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Ref: UNDP/PAL 10-00047395
27 October 2016

Dear Excellency,

Subject: Construction of Sewage Treatment Plant and Main Pressure Line in Khan Younis
(Construction of Khan Younis Waste Water Treatment Plant Project)

Quarterly Progress Report

Reference is made to the contribution agreement between the Government of Japan and UNDP’s
Programme of Assistance to the Palestinian People for the Construction of Sewage Treatment Plant
and Main Pressure Line in Khan Younis, effective 04 January 2006.

| am pleased to submit herewith, the narrative and financial quarterly progress report for the
abovementioned project.

The report summarizes the progress of the project as of 30 September 2016, and provides an
overview of the achievements, challenges, financial status and way forward.

| thank the Government of Japan for its contributions to UNDP and look forward to strengthening
our partnership in support of the Palestinian People.

Yours Sihcer

Mr Takeshi OKUBO

Ambassador for the Palestinian Affairs

Representative of Japan to the Palestinian Authority
Representative Office of Japan to the Palestinian Authority
Al Bireh, Palestine

Fax: 02-2413123

Enclosures:
Construction of Sewage Treatment Plant and Main Pressure Line in Khan Younis project / Quarterly
Progress Report No. 38, Quarter 3-2016

3 Yakubi St., Jerusalem, 91191, P.O. Box: 51359 Tel: (972 2) 626 8200 Fax: (972 2) 626 8222 www.ps.undp.org
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Quarterly Progress Report
. Report Summary

(1) Title of the Project: Construction of Sewage Treatment Plant and Main
Pressure Line in Khan Younis (Construction of Khan Younis
Waste Water Treatment Plant)

(2) Project No.: PAL10-00047395, Award No.: 00041529

(3) Date of the approval: ~ January 2006

(4) Total Project budget: ~ USD 14,829,549

(5) Scheme of the Project: Emergency Grant

(6) Period covered by the report: 01 July - 30 September 2016 (Progress Report No. 38)

(7) UNDP Officer in charge: Iman Al Husseini, Programme Specialist, Infrastructure Unit,
UNDP/PAPP Gaza, Tel: 08-2863364 (ext. 148), Mobile: 059-9606775;

Programme Manager: Ashraf A. Shamala, UNDP/PAPP Gaza, Tel: 08- 2863364 (ext. 141),
Mobile: 059-9606792

(8) Name of PA counterpart:
Mr. Rebhi El-Sheikh, Deputy Head, Palestinian Water Authority, mobile: 059-9267103,
e-mail: Ralsheikh@pwa-gpmu.org
Mr. Monther Shoblak, Director General, Coastal Municipalities Water Utility, mobile: 059-
9267108, e-mail: monthersh@cmwu.ps
Mr. Hatem Tayef, Director of Water and Waste Water Department, Municipality of Khan
Younis, mobile: 059-9349866, e-mail: hatem.tayef@gmail.com

. Contents

(1) Summary of the project:

Background:

Khan Younis city is the second largest city in the Gaza Strip. Having a total administrative area
of 59 square kilometres, and is currently inhabited by more than 220,000 residents. The city
has a rapidly growing population with an annual growth rate of 3.5%. At present, around 60%
of the population of Khan Younis city is served by public sewerage collection system.
However, due to the absence of a wastewater treatment plant, the collected wastewater was
pumped without treatment to the existing main storm water box culvert to flow out by
gravity to a storm water infiltration pond located in the north-western side of Khan Younis
city. In 2008, the collected wastewater was diverted to other six ad-hoc collection lagoons
established temporarily in the western side of Khan Younis city. These lagoons are currently
discharging more than 12,000 cubic metres of partially treated wastewater to the
Mediterranean Sea. The wastewater generated from un-served areas is still being evacuated
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by vacuum trucks and disposed of in the environment without any treatment.

This situation is posing serious risks to the Khan Younis residents’ public health as well as
contaminating the ground water aquifer. The concentration of Nitrate in some Khan Younis
water wells reaches around 458 mg/I, which far exceeds the WHO'’s recommended level of 50
mg/l. The presence of Nitrate in water has been associated with methaemoglobinaemia (or
blue baby Syndrome), especially in bottle-fed infants’.

Therefore, the construction of Khan Younis wastewater treatment plant project (KY WWTP)
comes as an emergency response to the vital hygienic and environmental needs of Khan
Younis residents.

The primary beneficiaries of the project are the 220,000 residents of Khan Younis city. Other
beneficiaries include:

= The Khan Younis Municipality, the Coastal Municipalities Water Utility and the
Palestinian Government as the project will contribute to enhancing the management
of water and wastewater services.

= The families of the unemployed workers who will have the opportunity to work on the
project.

» The local contracting sector through gaining additional experience in implementing
similar large-scale wastewater treatment projects.

Project Objective:

The project seeks to construct a comprehensive, functional and operational wastewater
treatment plant, at a flow capacity of 26,600 cubic metres per day, in accordance with
international standards. It aims at protecting public health, water resources and environment
of Khan Younis residents, while contributing to developing public and social infrastructure in
the Gaza Strip.

Additional Fund:

In September 2013, UNDP and the Islamic Development Bank (IsDB) signed an agreement for
the implementation of the project with a total additional fund amounting to USD 42 million
from the Kuwait Fund for Arab Economic Development and USD 1.175 million from UNDP, in
addition to the available fund from the Government of Japan (GoJ).

Within the additional fund, the overall project comprises constructing the first phase of KY
WWTP at a flow capacity of 26,600 cubic metres per day, its effluent and emergency pressure
pipeline, infiltration basins and electrical power supply line, in addition to undertaking one
year operation after commissioning by the same contactor who will commission the
construction works of the plant.

! Guidelines for Drinking-water Quality, Third Edition, Volume 1, Recommendations, WHO, Geneva, 2004

2




United Nations Development Programme f@‘é |

Programme of Assistance to the Palestinian People
(rhaaldl) ol Bacluia grali s [ Alaiy) Baniall aa¥l gali m |

Empowered lives. Resilient nations.

Project Execution Modality:

The overall project is directly executed by UNDP in coordination with the project
counterparts: the Palestinian Water Authority (PWA) as sector regulator; the Coastal
Municipalities Water Utility (CMWU) as service provider and final operator of the project, and
the Municipality of Khan Younis as direct beneficiary.

According to the agreement between UNDP and the IsDB, and aiming at enhancing the
implementation capacity of national partners, the CMWU will implement two components of
the project namely; the construction of 70 percent of effluent and emergency pressure
pipeline and the construction of infiltration basins under UNDP’s full coordination and
supervision of the overall project.

(2) Project Components (GoJ Contribution):

Biidaet Revised
Component U S?) Budget Project Site
USD *
a. Constructing main steel .
pressure pipeline from pump 1,000,000 527,303 E:;Z:\O;igz J
station No. 8 to KY WWTP
b. Providing the detailed design Khan Younis WWTP
for the construction of KY WWTP 1,100,000 26804 sites
¢. Constructing KY WWTP, Phase |, SK::” Youris AITE
mcludl.ng one year operation after 11,450,000 11,274,745 (East of Khan
commissioning .
Younis)
d. Carrying out the design review, Khan Younis WWTP
pre-contract and construction 0 795,255 sites

supervision services

* Revised based on the letter of approval from the Government of Japan to reallocate budget lines dated 10
September 2015.
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(3) Project Components/Revised Budget (GoJ Contribution):

Budget - USD
Original Revised Budget s
I
No | Project Activities/Components Budget Revised as per UNDP/ i
: cated Budget
according to Budget IsDB agreement Santainber
Note Verbale July 2007 September p2015
2005 2013
Constructing Main Steel Pressure
1 Pipeline from Pump Station No. 8 1,000,000 1,000,000 527,303 527,303
to KY WWTP
Providing the Detailed Design for
s the Construction of K<Y WWTP 0 LIow,en0 SaBa0A e,804
Construction of KY WWTP, Phase
3 | |,including one year operation 12,550,000 11,450,000 11,700,000 11,274,745
after commissioning
Carrying out the Design Review,
4 Pre-Cor_1t.ract and‘ Construction 0 0 370,000 795,255
Supervision Services for the
Construction of K<Y WWTP
g | UNRE Diract implemmertaton 150,000 150,000 150,629 150,629
Cost
6 | Sub-total 1 13,700,000 13,700,000 13,694,736 13,694,736
7 | Contingencies and Miscellaneous 31,064 31,064 36,328 36,328
8 | Sub-total 2 13,731,064 13,731,064 13,731,064 13,731,064
9 | Total GMS (GoJ 8%) 1,098,485 1,098,485 1,098,485 1,098,485
10 | Grand Total 14,829,549 14,829,549 14,829,549 14,829,549
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Kuwait
UNDP
g Aot Fund/IsDB GoJ A
No Project Activities Total Contiibutio | Contsibation Contrrl'butlo
n
Constructing Main Steel Pressure
1 | Pipeline from Pumping Station No. 8 527,303 0 527,303 0
to KY WWTP
Providing the Detailed Design for the
2 Construction of KY WWTP 946,804 g HIGR0 0
Constructing K<Y WWTP, Phase |, Part
of the Effluent and Emergency
3 Pressure pipeline with 5.6 kilometres 30,487,903 19,213,158 11,274,745 0
Length and Electrical Power Supply
Line with One Year Operation
Constructing the Effluent and
Emergency Pressure Pipeline with
4 Total Length of 13 Kilometres (CMWU 5732912 TR 0 0
Implementation)
Constructing the Infiltration Basins
3 (CMWU Implementation) 7144501 734459 0 g
Consultancy services for the
construction supervision, design
review and preparing tender
@ documents of KY WWTP (Carrying out L4584 a9 3258 0
the Design Review, Pre-contract and
Construction Supervision Services)
7 | CMWU Direct Implementation Cost 517,500 517,500 0 0
8 UNDP Direct Implementation Cost 1,203,629 0 150,629 1,053,000
9 Miscellaneous (GoJ) 36,328 0 36,328 0
10 | Sub-Total 1 49,601,564 34,817,500 13,731,064 1,053,000
0, 0, i
| PRI (R8O & PLTE 3,535,710 2,437,225 1,098,485 0
Fund/IDB)
12 | Sub -Total 2 53,137,274 37,254,725 14,829,549 1,053,000
13 | Contingencies 4,867,275 4,745,275 0 122,000
14 Grand Total 58,004,549 42,000,000 14,829,549 1,175,000
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3. Financial report

#s Origlnal B.1 ; C. E. Rate of
. . Budget - . B. Revised . D. Balance :
Budget items (according to Note Revised Budget 3 Disburseme (B-C) disbursem
the proposal) Verbale Budget 1 USS:) o nt USD ent (%)
usD? usp* (C/B*100)
UsD
Constructing Main Steel
Pressure Pipeline from Pump 1,000,000 1,000,000 527,303 527,303.15 -0.15 100.0%
Station No. 8 to K<Y WWTP 3
Providing the Detailed
Design for the Construction 0 1,100,000 946,804 946,804 0.00 100.0%
of KY WWTP ¢
Construction of KY WWTP,
Phasé | Incicling onie year 12,550,000 | 11,450,000 | 11,274,745 0 11,274,745 0.0%
operation after
commissioning
Carrying out the Design
Review, Pre-Contract and 0 0 795,255 159,051 636,204.00 20.0%
Construction Supervision
WNDFDirest. 150,000 150,000 150,629 150,629.19 -0.19 100.0%
Implementation Cost
Conti i d
ontingencles an 31,064 31,064 36,328 20,767.56 15,560.44 57.2%
Miscellaneous
Sub-total 13,731,064 1 3'731 06 13,731,064 1,804,554.9 | 11,926,509.1 13.1%
GMS (8%) 1,098,485 1,098,485 1,098,485 144,351.35 954,133.65 13.1%

2 Project Budget was revised based on letter of clearance from the Government of Japan dated 24 July 2007.

3 Project Budget revised based on the letter of approval from the Government of Japan to reallocate budget lines dated 10
September 2015.

4 Itis important to highlight that the financial figures in this report are temporary figures, and may be corrected at a later stage due
to exchange rate fluctuations, realized gain/loss or any other possible corrections. UNDP/PAPP’s financial system operates in such
a manner that the financial system closes in early December of each year and that final expenditure reports reflecting the
disbursements and GMS of the previous year are only published in March of the following year.

5 USD 1,000,000 was originally allocated for the implementation of main inlet steel pressure pipeline. 996.3 metres of steel pressure
pipes of 24 inch diameter and 1070.4 metres of reinforced concrete pipes of 1,000 mm diameter were installed at a total
contractual cost of USD 527,303.15 paid to the contractor. The remaining balance is utilized to cover the implementation of the
treatment plant component as distributed in budget lines in the agreement signed between UNDP and IsDB on 5 September
2013 and reallocated on 10 September 2015. The remaining part of the pressure pipeline to the treatment plant site shall be
implemented by UNRWA through a committed Italian fund, which is currently under implementation.

6 Based on the revised budget on July 2007, USD 1,100,000 was allocated for carrying out and providing the detailed design. The
contract was signed between UNDP and the Joint venture Consultant; Sogreah Consultants & Universal Group, ata total amount
of USD 946,804. The detailed design assignment was successfully completed without change orders or financial claims at the
same contractual amount. The remaining balance of this component amounting USD 153,196 is utilized to cover the
implementation of project components as distributed in budget lines in the agreement signed between UNDP and IDB on 5
September 2013 and reallocated on 10 September 2015.

7 Total USD 18.08 was added as realized loss/gain to contingencies, but relevant GMS for this amount (USD 1.446) was not collected
as per our Financial System (ATLAS) figures. A difference of USD 11.6 in GMS fees is to be collected in Atlas.
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Total

14,829,54 14,829,549 1,948,906.2 | 12,880,642.7

14,829,549 9 5 5

4. Any special notes or remarks:

4.1 The cost estimate for the construction of Khan Younis Waste Water Treatment Plant

“KY WWTP”, phase |, dramatically increased due to the following reasons:

= The design capacity of WWTP, Phase |, was increased by 10,000 cubic metres per day

(cm/d), based on the recommendations of the preliminary design carried out by the
Palestinian Water Authority “PWA”. The preliminary scope of work was identified to
design an extendable wastewater treatment plant to be implemented in two phases;
with inflow capacity of 16,100 cm/d and load estimates for 2018. In parallel, temporary
treatment lagoons were proposed to be constructed before the construction of the
permanent wastewater treatment plant, to handle 10,000 cm/d of the collected
wastewater during the emergency situation. However, this temporary treatment
lagoons had not been constructed and accordingly the scope of work was modified to
design and construct an extendable WWTP to treat the 26,100 cubic metres per
day.(The final detailed design figures for K<Y WWTP, Phase |, is 26,600 cubic metres per
day).

= The scope of work of the project was also modified to ensure environmentally sound

disposal of the treated wastewater. The TOR of the detailed design was developed
accordingly and approved by the project counterparts. The infiltration scheme (that
includes the infiltration basins and emergency outflow) was added to the project
components to ensure optimum utilization of the treated wastewater as an alternative
non-conventional water source. By that, the treated wastewater will be recharged into
the aquifer to ultimately be used for irrigation purposes and to release the pressure on
the water aquifer. Thus, the detailed design assignment had included designing the
components of the ultimate disposal facilities (the infiltration basins and the effluent
and emergency pressure pipelines); where no budget lines were allocated in the
original project document for the construction of these additional components.

» The cost for the provision of pre-contract and construction supervision by an

international consultancy firm as well as the cost for the one year operation after
commissioning of the treatment plant were also not included in the original project
document, in addition to the cost of the design review for the existing design and
tender documents of K<Y WWTP.

4.2 Revised cost estimate for the construction of KY WWTP, phase |, and additional fund

required

According to the detailed design’s cost estimates, it was evident that the available fund
of USD 11.45 million would neither be sufficient to construct phase | of KY WWTP nor to
construct the necessary complementary components of the project (infiltration basins
and effluent and emergency pressure pipelines). To ensure successful implementation
and operation of the project, the following activities and their corresponding budget lines

were identified for additional funding:

= Constructing KY WWTP, Phase |; including carry out one year operation after
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commissioning of the plant to exchange knowledge and proper codes of practice to
CMWU as final operator.

= Constructing the effluent and emergency pressure pipelines to the infiltration basins
and to the sea shore outfall, with a total length of 18.6 Km;

= Constructing infiltration basins to recharge the treated waste water effluent into the
water aquifer to ultimately be used for irrigation purposes;

= Constructing the main electrical power supply line to K<Y WWTP;

= Carrying out the design review, the pre-contract and construction supervision services
for the construction of K<Y WWTP, Phase [;

Based on the final detailed design report, UNDP revised and developed the overall cost
estimate required to implement KY WWTP, Phase I; complete with its necessary and
complementary components, to be a comprehensive, functional and operational project.
UNDP mobilised resources to secure the required additional fund. The Kuwait Fund for
Arab Economic Development committed in February 2011 to secure the required total
additional fund amounting USD 43 million for the construction of KY WWTP, Phase |,
through the Islamic Development Bank (IsDB).

UNDP conducted intensive negotiation sessions with the IsDB, PWA and CMWU about the
management arrangements and the cost estimates, which were ended by signing the total
additional fund agreement between UNDP and the IsDB on 05 September 2013.

By signing this agreement, the overall project budget is co-financed by the Government
of Japan with a total fund amounting to USD 14,829,549 and by the Kuwait Fund through
the IsDB with a total fund amounting to USD 42 million and by UNDP with a total fund
amounting to USD 1.175 million.

4.3 Completion of the detailed design and the IDB’s request for doing Constructability
Review /Overall Design Review

The detailed design assignment was completed by providing the final detailed design
report and tender documents in December 2010. By that, the project was ready to
launching the construction stage upon the availability of the required additional fund.

Throughout the negotiations between UNDP and the IsDB to secure the additional fund;
the IsDB requested in a meeting in Cairo on 1 October 2012 to carry out a Constructability
Review for the available design and tender documents of K<Y WWTP.

After signing the project agreement between UNDP and the IsDB, UNDP moved with the
activities to doing the Constructability Review and issued the relevant request for proposal
in December 2013. The technical and financial evaluation of the three submitted offers was
completed on 26 February 2014. However, the IsDB and counterparts requested, in April
2014, to cancel the Constructability Review and to go, instead, for an in-depth design
review to be done by the construction supervision consultant.

UNDP managed the request for change and shared the new TOR of the design review, pre-
contract and construction supervision services with the IsDB for approval in June 2014,
but, the approval and activities delayed due to the war launched on Gaza from 8 July to 27
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August 2014.

On 3 September 2014, the IsDB requested again to change the scope of the design review
from in-depth design review to overall design review. UNDP managed this last request for
change and proceeded with the provision of the design review, pre-contract and
construction supervision in October 2014.

UNDP highlighted that the repeated request of changing the scope of the design review
has seriously delayed launching the project’s first activity and impacted the project’s
overall progress.

4.4 COGAT “Israeli Authorities” approval to facilitate entry of construction materials
into Gaza

The main list and quantities of needed construction materials were prepared and
submitted to the Israeli authorities. Israeli Approval regarding the implementation of KY
WWTP and facilitating entry of materials for this project was granted on 11 July 2010.

4.5 Utilizing the saved amount of fund allocated for providing the detailed design to
cover the provision of the design review, pre-contract and construction supervision
services/ Reallocation of budget lines

Since 2006 to date, the UNDP’s Project/Programme Manager has being managing the
project’s different tasks and activities, and the total amount of USD 150,000, allocated as
per the project budget lines to cover the salaries of project engineers for 24 months, has
been totally disbursed as due salaries for project staff by the end of December 2011, as
seen in the financial report in section 3.

During the negotiations with the IsDB to sign the agreement of the additional fund
committed by the Kuwait Fund, and aiming at bridging the financial gap concerning the
UNDP’s direct implementation cost, UNDP/PAPP approached the Government of Japan to
revise the allocated fund to allow utilizing USD 300,000 for the UNDP direct
implementation cost. The Government of Japan kindly approved utilizing this amount on
30 April 2013. Through the final negotiations, this amount was modified to USD 370,000
allocated for the provision of the design review, pre-contract and construction supervision
services for KY WWTP, as per the agreement signed between UNDP and the IsDB on 5
September 2013.

After evaluating the submitted proposals for the assignment of the provision of design
review, pre-contract and construction supervision services for the construction of KY
WWTP under RFP 2014-287, it has been found that the Artelia&UG consultant who attained
the highest technical scores has the lowest financial offer amounting to USD 3,067,285.
Whereas the total allocated budget for this component as per the project’s agreement
between UNDP and the IsDB is amounting to USD 1.37 million and whereas the
allocated/available contingencies from the Kuwait Fund for Arab Economic Development
are amounting to USD 4,725,480, UNDP/PAPP approached the IsDB on 22 January 2015 to
approve utilizing the deficit amount for this component from the project’s allocated
contingencies. The IsDB issued on 26 February 2015 an in-principle approval/no objection
to cover the deficit amount from the donors’ contributions after finalizing negotiation with
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the consultant. The negotiation was concluded on 27 May 2015 by scaling down the
consult’s financial offer to USD 2,944,594 instead of USD 3,067,285.

The IsDB issued the written no objection to award the contract of the design review, pre-
contract and construction supervision services for the construction of K<Y WWTP to Artelia
and Universal Group consultant in the total amount of USD 2,944,594 on 2 July 2015. The
IsDB requested that the deficit of budget for this component amounting to USD 1,574,594
be deducted from the donors’ contributions, according to their percentage of
contribution, and from the construction component mentioned in the UNDP and IsDB’s
agreement

UNDP received the initial clearance from the IsDB’s consultant (EMCC) on budget
reallocation on 11 July 2015. The Government of Japan confirmed its agreement to
utilize/reallocate USD 425,255 from their contribution allocated for the construction works
to cover part of the deficit amount for this component. The Government of Japan issued
their official approval on 10 September 2015. The IsDB issued their written no objection on
the budget reallocation on 29 September 2015.

5. Pictures of project indicating before the project and progress of the project:
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Geotechnical Investigations in Al Fukhari Infiltration Basins Site, EIA On-Site Baseline Data
Collection (Completed)

Site Visit of Mr. Hitoshi Nakamura; Representative Office of Japan to the PA, to KY WWTP
Eastern Site on 20 December 2011
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Joint Negotiation Meeting between UNSCO, UNDP, IsDB, PWA & CMWU
on 01 October 2012 in Cairo

Signing the grant agreement between UNDP and IsDB on 05 September2013
in Amman

Signing the Letter of Agreement between UNDP and CMWU and the Exchange
of Letters between UNDP, PWA, CMWU and Khan Younis Municipality
on 25 February 2014
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Kick-off meeting of the design review, pre-contract and construction supervision services
in UNDP Gaza Office on 11 August 2015

Joint milestone workshop to present and discuss the design review’s observations,
findings and recommendations in Gaza on 02 December 2015

Subsequent joint milestone workshop to discuss and approve any final amendments to be
done on the final tender documents; in Gaza on 7& 8 February 2016
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Pre-bid meetings for the ITB 2016-158 and ITB 2016-219 in UNDP Gaza office
on 23 August and 18 September 2016

Bids opening sessions for ITB 2016-158 and ITB 2016-219 in UNDP offices
on 06 and 12 October 2016
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6. Report authorization by UNDP/PAPP

Reporting person and title:

-
e
Ashraf Abu Shamala, Programme Manager P

Reviewed by:

—_—— 2

Iman Al Husseini, Programme Specialist, Infrastructure Unit (Gaza Office) = ))”“

Date of submission: 15 October 2016

Supervisor staff with his signature:

Basil Nasser, Head of UNDP Gaza Office é,}%@ S
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