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THEME
Water & sanitation

STAGE
Completed

INSTRUMENTS
DBOOT, HAM

GEOGRAPHY
Asia

INVESTMENT SIZE
US$ 27.7 million (phase I)
US$ 11.2 million (phase II)

TIME HORIZON
2014 - 2020
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10. HINDUSTAN ZINC STP 
Optimizing the water potential in the 
City of Lakes

Hindustan Zinc limited (HZL), The Urban 
Improvement Trust (UIT), Udaipur Municipal 
Corporation (UMC), Udaipur Smart City Limited 
(USCL)
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100%
of domestic 
sewage 
treated

50%
of treated 
wastewater 
ready for 
reuse

60 million 
liters of 
freshwater 
conserved 
everyday

Landscape context
The city of Udaipur, also called the City of Lakes, in the 
state of Rajasthan is witnessing rapid urbanization and is a 
popular tourist destination. It generates about 60 million 
liters of wastewater per day. Most of this water is untreated, 
finding its way to the nearby Ahar River and Pichola and Udai 
Sagar lakes. This poses a potential threat to the environment 
and the aesthetic look of the lakes. Water bodies become 
contaminated and there is an enhanced dependency on 
freshwater resources. There is an unutilized potential of 
wastewater which was recognized by Hindustan Zinc Limited 
(HZL), a Vedanta Group Company, India’s largest integrated 
zinc lead silver producer.

Investment context
Udaipur city has been shortlisted as one of the Smart Cities 
in India. Investing in treatment of domestic sewage will be 
a huge impulse for the city. Rajasthan lies in the National 
Capital Region (NRC), providing the area a strategic location 
and good access to markets. The government of Rajasthan has 
set up various organizations which promote investments and 
provide a favorable investment context. One of these organizations 
is specifically dedicated to water and wastewater treatment. 

THERE IS AN 
UNUTILIZED 
POTENTIAL OF 
WASTEWATER WHICH 
WAS RECOGNIZED 
BY HINDUSTAN ZINC 
LIMITED

10. HINDUSTAN ZINC SEWERAGE 
 TREATMENT PLANT

Activities

Lowering 
costs through 
freshwater 
savings

Generating 
revenue 
from sales of 
manure

(Estimated) Impacts
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UDAIPUR’S FIRST WASTEWATER TREATMENT PLANT HAS 
BEEN ESTABLISHED TO PREVENT CONTAMINATION OF 
LAKES AND SAVE FRESHWATER RESOURCES BY DEVELOPING 
AN ALTERNATIVE SOURCE TO POTABLE WATER 

Project partners:

Project description
Udaipur’s fi rst wastewater treatment plant (WWTP) has been 
established by Hindustan Zinc to prevent contamination 
of lakes and to save freshwater resources by developing an 
alternative source to potable water. Pipelines have been 
built to link the treatment plant to the company’s industrial 
complex. The plant has been built in such a way that: 

• It will be able to treat 20 million liters per day (MLD) 
which equals 30% of Udaipur City’s domestic sewage;

• It will signifi cantly reduce freshwater consumption at the 
operational side by using the recycled sewage into various 
process applications;

• It will generate a large quantity of manure which will be 
sold to local bodies and applied in e.g. horticulture.

The sewage treatment capacity will be expanded to 60 MLD by 
setting up three additional treatment plants with a combined 
capacity of 40 MLD. With these expansions, Hindustan Zinc 
will be able to treat 100% of Udaipur City’s domestic sewage.
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10. HINDUSTAN ZINC SEWERAGE 
 TREATMENT PLANT

Investment structure
The WWTP was the first of its kind to be built under a 
public-private partnership with Hindustan Zinc and the 
local government (Udaipur Municipal Corporation and 
Radjasthan State-Owned Urban Improvement Trust). The 
plant was constructed on a design, built, own, operate and 
tranfer (DBOOT) basis and mainly financed by Hindustan 
Zinc who invested ~Rs. 1.7 billion (~US$27.7 million) in 
land acquisition, the construction of the sewerage treatment 
plant and pipelines. Rs. 0.8 billion (~US$11.2 million) was 
reserved for scaling the treatment capacity to 60 MLD which 
was constructed under the Hybrid Annuity Model (HAM) for a 
period of 15 years. The plant ownership will be transferred to 
the government of Radjasthan in 2039.

Business model &  
revenue generating activities
Financial returns are being generated through both cost-
saving and revenue generating activities: 

• Sewage treatment – significant freshwater savings and 
water supply. About half of the treated wastewater is 
reused by the Industrial Zinc complex, resulting in water 
withdrawal cuts of 60% (from 16,500 to 7,000 cubic 
meters a day). The other half is available for river recharge 
and horticulture;

• Sales of manure – sewage treatment generates a large 
quantity of manure which will be sold by the Udaipur 
Municipal Corporation to local bodies. This is likely to 
generate revenues of about 10 million Rs. (~US$140,000) 
per year.

THE PLANT WAS 
CONSTRUCTED 
THROUGH A DESIGN, 
BUILT, OWN, OPERATE 
AND TRANFER BASIS 
AND MAINLY FINANCED 
BY HINDUSTAN ZINC
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Risks & safeguards
Hindustan Zinc maintains high environmental standards. It pioneers the 
adoption of clean and green energy in running its operations. Saving water is 
a key focus point of the company and it takes important steps towards zero-
discharge into the nearby lakes. The project faced a challenge with regards 
to land acquisition. It proved to be difficult to find a location close to the 
city that would be financially viable. In addition, local stakeholders were 
concerned about the aesthetics and odor of the plant. To address these risks, 
the neighboring community was consulted about the technicalities of the 
plant, which resulted in building trust and support for the project. Another 
risk relates to fees that may be imposed on communities. It is unclear how 
this risk is mitigated. What is clear is that Hindustan Zinc has helped to create 
awareness about the importance of sanitation, and has constructed 40,000 
household toilets in rural Rajasthan and seperate toilets for boys and girls in 
623 government schools.

Figure 19:
As per the design of the HAM, 

the government will contribute 
up to 40% of the project cost 

in the first five years. The 
remaining payment will be 

performance-based.

Legend
Design, Build, 
Operate, Own, 
Transfer
Hybrid Annuity 
Model

Ownership Rights

DBOOT
(phase I)

HAM
(phase II)

OR

Phase I: Construction
(20 MLD)

Phase II: Scaling
(up to 60 MLD)

Hindustan Zinc Sewerage Treatment Plant

MANURE
PRODUCTION

MANURE
PRODUCTION

WATER
SAVINGS

WATER
SAVINGS

HINDUSTAN ZINCPUBLIC FUNDING

DBOOT

HAM

OR



FUNDS
Setting up a fund can be a useful mechanism to structure 
funding for bankable projects. Funds can provide 
multiple benefi ts both to the investors as well to the 
bankable projects. 

For investors, funds can mitigate risks. First of all, 
by investing in funds rather than projects, investors 
make sure they do not put all eggs in one basket. If an 
individual investment may fail, other investments within 
the same fund may make up for that loss. Funds may be 
structured in a way to include risk mitigation tools, such 
as guarantees or fi rst-loss positions at portfolio level. 
Moreover, funds can provide fi nancing to projects in 
various stages, making fi nancial fl ows more stable and 
future-proof. These aspects also allow funds to invest 
in harder to reach sectors and geographies that are 
currently undercapitalized but have a large potential for 
realizing positive environmental impacts. 

Funds can also be of interest from the perspective of 
bankable project developers. If individual bankable 
projects do not meet the risk appetite or the ticket size of 
prospective investors, pooling  several projects can be a 
great way to improve chances of getting funded.

Please bear in mind that creating a fund does not 
generate any impacts without concrete bankable projects 
to invest in. An important consideration is that funds 
should be set up at a landscape level, channeling funding 
to projects in a specifi c landscape or sector. Step one is 
to develop a bankable project. Step two is to approach 
or develop a fund to structure the fi nancial fl ows to the 
project. 

The described funds on the next pages may give you 
inspiration on how funds can be structured and how 
they aim to optimize environmental and fi nancial 
returns in specifi c geographies and sectors. 




