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1.  Major Developments in 2000 and 2001

A.  Privatised water and sewerage concessions in Central and Eastern Europe, October 2001

	Country
	Concession
	Company
	Multinational
	% owned
	Year

	Armenia
	Yerevan (management contract)
	Acea &
Company Armenian
Utility S.c.a.r.l.
	Acea
	55
	2000

	

	Bulgaria
	Sofia
	Sofijska Voda AD
	International Water/United Utilities
	50
	2000

	

	Croatia
	Zagreb 

(BOT)
	Zagrebacke Otpadne Vode doo
	RWE Aqua /

SHW Hoikter Wassertechnik
	100
	2000

	

	Czech republic
	Prague
	Prazske vodovody a kanalizace (PVK)
	Vivendi/Anglian Water
	66
	2001

	
	Brno
	Brno VaK
	Suez-Lyonnaise
	31
	

	
	Ostrava
	Ostravke VaK
	Suez-Lyonnaise
	40
	

	
	
	Jihomoravske VaK
	Suez-Lyonnaise
	34
	

	
	Karlsbad
	Vodarny Karlovy Vary
	Suez-Lyonnaise
	49.8
	

	
	
	Severomoravske VAK
	Suez-Lyonnaise
	45
	

	
	
	Severomoravske VAK
	Anglian Water
	53.4
	1999

	
	Southern Bohemia
	VAKJC
	Anglian Water
	92.7
	(1999)

	
	North Bohemia
	SCVK
	Vivendi
	43
	1999

	
	
	Aqua Servis
	Vivendi (via SCVK)
	27.2 
	1998

	
	
	VaK Kladno-melnik
	Vivendi (via SCVK)
	17.7
	1998

	
	
	VaK Mlada Boleslav
	Vivendi (via SCVK)
	22.9
	1998

	
	
	SVS
	Vivendi
	100
	1998

	
	
	Vodospol Klatovy
	Vivendi
	100
	1999

	
	
	AQUA Příbram
	Vivendi
	100
	1999

	
	
	VOSS Sokolov
	Vivendi
	100
	1998

	
	Pilsen
	Vodarna Pilsen
	Vivendi
	98
	

	
	Olomouc
	
	Vivendi
	
	2000

	
	Sumperk
	Sumperska Provozni Vodohospodarska Spolecnost (SPVS)
	Suez Ondeo
	82
	2001

	

	Estonia
	Tallin
	Tallinna Vesi
	International Water/United utilities
	50.4
	2001

	

	Hungary
	Kaposvar
	Eaux de Kaposvar
	Suez-Lyonnaise
	35
	

	
	Pecs
	Pecsi Vizmu
	Suez-Lyonnaise
	48
	

	
	Budapest
	Budapest Water
	Suez-Lyonnaise/RWE
	25
	1998

	
	Budapest
	Budapest Sewerage
	Vivendi/Berlin Wasser
	25
	1998

	
	Szeged
	Szegedi Vizmu
	Vivendi
	49
	1994

	
	
	
	
	
	

	Poland
	Gdansk
	SAUR Neptun Gdansk
	SAUR
	51
	1992

	
	Bielsko Biala
	Aqua SA
	International Water/United Utilities
	25
	1999

	

	Romania
	Bucharest
	Apa Nova Bucuresti SA
	Vivendi
	100
	2000

	
	Ploiesti
	Apa Nova SRL
	Vivendi
	80
	2000

	
	Timisoara
	Aquatim
	Suez-Lyonnaise
	51
	2000

	

	Slovenia
	Maribor

(BOT)
	Aquasystems d.o.o
	Suez-Lyonnaise/

Steweag
	100
	1998


Source: PSIRU database

B.  Municipal water companies restructured, not privatised, in Central and Eastern Europe, October 2001

	Country
	City
	Water company
	Date of restructuring
	Investment finance from

	Poland
	Lodz
	(Lodz water company)
	1994
	Polish National Environmental Fund;

EIB (2001)

	

	Hungary
	Debrecen
	Debreceni Vizmu
	1994
	Commercial bank, EIB, EBRD;

EU ISPA, government, self-financing (2001) 

	

	Moldova
	Chisinau
	Chisinau Water Services Company (CWSC)
	1997
	EBRD

	

	Latvia
	Riga
	Riga Water Company
	1996
	EBRD, EIB, Finnish Ministry of Environment, SIDA;

EBRD (2000) 

	

	Lithuania
	Kaunas
	Kauno Vandenys

(Kaunas Water)
	1995
	EBRD, NEFCO, EU-PHARE, Finnish Ministry of Environment, SIDA, Lithuanian government, City of Kaunas, Kauno Vandenys;
EBRD (2001)

	
	Vilnius
	Vilniaus Vandenys (Vilnius Water)
	1998
	Polish and German commercial banks (2000)

	

	Russia
	St. Petersburg
	St. Petersburg Vodokanal
	1998
	  (EBRD, SP Vodokanal, NIB, NEFCO, Danish, Finnish, German and Swedish governments, 1997)
Finnish and UK governments, SIDA

	

	Russia
	Kaliningrad
	Kaliningrad Vodokanal
	1999
	EBRD, SIDA, DEPA, NIB, NEFCO



	

	Poland
	Bydgoszcz
	MWiK
	2000
	EBRD, EU ISPA


2.  Trends and developments by country: Privatisation

A.  Bulgaria: Labour problems following Sofia water concession to IWL
Sofijska Voda is the water company of Sofia, created following the privatised concession awarded in 2000 to International Water. 

The company is a joint venture, partly owned by International Water and partly owned by the municipality of Sofia. As it often happens with International Water, United Utilities will operate the infrastructure under a separate contract. However, UU Annual Report 2000 presented UU and IWL as forming a consortium which would operate Sofijska Voda. UU also presented Sofia as being part of its expansion strategy in Eastern Europe (UUAR2000, p. 26)

In August 2000 the Bulgarian unions reported that there were major problems with International Water because they were refusing to agree to transfer contracts of employment, and wanted to put permanent employees onto fixed-term contracts.

In April 2001 these problems persisted. International Water was constantly postponing negotiations and refusing to sign a collective agreement protecting workers pay and conditions, while continuing to cut jobs.

Public Services International (PSI) protested to the company on behalf of the Bulgarian trade unions, and demanded urgent observation of ILO conventions 87 (freedom to organise) and 98 (collective bargaining)
.

B.  Bulgaria: Sofia water privatisation, lack of transparency and price rises

On 30th March 2001, the Bulgarian Federation of Consumers took court action requesting that Sofia city council’s decision to increase water tariffs to consumers by 25.5% be revoked
. And that an injunction was issued to stop the concessionaire charging the augmented tariffs to consumers. The city council approved the hikes on 19th February 2001 upon a proposal submitted by Sofijska Voda. International Water argued that the increase was justified by the inflation rate and the introduction of a state fee, set at 17% of water tariffs
.

However, consumers claimed that the increase decided three months after the concession award was against what provided for by the contract. This explicitly stated that tariffs would not be changed in the first three years of operation. And International Water succeeded in the bidding procedure against Vivendi and Suez Lyonnaise because it had undertaken not to increase water prices in the first three years
. Consumers also requested that the “classified addendum” to the contract should be disclosed and questioned the municipality promises that the privatise operator would “would replace and upgrade some 100 km of the town's water-and-sewerage network per year”, dubbed as “totally unrealistic”
. 
C.  Czech Republic: Vivendi/Anglian win Prague water - bid could double water rates  

In January 2001, Vivendi Water was awarded a 13-year concession to operate water supply and sanitation in Prague (1.2m inhabitants), Czech Republic. Vivendi also acquired a 66% equity stake in Prague's water company PVK for EUR 174m. Anglian Water was part of the Vivendi-led consortium and would provide assistance on "the technical side of the contract".

Expected yearly revenues from the concession were estimated at EUR 110m. The agreed investment programme included "a rapid reduction in leakage", improving wastewater treatment, "an ambitious personnel training program" and introducing "modern" customer services. In June 1999, the EIB had issued a 15-year EUR 50m loan to the City of Prague to finance leakage reduction and improvements to the "efficiency and profitability" to wastewater treatment plants. 

Vivendi expected price increases to be contained to inflation levels in three years
. However, Vivendi was bitterly criticised by competitors Suez-Lyonnaise, International Water/United Utilities for putting forward an excessively high bid, three times higher than experts’ estimates, which would cause water rates to double from the current value of Kc 33 per cubic meter.  Vivendi was also alleged to overprice the estimated costs of investments required to comply with EU legislation - Vivendi estimated that the reconstruction of a water treatment plant would cost $120m as opposed to $30m projected by both Suez and International Water
.
 

Vivendi justified the high bid with the strategic importance of the Prague concession as a base for further expansion in Central Bohemia. The first expansion would take place at the beginning of 2002, after completion of a restructuring aiming to reduce the number of plants from seven to three and cut its workforce.  PVK would in fact cut 100 of its 2,000 employees and a further 100 workers would be dismissed in 2002
.
  

· International comparison of Prague water privatisation and the French experience

Prague water privatisation is somehow reminiscent of the international experience, with particular reference to France and Hungary in the light of the fiscal motives of privatisation (see Grenoble, St. Etienne, but also Lyonnaise and RWE in Budapest). As Prague consumers see their water rates double, they would not only be affected by a form of “hidden taxation”, but also by indirectly having to subsidise Vivendi’s expansion in Central and Eastern Europe. In fact, Vivendi justified its high bid (Kc 6.1bn as opposed to Kc 3.1bn offered by IWL/UU and Kc 2.6bn put forward by Suez-Lyonnaise), as “Prague was a strategic investment which was worth the money and which could help the company win stakes in other water distributors in the region”
.
Furthermore, allegations that Vivendi inflated the costs of the necessary investments are reminiscent of Vivendi’s practice in Paris which was criticised by the Chambre Régionale des Comptes in its 2000 report. Vivendi declared it had invested FF 90m in 1996 and FF 90m in 1997, while as a matter of fact it respectively spent FF 58m and FF 69m
.  
D.  Czech Republic: Suez wins Sumperk concession 

In June 2001, Suez bought 82% of Sumperk water company SPVS (Sumperska Provozni Vodohospodarska Spolecnost). SPVS provides water supply and sanitation to 120,000 people in 40 communes in Moravia. In 2000, it had sales of EUR 6m and employed 200 workers
.   
E.  Czech Republic: Suez wins contract to build Brno purification plant

In June 2001, Suez won a EUR 60m contract to build a water treatment plant at Brno
. Suez already held a 31% stake in local water supplier Brno VaK.

F.  Estonia: Financial manipulations of Tallinn water by International Water 

In January 2001, International Water, a 50-50 joint venture between Italian-based Edison SpA and the US-based Bechtel, together with United Utilities International acquired a 50.4% stake in AS Tallinna Vesi for EUR 80m. Tallinna Vesi provides water services to the Estonian capital Tallin.

A large part of the proceeds from the sale would be used to support the Tallin budget and would enable the municipality to avoid borrowing. The council decided to use more or most of the revenue from the sale to reduce the city council's borrowings: instead of the EKr280m originally planned, no less than EKr641.2m would now be paid into the municipal budget. 

The water company was to receive a corporate loan of C22.5m from the European Bank for Reconstruction and Development (EBRD), consisting of C15.5m to refinance an existing sovereign-guaranteed loan and C 7m of additional financing
.

The privatisation was controversial due to financial manipulations of the water operations by the foreign operator, relating to surcharge for water drainage, price increases, dividends payment and the remuneration of the supervisory council
.

· Surcharge for surface drainage (May 2001)

In May 2001 Tallinna Vesi demanded that the city council agree to pay 41 million kroons this year and 48.4 million kroons in the next four years, or a total of 235 million kroons (USD 12.8 mln) in five years.

The council never paid the water company for this when it was municipally owned, on the basis that the cost of this was included in the water tariffs.  The tariffs already covered surface water drainage and so it would mean paying double for one and the same service.

The company claims extra payment, referring to a law introduced several years ago, according to which water tariffs shouldn't contain any sums not directlty connected with the given service.

· 50% water price increase in 4 years (May 2001)

The rates of water in Tallinn will rise 50 percent by 2005, according to the business plan of the Tallinn water. The privatisation agreement allows the new owners to rise the price equal to that of the consume price index (8-10 percent) in the first two years and 15 percent in 2004 and 2005.

The company and the council argue that this is necessary in order to finance future investment in sewerage works. 

The city council consumers protection commission had not been granted enough time to study the pricing calculations, the commission member Sirje Runge said.

· $10m dividends taken out of company after 6 months in private hands (May 2001)

In May 2001 he supervisory council of AS Tallinna Vesi (Tallinn Water Co) recommended that the shareholders' annual meeting pay out in dividends 182 million kroons (US$ 10.3m) out of the profit for last year and previous years' retained profit. The Supervisory Council of Tallinna Vesi also agreed the last year's financial report, according to which the company earned 24 million kroons of profit on 438 million kroons of sales in 2000.

Tallinna Vesi board member Rain Tamm said the reason for the payment of such a large sum of dividends was the obvious overcapitalization of the Tallinna Vesi balance sheet and the large amount on idle money on the bank account: "European water companies have on the average of 47 percent of borrowed or external capital and 53 percent of shareholders' capital. In Tallinna Vesi, that proportion was very much in favour of the shareholders' capital and payment of dividends was a good means to change it".

When it bought Tallinn Water, International Water UU paid 641.2 million kroons to the city of Tallinn, and transferred 686.8 million kroons into Tallinn Vesi's account for subscription to 30 million new shares.

· Board members offered $1,000 per meeting (March 2001)

International water proposed that members of the supervisory council of Tallinn Water  should each be paid $1,000 US dollars for participating in each meeting -- about 100,000 kroons (USD 5,966) a year, according to the the daily Aripaev.

Nikolai Maspanov, representative of the City of Tallinn in Tallinna Vesi's council, confirmed that this had really been said at the meeting on March 1.  Another member of the Tallinn City Council on the Tallinna Vesi supervisory council, businessman Toivo Ninnas said he categorically refused to accept the 1,000 dollars. "I don't want to become a political corpse," he added.

At the same meeting, the new owners offered to fly them all to London. The Tallinna Vesi supervisory council has seven members. The previous board members were dismissed in January and replaced by executives of International Water and their advisors.

· City Council concedes water price rises (January 2001)

The city council originally declared that it would not permit a rise in the price of water in 2001 - it had not risen since 1998. But in January the council was forced to back down as the company's right to increase prices was built into the signed agreements.

G.  Hungary: Szeged municipality renegotiates with Vivendi after dismissal attempt 

In February 2001, it was reported that the city council of Szeged had reached a negotiated agreement with Vivendi over water after a long confrontation over termination of the contract.

According to the agreement, the southern Hungarian town of Szeged and VivendiWater Hungary will sign a contract extending their cooperation for a further six years, until 2015, when the original 15-year concession expires. The water utility, which has supplied Szeged without being formally registered in Company Court, will be turned into a stockholders' company. The local city council's share in Szeged Water Works Rt will be 51%, and Vivendi Water Hungary will hold 49%. Vivendi Water will manage the utility, while in the board of directors and in the supervisory board the representatives of the municipal government will hold the majority. 

Previously, in 1999, the council had decided to terminate the concession to Vivendi’s subsidiary, and take back the operation of the water company in-house (with the establishment of Szeged Water Works Operation Company). This would have been the first time that a water privatisation was reversed in Central and Eastern Europe. However, the city council decided to come to an agreement with the French multinational after this had resorted to international arbitration.    

The key issue in Szeged is the extension of the sewerage system, which currently serves 65% of the population. The city council wants to extend it to provide 80-85% coverage. This work has already been financed by the city council taking out a loan, and obtaining government support.

In order to pay for the new HUF 1.5bn sewage treatment plant with a daily capacity of 40,000m3, the city of Szeged has taken out a HUF 700m loan and tap HUF 280m from the central government. In October 1998, the City Council was also planning to spend HUF 1.5bn in the construction of a pre-sedimentation and a sludge treatment plant, first, and HUF 3bn in the extension of the pipeline network so to reach 80-85% of the population (from the current 65%), secondly. 

One of the advantages of dismissing Vivendi was that the city council would be able to invite competitive tenders for the works, instead of being forced to give the job to Vivendi . The development would also receive finance from the EU’s pre-accession fund, ISPA.

The privileged access to the works contracts appears central to the economics of the Szeged concession. A separate works company had been established (70% owned by Générale des Eaux; 30% owned by the City of Szeged), with exclusive rights to works contracts issued by the water company. The water company has been paying the works company a fixed annual fee, which has been described as "very high", to carry out all the maintenance work. This arrangement implied that a substantial share of profits made by the water company could be passed through to the works company. The local authorities have expressed the opinion that putting works contracts systematically out to tender is "the only way to reduce the costs of operation".

In FY 1998, Generale des Eaux subsidiary Szegedi Vizmu registered water supply and sewerage-generated net sales of HUF 1.5bn
.

H.  Hungary: Budapest Waterworks, losses due to management fees despite price rises

In June 1999, Budapest City Council refused to approve a business plan for the water company (Fovarosi Vizmuvek /Budapest Waterworks, 25% owned by Suez-Lyonnaise and RWE).  

The council refused to approve the directors’ pay in June 1999 as in 1998 the company had made a loss but was forced to pay HUF 250m in profits tax because of the fees paid to directors, which are treated as profits
. Despite price rises, the company posted net losses of HUF 1.5bn in 1999.

In fiscal year 2000, Budapest Waterworks had HUF 557m in tax liabilities and recorded net losses of HUF 158m despite an 18.3% increase in water bills. Management fees in 2000 amounted to HUF 1.69bn, while profit reserves were minus HUF 5.6bn
.

I.  Romania: Vivendi not fulfilling obligations towards Bucharest workers 

In April 2000, Vivendi was awarded a 25-year water concession in Bucharest. Vivendi was expected to contribute US$ 35m to the capitalisation of the new operating company and to invest some US$ 1bn over the duration of the concession in the rehabilitation of the pipeline networks and the construction of a water treatment plant
. 

In May 2001, the mayor of Bucharest accused Vivendi’s Apa Nova of breaching its obligations towards employees, as provided for by the concession agreement. The mayor was requested to intervene by the trade unions in order to solve the conflict between Apa Nova’s workers and management regarding plans for a major restructuring
.  The workers said they would take industrial action against the company’s plans to cut 3,000 of its 4,900 employees. The mayor conceded that the restructuring was necessary but said that this should spread over a longer period in order to allow the city council to absorb the workers laid off
.     

J.  Romania: Vivendi gets Ploiesti water concession 

In April 2000, Vivendi was awarded a 25-year water concession in Ploiesti. More precisely, Vivendi would set up a joint venture with the municipality which would run the service. Vivendi would own 80% of the operating company Apa Nova SRL and the municipality the remaining 20%. Apa Nova was expected to have annual net sales of EUR 10m and to invest EUR 26m in the first 15 years of operation
.

K.  Romania:  Suez gets water concession in Timisoara with EBRD funding; restricted competition and access to finance

In November 2000, Suez was awarded a 25-year water and wastewater concession in Timisoara (400,000 inhabitants), Romania. Under "sponsorship" of the EBRD, Suez-Lyonnaise des Eaux was "selected" without the concession being put out to tender. 

The EBRD first provided a loan under the condition that Aquatim be privatised to a water multinational, was then "fully involved" in the negotiations on the privatised water company development programme and would provide investment finance.

The local water company Aquatim, which employs 1,000 workers and had revenues of Euro 15m in 1999, would be transformed into a public-private joint venture, 51% owned by Suez and 49% owned by the municipality. Suez said it would contribute Euro 6m to the joint stock company's capital increase. The investment programme over the life of the concession was estimated at Euro 100m.

The EBRD had provided a Euro 24.7m loan in December 1999, under the condition that a controlling stake in Aquatim be sold to a "water operator of international standing". The Euro 24.7m loan was issued under the Multi-Project Facility programme set up by Lyonnaise des Eaux and EBRD in 1995 with a total value of US$ 90m. 

The EBRD Multi-Project Facilities (MPF) scheme is envisaged to provide finance on a wholesale basis in order to reduce the costs of project preparation. However, the use of MPF finance in Timisoara produced the effect to restrict competition in awarding the concession. 

The Euro 100m investment programme to be implemented over the duration of the concession would be financed by an EBRD loan and may receive EU funding under IPSA (Instruments for Structural Policies for Pre-Accession). The investment would encompass restoration of networks and well-fields, construction of a sewage treatment plant and drinking water plants and network extension
.

L.  Developments in other countries, Central and Eastern Europe

·  Albania: Italian water companies win technical assistance contract to Tirana

In July 2001, an Italian consortium 32% owned by Genoa’s partly-privatised Amga and 32% owned by Rome’s partly-privatised Acea, also including a number of municipally-owned Italian water companies, won a 4-year technical assistance contract in Tirana. The contract, worth over €10.3m, was awarded following a competitive tendering.
“The contract falls within the framework of bilateral cooperation between Italy and Albania, the latter government regarding this as a first step towards the privatisation of the Greater Tirana Water Supply and Sewerage Enterprise. Technical assistance will initially be aimed at restructuring of the Enterprise. In the first two years, assistance will also be provided in managing the 1,000km-long pipeline network, carrying out chemical testing, developing water treatment solutions and training personnel”
. 

At present, 67% of Tirana’s consumers are reportedly supplied water for less than 6 hours a day and unaccounted-for-water exceeds 70%.  

· Albania: BWB interest in Elbasan

In January 2000, Berlin’s water company BWB (Berliner Wasserbetriebe) intended to take over water operations in Elbasan for 30 years. BWB is 22.5% owned by French multinational Vivendi, 22.5% owned by RWE/Thames Water, 5% owned by Allianz and 50.1% owned by the local government.

“According to the company, DM33m ($ 17.4m) was needed for modernising the infrastructure during the first five years. More than two thirds of the money would come as a subsidised loan from the German government's reconstruction bank Kreditanstaltfur Wiederaufbau, (KfW). At present, the water supply for Elbasan's 128,000 inhabitants only works four hours a day and three quarters of the water escapes from leaking pipes. Within the first seven years as operator, BWB wants to guarantee a round-the-clock supply, lift the connection rate from 80% to 98.5%, reduce water losses to 15%, and introduce cost-recovering tariffs”.
As of January 2000, BWB had not signed the contract which was expected to become operational by half-year. Also, there was uncertainty on whether BWB would have to pay to get the concession
.  

· Armenia: Acea wins Yerevan management contract 

Rome-based multi-utility Acea has been awarded a 4-year management contract in Yerevan and started operations in March 2000. According to the consultancy ERM (Environmental Resources Management) improvements to the water services would be measures against the benchmark of 131 performance targets, all of which “relatively ambitious”. Also, “One year into the contract,the company had met almost all of its service commitments, whilst lagging slightly behind on improving collection rates ”
. As a matter of fact, Yerevan’s mayor took a different view on the matter.
In July 2001, Yerevan’s mayor criticised Acea’s poor performance in that it caused the water supply situation to chronically deteriorate in summer. Also, “Mayor Robert Nazaryan pointed out that the number of complaints about poor water supplies had increased by almost 40 per cent in the first half of 2001 compared with the previous year. Nazaryan said that the Italian company had still not made any serious investments to repair and restore water pipes, big water consumers have not installed water metering devices and no criminal cases had been brought against the illegal use of water”. The audits carried out by the city prosecutor’s office showed that water losses were mainly recorded in the internal network of Yerevan’s water company Yervodokanal, “which is essentially due to the unsatisfactory volume of investment in this sphere”
.  
3.  Trends and developments by country: Potential for public sector water operations
A.  Hungary: Debrecen plans HUF 20bn sewerage expansion

In 1995, the city council of Debrecen (220,000 inhabitants) decided to reject privatisation proposals from two major TNCs in favour of its own municipal water undertaking, Debreceni Vizmu. The company was created as a corporatised separate entity from the municipality, with a business plan drawn up by the management with the support of the trade unions. The business plan ensured that all costs were covered, including depreciation, without generating unnecessary profits. The cost of financing the necessary investments has proved to be much lower under public provision - 23km of pipework had been finished by April 1997, at a cost of HUF320m, equal to 40% the amount Eurawasser (a Suez-Lyonnaise-led consortium) would have spent on the same work, partly due to the use of local suppliers of equipment, such as meters and pipes. Employment considerations were internalised in Debreceni Vizmu’s business plan so that 300 more people are employed compared with the workforce planned by Eurawasser. The financial performance of the company compares favourably with that of three Hungarian privatised water companies.
Debreceni Vizmu has proved able to tap investment finance as the conditions of stability offered by the company’s activity provided adequate security for bank loans. In 1996, Kereskedelmi es Hitelbank Rt (K&H - The Trade and Credit Bank), one of Hungary's largest commercial banks, signed a Forint 829m credit line with Debreceni Vizmu to finance its investment programme. The two parties agreed that the long-term loan, to be refinanced by the European Investment Bank, would be provided in two instalments to be repaid respectively by 2003 and 2005. The loan conditions included an agreed formula for calculating the prices charged to consumers, determining tariff increases up to 2010. A crucial part of the agreement was represented by the further condition that the finance remained under the control of the company rather than the local authority. The commercial bank loan added up to an EU Phare Programme grant of ECU 490,000, EBRD funding and state subsidies
.

In October 2001, Debrecen city council was planning to invest HUF 20bn from 2002 to 2006 in order to build a wastewater treatment plant and increase sewerage coverage from the current 70% to 90%. 50% of the investment required would be financed by the EU pre-accession fund ISPA, 40% by government funds and 10% would be self-financed by the city council. The 10% self-financed by the city council would be guaranteed by Debreceni Vizmu
.

B.  Poland: Lodz Water gets EIB funding 

In 1993, Générale des Eaux proposed to privatise water supply and sanitation in Lodz (810,000 inhabitants), Poland. The municipality eventually rejected the privatisation plan as it compared unfavourably to the business plan prepared by the public management and the trade unions.

Vivendi offered ECU 60m in kind in the form of equipment, works and services, therefore not involving any significant financial risk for the company. Furthermore, Générale des Eaux would have been able to profit from unused credits, such as unwanted equipment and unnecessary works.

The joint plan formulated by the management and trade unions relied on an alternative source of investment finance, the Polish National Environmental Fund. The Fund finances projects in environmental services meeting the criteria set for community benefits, through the provision of loans at zero interest. The alternative plan also envisaged the restructuring of water supply and sewerage to a separate publicly-owned company with its own accounts
.   

In March 2001, Lodz Water obtained a EUR 31m loan from the EIB (European Investment Bank) to finance improvements in the water and wastewater networks. Granted for 20 years, the loan would support a 5-year municipal investment programme also including the extension of a wastewater treatment plant and several collectors and road works. The EU Commission would contribute further investment finance through its pre-accession grant programme ISPA
.

C.  Poland: EIB finance Szczecin water projects

In January 2001, the EIB decided to issue a EUR 20m, 20-year loan to the city of Szczecin (400,000 inhabitants) to upgrade water supply and wastewater networks. The EU would also contribute finance through its pre-accession grant programme ISPA. Szczecin has been identified by HELCOM (Helsinki Commission for environmental protection in the Baltic Sea) as one of the hot spots for action
.

D.  Poland: EIB finance Torun water

In June 2000, the EIB decided to issue a EUR 20m, 20-year loan to the city of Torun in north western Poland (200,000 inhabitants) to upgrade water supply and wastewater networks. The EU would also consider whether to contribute finance through its pre-accession grant programme ISPA
. 

E.  Poland: EIB finance Zywiec communes syndicate

In February 2000, the EIB issued a EUR 20m loan to the "Association of Communes for Ecology" of Zywiec on the Czech and Slovak border (with a total 200,000 inhabitants) to upgrade  and extend sanitation infrastructure including a wastewater treatment plant. The Association was one of the first syndicates of municipalities to be set up to tap investment finance for water infrastructure
.  

F.  Poland: Krakow gets EBRD funding (“sound financial standing and management”) 

In December 2000, the EBRD decided to issue a EUR 20m, 12-year loan to Krakow municipally-owned water company MPWiK (Miejskie Przedsiebiorstwo Wodociagow i Kanalizacji w Krakowie S.A.) to finance the extension and modernisation of an existing mechanical wastewater treatment facility and construction of a biological wastewater treatment facility. The EBRD loan would be provided to MPWiK without any municipal guarantee, as the municipal company enjoyed sound management and good finances. “The EBRD has carried out an extensive financial assessment of MPWiK. In view of its sound financial standing and management, the Bank is willing to take the full commercial credit risk of the company”. As a result, Krakow city council would be in a position to invest more resources in non-revenue sectors such as housing, education and roads. Interestingly, the EBRD loan was to be provided in two currency, respectively PLN 45.5m and € 10m – to reflect MPWiK’s financing requirements.

In addition to the EBRD loan tapped by MPWiK, Krakow city council obtained a complementary EU ISPA grant of some € 55m
.

G.  Poland: Bydgoszcz gets EBRD funding 
In January 2000, the EBRD decided to issue a PLN 108m (EUR 21m), 15-year senior corporate loan to Bydgoszcz municipally-owned water company MWiK (Miejskie Wodociagi i Kanalizacja w Bydgoszczy Sp. Z o.o), to help finance an ambitious investment programme with a total cost of PLN 294m (EUR 56m). This would include “modernisation of water intakes, upgrading water treatment facilities, water supply network and pumping stations, intercepting sewer discharges to the Brda River, and extending the sewer network”. The loan was the first to be issued by the EBRD in zloty and would be provided without a financial guarantee from the city council, in order to enhance the latter’s capacity to fund investments in non-revenue sectors, such as housing, education or roads. This was also the first EBRD project in Poland expected to be co-financed by the EU pre-accession grant programme ISPA, as the Polish Ministry of Environment had applied on behalf of the city council for complementary grant financing for upgrading sewerage. 

MwiK was established under municipal ownership in 1992 and, as of 2000, employed 600 workers. The capital of the Kujawsko-Pomorskie region, Bygdoszcz is Poland’s eighth-largest city and has been identified by HELCOM as one of the “hot spots” to direct action at and fight pollution of the Baltic Sea
.
H.  Latvia: EBRD finance Riga water on non-sovereign basis and twinning with Stockholm Vatten
In November 2000, the EBRD decided to issue a EUR 39m loan to the municipally-owned Riga Water Company, which became the first Latvian utility to receive a direct corporate loan from an international financial institution. The loan was provided without any financial guarantee from the city council, in the light of Riga Water Company’s ability to self-finance its operations. Instead, the loan was supported by a limited municipal undertaking, “including the city’s adherence to agreed tariff schedules and other key obligations of the municipality towards the utility”
.  

Riga Water Company would use the loan to finance the construction of sludge deposits for its wastewater treatment plant, installation of water meters to consumers and extension of water supply and sewerage networks. Also, the loan would allow Riga Water Company to re-finance outstanding sovereign-guaranteed debts, which the company used to finance upgrading of its wastewater treatment plant and rehabilitation of the sewer network under a twinning arrangement with Stockholm’s municipally-owned water company Stockholm Vatten.

Stockholm Vatten started its cooperation with Riga Water Company in 1992. In 1996, a twinning agreement was signed aiming to turn Riga Water Company into a “modern, self-financing public (water) supply and sewerage company. The project was financed by the EBRD, EIB, the Finnish Ministry of Environment and Sida to the tune of US$ 115 million”
.

I.  Lithuania: Kaunas water gets EBRD finance on non-sovereign basis - twinning with Stockholm Vatten 
In July 2001, the EBRD decided to issue a EUR 14.7m loan to Kauno Vandenys (Kaunas Water Company) to help finance an ambitious EUR 41.3m investment programme. This was the first loan to a local utility in Lithuania to be provided without any sovereign or municipal financial guarantee and the EBRD expected it would “demonstrate to other cities and banks that it is possible to finance well-run municipal services without such guarantees”
. 

The project was designed to remove iron from the main water supply, support the rehabilitation and extension of the water pipeline system and finance secondary wastewater treatment facilities. The project, known as Phase Two as it followed another loan provided by the EBRD in 1995 to upgrade Kaunas water supply and sanitation, would be co-financed by Kauno Vandenys and the city council applied for funding from the EU’s pre-accession instrument ISPA. In October 2001, the EU Commission approved a EUR 15.96m ISPA grant to finance a water purification plant, which would allow to increase the degree of purification of the Nemunas river, the biggest river in Lithuania, from 70% to 95% as required by EU legislation. The total cost of the purification plant was estimated at EUR 28.2m, with Kauno Vandenys obtaining a EUR 9.57m EBRD loan and the Lithuanian government contributing EUR 6.38m
.    

Like with Riga Water Company, in the case of Kauno Vandenys a partnership between public sector water companies has apparently acted as a catalyst for investment finance. Kauno Vandenys had entered a twinning agreement with Stockholm Vatten, which enhanced the company’s capacity and led to the completion of Marveles, the first wastewater treatment plant in Kaunas, in September 2000. “The international sources of finance, EBRD, NEFCO and EU-PHARE, the Finnish Ministry of the Environment and Sida invested US$ 50 million and the Lithuanian government, the City of Kaunas and Kaunas Water guaranteed the equivalent sum”
. In 1999, Stockholm Vatten noted that “Kaunas Water Enterprise has developed positively and is now largely self-financing” 
. In July 2001, the EBRD was also “helping to raise donor funds to assist with institutional development for tha Kaunas Water Company and the city of Kaunas”.

J.  Lithuania: Vilnius water taps investment finance from Polish and Latvian commercial banks

In May 1998, Vilnius city council decided to keep its water and sanitation service under municipal control, instead of privatising it. The decision came after 5 years of intensive lobbying on behalf of the French multinational Suez-Lyonnaise des Eaux, who wanted to be given the concession without it being put out to tender. This was opposed by the local trade unions and others, who argued that it was unnecessary and would be more expensive.

The city council decided instead to set up a special development fund for the water and sanitation service, for which it would seek funds from a variety of sources, including international agencies such as the World Bank and EBRD, and international banks, as well as national funds and banks. The development programme has been drawn up by water management experts in the city's water department, who advised that this was preferable to privatisation
.

In December 2000, Vilnius water company Vilniaus Vandenys obtained loans from two commercial banks – Poland’s Kredyt Bank SA and the Latvia-based German bank A/S Vereinsbank Riga – both backed by governmental guarantees. Kredyt Bank would provide a EUR 7.7m, 7-year loan and Vereinsbank Riga would issue a US$ 3.5m, 7-year loan
. The loans would respectively finance the upgrading of waterworks in order to bring the quality of water supplied to European standards and modernisation of wastewater treatment facilities. Both projects were expected to be completed in 2001
. 

K.  Russia: Kaliningrad gets EBRD and aid funding and support from Swedish and Danish water companies

In July 1999, the EBRD decided to issue a EUR 16.5m loan to the Russian Federation which would be on turn on-lent to Kaliningrad’s municipally-owned water company Kaliningrad Vodokanal, as part of a EUR 63m, 4-year project to overhaul the company’s  water and wastewater infrastructure and build capacity. 

The loan would finance the upgrading of a groundwater treatment plant, completion of a wastewater treatment plant, as well as rehabilitation of pumping stations, wastewater collectors, water mains and the water supply network. In addition, it would finance technical services provision and help to finance the installation of meters to consumers.

The project, which would run from 2000 to 2003, would be co-financed by SIDA (Swedish International Development Agency), DEPA (Danish Environmental Protection Agency), NIB (Nordic Investment Bank), NEFCO (Nordic Environment Finance Corporation). 

As the EBRD noted, “An important component of the project is a comprehensive institutional strengthening and capacity building programme. This will improve the financial and operational performance of Kaliningrad Vodokanal and strengthen the city’s capacity to administer and regulate the sector. It will also help the city to review its tariff policy for water and wastewater services, which is needed to ensure a sustainable basis for the provision of services”
.

Since June 2000, Stockholm Vatten is contributing to Kaliningrad Vodokanal’s institutional development and capacity building.  More precisely, within a project jointly organised by Swedish Water Development (an international development vehicle set up by Swedish municipally-owbed water companies), Danish Water Services and the ÅF Group, Stockholm Vatten is responsible for project management and economic expertise
.

L.  Russia: St Petersburg gets EBRD funding and technical assistance from Finnish and Swedish water companies

In July 1997, the EBRD decided to issue a DM 127m (ECU 65m), 10-year loan to the municipally-owned water company St. Petersburg Vodokanal to help finance a DM 300m investment programme to overhaul the city’s water supply and sanitation system. This was the first loan provided ever by a multilateral financial institution to a municipal utility without on a non-sovereign basis, without any backing from a state or commercial bank guarantee. The loan was instead guaranteed by the city council as well as being “backed up by a separate project support undertaking from the Russian Government”.
The EBRD came to the decision to issue the loan on such basis, in the light of the company’s operational performance and sound management, as well as the city council’s international financial standing. “Vodokanal's operational performance, the quality of its management and the strong support it has from the City of St Petersburg allow the EBRD to rely solely on Vodokanal's financial strength to repay the loan”.
The EBRD loan would finance “the construction of a water purification plant; the supply and installation of consumer and network water meters; the rehabilitation of the sewerage and water supply network; and the connection of open sewage discharges to the waste-water treatment plant”. Also, “The project will improve Vodokanal's creditworthiness, strengthen its financial and operational performance and create the right conditions for the company to embark on its long-term investment programme on a financially sustainable basis”.
The remaining DM 173m worth of investments were to be partly self-financed by Vodokanal and also financed by a NIB loan and contributions from the Danish, Finnish, German and Swedish governments and NEFCO
.   

In August 1998, a project started under the auspices of the EBRD aiming to support St. Petersburg Vodokanal’s restructuring and capacity building, improve water supply and sanitation and ultimately reduce the St Petersburg-derived pollution of the Baltic Sea. Technical assistance was provided by two Nordic municipally-owned water companies - Stockholm Vatten and Helsinki Water and Wastewater Works – and the UK privatised water company Severn Trent.

Stockholm Vatten was responsible for developing an IT policy and a plan for introducing IT in the Russian utility, carried out a study of leakage in the distribution network and contributed to the preparation of a plan for demand management aiming to reduce water consumption. Helsinki WWW contributed to improving the personnel and financial administration, while Severn Trent was responsible for the development of tariff systems, invoicing, economy and reporting
. 

The project, which cost a total GBP 3.5m and was financed by the Finnish Ministry of the Environment, the UK Department for International Development (DfID) and Know-How fund, and SIDA (Swedish International Development Agency)
, was completed in August 2000. It was then being considered whether to continue providing technical assistance to St. Petersburg Vodokanal
.

4.  Conclusions
Water restructuring in central and eastern Europe is now following two distinct paths. 

One group of cities, including Sofia and Bucharest, are introducing private concessions, in some cases, such as Tallinn, despite the existence of efficient, profitable and well-financed municipal water companies.  It appears that already, for example in Tallinn and Sofia,  the profit-seeking dynamic of private companies is conflicting with public needs for affordable quality services. This would parallel experience in other countries for example France 
 and the UK 
. 

Another group, mainly in Poland but also in Hungary and the Baltic area, is developing municipal water utilities, using finance from international development banks such as EBRD and EIB.  The sustainability of this group of cities is of the greatest interest, as it provides a real alternative to the privatisation route. 
Annexe A: Thames Water concession at Izmit, Turkey



”……….Regulatory revision, moribund infrastructure and a shortage of public funds have encouraged a flood of global water privatizations in recent years, with many more to come. Thames Water is one of the first into the deal pool. 


…….."We first have to be very clear that the legal contractual framework is satisfactory," Kemeny cautions. Moreover, she adds, "we have to be very clear that the entity we're dealing with can be relied upon to set tariffs appropriately. So we have to ensure that the tariff is affordable from the outset, to guarantee the acceptability of inflation-linked tariff increases." 

The industrial town of Izmit is the locale for Thames' recent inlet into Turkey. And the company's 15 year contract to supply water to the region is slated by some to set a trend for privately run water and sewerage industry in the country. 

Thames, together with Turkish and Japanese partners, completed the deal to build the biggest privately financed water plant in Turkey in 1998. The highly complex $ 900 million financing for the project consisted of 15% equity and 85% loans, lead arranged by Chase Investment Bank, Societe Generale, Sumitomo Bank, Greenwich NatWest and Fuji Bank. A Mitsui-Sumitomo joint venture furnished the equity and supplied invaluable construction materials. Comments Kemeny, "the Izmit scheme is unique in that it's the largest scheme in the world. It attracted an indirect guarantee from the Republic of Turkey which enabled the consortium to attract substanital foreign investment. 

Yet despite the Izmit achievement, financiers still must become convinced that projects can generate sufficient and dependable revenues to recover investments. Further, public infrastructure deals, such as Izmit, have traditionally been secured by Turkish treasury guarantees, but there is a limit to the number of guarantees Turkey can afford to issue.”

(text taken from ‘waterworld’ by Ahmad Taimur, in Project Finance 1st July 2001)
Annexe B: Flawed PricewaterhouseCoopers Privatisation proposal in Austria

The Austrian government in 2001 commissioned a report from  PricewaterhouseCoopers on water services in Austria. The report has major flaws and errors. A detailed critique can be found at www.psiru.org/reportsindex.htm 
Notes

�  Source: PSIRU database, “Problems following award of Sofia water concession to International Water”, News ID 4255.


�  Valentin Georgiev, April 5, 2001, in PARI Daily, “Water tariffs rise disputed in court”. 


A CLAIM has been filed on March 30, demanding that the decision of the Sofia municipal council of February 19, 2001 to rise the water supply utility tariffs in the town by 25.5%, is revoked, said Gencho Hitrov, chairing the committee for improving water supplies in Bulgaria. The Federation of Consumers in Bulgaria is the claimant. We are dissatisfied by the written answer of the Sofia regional governor Vassil Marinchev as to why the municipality has been allegedly forced to rise the water consumption tariff some three months after granting a concession on the Sofia water-and-sewerage system to a foreign investor, if the concession contract explicitly states that the tariff shall not be changed in the first three years after the concession is started, said the Committee. The statement of the regional governor is an outright attempt to deceive millions of consumers, Hitrov said. The committee and the Federation demand that the classified addendum to the concession contract, filed at the Sofia City Court, is disclosed. There are a number of other issues questioning the investment intentions of the foreign investor International Water, which have not been answered yet, despite the numerous enquiries, Mr Hitrov alerted. The promises made by the Sofia municipality, that it would replace and upgrade some 100 km of the town's water-and-sewerage network per year, sound like a fiction, they are totally unrealistic, he added.


� Valentin Dimitrov, “Sofia water supply tariff goes 30% up”, PARI Daily, 16 February 2001. 


WATER supply utility Tariff in Sofia must be raised by some 30.3%. i.e. BGN 0.25 per cubic meter for government budget-supported organizations and by 25.5%. i.e. BGN 0.13 per cubic meter for households, states a proposal submitted by concessionaire Sofiiska Voda AD. The proposal will be discussed by the municipal council next Monday. Currently households pay BGN 0.52 per cubic meter of water. the proposal is justified by the inflation rate and the introduction of a state fee for water usage. The fee is set at 17% of the water supply tariff. �Sofia tariffs are among the lowest in the country. In some regions householdspay between BGN 0.8 and one lev per cubic meter, said deputy mayor Ivan Gechev. 


� Source: Bulgarian Federation of Consumers.


� Valentin Georgiev, April 5, 2001, in PARI Daily, “Water tariffs rise disputed in court” (see note 2 above).


� Source: PSIRU database, “Vivendi wins Prague water concession”, News ID 4404.


� Prague Business Journal, January 22, 2001, “Competitors say Vivendi-Anglian’s Prague water bid is outrageous/High price tag could double water rates”. 


Suez Lyonnais des Eaux and the consortium of British International Water and United Utilities have criticized the surprisingly high joint bid of their tender rival, Vivendi Water and Anglian Water, in the pending privatization of Prague's water and sewage administration company, Prazske Vodovody a Kanalizace (PVK). �Although Vivendi's local head, Phillipe Gittard, justified the bid on the grounds of Prague's strategic importance, opponents say the bid almost double theirs would most likely double current water rates of Kc 33 per cubic meter, said Alex Hewitt, the regional manager for Central and Eastern Europe for International Water. �"We don't understand that number. It can't be a coincidence," said Ivan Popel, the head of the local office of Suez Lyonnais des Eaux. "Or is this a charity gesture?" said Hewitt, adding that "Strategy is always a great answer for somebody who paid too much." �Vivendi-Anglian's bid was Kc 6.1 billion, compared to the International Water-United Utilities' bid of Kc 3.17 billion and Lyonnais's Kc 2.6 billion. The expectation is that due diligence of the company's books will put its value at Kc 1.7 billion. The National Property Fund (FNM) is currently evaluating the bids with the help of several independent water experts and is expected to choose a winner at the end of this month. �Since the consumption of water and the 1.2 million population of Prague is not likely to increase dramatically, according to statistics, water rates will have to rise if Vivendi is to make a return on its investment, said Hewitt. He added that the conditions of the tender didn't actually include a solid guarantee for a fixed rate structure. �Although the Finance Ministry regulates the prices, it receives proposals for rate increases from municipalities. The municipal proposals, which the ministry generally approves, are based on water company costs and also include a small profit. Anglian-Vivendi's high bid could be based, among other things, on a large investment in reducing the water company's current 34% leakage rate to 10%. Rates will then increase accordingly, suggested Hewitt. �Vivendi is also overpricing the estimated costs for some of the investments required by the EU, such as the reconstruction of PVK's water treatment facility, said Hewitt. While Vivendi wants to completely modernize and improve the facility to the tune of $ 120 million, both International Water and Suez claim that the necessary improvements can be done for $ 30 million at most. Either way, the more costly the investment is, the more the city-owned assets-owner Prazska Vodarenska Spolecnost (PVS) (with whom PVK has a lease contract till 2013) will have to pay as their income is only from lease payments. �At the end, PVK would have to generate some Kc 1.4 billion in profits over the next 13 years for Vivendi to get its money back, remarkably higher than its profit last year of Kc 28 million on revenues of Kc 3.25 billion. �Representatives of Lyonnais des Eaux and the British companies agree that they wouldn't mind seeing the tender cancelled or Vivendi-Anglian's bid disputed. Although Suez's Popel said they would not take any legal action now, they especially Suez, which is already running a number of water companies in the country are going to watch for Vivendi-Anglian's next moves. �The state is selling its 66% stake in PVK, with the rest of the shares being transferred to the city of Prague. PVK is only an administrative company for the water and sewage works and it has a lease contract on them till 2013 with the city's solely owned PVS. �Regardless of the criticism and questioning of the bid from Vivendi and Anglian, the FNM doesn't seem to mind collecting much higher than expected proceeds for its stake, given that it's been struggling to break even on its privatization account and the general revenue-hungry attitude of the Finance Ministry. The FNM's press spokesman Jana Viskova refused to discuss the bids. �The Finance Ministry's privatization department head Igor Fojtik, who is a member of the FNM's evaluation committee, said that a major discrepancy among bids has happened in privatizations before. He also questioned the criticism as it is coming from Vivendi-Anglian's competitors and not independent experts. �However, of Prague's city council is going to discuss PVK's privatization at their regular Tuesday meeting, a city official said. 


� CTK Business News Wire, January 26, 2001, “Vivendi, Anglian likely to buy Prague water distributor”. 


A consortium of France's Vivendi Water and Britain's Anglian Water will most probably acquire a 66 per cent majority in Prague-based water distributor Prazske vodovody a kanalizace (PVK). �If the National Property Fund (FNM) decides to sell the share to the consortium, the companies will own majority stakes in Czech water distributors supplying water to 4.7 million people. �In this event, PVK will become the first joint acquisition of the two companies. PVK has signed contracts on the operation of the Prague water network, supplying water to some 1.4 million customers, until 2013. �The criteria of the tender included the price as well as the business plan. �The consortium has offered to pay Kc6.1 billion for the stake, beating a multinational consortium of International Water and United Utilities (Kc3.1bn) and France's Suez Lyonnaise des Eaux (Kc2.6bn). �The offer of Kc6.1 billion was up to three times higher than expert estimates. �On the other hand, Vivendi chief executive Philippe Guitard told the press that Prague was a strategic investment which was worth the money and which could help the company win stakes in other water distributors in the region. �Vivendi would like to buy into VaK Hradec Kralove and, just like Anglian Water, into VaK Pardubice. �The Prague city council, however, is afraid that an overly high purchase price may have an unfavourable impact on the price of water and sewage in Prague. �Moreover, Guitard himself said in October that the higher the bid, the more severe the final impact on customers. �Anglian and Vivendi agreed on the consortium last October, although both companies had been at daggers drawn until recently. �In the spring of 2000, Anglian even filed charges against Vivendi over the way in which the French company renewed its contract with South Bohemian water distributor 1. JVS. �The consortium would like to reduce costs at PVK and to lower the current losses of water, reaching up to 40 per cent, to a minimum. �Guitard said that Vivendi would try to stabilise prices as much as possible: in most Czech branches, the company has pledged to raise prices only by inflation. �Vivendi is the world's leader in the water industry, as it supplies water to some 100 million people in more than 100 countries. �The company, which opened its Czech branch in 1994, has majority shares in Czech water distributors SVaK Teplice, 1. JVS, and Stredomoravska vodarenska, among others. �Vivendi Water CR, which supplies water to some two million Czechs, estimates its turnover for last year at more than Kc4 billion. �Anglian Water provides its services to almost 10 million people in 11 countries of the world. �The company supplies water to 1.3 million Czechs and owns majority shares in SmVaK, VaK Jizni Cechy and VaK Beroun. �PVK emerged on April 1, 1998, together with Prazska vodohospodarska spolecnost (PVS) from state-owned companies Prazske vodarny and Prazske kanalizace a vodni toky. �PVS, 92 per cent owned by the city of Prague, manages the water infrastructure in Prague; PVK leases this infrastructure from PVS on the basis of a so-called operational contract. �PVK, which has share capital of Kc792.276 million and employs some 2,000 staff, expects gross profits of Kc45 million for last year. �The FNM, so far the only owner of PVK, will transfer the remaining 34 per cent of the company onto the city of Prague. 


� CTK Business News Wire, September 27, 2001, “Prague PVK wants to expand into Central Bohemia”.   �Prague-based water utility Prazske vodovody a kanalizace (PVK), held by the consortium Vivendi Water/Anglian Water, wants to expand in Central Bohemia, and a team of experts is drawing a strategy of the company's spread outside Prague, daily Hospodarske noviny (HN) reports today. �The city of Prague should benefit from the move, as it is to become an owner of a 34 per cent stake in PVK. Prague reps will back the company's plans, deputy mayor Petr Svec said. �"We have excessive capacities in water units and in the water transport system for our plans," PVK CEO Jiri Rosicky told the daily. �The first expansion, from Prague eastwards, is scheduled for the beginning of next year, when the company will have its restructuring completed. The restructuring process in PVK will start on Monday, HN reminds. �Out of the seven existing plants only three will emerge. PVK, which has over 2,000 staff, plans to dismiss nearly 100 people this year. The same number of employees will leave the company in 2002. �In the first half of the year, PVK processed 79.5 million cubic metres of water, which it supplies to some 1.4 million residents in Prague and surroundings. �PVK's majority owner bought 66 per cent in the company for Kc6.1bn in a public tender held this year. The consortium also gained a contract for the operation of the Prague water and sewage network till 2013. 


� Czech Republic and Slovakia Business Report, September 27, 2001, “Prague-based company to expand in Central Bohemia”. 


Prazske  vodovody  a  kanalizace  (PVK), a Prague-based  water  and  sewage company,  is  planning to expand in Central Bohemia, reports  the  business daily Hospodarske noviny (HN). �Citing   unnamed   sources from  the  City  of  Prague   (PVK's   minority shareholder), HN says the company wants to use excess storage and transport capacity. It plans to begin its expansion next year, moving eastward from Prague. �The company is now being reorganized, its seven plants reduced to three. PVK will also cut 100 of its 2,000 employees. PVK saw its gross profit rise 11.6 % yr/yr to CZK 57.5 mln in the first six months of 2001. Sales grew 4 % yr/yr to CZK 1.77 bn. PVK supplied 1.4  mln Prague residents with 79.5mln cubic meters of water. �PVK is majority-owned by the Vivendi Water/Anglian Water consortium, which acquired  66  %  of the firm for CZK 6.1 bn in April. The city  of  Prague control 34 % of the company. 


� CTK Business News Wire, January 26, 2001, “Vivendi, Anglian likely to buy Prague water distributor”  (see note 8 above).


� H. Liffran, “Des magistrats démontent la pompe à bénéfices des marchands d'eau”, Canard Enchainé, 16th February 2000.


Comptes truqués, bénéfices dissimulés, mairie complaisante... La chambre des comptes de Ile-de-France explique comment les Parisiens se font siphonner le portefeuille. Mais dans d'autres villes les factures de flotte sont aussi salées. 


Combien rapporte en France la distribution d'eau à son plus gros marchand, le groupe Vivendi ? Pas facile de le savoir puisque son service de presse, interrogé par "Le Canard", considère ce chiffre (à plusieurs zéros, sans doute) comme un secret d'Etat. Concurrent direct de Vivendi, Suez-Lyonnaise des eaux lève un pan du voile en confessant un minimum de 329 millions de bénéfices pour 1998. Quant aux chiffres 1999, ils ne sont pas encore publics, mais ils ne risquent guère d'être démoralisants. De mémoire de consommateur, on n'a jamais vu un marchand d'eau faire naufrage. 


La chambre régionale des comptes d'Ile-de-France vient de percer les secrets de cette inépuisable source de profits en contrôlant la gestion de l'eau à Paris. La "Lettre d'observations provisoires" quelle vient d'expédier à Tiberi dresse l'interminable palmarès des manipulations comptables - dont Paris n'a pas le monopole - utilisées pour gonfler les factures. Les enquêteurs éclaboussent a passage l'ancien maire Chirac, qui a privatisé l'eau en 1985, et son successeur Tiberi. "Le montage administratif, juridique et financier" qu'ils ont mis sur pied "se caractérise par son absence de transparence financière", notent les magistrats. Lesquels admettent que la qualité de l'eau est excellente, mais remarquent que c'est vraiment cher payé ! 


Le marché parisien a été saucissonné en trois morceaux. Le pompage de l'eau et son acheminement jusqu'au périphérique ont été confiés à la Sagep, une société d'économie mixte où sont présentes la Lyonnaise des eaux, Vivendi et la Ville de Paris. La distribution dans les immeubles sur la rive droite de la Seine a en revanche, été concédée à une filiale de Vivendi. Tandis que la Lyonnaise héritait de la rive gauche. 


Depuis 1985, Chirac puis Tiberi n'ont cessé de se montrer aux petits soins avec ces sociétés amies. Un jour, c'est la Ville qui accepte de payer à leur place des réparations coûteuses. Un autre jour, elle leur accorde une augmentation de tarifs qui - relève la chambre régionale des comptes - survient en temps opportun pour compenser une baisse de la consommation. Ça apprendra aux usagers à économiser la flotte... 


Millions bien planqués


Les comptes de ces sociétés sont aussi troubles les uns que les autres. Ainsi, Suez-Lyonnaise (où Jérôme Monod, ex-secrétaire général du RPR, préside le conseil de surveillance) est passée maître dans l'art de camoufler ses bénéfices. Par exemple, les chiffres que le groupe a fournis aux magistrats enquêteurs ne "permettent pas de déterminer avec précision le montant de sa rémunération". Et le "compte de délégation" qui est supposé justifier de son activité et de ses finances auprès de la Ville de Paris est jugé "incomplet". 


Jusqu'en 1997, la Lyonnaise n'a rien dit, par exemple, des gains de trésorerie qu'elle réalise grâce aux multiples taxes payées par les Parisiens pour l'assainissement et la lutte contre la pollution. Encaissées par les concessionnaires, ces sommes (qui représentent plus de 60 % du montant des factures, à Paris comme ailleurs) transitent quelques semaines sur des comptes rémunérés avant d'être reversées à leurs légitimes destinataires. En 1997, la seule Lyonnaise des eaux a fait fructifier à son profit 549 millions payés par les Parisiens et plus encore dans le reste de la France. Elle s'est bien gardée de le crier sur les toits. 


Travaux fictifs


Plus grossièrement, les comptes de la Lyonnaise paraissent truffés de chiffres faux "de nature à dissimuler une partie de [sa] rémunération". Ainsi a-t-elle annoncé des investissements imaginaires pour le renouvellement des canalisations, puisque "l'écart entre le montant imputé au compte de délégation et les dépenses réelles" s'élèverait à 13,1 millions en 1997. Après avoir fait tourner ses calculettes, la chambre régionale des comptes estime que la "marge réelle" de la Lyonnaise "serait donc deux fois et demie supérieure" au chiffre officiellement annoncé. 


De leur côté, Vivendi et son pédégé, Jean-Marie Messier, ont trouvé une autre astuce pour arrondir leurs fins de mois. La méthode est des plus simples : depuis 1996, leurs filiales spécialisées dans la distribution d'eau ne font plus apparaître dans leurs comptes les provisions accumulées pour remplacer les tuyaux crevés. A Paris, comme ailleurs, l'argent correspondant est désormais versé directement à la maison mère et noyé dans ses comptes. En clair : ce brouillard comptable pourrait inciter Vivendi à tricher sur les chiffres. 


C'est exactement ce qui s'est produit. 


L'état-major de Messier avait ainsi annoncé 90 millions de travaux effectués en 1996 et autant en 1997. Vérification faite, il ne s'agirait que de 58 et de 69 millions. Et les magistrats de constater : "Tout se passe comme si (...) Vivendi procédait aux dépens des consommateurs à la constitution de provisions au-delà du nécessaire." Pure calomnie ? 


Déluge de liquidités


Les comptes de la société mixte Sagep ne sont pas non plus de la meilleure eau. Cette fois, c'est la Mairie de Paris qui est aux commandes avec 70 % du capital. Présidée par Lucien Finel, maire UDF du IVe arrondissement, la Sagep multiplie les bénéfices cachés. Par exemple, un douteux jeu d'écritures sur les subventions a permis de gonfler les provisions de plusieurs centaines de millions. Et les enquêteurs de souligner là encore que "cette pratique a une incidence directe sur le prix de l'eau payé par les abonnés". Autre curiosité : la constitution d'un fonds de roulement jugé "considérable" et qui s'élevait, au détriment des consommateurs, à 468 millions en 1997. 


Non contente de jongler avec les chiffres, la Sagep a également interprété à sa façon son rôle de surveillance des activités parisiennes de Vivendi et de la Lyonnaise. Au point de se placer parfois sous la "dépendance" des sociétés queue est censée contrôler. 


C'est dire, comme le soulignent les magistrats, que les dirigeants de la Sagep et de la Ville de Paris laissent Vivendi et la Lyonnaise faire les quatre cents coups avec l'eau des Parisiens 


Un flot de marchés suspects


Les enquêteurs de la chambre régionale des comptes se sont régalés en examinant l'attribution des marchés pour la construction des usines de traitement de l'eau et la pose des grosses canalisations. Un filon qui a déjà fait naguère le bonheur des magistrats de Grenoble. 


A Paris, une commission d'appels d'offres est supposée contrôler le flot de contrats (340 millions en 1997) attribués par la société d'économie mixte Sagep. Mais "son rôle [est] limité à une instance d'enregistrement" qui "entérine systématiquement" les propositions élaborées dans le secret des bureaux d'études. 


Plus drôle encore, dès le dépôt de leurs offres, les candidats pistonnés tiennent avec les patrons de la Sagep des réunions de travail qui, selon la loi, devraient se tenir après l'attribution des contrats. 


Afin de rester entre amis, seules les sociétés ayant déjà travaillé avec la Sagep sont autorisées à concourir. Les autres doivent être soumises à un tirage au sort. Résultat : "dans la très grande majorité des cas", les marchés sont attribués aux entreprises habituelles. 


Sans aucune gêne, les services de la Sagep n'hésitent pas non plus à corriger, pour les rendre présentables, les dossiers des candidats bien considérés, ce qui est bien sûr interdit par le Code des marchés. La routine parisienne, quoi ! 


Silence général


La "Lettre d'observations provisoires" de la chambre régionale des comptes d'Ile-de-France ne deviendra définitive que d'ici quelques mois. Dans l'entre-deux, la Ville de Paris et les sociétés mises en cause devront tenter de se justifier devant les magistrats. 


"Le Canard" a voulu connaître les arguments de la défense. Il n'a rencontré qu'un grand silence gêné chez Tiberi et au siège de Vivendi. A peine plus bavardes, la Lyonnaise de eaux et la société mixte Sagep ont refusé de faire connaître le contenu des réponses qu'elles ont déjà transmises à la chambre régionale. 


OBSERVATIONS PROVISOIRES FORMULEES par la Chambre régionale des comptes d'Ile-de-France En définitive, cette architecture pose un problème de cohérence- entre le niveau de la garantie de renouvellement et celui des travaux effectués qui matérialisent le risque réellement encouru. En l'absence de justifications suffisantes, l'écart entre les deux conduit à une réévaluation du résultat bénéficiaire du service délégué et au constat, toutes choses égales par ailleurs, d'un prix de l'eau excessif. 


Comme en témoigne ce court extrait du rapport de la chambre régionale, les marchands d'eau sont passés maîtres dans l'art de doper les factures des usagers parisiens. Ici, c'est le groupe Vivendi qui est épinglé pour son étrange gestion des provisions destinées aux travaux des renouvellement des installations. Mais leurs concurrents de Suez-Lyonnaise se débrouillent tout aussi bien. Au total, les magistrats notent à quatre reprises que le prix de l'eau pourrait être revu à la baisse à Paris. Et il en va sans doute de même dans tout l'Hexagone.


� Global Water Report 124, 25 June 2001, “Czech Republic/Companies: Ondeo wins in Sumperk”, pp. 6-7.


Ondeo Services has acquired 82% of Sumperska Provozni Vodohospodarska Spolecnost (SPVS), which


provides water and wastewater services to 120,000 people in 40 towns and districts around Sumperk in the


north east of the Czech Republic. .


The company, based in Moravia, employs 200 people with a turnover of €6m in 2000. Ondeo has also


announced that it has won a contract to build a purification plant at Brno worth a total of €60m.


Ondeo now serves 2.3 million people in the Czech Republic, in Benesov, Brno, Davle, Karlovy Vary,


Stribro, and Sumperk. The company's revenues in the Czech Republic last year amounted to CZK4.7bn (€138m).


Elsewhere, the recently inaugurated wastewater treatment plant at Castelginest (in south west France) includes the first industrial application of Ondeo Degremont's textile membrane bioreactor (known by the initials BRT). Effectively the membrane has pores a few microns (a few millionths of a metre) across, capable of trapping pathogenic germs. The plant, with a capacity for a population equivalent to 9,500, consists of two treatment lines, one equipped with BRT, the other using a


conventional clarifier.


Under the agreement with the local municipality, Ondeo Degremont built the plant, and is to run it for ten years.


� See note 7 above.


� Source: PSIRU database, “International Water acquires control of Estonian capital's water”, News ID 4425.


� Source: PSIRU database, “Financial manipulations of Tallinn water by International Water”, News ID 4495.


� Source: PSIRU database, “Szeged: municipality renegotiates with Vivendi after dismissal attempt”, News ID 3626. 


� Source: PSIRU database, “Budapest reject excessive management fees”, News ID 3627.


� Hungarian News Agency (MTI-Econews), June 3, 2001, “Budapest water revenue up in 2000”. 


Budapest's water supplier Fovarosi Vizmuvek Rt (Foviz) had revenue of HUF 19.5bn in 2000, of which 17.68bn came from the sale of water. This compares to revenue of HUF 17.36bn in 1999, of which HUF 14.78bn came from the sale of water. Sale of potable water accounted for HUF 16.6bn of revenues in 2000. The increase in revenue was partly due to higher consumption on hot summer days last year, and partly because of the 18.3pc increase in potable water fees. Operating costs totalled HUF 18.7bn in 2000, nearly the same as in the year before. After having operating losses of HUF 1.3bn in 1999, Foviz had operating profits of HUF 726m in 2000. The waterworks had losses of HUF 146m on financial transactions in 2000, compared to HUF 119m in financial profits in 1999. Pre-tax profit was HUF 399m in 2000, which is an improvement on 1999's HUF 1.8bn in pre-tax profit, when the company had pre-tax losses of HUF 1.4bn. The company had HUF 557m in tax liabilities at the end of 2000 and closed the year with net losses of HUF 158m, only 10pc of the HUF 1.5bn in losses it had in 1999. �Foviz provides potable water services and distribution in the capital and surrounding areas. Foviz produced 228m cubic metres of potable water in 2000, 0.2pc down from 1999, but 3.6pc up on the target, while industrial water production was 8.6pc above the target. �Statistics from 2000 show that the rate at which water consumption has been declining over the past 10 years is slowing down. Actual sales amounted to 192m cubic metres, which is 6pc above target. Water treatment plants had an average capacity of 62.7pc last year, reaching 90pc in peak-periods. �Foviz had shareholders' equity of HUF 65.722bn on December 31, 2000, 1pc less than at the end of 1999. Profit reserves were minus HUF 5.6bn, while capital reserves were HUF 12.8bn at the end of 2000. Management fees amounted to HUF 1.69bn in 2000. �Long-term liabilities came to HUF 1.5bn and short-term ones to HUF 1.6bn at the end of 2000. Foviz spent HUF 3.9bn on investments last year, including laying down pipes and doing reconstruction work. �Under a 25-year syndication and management contract signed in 1997, Hungariaviz, one of Foviz's shareholders, operates the waterworks. Foviz has registered capital of HUF 58.6bn. The Budapest City Council holds 73.6pc of Foviz's stakes, Suez Lyonnais des Eaux (SLdE) has 0.87pc, RWE Umwelt has 0.84pc, and Hungariaviz, owned by Suez Lyonnais and RWE, holds 23.65pc. Small investors hold 1.04pc of the company. 


� European Report, April 5, 2000, “Vivendi wins tender for Bucharest water services”.


French utility group Vivendi has been selected in a call for tenders for a 25 -year concession to provide water and pipeline rehabilitation services in the Romanian capital, according to the Bucharest local authorities. Vivendi, an offshoot of the old water utility Compagnie generale des eaux (CGE), has put in its bid via its Romanian subsidiary Apa Nova Bucuresti SA. Vivendi beat off competition from the British group International Water Ltd and fellow French water board Suez Lyonnaise des Eaux to win the tender. Vivendi has undertaken to supply water at 2.054 Lei (USD0.108) per cubic metre- slightly less than the figure offered by the other two rival companies. Vivendi is also planning to put up USD35 million (Euro 36.09 million) towards the capitalisation of the new company in charge of running the water distribution and pipeline services. The Romanian local authorities reckon that Vivendi will invest about USD1 billion over the next 25 years in the modernisation and rehabilitation of networks, including the construction of a water treatment plant.


� Le Figaro, May 31, 2001, “Vivendi accused in Bucharest (Vivendi mise en cause à Bucarest)”. 


The mayor of Bucharest Traian Basescu has accused French environmental services group Vivendi Environnement, which manages water services in the Romanian capital, of not fulfilling its promises. He accuses the management of Apa Nova, the company created by Vivendi in Bucharest, of not respecting its obligations in its concession contract, notably concerning its relationship with employees. The mayor was called on to act by unions in an attempt to solve the conflict between workers and the management. 


� AFX European Focus, May 30, 2001, “Bucharest mayor says Vivendi unit has not respected commitments to staff”. 


Mayor of Bucharest Traian Basescu said the management of Vivendi Environnement's Romanian water services unit Apa Nova has not respected commitments made to the staff when it received its concession in Nov 2000. �    Apa Nova's employees are threatening to strike to protest against the company's announcement that it plans to lay off 3,000 of its 4,900 staff. �    Basescu said the restructuring is without doubt necessary, but should stretch over a longer period so that the city council can put in place measures to absorb the redundant personnel. 


� Global Water Report, April 28, 2000, “Ploiesti award for Vivendi”. �Vivendi has signed a 25 year concession with the municipality of Ploiesti. Thepublic water utility will be transformed into a corporation (APA NOVA SRL) of which Vivendi will hold 80% and the municipality 20%. The contract, which represents annual net sales of around Euro10m, covers capital investment of Euro26m to be invested over the next 15 years, with operating facilities and urgent rehabilitation works to be tackled first. 


� Source: PSIRU database; “Suez gets water concession in Timisoara with EBRD funding”, News ID 4385.


� Global Water Report 125, 6 JULY 2001, “Amga win in Albania”,p. 7 . 


Amga-led consortium Tirana Acque has won a 4-year technical assistance contract in Tirana (650,000 inhabitants), Albania worth over ITL20bn (€10.3m). The deal demonstrates the improved relationships between Genoa-based Amga and Rome's multi-utility Acea, which might bring further alliances in Italy and internationally.


The ownership structure of Tirana Acque is 32% owned by Amga, 32% by Acea, 8% by Empoli's municipally-owned Publiservizi, 20% by Ares (grouping of Emilia Romagna-based municipally-owned companies Cis Forlì, Seabo Bologna, Agac Reggio Emilia and Ami Imola) and 8% owned by Ancona's Consorzio Gorgovivo.


The contract falls within the framework of bilateral cooperation between Italy and Albania, the latter government regarding this as a first step towards the privatisation of the Greater Tirana Water Supply and Sewerage Enterprise. Technical assistance will initially be aimed at restructuring of the Enterprise.


In the first two years, assistance will also be provided in managing the 1,000km-long pipeline network, carrying out chemical testing, developing water treatment solutions and training personnel. The contract was awarded following a competitive tendering, with other bidders including a consortium made up of Enel and Acquedotto Pugliese and Palermo municipally-owned enterprise AMAP.


�Global Water Report, 14 January 2000, “BWB IN ALBANIA”. 


Berliner Wasserbetriebe (BWB) is seeking to operate the water supply in the Albanian town of Elbasan. It would thus become the first German water company to participate in a public-private-partnership project abroad. The Albanian project could be a model for further activities in developing countries, said Germany's foreign aid minister Heidemarie Wieczorek-Zeul. BWB wants to take over operation of the town's potable water supply for the next 30 years. �According to the company, DM33m ($ 17.4m) was needed for modernising the infrastructure during the first five years. More than two thirds of the money would come as a subsidised loan from the German government's reconstruction bank Kreditanstaltfur Wiederaufbau, (KfW). �At present, the water supply for Elbasan's 128,000 inhabitants only works four hours a day and three quarters of the water escapes from leaking pipes. Within the first seven years as operator, BWB wants to guarantee a round-the-clock supply, lift the connection rate from 80% to 98.5%, reduce water losses to 15%, and introduce cost-recovering tariffs. �The project is planned to start by mid-2000. However, contracts have not yet been signed and BWB said it was not clear whether it had to pay to become the water supplier. The infrastructure is currently operated by the municipality. 


� Global Water Report 130, 2 October 2001, “Uncertain steps towards privatisation in the NIS”, p. 4.


� BBC Worldwide Monitoring, 3 July 2001, “Armenian capital's mayor blames Italian company for poor water supply”. 


Yerevan, 2 July: The water supply situation in Yerevan chronically deteriorates in summer, which, to all appearances, is due to the "shoddy work" of the Yervodokanal Yerevan water canal operator A Utility company. Speaking about this at a session at the Yerevan mayor's office on 2 July, Mayor Robert Nazaryan pointed out that the number of complaints about poor water supplies had increased by almost 40 per cent in the first half of 2001 compared with the previous year. Nazaryan said that the Italian company had still not made any serious investments to repair and restore water pipes, big water consumers have not installed water metering devices and no criminal cases had been brought against the illegal use of water. �The mayor said that a full assessment of the activities of the A Utility company would be given next month - after the discussion of an annual report about the company's activities and the results of an independent audit of the company's activities, carried out by the independent audit company KPMG. �Nazaryan also said that as a result of talks with Gagik Martirosyan, chairman of the water economy committee of the Armenian government, a decision was made to include Yerevan in a World Bank programme for the restoration of irrigation systems. �The results of audits carried out by the Yerevan prosecutor's office in the sphere of water supplies to the capital in 2001 were also presented at the session. According to the results, only 25 per cent of drinking water received by the capital was used for its original purpose. Water loss was mainly registered in the internal network of Yerevan's water supply, which is essentially due to the unsatisfactory volume of investment in this sphere. 


� Lobina, E. & Hall, D. (2000) Public Sector Alternatives to Water Supply and Sewerage Privatization: Case Studies, in International Journal of Water Resources Development, Vol. 16, No. 1, pp. 35-55. Also available on the Internet: � HYPERLINK "http://www.psiru.org/reports/9908--W-U-Pubalt.doc" ��http://www.psiru.org/reports/9908--W-U-Pubalt.doc�. 


� MTI Econews, October 12, 2001, “Debrecen plans HUF 20bn sewerage expansion”. 


Debrecen is to launch a HUF 20bn public utilities programme between 2002-2006 which will give 90pc of the city's residents sewerage services, up from the current 70pc. �The city council discussed the 10pc self-finance part of the project at a meeting on Thursday. The city intends to cover half of the project's costs with ISPA funds, 40pc with government funds and the remaining 10pc will be self-financed by the city and four surrounding communities. To submit the application for the ISPA funds, local councils have to provide a self-finance plan along with a guarantee, which will be provided by Debreceni Vizmu, general manager Jozsef Anyos told Econews. Although the waterworks company is owned by the city council, ownership rights are exercised by Debreceni Vagyonkezelo (Asset Management) Rt. The board of Debreceni Vagyonkezelo undertook a guarantee to cover the 10pc self-finance part on Wednesday. �Debreceni Vizmu supplies water to 80,000 households in Debrecen. Last year, the company had after-tax profit of HUF 265m on net sales revenue of close to HUF 3bn, Mr Anyos said. �This year, the company projects after-tax profit of HUF 400m on net sales of HUF 3.2bn. The company charges HUF 121 per cubic metre of drinking water (incl. VAT) and HUF 85.80 per cubic metre for sewerage service. The price for sewerage service contains 2pc for development purposes. �The city council intends to raise 40pc of the project's costs from central funds earmarked for the purpose next year. �Applications for ISPA funds are evaluated in three rounds in Brussels every year. �The Brussels management committee will next meet around October 20 to decide on which of seven Hungarian ISPA applications submitted in 2001 to accept. The seven applications, any number of which may be accepted by the committee, do not include the Debrecen city council's application. �The project will involve the building of a new sewage treatment plant, from which the biogas generated will be used to produce enough energy to supply the plant with 60pc of its energy needs. 


� Lobina, E. & Hall, D. (2000) Public Sector Alternatives to Water Supply and Sewerage Privatization: Case Studies, in International Journal of Water Resources Development, Vol. 16, No. 1, pp. 35-55. Also available on the Internet: � HYPERLINK "http://www.psiru.org/reports/9908--W-U-Pubalt.doc" ��http://www.psiru.org/reports/9908--W-U-Pubalt.doc�. 


� EIB Press Releases, Luxembourg, 8 March 2001, “Poland: EIB finances water schemes in Lodz” (� HYPERLINK "http://www.eib.org/pub/press/2001/pa006.htm" ��http://www.eib.org/pub/press/2001/pa006.htm�). 


The European Investment Bank is lending EUR 31 million(1) to the City of Lodz in central Poland to upgrade the drinking water and wastewater networks. The EIB loan, which is granted for 20 years, will help the City of Lodz to implement a five-year infrastructure investment programme. In addition to the network improvements, the expansion of a wastewater treatment station and several collectors as well as some road works will be financed with the EIB loan. The European Commission is also participating in the financing under its grant programme ISPA, specifically aiming at environmental and transport schemes in the candidate countries.


With some 810 000 residents, Lodz is Poland’s second largest city. It is located on the Ner River, a tributary of the Odra, which flows into the Baltic Sea. The City’s authorities have recognised the urgency of investing in its water and wastewater systems in order to meet national and EU environmental standards, to attract new industries and to lift the quality of life for its inhabitants.


Over the last year or so the EIB has developed a strong role as an investor in water projects in the candidate countries and especially in Poland where water improvement schemes were financed in Zywiec, Torun, Bielsko-Biala and Sczecin, in addition to Lodz. Of nearly EUR 3 billion lent in the candidate countries last year, EUR 745 million (26%) went to environmental projects including numerous water schemes.


Since 1990 the EIB lent some EUR 3.8 billion (of which EUR 941 million in 2000) to projects in Poland, more than in any other EU candidate. About 1 billion went to Trans-European road and rail networks (TENs), with emphasis on upgrading major international road and railway axes. Telecommunications, gas and larger industry schemes also attracted substantial loans from the EIB. Small and medium-scale industrial investments as well as smaller energy or infrastructure projects are being furthered through global loans (credit lines) to commercial banks established in Poland. The EIB also helped rebuild infrastructure damaged during the 1997 floods in Silesia.


Since 1990, the EIB has lent EUR 13.7 billion to projects in the ten Central European EU applicants: Estonia, Latvia, Lithuania, Poland, the Czech Republic, Slovakia, Hungary, Slovenia, Romania and Bulgaria. EIB plans to lend around EUR 4 billion per year in Central Europe over the coming years. In addition, the Bank is helping the western Balkans where projects were already financed in Albania, Bosnia and Herzegovina and the Former Yugoslav Republic of Macedonia.


For further information, please contact the EIB's Information and Communications Department (Mr. Max Messner, tel.: +352 43 79 31 50, e-mail: � HYPERLINK "mailto:m.messner@eib.org" ��m.messner@eib.org�).


� European Report, January 24, 2001, “EIB finances water projects in Szczecin”. �The European Investment Bank said on 22 January that it is lending Euro 20 million to the city of Szczecin in North-Western Poland to upgrade municipal investment projects, particularly drinking water and waste-water networks. The EIB loan, which is granted for 20 years, will help the city to accelerate the implementation of its infrastructure programme and reduce pollution and health hazards, thus raising life quality for a population of some 400,000. The European Commission is also participating in the financing under its pre -accession grant programme ISPA, specifically designed for environmental and transport schemes in the candidate countries. �Szczecin, near the German border and at the mouth of the Oder River to the Baltic Sea, has a booming economy which is putting more and more strains on its infrastructure, in particular water and transport. The Helsinki Commission for environmental protection in the Baltic Sea (HELCOM) has identified Szczecin Bay as one of the hot spots for its actions. �Since 1990 the EIB lent Euro 3.8 billion to projects in Poland, more than in any other EU candidate. About 1 billion went to Trans-European road and rail networks (TENs), with emphasis on upgrading major international road and railway axes. Telecommunications, gas and larger industry schemes also attracted substantial loans from the EIB. Small and medium-scale industrial investments as well as smaller energy or infrastructure projects are being furthered through global loans (credit lines) to commercial banks established in Poland. The EIB also helped rebuild infrastructure damaged during the 1997 floods in Silesia. 


� EIB Press Release, 29 June 2000, “EIB finances water schemes in Torun, Poland” (� HYPERLINK "http://www.eib.org/pub/press/2000/pa019.htm" ��http://www.eib.org/pub/press/2000/pa019.htm�). 


The European Investment Bank is lending EUR 20 million (� HYPERLINK "http://www.eib.org/pub/press/2000/pa019.htm" \l "(1)#(1)" �1�) to the City of Torun in Northwestern Poland to upgrade the drinking water and wastewater networks and other schemes. The EIB loan is granted for 20 years and will help reduce pollution and health hazards, and generally raise life quality for a population of some 200 000. 


Torun is an old Hanseatic city and the birthplace of Copernicus. Thanks to its historic, cultural and architectural value the city was added to the UNESCO World Heritage List in 1997. The investments are important for developing tourism and generally widen the basis for economic development of the region. They will bring environmental benefits to the Vistula River and ultimately to the Baltic Sea. The European Commission may also participate in the financing under its new grant programme ISPA specifically designed for environmental and transport schemes. 


Since 1990 the EIB lent EUR 2.9 billion to projects in Poland, more than in any other Central European country. About 1 billion went to Trans-European road and rail networks (TENs), including some EUR 500 million for upgrading the major international East-west railway line. Telecommunications, gas and industry schemes were also financed. Small and medium-scale industrial and energy investments are being furthered through global loans (credit lines) to commercial banks established in Poland. The EIB also helped with the reconstruction of infrastructure damaged during the 1997 floods in Silesia. 


Since 1990, the EIB has lent some EUR 11 billion to projects in the ten Central European EU applicants: Estonia, Latvia, Lithuania, Poland, the Czech Republic, Slovakia, Hungary, Slovenia, Romania and Bulgaria. In addition, the Bank also participates in the reconstruction of the Balkans where projects were already financed in Albania, Bosnia and Herzegowina and the Former Yugoslav Republic of Macedonia. The EIB plans to double its lending in Central and Eastern Europe to an annual EUR 4 billion over the coming years. 


For further information, please contact the EIB's � HYPERLINK "http://www.eib.org/pub/contact.htm" �Information and Communications� Department (Mr. Max Messner, tel.: +352 43 79 31 50, e-mail: � HYPERLINK "mailto:m.messner@eib.org" �m.messner@eib.org�).


�


(1) 1 EUR = 0.613400 GBP; 4.03350 PLN. 


� EIB Press Release, 25 February 2000, “EIB finances water schemes in Southern Poland” (� HYPERLINK "http://www.eib.org/pub/press/2000/pa006.htm" ��http://www.eib.org/pub/press/2000/pa006.htm�). 


A loan of EUR 20 million(� HYPERLINK "http://www.eib.org/pub/press/2000/pa006.htm" \l "(1)#(1)" �1�) signed today by the European Investment Bank (EIB) and the "Association of Communes for Ecology" of Zywiec in Southern Poland, on Czech and Slovak border, will help upgrade and extend sewage systems and a wastewater treatment plant, to meet national and EU environmental standards. The Association is one of the firsts established in Poland between Municipalities that wished to combine their efforts and face jointly their needs in environmental investments. 


Commenting on the loan, EIB Vice-President Wolfgang Roth said 'The project will reduce pollution and health hazards, and generally raise life quality for a population of some 200 000 in Zywiec and in a number of villages along the homonymous lake and along the Vistula tributaries. It will facilitate the development of tourism and widen the basis for the economic development of the region 


Since 1990, the EIB, the European Union's loan financing arm, lent nearly EUR 2.9 billion in Poland, more than in any other Central European country. About EUR 1 billion went to Trans-European road and rail Networks (TENs), including some EUR 500 million for upgrading the major international East-west railway line, as well as urban transport schemes. 


In addition to transport schemes, the EIB mainly financed fixed and mobile telecommunication networks, environment-friendly infrastructure, the reconstruction of infrastructure damaged during the 1997 floods in Silesia. Support has also been provided for projects in industry and the gas sector. Small and medium-scale industrial, and energy and municipal investments are being financed through global loans (credit lines) to commercial banks established in Poland. 


Since 1990, the EIB has lent some EUR 11 billion to projects in twelve Central and Eastern European countries: Estonia, Latvia, Lithuania, Poland, the Czech Republic, Slovakia, Hungary, Slovenia, Romania, Bulgaria, the Former Yugoslav Republic of Macedonia and Albania. Between 1997 and 1999, annual lending in the ten candidates for EU accession averaged some EUR 2 billion. In line with decisions by the EIB's Board of Governors (the fifteen EU Finance Ministers), lending to projects in the region may double to an annual EUR 4 billion during the coming three year period. 


For further information, please contact the EIB's � HYPERLINK "http://www.eib.org/pub/contact.htm" �Information and Communications� Department (Mr. Max Messner, tel.: +352 43 79 31 50, e-mail: � HYPERLINK "mailto:m.messner@eib.org" �m.messner@eib.org�).


�


(1) 1 EUR = 1.95583 DEM; 0.621700 GBP; 4.15870 PLN. 


� EBRD Press Release, 28 December 2000, “EBRD financing to improve Krakow waste-water treatment and help reduce river pollution”.


Wastewater from Kraków, Poland’s third-largest city, will be treated more thoroughly and efficiently, helping clean up the nearby Vistula River, as a result of a €20 million loan from the European Bank for Reconstruction and Development (EBRD). The loan is being provided in two currencies - PLN 45.5 million and €10 million – reflecting the specific financing requirements of the borrower. 


The 12-year loan is being extended to Miejskie Przedsiebiorstwo Wodociagow i Kanalizacji w Krakowie S.A. (MPWiK), the municipal water supply and sewerage company, to enable it to extend and modernise its mechanical waste-water treatment facility and construct a biological treatment facility in the P·aszów area of the city. The European Union Instrument for Structural Policies for Pre-Accession Programme (ISPA) Programme has approved Krakow’s application for complementary grant financing of approximately €55 million.


"The EBRD’s loan will not only help to reduce pollution of the Vistula River," said Thomas Maier, the Bank’s Director for Municipal and Environmental Infrastructure. "It will also enable Krakow to comply with EU environmental standards and improve its sewerage and waste-water services to consumers and industry."


The loan is being provided to MPWiK without a financial guarantee from the city of Krakow. It will therefore enable the city to invest its resources in non-revenue sectors, such as housing, education or roads. The EBRD has carried out an extensive financial assessment of MPWiK. In view of its sound financial standing and management, the Bank is willing to take the full commercial credit risk of the company.


The project is one of a number in Poland and central Europe co-financed by the EBRD and ISPA. It results from close cooperation among EBRD staff, MPWiK, the city of Krakow, ISPA, the Ministry of Environment and the National Fund for Environmental Protection. It also marks the second EBRD loan in Krakow, the first having been signed in 1998 to improve the urban transport sector.


With a population of 740,000, Krakow is a regional economic centre for the south of the country. The city is an important focus for foreign direct investment, and has a BBB+ foreign currency credit rating. MPWiK is a joint-stock company wholly owned by the city and was established in 1994. It employs some 1,150 staff, and serves over 700,000 customers in Krakow and surrounding municipalities.


� EBRD Press Release, “EBRD’s first long-term zloty loan improves water services in the city of Bydgoszcz in Poland”, 12 January 2000.


The population of Bydgoszcz, Poland’s eighth-largest city, will benefit from better-quality drinking water and improved water services as a result of a loan of PLN 108 million (EUR 21 million) provided by the European Bank for Reconstruction and Development (EBRD). The 15-year senior corporate loan has been extended to Miejskie Wodociagi i Kanalizacja w Bydgoszczy Sp. Z o.o (MWiK), the municipal water supply and sewerage company. The Polish Ministry of Environment has, on behalf of the city, applied for complementary grant financing for sewerage improvement from the new European Union ISPA programme.¹ 


"This investment project not only brings important benefits through improved drinking water and environmental protection, but also includes innovative financing features," said Johan Bastin, the EBRD’s Infrastructure Business Group Director. "As well as being the EBRD’s first loan in Polish zloty, the project introduces a new financing structure for the country. The loan is also being provided to the municipal water and sewerage company without a financial guarantee from the city. This will leave Bydgoszcz financing capacity for investments in non-revenue sectors, such as housing, education or roads. It is also the first project in Poland that is expected to benefit from co-financing by the EU’s new ISPA instrument." Mr Bastin continued: "We hope to build on our close cooperation with the municipal authorities of Bydgoszcz to finance further infrastructure investments there."


Grazyna Ciemniak, Deputy Mayor of Bydgoszcz, said: "This project is the result of intensive cooperation between the city of Bydgoszcz, MWiK and the EBRD as well as the Ministry of Environmental Protection and the National Fund for Environmental Protection, which has led to a development programme for water and waste-water services in the city. The implementation of this project will improve water and waste-water systems in the city and will help to eliminate one of the "hot spots" under the Helsinki Convention. The improvement of living standards and the environment is the first priority in the development strategy of the city of Bydgoszcz, which aims to make a positive contribution to Poland's national plan for EU accession.


Stanislaw Drzewiecki, Managing Director of MWiK, said: "Despite continuous upgrading, the current water and waste-water system does not guarantee services of the required quality. Thanks to the EBRD's loan and the anticipated financial support from ISPA, MWiK will be able to solve its remaining technical and organisational problems. This will allow MWiK, which is celebrating its 100th anniversary, to become a modern company that meets EU standards."


The total project cost of PLN 294 million (EUR 56 million) will enable MWiK to meet its priority investment needs and will be used to finance improvements to drinking water supply and sewerage. These include modernisation of water intakes, upgrading water treatment plants, water supply network and pumping stations, intercepting sewer discharges to the Brda River, and extending the sewer network. The project will help MWiK to comply with EU environmental standards, and there will be significant environmental benefits through a reduction in the pollution of the Brda and Vistula rivers and the Baltic Sea. The project is also designed to increase efficiency in the provision of services by strengthening the operational and financial performance of MWiK and developing its contractual relationship with the city.


Bydgoszcz is the capital of Poland’s Kujawsko-Pomorskie region, and is a major contributor to the regional economy. Located some 150 km from the Baltic Sea, it has an inland harbour, and is a key centre for industry, including food processing, engineering, chemicals and electronics, as well as financial and other services. MWiK was established under municipal ownership in 1992, and employs 600 staff. It operates the city’s water supply and sewerage networks, two water treatment stations and three waste-water treatment plants.


¹ Note to the editor: ISPA is the Instrument of Structural Policies for Pre-Accession set up by the European Union.


� EBRD Press Release, “EBRD renews commitment to Riga Water in Latvia”, 20 November 2000.


The European Bank for Reconstruction and Development (EBRD) is lending €39 million to the Riga Water Company to improve the municipal water and waste-water system. It will be the first local service utility in Latvia to receive a direct corporate loan from an international financial institution. Under a creative structure that could be a benchmark for other municipal borrowers, the loan is backed by an undertaking municipal of support, but not a financial guarantee, by the city of Riga. In addition, it is an example of the effective approach the EBRD is taking to help improve the environment in its countries of operations. 


"The transaction shows that self-financing municipal services in Latvia can be financed without recourse to sovereign guarantees," said Thomas Maier, the EBRD’s Director of Municipal and Environmental Infrastructure. "The structure is innovative, as the loan is backed by limited undertakings from the city of Riga. It also allows Riga Water to make additional investments suited to its cash flow. The EBRD’s unique capacity to provide a full range of financing products to public sector borrowers becomes increasingly important as progress is made by municipalities and in legal and regulatory practices in the region."


The new EBRD loan will provide funding for the construction of sludge deposits for Riga’s waste- water treatment plant, installation of water meters in the city and extension of sewerage and water networks in two neighbourhoods. In addition, funds will be used for the re-financing of the existing sovereign-guaranteed commitments of the company, which have been used for the upgrade of Riga’s waste-water treatment plant and sewerage network rehabilitation. The city of Riga will provide the EBRD with an undertaking of municipal support, including the city’s adherence to agreed tariff schedules and other key obligations of the municipality towards the utility.


Uldis Bambe, Managing Director of Riga Water, noted that the waste-water element of the project will have a significant environmental benefit for the Baltic Sea. "Therefore the project represents a major milestone in our efforts to comply fully with EU environmental standards," he said.


� Stockholm Vatten, Environmental Accounts and Annual Report 2000, p. 40.


� EBRD Press Release, “EBRD brings cleaner, safer water to Lithuania - €14.7 Bank loan supports Phase Two of the Kaunas water and waste-water project”, 20 July 2001.


A €14.7 million loan from the European Bank for Reconstruction and Development to Kaunas, the second-largest city in Lithuania, will support a water and waste-water programme which should bring clean drinking water to the local people. 


The EBRD loan, part of a €41.3 million package, will complement an existing water and waste-water loan signed in 1995. This Phase Two loan will finance the removal of iron from the main water supply and will support the rehabilitation and extension of the existing water pipeline system in the city. The project will also finance secondary water treatment facilities at the city's waste-water plant, bringing even cleaner water to the city and its people. 


This is the first loan to a local service utility in Lithuania without a sovereign or municipal guarantee. Thomas Maier, Director of the Municipal and Environmental Infrastructure Team at the EBRD said the loan will demonstrate to other cities and banks that it is possible to finance well-run municipal services without such guarantees. Strengthening the municipal sector in these cities is not only important for improved living conditions, it will also bring the country a step closer to accession to the European Union, he added.


The project is being co-financed by the Kaunas Water Company, and the city has submitted a funding application to the EU's Instrument for Structural Policies for Pre-accession (ISPA) programme. As well as helping to clean rivers around the city, the project supports the country's environmental agenda. 


The EBRD is also helping to raise donor funds to assist with institutional development for the Kaunas Water Company and the city of Kaunas. The EBRD has already committed about �€1 billion in 40 municipal and environmental infrastructure projects across the region.


� Agence France Presse, “EU grants Lithuania 15.96 million euros for water purification project”, October 25, 2001.


The European Commission has confirmed a 15.96-million-euro (14.2-million-dollar) grant to finance a water purification project in Lithuania's second-largest city Kaunas, the city's water utility said on Thursday. ��Biological water purification stations to be installed by 2005 will increase the measure of purification of the Nemunas river, the biggest river in the country, from 70 percent to the EU-required level of 95 percent, Kauno Vandenys water utility said in a statement. The money has been allocated from the EU's ISPA program for supporting transport and infrastructure modernisation projects in EU candidate countries. ��The Lithuanian government will contribute 6.38 million euros to the project which is expected to cost 25 million dollars (28.2 million euros), and Kauno Vandenys has also obtained a 9.57-million-euro loan from the European Bank for Reconstruction and Development (EBRD). 


� Stockholm Vatten, Environmental Accounts and Annual Report 2000, p. 40.


� Stockholm Vatten, Environmental Accounts and Annual Report 1998, p. 37.


� Source: PSIRU database; “Vilnius: Water stays public”, 28 June 1998, News ID 3812.


� Baltic News Service, “Foreign banks to finance Vilnius water projects”, December 27, 2000. 


Foreign banks have agreed to provide financing for water purification projects in the city of Vilnius, municipal authorities said. ��Last week, Vilnius Mayor Arturas Zuokas and Lithuanian Finance Minister Jonas Lionginas signed an agreement under which the municipal water utility Vilniaus Vandenys is to receive credits from the Vilniaus branch of Poland's Kredyt Bank S.A. and the Riga-based bank A/S Vereinsbank Riga, backed with state guarantees. ��Kredyt Bank's branch is to provide a seven-year loan of 7.7 million euros to finance a project to build water purification installations at the Antaviliai water supply station, and Vereinsbank Riga is to invest 3.5 million US dollars in upgrading waste treatment facilities in the Lithuanian capital city. 


� BNS news agency, Tallinn (supplied by BBC Worldwide Monitoring), “Lithuanian government backs Vilnius water purification projects”, 22 September 2000. 


Vilnius, 21st September: The Lithuanian government on Thursday 21st September agreed to issue state guarantees to two foreign banks that are to provide financing for water purification projects in Vilnius aimed at improving the quality of drinking water in the capital city and reducing pollution in rivers and waterways. �The Vilnius branch of Poland's Kredyt Bank SA is to issue a 7-year loan of 7.7m euros, and the Riga-based German bank Vereinsbank Riga is to lend 3.5m US dollars for the same period. The loans will carry variable interest rates, 2.2 points and 2.5 points over three-month LIBOR, respectively. �A project to upgrade Vilnius's waterworks is designed to bring the quality of drinking water in line with European standards, and a project to modernize the city's waste treatment facilities is aimed at reducing waste water flowing into rivers and eventually reaching the Baltic Sea, Vytautas Kisielis, production manager at the municipal water company Vilniaus Vandenys Vilnius Water , told BNS. The projects are to be completed in 2001. 


� EBRD Press Release, “Kaliningrad to enjoy cleaner water with EBRD assistance”, 8 July 1999.


Citizens of the Russian city of Kaliningrad are set to enjoy cleaner drinking water as a result of a loan from the European Bank for Reconstruction and Development (ebrd). A substantial reduction in pollution levels in the Baltic Sea is also expected to result from the US$ 18 million (EUR 16.5 million) loan to improve the city’s wastewater collection and treatment infrastructure. 


"The long-term discharge of untreated wastewater into the Baltic Sea has left a legacy of serious environmental contamination," said Johan Bastin, EBRD’s Business Group Director for Infrastructure. "The Helsinki Commission includes the city of Kaliningrad on its list of major polluters of the Baltic Sea. With the help of the EBRD’s loan, the Russian government can remove Kaliningrad from this list of environmental offenders. Significant energy savings and improved quality of drinking water in Kaliningrad will also result." 


The loan will be made to the Russian Federation, to be on-lent to the municipal water and sewerage company Kaliningrad Vodokanal. It will finance the upgrading of a groundwater treatment plant; completion of a new wastewater treatment plant; and the rehabilitation of pumping stations, wastewater collectors, water mains and the water supply network. It will also supply technical services and help to finance the installation of water-meters. 


The total project cost will be US$ 62 million (EUR 63 million). Additional financing will be provided by the Swedish International Development Agency (SIDA), the Danish Environmental Protection Agency (depa), the Nordic Investment Bank (Nib) and the Nordic Environment Finance Corporation (Nefco). The project will be implemented over a four-year period from 2000 to 2003.


An important component of the project is a comprehensive institutional strengthening and capacity building programme. This will improve the financial and operational performance of Kaliningrad Vodokanal and strengthen the city’s capacity to administer and regulate the sector. It will also help the city to review its tariff policy for water and wastewater services, which is needed to ensure a sustainable financial basis for the provision of the services.


� Stockholm Vatten, Environmental Accounts and Annual Report 2000, p. 40.


� EBRD Press Release, “St Petersburg improves water supply and waste-water services with EBRD financing”, 17 July 1997.


A large investment programme is being undertaken upon by the City of St Petersburg to improve the quality of drinking water and sewerage systems for its 5 million inhabitants. To help finance the first stage, which comprises a priority programme of DM 300 million, the European Bank for Reconstruction and Development (EBRD) is providing a loan of DM 127 million (ECU 65 million) to Vodokanal St Petersburg, the City-owned water and sewerage company. 


"This financing marks a historic step," said Johan Bastin, Director of the EBRD's Municipal and Environmental Infrastructure Team, in St Petersburg today. "It is the first time that a multilateral financial institution has provided a loan to a municipal utility on a non-sovereign basis, without any state or commercial bank guarantee." 


Mr Bastin continued: "In doing so, the EBRD not only builds on its unique mandate but it also underpins its key strategy of supporting the decentralised provision and financing of municipal services and infrastructure. Vodokanal's operational performance, the quality of its management and the strong support it has from the City of St Petersburg allow the EBRD to rely solely on Vodokanal's financial strength to repay the loan."


"Vodokanal is one of the best performing municipal utility companies in St Petersburg," said Igor Artemiev, City of St Petersburg's First Vice Governor. "The improvement of water and sewerage services is a key objective of the City, which fully supports the investment programme. The City's international financial standing was crucial in Vodokanal attracting EBRD financing."


The priority programme will improve the quality of drinking water in St. Petersburg, reduce pollution from municipal waste-water discharges in the Gulf of Finland and the Baltic Sea and enhance Vodokanal's operational efficiency. The project will improve Vodokanal's creditworthiness, strengthen its financial and operational performance and create the right conditions for the company to embark on its long-term investment programme on a financially sustainable basis.


Felix Karmazinov, Vodokanal's General Director, added: "By starting this important capital development programme and by taking on the EBRD's loan, Vodokanal demonstrates its commitment not only to improving the basic living conditions of the local population but also to reducing the environmental pollution of the Baltic Sea."


The EBRD's loan, divided into two tranches of DM 55 million and DM 72 million respectively to be paid back over ten years, is guaranteed by the City of St Petersburg and will be backed up by a separate project support undertaking from the Russian Government. The proceeds will be used to finance the construction of a water purification plant; the supply and installation of consumer and network water meters; the rehabilitation of the sewerage and water supply network; and the connection of open sewage discharges to the waste-water treatment plant.


Besides the EBRD's loan, there will also be a loan from the Nordic Investment Bank and financial contributions to the investment programme from Vodokanal, the Governments of Denmark, Finland, Germany and Sweden, and the Nordic Environment Finance Corporation.


� 28 Aug 1998 ST PETERSBURG TACKLES POLLUTION: Global Water Report FT Bus Rep: Energy 


A Swedish-Finnish-British consortium formed by Stockholm Vatten AB, (Stockholm Water), the City of Helsinki Water and Waste Water Works and Severn Trent Water International has signed a co-operation agreement to assist the restructuring and reorganisation of Vodokanal, the St Petersburg water enterprise, which serves seven million people and employs about 10,000.


Vodokanal, which has already started modernising its technical facilities to fulfil EU requirements for drinking water by the year 2015, is planning large investments in water works, wastewater treatment plants and pipe networks. Financed mainly by the European Bank for Reconstruction and Development (EBRD), these investments are conditional upon a considerable


improvement in the operational performance and the financial sustainability of Vodokanal. That is where the support of the European consortium comes into play. According to the contracts signed on 12 August at the Stockholm City Hall by


Vodokanal's director general Felix Karmazinov, a total amount of SEK30m (around #3.5m) will be spent on this project by Swedish Sida, Finland's Environment Ministry, Britain's Department for International Development and the KnowHow fund. The EBRD has provided separate funding to the UK consultant, Mott MacDonald, for procurement work. Mr Karmazinov, who emphasised Vodokanal's commitment to complete the project


by the set deadline of 2001, also remarked the important role that this agreement will play in developing vital basin-wide cooperation in the sensitive Baltic Sea area, which suffers, in particular, from pollution from St. Petersburg. Stockholm Water already has a #120m project for the cleanup of Riga in Latvia, and there are various partnerships involving Stockholm Water and Helsinki Water to aid clean-up operations in Estonia and Lithuania.


The division of work in the project was agreed by the contracting parties. Stockholm Water will develop strategies to limit water demand and consequently adjust the need for wastewater treatment. Water consumption in St Petersburg currently amounts to approximately 670 litres per person, around four times the average consumption in Stockholm and other European cities. Stockholm Water will also develop IT strategies, through the work of Swedish company Enator.


Helsinki's water responsibilities include the development of Vodokanal's personnel and finance administration, as well as leadership development and the arrangement of training schemes. Helsinki Water is not new to co-operation with the St Petersburg water authorities. The first agreement of this kind with Vodokanal was signed in 1995.


Britain's Severn Trent Water International, one of the largest water


companies in the world, will lead the project and assist with the


development of water tariff systems, invoicing, economy and reporting.


� Stockholm Vatten, Environmental Accounts and Annual Report 1998, p. 37.


� Stockholm Vatten, Environmental Accounts and Annual Report 2000, p. 40.


� For the experience in Grenoble, France, see “Private to Public: International lessons of water remunicipalisation in Grenoble, France”, August 2001, � HYPERLINK "http://www.psiru.org/reports/2001-08-W-Grenoble.doc" ��http://www.psiru.org/reports/2001-08-W-Grenoble.doc�. 


� - UK (problems with privatisation): “UK Water privatisation – a briefing”, February 2001, � HYPERLINK "http://www.psiru.org/reports/2001-02-W-UK-over.doc" ��http://www.psiru.org/reports/2001-02-W-UK-over.doc�. 
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