
Third Small Towns Water Supply and Sanitation Sector Project (RRP 35173) 
 

GRANT COMPONENT OF LOAN - PILOTING INNOVATIVE SEPTAGE MANAGEMENT IN 

SMALL TOWNS 

I.  Rationale 

1. In the last ten years the Government of Nepal has successfully reduced open defecation 
from more than 60 percent to 38 percent by building household toilets.1 Nationally in 2011, the 
proportion using an improved sanitation facility2 was 62% (91% urban; 55% rural).3 In small 
towns, according to Water Aid estimates in 2010, only 5% of the population had access to piped 
water supply, and sanitation coverage in these towns was 36%.4 The socio-economic baseline 
survey of the sample towns5  for the proposed Third Small Towns Water Supply and Sanitation 
Sector Project conducted by the ADB supported project preparatory technical assistance (the 
PPTA)6 found that access to toilets varies from 75% in Chandrauta, 68% in Mahendranagar, 
and 88% in Charali. The PPTA baseline survey also showed that more than 80 percent of the 
toilets in the sample towns are connected to septic tanks. The responsibility for emptying the 
tanks is retained with the household owners, which occurs only when the tanks are blocked and 
overflowing. Septic sludge, when collected, is dumped randomly, mainly in to nearby rivers.  
Supernatant and overflowing septic tank sludge generally flows in to nearby waterways through 
open ditches. Unfortunately, there is no regulatory standard or guidance for septic sludge 
disposal and thus no method for regulating proper disposal. As a result, there may be ground 
and surface water pollution resulting from septic tank waste. 
 
2. With the improvement of water supply brought by the proposed project, it is expected 
that the water consumption will increase that will also increase the wastewater discharged. 
Therefore, there is a need to find affordable and sustainable approaches to ameliorate the 
potential pollution load to the waterways.  Implementing a sustainable approach also requires 
strengthening of the regulatory and institutional framework; training and education; business 
plan development and implementation; technical and financial analysis of solutions and 
sustainable service delivery, operations and maintenance. 
 
3. Funding support is being sought from the Sanitation Financing Partnership Trust Fund 
under the Water Financing Partnership Facility (WFPF) for a grant component of the project to 
finance the institutional and technical improvements needed - and pilot testing of sanitation 
innovations in four small towns: Kakadvitta, Chandrautta, Charali and Mahendranagar (the pilot 
towns).  The pilot testing is aimed at demonstrating the feasibility of sanitation options, ensuring 
optimal operation of septic tanks and treatment of septic sludge. The results are intended to 
facilitate demand for septage management, thus allowing replication in other towns.  
Technology for final disposal of septage may vary from town to town, depending on the status of 
other sanitation facilities.  
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4. The assessment and pilot testing will also look into regulatory and institutional 
arrangements, particularly for operation and maintenance, as well as policies and procedures 
that may be required to ensure sustainability of the service.  
 
5. Consultants will be engaged - one international consultant and 4 national consultants on 
individual basis under ADB’s ICS procedures to provide support to the Government, the local 
bodies and Water Users Associations (WUAs) in implementing all outputs under the grant 
component outlined below.  
 
II. Outputs  

6. The proposed grant component of loan will comprise three components as follows: 

 
A. Component 1:  Strengthening of regulatory and institutional arrangements 

for septage management and the required capacity building support 

7. Local bodies, including municipalities and village development committees (VDCs), are 
responsible for providing sanitation services. At the moment municipalities are generally 
responsible for emptying the septic tanks for a fee and its use is voluntary. In the sample towns, 
households call upon the services of informal private sector groups to empty their septic tanks. 
If the small town is a VDCor a municipality that doesn’t have the capacity to manage the 
sanitation services, it generally outsources the services, either formally or informally, to the 
Water Users and Sanitation Committees (WUSCs)7 and the private sector septage collectors. 
There is a need to institutionalize this informal arrangement that is currently being practiced - of 
outsourcing the septage and wastewater management responsibilities to the WUSCs or private 
sector. Therefore this output will assist the government in studying if the  existing arrangement 
is working in the towns, in terms of its long-term sustainability and service delivery, and 
recommend alternatives if not, and assist the government in formally institutionalizing the same 
with clear roles and responsibilities outlined for all stakeholders. Similarly, there is a need to 
ensure that adequate capacity exists in WUSCs and local bodies to operate the systems and 
equally important to ensure that the local bodies and government institutions have the resources 
and institutional framework to regulate these entities and the private sector to sustainably 
operate the systems. The WUSCs and local bodies will need to develop capacity within their 
organization and strengthen a separate unit, the sanitation committee(SC), responsible for 
management of sewage and septic systems in the towns, including technical, financial and 
environmental aspects, or contract the services out to an able operator.   
 
8. With assistance from the consultants, the sanitation committee will recommend a septic 

tank management policy that is acceptable to the stakeholders, implementable and sustainable. 

The consultants will help the government and the WUSCs and the local bodies by: 

(i) Reviewing existing regulatory and institutional framework and preparing 
recommendations for strengthening the same for sustainable septage 
management that can be applicable to all small towns;  

(ii) Preparing standard design of septic tanks to be included in newly built house and 
or institutions. The government and local bodies will, upon review and 
acceptance, include it as part of the documents to be included in the house 
planning permits to be issued by the appropriate land revenue office; 
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(iii) Preparing life cycle cost for septage management on the basis of four pilot 
subprojects; 

(iv) Developing a capacity development plan, after conducting capacity needs 
assessment of all stakeholders involved, including that of regulators. The 
Sanitation committees formed within the WUSCs or local bodies will require 
adequate equipment, and properly trained staff in sufficient numbers and caliber;   

(v) Developing a training program and implementation plan based on the above; 
(vi) Assisting the WUSCs or local bodies or private operators in implementing the 

same for the first 3 years, including setting  of the management system for septic 
tanks status and monitoring of servicing, an instruction manual for systems and 
operational staff including septage collectors and drivers, among others; and 

(vii) Carrying out training of the WUSC or local bodies or private operators’ staff. 
 

9. The government, jointly with the local bodies and WUSCs, would ensure continuous 
training of staff in knowledge and use of various manuals and compliance with procedures. 
 

B. Component 2: Feasibility study, design, construction and operation of 
septage treatment facilities  

10. This component will involve (i) development of business models and  design and bidding 
documents for, as needed; (ii) construction of collection and transport of septic sludge and 
septic sludge holding and treatment facilities; and (iii) 3 years’ operation of the systems. These 
will be implemented in the pilot towns – Kadvitta, Chandrauta, Charali and Mahendranagar.  
 
11. The following activities will be carried out: 

(i) Determining the quality and quantity of sludge for each of the pilot towns.  This 
will require a survey to collect data on the number of septic tanks, size and 
sludge volume.  Sampling of several representative septic tanks will be carried 
out to determine the sludge quality, effluent quality and working conditions of the 
septic tanks.  The sample survey and data will be used to estimate the totals for 
each town. 

(ii) Reviewing and recommending the best solution for septage collection and 
treatment. This will be carried out after conducting options assessment and 
review of various aspects such as land availability, suitability, life cycle cost long-
term operations and maintenance (O&M), implications and suitability of the 
sludge drying beds; and roles and responsibilities of the local bodies or WUSCs 
or private operators in the same. 

(iii) Preparing the detailed design of the septic sludge treatment in the pilot towns. 
The consultants will help design the plan and the cost and benefit of composting, 
the availability and cost(s) of bulking agent(s) and other appropriate technology 
alternatives for waste treatment. Compost based fertilizer is preferred and if 
selected will need institutional assistance (Component 3). In the most towns, 
appropriate and low maintenance technology, such as a sludge drying bed, is 
preferred with semi-dry solids being applied to government or community land 
such as forests.  

(iv) Recommending the business models, and preparing tender documents or 
operational terms of reference for the preferred technology alternatives for both 
collection and treatment system.  

(v) After acceptance by the government and local bodies or the WUSCs, preparing a 
business plan for the preferred business model. The business plan will outline 
roles and responsibilities for all stakeholders – local bodies, WUSCs, private 
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operators; and implementation plan for the project life (20 years) for collection 
and treatment services, and billing and cost recovery.  

(vi) Monitoring construction and commissioning. 
(vii) Providing resources required for first 2 years’ operations including intensive 

3months’ handover induction to the final operators. and  
(viii) After 2-years’ operation, developing a standard septic sludge technical design 

and sustainable operation for dissemination in the project. 
 

C. Component 3: Regulation of the service providers, ongoing training and 
public awareness campaign 

12. Treatment of septage will start after completion of the sludge treatment area in the pilot 
towns.  The government will ensure that all systems, programs, procedures and equipment 
would be operational, and staff adequately trained.  Under this component, the consultants will 
help the concerned local bodies or the WUSCs or the private operators to: 

(i) provide technical assistance and training of septage operators to improve current 
practices in hauling septage;  

(ii) provide guidelines for analyzing septage sludge and effluent quality;  
(iii) evaluate the first two-years’ operations;  
(iv) organize knowledge dissemination workshops for watershed agencies based on 

the results of the experiment;  
(v) carry out social awareness campaign to help local people better understand the 

septic tanks and the management; 
(vi) develop the oversight program from Component 1 by assisting the government in 

operationalize a regulatory framework, guidelines, authority, capacity and on 
monitoring the servicing of septic tanks, outputs and performance of each 
treatment facility, including quantitative and qualitative parameters necessary for 
environmental and cost-benefit analyses and overall evaluation of contract 
performance; and 

(vii) Conduct ongoing public relations and public education using specialized on-
going consultation to ensure sustainability.  The consultants will prepare, as part 
of the business plan, and assist with a long-term strategy for ongoing public 
relations and public education during its engagement period and induct the 
stakeholders to carry it forward. 

 
III. Sustainability (including financial sustainability) 

13. The government is committed to and has a plan for comprehensive improvement of the 
urban water services and sanitation, including sewage management. The project and its 
objectives are fully consistent with the overall development plans of the country’s overall sector 
strategy and its 15 Year Development Plan for Water and Sanitation in Small Towns. Similarly, 
the local bodies and WUSCs consulted are strongly committed to the project and confident that 
the investment will improve environmental conditions and quality of life in these towns. 
 
14. Financial sustainability of the grant component is critical to the overall project success. 
Therefore, the local bodies or the WUSCs will need to include the costs required to operate and 
maintain the system in the water tariff of the component and of all wastewater activities. The 
local bodies or the WUSCs or the private operators will need well-qualified technical staff to 
ensure successful and timely implementation of the component, and adequate and efficient 
operation of the facilities. During that period, the local bodies will work out a long-term 
sustainable plan, with the help of the consultants. The WUSCs or local bodies will have a 
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management agreement with the government for operation and maintenance of the water 
supply and sanitation systems in their towns which will include a specific provision on the 
performance standards and cost recovery of the sanitation component, including the septage 
management for the particular town. Further, infrastructure will be established only after the 
approval and adoption of a sustainable business plan for the particular town. Business plan will 
also include tariff collection mechanism for collection and treatment of sludge. The system will 
be designed by considering a value chain where sludge will convert into resources, which will be 
the basis for sustainability of the project. Further, there will be partial support from WFPF for the 
first two years of operation. 
 
IV. Replicability 

15. The proposed WFPF-supported activities have significant potential for replicability in 
other towns covered by the project, previous ADB-supported projects and future projects in 
small towns. With up to 26 towns proposed under the project (project towns), and the earlier 
supported 50 towns, all of which need sewage and septage management, successful 
experience from the pilot towns can be easily replicated.  The investments in 10 additional 
towns are proposed to be financed by the project. Once the results of the pilot are accepted, the 
government will prepare a plan for replicating and financing plan for the rest, with support of the 
project consultants. 
 
16. The septage investment also has significant potential of replicability in Nepal as well as 
throughout South Asia. The successful experience would provide for sharing knowledge, skills 
and best practices.   
 
V. Stakeholder Involvement/Intended Beneficiaries 

17. There are multiple beneficiaries for the WFPF activities such as: i) central and local 
governments, including multiple government agencies responsible for environmental protection 
and land management;  (ii) households of the septic tanks; iii) WUSCs and private operators; iv) 
environmentalists and people who are interested to maintain a good environment; v) citizens 
who wish to enjoy a clean and healthy environment; vi) other cities in the loan project, which 
would apply lessons learned; and vii) all stakeholders in the tourism industry (hoteliers, tourists). 
 
18. During the preparation of the components, there would be consultations with all of these 
key stakeholder groups, and an effort made to reach consensus on appropriate design of the 
systems. The results of the consultations would be recorded and analyzed, and a stakeholder 
plan produced as a specific activity. 
 
VI.  Financing Plan  

19. Total WFPF fund application will be US$1.3million including US$1,100,000 on civil works 
and equipment8 and US$200,000 for consulting service..  
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Table 1 Cost Estimate 

A. Infrastructure  US $ 

1.1 Septage composting or treatment facility, including 

necessary collection, transportation and O&M equipment, 

in Kakadvitta (5000 households) 

320,000 

1.2 Septage drying facility in Mahendranagar, including 

necessary collection, transportation and O&M equipment, 

(5000 hh) 

300,000 

1.3 Septage drying facility in Chandrautta, including necessary 

collection, transportation and O&M equipment,  (3000 hh) 

170,000 

1.4 Septage drying facility in Charali, including necessary 

collection, transportation and O&M equipment, (2500 hh) 

170,000 

O&M  

3.1 First two year’s O&M support 54,000 

Contingencies  

4.1 Physical 40,000 

4.2 Price 20,000 

 Subtotal on Civil Works and Equipment , including 

O&M and Contingencies 

1,100,000 

   

B. Consultants  

2.1 Septage Management Specialist (International- Individual) 

- 3 pm  

51,000 

2.2 Septage Management Specialist (national) - 8 pm  25,000 

2.3 Institutional development and capacity building  Specialist 

(national) - 8 pm  

20,000 

2.4 Junior Sanitation Engineer*2-  30 pm    42,000 

2.5 Social awareness campaign specialist(national)*2 – 14 pm   21,000 

2.6 Travel, training, communication and reporting 41,000 

 Subtotal  200,000 

 Total Investment   1,300,000 

 


