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1 Summary

	This short paper is for circulation to the EU Water Initiative Finance Working Group (FWG) only. It is a concept note for a potential proposal from the FWG to the EU Water Facility (EUWF). It has been drafted by ERM. 

The FWG is in a good position to submit a proposal to the EUWF and this paper sets out a concept of what such a proposal could potentially consist of.  It is based on both a review of the current draft of the call for proposals (CFP) by the EUWF and on conversations with representatives from the EUWF to ensure that the concept would satisfy EUWF requirements.  

This paper can form the basis of discussions at the FWG meeting in Paris, December 9, which is focusing on future direction and strategy of the FWG.

Broadly, the concept is to develop and implement a water-related financial planning process at a country level in Sub-Saharan Africa, to complement the development of sector plans to achieve the MDGs.  

The concept is for a process that will 

· Develop a sector-wide framework for identifying and 
implementing innovative finance mechanisms;

· Complement PRSPs:

· Be participatory;

· Be pro-poor; and

· Build capacity at all levels of water governance.

The process aims to build on both the FEASIBLE model, developed by the OECD in the EECCA region, and the FWG’s work on identifying and exploring the range of finance mechanisms that do or do not seem to work in the water and sanitation sector.

The FWG provides a unique platform of knowledge, networks and experience to help develop, coordinate, support and disseminate such a process. The EUWF should support this initiative as it will prove invaluable to help the EUWI deliver on its intended aims, help ACP countries to identify finance needs and solutions for the water and sanitation sectors, and help donors use aid to trigger sustainable financing for the sector, especially in Sub-Saharan Africa.


2 the Concept

Overview 

The EUWI Africa Water and Sanitation Working Group (AWSWG) is helping to develop sector plans to achieve the MDGs in 10 pilot countries in Sub-Saharan Africa. As a complementary process to this, the FWG plans to advise and facilitate a process for identifying and planning a financing strategy that includes a focus on innovative financing mechanisms to leverage other forms of private finance. While this concept will be developed in parallel with the work of the AWSWG, the proposal should be regarded as requiring a separate project with a separate budget. 

Objective 

To develop a model financing strategy development process for Sub-Saharan Africa that takes into consideration the local (national, regional, sub-national) context by focusing on 2 of the 10 pilot countries in the AWSWG initiative.  

Rationale: A focus for the study is “learning by doing”; focusing on two countries will allow for concentrated effort over a short period of time. Successes and setbacks can be addressed transparently, in order to demonstrate the process and stimulate similar processes in other countries (whether funded through additional tranches of the EUWF or other sources). 

Location

The 10 pilot countries identified by the AWSWG are: Zambia, Mozambique, Ethiopia, Rwanda, Ghana, Cape Verde, Congo-Brazzaville, Central African Republic, Egypt, and Mauritania. Initial country considerations for the FWG study are Ethiopia and Mozambique, where existing relationships between FWG members and government, as well as the ongoing activities relating to their sector planning, can be built upon. 

Role for the FWG
The FWG can play an important, multi-faceted role in the process, drawing on the strengths of different FWG members. Specific roles and responsibilities will need to be explored and developed further at the next FWG meeting in Paris, but could include coordination, leadership, facilitation and discussion, along with support and dissemination of the process, particularly as it relates to the FWG’s regional stakeholders. The unique membership of the FWG, with its combined knowledge, contacts and experience, offers a level of engagement of real value to the objectives of the EUWF. The concept also envisages support to the FWG to help engage with this process as part of the proposed request for funding.

Potential partners 

Partners would include a range of stakeholders within the two case study countries; a range of interested stakeholders from the FWG; and the affiliates of FWG members in the selected pilot countries. Support from AMCOW, or other kinds of sector related networks, to support replication throughout Sub-Saharan Africa, will also be sought.  

Outputs:

The concept envisages four key project outputs: 

· Development of a process-based tool for financial planning that complements sector planning in the water and sanitation sector in Sub- Saharan Africa; 

· Identification and testing of the feasibility of mechanisms specific to the African context that can leverage non-aid finance into the sector; 

· The development of clear Terms of Reference for a programme of water and sanitation investment in the two pilot countries, based upon the use of financial planning process-based tool and the identification of appropriate financing mechanisms. The investment plans will be pro-poor and in line with the goals of the EUWF and the MDGs for the sector.

· A learn-by-doing dissemination process to stimulate, replicate and support activities in additional African countries, building upon the initial two countries.

Activities

Specific, time bound activities for the project need to be identified. They will emerge as the concept is fleshed out by the FWG.

Indicators of Success

Indicators of success will include the level of successful replication, demonstration of a participatory approach to financial planning, and a framework for identifying and implementing innovative finance mechanisms to address financing gaps. Importantly, the proposed approach aims to support and develop local ownership of the process, local economic development, and capacity for such planning beyond the project cycle. These indicators will have to be developed as part of a logical framework for the proposal.


2.1 Additional activities required to develop proposal

· Discussion, shaping and development of the concept by the FWG 

· Gaining support and partnership (“buy in”) from the OECD to adapt and develop the FEASIBLE model in a sub-Saharan African context;

· Gaining “buy in” from FWG NGO members and their networks with strong ties to Sub-Saharan African governments (eg, Tearfund in Ethiopia);

· Additional research into whether other countries (of the 10 pilot countries) may be more appropriate;

· Identification of project partners from the public, private, and NGO/civil society sectors, as well as an organisational structure that includes an eligible applicant;  

· Identification of potential channels for co-financing (up to 25%)

2.2 Next Steps

Discuss this note at the FWG meeting in Paris on 9 December. Topics for discussion may include: 


· Reactions and feedback on the ideas for further development;

· Brainstorming about how the project might work in practice, especially in terms of working with the EUWI AWSWG and country level governments;

· Discussion of ideas about the organisational structure for the project, and the role for the FWG as advisors to the process; and

· Timeframe for developing the preliminary proposal.

Prior to the 9 December meeting, some next steps for DFID/ERM include:

· Preliminary discussions with AMCOW representatives about the idea, as well as exploring possibilities for AMCOW involvement and support; 

· Discussions with the EUWI AWSWG about their approach and how the FWG might complement their activities and process; and

· Discussions with OECD about further collaboration.

2.3 Key findings as relates to the proposal procedures

Based on a review of the current draft of the CFP and conversations with representatives from the EUWF, the proposal proposed by the FWG should satisfy EUWF requirements. Specific information relevant to the proposal is listed below:


1. In addition to the CFP, the EUWF offers support through a separate category of funding (€18 million).
 This includes activities proposed through the EUWI, such as those relating to finance. Identifying innovative funding approaches is specifically noted as a goal.  

2. The CFP does not define the term “innovative” as relates to financing; it is recommended that the proposal developed by the FWG demonstrate why it is innovative, and how it will leverage additional finance to the sector.

3. The FWG itself does not meet the criteria as an “applicant”;
 the FWG may need to consider proposing FWG members who would be willing to act as the applicant in the event that the EUWF is not satisfied with the FWG as applicant. 
3 Terms of Reference

Scoping Study

DFID is proposing to instruct ERM to draft an application for the first round of the CFP, to obtain finance for the EU Water Initiative Finance Working Group (FWG) from the EU Water Facility (EUWF). This proposal will be discussed on December 9.  






















(To achieve its first objective). Section 3.2.1 of the Financing Proposal reads: � “The first specific objective of the Facility will be achieved by assisting those ACP countries, in which improvements are needed, to develop/ implement a sound national water policy based on good governance principles, and where provision of appropriate priority to spending in the social sectors within Poverty Reduction Strategies, where applicable, needs to be addressed. The Water Facility will catalyze support to sound proposals, at regional, country, or local levels, to attain the following results: 1) Improved national policies and strategies for the water and sanitation sector, supporting Poverty Reduction Strategy Paper processes wherever they exist; 2) Improved institutional, legal, and regulatory framework; 3) Strengthened capacity of key stakeholder in particular for the preparation and sustainable implementation and management of sector programmes; 4)  Enhanced integrated water resources management (towards the WSSD target on IWRM and water efficiency plans by 2005), in particular by supporting good practices of basin management; 5) Enhanced management of trans-boundary basins; 6) Improved monitoring capacity.”


According to the Call for Proposals (Glossary, page 4) there are two main groups of applicants. They are two main groups of applicants. The first group is composed of ACP public agencies, departments and ministries of the ACP States, which are legally not distinct from the ACP State. In this case the proposal of a selected applicant will be implemented in the frame of a Financing Agreement concluded between the relevant ACP Government and the European Commission. ACP states will need the endorsement1 of the respective National Authorising Officer. The second group of applicants comprises EU and ACP national, local and regional (semi-)public bodies with a distinct juridical personality from the respective EU/ACP State, international organisations, non-state actors2 and legal persons under private law entrusted with a public function related to water and sanitation (public utilities, semi-public or private with a legally valid concession or other agreement etc.3) at Municipal, Regional or State level. They must have legal personality and capacity to enter into financial commitments with the Commission and to sign Grant Contracts and Contribution Agreements. All applicants must be accountable and have the necessary implementation capacity to execute the actions foreseen in the Grant Contract. They must be directly responsible for the preparation and management of the project, not acting as an intermediary. They can present proposals alone or in any sort of Venture with eligible partners.






