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Inspiring service delivery

Increasing private sector participation in municipal water services

* DMunicipalities are constrained in terms of finance and
expertise to address many of the challenges they face

* In South Africa there is substantial expertise in the private
sector and the banks and pension funds are eager to increase
the proportion of their portfolios invested in public
infrastructure, and specifically water and sanitation
infrastructure

* Private sector investment in public infrastructure is feasible
where there is a sustainable revenue stream associated
with the investment, so that the private sector can get a
reasonable return on its investment — the project must be
‘bankable’

- Private sector involvement in municipal water and P‘:/'i’/"f sector
sanitation services is very low in SA compared to other S s

Bankable projects!

Private sector
« Skills, capacity

. . : . needs and expertise
middle-income countries, due to a lack of bankable projects SR Kl s
* In order to increase private sector involvement, it is necessary capacity
to bring properly packaged & bankable projects to the

* Lack o

f funding
‘x! Y

market — in terms of risk allocation, financing model, clearly
defined scope of work and performance measurements,
payment model and contractual arrangements
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Establishment of the Water Partnerships Office

DWS in partnership with SALGA and DBSA has established a National Water Partnerships Programme and
Water Partnerships Office (WPO) in the DBSA — in the spirit of Section 154 of the Constitution

WPO is a ring-fenced entity housed in DBSA, but owned by DWS
Steering committee chaired by DG: DWS oversees work of WPO
Roles of WPO are:

o To develop standardized national programmes for private sector participation in municipal water and
sanitation services, to make it easier, quicker and cheaper for municipalities to enter into partnerships,
without having to ‘reinvent the wheel’ for each partnership

o To support municipalities to participate in the programmes and prepare bankable projects — where
municipalities are lacking in the required expertise to undertake feasibility studies and financial structuring

o Where appropriate, facilitate blended financing, including participation by DFls
DBSA has received initial funding from NT to establish WPO, and receiving annual contributions from the DWS



NWPP SERVICE OFFERING

Centre of excellence

MONITORING, REPORTING &
CONTRACT MANAGEMENT

Mobilise funding, monitor and
report on implementation

TECHNOLOGY & INNOVATION

Centralise expertise to consider,
test and vet new technology and
innovation

COMMUNICATION

Manage public education and
awareness campaigns
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Policy and regulatory considerations
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BEST PRACTISE

Incorporate international best
practice & lessons learnt
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PROJECT PREPARATION

Project scoping, preparation and
design to create bankable projects
Create a pipeline of projects (supply
and demand)

PROCUREMENT

Centralised procurement of consultants,
contractors, operators via appropriate
procurement mechanisms such as panels
or framework contracts

STANDARDISATION

Standardisation of procurement
documents, contracting documents,
loan agreements, etc.
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Standardised programmes within the WPO

RAPID RESPONSE SERVICE OFFERING

Non-revenue Water Reuse Non-sewered Seawater Management
Water Sanitation Desalination Contracts

. - PBC

Comprehensive Further treatment Cocreate & Independent water Private sector
BRI EITE Eoe of municipal operationalize the producers provides
recovery Wastewater to fast-tracking and producing potable operational and
]E)orgl?;ianrgrgi enable it to be large scale water through management
T S A resold for other adoption of non- seawater support to W&S
over-consumption purposes e.g. sewered sanitation desalination in function in
and improving cost potable, industrial solutions in South coastal cities municipality
recovery or agricultural Africa

4 5 6

ECOLOGICAL INFRASTRUCTURE
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WPO Funding and strategic partners
-

PROGRAMMES DWS NT SECO GCF GF DBSA IFC Other
WPO Operations v v
NRW v
5 v v
rogramme (case by case)
Water Reuse v
. v v v v
rogramme (case by case)
Waste Water V4
Treatment v v
Programme (case by case)
v
NSS Programme v v
(case by case)
Seawater V4
Desalination v v
Programme (case by case)
Management
Contracts v v

Programme
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Progress update
PRIORITY PROGRAMME
NRW Programme design completed — standardized documents, models, etc. developed
NRW guarantee instrument designed — working on possible funding mechanisms
Tender document being drafted for the pre-qualification of PBC contractors to establish a panel of PBC contractors

Project pipeline:

Project Municipality Stage
PINK PBC project Ethekwini Metro Preparation
NRW PBC pilot project City of Tshwane Metro Preparation
NRW PBC pilot project Polokwane RFP closed
Preparing to appoint TA
NRW PBC pilot project Mangaung Metro Scoping completed

Preparing to procure TA

NRW PBC pilot project Buffalo City Metro Scoping completed
Preparing to procure TA

NRW PBC pilot project Nelson Mandela Bay Metro Scoping completed
Preparing to procure TA

NRW PBC pilot project 4 Gauteng Municipalities (Merafong LM, Rand  Scoping completed
West City LM, Mogale City LM, Lesedi LM) Preparing to procure TA
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Results of primary screening and detailed CRVAs

PRIORITY PROGRAMME

!mpact ofpopulation change lmpact of climate change ’";p;;;:"
MUNICIPALITY w(a:::rnsiepi:ly Calibration % Epousi(r’:(;mh Calibration % | C2liPration Total sZ:LT:-.nrfg Calibrated Final H . : :

o forswsase Catirationss| - ¥ | score (%) | Recommendation Primary assessments and detailed climate risk and
City of Cape Town . 0.29 5 10 5 20 68 88 Recommended H H
I oz - R : = - B ocormonics vulnerability = assessments  completed for 47
City of Johannesburg Bl o 10 B 1394 5 5 20 59 79 Recommended - en . . .
B oo 5 [ B um s 5 is &s 78| Recommended municipalities (8 metros and 39 intermediate city
Ekurhuleni [ ] 0.24 5 B 1012 5 0 10 63 73 Recommended
Buffalo City | 0.06 0 | 1.00 0 5 5 50 55 Not recommended Y It
Nelson Mandela Bay Bl o4 5 [ 10 5 20 61 81 Recommended munICIpa iues
Mangaung | -0.06 0 B 1507 [ 10 10 59 69 Not recommended
uMnlathuze B oso0 10 W o 5 5 20 52 72 Recommended
Ray Nkonyeni B 0.0 10 | 0.86 0 5 15 43 58 Not recommended 34 11 It If f f th t th GCF
Newcastle [ ] 0.21 B .07 5 5 15 50 65 Not recommended munlCIpa ies qua I y or turtner Suppor WI
The Msunduzi B o4 5 B 25 5 5 15 54 69 Recommended .
KwaDukuza [ N 10 [ ] 9.82 0 5 15 46 61 Not recommended fu n d N g
Alfred Duma 1 0.11 0 B 1054 5 10 15 55 70 Not recommended
Metsimaholo B o4 5 B 2513 5 5 15 61 76 Recommended
Matjhabeng | -0.05 0 1 -5.05 0 5 5 68 73 Recommended . gt . .
Maluti a Phofung [] -0.09 0 B 101 5 10 15 57 72 Recommended MunlClpalltleS that dO nOt quallfy can Stl” be Supported
Mogale City Bl o3 5 B 3045 5 5 15 66 81 Recommended .
Merstong iy o0 o | M e s 10 15 5 74| Feconmences by the WPO under the WRP, but not eligible for GCF
Emfuleni ] 017 5 ] 8.45 0 5 [ 59 59 Not recommended ’
Rand West Gity [] -0.09 0 B 1548 5 10 15 66 81 Recommended f d H rt
Emalahleni 1 -0.08 I 1w 5 5 10 64 74 Recommended un Ing Suppo e Metropolitan and
Govan Mbeki I os7 10 [ I 5 5 20 55 75 Recommended - | e wnviowe | Intermediate City
Steve Tshwete [ 124 10 B 2067 5 0 15 63 78 Recommended ; j ‘Fpm‘:g';ﬁf::'es
City of Mbombela [ ] 0.21 5 B 3577 5 5 15 57 72 Recommended |‘ Robrans  SADC couwles.
Bushbuckridge 1 -0.08 0 W 2718 5 10 15 63 78 Recommended Final Recommendation
Nkomazi ] 0.08 0 [] 9.86 0 5 5 57 62 Not recommended 3 Recom
Polokwane [ ] 0.20 5 H 2 5 10 20 68 88 Recommended A e
Ba-Phalaborwa | 0.05 0 B 2000 5 10 5 57 62 Not recommended | e
Thulamela | 0.02 0 B 1556 5 10 15 59 74 Recommended i
Makhado | -0.07 0 Bl 3308 5 10 15 71 86 Recommended
Lephalale I o055 10 o .35 5 10 25 52 77 Recommended
Mogalakwena [ ] -0.14 0 I 40.356 5 10 15 68 83 Recommended
Greater Giyani | -0.02 0 B 118 [ 10 10 61 71 Not recommended
Greater Tzaneen | 0.03 0 B 30.07 5 10 15 61 76 Recommended
Greater Tubatse/Fetakgomo Bl o4 5 B 3587 5 10 20 66 86 Recommended
Sol Plaatjie | -0.06 0 [ ] -22.25 5 5 0 55 55 Not recommended R
Enoch Mgijima 1 0.11 0 B 1036 5 5 10 63 73 Not recommended ol
King Sabata Dalindyebo B o 5 [ ] 9.64 0 10 15 50 65 Not recommended N gty
Drakenstein [ ] 0.24 5 B 10.52 5 5 15 64 79 Recommended
George | 0.04 0 .13 5 5 10 61 71 Recommended
Stellenbosch B o030 5 2131 5 5 15 68 83 Recommended I
Rustenburg [ M 10 - o5 10 5 25 68 93 Recommended A
City of Matlosana | -0.03 0 B 1686 5 5 10 68 78 Recommended
Local Municipality of Madiheng - 0.41 o) - 35.57 5 10 20 73 93 Recommended
JB Marks B o4 5 W 27 5 0 10 61 71 Recommended @CSIR ¢ imeex
Mafikeng Bl o4 5 I 36.80 5 10 20 68 88 Recommended
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WATER REUSE PROGRAMME

Expression of Interest launched
.

EXPRESSION OF INTEREST . F‘ntemial. access to GCF grant funding for

5. Eligibility criteria

| ——— T
E :

1. Overview of the WPO

The Water Partnerships Office (WPO) was established
following a partnership between the Department of
Water and Sanitation (DWS), the Development Bank of
Southern Africa (DBSA) and the South African Local
Government Association (SALGA). The role of the WPO
is to develop standardized programmes and assist
municipalities to prepare and structure bankable
projects within the standardized programmes for private
sector participation. The main objective of the WPO is
to create opportunities for the private sector to support
municipalities with the provision of water services.

2. Background and purpose of the WRP

The WPO and the DBSA designed a Water Reuse
Programme (WRP) for South Africa to support the
scaled preparation and implementation of water reuse
and reclamation projects across the country. The WPQO
in partnership with the DBSA completed the design of
the WRP and secured grant and concessional loan
funding of around R4.23 billion (USD235m @ R18/USD)
from the Green Climate Fund (GCF) for the scaled
implementation of water reuse projects across South
Africa.

The WRP includes a standardized approach and
includes various components:

+ Astrong focus on climate adaptation

* Ablended finance solution

+ Astandardized project preparation approach

* Communications, environmental, social and
gender focus

* Private sector participation in financing,
implementing, operating and maintaining the
infrastructure.

Programme

" ‘watar Partnerships Office

3. Why do we need to reuse and reclaim water?

SA is a water scarce country and is facing a projected
17% water deficit by 2030 — many cities in South Africa
are however already experiencing a water deficit.
Increasing climate variability is exacerbating this water
problem. Water & sanitation services are essential
basic services and an economic enabler; for public
health, social inclusion, economic growth and job
creation. The South African National Water and
Sanitation Master Plan (2018) makes a specific note of
the need to reduce water demand and increase water
supply through the “re-use of effluent from wastewater
treatment plants, water reclamation, as well as
desalination and treated acid mine drainage”.

A paradigm shift - from “waste” to valuable
resource

The WRP will suppert complete resources recovery
from municipal waste water treatment works and
support various archetypes including direct and
indirect potable use, industrial use and agricultural
use. Water reuse and reclamation projects will also
consider  energy  generation and sludge
beneficiation.

4. Support and funding available under the WRP

The WPO can assist municipalities and water boards
with the preparation, design and structuring of water
reuse and reclamation projects. Support includes the
following:

» Sourcing of project preparation funding for the
preparation and structuring of water reuse projects

preparation of water reuse projects

+ Potential access to GCF loan funding for water
reuse projectimplementation

+ Access 1o standardised documentation, terms of
reference, templates and models developed as
part of the WRP

+ Assistance with procurement of transaction
advisors, EPC and O&M, etc.

+ Accelerating regulatory and other approvals from
DWS and NT

* Support with the preparation, structuring and
design of water reuse projects

» Funding applications through the Infrastructure
Fund to the BFI at the National Treasury

Projects that meet the GCF eligibility criteria can benefit
from GCF funding support for project preparation
(grant funding available subject to co-funding secured)
or implementation (concessional loan funding subject
10 co-funding arrangements in place). Projects that do
not meet the eligibility criteria can still be supported,
however without GCF funding support, in which case
other options will be considered.

The funding available from the GCF includes the
following instruments:

* Agrant component of around R630 million (USD
35m @ R18/USD) made up as follows:

o Project preparation component of around
R540m (USD 30m @ R18/USD)

o Capacity building component of around RS0
million (USD 5m @ R18/USD)

+ Concessional loan component of around R3.6
billion (USD 200m @ R18/USD) - primarily
intended for capex and to lower the blended cost of
debt on qualifying projects

GCF funding is available on condition that co-funding
(both grant and concessional loan) are mobilized and
specific ratios and other conditions being met.

capacity bullding

Detailed criteria were developed to determine projects
eligible for support from the GCF funding for project
preparation and implementation. The eligibility criteria
include the following:

* Primary screenings and detailed climate risk and
vulnerability assessments (CRVA) to prove that
water scarcity in a project area / municipality is
driven by climate vulnerability

+ Secondary screening criteria:

o  WWTW design capacity >= 20 MU/d

o Regulatory compliance (chemical) > 50%

o Waste water treatment technology type: only
activated sludge plants (including MBR)

o Environmental safeguards: projects shall
comply with both GCF and DBSA
Environmental and  Social Safeguards
Standards, with only Category B and C levels of
impact being acceptable

o Financial viability: projects that move beyond
project preparation into implementation must
be financially viable

Primary screenings and detailed CRVAs have been
completed in 47 municipalities (8 metros and 39
intermediate cities) with 34 municipalities qualifying for
further funding support from the GCF. Municipalities
that do not qualify can still be supported by the WPO
from other sources (excluding GCF funding under the
WRP).

EXPRESSION OF INTEREST

Municipalities are invited to submit their water
reuse/reclamation projects and apply for support
from the WPO by responding to this Expression of
Interest.

The Expression of Interest form can be
downloaded from the DBSA website
application) and completed expressions of interest
can be submitted to wrpapplications@dws-
WDO.OrEza

Expressions of interest must be accompanied by:

1. A letter signed by the City/Municipal Manager
requesting support from the WPO under the WRP;
and

2. Any existing studies/reports done on the
reusefreclamation project (where available)

The WPO fecognizes 8nd appreciates the lunding support providsd by the Swiss Secretariat Tor Economic Aairs for projsct praparation and
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Progress update

WRP guarantee instrument being designed

Project

Umhloti and Umkomaas WWTW and reuse PPP project
Northern and Kwa-Mashu Reuse PPP project
Rooiwal WWTW and reuse project

Olifantsfontein WWTW and reuse project
Waterval WWTW and reuse project
Sebokeng WWTW and reuse project

Outeniqua Advanced Wastewater Treatment Plant
Pelsvale WWTW reuse project

Water reuse projects (x3) in Buffalo City

Water reuse projects (x3) in Nelson Mandela Bay

Maselspoort Reuse Scheme

Municipality

Ethekwini Metro
Ethekwini Metro
Tshwane Metro (working with ISA)

Ekurhuleni Metro (working with
Rand Water Services & ERWAT)

Ekurhuleni Metro (working with
Rand Water Services & ERWAT)

Emfuleni (working with Rand
Water Services)

George LM

Rand West City LM

Buffalo City Metro

Nelson Mandela Bay Metro

Mangaung Metro
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Stage

Implementation (RFP stage)
Preparation (feasibility completed)
Preparation (feasibility underway)

Preparing to procure TA

Preparing to procure TA

Preparing to procure TA

Eol submitted (Preparation)

Eol submitted (Scoping/pre-feasibility)
Eol submitted (Scoping/pre-feasibility)

Eol submitted (Scoping/pre-feasibility)

Preparing to procure TA

DESA

REPUBLIC OF SOUTH AFRICA

Qualifies for GCF
funding support

Yes
Yes
Yes

Yes

Yes

No

Yes
Yes
No
Yes

No
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Update on sub-programmes

e
Waste Water Treatment (WWT) Programme:
= Process underway to identify potential projects to be supported

= Use Green Drop Report as guideline — working in consultation with DWS
Seawater Desalination Programme:

= Advisor appointed to design the programme (with support from the IFC)
= Projects being identified
Non-sewered Sanitation (NSS) Programme:
= Funding secured from the Gates Foundation for the NSS Programme in the WPO

= |n discussions with Ethekwini and City of Cape Town Metros to support with pilot projects. Various other projects
being considered

= TA appointed for the design of the NSS programme and scale up strategy
Management Contracts Programme:

= Assisting Ethekwini with the design of a Management Contract

= Possible support for the design of Management Contracts in four other Metros



SOUTH AFRICAN LOCAL gw%
GOVERNMENT ASSOCIATION 9>

=.J& Water & sanitation
N

SALGA
LU\& )7  Waterand Sanitation
Inspiring service delivery REPUBLIC OF SOUTH AFRICA

=
WPO THANK YOU

WATER PARTNERSHIPS OFFICE
a partnership between DWS, DBSA and SALGA

Johann Lubbe Pr Eng
Head: Water Partnerships Office

12 johannl@dws-wpo.org.za
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