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1 PROBLEM

System Failure:

To achieve the Sustainable Development
Coals (SDGs), accelerated action and the
allocation of multiple resources are
required. Global capital flows well to sover-
eign states, but non-sovereign entities, for
example River Basin Organizations (RBOs),
regional organizations or commissions, do
not have direct access to international
capital  markets. Current financing
approaches to water and related invest-
ments are overly administrative, coun-
try-based, and sectoral. There exists no
financial instrument that can get financ-
ing directly to an RBO. As of today, these
regional non-sovereign entities mainly
derive financial resources for their projects
from individual member state contribu-
tions. This process is usually slow and ineffi-
cient, resulting in a complex web of condi-
tionalities  and contracts, oversized
projects, and a lack of holistic planning.

PROBLEM

Missing the Peace Dividend:

Around two-thirds of the world's trans-
boundary rivers do not have a cooperative
management framework, making water
supply a potential trigger for social unrest
and conflict!. In times of increasing water
stress, joint and inclusive water manage-
mentisvital in promoting peaceful cooper-
ation and sustainable development. The
peace dividend that arises from trans-
boundary, cross-sectorial, and intergenera-
tional water management is currently not
valued by policymakers and investors.

Problems and Solutions

SOLUTION

“Fixing the system failure...”

The Blue Peace Financing Initiative uses
water as an entry point to enhance cooper-
ation at transboundary, cross-sectoral, and
intergenerational levels, and therefore
drives sustainable development, promotes
circular economies, and fosters more resil-
ient and peaceful societies. The Blue Peace
Financing Initiative achieves this by
designing cooperation mechanisms that
underly a new financial incentive for coun-
tries and sectors to cooperate on the
sustainable management of shared
resources, and reduce social, political,
health, environmental, and economic risks.
The initiative provides new multisectoral
and regional impact investing opportuni-
ties by promoting access to the investment
ecosystem for regional non-sovereign enti-
ties, and by facilitating access to financial
capital for multisectoral and joint invest-
ment plans.

SOLUTION

“..while providing a Peace Dividend”

From the investors' perspective, multisec-
toral investment plans offer very interest-
ing risk reduction properties. The likelihood
of political, social, or economic conflicts
driven by diverging interests can be
reduced if all parties are involved in agree-
ment negotiations that account for water
availability and the right to affordable
water for the poor. The Blue Peace Financ-
ing Initiative invests in peace through
water, and therefore comes with a peace
dividend by assigning value to peaceful
and sustainable agreements among stake-
holders.

"https/Mww.unwater.org/water-facts/transboundary-waters/
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The Vision

The Blue Peace Financing vision is to promote access to capital for non-sovereign entities by using
water as an entry point for multi-stakeholder cooperation frameworks, which will lead to more
sustainable economies and peaceful societies (a peace dividend). Hence, investing in Blue Peace
supports the achievement of the SDCs while also transforming water from a potential source of

conflict into an instrument of cooperation and peace.

The Blue Peace Financing Initiative is a catalyst for systemic change on two levels:

It will change the financial sector's
approach to and perception of water, not
as a distinct sector, but as an entry-point
for multisectoral and regional impact
investment opportunities.

Theory of Change

The Blue Peace Financing Initiative begins
by transforming the policy and regulatory
framework of the non-sovereign entity
through capacity building and technical
assistance (TA). The resulting deliverables are
the transboundary and multisectoral master
and joint investment plans; based on these,
the non-sovereign entity can issue a Blue
Peace Bond and gain access to capital. The
mobilized capital will be used for the imple-
mentation of projects under the joint invest-
ment plan, including infrastructure develop-
ment and for the benefit of the local com-
munities. . This will allow the non-sovereign
entity to upgrade its livelihood assets and its
own creditworthiness, thus enabling it to
scale up its capital mobilization activities.
Hence, the Blue Peace Financing Initiative's
theory of change is a transformation cycle
that leads to a self-reinforcing process of
mobilizing public and private capital.

It will provide a new financial incentive
for countries and sectors to cooperate
and establish political agreements on
the sustainable management of shared
resources, and reduce social, political
and economic conflicts.
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How does the Blue Peace Financing
Initiative Work for River Basin
Organizations (RBOs)?

THE BLUE PEACE FINANCING INITIATIVE:

Supports access to capital for RBO
member states through master
and joint investment plans

Facilitates the development of
joint  investment plans that
respond to the needs of the local
population and are owned and
managed by the members states

Takes a portfolio approach based on
inclusive master and joint investment
plans that allow for diversification and
cross-subsidization, making the RBO
financially efficient

Assists with the creation of a port-
folio through an inclusive negotia-

Takes a blended finance approach,
where the public sector provides
the risk insurance and assumes part
ofthe risk mitigation, allowing private
investors to step in at lower risk

Improves the investment'’s risk-re-
turn profile, making it possible to
attract additional private investors

Reduces the specific government
burden of each project through an
underlying insurance mechanism

Uses a new financing structure that
blends public money and private
capital toinvest in a new type of finan-

tion process that involves all
relevant stakeholders, including
civil society and local commmunities

cial instrument: the Blue Peace Bond

@ THE BLUE PEACE BOND:

« Will be issued by a Special Purpose Vehicle (SPV) created and owned by the RBO
« Will be issued based on the joint investment plan

« Will be backed by cash flow from underlying projects: debt and interest will
be paid back from the cash flow generated by underlying projects

« Has a structure that will depend on the revenue expectations of the joint
investment plan

« Bond issuance proceeds will be ringfenced to the joint investment plan and
managed by the SPV

« Is the beginning of innovative financing for the RBO’s future masterplans
« |Iscomplementary to other instruments and public financial sources

« Provides a new opportunity for regional and multisectoral impact investing
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The Blue Peace Financing Initiative for RBOs has two main phases: (A) the long-term capacity
building of the RBO (strengthening the policy framework) which will allow it to access (B) a new
form of capital (capital mobilization):

Figure 1: The Blue Peace Financing Mechanism for RBOs
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1. Blue Peace Financing Partners provide technical assistance to the RBO for steps (2) and (3)

2. The RBO develops a master and joint investment plan

3. The RBO creates a Special Purpose Vehicle (SPV)

4. Blue Peace Financing Partners mobilize the bank as lead arranger for the structuring of the financing
instrument: the Blue Peace Bond

5. Blue Peace Financing Partners mobilize and contribute to the insurance for the de-risking mechanism

7. Blue Peace Financing Partners mobilize the first-mover investors who buy the Blue Peace Bond

8. The SPV manages and implements the projects under the joint investment plan with Blue Peace
Bond proceeds
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9. The SPV repays interest and principal to investors through the cashflow of the underlying projects




Pilot Case: The Gambia River Basin
Development Organization (OMVG)

The Gambia River Basin Development Organization (OMVG) was created in 1978; its member
states comprise The Gambia, Guinea, Guinea-Bissau, and Senegal. Within OMVG, the High Com-
mission is the implementing agency of integrated development programs for the rational and
coherent exploitation and management of shared resources in The Gambia, Kayanga/Geba and
Koliba/Corubal river basins. OMVG has proven to be the ideal pilot case RBO to demonstrate the
Blue Peace Financing Initiative, in part because it is a well-established RBO with a legal framework
that provides the necessary authority for OMVG to raise and manage funds. In addition, OMVG has
proven to be open to trying new ways of financing. Furthermore, OMVG has proven to have a
strong political will and support from its member states. This was emphasized through a resolu-
tion announcing OMVC'’s partnership with the Blue Peace partners on exploring innovative
financing mechanisms, including the Blue Peace Financing Initiative, to implement projects in
the context of its masterplan. This resolution was signed in December 2019 by the President of the
OMVGC Counsel of Minsters. Consequently, a formal memorandum of understanding (MoU)
between OMVGC and UNCDF was signed in the first half of 2020. The implementation phase was
kick-started in two stages:

'I The technical assistance process, which will support the RBO in its development of master
and joint investment plans. Through this process, the RBO will also gain the institutional
capacity needed to issue a financial instrument-the Blue Peace Bond-on the capital market.
Finally, the RBO will be better positioned to absorb financing with the ability to roll out physi-

cal infrastructure and ringfence the revenues it receives to pay back investors.

2 Provide support to OMVG during the process of issuing the financial instrument on the capi-
tal market (this process will include subsidizing the guarantee mechanism).

OMVG has decided to submit the Blue Peace Financing Initiative as its flagship project for
the 9th World Water Forum, which will be held in Dakar in March 2022.
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Measuring Impact-

The Economist Impac, a leading expert in designing composite indices that compare countries
and cities on their performance in key policy areas, developed the Blue Peace Index. This index
examines the extent to which countries and basins are managing their shared water resources in
a sustainable, equitable and collaborative manner. The index is a tool for understanding the chal-
lenges and opportunities for improving transboundary water cooperation and management, and
therefore provides a framework with which to design impact indicators for any project under the
Blue Peace Financing Initiative. Furthermore, the Blue Peace Financing Initiative will use the Blue
Peace Index to advance key impact measurement frameworks, including impact monitoring,
reporting, and communication, while also contributing to national and regional development
goals alongside the SDGs. The Blue Peace index scores each basin, and the countries that fall
within them, according to five categories:

RS i &

Policy and legal Infrastructure Institutions and
framework and finance participation

Co-operatin Water management
context instruments

What Are the Returns on
Investment and Impact (Rol)?

Blue Peace investments provide interesting risk-return profiles because they focus on innovative
financing mechanisms and implementation frameworks to finance joint investment plans that
cover multiple sectors, such as energy, agriculture, fisheries, potable water, transportation, and
ecosystem services. Joint investment plans can significantly reduce the likelihood of conflict
because they create a common understanding of sectoral, political, and generational interests
based on current and future water availability. Therefore, joint investment plans reflect a balanced
and enduring compromise between stakeholders and offer interesting risk reduction properties
for investors. The Blue Peace Financing Initiative targets non-sovereign entities, such as RBOs and
local governments, both of which are key to the integrated and sustainable management of water
but lack fair access to capital. Blue Peace bonds facilitate their access to capital markets to fund
sustainable joint investment plans at reasonable interest rates. In doing so, the Blue Peace Financ-
ing Initiative also provides a peace dividend, by assigning financial value to cooperative manage-
ment frameworks and peaceful agreements. Hence, when investing in Blue Peace, the Rol takes
two forms: a financial return on investment and a social/environmental return on impact (through
the peace dividend).

2https//oluepeaceindex.eiu.com/H/
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Scalability for Transboundary
Basin Organizations

*https/Mww.unwater.orgiwater-facts/transboundary-waters/




How Can You Support Blue Peace?
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When You invest in Blue Peace,
You Invest in:

Clean water
Waste

management

Local
development

Regional
cooperation

All Conflict
SDGs prevention
A portfolio of
Green economy water-related
Equitable water use projects

A new form of Sustainable
impact investing \water use

Multisectoral Pea Ce

cooperation

Transboundary Food A new financial
cooperation security ecosystem

Intergenerational Local Decentralized
cooperation communities systems

Non-sovereign entities
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