’s 

water storage capacity thereby allowing it to better respond to climatic variability and increasing water 

demand, and promoting economic growth by reducing over reliance on desalination and improving 

social development. This is in line with the country’s sector objective to increase access to water and 

sanitation. Both private businesses and households will benefit from enhanced access and more 

reliable water supply services, thereby promoting private sector activity especially in the tourism 
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sector, employment generation as well as inclusiveness in a gender and age
1
-balanced manner. The 

Bank’s intervention will also contribute to greater diversification and competitiveness of the 

Seychelles’ economy. 

1.2.3. The proposed project is also aligned with the Bank’s Strategy for 2013-2022 through its 

contribution to the economic infrastructure development, skills and technology and private sector 

development. Furthermore, the project is supported by the Bank’s Integrated Water Resource 

Management (2000) and Urban Development Strategy (2011) and Gender Strategy (2014 – 2018). 

1.2.4. This project arose out of the SWDP, prepared with the support from the AWF. The Bank 

provided financing under an MIC-TAF grant, for the feasibility studies and the detailed designs of this 

project. This is, therefore, a natural progression of the RMC and the Bank’s prior interventions in the 

sector. Lastly, in addition to the General Budget Support being provided by the Bank and the World 

Bank, the Bank recently approved an MIC-TAF grant to help the country with establishing the 

framework for the institutionalisation of Public Private Partnerships. This project will complement the 

various Bank interventions in Seychelles. 

1.3 Donor Coordination 

1.3.1 Various donors are supporting the Government of the Republic of Seychelles (GoS) through 

various programs and projects. Due to the size of the country, and the ongoing International Monetary 

Fund (IMF) monitored sustainable debt limit, most of the support received has been targeted at studies 

and institutional strengthening support. No formal donor coordination structures are in place, since 

none of the donors have a local presence in the country.  

1.3.2 Recently, the GoS contracted loans from the European Investment Bank (EIB) and Agence 

Française de Développement (AFD) towards the implementation of the Project Neptune, a project 

targeted at the following activities: refurbishment and upgrading of 4 desalination plants; non-revenue 

water (NRW) reduction program; rehabilitation of 2 main water treatment plants and 8 measuring 

weirs; resource efficiency programs; and capacity building program for Public Utilities Corporation 

(PUC). In addition, the PUC has also obtained a grant from the AWF for the development of 

sanitation master plan. These are activities that support and are complementary to the MSWAP. The 

table below gives a high level average summary of the sector financial activities over the past two 

financial years: 

Table 1: Summary of the Sector Financing 

 
Sector or subsector* 

Size 

 GDP Budget Labor Force 

 Water and Sanitation N/A 4.1% 332 

 Players – Water and Sanitation Public Annual Expenditure (2yr average 2013 & 2014)** 

 Government Donors   

SCR m 177.19 28.94   

% 85.96 14.04   

 Level of Donor Coordination 

 Existence of Thematic Working Groups N 

 Existence of SWAPs or Integrated Sector Approaches N 

 ADB's Involvement in donors coordination*** None 

* as most appropriate ** Years [yy1 to yy2] *** for this sector or sub-sector 

                                                 

 
1
 Seychelles has an aging population and is characterised by slow growth and low fertility rate. The country has to begin 

preparing for higher dependency ratio as the population ages; youth dependency ratio: 31.7 %, (final version of MDG 

Report, 5
th

 December 2013, UNDP). Moreover, in terms of gender-balanced, the labour survey 2011/2012 further notes 

that ‘the Seychelles economy provided employment for about 62% of those in the working age population in 2011/2012 

with females faring worse than their male counterparts.” 
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II PROJECT DESCRIPTION 

2.1 Project Description 

2.1.1. The MTNDS noted that ‘new economic and social developments have spurred significant 

increases in water usage over the years’. The mean annual rainfall is about 2700 mm for the coastal 

regions of Mahé whereas the treated water consumption is approximately 11.4 million cubic meters 

annually and rises by 8 to 10 percent each year. It is estimated that the country can only meet about 

60% of the total demand for potable water, due to limited storage capacity, increased demand as 

housing construction increases, and water losses along the network. Water shortages are common in 

Mahé, moreso during the dry seasons when water rationing is enforced.  

2.1.2. In light of the above, the GoS approached the Bank for financing of the MSWAP. The 

MSWAP, whose components and outputs are listed in Table 2 below, entails the raising of the height 

of the La Gogue dam reservoir by six (6) metres; construction of a new water treatment plant 

downstream of the dam embankment; enhancement of PUC’s capacity to execute the project through 

dam engineering and project management technical assistances (TAs); and engagement of an 

experienced project engineering supervision consultancy firm. In order to prepare for future strategies, 

a study on the groundwater and small/medium scale storage potential on the islands of Mahé, Praslin 

and La Digue will be undertaken under this project. 

2.2 Project Components 

2.2.1 The project components that will be supported under the Bank financing are presented in Table 

2. The Bank’s loan will support civil works and MIC-TAF will target activities to strengthen 

implementation capacity of the PUC and studies on water resources potential of Mahé, Praslin and La 

Digue islands. 

Table 2: Project Components 

No. Component Name Est. cost 

(USD) 

Component Outputs 

 

A Raising of the La 

Gogue Dam 

17,136,528 

(17,136,528) 

 Construction of a new spillway; 
 Raising intake tower; 
 Grout program for seepage control; 
 Construction of temporary and permanent access roads 
 Installation of mechanical equipment and instrumentation; and 
 Catchment protection and development of emergency plans. 

B La Gogue Water 

Treatment Plant 

4,358,872 

(363,472) 

 Inlet works; buffer tank;  
 Pressure and granular activated carbon filters of 4,400m

3
/day;  

 Chlorination plant; chemical storage facility;  
 Onsite electricity supply;  
 Ancillary works;  
 2,000m

3 
service reservoir;  

 Watchman’s post; and 
 Pump house and power supply infrastructure. 

 

C Institutional and 

Capacity Building  

Support 

1,400,000 

(1,400,000) 

 Groundwater sources and storage potential study covering Mahé, 
Praslin and La Digue islands; 

 Project Management TA;  
 Dam Engineering Expert TA; and 
 Training of relevant staff (men and women) in project management 

and dam engineering and management 

D Project Management 3,100,000 

(3,100,000) 

 Project Supervision Consultancy; 
 Implementation of ESMP; and 
 Project audit. 

 Total 25,995,400  

Note: Figure in bracket is proposed Bank financing 
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2.3 Technical Solution Retained and Other Alternatives Explored 

2.3.1 As a SIDS, Seychelles needs to explore every possibility to develop available water resources 

for its sustainable growth. The project will support raising of existing La Gogue Dam embankment 

and construction of a new water treatment plant adjacent to the dam. These are priority short-term 

projects as identified in the SWDP. In addition, the project will significantly contribute in reducing the 

reliance on energy (fuel) intensive desalination processes, making the country more environmentally 

sustainable and freeing resources for other needs. 

2.3.2 Other alternatives such as construction of a new dam and enhancement of desalination 

capacity will continue to be important options for the country to pursue. However, either due to 

magnitude of the required investment, high costs of operation and maintenance or preference of the 

consumers for fresh water compared to desalinated water, those alternatives are not considered under 

this intervention. The components under this MSWAP are considered to be the practical short to 

medium-term option under prevailing conditions. 

2.3.3 Sanitation is also an area which requires due attention in the country as current waterborne 

sanitation coverage is only around 15%. This is also a limiting factor for the reuse of treated 

wastewater. The GoS has engaged with the EIB and AFD who are supporting the country through the 

Project Neptune which covers a number of sanitation related interventions and seeks to arrest the high 

NRW currently at 48% which will improve water use efficiency. In addition, the recently approved 

“Seychelles Integrated and Comprehensive Sanitation Master Plan” funded by the AWF will identify 

the country’s needs and possible projects for future implementation.  

Table 3: Project Alternatives Considered and Reasons for Rejection 

Alternative Brief Description Reasons for Rejection 

Raising of 

Rochon Dam 

and/or La 

Gogue Dam by 

more than 6 

meters  

Excess water of Rochon Dam is 

currently transferred to La Gogue 

Dam. Any inflow beyond capacity of 

Rochon and La Gogue reservoirs will 

flow into the ocean. Increasing 

storage capacity to maximum would 

improve assurance level of the water 

supply services. 

Raising of La Gogue Dam beyond 6 meters is not 

technically feasible. Storage capacity increase by 

raising of Rochon Dam is minimal and not 

economically viable. 

Increase the 

number 

desalination 

plants 

Construction of new desalination 

plants will improve reliability of 

water services throughout the year. 

Due to the high operational cost of the system and 

the consumers’ preference towards treated surface 

water, surface water development will remain the 

core water source for the country. However, 

desalination system is important to backup surface 

water deficit during drought periods and to meet 

growing demand. Its capacity will continue to be 

enhanced. 

Construction of 

a new dam at 

Grand Anse 

Construction of a new dam at Grand 

Anse is estimated to provide 

additional 9,600 m
3
 of surface water 

per day. 

Due to major engineering investigations and works 

required for the project, this project cannot be 

implemented in the near term. However, that project 

will remain as a potential project for the future. 

2.4 Project Type 

2.4.1 A project approach will be used for the implementation of the MSWAP which is one of the 

priority projects identified in the SWDP. Components financed under the proposed intervention are 

specifically targeted to improve reliability of water services in the north of Mahé, and will be 

implemented as standalone project.  
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2.5 Project Cost and Financing Arrangements 

2.5.1 The total cost of the Project for the components defined above is estimated at USD 26.00 

million, net of taxes and duties, of which USD 25.9 million (99%) is in foreign currency and USD 0.1 

million (1%) in local costs. The tables below provide the summary of the Project costs whose cost 

estimates are based on feasibility study and detailed design conducted and also recent cost estimates 

for similar activities. The estimates include physical contingency of 7% and price contingence of 3% 

per annum. 

Table 4: Project Cost Estimates by Component in US$ 

 Component Foreign Local Total 
Foreign 

Currency % 

% 

Total 

1. Raising of La Gogue Dam Reservoir 15,578,662 0 15,578,662  100% 66% 

2. La Gogue Water Treatment Plant 3,962,610 0 3,962,610  100% 17% 

3. Institutional and Capacity Building Support 1,272,727 0 1,272,727  100% 5% 

4. Project Management 2,727,273 90,909 2,818,182  97% 12% 

Total Base Costs 23,541,273 90,909 23,632,182   

Physical Contingencies (7%) 1,647,889 6,364 1,654,253   

Price Contingencies (3%) 706,238 2,727 708,965    

TOTAL COSTS 25,895,400 100,000 25,995,400   

2.5.2 The cost of the project will be financed by an ADB loan, MIC-TAF and GoS, as shown in 

Table 5 below. The Bank will finance US$ 22.0 million and GoS will contribute US$4.0 million new 

resources as counterpart contribution to the project activities. 

Table 5: Sources of Financing in US$ 

Source Foreign Exchange Local Currency Total % 

ADB Loan 20,500,000 100,000 20,600,000 79 

MIC-TAF grant 1,400,000 0 1,400,000 5 

GoS – Counterpart Funding 3,995,400 0 3,995,400 16 

Total 25,895,400 100,000 25,995,400 100 

Table 6: Project Cost by Category of Expenditure in US$ 

Category of Expenditure 
Foreign Currency 

Cost 

Local Currency 

Cost 
Total 

% 

Foreign 

A. Works 19,541,273  0   19,541,273  100% 

B. Services  4,000,000  90,909  4,090,909 98% 

Total Base Costs  23,541,273  90,909  23,632,182 99% 

Physical Contingencies 1,647,889  6,364 1,654,253  

Price Contingencies 706,238  2,727 708,965  

Total Project Cost 25,895,400 100,000  25,995,400 99% 
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Table 7: Expenditure by Component and Source in US$ 

Component ADB – Loan MIC – TAF GoS Total 

Works - Raising of Dam  17,136,528  0 0 17,136,528  

Works - Treatment plant  363,472  0 3,995,400  4,358,872  

Services - Supervision consultancy  3,000,000  0 0 3,000,000  

Services - Technical Assistance  0  600,000  0 600,000  

Services - Project Audit  100,000  0 0 100,000  

Services - Study - Groundwater 

potential 
0 800,000  0 800,000  

Total 20,600,000  1,400,000  3,995,400 25,995,400  

Table 8: Category of Expenditure by Funding Source in US$ 

 Category of Expenditure ADB Loan GOS Counterpart Total 

A. Works 17,500,000  3,995,400  21,495,400  

B. Services 4,500,000  
 

4,500,000  

C. Miscellaneous 
   

Total Project Cost 22,000,000  3,995,400  25,995,400  

Table 9: Expenditure Schedule by Component in US$ 

Component 2015 2016 2017 2018 2019 Total 

Raising of La Gogue Dam Reservoir 1,246,293  3,500,000  4,800,000  5,300,000  732,369  15,578,662  

La Gogue Water Treatment Plant 0 0 1,500,000  1,560,000  902,610  3,962,610  

Institutional and Capacity Building 

Support 
636,364  636,364  0  0 0 1,272,728  

Project Management 545,455 563,636  563,636  563,636  581,818  2,818,182 

Total Base Costs 2,428,111  4,700,000  6,863,636  7,423,636  2,216,797  23,632,182 

Physical Contingencies  169,968 329,000  480,455  519,655  155,176  1,654,254  

Price Contingencies 72,843 141,000  205,909  222,709  66,504  708,965  

Total Costs 2,670,922  5,170,000  7,550,000  8,166,000  2,438,477  25,995,400 

2.6 Project’s Target Area and Population 

2.6.1 Direct beneficiaries of the project are water users on the island of Mahé whose demand is 

projected to increase by 130% by 2030. Domestic, industrial and touristic use which currently 

accounts for 36%, 11 % and 5% of the total water demand is expected to increase by 140%, 400% and 

190% respectively. The main benefit of the project will be the improvement in quality of life and 

reliability of water services for household, industrial, commercial activities and tourism. Reliable 

water supply services will enable growing tourism and industry to flourish and allow planned major 

developments to take place. There are altogether 50,656 Seychellois living in the north and central 

districts of Mahé, of which 25,263 are females and 25,393 are males. This represents more than half 

of the population of Seychelles distributed amongst 14,044 households who will directly benefit from 

the project. This excludes tourists, averaging 200,000 annually, who visited Seychelles over the last 3 

years (2012-2014). 

 

 

 

 



 

7 

 

Table 10: Current and Future Water Demand in Northern Mahé in m
3
/day 

 

Domestic Commercial Industrial Touristic Gov. Other Total 

Current 
4,038 

(36.5%) 

3,847 

(34.8%) 

1,228 

(11.1%) 

503 

(4.6%) 

1,383 

(12.5%) 

66 

(0.6%) 
11,065 

2030 
9,815 

(38.5%) 

5,867 

(23.0%) 

6,154 

(24.1%) 

1,435 

(5.6%) 

2,157 

(8.5%) 

66 

(0.3%) 
25,494 

2.6.2 Vital economic activities require improved and reliable water services. It is expected that the 

project will enable these activities which will lead to more job opportunities and economic growth for 

the country. 

2.7 Participatory Process for Project Identification, Design and Implementation 

2.7.1 Consultations and meetings with relevant stakeholders took place during the appraisal mission 

as well as during the preparation of the Environmental and Social Impact Assessment (ESIA). The 

Anse Etoile and Glacis residents who would be directly affected by the impacts of the project were 

invited through a television advert and a turnout of 14 inhabitants attended the Anse Etoile meeting on 

18th February 2013 and another 14 people attended the Glacis meeting on 19th February 2013 

(summary of ESIA consultation given in the Technical Annex B8). The two districts councils 

represented by members of the national assembly were met. It is worth mentioning that the districts 

councils run as an interface between the community (in the affairs of the district) and public services 

locally and have mechanism in place to meet once a month with the communities. Issues raise during 

consultations and meetings are (i) close consultations should be continued with PUC during 

implementation, (ii) propose disaster preparedness emergency plan and train experts in handling 

emergencies, and (iii) door to door communication with households close to the dam. The design of 

the project has accommodated these three areas of interventions. 

2.8 Bank Group Experience, Lessons Reflected in Project Design 

2.8.1 The Bank’s portfolio in Seychelles has been dominated by studies, mainly financed through 

MIC-TAF grants. In 2014 alone, four studies were approved by the Bank towards supporting the GoS 

in enhancing the country’s competitiveness. This MSWAP will be the biggest public infrastructure 

intervention by the Bank in Seychelles in recent years. 

2.8.2 With a limited number of infrastructure interventions in the country, most of the lessons learnt 

have been drawn from the Bank’s experience across the continent. One key lesson drawn is the need 

to ensure the implementation of a highly technical project is adequately supported through enhanced 

capacity in the implementing agency. Having noted that the country does not have sufficient technical 

capacity to implement a dam construction project. This project will include highly experienced TA 

dam engineering expert who will support the PUC during the initial stages of project implementation 

and experienced engineering consulting firm to supervise the project implementation. 

2.8.3 Lack of project management capacity in implementing agencies have been the biggest draw 

back in the implementation of projects. The PUC acknowledged that lack of capacity, hence their 

request for project management technical support. This project will provide the PUC with a project 

management TA, who will support the PUC in building the required capacity through skills transfer 

and training. 

2.8.4 Identification of future interventions is critical for long term sustainability of sector programs 

and strategies. The Bank has actively been incorporating studies and preparations of future 

interventions into new projects. In line with that thrust, and based on the unique climatic and 

topographical challenges of Seychelles, this MSWAP will undertake groundwater potential studies in 

the three main islands of Mahé, Praslin and La Digue. This will help the GoS to prepare other 

interventions to address the water challenges for the long term. 

 



 

8 

 

2.8.5 The final lesson pertains to delays in project implementation occasioned by delays in the 

procurement process. In order to expedite the procurement processes, and improve on the readiness of 

the project for implementation, the project will be commencing advance procurement processes 

targeted at the recruitment of the engineering dam expert and the supervision consulting firm. 

2.9 Key Performance Indicators 

2.9.1 The key performance indicators for monitoring of project achievements are identified and 

captured in the result based logical framework. In line with the objective of the project, outcome 

indicators include those that will capture improvements in efficiency and reliability of water supply 

services. Output indicators were identified to capture progress of major activities under the project, 

which include raising of dam and construction of water treatment plant as well as soft components. 

Where appropriate, gender-segregated data will be collected. 

2.9.2 The PUC will prepare quarterly and annual project progress report presenting the progress 

output indicators. Outcome indicators will be monitored through PUC’s data management system. 

Indicators will be updated in the Implementation Progress Report (IPR) and necessary adjustment will 

be made as appropriate. 

III PROJECT FEASIBILITY 

3.1 Economic Performance 

Table 11: Key Economic Figures 

                          EIRR 22.71% and ENPV SCR 204 million  (at 10% base case)  

NB: detailed calculations are available in Annex B7 

3.1.1 The Water Supply account for the PUC is currently operating at a loss due to the following 

factors; low tariffs that are not adequate to cover the operating costs of the water department, high 

NRW of 48% which is leading to high levels of treated water not reaching the consumers. As a 

consequence, PUC’s financial performance currently relies heavily on the profitable power revenues, 

which currently subsidizes the water and sewerage services. This has negatively impacted on the 

financial viability of interventions in water infrastructure in the country, until such time that a 

commensurate tariff is in place.  

3.1.2 In order to correct that situation the GoS has adopted the proposal to regularly increase tariffs 

in order to more realistically reflect the cost of production and distribution of water. In addition, there 

is an initiative to bring down the NRW level from the current 48% to 35% by 2019. Those two 

initiatives leading to improved tariff structure and water efficiency, coupled with the envisaged 60% 

increase in water storage capacity arising from the MSWAP should result in a significant 

improvement in the financial performance of the PUC water supply division. 

3.1.3 The EIRR considers the benefits arising from reduced energy costs due to reduction in reliance 

on desalination and the benefits arising from water supply reliability and efficiency gains. The main 

assumptions are: Increased water availability arising from 60% increase in storage capacity of the La 

Gogue dam, gradual increase of tariff over the next 8 years, improved efficiency from reduction of 

NRW from the current 48% to 35% in 4years and average inflation of 1.8%. The costs side includes 

capital investments, periodic replacement costs, and incremental operating and maintenance costs. All 

costs and benefits are considered net of duties and taxes. In addition, the economic life of the 

investment is estimated at 25 years. The project’s economic rate of return is estimated at 22.71%. The 

value is higher than the opportunity cost of capital of 10% and thus the project is considered 

economically viable. 
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3.2 Environmental and Social Impacts 

Environmental Impacts 

3.2.1 The topography and geotechnical conditions at the site easily permit raising the height of the 

dam to increase the reservoir capacity without any significant ecological impacts and there are no 

nearby communities to be significantly affected. The project is a category two requiring an 

Environmental and Social Management Plan (ESMP) which was produced in December 2014 and its 

summary disclosed on the Bank’s website on 31 January 2015. The proposed no development zone 

was approved by the Cabinet in December 2014 to ensure that no economic activity takes place in the 

catchment area. Triggered by this approval of the zone, compensation package for one private land 

plot (3,986m
2
) located at the boundary of the catchment will be negotiated. 

3.2.2 Positive Impacts – They include reliable water supply especially during drought periods, 

reduction in high energy costs arising from desalination and employment during the construction 

phase. This will lead to improvement in the quality of life for households and supporting tourism 

which is a significant income generating industry for the country. 

3.2.3 Negative Impacts: Most of the adverse effects are localized, short term and will mainly occur 

during the construction phase. They include dust emissions, noise and vibration, waste generation, soil 

erosion, loss of bio-diversity as the area is cleared, security, health and safety of communities and 

workers, disruptions of basic services such as the use of roads, sedimentation and water availability. 

3.2.4 Mitigation: Most impacts are temporary and can be mitigated hence making the residual 

impacts very low in terms of social and ecological impacts. The clearance of vegetation shall be 

limited to critical areas already identified as having no species of significance. Permission shall be 

sought from Department of Environment prior to cutting down any trees. There will be efforts to set 

up catchment protection and watershed management systems.  

3.2.5 Water quality shall be monitored downstream of the dam during construction. Air quality shall 

be controlled through proper maintenance of equipment and vehicles and dust shall be controlled 

through minimization of cleared areas and use of geotextile membrane to cover bare areas. Health and 

safety shall be improved by ensuring that there is no night work and working hours shall be 

established so as to cause minimum disturbance to residents. Road safety and traffic management 

shall be ensured by limiting movement of heavy machinery only to designated access routes and 

operational areas. Hazardous waste produced shall be stored and disposed of at designated and 

authorized disposal facilities. The project shall put in place systems to curtail disease vectors. 

Climate Change 

3.2.6 Results from four global circulation models, indicate that climate change is expected to 

increase the severity of water shortages on the three main islands of Mahé, Praslin and La Digue, 

mainly due to decreases in rainfall during the dry southeast monsoon and increases in surface air 

temperatures which will reduce stream flow, groundwater recharge and further exacerbate the water 

supply problem. The PUC has been managing the water supply infrastructure including dams in the 

country and has a proven track record and experience of managing under drought conditions. A 

combination of surface water treatment and operation of desalination plants are the principle strategies 

to cope with extreme precipitation variation to avoid devastating climate change impacts. 

3.2.7 The increased rainfall intensity predicted during the rainy season will result in greater surface 

runoff and the increase in water storage capacity by the project will significantly contribute to the 

improvement of climate change adaptation capacity. The PUC has a plan to completely ban any 

development in the La Gogue Dam catchment in order to protect and ensure sustainability of the water 

source.  
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Gender 

3.2.8 The Republic of Seychelles has achieved a number of indicators pertaining to gender equality 

and women’s empowerment.  Its first National Gender Policy of 2012 is fully in line with the 

Southern African Development Community (SADC) Gender and Development Protocol. The country 

has signed and ratified the principal conventions against gender discrimination, such as the 

Convention on all forms of Discrimination against Women (CEDAW), the AU Protocol, the SADC 

Declaration on Gender and Development and the Indian Ocean Commission (IOC) Gender Policy. A 

number of national legislations have also been enacted related to education and employment which are 

more explicit in eliminating gender discrimination.  Seychelles is ranked second out of 52 African 

countries for gender equality according to the findings published in the 2013 Ibrahim Index of African 

Governance report reflecting the country’s commitment and achievement in gender balance in primary 

and secondary education; women's participation in the labour force; equal representation in rural 

areas; the number of women in parliament; women's economic and political rights; and laws on 

violence against women (detailed in Annex B8). Against this background, Seychellois women, unlike 

their other sisters in the Continent, spend very little time and energy in managing water (collection, 

storage etc.) and caring for family members as a result of water related disease (basically minimal). As 

a matter of fact, this apply for both men and women. The project is therefore expected to support the 

Government’s continued efforts by (i) engaging men and women in the consultation during the 

implementation of the project, and (ii) targeting women engineers for on-job training (because there 

are still few women in comparison to men in the field). Budget for training of men and women in 

project management and dam construction and management has been allocated under the 

consultancies for the TAs. 
 

Social 
 

3.2.9 Seychelles is ranked 1st in terms of human development in Africa, and has met most of the 

Millennium Development Goals (MDGs). Population of Seychelles (99% of the population live in 

Mahe) is estimated to be 90,945; women constitute 44,033 (48.4%) and men 46,912 of the total 

population.
2 

 In the two directly affected districts by this project, 50,656 people living in the north and 

central districts of Mahé, of which 25,263 are females and 25,393 are males. The size of households in 

these districts is around 3.6 persons with a household’s income mostly ranging from SCR 3,000 to 

SCR 10,000 per month. The two districts are characterized by a high level of tourism.   

3.2.10 At a glance, Seychelles indicators related to accessibility to water show: (a) Infant Mortality 

Rate (below the age of 12 months) is quoted as 11.97 deaths / 1 000 live births (Male: 15.02 

deaths/1,000 live births and Female: 8.82 deaths/1,000 live births); (b) Child Mortality Rate is low 

compared to other peer nations; (c) Maternal Mortality Rate stands at zero. However, these positive 

statistics may reverse if the increasing water deficit is not addressed.  

3.2.11 Households in Seychelles currently enjoy safe drinking water supplied to the property with the 

life-line consumption below the affordability threshold of 3% to 5% household income. During the 

dry season, the population lacks guaranteed continuous water supply all year round. During the dry 

season, when water consumption is usually reduced, household expenditure on water tends to increase 

due to reliance on desalination and bottled water. 

3.2.12 During the drought periods, sanitation in schools is compromised due to limited water supply. 

The Government, PUC and NGOs, however, endeavour to secure water for schools in order to 

maintain acceptable levels of hygiene. Most of the schools now have installed water tanks for rain 

water harvesting. 

                                                 

 
2
 According to Population and Housing 2010. It has been observed in the two most recent censuses, 2002 and 2010, that 

there is a reverse trend which can be due to changing in composition of population in working ages attributed in particular 

to foreign labour which is mainly male dominated in the construction industry 
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3.2.13 The increase of fresh water as a result of the project will impact positively on men and women 

of the island. It will reduce the dependency on desalinated water, improve the sanitation facilities at 

schools during the dry seasons, and reduce the need of households to make additional efforts in 

getting water and the need to boil water.  

3.2.14 Regarding youth involvement, the PUC’s engagement with the Youth National Council and 

Youth Employment Initiatives Unit will allow for continued consultations with the youth during the 

implementation and follow-up of the project.  

IV IMPLEMENTATION 

4.1 Implementation Arrangements 

4.1.1 The Republic of Seychelles, through the Ministry of Finance, Trade and the Blue Economy 

(MFTBE) will be the borrower of the loan and grant recipient. The loan and grant will be on-lent/on-

granted to the PUC, a state owned enterprise, on terms and conditions acceptable to the Bank. 

Subsidiary grant and loan agreements will be signed between the MFTBE and PUC to allow for the 

transfer of loan and grant proceeds to PUC for the implementation of the project. The PUC will be the 

implementing agency (IA) for the project (on behalf of the GoS), in line with its mandate of electricity 

supply, potable water supply and collection and disposal of waste water. One of the other functions of 

the PUC is project management, and it is under that function that the PUC will be implementing this 

project. 

4.1.2 The PUC is currently implementing a project which is being financed by the EIB and AFD. 

Due to the broad mandate of the PUC, one of the recommendations under the EIB/AFD project, was 

the creation of a Project Management Unit (PMU) within the PUC structures that would focus on 

implementing capital projects. In line with the PMU’s mandate, the MSWAP and any other capital 

projects to be executed by the PUC will be implemented by the PMU, which is now an integral part 

and permanent structure of the PUC. The detailed implementation arrangements and the organization 

charts for both the PUC and PMU are reflected in Technical Annex B3. 

 

4.1.3 The assessment of the PUC and the country’s capacity to implement the project revealed that, 

there is no dam construction experience within the country. With the major component of this project 

involving the raising of the height of the dam reservoir, it is imperative that the capacity of the PUC to 

implement such a project is enhanced. The project will finance the recruitment of an engineering 

consulting firm to support the supervision of works contract. 

4.1.4 In addition, in order to enhance the capacity of the PUC, the project will recruit two short to 

medium term TAs, an experienced dam design and construction expert for a period of eight months 

and a project management expert for a period of two years. One key output for the project 

management TA will be skills transfer and training of the PUC staff in project management. Financing 

for the TAs will be provided through the MIC-TAF grant. 

Implementation Schedule  

4.1.5 The project will be implemented over a period of 48 months from signing loan and grant 

agreements, expected in June 2015. Through advanced procurement, the supervision consultant will 

be on board immediately after the approval of the project with a view to mobilize a contractor by 

April 2016. Implementation of the capacity development activities and the study will commence in the 

second semester of 2015 scheduled to be completed in 2 years. Project completion date is set for 30 

June 2019 and the deadline for last disbursement will be 31 December 2019. 
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Procurement Arrangement 

4.1.6 All procurement of works and acquisition of consulting services financed by the Bank will be 

in accordance with the Bank’s Rules and Procedures: “Rules and Procedures for Procurement of 

Goods and Works”, dated May 2008 revised July 2012; and “Rules and Procedures for the Use of 

Consultants”, dated May 2008 revised July 2012, using the relevant Bank Standard Bidding 

Documents, and the provisions stipulated in the Financing Agreement. 

4.1.7 For each contract to be financed by the Loan or Grant, the different procurement methods or 

consultant selection methods, the need for prequalification, estimated costs, prior-review 

requirements, and time frame as agreed between the Borrower and the Bank project team will be 

provided in the Procurement Plan and detailed in the technical annex (see Annex B.5.5). 

Financial Management and Audit Arrangements 

4.1.8 The Financial Management (FM) assessment concluded that the overall residual risk is 

“Moderate” after taking into account mitigation measures. The FM system of the PUC shall be used 

for this project, with a few improvements. The system should be adequate and capable of recording 

accurate and complete transactions and delivering financial reports on timely basis. The overall 

authority and responsibility shall vest on the Chief Executive Officer (CEO) of the PUC. There is an 

already existing and fully resourced PMU that is headed by a Project Director, reporting to the PUC 

CEO, through the Deputy CEO. The key officials of the PMU include; Modeling, Planning and 

Design Engineer, Accountant, Planning and Monitoring Coordinator and Procurement 

Officer.  Detailed FM capacity assessment report is indicated in the technical annex B.2. 

4.1.9 The project shall be required to prepare and submit annual financial statements, three months 

after the closure of the financial year. In addition, Quarterly Progress Financial Reports should be 

prepared and submitted to the Bank no later than 45 days after the end of each quarter. The content of 

the quarterly reports will be agreed during negotiations.  

4.1.10 The project financial statements will be audited annually by a qualified and independent 

private audit firm, appointed by the Auditor General (AG) of the Government of Seychelles. The audit 

shall be conducted in accordance with International Standards on Auditing using the Bank’s terms of 

reference (ToRs) for external audit (attached in Technical Annex B4). The audit report, complete with 

a management letter and management responses, will be submitted to the Bank by PUC, through the 

MFTBE, no later than six months after the end of the fiscal year. 

Disbursement Arrangements 

4.1.11 Disbursement of the Bank’s resources will be done in accordance with Bank’s procedures and 

the Disbursement Letter will document the disbursement procedures and methods to be applied for the 

Loan and the grant. Disbursement will be principally through the Direct Payment method (for works 

and services), however, the Special Account method will be used for smaller local eligible payment 

(primarily the TAs). The option for reimbursement methods will be also available for this project, 

should they be required. 

4.2 Monitoring and Evaluation 

4.2.1 The PUC will be responsible for overall supervision, monitoring and evaluation (M&E) of the 

project, including ESMP implementation, in accordance with the project. Currently the PUC is in the 

process of rolling out an enterprise resource planning (ERP) platform, which will enable the PUC to 

produce accurate reports. The PUC will be able to prepare monthly, quarterly and annual progress 

reports on the status of the various project activities, financial and procurement status, asset 

management, safeguards, risks and mitigation measures. In addition to the regular reports to be 

produced, the Bank will undertake two supervision missions per annum in order to monitor the 

implementation status of project against indicators defined in the result based logical framework and 
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ESMP. A summary of the main milestones is presented below: 
 

Table 12: Key Project Milestones 

Timeframe Milestone Monitoring Process/feedback loop 

Feb. 2015 Start of procurement of a consulting 

firm for supervision and dam 

engineering TA 

Procurement and contract documents; Bank’s “No 

objection 

Jun. 2015 Signing and effectiveness Loan signed and declared effective including 

precedent conditions for first disbursement by the 

Bank 

Jun. 2015 Launching  Launching workshop organised 

Jul. 2015 Start of procurement of a consulting 

firm for groundwater study 

Procurement and contract documents; Bank’s “No 

objection 

Dec. 2015 Start of procurement of dam raising 

works 

Procurement and contract documents; Bank’s “No 

objection 

Apr. 2016 Start of construction works Works contract signed, monthly supervision reports 

Jun. 2017 Mid-term review Review of the project and recommendation 

May 2019 Completion of project Project completion report 

4.3 Governance 

4.3.1 Seychelles has a strong governance framework and has made significant progress in the area of 

public financial management. Seychelles ranks 5th in the 2014 Ibrahim Index of African Governance 

with a score of 73.2%, reflecting the strength of local institutions. The Global Competitiveness Report 

also notes the existence of ‘strong and well-functioning institutions’ in the country as reflected in the 

score of 3.9 out of 7 and a placing of 92 out of 144 countries in the world. Likewise, according to the 

Corruption Perception Index (CPI) of Transparency International (TI) report of 2012, Seychelles ranks 

51st out of 176 countries, or 5th in Sub-Saharan Africa, only behind Botswana, Mauritius, Cape Verde 

and Rwanda. Seychelles is one of the countries that are likely to achieve all the Millennium 

Development Goals by 2015, as most of the eight goals have already been attained. 

4.4 Sustainability 

4.4.1 As a SIDS and one of the countries relying on tourism industry, water security is of national 

interest for Seychelles. The government through PUC is committed to improve reliable services and 

further improve water security in a sustainable manner. Recent contracting of loans from EIB and 

AFD show the GoS’ commitment to ensuring sustainability of the water and sanitation sector. This 

MWSAP will contribute to the wider goal of ensuring sustainability of this key sector.  

4.4.2 Financial sustainability: The PUC is financially independent from the government. However, 

as of 2014, due to low tariffs, water and sewerage services were subsidized by electricity revenues. 

The PUC embarked on a comprehensive water tariff study in 2012 and adopted a gradual tariff 

increase measure over a 10 year period, in line with the study findings. Once the tariff reaches the 

planned level, it is expected that financial equilibrium will be met for water supply service, which 

currently has been posting continuous operating losses. The proposed tariff adjustments provide for a 

life line tariff in order to mitigate the impact of tariff increases on vulnerable groups. 

4.4.3 The PUC has been implementing measures to reduce NRW which currently stands at 48% 

through replacement of old and inaccurate meters and leakage detection activities. Reduction of NRW 

combined with tariff reform is expected to improve financial sustainability of the water supply 

services. 

4.4.4 Technical sustainability: The PUC has been operating and maintaining its infrastructure since 

its establishment including water treatment plants and the 40 year old La Gogue Dam. The project will 

install devices to monitor performance of the dam to undertake efficient and effective maintenance 

works as necessary. In addition, the reduction of pumping units will help in reducing energy 
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consumption which will enhance the project’s sustainability The PUC is also committed to ensure 

critical skills are transferred and maintained in local employees in order to reduce over reliance on 

expatriate staff. As part of this policy, the PUC is recruiting fresh graduates to train and expose them 

through on-the-job trainings.  

4.5 Risk Management 

4.5.1 Table below presents the main risks and mitigation measures. 

Table 13: Risks and Mitigation Measures 

Risk: Mitigation: 

Limited capacity in PUC to 

implement a highly technical 

dam construction project 

The capacity shortcomings were identified and the project will enhance the capacity of the 

PUC through the engagement of two TAs to be recruited. In addition, a competent project 

supervision engineering consultancy firm will be engaged.  

Political acceptability of higher 

tariffs 

The GoS has committed to gradual review of water tariffs in order to improve the 

financial viability and sustainability of the PUC and to ensure consumers pay a tariff that 

is commensurate with the level of service and infrastructure improvements being made.  

Overreliance on surface water 

to supply the potable water 

needs of the Islands in the face 

of Climate Change.  

The country has noted that rising population and increased commercial activity will 

continue to grow at a faster pace that the development of infrastructure. The interventions 

under this project will be able to address the island’s potable water needs for the near 

future. There is a risk that, in the absence of additional sources, the country will find itself 

in the current predicament soon. This project has included a study of the potential for 

ground water sources. This will inform future strategies for improving water supply. 

Lack of financing to expand the 

distribution network to the 

northern areas of Mahé. 

The PUC is currently expanding the distribution network using internally generated 

resources. This will continue to be the strategy in the medium term. In addition, the PUC 

will explore the possibilities of engaging with other donors in order to accelerate this 

project. 

4.6 Knowledge Building 

4.6.1 The implementation of the project will generate vital knowledge, especially from the 

groundwater study, that will be useful for the exploration of long term solutions to the country’s 

perennial water supply challenges. In addition, the ERP being rolled out by the PUC will create a 

good platform for the compiling and analysis of information on consumption trends to help with 

coming up with national strategies. Information will be collected on levels of access to water and 

sanitation, billing and collection levels and NRW, enabling the PUC to plan interventions. On a 

project level, the project implementation review, quarterly progress reports, audit, sector M&E and 

completion reports will also provide information on various aspects of the project for further 

diagnosis. The knowledge obtained will be shared within the Bank and with other development 

partners as well as with RMCs. 

V LEGAL INSTRUMENTS AND AUTHORITY 

5.1 Legal Instrument 

5.1.1 The Project will be financed by an ADB loan and an MIC-TAF grant. 

5.2 Conditions Associated with Bank’s Intervention 

A. Condition Precedent to Entry into Force of the Loan & Grant Agreements: 

 

(i) The loan agreement shall enter into force subject to fulfilment by the Borrower of the provisions 

of Section 12.01 of the General Conditions Applicable to Loan Agreements and Guarantee 

Agreements of the ADB; and 
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(ii) The Grant Protocol of Agreement for the MIC-TAF Grant shall enter into force upon signature. 

 

B. Conditions Precedent to First Disbursement of the Loan and Grant:   

 

(i) The obligations of the Bank to make the first disbursement of the loan and grant shall be 

conditional upon the entry into force of the loan and grant agreements and the fulfilment by the 

Borrower/Recipient, in form and substance satisfactory to the Bank, of the following conditions: 

 

a. Evidence of having opened a foreign currency special account in the Central Bank of 

Seychelles for the deposit of part of the proceeds of the Grant; and 

 

b.  The conclusion of Subsidiary Financing Agreements between the Borrower/Recipient and 

PUC for on-lending/on-granting the Loan and Grant on terms and conditions acceptable to the 

Bank; 

 

C. Other Conditions 

 

a. The Borrower shall, no later than six months after the first disbursement, engage an auditor 

with Terms of Reference acceptable to the Bank 

 

D. Undertakings 

 

The Borrower/Recipient undertakes and agrees, in form and substance satisfactory to the Bank, to 

(i) fully implement the ESMP for the Project and comprehensively report to the Bank on the said 

implementation on a quarterly basis; 

 

(ii) Carry out, and cause its contractors to carry out, the project in accordance with: (a) Bank’s 

rules and procedures; (b) national legislation; and (c) the recommendations, requirements and 

procedures set forth in the ESMP prepared for the project; 

 

(iii) Continue with the implementation of the agreed water tariff reform in line with the cabinet 

approval in 2014. 

5.3 Compliance with Bank Policies 

5.3.1 This project complies with applicable Bank policies except the 50% cost sharing principle laid 

down in the Policy on Expenditure Eligible for Bank Group Financing. However, through the 

justification contained in appendix 1, management supports the view that the country has exhibited 

strong ownership and commitment to the water sector as a whole and to the project specifically.  

VI RECOMMENDATION 

Management recommends that the Board of Directors of the Bank approve the proposed ADB loan 

USD 20.6 million and a MIC-TF grant of USD 1.4 million to the Republic of Seychelles for the 

purposes and subject to the conditions stipulated in this report. 
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Appendice 1: Justification for financing more than 50% of the Project Cost through an ADB 

Loan 

Background 

 

Seychelles’ recent economic performance has been broadly positive, although it remains vulnerable to 

various internal and external shocks. Nevertheless, its economic and social indicators are well above 

regional averages. A key factor contributing to this overall good performance has been the successful 

implementation of an ambitious reform program with the support of development partners (including 

the Bank), which entailed a tightened fiscal policy, debt management, public sector restructuring, 

monetary policy strengthening including removal of all exchange restrictions, currency floatation, 

liberalization of local interests’ rates, review of the business environment and regulatory framework.  

 

Yet current levels of public investment are clearly insufficient to meet infrastructure requirements in 

the medium to long term. The MTNDS identified an estimated USD 520 million pipeline in 

infrastructure and development projects for the 2015-2020 period. The estimated capital requirements 

for five key agencies/departments under the current 2013-2017 Public Sector Investment Plan (civil 

aviation, ports authority, public transportation, public utilities corporations and the national airline) 

amount to SCR 4.9 billion, or USD 400 million. Only SCR 2.27bn in capital spending has been 

budgeted for the same period, this leaves a funding gap of nearly 54%. The table below provides a 

summary of the funding needs of the key five state owned enterprises over the budget period 2013 – 

2017. Water and electricity supply falls under the public utility Corporation (PUC).  
 

Table Appendix 1-1: Comparison of 2013-17 budget needs versus available funding; 

 Total Project Costs 2013-2017 Budget Funding 

Gap 

(SR '000) 
(USD 

millions) 
(SR '000) 

(USD 

millions) 

(USD 

millions) 

Seychelles Civil Aviation Authority  186,177 $15.29 186,177 $15.29 0 

Seychelles Port Authority  2,405,409 $197.49 685,860 $56.31 $(141) 

Seychelles Public Transport Company 101,968 $8.37 101,968 $8.37 0 

Public Utilities Corporation* 1,956,192 $160.61 1,000,817 $82.17 $(78) 

Air Seychelles  234,449 $19.25 234,449 $19.25 0 

Total Selected Public Enterprises 4,884,195 $401.00 2,209,271 $181.39 $(220) 

* Responsible for water and sewerage services 
 

The country has also been undertaking steps towards meeting its fiscal target of reducing public debt 

to 50% of GDP by 2018. The GoS requested for funding to undertake the MSWAP, taking into 

consideration the debt sustainability analysis. 

 

Justification 

 

The Bank’s contribution to the proposed project from the ADB loan window is at 79% which, exceeds 

50% of the project cost which is not in compliance with the principle laid in the Policy on Expenditure 

Eligible for Bank Group Financing whose aim is to encourage ownership by the Regional Member 

Countries (RMCs). This is justified by following reasons: 
 

(i) The country’s commitment to water security: 

 

The country has a forward looking water development plan with a 20 year horizon (SWDP 2008-

2030) , and has since been investing in realization of the plan from its own resources as well as with 

support from development partners. The participation of the Bank in financing the MSWAP, will go a 

long way in helping the country attain its development goals and objectives. 

 

Furthermore, the GoS has shown its commitment to the water sector through the approval and 

implementation of the water tariff reforms. These are meant to increase the tariff revenues with a view 

to ultimately achieve full cost recovery for sustainable water services. As mentioned earlier, currently 
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water supply is not able to meet the cost of providing the service leading to poor financial 

performance of the water portfolio within the utility. This has negative long-term implications on the 

financial viability and sustainability of the utility, hence negatively impacting on service provision. 

Considering that water is considered both an economic and a social good, the GoS has exhibited the 

political will to tackle the issues of sustainability for the utility and water supply in the country.  

 

As a SIDS, water security is of national interest. The water sector is one of the key economic 

infrastructure sectors identified in the MTNDS. In addition, this sector contributes immensely to 

general economic development as it is an enabler to the other economic sectors. Provision of water 

enables households, businesses, government departments and others, to deliver on their various 

mandates of economic development.  

 

(ii) Financing Allocated to Water Sector by the Government 

 

The water sector in Seychelles is, by and large, wholly financed by the GoS. Over the last two years 

(2013 – 2014), the budget for the water sector averaged approximately SCR 206m (US$ 15m), of 

which the GoS financed 85.96% and development partners provided the balance of approximately 

14.04%.Going forwards, and in line with the country’s sustainable debt targets, these levels of 

contribution will continue to prevail. Under this project, the GoS will contribute USD4m of fresh 

financial resources towards the construction of the new treatment plant. This goes to show the 

country’s strong commitment to the sector and the project. Much of the support the country has been 

receiving has focused mainly on studies. It is only recently that the EIB and AFD approved an 

infrastructure project in the country, focusing on Refurbishment & Upgrading of 4 Desalination Plants 

on the 3 main islands; Non-Revenue Water Programmes; Rehabilitation of 2 Main Water Treatment 

Plants & 8 Measuring Weirs; Resource Efficiency Programmes and Capacity Building Programme for 

PUC. It can be observed, therefore, that over the years, the GoS has relied heavily on internal 

resources to maintain the island’s aging infrastructures. 
 

(iii) Country’s Fiscal outlook and debt sustainability 
 

The Country is implementing an IMF monitored sustainable debt program. With a number of 

programs and projects competing for financing in the country, the ability by the country to contribute 

significantly from own resources to critical projects like the MSWAP tends to be constrained. 
 

In 2008, the country experienced a severe debt crisis, where debt stock reached 150% of GDP and the 

country was rated as “Selective Default” by credit rating agencies. Since then, the country has been 

working with the IMF under three successive programs with the objective of reducing debt stock to 

50% of GDP by 2018, which is considered to be a sustainable level for Seychelles. Current debt stock 

level is about 65% of GDP, still above the 50%, though the country was on course to attain its target 

of 2018. The economy is expected to continue growing at a rate above 3% over the project horizon 

and the debt monitoring horizon, giving the country some headroom annually to undertake critical 

infrastructure projects using borrowings. 
 

Conclusion 
 

The GoS has demonstrated its commitment through the various development programs and strategies 

adopted; provision of financial support to the water sector from internally generated resources, all this 

amid fiscal tightening as guided under the IMF monitored sustainable debt program. However, current 

levels of public investment are clearly insufficient to meet infrastructure requirements in the medium 

to long term, considering the growth of the population and economic activity. There is greater need to 

accelerate infrastructure development in the country, and that requires support from donors. 

Considering these situations in the country, the Bank financing more than 50% of the project cost 

through the ADB window is fully justified. With the limited donors supporting the water sector in the 

country, this project comes at an opportune time for the Bank to show its commitment to supporting 

the GoS in this project of national importance. 
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Appendice 2: Map of Seychelles and Project Location 
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Appendice 3: Seychelles’ Comparative Socio-Economic Indicators 
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APPENDICE 4: ADB PORTFOLIO 

 
No. Sector and project name Type of 

instrument 

Amount 

(UA) 

% disb. as of 

Jan 2015 

Approval 

date 

A.1 TRANSPORT 

1 Development of Quality of Service Standards MIC-TAF 102,000 0 3 Nov 2014 

      

A.2 SOCIAL 

2 Support to HRDS and Social Impact MIC-TAF 502,415 0 17 Sep 2007 

3 Emergency Assistance to Address Cyclone 

Damage 

ADB Special Relief 

Funds 

705,552 0 
24 June 2013 

      

A.3 WATER SUPPLY/SANITATION 

4 Integrated Sanitation Master Plan AWF 866,689 0 22 Dec 2014 

      

A.4 AGRICULTURE 

5 Agriculture Sector Study MIC-TAF 649,400 17.76 27 Feb 2013 

      

A.5 PRIVATE SECTOR/GOVERNANCE     

6 PPP Framework Development MIC-TAF 372,739 0 14 Nov 2014 

7 MSME Development Project FAPA 705,552 0 3 June 2014 

      

A.6 MULTISECTOR     

8 SCB - II MIC-TAF 490,600 55.49 3 June 2014 

 




