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WATER for AL

EXECUTIVE SUMMARY:
A SHARED VISION FOR THE 2"° FIVE YEARS

Asian Development Bank Management led by President Haruhiko Kuroda targeted water as a
core investment area in its operations when they launched ADB’s Water Financing Program
2006-2010 during World Water Week on 20 March 2006." Management’s decision to expand its
water operations (the outcomes are outlined in Box 1) builds on the momentum and results
achieved by staff in the first five years of implementing the ‘Water for All’ policy. These include a
large pipeline of water investments to respond to client demand, as well as a wide array of
knowledge and awareness products and regional cooperation services. 2

Box 1: Five Outcomes for ADB’s Water Financing Program (2006-2010)

1. Sustainable access to safe drinking water and improved sanitation for approximately 200
million people, and a significant contribution to meeting the water Millennium
Development Goals (MDGs) through targeted project components for the unserved rural
and urban poor.

2. More productive and efficient irrigation and drainage services affecting the livelihood of
40 million people.

3. Reduced risk of flooding, affecting approximately 100 million people in rural and urban
areas and reduce recurring damage to vital infrastructure.

4. Introduction of integrated water resources management (IWRM) in 25 river basins,
including reduced wastewater pollution, and improved river ecosystems.

5. Improved water governance through national water sector reforms and capacity
development.

ADB’s clients, partners, and stakeholders are aware of the need to increase water financing and
to modernize their water sector through national water action agendas that draw on
comprehensive assessments and on good practices in the region. Bilateral funding agencies are
being requested to join ADB in the Water Financing Program with a results-based cofinancing
and partnership approach.

At the regional level, ADB intends to work with its clients and development partners to create a
vibrant Asia-Pacific Water Forum to exchange experience, and promote water investments,
reforms, and good practices throughout the region. Leaders from government, civil society, and
the private sector would convene every two years for the Asia Water Summit organized with the
support of ADB and its partners.

ADB offers an attractive, diversified menu of products and services in its water operations and is
respected for its knowledge of good water management practices in its investments. ADB

! See http://adb.org/Water/Operations/WFP/default.asp

2 The development of ADB’s Water Financing Program 2006-2010 draws on staff experience, the findings and
recommendations of the external review panel for the comprehensive review of ADB’s water policy implementation,
and the findings of the evaluation of the Cooperation Fund for the Water Sector. The review panel’s report was
published in April 2006 and is available at http://adb.org/Water/Policy/pdf/review-panel-report.pdf The report of the
evaluation mission for the Fund was completed in March 2006 and can be reviewed at http://adb.org/water
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pursues its water investment products and knowledge services in three main areas: rural, urban,
and basin water.® To deliver its products and services, ADB uses modern and efficient financing
and implementation modalities that reduce costs and risks, building on the results of its
Innovation and Efficiency Initiative.

To meet the burgeoning water needs in the region, ADB will implement its Water Financing
Program to double its overall investment in water operations in 2006-2010, from $1.2 billion in
1999 before the adoption of the water policy, to an average annual amount of $2.4 billion.
Water lending will reach 25% of overall ADB lending on a three-year moving average. In order
to increase development impact in the water sector in the region, ADB will:

o double its investment in Rural Water and increase the share for rural water supply and
sanitation from 12% to 25% of this amount;

« double its investments in Urban Water and leverage an additional 20% finance from
the private sector for outsourced service delivery, up from zero at present;

e double its investment in Basin Water including multifunction infrastructure;

« increase its technical assistance in support of water investments from $12 million to
$20 million per year through additional bilateral cofinancing partnerships, including for
national water sector reforms and capacity development;

« reach 500 million people annually with water awareness messages through television
documentaries and public service announcements and 1 million practitioners,
decisionmakers and researchers with water knowledge and media services.

ADB’s Water Financing Program will catalyze development results and impact, and adopt a
synergistic approach to program delivery by mobilizing and leveraging cofinancing and
investments from government clients (through counterpart financing), the private sector, and
multilateral and bilateral partners. Several multidonor funds and facilities will be used for this
purpose, including a grant-and-guarantee fund for private water investments that also expand
water services to poor communities, a fund to catalyze water financing to cities without
government guarantee, a project preparation and monitoring facility for public sector water
projects, and a water knowledge fund to finance knowledge, awareness, innovation, and
capacity development services.

ADB’s Water Financing Program combines expanded investments in water infrastructure with
more emphasis on good governance to manage water as a resource and as a service, with
people in the center, leadership at the national level, and a focus on better decision making and
implementation towards achieving the MDGs and the goal of sustainable development and
Water for All.

ADB will showcase examples of public-private partnerships in urban water and wastewater
services, to help catalyze further private water investments in the infrastructure and
management of water services in the region.

® Rural Water services improve health and livelihood in rural communities, and include investments in water supply
and sanitation, and irrigation and drainage.
Urban Water services support sustained economic growth in cities, and include investments in water supply,
sanitation and wastewater management, and environmental improvement.
Basin Water promotes integrated water resources management and healthy rivers, and includes investments in the
infrastructure and management for multifunctional water regulation and hydropower facilities developed in a basin
context, flood management, and the conservation and improvement of watersheds, wetlands and ecosystems.
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ADB will use its knowledge base developed in 2002-2005 to catalyze Water for the Poor-
Partnerships for Action initiatives at country level to increase and improve investments that
benefit poor communities directly through better access to water and sanitation services for
health, improved water facilities for production and livelihoods, reduced vulnerabilities to water-
related disasters, and community management of ecosystems for environmental sustainability.
Drawing on its Gender in Water Partnership started in 2003 and the lessons learned from the
gender scan of water operations in 2004, ADB will continue to promote excellence in gender-
responsive water investments and through training, cooperation, and exchange of experience.

ADB’s knowledge services and awareness programs will expand internally and through
outsourcing. Regular ADB Water Weeks will continue to boost innovation, investment, and
partnerships by showing good practices within the region.

ADB will achieve improved development results and impact by partnering better with civil
society, the private sector, and international and bilateral agencies. In particular, it recognizes
the importance of empowering civil society in each country to catalyze water reforms and
contribute to water sector projects and activities at all levels. ADB therefore collaborates more
with development and advocacy nongovernment organizations (NGOs), knowledge and
professional organizations and networks of practitioners, educational and research
organizations, consumer associations, and parliamentarians.

Implementation of the Water Financing Program marks a turning point in the realization of a
vision for the Asia and Pacific region in which rural and urban communities have access to safe
water and sanitation and water resources are managed sustainably to support income
generation, economic growth and environmental protection.

Vi



I INTRODUCTION

1. Investing in water contributes significantly to poverty reduction, livelihood improvement
and economic growth objectives of ADB. In recent years, a growing realization has emerged
that the volume and quality of water investments have to increase to meet needs in the region.
Yet such investments face a wide range of governance, institutional, social, environmental, and
political challenges that go beyond the availability of finance alone.

2. This Background Paper outlines the rationale, goals, objectives, and key result areas of
the Water Financing Program (WFP). The ideas are presented as a supporting document to the
WFP Summary Directions paper and to consultations with ADBs developing member countries
(DMCs) starting with a WFP Conference scheduled for 26-28 September 2006. In turn, the
bilateral discussions on future WFP operations in each country will lead into updated pipelines
of water projects in respective Country Partnership Strategies.

3. A design and monitoring framework for the WFP is given in Annex 1 and will be further
developed to reflect initial discussions with DMCs following the September Conference.

Il. ADB WATER OPERATIONS: CHALLENGES AND TRENDS
A. The Challenge—Burgeoning Water Needs

4. Providing access to safe drinking water and adequate sanitation is a fundamental need
but is part of a bigger challenge. Demands on water resources also include other domestic and
productive uses, irrigated agriculture and livestock production, industrial and urban
development, and aquatic ecosystems and the livelihoods they support. Highly polluted rivers
and groundwater sources further limit the availability of water and increase the cost of its use, in
both monetary and health terms.

5. Despite a goal of bringing water to all through the International Drinking Water Decade
of the 1980s, progress has fallen far short of aspiration and, almost a generation later, the UN’s
Millennium Development Goals (MDGs)* now focuses attention on the stark reality of a
challenge that requires both a massive injection of financial assistance and a significant
improvement in the performance of agencies to deliver water services.® Notable successes have
been achieved in parts of the Asian and Pacific region compared with other parts of the
developing world. However a large shortfall in achievement remains, due in part to the rapid
growth of the region’s population and urbanization. By 2002, 698 million people in the Asian and
Pacific region still lacked access to safe water supply and approximately 2 billion lacked access
to improved sanitation—about 75% of the world’s total.

6. Water is also an important factor in meeting both income and nonincome MDG goals
beyond the basic water supply and sanitation targets. For example, it plays a significant role in
meeting broader targets such as halving the incidence of poverty, halving the proportion of the
world’s poor who suffer from hunger, reducing child and maternal mortality, reducing the
incidence of major diseases, improving environmental sustainability and others.®

* UN Declaration on the MDGs see http://www.un.org/millenniumgoals/

5 Asia Water Watch 2015 ADB/UNESCAP/UNDP/WHO, December 2005 (available at
http://adb.org/Documents/Books/Asia-Water-Watch/default.asp)

6 See Soussan, J., and Wouter Lincklaen Arriens, 2004. Poverty and Security: Understanding How Water Affects the
Poor, ADB Water for All Series 2, Manila, and Impact of Water on the Poor, ADB Water for All Series 9, Manila.




7. The need to move beyond the “business as usual” scenario and catalyze much needed
water financing was convincingly advocated in the report of the World Panel on Financing Water
Infrastructure (the Camdessus Report) in 2003.” Aid organizations were encouraged to double
investments in water as a ‘first step’.

8. More recently, the extent of additional funds required at a regional scale is emphasized
in a joint ADB/WHO/UNDP/UNESCAP report, projecting that $8 billion per year over the next 10
years is needed to meet the water supply and sanitation MDGs.® The requirement for
significantly higher water investments in water services and water resources management is
consistent with ADB’s 2001 ‘Water for All’ Policy.

9. Even for the eight countries considered to be “on track” to meet the water supply and
sanitation MDGs, there still exists a need for major investments to provide universal and
continuous coverage and to keep pace with population growth, urbanization and industrial
growth. The investment for universal coverage of basic water services by 2015 is estimated at
$17 billion per year.

10. Irrigated agriculture already produces 40% of agricultural output from 20% of cropped
area. Food and Agriculture Organization’s (FAO) recent report World Agriculture: Towards
2015/30° projects that global food production will need to increase by 60% to close nutrition
gaps, cope with population growth and accommodate changes in diets over the next three
decades. Increases in water abstractions for agriculture are projected, but with irrigation
withdrawals already at 70% of the total, and intensifying competition between uses, there will be
an increasing need to considerably improve the efficiency of agricultural water use.

11. The health of the river environment is also under serious threat throughout the region.
The World Water Commission in 2000 found that that more than one half of the world’s rivers
are seriously degraded and polluted “threatening the health and livelihood of people who
depend upon them for irrigation, drinking and industrial water.”'® Estimates prepared in 1997 for
the cost of remediation for water, land and air pollution in Asia provide an indication of the scale
of the problem. The costs of remediation for chemical pollutants was estimated at $2.4 billion
per year (in 1990 dollars)."" The cost of erosion control to reduce land degradation was
estimated at almost eight times this amount.

12. World Wildlife Fund’s Living Planet Index indicates that freshwater biodiversity has declined
at a much greater rate than in either the forest or marine biomes. The disappearance of 50% of the
world’s wetlands over the past century has intensified pressure for better water management—
to secure the basis of livelihoods of many rural poor who depend upon wetlands, to benefit from
the flood alleviation function that they provide and to conserve endangered ecosystems and
biodiversity.

7 Available at
http://www.worldwatercouncil.org/fileadmin/wwc/Library/Publications _and reports/CamdessusReport.pdf ADB was
a member of the Panel.

® Asia Water Watch 2015 (see footnote #5). Aims to half the proportion of the population without access to safe
drinking water and sanitation by 2015.

° FAO report available at http://www.fao.org/docrep/005/y4252e/y4252e00.htm

19 Available at http://www.worldwatercouncil.org/index.php?id=961&L=1%2F

1 Rogers, P., K. Jalal, B. Lohani, G. Owens, Yu Chang-Ching, and Bi Jun, 1997. Measuring Environmental Quality
in Asia. ADB.




13. Taking a more integrated approach to address these water challenges has now been
accepted in principle by many countries, but effective leadership and partnerships are required
to implement it in practice. The commitment to Integrated Water Resources Management
(IWRM) expressed at the World Summit on Sustainable Development (WSSD) in 2002
enshrines a more holistic approach to water resources planning and management that cuts
across individual subsectors. There has however been disappointing achievement in meeting
the target of developing national integrated water resources management (IWRM) policies by
2005, let alone implementing their provisions. Consistent with its Water Policy, ADB is assisting
several countries to pioneer the institutional coordination in the water sector and introduce
IWRM.

B. The Past Five Years—A Decline in ADB Water Operations

14. Water operations have been an important part of ADB’s portfolio over past decades.
Until the mid-1980s, more than 25% of ADB’s portfolio of ongoing loans was for water-related
projects, yet the levels of ADB’s water lending gradually declined as a percentage of overall
lending to below 15% in the period 2000-2004 (see Figure 1)."? The downward trend is in sharp
contrast to the burgeoning needs for water investment in the region and the calls for increased
lending at the Second World Water Forum in 2000 and by the Camdessus Panel in the 3™
World Water Forum in 2003.

15. In total, ADB’s water investments during the period 2000-2004 were 36% lower than in
the period 1995-1999. The main areas of decline in ADB water operations were a drop in
lending of 35% for irrigation and drainage, 37% for urban water, 17% for water resources
management, and 83% for hydropower, while lending for flood management increased by 13%.
A breakdown of the analysis by subsector and region is given in Annex 2.

Fig. 1: Water Lending, 1968-2008

% $ Million
100 - 3,000
Water Share of Annual Lending -
90 2005 —L 2,700
—————— PPIS Figure 2000 B
80 —> 2,400
— - - — - Annual Water Lending |
70 " 2,100
60 ,’ 1,800
50% of PPIS Figure
50 S+ 1,500
40 \+ 1,200
30 + 900
20 /\7 600
10 300
1968 1972 1976 1980 1984 1988 1992 1996 2000 2004 2008

Note: based on July 2006 Project Processing Information System (PPIS) data.

'2 This reduction reflects a global trend of reduction in international aid for water reported by Camdessus from $3.5
billion per year in 1996-98 to $3.0 billion per year in 1999-2001.



16. The reduction in lending is in stark contrast to the level of investment resources
necessary to fulfill water needs. Although the reduction in ADB water lending is in part explained
by a reduction in government requests for assistance and the increasing availability of other
sources of finance, other factors were involved. For lending to be effective, it was increasingly
linked to improvements in governance, legal reforms and institutional capacity building to
overcome constraints identified in earlier project assistance. This has inevitably had a
consequence on the pipeline. ADB’s Water Policy introduced in 2001 also called for a more
strategic approach to the investment portfolio—a factor that may have reduced short-term
lending in order to build up a stronger long-term assistance strategy.'® Political instability in a
number of countries such as Indonesia, Nepal and the Philippines resulted in fewer water
projects. The increasing complexity of project design and sensitivity of large water resources
projects, particularly on social and environmental grounds, led to a reduction in dam projects.
Irrigation and drainage projects became less prominent due to institutional problems, low
economic returns and poor levels of costs recovery. Investments in urban water faced the
challenge of decentralization and building relationships and assistance strategies with
subsovereign entities.

17. At the same time, ADB experienced a number of internal constraints. These include a
decline in the numbers of water specialists on ADB'’s staff—particularly the more experienced
mission leaders, reduced TA resources for sector work and strategy development in some
countries and a consequent reduction in water pipeline. The 2002 reorganization and movement
of staff within ADB inevitably led to some processing delays and the need to rebuild
relationships with key DMC agencies. This was highlighted in the independent review of ADB’s
reorganization.

C. Reversing the Trend—A Promising Future
1. ADB'’s 2006-2010 Water Pipeline

18. There are, however, promising signs that advocacy for water and adoption of the
principles espoused in ADB’s Water Policy are reversing this downward trend. Water lending in
2005 was $1.24 billion. ADB’s three-year lending pipeline for 2006-2008 also demonstrates a
significant increase in planned water investments up to an estimated total of $7.1 billion (Annex
4)." A detailed list of pipeline projects for 2006-2008 is given in Annex 4. Pipeline projections
(excluding hydropower) are $2.64 billion for 2006, $2.63 billion for 2007, and $1.86 billion for
2008. Approximately 60% of this planned volume relates to urban water supply, sanitation and
wastewater management, particularly in South Asia, East Asia and Central Asia (Annex 5).
These figures however need to be adjusted to provide an estimate of what can be realistically
expected given ‘business as usual’. Based on analysis of 2002-2004 pipelines and project
approvals, the pipeline achievement is in the order of 50% of programmed. A realistic estimate
of achievement for 2006-2008 under the current scenario is therefore about $3.3 billion. It
represents a significant improvement on the achievements of past years by attaining again the
peak lending volumes of the late 1990s, but does not bring the additional resources to water
operations necessary to meet pent-up demand. For that, processes need to be put in place to
further increase the pipeline of water projects.

> ADB ‘Water for All' Policy, 2001.
1 Excluding investments in private sector and hydropower projects. Data based on PPIS database in July 2006 and
realignment of ADB departments.



19. The division of lending source between ordinary capital resources (OCR) and Asian
Development Fund (ADF) is shown in Annex 5 for 2006-2010 with OCR accounting for 80% and
ADF 20%.

20. At $4.02 billion, planned investments in urban water for 2006-2010 represent over 56%
of lending in water (total excluding hydropower). Of this, more than 80% is OCR financing
indicating there is potential for further supplementing activity in this focus area.

21. Analysis of the lending portfolio and pipeline has shown a large number of DMCs which
are “off-track” in meeting the MDG targets for safe drinking water and sanitation (see Annex 7).
Of these many are not receiving assistance from ADB, particularly for rural water supply and
sanitation (see Annex 8). This may be for a number of reasons including a reluctance to borrow
for these ‘social’ subsectors, the availability of grant financing or an alignment of priorities to
other sectors. The question needs to be asked though is whether ADB can play a role in
supporting rural water and sanitation in a wider group of countries than at present.

22. Most of the region’s poor live in the rural areas. However, ADB’s programmed
investment in rural water supply and sanitation demonstrates a minimal focus on this area
with $481 million in total, or less than $100 million per year on average for 2006-2010 equivalent
to 5% of total water lending (Annex 6). ° It covers 10 countries (Azerbaijan, Fiji, Indonesia,
Kazakhstan, Kyrgyz Republic, Nepal, Pakistan, Sri Lanka, Uzbekistan, and Viet Nam) whereas
many other DMCs are currently designated as being ‘off-target’ in terms of achieving either the
rural water supply or rural sanitation MDGs (see Annex 7). Irrigation and drainage forms 83%
of the ‘Rural Water’ investment total of $1.70 billion for 2006-2010 of which approximately 35%
is from ADF resources. Almost 60% of planned lending in this subsector is in Central and West
Asia region.

23. Planned investments in flood management and integrated water resources
management amount to $1.42 billion or 20% of the total for the period 2006-2010 (excluding
hydropower, see para 58). OCR lending amounts to 87% of this amount.

2. Related Initiatives across ADB

24, Analysis and comparison of the decline in water investments with past years is useful to
some extent, but there are broader issues and challenges for the future that also need to be
considered relating to the dynamic and rapidly changing context in the region. ADB is examining
the range of products and support services it offers and identifying a number of innovations to
help meet these challenges. At the same time, ADB published a new medium-term strategic
framework for the period 2006 to 2008 in which rural, urban and basin water subsectors all
feature as priority areas of investment.'

25. An example of the focus on new products is the Innovation and Efficiency Initiative (IEI)
announced in August 2005" that has pioneered recommendations to reform and streamline
ADB’s financial products and business procedures. Several of its recommendations will make
ADB assistance more attractive to its clients and result in more efficient delivery of results,

15 $255 million in OCR and $226 million in ADF. Further examination of the components of ‘rural development’ loans
is needed to determine the full extent of rural water supply and sanitation (RWSS) lending which may alter these
numbers and country coverage.

'® The Medium Term Strategic Framework (MTSF) for 2006-2008 was published in May 2006 and is available at
http://adb.org/Documents/Policies/MTS/2006/Medium-Term-Strategy-Il.pdf

' The IEl initiatives were endorsed by ADB management in August 2005.




particularly increased subsovereign lending and addressing financing constraints such as local
currency financing, eligibility criteria and multitranche financing (see Box 2).'® The concept of
mutlitranche financing has already seen considerable interest and has a wide range of
applications to reduce the costs to government, and potentially streamline project preparation
and implementation. The first mutlitranche financing facility loans were approved in December
2005. Similarly, the wider use of subsovereign lending offers considerable opportunities for
water operations.

26. Over the past five years there has also been a marked increase in the scale of ADB’s
private sector operations with activity for 2005 amounting to $820 million of which $157 million
was for water projects. The private sector strategy is currently under review to further expand
ADB activity in this area. So far however, ADB’s private sector involvement in water has been
considerably less than initially expected. Over the past five years, private sector water
operations amounted to 4 projects totaling $192 million of which $100 million was provided for
the Nam Theun 2 Hydropower Project in Lao PDR in 2005. ADB’s Water Policy does not
advocate water privatization but promotes private sector participation (PSP) to improve
efficiency in the delivery of water services. The relatively low level of private sector investment
in water is due in part to negative experiences with private sector concessions and operations
globally. A view is emerging however that these problems can be addressed and a role for
private sector finance can be found that both recognizes government’s responsibilities to its
citizens as custodian of the water resource and builds confidence of the private sector in the
investment climate through sound governance structures.’® ADB’s private sector operations add
value to purely commercial sources of finance, particularly in helping private enterprises
manage the risks of investing in developing countries.

27. Governance challenges identified in the Camdessus Report also need to be overcome if
the private sector is to be involved, for example, political interference, inadequate legal
framework, nonexistent or weak

regulators, lack of transparency Box 2: IEI Recommendations

in contract awards, poor

management  structures  and e Multitranche financing facility

resistance to costs recovering . Subsov_erelgn apq nonsovereign public sector financing facility
ifs M fth . d e Relaxation of eligibility criteria

tariffs. Many o t ese Issues an e Local currency financing for the public sector

others were raised at a recent e Refinancing facility

consultation with the private e Financing syndications and risk-sharing arrangements

sector for the comprehensive e  Flexibility in commitment charges

review of ADB’s Water Policy

implementation.?°

D. Rationale for Water as a Core Area of ADB Operations

28. Meeting water needs in the Asia and Pacific region outlined above is partly about

finance, but equally requires an integrated and strategic approach at national and subnational
levels involving governance reforms and capacity development. With its range of existing and
new financing and technical assistance products, its experience in the sector built up over more
than 30 years, and its well-respected program of water support activities throughout the region,
ADB is in an ideal position to shift from traditional project financing to new ways of long-term

'® See also ERD Paper 68 on Local Currency Financing.

19 Developing this level of confidence was a key point in the presentation of Director General, PSOD to the Private
Sector Consultation for ADB’s Water Policy Implementation Review, 18 Oct 2005.

%0 See http://adb.org/Water/Policy/consultations/private-sector-2005-report.asp




investment partnerships involving both government, private sector, and civil society.
Furthermore, it is not just a question of doing more, but also of improving the quality of water
operations, particularly those targeted at meeting the MDGs and reducing poverty.

29. Across all water subsectors, ADB has demonstrated its effectiveness, for example, in
leading and developing a coordinated sector strategy for rural water supply and sanitation in
Viet Nam; for supporting decentralized and more efficient management of irrigation systems in a
range of countries; for regulatory
reforms supporting investment in urban
water, and for supporting introduction of Box 3: Fourth WO_I’|d Water Forum ‘Gurria’ Task Force
integrated water resources management O AMEREE SHEIEr e

(IWRM) at national and river basin

Initial Recommendations (partial):

levels. e Water Service Action Plans to enhance access to
finance for local governments
30. In urban water supply and - National Water Service Action Plans

sanitation, the private sector will - Lol iRy sariies Aeion PR

increasingly play a role, but lessons « Financing Water for Agriculture

from the past 10 years need to be - Capacity development of water institutions
addressed to overcome a climate of - Delegation of powers to Water Users Associations
skepticism among major investors - Future government funding to be more functional

to support reforms

govemments and civil SOCIety' Public - New and more selective modalities for external aid

sector operations will therefore remain - More customer orientation and better service to
the main vehicle in the short to medium increase fee recovery
term. - Financing structures to better apportion various

risks among parties

31. ADB’s Water Week in 2004 - Promote microfinance opportunities

focused on water governance and For full text see:

financing for poverty reduction and http://www.financingwaterforall.org/index.php?id=1528
resulted in a seven-point Agenda for
Change for ADB’s water operations. The
aim was to promote more investment to the rural poor, more lending to subsovereign partners,
and for water investment projects to apply a mix of structural and nonstructural interventions. It
also recognized that the need for good policy and management decisions lies at the heart of the
water financing agenda.

32. In its response to the Camdessus Panel, ADB supported the recommendations in
general although underscored the need to improve access to financing for the rural poor, to
invest in wastewater management, and to improve the efficiency of water service providers. The
need to balance water service investments with commensurate investments in conserving and
managing water resources was also highlighted.?’ Business as usual will not deliver the
required output on time to address water needs in the region. There is a need to focus on
innovation and responsiveness, to build on areas where ADB has demonstrated good
performance—effective investments and delivery. President Kuroda referred to focusing on
relevance, responsiveness and results in his address to ADB’s Board of Governors in Istanbul in
May 2005.

33. ADB is participating in a follow-up activity to the Camdessus Panel—a Task Force on
Financing Water for All or the ‘Gurria’ Task Force—that presented its first report on water

' The response was prepared by an interdepartmental working group and approved by President Chino in January
2004 for dissemination during ADB Water Week 2004 (http://www.adb.org/Water/Report_ WG.pdf).



financing needs to the 4™ World Water Forum in Mexico in March 2006.?> The Task Force also
reports on the progress of water financing since 2003 and assesses how financing to
subsovereign entities can be further catalyzed. The initial recommendations of the Gurria Task
Force are given in Box 3.

34. After extensive consultation with ADB’s stakeholders, the review of implementation of
ADB’s Water Policy similarly recommended increased investments in the water sector
particularly related to achievement of the MDGs.?® In parallel with increased investments, the
Panel recommended measures to develop long-term partnerships for improved governance;
adopting an approach to integrated water resources management (IWRM) that better reflects
local contexts and builds ownership; introducing innovations in financing mechanisms to
improve access, affordability and efficiency; and strengthening internal processes to better
integrate the Policy into planning and project implementation.

35. As a development bank, ADB has a fundamental interest in assisting DMCs to meet their
development goals and commitments, including the water MDGs and World Summit on
Sustainable Development (WSSD) targets. Investment funds are the primary vehicle and new
products are being developed by ADB to ensure its continued relevance in this area. Other
comparative advantages of ADB include catalyzing other public and private investments through
the elevated level of confidence that its involvement brings; providing support for enabling
frameworks and institutional development; and a leadership and partnership role in key sectors
where a demonstrated track record has already been built. As a first step, the target of doubling
water investments proposed by Camdessus and raising water lending to 25% of ADB
operations as it was in the 1980s appears the minimum required to meet these pressing goals.
The MDG targets cannot be reached without large additional investments (estimated at a
minimum of $8 billion per year for water supply and sanitation targets alone), and ADB has a
large responsibility to help its DMCs meset this investment gap.

. PROPOSED ADB WATER FINANCING PROGRAM 2006-2010
A. Impact and Outcome of the WFP

36. The long-term impact of the WFP is a significant increase in the number of people in the
Asian and Pacific region with access to reliable and affordable water services for safe water,
sanitation, and productive livelihoods, coupled with the integrated management of water
resources in river basins for sustained economic growth and environmental improvement. Over
a ;‘Lve year period 2006-2010, the WFP aims to realize the following outcomes identified in Box
4.

22 See http://www.financingwaterforall.org/

% Water for All: Translating Policy into Action. Report of the Water Policy Implementation Review Panel, ADB, April
2006, available at http://www.adb.org/Water/Policy/comprehensive-review.asp

2 Further analysis will finalize the outcome targets for WFP. By adopting a longer-term partnership approach and
building on proven models of success, there is an expectation that the ratio of people benefited to investment
amount will increase, i.e., it will be possible to more than double the number of beneficiaries for a doubling of
investment.




Box 4: Five Outcomes for ADB’s Water Financing Program (2006-2010)

1. Sustainable access to safe drinking water and improved sanitation for approximately 200
million people, and a significant contribution to meeting the water MDGs through targeted
project components for the unserved rural and urban poor.

2. More productive and efficient irrigation and drainage services affecting the livelihoods of
40 million people.

3. Reduced risk of flood, affecting approximately 100 million people in rural and urban areas
and reduced recurring damage to vital infrastructure.

4. |Introduction of integrated water resources management (IWRM) in 25 river basins,
including reduced wastewater pollution, and improved river ecosystems.

5. Improved water governance through national water sector reforms and capacity
development.

37. The WFP will support DMC governments in meeting the considerable pent-up demand
for water sector development and sustainable management. ADB water operations will
significantly increase in the three investment areas of rural water services for health and
livelihoods, urban water services for sustained economic growth, and basin water for integrated
water resources management (see Box 5).

Box 5: Three Investment Areas for ADB’s Water Operations

e Rural water services for health and livelihoods (water supply and sanitation; irrigation and
drainage).

e Urban water services for sustained economic growth (water supply, sanitation and
wastewater management; environmental improvement).

e Basin Water promotes integrated water resources management and healthy rivers
(investments in the infrastructure and management for multifunctional water regulation and
hydropower facilities developed in a basin context, flood management, and the
conservation and improvement of watersheds, wetlands and ecosystems).

B. Key Result Areas of the WFP—Three Complementary Components

38. The WFP will build on ADB’s existing pipeline of investments and technical assistance.
The outcomes of WFP will be achieved through three key result areas (KRA) as listed in Box 6.

39. Implementation of WFP will mark a turning point in the realization of a vision for the Asia
and Pacific region in which rural and urban communities have access to safe water and
sanitation and water resources are managed sustainably to support income generation,
economic growth and environmental protection. It will build on the seven guiding principles of
ADB’s Water Policy. Each of the three KRAs is outlined briefly below followed by their
implementation strategies in section Il1.C.



1. KRA 1: Doubling Water Financing

40. Delivering increased levels of investment will follow a three-pronged strategy that (i)
consolidates and builds
substantively on the existing pipeline Box 6: Three Key Result Areas of the WFP

to develop longer-term and more
strategic financing partnerships in
critical water operations (public
sector lending and technical | pa 1

The outcomes of WFP will be achieved through
interventions in three key result areas:

Doubling Water Financing: Doubling ADB

assistance); (i) operationalizes the investments in rural, urban and basin water to
new financing opportunities provided catalyze the investments needed for DMCs to
under the Innovation and Efficiency meet their water development goals.

Initiative (see Box 2) and other
changes in ADB’s business practice; | KRA 2: Accelerating Water Policy and Institutional
and (iii) explores new opportunities Reforms: 'Accelerating reforms to encourage
with the private sector and in public- more  efficient management of water
private partnerships, including resources, delivery of w_ater services, and
ADB’s added-value in supporting protection of the water environment.

regulatory reform and providing risk KRA 3: Building Capacity in Water Organizations:

mitigation.” The strategy will be Strengthening  capacity and  improving
balanced and modified to suit performance of critical water organizations
individual country contexts. including apex bodies, service providers, river
basin organizations, regulators, civil society
41.  Annual water operations will organizations, and community-based
account for 25% of ADB institutions, to deliver on their mandates.

investments, doubling the peak of
$1.2 billion reached in 1999 to an
annual average of $2.4 billion per year.?® Estimates of the distribution of investments among
subsectors, to specific target groups such as the poor and across regions will firm up through
discussion with sector divisions and DMCs. The $12 billion five-year investment made by ADB
will be supplemented by DMC governments, other multilateral development banks (MDBs),
bilateral cofinanciers and the private sector to attain a total delivered investment program of $20
billion. It will require a considerable increase in OCR lending and private sector investments.

2. KRA 2: Accelerating Water Policy and Institutional Reforms

42. Promoting good governance and institutional development will no longer be an add-on to
project investments, but will become the platform for effective reforms to enable higher
investments for sustainable water services and resource management. As such, they will be
prioritized as integral parts of the Water Financing Program. ADB’s supporting programs cut
across all three of the focus areas—rural, urban and basin water—and will be intensified under
WEFP as part of a more programmatic approach to water reforms and investments in the Country
Strategy and Program (CSP) process. Initiatives include national water sector reforms (e.g.,

% See for example ideas and concepts emerging from the Roundtable Discussions on Private Sector Partnership in
urban water supply in India and the meeting of Private Sector and the Water Policy Implementation Review Panel.
% The current pipeline of $6.0 billion in the PPIS for 2006-2008 was used as the starting point for this estimate
together with a $0.9 billion projection for private sector investment. Based on past experience and taking into
account slippage in project approvals, the figure of $6.9 billion has been taken as the base ‘business as usual’
scenario for the five-year period 2006-2010 (see Annex 9). Added to this is the additional public and private sector
investment to be developed under WFP estimated to be of the same order as the current OCR pipeline figure of

$4.8 billion.
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establishment of apex bodies with associated policy development and new legislation for
separation of resource management from service delivery functions); introduction of IWRM
through river basin organizations; allocation mechanisms and recognition of water rights;
regulatory reform for water supply, sanitation services and irrigation; tariff reform; and
institutional reform for community involvement in operation and management including
establishment of water users associations. ADB has already benefited from significant levels of
bilateral support for its reform activities and this is expected to grow as the leverage potential of
cooperation is further realized.

3. KRA 3: Building Capacity in Water Organizations

43. Current initiatives to share knowledge and build capacity will be strengthened and
aligned with the requirements of operations staff for implementation of KRA 1 and KRA 2.
Networking for performance improvement and peer-to-peer learning have been particular
features that will be further developed. Examples include performance benchmarking and peer
reviews among national water apex bodies and river basin organizations, production of the data
book on the benchmarking of water utilities, support to the network of Southeast Asian Water
Utilities and the Network of Asian River Basin Organizations. The ‘Water for All' publication
series and Water Voices TV documentaries have been influential in modifying perceptions of the
water sector, its challenges and successes. %’ The program of pilot demonstration activities
(PDAs) for testing new project concepts and technologies prior to scaling up under more
conventional lending instruments will be intensified and aligned closely with the needs of the
WFP.

C. Strategies to Implement the KRASs

44, Develop long-term investment partnerships in the DMCs. The WFP will encourage a
longer-term horizon for planning of investment and institutional development support with
DMCs, including subsector strategy development to identify financing gaps and opportunities for
a targeted and programmatic approach to financing. Where necessary, investments will be
integrated into a planned program of sector reform.?® Long term support will be targeted to
countries needing to accelerate progress in meeting the rural and urban water MDGs. Particular
emphasis will be directed at meeting the needs of poor communities through alignment of
programs with bilateral donors, other multilateral development banks and NGOs.

45, Delivering the WFP will require a range of approaches and innovations that will build
long-term partnerships, identify new financing opportunities and ensure appropriate targeting of
ADB'’s support across the three investment areas of rural, urban and basin water. These include
IEI and other innovations in ADB’s business processes to supplement the CSP.

1. KRA 1: Water Financing

46. Launch modern and competitive financial products. To supplement conventional
lending and equity investment, the WFP will operationalize IElI modalities and business
processes (Box 2), expand subsovereign lending, identify where private sector finance
opportunities exist for improving service delivery in synergy with the role of the pubic sector,

' For example, the coverage of the Ping River basin in Thailand and the turn around for the Phnom Penh Water
Utility provide strong messages and can stimulate similar initiatives.

2 For example, in urban water, linkages can be developed with roadmaps to be prepared under in accordance with
the forthcoming Urban Sector Strategy.
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utilize additional bilateral grant financing to leverage and complement ADB investments and
broaden the application of risk guarantees in the water sector. %°

47. Demonstrate an expansion in public sector water investments. Increased
investment opportunities will be pursued through application of selected ‘water products’ and
partnerships beyond the current indicative planning figures, capitalizing on short-term
opportunities and laying the foundation for a program of medium- to long-term support. *

48. Mobilize private finance. Promising opportunities for private sector partnerships will
emerge provided the principle of public custodianship of water is established, the enabling
environment is supportive and the lessons of past experiences are incorporated. Modalities are
being explored to identify more appropriate models for outsourcing service delivery functions
within the broader framework of public ownership. Risk mitigation and credit guarantee products
available from ADB will contribute to provide an enabling environment to leverage private sector
funds.

49, Build momentum for water investments. Achieving buy-in to higher levels of water
investments and sector reform among policymakers, government agencies, civil society, the
private sector and the media will be essential. Whereas global awareness of water issues is
now at an all-time high, it still needs to be translated into action through dialogue with the full
breadth of stakeholders—uwith politicians, planning and finance ministries to ensure that pent-up
demand is translated into a program of projects;*' with line ministries and their agencies to
guide planning and implementation; to the private sector to mobilize additional funds and know-
how; with communities to ensure the relevance of design and sustainability of operation, and
with civil society and the media to influence public opinion. A communication strategy will be
prepared covering each of these target groups and to disseminate the full menu of ADB’s water
investment and technical assistance ‘products’ for its clients.

a. Rural Water

50. There is a need to reexamine investment priorities for rural water supply and
sanitation both in relation to allocation of ADF resources in specific country contexts and the
potential for additional OCR mobilization.*? Priorities for ADF lending will be reviewed in relation
to delivery of MDG targets and may require reallocation of some ADF resources from irrigation
and drainage to rural water supply and sanitation.** Other aspects to investigate further include

2 For example, OCO has floated the concept of linking a grant financing facility with guarantee products and
developing a form of guarantee that does not require an ‘anchor’ ADB loan thereby further facilitating private sector
investment.

A separate paper on the menu of ADB’s water operations products for its clients is under preparation.

A high-level advocacy paper “Why You Should Invest in Water” will be prepared, targeted at Government leaders,
Ministers for Financing and Planning, and Parliamentarians. The paper will frame the need for much higher
investments in water services and water resources management in the context of the MDGs and sustainable
economic development. Justification for water investments will be explained based on poverty reduction benefits
and economic returns. The need for targeted and transparent subsidies will be explained. The paper will also
outline areas where leadership is required to mobilize and sustain effective reforms and capacity development.

32 Opportunities may also exist through a more programmatic approach to lending in cofinancing partnerships with
bilateral funding agencies and NGOs to support the quality of program design, implementation, and capacity
development. This could also reduce ADB’s transaction costs of project development.

* See para 22. Although decisions on setting priorities for ADB support are country-led and also depend on the
availability of alternatives sources of grant or concessional funds, there is an implicit internal influence that results
from the prevailing mix of staffing skills and priorities. A separate consultation with AE and SS divisions may be
required to identify how better to prioritize ADB’s assistance in this focus area.
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scaling up promising NGO initiatives; packaging rural water supply and sanitation (RWSS)
provision with rural development / irrigation projects; shifting to sector-wide or program
approaches; establishment of investment funds; potential delivery mechanisms for RWSS
through some of the more dynamic urban utilities with experience in peri-urban areas; and
greater support for appropriate technologies.

51. There is considerable potential for increasing lending in irrigation and drainage,
particularly with opportunities offered by IEI and providing internal staff resources are allocated.
A range of opportunities can be explored including upgrading of physical infrastructure in
parallel to introduction of a more service-oriented approach to irrigation and drainage delivery
through autonomous and accountable institutions. Other investment needs include reversal of
land degradation; increasing water productivity, particularly in locations where water transfers to
industry and urban supply open opportunities for financing more efficient technologies or where
export markets exist; the use of waste and recycled water; developing a market for small-scale
irrigation equipment; and introduction of appropriate technologies for poor households,
particularly in peri-urban areas and outside formal irrigation systems.

b. Urban Water

52. For urban water supply services, |IEI recommendations for lending to subsovereign
entities and multitranche financing as well as local currency financing will mark a significant
departure from conventional lending modalities. Associated with such lending is the challenge of
turning utilities around into more efficient and service-oriented organizations, improving cost
recovery and reducing high levels of nonrevenue water, recycling and conservation. Long-term
partnerships will be needed to support such transitions beyond the timeframe of a single project.
Opportunities for private investment in small-scale piped networks also needs to be considered
as a part of short- to medium-term strategies for 24x7 coverage and as part of a strategy for
longer-term coverage by conventional piped systems.

53. A new range of options for outsourcing service delivery are needed while maintaining
public-sector ownership and oversight and incorporating the lessons from earlier private sector
involvement. Recent dialogue with private financiers emphasized that there is no shortage of
liquidity and ADB can play a catalytic role in helping to develop a sound enabling environment of
regulatory frameworks and risk mitigation measures within which private finance can be
mobilized.

54. In urban sanitation the situation is more challenging and demand for ADB’s investment
products will be explored across a range of interventions—conventional systems as well as local
networks and appropriate technology for on-site solutions. In parallel, tariff policy options and
experience for financing sanitation works will be further explored along with the potential for
upscaling and replication of successful initiatives from within and outside the region.

55. Wastewater management and environmental improvement in cities presents a
particular challenge with only limited projects currently in ADB’s program, but for which benefits
can go far beyond the urban environs to other users of water within the wider basin. Innovative
financing mechanisms and cross-financing of environmental improvements will be explored.

C. Basin Water

56. Introduction of ADB’s Water Policy in 2001 and agreements reached at WSSD have
confirmed integrated water resources management (IWRM) as the overarching development
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model linking water (quantity, quality and ecosystem health) to land and forest use at the river
basin level. ADB has already provided considerable support to lay the foundations for IWRM in
a number of its DMCs and these will form the focus of future investment support while new
areas of support to institutional and regulatory reforms will be identified. **

57. Flood management, disaster mitigation and coastal protection provide an example of
the change in approach where nonstructural and structural options now form part of integrated
solutions incorporating wetland and ecosystem restoration.>** Opportunities for improving the
management of watersheds and conservation of biodiversity are also emerging as appreciation
grows on the integrated nature of the basin and the concept of payment for environmental
services. Downstream users of water—particularly those users that generate significant
revenues such as hydropower or urban water supply—will increasingly be required to pay for
upstream protection and sustainable management of the resource.

58. There is considerable interest among DMC agencies for ADB’s involvement in
hydropower projects, both as a direct financing partner and through the mitigation of risk.
Controversy over dam projects remains but recent years have seen significant improvement in
the design of social and environmental mitigation measures and an increased interest in
hydropower to limit further growth in greenhouse gas emissions. Beyond conventional economic
tests, ADB involvement in public or private sector hydropower will need to assess its
functionality and operation within the context of the river basin, examine opportunities for
secondary benefits in other subsectors and satisfactorily minimize any adverse impacts.*

59. Risk management is becoming increasingly important to ADB’s clients to cope with the
effects of climate change on scarce water resources. ADB can work with partners to help DMCs
in analyzing the risks, developing better coping strategies, and through the preparation and
implementation of a new generation of projects, to mitigate these risks through a combination of
structural and nonstructural interventions.

2. KRA 2: Water Policy and Institutional Reforms

60. Intensify support for national water sector reforms. Supporting policy, legal and
institutional reforms at national level is essential for good water governance. Countries that have
already established national water sector apex bodies are well positioned to coordinate and
guide these reforms, which typically involves dialogue among a wide range of government
agencies as well as civil society. ADB can continue to support established apex bodies and
encourage formation of new ones. Regional networking and innovations in performance
benchmarking supported by ADB are important stimulants in this reform process.

61. Support development of regulatory frameworks for service delivery and
community involvement. Developing an enabling environment for service delivery that reflects
local political and social contexts is key to improving both public and private services. It is an

34 Differences in basin characteristics and institutional arrangements across the region—from tropical Mekong to the

arid areas of South and Central Asia—require unique solutions to be developed within the overall framework of
generic IWRM principles. Recently, the promotion of IWRM has been further strengthened by advocacy of “healthy
rivers” goals and integrated river basin management approaches. These will become increasingly important in the
years to come.

% A comprehensive package of initiatives is needed to minimize loss of life in natural events that exceed the capacity
of physical defense works.

% The Water Financing Program will report separately on volumes of hydropower investment which is primarily
categorized under energy lending.
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essential component in building confidence in urban and rural water so that the necessary level
of financing can be attracted. More effective governance systems and tariff structures will be
promoted in ADB’s support programs. Similarly, the WFP will further facilitate enabling
environments for community management of decentralized and devolved water systems, thus
empowering civil society in rural and urban water.

62. Extending support for regional partnership initiatives among water utilities. ADB
is currently supporting the Southeast Asia Water Utilities Network and will build on this
foundation to further encourage peer-to-peer learning as a recognized vehicle for initiating
change, institutional reform and developing capacity. One proposal is to facilitate a learning
initiative by capitalizing on the track record of established water utilities from Singapore and
Malaysia to develop partnerships with less well-performing utilities, particularly in East and
South Asia where the bulk of new investments in the subsector are envisaged.*’

63. Expand support for integrated water resources management (IWRM). Promoting
IWRM in river basins will continue to be a central component of ADB water investments under
the WFP. This includes strengthening the enabling environment, institutional roles, and
management instruments to manage and conserve water resources in river basins. Capacity
development of river basin organizations, which can take many forms, will be a critical part of
ADB’s support, both in lending, technical assistance and through the regional Network of Asian
River Basin Organizations (NARBO).

3. KRA 3: Capacity of Water Organizations

64. Strengthening institutional capacity. Taking a longer-term horizon for financing
support to water agencies also provides an opportunity to look beyond the project timeframe for
capacity development. Institutional support mechanisms will be identified in parallel to both
financing needs in KRA 1 and the policy and institutional reform programs of KRA 2.

65. Disseminate ADB’s portfolio of water investment ‘products’. Over recent years the
range of investment products and modalities offered by ADB has become considerably more
diverse and is further evolving. Yet awareness of this diversity remains limited. A ‘product’
information kit will be developed giving the full ‘menu’ of ADB water investment and technical
assistance support modalities (see Annex 10). The information will be presented in an attractive
style, similar to the concept of ADB’s Private Sector Information Kit, and used as a focus for
exploratory discussions with DMCs under KRA 1.

66. Enhance the knowledge base and knowledge products. Much innovation is
happening in response to the water challenges, yet more attention is needed to disseminate the
success stories and promising initiatives to a wider audience. New knowledge products using a
range of media—print, software, film—will supplement the current knowledge base including
state-of-the-art reviews, technical papers, toolkits, and guides. Topics will be determined in
consultation with operational departments and may include targeting water for poverty
reduction, a compendium of financing products, diagnostic analysis of water utilities,
effectiveness of sector reforms, modalities for outsourcing service delivery, a legal toolkit for
regulatory reform, experiences with small-scale piped-water providers, implications of IWRM,
and lessons from community management initiatives.

% Such a peer-to-peer learning program could be delivered through an outposted initiative of the ADB Institute based
in Singapore.
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67. Pilot test new approaches to resource management and service delivery. Use of
the Water Cooperation Fund’s Pilot Demonstration Activity and technical assistance will be
extended.®® Specific attention will be given to directly supporting innovations proposed under the
WFP.

D. Initial Six Target Countries

68. Six countries have been identified for the initial step to enhance ADB’s water
operations—Peoples’ Republic of China, India, Indonesia, Pakistan, the Philippines, and Viet
Nam. Together they account for approximately 80% of ADB’s water investments and
demonstrate considerable potential for future assistance. Figure 2 shows the breakdown of
pipeline investments in these countries between rural, urban and basin water for the period
2006-2010, as of July 2006.%

Fig. 2. Pipeline of Water Investments in Target Countries 2006-2010 (7 July 2006 PPIS)
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69. Preliminary ideas on the scope in each of the target countries are given below as a
starting point for these discussions:

China, PR: Considerable scope for long-term partnerships and assistance through urban
water investments and wastewater management as part of broader urban
development programs including subsovereign lending; replication of promising
basin water initiatives to address increasing issues of competition between uses,
pollution, concerns over sustainability, watershed and wetlands protection and
flood management; support to well-designed hydropower projects within the

% RSID prepared a new RETA in 2005 for further support for Pilot and Demonstration Activities (PDAs) and the
Water Awareness Program (WAP).

% Note that based on an analysis of 2002-2004 data, slippage of project approvals may account for up to
approximately 50% of the planned pipeline.

16



India:

Indonesia:

Pakistan:

Philippines:

Viet Nam:

context of basin management to offset reliance on fossil fuels; limited scope for
ADB lending in rural water and sanitation although attaining rural water MDGs
remains a challenge.

Major potential for urban water supply and sanitation including subsovereign
lending, use of the multitranche facility and private sector service delivery;
wastewater treatment; opportunities for blending with grant sources to be
explored; significant demand for irrigation rehabilitation and upgrading—although
acceptability of OCR terms to be confirmed; opportunities for rural sanitation to
be explored in conjunction with irrigation or health projects; initial signs of interest
in implementing IWRM principles within basin context (although inter-state issues
to be addressed) with minor and major hydropower development providing the
entry point for taking a basin perspective.

Scale up of community water supply and sanitation projects in rural areas; build
on planned initiatives in urban water and assess the potential to unlock major
new water investments by improving governance and supporting reform
programs; build on early examples of basin management and implementation of
IWRM principles; identify opportunities for stimulating rural growth through
irrigated agriculture and improving the governance and productivity of irrigation
systems.

Assess opportunities that WFP will provide to support and supplement the
considerable pipeline in urban water and irrigated agriculture; examine the
potential to include components for rural water services into irrigation projects;
explore scope for sustainability improvements related to integrated land and
water management and scaling up of pilot activities; assess requests for support
to hydropower and flood management based on the principles of IWRM within a
basin context.

Assess opportunities for subsovereign lending to local governments where major
responsibility for delivering water services has been devolved. Explore ways to
help increase investment in rural water supply and irrigation. Assess also the
opportunities for nonsovereign lending to credit-worthy water districts based on
the government pronouncement encouraging credit-worthy water districts to
directly access funds from commercial or private banks and other sources
outside of the Local Water Utilities Administration (LWUA). ldentify potential for
long-term partnership to implement IWRM in light of the government's thrust to
establish river basin organizations in the country's major river basins.

Define a future role for ADB based on its lead in the recent joint government-
donor rural water supply strategy; upgrade irrigation systems associated with
reforms of irrigation companies and community management; combine
conventional lending for urban water with reforms to the enabling environment for
more efficient service delivery; identify longer-term wastewater treatment
investments in priority subbasins to avoid hidden costs of pollution; continuing
institutional support for basin and resource management with associated
investment opportunities; assess scope for hydropower development with a basin
context.
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70. The initial level of interest within these six target countries and extent of possible
investment opportunities identified will determine the pace and scale of expansion of the WFP to
other countries. An early emphasis will be placed on examining the potential for support to
those countries currently off-target in meeting the water MDGs to assess the scope for ADB
assistance (Annex 7). In other focus areas there is potential for increased investment, for
example, in basin water in Greater Mekong Subregion (GMS) countries (where SERD has
initiated an assessment for water resources investments in collaboration with World Bank),
urban water and flood management in Bangladesh and urban and basin water in some Central
Asian states. The WFP can assist in updating strategy work to support targeting of additional
investments.

V. THE NEXT STEPS
71. Convening the September 2006 Conference on the Water Financing Program will
provide an opportunity to dialogue with governments and understand their financing needs and

how ADB could use or improve its existing products to be able to respond to the DMCs’
demand.
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Annex 1

Annex 1: Design and Monitoring Framework for Water Finance Program
Design Performance Data Assumptions
Summary Targets/Indicators Sources/Reporting and Risks
Mechanisms
Impact Assumptions

Increase in the number
of people in DMCs with
access to safe water and
sanitation coupled with
more sustainable
management of water
resources to support
income generation and
economic growth
activities and a reversal
of degradation of the
water environment.

Attainment of
Millennium
Development Goal
targets for urban and
rural water and
sanitation by 2015 (or
accelerated by 2010).

Reduction in incidence
of water-related
fatalities and disease.

Increase in number of
countries implementing
integrated water
resources management
plans (IWRM).

Country-level and UN
progress reports on
MDGs.

UNDP/WHO country
reports.

Country water sector
strategies and reports of
Global Water
Partnership.

e Governments make
achievement of
water MDGs a
priority

e Sustained
emphasis on water
investment to keep
pace with increased
demand—
population and
economic growth

e Financial
mechanisms for
sustainable
maintenance
programs in place

e |IWRM policies
adopted in line with
WSSD
commitments

Outcome

Improved coverage,
quality and continuity of
water service delivery
within a framework of
sustainable management
of natural resources.

Improved access to
water and sanitation for
200 m people; improve
livelihoods of 40 m
people from irrigation;
reduce flood risk to 100
m people; double the
interventions to
introduce integrated
water resources
management (IWRM) in
river basins, reduce
wastewater pollution,
and improve river
ecosystems; double the
number of ADB’s
programs to improve
water governance
through national water
sector reforms and
capacity development.

(Note: as WFP
planning develops,
targets will be set for
individual countries and

Country sector reports
and analysis prepared
by ADB (e.g., Water
Utilities Data
Handbook).

Reports of UN and other
agencies.

Reports of research
bodies, e.g., IWMI.
Results of targeted
benchmarking and
monitoring programs as
part of WFP.

Assumptions

e Leadership of key
agencies and
utilities

¢ Implementation of
governance reforms
for resource
management and
service delivery

e  Community
involvement

e Application of
IWRM principles

Risks

¢ Intensified
opposition to
private sector
involvement in
water service
delivery

e Budgetary
constraints
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Annex 1

Design Performance Data Assumptions
Summary Targets/Indicators Sources/Reporting and Risks
Mechanisms
subsectors)
Outputs Assumptions

1. Increased levels of
water investments

2. Policy and institutional
reforms accelerated

3. Institutional capacity
strengthened and
knowledge base
expanded

1. ADB investments in
water increase to
$12 billion over five-
year period 2006-
2010 and total
investments of $20
billion including
cofinancing over
same period.

2. DMC specific targets
to be determined
relating to policy
frameworks
promoting IWRM,
existence of national
water apex bodies,
effective regulatory
frameworks for
service delivery, etc.

3. Need to develop
targets related to
capacity
development,
knowledge products,
peer-to-peer
learning, exchange,
benchmarking, etc.

Published ADB data on
past and future public
and private sector
investments and
technical assistance.

Monitoring and analysis
undertaken for Water
Cooperation Fund and
Water for All
Publications, sector
status and strategies as
reported in CSPs,
results of technical
assistance programs,
and reports of individual
activities.

e ADB investment
products are
attractive to DMCs

e Replenishment of
OCR/ADF

e Political will for
governance reforms

e Internal resources
allocated to deliver
increased water
program

Risks

o Political instability

e Opposition to
institutional reform

e Vested interest

Activities with Milestones (2006-2010)

N —

1.
1.

countries

Launch more competitive financial products
Demonstrate expansion in public sector water investments in 6 target

3 Mobilize private finance
.4 Build momentum for water investments

2.1 Intensify support for national water sector reforms

2.2 Support development of regulatory frameworks for service delivery and
community involvement.

2.3 Extend support for regional partnership initiatives among water utilities

2.4 Extend support for IWRM

3.1 Strengthen institutional capacity
3.2 Disseminate ADB portfolio of water investment products
3.3 Enhance the knowledge base and knowledge products

Pilot test new approaches to resource management and service delivery

Inputs

o ADB—higher levels
of investment, new
finance modalities,
streamlined
business
procedures, TA for
enabling
environment,
reforms, capacity
development and
knowledge sharing

e Governments—
commitment to
targeted
investments,
cofinancing of
program and
project lending,
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Design Performance Data Assumptions
Summary Targets/Indicators Sources/Reporting and Risks
Mechanisms
institutional reform
Acronyms: Cofinancing—
private sector,
ADB Asian Development Bank bilateral and
ADF Asian Development Fund multilateral
CSP Country Strategy and Program agencies,
DMC developing member country communities.
IWRM integrated water resources management Beneficiaries—
MDG Millennium Development Goals cofinancing,
OCR ordinary capital resources commitment to
WFP Water Financing Program decentralized
WHO World Health Organisation management,
contribution to
project

development,
implementation and
monitoring.

Private sector—
cofinancing,
outsourcing of
service delivery,
accountable
management
systems,
NGOs—community
mobilization, project
delivery, monitoring
and evaluation
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By sector ($m)

ECRD
1&D
1995 -
1996 -
1997 40
1998 -
1999 36
2000 -
2001 36
2002 35
2003 73
2004 103
323
12%
1995-1999 76
2000-2004 247
% 00-04
/95-99 325%
By sector ($m)
MKRD
1&D
1995 -
1996 15
1997 105
1998 -
1999 -
2000 32
2001 -
2002 -
2003 18
2004 10
179
7%
1995-1999 120
2000-2004 60
% 00-04
/95-99 50%

Trend in ADB Water Lending by Sector and Region, 1995-2004

Rural
RWSS

109
40/0

109

Rural
RWSS

Total

432
16%

76
356

468%

Total

179
7%

120
60

50%

512
19%

262
250

96%

uwss

86

119

40

60

22

378
14%

265
113

43%

Urban
WwWM

140

605
22%

440
165

38%

Urban
WwWM
150

227

447
16%

447

0%

Total

140
107
102
353
64
36
102
183
30

1,118
41%

702
416

59%

Total

236
20
119
227
110
31
60

22

826
30%

712
113

16%

WRM

330

464
17%

330
134

40%

WRM

36
300
70
90

522
19%

336
186

55%

Basin
HPW FLM
235 -
- 5
- 150
144 150
35 22
414 327
15% 12%
235 5
179 322

76% 6440%

Basin
HPW FLM
52 -
- 27
- 66
- 25
52 118
2% 4%
52 27
- 91
0% 337%

Total

1,205
44%

570
635

1%

Total

52
63

300
66
95
26
90

691
25%

415
277

67%
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Total

235
140
147
107
719
230
226
469
348
133

2,754

1,348
1,406

104%

Total

236

87
287
227
410
128
155

26
130

10

1,696
1,247

450

36%
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By sector ($m)

PARD Rural
1&D RWSS Total UWSS
1995 - - - 9
1996 - - - 21
1997 - - - -
1998 - - - -
1999 - - - -
2000 - - - 15
2001 - - - -
2002 - - - -
2003 - - - 55
2004 - - - -
- - - 100
0% 0% 0% 4%
1995-1999 0 0 0 29.8
2000-2004 0 0 0 70.3
% 00-04
/95-99 #DIV/O! #DIV/0! 236%
By sector ($m)
SARD Rural
1&D RWSS Total UWSs
1995 205 46 251 170
1996 83 20 103 -
1997 36 - 36 75
1998 30 - 30 325
1999 8 49 57 175
2000 200 52 252 155
2001 - 25 25 21
2002 - 100 100 30
2003 - 84 84 215
2004 20 - 20 307
582 376 958 1,473
21% 14% 35% 53%
1995-1999 362 115 477 745
2000-2004 220 261 481 728
% 00-04
/95-99 61% 227% 101% 98%

Urban
WWM

10
0%

10.2

0%

Urban
WWM

320
12%

70
250

357%

Total

21

10

15

55

110
4%

40
70.3

176%

Total

170
145
325
175
405

21

30
215
307

1,793
65%

815
978

120%

113

251
9%

235

1413%

Basin

0%

#DIV/O!

FLM

0%

#DIV/0!

Basin

HPW

460

460
17%

460

0%

FLM

64
110

102
80

356

13%

174
182

105%

Total

0%

#DIV/O!

Total

460
81
110

88
34
102
193
1,067
39%

650
417

64%
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Total

21

10

15

55

110

40
70.3

176%

Total

421
563
262
465
232
745

80
232
299
520

3,818

1,

942

1,876

24

7%



By sector ($m)

PARD

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

1995-1999
2000-2004

% 00-04
/95-99

1&D

#DIV/O!

By sector ($m)

SARD

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

1995-1999
2000-2004

% 00-04
/95-99

582
21%

362
220

61%

Rural
RWSS

Rural
RWSS

376
14%

115
261

227%

Total

0%

#DIV/O!

Total

251
103
36
30
57
252
25
100
84
20

958
35%

477
481

101%

uUwss

100
4%

29.8
70.3

236%

1,473
53%

745
728

98%

Urban
WWM

10
0%

10.2

0%

Urban
WWM

320
12%

70
250

357%

Total

21

10

15

55

110
4%

40
70.3

176%

Total

170

145
325
175
405

21

30
215
307

1,793
65%

815
978

120%

0%

251
9%

17
235

1413%

Basin

0%

#DIV/0!

460
17%

460

0%

FLM

0%

#DIV/0!

110

102
80

356

13%

174
182

105%

Total

0%

#DIV/0!

Total

460
81
110

88

34
102
193
1,067

39%

650
417

64%
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Total

21
10

15

55

110

40
70.3

176%

Total

421
563
262
465
232
745

80
232
299
520

3,818
1,942

1,876

97%
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By sector ($m)

SERD
1&D
1995 56
1996 20
1997 130
1998 153
1999 -
2000 -
2001 -
2002 -
2003 73
2004 -
433
16%
1995-1999 360
2000-2004 73
% 00-04
/95-99 20%
By sector ($m)
TOTAL
1&D
1995 262
1996 118
1997 311
1998 183
1999 44
2000 232
2001 36
2002 35
2003 164
2004 133
1,517
55%

1995-1999 917.2

2000-2004 599.4
% 00-04
/95-99 65%

Rural
RWSS

122
4%

122

0%

Rural
RWSS

237
369.9

156%

Total

141

57
130
153

555
20%

482
73

15%

Total

393
175
311
183

93
320

61
173
283
133

2,124
7%

1154.2
969.3

84%

UwWsSsSs

292
130
88
24
45
30

609
22%

579
30

5%

UWSS

557
171
389
451
313
266
147

50
392
337

3,073
112%

1880.9
1191.96

63%

Urban
WWM

75
3%

75

Urban
WWM

150
140

238
370
325
82
83

1,458
53%

967.6
490.3

51%

Total

292
130
88
24
45
75
30

684
25%

579
105

18%

Total

707
311
459
689
683
591
147
132
475
337

4,531
165%

2848.5
1682.26

59%

WRM

99
4%

46
53

117%

83%

Basin

HPW

337
12%

0%

1,263
46%

1084
179

17%

321
12%

321

0%

175

1,121

41%

526.2
595.1

113%

Total

337
250
116

756
27%

703
53

8%

Total

572
762
259
115
630
333
283
422
150
193

3,719
135%

2338
1381.3

59%
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Total

770
437
334
177

45
125

30

76

1,995

1,764
231

13%

Total

1,672
1,247
1,029
987
1,406
1,244
491
728
909
663

10,374
6,341

4,033

64%
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By region ($m)

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

Total
1995-1999
2000-2004

% 00-04
/95-99

South Asia
421
563
262
465
232
745

80
232
299
520

3,818

1,942
1,876

97%

East and
Central
Asia

235
140
147
107
719
230
226
469
348
133

2,754

1,348
1,406

104%

Southeast
Asia

770

437

334

177

45

125

30

0

76

0

1,995

1,764
231

13%

Mekong

236

87
287
227
410
128
155

26
130

10

1,696

1,247
450

36%

Pacific

9
21

10

15

55

110
40
70

176%

Total
1,672
1,247
1,029

987
1,406
1,244

491

728

909

663

10,373

6,341
4,033

64%

Annex 2:
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Annex 3:

ADB’s Past and Pipeline Water Investments, 2000-2010

(based on July 2006 Project Processing Information System data)

Rural Water services for health and livelihoods (water supply and sanitation; irrigation and

drainage).

Urban Water services for sustained economic growth (water supply, sanitation and
wastewater management; environmental improvement).

Basin Water

for

integrated water

resources

management

(infrastructure and

management)—multipurpose water and hydropower facilities developed in a basin context;

flood management;

ecosystems.

conservation and

improvement of watersheds,

wetlands and

Rural Water

Urban Water

Basin Water

EAST AND CENTRAL ASIA

Azerbaijan
(B1)*

2007: Social Infrastructure for
Internally Displaced Persons
(ADF)

2008: Samur-Absheron

2004: Urban Water
Supply and Sanitation
2007: Urban Water
Supply and Sanitation

2003: Flood Mitigation

Water Supply and Irrigation Il (ADF/OCR)
(First Stage) (OCR)
. China PR | 2000: West Henan 2000: Tianjin 2001: Yellow River
(B2) | Agriculture Development Wastewater Treatment | Flood Management

Project

2004: Fujian Soil
Conservation and Rural
Development Il

2008: Shanxi Integrated
Agricultural Development in
Valley and Watershed Areas
(OCR)

and Water Resources
Protection

2002: Hebei Province
Wastewater
Management

2003: Harbin Water
Supply

2003: Wuhan
Wastewater
Management

2005: Jilin Water
Supply and Sewerage
Development

2005: Fuzhou
Environmental
Improvement

2006: Wuhan
Wastewater and
Stormworks
Management (OCR)
2006: Guangxi
Nanning Urban
Environmental
Upgrading(OCR)

2006: Nanjing Qinhuai
River Environmental
Improvement (OCR)
2007: Hefei Urban
Environment
Improvement (OCR)
2007 : Jilin Urban
Infrastructure (OCR)
2007 : Gansu Baiyin
Urban Development
(OCR)

(Sector)

2001: Innovations for
Participatory Flood
Control by the Poor
Along the Yellow River
2002: Songhua River
Flood Management
Sector

2002: Hebei
Zhanghewan Pumped
Storage

2003: Gansu Clean
Energy Development
2005: Shanjian Plains
Wetland
Protection(OCR)
2006: Hunan Flood
Management (OCR)
2006: Guiyang
Integrated Water
Resources
Management (OCR)
2006: Shandong Hai
River Basin Pollution
Control (OCR)

2006 : MFF-Gansu
Heihe Hydropower
Development (OCR)
2007: Ningxia
Integrated Ecosystem
and Agricultural
Development (OCR)
2007: Ecosystem
Development and
Environment Protection
of Baiyangdian Lake
(OCR)
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Rural Water

Urban Water

Basin Water

2007 : Kunming
Qingshuihai Water
Supply (OCR)

2008: Integrated
Environment
Management Project
(OCR)

2008: Integrated Urban
Development Project
(OCR)

2008: Urban
Infrastructure | (OCR)
2008: Urban
Infrastructure 1l (OCR)
2008 : Xinjiang
Municipal Infrastructure
and Environmental
Improvement (OCR)

2007: Shaanxi Qining
Mountain Integrated
Ecosystem
Management (OCR)
2008: Water
Resources Protection
and Management
(OCR)

2008: Qingdao Water
Resources
Management and
Wetland Protection
(OCR)

2008: MFF-Gansu
Heihe Hydropower
Development (OCR)
2008: Renewable
Energy (OCR)

Kazakhstan
(€)

2003: Rural Water Supply
and Sanitation

2006: Second Rural Water
Supply and Sanitation(OCR)
2009: Third Rural Water
Supply and Sanitation (OCR)

PPTA 06: Stormwater
Management

Kyrgyz
Republic (A)

2006: Integrated Agricultural
Management and Land
Improvement (ADF)

2008: Agricultural Land
Improvement (ADF)

2008: Community-Based
Infrastructure Services Sector
Phase Il (ADF)

2000: Community-
Based Infrastructure
Services Sector

Mongolia (A)

2002: Integrated
Development of Basic
Urban Services in
Provincial Towns
2006: Urban
Development and
Housing Project (ADF)

Tajikistan (A)

2001: Emergency
Restoration of Yavan Water
Conveyance System

2002: Agriculture
Rehabilitation

2004: Water Resources
Development and
Rehabilitation

2006: Rural
Development(components to
be determined) (ADF)

2007: Pyanj River
Flood Protection Works
(ADF)

Turkmenistan
(C)

Uzbekistan
(B2)

2001: Ak Altin Agricultural
Development

2002: Western Uzbekistan
Rural Water Supply

2005: Kashkadarya and

2001: Urban Water
Supply

2003: Amu Zang Water
Resources
Management

2006: Rural
Renewable Energy
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Rural Water

Urban Water

Basin Water

Navoi Water Supply
2006: Land Improvement
(OCR+ADF)

2007: Djizzak and
Surkhandarya Rural Water
Supply Sector Project (ADF)

Development (OCR)

Mongolia (A)

2002: Integrated
Development of Basic
Urban Services in
Provincial Towns
2006: Urban
Development and
Housing Project (ADF)

MEKONG REGION

Cambodia (A)

2000: Stung Chinit Irrigation
and Rural Infrastructure
Project

2003: Northwest Irrigation
Sector

2008: Water Resources
Management (Sector) Project
(ADF)

2003: Provincial Towns
Improvement
(Supplementary)

2000: Emergency
Flood Rehabilitation
Project

2002: Tonle Sap
Environmental
Management

2007: Tonle Sap
Lowland
Stabilization(ADF)
2009: GMS-CAM:
Flood Management
and Mitigation (ADF)
2009: Tonle Sap
Watershed
Management

Lao PDR (A)

2000: Decentralized Irrigation
Development and
Management Sector Project
2004: Northern Community
Managed Irrigation

2002: Nam Ngum
River Development
Sector

2005: GMS Nam
Theun 2 Hydroelectric
Project (OCR)

Thailand (C)

Viet Nam (B1)

2001: Second Red River
Basin Sector

2005: Central Region Water
Resources Sector (ADF)
2007: Rural Infrastructure for
Sustainable Livelihoods
(ADF)

2008: Water Resources
Sector Management Sector
(ADF)

2009: Development of Cua
Dat Irrigation System (ADF)

2000: Lyonnaise Viet
Nam Water Company
2001: Third Provincial
Towns Water Supply
and Sanitation

2006: Central Region
Small and Medium
Towns Development
(ADF)

2006: First Song Da —
Hanoi Water Supply
Project

2008: New Urban
Sector Development
Pilot (ADF)

2003: Phuoc Hoa
Water Resources
2006: Song Bung 4
Hydropower Project
(OCR)

2007: Song Bung 2 & 5
Hydropower
Development (OCR)
2008: GMS-VIE: Flood
Management and
Mitigation(ADF)

SOUTHEAST ASIA

Indonesia | 2003: Participatory Irrigation

| 2006: Private Sector
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Rural Water

Urban Water

Basin Water

(B2)

Sector

2005: Community Water
Services and Health
2005: Rural Infrastructure
Support

2007: Rural Infrastructure
Support Il (ADF)

2007: Community and Local
Government Support Il
(OCR/ADF)

2008: Community Water
Services and Health |
(OCR/ADFI

2009: Rural Infrastructure
Support Il (OCR)

Participation
Development Facility
for Urban Infrastructure
(OCR)

2006: Infrastructure
Reform Program
(OCR)

2007: Metropolitan
Sanitation
Management and
Health (OCR)

2008: Urban Water and
Sanitation Sector Il
(OCR/ADF)

2008: Water Supply
and Sanitation
Project(OCR)

2008: Integrated Urban
Development and
Poverty
Reduction(OCR)

2010: Water Supply
and Sanitation Project
(WSSP) (OCR/ADF)

2007: Integrated
Citarum Water
Resources
Management (L1)
(OCR)

2007: Hydropower
Development (OCR)
PPTA 06: Water
Resources
Development

2008: Flood
Management in
Selected River Basins
(L1)(OCR)

2008: Integrated
Citarum Water
Resources
Management (L2)
2009: Flood
Management in
Selected River Basins
(L2)

. Malaysia (C)

. Philippines
()

2007: Participatory Irrigation
Management Sector (OCR)
2007: Agrarian Reform
Communities 1l (OCR)

2000: Pasig River
Environmental
Management and
Rehabilitation Sector
Development Program
(Policy Loan)

2001: Mindanao Basic
Urban Services Sector
2003: MWSS New
Water Source
Development (TA
Loan)

2006: Angat Water
Utilization and
Aqueduct Improvement

Project (OCR)
SOUTH ASIA
Afghanistan | 2008: Irrigated Agriculture 2007: Second Water
(A) | Development Project Il Resources
(ADF) Management and
Irrigated
Agriculture(ADF)
2007: Hydropower and
Transmission (ADF)
. Bangladesh | 2001: Supporting Livelihood 2002: Urban 2000: Southwest Flood
(B1) | Improvement for the Poor Governance and Damage Rehabilitation
through Water Management Infrastructure 2002: Jamuna-Meghna
Associations Improvement River Erosion
2001: Second Small-Scale 2006: Secondary Mitigation
Water Resources Towns Water Supply 2004: Secondary

Development Sector
2006: Rural Infrastructure Il

and Sanitation(ADF)
2007: Dhaka Water

Towns Integrated
Flood Protection Il
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Rural Water

Urban Water

Basin Water

(components to be
determined) (ADF)
2008: Command Area

Development Project Il (ADF)

PPTA 06: Small Scale Water
Resources Development I

Supply and Sanitation
(OCR/ADF)

2008: Urban
Governance and
Infrastructure
Improvement Il (ADF)

2005: Southwest Area
Integrated Water
Resources Planning
and Management

Bhutan (A)

2006: Urban
Infrastructure
Development (ADF)
2007: Urban Municipal
Development Il (ADF)

India (B2)

2005: Chhattisgarh Irrigation

Development Sector

2007: ORISSA Integrated

Irrigated Agriculture and

Water Management (OCR)

2003: Urban Water
Supply and Env.
Improvement in
Madhya Pradesh
2004: Multisector
projects for
Infrastructure
Rehabilitation in
Jammu and Kashmir
2005: Kerala
Sustainable Urban
Development

2006: MFF-North
Karnataka Urban
Sector Investment
Program (OCR)
2006: Jammu and
Kashmir Urban
Development (OCR)
2007: MFF-North
Eastern Region Capital
Cities Development
Investment Program
(OCR)

2007: North Eastern
Region Urban
Development — Phase
2 (OCR)

2007: Uttaranchal
Urban Development
(OCR)

2008: Support for the
Urban Renewal
Mission ((OCR)

2008: Private Sector
Infrastructure Facility IlI
(OCR)

2006: MFF-Uttaranchal
Power Sector Project
(OCR)

2007: Assam
Integrated Flood
Control and River
Erosion
Mitigation(OCR)
2007: Hydroelectric
Power Corporation
Hydropower
Development (OCR)
2009: Himachal
Pradesh State Power
Development Project
(OCR)

PPTA 06: Small
Hydropower
Development

PPTA 07: Hydropower
Sector Development
(NHPC)

Maldives (A)

2005: Regional
Development Project
Phase I

2008: Social
Infrastructure for
Regional Development
(ADF)

Myanmar (A)
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Rural Water

Urban Water

Basin Water

Nepal (A)

2003: Community Based
Water Supply and Sanitation
2004: Community Managed
Irrigation Sector

2008: Community Based
Water Supply and Sanitation
Sector Il (ADF)

2008: Decentralized Rural
Infrastructure and Livelihood
Il (ADF)

2009: Decentralized and
Community-Based Water
Management Support (ADF)
PPTA 06: Small Towns
Water Supply

2000: Small Towns
Water Supply and
Sanitation Sector
2000: Melamchi Water
Supply (Investment
Project)

2002: Urban and
Environmental
Improvement

2003: Kathmandu
Valley Water Services
Sector Development
Program

2008: Kathmandu
Valley Water
Distribution, Sewerage
and Urban
Development (ADF)

PPTA 06: Kathmandu
Valley Sewerage
Treatment

PPTA 07: Secondary
Towns Urban
Environment
Improvement

Pakistan (B1)

2002: Sindh Rural
Development (RWSS)

2002: Punjab Community
Water Supply and Sanitation
2006: Punjab Irrigated
Agriculture Sector
Development (OCR)

2006: FATA Rural
Development Project (ADF)
2006: Bahawalpur Rural
Development Project (Phase
II) (ADF)

2007: Community Storage
and Irrigated Agriculture
Development Sector
Development Project (OCR)
2008: Irrigated Agriculture
and Water Resources
Development (OCR)

2004 : Multisector
projects for
Infrastructure
Rehabilitation in
Jammu and Kashmir

2006: Sindh Basic
Urban Services (ADF)
2007: NWFP Devolved
Social Services (ADF)
2006: TA Loan for
Megacity Development
(ADF)

2006: Megacity Project
| (OCR/ADF)

2006: Private
Participation in
Infrastructure Sector
Development Program
(OCR)

2008: Balochistan
Resource Management
Program Il (OCR/ADF)
2008: Megacity Project
Il (OCR)

2009: Punjab
Secondary Towns
Development (ADF)
2009: Social Sector
Development Punjab
(ADF)

2010: Balochistan

2004: Balochistan
Resource Management
(Program)

2005: Infrastructure
Institutional Capacity
Building and
Preparatory Facility
(ADF)

2006: Balochistan
Water Resources and
Rural Infrastructure
Development (ADF)
2006; Sindh Coastal
and Inland Lakes
Community
Development (ADF)
2006: MFF-Renewable
Energy Development
Investment Program
(OCR)

2008: Renewable
Energy Development
(OCR)

PPTA 06: Water Sector
Development

33




Annex 3:

Rural Water

Urban Water

Basin Water

Basic Urban Services
(ADF)

. Sri Lanka
(B1)

2003: Secondary Towns and

Rural Community-based

Water Supply and Sanitation
2005: North East Community

Restoration and
Development I

2000: Water Resource
Management

2003: Secondary
Towns and Rural
Community-based
Water Supply and
Sanitation

2005: Local
Government
Infrastructure
Improvement

2006: Jaffna Water
Supply and Waste
Water Management
(ADF)

2007: Greater
Colombo Waste Water
Management (OCR)
2007: Secondary
Towns Water
Supply(OCR/ADF)

PPTA 06: Improving
Service Delivery

2000: Water Resource
Management

2000: Forest Resource
Management Sector
2001: Protected Area
Management and
Wildlife Conservation

PACIFIC

Cook Islands
(81)

2001: Waste
Management

2007: Environmentally
Sustainable
Infrastructure Project
(ADF)

Fiji (C) | 2007: Rural and Outer 2003: Suva Nausaori
Islands Development (ADF) Water Supply and
Sanitation
. Kiribati (A) 2006: Regional Growth
Centers (ADF)
Marshall
Islands (B1)
Micronesia
(B1)
Nauru (B2)
. Papua New 2000: Provincial Towns
Guinea (B2) Water Supply and
Sanitation

. Samoa (A)

2003: Sanitation and
Drainage Management
2008: Sanitation and
Drainage Phase 2
(ADF)

2006: Savaii
Renewable Energy
(ADF)

Solomon
Islands (A)

Timor-Leste
(A)
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Rural Water Urban Water Basin Water
Tonga (B1) 2007: Integrated Urban
Development (ADF)
Tuvalu (A)
Vanuatu (A)
Notes:
signifies included in Phase 1 study of Comparative Reforms in the Water Sector

ADF — Asian Development Fund
OCR - Ordinary Capital Resources

*(A) (B1) (B2) (C) - eligibility designation for ADF/OCR lending (ref OM Section A1/OP)
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Annex 4

Details of Pipeline Projects with Water Components, 2006-2010
2006 PROGRAMMED PROJECTS WITH WATER COMPONENT

Water Component Total
Country Project Name uss
RURAL WATER
AZE Social Infrastructure for Internally Displaced Persons 5,700,000
KAZ Second Rural Water Supply and Sanitation Sector 50,000,000
Integrated Agricultural Management and Land Improvement 15,000,000
KGz Project (formerly Second Agriculture Area Development)
TAJ Rural Development 2,631,000
uUzB Land Improvement 60,200,000
PAK Punjab Irrigated Agriculture Sector Development 200,000,000
PAK FATA Rural Development Project 12,600,000
Balochistan Water Resources and Rural Infrastructure
Development (formerly Balochistan Rural Dev and Drought 85,000,000
PAK Mitigation)
PAK Bahawalpur Rural Development Project (Phase IlI) 9,000,000
SRI Secondary Towns and Rural Community-Based Water Supply 46,700,000
TOTAL RURAL WATER 486,831,000
URBAN WATER
MON Urban Development and Housing Project 28,200,000
Wuhan Wastewater and Stormwater Management (formerly
PRC Wuhan Wastewater and Stormworks Management) 100,000,000
PRC Guangxi Nanning Urban Environmental Upgrading (Guangxi 100,000,000
Nanning Urban Infrastructure Development)
PRC Nanjing Qinhuai River Environmental Improvement Project 100,000,000
VIE First Song Da - Hanoi Water Supply Project 1,000,000
VIE Central Region Small and Medium Towns Development 52,600,000
BAN Secondary Towns Water Supply and Sanitation 50,000,000
BHU Urban Infrastructure Development 17,220,000
IND Jammu and Kashmir Urban Sector Development 210,000,000
IND MFF-North Karnataka Urban Sector Investment Program 189,000,000
IND Calcutta Environmental Improvement Project (Supplementary 72,000,000
PAK Sindh Basic Urban Services 35,000,000
PAK TA Loan for Megacity Development 3,000,000
PAK Megacity Project | 107,500,000
SRI Jaffna Water Supply and Waste Water Management 50,000,000
PAK Private Participation in Infrastructure Sector Development 105,000,000
Program
INO Infrastructure Reform Program 90,000,000
Private Sector Participation Development Facility for Urban 4.080 000
INO Infrastructure (TA Loan) T
PHI Angat Water Utilization and Aqueduct Improvement 370,000,000
TOTAL URBAN WATER 1,684,600,000
BASIN WATER
PRC Hunan Flood Management Sector Project 200,000,000
PRC Guiyang Integrated Water Resources Management Project 150,000,000
PRC Shandong Hai River Basin Pollution Control 80,000,000
PAK Sindh Coastal and Inland Lakes Community Development 36,000,000
uUzB Rural Renewable Energy Development 30,000,000
PAK MFF-Renewable Energy Sector Development Investment. . 67,000,000
Program (formerly Renewable Energy Development Facility)
PRC MFF-Gansu Heihe Hydropower Development 22,000,000
IND MFF-Uttaranchal Power Sector Project 45,000,000
VIE Song Bung 4 Hydropower Project 180,000,000
TOTAL BASIN WATER 810,000,000
TOTAL BASIN w/o Hydropower 466,000,000
TOTAL ADB 2006 WATER PROJECTS 2,981,431,000
TOTAL ADB 2006 WATER PROJECTS (without Hydropow 2,637,431,000

Assumption pending further project information.
PPIS as of 7 July 2006
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2007 PIPELINE PROJECTS WITH WATER COMPONENT

Water Component Total

Country Project Name Us$
RURAL WATER
PAK Community Storage and Irrigated Agriculture Development 150,000,000
Sector Project
uzB Djizzak and Surkhandarya Rural Water Supply Sector Project 25,000,000
FlJ Rural and Outer Islands Development 15,000,000
IND SE;S(?A Integrated Irrigated Agriculture & Water Management 250,000,000
INO Rural Infrastructure Support Project Il 15,000,000
PHI Agrarian Reform Communities I 21,000,000
PHI Participatory Irrigation Management Sector 30,000,000
VIE Rural Infrastructure for Sustainable Livelihoods 40,000,000
INO Community and Local Government Support Il 25,000,000
TOTAL RURAL WATER 571,000,000
URBAN WATER
AZE Urban Water and Supply and Sanitation Il 50,000,000
PAK NWFP Devolved Social Services 30,000,000
PRC Hefei Urban Environment Improvement 150,000,000
PRC Jilin Urban Infrastructure Project 70,000,000
PRC Gansu Baiyin Urban Development 56,000,000
PRC Kunm?ng Qingshuihai Water Supply Project (formerly Yunnan 80,000,000
Kunming Municipal Water Supply)
INO infrastructure Reform Program || 210,000,000
TON Integr'ated Urpan D'evelopment (formerly Urban Sector 10,000,000
Planning/Basic Social Infrastructure)
BAN Dhaka Water Supply and Sanitation 180,000,000
BHU Urban Municipal Development Il 12,000,000
IND MFF-Rajasthan Urban Infrastructure Development Phase I 60,000,000
IND North East Region Urban Development (Phase II) 140,000,000
IND Uttaranchal Urban Development 105,000,000
Multitranche Financing Facility-North Eastern Region Capital
IND Cities Development Investment Program (formerly North 210,000,000
Eastern Region Urban Development (Phase 1))
SRI Greater Colombo Waste Water Management 50,000,000
SRI Secondary Town Water Supply 70,000,000
INO Metropolitan Sanitation Management and Health 70,000,000
KIR Outer Islands Growth Center - Kiritimati (Christmas) Island 2,000,000
TOTAL URBAN WATER 1,555,000,000
BASIN WATER
AFG Sec_ond Water Resources Management and Irrigated 40,000,000
Agriculture
TAJ Pianj River Flood Protection Works 22,000,000
Ecosystem Development and Environment Protection of
PRC . . 100,000,000
Baiyangdian Lake
PRC Shaanxi Qinling Mountain Integrated Ecosystem Management 10,500,000
PRC Ningxia Integrated Ecosystem and Agricultural Development 30,000,000
IND Ass_am Integrated Flood Control and River Erosion Mitigation 200,000,000
Project
CAM Tonle Sap Lowland Stabilization 6,000,000
INO Integrated Citarum Water Resources Management 100,000,000
AFG Hydrlopower and Transmission Project .(formerly Small to 110,000,000
Medium Hydropower Development Project)
Hydropower Development Project (formerly National
IND Hydroelectric Power Corporation Hydropower Development 400,000,000
Project)
INO Hydropower Development 100,000,000
VIE Song Bung 2 & 5 Hydropower Development 200,000,000
TOTAL BASIN 1,318,500,000
TOTAL BASIN w/o Hydropower 508,500,000
TOTAL ADB 2007 WATER PROJECTS 3,444,500,000

TOTAL ADB 2007 WATER PROJECTS (without Hydropower

2,634,500,000

Assumption pending further project information.

Annex 4
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2008 PIPELINE PROJECTS WITH WATER COMPONENT

Water Component Total
Country Project Name Uss$
RURAL WATER
AFG Irrigated Agricutlure Development Project i 50,000,000
KGZ Agricultural Land Improvement Project 1,500,000
Irrigated Agriculture & Water Resources Dev Project
PAK (formerly 2nd Punjab Irrigated Agric. Dev) 150,000,000
AZE Samur-Absheron Water Supply and Irrigation (First 50,000,000
Stage)
KGZ Community-Based Infrastructure Services Sector 20,000,000
Project Phase I
PRC Shanxi Integrated Agricultural Development in Valley 30,000,000
and Watershed Areas
BAN Command Area Development Project Il 12,000,000
NEP Decentralized Rural Infrastructure and Livelihood Il 9,000,000
NEP ﬁ:ommunity-based Water Supply and Sanitation Sector 30,000,000
CAM Wate Resources Management (Sector) Project 20,000,000
VIE Water Resources Management Sector 50,000,000
INO Community Water Services & Health 1l 80,000,000
TOTAL RURAL WATER 502,500,000
URBAN WATER
PAK Balochistan Resource Management Program |l 36,000,000
PAK Megacity Il 100,000,000
PRC Integrated Urban Development Project 45,000,000
PRC Xinjiang Municipql Infrastructure and Environmental 150,000,000
Improvement Project (formerly Urban Infrastructure I1)
PRC Integrated Environment Management Project 50,000,000
PRC Urban Infrastructure | 100,000,000
PRC Urban Infrastructure Il 100,000,000
IND Private Sector Infrastructure Facility Il 90,000,000
BAN Urban Governance and Infrastructure Improvement I 60,000,000
IND Support for the National Urban Renewal Mission 90,000,000
MLD Social Infrastructure for Regional Development 3,000,000
NEP Kathmandu Valley Water Distribution, Sewerage, and 30,000,000
Urban Development
INO Water Supply and Saniation Project 50,000,000
INO Urban Water Supply and Sanitation 100,000,000
INO Integrated Urban Development and Poverty Reduction 30,000,000
VIE New Urban Sector Development Pilot 30,000,000
TOTAL URBAN WATER 1,064,000,000
BASIN WATER
PRC Qingdap Water Resources Management and Wetland 60,000,000
Protection
PRC Water Resources Protection and Management 100,000,000
INO Flood Management in Selected River Basins (L1) 30,000,000
INO Integrated Citarum Water Resources Management (L2 100,000,000
PAK Renewable Energy Development Il 134,000,000
PRC Gansu Heihe Hydropower Development 28,000,000
PRC Renewable Energy 24,000,000
TOTAL BASIN WATER 476,000,000
TOTAL BASIN w/o Hydropower 290,000,000
TOTAL ADB 2008 WATER PROJECTS 2,042,500,000
TOTAL ADB 2008 WATER PROJECTS (without Hydi 1,856,500,000

Assumption pending further project information.
PPIS as of 7 July 2006
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2009-2010 PIPELINE PROJECTS WITH WATER COMPONENT

Water Component Total

Country Project Name Uss$
RURAL WATER
INO Rural Infrastructure Support 11l 15,000,000
VIE Development of Cua Dat Irrigation System 60,000,000
NEP Decentralized Community-Based Water 20,000,000
Management
KAZ Third Rural Water Supply and Sanitation Sector 50,000,000
TOTAL RURAL WATER 145,000,000
URBAN WATER
PAK Balochistan Basic Urban Services 35,000,000
PAK Punjab Secondary Towns Development 50,000,000
PAK Social Sector Development Punjab 30,000,000
INO Water Supply and Sanitation Project (WSSP) 20,000,000
TOTAL URBAN WATER 135,000,000
BASIN WATER
CAM Tonle Sap Watershed Management 15,000,000
CAM Flood Management and Mitigation 20,000,000
INO Flood Management in Selected River Basins (L2) 70,000,000
REG GMS-CAM: Flood Management and Mitigation 20,000,000
REG GMS-VIE: Flood Management and Mitigation 30,000,000
IND Himgchal Pradesh State Power Development 400,000,000
Project
TOTAL BASIN WATER 555,000,000
TOTAL BASIN w/o Hydropower 155,000,000
TOTAL ADB 2009-2010 WATER PROJECTS 835,000,000
TOTAL ADB 2009-2010 WATER PROJECTS (witt 435,000,000

Assumption pending further project information.
PPIS as of 7 July 2006, Discussion with Directors and Staff
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(3)

(Note: 2009-2010 figures are very tentative at this stage)

Rural

Urban

Basin (inc hydro)

Basin (ex hydro)

Total (inc hydro)

Total (ex hydro)

2006
2007
2008
2009-2010
Total

2006
2007
2008
2009-2010
Total

2006
2007
2008
2009-2010
Total

2006
2007
2008
2009-2010
Total

2006
2007
2008
2009-2010
Total

2006
2007
2008
2009-2010
Total

OCR
295,700,000
478,500,000
280,000,000

65,000,000
1,119,200,000

1,441,080,000
1,351,000,000
905,000,000
5,000,000
3,702,080,000

774,000,000
1,140,500,000
476,000,000
470,000,000
2,860,500,000

430,000,000
440,500,000
290,000,000
70,000,000
1,230,500,000

2,510,780,000
2,970,000,000
1,661,000,000

540,000,000
7,681,780,000

2,166,780,000
2,270,000,000
1,475,000,000

140,000,000
6,051,780,000

ADF
191,131,000
92,500,000
222,500,000
80,000,000
586,131,000

243,520,000
204,000,000
159,000,000
130,000,000
736,520,000

36,000,000
178,000,000
0
85,000,000
299,000,000

36,000,000
68,000,000
0
85,000,000
189,000,000

470,651,000
474,500,000
381,500,000
295,000,000
1,621,651,000

470,651,000
364,500,000
381,500,000
295,000,000
1,511,651,000

Annex 5

Split of OCR/ADF Finance for Water Investments, 2006-2010

TOTAL
486,831,000
571,000,000
502,500,000
145,000,000

1,705,331,000

1,684,600,000
1,555,000,000
1,064,000,000

135,000,000
4,438,600,000

810,000,000
1,318,500,000
476,000,000
555,000,000
3,159,500,000

466,000,000
508,500,000
290,000,000
155,000,000
1,419,500,000

2,981,431,000
3,444,500,000
2,042,500,000

835,000,000
9,303,431,000

2,637,431,000
2,634,500,000
1,856,500,000

435,000,000
7,563,431,000
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Annex 6

Annex 6: Summary of Water Investments Across Subsectors and Regions, 2006-2008
(based on July 2006 PPIS data)

Rural Water Urban Water Basin Water Total

1&D RWSS UWSsS UWWM WRM FM HP Eco
2006 CWRD 7e.4 G647 2505 36.0 a7.0 8236
EARD 282 300.0 2300 200.0 220 7a0.2
PARD 0.0
SARD 467 a16.2 720 4510 6799
SERD a17 .7 180.0 BI7 7
Total 3754 1114 1,312.6 372.0 266.0 200.0 344.0 0.0 2,9814
Rural Water Urban Water Basin Water Total

1&D RWSS UWss UWWM WRM FM HP Eco
2007 CWRD 150.0 250 o0 40.0 220 110.0 427.0
EARD 206.0 150.0 1405 4955
PARD 150 120 270
SARD 250.0 7ira a0.0 200.0 400.0 1677.0
SERD BE.0 B5.0 2100 700 106.0 300.0 8170
Total 466.0 105.0 1,285.0 270.0 146.0 222.0 810.0 1405 34445
Rural Water Urban Water Basin Water Total

1&D RWSS UWss UWWM WRM FM HP Eco
2008 CWRD 201.5 70.0 136.0 1234.0 2415
EARD 30.0 4450 160.0 520 BE7 .0
PARD 0.0
SARD 210 300 2730 3240
SERD 70.0 a0 2100 100.0 200 4400
Total 322.5 180.0 1,064.0 0.0 260.0 30.0 186.0 0.0 2,042.5
Rural Water Urban Water Basin Water Total

1&D RWSS UWss UWWM WRM FM HP Eco
2009-2010 CWRD 500 115.0 165.0
EARD 0.0
PARD 0.0
SARD 200 400.0 4200
SERD E0.0 15.0 200 15.0 140.0 2500
Total 60.0 85.0 135.0 0.0 15.0 140.0 400.0 0.0 835.0
Rural Water Urban Water Basin Water Total

1&D RWSS UWss UWWM WRM FM HP Eco
2006-2010 CWRD 7269 2097 a31.4 0o 76.0 220 3410 0o 19571
EARD 30.0 0o G792 450.0 390.0 200.0 74.0 1405 19637
PARD 0o 150 120 0o 0o 0o 0o 0o 270
SARD 2710 957 15662 122.0 0.0 200.0 8450 0o 31009
SERD 196.0 160.0 957 .7 700 221.0 170.0 480.0 0.0 22547
Total 1,223.9 481.4 3,796.6 642.0 687.0 592.0 1,740.0 1405 9,303.4
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Annex 7: DMCs ‘Off Target’ in Meeting Water Supply and Sanitation MDGs
ADF/OCRl Water Supply Sanitation
Eligibility” | Urban | Rural Urban | Rural
CENTRAL AND WEST ASIA
Afghanistan A oo oo oo oo
Azerbaijan B1 o o oo
Kazakhstan C o . .
Kyrgyz Republic A o . o
Pakistan B1 eos
Tajikistan A oo o oee
Turkmenistan C o . ees
Uzbekistan B2 . o .o
EAST ASIA
China B2 .o .o Y
Mongolia® A . oo . e
SOUTHEAST ASIA
Cambodia A . oo . oo
Lao PDR A . oo . oo
Indonesia B2 . o o
Malaysia C
Philippines C . an
Thailand C .
Viet Nam B1 o eos
SOUTH ASIA
Bangladesh B1 . . o
Bhutan® A o - -
India B2 aa eee
Maldives A . eoe
Myanmar® A
Nepal A o eos
Sri Lanka B1
PACIFIC
Cook Islands® B1 . [
Fiji C no data
Kiribati A .
Marshall Islands B1 . o
Micronesia B1 o
Nauru B2° no data
Papua New Guinea B2 . ooe o coe
Samoa A .
Solomon Islands A o
Timor-Leste’ A . o o vee
Tonga B1

! Eligibility as OM section A1/OP dated 23 December 2004. Group A — ADF only; Group B1 — ADF with limited OCR;
Group B2 — OCR with limited ADF; Group C — OCR only.

% See also UNDP report at http://mirror.undp.org/mongolia/publicationss/NMDGR_Mongolia_eng_Goal7.pdf

3 According to UNDP Bhutan, the MDG drinking water goal has been achieved citing a starting point of 45% in 1990
and 78% achievement in 2000, see http://www.undp.org.bt/mdg/mgoal seven.htm Bhutan aims to use grant
financing for rural development.

4 Currently no access to ADF.

® Limited OCR eligibility currently.

6 Currently no access to ADF.

" ADB PPAR TIM81890 Evaluation Report on Water Supply and Sanitation Rehabilitation Projects in Timor-Leste
recommends that future ADB assistance should focus on urban systems and strengthening of WSS rather than the
rural sector where bilateral and other agencies are active. See http://www.adb.org/Documents/PPARs/TIM/ppa-

tim-81890.pdf

Annex 7
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Annex 7

ADF/OCR Water Supply Sanitation
Eligibility Urban Rural Urban Rural
Tuvalu A
Vanuatu A . oo . oo

Key: - Countries marked where progress in meeting MDG target is less than half and 2002 service
delivery is in following ranges: es¢ <=50% ; ** 51%-75%; * 76%-90%
- Marginal cases, progress just over half of MDG target are marked =
- Country not included if 2002 service delivery exceeds 90%

Note: Priority areas are based on interim progress report of WHO/UNICEF for period 1990-2002.
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Annex 8

ADB Pipeline in Respect of DMCs ‘Off-Target’ for MDGs, 2006-2010

Rural Water

Urban Water

Water Supply

Sanitation

Water Supply

Sanitation

‘OFF-target’ countries where ADB has investment pipeline

CWRD | Azerbaijan (B1) Azerbaijan (B1) Azerbaijan (B1) Azerbaijan (B1)
Kazakhstan (C) Kazakhstan (C)
Kyrgyz Republic (A) Kyrgyz Republic (A)
Uzbekistan (B2)
EARD Mongolia (A) China, PR (B2)
Mongolia (A)
SARD Nepal (A) Bangladesh (B1) Bangladesh (B1)
Bhutan (A)
Nepal (A)
SERD Indonesia (B2) Indonesia (B2) Indonesia (B2) Indonesia (B2)
PARD

‘OFF-target’ countries where ADB does not have an investment pipeline

CWRD | Afghanistan (A) Afghanistan (A) Afghanistan (A) Afghanistan (A)
Turkmenistan (C) Pakistan (B1) Kazakhstan (C)
Turkmenistan (C) Kyrgyz Republic (A)
Uzbekistan (B2) Tajikistan (A)
Turkmenistan (C)
Uzbekistan (B2)
EARD | China, PR (B2) China, PR (B2)
Mongolia (A) Mongolia (A)
SARD Bangladesh (B1) Bangladesh (B1)
Bhutan (A) Bhutan (A)
Maldives (A) India (B2)
Maldives (A)
Nepal (A)
SERD | Cambodia (A) Cambodia (A) Cambodia (A) Cambodia (A)
Lao PDR (A) Lao PDR (A) Lao PDR (A) Lao PDR (A)
Thailand (C) Viet Nam (B1)
Philippines (C)
Viet Nam (B1)
PARD Cook Islands (B1) Marshall Islands (B1) Kiribati (A) Kiribati (A)

Papua New Guinea (B2)
Samoa (A)

Solomon Islands (A)
Timor Leste (A)
Vanuatu (A)

Micronesia (B1)

Papua New Guinea (B2)
Solomon Islands (B2)
Timor Leste (A)
Vanuatu (A)

Marshall Islands (B1)
Papua New Guinea (B2)
Timor Leste (A)
Vanuatu (A)

Micronesia (B1)

Papua New Guinea (B2)
Timor Leste (A)
Vanuatu (A)

‘ON-target’ countries where ADB has

investment pipeline

CWRD Azerbaijan (B1) Pakistan (B1)
Pakistan (B1)
EARD China, PR (B2)
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Rural Water Urban Water
Water Supply | Sanitation Water Supply Sanitation
SARD | Nepal (A) Sri Lanka (B1) Bhutan (A) India (B2)
Sri Lanka (B1) India (B2) Maldives (A)

Maldives (A) Sri Lanka (B1)
Nepal (A)
Sri Lanka (B1)

SERD Viet Nam (B1) Viet Nam (B1)

PARD Tonga (B1) Tonga (B1)

Note:

- Fiji and Nauru excluded from this analysis as no MDG status data available.

- Based on preliminary analysis of PPIS data—August 2006.

- Eligibility classes for concessional lending (A)—ADF only; (B1) ADF+OCR: (B2) OCR+ADF; (C) OCR only.
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Annex 9

Annex 9: Water Financing Program, 2006-2010
PROPOSED INVESTMENT AND DELIVERY

ADB’s Programmed Water Investments 2006-2008 in $ billion

Public sector PSOD
(as of Aug 05 PPIS) estimate
Subsector OCR ADF Total
Rural water 099 036 1.34 -
Urban water 2.74 061 3.35 0.90*
Basin water 1.08 0.22 1.30 -
(incl. hydro 146  0.33 1.79 0.40**)
Total water lending
(excl. hydro) 4.80 1.19 6.00 0.90
(incl. Hydro) 5.18 1.30 6.48 1.30

estimated at approx 25% of public sector urban water lending.

5 projects x $75 million each (ceiling).

Hydropower projects are integrally linked with water resources management, but to avoid double
counting with energy sector the hydropower figures are reported separately from WFP targets.

Additional Funding under WFP 2006-2010

Propose doubling current OCR projections over a five-year horizon—additional $4.8
billion.

Plus potential internal reorientation of ADF to rural water supply and sanitation from
other subsectors (need to identify potential transfer from say irrigation and drainage in
countries where MDG goals are off-target).

Five-year Projected Investment under WFP 2006-2010

Total

ADB: $12 b
Deliver planned program public and private program over 5 years 6.9
Additional water lending generated by WFP 4.8

Partners: $8b
Government cofinancing 4.0
PSOD-leveraged private cofinancing 2.0
ODA cofinancing 2.0

Total $20 b
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Annex 10

Annex 10: ADB’s Water Financing and Support Products

Dialogue between ADB and its partners will be fundamental to the success of the Water
Financing Program. It will need to be supported by informative and concise information
materials that lay out the new products, modalities and support that ADB can offer, including the
IEl initiatives. The intention here is to develop an attractive information kit focusing on ‘Water for
All—the next 5 years’. The style could be similar to that used in the information kit prepared on

ADB’s private sector operations. Aspects to feature include:

Range of Clients
National and State Governments

Subsovereign or nonsovereign public entity (e.g., municipality, utility, state-

owned enterprise)
Commercial bank / Financial intermediary
Project developer / private company

Type of investment

Public sector
Program lending
Sector lending
Project lending

Private Sector
Equity investments (direct and indirect)
Private sector loans
Partial credit guarantee
Political risk insurance
Proposed grant / guarantee facility (OCO)
Mezzanine finance (hybrid of debt and equity)

New financing opportunities
Multitranche financing
Local currency financing—increase in eligibility criteria

Sources of capital
ADF/OCR and blends
OCR/grant blending
Cofinancing (MDBs, bilaterals, export credit, commercial banks)

Benefits from ADB involvement
Long-term partnerships
More than just finance (package of policy, technical and institutional support)
Risk mitigation—financial, economic, social, environmental
Leverage for cofinancing and private sector involvement

Support and technical assistance
Targeting to expand water services to poor communities
Sector analysis and strategy development
Supporting enabling environment for water investments—public and private
Project preparation and monitoring facility for public sector water project
Pilot demonstration activities
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Water knowledge fund to finance knowledge, awareness, innovation, and
capacity development services
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