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Facilitating Policy Dialogue and Developing a National Financing Strategy for Urban and Rural Water Supply and Sanitation in Moldova.
	MEETING RESUME
	


	Subject
	Steering Group Meeting to discuss

Baseline Scenario

	Date
	13th March 2007

	Location
	Chisinau (Tourist Hotel Conference Room)

	
	

	Participants
	Valentin Guznac, Vice-minister, Ministry of Public Local Administration (MPLA)  Chairman

	
	Valeriu Cojocaru, Chief of Direction of Water Supply and Sanitation Policy, Agency of Construction and Territorial Development (ACTD)

	
	Efim Agachi, Member of Parliament

	
	Vadim Ceban, Ministry of Economics and Trade (MoET)

	
	Jesper Karup Pedersen, EUWI EECCA Technical Secretariat

	
	Francis Delaey, Senior Banker, EBRD

	
	Silvia Apostol, Development Officer, DFID

	
	Peter Borkey, Programme Manager, OECD

	
	Alexandre Martoussevitch, Project Manager, OECD

	
	Libor Novac, Ministry of Environment, Czech Republic

	
	Ion Salaru, Chief of Department of Hygiene of Environment, Ministry of Health (MoH)

	
	Andrei Isac, Executive Director, REC Moldova (RECM)

	
	Nicolai Laptedulce, Deputy Chief of Direction of Water Supply and Sanitation Policy ACTD

	
	Katherina Pirozhenko, EC Monitor

	
	Constantin Murariu, Chief of mission, USAID

	
	Sandu Ghidirim, Infrastructure Projects Officer, World Bank (WB)

	
	Ion Junea, Technical Director,  Apa Canal Chisinau(ACC)

	
	Mihai Stirban, Deputy Director, Moldova Apa Canal Association (MACA)

	
	Mihai Cojocaru, Economist, Apa Canal Chisnau (ACC)

	
	Mike Allport, Senior Technical Manager, Jacobs Ltd

	
	Sohail Hassan, Chief Economist, Jacobs Ltd

	
	Valentin Bordeniuc, Local Consultant

	
	Tatiana Ivanova, Local Consultant


	Item
	Notes

	1
	The meeting was introduced by Mr Guznac, stating that the objective of the meeting was to obtain the views of participants on sector priorities.

	2
	Participants were invited to send their comments on the draft report focussing on their ideas on priorities, in writing by the end of the month.

	3
	The Consultants gave a presentation showing their findings on:

· Existing situation

· Existing service levels and trends

· Dramatic impact of metering on consumption

· High power consumption

· Low infrastructure utilisation

· Baseline Scenario

· Options & selection of baseline

· Expenditure by sector, size of town and by type of expenditure

· Financing requirements and possible arrangements

· Potential for user charges

· Indicative budget support level

· Indicative IFI financing

· Considerations for alternative development scenarios


	4
	A comprehensive discussion followed the presentation in which many interesting subjects were raised and discussed, details and clarification of existing sector funding and constraints, valuable observations, suggestions and recommendations. The following summarises some of the main points of the discussion pertinent to sector priorities and direction.
· Regionalisation: there was general agreement that some form of regionalisation was required to reduce management burden for smaller towns and to introduce a level of tariff equity across the regions using average unit costs. Thereby improving the affordability in the smaller towns where costs are highest while income levels are lowest. Chisinau Apa Canal supported this idea of extending the responsibility of Apa Canals to rural areas and suggested establishing regional Apa Canals in the North, Centre, South, Gagause Autonomy and Transniestia. This is the subject of a proposed new Government Policy currently being drafted.
· Metering: Metering in principal was welcomed, but it was agreed that there was a crucial need to introduce legislation to prohibit usage of low quality meters (Class A +/- 40%) and specify only Class C (+/- 3.5%) meter specification, and to reduce the number of types of meters in use.

· Regulation: there was unanimous agreement that a central water tariff regulator is required.
· The Agency informed the meeting that a new Government water strategy has been developed. It is currently being coordinated by the interested Ministries, and will be presented to parliament for approval. If possible, this should be modelled in the next phase of this project.

· Affordability at 6% of average household income was considered too high, and a figure of 5% was proposed with obligatory targeted social assistance for the poor (Chisinau Apa Canal).
· In terms of sector priority, there was a general tendency towards favouring investments in Water Supply (MACA), but this was not unanimous (MoH).
· In terms of territorial priority, there was a general tendency towards favouring rural areas, but this was also not unanimous (MACA).
· A number of participants doubted that the MDG’s could be achieved by 2015.
· The IMF requirement for Moldova to borrow on concessionary terms means that lending from banks such as EBRD is not possible without the project attracting a significant proportion of grant co-financing (minimum 35%)

· A number of participants pointed out the poor coordination of some loans received is a constraint to attracting more sector investment.
· The level of budgetary support to the sector, as suggested in the baseline scenario of around 2% of Government budget, although substantially higher than existing levels, should be possible, especially when compared to other countries.

· The level of international support of around Lei 450 million per year should be possible, but this would be conditional on institutional improvements. 
· One recommendation (REC & MACA) was to consider how to mobilise public participation in the process

· Ministry of Economy: Recommended that public/private partnerships should be an essential component of any future strategy for the development of water and sanitation sectors.  The OECD recommended that this subject should be discussed with the Ministry and the next report should comment on the scope of such development.

· A number of participants (EUWI, EBRD, MoEconomy, MoHealth) stressed that, to attract international investment, certain institutional issues need to be addressed, including:
· Tariff regulation

· Improved utility management, which could be linked to regionalisation and private sector participation

· Improved Government implementation capacity for internationally financed projects.

· Tighter controls on metering with respect to quality of meters, regular calibration and replacement.

· The EUWI representative stressed that, to improve their chances to attract sector funding, the Government should prepare an institutional improvement strategy, including reference to legal processes, for presentation at the October Belgrade Conference.



	5
	Peter Borkey summarised the findings of the meeting and said that comments and recommendations would be used to formulate a number of alternative development scenarios for discussion at the next meeting.

	6
	The Chairman thanked all participants for their valuable contributions on such an important subject


[image: image4.wmf]®

GIBB

[image: image5.png]EUWI

FU WATER INITIATIVE



[image: image6.jpg]* % %

X %

* g X



