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Postgraduate Certificate in Infrastructure Financing for Water Projects

Sustainable Finance for Water Projects

**Bond**
A bond is a financial instrument that represents a loan made by an investor to a borrower, typically a
corporation, government, or organization. The borrower agrees to repay the principal amount of the loan,
plus interest, at a specified maturity date. Bonds are a common method of financing water projects, as they
allow issuers to raise large amounts of capital from a wide pool of investors.

* **Bond Issuance:** The process of a borrower selling bonds to investors in order to raise capital.
* **Bondholder:** An individual or institution that owns a bond and is entitled to receive regular interest
payments and the return of their principal at maturity.
* **Coupon Rate:** The annual interest rate paid to bondholders, expressed as a percentage of the bond's
face value.
* **Maturity Date:** The date on which the borrower is required to repay the principal amount of the bond
to bondholders.

**Green Bonds**
Green bonds are a type of bond specifically earmarked for financing projects that have positive
environmental impacts. They are typically used to fund water projects that promote sustainability, such as
the construction of water treatment facilities or the implementation of water conservation measures.

* **Green Bond Principles:** A set of voluntary guidelines for the issuance of green bonds, established by
the International Capital Market Association.
* **Second-Party Opinion:** An independent assessment of a green bond's environmental impact, typically
provided by a third-party organization.
* **Use of Proceeds:** A description of how the proceeds from a green bond issuance will be used to
finance eligible projects.

**Impact Investing**
Impact investing refers to the practice of investing in projects or companies with the explicit goal of
generating positive social or environmental impacts, in addition to financial returns. It is a growing trend in
the financing of water projects, as it allows investors to align their financial objectives with their values and
contribute to sustainable development.

* **Impact Investment:** An investment in a project or company with the explicit goal of generating positive
social or environmental impacts, in addition to financial returns.
* **Impact Measurement:** The process of quantifying and reporting on the social or environmental
impacts of an impact investment.
* **Social Impact Bond:** A type of impact investment in which private investors provide capital for social
programs and receive a return based on the program's success in achieving its social objectives.
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**Public-Private Partnerships (PPPs)**
Public-private partnerships (PPPs) are collaborative agreements between public and private sector entities
for the financing, construction, and operation of infrastructure projects. PPPs are a common method of
financing water projects, as they allow governments to leverage private sector expertise and financing to
deliver essential water services to communities.

* **Concession Agreement:** A contract between a public sector entity and a private sector partner, in
which the private partner is granted the right to operate a water project for a specified period of time, in
exchange for investing in the project's construction and operation.
* **Design-Build-Finance-Operate (DBFO):** A type of PPP in which the private sector partner is responsible
for designing, building, financing, and operating a water project.
* **Risk Allocation:** The distribution of risks between public and private sector partners in a PPP, such as
construction risk, demand risk, and operational risk.

**Sovereign Wealth Funds**
Sovereign wealth funds (SWFs) are investment funds owned and managed by national governments. SWFs
are often used to finance large-scale infrastructure projects, including water projects, and are an important
source of capital for sustainable development.

* **Asset Allocation:** The distribution of a SWF's investments across different asset classes, such as
equities, bonds, and real estate.
* **Fiscal Rule:** A rule that governs the use of a SWF's assets, such as a requirement to maintain a
minimum level of reserves or to only invest in projects that generate a specified rate of return.
* **Transparency:** The degree to which a SWF discloses information about its investments, governance,
and operations.

**Water Pricing**
Water pricing refers to the practice of charging users for the use of water services. Water pricing is an
important tool for financing water projects, as it generates revenue that can be used to cover the costs of
constructing, operating, and maintaining water infrastructure.

* **Cost-Based Pricing:** A water pricing method in which users are charged based on the actual costs of
providing water services.
* **Lifeline Rate:** A reduced water price for low-income households, designed to ensure that water services
are affordable for all.
* **Peak Pricing:** A water pricing method in which users are charged higher prices during periods of high
demand, in order to encourage water conservation.

**Water Stress**
Water stress refers to the situation in which the demand for water exceeds the available supply, leading to
water scarcity, competition, and conflicts over water resources. Water stress is a major challenge for
sustainable development, as it threatens access to water for basic needs, agriculture, and industry.

* **Physical Water Scarcity:** Water stress caused by a lack of available water resources, due to climate,
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geography, or other factors.
* **Economic Water Scarcity:** Water stress caused by a lack of investment in water infrastructure, leading
to inefficient use and wastage of water resources.
* **Water Footprint:** The total volume of water used to produce goods and services, including direct and
indirect water use.

**Blended Finance**
Blended finance refers to the use of public, philanthropic, and private capital to finance projects with high
social or environmental impacts, but also higher risks and lower financial returns. Blended finance is an
important tool for financing water projects, as it allows governments and donors to leverage private sector
financing and expertise to deliver essential water services to communities.

* **First-Loss Capital:** A form of risk mitigation in blended finance, in which public or philanthropic
investors absorb the first losses in a project, in order to attract private sector investors.
* **Technical Assistance:** Support provided to project developers and investors in the form of expertise,
training, and capacity-building, in order to improve the feasibility and sustainability of water projects.
* **De-risking:** The process of reducing or mitigating the risks associated with a water project, in order to
attract private sector investment.

**Climate Resilience**
Climate resilience refers to the ability of a water project to withstand and recover from the impacts of
climate change, such as increased frequency and severity of droughts, floods, and storms. Climate resilience
is a critical consideration in the financing of water projects, as it ensures the long-term sustainability and
viability of water infrastructure.

* **Adaptation:** The process of adjusting water infrastructure and management practices to the impacts of
climate change.
* **Mitigation:** The process of reducing the greenhouse gas emissions that contribute to climate change.
* **Climate Risk Assessment:** An analysis of the potential impacts of climate change on a water project,
including the risks and opportunities associated with different climate scenarios.

**Crowdfunding**
Crowdfunding is a method of raising capital from a large number of individuals, typically through an online
platform. Crowdfunding is an emerging trend in the financing of water projects, as it allows project
developers to access a wide pool of potential investors and to build public support and awareness for their
projects.

* **Reward-Based Crowdfunding:** A type of crowdfunding in which investors receive non-financial
rewards, such as products or services, in exchange for their investment.
* **Equity-Based Crowdfunding:** A type of crowdfunding in which investors receive shares in a company or
project, in exchange for their investment.
* **Donation-Based Crowdfunding:** A type of crowdfunding in which investors make a donation to a
project, without expecting any financial return.
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**Debt Financing**
Debt financing refers to the practice of borrowing money from lenders, in the form of loans or bonds, in
order to finance water projects. Debt financing is a common method of financing water projects, as it allows
project developers to access large amounts of capital at relatively low interest rates.

* **Interest Rate:** The cost of borrowing money, expressed as a percentage of the loan or bond amount.
* **Maturity:** The term of a loan or bond, after which the borrower is required to repay the principal
amount.
* **Covenants:** Contractual obligations imposed on the borrower, such as financial or operational
restrictions, in order to protect the lender's interests.

**Development Finance Institutions (DFIs)**
Development finance institutions (DFIs) are public or private organizations that provide financing and
support for development projects in emerging markets. DFIs are important sources of financing for water
projects, as they provide long-term, concessional financing
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