
Naryn Rural Water Supply and Sanitation Development Program (RRP KGZ 52256) 

PROGRAM EXPENDITURE AND FINANCING ASSESSMENT 

1. The program expenditure and financing assessment carried out by the Asian Development 
Bank (ADB) reviews the efficiency, effectiveness, adequacy, and sustainability of the results-
based lending (RBL) program’s expenditure framework and financing. This is to ensure that the 
RBL program is adequately budgeted for and that required financing will be provided and 
efficiently utilized. 
 
A. Expenditure Framework 
 
2. An expenditure framework is used to make the RBL program operational and ensure that 
priorities and costs are realistic. The program expenditures and financing should form part of the 
government’s budget and be well-defined, i.e., it should (i) be aligned with the RBL program 
boundary, (ii) be comprehensive and realistic in the revenues and proposed spending coverage, 
(iii) be clearly defined in the government’s budget classification system, (iv) include information 
on key expenditure composition (e.g., economic composition and activities), and (v) be easy to 
distinguish from the expenditure framework of the government’s overall program to enable 
financial reporting of the RBL program required by ADB.1 The due diligence assesses the 
effectiveness, efficiency and economy, and adequacy of the expenditure framework. 
 
3. The government in 2016 approved the Strategy for Development of Water Supply and 
Sewerage Systems in Settlements (SDWSSSS), 2016–2026 of the Kyrgyz Republic (developed 
with support from ADB and the World Bank). The SDWSSSS program provides a programmatic 
approach for and guidance to subsector development by outlining key areas and activities in 
developing rural water supply services and rural sanitation as well as measures for conducting 
analysis and monitoring. The SDWSSSS program envisaged rehabilitation and construction of 
water supply systems in 425 villages and sewerage systems in 27 raion (district) centers in the 
10-year period until 2026. The expenditure estimates included in the SDWSSSS program were 
based on low unit costs that were applied at the village level, and the resulting figures (totaling 
$185 million) were thus highly tentative. The costing also did not, in terms of funds availability, 
consider ongoing and planned projects financed from external sources. Hence, the SDWSSSS 
program did not provide a forward-looking expenditure policy proposal for the government to use 
in aligning required sector funding with its medium-term budget planning, and linking this to 
subsequent annual budget allocations. However, from the SDWSSSS program it does follow that 
the state budget would not be sufficient for the capital investments required in the subsector, and 
hence it was clear that external financing would be needed. The resolution approving the 
SDWSSSS program included an implementation action plan with ongoing and planned projects 
amounting to $420.6 million with financing from the state budget (6.4%) and from external sources 
(93.6%).2  
 
4. Rehabilitation and construction of water supply and sewerage systems is a priority area 
of the government’s annual budget (which covers the subsequent 2 years on a rolling basis and 
thus has a medium-term perspective). The annual budget allocations for rural water supply and 
sanitation during 2018–2020 averaged $63 million, which mainly comprises (i) external financing 
(90%) through loans and grants for projects implemented by the State Agency for Water 
Resources and the Community Development and Investment Agency (ARIS), government 
                                                
1 ADB. 2018. Supplementary Staff Guidance for Piloting Results-Based Lending for Programs. Manila, p. 34. 
2 Government of the Kyrgyz Republic. 2016. Resolution No. 155. Bishkek (26 March). In addition to capital 

investments, the implementation action plan also included priority activities related to sector governance and state 
regulation, financial sustainability, and sector transparency and accountability. 

 

http://www.adb.org/Documents/RRPs/?id=52256-001-3


2 

counterpart funding (5%; about $3 million per year), and the government’s national SWDSSSS 
program (5%; about $3 million per year).3 The government’s national SWDSSSS program has 
been implemented since 2016 by the State Agency for Architecture, Construction, Housing, and 
Public Utilities’ Civil Housing Department and includes projects in 89 villages across the country, 
including five villages in Naryn. 
 
5. The RBL program expenditure framework has been prepared based on the total available 
financing of $32.9 million, which consists of $27.4 million from ADB and $5.5 million of government 
counterpart funding. The limited size of the counterpart funding is a reflection of the government’s 
restricted fiscal space (para. 3). 
 
6. ADB and ARIS have agreed on a program approach by which (i) water supply 
infrastructure and distribution networks are established in a number of villages in Naryn with 
estimated coverage of up to 64,000 people by 2026, and (ii) non-networked household sanitation 
systems are piloted in selected locations.4 The water supply systems will be street-level 
(communal standpipes) and not household connections, except for social facilities in the areas of 
health and education. Also, some institutional strengthening activities in the form of capacity 
building related to procurement, financial management, and water supplies and utilities services 
entity management are planned. 
 
7. The RBL program expenditure framework is based on estimates of the unit costs for water 
supply and sanitation systems as applied by ARIS in similar externally financed projects. For water 
supply systems, this covers water sources (boreholes), disinfection, main transportation, storage 
facilities, networks, and connections (standpipes as well as customer connections for social 
facilities). For sanitation systems, the planned activities comprise piloting of individual household 
sanitation as well as sanitation for social facilities. The expenditure framework covers civil works, 
equipment and goods, consulting services, and program management and capacity building 
related to institutional strengthening. 
 

Table 1: Summary Expenditure Framework, 2020–2026 
($ million) 

 
Item 

Amount 
($ million) 

Share of Total  
(%) 

1. Constructiona 26.395 80.2 
2.  Contingency 2.089 6.4 
3. Equipment and goods 0.458 1.4 
4. Consulting services 1.528 4.6 
5. Program management and institutional 

strengthening 
1.695 5.2 

6. Interest during construction 0.734 2.2 
 Total 32.900 100.0 

Note: Numbers may not sum precisely because of rounding. 
a Includes $0.5 million for operation and maintenance in water services and utilities services entities 
during implementation. 
Source: Asian Development Bank. 

 
8. Total program costs are $32.900 million, including $26.395 million for construction 
(80.2%); $2.089 million for contingencies, including price contingencies (6.4%); $1.695 million for 
program management and institutional strengthening activities (5.2%); $1.528 million for 
consulting services for design and supervision (4.6%); $0.458 million for equipment and goods 

                                                
3 The annual budget allocation to the Department of Drinking Water Supply and Sewerage Development for recurrent 

spending is about $200,000. 
4 The specific villages to be covered by the program will be identified during the civil works design phase. 
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(1.4%); and $0.734 million for interest during construction (2.2%) (Table 1). Total cost allocations, 
which provide for the full implementation of the RBL program, vary per year and range from 0.5% 
in 2026 to 36.5% in 2023. 
 
9. ADB has reviewed the unit cost calculations provided by ARIS, and the overall amount is 
based on detailed calculations of standard design requirements as prepared for similar externally 
financed projects (e.g., the World Bank).5 The risk of increases in input prices during the 
implementation period is deemed low given that contracts for civil works and consulting services 
will be for a period not exceeding 18 months. On the basis of the review undertaken, ADB 
considers the expenditures to be realistic and adequate in terms of prioritization and coverage.6 
 
10. The main components of the RBL program expenditure framework with regard to funding 
sources (ADB and the government), which have a similar share across all components, are shown 
in Table 2. 
 

Table 2: Estimated Total Costs for the Naryn Rural Water Supply and Sanitation 
Development Program, 2020–2026 

($ million) 

 
 
 
 
Item 

 
 

ADB 
 

Government of the 
Kyrgyz Republic 

 
 
 

Total 

 
Amount 

Share 
(%) 

 
 

Amount 
Share 

(%) 
 

 
Amount 

Share 
(%) 

1. Constructiona 21,906,212 83.0  4,488,730 17.0  26,394,942 80.2 

2. Contingency 1,701,104 81.4  388,390 18.6  2,089,494 6.4 

3. Equipment and goods 380,000 82.9  78,380 17.1  458,380 1.4 

4. Consulting services 1,273,300 83.3  254,660 16.7  1,527,960 4.6 

5. Program management and 
institutional strengthening 

1,404,966 82.9  289,840 17.1  1,694,806 5.2 

6. Interest during construction 734,418 100.0  
 

  734,418 2.2 

     Total 27,400,000 100.0  5,500,000 100.0  32.900,000 100.0 

     Share (%) 83.3   16.7   100.0  

ADB = Asian Development Bank. 
Note: Numbers may not sum precisely because of rounding. 
a Includes $0.5 million for operation and maintenance in water services and utilities services entities during 
implementation. 
Source: ADB. 

 
11. ADB’s share of the estimated project costs is $27.4 million (83.3%) and that of the 
Government of the Kyrgyz Republic is $5.5 million (16.7%). 
 
12. The ADB program processing team present the following specific observations made 
regarding the expenditure framework for the RBL program: 

(i) Effectiveness. The RBL program aims to provide access to safe water supply and 
improved sanitation in rural communities. This directly addresses, and hence is based 
on, the challenges described in the government’s SDWSSSS program regarding the 

                                                
5 World Bank. 2017. Sustainable Rural Water Supply and Sanitation Development Project (Additional Financing). 

Washington, DC. 
6  ADB. 2018. Technical Assistance to the Kyrgyz Republic for Preparing the Naryn Rural Water Supply and Sanitation 

Development Program. Manila. 
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existing rural water supply and sanitation systems, which are in most cases dilapidated 
or even nonexistent.7 This has several detrimental effects, including increased 
incidence of waterborne diseases as well as welfare losses at the household level 
because of time spent collecting and treating water.8 Given the present state of existing 
assets, the only meaningful manner in which to improve rural water supply and 
sanitation in Naryn is through rehabilitation and construction, which therefore accounts 
for the major share of the planned expenditures. Furthermore, because of the limited 
financial resources available overall, the water supply system will be street-level rather 
than with household connections (except for social facilities), while for sanitation an 
individual or semi-individual system will be piloted for selected households and social 
facilities. This approach will help support access safe drinking water for a larger part 
of the population, which will increase the overall effectiveness of the RBL program.9 
Also, the expenditure framework has been prepared using unit cost calculations that 
are based on a standard design and take into account the experience gathered by 
ARIS implementing similar projects for other development partners. The calculated 
expenditures match the planned activities, and will thus help to achieve the expected 
program results. 

(ii) Efficiency and economy. The program expenditure framework is based on detailed 
cost estimates of the planned activities for setting up water supply and sanitation 
systems in villages. The unit costs applied have been derived by ARIS from similar 
ongoing projects externally financed, and the calculations have been vetted by ADB 
in consultation with ARIS and systematic assessments of the items covered by each 
component for which unit costs have been applied (footnote 8).10 Also, in order to help 
ensure that quality aspects and cost-effectiveness considerations are taken into 
account in a balanced and context-appropriate manner, the national norms and 
standards prescribed by the government for water supply systems are being applied 
in all relevant areas. Furthermore, the specific subprojects to be implemented in 
villages in Naryn will only be finally selected once detailed feasibility studies and 
design estimates for construction and rehabilitation of water supply and sanitation 
systems have been prepared by sector experts (design consultants), thus ensuring 
that the activities to be financed under the program are based on specific local 
requirements and conditions. Alternative ways of undertaking the planned program 
activities (e.g., using the public–private partnership model) is not deemed relevant, 
since it will not be realistic to base the financial sustainability of rural water supply 
services and sanitation systems in the short to medium term on full cost recovery given 
the socioeconomic conditions in the Kyrgyz Republic. 

(iii) Adequacy. The expenditures planned for implementing the RBL program are deemed 
sufficient. This is ensured by the flexibility that is built into the program by the fact that 
selection of the specific subprojects to be implemented is decided only once detailed 
feasibility studies and design estimates for construction and rehabilitation have been 

                                                
7 As of February 2016, out of 1,805 villages in the Kyrgyz Republic, 15% had water supply system built before 1960 and 33% 

water supply system built before 1990, while 22% had no water supply system at all. Furthermore, only 21% of the 
population has access to centralized sewerage system. 

8 The SDWSSSS estimates the annual economic cost of waterborne diseases at $68.5 million due to acute enteric infections, 
and it is mentioned that up to 79% of children in some rural areas are infected with parasitic infections. 

9 The government had initially proposed that the water supply system include household connections, but this would have 
reduced the number of villages (and hence the population coverage) by about 50%. 

10 For example, the component ‘source’ consists of a borehole with a total of eight items: (1) drilling of the borehole; (2) casing 
installation; (3) construction of the borehole head; (4) supply and installation of a submersible pump; (5) supply and 
installation of all components for electrical connections; (6) building of construction to shelter the installation; (7) supply and 
installation of metering system with transfer of information; and (8) construction of a protection fence. 
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prepared. This means that those subprojects can be selected that will help to achieve 
the agreed disbursement-linked indicator (DLI) targets.11 The allocation of financial 
resources over time (Table 1) and across components (Table 2) is calculated to match 
the expenditure requirements for preparing feasibility studies and design estimates, 
undertaking construction and rehabilitation of water supply and sanitation systems, 
and undertake program management and capacity building activities. ARIS, in its role 
as the implementing agency, is assessed to have adequate implementation capacity, 
and problems with absorption of funds are thus considered unlikely. 

 
B. Financing Plan 
 
13. The financing plan is assessed to establish its adequacy and sustainability for the RBL 
program, including whether the results can be achieved within the program’s resource envelope 
as well as whether the financing is predictable and sustainable. 
 
14. The program financing plan for 2020–2026 is shown in Table 3. 
 

Table 3: Financing Plan for the Naryn Rural Water Supply and Sanitation Development 
Program, 2020–2026 

Source Amount ($ million) Share of Total (%) 

Government of the Kyrgyz Republic  5.5  16.7 
Development partner   

Asian Development Bank   
 Ordinary capital resources (concessional loan) 13.7  41.6 
 ADF Special Funds resources (grant) 13.7  41.6 

Total 32.9 100.0 

ADF = Asian Development Fund. 
Note: Numbers may not sum precisely because of rounding. 
Source: Asian Development Bank. 
 

15. The largest funding source (accounting for 83.2%) is ADB’s loan and grant. The 
government’s counterpart funding amounts to 20% of ADB’s financing (and thus makes up 16.7% 
of the total program funding available). The program has no financing gap. 
 
16. The financing plan shows all presently known funding sources. Financing from a not-for-
profit international development agency has been under preliminary discussion, but is yet to be 
confirmed. Additional financing from ADB would await program results during the initial years of 
implementation and, if relevant, subsequent agreement with the government. 
 
17. Based on the information provided and analyses undertaken, the following observations 
are made regarding the financing plan for the RBL program: 

(i) Adequacy. The financing plan matches the calculated expenditure needs of the RBL 
program (which follows from the planned activities being determined based on the 
resource envelope available). If implemented as outlined, it should ensure 
achievement of the expected results on time and within budget. 

(ii) Predictability and sustainability. Given that most program funds are provided by 

                                                
11 This is particularly relevant for DLI 3 (planning and detailed design of infrastructure are conducted for 43 villages), but also 

for DLI 1 (64,000 people in the villages of Naryn gain access to potable water supply through distribution networks), DLI 2 
(an additional 13 village schools and kindergartens, and eight village health facilities are served by improved gender-
sensitive water and sanitation facilities), DLI 4 (infrastructure for water supply and distribution networks for 64,000 population 
is completed), and DLI 5 (non-networked, household sanitation approaches are piloted in at least two villages with a 
minimum combined total of 660 households). 
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ADB and considering that the financing modality is RBL, it is clear that the government 
must achieve the agreed DLI targets fully and on a timely basis in order to ensure the 
availability of funds.12 Failure by ARIS to meet agreed DLI targets would result in ADB 
funding not being available until the conditions for disbursement are met. However, as 
stated in the DLI verification protocols, partial disbursements are possible for some 
outputs if these are partially achieved.13 This also means that the counterpart funding 
must be well timed. However, given the expressed commitment of the government and 
given that its funding for ongoing projects implemented by ARIS is timely and provided 
in full, it is reasonable to expect that counterpart funding for the RBL program will be 
provided in accordance with the financing plan and hence be predictable. Fiscal 
affordability is therefore not considered an issue for the government given its ongoing 
efforts of fiscal consolidation as well as a moderate public debt level. Overall, the 
financing plan thus appears to be sustainable. 

 
C. Managing Risks and Improving Capacity 

18. No major risks related to the expenditure and financing aspects have been identified. 
 

                                                
12 ADB funds are not disbursed until the achievement of DLIs has been reported by ARIS, verified by a third-party 

independent verification agency, and approved by ADB. 
13 The verification protocols are part of the Program Implementation Document (accessible from the list of linked 

documents in Appendix 2 of the report and recommendation of the President). If a partial disbursement is made, the 
remainder of the allocation tied to the DLI can be disbursed at a later date, once the output has been achieved in its 
entirety, as long as the achievement takes place during the duration of the program (i.e., until and including 2026). 


