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Impact of climate change on WASH

v Acute shortage of clean drinking water

during disasters

LRI ASNIS G0 v Open drains> Impact on quality of water
Women walking to collect water

supplied

v’ Increase in water borne diseases- Diarrhea

and cholera

v Impact sanitation and hygiene practices
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Increase in pollutants load

The impacts of climate change on the water supply and sanitation infrastructure are long-lasting and
irreversible.
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Climate finance is key for Mitigation and Adaption measures for

climate change
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Climate finance refers to local, national or transnational financing drawn from public, private and alternative

sources of financing that seeks to support mitigation and adaptation actions that will address climate

change.
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Globally, Climate finance commitments aren’'t enough...
Disbursements versus approval are even slow

Water &
wastewater
64,000 USD
50K mn

49,000 USD Total Adaptation EISFINET 43
mn Finance 0

= 37,000 USD

mn

Total Mitigation RERVSIsR 1%

10K

Finance

Pledged Deposit Approved WASH finance is generally adaptation finance which is
very low as compared to other sectors. Only 1% of

mitigation finance is WASH.

Source: https://climatefundsupdate.org/data-dashboard/regions/
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Largest contributors and recipients of climate funds

France

Regional -
Sub-Saharan &8

United Kingdom

Green Climate Fund Amazon
IRM (GCF IRM)

Climate funds by size Contributors Recipients
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Landscape review of potential sources for WASH

Anternatlonal Domestic Public finance Innovative finance
rrangements
‘ Green Climate Fund (GCF) ‘ National programs- JJM, SBM, ® Green bonds and sovereign green
AMRUT, smart cities
bonds
® Global Environment Facility (GEF) State programs- Eg: Maji ® Municipal bonds
¢ Vasundhara :
. ¢ Carbon credit
® Climate Investment Funds (CIF) LG own sources through local
i @ budget ® Blended finance/ PPP
Adaptation Fund
Loss and Damase Fund o National or State funds- NaBFID, ® Corporate Social Responsibility
8 UIDFE NABARD’s Climate Adaptation

Fund and National Adaptation Fund ® Philanthropic funds

Multilateral and bilateral
For Climate Change

development banks

Green and water credits
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Blended Finance: examples of commercial finance mobilized
across the sanitation service chain in India

Performance Linked Municipal Bonds for

. Reuse with PPP, private
Annuity Model (PLAM), wastewater treatment:

sector: Nagpur, Anjar and

Sanitation credit, Jalna
Crowdfunding for school

sanitation in Sinnar Wal /Sinnar Metro cities in India Gandhidham, Surat

Hybrid Annuity Model (HAM):
Namami Gange (STPs) and
Telangana+AP (FSTPs)

Conveyance Treatmeht

Conveyance
Treatment

Make existing financing by the public sector, national programs, and PPP projects more climate-responsive.
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Green Bonds for climate finance

Sectors eligible for
Green bonds

What are Green

=9
bonds? India’s green bond market

Raised capital for
environmental and climate
focused green projects

=
%
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Renewable energy @ The Government of India raised USD 1 billion the

Sovereign Green Bonds January 2023

)/

Sustainable water and
waste management India’s first green bond was raised in 2015 by

Fixed income debt Yes bank Itd.

instrument

Pollution prevention
P Ghaziabad raised first municipal green bond

for water and sanitation treatment
infrastructure

Clean transportation

SEBI guidelines for issuing
_[E_B} Green Bonds

Indore raised a green bond to build

. . S largest solar plant - for pumping and supplying
Climate change projects  Z# water from Narmada

several key challenges persist. These include lack of awareness, limited green bonds worth INR 100 crore
Credltworthlnessl and dlﬁ:ICUItIeS deve|0p|ng bankable green Inltlatlves’ necessrtatlng Sources: Author’s literature review on green bonds ; India sets sights on record green bond issuance entering 2022 access at

https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/india-sets-sights-on-record-green-bond-

capacity building, credit enhancement mechanisms, and technical assistance. Issuance-entering.2022. 67940627

Green bonds may offer potential for cities to finance sustainable projects, but @ INR 10 crore incentives by Gol on raising
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Innovative approach of raising finance through carbon credits

Bundling of solar projects to
7 obtain carbon credits

Green Credit Scheme is environmental and ‘-CE
climate friendly but needs strong regulations
to work to avoid greenwashing. l Verification and authorization through

(third party verification)

Carbon Credit Trading Scheme to reduce Selling of carbon credits worth INR
GHG emissions with strong regulatory market 52 lakhs which is encashed for O&M
to buy and sell carbon credits. of WASH solar project

« Currently, there is a voluntary carbon credit market in India..Gol plans to develop the Indian Carbon Market (ICM) where a
national framework will be established to decarbonize Indian economy by pricing GHG.

» Bureau of Energy Efficiency, Ministry of Power, along with Ministry of Environment, Forest & Climate Change are developing
the Carbon Credit Trading Scheme for this purpose.

How can we avail carbon credits for our cities?

Carbon credit markets need to be expanded. Regulatory market, frameworks and standardized guidelines,
methodologies need to be created. Bundling of projects to avail carbon credits.
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Municipal bonds

Issuance of Municipal and Pooled Bonds worth INR 4,231 crore in India (1997-2024)

Initial phase of INNURM AMRUT
3000 municipal bond market
development in India 2484
g
S
(&)
£ 1500
g
3
908
g 839
0
1997-2005 2005-2014 2015 onwards
Year

» Under AMRUT reform, in 2017, Gol started offering incentives worth INR 13 crore on INR 100 crore bond amount. This gave a push to
the municipal bond market in India. With this, the municipal and pooled bond market size increased by five folds, with mobilization of
INR 2,484 crores through bond market.

There is an increasing recognition of the need to mobilise infrastructure investments through borrowings

Source: www.sebi.gov.in, www.mohua.gov.in, 2018, AMRUT 2.0 operational guidelines, MoOHUA, 2021, Discussions with CFAs of Gujarat and Maharashtra, 2023
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http://www.sebi.gov.in/

Cities first need to be creditworthy!!!

Benefits of Creditworthiness Parameters of Creditworthiness
Assessment Assessment

@ Improved access to capital Enhanced financial

= management

Lower borrowing costs

\'I

y Investor confidence & \ —
economic development ong-term planning
sustainability

k % Less time-consuming ,/§ Reliance of publicly available ? Cost effective
process =] datasets

Source: Based on report by CWAS —Creditworthiness Assessment of Indian Cities

CEPT . .
Ull/ersity Gates Foundation  viega foundation

I




Our approach to develop a simple creditworthiness assessment
framework

Cities can use a creditworthiness self-
. assessment tool before approaching a Credit
Rating Agency for a formal credit rating

Creditworthiness
Assessment our Framework uses both financial WASH and administrative Data —
‘ performance indicators and service level Performance Assessment System
Framework for L (www.pas.org)
.. indicators
cities

It uses publicly available datasets
which are annually updated an
accessible on web-based portals

Balance sheets, Audited account
statements and City Budgets can be

( k ) Less time-consuming process obtained from cityfinance.in and city own
websites
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Creditworthiness Assessment for Indian cities

Creditworthiness Report Scale up Round-Table Meeting at MOHUA

+ CWAS Team —
« MoHUATeam
Municipal Comﬁ§§lﬁn

-Xxperts
i

cies  —
Iaterarl 59 ndl s |

An Approach for Indian Cities

and M

April 2024

i it o= IL..

CWAS CRDF=== | #7

Approach and framework for

30 Indian Cities Online Meeting with

Ms. D Thara, MoHUA to

discuss Creditworthiness
Report sent to various Assessment Framework and CWAS’ CEPT presented

stakeholders Tool Creditworthiness Assessment
framework in a round-table meeting

Source: Based on report by CWAS —Creditworthiness Assessment of Indian Cities
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Accessing impact finance - Exploring ESG ratings for Indian Cities

% ESG Assessments,
disclosures and

Elvl,/'p

Popular in corporate
but city governments

investing are also adopting
fm
JITTT Measuring sustainability ~Access new markets for
Ol and societal impact to development funds
better determine future  Build credibility for
performance investors
US Municipal Bond Toronto's Debt Vancouver,
marketplace - ISS ESG Muni  ISsuance Montreal
QualityScore (formely ACRe Program linked adopting TCFD
Data) maintains ratings and to strategic ESG recommendation
data for all cities outcor_nes and sin financial
reporting reporting

Source: Based on report by CWAS —ESG Assessment of Indian Cities

ESG for Indian cities

Indian cities already reporting on multiple
ESG relevant topics as part of govt. initiatives
— publicly available data

Framework by CWAS and PwC India

ﬂ '\ Dahod

u . Bilaspur

19 themes, 62 indicators - City mandates, = = -
service performance, Laws and policy,

Magpur
Kalyan Dombivi
Mashik Pune

/. Pimpri Chinchwad
Ll

 Thane /oy —
. . Navi Mumbai S~ e Greater Warangal
National commitments/ programs .

Solapur

Tested on 20 cities - ESG ratings, profiles

Leader

......

Achiever

Performer

Score by Sector
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Next steps for Creditworthiness and ESG assessments

Scaling up creditworthiness
assessment through capacity building

Explore use of the Tool
with potential lenders

e < fi

* Deep dive creditworthiness

Collaboration with cities

Creditworthiness assessment _ - Explore with other potential
assessment with a few cities.
framework can be scaled across lenders such as commercial banks,
. L : Tt * |dentify measures to improve
Indian cities by capacity building y P NHB - Urban Infrastructure
- F creditworthiness of cities and
of city government officials. Development Fund (UIDF), NABFID,

assess feasible borrowing options HUDCO etc.

from the market.
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Key Findings

« Accessing international funding portfolios is long term and remains a challenging process. Eg: GCF
requires accredited institutions to prepare project proposals to access funding.

« International funding is a combination of grants, concessional funding, co-financing, loans etc. Climate
finance in this form not directly accessible by local governments.

* There is very little international focus of climate finance in WASH sector. GCF has recently added
Sanitation in their annex.

« Make existing financing by the public sector, national programs, and multilateral development banks more
climate-responsive.

« Carbon credit markets need to be expanded. Regulatory market, frameworks and standardized guidelines,
methodologies need to be created. Bundling of projects to avail carbon credits.
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Summary

Important to recognize Training and Capacity

and tap the new building of local and Ensure that climate

sources Of funds SUCh finance is distributed
. state government equitably, with a focus
as from social investors

: officials to access on reaching the most creditworthy and
and from the domestic )Climate funding through) Vu;ggrasgeérz);?osded )ESG ready
I u \'
Liz(:lfertssand SEllEl workshops, round-table communities.

meetings etc.

Need to make cities
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Partner Session — Resilient Water Accele

Scaling Water Utilities Performance and Creditworthiness
215t Feb, 20251 Room: CFP 203 1 Time: 17:45 - 19:15

Rachel Cardone Meera Mehta Dinesh Mehta Chetan Vaidya

(CEO, Resilient (CWAS, CRDF - CEPT (CWAS, Independent Urban Advisor
Water Accelerator)
University) CRDF - CEPT University)
s 3

‘ v’ff’ :

(Z #
Amit Nakhra Vida Dhuti Sujatha Srikumar
(Country Director, IEC Ghana) (Director, Powertech)

(Municipal Finance Expert,
GUDM)
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Visit us at www.cwas.org.in to know more on
Innovative financing...

:z';“s’:;:mou MONITORING  SANITATION WATER FINANCE EQUITY sanitation in Maharashtra
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September, 2014

{2 Home > Finance > Innovative San-Finance ) ive financing mechani

fff’\' y A
Innovative fina ncing mechanism lnovative San-Finance 23:&?;“”‘ CEPT University ’ $ N

s s ; ; - . : Sanitation credit 2O
Innovative financing options can leverage limited public funds and bring greater effectiveness.
The emphasis on innovative models is not only to leverage additional funds but to attract private
investment by giving incentives using performance-based approaches that improve outcome
efficiency and effectiveness of services. CWAS has explored various innovative financing
mechanisms for investments in sanitation services like Development Impact Bonds (DIBs), Financing faecal sludge
Performance Linked Annuity Models (PLAM), crowdfunding, CSR, etc. 5, management

Workshop on Sustainable Sources and Mechanisms

https://cwas.org.in/theme/finance/innovative-san-
finance/innovative-financing-mechanism
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Thank You
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