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Project Rationale

Project Description

PROJECT SUMMARY

In September 1999, East Timor experienced extensive destruction
as a consequence of which three quarters of the population fled
their homes and most of the country’s infrastructure and private
homes were destroyed. The widespread destruction included
looting, burning, and damage to town and village water supplies
and sanitation facilities throughout the country. Typically in towns
with public water supply systems, vehicles, pumps, and motors
were removed; water treatment plants damaged; offices, stores and
other buildings burned; pipelines, tools and spare parts stolen;
storage tanks ruptured; latrines and septic tanks damaged; and
water sources impaired. And with the burning of houses, water
connections, including meters, were completely destroyed. None of
the former water supply or sanitation institutions now exist.
Therefore it is essential to support physical repair and rehabilitation,
and reestablish new institutions and systems for managing,
operating, maintaining, and developing urban and rural water
supplies in East Timor that are both appropriate and sustainable.

The total needs for rehabilitation of the water supply and sanitation
(WS&S) sector were estimated at US$39.9 million for the FY 2001-
2003, with approximately US$12 million to 15 million expected from
Trust Fund for East Timor (TFET) funds and the remaining balance
from other sources. However, with current TFET funds being
allocated across various sectors, only US$4.5 million can be made
available for FY 2001. The following Project description
corresponds to the TFET funds available (US$4.5 million).
Discussions with the United Nations Transitional Administration in
East Timor (UNTAET) and the TFET trustee indicate that more
funds may become available in FY 2002, in which case a follow-up
project will be developed.

The Project will (i) develop a WS&S sector management and
investment program that includes establishment of a project
management unit (PMU) under UNTAET's Water and Sanitation
Authority (WSA), and preparation of a detailed, budgeted,
program implementation document for coordinated improvement
of East Timor's WS&S sector; (ii) implement a capacity building
and institutional development program that will identify and
implement priority activities to support physical reconstruction
already under way or being planned, and to complement capacity-
building and institutional development activities by other donors;
and (iii) commence a WS&S implementation program, comprising
(a) the WSA WS&S quick response facility, (b) complementary
works for Dili water supply repair and rehabilitation already under
way by other donors, and (c) complementary works for the district
water supply repair and rehabilitation already under way by other
donors.



Beneficiaries

Executing Agency

Cost Estimates and
Financing Plan

Period of Utilization

Estimated Project
Completion Date

Procurement

The Project is classified as environmental category B. An initial
environmental examination was undertaken, and its summary is a
core appendix.

Urban and rural populations throughout East Timor will benefit.

The immediate benefits of the Project include (i) providing the
means for improved WS&S, and (ii) upgrading the quality of life for
people in both urban and rural areas whose attempts to improve
their status and health are continually impeded by the need to
divert time, energy, and financial resources to acquire their daily
water needs. The Project will generate employment through local
labor, thus helping to create a stable social and economic
environment. It is expected that the Project will directly or
indirectly benefit a large part of the country's 800,000 population.

The Project is designed to distribute its benefits in an equitable
manner across East Timorese urban and rural communtities,
contributing to sustainable development and operation in the
WS&S sector, and reducing poverty.

UNTAET will be the recipient of the grant from the TFET.
UNTAET will establish within WSA a PMU that reports to the
UNTAET infrastructure cabinet member through the head of
Public Utilities via the head of WSA. The PMU will program,
administer, and coordinate daily project activities. UNTAET will
also establish a project steering committee involving broad
stakeholder representation.

The total cost of the Project is estimated at US$4.50 million
equivalent. The Project will be financed on a grant basis entirely
out of the TFET. These funds have been committed by donors;
however, contributions to the TFET do not include ADB resources.
The International Development Association (IDA) of the World
Bank Group is the trustee of the TFET, with IDA and ADB being
joint implementing agencies.

Until 31 December 2001.

30 June 2001.

All procurement under the Project will be conducted in accordance
with ADB's Guidelines for Procurement. The proceeds of the
Project will finance imports of goods and services, local purchases,
and civil works identified under the Project. Under ADB's
guidelines, these may be procured off the shelf, or through
international shopping, local competitive bidding, or international
competitive bidding, as appropriate. Eligibility for procurement and
engagement of consultants will include ADB member countries,
East Timor, and all other donors and members of organizations that



have contributed to the TFET.

International consulting services will be required for the PMU. The
consultants will be selected in accordance with ADB’s Guidelines
on the Use of Consultants and other arrangements satisfactory to
ADB for the engagement of domestic consultants.
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I THE PROPOSAL

1. I submit for your approval the following report on a project grant to the United Nations
Transitional Administration in East Timor (UNTAET) for the benefit of East Timor from the Trust
Fund for East Timor (TFET) for the Water Supply and Sanitation Rehabilitation Project. The
Project framework is in Appendix 1.

Il INTRODUCTION

2. UNTAET, in consultation with the National Consultative Council of East Timor (NCC) and
members of East Timor's civil society, have asked the Asian Development Bank (ADB), through
the TFET, to provide assistance to rehabilitate and restore damaged and inadequate water
supply and sanitation infrastructure throughout East Timor, and concurrently to reestablish the
human and institutional capacity needed to manage, operate, and maintain the facilities. An ADB
Mission®> was to prepare an initial emergency rehabilitation project with authorized UNTAET
representatives. The agreements reached were confirmed in a memorandum of understanding.
Funding for the Project will be drawn from the TFET, which is established under the trusteeship of
the International Development Association (IDA) of the World Bank Group. The TFET does not
include ADB's own resources. The Project has been prepared in accordance with the Joint
Management Arrangements for the Trust Fund for East Timor.?

. BACKGROUND
A Description of Damage

3. On 30 August 1999, the people of East Timor voted overwhelmingly for independence.
The following month, East Timor experienced extensive destruction during which three quarters of
the population fled their homes, and most of the country’s infrastructure and private homes were
destroyed. In the western half of the territory and the highland areas, most property of value
including residential and public buildings, utilities, telecommunications facilities, and inventories of
essential food and agriculture stocks were removed, burned, or destroyed. The eastern half
experienced similar attacks with an estimated 75 percent of residential buildings destroyed.

4, The widespread destruction included looting, burning, and damage to town and village
water supply and sanitation (WS&S) facilities throughout the country. Typically in towns with
public water supply systems, vehicles, pumps, and motors were removed; water treatment plants
damaged; offices, stores and other buildings burned; pipelines, tools and spare parts stolen;
storage tanks ruptured; latrines and septic tanks damaged; and water sources impaired. And in
the burning of houses, water connections, including meters, were completely destroyed.

5. Elsewhere in peri-urban and rural villages throughout the countryside, damage to water
supplies was not extensive, but there are reports of wells being poisoned, handpumps stolen,
pipes removed, and spring intakes damaged. Apart from the physical damage to infrastructure,
most water WS&S records and documentation were destroyed, so there is now only scant

' The Project first appeared in ADB Business Opportunities in May 2000.

% The Mission comprised Mr. Walter Poick, Financial Analyst (Mission Leader) and Mr. lan Binch, ADB Staff
Consultant.

3 R74-00: Joint Management Arrangements for the Trust Fund for East Timor, 23 March 2000.



information available about past operations, the status of institutions, or the systems themselves.
Additionally, most former water supply managers have left East Timor.

6. None of the former water supply or sanitation institutions now exist. The challenge for
UNTAET will be to reinstate institutions and systems to manage, operate, maintain, and develop
urban and rural water supplies in East Timor that are both appropriate and sustainable; and that
unlike before, do not burden future administrations with the need for recurrent cost subsidies from
what, inevitably, will be very tight central budgets.

B. Response to the Crisis
1. Governance
7. UNTAET was established on 25 October 1999 for an initial period until 31 January 2001

pursuant to Resolution 1272 (1999) of the Security Council of the United Nations (UN), with
powers to ensure stability and establish a transitional government and judiciary, laws, and
policies. It is expected that the UNTAET transitional government will continue to administer East
Timor at least through to general elections. Governmental responsibility is exercised by a
transitional administrator, who since July 2000 has been assisted by a cabinet consisting of
eight portfolios, four of which are held by East Timorese and four by international UNTAET staff.
The cabinet is chaired by the transitional administrator, who is also the Special Representative
of the Secretary-General (SRSG). The cabinet portfolios are as follows:

0] Police and Emergency Services,
(i) Justice,

(iii) Political Affairs,

(iv) Finance,

(v) Internal Administration,

(vi) Infrastructure,

(vii)  Economic Affairs, and

(viii)  Social Affairs.

8. UNTAET's financial year runs from 1 July to 30 June, with its recurrent budget drawn
from UNTAET's own Trust Fund using UN disbursement guidelines.

9. East Timor is divided into 13 districts (including the enclave of Oecusso-Ambeno), 63
subdistricts, and 442 villages. An UNTAET district administrator, with supporting international
and local staff representing the range of sectoral activities, oversees each district. There are
reportedly plans by local leaders to subdivide the territory into three regions after transition to
self-government. A key objective during the transition is to establish a small civil service with a
lean administrative structure that can be sustained in the long term.

10. The capital development budget, to be drawn from the TFET, was assessed by a World
Bank-coordinated, multiagency, joint assessment mission in October-November 1999. The
mission identified needs for technical assistance and investment projects in consultation with
the National Council for Timorese Resistance and UNTAET. The mission reviewed WS&S
sector restoration requirements and estimated the cost of a three-year program of
reconstruction and recovery for water systems and utilities to be about US$25 million, and for
drainage and sanitation systems about US$8 million.



11. The NCC was established under UNTAET Regulation No. 1999/2 on 2 December 1999.
It was designed as a mechanism through which representatives of the East Timorese people
could actively participate in the decision-making processes during UNTAET's administration,
and through which the views, concerns, traditions, and interests of the East Timorese people
could be represented. The aim of the NCC was to provide advice on all matters related to the
exercise of the transitional administrator's executive and legislative functions, while not
prejudicing the administrator's final authority. The NCC has now been replaced by a National
Council (NC). The NC has 33 members drawn from the following areas: 13 district
representatives, 7 representatives from CNRT, 3 drawn from other political parties, and 1
representative each from the youth/students, women's groups, Timorese NGO forum, Catholic
church, Protestant church, the Muslim community, professional associations, farmers, labor,
and business.

2. Impact of Crisis on Poverty

12. In 1996, when East Timor was part of Indonesia, its per capita income was US$431. The
Indonesian national average was US$1,153. Agriculture continues to dominate the economy,
with some 76 percent of the national labor force involved in the sector. Subsistence agriculture,
mainly rice and corn crops, with supplementary coffee and beef production, dominates the
modes of production. As a result of the 1997 Asian financial and economic downturn, gross
domestic product (GDP) in Indonesia, including East Timor, declined as devaluation of the
Indonesian rupiah and high interest rates dampened economic activity. Indonesia was the
country hit hardest by the Asian downturn. The decline in East Timor's GDP was, however,
more pronounced due to its dependence on Indonesian central government grants, which
financed up to 85 percent of current and capital expenditure. Between 1997 and the 1999
popular consultation, East Timorese GDP contracted by some 25 percent. In 1998, per capita
income was estimated to have fallen to US$300, among the lowest in the Asian and Pacific
Region.

13. As a result of the post-August 1999 violence, both public and private sectors suffered
almost total collapse. The planting season for 2000 was seriously disrupted due to destruction
of field crops, subsequent labor shortages, and lack of access to seeds and tools. All of these
made the social and economic development challenge a daunting one that could be met only
with effective and substantial international assistance.

14. In 1996, 30 percent of East Timorese households were living in poverty—double the
national average in Indonesia. The number of households living below the poverty line rose to
an estimated 50 to 60 percent as a result of the 1997 Asian downturn. The human dislocation
and destruction that occurred consequent to East Timor's separation from Indonesia has
resulted in severe disruption to the essentially subsistence economy. Although an estimated
120,000 people have now returned to their villages, many face severe food shortage as their
crops, seeds, and other means of livelihood were destroyed. The international community,
especially the World Food Program, has been distributing food and seeds. Even the small East
Timorese middle and upper groups were not spared from poverty as banks and their records
were burned. Indonesian banks exclusively serviced banking in East Timor; only three banks
have plans to reopen and possibly settle depositors' claims. Up to 80 percent of East Timorese
may now be living below the poverty line. However, food stability will improve if agriculture
recovers as expected this year. The World Food Program estimates that by the end of 2000, a
considerable portion of the population will no longer be at risk, and the program will then be able
to scale down its intervention.



C. Water Supply and Sanitation Sector
15. A detailed sector profile is provided in Appendix 2.
1. Preconsultation Water Supply and Sanitation Management

16. Under Indonesian administration, public water supplies were controlled by the
Directorate General of Human Settlements (DG Cipta Karya) of the Ministry of Public Works
based in Jakarta, working through its provincial and district offices. At the local level, public
piped water supply systems were classified according to their size and financial viability. The
highest system was a local government water enterprise (PDAM). A system was classified as a
PDAM if it was able to internally generate sufficient revenue to be sustainable. The only PDAM
in East Timor was in Dili, and while it had recently graduated to PDAM status, it is understood to
have still needed subsidization from the central government. At the intermediate level, each
district had a district water board (BPAM) responsible for all public piped water supplies in its
district. The principle was that, over a defined time, the larger district town systems were
supposed to develop their management, administrative, and operation and maintenance skills to
the point where the BPAM could graduate to a PDAM. In the meantime, all BPAM systems had
to be subsidized from the central budget. The base level of public water supplies were those in
the main subdistrict towns. The district BPAM office carried out operation and maintenance of
the subdistrict town systems, which also required substantial subsidies. Thus, prior to the crisis,
no public water supplies in East Timor were financially viable, all were subsidized from the
central budget. And even with such support, water quality, coverage, and service reliability was
universally poor.

17. Rural water supplies and all sanitation during the Indonesian administration were the
responsibility of the Department of Health (Depkes). At the subdistrict level, Depkes operated a
system of “sanitarians” working out of the local puskesmas, or community health center. Their
role included helping with community environmental health training and helping villagers with
development of their WS&S facilities. Despite their presence, an Australian Agency for
International Development (AusAID) design team noted in September 1999 that there was a
generally low level of service provision in both WS&S throughout the rural areas. The team
concluded that many rural communities in East Timor do not have adequate access to clean
water and that this is a significant factor contributing to the poor health and hygiene conditions
in the villages.

2. Water Supply Status

18. It has been estimated that prior to the postconsultation disruption, less than half of East
Timor's total population had access to safe water and sanitation. A recent census, SUSENAS
1998, indicated the access to various forms of water supply was approximately as shown in
Table 1:

* Coffey MPW Pty Ltd., in association with Egis Consulting Australia, September 1999, East Timor Environmental

Sanitation and Water Supply Project — Revised Project Design Document. Prepared for the Australian Agency for
. International Development.
National Social and Economic Survey (Survai Sosial Economi Nasional), SUSENAS 1998, Jakarta, 1998.



Table 1: Access to Water Supply

Water Source  Approx. % of Total East Timor  Approx. % of Dili Popl'n

Popl'n using source using source
Pipe 13.0 41
Pump 10.0 37
Well 10.0 7
Spring 61.0 13
River 6.0 2
Rain - -
Other - -

Source: Survai Sosial Economi Nasional, 1998.

19. Prior to the crisis, the public water supply network was fairly extensive, covering the 13
district towns and 49 of the 63 subdistrict towns, a total of 62 systems. However, the quality of
system construction was generally poor, and coverage was variable but low, commonly ranging
from about 25 to 40 percent in the central parts of towns. Private shallow wells were used
extensively in Dili and other towns, especially those near the sea or on river plains. All 440 rural
villages had water supplies of varying type, but most were of very low standard. During the
violence, damage to all public piped water systems was extensive but rural water supplies were
not as badly affected. When hostilities abated, many nongovernment organizations (NGOS)
moved into East Timor to deliver humanitarian assistance; a number specialized in water and
environmental health. Over the past few months, these NGOs have formed the core of
assistance to the WS&S sector, providing equipment, materials, and personnel to make
emergency repairs, mainly to piped town water supplies but also for some of the 440 rural
villages scattered throughout East Timor. This work is being done in collaboration with the
district administrators, who have hired employees of former water supply companies to help with
repairs, operation, and maintenance. By May 2000, water supplies in most of the 13 district
towns, including Dili, had been reestablished, albeit in rudimentary form. Local and international
NGOs have also been engaged in rehabilitating rural water supplies; providing hand pumps;
cleaning contaminated wells; and repairing pipes, tanks, and the like. Overall, public water
supplies in towns across East Timor are now still in a very rudimentary and quite precarious
condition, although for the most part some water is available. Historically rural communities
have not normally had acceptable water supplies, so even though they did not suffer too much
in the crisis, most require rehabilitation and development.

20. A piped and treated water supply system served approximately 8,200 households in Dili.
This was operated by the previous Indonesian PDAM (Dili Water Authority). The level of service
was less than satisfactory, with water often not available and of poor quality. Customers were
charged Rpl150 per cubic meter for household supplies; larger consumers were charged at
higher rates. Some 40-50 percent of Dili's population is estimated to have relied on poor quality
water from shallow wells in their yards. Since the disruption, the Water and Sanitation Authority
(WSA), assisted by the International Committee of the Red Cross (ICRC) and the Government
of Australia, has employed staff and carried out system repairs. Despite this, many areas of Dili
still experience daily water shortages, mainly through leakage from the poorly maintained pipe
system. Most existing district reticulation systems are in need of repair and augmentation to
meet the needs of urban communities. Water losses because of leakage or illegal tapping is
very high.



21. In other district and subdistrict towns which were formerly operated by the previous
BPAMs, average service coverage was in the low 20 to 30 percent range and water quality was
generally unsatisfactory. None of the more than 60 piped systems provided 24-hour service.
Customers in the smaller centers were charged at differing rates, generally much lower than
Dili.
3. Sanitation Status

22. Evidence suggests that at preconsultation, the excreta disposal situation in East Timor
was already causing significant health problems. 1998 SUSENAS Table 2 illustrates the various

excreta disposal methods used:

Table 2: Excreta Disposal Methods

Approx. % of Total Approx. % of

Disposal Method East Timor Population Dili Population

Using Method Using Method
Private toilet with septic tank 10 34
Private toilet without septic tank 15 23
Shared toilet 6 6
Public toilet 11 1
Direct on cesspool 23 16
Bushes, forest, and yard 29 7
Pond - -
River and stream 4 -
Other 12 1

Source: Survai Sosial Economi Nasional, 1998.

23. Postconsultation disturbance resulted in destruction of many buildings that housed
toilets with or without septic tanks. It did not greatly affect the traditional (i.e., nontoilet) facilities.
The overall effect of the destruction of both sanitation facilities and water supplies is that a far
greater number of persons are now using traditional methods. So far, little effort has been made
to restore or improve environmental sanitation in either towns or villages.

4, Short-Term Focus

24, Much of the funding for the emergency phase came from bilateral and multilateral
sources. UNTAET has recently established the Water and Sanitation Authority (WSA) for East
Timor. Staff are now being recruited, and operational funding obtained from the UNTAET Trust
Fund and bilateral and multilateral donors. As WSA's capacity increases, the NGOs are keen to
hand over responsibility for public WS&S, and to focus on rural WS&S, which is their main
target area. None of the former water supply or sanitation institutions now exist. The challenge
for UNTAET is twofold. First it will have to repair and rehabilitate the many damaged urban and
rural WS&S facilities to an appropriate level of operation. Its second task will be to reestablish
institutions and systems for managing, operating, maintaining, and developing urban and rural
water supplies in East Timor that are both appropriate and sustainable. These, unlike before,
must not burden future administrations with the need for subsidies from what, inevitably, will be
very tight central budgets.



5. Medium- to Long-Term Sector Development

25. An ADB mission was fielded in April 2000 to develop a draft sector development
framework for East Timor's water sector. This framework aims at providing the people of East
Timor with adequate and affordable WS&S services using appropriate technology and good
system management. It proposed that this would be done by:

0] building local capacity and capability to effectively manage the WS&S sector;
(i) rehabilitating and developing WS&S facilities in urban and rural communities;
and

(iii) promoting improved health, hygiene, and community participatory practices.

26. The draft sector framework recommends the following four strategic foci:

0] A WS&S sector management and investment program would establish a Project
Management Unit (PMU) and prepare a detailed program implementation
document.

(i) A capacity building and institutional development program would establish the
human and institutional framework necessary to complement the physical WS&S
works.

(iii) A WS&S implementation program would cover repair and rehabilitation of urban
and rural WS&S across East Timor.

(iv) Environmental health promotion and strengthening of local NGOs would provide
complementary programs for health promotion, hygiene education, and
strengthening of local NGOs.

In close cooperation with the East Timorese, other donors, and stakeholders, this
framework and its four strategic foci will be reviewed, reassessed, and adjusted to current needs
under this Project.

6. Sector Management
a. UNTAET’s Water and Sanitation Authority (WSA)

27. East Timor's water and power sectors are currently being managed and coordinated by
UNTAET's head of public utilities, a position that sits under the infrastructure portfolio. The
various departments under the Cabinet Infrastructure group are public works; energy, water and
sanitation; transport and communications; and National Institute of Cadaster and Geodesy. A
WSA (previously Office of Water and Sanitation) draft strategic plan and an organization chart
are in Appendix 3.

28. The recently established NC is expected to form a number of sectoral committees to
assist and advise the Cabinet. Those covering infrastructure, health, environment, and natural
resources are most relevant to the WS&S sector. In designing any program of rehabilitation and
reconstruction for East Timor, the NC and its relevant committees must be consulted and the
views and experience of its constituent members taken into account.



29. The WSA has recently been established as part of UNTAET's infrastructure portfolio under
the Public Utilities department. It is currently staffed by nine expatriate and 56 local personnel.
They are based in Dili, focusing on rehabilitation and operation of the town water supply system. A
further 110 local staff are employed by district administrators in districts outside Dili working as
water supply field staff, pump and water treatment plant operators, and performing other
operation and maintenance duties. WSA plans to establish a presence in the main district towns
as soon as supervisory staff become available.

b. UNTAET's WSA Policies and Plans

30. Being in its early and formative stages, WSA is still developing policies and plans for the
WS&S sector. WSA has already considered the type of national organizational structure that
might be appropriate for developing and managing WS&S in East Timor, and prepared a draft
strategic plan with the following mission statement:

To ensure the communities of East Timor have access to such water and
sanitation services as are considered essential for public health, protection of the
environment and for promotion of economic growth.

31. The plan identifies seven key result areas and their objectives:

0] Policy and Planning: Plan, develop policy, and organize for the achievement of the
mission statement. Measure and report to Government on progress to achieve the mission
statement.

(i) Water Resources: Assess, control the use of, and protect the water resources of
East Timor.

(iii) Public Water Supply: Provide adequate, safe, and sustainable water supplies for
the communities of Dili and major urban centers in the districts, with the long-term goal of full cost
recovery from users of the water supply services.

(iv) Community Water Supply: Facilitate at the national level, the promotion of
adequate, safe, and sustainable water supplies for village communities through community-owned
and -managed water supply systems.

(v) Sewage and Wastewater: Facilitate at the national level, the safe disposal of
sewage and wastewater in urban areas.

(vi) Urban Drainage: Facilitate at the national level, the collection and safe disposal of
nuisance surface waters from major urban areas.

(vii)  Solid Waste: Facilitate at the national level, the collection and safe disposal of solid
and hazardous waste from major urban areas.

D. External Assistance and Donor Coordination

32. Details of committed and potential external assistance to the WS&S sector are given in
Appendix 4.



1. Emergency Phase

33. Postcrisis rehabilitation of both urban and rural water supplies is ongoing, with key inputs
from ICRC, UN agencies, NGOs, Japan International Cooperation Agency (JICA), AusAID, and
UNTAET through its district administration offices and WSA. This work has been, and remains,
focused principally on emergency repairs to key water supply infrastructure and maintaining
systems in a fairly basic operating condition.

34. International NGOs: ICRC, Care International, Oxfam International, Action Contra Faim,
and local NGOs: Bia Hula, Forte, and Hamoris Timor Oan (HTO) are the main NGOs involved in
the WS&S sector. Supported by their internal resources and bilateral and multilateral donors, they
have been at the cutting edge of the emergency restoration phase, working on both urban and
rural water supplies and, to a lesser extent, sanitation. The international NGOs have been, and
are still, working very closely with UNTAET district administrations on operation and maintenance
of urban water supply systems. However, as the emergency phase comes to a conclusion, many
have expressed the desire to hand over the urban systems to UNTAET's WSA to allow the NGOs
to concentrate more on rural development, which they consider to be their area of comparative
advantage.

35. At the commencement of the humanitarian assistance phase, it was UNTAET's district
administrators, with assistance from NGOs and their donors that commenced WS&S
emergency rehabilitation. They have engaged about 110 local staff (former employees of water
entities) to undertake repairs, operation, and maintenance in a number of district towns outside
Dili. Now that the WSA is becoming better established, and the country is moving from the
humanitarian to the development phase, it is expected that WSA will systematically take over
the WS&S operations in major district town centres from NGOS. In the meantime, they are
concentrating on repairs, operation, and maintenance of the Dili water supply, again with
assistance from ICRC and others. WSA will form the basis for a new water supply and
sanitation authority in East Timor, and is now planning for that transformation.

36. The United Nations International Children's Fund (UNICEF) has been involved in the
emergency phase, supplying electric pumps and handpumps to peri-urban and rural areas in
cooperation with NGOs. Activities based on their emergency funds from the European Community
Humanitarian Organization will extend through until about November 2000. Thereafter, UNICEF
has developed plans to encourage local entrepreneurs, to promote hygiene education at the
village level to encourage development and proper use of improved water supply and sanitation
facilities. They propose that the former system of Department of Health "sanitarians” be used as
catalysts in this process. Funding for this activity is being sought.

2. Rehabilitation and Reconstruction

37. Japan is currently completing, at a cost of about $2.0 million, asset mapping and water
supply master planning in 15 district towns, including Dili. It has also allocated about US$930,000
for a number of quick impact projects (e.g., repairs to the Manatuto transmission pipeline; leakage
control in Dili; and rehabilitation of water supply systems in 10 schools). Additionally, the water-
testing laboratory established during the master planning exercise has been donated to
UNTAET's WSA. Further, the Japanese Government has proposed an allocation of some $10
million for rehabilitation of the Dili water supply system. Japanese consultants will implement this
work through United Nations Development Program (UNDP)-United Nations Office of Project
Services (UNOPS). Dili water supply rehabilitation is planned for implementation over 2 years
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commencing about June 2000. Japan is also reportedly considering funding rehabilitation of all
14 town water supplies (in addition to Dili) in three consecutive packages of 4-5 towns each, with
the first package commencing in early 2001.

38. The Government of Portugal has committed US$1.5 million in 2000 for repair and
rehabilitation of the Baucau and Aileu town systems, and to provide technical back-up support for
the organization and management of the proposed water authority for East Timor, as it affects
areas in which Portugal is involved. The budget also covers preparation of a sanitation and
drainage master plan and a solid waste management plan, principally for Dili. Implementation of
this work has commenced through the auspices of UNDP-UNOPS.

39. AusAID is also involved in the WS&S sector. During the emergency period, AusAID
supported local and international NGOs (e.g., Bia Hula, Oxfam, Care, etc.) and provided a facility
through the Northern Territory Department of Power and Water by which equipment and materials
were able to be procured quickly and technical assistance provided. AusAID is currently providing
further technical assistance to WSA through staffing assistance and plans to continue supporting
WSA and NGOs with technical assistance, training, and equipment. It has also expressed interest
in participating in WS&S institutional development, capacity building, environmental health
programs, and district WS&S implementation using the community participation approach. To this
end, AusAlID has allocated A$ 5.5 million for FY 2001 for the WS&S sector. Specific activities will
be developed by a design team mission to be fielded in July or August 2000.

3. Donor Coordination

40. The Project is fully coordinated with donors involved in restoration and rehabilitation
support in the WS&S sector in East Timor. As restoration of the WS&S sector is essentially
starting anew, it is imperative that a clear and recognized system for coordinating activities
throughout East Timor be established as soon as possible. Consequently, one of the principal
objectives of this Project is to facilitate establishment of an agreed program of work for repair,
rehabilitation, and management of WS&S in East Timor. Such a program will then provide
UNTAET and its development partners, including all donors and potential donors, with guidelines
and a structure to coordinate their investments in the sector. WSA is the obvious focus for policy
setting, planning, coordination, management, monitoring, and evaluation of all WS&S activities,
and is already preparing itself for this task. This Project will support WSA in its management and
coordination roles.

V. THE REHABILITATION ASSISTANCE

A. Rationale

41. UNTAET is executing a program of humanitarian assistance in East Timor, part of which
involves rehabilitation of WS&S facilities damaged during the September 1999 crisis. The
challenge, however, is not just a matter of restoring the facilities to their precrisis status, but to
make sure sustainability and cost recovery can be achieved in the postcrisis environment. All
former WS&S institutions are now defunct; offices, stores, equipment, workshops, and records
were removed, burned, or otherwise destroyed; and most managerial and administrative
personnel have departed East Timor. Added to this is the fact that the standard of most precrisis
water supply and sanitation facilities throughout the country, both urban and rural, was well
below commonly accepted levels. UNTAET is faced not just with making some perfunctory
repairs. It must (i) establish completely new institutional arrangements for WS&S; (ii) develop,
from a low base, the human capacity to manage, operate, and maintain the systems; (iii)
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rehabilitate and reconstruct WS&S facilities to acceptable standards and levels of service;
and (iv) at the same time, prepare for transition to East Timorese self-government. The ADB
mission estimated the total needs to rehabilitate the WS&S sector at US$39.9 million; however,
with current TFET funds being allocated across various sectors, an amount of only US$4.5 million
can be made available for the FY 2001. Discussions with UNTAET and the TFET trustee indicate
that more funds may become available in FY 2002, in which case a follow-up project will be
developed.

42. The Project’s overall strategic goal is to provide the people of East Timor with adequate,
affordable, and sustainable WS&S services using appropriate technology and good management
systems. It will do this by (i) building local capacity and capability to effectively manage the WS&S
sector; (ii) rehabilitating and reconstructing water supply and sanitation facilities in urban and rural
communities; and (i) promoting improved environmental health, hygiene, and community
participatory practices.

B. Objectives

43. The Project will (i) develop a WS&S sector management and investment program, which
includes the establishment of a PMU under UNTAET's WSA and the preparation of a detailed,
budgeted PID for coordinated improvement of East Timor's WS&S sector; (i) implement a
capacity building and institutional development program that will identify and implement priority
activities to support physical construction already under way or being planned, and to
complement capacity and institutional development activities by other donors; and (iii)
commence implementation of the WS&S implementation program that will include (a) a WSA
WS&S Quick Response Facility, (b) complementary works for the Dili Water Supply Repair and
Rehabilitation already underway by other donors, and (c) complementary works for the District
Water Supply Repair and Rehabilitation already under way by other donors.

C. Scope
44, The Project has three components.
1. Component 1: WS&S Sector Management and Investment Program

45, The purpose of this component is to quickly establish an integrated WS&S sector
management and investment program for East Timor. Preparatory arrangements, including
tentative recruitment and logistical planning will be undertaken by UNTAET (WSA) to enable work
to commence in East Timor on or about 1 September 2000. Component 1 comprises two parts.
The first is to establish a PMU under UNTAET's WSA to assist with program implementation. The
second part is to prepare a detailed work program to guide PMU activities over the next year and
beyond. The work program will be prepared over three months between September and
December 2000. Key activities of the work program will include infrastructure repair and
rehabilitation, preparation of integrated plans for human resources development, institutional
development, tariff proposals, asset management policies and procedures, WS&S standards,
management and financial information system, legal and regulatory framework, community and
gender development, environmental health and hygiene promotion, water resources protection,
and the transition from UNTAET to East Timorese self-rule. The outcome will be a detailed,
budgeted PID for coordinated improvement of East Timor's WS&S sector. These documents will
guide WSA and the PMU in program implementation as well as overall coordination and
management of the WS&S sector in East Timor.
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2. Component 2: Capacity-Building and Institutional Development Program

46. The Project will, in coordination with WSA and relevant bilateral donors, identify and
implement priority capacity building and institutional development activities. These activities will
be specifically designed to support physical WS&S construction already completed, under way, or
planned, and complement capacity-building and institutional development activities by donors.
Details and priorities will be identified in the PID. Capacity-building and institutional development
activities include support for the WS&S quick response facility (para. 47); rehabilitation of
workshops, stores, generator sheds, and other infrastructure essential to WS operations; and
procurement of supplies, equipment, communications, and other facilities fundamental to water
and sanitation operation. Special attention will be given to the capacity-building and institutional
development needs of Dili, Baucau, Aileu, and other priority towns.

3. Component 3: Water Supply and Sanitation Implementation Program
a. Component 3.1: WSA WS&S Quick Response Facility

47. The quick response facility will be utilized to support WSA in undertaking urgent,
substantial repairs to, and rehabilitation of, water supplies across all 13 districts of East Timor.
Because the use of the facility will be determined by need, it is designed to be sufficiently flexible
to respond promptly to urgent needs as they emerge. This is vital in the postcrisis environment of
East Timor, where the people’s needs go beyond all developmental norms. In this unique setting,
the Project has an obligation to ensure that its approach is designed not to exacerbate the social
and human problems already faced by the East Timorese people. The ability to respond rapidly to
the people’s urgent water supply needs is seen as a positive expression of recognition, by the
Project, of their dire situation. Likely activities which the facility will undertake include procurement
of pipes, fittings, and other water supply componentry; local contracts to undertake substantial
repairs and rehabilitation; and related procurement transport, earthmoving and excavation
services. The key purpose of the facility is to provide WSA with the capacity to quickly respond to
the East Timorese people’s most urgent water supply repair and rehabilitation needs. Allowance
has been made for the facility to operate for 10 months from 1 September 2000.

b. Component 3.2: Dili Water Supply Repair and Rehabilitation

48. The Japanese government has proposed to allocate US$10 million for the Dili Water
Supply & Sanitation Rehabilitation Design and Construction Project. Implementation of the water
supply element will be by UNDP-UNOPS through a Japanese consulting firm. This work is
expected to commence around mid-2000 and extend over two years. Works proposed include
improving the main raw water source; strengthening the raw water transmission pipeline;
expanding the water treatment plant at Bemos; and completing minor work on the treated water
transmission main. TFET Project funding, among others, has been allocated for complementary
works that include network rehabilitation and zoning near the transmission main from the Bemos
water treatment plant; replacement of unserviceable asbestos-cement mains in central Dili where
high leakage occurs, and associated/connecting pipework; and urban and periurban low-income
works such as repairs and rehabilitation of public taps and other watering points. Actual works will
be determined by WSA in conjunction with the Japanese-funded project managers to maximize
the synergy of the respective works. The aim of this component is to build on the upstream works
by Japan, by improving water service to customers and expanding the number of customers
served as an essential prelude to system sustainability.
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49. Additionally, there are other areas of Dili's water supply system outside the influence of the
Japanese funded works that will benefit greatly from TFET funding. For example, in a number of
instances, rehabilitation of deep bores and associated pumps and distribution systems would
directly benefit some thousands of people. Such areas would be identified and, depending on
WSA priorities, considered for TFET funding under component 3.2.

50. Allowance has been made for such complementary and supplementary rehabilitation
works to be carried out over a hine months period from 1 October 2000.

C. Component 3.3: District Water Supply Repair and Rehabilitation

51. The district water supply and sanitation program is designed to address the needs of
smaller urban and rural communities throughout the 13 districts of East Timor. While the system
repair of major district towns can be implemented individually, if necessary, it is proposed that
smaller town and village systems be managed as programs and implemented geographically as
districts, or groups of districts. This approach will provide flexibility within the emerging
governance and community capacity strategies currently being developed under the Community
Empowerment and Local Governance Project and should make the logistics of implementation
much easier. The opportunity also then exists for interested donors to undertake town and
community WS&S development within one or more districts, to enhance logistics and improve
donor coordination. Within each district, it is expected that a coordinated approach to addressing
sustainable WS&S equitably between towns and villages will be developed utilizing processes of
environmental health, gender awareness, and community participation and planning. Interested
donors may package district WS&S programs to suit their circumstances, and implement them by
managing agents working in partnership with local and international NGOs and community
groups.

52. In support of this program, the Project has allowed funding to address the most urgent
needs of a number of those districts, and those that are not receiving bilateral assistance. Exact
priorities will need to be identified by UNTAET when donor intentions are firmer, but current
indications from the East Timorese counterparts suggest that the border districts of Kova-Lima,
Bobonaro, and Oecusse, where destruction was greatest, are of high priority for TFET or donor
support. Liquica District too has been identified as an area of much need, where repair and
rehabilitation works could yield quick and effective results. As an example, in Liquica township,
the primary river intake and transmission pipeline is extensively damaged and is now
unserviceable. A potential alternative to repairing the transmission main would be to rehabilitate
existing (but non-operational) bores as a new raw water source. The PID will include a detailed
and prioritized list for funding under component 3.3. Typically, works to be undertaken under
component 3.3 include procurement and installation of pipes, fittings, pumps, motors, generators,
and supply of construction materials; contracts for design services for small- and medium-scale
water supply engineering works; hiring of construction equipment and transport; development of
contracts for rehabilitation of water bores; rehabilitation of raw water intakes; and provision of
support services such as water quality testing and groundwater pumping tests.

53. Allowance has been made for these complementary works to be carried out over nine
months from 1 October 2000.



14

D. Cost Estimates

54, The total cost of the Project is estimated at US$4.50 million equivalent, and includes all
costs from September 2000 until the end of UNTAET's FY 2001. Table 3 provides a summary of
the cost estimates for the Project, which are outlined in more detail in Appendix 5.

Table 3: Summary of Project Costs

(US$ million)
Components Total Cost
A. Base Costs
1. WS&S Sector Management and Investment Program 0.633
2. Capacity Building and Institutional Development Program 0.556
3. Water Supply and Sanitation Implementation Program
3.1 WSA WS&S Quick Response Facility 1.282
3.2 Dili Water Supply Repair & Rehabilitation Program 0.855
3.3 District WS&S Repair and Rehabilitation Program 0.520
Subtotal A 3.846
B. Contingencies *?
1. Physical Contingency 0.562
2. Price Contingency 0.092
Subtotal B 0.654
Total 4.500

® Physical (14.6%) and price (2.4%) contingencies are included to reflect base costs' high
degree of uncertainty due to the prevailing operating conditions in East Timor (e.g.,
introduction of a new legislation, taxation, absence of insurance cover, private sector
premiums)

Source: Staff estimates.

E. Financing Plan

55. The total cost of the Project will be financed on a grant basis out of the TFET.
Contributions to the TFET do not include ADB resources.®

56. The joint assessment mission’ assessed that WS&S restoration over the three years
2000-2003, will cost US$22.2 million. These estimates have been reassessed by the ADB
mission and are now expected to cost US$39.9 million, with approximately US$12million-15
million coming from TFET funds and the remaining balance from other funding sources.

® An amount of US$ 4.5 million has been earmarked in the TFET budget for FY 2001 for the WS&S sector.
The mission was coordinated by the World Bank and undertook its fieldwork from 26 October to 12 November
1999. ADB participated in the mission, along with a number of other bilateral and multilateral aid agencies. East
Timorese counterparts also participated in each of the mission's sector teams.
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57. The Project only covers initial rehabilitation of the WS&S sector for 10-15 months,
commencing 1 September 2000. It is expected that a broader TFET-funded WS&S rehabilitation
project will be developed for the next two fiscal years (1 July 2001-30 June 2003) if more TFET
funds become available in FY 2002 for this purpose.

F. Executing Agency

58. UNTAET will be the recipient of the grant from the TFET. It will establish a PMU within
WSA that reports to the UNTAET Infrastructure Cabinet Member, through the head of public
utilities via the head of WSA. The PMU will program, administer, and coordinate daily project
activities. All activities will be done in close cooperation with WSA, multi- and bilateral donors,
NGOs, community groups, and other stakeholders. In particular, works and activities funded out
of the TFET will be fully integrated with donor-funded activities and projects. The PMU will be
funded under the Project. The PMU will be headed by an East Timorese project manager (WS&S
engineer) and comprise an East Timorese project accountant and one community development
specialist. The selection of these will be subject to ADB approval. Two internationally recruited
consultants will support the project manager: a chief technical adviser (CTA) and a community
development specialist. Total international consulting comprises 37.5 person-months: 20 person-
months for the PMU and 17.5 for preparation of the PID. The CTA will support the project
manager in administering the Project and its contracts in accordance with ADB guidelines. The
CTA and community development specialist, in coordination with WSA staff, will program and
coordinate daily project activities, including design, supervision, procurement of goods and
services, and management of civil works contracts. The international consultants will train East
Timorese counterparts in their area of responsibility. An organization chart of the PMU, and terms
of reference of the PMU and the consulting team for preparation of the PID are in Appendix 6.
Under the organization framework of UNTAET, the PMU will be an integral part of WSA and be
absorbed within it.

G. Implementation Arrangements
1. Technical Approach

59. Where possible, the works under the Project will incorporate labor-intensive,
employment-generating methodologies. Least-cost methodologies will be adopted for the
technical solutions. These include maximum use of local labor, materials, and contractors, and
simple technologies contributing to sustainability of these works.

2. Steering Committee

60. UNTAET will establish a project steering committee involving broader stakeholder
representation in project implementation. The steering committee will be convened prior to project
implementation to inform the stakeholders of project activities. The steering committee will then
meet monthly to discuss and resolve emerging project implementation, procurement, and
community issues, and to review and comment on the project reports for submission to ADB.

3. Procurement of Goods and Services

61. All procurement under the Project will be conducted in accordance with ADB'’s Guidelines
for Procurement. The proceeds of the Project will finance imports of goods and services, local
purchases, and civil works identified under the Project. Under ADB Guidelines, these may be
procured off the shelf, or through international shopping, local competitive bidding, or international
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competitive bidding, as appropriate. The PMU and WSA will coordinate with the donor community
to ensure, as far as possible, that materials and equipment are compatible and of appropriate
technology and quality; that spare parts are readily available at a fair price; and that common
standards and levels of service are used in all WS&S projects in East Timor. Consulting services
will be selected in accordance with ADB’s Guidelines on the Use of Consultants.

62. The term member countries under these guidelines for purposes of this Project will include
ADB member countries, East Timor, and all donors and members of international organizations
that have contributed funds to the TFET.?

4. Implementation Schedule

63. The project will be implemented over 10-15 months, commencing in September 2000 and
finishing in June 2001. Every quarter, the PMU will prepare a detailed implementation schedule
for project activities. Selection of project implementation consultants and contractors will
commence in accordance with activity priorities in the implementation schedule, upon project
approval, and when the Grant Agreement is signed. The concurrent first priorities are to establish
the PMU and for the consulting team to prepare the PID. Significant advance preparation by WSA
is planned to ensure these teams are fielded by September 2000. The consulting team will
prepare a detailed PID with an updated implementation schedule, establish real and realistic
priorities, and refine cost estimates. The PID will cover three years, 2000-2003, in detail. The
initial project implementation schedule is shown in Appendix 7.

5. Rights-of-Way

64. UNTAET has stated that most of the works under the Project are within existing rights-of-
way. UNTAET will, if needed, acquire or obtain rights to any land required on a timely basis in
accordance with ADB's resettlement policy® and provide compensation (including for crops), as
required, in accordance with ADB’s relevant guidelines. Detailed designs will minimize land
acquisition. It is expected that the Project will not require any resettlement.

6. Disbursement Procedures

65. As agreed upon by IDA, disbursements for eligible expenditures will be made pursuant to
ADB'’s disbursement guidelines set out in ADB’s Loan Disbursement Handbook and may be made
as direct payment or reimbursement, or through an imprest account. The imprest account will be
replenished in accordance with the handbook. The CTA will be responsible for transactions,
replenishments, and use of the imprest account. Payments under these agreements will be made
by IDA, based on ADB'’s request.

7. Direct Payment
66. Under the direct purchase procedure, the PMU will ask ADB for a direct payment to be

made to the supplier of goods and services. ADB will authorize the request and send it to IDA,
which will pay the supplier directly. Payment will be requested using ADB’s standard withdrawal

® R74-00: Joint Management Arrangements for the Trust Fund for East Timor, 23 March 2000 — an arrangement for
the TFET and an expansion of eligibility under ADB'’s procurement and consulting services guidelines to include
member countries, East Timor, and all donors and members of international organizations that have provided
o contribution funds to the TFET.
ADB, 1989. The Bank's Policy on Involuntary Resettlement, Appendix 1 in Handbook on Resettlement.
Manila.
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application. The PMU will indicate in the withdrawal application the date on which payment
becomes due to the supplier. A separate application should be filled out for each currency in
which the payment is requested. The application should be submitted with supporting documents
such as contracts, invoices, receipts, and vouchers. This procedure will be used for payment of (i)
consultants' fees, and (i) equipment and civil works contracts awarded on the basis of
international competitive bidding. Copies of signed contracts will be forwarded to ADB as early as
possible to facilitate timely payments.

8. Reimbursement Procedures

67. The reimbursement procedure will be used when eligible expenditures are paid from
UNTAET’'s budget and reimbursement claimed through ADB from the TFET. Withdrawal
applications with supporting documents and summary sheets of expenditures will be prepared by
the PMU, and payments will be made to UNTAET by IDA based on ADB’s authorization. The
reimbursement procedure will be used for payment of (i) small purchases and (ii) short-term civil
works contracts.

9. Imprest Fund

68. Under the imprest account fund procedure, ADB will ask IDA to advance funds to the PMU
to meet subproject expenditures to prefinance payments to contractors and suppliers. The imprest
account will be used for short-term civil works, small-scale design and supervision services,
remuneration of East Timorese staff, and small purchases under all cost categories eligible for
financing. ADB’s statement of expenditure procedure will be used for reimbursement of
expenditures and for the liquidation of the imprest account for payments with value equal to or
below US$10,000 each. The currency of the imprest account will be the US dollar and the
maximum initial advance will be US$450,000. The CTA supported by the PMU will be responsible
for administrative and accounting tasks under the Project and will establish adequate internal
control, accounting, and audit procedures to ensure efficient use of the imprest account and its
operation. The imprest account will be established in Darwin, Australia or in Dili, East Timor,
subject to ADB's approval.

10. Reporting

69. UNTAET, with the support of the PMU, will furnish ADB with quarterly progress reports
concerning all aspects, including finances, procurement of services, equipment, and all civil works
in the Project, including bilateral activities. The PMU will prepare quarterly expenditure budgets a
month prior to the commencement of the following quarter. UNTAET, with the support of the PMU,
will also provide quarterly reports on the use of the recurrent UNTAET water and sanitation
budget, including activities and expenditures; and report progress in implementing policy
initiatives, WS&S regulations, and organizational changes. The PMU will also prepare a final
project completion report on all aspects of the Project in accordance with ADB’s relevant
guidelines one month prior to physical completion of the Project.

11. Accounts

70. The PMU will establish the necessary accounts in Dili, if possible, and in Darwin, Australia
if required. These bank accounts will be under the control of the CTA. The PMU will establish
and maintain separate accounts for all eligible expenditures under the Project, including its
individual contracts and other project components. The PMU will furnish ADB with accounts and
related financial statements prepared in accordance with international or other appropriate
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accounting standards. Auditors acceptable to ADB will then audit these financial statements. The
audited financial statements together with the auditor’s report will be forwarded to ADB within six
months of the end of each fiscal year. The PMU consultants will keep detailed records on the
costing and expenditures of the project components and will assist with reporting.

12. Technical Midterm Review

71. In addition to a schedule of regular reviews to monitor project progress, a technical review
of the Project will be carried out six months after mobilization. The focus of the review is to
determine the need for any adjustment of the project design or implementation. The review will
also assess adequacy of funds, cost overruns, need for reallocations, and other factors, if any,
including assumptions and risks, that might constrain the satisfactory implementation of the
Project and achievement of development objectives.

H. Environmental and Social Measures
1. Environmental Aspects

72. The Project has been classified as environmental Category B. An initial environmental
examination was conducted and is reported in Appendix 8. The Project will only involve minor
construction, and as such, transient environmental disturbances normally experienced during
construction will be insignificant. Typical environmental disturbances related to water supply and
sanitation will include minor excavations to replace pipes and fittings and repair drains;
temporary road and street closures to allow pipe and drain replacement; minor clearing along
short lengths of existing pipeline routes to allow repairs and rehabilitation; clearing of small
areas (up to 20 square meters) for drill rig and truck access to bore sites; and minor short-term
associated soil erosion if works are undertaken in high rainfall periods. Most of these
disturbances will be on public land, and extend over only a day or two. Their impact will be
generally limited to 10 to 100 square meters. Other works of significance include the proposed
repair and rehabilitation of water supply-related structures such as workshops, stores, generator
rooms, storage tanks, and borehole housing. All these works will be carried out on sites of
existing (damaged) structures and no significant environmental effects are foreseen other than
normal small building construction activities such as cartage of building materials and
construction noise. Again any effects will be small and temporary, possibly lasting from a few
days to a few weeks. The only significant adverse operational impact is that of potential
increase in local discharge of wastewater because of improved water supplies. This will be
ameliorated through repair and rehabilitation of drainage systems in problematic areas. Any
other potential or identified adverse effects will be preempted or minimized by (i) improving
water resource management and (ii) increasing promotion of environmental conservation
through community participation and education activities. Thus, while there will be some minor
and transient environmental impacts, the medium- and long-term impact of the Project is
positive, especially in promoting economic and social development of East Timor and facilitating
its reconstruction and development. A detailed environmental impact assessment is not
required.

73. Due to the postconsultation destruction, the environmental conditions in urban areas of
East Timor are quite poor. The damage to water supplies and sanitation is now endangering
populations through pervasive waterborne diseases and lack of sanitation. People are spending
excessive time collecting water, with the resulting inconvenience. The environmental costs of
implementing the Project are minimal and transient, generally relating to the minor physical
impacts expected when damaged pipes, buildings, and the like are repaired and rehabilitated. The
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environmental and social benefits of the Project are, however, significant and include (i) providing
the means for improved WS&S, and (ii) upgrading the quality of life for people in both urban and
rural areas whose attempts to improve their status and health are continually impeded by the
need to divert time, energy, and financial resources to acquire their daily water needs. The Project
will generate employment through local labor, thus helping to create a stable social and economic
environment. Although previous WS&S activities were generally undertaken with little regard for
environmental procedures, nevertheless repair and rehabilitation works carried out under the
Project will ensure that proper and appropriate environmental practices are observed. The Project
will ensure adequate environmental procedures and monitoring mechanisms are established, and
during works and construction, care will be taken to minimize disruption to the environment.

74. Environmental monitoring will be under the guidance of the PMU. In addition to regular
inspections of works to ensure that all possible mitigation measures have been taken, the PMU
will (i) measure the effectiveness of any environmental improvements needed, (ii) identify
problems that may arise during the works and, if necessary, (iii) provide ecological audit
information for future works of this nature. The proposed monitoring will be designed to quantify
the benefits gained and any impacts sustained from repairing and rehabilitating town and
community WS&S systems. Environmental parameters to be monitored will be defined by the
PMU, and will include raw water quality, treated water quality, delivered water quality, need for
and effectiveness of drainage systems, water pressure in piped systems, environmental
conditions in river and spring catchments including pollution and land clearing, landslide and
erosion problems affecting water supply and sanitation facilities, efficiency and effectiveness of
sanitation facilities, and growth of algae in reservoirs. WSA will be responsible for all water quality
testing (chemical and bacteriological) using the water-testing laboratory facility recently donated
by the Government of Japan. They will also be responsible, in cooperation with local communities,
for monitoring construction and postconstruction environmental aspects of the Project. The PMU
will liaise with WSA and the Interim Health Authority to monitor environmental health statistics as
part of the Project’s focus on environmental health education and promotion of safe domestic
hygiene practices.

75. Under UNTAET, Indonesian environmental laws remain valid, although their
implementation capacity will need to be developed. UNTAET is presently reviewing environmental
laws, regulations, and standards, and these may be applied to the Project in the future, although it
is expected that this will not result in any adverse outcomes. Conversely, the PMU and WSA will
compile project environmental reports, the information from which will be passed on to the
relevant section of UNTAET for consideration when developing environmental standards and
legislation.

2. Social Issues

76. The Project will rehabilitate impaired WS&S services. An initial social assessment has
been prepared in accordance with ADB's Guidelines for Social Dimensions of Infrastructure
Projects and is attached as Appendix 9. The Project is expected to have a significant positive
social impact. The Project will involve no relocation or resettlement. The beneficiary consultations
confirmed widespread support for the Project. The Project will improve the quality of life by
providing the means for improved sanitation and reducing labor times for water fetching. Project
construction activities will generate significant employment opportunities, and delivered services
will free the labor force for more productive uses.
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l. Project Justification

77. The Project will have a positive social impact on the East Timorese population, particularly
the poor. It will provide safe water and sanitation to a large part of the population. Ready access to
safe WS&S services will have significant long-term benefits in terms of reduction of waterborne
diseases including diarrhea, dysentery, malaria, and skin diseases. It will also contribute to human
capital development and reduce poverty through the ability to put labor used for water fetching to
more productive uses. The Project will maximize the use of local contractors in its repair and
rehabilitation works, thereby creating jobs at the local level. And it will help to develop sector
policies and institutional frameworks in which WS&S are delivered so that they take account of the
needs of the poor.

78. Following the complete destruction of all water-related infrastructure, it can be assumed
that the net economic benefits will be positive, especially in the urban areas where it is expected
that tariff schemes will eventually be introduced. In the rural areas, the freeing of labor for more
productive economic uses and the reduction in health-related costs are expected to result in this
Project being net economically positive.

79. A key lesson is that in all aspects of WS&S project design, construction, operation, and
maintenance, the focus must be on striving for sustainable solutions. Experience in many
countries over many years has shown that the traditional least-cost approach to planning water
supply projects is inadequate to achieve sustainable resource use efficiency. What is required is
an approach that integrates both supp