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Project Summary
1.
Project Overview: The Urban Water Sector Reform and Port-Harcourt Water Supply
and Sanitation Project aims to: (i) Provide sustainable access to safe drinking water and
sanitation to the residents of Port-Harcourt city in Rivers State, and (ii) Strengthen the
Federal Government’s capacity to reform the urban water supply and sanitation sector and
improve service delivery across the country.
2.
The project cost is estimated at UA 225.56 million, of which AfDB is financing UA
133.66 million or 59%, the World Bank 27%, Rivers State Government 14% and the Federal
Government 0.3%. The project is expected to start in 2014 with a duration of five years.
3.
The project outputs for Port-Harcourt include: (i) A rehabilitated and expanded water
supply system, and sanitation facilities constructed; (ii) Support provided to the Port-Harcourt
Water Corporation, with tariffs, management systems, and pro-poor measures implemented,
and operations outsourced to a private operator; (iii) Hygiene, sanitation and environmental
health promotion undertaken, and a Sanitation and Waste Water Management plan developed
with resources mobilised for its implementation. The main beneficiaries in Port-Harcourt are
the 1.3 million residents expected to live in the project area by 2019 who will benefit from
improved water services and sanitary conditions. The beneficiaries will be involved in the
project through customer outreach activities and capacity building initiatives. On the Federal
level, the project’s Urban Water Reform component will establish an urban water and
sanitation investment programme and scale up performance monitoring of the urban water
and sanitation sub-sector, which will directly benefit the Federal Ministry of Water Resources
as they will be able to lead the sector more effectively. Indirectly, urban residents in all States
will benefit from improved performance of water utilities.
4.
Needs Assessment: Citizens of Port-Harcourt currently do not benefit from the water
utility as the infrastructure is run down (only 10 km of the 190 km pipe network is useable).
Most citizens obtain water from vendors or private boreholes and wells, often paying high
prices for water of unsafe quality. For sanitation most households have toilets with on-site
septic tanks or pit latrines, while public centres lack adequate facilities. Liquid and solid
wastes are mainly discharged directly in the environment, and the risk of contaminating the
water source is high. Waterborne diseases like cholera, typhoid and dysentery are common.
Over the past three years Rivers State Government has undertaken a dynamic effort to reform
the water sector in order to improve service delivery. As part of the reform, a detailed design
was prepared in June 2011 for the rehabilitation and expansion of the Port-Harcourt water
supply system, which forms the basis for this Project. On Federal level, the Government does
not have adequate capacity to effectively oversee development of the sector. The 2013
Nigerian Presidential summit on water noted that “it is imperative to adopt a viable
instrument which can be used to attract funding, administer, and improve coordination of
actors within the sector.”
5.
The Bank’s Added Value in supporting the proposed project is a combination of its
comprehensive approach to sustainable service provision; capacity to mobilise the significant
funding needed in a timely manner; experience of operations in Nigeria; and collaborative
partnering with the borrower and co-financiers in defining and implementing the project.
6.
Knowledge Management: The project will allow the Bank to prepare case studies
for: (i) A holistic approach to sustainable service delivery, integrating technical optimization,
environmental protection and institutional reform; (ii) Pro-poor approaches to service
delivery; and (iii) Sector investment planning and coordination on national level.
iv

RESULTS-BASED LOGICAL FRAMEWORK (Additional results and process indicators are provided in Annex B9)
Country and project name: Nigeria : Urban Water Sector Reform and Port-Harcourt Water Supply and Sanitation Project
Purpose of the project: Provide sustainable access to safe drinking water and sanitation in Port-Harcourt; and strengthen Federal Government’s capacity to reform the urban WSS sector across the country

PERFORMANCE INDICATORS

ACTIVITIES

OUTPUTS

OUTCOMES

IMPAC
T

RESULTS CHAIN

Indicator (including Core Sector Indicators and MDGs/Nigeria Vision 2020) Baseline 2012

Target

MEANS OF
VERIFICATI
ON

RISKS/
MITIGATION

Impact: Improved wellbeing and productivity of Nigerian
citizens.

1. % population using improved drinking water source/sanitation facility (MDG/NV)
2. Under-5 Mortality Rate, per 1000 live births (MDG/NV)
3. National GDP (USD bn), and % population below income poverty line (MDG/NV)

61% / 31%
142
242 bn, 72%

100% / 80% in 2020
22 in 2020
900 bn, 20% in 2020

National/RS: Bureau of
statistics, MOH, MDG
Office, JMP

Outcome 1 Increased access to water supply and sanitation
in Port-Harcourt city

1.1 Residents with safe water access, of which % are female (CSI)
1.2 Residents with access to public sanitation facilities, of which % are female (CSI)
1.3 Residents with access to rehabilitated/new hygienic HH toilets, % female (CSI)

100,000
0
0

1,300,000 in 2019, 47% female
200,000 in 2018, 54% female
380,000 in 2019, 47% female

Outcome 2 Improved service delivery and commercial
viability of PHWC

2.1 Drinking water quality in accordance with national standards
2.2 Tariffs cover full O&M: Operating Cost Coverage
2.3 Customers with positive attitude to utility/PHWC

No.
0%
0%

Yes by 2017
85% in 2019, 100 % in 2021
90% in 2019

Outcome 3 Improved hygienic and environmental practices
among residents of Port-Harcourt city

3.1 Population practising hand washing at critical times, men/women
3.2 Pupils practising hand washing at critical times, boys/girls
3.3 % of households practicing safe solid waste disposal

5%
5%
30%

15% by 2019
30% by 2019
50% by 2019

State and Federal M&E
Reports.
PHWC financial and
performance
reports.
In depth project survey
reports, incl. on
Consumer satisfaction
and Hygiene practices.

Risk: Sustainability at
risk due to policy
reversal resulting from
changes in political
leadership.
MM: Awareness
activities to build
consensus among
stakeholders.

Outcome 4. States effectively supported by the FMWR to
reform UWSS service provision

4.1 Joint FGN/Sates/Development Partners WSS sector reviews held
4.2 % National Urban WSS budget allocated in line with the Investment Plan

None
0

Annually by 2016
80% by 2018

1. WSS Infrastructure
1.1 Water system rehabilitated & expanded
1.2 Wellfields environmentally protected
1.3 Water kiosks constructed
1.4 Households connected
1.5 Public sanitation facilities constructed
1.6 Pilot Sewerage system and sewage treatment plant
constructed

1.1.1 Water production capacity (cubic metres/day) (CSI)
1.1.2 Km of distribution network replaced & extended
1.2 Climate resilient environmental protection constructed (channel at Rumoula)
1.3 Number of water kiosks constructed
1.4 Number of metered HH/yard connections (CSI), % social connections
1.5 Number of public toilet compartments (separate male/female) with hand washing facilities
(CSI)
1.6.1 Sewage treatment capacity: cubic metres/day (CSI)
1.6.2 Km of sewerage network

50,000
0
No.
0
0
0

187,000 by 2017
180km & 260km by 2019
Yes by 2017
1420 in 2019
71,000, 30% social by 2019
994 by 2018

Quarterly Progress
Reports (incl. ESMP)

Risk: Delays in start-up
on Federal level.
MM: Strengthened
dialogue with the
Nigerian Authorities.

2. Institutional Support to PHWC
2.1 PHWC commercially viable
2.2 Pro-poor/LIHH Strategy operationalised
2.3 PPP established for operation of water system
2.4 Environmental monitoring of PHWC operations

2.1.1 Tariffs and billing system implemented
2.1.2 Consumer associations established/strengthened (CSI)
2.2 Pro-poor/LIHH unit established in PHWC with relevant tools
2.3.1 Management contract operational for the water supply system
2.3.2 Management contracts operational for water kiosks, % managed by women
2.4 Water safety plan & tools (with aquifer monitoring) disseminated

No.
0
No.
0
0
No.

Yes by 2016
20 by 2018
Yes by 2017
1 by 2017
40 by 2017, 50% by women
Yes by 2017

3. Hygiene, Sanitation & Environment
3.1 WASH delivery strengthened
3.2 Customer awareness strengthened on groundwater
protection & water conservation
3.3 PPP established for mgmt of sanitation facilities
3.4 Sanitation & WWM Plan, feasibility & design

3.1 Number of teachers (Trainers of Trainers) trained in hygiene & sanitation promotion
3.2 Number of Trainer of Trainers trained for improved environmental sanitation and SWM
(groundwater pollution prevention)
3.3 Management contracts operational for public sanitation, % managed by women
3.4 Resource mobilisation roundtable held for Sanitation & WWM plan

0

100 by 2017, 60% women

0

150 by 2017, 50% women

0
No.

10 by 2018, 50% by women
Yes by 2019

4. Urban Water Reform at Federal level
4.1 Sector Investment Programme established
4.2 Urban WSS Performance framework scaled up

4.1.1 National Urban WSS Investment Plan and financing strategy available
4.1.2 Sector coordination mechanisms established
4.2 Urban WSS performance reports available for all States & consolidated

No.
No.
No.

Yes by 2016
Yes by 2016
Annually by 2017

5. Project Management

4.1 Project delivered on time & within budget

N/A

Completed in 2019

1000 m3 by 2018
36 Km by 2018

Construction
Supervision Reports
Supervision & Mid
Term Review Reports

Risk: Weak initial
implementation capacity
of PHWC.
Project Monitoring and MM: Fast track
Evaluation Reports
recruitment of PHWC
staff & PIU consultants.
Risk: User resistance to
pay tariffs. MM:
Customer outreach &
pro-poor measures for
affordable tariffs.
Risk: Evacuation of
additional water in the
city. MM: Waste
minimisation,
strengthened septic tank
use & WWM plan
incorporated.

COMPONENTS

INPUTS

1. WSS Infrastructure: a) Rehabilitate & expand water supply facilities, b) Connect customers, c) Protect the water source, d) Construct sanitation facilities. (UA 191.15 m). 2. Institutional Support to PHWC: a)
Strengthen systems & develop capacity of PHWC & line agency staff, b) Commercialisation support on tariffs, billing & customer outreach, d) Advisory services for PSP, c) Support social inclusion through pro-poor
unit & social connection fund (UA 13.24 m). 3. Hygiene, sanitation & Environment: a) Deliver environmental & hygiene education, b) Undertake Sanitation/WWM study and resource mobilisation, c) Establish
sanitation management contracts (UA 5.41 m). 4. Federal Urban Water Reform: Strengthen sector coordination and performance monitoring (UA 7.07 m). 5. Project Management: Steering committee, project
monitoring and evaluation, procurement, financial management, communications (UA 8.69 m)

ADB
UA 133.66 million
WB
UA 59.97 million
FGN
UA 0.65 million
Rivers State: UA 31.28 million
Total:
UA 225.56 million
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Project Timeframe
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REPORT AND RECOMMENDATION OF THE MANAGEMENT TO THE BOARDS
OF DIRECTORS ON PROPOSED LOANS TO NIGERIA
FOR THE URBAN WATER SECTOR REFORM AND PORT-HARCOURT WATER
SUPPLY AND SANITATION PROJECT
Management submits the following Report and Recommendation on a proposed ADB loan of
USD 200 million (approximately UA 130.36 million) and an ADF loan of UA 3.3 million to
finance the Urban Water Sector Reform and Port-Harcourt WSS Project in Nigeria.

I

STRATEGIC THRUST & RATIONALE

1.1.

Project linkages with country strategy and objectives

1.1.1
The importance of increasing access to safe water and sanitation is emphasised as a
driver of economic development in the Nigeria Vision 2020 (the country’s economic
development strategy for 2010-2020). The proposed project directly contributes to Pillar I of
the Vision on “Guaranteeing the well-being and productivity of the people,” which
recognises that “Water and Sanitation is one of the primary drivers of public health. The type
of access, quantum of water supply and quality of sanitation facilities available determines
the quality of life of the people and the potential for poverty alleviation.”
1.1.2
However, rather than making headway on the MDGs, water and sanitation coverage
in Nigeria declined during the period 1990-2006. As a result, the Vision prioritizes these
services with an emphasis on community participation, PPPs, rehabilitation and modernizing
of schemes, best-practice operations, and environmental and pollution controls, which have
all been integrated in the project. Federal Government commitment is further demonstrated
by the 2011-2015 National Transformation Agenda which confirms the focus on
infrastructure and human development, and the 2013 national budget allocation for water
resources of Naira 81 bn ($529 million or 5% of the Capex budget), doubling the 2012
budget.
1.1.3
On State level, the project is specifically mentioned as a priority in the Rivers State
Vision 2020 and the related 2010-2013 Medium-Term Development Plan, which emphasize
sustainable service delivery of water supply, sanitation and hygiene as well as environmental
sanitation as important elements for achieving improved health and a sustainable economy.
1.1.4
The project is aligned with the Bank’s Strategy for 2013-2022, IWRM Policy, Urban
Development Framework, and operationalizes both pillars of the Nigeria Country Strategy
Paper 2013-2017, combining “soft” analytical and advisory work to create a sound policy and
investment environment (Pillar I) with “hard” investment in critical infrastructure that is
environmentally sustainable (Pillar II) to promote green and non-oil growth.

1.2.

Rationale for Bank’s involvement

1.2.1
With 61% of citizens having access to safe water (JMP 2013), Nigeria is behind
schedule in realising its MDG of 80%, and below the 66% Sub-Saharan average. None of
Nigeria’s water utilities is able to provide uninterrupted water services to its customers, and
many are amongst the worst performing on the continent. The Government currently does not
have adequate tools and mechanisms to oversee service levels and sector developments, and
the 2013 Nigerian Presidential Summit on Water concluded that “it is imperative to adopt a
viable instrument which can be used to attract funding, administer, and improve coordination
of actors within the sector…” AfDB is in a position to contribute to this need immediately.
1

1.2.2
The situation of Port-Harcourt city in Rivers State is representative of the country as
the infrastructure constructed in the 1950s is run down and only 10 km of the 190 km pipe
network is useable. Most citizens obtain water from vendors or private boreholes and wells,
often paying high prices for water of unsafe quality. For sanitation most households have toilets
with on-site septic tanks or pit latrines without sludge treatment, while public centres lack
adequate facilities. There are no significant waste water and solid wastes treatment facilities;
liquid and solid wastes are mainly discharged directly in the environment, especially in open
drains increasing the risk of flooding. The risk of contaminating the groundwater source is
high. Water-related diseases like dysentery and typhoid are said to be common.
1.2.3 Over the past three years Rivers State Government has undertaken a dynamic effort to
reform the sector in order to improve service delivery, resulting in the 2012 enactment of the
Rivers State Water Sector Development Law. Roles and responsibilities have been defined
for sector agencies, and the former water board has been corporatized into the new PortHarcourt Water Corporation (PHWC). As part of the reform, designs for the rehabilitation
and expansion of the Port-Harcourt water system were prepared in June 2011, and form the
basis for this project. The project is included in the national borrowing plan, demonstrating
State and national ownership. The reform is already considered best practice in the country
and provides good prospects for sustainability of investments. The timing for a large scale
investment project is deemed opportune, and is needed to maintain momentum of the reform
and to bring about tangible improvements for the citizens of Port-Harcourt.
1.2.4 An integrated solution has been agreed, covering the full water and sanitation cycle in
order to maximize the benefits of the new WSS services: infrastructure development,
institutional support for best practice operations, and environmental hygiene and sanitation
promotion for behavioural change. The Bank’s comparative advantage in financing this
holistic project is a combination of its comprehensive approach to sustainable service
provision; capacity to mobilise the significant funding needed to make a tangible difference;
experience from operations in Nigeria and other RMCs; and collaborative partnering with
stakeholders in defining and implementing the project.
1.2.5 The Bank’s water portfolio in Nigeria is ADF-financed. Given the huge water supply
and sanitation (WSS) needs, the Nigerian authorities have confirmed their intention to borrow
from the ADB window, and an ADB loan is appropriate for this project which emphasizes
commercialization and financial viability in turning around a failed utility.

1.3.

Donors coordination
Sector or subsector:

Water Supply and Sanitation

Players - Public Annual Expenditure 2012*

Donor Portfolio in 2012 (USD m)

AfDB
AFD
DFID
USD 245 m
USD 200 m
EU/Unicef
55%
45%
USAID
WB
Total
Level of Donor Coordination
Existence of Thematic Working Groups:
Existence of SWAPs or Integrated Sector Approaches:
ADB's Involvement in donors coordination (Leader, Member or None):
Federal Government

Donors

176
78
169
52
13
520
1,008
No
No
Member

* Actual expenditure figures are not available. The estimate is based on the national budget, past budget
performance and donor portfolio information.
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On national level, the Federal Ministry of Water Resources (FMWR) is responsible
for coordinating sector developments. Coordination of donors has been weak and ad hoc,
however, the Water Sector Reform and PPP Unit established within FMWR in 2012 took an
active part in the preparations of this project and coordinated related interventions planned by
the WB, AFD and USAID. The project will support the establishment of coordination
mechanisms to facilitate FMWR taking a more visible lead. Coordination amongst donors is
informal, however, a Water, Sanitation and Hygiene (WASH) donor thematic working group
is in the process of being established. Based on the leadership demonstrated by ORNG in
supporting Government in the development of the national Infrastructure Development
Action Plan, and with the addition of a WSS expert in ORNG, the Bank is expected to take a
more active role in sector coordination. In Rivers State, donors are effectively coordinated by
the Ministry of Water Resources and Rural Development.

II.

PROJECT DESCRIPTION

2.1.

Project Objectives and Components

2.1.1
The objectives of the project are to: (i) Provide sustainable access to safe drinking
water and sanitation to the residents of Port-Harcourt city (which covers the two Local
Governments of Port-Harcourt and Obio/Akpor, hereafter referred to as “Port-Harcourt”), and
(ii) Strengthen the Federal Government’s capacity to reform the urban water supply and
sanitation sector and improve service delivery across the country. The project components are
described in Table 2.1 below, with details provided in Annex B2.
Table 2.1
Project Components [cost in million UA equivalents]
Component
1

2

Cost*

Water Supply 191.15
& Sanitation (113.73)
Infrastructure
in PortHarcourt
Institutional
13.24
support to
(8.32)
PHWC

Component description















Water supply system rehabilitation and expansion (using labour intensive
contracts to support local employment)
Environmental protection for the groundwater source
Public sanitation facilities
Pilot scheme for sewerage and solid wastes management/treatment
Technical Assistance for best practice management and operations: (i)
Support PHWC to set up and maintain all relevant management systems
and tools (business planning, asset management, customer databases,
billing & collection, customer care, demand management with universal
metering, MIS, etc.); (ii) Staff training (study tours and short courses).
Pro-poor service provision: (i) Social inclusion study for solutions to
cater for low income/vulnerable households; (ii) Establish pro-poor unit
in PHWC and develop tools for its operations; and (iii) Establish a social
connection fund to pre-finance connections to the system for the poor.
Commercial viability: (i) Tariff study and adoption for financial
sustainability; (ii) Consumer outreach to promote services offered and
water conservation; (iii) Establish/capacitate consumer associations; (iv)
An O&M subsidy whilst the customer base is being established.
Establishment of a PPP: PPP study and transaction support to outsource
operations of the water supply system, including outsourcing/delegated
management contracts for water kiosks.
Environmental protection: Water safety, CC and CV plans for PHWC.
Capacity development of key sector players: (i) Training of ministries/
agencies to ensure they play their role in overseeing service provision,
(ii) Capacity building of women/youth entrepreneurs in water kiosk
management and (iii) Youth & vendor employment support.

3

3

Hygiene,
Sanitation
and
Environment
in PortHarcourt

5.41
(4.44)

Hygiene and sanitation behavioural change: (i) Knowledge Attitudes and
Practices Study for hygiene, sanitation and SWM for more detailed/
qualitative baselines, and to define activities in more detail; (ii)
Development of Information, Education and Communication (IEC)
materials; (iii) Training of Trainers (teachers, community based
organisations) in hygiene and sanitation promotion; (iv) Environmental
sanitation/SWM promotion in schools and among residents for
groundwater protection and water conservation incl. reuse of waste
products; (vi) Capacity building of Local Governments, State Ministries
and Agencies to oversee hygiene, sanitation and SWM activities, and to
enforce environmental laws in the city.
Private Sector Participation & PPP: (i) Establish management contracts
for operation of the public sanitation facilities constructed, targeting
women/ youth entrepreneurs; and (ii) Support to establishment of supply
chain for sanitation products.
Sanitation & Waste Water Management Plan; (i) An integrated plan with
detailed designs/feasibility studies for on- & off-site sanitation, SWM
and flood control incl. infrastructure, institutional and cost recovery
mechanisms; (ii) Management support for the sewerage/SWM pilot to
inform scale up; and (iii) Resources mobilization to scale up the plan.







4

Urban Water
reform at
Federal Level

7.07
(3.3)

National Urban Water and Sanitation investment programme, including
national & state investment plans, targeted financing mechanisms and
preparation of two feasible/bankable projects.
Strengthening and scaling up sub-sector Performance Monitoring.
Capacity building of FMWR: (i) Sector coordination mechanisms (ii)
WSS public expenditure review & accounting standards for water boards;
and (iii) Support for vulnerable groups and gender mainstreaming.






5

Project
Management

8.69
(3.87)



Management and coordination; Monitoring and reporting; Audit;
Communication; ESMP monitoring; Annual and Mid Term review

* Cost in brackets is the AfDB-funded amount

2.2.

Technical solution retained and other alternatives explored

2.2.1
Various technical alternatives were considered for the project, taking into account
the available water resources, various technologies, investment and maintenance costs,
availability of spare parts, and staffing requirements. Ground water (through boreholes) is the
preferred source of water, as surface water is either heavily contaminated or far from the city,
making exploitation more costly. For sanitation, since there are no detailed studies, a stepped
approach was adopted comprising (i) construction in public places of on-site sanitation
facilities and a sewerage pilot scheme, (ii) development of detailed feasibility studies/designs
for a comprehensive sanitation and Waste Water Management plan and (iii) Resource
mobilisation to scale up the implementation of the sanitation and WWM plan. Solid wastes
management and drainage systems were considered, but due to high costs (lack of funds),
these were only retained for the protection of the well fields in Rumoula.
Table 2.2
Project alternatives considered and reasons for rejection
Alternative

Brief description

Reasons for rejection

Sewerage
system
Solid Wastes
and Drainage

Sewerage system for Port-Harcourt City,
connection of public sanitation facilities

 No sewerage network or detailed
studies, high costs
 Lack of detailed studies, high costs
and insufficient funds

Construction of sanitary landfills & drainage
channels; procurement of SWM equipment

4

2.3.

Project type

A project approach will be used as sector governance is deemed to be weak with
high fiduciary risk. The Bank’s intervention will support a gradual move to a sector-wide
program.

2.4.

Project cost and financing arrangements

2.4.1
The total project cost, net of taxes and duties, is estimated at UA 225.56 million
(USD 346.06 million), of which 70% is in foreign currency and 30% in local currency. The
cost is based on the technical design for the Port-Harcourt project dated June 2011 and
includes a physical contingency of 5% and an annual price contingency of 4% (or 10%
compounded based on 2% foreign inflation and 8% local inflation).
Table 2.3
Project cost estimates by component [amounts in million UA equivalents]
Components
For. currency Loc. currency Total Costs
costs
costs
1. Infrastructure
120.09
46.12
166.22
2. Institutional Support to PHWC
7.06
4.46
11.51
3. Hygiene, sanitation and environment
2.40
2.31
4.71
4. Urban Reform at Federal level
4.18
2.25
6.43
5. Project Management
3.10
4.65
7.74
Total base cost
136.83
59.78
196.61
Physical contingency
6.84
2.99
9.83
Price Contingency
13.39
5.74
19.13
Total project cost
157.06
68.51
225.56

%
foreign
72%
61%
51%
65%
40%
70%
70%
70%
70%

Note: Exchange rates are provided in the introduction of this report on page (i)

2.4.2 The project will be financed by AfDB, WB, RVSG and FMWR. Bank financing
amounts to UA 133.66 million, or 59% of the project, consisting of a UA 130.36 million
(USD 200 million) ADB loan for Port-Harcourt that FGN will on-lend to RVSG, and a UA
3.3 million ADF loan for the Federal component. The WB is providing a UA 59.97 million
(USD 92 million) IDA-Blend loan, planned for approval in April 2014. RVSG and FMWR
counterpart funds amount to UA 31.28 million in cash and UA 0.65 million in kind
respectively, or 14% of project costs. (Annex B2.3 provides additional information on
financing arrangements.)
2.4.3 In accordance with the Bank’s policy on expenditure eligibility for Bank Group
financing, the Nigerian Government contribution of less than 50% of the project cost takes
into account: (i) Nigeria’s commitment to implement its overall development program; (ii)
the financing allocated by Nigeria to the water and sanitation sector; and (iii) Nigeria’s
budget situation and debt level, as described in Annex B2.4.
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Sources of financing
Port-Harcourt
ADB Loan
WB Loan
Rivers State
Sub Total
Urban Reform - Federal
ADF Loan
WB Loan
FMWR
Sub Total
Total project cost

Table 2.4
Sources of financing [amounts in million UA equivalents]
For. currency costs Loc. currency costs
Total Costs
106.76
43.44
0.37
150.58

23.60
8.70
30.91
63.21

130.36
52.14
31.28
213.79

61%
24%
15%
100%

2.15
4.33
6.48
157.06

1.16
3.49
0.65
5.30
68.51

3.30
7.82
0.65
11.77
225.56

28%
66%
6%
100%

Table 2.5
Project cost by category of expenditure [amounts in million UA equivalents]
Categories of expenditure
For. currency costs Loc. currency costs
Total Cost
Works
115.52
43.98
159.50
Goods
0.13
1.28
1.41
Services Port-Harcourt
10.44
7.33
17.77
Services FMWR
5.89
4.82
10.70
Social Connection Fund
4.84
1.21
6.06
Compensation (ESMP/RAP)
1.17
1.17
Total base cost
136.83
59.78
196.61
Physical contingency
6.84
2.99
9.83
Price Contingency
13.39
5.74
19.13
Total project cost
157.06
68.51
225.56
Table 2.6
Expenditure schedule by component [amounts in million UA equivalents]
Components
2014
2015
2016
2017
2018
2019
1. Infrastructure
1.91
36.32
38.23
47.79
47.79
19.11
2. Institutional support to PHWC
2.65
3.31
3.31
2.65
1.32
3. Hygiene, sanitation & environment
1.08
1.35
1.35
1.08
0.54
4. Urban reform at Federal level
0.35
1.41
1.77
1.41
1.41
0.71
5. Project Management
0.43
2.17
2.17
1.74
1.30
0.87
Total project cost
2.70
43.64
46.83
55.60
54.24
22.56

2.5.

% total

% foreign
72%
9%
59%
55%
80%
0%
70%
70%
70%
70%

Total
191.15
13.24
5.41
7.07
8.69
225.56

Project’s target area and population

2.5.1 The main intervention of the project is in the city of Port-Harcourt in Rivers State.
The project was defined with the aim of covering the most densely populated areas with high
water and sanitation stress. The city’s current population of around 1.2 million is expected to
reach 1.5 million in 2019, of which 1.3 million (88%) will live in the project area (618,000 or
48% female). About half of the households (51.5%) are low income.
2.5.2 As a result of the project, Port-Harcourt citizens will benefit from improved water
supply including increased quantity, quality and service hours, which is expected to improve
their health and productivity. Residents will also gain better health from improved
environmental and sanitary conditions; especially those frequenting the market places and
motor parks. Furthermore, benefits include formal jobs due to scaled up services at PHWC
and private operators managing water kiosks and public sanitation facilities.
2.5.3 The Federal Urban Water Reform component will directly benefit the Federal
Ministry of Water Resources as they will be capacitated to better respond to WSS needs of
the States, which will indirectly benefit urban residents across the country.
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2.6. Participatory process for project identification, design & implementation
2.6.1 Stakeholder consultations including federal and state ministries, local government
officials, beneficiary community groups, water vendors, NGOs and development partners
were held during project identification, preparation, appraisal and the Environmental and
Social Impact Assessment. The discussions validated the technical design prepared for the
Port-Harcourt project in June 2011, and identified areas needing further analysis (socioeconomic analysis, information on the water source and optimization of the technical design).
As a result a Design Review is being undertaken, funded by RVSG, which in addition to the
reform described in 1.2.3 is evidence of their ownership of the project.
2.6.2 During public consultations and stakeholder workshops, residents rated the lack of
sanitary facilities and poor environmental sanitation at least as serious as the lack of safe
water. This, and in line with AfDB IWRM policy, led to the inclusion of sanitation in the
project, while the original scope based on the RVSG request only covered water supply. The
institutional support components are well informed by the outcome of the consultations, e.g.
the pro-poor activities and the broad hygiene and sanitation promotion activities.
Furthermore, the implementation arrangements encompass technical support and a consumer
outreach and communication strategy for continued consultations during implementation.

2.7.

Bank Group experience, lessons reflected in project design

Lessons learned from the Bank’s past and current water and sanitation projects
(including the Multi-State Water Supply Project) are described in Annex B1. The main
lessons applied to the project are: (i) Engagement on political level throughout project
development and implementation to ensure buy-in from decision-makers and to avoid delays
and policy reversal. Since project inception, the Bank has engaged actively with the Federal
Ministry of Water Resources and the Ministry of Water Resources and Rural Development in
Rivers State to understand their priorities, and has continued to build on the relationship with
the Federal Ministry of Finance; (ii) Speeding up project start-up activities, especially loan
signature and fulfilment of conditions for effectiveness and first disbursement, by
strengthening the Bank’s Nigeria Country Office with a WSS expert to improve the
performance of the water portfolio, and by using Advance Contracting for procurement of the
PIU consultants and; (iii) The importance of holistic project design, not only supporting the
States (where the responsibility for service provision lies) but also engaging with the Federal
government on strategic interventions with potential for catalytic impact across the country;
and not only focusing on infrastructure, but broader sustainability of service provision
(institutional, commercial/financial, environmental); and (iv) Service provision to low income
households and marginalised groups is often neglected in urban WSS, and requires targeted
measures and delivery mechanisms to facilitate their access to the services. Such measures
include a social connection fund to pre-finance water connection fees, and a high number of
water kiosks to provide access to those who cannot afford a household connection.

2.8.

Key performance indicators

2.8.1 Achievement of the expected project results will be demonstrated by the key
performance indicators described in the results-based logical framework, as well as interim
and process indicators provided in Annex B9. The project outcomes include: (i) increased
access by residents to clean water and public sanitation; (ii) Quality of service provision (i.e.
water quality standards, customer satisfaction, cost coverage); (iii) Improved hygienic
practices amongst residents (hand washing at critical times, households practising safe solid
wastes disposal); and (iv) States effectively supported by FMWR to reform UWSS service
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provision. The key outputs include: (i) kilometres of distribution network rehabilitated and
constructed; (ii) number of new household connections; (iii) number of gender segregated
toilet compartments; (iii) Management contracts established; and (iv) Climate resilient
infrastructure constructed. The indicators have been aligned between AfDB and the WB.
2.8.2 The Implementing Agencies will monitor the performance indicators as described in
Section 4.2 and Annex B9. The M&E Specialists in the PIUs are responsible for the project
M&E framework and data collection, including baseline, impact and other relevant studies to
be carried out as required to inform the project progress. The M&E framework will be
implemented in collaboration with stakeholders, especially Rivers State Government and
NGOs/CBOs. The M&E specialists will also strengthen internal monitoring systems of the
Implementation Agencies to facilitate post-project implementation monitoring.

III.

PROJECT FEASIBILITY

3.1.

Economic and financial performance of Port-Harcourt components
Table 3.1
Key economic and financial figures (detailed calculations are available in Annex B7)
FIRR, Financial NPV (base case):

N/A

EIRR, NPV (base case):

30%, Naira 61,104 million @ 12% discount rate

3.1.1 The economic and financial analysis was carried out for the project components in
Port-Harcourt (the Federal component was excluded as it is development policy support). The
financial analysis undertaken for PHWC operations concluded that the project is not viable
when full cost recovery is considered, as this would require tariffs at levels that are not
affordable in the current social context. In accordance with the On-lending Policy of the Bank
that allows concessional on-lending for projects in basic infrastructure sectors, the AfDB loan
proceeds will therefore be provided to PHWC on a grant basis by RVSG, which will repay
the loan to FGN. Under this arrangement, PHWC will be responsible for ensuring full O&M
cost recovery (covering O&M and reinvestment costs) of the system.
3.1.2 As per the financial analysis provided in Annex B7, a tariff of Naira 120/m3 (USD
0.8/m3), accompanied by an O&M subsidy provided by the project during the three years
customers are being connected, would allow PHWC to generate the positive cash flows
required for financially sustainable operations. This tariff is deemed reasonable compared to
tariffs in other States and countries, and is affordable considering the average cost of Naira
900/m3 Port-Harcourt citizens currently pay to obtain domestic water from alternative
sources. During project implementation, a more detailed tariff study will be undertaken to
establish tariff structures (such as linear vs. block rates, and differentiated tariffs for different
consumer groups) to facilitate social inclusion and maximize cost coverage.
3.1.3 The economic analysis assessed the net worth of the project in terms of the economic
value of water consumed, and the health benefits resulting from the provision of safe water
and sanitation. The economic rate of return of 30% is significantly higher than the 12%
opportunity cost. Furthermore, the stakeholder analysis confirmed that the benefits mainly
accrue to the users of the utility, who are the project’s main economic beneficiaries.
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3.2.

Environmental and Social impacts

Environment
3.2.1 The project is classified as Category 1 according to the Bank’s Environmental and
Social Assessment Procedures (ESAP) since it is a large scale urban water supply project and
is likely to lead to displacement of more than 200 persons. Accordingly a full Environmental
and Social Impact Assessment (ESIA) was prepared for the Port-Harcourt components, as
well as an Environmental and Social Management Plan (ESMP) and the Resettlement and
Compensation Plan (RAP). The ESIA and RAP summary was disclosed on 17th July 2013
according to the Bank’s requirements.
3.2.2
Potentially significant negative impacts are the siting of transmission main
alignments and the distribution network that traverse urban wards where some sections are
densely populated and with intensive urban activities. This is likely to result in physical and
economic displacement of persons (see section 3.2.15). Other potential negative impacts are
(i) construction related impacts such as dust, noise, solid waste, traffic, access blocking and
hazards to community; (ii) damage to other utility lines incurring service interruptions; (iii)
disruption of socio-economic activities; and (iv) workers’ health and safety.
3.2.3
The positive impacts include (i) provision of safe water supply; (ii) reduction of
pollution by the design of appropriate sanitation facilities; (iii) improved climate resilience of
drinking water supplies in Port-Harcourt by encouraging water use efficiency and water
conservation; (iv) rehabilitation of infrastructure including new transmission and distribution
lines to ensure more reliable water supply and limit water losses; (v) provision of new pumps
and electro-mechanical equipment that will reduce energy consumption; (vi) strengthening
and increasing storage capacity; (vii) reforming the water utility management including
introduction of tariff scheme leading to more sustainable supplies.
3.2.4
Adequate measures for mitigating the negative environmental impacts have been
identified and described in the ESMP. They include (i) health and safety management of
excavations and trenches (ii) compensation packages for project affected persons; (iii) aquifer
monitoring and development of water safety plans; (iv) inclusion of the necessary
environmental clauses in project tender & construction contract documents to ensure the
implementation of the ESMP (vii) independent environmental supervision by the PIU during
project implementation. The total ESMP implementation cost is USD 1,578,805.
Climate Change
3.2.5
In addition to measures noted in 3.2.3 and 3.2.4, the project ensures climate
resilience in Port-Harcourt by: (a) Climate Change & Climate Variability adaptation plans for
PHWC; (b) Sensitization of residents in building good toilets with septic tanks, and
supporting environmental and municipal authorities to enforce that septic tanks built have
appropriate design and conform with standards; (c) Promotion of clean and hygienic
environment, including handling and disposal of solid wastes and integrating reuse of wastes;
(d) a comprehensive Sanitation and Waste Water Management plan, and feasibility studies
for sewerage, solid wastes management and flood control projects; and (e) in preparation for
scaling up, support will be provided for the environmentally safe management of wastes from
the public sanitation facilities constructed, and a pilot sewerage system will be carried out.
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3.2.6
On Federal Level, the project will promote and integrate green growth measures in
the National Urban WSS Investment Plan.
Gender
3.2.7
Consultations with women groups and other stakeholders brought out the gender
characteristics and opportunities related to the project: Women do most of the water
collection and their lives and income-generating opportunities are profoundly restricted by
inadequate access to water and dependent on the technology used. Reliable provision of the
needed quantity and quality water will lessen women’s workload and facilitate their
economic activities. The provision of water and sanitation in the market places will benefit
women whose businesses there will be energized as they have access to secure and culturally
acceptable sanitation facilities. Furthermore, the project specifically targets women for the
management of the water kiosks and public sanitation facilities put in place, which is likely to
benefit some of the 35% of households that are female-headed.
3.2.8 Whilst both men and women are involved in community and household decision
making, men primarily take decisions on security and maintenance of the systems while
women primarily decide on water handling and knowledge-related issues like hygiene
promotion and sensitization of youth. The project will build on the existing decision making
roles as part of the promotional activities to change health and hygiene behaviour. The high
level of adult literacy among women and men in the project area creates a fertile setting to
increase community involvement and hygiene awareness among youth and children;
campaign material will be prepared taking this into consideration. Activities will be carried
out in accordance with the Rivers State Water Sector Development Law (2012) regarding
equal gender representations in decision making, whilst also taking into account gender
roles.
3.2.9 To support the Management of PHWC on the socio-cultural and gender aspects, a
gender-responsive social marketing plan will be developed. Progress in this area will be
monitored through the gender disaggregated MIS (see indicators in Annex B9).
Social
3.2.10 Appendix 1b and Annex B8 detail the current gender and social situation in the
project area. Residents expressed the need for good water quality at an affordable price, as
the lack of safe quality of water and proper sanitation facilities has resulted in a major health
hazard; 90% of the disease cases reported in Port-Harcourt in 2010 are water and sanitation
related, with 11,556 dysentery, 430 typhoid and 48 cholera cases. Malaria and diarrhoea are
estimated to affect 75% and 35% respectively of the population. With the new water system,
the current unprotected sources will no longer be used. Provision of sanitation facilitates in
market places and motor parks, and hygiene and sanitation promotion is expected to further
reduce diseases, which will be measured by the “under-5 mortality rate,” as 90% of these
deaths are caused by water-related diseases in developing countries (UN Water 2008). The
system will also benefit children, as school drop-out and absenteeism are currently high due
to domestic activities and selling water, for girls and boys respectively. The new system will
reduce the work load and allow the children to attend school.
3.2.11 With a poverty rate of 51.5%, residents spend up to 30% of their household
expenditure on water. To ensure social inclusion, delivery mechanisms include a significant
number of yard taps (around 35,000) and public kiosks (around 1420) to cater for low income
residents. The Design Review emphasizes community involvement in the design (location,
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layout) of the water kiosks to ensure user needs are incorporated, thereby building ownership.
To further facilitate access to the system by low income families, a revolving social
connection fund will be established to pre-finance the connection fee for those who can pay
regular monthly water bills but cannot afford to pay the connection fee upfront. The
beneficiaries shall reimburse PHWC through instalment payments made along with their
water bills over a period of 1 to 2 years. To safeguard vulnerable groups (persons with
HIV/AIDs, female headed households, households headed by elders) beyond the project, a
pro-poor unit will be established within PHWC.
3.2.12 The project contributes to employment by: (i) Providing vocational training for the
water vendors, as their source of income will be threatened, allowing them to more readily
seize other employment opportunities; and (ii) Enhancing youth employment opportunities in
Rivers State through a fresh graduate attachment scheme to project-hired
consultants/contractors, and special clauses in construction contracts for local hiring for
labour intensive activities (e.g., digging of trenches). Training and employment will be
monitored through the gender disaggregated project M&E system.
Involuntary resettlement
3.2.13 The ESIA identified that 248 owners of assets will be affected by the project.
Among these Project Affected Persons (PAPs) 130 (or 52.5 %) are female and 118 are male.
Of the PAPs, 50 have been identified as vulnerable (female-headed households, households
headed by elders, and persons living on less than USD 1 per day). The assets to be lost
include land (one person), fences, balconies and pavements. Apart from these assets lost,
some PAPs will suffer some income losses as most of them are traders along the Right of
Way. In addition, some will lose income due to inaccessibility of their shops for the time
when the civil works are being done. To this end, a full RAP was conducted and its
implementation is estimated to cost USD 343,220 (which is included in the ESMP cost
mentioned above in 3.2.4).

IV

IMPLEMENTATION

4.1.

Implementation arrangements

4.1.1
The Federal Government of Nigeria (FGN) will be the Borrower and will ensure the
fulfilment of the loan conditions. Two Implementing Agencies (IAs) will be used for the
project, one in Rivers State for the Port-Harcourt WSS components, and the other at the
Federal Ministry of Water Resources (FMWR) in Abuja, recognizing the project is
supporting two independently managed on-going reforms on State and Federal level. Each IA
shall report its progress to the Federal Ministry of Finance (who is coordinating the loans)
and to the Bank, with a copy to FMWR.
Implementing Agencies
4.1.2 Port-Harcourt WSS: The newly created Port-Harcourt Water Corporation (PHWC)
will be the Implementing Agency for the project components relating to Port-Harcourt WSS.
PHWC is responsible for providing safe, adequate and affordable water supply services as
well as wastewater and sewerage management services to the residents of Port-Harcourt. It is
currently being operationalized, with Management positions on track to be filled By June and
additional positions by October 2014. Its project implementation capacity is therefore not yet
adequate and the capacity of the staff to be recruited is unknown. A multi-disciplinary Project
11

Implementation Unit (PIU) will therefore be established within PHWC and will be
responsible for implementation of the project, including technical, financial and
administrative aspects, coordinating with all relevant stakeholders. A Consulting firm will be
recruited to form the core of the PIU consisting of nine experts. The PIU will also include
staff from PHWC and key ministries whose project management and technical skills will be
enhanced during the project. The PIU consultancy contract will be for a period of two years,
during which the consultancy firm will build the required capacity for PHWC to manage the
project. After the two years, the need for any further consultancy support shall be assessed. A
Project Implementation Manual (PIM) will be prepared to ensure the project is implemented
in line with AfDB and WB fiduciary requirements. A steering committee with broad
stakeholder representation will be established and chaired by MWRRD (see Annex B3).
4.1.3 Federal Level: For the Urban Water Reform component, the Federal Ministry of
Water Resources (FMWR) will be the Implementing Agency, and implementation will be
managed by the PIU already established under the Ministry’s Water Sector Reform & PPP
Unit. This FPIU is currently used for WB, AFD and AfDB-funded projects, and has all the
relevant fiduciary systems in place; however a social expert and a communications officer
will be added to the PIU. Oversight of the component will be provided by the Reform
Steering Committee which is being established by FMWR in 2014.
4.1.4 Financing arrangements: AfDB and the WB will finance the project through a parallel
financing arrangement, with the Nigerian counterpart funds allocated to the respective Banks’
contributions. The two Banks will share the use of the two PIUs, with AfDB financing the
PHWC/PIU and the WB financing the FPIU. Procurement packages have been structured to
minimize dependencies between the Banks, and the only direct dependency AfDB has on the
WB is their financing of the FPIU.
Procurement Arrangements
4.1.5 The gradual use of Nigeria’s country procurement system for the project
implementation was considered as described in Annex B5. However, Nigeria’s public
procurement system is deemed to be of moderately high procurement risk; hence, the Bank
will continue to dialogue with the Government on improving the deficiencies identified.
Procurement of goods, works and acquisition of consulting services financed by the Bank
will be in accordance with the Bank's Rules and Procedures. The relevant Bank Standard
Bidding Documents (SBD) shall be used, with the exception of NCB procurements, for
which the national SBD will be used.
4.1.6 As required by the Bank’s Rules, the Procurement Plan will be the basic planning tool
for project implementation. For each contract to be financed by proceeds of the loans, the
appropriate procurement methods will be determined periodically in line with the
procurement thresholds and included in the revised Procurement Plan. The summary
procurement plan for the first 18 months of the project is available in Annex B5. The plan
will be updated annually or as required, and posted on the Bank’s external website.
4.1.7 The IAs’ procurement capacities have been assessed. On Federal level, the FPIU has
adequate capacity and systems to handle the component. In Rivers State, PHWC being a
‘greenfield’ poses a high risk, but the potential to establish a well-functioning procurement
system within the Corporation is equally high. Implementation of the procurement capacity
mitigation plan provided in Annex B5, including recruitment of an experienced procurement
specialist as part of the PIU and robust post review of contracts, will reduce the risk rating to
low. To facilitate the rapid start-up of the Port-Harcourt components, Advance Contracting
will be used for recruitment of the PIU consulting firm (draft TORs in Annex C1).
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Disbursement Arrangements
4.1.8 The Project will have access to four disbursement methods: Special account, direct
payment, reimbursement and reimbursement guarantee as prescribed in the Bank’s
Disbursement Handbook. Each of the FPIU and PHWC/PIU will open a USD and Naira
denominated Special Account in commercial banks acceptable to the Bank. Disbursement to
contractors, suppliers and consultants will be by direct payment or reimbursement guarantee.
Small contracts of values up to UA 20,000 may be paid from the special account.
Financial Management and Audit Arrangements
4.1.9 PHWC and the FMWR are responsible for the Financial Management (FM) of the
project components they will manage respectively: (i) In Port-Harcourt, the PHWC/PIU,
which includes an FM Specialist among its core staff, will set up the appropriate FM systems
for the project. The FM Specialist will be assisted by two Assistant Accountants who will be
full time staff of PHWC in order to promote knowledge transfer from the PIU/consulting firm
when the PIU is eventually disbanded. In addition, the Internal Auditor of PHWC will cover
the project activities as part of his/her work program. A detailed FM manual will be
developed as an annex to the PIM. (ii) The FMWR’s FPIU, on the other hand, has adequate
capacity and proper accounting system to handle the financial management of the Federal
component. The two PIUs will produce quarterly interim financial reports covering their
respective components, as well as the related annual financial statements.
4.1.10 The FPIU and the PHWC/PIU will submit separate audit reports covering their
respective project components. The FMWR and PHWC, in conjunction with the Office of the
Auditor General of the Federation and the Office of the Auditor General for Rivers State
respectively, will hire qualified independent external auditors, based on TORs acceptable to
the Bank. The audits will include all project related activities (segregated by source of
funding: AfDB, WB and government counterpart) and will be conducted in accordance with
International Standards on Auditing (ISA). The auditors’ reports on the annual project
accounts, along with the supporting management letters, will be submitted to the Bank within
six months of the end of each fiscal year. The residual FM risk for the project as a whole is
assessed as Moderate.

4.2.

Monitoring

Joint AfDB/WB supervision missions will be undertaken twice per year, and the Bank
will undertake desk supervision quarterly, providing feedback and following up on progress
reports (including progress on the ESMP). A Mid-Term Review will be undertaken during
the third year of implementation.
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Timeframe
March 2014
Sept. 2014
Oct. 2014
May 2015
Sept. 2015
Sept. 2015
Nov. 2015
Aug. 2017
Aug. 2019
Sept. 2019
Oct 2019+

4.3.

Milestone
AfDB Board of Directors
Loan effectiveness
PIU Consultant engaged
TA/Transaction Advisory
consultants engaged
Start of construction works
Hygiene and sanitation
NGOs/consultants engaged
Pro-poor and community outreach
NGOs/consultants engaged
Mid-term review
Project completion
Project completion report
PHWC regular reporting

Monitoring process / feedback loop
Loan Approval
Launching mission; Loan conditions approved by the Bank
Procurement & contract documents; Bank’s “No objection”
Procurement & contract documents; Bank’s “No objection”
Bidding & contract documents; Bank’s “No objection”;
Monthly construction supervision reports; Bank’s comments
on the annual and quarterly reports; Supervision missions
Procurement & contract documents; Bank’s “No objection”
Procurement & contract documents; Bank’s “No objection”
Assessment of progress/performance, restructuring if needed
Commissioning of works
Project completion mission
Post-implementation monitoring / public & annual reports

Governance

4.3.1 Successful implementation of the project requires good governance at Federal, State
and Implementing Agency level. Despite progress made in governance (see Annexes B4 &
B5), Nigeria ranks 43rd out of 52 countries in the 2012 Ibrahim Index of African Governance,
and 139th out of 174 in Transparency International’s 2012 Corruption Perception Index (a
relative worsening compared to 2010).
4.3.2 For Port-Harcourt, three issues may be highlighted: (i) The need for responsiveness,
transparency, accountability and efficient use of the project resources, especially in relation to
procurement. Considering PHWC and RVSG have inadequate experience in managing
donor-funded projects, a firm will be recruited for the PIU (funded by AfDB) to bring the
skills required, and given appropriate autonomy to focus on project implementation; (ii) To
counter the perception of corruption, the project has incorporated extensive citizen outreach
activities to ensure their participation in all stages of the project (Design Review, Steering
Committee, and monitoring) thereby empowering the beneficiaries to contribute to decisions
that affect their well-being and the realization of the project objectives; and (iii) Recognizing
that governance of the WSS system goes beyond the Utility, the project is anchored in the
broader sector reform and aligned with related reform activities such as the establishment of
the water sector regulatory agency that will monitor service standards of PHWC.
4.3.3 On the Federal level, project governance is not so much about fiduciary risk (as the
PIU has a good track record), but rather ensuring value for money of the support provided.
This requires a complement of technical skills, and the PIU will be staffed with the relevant
skills-mix. The project interventions will contribute to improve sector governance, increasing
transparency in decision making such as investment allocation.
4.3.4 AfDB will ensure the PIUs are sensitized on Bank requirements and guidelines during
project start-up. Supervision missions and audits, with close follow-up by ORNG, will
monitor adherence to standards and procedures to ensure value-for-money is achieved.
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4.4.

Sustainability

4.4.1 The on-going water sector reform in Rivers State has brought about institutional
changes that are essential for the viability of the project investment in terms of regulation and
sector oversight, and autonomy of the water utility. Considering the poor performance of the
defunct water board (the predecessor of PHWC), PHWC offers an opportunity to put in place
the necessary maintenance systems right from the start. The project includes a broad range of
measures to ensure sustainability of the services provided, covering environmental, technical,
financial and institutional aspects: (i) Environmental resilience include water source
protection, promotion of efficient water usage, and reduced pollution through improved
sanitation; (ii) The design of the water scheme will be optimised during the Design Review
for low cost maintenance and energy efficiency; (iii) Private Sector Participation in the form
of PPPs for the operation of the water supply system, and small scale Management Contracts
for public water points and sanitation facilities will be established in time for the
commissioning to ensure performance-based management from the start; (iv) Social
inclusion, facilitating broad access to the system, includes pro-poor measures like the social
connection fund to maximise the number of connections to the system, essential for
commercial viability; and (v) Financial sustainability of operations will be achieved by the
introduction of tariffs that are have been assessed to be affordable whilst ensuring sufficient
cost recovery (see section 3.1.2), accompanied by outreach campaigns for consumer buy-in.
4.4.2 On the Federal level, the proposed policy support represents a critical building block
for reforming the urban WSS sub-sector. Project activities have been defined to not only
deliver recommendations that will facilitate the reform and decision making, but to also
integrated them in FMWR operations through the implementation of tools, mechanisms and
on-the job training to bring about the intended lasting benefits beyond the project.

4.5.

Risk management
The following risks shall be monitored and mitigated to the extent possible.

RISK

MITIGATING MEASURES

1. Delays in loan signature/effectiveness,
based on experience from past projects.

Strengthened dialogue with the FGN. Undertaking start-up
activities and mobilising partners whilst awaiting Board approval.

2. Policy reversal due to changes in
political leadership and pressure on tariffs,
staff appointment, and contract awards.

Building awareness/momentum amongst stakeholders. Loan
conditions for implementing tariffs and PPP arrangements. A PIU
with appropriate autonomy. AfDB “no objections” for contracts.

3. Weak initial implementation capacity
of PHWC whilst newly recruited staff is
coming on board.

Rivers State fast tracking the staffing of PHWC and Advance
contracting of the PIU consulting firm. A detailed Project
Implementation Manual to be developed during project start-up.

4. Customer resistance to pay tariffs for
the new water services, as services by the
water utility were free in the past.

Willingness to pay and financial analysis indicate viable tariffs
can be set at around N120/m3 (well below the average coping
costs of N900/m3). Extensive social marketing to be undertaken
on how tariff s are essential for the sustainability of the services.

5. Ability to safely evacuate additional
water introduced in Port-Harcourt.

Awareness raising in wastes minimisation and enforcement of
laws for establishment/use of septic tanks. Implementing a
sewerage pilot, and development of a Sanitation and WWM plan
for scaling up.
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4.6.

Knowledge building

4.6.1 Various project components are geared to improve operational and management
performance of PHWC, in partnership with the private sector. This includes putting in place
management systems and performance incentives (replicable in other Nigerian States and
countries), and building the utility’s capacity to undertake future expansion and continuous
improvement projects. The project will also support PHWC in generating regular public
reports on its operations to guarantee the public’s right to information beyond the project.
4.6.2 The project will create public knowledge and awareness for lifelong changes of
attitudes and behaviour, mainly regarding the importance of paying for the WSS services,
consumer rights, personal hygiene, climate change adaptation, and environmental health. It
will also engage schools in raising awareness which will benefit the future generations.
4.6.3 The project will allow the Bank to prepare case studies for dissemination within and
outside the Bank on best practice for: (i) A holistic approach to sustainable service delivery,
integrating technical optimization, environmental protection and institutional reform; (ii) Propoor approaches to service delivery, which will include lessons from the AfDB project in
Zaria city/Kaduna State; (iii) PSP in turning around utility performance, which will include
lessons from AfDB’s earlier intervention in Calabar/Cross-River State; and (iv) Sector
investment planning and coordination on national level.

V

LEGAL INSTRUMENTS AND AUTHORITY

5.1.

Legal instruments

The project will be financed by an ADB Enhanced Variable Spread Loan and an ADF loan.

5.2.

Conditions associated with Bank’s intervention

5.2.1

Conditions Precedent to Entry into Force

The ADB/ADF Loan Agreements will enter into force upon fulfillment by the Borrower of
the provisions of Section 12.01 of the General Conditions Applicable to Loan Agreements
and Guarantee Agreements of the ADB/ADF, respectively.
5.2.2

Conditions Precedent to First Disbursement

The obligations of the Bank/Fund to make the first disbursement of the ADB/ADF Loans
shall be conditional upon their entry into force and fulfillment by the Borrower/Recipient of
the following conditions:
For the ADB Loan:

(i)

Provide evidence of the opening by the Port-Harcourt Water Corporation
(PHWC) of a foreign currency Special Account for the project in a bank
acceptable to the Bank for the deposit of the proceeds of the Loan;

(ii)

Provide evidence of recruitment of a Consultancy Firm, for a period of two
years, to act as the Project Implementation Unit (PIU), whose Terms of
Reference are acceptable to the Bank; and
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(iii) Provide evidence of having signed: (a) an on-lending agreement between the
Borrower and Rivers State Government (RVSG) in which the Borrower
transfers the entire proceeds of the Loan to RVSG on terms and conditions
acceptable to the Bank; and (b) an implementation agreement between RVSG
and PHWC, in which RVSG agrees to transfer the entire proceeds of the Loan
on a grant basis to PHWC.
For the ADF Loan:

(iv) Provide evidence of the opening by the Federal Ministry of Water Resources
(FMWR) of a foreign currency Special Account for the project in a bank
acceptable to the Fund for the deposit of the proceeds of the Loan.
5.2.3

Other Conditions [ADB Loan only]

The Borrower shall fulfill the following conditions:
(i)

Provide by November 2014, evidence of the recruitment of the following
PHWC staff: the Managing Director; Water Operations Manager; Commercial
Manager; Projects & Planning Manager; and Finance & Administration
Manager; Internal Auditor; and Environmental and Social Specialist;

(ii) Provide by November 2014, evidence that a Project Implementation Manual,
including detailed Procurement and Financial Management sections, has been
prepared and a project accounting system established;
(iii)

Provide prior to commencement of works: (a) the Works Schedule and
Compensation Payment Schedule detailing each section or lot of the Project;
and (b) evidence of compensation of all Project Affected Persons (PAPs) of
any section or lot of the pipe network under the Project prior to
commencement of works on the related section or lot;

(iv) Provide by May 2016, evidence that RVSG has adopted tariffs for the water
services provided by PHWC; and
(v)

5.2.4

Provide by May 2017, evidence that RVSG has implemented Private Public
Partnership (PPP) arrangements for the operations of the water supply system.

Undertakings

Under the ADB and the ADF Loan Agreements, the Borrower undertakes and agrees to:
For the ADB Loan:

(i)

Carry out, and cause its contractors to carry out, the Project in accordance
with: (a) Bank’s rules and procedures, in particular Bank’s Involuntary
Resettlement Policy; (b) national legislation; and (c) the recommendations,
requirements and procedures set forth in the Environmental and Social
Management Plan (ESMP) prepared for the Project; and

(ii)

Report on the implementation of the Environment and Social Management
Plan, on a quarterly basis, in a form acceptable to the Bank.
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For the ADF Loan:

(iii) Obtain prior written approval of the Fund for any staff changes to the Project
Coordinator and the Bank Focal Point positions.

5.3.

Compliance with Bank Policies
The project complies with all applicable Bank policies.

VI.

RECOMMENDATION

Management recommends that: (i) the Board of Directors of the Bank approves the
proposed ADB Loan of USD 200 million (approximately UA 130.36 million); and (ii) the
Board of Directors of the Fund approves the proposed ADF loan of UA 3.3 million; to the
Federal Republic of Nigeria, for the purposes and subject to the conditions stipulated in this
report.
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Appendix I (b)
Socio-economic status of Port-Harcourt & Obio/Akpor
Area and location

Port-Harcourt city (Port-Harcourt & Obio/Akpor LGAs) cover 32,781 Hectares, and the project covers 13,720
Ha (42%)

Population details

In 2006, Port-Harcourt city had a population of 1 million, made up as follows: Port-Harcourt LGA population
was 538,558 being 280,703 male and 257,855 female while Obio/Akpor LGA had total of 462,350 with the
male accounting for 238,951 and the female at 223,399. (2006 census). Population for other years mentioned in
this report is based on this census as extrapolated based on population growth. By 2019, the expected total
population of Port-Harcourt and Obio/Akpor is expected to reach 1.5 million people, of which 1.3 (88%) are
expected to live in the densely populated project area.

Population density

Port-Harcourt & Obio/Akpor 3,050 (2006).

Population Growth

3.4%

Life Expectancy

45 years

Average size of
household

6-7 persons

Major feature

Influx of young people in search of economic opportunities in oil-related activities.

Education

Adult literacy rate in any language stood at 83%, higher for males (89%) than females (76%). Primary school
net enrolment rate was 76% for both male and female, and secondary school 60%, (59% males and 61%
females). (RS Core Welfare Indicators Report, Ministry of Budget and Economic Planning , 2006)

Female headed
households

34.5% in Port Harcourt/Obio Akpor (RS Core welfare Indicators Report, 2006)

Household Income

51.5% of the households in the project area are considered to be poor (Nigeria Poverty Profile 2010). The
Policy Issues Report for the Port-Harcourt Water Supply Project Design (24 March 2011) indicted that low
income households spend up to 30% of income on buying water.

Health

Health facilities: Port-Harcourt LGA has 16 public health facilities; Obio/Akpor LGA has 23. (LGA
Information Booklet, 2011)
Health facilities reported that over 90% are water and sanitation related (diarrheal) in Port-Harcourt and
Obio/Akpor. Number of cases for dysentery were 5680, 5876 for Port-Harcourt and Obio/Akpor respectively in
2010. HIV/AIDS is high in the project areas (Rivers State 2012 Statistical Year Book).

Setup (administrative)

Local Governments of Port-Harcourt and Obio/Akpor. Community Development Councils.

Access to Water

68% of the population in the project area buy their water for domestic uses from vendors. 28% obtain their
water from private boreholes and wells and incur costs for the investment, maintenance and spare parts,
pumping (mainly with diesel), and in some cases treating the water. Around 4% obtain their domestic water
from nearby streams/rivers. Most of boreholes/wells are adjacent to septic tanks. (ESIA 2013)

Access to Sanitation

Most households in Port-Harcourt and Obio/Akpor are served by toilets with onsite septic tanks or household
pit latrines, while most public centres such as markets and lorry parks lack basic sanitary facilities.
Port-Harcourt is serviced by a total of 23 daily markets and one weekly market with very few having a
sanitation facilities. (Ministry of Environment and Natural Resources, 2002).

Gender Equality

Women do most water collection in low-income urban areas. The 2008 NDHS shows that 26% of adult females
collect drinking water more than adult male counterparts at 21%. Women’s lives and income-generating
opportunities are profoundly shaped by inadequate access to water. Technology used determines to a large
extent women’s involvement in productive activities, for instance household connection provide an opportunity
to manage time and reduce burden than providing water through Kiosks or public stand pipes.

Decision Making

Overall involvement in household decision making was 65% (male 67% and female 62%). (Rivers State
Welfare Indicators Report, Ministry of Budget and Economic Planning , 2006)

Water/Gender
legislation

Principles in the Water Sector Development Law, 2012: (i) equal gender representation in all water and
sanitation decision making at the state, local, and community levels; (ii) in the composition of the governing
board in the appointment of members, the Govern shall take into consideration representations.

Appendix II
Table of ADB’s portfolio in Nigeria

List of projects (loans and grants) by Sector, including those that are not yet disbursement effective, December 2013.
Sub-Sector

Number of PP/ PPP
Projects

AGRICULTURE

IP

DO

PPR

Date approved

4

Net Amount
approved (UA)

96,900,000

Share of
Portfolio

Amount
disbursed (UA)

Disbur'tRate

Ave Annual
disbur't in
(UA)

Ave annual %
Disb rate

6.4

47,438,411

49.0%

7,412,252

15.6%

National Fadama Development Project (NFDP)

2.14

2.75

2.28

12/10/2003

22,000,000.00

9.1

19,658,135

89.4%

2,160,235

10.0%

Community based - Agricultural & Rural Development Project
(CBARDP)
Support to the National Program for Food Security (SNPFS)

2.36

2.67

2.22

9/11/2003

13,000,000.00

9.4

12,326,441

94.8%

1,311,324

10.0%

2.43

2.75

2.50

10/18/2006

22,000,000.00

6.3

11,416,421

51.9%

1,812,130

15.0%

3/18/2009

39,900,000.00

0.9

4,037,414

10.1%

399,744

0.9%

4.0

247,614,807

34.1%

136,246,747

55.0%

10/10/2007

51,000,000.00

5.3

10,541,889

20.7%

1,989,036

18.0%

9/2/2009

50,000,000.00

3.4

220,177

0.4%

64,758

0.3%

CGIAR: SUPPORT TO AGRICULTURAL RESEARCH FOR
DEVELOPMENT OF STRATEGIC CROPS IN AFRICA (SARD-SC)
INFRASTRUCTURE
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Rural Water Supply & Sanitation Sub-Programmes (RWSS)

726,440,000
PPP

2.08

1.75

2.00

11%

Ave Age
(years)

80%

URBAN WATER SUPPLY AND SANITATION PROJECT FOR OYO
AND TARABA STATES (UWSSP)
ZARIA WATER SUPPLY AND SANITATION PROJECT (ZWSSP)

*
*

2/8/2012

63,920,000.00

1.0

ECONOMIC AND POWER SECTOR REFORM PROGRAM (EPSERP)

*

10/28/2009

100,000,000.00

3.2

TRANSPORT SECTOR AND ECONOMIC GOVERNANCE (TSERP) N

*

27/05/2013

195,050,000.00

Rural Access and Mobility Project (RAMP)

*

2.57

3.00

2.67

7/18/2007

35,270,000.00

5.5

Capacity Building for PPP in Infrastructure Project

*

2.57

3.00

2.67

3/13/2011

21,800,000.00

1.9

PPP

2.1

2.0

2.1

4/27/2005

4,600,000.00

7.7

2,124,292.0

46.2%

275,882.1

12.0%

PPP

2.1

3.0

2.3

11/25/2008

188,640,000.00

4.2

47,299,925.7

25.0%

11,261,887.1

23.0%

PPP

2.1

3.0

2.3

11/25/2008

16,160,000.00

4.2

504,765.3

3.1%

120,182.1

0.2%

PPP

2.1

2.3

2.2

9/29/2004

10,000,000.00

PPP

2.08

3.00

2.25

7/27/2005

30,000,000.00

2.2

3.0

2.4

3/18/2009

12,000,000.00

2.3

3.0

2.4

12/12/2008

30,000,000.00

Capacity Building Programme for the Supervision of Aviation
Safety in West & Central Africa (COSCAP)
TRANSPORT FACILITATION
PROGRAMME FOR THE BAMENDA-MAMFE-ABAKALIKIENUGU
CORRIDOR - Nigeria (NCH&TFP)
TRANSPORT FACILITATION
PROGRAMME FOR THE BAMENDA-MAMFE-ABAKALIKIENUGU
CORRIDOR - ECOWAS (NCH&TFP)
MULTI SECTOR

1

ECOWAS Peace and Development Project (PADEP)
SOCIAL SECTOR

2

Skills Training and Vocational Education (STVEP)
SUPPORT TO NETWORK OF REGIONAL AFRICAN INSTITUTIONS
OF SCIENCE AND TECHNOLOGY (AUST & 2iE) PROJECT
ENVIRONMENT

Note
At approval in Feb 27 2013 of Nigeria CSP, Disb rate stood at 20%

42,000,000

1

Lake Chad Basin Sustainable Development Programme /
Programme de développement durable du Bassin du Lac Tchad
(PRODEBALT).
TOTAL PUBLIC SECTOR

10,000,000
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30,000,000

905,340,000

1%

5%

3%

100%
Legend:

-

0.0%

-

0.0%

67,000,000

67.0%

20,937,500

31.0%

97,525,000

50.0%

97,525,000

1.0%

22,398,759

63.5%

4,072,502

18.0%

-

0.0%

-

0.0%

8.3

8,710,480

87.1%

946,891

10.9%

8.3

8,710,480.3

87.1%

1,049,455.5

12.0%

5.7

16,613,354

39.6%

2,235,826

13.5%

7.5

13,983,594

46.6%

1,864,479

13.0%

3.8

2,629,760.1

21.0%

692,042.1

0.3%

2.1

6,986,692

23.3%

1,704,071

24.4%

4.1

6,986,691.5

23.3%

1,704,071.1

20.6%

5.3

327,363,743

36.2%

61,766,744

18.9%

IP = Implementation Progress
DO = Development Objectives
PPR = Project Performance Rating
PP = Problematic Project ; PPP = Potentially Problematic Project

Appendix III
Key related projects financed by the Bank and other development partners
in the country
Develop
ment
Partner

Project title

Sector/
Thematic
area

Geographical
area

Period
covered

Project
amount
USD m

Status

Urban WSS Improvement
project (UWSSIP)

UWSS

Oyo and Taraba
States

2010-2015

88.2

On-going

Zaria Water Supply Expansion
and Sanitation Project

UWSS

Kaduna State

2013-2016

100

On-going

Multi-State Water Supply
Project

UWSS

Cross River and
Akwa Ibom

1992-2005

94

Completed

AFD

National Urban Water Reform
Programme 2

UWS:

Lagos and
Cross River

2013-2016

77.7

On-going

USAID

Sustainable Water and
Sanitation in Africa
(SUWASA) - UWS Reform

Urban Water
Supply

Bauchi &
Ebonyi
Rivers

2010-2015

9 (of which
2.5 for
Rivers)

On-going

1st National Urban Water
Sector Reform Project

Urban Water

Enugu, Kaduna,
Ogun

2004-Sep
2013

200

Completed

2nd National Urban Water
Sector Reform Project:

Urban Water

Cross River,
Lagos

2005-2016

320

On-going

AfDB

World
Bank

2013-2015

Additional information on development partner initiatives is provided in Annex A3, Table A3.2.

Appendix IV
Map of the Project Area

Project Area
This map was provided by the African Development Bank exclusively for the use of the
readers of the report to which it is attached. The names used and the borders shown do not
imply on the part of the Bank and its members any judgement concerning the legal status of a
territory nor any approval or acceptance of these borders. The use of this map for any other
purposes is strictly prohibited.

