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SUMMARY OF PROJECT PERFORMANCE  
 

A. Background 
 
1. The current project is cofinanced by the Asian Development Bank (ADB), the 
Government of Australia, the ADB Multi-Donor Trust Fund under the Water Financing 
Partnership Facility (WFPF),1 and the Government of Kiribati to support improvements to the 
health of communities in South Tarawa. Development coordination and cooperation between the 
cofinanciers and the government is strong. The cofinancing current project totals $23.10 million. 
On 17 October 2011, ADB approved a loan in various currencies equivalent to SDR4,7000,000 
($7.56 million equivalent) and administration of grant cofinancing of $13.95 million from the 
Government of Australia.2 The Government of Kiribati is financing $0.98 million equivalent. The 
ADB loan and grant agreements were signed on 3 May 2012 and declared effective on 1 June 
2012. The ADB Multi-Donor Trust Fund under the WFPF also provided additional financing of 
$0.61 million on 14 May 2014. The project closing date is 31 December 2019. The ongoing 
project originally intended to (i) enhance community engagement and public awareness of 
hygiene and sanitation; (ii) rehabilitate and upgrade existing sanitation infrastructure in South 
Tarawa; (iii) provide capacity development in sector planning and operations and maintenance 
(O&M) of urban water supply and sanitation services; and (iv) create a sanitation maintenance 
fund to ensure adequate financing for sanitation infrastructure maintenance. The principal 
outputs of the project are (i) improved sanitation and hygiene practices among South Tarawa’s 
population; and (ii) effective planning and management of wastewater services by the 
implementing agency, i.e., the Ministry of Public Works and Utilities (MPWU), and the Public 
Utilities Board (PUB). 
 
B. Performance of the Project 
 
2. Overall project performance since effectiveness is satisfactory despite the delays caused 
by the procurement process for the two main civil works packages. The project performance 
rating has consistently been on track since January 2015. As of the second quarter of 2016, the 
project was classified as performing well.3 The status of the expected outputs are as follows: 

 
(i) Delivery of expected outputs.  

(a) Output 1 intends to engage the community to improve sanitation and 
hygiene practices among South Tarawa’s population. Through the use of 
community mobilizers, the project has engaged South Tarawa communities and 
the public successfully. Of the 11 local persons engaged as community mobilizers, 
8 are women, and their participation has been a focus of the outreach to the 
community. Recent community survey data show a marked improvement in 
hygiene practices and continued efforts to advocate “user pays” principle to recover 
water charges. Activities are ongoing and output 1 is expected to be fully 
delivered. 
 
(b) Output 2 comprises improvements to sanitation infrastructure, including 
the rehabilitation of the Bairiki, Betio, and Bikenibeu saltwater and sewerage 
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systems (ICB01) and upgrading works on three sewerage outfalls (ICB02). The 
civil works for the sewerage systems began in August 2014. The sewerage ocean 
outfall civil works package was delayed by rebidding and the due diligence 
required for the redesign to fit within the budget. The contract was awarded in July 
2016. MPWU reviewed the sludge digester technology and opted to procure 
conventional drying bed technology as a variation through the existing ICB01 
contract. Procurement is expected to be completed by April 2017. Discussions are 
ongoing on establishing operation and maintenance (O&M) contracts for up to 5 
years after completion of both civil works packages. The request for quotations for 
the two onsite sanitation pilot packages was issued on 1 July 2016. These 
packages are being evaluated and are expected to be awarded by August 2016. 
These onsite sanitation pilot packages form the first group of the two candidate 
subproject groups. This pilot program aims to provide 39 households with onsite 
sanitation systems, such as septic tanks with system support, and undertake 
quarterly effluent and compost quality monitoring program over a 2-year period. An 
international sanitation engineer and a national sanitation engineer have been 
recruited to implement the program. Depending on the funding availability, the 
second group is expected to proceed. Output 2 is expected to be delivered as 
expected, supporting PUB’s effective management of wastewater in South 
Tarawa. 

 
(c) Output 3 entails capacity building for the MPWU and PUB to improve their 
ability to plan and manage water and sanitation services. The capacity 
development component has made substantial progress in the first 2 years of 
project implementation. Training activities under the capacity development plan 
have been reviewed, and discussions are ongoing on further maintenance and 
asset management training following completion of the physical works. 

 
(d) Output 4 involves the creation of a dedicated sanitation maintenance fund 
under MPWU to be available to PUB to finance sanitation O&M and determine the 
tariff structure. The project will set up the sanitation maintenance fund with $1.3 
million in grant funds. The government has concurred with the policy and 
governance arrangements for establishing the fund. Replacing the financial 
advisor to support the establishment of the fund was significantly delayed. The 
financial advisor role has now been filled and will provide continued support to 
MPWU. In parallel with the current project, the Pacific Regional Infrastructure 
Facility has provided technical assistance (co-led by ADB and the World Bank) to 
advise the government on utility services reform, including a review of the tariff 
structure.4 The revised design and monitoring framework proposes to change the 
time frame for activities under this output to align with the current status. This 
output is not due.  
 
(e) Output 5 is efficient and effective project management provided by the 
executing agency, the Ministry of Finance and Economic Development and the 
implementing agency, MPWU. The executing agency’s project management unit, 
the Kiribati Fiduciary Services Unit (with Ministry of Finance and Economic 
Development), provides project coordination, as well as and fiduciary and 
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procurement support. The project implementation unit within MPWU provides 
direct project implementation support. MPWU also recruited a technical advisor 
consultant to support effective project management. Works are expected to 
remain on track and are planned for completion by April 2017. 
 

(ii) Satisfactory implementation progress. Progress on contract awards is 
satisfactory as one of the two major civil works packages is being implemented. 
Overall civil works contract administration is being routinely monitored by the 
supervising engineer. The contract for the project management and 
implementation services was awarded on 5 June 2012 for $4.1 million and A$1.0 
million (total $5.2 million equivalent). As of July 2016, the contract amount was 
about $6.7 million because of variations related to additional design and staff 
inputs. The ICB01 contract was awarded on 31 August 2014 for $5.2 million. With 
55% of project time elapsed, 60% of contracts had been awarded (totaling $12.7 
million) and 44% had been disbursed ($9.3 million). 

(iii) Satisfactory compliance with safeguard policy requirements. Compliance 
with the project social and environmental management plans and the 
environmental licenses for ICB01 is satisfactory. The Ministry for Environment, 
Lands, and Agriculture Development routinely monitors compliance and has not 
reported any major issues. The ICB01 contractor routinely monitors its 
compliance with the environmental management plan; the consulting engineer 
also audits and checks such compliance. The contractor’s health and safety 
performance was found to be best practice. The contractor has implemented its 
HIV/AIDS prevention program and has engaged with community and village 
cleanup initiatives. 

(iv) Successful management of risks. The project has managed and mitigated the 
risks identified during processing and implementation. As such, the successful 
implementation of the project is not threatened by major risks. Nonetheless, the 
road infrastructure investment that is being undertaken concurrently still presents 
a coordination risk related to underground servicing works. Measures adopted 
include regular project coordination briefings ahead of works. Risks are further 
reviewed during administration review missions. 

(v) On track rating. The project’s performance is rated on track. 
 
C. Cost Overruns and Financing Gaps 
 
3. Additional financing is needed because costs were underestimated and the sewerage 
ocean outfalls package required redesign. At inception, the consulting engineers of the MPWU’s 
project implementing unit had reviewed the preliminary designs and background reports 
prepared under the project preparatory technical assistance.5 They discovered that the design 
reports for pumps and infiltration galleries needed improvement. For example, the drawings did 
not indicate any details about service hole and pipe locations, sizes, and depths. The information 
was considered inadequate for environmental assessment purposes. Significant work was 
involved in reviewing and producing detailed design drawings and bid documents, and obtaining 
environmental approvals. The bid documentation was only considered conceptual, mainly 
because the design reports and drawing details were inadequate. An additional 12 months was 
required to prepare the bid documents for the core subprojects.  
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8. The bidding for the following two main civil works packages was advertised in October 
2013: (i) the rehabilitation and upgrading of the existing sewerage and saltwater systems in Betio, 
Bairiki, and Bikenibeu (ICB01); and (ii) replacement of the three ocean sewerage outfalls of Betio, 
Bairiki, and Bikenibeu (ICB02).  
 
9. The cost estimate for ICB01 at project appraisal was $5.9 million (A$5.7 million 
equivalent). Following the consulting engineers review and detailed design, the cost estimate 
increased to $6.9 million equivalent (A$7.3 million). The approved contract award value was 
A$7.9 million ($7.3 million equivalent), 21% above the appraisal estimate and 4.3% above the 
designers revised estimate. The overall shortfall totals $1.24 million (A$1.16 million equivalent).6 
Increases were primarily related to mobilization, insurance, and general costs (A$2.6 million), as 
well as differences between the engineers estimate and the successful bidder’s prices of most 
items (e.g., rehabilitation and installation of pump stations, construction of service holes). Works 
are ongoing and the current approved variations total A$0.7 million for work related to the 
installation of valves, connections, risers and surface boxes, and hydrants, as well as 
replacement of the Bikenibeu Saltwater Tower. A systematic assessment of the condition of 
these assets found that the identified network assets have significant corrosion and must be 
replaced. These have been approved by the engineer and employer. 

 
10. The ICB02 contract to rehabilitate the three sewerage ocean outfalls proposed horizontal 
directional drilling (HDD) as the preferred construction methodology. The cost estimate for this 
package at project appraisal was $4.0 million (A$3.6 million equivalent). Four bidders responded 
with bid prices ranging from A$7.5 million ($6.7 million equivalent) to A$17.1 million ($15.3 
million equivalent), or 21%–175% above the engineer’s estimate. The minimum bid price was 
$1.2 million over the cost estimate. The bids demonstrated the high risks that the market placed 
on the remote and inaccessible country, as well as the arduousness of the work site. An 
independent review found that the lack of factual geotechnical information was considered a key 
risk that drove the bids over the budget. The review recommended against HDD because of the 
unknown geotechnical conditions and the uncertainty of drilling through the reef. The key reason 
for the higher-than-expected cost was as follows: (i) HDD is a sophisticated technology requiring 
expensive equipment and highly qualified technical personnel; and (ii) the cost of drilling 
depends on the material to be drilled. The hardness and homogeneity of coral rocks is largely 
unknown, so contingencies were factored into the bid price. In view of the high bids, the tender 
was canceled in August 2014. The engineer recommended changing to the conventional 
over-the-reef design for all outfalls with more suitable material and specifications to improve the 
sustainability of the installation. The revised over-the-reef approach is estimated to cost $5.4 
million. The estimated costs include general establishment costs of about $1.84 million, as well 
as outfall replacement costs at Betio ($1.93 million), Bairiki ($0.88 million), and Bikenibeu ($0.76 
million). The estimate includes the costs of using larger diameter pipes for each of the three 
outfalls, and installation of a submarine pipeline extension from the edge of the reef to a depth of 
30 meters. This option would involve the demolition and removal of the existing plastic pipelines 
across the reef flats, including removal of the abandoned submarine pipes and anchors. All 
replaced pipelines would be laid in the existing trench for each outfall across the reef flat. A 
temporary outfall pipeline would be required at each outfall location to maintain existing flows of 
wastewater. The installed pipelines would be transported and placed in the trench along the reef 
flat. A concrete capping over the entire length of the pipeline to near the edge of the reef with the 
pipe requiring a concrete surround for 60 meters at the surf zone would be added to secure the 
pipeline. The submarine portions of each outfall are planned to be secured with concrete anchor 
blocks.  
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11. The ICB02 retendering to 18 months. The process involved detailed marine survey, 
design, an environmental assessment and public consultations, bid documentation, and tender 
evaluation. The contract, valued at A$6.9 million ($5.2 million equivalent), was awarded in July 
2016.    
 
12. The current project meets all eligibility criteria for additional financing because it (i) 
remains technically feasible, economically viable, and financially sound; (ii) a high priority of the 
government, which includes the investment in the Kiribati Development Plan; (iii) is consistent 
with the current project’s development objectives; and (iv) is consistent with ADB’s current 
country partnership strategy with Kiribati.7 The current project has overcome challenges and has 
not required any major change in the design and implementation arrangements. Project 
performance has been rated on track since the first quarter of 2015. Additional financing is a 
suitable modality to make sure that (i) the overall project is successfully completed by the current 
loan closing date, (ii) the targets and indicators of the design and monitoring framework are 
successfully achieved, and (iii)  the project development objective is met.  
 
D. Conclusion 
 
8.  The ongoing project is performing well and remains technically, financially, and 
economically viable. The project remains a high priority of the government to ensure that the 
works are fully completed. The additional financing will ensure that funds are available for the 
contractor to physically complete the works as well as ensure O&M financing is adequate. 
Therefore, the provision of additional financing is warranted because it will enhance the outcome 
and impact of the current project. 
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