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Editorial

In the journey of almost three decades in water supply
sector, TDF has achieved promising results in terms
of enhancing access to safe drinking water through
improved facilities and services in more than 100
towns. TDF has long experience of working in urban
water supply sector as a key partner in ADB funded
water supply projects (Small Towns Water Supply and
Sanitarian Sector Project and Urban Water Supply
and Sanitation Sector Project); working very closely
with WUAs (Water Users’ Association) and local
level government by providing financial and technical
assistance. Thus, It is strongly believed that TDF’s long
empirical experiences and learning would help others
to understand, perceive and replicate the community-
run sustainable model of water supply projects.

Against this background, TDF intends to document
evidence-based knowledge products in water supply
projects by publication of this book for knowledge
sharing related to good practices and lesson learned
in implementation of community-run water supply
projects in Nepal. In addition to this, the publication
would also help to expand TDF’s outreach to wider
stakeholders disseminating about TDF, its financing
and working modalities, success stories and areas for
improvement in future.

In this contexts, TDF management realized a pertinent
need of a journal publication entitled “Decades in
financing in water supply- TDF’s Experiences”; which
ideally been considered a plot where the sectoral
experts, bureaucrats, donors and WUAs were

requested to serve their critical thoughts on about
TDF, water supply projects and future roadmap. The
Editorial Team, did not made any amendment on any
contribution products (articles, case studies, interview
etc) nor did it trim without prior consent from the
concerned author except for typo error and structuring
of the content. There was no restriction in language;
the author was free to decide his/her write off either
in English or Nepali. He /she was asked to choose a
language as per his/her comfort and competency.
Nor does any of the products were translated one to
another.

I“

The journal “Decades in financing in water supply-
TDF’s Experiences” consists four sections including
Message, Articles, Interview and Documentary
Evidences (Case Studies). The Editorial Team believes
the published articles reflect the thoughts in individual
basis and are aligned with sectoral issues and TDF
positions in particular. Therefore, Author’s opinion
and perceptions have been given wider spaces to bring
all their feelings in a plate that would be useful to blend
for TDF’s future endeavors.

The Editorial Team is glad to bring this journal to a
standard to make it worth pleasure reading; the team
would appreciate any remarks and comments for
future improvements. Lastly, we extend our sincere
thanks to TDF management for such an opportunity
and we are indebted to each author, interviewee and
WUAs for their valuable contribution.
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Hon'ble Bikram Pandey,
. Minister
Ministry of Urban Development
Singhadurbar, Kathmvandu, Nepal
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Debt service and its recovery
in TDF funded water supply

projects

Introduction - loan investment
and recovery in water sector

Loan lending has become a trademark of every Town
Development Funded (TDF) infrastructure projects
and programs; there is a true perception that any
project involving Town Development Fund is financed
in loan. Town Development Fund is a key stakeholder
of ADB funded small town and urban water supply
sanitation sector programs, in other words its stake in
water sector counts for more than two decades; up-to
now in more than 100 cities, TDF has invested loans
to Water Users and Sanitation Association (WUAS)
in a modality of tripartite contribution *(70% grant
from government of Nepal, 25% loan from TDF and 5%
upfront cash contribution from WUAs.)

Loan recovery and sustainability has come forward as
a pertinent question today. In one hand, repayment
is below the expected target and on the other hand,
the water projects are struggling to operate smoothly
with various reasons; this sometimes shrink eyebrows
whether the typical project financing modality (mix
financing of loan and grant) is on right track; however,
without a trustworthy research and study on the crux
of loan recovery and project sustainability, it would be
premature to blame the modality itself.

In latest, TDF through its self-assessment evaluation
of small town projects (first, second and third phases)
has pushed on holistic development (improvement)
of a project is preconditional for loan recovery and
sustain the project long; this holistic assessment
metrics has been called as sustainability framework
which is defined through FAR landscape (functional

- Anup Kumar Regmi

water system, accountable finance and responsive
institutions); these three aspects can be described as
three main pillars of sustainability and longevity of a
water project.

The tripod of technical, financial and institutional
capacity of a water system or town is expected to
remain in equilibrium and any shortfall impact of one
side to other twos would be crucial. A diagnostic study
is yet to come for a large number of water systems
but technically failure project could not sustain long,
despite of its strong financial and institutional legs.
Similarly, a technically good project might be failed to
get enough return in lack of financial correct posture
or of its ruined institutional capacity.

Internal report shows about 246% pay back in water
supply sector, thoughitis notenoughtothe expectation
but yet it is convincing specially when about 50% of
the projects are suffering from various problems.
The assessment report reinforce that the financial
shortfall is interlinked with other two sides, technical
and institutional gaps. Hence, the interdependency
of these three pillars illustrate the capacity of regular
loan payment for each towns/ WUAs.

Loanrecovery and its key barriers

The recovery model is considered successful in first
small-town projects, slightly lagging behind in small
town second phases and in an alert stage in small town
third phases. So far small town first, 14 towns (out of
21) have already nullified their loan both in principle
and in interest and are performing so far good in both
financial and institutional sides; the report also has
rated these towns either in good and satisfactory

The portion of loan would be different in different phases of small-town projects
2This figure excludes the towns whose loan has already been cleared
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3(FAR score more than 75 and 65 respectively). Rest
of the seven towns are critically ill as their pay back is
logged and compounded since along.

So far, small town second projects, the project size
and loan volumes (50% loan; 5% upfront and 45%
loan) both were bigger in this phase; hence, timely
repayment is being little tough. It is worth mentionable
that the loan cycle has been started from 2017 and till
last fiscal year, only 25% time of loan maturity has been
covered up; Therefore, 32% recovery in 25% of time
elapsed is not much disappointing. however, those
towns who are yet to pay a single penny have raised
default risk already. In these circumstances, a silver
line is seen in the horizon where some “exemplary
towns are honestly paying their loan despite they are
technically poor.

The trend of small town third is little discouraging
as most of them have ignored the agreed tariff and
other financial parameters; therefore, their financial
FAR score is just 57; which means they needs huge
improvement in their financial health; these indicative
symptoms required to be cured in time.

Consequences of technical performances over other
two sides are quite significant; 40% of technical
deficiency seems negatively stimulating for 40%
financial downfall; In simple, more the technical failure
more would have been the impact on debt service or

"Decades in financing in water supply" TDF Experiences “@UTHAT gD TOMA!” TR [dHTH BISTHT 3THAET

financial accountability; and 20% of impact has been
attributed to institutional responsibilities.

In sustainability perspective, this chart 1, could be
interpreted as financial and technical sides are more
associated than institutional that indicates, a strong
management and leadership may fail when the project
is technically ill and financially weak.

40%
technical

40%
financial

20%
institutional

Chart 1- consequences of sustainability parameters

Chart 2 and Chart 3 both shows interrelation between technical functionalities and financial performances; in
both small-town projects financial performances (repayment) been found significantly correlated with technical
performances; it means higher the technical performances, more the project financially stronger.

Small town first projects
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Chart - 2, Dependency of two variables in first small town projects

SFAR score is aggregated score of technical. Financial and institutional performances and it rates the water system as good
project with FAR > 75; satisfactory > 65 < 75; poor> 50 < 65 and sick < 50
4(Khandbari, Adharshanagar, Baglung, Kushma, Surkhet valley, Duhabi, Damak, Indrapur and Sandhikhark)
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Second small town projects
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Chart - 3, Dependency of two variables in second small town projects

Both charts, denotes that the projects below 50 in technical were failed to generate adequate revenue to be able
to payback TDF’s loan. Thus, technical parameters, such as regular and reliable service (24 hours), quality assured
(water quality compliances), coverage ratio, non-revenue water (NRW) etc have huge influence on technical as
well as on entire sustainability framework.

In average small- town projects were found currently are able to provide water for 16 hours in a day. Only 41%
of towns from first phase and 30% from second phase are getting 24 hours round clock water services; those
towns which have service delivery efficiency of 12 hours and above been able to pay back their loan in regular
basis; hence, better service is proven a precondition for financial sustainability. This is more evident from the fact
that the seven projects from first small town which are lagging behind to clear their dues were found unable to
provide water even at-least for half a day (12 hours).

The recovery rate for small town second phase (=25%) is quite resembling to the service delivery performances
(about 75% are behind the half day schedule; failing to serve for 12 hours). Hence, water systems which are able
to cater services for12 hours and more are still been capable to repay their loan; this is more apparent in below
table that 60% of water systems from small town first have clarified their loans who are above 12 hours delivery
bench mark; very similar scenario in second small town projects; as those who are beyond the bench mark are in
good financial conditions and are anticipated to improve their service even better.

Small town i 41% 19% 40%
Small town ii 30% 25% 45%
Small town iii 50% - 50%

Table - Service hours in small town projects

A serious question is about production of water (water yielding) and its subsequent use (consumptions).
Production and consumption are both lower in small town 2nd project (116 liter and 73 liters per capita
respectively); though bit better in small town 1st (145 and 101 liters per capita respectively); it is obvious,
when production is low then the consumption would be lower too. In average non-revenue water comes to 32%
which means still a huge probability of bring large amount of water under the revenue stream. If 10% margin is
considered at-least about 22% of water may come under on billing that may have positive revenue impact.




"-@fz "Decades in financing in water supply" TDF Experiences “@RUTHAT gD T IR [dHTH BISTHT AT

Trend of consuption and production in small town second projects
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Chart 4, Consumption and production ratio in second small town

In general persuasion, Water users must produce enough water through their water system, should consume its
maximum/ optimum, tariff reasonably, pay honestly, collect in time, payback in regular and run and expand the
system with quality services. However, the chain reaction of one to another and viciously circling each to next is
the biggest bottleneck for debt service management.

Tariff obedience is a matter and even it is genuinely applied, the tendency of water users staying in the lowest
band (lowest block in increment block tariff) has posed more challenges on revenue generation. The lowest tariff
ratein generalis considered a subsidized and compensated for the lower rug people but unfortunately about 35%
of households were found paying the lowest tariff (minimum threshold) or their consumption is unexpectedly
low. In average, in small town 1st and second, monthly consumption comes between 16 and 17 units but a large
portion of households as stated above fall under minimum band (=<10 units); hence, in average at least 7 units is
lost from 35% clients; which in total comes a huge.

Apart from the concentrations in lower band, most of the water systems in second small town are found ignoring
TDF recommended tariff; as aresult, the average monthly billing is lower than the bills should be as recommended
(chart 5); According to TDF’s recommendation, the average monthly bill for a household should come to rupees
520 but now it is about 503 rupees only.

«=@==monthly average bill ==@==possible bill as TDF recommendation

Bill amount in Nepalese rupees

monthly billing in second small town projects

Chart 5, comparison between the existing billing trend and billing as per TDF’s recommendation
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Nevertheless, below chart -6, depicts, quite different billing trend in small town first project, more towns
(projects) have higher average billing than the bill would have come while applying advised tariff rate.

Billing in Neplease Rupess

e=@==monthly bill

-2

bill as TDF recommendation

Monthly Billing in small town first projects

Chart 6, Existing billing trend and billing as per TDF’s recommendation in first small town projects

In this case (first small town projects), average monthly
bill for a household comes to Rupees 393 which is
more than the average possible billing (Rupees 331)
with TDF recommended tariff rate.

The average bill amounts of second small town is quite
higher than the first small town projects (393 versus
503) but still lower than TDF recommendation (rupees
520). Hence, average unit charge for small town first
comes to rupees 23 and for small town it is 32 rupees
(8 rupees expensive).

Not only there are issues of tariff obedience and unit
charges; collection efficiency makes the bigger impact
in the vicious circle which is a predominantly low in
small town second phases with possible overdues of
30- 35%.

Possible way outs for improving
recovery rates

First and upmost priority is to enhance technical
resilience; i.e. to strengthen technical competencies of
poor projectstoitsnormal.Unlessaprojectisfunctional
and can deliver quality service, it would be rather hard
to gain trust and supports from its clients; more they
are served much they respond positively. Therefore,
through technical enhancement and improvement
of problematic projects is must; if left unattained,
chances of rapid deterioration would be high and even
could go toirreversible stages. Therefore, A dedicated
rehabilitation fund should be established to rescue
sick and problematic projects.

Willingnessto payis related with consumer satisfaction
and increment in number of users; still there is a
possibility to expand water services to at-least 25%
more population, as the water supply coverage ratio
is not saturated in many towns; this will provide
opportunity for more connection and more household
connection means higher chances of consumption
increment.

The loan portion in small town second project is higher
than other phases of project which has impacted
project cost and in simultaneous to tariff rate;
therefore, some relief strategy should be in place to
rescue high cost projects.

Transparency and accountability of Water user’s
associationwouldincrease trust amongthe consumers;
therefore, applying billing and electronic payment,
introducing rewarding and privilege mechanism for
regular payee would inspire the entire community; in
additionto these, publicaudit, intime Annual general
meeting, and competent human resources bridge the
gap between service providers and the clients.

Water Users Association and TDF should think and
work on beyond the tariff scenario, that means debt
payment should not rely on tariff only; other possible
income sources, like water bottling, rent and lease of
land and other assets may help to gain some income.
A detailed business plan may help to explore various
income generation activities.
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TDF should collaborate with local government (urban
or rural municipality); TDF may leverage its loan to the
municipal/ rural water supply schemes inloan financing
and municipality will set up its working modality; for
example, Municipality as a regulating body and TDF’s
client both, can choose WUAs as an operator.

Recently, the Local Governance Operation Act, 2017,
entrusted municipalities with responsibility for Water
and sanitation services and the Water supply and
sanitation act 2079 have more precisely explained the
role of local government about its accountability and
responsibility onprovidingbasicservices with different
options for water supply systems management,
operation and regulation.
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Conclusions

TDF’s long experiences on loan investment and its
recovery has proven its a unique government entity.
Loan lending has posed some challenges on its
expected level of recovery, however its ingenuine to
make any remarks on water supply projects where
there are many best towns and cases to prove debt
financing is instrumental for sustainable project
operation. If the FAR framework is considered well in
each and every project and are supported to improve
their holistic dynamics including technical, financial
and institutional efficiency, there is a huge potentiality
and opportunities to collect more revenue and sustain
the project long.

~This article is based on the report self-assessment evaluation of small-town projects and some other empirical

experiences and studies from TDF Nepal.

The author is working as a Business Development Expert in TDF;
he has served in water sector for more than 20 years and in coun-
try and abroad both.
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Small Town : A Sustainable
Model of Water Supply in

South Asia

Abstract

GoN of Nepal, had initiated the Small-Town Water
Supply & Sanitation Sector Project in 2001in grant
and loan assistance of Asian Development Bank. The
project chronology shows that the PPTA (Project
Preparatory Technical Assistance) for the First phase
Project was completed on August 2000; ADB did
approve the loan and PPTA on 12 September 2000 and
the consequent loan agreement between the GoN and
Nepal was inked on 18 December 2000.

Small town projects were conceived and designed
in demand led, community managed and of partial
cost recovery model. Communities/beneficiaries
were reminded in epicenter of the project as they
were involved in the whole project cycle in particular
in project designing, implementation, construction
supervision and monitoring and in post operation
phases for operation and maintenance. So far, financial
contribution, 50% of total project cost was in grant
from Government of Nepal & rest 50% amount was
contributed from the community. Among the 50%
community contribution; 5 % cash was collected by
individual tap users as up-front cash contribution, 10
% contribution was allocated for in civil work from
the community during the construction of water
& sanitation facilities and remaining 35% cost was
managed taking loan from Town Development Fund
(TDF) with 7% interest per annum for the period of
20 years. Altogether, 29 small town water supply &
sanitation projects were completed under the First
Small Town Water Supply & Sanitation Sector Project
(FSTWSSSP) during March 2001 to December 2009.

Small town project in debt financing was a new &
innovative concept in the water supply & sanitation
sector for the sustainability of the water projects.
DWSSM (Department of Water Supply and Sewerage

-Hari Prasad Sharma

Management) & TDF’s continuous supports are the
key for successful implementation and post operation
follow -uplt was not an easy to collect up front cash in
time and some projects are still lagging to pay the loan
installment in time.

After the successful completion of first small town
water supply & sanitation sector project; second
small town water supply & sanitation sector project
was implemented starting from November 2009 to
December 2017. Altogether, 21 town projects were
completed under second small town project in the
same cost recovery model but the interest rate of
TDF was a bit lower (5% per annum). Third small
town water supply & sanitation sector project has just
been completed in 20 more towns. The proportion
of contribution was little changed in this phase; 70%
cost is granted by GoN and 30% is contributing by the
community.

Loan recovery in first small town water supply &
sanitation sector project is about 56%. Most of the
communities are paying loan & interest timely. Thirteen
towns had already paid their loan including the interest
accumulated. Most of the towns have sufficient cash
balance to operate, maintain & expand their facilities.
The criteria of 24/7 (24 hour in all seven days) water
supply and Nepal Drinking Water Quality Standard
2062 is being maintained in 10 towns. Development
of resource center or technical mobile service to solve
their technical issues, establishment of support fund to
investinurgent situation such as damage due to natural
calamities, installation of SCADA for automation is the
future step to strengthen towns’ water supply facilities
are under process and expected to accomplish soon.

Key Words : Innovative, Community Managed, Sustainable, Cost Recovery, Small Town Water Supply & Sanitation,

Town Development Fund
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Small Town: AnInnovative Model of Water Supply
in South Asia

1. Introduction

Government of Nepal has implemented three Small Towns Water Supply and Sanitation Sector Projects
(STWSSSP ). with the financial assistance of Asian Development Bank . 1st SmallTown WSS Project was started
in September 2000, 2nd phase inSeptember 2009 and 3rd one from September 2014.

The Loan processing information of Small Town Water Supply and Sanitation Sector Projects are as follows;

Table 1: Loan processing data of the small town projects

1 PPTA completed on August 2000 August 2009
Loan Approval from ADB 12 September 2000 17 September 2009 19 September 2014
Board

3 Date of Agreement 18 December 2000 27 November 2009 25 November 2014
Loan Effective Date 16 March 2001 14 January 2010 23 February 2015

5 Project Completion Date = 31 December 2006 31 December 2017 31January2021

after extension
6 Final Loan Closing Date 3 December 2009 31 June 2018 31 July 2021

Small town projects were based on demand driven, community managed and partial project cost recovery
approaches where the community were engaged from project design to post operation management. Partial
project cost was granted by the Government of Nepal & partial cost was contributed from the community in cost
recovery basis. Community contribution is managed as upfront cash, loan from the TDF and in 1st small town
projects, labor contribution was also considered in community parts.

Taking into account these considerations, the small towns are defined by the following characteristics:
2. Eligibility & selection criteria in small town projects
To be considered as a small town, following basic criteria are to be required to meet

i. Population. The population of the estimated service area will be from 3,000 in the hills and 5,000 in the Terai
to 40,000.

ii. Population density. The population density should be at least 40 persons per hectare in areas that need to
be provided with water supply and sanitation services.

iii. Road access. Thetownislocated close to an all-weather road along the east-west highway or the main north-
south feeder roads.

iv. Basic infrastructure. The town should have access to grid electricity, basic telecommunications, banking, a
lower secondary school, and a health post.

v. Conditions of water supply and sanitation services. The town must meet at least two of the following
indicators of hardship regarding water supply and sanitation facilities:

q0
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a. marginal or unacceptably low water quality below the basic WHO water quality standards, or national
standards when in effect, in two or more important categories;

b. water quantity available from the current system is less than 30 Ipcd;

c. availability of water from taps is less than 2 hours per day;

d. 50 percent of the water users have to spend more than 30 minutes per day to collect water; and
e. 50 percent of the service area populations have no private latrines.

To ensure objectivity in prioritizing the project towns, town project selection criteria are established. The criteria
reflect socio-economic and health conditions as well as demand from the respective communities for improved
water supply and sanitation services in their locality .. Town based water supply projects are/ were selected on
the basis of community’s willingness to contribute a minimum of 15% of the construction cost including minimum
of 5% up-front cash of the total cost and additional commitment to repay through water tariff for about 35 %
of the loan amount over a time period of 15-20 years of operation. In general, the project selection criteria
for screening and prioritizing the town was based on the existing water supply and sanitation condition, service
level, hardship and willingness to participate from the local bodies and WUSCs.

Treatment Plant in an ADB funded water supply project.

1
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Small town projects have/have quite similar though bit different objectives and outcomes as listed below.

Table 2 : Objectives & Outcomes of the Small Town WSS Projects

1

2.

Objectives

Outcomes

i) improve water supply

and sanitation facilities and
provide a health and hygiene
education program in each
town

ii) support community
participation in development
of water supply and
sanitation facilities

iii) promote community-
based water quality
monitoring

1. Public Awareness
Campaigns and Health and
Hygiene Education - Public
awareness campaigns

were conducted for 70,306
beneficiaries—51,181 female
and 19,125 male—to create
awareness among local
people

2. Water Supply and
Sanitation Facilities - The
construction of piped

water supply in 40-50 77?2,
installing 834 kilometers

of water pipes, 80% of
individual houses were
connected with safe water &
sanitation Facilities

3. Technical Support for
Water User and Sanitation
Committees

4. Project Implementation
Assistance

i) Improved health,
economic and
environmental living
conditions of peoplein
small towns in Nepal.

ii) WUSCs
strengthened and
fully addresses the
concerns of the
diverse groups of
users

Component 1: Developing
an Efficient, Effective, and
Accountable Urban
Water Supply and
Sanitation Sector

Component 2: Developing
Water Supply and
Sanitation Facilities -
developing safe, accessible,
and adequate water supply
and sanitation facilities

in about 20 towns, with

an average population of
16,000 per town

Component 3:
Strengthening Governance
and Capacity for Project
Management and
Operation

i) Improvements in inclusive
access to and service levels
of WSS in small towns.

ii) Institutional strengthening
and capacity building of

local governments, service
providers, and the TDF

Component 1: Improved
Water Supply and Sanitation
infrastructure - Upgrade

or construction of water
supply systems in 20 towns
laying 1450 kms pipeline
with 78000 individual house
connections. Construction of
some 5000 additional private
toilets with septic tanks

Component 2: Strengthened
sector policy, regulatory

and institutional capacity
and service delivery -
Establshment of ISSAU in
DWSS. Restructuring of the
Town Development Fund
(TDF) for capacity building.

Component 3: Improved
project implementation -
better project management,
project design, and
supervision of project
construction activities
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Table 3 : Financing Modality

of the Small Town Projects

Government 50 % of project cost

of Nepal
Water Supply )
Components Community
Local
Authorities
Sanitation
components Local
Authorities

grant from the GoN

5 % upfront Cash

15 % cash / kind or labor
contribution during the
construction

30 % loan taken by the
community from the
TDF

Interest on loan 7%

Payback period 20 years

85 % of total sanitation
cost as Grant

15 % cash contribution
during the construction
period

50 % of project cost
grant from the GoN

5 % upfront Cash

45 % loan taken by com-
munity from the TDF

Interest on loan 5%

Payback period 25 years

85 % of total sanitation
cost as Grant

15 % cash contribution
during the construction
period

70 % of project cost grant
from the GoN

5 % upfront Cash

25 % loan taken by com-
munity from the TDF

Interest on loan 5%

Payback period 25 years

85 % of total sanitation
cost as Grant

15 % cash contribution
during the construction
period

3.Small Town Water Supply and Sanitation Sector Projects Financing

As mentioned above, all three Small Town Water Supply and Sanitation Sector Projects were financed by the
Asian Development Bank. The details of each phase project cost is provided in below table

Table 4: Project Financing

1. ADB
OFID
2.
Trust Fund
3. Government of
Nepal
4. Local Government
5. Community
Total

Type of Funding

Amount in % of
million funding
32.13 63.01
0 0
0 0
11.98 23.49
0.21 0.41
6.67 13.08
50.99 100.00
Loan

Amount in % of
million funding

45.10 62.90

0 0

0 0

20.50 28.59

6.10 8.51

71.70 100.00

Grant

Amount in % of
million funding

60.00 55.05
20.00 18.35

1.30 1.19

23.10 21.19

4.60 4.22
109.00 100.00

Loan

13
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4. 1st small town project; project output and outcomes

In 1st small town, 30 projects were selected to implement in different batches; 8 towns including Fikkal, Trijuga,
Parsa, Rtnanagar, Bandipur, Lekhanath, Birendranagar & Attariya were in first batch and 15 more towns namely
Surunga, Bardibas, Kamalamai, Prithivinarayan, Khairenitar, Kusma, Beni, Waling, Kawasoti, Sunwal, Bijuwar,
Tribhuwannagar, Tilsipur, Kohalpur & Mahendranagar were implemented in second batch and in the last batch
seven towns like Budhabare, Birtamod, Belbari, Itahari, Nijgad, Bardhaghat & Lamki were considered for
implementation but Nijgad was dropped during implementation due to the local disputes. Hence only 29 town
projects could be completed in FSTWSSP.

In total, 514638 population have received the potable water in base year and is expected to expand for 890,545
population by design year ( 20 years).

Table 5 : Project Cost & Loan Recovery Status of first small town water supply and sanitation sector projects

1. Bandipur Tanahu 19,781,743 9,890,872 9,890,872 6,468,764.76 3,831,783.95 6,468,764.76 - 14/01/2019
2. | Bardaghat Nawalparasi 59,075,192 29,537,596 29,537,596  16,254,605.22 6,992,977.71  16,254,605.22 - 29/06/2016
3. | Bardibas Mahottari 62,383,059 31,191,530 31,191,530 23,591,085.61  13,107,67325 23,591,085.61 - 15/07/2020
4. Ghorahi Dang 95,883,174 47,941,587 47,941,587  42,277,380.17 = 20,383,850.13  42,277,380.17 - 07/09/2017
5. ltahari Sunsari 157,887,464 78,943,732 78,943,732  70,783,903.46 = 35925,836.27 70,783,903.46 - 14/01/2025
6. Kawasoti Chitwan 77,141,859 38,570,930 38,570,930 29,848,413.08  12,275,082.63 29,848,413.08 - 31/12/2014
7. Khairenitar Tanahu 20,324,588 10,162,294 10,162,294 6,674,590.36 2,580,527.76 6,674,590.36 - 02/10/2015
8. | Lekhanath Kaski 184,155,611 92,077,806 92,077,806 77,733,846.07  39,809,714.78  77,733,846.07 - 15/07/2020
9. Parsa Chitwan 40,055,433 20,027,717 20,027,717 = 11,082,114.05 6,659,553.37 11,082,114.05 - 09/05/2014
10.  Ratnanagar Chitwan 99,974,600 49,987,300 49,987,300 32,508,047.65  19,244,210.48  32,508,047.65 - 19/01/2016
11 Kushma Parbat 74,134,098 37,067,049 37,067,049  24,566,592.14 = 12,623,726.22 24,566,592.14 - 12/01/2015
12.  Surunga Jhapa 48,802,247 24,401,124 24,401,124 18,898,803.91  10,147,008.01 18,898,803.91 - 14/03/2016
13.  Tulshipur Dang 89,372,923 44,686,462 44,686,462 41,263,366.11 = 20,297,253.83  41,263,366.11 - 14/01/2022
14.  Attariya Kailali 46,840,933 23,420,467 23,420,467 @ 15,039,370.60 = 12,377,113.57 9,193,248.75 5,846,121.85 14/01/2028
15.  Belbari Morang 67,685,154 33,842,577 33,842,577 37,616,009.64  15,193,162.64 - 37,616,009.64 15/07/2028
16.  Beni Myagdi 44,860,267 22,430,133 22,430,133  15,389,724.20 9,780,194.40 = 12,446,544.04 2,943,180.16 14/01/2028
17.  Birendranagar = Surkhet 240,029,562 120,014,781 120,014,781  96,945,551.71  66,291,306.50 @ 84,911,276.36 = 12,034,275.35 14/01/2023
18.  Birtamod Jhapa 143,801,243 71,900,622 71,900,622 38,462,186.01  26,488,796.18  28,564,854.50 9,897,331.51 15/07/2027
19.  BrihatBijuwar = Pyuthan 73,012,797 36,506,399 36,506,399  32,069,720.27  23,461,489.70 - 32069,720.27 14/01/2028
20.  Buddhabare Jhapa 114,964,876 57,482,438 57,482,438 53,252,294.23  27,972,815.81 3,066,495.46 = 50,185,798.77 14/01/2028
21.  Fikkal llam 49,479,954 24,739,977 24,739,977 @ 24,052,073.86  19,195,457.59 3,659,495.76 = 20,392,578.10 14/01/2028
2 Ka}malamai Sindhuli 70,620,539 35,310,270 35,310,270  39,495,928.31  21,577,662.25 - 39,495,928.31 14/01/2028
(Siddheswor)
23, Kohalpur Banke 74,219,420 37,109,710 37,109,710 = 33,955,409.01  21,960,254.25 - 33,955409.01 14/01/2028
24.  Lamki Kailali 79,141,956 39,570,978 39,570,978  33,536,110.17  26,230,346.85 8,811,340.07  24,724,770.10 14/01/2028
25, z/lgztendran- Kanchanpur 60,739,112 30,369,556 30,369,556  30,925,514.02  14,103,780.42 131,148.70 | 30,794,365.32 14/01/2023
26.  Prithvinarayan = Gorkha 51,039,737 25,519,869 25,519,869  25283,791.73  14,274,477.22 2,313,860.12 = 22,969,931.61 15/07/2022
27 sunwal Nawalparasi 87,116,541 43,558,271 43,558,271 = 36,295,927.64  30,708,799.16 4,300,663.36 = 31,995,264.28 14/03/2023
28.  Triyuga Udayapur 75,305,132 37,652,566 37,652,566 55768,458.41  34,304,698.43 - 55768,458.41 15/07/2028
29.  Waling Syangja 67,717,660 33,858,830 33,858,830 22,223,707.66 = 15,028,051.21 - 22,223,707.66 15/07/2020
Total 2,355,765,131  1,177,882,565 1,177,882,565 985,794,525.3 578,995,820.6 552,881,675.0 432,912,850.4

9%
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Total investment cost for 29 water system was 2375.55 million NPR whereas community financing was
about1177.88 million NPR. out of the, 1187.77 million NPR (Nepalese Rupees), 985.79 million NPR was in
loan from TDF. Up to the end of Chaitra of Fiscal Year 2078/079; Water User’s Associations have paid 578.99
million interests and 552.88 million principal amount to TDF. Hence, the Capital recovery in FSTWSSSP has
reminded to about 56%. More than half of the communities are paying loan & interest timely. 13 towns including,
Bandipur, Bardaghat, Bardibas, Ghorahi, Itahari, Lekhanath, Parsa, Ratnanagar, Kawasoti, Surunga, Khairenitar,
Kusma and Tulsipur have already have cleared their loan with interest. Most of the town projects have sufficient
cash balance to operate system, maintain & expand their facilities. However, 6 towns like Belbari, Brihat-Bijuwar,
Kamalamai, Kohalpur, Sunwal and Trijuga have not paid even a single installement of principal; despite 80 % of
loan time has already been crossed.

5. Construction of Water Supply & Sanitation Facilities from 2" small
town project
All together total 21 town projects were financed by the Second Small Town Water Supply & Sanitation Sector

Project (SSTWSSSP). The project construction activities were started from January 2010 and completed by
December 2017.

Resembling to first phase projects, second small town projects achieved a beneficiary contribution of 50% of the
total projects. Communities have collected 5 % upfront cash before the bidding process and deposited in their
bank account. 45% of total contractual amount was in loan from TDF. The detail is shown in table 6, below:

Storage facilities in a small town water supply projects.

1%
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Table 6 : Project Cost & Loan Recovery Status of second small town water supply and sanitation sector
projects

Adarsanagar

L (Brae Kanchanpur 111,175,550 55,587,775 55,587,775 49,691,37418  16,202,67046 463300753  45058,366.65  15/07/2032
2. Baglung Baglung 185,333,930 92,666,965 92,666,965 11544852408 65565653  42,331,888.08  73,116,63600  15/07/2032
3. Baitadi Baitadi 129,180,791 64,590,396 64,590,396 50,457,99503  7,537,960.08 - 50457,99503 = 15/07/2034
4. Damak Jhapa 272,864,922 136432461 136432461  144,693,156.63 2278356829 140,415,834.0 4,277,322.60  14/01/2032
5. Dhankuta Dhankuta 229,789,233 114,894,616 114894616 11200615235 3204738455 407167887 10793447348  14/01/2033
6. Duhabi Sunsari 132,218,995 66,109,498 66,109,498 6129285521 15010,880.32 845246219  52,840,393.02  15/07/2033
7. Fiddim Pachthar 149,580,080 74,790,040 74,790,040 90,128,799.31  11,038,071.36 - 90,128799.31 = 14/01/2032
8. Indrapur Morang 185,102,208 92,551,104 92,551,104 11162883482 38336,787.74  9,107,468.31  102521,36651  15/07/2031
9.  Kakarvitta  Jhapa 310,700,303 155,350,151 155,350,151  156,325162.13 50,908,749.63 28,683,884.77  127.641277.36  15/07/2032
10. mﬁm:r Rupandehi 93,161,199 46,580,599 46,580,599 27,887,917.42 27,887,917.42 - 15/07/2031
11.  Khandbari  Sankhuwasabha = 348,376,525 174188262 174188262  215192,161.60  55194,640.46 - 215192,161.60 = 14/01/2033
12, Lamahi Dang 145,993,154 72,996,577 72,996,577 6549670400 2176247860 1547253636  50024,167.64  15/07/2031
13.  Letang Morang 249,953,556 124976778 124976778 14435515921 4364052030 10,375295.91 13397986330  14/01/2033
14. | Meghauli Chitwan 174,208,889 87,104,445 87,104,445 85,303,90047  23,682,556.65 19,146,107.67 = 66,157,792.80 = 15/07/2032
15.  Mukundapur = Nawalparasi 217,242,112 108,621,056 108,621,056  103,829.97428 31,164,303.91 4184571956 6198425472  15/07/2032
16. | Narayan Dailekha 241,128,532 120564266 120,564,266 = 108,037,03353  13,696,766.91 - 108,037,03353 = 14/01/2033
17.  Rampur Palpa 243445523 121722761 121,722,761 9020802113 2525240121 16,917,227.50 = 73,290,793.63  14/01/2033
18.  Sandhikarka = Arghakhachi 108,434,130 54,217,065 54,217,065 5171585158 1606357755 11,702,552.63 4001329895  15/07/2031
19. | Shivanagar  Kailali 152,651,323 76,325,662 76,325,662 86,032,653.54  27,499,92343 2044656681 6558608673  15/07/2031
20. ?j:;:za Kanchanpur 233,035,900 116,517,950 116,517,950  129,343,080.35  18,080,141.47 - 129,343080.35 = 15/07/2031
21 Vyas Tanahu 239,499,931 119,749,965 119,749,965 11514416701 3245651422 2974639920  85397,767.81  14/01/2033
Total 4,153,076,785  2,076,538,393 2,076,538,393  2,114,219,477.86 503,015553.7 431,236,546.8 1,682,982,931.0

Total project cost for all 21 towns comes to 4041.90 million NPR where the total community financing was
planned 2020.95 million NPRWhereas, communities had taken 2064.53 million NPR loan from TDF. By end of
Chaitra of 2078, Water User’s Associations had paid 486.8 1million interests and 426.60 million principal loan
to TDF. Therefore, Capital recovery in SSTWSSSP is about 20.66% against 22.33% loan elapsed time. Karahiya-
Makrahar town has already paid total loan both the principal and the interest. Most of the towns have sufficient
cash balance to operate, maintain & expand their facilities. The six towns namely Baitadi, Fidim, Khadbari,
Narayan and Darakh-Sukhad have yet to pay the first installment of principal amount.

6. Third Small Town Water Supply and Sanitation Sector Project

The next phase of small town project is known as third small town water supply and sanitation project been
implemented in 20 towns with key outputs of i) Improved Water Supply and Sanitation infrastructure in 20 small
towns (with about 1,450 kilometers of water supply pipelines, 78,000 additional household connections and
construction of some 5,500 additional private toilets with septic tanks for the poor and vulnerablein output-
based aid) ii) Strengthened sector policy, regulatory and institutional capacity and service delivery of water
sector iii) Improved project implementation providing support services for project management, project design,
and supervision. The project modality was quite similar to the previous phases where 70% was government grant
and 30% of the total capital cost was allocated as community party and out of which Communities collected 5
% upfront cash and 25% loan taken from TDF. Details of financial status of thirt small town project is shown in
table below;
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Table 7 : Project Cost & Loan Recovery Status of FSTWSSSP Towns

1. CharaliTown Project Jhapa 202,100,078.65 14147005506  10,105,003.93 53,476,400.0 44,342,931.00
2. Mahendranagar Town Project Sunsari 216,584,092.51 151,608,864.76  10,829,204.63 60,290,851.0 45,448,560.00
3. Ramnagar Mirchaya Town Project = Siraha 486,848,922.02 340,794,245.41 24,342,446.10 122,915,104.0 79,437,213.00
4 if';heuc‘;“a Mahendranagar town b oiha 124,013,705.56 86,809,59389 620068528 27,647,250 17,167,652.00
5. Katahariya Town Project Rautahat 141,853,736.40 99,297,615.48 7,092,686.82 29,230,458.0 2,923,045.80
6. | Chhapnahala DumreTown Project = Tanahu 139,420,646.55 97,594,452.59 6,971,032.33 33,826,373.0 19,702,526.00
7. Bidur Town Project Nuwakot 810,820,155.59 567,574,108.91  40,541,007.78  216,947,105.0 119,753,060.00
8. Abhukhaireni Town Project Tanahun 159,821,277.76 111,874,894.43 7,991,063.89 39,955,323.0 12,261,710.00
9. Birendranagar Town Project Chitwan 260,949,137.25 182,664,396.08  13,047,456.86 65,237,275.0 32,898,468.00
10. = Tamasariya Town Project Nawal- Parasi 307,881,537.23 215,517,076.06 15,394,076.86 62,295,815.0 33,871,432.00
11. | Musikot Town Project Rukum 153,715,869.75 107,601,108.82 7,685,793.49 38,083,138.0 29,795,787.00
12.  Khalanga town Project Salyan 140,312,819.01 98,218,973.31 7,015,640.95 37,665,313.0 37,665,313.00
13.  Chandrauta Town Project Kapilvastu 133,772,681.03 93,640,876.72 6,688,634.05 34,082,204.0 23,944,592.00
14. | Tikapur Town Project, Kailali Kailali 485,547,737.92 339,883416.55  24,277,386.90  133,912,843.00 101,666,818.00
15. ﬁgTE\;\‘,hsaS”SC;me”t Townsfromthe | pyice yictricts 1,310,423,931.5 917,296752.03 = 65521,19657  311,225683.72 295,664,399.53

Total of ADB Funded Loan 507406632871  3,551,846430.10 25370331644 4457138526.72 896,543,507.33
1. Nirmal Pokhari Town Project Kaski 319,948,208.79 22396374615 1599741044  77,173,127.30 36,090,818.00
2. Katari Town Project Udayapur 445 471,686.04 311,830,180.23  22,273,584.30 111,367,921.51 37,097,304.00
3. Babiyachaur Town Project Surkhet 156,222,705.93 109,355,894.15 781113530  34,863486.64 18,639,598.00
4, Suda Town Project Kanchan-pur 320,360,349.44 224,252,244.61 16,018,017.47 77,286,844.83 21,329,336.00
5. Lalbandi Town Project Sarlahi 689,590,071.16 48271304981  34,479,503.56  172,397,517.79 71,231,978.00
6. Amargadi Town Project Dadel-dhura 306,253,637.13 214,377,545.99  15312,681.86  76,563,409.28 7,656,340.93

Total of OFID Funded Loan 2,237,846,6585  1,566,492,660.9  111,892,332.9  549,652,307.4 192,045,374.9

Grand Total 7,311,912,987.2 5118,339,091.0  365595,649.4  994,790,834.1 1,088,588,882.3

It is too early to analyse payment status of Third small town projects as they are still under grace period.

7.Income, Expenditure and Cash Balance with Town Projects

Recently writer of this paper has collected financial data from first and second small town projects and analyzed
the status accordingly.
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Table 8 : Financial Status of FY 2073/074 in first small town projects

1.  ParsaTown Chitwan Y 13,000,000.00 9,500,000.00 3,500,000.00

2. Ratnanagar Town Chitwan Y 12,500,000.00 7,000,000.00 1,000,000.00

3. Kawasoti Town Chitwan Y 25,000,000.00 15,000,000.00 40,000,000.00

4.  Surunga Town Project Jhapa Y 10,000,000.00 7,000,000.00 15,000,000.00

5. Kharenitar Town Tanahu Y 5,868,750.00 4,935,520.00 6,448,170.00

6. Kusma Town Parbat Y 15,631,300.00 8,402,543.00 35,000,000.00

7. Ghorahi( Tribhuwannagar) Dang Y 38,353,760.00 47,299,530.00 12,826,740.00

8. Bardaghat Town Nawalparasi Y 1,100,000.00 800,000.00 15,000,000.00

9.  Attariya Town Kailali N 10,672,690.00 7,000,000.00 367,200.00

10.  Fikkal llam N 5,935,360.00 2,425,000.00 2,402,330.00
11.  Birendranagar Town Surkhet N 83,890,824.00 66,959,925.00 25,000,000.00
12.  Bandipur Tanahu N 4,000,000.00 4,200,000.00 200,000.00
13.  Beni Town Project Myagdi N 15,000,000.00 9,500,000.00 16,000,000.00
14.  Kohalpur Banke N 7,500,000.00 7,500,000.00 -
15.  Prithivi Narayan Gorkha N 7,000,000.00 6,000,000.00 4,200,000.00
16.  Bijuwar Pyuthan N 4,000,000.00 3,400,000.00 900,000.00
17.  Sunawal Nawalparasi N 700,000.00 250,000.00 1,000,000.00
18.  Bardibas Town Mabhottari N 11,300,000.00 8,000,000.00 9,000,000.00
19. Kamalamai Town Sindhuli N 11,236,800.00 562,015.00 3,674,800.00
20. Lekhanath Kaski N 69,909,020.00 44,639,950.00 85,000,000.00
21. Mahendranagar Kanchanpur N 2,500,000.00 2,500,000.00 -
22.  Walling Syangja N 400,000.00 300,000.00 1,000,000.00
23.  Tulsipur Dang N 32,009,430.00 30,961,950.00 3,225,000.00
24.  Lamki Kailali N 12,000,000.00 7,000,000.00 700,000.00
25.  Budhabare Jhapa N 11,800,000.00 12,500,000.00 5,300,000.00
26.  Birtamod Town Jhapa N 25,000,000.00 20,000,000.00 5,000,000.00
27.  Itahari Town Sunsari N 100,000,000.00 50,000,000.00 7,000,000.00
Total 536,307,934.00 383,636,433.00 298,744,240.00

According to the information available, 536.31 million Nepalese Rupees is collected from the tariff & other
services and eventually expended 383.64 million rupees for salary, energy, interest & capital payment of TDF,
operation & maintenance. Communities has regularly paying interest & capital payment of TDF and in total they
still possesses about 298.74 million rupees in bank account,

Latest financial information are as follows;
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Table 9 : WUSC Financial Status of FY 2073/074 in second small town projects

1. | Phidim Panchthar N 7,774,360.00 7,139,690.00 6,885,000.00
2. Shivanagar Kailali N 7,846,000.00 16,269,000.00 3,477,000.00
3. Indrapur Morang N 7,400,000.00 5,000,000.00 13,051,600.00
4.  Damak Jhapa N 64,315,120.00 125,917,850.0 17,226,070.00 = Const. Cost
5. | Baglung Baglung N 18,079,600.00 8,956,110.00 14,843,800.00
6. Narayan Municipality Dailekha N 2,300,000.00 1,352,000.00 14,309,000.00
7. Sandhikharka Arghakhachi N 12,592,310.00 10,991,075.00 13,399,320.00
8. Karahiya-Makrahar Rupandehi N 10,601,130.00
9.  Lamahi Dang N 23,461,750.00 12,128,170.00 23,922,730.00
10.  Bhasi (Adarsanagar) Kanchanpur N 5,839,050.00 4,265,170.00 5,365,980.00
11.  Darakh-Sukhad Kanchanpur N 5,387,340.00 2,321,760.00 7,500,000.00
12.  Vyas Tanahu N 12,666,000.00 7,116,800.00 48,600,000.00
13.  Meghauli Rupandehi N 500,000.00 250,000.00 1,304,000.00
14. Kakarvitta Jhapa N 27,500,000.00 11,500,000.00 30,800,000.00
16. = Duhabi Sunsari N 10,876,180.00 7,360,160.00 3,371,945.00
17.  Letang Morang N 22,665,530.00 19,831,570.00 4,903,620.00
18.  Rampur Palpa N 9,000,000.00 5,000,000.00 15,000,000.00
19. ' Mukundapur Rupandehi N 10,100,000.00 5,500,000.00 20,000,000.00
20. | Baitadi Baitadi N 10,093,860.00 9,479,950.00 613,900.00
Grand Total 258,397,100.00 260,379,305.00 (255,175,095.00)

In second small town projects around 258.40 million Nepalese Rupees is collected from the tariff & other services
and expended 260.40 million rupees in simultaneous in project operations that includes staff salary, energy cost,
loan payment to TDF etc).

Albeit, the town projects have just in full operation, communities have started paying interest & capital payment
to TDF. In initial phase second small town projects are little struggling to collect enough revenue but it is ex-
pected this will be improved in coming years when the towns have enough connections and are able to maintain
other necessary technical and management requirements. Number of towns have already come back to a healthy
financial position in last five years of time from these data were collected.

Cost recovery model is proven effective in Nepal and the Water Users Committees are in appreciative corner, as
they have shouldered on the huge burden of government in urban water supply and sanitation sector,

It is worth mentionable that around 21 towns have been managed by Nepal Water Supply Corporation and the
Government have lended loan to NWSC but not any return payment has been made yet to the Government of
Nepal. Water supply services in most of these towns rarely maintain the quality standards (NDWQ Standard
2062). Therefore, the community managed projects stands better in different aspects than the project managed
by other mechanism and or institutions.
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8. Conclusion &
Recommendations

Small town water supply and sanitation projects have
been expanded to almost 70 towns and its outreach
has been reached to 845176, 223063 and 339088
population through a private taps respectively for first
phase, second phase and third phase town projects.
Projects were run in cost recovery model where the
GoN provided 50% grant and rest of 50% were born
by the respective communities through upfront cash
collection, loan from TDF and other contribution in
labour works or in kinds. The financial modalities
was slightly different in each phase; for instance
in first small town projects, 50% was government
contribution and rest 50% was managed by users as 5%
upfront cash collection, 30% in loan from TDF and 15%
in kind or labour contribution during the construction
works. In case of second small town projects, the loan
portion was increased to 45% and community paid
another 5% as upfront contribution. Considering the
huge community contribution, it was reduced to 30%
in third small town projects (5% upfront and 25% in
loan from TDF).

In this way, community ownership was ensured and
improved in water supply systemsLoan from TDF is
being paid gradually by collecting the water tariff from
individual taps and TDF supports the users through
different capacity building activities. DWSSM is
providing office equipment support to enhance the
management capacity of the users’ in the town project.

Differrent studies and observations realizes how the
access to WSS facilities has significantly reduced the
local hardship and been helful to save time for women
and children, who earlier had to walk long for fetching
a pot of water. The project has helped a lot on reducing
water borne diseases and other associated healthrisks.

TDF and DWSSM has been paid attention to enhance
management and leadership capacity of WUSC (Water
Users and Sanitation Committee) through trainings,
exposures and exchanges. WSUC are in general

gender ad social friendly as most of them consist
33% female members and in different committees
female or indigenous people are chairing the team.
Morever, output based aid in sanitation component
and minimum lower band tariff are inbuilt in favour of
the poor and socially excluded families.

Small town water supply and sanitation sector project
is an innovative model in South Asia, supported
by Asian Development Bank. Huge managerial &
financial burden of the Government has taken up the
Water User’s Associations (WUAs). Up to the end of
December 2017, WUSCs, the executive committee of
WUA have initially contributed 671.83 million rupees
as up-front cash and taken loan from the TDF 4,094.80
million rupees and invested in the development of
water supply facility in their communities. WUSCs
have paid interest 1082.01 & capital payment 984.12
million rupees to TDF till March 2021 in 1st and 2nd
small towns. Most of the WUSC paying interest and
principal regularly. Around 298.74 & 255.17 million
NPR is in saving in the WUSC's bank account of 1st &
2nd small town projects

630 numbers of WUSC members are always keeping
their eyes towards providing water & sanitation
services to the people of their town on volunteer basis.
Around 1050 staffs are working in these town projects
for operating & maintaining the service as paid staffs
fromWUSC. Seven town projects namely Mukundapur,
Karahia-Makrahar, Kakrvitta, Dhankutta, Meghauli,
Lekhanath and Shivanagar are operated using SCADA.
Lekhanath, Parsa & Damak town water supply &
sanitation projects are operating as model town using
latest smart water management technologies. Most
of the town projects are collecting the water tariff
electronically using e-sewa.

Recently DWSSM has established a permanent
Institutional Supportand Service Advisory Unit (ISSAU)
inside the Department for providing new technological
support to WUSCs. This unit regularly monitors the
water supply & sanitation service level of towns and
provides feedback and support for improvement.
Small town water supply and sanitation sector project
isamodel project in capital cost recovery in South Asia.
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Interview with Country
Director of ADB- Nepal

-Arnaud Cauchois

1. TDF has been partnering with ADB for more than 2. How can the government, ADB, and TDF work

2 decades in providing water supply services to
the people of Nepal. The “Small Towns” model
has been accorded as a unique and successful
model of water supply service delivery in the
country. Given the country’s shift to a federal
governance structure from a unitary one, what
are your thoughts on the potential modalities for
sustainable service delivery in the federal context?

m We are very proud of our partnership with
the Government of Nepal, TDF and other
stakeholders in providing access to water and
sanitation services in small towns throughout
thecountry. These effortshavehelpedimprove
the health and quality of life of people in small
towns. The small-towns water supply and
sanitation model has also built competence
of the local communities by involving them
in the decision making, implementing, and
operating the systems. Now that the country
has entered a federal system of governance,
delivery of water and sanitation services at
the local level can be further strengthened.
In the upcoming Integrated Water Supply
and Sewerage Management Project, we
are discussing with the government on
appropriate modalities to support the process
and at the same time ensure more ownership
by the municipalities and the users. Therefore,
we think that local governments should
be entrusted with the responsibilities of
managing the project where they will lead
the procurement and the implementation.
This will enhance the sustainability of the
assets constructed under the project. The
federal government can support the local
governments towards technical backstopping
and providing advisory service support.

together for the sustainable project management?

m Ourinitiatives must always be people centric.
Our support follows the demand driven
approach and continuous consultation with
the beneficiaries are ensured. Similarly, it
is equally important to ensure women’s
participation at all levels. The implementation
of the “small towns” model suggests that
sharing of ownership, responsibility and costs
is the key to success of the type of the projects
we have been implementing. At the same time,
Nepal’s policies and institutional framework
for water and sanitation service delivery must
be strengthened and streamlined.

TDF appreciates ADBforsupportingthepreviously
completed water supply systems in quickly
fixing the technical deficiencies and improving
the operational efficiencies. Towards this end,
we have been suggesting the establishment
of a “rehabilitation fund” and request ADB to
contribute as well. Any reaction to this?

m | understand this is already being addressed
in some way and ADB has been providing
support to water supply utilities of the
already operational systems financed by
ADB. The Third Small Towns Water Supply
and Sanitation Sector Project had a special
provision for this and was fully used to support
the towns. The recently concluded mid-term
review mission of UWSSP agreed to the
request from TDF and the DWSSM to provide
strategic support to enhance the functionality
of the operational systems by fixing identified
deficienciesincluding technical designs. | think
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we can discuss further on the establishment
of a dedicated “rehabilitation fund” and
specifically define the role of TDF, ADB, and
other stakeholders.

4. TDF is under the process of restructuring in

terms of its mandate and capital structure. This
will widen the investment horizon of TDF with
increased capital base of NPR 20 billion and
promote investment with PPP approach. Given
the TDF’s ongoing role as a fund manager and
financial intermediary, how do you see new looked
TDF role in upcoming ADB financed projects?

m Please see the response to Q-5 below.

In addition to the water supply sector, TDF has
remained along-standing partner with ADB indebt
financing in urban development infrastructures
and is keen to continue this partnership and
strengthen further. Given the country’s new
governance structure, how do you think TDF shall
transform itself?

S
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We understand there is a huge financing
gap to increase people’s access to safely
managed water and sanitation. In addition,
recently established municipalities face
an infrastructure backlog and significant
annual financing gap of $1.6-2.1 billion,
depending on the level of service delivery to
be achieved. In ADB’s recent consultation
with few municipalities, they have committed
to participate and contribute right share for
the implementation of the project. However,
they don't have sufficient resources and here
comes the role of TDF. Providing resource for
capital investment, technical, managerial, and
financial management support will be primary
responsibilities of the TDF. This will warrant
the strengthening of staffing structure within
TDF. | hope the planned transformation of
TDF will support this process. Besides, it is
also equally important for TDF to strengthen
its internal operations including enhancement
of the existing administrative procedures.

Arnaud Cauchois Country Director of ADB- Nepal
Resident Mission
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