European
Investment
Bank

The €A ;Mé_

Water in EU external action instruments

Brussels, 15 November 2016
Harald Scholzel , Water and Waste Management Division, Projects Directorate

16/11/2016 European Investment Bank 1




", vt The EU bank

The €A Zué'

« Natural financing partner for

the EU institutions since 1958
« Around 90% of lending is

: within the EU, 10% outside

« Shareholders: 28 EU Member

States

1 °© Headquartered in

. Luxembourg and 30 local
offices

= Largest multilateral lender

= Euro 80 billion (signatures
2014)

= Euro 4 billion in water/year
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| . The EIB: capital breakdown

Germany France Italy United Kingdom Spain Belgium Netherlands Sweden Denmark
16.111 % 16.111 % ‘ 16.111 % 16.111 % 9.666 % 4.466 % 4.466 % 2.963 % 2.261 %
Austria Poland Finland Greece Portugal

2.217 % 2.062 % 1.274% 1.211 % 0.781 %

Czech Republic Hungary Ireland Romania Croatia
0.761 % 0.720 % 0.565 % 0.522% 0.366 %
Slovak Republic Slovenia Bulgaria Lithuania Luxembourg Cyprus Latvia Estonia Malta
®
e
0.259% 0.240 % 0.176 % 0.151 % 0.113 % 0.111% 0.092 % 0.071 % 0.042 %
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"’ e - The EU Water Bank

The EL 5M(¢‘

 The EIB is possibly the largest lender in the water sector . During 2011-
2015:

« EUR 17 bn in signatures towards investments of EUR 56 bn
* Leverage effect: 230%

‘\‘\‘ M EU Member states

B Mediterranean countries M Burkina Faso
® Russia, E.Europe,Sth. Caucasus W Lesotho
m ACP States = Mall

H Niger

EUR 16.9 bn m South Africa EUR 465.7 m
in ACP
En 2010-2014 = seychelles

W Candidate countries

® Tanzania
 Latin America

= Uganda
 Potential candidate countries = Zambia

Asia (excl. Central Asia)
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European . .
"' SR EIB lending in the ACPs: Our Mandate
Bank g
The EU bank |
 ACPs: the oldest development cooperation mandate entrusted to the EIB
(1963).
« Since 2000, it is called the Cotonou Agreement
« EIB’s role focuses on Financial Cooperation:

Managing the Investment Facility (funded by EDF with a total capital
endowment of around EUR 3.6 bn) & lending from its own resources
with MS guarantee (around EUR 2.6 bn for 2014-2020)

* For the water sector the main policy drivers for EIB interventions are:

sustainable access (SDGs) and

environment (including Climate Action)

R L .
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JJ| 55 . Lending outside EU in 2014: EUR 8bn
Bank ey ot (EIB signatures)

EFTA &
Enlargement Eastern

\ EUR 7 V4 Countries Neighbours
’\9‘a b” EUR 2 5bn tur 1 2bn

European Union i

EUR 8bn : £ e
EUR 69n Qutside EU Padf?:n

South Africa
EUR T.26n

Southern
Neighbours

EUR 1 .7bn
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E)IW mexment  HOW EIB supports ACP final beneficiaries

Bank The €U )
EIB Flow of funds FINAL BENEFICIARIES
4 ) & A
Public sector and
Direct lending corporates
. J
4 I
4 N\
‘ Local bank
Investment ocal banks Medium enterprises
Facility N J
- N - <
Own y ~
Microfinance Institutions
resources SMEs
o %
- ~ N ~
4 N\
‘ private Equity
Micro-enterprises
\_ - N J

Technical assistance
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"’ . What is water security?

The €L 5M(¢'

UN Water 2013: Security for
Good households: Transboqndary
govel’nance universal COOperatlon

The capacity of a population access

to safeguard sustainable
access to adequate
quantltles of acceptab!e_ Natural n
guality water for sustaining 5 security:
livelihoods, human well- P R reS|I|er_1ce and
being, and socio-economic attractiveness
development, for ensuring Wate_r

protection against water- Security

borne pollution and water-
related disasters, and for Peace,

preserving ecosystems ina  ESJELIIIAY; Finance

climate of peace and political _ _
stability. Security for Security for

the the
A complex challenge environment economy
that depends on factors

external to the water _ _
domain innovation

Urban

European Investment Bank
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*some EIB financed projects

g Ager Tunis © =l
o= wsa o Kampala: EUR 215m
e g I AMasCus
2 T _wMasterPlgn Water (2040): ~EUR 1bn
Cair
. - Kw/a4 t City
,,,,, ‘ ALGERIA
HBYA EGYPT =
o =% Riyadh LAbu DI
SAUDI ARABIA \uAe/ +ll
\ [ < Red
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e NIGER SUDAN
CHAD -Kh.uloum
N'Djamena A
5 5ak
NIGERlA

Lusaka (Sanitation): ELIFg“z‘SQm W; A
EUR 156

Chingola:
Lusaka Planning(2040): ~

\

Maseru: EUR 300m

Elotran

“Abo uja

SOUTH SUDAN /

Juba

KENYA

ZIMBABWE “
NAMIBIA /
Windhoek _ BOTSWANA
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. % Maputo
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Bloemfontein : Maseru
ecpd
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 Cape Town

. Nairobi

" _Mwanzai EUR 70m
“.Master Plan Water (2040): ~EUR 200m

EUR 50m
EUR 56m
LiIongwe\PIanning(2040): ~EUR 300m
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R European
| Investment

= aai Challenges

* Population increase and climate change form a
negative feedback loop each exacerbating the
iImpact of the other

* Investment decisions must be taken under high
levels of uncertainty

» Cost to achieve (fairly arbitrary levels of) water
security in Sub-saharan Africa are ginourmous

* The human resources necessary to implement
the investments are not available — not in-
country, not in IFI's, not In the private sector.

European Investment Bank
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|| 5= .. Our instruments in a
v -y The EU bant | ]
complex environment

1. Investment loans => money

2. Technical Assistance

Try to adapt our financing to the complex situation but there’s
very strong limitations.

The answer to the increasingly complex project challenges
appears to be to adjust the technical assistance instrument.
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|| e . Figures on TA

| Bank The €U bat

* As of this moment the EIB has committed approx. EUR 63
m in TA out of an envelop of EUR 170m

« The individual TA assignments are growing in size and
complexity

« They now combine complex technical activities with
project management, environmental and social
compliance activities.

a) In a nutshell the results are not impressive
0) and there’s probably nothing new about that

16/11/2016 European Investment Bank Group



|| we=e . What can be done?

* Finance only less complex projects

« Strengthen our promoters — build more capacity

- Change the way we procure complex technical assistance
« Change the composure of TA teams

* Where possible replace (expensive) TA with long-term
placements?

« Get more commitment from consulting companies

* Introduction of improved monitoring and self-evaluation
iInstruments
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QIW Bank o atiee - ThANK you for your attention!
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