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Why acces to safe drinking water?

Basic need & human right of every c

Key for catalyst for all round develop
economic growth of the country;

Universal truth

Fundamental to improving public he:

meeting poverty reduction objectives

Town Developl

~— agHuge portfliterms of loan inves

5 upportitmgachieve MDG goal &
rget of providing universal acc

- A .
asic drinking water & sanitation

= @017

LL

New modebusiness and expand
clients for loan investment

(hallenges

% A major factor threatening the sustainability of human health and ecological integ

= Pose striking challenges in the management practices of water resources in both

world to balance scarcity of water & rapid urbanisation;

% W be a major cause of conflict among community, regions and countries;

Human development is inextricably linked with issues of water availability and manage

guantity and quality.




ms & objectives

Town Development Funddos expe
Supply and Sanitation Sector Projet (Q$eMPSSP

ctive |

ctive Il

ctive Il

To present general background, review the trend of water supp
then briefly presents the background&has¥SH&ECt

To criticadiyalyslke project implementation before identifying var
poor loan repayment to TDF

Taqresent different strategies taken by TDF for rescuing this prc
future loan investment on 8FPNASE 8P




: Urbanisation trend in Ne

—
usyeeUr ban p o p u% ofurban popu No. of municipali Annual geometri

growth rate (%)

54 238.30 2.90 10
336.20 3.60 16 4.40
461.90 4.00 16 3.23
956.70 6.40 23 7.55
1,695.70 9.20 33 5.89
3227.90 13.90 58 6.65
7,156.86stimated 22.85 4.91
9,047.268stimated 26.48 4.69

*The government of Nepal recently added 41 more municipalities but its legal status is yet t

rban population increased 19 times and municipality 6 times in the period of 60 \

rowth of urban pog(iptiore x t ensi ons of townds geo:
natural growtheéfmpulation, and (rybbaraimigration.




Urbanisation trend in Ne

No. of municipality = % of urban populatior—=Annual geometric growth rate

Municipalities in Nepal
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Characters of urbanisati

Per capita income 1961 2005 2008 2012

US$68 US$328 US$468 US$650
100%

8%

Urban 1976 1985 1995 2002 2006 80% | 65%
60%

,
POVEIYY 2306 419 420  38%  31% —

40% 31%
u In

* Poverty | ine icantmeadhN@u | ade lﬁhea
7,696 per person per year : NRs 7,901 forurbanar
for Kathmandul&3S$Rs. 73.5) MPI (H) US$1.25dS$2 a daational

da Poverty Line

Industry e Services

181.66kha 48kndia 34km
Area: 2.272 Ao
Area: 25,909 sq. sg. km 1,173.sq
km km
Mountain udsrires Hills urbeentres Tarairbanentres Agriculture share in GDP : 60% in

plunges down to 33% in 2007 & se
doubled in the same period,;




What Is small town?

-
HierarchyfsettlemengsperNationélrbaiolic 007

S. Hierarchy o Functional description Population : Name of the settlements
NO settlements (Eiale)

1 Capital regi National economic centr >150,000 Kathmandu valley (Kattatigmuolu,
BhaktapMadhyapUhinKirtipuand 9
VDCs)

2 Regional ci Main economic/service (50,000 Biratnag&irguygutwallepalgun;
of the development regit 150,000 Dhangaaid°okhara

3 Intermediat Other economic/service 10,000 Remaining 47 municipalities
City centres of teregions 50,000
4 Small town Market/service centres 10,000 Government approved list contair
towns

Character of Small town

w Population 5,000 to 40,000 Tkli#s and

= Road Acoglexated on a road linked to the strategic road network;

w Basic Infrastruciatdeast one lower secondary school and a health post, in addition
telecom, banking etc.




dlown

Development Fun

1987 Town Development Fund Bo:

TDF Board formz

Established asadomomous institution
under Ministry of Housing and Phy
Planning with the support of Gove
Nepal, World Bank, German Gove|
UN Habitat (TA).

Chairperson: Mer 1Secretary (MUD)
Membel 2Joint Secretary (MOF
Membel 5Mayors (5 DR)
Membel 2 (Specialists)
Member Secre ED (TDF)

(11 member Board)

1994 own Development Fund Act

TDBrganisati

ProvidddDF with full autonomy.

Technical &
Monitoring Secti

TDF Board

Executive Direct

Loan and Gran
Section

External Consult

Administration 4
Account Sectio




The mandate
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Financing program

ADB

DHS NPROOMio DUDBC
L . Urban Environment
sl m—— ‘ L s  improvemePject

DWSS NPR 850 Mio

MPPW / MLD

NPR 1,500 Mio

Town Development Prog Small TowateSupplsnd

Sanitatid®ectoProject

Phase Il + 11
UN Habitat Support

3393?;3'52 N 58 municipalites 29small towns 8 towns
:§1e:fﬁthcﬁéfrecentrei: —Small tO\l_yﬂ_:S_ " = . only for water supply ~ outside Kathmandu V.
- w e} — - T - - -



B¢ TDFOs | oan &

Annual

al Funds (TDF Contribution) Pisbursemen

3,400 million = Euro 40 million NPR 400 milli

Loan ADB Loan

UEIP
22 NPROOMmillion

Financed Projects 20%

KWGrant

DHP
NPR 200 millic

ADB Loan
STWSSSP

KWGrant NPR 100 millic

KfWGrant TDR # 11
IDA Loan TDP |

125 310

Grant NPR5Omillion

1987 1995 2000 2005 2012



ckgroudnd DFOs L oan

Receivab
in Mio. NR

Received
in %

9.8

25%

UEIP

TDP | TDP I

STWSS3H ALL PROGRAM:!




Trend of drinking water prov

Period Characters

Duringlallperiod Traditional water supplysystesyweisnken water spouts, canals, etc.

anaiptd 960s

1966980 -Department of irrigation and water supply under Ministry of Water Re
-Thaational coverage was only 3.7% with insignificant percentage in 1

19861990 -Formulatafrpolicidls 9 9 2 6 s Wat er Waterdkesaurce Stratey

(International
decade of watel
sanitatio2000

2005), Nepal Water Supply Corporation Act 1989;

-Institutional ref@epération of Irrigation department under Ministry of \
andDepartment of Water Supply and Sewera@¢dif{BwwSS ) Howkeng and
planning;

-Rural area water supply schemes with cost shaririglvatara maten#ys|
planning and decision making by central level;

-DWSS supplying water in urban area through pipe connection

200@now

-Small town water supply & sanitation project (STWSSP);

-Wat er Udpebticpdrtici@atiom un gesision making, ownership, a
for operation and maintenance including tariff fixation, upfront cash cc
- Privatisatioinwater supply system

Other agencies

GoNvilaterahd multilateral donors including NGRw/aC#asenhmly in the f
of various projects and piloting




Progress in service delivery

Selected variables 1996 9 6 200604 201011
(NLSI$ (NLSIH (NLSIH)

House owner (% of household) 93.8 91.6 89.7
House renter (% of household) 2.2 5.4 7.8
Household with access to electricity (%) 14.1 37.2 69.9
Household with access to safe drinking wat 70.4 81.2 83.0
Household with access to toilet (%) 21.6 38.7 56.0
Primary school 88.4 91.4 94.7
Health centre 44.8 61.8 73.8
Cooperative 25.9 33.7 53.9
Commercial bank 20.7 27.8 39.9
Haabazaar (local weekly market) 41.4 60.7 64.0
Market centre 24.2 34.4 44.7

Paved road 24.2 37.2 51.0

[r— . P~ N A p— gy ey P~ PN PN



Drinking water in urban aree

e
ehaldstributionysourcefdrinkingvatemnurbararea®fNepal

Piped wati Hangdump / Well  Spolspring¢ Others Total

e (%) boring (%) (%) water (%) (%) (%)
andu valley 78.3 5.5 7.8 3.6 4.7 100
rn hill/mountains 75.0 14.9 25 4.6 2.9 100
hill/mountain  87.3 1.6 1.1 8.1 1.9 100
tarai 45.3 52.8 1.7 0.2 0.1 100
rédrai 25.3 72.7 20 0.0 0.0 100
rai 36.8 56.0 51 1.4 0.8 100

e: CBS (2009)



2004

2003
é 2002

2001

1991

0 50 100 150 200 250 300 350

Woater demand and supply [mid]
¥ Avg. daily production [mild]  Water demand [mid]

ter mining in Kathmandu

| sustainable withdrawal = 26.3 MLD
nt extraction = 58.6 MLD
exploitation > 60%

g

ring of the ground water table by 2.5 m/" = R



Water & sanitation cov@@ide

Water Coverage
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Drinking water & sanitapi@se:

—
Particular Access (%) Particular Condition (%)
Accese drinking water 80.33 Functiondrgqhking water project 17.91
Access to sanitation 43.04 Minor maintenance required 38.85
Major maintenance required 11.82
Reconstruction required 21
Out afrder 1

Drinking water in operation without mainte 75.1

= AboutrBillion people DO NOT have access to safe drinking water& nearly 21 million people V

Indicatarfsafaedrinkingater

Improved drinking water sources Unimprowvkthking water sources

= Piped water into dwelling, plot or yard #— Unprotected dug well
> Pi ped water i nt o r#eiUgphoieated §psngp | o't

w Public tap/standpipe #— Small cart with tank/drum

= Tube well/borehole #— Tanker truck

= Protected dug well #— Surface water (river, dam, lake, pond,
‘@ Protected spring channel, irrigation channel)

#— Rainwater




Resource gap In infrastructu

Available budget Budget requirddterim PlanResourgap (NRs

Sector
Fiscal year NRs. (in million (2006 1(MRs in million)  million)
E 2006 0 8 2316.23 4270.23 1954.00
-c% % 20086 0 9 2547.85 6618.88 4071.03
o @ 2009 10 2802.64 6618.88 3816.24
g Total 7666.72 17508.00 9841.27

& It was estimated that $8dubdliomould be required between 2001 and 2011 to meet |

sanitation infrastructure needs.

@ WaterAadtimated that the total funding required to meet the MDG target indie2QGfs
was US$1,099 million , egbd@ataitlica annually.

% UNDP estimated the amount to $d higié¢maition anrhediuse it included the costs f

household connections, sewerage, solid waste management and support programs,

& To reach full coverage of the small towns within the remaifeag ptaodvatlttesdibe ak
$ 272 million$ 45 million per year.




STWSS&phase |

Small Towns Water Supply and Sanitatipn >e zic
Project (STWS&3Rase |)

Project period-2008 and extenpEzD08

Provided services in 28ubefrtee 209 towns that GON identified

Demaadr i ven, i nteractive procedure in

Ministry of physical planning and works (MPPW) as a executing agency and D

Sewera@WSS) as an implementing agency

A subsidiary loan agreement was signed between the Ministry of Finance (MO

Fund (TDF) on 5 March 2001 to provide the sub loans to Water Users Sanitatic

town

The repayment rate was 41 % as of February 2011 and it marginally increasec

The debt of TDF to the Government dradeo8il/8986re than 70% of the total «




Fond mechanisir

50% cost sharing of the construction costs of water supplies by the citizens is
contribution is made up of 3 parts:

(1) 5% cash in advance

(i) 15% in Kiob{tocal materials or cash as an alternative)

(i) 30% as a loan from the Town Development Fund, to be repaid from tariff

Catchment

Bulk Water
—
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lLoan to oan for STWISSS

Projects
“rogramme

I Constructiori

sTwsssp 3.4, Profit & "Surplus» | Revolving
Loss Fund

UEIP 5.0p6

Loan = $12 million (NRs 840 mill| TDF (invested | Approved loan = NRs. 720 milli

Interesb be paid = 3.5% Water Users
Sanitation

Interest rate = 7%

Loan period = 20 yrs Committees of| Loan period = 15 yrs

ADB ) Small t
) Loan investment p20068 = owns Total approved towns = 29




Jiowns location

Eastern dev. regio Central dev regi Western dev region Mid western dev re Far western dey
region

7 4 10 5 3

(BelbagBirtampd  (Bardibas (BandipBenBardghat (Bijuwar (Attariyaami§i

Budhabdrekal Kamalankars& KawaswKhairenitdusma Birendranggar Mahendranggar

ltahayburunga Ratnanaygar LekhnakBrithivinarayan Kohalp@horadi

Triyuga Sunw&lWaling) Tulsipur

Municipality

Villageevelopment Committee (VDC)

11

18&overing 21 districts of Nepal

Locatiar all 29 towns implemented undéP8a%e



[Project based on Syste

ces of wi Type No. of proje Name of town project
_ Attariy8elbaBirtamgdtahayKohalpuamki
nd water Pumping 11
Mahendran®&psd&Ratnanagfiunwaburunga
_ BardibaenBirendranag#tkdfamalamai
Gravity 11
Kawaswihairenitdusmiaekhnaimug&Walling
ce watel
Pumping 1 Bijuwar
Gravity + Pum 2 PrithivinaragadBandipur
nd watel
Pumping + Gr. 4 BardghBudhabaedmorafilrulsipur

ce water




Mismatch in design assun

Non functioning plant Generat




Design assumption & calc

Wrongalculatioof growth rate of House hold number

Almost 5 towns exceec
planned H6l&wns have
less than 50% of plann
connection;

Actual rate of Househo
connection is about 72¢
planned household int
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Beni I
Bardibas N
Kawaswoli
Kamalamal "
Surunga
Bardghat EE——
Attaria T
M. Nagar
Birtamod I
Itahari I
Ratnanagar
Tulsipur
Budhabare S —
Kohalpur
Bijuwar I
Waling m——

Tﬂwga I
Sunawal I
Belbari

Bandipuir
Lekhnath

Khairenitar

E
©
=
o

Town Project

Average growth rate assumption without triangulating present and future land use pat
streets of the service area do not have distribution pipes for household connection.

As alternative source of water is available, people are reluctant to take new connectic



[Design assumption

Present Production Discharge to Design Discliarge\Gf

S. Nt QpQd%) No. of toy Name of town project and % of production discharge to de:

project
1 O90% 5 Beni98% Kusma6%¥;ikk&3% Khaireni{&i1%) kawasw@ %)
2 O 8M<909 2 Bardib#83% Birendrana(iio)
3 O #a0<809 2 Lekhngf6%), Biug@ 4%)
4 O50% 5 Bandip{i0% Kamalar@%Rrithvinaraya4oBijuwgB3%), &

Walling (31%)

About 50% of the town projects are running with production capacity of more than 80Y%
only 5 town project, based on surface source/s, are producing less than 50% of desigr

of total implemented surface water projects.

InBandipandPrithvinaragases, water sources have been depleted by more than 60% of

Transmissgatem is hampered due to poor electBgiywahentizsly depended on pumping

Source dispute for low production in Walling




[Design assumption

ent Production Discharge to Design Discharge/ef

Average daily pump operating hours (hrs)

- Town QPQA%) Sulsystem 1 Sulsystem 2 Sub system 3
Ratnagar 84.4 15 15.7
ltahari 64.6 13.5 8.5 4.1
Birtamod 56.9 19 12 8
Parsa 55.9 10.4
Mahendranagar 48.6 9.9
Surunga AVIRS 11.6
Lamki 39.2 10
Attariya 37.6 7.9
Kohalpur 29.2 17
Sunwal 18.6 12.5
Belbari 11.0 4.8




[Design assumption

Present Production Discharge to Design Discharngelof

Avqg. daily pump oper

%
S. Total systen QPQA%) hours (hrs)
Town 0
No. QpQd%)  Surface wate Ground wate
Suksystem 1Sub systen
subsystem  subsystem
1  Gharai 59.7 60 48 14.6 12.2
2  Tulsipur 56.5 44 35 13.1 12.2
3 | Budhabare 55.6 61 61 9.1
4 Bardghat 47.2 46 41 8.2

Production from surface water sub system are low due to depleting stage of surface v

becausé problemg@amsmission line and its components

As the operational cost of the generator is 5 times that of normal electricity, WUSCs &

whereas load shedding of 16 hour during dry season has not been considered during




[Design assumption

High system lossedlandRevenue Water (NRW)

Out of analyzed 27
projects, 9 projects ® FromProduction Side
per capita consumg
of more than 90 lite
per day.

3

EFrom Consumtion Side

=
9
=
<
=
=
E
=
n
c
o
Q

Tulsipur
Kohalpur

Prithivinara..
Bandipur
Sunawal

Birtamod
Ratnanagar
Kawaswoti
Budhabare
Khairenitar
Bardghat
Lekhnath
Birendrana..
Mahendran.,
Kamalamai

Town Project

Per capita consumptions of 11 towns have been lfmailtHowgdn gexrcéPita productions a
these town systems are high. The main reason for high per capita production and low
to high system losses and NRW.



‘Fechnical design & dete

Technical design Watequality

_ _ Arsenic in towns located in southern paraof
Poolayoudf the pipes and connections _
region)

: _ _ __Lime concentration inside the pipelonatesit
Mismatch of materiahaseonnection detailin _
hills and mountains

Mismatithpsition of reservoir tanks and théir many cases, the quality of water is below

capacities standards

Operatiaand maintenance (post construction management

Most of the towns have poor operation and maintenance

Timely repair and connection has been hampered due to lackrobaposssoraes] okl ibe

pipelines

Load shedding has also reduced the capacity of the production and distribution and s




Capacity of WUSCs

icised

SCs are weddrms of understanding technical design, lack of
Imely maintenance and failure to monitor frequently, and in s

name Total HH connections

NometerddHs

connections

Nommeterezbnnection

total connection (%)

i 4,084 313 8

lami 1,722 430 25
ga 1,065 450 42

ur 4,109 610 15

on their water tap.

out 25 to 30% of water revenue meters avahenhd@kimgmmproject due to blockags

n the distribution water, ugeassang lmater meter connections. But officially every h




Capacity of WUSCs

NRW in the projects in last fiscal year

S. Nc NRW (%) No. of town prc Town project and NRW %

1 <20 3 Ratnana@ks.7%haireni{d5.8%) &adsél8.6%)

2 020 t 5 Surung20.7%®awasw@l%dfahal@5.9Bardghat
(25.9%) ataisn{@a6.0%)

3 O30t o 5 Budhabare (30.5%), Beni (32.4%), Bandipur (32.4%
(36.3%) aBitamdds.45).

4 040 t 4 Birendrana@d%dprithivinaragg® 4%d)ekhnath
(45.9%) a@doraf#i8.4%)

5 O50 t 5 MahendranéshooBardibés4.9vdijuwdb6.2%),
Tulsip(B7.2%) akitariygb9%)

6 060 5 Sunwal (60.5%), Fikkal (66.7%), Belbari (68.9%) Ka

(86%) afdiyudas.8%)

= Poor management, incorporation of aged Gl pipes in distribution network, low qu:s
used in distribution network and high elevation differences within distribution area are
NRW (>40%)

% |n totality weighted percentage of system losses is about 60% (total volume const
produced water) in entire projecthbf STWSSP



[Financial

The proposedter tariff, HH connection did not meet the proposec
number

# Assumep connection of 91,237 in 2011 waé%@B8edviaadnly 72% achievement or z
planned.

# Average planned tariff ranges in minimum of NRs 126 ($ 1.68) to maximum of NR
at present ranges NRs87 ($ 1.16) to NRs 400 ($ 5.33) per 10 unit of water;

¥ Tariff of 28 towns in planned was NRs 253 ($ 3t8if)fbutlibesactaaderiod was just
($ 2.31).

+ The total water consumption of the towns estimated in the planned year was 16.7
consumption was 9.6 million m3 which is only 57 % than that of estimated

The total investment requoezdtionatise 29 towns (with additional 1

physical contingency, 10% contingencies for price adjustment ar
taxes of 13% is estindkes] §63.28 million



Managing conflict of intere




Stop the conflict of interes

Stormwat®rainage

80%oan- 20%grant mtag 20%0an- 80%grant

iyl 110 Mio. N



Gap between institutions

—
Institution Gap and weaknesses

TDF (a) Donguided development with diffgnertediless & interestor similar type o
project;
(b) DWSS camuedtudy whereas TDF was involved in the final stage of the -
(c)Weak project appraisal and little focus on post construction;
(dnadequate organisttioctake

WateUser (a)Ndechnical know how
Sanitation (b)Poofinancial and technical capability for timely reconstruction and renov
Committees (c)Prefeto implement rather than looking its long term sustainability
(WUSC)) (dMuni ci pal afmadrepiybhédiexpsctatioe of Idam writeyoff;
Municipalitic (e) Failure to raisetesdfedue to political pressure;

(f) No elected representatives but run by government officials

Governmer (a)lnefficient use of scarce resources;
of Nepal (b) Inconsistent pdbtoidggrojects from implementation perspective rather th
aspect

Donors (a) Mainly concern on disbursement rather than repayment and sustainabi
(b) Different policies and guidelines including interest rate




Recommendations

Government of Ne| Promotion of debt servicing through empowering local community
Need wétional urban investment policy

Fw Sharirgf budget and program by donors as per need priority rather
WORLD ~ ADBown sector with different policies

BANK \

Town De
Fund (TDF)

velopmen Commiman and grant policy for urban infrastructure investment

Viability gap fulfillment (either by GON or donors)dartwelakisr fofesd
infrastructure projects

Needf robust project appraisal with coordination among the concet
concept to completion of the projects including post construction v

Ensure loan investment through covenant

WateUsers Should mprefessional, more inclusive and transparent
Sanitation Commit

(WUSC) and
Municipalities

Need technical and managerial assistance for project implementat
constructimanagement



Restructuring of TDF

=i :-'“
el |

LRy &

- -t !
) w2l gl =

~.";--;:< m 32588 ’k”fw" N ADB ﬁ

Business plan (BP)/Business rest
actioplan (BRAP)

Workout plan for bad loans
Common loan and grant policies

National pdbcyurban infrastructure
Investment

Newrganogram
SOP & relevant documents
Key Performance Indicators (KPIs



TDFOS common

Social Infrastructure (Soci¢ Urban Infrastructure Economic/Revenue Gener
environmental importance) Infrastructure

TDFO6s g 80% 60% 30%

TDFo6s | 10% 30% 60%

Muni ci p 10% 10% 10%

contribution

Project detailin¢ (i) Drainage () Drinking water () Bus parks and parking s
(ii) Public toilets (i) Solid waste manageme for rickshaws, horse carts,
(iii) Slum area improvemer (iii) Slaughter house (i) Land pooling
(iv) Sanitation programs  (iv) Street lighting (vi) Sports, stadium, recre:
(v) Prprimary schools (v) Roads areas

(vi) Libraries/Reading halls (vi) Protection of natural (iii) Preservation of natural
bank for poor children) resources mcludmg contro cyltural, archaeological or
(vii) Health centres/Health andt not!se po”‘:(t'on_’ public gjteg

(viii) Fire station Protection Works, river (iv) Supply of electricity an

) _cuttings/Floods/Soil erosio e o
(ix) Green zones/Parks/Ple control, preservation of rive communication facilities

grounds streams, ponds/Deep wate (V) Generation of
(x) Community buildings ai wells/Lakes/Stone spouts; electricity/Distribution of
houses Plantation of road sides  electricity (not urban)




TDFOS new oOr

Executive Board

Investment Promotion Committee

Executive Director

Secretariate (1 G0, | GA)

Planning, Monitoring and Evaluation (PME ) Centre
(1D,1A) +ZIC (WB/GiZ)

Grievance Handling
(1 GA/Receptionist)

Internal Auditing (I FO/Part time)

IMS and Reporting Section Planning, Monitoring and
(1IMS Expert + 11C) Evaluation Section (160, |
IC/CIM)

Department Department Department

Human Resource and Fund

Project Financing and Risk

Management (PFRM)

Project Management and Technical Assistance

(PMTA) Management (HRFM)

Division | Division | Division Division I I Division fﬁmml I Division

Business Promotion Project Monitoring Technical Project Finance Risk Fund Management HR Management
and Project and Supervision Assistance and (PF) Management (FM) and

Development (BPPD) '*'a(;aﬁ;"ﬁ"t “ﬂﬂsu'mﬁwim (SM) Adm(i;llli?s&a)tiun




Standard Opration Procedt

TDFE Standard Operational Procedures (SOP)

Internal Steps and
Procedures

Time (W

External Steps and
Procedures

Client decided to se
support by TDF for
financing and conta
TDF Representativg

Consultation with Cli
proposed project and
Provide TDF Financi
& standard set of dog
to Client to receive L
Support from TDF

Formal Request wit
Applicatigform(includ
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