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Water Sector is the Connector
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“Water is the best investment the world can make to improve health, food security,
gender equality, and the environment while transforming lives & communities.”
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We need to Act Fast
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We only have 8 harvests
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A systemic crisis requires a Systemic approach!!!

The Global Water Challenges
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" Benefit-cost ratios for
Annual economic losses investments in water
been reported to be as
highas 7to 1in
developing countries.

due to inadequate
water supply and
sanitation

due tourban
property flood
damages

n people lack a
drinking water.

sanitation services have

n people lack access to sanitation
compatible with SDG6 objectives.

Poor sanitation, water
and hygiene lead to
675 000 premature
deaths annually...
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..and losses
of upto 7%
in GDP of
certain
countries.

OECD (2011)
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Water-related losses in
agricultural, health,
income and property
could result in decline

by as much as 6% of
GDP by 2050 in some
regions of the world

s I(2015)

Institutions Infrastructure | General water Conservation
resources
management
70% 68% 63% 51%

Figure 4: Proportion of first round NDCs that prioritised water actions for adaptation
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Barriers to financing water security infrastructure projects
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Under-pricing of water: Water is a public good and generally an
under-valued resource, not properly accounted for by the
government and the investors that depend on or affect its

availability in other sectors such as urban development,
agriculture, and energy.

Water services are often under-priced, resulting in low cost-
recovery for water investments.

Even though groundwater s FREE, thre
are idden costs...

Capital-intensive Water resources, irrigation, water supply, and
wastewater infrastructures are generally capital intensive, with
high sunk costs and long pay-back periods.

Difficulty of monetising benefits: Water management provides
both public and private co-benefits, many of which cannot be
easily monetised. This reduces potential revenue flows.

Context-specific projects: Water projects are often too small or
too context-specific, raising transaction costs and making
innovative financing models difficult to scale-up.

Poor business models: Business models often fail to support
0&M efficiency, hampering the ability to sustain service at least
cost over time.

Estimated Financial Need and Actions

GREEN
CLIMATE
FUND Cimaechangs G et i ot ey
’ — Food pracuction, Eneegy rodiction, water usiny
waterseaty o fy  saonig ZEE
Geopoliical . ate resiient
Sl R o
spial, e veticles,
Toctmoogiell [ 5.7 ma ooty battery
Slorage. mobl retwcrks, ich
USD 22.6tn
Achieving Demographic e nivastrucure, care of
) shifs g wew

universal and
equitable access

tosafe and ﬁ?;;i"vi.em \ I
affordable Yy Crossirend opportunities Veture cepial, distressed deb, nfiastnuciue
drinking water et
will cost 3627 tillon
UsD1.7tn .
UsD6.7tn
Actions needed
. W Investors should put a further USS4 bn ayearinto B The international community should get SDG2,
L] = national and international RED, private R&D, and $DG, SDG13 and the Paris Agreement back an
Pacy o higher research efficency to approach zerobunger  track by closing this mvestment gep of USS15.2 b
in the Global South by 2030 for agricutural innavation - madast inlight of the

Hutton et al (2016)

Estimated financial needs for
water infrastructure

Winpenny (2015)

W National and international investors should
deploy US$4.5 bn a year for dimate-smart
nical mitigation options in faming t reduce

LSG700 b spent every year on agricultural subsicies,

1 Public and private investors should make
I E finance, agricultural

ond sequester emissions on a path 1o ess than 2°C of
global warming

¥ Investors should improve water resource
management with US$4.7 bn a year for innovation
1o ein in agricultural blue water use by 10% in 2030,

Y
extension and infrastructure, which are also citical to
meet the global goats.
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Sources, types, providers and instruments of Climate
Finance- Support Water and WASH
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Source l Private international J[ Private domestic Jl Public international Jl Public domestic

Commercial

Mixed Concessional

s N

Institutional investors

Provider
\ L\

companies, SMEs and

A l Govemments

[ Development banks, green banks

Corporations,

developers

/ [ Philanthropy

{ N7

Asset managers

[ ECAs ][ Development agencies
Family J

Private investors
offices [

) Multilateral climate funds

Instrument

Mezzanine
Finance

Catalytic, enabling and policy-based support A

[ Advsory | [ pess J‘ Capecty |
services,
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Insurance,
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Increase of quantity and
quality

Disbursement vs
Availability

Top water and sanitation donors
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Recipients of public, Int climate finance to water

2000-2018
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*  Five countries in Asia - all middle income - received nearly 30% of
public international climate finance to water: India, China,
Pakistan, Vietnam and Indonesia.

* The top 20 recipients receive the majority of this finance as loans,
and to large infrastructure for water resources management and
WASH.

* Hydropower is prominent among the top 20 recipients of
mitigation-related finance.
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Climate finance flows 38 Billion

Yearly average in 2018 and 2019

$10.6m Cook Islands
Finland §244.1m
5641.5m Ethiopia

ndia
Germany 58,651,2m
Italy $481m

Japan 59,155 8m $6,484.5m Multilateral cont,
$841.3m Turkey

metica, regional
Netherlay
19.6m Europe, regional

Climate finance flows
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Per person per year (2000-2018, pop.>1m)
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Donors' water
and sanit
priorities

WasH

WRM, water governance
Water quality
Water.use effic
Transbounda

Water scarcity

—non-conventional WRM

Flood and drought management
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Key Water and sanitation thematic priorities

Technology and innovation
Data and monitoring
Human rights ta water

Private sector particip
Innovative financi

. indigenous rights ta water

Water-energy-food nexus
Emvironment

Climate changs

DRR

Gender

Youth

Peace
Health
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Green Climate Fund

Donor websites 2021

89 projects/programmes with USD 2,823 million including 1,338
million GCF funding
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The new asset class is “an asset for

Paradigm Shifting Pathways WATER SECURITY: SDG6 meets SDG 13
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Pathway 1: Enhance water conservation,
water efficiency and water reuse

(Mostly Mitigation)

Demand Management

+Redhces energy & emissons fromtreatnglss
water and developing sterative wter uppies

aRedicing ron-evenve water loses

sPromating wotes saving fixtures

WWaterre45e systems foriigation

Smart-Digital water Management
+Enhacesefficiency ofwotes management,
“Simart water meters for monitring dsly water
consumption and reahtime leak detection
Automated irigation

Decentralized models

sLarge-scle waterreuse {water recycing models
canbe taikored to meet the wates quality
reguirements of a lanned se:

ahgrcitual iigation

sReplenshing groundwater basins (MAR)

Resource Recovery

+From wastewater: Biogas from araerotic
diestion andthermal comersanofbosids
& Treatment iants s prosde opportuniiesfor
salae Y, floatiog s, windet.

Pathway 2: Strengthen integrated water

resources management & water management

(Mostly Adaptation)

Ecosystem-based Management (EbM)
+ Reduce flooding impacts

Alternative water sources

« Water re-use systems can utilize greywates,

3

* Mitigate droughts 8 blackwater, rainwater harvesting, and
o Improve water quality stormwater harvesting for non-potable uses,
ing Cooling bulldings, irrigating
landscapes, and flushingtoilets.
Integrated Water Resources Management (IWRM)
+ coordinated development and management of water, lindand
ralated resources to maximize sustainable development
« involves praserving water in the water cycle sing circular economy
thinking, &.g, water efficiency Inageiculture
« Involves aduptive planning across land and water to ensure water

securty for both humans and nature ina changing climate

Innovative Approach for Asset classes in sanitation and water re-use

and/or

ped and funded using credit enhancement to crowd in
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private sector funding targeted towards developing debt capital market and acceptable financial returns but remain in line with ESG
impacts and help to meet the targets set in the Paris Agreement and contribute to UN SDGs (Goal 6 —clean water and sanitation; Goal 3 —
Affordable and clean Energy; Goal 13 climate action; Goal 14 — sustainable oceans and Goal 17— Partnerships with the involvement of the
private sector) and providing water for domestic, municipal, and industrial purposes and allows municipalities to scale their water reuse
projects in partnership with private sector and/or governments purchase a service instead of an asset”.
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Credit Enhancement: Concessionally and Affordability
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- A FLEXIBLE RANGE OF INSTRUMENTS TO MAKE BLENDED FINANCE WORK

o a
+ Project bankable without concessional or grant funding
+ Supported thraugh senicr and subordinated debt

14

BLENDED
ﬁ ILoans FINANCE
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et w | Guarantees ks
Tariffsaffordable 4/
Cor ial Loan DEVELOPMENT
mmerc BlendedFinance @ | — opua
Concessionalfinance required N
Senior Senior + Tariffs unaffordable based on senior and
subordinated debt structure
@ Subordinated + Project requires concessional finance to make tariffs
e affordable and ensure bankability
L‘" nat EE] + Blended finance 1: Commercil Finance +
J _ ) Concessional (climate] Finance (no grant capital)
Concessi i m o
) a N a Senior N bankabdity required
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New Asset Class
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 Crowd in Private Sector (affordable 1 * Water Tariff
and Bankable) « Purpose of Use (Industrial,

Commercial, Recreation facilities,
Agricultural, Aquacultural, Supply
augmentation, MAR, etc)

* By-products (nutrients, fertilizers)

* Feed-in Tariff (Energy)

 Carbon Credit

* Blended Finance (Grant,
Concessional, Equity, Guarantees,
Senior)

* Mechanism (PPP-Private Public
Partnership, SPV- Special Purpose
Vehicle)

Acceptable

Revenue

Financial

New Asset Class

Paris
Agreement
Targets

+ Adaptation: Beneficiaries
* Mitigation: tCO2eq

*Goal 3: Energy

+Goal 6: Clean water and sanitation;

*Goal 7: Affordable and clean Energy

*Goal 13: Climate action;

*Goal 14: Sustainable oceans and

*Goal 17: Partnerships with the involvement of
the private sector
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