Session description

	Session reference number (for example 1.1.1)
	5.1.2

	Media-friendly title (suggested by the co-organizers)
	Addressing the local financial demand

	Working title
	Session 2:  Addressing the local financial demand

	Duration
	3 hours

	Key question
	How can the gap between lenders and local authorities/utilities needing to borrow be bridged? What can the different actors do to increase the borrowing capacity of service providers?
Key Question 1 from EIB

	Media-friendly session summary (3-5 sentences)
	As proposed by D.Gaillard in email Nov. 2008  
5.1.3 Loans for Local Authorities: How to improve local borrowing capacity?  Financiers face a lack of effective demand for lending. For financial flows to improve, local authorities and service providers need to find ways to make their investments more appealing and secure for international financiers. In what ways can their borrowing capacity, creditworthiness and cash flow be built up in order to become more reliable financial partners?

	Session description (approximately 2 paragraphs)
	Topics covered in this session:
· Bridging the financial gap between borrowers and lenders. Borrowers (demand side: i.e. utilities and local governments): borrowing capacity, creditworthiness, risk mitigation, pooling, ring-fencing; national and local governments ; utilities (social policy role and balance, cost recovery and bankruptcy, tariffs and political mismanagement, water prices and efficiency, role of regulators);. 

Broader Issue/Context 

· Despite investment needs, financiers face a lack of effective demand for lending. This is because many local authorities/utilities have not the adequate “capacity to borrow”. 

· The “capacity to borrow” necessitates financial sustainability + capacity to reimburse + perceived creditworthiness + availability of financial products suiting their needs. 

· Increased borrowing capacity and mitigated risks would allow the latent demand to emerge (whether through stand-alone lending or blending arrangements). Different actors (central governments, local governments, autonomous service providers and international financial institutions) have a role to play.
Key Questions in this session:

How can the gap between lenders and local authorities/utilities needing to borrow be bridged? What can the different actors do to increase the borrowing capacity of service providers? 

· How can the capacity of local service providers to attract finance be increased and maintained? In what ways can the borrowing capacity, creditworthiness and cashflow be built up? 

· How can local governments become more reliable financial stakeholders and allow their water utilities to become more creditworthy borrowers? Is ring-fencing an appropriate answer?

· Should local governments/water authorities be allowed to access private finance and under what circumstances? What financing policies can promote an easier transition from public to private sources of financing?

· What do financial institutions need to do to adapt their offer to the needs of the potential borrowers?

· What specific mechanisms to bridge the gap between those local governments/service providers that are financially too weak to be creditworthy and lenders?  

· How can the known risks (e.g., long payback, political influence over tariffs, operator incentives and capacity) be mitigated/managed – any new ideas? 
· Key Questions from the EIB Document (still to be fine-tuned) Sector reform versus sector financing: does the sector require reform before it can attract finance or is that financing is required to implement the reform measures? 
How can the capacity of local service providers to attract finance be increased and maintained? In what ways can the borrowing capacity, creditworthiness and cash flow be built up? What specific mechanisms to bridge the gap between those local governments/service providers and lenders?  How can the latter adapt to the different needs (size and tenor of loan, risk and price etc)?


	Confirmed convening organization(s) and contact information
	Organisers:

Session: 
European Investment Bank (EIB)

 


Contact: J.FRADE, N. SHAH, E-mail: n.shah@eib.org, 

Tel: 00 352 4379 82723

Topic:

AquaFed – Thomas Van Waeyenberge +32 2 234 7808

	Other associated organisations
	OECD; WB; AquaFed

	Session outline and time allocation
	Format:

Organisation

Chair: EIB (Frade?)

Rapporteur: AquaFed (Moss?)

10mn 
Introduction

60mn 
Field cases (this is still under debate)
presentations of cases (6mn each) where water service providers that were previously not perceived as creditworthy could get access to financial market.

Tentative list: 

ISKI (Istanbul), 

Phnomh Penh (efficiency+management), 

Jakarta (bond issue), 

Kampala (efficiency+management), 

Tamil Nadu (pooling+ring-fencing), 

New York city in the nineties (ring-fencing), 

Manila Water (credit-rating improvement), 

Amendis (Access to local market)

30mn 
Panel debate (no presentation)- Moderator needed

The panellists provide their answers to the above questions

Tentative list of panellists:

local governments: to be identified
service providers: Kampala NWSC (public) + AquaFed (private)

Banks: IADB (public) + Salans(private)

NGOs: WECF?

60mn 
Debate of the panel with the floor
10mn 
Debated conclusions – retained answers to the key questions of the session.

	Contributions received that will be included in the session (with a word or two about how they are included)
	There has been an extensive background document submitted by EIB (J.FRADE – Late October 2008) which basically gives background to the key questions outlined in this scoping paper. Next step: to integrate some of this extensive document and avoid overlap with Topics 5.2. and 5.3
N.Sjah and T. van Waeyenberge are to continue to work on this in the coming days (November 2008)

	Missing stakeholders
	

	Expected outcomes, impacts and follow-up linkages with events and initiatives after the Forum
	To be finalised


