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Objective of Study

e Process monitoring of Water Sector Reform of
Nepal with special reference to Kathmandu Valley
- and ongoing Melamchi Water Supply Project.

- To ensure that the poor in the valley benefiis from
the project and that the project improves the
environmental conditions in the valley.
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Scope of Study
Review of Proposal and Update Kathmandu Case

Study

Study of Contractual Conditions and advocate for
better efficiency of fund utilization -

Proceeds with the Malamchi Progress w.r.to hiring
PO and Other Institutional arrangements
(Chronological development)

The Institutional Reform/Framework setup

NWSC Reform Process #

The mode of Management Contractor Payment on
the basis of their performance.

Water Levy to Melamchi People

Methodology

Review all the documents such as proposals, bid documents,
contractual documents made available to us and presentation made
by donor and government to us and summarize it.

- 7
Visit, interact and coordinate with all stakeholders like Melamchi
Board and Committee, NWSC, Munlcipalities, Urban Dé‘velopment,
Homes and Physical Planning (Corridor roads), Banks Management -
Committee under management contract through NRB,

{ ommunity consuitation with unconnected residents in slum and
squatter community as well as poor renters and their landlords.

~ interaction with local people, NWSC Staff, Staff Union about MC.

» Fleld Visits in K athmandu Yalley and Melamelu valioy.




Overview of Country Water
| Sector Policy
ADB Water Policy

- National Water Policy

+ ADB funded project (Case Study of
Melamchi Water Supply Project)

~ADB Water Policy

« ADB'’s water policy 1s prelmsed on the Asians and
Pacific regions urgent need to formulate and implement
integrated, cross-sectional approaches to water -
management and development.

It seeks to promote the co %ay, of @ ater a5 soctally vital
sconomic goods that needs mwreasingly careflul
management (o sustain t(.gumxm gconomic growth and
o veduce poverty '

The conservation and orowuon‘ W water 5250Ur0es 10
the region through a participatory approach are at the
heart of the policy.
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ADB policy contd...

ADB's water policy has the following principal
elements: ,
— Promote a national focus on water sector reform:
« supporied to adopt effective national water policies, water laws, and
sector coordination armege :
« haprove fnstitutional capacities and mformation nunagement and

o develop & national action agenda for the water sec
o Theoughul. s of 1o poor will be speeificalis
tepal stinmonal, and admimstragve framewdk.
— Foster the integrated management of water resources.
+ Integraied 1management will be based on conducting comprehensive
Walsy reso asscssments, and conccntraiing intefinked water
At i river basius, ’
— Improve and expand the delivery of water services.
: on waler supply and sanitation(both rural and arbun ).
irrigation snd drainage, and other subs sectors, private sector
participation, and public-private partnerships. emphasizing equity in
access Lo water for the poor and underserved.

faciored i

iy contd . S
— Foster the construction of water and increase system
efficiencies.

- Package that combine water use and resource management changes to
recover cosis. improved regulation and increased public awareness, and
provisions 1o cesure that the paot arg a0t eyclisdad will be supporied,

— Promote regional cooperation and increase the mutually
beneficial use of shared water resources within and between
countries.

«+ Focus o1 the exchange of information and experiefices in water sector
reform.

« Faver } Bupast on the ek
eiviromnent i Nepal,
— Facilitate the exchange of water sector-information and
experience
« Promote stakeholder consultation and prarticigation af alt Jovels
« Increase access 1o basic water services by poor consumers, and enhance
water investments in the DMCs through public-private ~community-NGO
partnership.
- hmprove (sovernance: by decentralization, capacity building. M& E,
Rescarch. and learning at all levels, particularly in public sector institutions.
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Policy and Legislation

HMGN has recently prepare the rural Watgr Supply and
Sanitation National Policy 2004. T |
‘The Rural Water Supply and Sanitation Strategy 2004 and
the Rural Water Supply and Sanitation Sectoral Strategic
Action Plan. ' ' | ,

These policy and strategy documents recognize that all
people hiave a right 1o access to basic water supply and
sgstation services and that these services are necessary -
for socio economic development and to combat
‘waterborne diseases.

The main legislation in relation to drinking water in Nepal
is the WRA 1992. The act gives prioriiy to the night 1o use

water for drinking water purpase over all other purposes.
z

-
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National Water Policy

Nepal has acknowledged that the right to 'drinking water in government
policy. In the Wiae Resoicoe Statagy 2007 the state acknowledges the
public right to drinking water and sanitation. It state that

e, shouid ha
o

The recent fuval Water Swpply and Sardiation Notioost Pelicy 2004 alms

to provide witer supply and sanitution services 10 }(:% of the population
by the vear 2017.




National Water Policy

S.No. Act/Regulationy/Policy Key linding
i The Constitution of the o
Kingdom of Nepal 1990 eCuarantees the nght 1 life and property: right to life is also expressed as nght o water
2 Water Resource Act 1992 :
. «The winbrells Act governing WRM
«Declare the order of priority of waler use
k) Waler Resource .
Regulation 1993 eUmbrela regulation goveming WRM
«Required registration of Water User Association and obtain a licence, set out its right and
responsibilities. '
<laculs Wit 100 o Bonse and ipnd and TomMpNISatey
4 . Drinking Water
Regulation 1998 «Regulate (2 useof drinking water.
s Nepal Water Supply i
Corporation Act 1989 «Establish the Nepal Water Supply Comporation respensible for the supply of drinking water
. sProliibits certain acts and provides penalties /punishment for violation.

ol addition to these major direct legal arrangement, we do liave different soctoral laws which calls up on the protection , conservation and
use of water for different purposes and at the same time, it prevent water from poliuting.

(a)Essential Commodity Pratection Act 1995, Local Self GovemanceAct 1990
(b)Muluki Aid 1963 , Irigation Act , Electricity Act 1992, Environmental Protection Act 1997, Environmental Protection Regulation 1997

Melamchi Case Study

+ The main objective of the project is to solve the chronic water
supply shortage in the Kathmandu Valley by dsvertmg 179 ML D of

N g R . <, i &
water from Melamchi River via 2 2¢ im long tunnel to a water

treatment plant and distribution facilities to be constructed in the
KNathmandu Valley.

ol equupmIent will

1 ply nerwork and assee
“also be rebabi :d/or replaced and management of the water
utility assets will be contracted out to a performance-based

7N,

et Contractor (RO

1
N

X

The project consists of five major components
« 1. Mclamchi Diversion Scheme

« 2. Water Treatment Plants

Bulk Distribution System

.
[S)]

« 4. Distribution Networks Improvement
5

\Wastewater System Improvement.
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- The first phasc of the Mclamchi project will provide an additional
170 MLIY (assuming zcro lcakagc, rates), combining first phase
Melamchi water will provide 257 MLI2 (assuming zero leakage ratcs)

in second phase sqtisfv ',wcrage water dcmana Sk} El“i In’

s whmh run pamll to Thc \/[elamch1 river to rhe norfheas‘r and
from which water can be diverted to the tunnél ata later date.

« Originally the total cost was estimated at USL 464 milicn but most
recent it is USI? 490 rmillion and will be going to further increased as
“delayed.

o ADB-25%, HMON- 27%, Loan-4&%%, Grant-! 3%, and remaining

13% were deficit earlier,

» Currently NORAD withdraw their commitment due’ to pohtmal

situation and hence budget dcﬁcn further increased.

&

o

Melamchi Water Supply Project

« Residence of Kathmandu valley is facing chronic drinking
water shonaoe throughout the yearg Deipand 204 MLD Vs
Maximum ave Suppby 115 (56 %) MLD {(Dry season ~99{4

vn?,\, \\/ﬁ i3 <”’3'§ V\/ et SEASOn "'.:.":"JU R 0/(‘§ \ir}

+ Melamchi Drinking Waster Supply prOJect is vewy complex
inter-basin.

+ Hard efforts of HMGN/Donors/Contractor for bringing
Melamchi water to the Kathmandu valley. Expecied daie

RISTELY)
-—\




Study of Contractual Conditions and advocate
for better efficiency of fund utilization

+  Objective: Point out each condition involved in to the contracts and suggest for advocate to rel ea\si.r;g the
funds.

1 ADB Conditions of Award of Contract
ADB has stipulated 4 basie conditions to e met before construction work can proceed, namely:

« Conditionl: All the Adit Access Roads contract is not to be awarded before land
compensations payment have been made for the road alignment.

«  Condition2: The Diversion Tunnel contracts are not to be awarded before the Private
Operator's Lease Management Confract is signed and the legisiative act for
establishinig MWSRB is in: place, .

«  Condition3: Bidding for Private Operator's Lease Management Contract must be under
International Competitive Conditions.

have been made lor the pipeline alignment, the faw |
enacted, and the proundswater legislation act has bews

datay 1 faw been concted),

INTENDED TIME SHEDULE

- January 2004: Announcement of invitation o submit Exp:¢ssion of
_ Interest (fan. ¥ 2004 Motier published)
«  February 2004: Submission of EOI by interested firms ¢fasi date 55

Fal 20% 2004

+  April 2004 - Notification of Short-listing to interested firms
< April 2004 - Issue of Drafl RFP to short-listed firms V
+ May 2004 - Pre-bid Conferences and amendments of Draft RFP

< . June 2004 - Issue of Final RFP to short-listed firms: > oui 0f 3
+ July/August 2004: Submission of Technical Bids and Financial Bids

- September /October 2004: Selection of stlcccssml Bidder and
Contract Award

«  November/December 2004: Signing of the Contract

« January 2005: Commencement of the Managemem Contract

< The voe schedids innever beer rast aad 1hnas peaiect costis alaays
mncrenserd

¢




Finding
« Relationship between ADB Wate.r,Policy

and National Water Policy

~« Impact of ADB funded Water Project
(Social and Environmental)

- Public Participation

Relationship between ADB Water
Policy and National Water Policy

_« Both recognize water as basic human right but
ADB policy have lean towards comodification
of water where as national policy do not.

~ « Pollution to water bodies control is zoming to
both but the either parties are not much serious
about it in implementation. ADB ( least budget
allocation ) Vs National (weak enforcement of -
environmental quality standards).




Institutional arrangement s,
< The MPPW is a responsiblc for water supply and wastewater services in the
country. ‘ .

. Tt reviews and approves sector plans, policies, and development budgets.

- It also supervises several sector institutions including the DWSS, NWSC, The
Rural Water Supply and Sanitation Fund Board, and the Town Development
Fund. _— ' &

« NWSE and DWSS are the major institute responsible for the urban water supply
and sanitation services with in the municipalities (licluding metropolitan a sub-

metropolitan areas).

. NWSC provides water and wastewater services in more than 28 of larger
municipality. including five municipalities in the Kathmandu Valley.

« In sununary, NWSC is seen in many quarters as an under perfor ming utility due

{0 lack of auionomouns aad bane currend @i

¥ i GREGInE.

Proposed Institutional -Fram‘ework

Board
«Municipalities
MPP Water «DDCs
W Authority sHMGN

eProfessional
Associations
eBusiness
Communit
™ Yy

Yot Qpesat
(i SQTIETY

-Asset owner
*investment mgmt.

Fen(ral ‘Mon":or
agency
- -Coordination MC: Wwuo

-Bulk Water
PNt Supply
| pr\::l‘ité?/nal *Approve -Monitoring WUO harahold
: -Licensing Shareholders
-Standarr:_l Ta riff +Publiz Awareness OHMGN <30%
“Tariff Policy ) { )

eMunicipalities
sTrustees of
Employees

af:’- 4 S ariaty

Water Utility Operator (WUO) operated
under direct supervision of MC
Formation and selection of members in all institutions are yet to be decided

shunicipatities are maior sizkeholder snd bedse i{s role sve to b spelied pw cleatly
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Water Utility Operator (WUO)

«Operation of Water Supply and Wastewater
Management Services

«Investment Management of Distribution Network
Improvernent.
*Management Contractor employe
Manage WUQ {5 caomgsnis

Operate and

The WUO will be established as a limited liability company under the provision of the Company
Act 2053 or the proposed Companies Ordinance if this comes into force prior to the formation the
company. . Co ’

The responsibility of the WUO will be to operate the water supply and wastewater system in
Kathmandu Valley transferred from NWSC-and, perhaps from the municipalities in the case of
combined storm-water drains and sewer—plus any further extensions to this system .

The WUO will execute a program of investment for the improvement and /or extension
The WUO will. make regular payment to the WA as defined in itg operating license.

In addition, it will pay a regulatory chare of percentage of gross -billing to cover the .
cost of the Regulatory Board.

Issue of Shareholders

., HMGN will have an initial shareholding of less than 30% of the

voting shares but will, in addition, also hold convertible
preference shares reflecting the value of the assets transferred
from NWSC to the WUO.

So if the government 1s having 30% voting share plus holding a

convertible preference shares reﬂectmg the value of the assets

transferred from NWSC to the WUO 1t may be more than 50%,
aven after MO has gone ba will bappen?

Where autonomous will exist?

How and Who will decide the percentage of voting share 7




Issues of Shareholder contd. .. ..

The remaining less share only shared by civil society, employee trustees, and
municipalities. v :

So through this arrangement, how to make WUO autonom:us as NWSC did
not achieved so far 7

If the involvement of Civil Society is aimed for the real participation, the voting
share should be equal to each FOLIR stakeholder.

If this is not going to happen, the civil society voice will never been heard.

Rt

~ Legal Reforms

* In order for the proposed institutional reforms to tuke effect, legal reforms must

first be introduced. Some of the legal reforms are required to fulfil the project’s
loan conditions, such as:

e

—  the law tov estabitshing the Wawer I sody Sdanagrnent By s cuacied
gy episiarion act hes beeu aaiablished.

W U0
b

Some of the main legal reforms include:
Water Supply Management Board Act.: legal transfer of institutional authority

from NYWSC to the WSMB, the WUO and the NWSRC.

Nepal Water Supply Corpoération Act.: to contract out the water supply
system within the Kathmandu Valley to the performance hased MC and VRS,
Water Tariff Regulation Commission Act. This will allow for the regulanon
of waier uses and tariff Axaton in the Valley and is pending due 1o the absence
of Parliament.

An important aspect not addressed by these legal reforms sre the institutional

responsibilities for such areas as inter-basin level water management and ground
water licensing that are entailed in the MWSP.




Impact of ADB funded Water
Project (Social)

. : Region Water Per Capita
Huge investment | .| Technology | Technology
for Kathmandu i Zome . Costin USUS§
. d 11 Rural © Shallow Tube 10

residence wi - Well :

hinder access to DeepTubeWel . 45

water and ' : : :

sanitation | Rurd/S © GravityFlow . 45 :
) Pub : :

facilities to rest | ya

of the country CSmall Towms . & 40
dwellers.
{ Kathmandu 490

WarerAid Ngpel, 2005

Social Impact contd..

The inequitable situation of poor unconnected household
is not addressed properly. -
The unconnected households has high water stress and
N0 SUbSIAIES. wawsunigarmico fomn 2051 ’

(,onsumpuon of | O&M Payment by household to Mont .  Water
NWSC water (litres -~ Costs @ NWSC hly stress
per month) - 30 NRs/ subsi
‘ m? ‘ dy
20,000 " Rs. 600 Rs. 170 Rs. Low
430
10,000 Rs. 300 Rs. 50 Rs. Medium




Social Impact contd..

The 1361 preposed meats that peiple using standpipes would sitinately sud up payityg nswe for u

er (6 m* per household per month).: . This is illustrated in the

v lifedine amonat of
example below. i the wrifl reficm put forvard under ADB leadership is not pro pror.

Comparison of Costs of Minimum Amount of Water at Standpipe and Private Connections

®
o Year Monthly Minimum Cost per Total :
consumptio = Subsidy Block m? (Rs) Bill/month (Rs)
.................................................... LTI ;
Private 6,000
connection . :
Standpipe Year 1 6,000 0 0 0
Standpipe Year 2 6,000 ' 0 6.65 i 40
Standpipe Year 2 6000 0 161 96.6

::First Year=Free; Second Year=35% ol volumetric rate of Rs. 19/cubic meter=6.65; Third Year=70% of voluinetric rate of Rs. 23/cubic
meter=16.1. This does not include the additional 150% tariff increase after the improved service level has been reached nor does it include the
50% sewage charge { NGO Forum 2004)

ﬁ.

~ Impact of ADB funded Water Project (Environment)

« By 2000, 15% of the valleys land was classified as an urban area
(compared to 5% in 1984).Almost all aspects of the environment of the
KNathmandu Valley are under pressure. The air and water are polluted,
much of the forest canopy has been lost, and some of the rich cultural
heritage has been neglected. Within the past thirty years residents have
had to abandon their practice of using rivers for bathing or religious
purposes. ;

+ Tons of household and retail solid waste including medical waste is
dumped on street sidewalks and in rain gutters to be washed into sewers
and rivers — on occasion even municipalities dump waste directly into
the rivers. These become clogged and monsoon rains flood low-lying

~arcas of the ciry impacting downstream ag, production.

dUOwRtew e frealiment plurnis baarthim

vith

RO, N

the result ot unireared sewerige i diseharged mtno lathmandu's revers,

o by 4% of the total project cost has been allocated for the
wastewater treattnent , which is ot sufficient for the increased
waste water mgnt.







