Access to EU funds as an incentive to move
towards regionalisation in water supply and
sanitation sector of Romania

Kyiv, 23 April 2009



Romania i administrative features

A21 584 365 inhabitants

SATU'  MARAMURES BOTGEANT A238 391 km?

HARE @Mmm_sucam' A8 development regions
SALAT

! NASAUE - A41 counties and Bucharest municipality
BIHOR . A320 municipalities and towns

L A2 854 communes

o | A12 591 villages
Source: Romanian Statistical Yearbook 2007
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Water management 1 issues to be solved

Increased water sources in critical in punctual critical areas:(e.g. Busteni,
Sinaia,Comarnic, Breaza, Baicoi, Ploiesti, Platforma Cotmeana )

Improvement of the water supply, sewerage and water treatments systems
infrastructure

Extension of the district water supply and sewerage systems in rural localities

Improvement of the water quality by reduction of the pollution caused by
hazardous substances discharged into the aquatic environment

Flood and droughts effects mitigation

Control of torrents, soil erosion and land degradation

Use of water power potential level

Protection of the Black Sea coast against erosion and beach rehabilitation



Romani aodos obligations
after the EU - accession

A 1 January 2007 i Romania joins the EU
Romania transposed the environmental acquis
All new investments should comply with the environmental acquis.

A Transition period for water/ wastewater
, 201571 263 agglomerations with more than 10,000 p.e.
, 201871 2346 agglomerations between 2,000 - 10,000 p.e.
, 201571 compliance with quality parameters for drinking water
Romania 1 sensitive area, advanced treatment



Water sector (1)

By 2004

i Urban area - about 230 small and medium towns (of 276) had not managed to attract
financing from either IFI or private sector.

i Ruralareai limited investments for DW infrastructure, but most of the villages lack
centralised water systems
Major problems linked to water services in smaller agglomerations:
i Inappropriate maintenance and operating services

i High volume of unpaid consumed water due to leakages in the networks and deficient
payments collection

i Lack of investments for rehab./extension of water infrastructure

i Lack of experienced staff for promoting, management and implementation of large
scale investments

i Inefficient management of the operating, maintenance and personnel costs

i Unclear roles and responsibilities of institutions/authorities involved in management of
public utilities

i Inappropriate institutional framework



Water sector (2)
S

Priority Axis 1 - Extension and modernization of water and wastewater systems

Indicative operations

Construction/modernization of water sources intended for
the drinking water abstraction;

Construction/rehabilitation of water treatment plants
Extension/rehabilitation of water and sewerage networks.
Construction/upgrading of wastewater treatment plants
Construction/rehabilitation of sludge treatment facilities

Metering, laboratory equipment, leakage detection
equipment, etc



Water sector (3)
S

The most demanding environmental sector

19 billions Euro T total estimated investment costs for
compliance with EU Directives

Approx. 8.6 billions Euro needed by 2013; 4 billions Euros
available within SOP framework (EU and national co-financing)

Optimisation of investment cost at macro level T a must
Regionalisation i part of the solution
Strategy

Development of regional projects - joining more agglomerations in the
same geographical area with the aim to optimize the investment and
operational costs

i AoM, ROC 1 pre-requisite for EU financing
Building on previous experience (MUDP, ISPA, SAMTID)
i Reliable ROC i key



Status of drinking water and sewage
Infrastructure

Drinking water supply network in 2006: localities with d.w. installations i 1999
of which municipalities and towns i 317

Total lenght of network of d.w. installations: 50 821 km

Drinking water supplied to the users: 1 070 mill. mc of which for the households
use 652

Localities with public sewerage installations 7 708, of which municipalities and
towns 308

Total lenght of sewerage pipes: 18 602 km

Source: Romanian Statistical Yearbook 2007



Population access:to the water-supply

Long term objective
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Distribution of implementation costs

Implementation costs for the most expensive
environment sectors (MEuro)

1044 3107

B Air

B Waste
O Water
O IPPC

18279




Pre-Accession Programmes

Priority Axis 1 - Extension and modernization of water and wastewater

systems

Indicative operations

Construction/modernization of water sources
intended for the drinking water abstraction;

Construction/rehabilitation of water treatment plants

Extension/rehabilitation of water and sewerage
networks.

Construction/upgrading of WWT plants
Construction/rehabilitation  of sludge treatment
facilities

Metering, laboratory equipment, leakage detection
equipment, etc



2007-2013 Financial Perspective
S

X

X

National Development Plan: Priority Axis 31T Protection and
Improvement of environmental quality

National Strategic Reference Framework: Priority 2 i
Development of infrastructure at European standards
7 Operational Programs:

Human Resources Development

Development of Administrative Capacity

Environment i 5,2 billions Euro

Transport

Competitiveness

Regional Operational Programme

Technical Assistance

< < < < <K< < <



NSRF financial table
«

Operational Programme of the Structural Funds
under the Convergence Obijective plus the Cohesion Fund
(19.213 billions Euro)

NSRF Allocation by Operational Programme

O Human
Resources W Administrative
Development Capacity [ Competitiveness
B Technical 18.1% 1.1% 13.3%
Assistance
0.9% B Transport
[ Regional Infrastructure

19.3% 23.8%

O Environment
23.5%



Correlation between NSRF, NDP and SOP Environment

NSRF

Priority 27 Development of infrastructure at European standards

LONG-TERM
OBJECTIVES

NDP

Priority Axis 31 Protection and improvement of environmental quality

Global Objective

SOP ENVIRONMENT

I Improvement of living standards and environment,

focusing in particular on meeting the environmental acquis

Specific Objective 5

Specific Objective 1
Improve the access
to water infrastructure,
by providing water supply
and wastewater services
in most urban areas
by 2015

Specific Objective 2
Improvement of soil quality,
by improving
waste management
and reduction in the number
of old ecological burdens
in min. 30 counties by 2015

(3,266 bill Euro i CF)

(1,167 bill Euro i ERDF)

Specific Objective 4
Protection
and improvement
of biodiversity
and natural assets
by supporting

Specific Objective 3
Reduction of negative
environmental impact
caused by old municipal

thermal plants
in most polluted localities
by 2015

(458 mil Euro i CF) (214 mil euro i ERDF)

NATURA 2000 implementatiol

Reduction of the incidence
of natural disasters
for the population,
by implementing
preventive measures
in most vulnerable areas
by 2015

(317 mil Fura -CF)

Priority Axis 5

Priority Axis 1

xtension and modernizatio|
of water and waste water

infrastructure

Priority Axis 2
Development
of integrated waste management

systems
and rehabilitation
of old ecological burdens

Priority Axis 3 . _
Improvement Priority Axis 4
of municipal heating systems

in selected priority areas

Development of management
systems for protected areas

Implementation
of adequate
infrastructure
of natural risk
prevention
in most vulnerable
areas




Regionalisation (1)

. 200171 new legislation on Local Public Administration i
obligation to organise the local public services efficiently
and adequately (each municipality)

., Only about 30 larger municipalities attracted funds for
capital investment programmes for rehabilitation of
water infrastructure

., Intotal, only about 50% of urban population benefit from
major investment programme 1 not sufficient to meet
compliance with EU acquis



Regionalisation (2)

By 2004

i Urban area - about 230 small and medium towns (of 276) had not managed to attract
financing from either IFI or private sector.

i Ruralareai limited investments for DW infrastructure; most of the villages - no centralised
water systems
Major problems linked to water services in smaller agglomerations:
i Inappropriate maintenance and operating services

i High volume of unpaid consumed water, mainly caused by leakages in the networks and
deficient payments collection

i Lack of investments for rehabilitation/extension of water infrastructure

i Lack of experienced staff for promoting, management and implementation of large scale
Investments

i Inefficient management of the operation, maintenance and personnel costs

i Unclear roles and responsibilities of institutions/authorities involved in management of
public utilities

i Inappropriate institutional framework



Regionalisation (3)
S

Regionalisation i the key element for improving the quality and cost
efficiency of the local infrastructure of water and water services with
the aim to:

- fulfill the environmental objectives

- ensure the sustainability of investments, operations and developments
strategy of water sector on long term and

- ensure the equal regional development

Regionalisation process is based on the reorganisation of the existing
public services owned by the municipalities. This is based on three
institutional keys:

v Association of Intercommunity Development
v Company of Regional operator
v Delegation Contract for Services Management



Regionalisation (4)

Targets:
Improved operation of existing regional systems
Investment planning
Optimisation of available resources
Capability of meeting EU Directive on water quality
Improved management performance
Access to EU investments
Improved water quality

Improved water supply
More water metering

A Limitation of political involvement in the supply of water and wastewater
services

A Regional Operator as the mechanism for providing services to small
communities

A Availability of more similar companies for benchmarking comparisons



Regionalisation (5)

Actions
Regionalisation of water services - mainly supported by pre-accession

programmes:
1 Phare TA project - SAMTID for 11 counties
Limited investments in drinking water infrastructure and
reorganisation of local water services
A 2 I1SPA TA projects T FOPIP for other 25 counties

Project preparation in parallel with institutional building support
for water companies (regionalisation)

PHARE, ISPA funds: support the local authorities in establishing
strong and viable regional operators in the water sector for an
adequate implementation of the projects and an efficient operation of
the utilities network built with European funds.



Regionalisation (6) T In-house approach

General Objectives

Granting Aut!orlty

Strengthen the
Intercommunity
Cooperation for
Regional
Development in
Water and
Wastewater
sectors

Strengthen
ROC efficiency
& improve
investment
capacities in
Water and
Wastewater
sectors.

Specific Actions

Set up of an AoM/IDA for
regional water and wastewater
utility development and control

Set up of a Regional

Operating Company (ROC)
created from the individual
municipal existing services

Set up an unique Delegation
Contract for Water and
Wastewater investment and
services at regional scale with
the ROC (direct delegation
allowed as exception from
procurement law)

Issues

AoM/IDA has the power to
exercise, on behalf of the LPA,
their public competences
(decision-making, control,
monitor) related to the water
services

ROC shareholders

AoM/IDA has the power to
exercise, on behalf the LPA, their
rights and obligations as
shareholders of ROC

ROC activity

The sole activity of ROC 1 water
and wastewater services i is
carried for the granting authority
according to the delegation
contract




Building capacity programme (1)

Overall objective: Support the Romanian Government to implement an
integrated multi-annual capital investment programme with the aim to improve
standards of municipal water and wastewater services by creating efficient,
financially viable and autonomous integrated regional service providers able to
plan and implement long term investments, in conformity with National
Development Plan (NDP) and EU policies and practices.

Designed programmes intended to support LPA to:

i access to international financing in small and medium agglomerations for
rehabilitation/modernisation of water infrastructure

i promote self sustainable regional utilities by introducing principles of cost
recovery and efficiency of public services



Capacity building programmes (2)
S

A Designed to provide links major investment programmes in water infrastructure and
include:

Investments components that reduce costs, improve efficiency and basic services:
i Meter installation programmes
i Pressure and flow monitoring
i Reduction of unpaid consumed water volume
i Reduction of infiltrations in the sewerage systems etc.

training for the LA: use external grants/loans and improve their capacity to plan their
investment in municipal infrastructure on sustainable basis, by introduction of financial and
operational discipline.

The definition of relationship between LA (as owner of assets) and operators in the form of
contracts for delegated services i in line with Romanian law and European practices.



Capacity building programmes (3)
S

Access to EU funds i an incentive to move from a
large number of weak services providers to a limited
number of big and strong operator, capable to
provide services at affordable levels of tariffs, but
ensure full cost recovery and loan reimbursement for
local authorities



Reglonalisation status in

water/waskeuater sectorfoa Legend
s A G i
* L * ROC - formally established, but not ..(
NI« T

A

operational

Advanced work regarding
regionalisation (Association agreerae nt ‘
for ROC set-up - signed)



