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A New Era of Urban Financing: Launch
of the Urban Challenge Fund Guidelines

India's urban transition has reached a decisive moment. With nearly half
the population expected to live in cities by 2050, the pressure on
infrastructure, services, and governance systems is set to intensify.
The launch of the Urban Challenge Fund (UCF) Operational Guidelines
(April 2026) signals a bold shift in how cities will be planned, financed,
and delivered.

At its core, UCF moves away from traditional grant-based urban
development towards a market-linked, reform-driven financing model.
With a central assistance outlay of %1 lakh crore, the Fund is designed
not as the primary source of funding, but as a catalyst to unlock nearly
four times the investment through municipal bonds, loans, and public-
private partnerships.

From Grants to Growth Engines

The UCF positions cities, especially Tier Il and Tier Il as economic
growth hubs, emphasizing bankable projects with clear revenue
streams. Notably, central assistance is capped at 25% of project cost,
while at least 50% must come from market-based financing. This marks
a significant push towards financial discipline and accountability in
urban investments.

Three Strategic Pillars

The Fund anchors urban transformation across three key verticals:
* Cities as Growth Hubs

» Creative Redevelopment of Cities

» Water and Sanitation

From transit-oriented development and flood mitigation to circular
economy systems and digital governance, the scope of projects is
expansive, yet unified by a focus on scale, integration, and long-term
sustainability.

What This Means for Urban India

The UCF is more than a funding mechanism, it is a systemic reset. By
prioritizing bankable infrastructure, integrated planning, and reform-led
governance, it pushes cities to think beyond incremental improvements
towards large-scale, outcome-driven transformation.

For urban practitioners, policymakers, and city leaders, the message is
clear: the future of urban development lies in leveraging finance, driving
reforms, and building cities as engines of growth and not just centres of
habitation. jg- o, 2
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FROM CDMA’S DESK

Dear Readers,

Not all urban transformation requires large investments, sometimes
the smallestinterventions create the biggestimpact.

While large infrastructure projects shape the framework of our cities,
it is often the small, everyday improvements that define how people
actually experience them. A shaded footpath, a safe crossing, a well-
designed vending space, misting bus stops, such interventions may
seem modest, but they directly enhance comfort, safety, and
livelihoods.

Small urban interventions are quick to implement, cost-effective, and
scalable. They allow cities to respond to immediate needs while also
testing ideas before expanding them city-wide. More importantly,
they bring a human-centred approach to planning and focusing on
how spaces are used, not just how they are built.

As cities grow more complex, these micro-level solutions can
collectively drive meaningful change. They bridge the gap between
policy and people, turning intent into visible, everyday impact.

| believe that building better cities is not only about thinking big but
also aboutacting smart, atthe smallest scale.

Happy Reading!

Sincerely,

Dr. T.K. Sreedevi IAS
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CITIIS 2.0: INDIA'S BLUEPRINT FOR CLIMATE-RESILIENT CITIES

CITIIS 2.0 is a flagship urban initiative led by the Ministry of Housing and Urban Affairs in partnership with the Agence
Frangaise de Développement (AFD), KfW Development Bank, the European Union, and National Institute of Urban
Aftfairs. Designed to support India's urban transformation, the program works across city, state, and national levels to catalyse
climate-focused investments. It emphasizes circular economy practices, encourages data-driven urban planning,
strengthens institutional frameworks, and promotes strategic partnerships while building long-term capacity within urban

local bodies.

CITIIS 2.0 (City Investments to Innovate, Integrate and Sustain 2.0) is a flagship urban sustainability program launched in
2023 by the Ministry of Housing and Urban Affairs. It aims to help Indian cities become cleaner, climate-resilient, and

resource-efficient.

The initiative focuses on integrated waste management and promotes a circular economy, encouraging cities to reduce,
reuse, and recycle waste instead of relying on landfills. It also strengthens Urban Local Bodies (ULBs) by improving

governance, technical capacity, and financial participation.

Implemented at city, state, and national levels with international support, CITIIS 2.0 represents a shift from infrastructure-

driven development to sustainable, system-based urban transformation.
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City Investments To Innovate, Integrate and Sustain
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development with climate
and sustainability goals

waste management projects to system-wide
and circular economy. urban reform

Focus: Integrated Approach: From fragmented @\ Alignment: City

The Urban Reality

India's cities are growing fast but so are their challenges. The country generates 62—100 million tonnes of municipal solid
waste annually, projected to reach 165 million tonnes by 2030 and potentially 333 million tonnes by 2050. Daily waste

generationis expected to cross 377,000 tonnes in the coming years.

Yet, only about 70% of waste is collected, and less than 30% is scientifically processed. At the same time, cities produce over
221,000 MLD of wastewater, with only ~45% treated. These gaps point to a deeper issue and not of infrastructure, but of

urban systems and governance.
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CITIIS 2.0: A Strategic Shift

Launchedin 2023, CITIIS 2.0 moves beyond asset creation to focus on integrated waste management and circular economy
principles. It marks a shift from fragmented projects to system-wide urban reform, aligning city development with climate
and sustainability goals.

With 50-55% of waste being biodegradable, there is significant potential for composting and resource recovery. However,
India still has over 2,400 dumpsites, and only about half of waste is treated.
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The goalis clear: close theloop and build a circular urban economy.

Strengthening City Governance Circular Economy R
for Cities
Resource Efficient. Resilient. Inclusive.

COMPOSTING & EFFICIENT COLLECTION

India's 4,700+ Urban Local Bodies often face limited capacity and BIORESOURCE 8 SEGREGATION
Segregate waste

Convert organic at source and
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This pushes cities toward financial discipline and self-reliance, a critical step for long-term sustainability.
Waste asa Climate Issue

Urban waste contributes nearly 75.6 million tonnes of CO, equivalent emissions, largely from landfills. With India targeting

Net Zero by 2070, better waste management becomes essential.

CITIIS 2.0integrates climate action into urban systems, reducing emissions while improvinglivability.

COOLING CITIES: MISTING BUS STOPS FOR THERMAL COMFORT

As temperatures rise across Indian cities, improving thermal comfort in public
spaces is becoming critical. High-footfall bus stops, where commuters often
wait under direct sun, are particularly vulnerable to heat stress. Misting bus
stops offer a simple yet effective solution.

Using high-pressure nozzles, these systems release ultra-fine water droplets
that evaporate quickly, reducing surrounding temperatures by 5-10°C without
wetting commuters. When combined with shaded shelter design, they create a
cooler microclimate, making waiting times more tolerable during peak summer
hours.

Strategically deployed at busy transit points, misting systems can significantly
improve commuter experience, especially for vulnerable groups. With minimal
water use and scalable design, they represent a practical, climate-responsive
intervention for cities adapting to extreme heat

s
Misting bustop Project Under Progress in Kothagudem.
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Active participation in Happy Sundays
was seen across the ULBs of Kothur,
Mancherial, Bhongir, Sangareddy,
Kothagudem, and Nalgonda among
many others
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