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Business Opportunity - Kenya

4 I
s Large potential market — Community water projects >

3000

+** Limited supply of finance - subsidy finance is
unpredictable
» delays of up to 5 years

N

» Focused on new investments
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Pilot Project to overcome market constraints

s Affordability — High interest costs and short loan tenors — B
Project development — limited capacity to prepare
_ projects at community level y
[« Market distortion of subsidies - subsidy finance is )
generally input driven

Context
4
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Microfinance Pilot Project - Institutional Arrangements

Policy/
Regulation Finance

o ]/\[ ——

Implementation

[ Support ] [Projectlmp.]
Organization Consultant

~_ -

Oversight

Key Features:
- 21 projects

5

WSP-Af - 2m USD total
investment
Capacity - 60000

| i”“i‘ii ; beneficiaries



aOﬁ WspP Background

Microfinance Pilot Project - Project Cycle

Eligibility Community water project submits required
documents to meet the eligibility requirements

Assessment Independent assessment of project viability by
support organization

Loan Appraisal K-Rep appraises loan application

Implementation Project construction assisted by Project
implementation consultant

Post Business development services support project
operations and strategic planning 6

implementation
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Microfinance Pilot Project — Financial Struture

Organization During After ‘Outputs’ are
construction achieved

Community 20% 20%

Contribution

(equity)

K-Rep Bank 80% 40%

(loan)

GPOBA 0%, EEEp ;g9

(subsidy)

Total 100% 100%
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Typical project: Karaweti Community Water Society
¢ Population ~ 10 000 residents — 2500 HHs

+»» Total water connections — 600

¢ Pumped scheme — 2 days per week/ 12 hrs per day

Investment project = 70 000 USD
** Metering (zone + HH) and new borehole

+* Added 50 new connections immediately (will grow by
300 in first years)

¢ 24hours /7 days a week service
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+* 13 loan applications submitted to K-Rep Bank

» 4 with final stage ‘blockages’ — water resource conflict, asset
ownership questions

» 4 decided not to proceed — grant competition, insufficient water
resource

» 12 approved — widening scope of project

+»* 8 loans applications approved and disbursing
» Total approved value — 72m Kshs
» Total disbursed value — 55m Kshs

¢ Cost savings — negotiated discounts
» Pipe/pump/tank suppliers — negotiated up to 50% discount
» Overall projects savings ~ 20% (compared to BoQs 2 years old!!!)
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{ +* Legal issues A
» Clear jurisdiction specification

\ » Customization to specific system needs D

4 » Legal registration issues — Public trust D)

¢ Technical Design issues — quality/ timeliness

+»* Slow and difficult process for environmental approval

Product
Development

** Project implementation consultant capacity
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+* EU water facility funding to increase scale and scope of
pilot
» National scope with total projects targeted of about 60
+»* Create a project development facility to fund
» Technical design
» Business plan
» NEMA approvals
» Loan application submission
*»* USAID Development Credit Authority partial credit
guarantee

» Reduce collateral requirements at K-Rep Bank
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*** Project Development Facility

¢ PPIAF funded (though new Sub National TA program) —
523 000 USD

¢ Partial demand side matching grant to eligible
communities

» Eligibility defined in terms of preparation and anticipated
creditworthiness

+¢* Standardized TORs to contract consultant

¢ Performance based payment for successful loan
applications
¢ Application process
» Screening - K-Rep Bank

» Award — Water Services Trust Fund (through private fund

manager)
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+»* Partial Credit Guarantee
** Development Credit Authority — USAID 5m USD facility

¢ Limited collateral in new projects especially
» Cash collateral
» Personal guarantees
» Excessive phasing of projects
s Will allow K-Rep to widen lending in the water sector away
from the narrow community piped sub-sector
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*** Post-implementation Business Development Services
** GIS mapping of piped water system and (non)customers
** Connection to billing software

¢ Outsourced management of bill production and system
diagnostics (financial and technical)
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