Distr.
RESTRICTED

ECE/CECI/PPP/2016/CRP.2
14 October 2016

ENGLISH ONLY

ECONOMIC COMMISSION FOR EUROPE
COMMITTEE ON ECONOMIC COOPERATION AND INTEGRATION

Team of Specialists on Public-Private Partnership
Eighth session

Geneva, 20-21 October 2016

Item 3 of the provisional agenda

Case studies on People-first PPPs

Conference room paper submitted by the Secretariat

Summary

Since the International PPP Forum in March 2016, the UNECE has gathered a number of
cases studies from different sources — public sector, NGOs, academia and the private sector.
This paper collects the 14 case studies from all over the world covering a wide variety of
sectors from water to energy, and roads to agriculture that will be presented at the eighth
session of the UNECE Team of Specialists on PPPs on 20 October 2016. The case studies
have one thing in common: they all aspire to achieve the SDGs.

The case studies are being circulated by the secretariat as received by their proponents. They
have not yet been properly assessed against the SDGs, and one of the key outcomes of the
session is expected to be the evaluation of these case studies against a number of SDG-related
criteria.
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Case 1

Armenia

Water Sector

Public Private Partnerships in the Water Sector in Armenia

Case study presented by: Gagik Khachatryan



Public Private Partnership
in the Water Sector of Armenia

15 years of PPP experience

Gagik Khachatryan
Advisor of Prime Minister of Armenia
gagik.q.khachatryan@gov.am

Content

Background and rationale for the reforms
+ The main objectives of the reforms
* Main Directions of the reforms
* PPPs in Water Supply Companies of Armenia
+ Second Generation of the reforms
+ Lessons Learned
* Impact of the Armenian Reforms in the framework
of the SDGs .f"’éiu




Background and Rationale for PPPs in Armenia

' The water sector of Armenia faced serious prublems:\“‘-\,
following the collapse of the Former Soviet Union.

* Insufficient funding, poor management led to the
deterioration of network and increased losses.

= Water supply duration was insufficient and the
quality of water supply was at hazardous level.

* The financial situation of the water utilities was
precarious.
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The main objectives of the reforms
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= Improving WSS sector governance and regulation |

= Clarification and separation of Governmental
bodies’ functions

* Ensuring proper financial flows in the sector

* Identification of centralized and decentralized
forms of management in the sector

~ * Strengthening the sustainability of WSS companies |
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Main Directions of the Reforms

/‘ ™
Legal Reforms \

Institutional Reforms |
Investment Priorities
Tariff Policy

Water Metering

MNational Water Council

Overall State Policy on Water Resources

Water Resources Management State Committee of Water Economy of the
Agency Ra hinistry of Agriculture
[Ministry of Mature Protection)

i N
Public Services flesources | Infrastructure
i | Management Management
egulatory | s
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Water Supply Companies of Armenia

Yerevan Djur CJSC

/F;m of management: Lease contract \
Operator: Véolia, France
Term of leasing: 2006-2016

. ) Yerevan city and nearby 32 rural
Service area; settlements

Population under the 1 123 thousand people
\\ service area:




Comparative Data of Yerevan Water Utility

One year | At the end of
before the Lease
Main Performance Private Management | Contract with
Indicators Sector Contract with | Véolia Water,
Involvement, A-Utility, f2015/
f2000/ f2005/
Water Supply Duration
{hours) 4-6 18.4 235
Water Quality (%) 96.5 a7.2 100
Energy Consumption
(Million Kw/H) 240.3 124.2 24.9
Collection Efficiency (%) 21 86 98 |
g
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Armenian Water and Sewerage CJSC

Ve
/Form of management. Management Contract

Operator:
Term of contract;
Service area;

Population under the
| service area;

Saur, France

2004-2016

37 urban and 271 rural settlements

612 thousand people
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Progress of Key Performance Indicators of
Armenian Water and Sewerage Company

Main Performance Indicators 2004 2015
Base Year

Water Supply Duration (hours) 4-6 18.7

Water Quality (%) 94 98.7

Energy Consumption (Million Kw/H) 64.4 32.5

Collection Efficiency (%) 48 91.0 .
PR
st B
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Shirak, Lori and Nor Akung Water Sewerage

» Form of management:
» Operator:

» Term of Contract

» Service area;

» Population under the
service area:

Companies

\

Management Contract

Consortium consisting of SAUR, MVV decon
GmbH, MVV Energie AG and AEG Service LLC

2004-2016

5 urban and 61 rural settlements
375 000 people
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Progress of Key Performance Indicators 3 utilities

Performance Indicators 2009 2015
of 2 RC Sl B Base Year
. Lori WS 65 22
fgg&f;?”pp'y Duration - “gpiak ws 77 | 2 |
Mor Akung 211 24
Lori WS 211 0
Water Quality (Number of Szrilrak WS 71 l 0 |
incompliant tests) s o | 0 |
Lori WS 70.3 68
Water Losses (%) Shirak WS 823 | 79 |
Mor Akung 74.4 67.4
Lori WS 77 | 99 |
Collection Ratio (%) Shirak WS 76 98
Nor Akung 100 | 98

Compliance with the OECD PPP Principles

0% 72,9%

T

60%

o | 181% 48,6%
40%

30%

20%

10%

0 -

Average  Anmenia Fussia

47,2%

Georgia  Ukraine Eazakhstan

41,7%

36,7%

The results of the review of «eRegional Meeting on Private Sector Participation in Water Supply and "pﬁ

Sanitation Systems In EUCCA countiess, Mescow, January 28.28, 2010 (EUWI, CECD)

N.

et e
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The most important features of the
Second Generation of the Reforms

- -

\

' v Initiating necessary arrangements and actions related |
with main strategic directions and policy issues

v Applying for a lease contract of 15 years

v’ Transferring the duties of 5 water utilities to a single
operator

| v Applying unified tariff for 15 years (2016-2030)

Lessons Learned

/= PPPsshould be part of a broader sector reform process \‘-.
rather than an isolated undertaking

* Implementation of PPP contracts requires strong
political consensus and continuous support from the
Government

* The public sector should obtain serious capacity

* The different kinds of PPP models need to be adapted
to case-specific contexts

12



Impact of the Armenian Reforms in the
framework of the SDGs (1)

Water duration in the country is currently 19-23 hours
Universal and equitable access to water has been provided

Responsible consumption by all

Against the water consumption norm of 400 cd before, currently it has
become 100-120 led

Water complies with quality standards
Access to safe water has been provided

Solved health issues
Coming from improper water guality before

Created relatively resilient infrastructures PN

Encourages the private sector to implement advanced forms of PPPs "!;5-;:

i

Impact of the Armenian Reforms in the
framework of the SDGs (2)

Positive impact has been made in decreasing poverty

level
Access to affordable water has been provided, currently average tariffis $0,35
against affordable 4% level $0 85

Mechanisms of partnerships and the role of respective

national authorities have been set
In the framewark for managing water sector under 1% and 2™ generation of
reforms the role of respactive national authoritizs was set

Process for implementation of IWRM has started
It has intraduced major institutional and policy reforms for ensuring good
management and development of water resources for further implementation

of IWRM A0
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Case 2

Belarus

Road Sector

Reconstruction of the M10 road

Case study presented by: Alexander Zaborovsky
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Name of project: The reconstruction of the road M-10; the border of the Russian Federation (Selishche) - Gomel - Kobrin, km
109.9 - km 184.5

Mame of the speaker and email contact: Alexander Zaborovsky — First Deputy Minister of Economy of the Republic of Belarus

Public Organization, managing the public interest: Ministry of Transport of the Republic of Belarus
Private Organization, developing the project: PricewaterhouseCoopers
Capital Providers, financing the project: None, as feasibility study has only been started,

Why is this project a Case Study for PPPs: Project 2ims at maximizing the value for money as a result of realization ofthis
praject as & PPR In maximizing the competitive tension special attention will have to be paid to the fact that this is a first pilot
PPP project in Belarus of this nature and that locally (on both contractingauthority and lenders, contractors and investors side)
there is no real experience with this kind of procurement

Why is this project a Case 5tudy for PPPs based on SDGs:

Transport infrastructure development has been funded from the State’s budget and carried out only by the public sector,
However, due to the high demand for infrastructure development, the positive impact of infrastructure on sustainable long-
term economic growth and the budget constraints to implement the necessary projects, the role of private investors has
become very important. This very project will improve traffic access, reduce travel time and thus improve the quality of life and
the environment, as well as road safety leading to the realization of SG0s M2 8, 9 and 13,

UMDF Belarus

* The M-10 road is an international transport corridor of the Republic of Belarus ("Belarus")
between the EU and the Russian Federation and beyond, Kazakhstan and China. The total
length of the M-10 road is 543km running along the southern border of Belarus. This
corridor shortens the transport route between the EU and China and bypasses the busy
Minsk and Moscow transport hubs,

* With the aim to efficiently develop and improve the technical state of the network of public
roads to meet the needs of the economy and population of the republic in the motor
connections, especially in the southern region of the republic of Belarus, the decision was
made to reconstruct

* The purpose of the Project is to reconstruct and upgrade to category |-b the 85.25 km long
section of the M-10 road from km 109.9 (close to Retchitsa) to km 195.15 (East of the city of
Kalinkovitchy). The reconstruction should double the traffic capacity, increase axle load to
meet the EU standard of 11.5 tonnes per axle and reduce travel times. Construction is
expected to take place during 2017-2020,

UMDF Belarus
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Strategy:

* The Project is expected to be structured on the basis of an availability payment scheme:
the concessionaire will design, build, operate and maintain the motorway section and in
return, receive an availability fee from the Belarus authorities for the duration of the
contract period in accordance with pre-determined performance standards.

* The eventual toll revenues are expected to be collected by a third party and remitted to
the Belarus authorities: the concessionaire is not expected to bear any traffic/revenue

risk.

* The legal form of the Project Agreement under applicable law of Belarus is to be
determined during the due diligence process for the Project, and may take the form of a
public private partnership agreement, concession agreement, lease or investment

agreement or EI‘IE'DEDUS agreement.

UMDF Belarus

Project KPI's:

Approximation of a Capital expenditures [CAPEX) — 256 min. USD

HETEMOPHA QOoporA
SHACAD NOACEC OQEHHEEHHA

HHTEHCHEHOLTE gBHMHEHAA,

anTomobuned B oyTHH

HArpYIHa Ml o0 HOMHY IS HilME::-‘II!I‘.

HarpyHeHHY OCh O8YNILHOM a8 BTOMODIN A, T

::HI:JF:II:JIHHI:JI‘& PEMAM QRHEEHAAR 0073

nerkoskix asTomobuned

FRYICERIX ARTOMO E H |'Illﬁ

Existing
technical parameters
of the road:

3 800—- 5100

Required technical
parameters of the road
indicators of the road:

6 9009 200

11,5

2

120 waafd
100 kg~

UMDF Belarus
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Impact on People & Planet:

Potential effects from project realization include:

Improvement of the
ecological situationin the
region;

Improvement of the
comfort and safety
of road users;

Reduction of the number
of road accidents;

increase of the
investment
attractiveness of the
region, country

Attraction of the new
traffic flows

Feduction of the time for
goods delivery

UMDF Belarus

50Gs [Sustainable Development Goals

m imat

[ESS——] — describe impact

1 |end paverty

end hunger

-

L+

2
3 |well biing - healthy lves
4 |quality education

L

Dretically nproves road safety on the selected rout

gender equality

water and sanftation for all

B

aconomic growth & decent jobs far all

=]
§
7 |affardable and sustainable energy
]
E]

ressilient infrastructure, sustainable industrialization, foster inmovation

foramncricn amhr, S e £ acat Enkdc e ekt

reduce inegualities within and among courtries

cities inclusive, safe, resilient and sustainable i

responsible consumption by all

combat dimate change

protect the ocean

take care of the earth

peaceful and inclusive soceties, justice for all, accountabde institutions at 2l Iewe!@.-"

mechanisms and partnerships to reach the goals

L of FRPL

n m prirma ry mcdel for project realizetion

UMDF Belarus
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Escalating the (Case Study) project:

1) The project can be replicated within the country’s transport sector;

2) Road PPPs are widespread across many countries of the world and could be
used for the effective creation of new logistics opportunities;

3) Extrapolation of project to other sectars is limited;

4) Political will and dedication of project implementation team are among key
success factors for escalation of project;

UMDF Belarus

People Firstis also about “those” that made it happen:

The main drivers for project realization are:

1) The main public organizations involved in the project realization are —Ministry of Transport of
the Republic of Belarus, PPP Unit of the Ministry of Economy of the Republic of Belarus,

Interminestirial Infrastructure Board (I1B) of the Republic of Belarus

2) The main private organizations involved in project preparation —consulting company
PricewaterhouseCoopers

3) The managementteam of the project is under formation

4) Sustainable development goals underline all the activities of UNDP in Belarus, to enable the
Republic of Belarus to achieve more and help the world to successfully reach the new era.

UMDF Belarus
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Case 3

Brazil

Waste Management Sector

PPP for Urban Solid Waste Management in Minas Gerais

Case study presented by: Flavio Faria Antunes

19



MNAME OF PROJECT: PPP for Urban Solid Waste Management In Minas Gerals
MAME OF THE SPEAKER AND EMAIL CONTACT: Flivo Farda -

flavio.faria@ppp.mg.gowbr

PUBLIC ORGAMNIZATION, MANAGIMNG THE PUBLIC INTEREST: PPP Central Unit of
Minas Gerals

PRIVATE ORGAMIZATION, DEVELOPING THE PROJECT: CMTR [Metropolitan Waste
Treatment Consortium) - Vital Engenharia Ambiental; Revita Engenharia e
Construtora Barbosa Mello.

WHY IS THIS PROJECT A CASE STUDY FOR PPPS: This is the first PPP for Urban
solid Waste Management In Minas Gerals, after the success of the solution
developed fior the management of urban solid waste from municipalities of the
metropolitan region of Belo Horizonte, the PPP Central Unit of Minas Gerais
signed terms of cooperation with municipalities of Minas Gerais, isolated or
consortium members, who wanted to develop similar solutions to meet their own

local needs,

PREMISES OF THE PPP PROJECT

* Regionalization of final disposal provides returns to scale which in turn enables cost reduction
of final disposal.

* Great difficulty of municipalities in addressing the issue of solid waste without the support of
the State and the Union

* The engagement of private sector's technologies and financial resources can help in the

solution.

20




CONTEXT

= Why is this happening? Besides all the good political intentions treating residues in an environmentally
acceptable mode is expensive: demands high investments in infrastructure turning the treatment
economically unsuitable for a small volume of waste, az it happens In some of the small cities in the RMBH.
These abstacles lead to a breach of agreaments with the argans of control what can result in penalties for the
municipalities.

* |n order to change this scenario the State government of Minas Gerals created the Metrapolitan
Management Program for Solid Residues aiming to transform RMEBH in the first metropolitan region of Brazil
to manage 100% of its domestic waste in a safe and sustainable way with energy exploitation. To reach this
objective, besides the State firmness of purpose It s also indispensable to overcome financial, managerial,

technological, environmental and logistics obstacles,

PPP Cantral Usit of Minas Gerais

CONTEXT

* The PPF for Urban Solid Waste Management in Minas Gerais Project was structured by the Minas Gerais
PPP Central Unit and Extrasrdinary Secretariat of Metropolitan Reglon of Belo Horizonte. A public call
for contributions was made in 2010 so that those interested could contribute to the structuring of the
project.

* In 2012, Bain & Company was hired to prepare the data and information that supported the elaboration
of the project, especially with regard to the design of the Business Plan and the economic and financial

feazibility model.

PPP Cantral Usit of Minas Gerais
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CHALLENGE: 542 of 853 municipalities in the state of Minas Gerais have improper waste
disposal practices® (FEAM, 2015).

LIMITATIONS: High implementation and operation costs for the needed structures; lack of
human and financial resources in the municipalities; lack of planning and integrated actions with

neighboring municipalities.

CONSEQUENCES: A large number of municipalities without adequate waste disposal; small
percentage of waste recycling and reuse; difficult to solve environmental liabilities.

* Open airdisposal ("dumpsites™) and irregular waste burning are considered improper waste disposal
practices,

PPP Cantral Usit of Minas Gerais

= Object of the contract franshipment, treatment and disposal of Urban Solid Waste in

municipalities in Belo Horizonte Metropolitan Area.
= TRANSHIPMENT: temporary storage station (up to 72 hours) of waste from the
municipalities.
» TREATMENT: reduction of weight, volume, hazard or polluting potential of Municipal Solid
VWaste

= FINAL DISPOSAL: environmentally sound disposal of USW, according to technical criteria
approved in the licensing process by the competent agency

Contract signing date: July 3, 2014

Duration time: 30 years

Private Investment : US$ 104.652.442 90

Public compensation (State); USE 723,13 (on average; per fon.)

Public compensation (Municipalities): US$ 5,50 (minimum; per ton.)

PPP Cantral Usit of Minas Gerais
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THE IMPACT OF THE PROJECT

43 municipalities
3 million people
15% of Minas Gerais’ population

Mo impact | Some Impact | High Impact Describe Impact
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OPPORTUNITIES TO ESCALATE THE PROJECT

s Alternative waste treatment technologies will be more expensive and demand more work than today's
open dump sites, However, the benefits for the population and the environment are incalculable, in
addition to resulting in compliance with current Brazilian environmental law. In order for the
Metropolitan Reglon of Belo Horizonte (RMBH) and its surrounding area to achleve a new level in terms
of urban solid waste treatment, it is crucial that the Government of Minas Gerais, Munidpalities and the
private sector collaborate with each other.

* RMBH and Metropolitan Collar local administrations have a huge opportunity to improve their waste
managment services. Now is the time to invest in @ major project - in a joint effort with a8 modern
approach and contemporary thinking - to provide the population with proper treatment for urban solid
waste, The proposal of the Government of Minas Gerais is to contribute to the development of its largest

metropolitan region, always with a focus on its citizens and the environment,

PERFORMANCE INDICATORS FRAME (QID)

INDICATOR CONCEPT MEANING
Calculated by the ratio between the amount of
IPET Index Processing Stations |solid waste transfer stations in the spent the
Transshipment (ET)  |night for over 72 hours on the ability of solid
waste in ETs,
Calculated as the amount of solid waste on
landfill requirements, including remaining
IRRA Index Waste Reduction |waste treatment process adopted
Grounded independently of the technology used, relative
to the amount of solid waste destined
effectively.
|DDE Index of Availability of |Calculated for quatidade solid waste destined
Final Destination for the quantity of solid waste delivered.
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HOW TO ESCALATE THE EXPERIENCE

On account of the high cost, municipalities, especially small ones, won't achieve this purpose without a
consolidation of interests and actions. Associating the municipalities of the metropolitan region of Belo
Horizonte and the Metropolitan Belt to promote, in an integrated way, the transshipment, treatment and
final disposal of urban solid residues, this project will generate returns of scale making possible the
implementation of adeguate infrastructure allowing a reduction of costs in the whole process.
Therefore, the main barrier that use to hold back the cities to solve this serious environmental,
economic and social problem will be eliminated. The first step consists on building consortiums among
the political administration of all the cities that compose the Metropolitan Area and Metropolitan Belt
with the State Government to set the responsibilities and objectives of each actor. Together and with the
technical and financial support of the State Government of Minas Gerais, the municipalities of RMEH can
finally dispose adequately and efficiently the waste generated by tis population.

PPP Cantral Usit of Minas Gerais

THE MAIN DRIVERS

* The State Government of Minas Gerais and the private sector act together throughout a Public
Private Partnership counting on agencies and incentives proposed by the State.

* The partner company will be responsible for the investments, transshipment stations, treatment
and final disposal of the residues.

* The private sector is financially stimulated to use new waste treatment technologies with the
possibility of obtaining an extra income through the energy exploitation of the treated material,
reducing the volume of buried waste and bringing more benefits to the local economy and to the

environment.

PPP Cantral Usit of Minas Gerais
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Case 4
China

Energy Sector

Waste to Energy Projects in China

Case study presented by: Pei Peng

26



China Everbright International — Waste-to-energy Projects in China

Mr. Wang Tianyi : wangty@ebchinaintl.com
Ms. Peng Pei pengp@ebwater.com

* MOF/NDRC

How we implemented a PPP PPE Inltintive How we implemented a PPP
environmental projectin China . environmental projectin China
in 2006 ) s ) e ) = - in 2014

Fublic Utilities 14" Five

T Conoeeslon « Year Plan

China PPP Projects (2013-2016) *

*  RMB8. 3 trillion {$1.27 trillion#)
¢ 7,110 projects

*  19industres

* Ac at 29 Fab 2016, Ministry of Fnanca of
China ¢

# $1.00 : RMB6,50 theoughout these slides =
® Municipsl = Eco & Env = Transportation = Others Zhejiang Ningbo waste-to-energy {"WTE") Project

Shandong J¥ nan waste water treatment project

Located in Zhejiang Province,
bounded by the East China Sea
e ».:.‘,T:}f the ( . ™0 : 5.866 million population
- A RMB801.15 billion GDP in 2015

One of the world's busiest port
with  an  annual  cargo
throughput > 500 million
tonnes

Household Waste Collection and Treatment
Milioa in China (2005-2014)

Tornes >
Urban Area of Ningbo City
180
2 Household Waste Volume of Higho (2009 - 2015)
£60 Milkon
140 Tonnes
120
100 a
80 3
(74
2
=)
x 1
0 0
005 2006 2007 2008 2009 JOI0 2011 052 2013 A4 2009 2010 2011 2012 2013 2014 w15
m Treated Waste m Collected Waste & Mousshold Waste Valume of Ningbo
(Source: China Statistical Yearbooks by National Bureau of Statistics of China) {Source: Ningbo Solid Waste Pollution Control Information Bulleting
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About Ningbo waste-to-energy
project [“Ningbo Project™)

o Inwestment: RMBTS0 m [5115.4m)
o Designed capacity: 1,500 tons/day
o Operated capacity: 1,800 tons/day

Proceswsine

Main contracts signed for Ningho

o
h Project
m ""«{‘m . m o Investment and Cooperation

Framewaork Agreement
To Benelit of the Public To Benefit of the Private

loint Venture Agreement
Gow, halids eguity intenest in Project Co, to be  Everbwight Mnternational retaing controding intenest in

Cancession Agresment
entitled to share prafit on a pro-rated basis Praject Ca. and thus controls operations  and Waste Treatment Services Agreement
Mana@ement

D a Qoo

Loan Agreement

Progect Co. assumes operating (st & Everbeight
International responsible far financing af progect

Project Co. is required to comaly with presoribed
emassion amd discharge standard; otherwise,
there will be penalty

Progect Co. pays fees to Gov's sub for disposal of
fly ash (ie, steady revenise for Gow's sub)

Gov, guarantees & minimum voleme of househokd
waste {i.e. mindmum revenue guaranteed)]

Gav. coardinates the produced electricity being
merged nto the state gid (e, additional revenue
streami|

Adjustment of processing fees  under
canciamstances is spedified in agresments

artain

Risk Allocation

Daily Operating Capacity of Nirglbe Preject

Nty (Waste Processing Yolame|
-
1508
1
E I I
10oa
[
: N 2008 216
» Opavetag gty
Ningbo Project:
+  Serves 1.1 malon population in Beilun
District, Ningho City

*  Processes 1,800 tons household waste daily

+  Flue gas emissions fully comply with or are
better than standards in European Union
Industrial Emessson Directive |2010/75/EU)

*  Generates 180 million kWh grean electricity

annually
*  Sayes 90,000 tons standard coal annualy

Treat
leachate
for reuse

used for

masking

Voluntary Disclosure of

Emission Data & Environmental Info

v Real-time emission data linked to

Gov/s online system

v Emission data displayed outside

plant

v’ Environmental info disclosed on

Emission data deplay board outssde WTE Plant

company website
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= Gavmamy
* Poband
*  Viemam

Annual household waste processing capacity: 16.68 mil. tons

company website

Environmental contribution as at 30 lune 2016:

¥ Processed 32.39 mil. tons household waste, 0.39 mil. tons
hazardous waste and 1.97 mil. tons agricultural waste

¥ Generated 11,6 billion kWh green electricity

¥ Electricity generated can fulfill annual electricity
consumption of 9.665 million households

¥ Saved 4.64 million tons standard coal
¥ Reduced CO: emission by 13.0 million tons

¥ Prevented 1,51 billion trees from being cut down

Everbright International True Love Schoolin Dangshan County
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Ifpact en 17 SEGDs

High Impact: Some Impact:

v' Well being — healthy lives v Quality education

v Water and sanitation for all v Gender equality

v Affordable and sustainable energy v Reduce inequalities within and among countries
v Economic growth & decent jobs for all v’ Mechanisms and partnership to reach the goals
v Resilientinfrastructure, sustainable v Protect the ocean

Industrialization, foster innovation

Combat climate change

Take care of the earth

Cities inclusive, safe, resilient and sustainable ’
hesal §

RNRN

Popular Sclence Education Base Material and psychological Earth Hour Hong Kong 2015 Site visit of plant by foresgn visitors
Supportto sandtation workers

13™ Five ear Plan ¥ People's Well-Being: to lift 50 million
population outof poverty

¥ Growth: to double GDP & per capita
Income by 2020 from 2010 level

. v Energy Revolution & Environment
» Opening up Protection

# Sharing v Belt and Road Initiative

¥ Innovation
* Coordination
# Green Development

Hustsinabls

Cwvelcpmant

13" Five Year Plan for National Urban Household Waste
Treatment Facilities Construction (Consultation Draft)

"To wigorously promote PPPs, concessions, and third-party involsement in
managing environmental pollutions......

“Leveraging on sclentific and technolegical innovations, to continuously improve
the level of household waste reduction, recycling and harmless treatment......"
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Case 5
China

Urban Rail Sector

PPP Project of Fuzhou Metro Line 2

Case study presented by: Shijian Liu
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PPP Project of Fuzhou Metro Line 2

+ JunHeLLP

* liush]@junhe.com

+ Public Organization, Fuzhou Transport & Communications Committee

* Private Organization, a consortium composed of 14th Research Institute of China Electranic Technology
Group Corporation, Manjing Rail Transit Systems Co., Ltd., Manjing Mriet Industrial Co., Ltd,, China CREC
Railway Electrification Bureau Group, and Manjing Metro Operation Company (the “Consortium®).

+ Capital Providers, Financing the Project: Fuzhou Urban Metra Co. Ltd, (as public sector aquity investar),

the above mentioned private organization, and commercial bank(s).

Why is this project a Case Study for PPPs

® New financial model (calculating government subsidy based on cash flow)

#* to ensure the narmal operation of the project without prejudice the risk allocation and performance
evaluation

# to satisfy the agreed minimum IRR of the private equity investor|s) without prejudice the risk allocation
and performance evaluation

® |ntroducing private sector investmentand skills
# Private equity investor (consortium leader) being experienced metro operator

* Private equity investar being respansible for praject financing
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Context(1/2)
+  “Quality of Life Improvement” & “Infra Gap”

® Fuzhou is the capital of Fujian Province, China

Heawvy traffic in downtown area calling for development of urban area and infrastructure facilities
connecting rural and urban

Large percentage of population living and working in downtown area
Mumber of vehicles grow fast adding traffic {motor vehicles increase by 15%, electrical motor by 30%)

Insufficient parking lot, secondary trunk road and branch road

Yow oW W

Low public transportation availability [18% population travel by public transportation)

Context (2/2)

ierastruchura Sodotioe and PRP solution

WHERITAN RIS N ERE ® |nfrastructure Solution

Line 2 is the main east-west line of Fuzhou, connecting
downtown area, main urban area and rural area, passing

® PPP solution

State policy-restraint on local government and encouragement
(further, requirement) on application of PFF model in public
infrastructure and services

Route and stotions of Fuzhou Line 2

commercial & financial ares, residential area and university area.
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Strategy (1/4)

® Fuzhou City Rapid Rail Transportation Development Plan (2009-2016) was adopted by NDRC in 2009, Feasibility
study report of Line 2 approved by NDRCin 2012. Preliminary design of Line 2 approved by Fuzhow NDRC in March
2014, Constructionof Line 2 commenced at the end of 2014 (test run scheduled to be carried out inJuly 2013)

® Fuzhou city government decided in July 2015 to have the electromechanical system of Line 2 (the procurement and
installation of the electromechanical system of Line 2 and the operation of Line 2) carried out in the manner of PPR.

® Line 2 PPP project passed both the VEM and Financial capacity demonstration (FCD) valuation in February 2016

® Followingthe public bidding for private equity investor, the Consortium was determined as the will-be successful
bid winner. Public announcementwas made in October 2016

Strategy (2/4)

® Closure-contractsto be signed or novated

# Concession Agreement

# Shareholders’ Agreament
o

# Articles of Association (ADA)
& Azset Lease Agreement
e _bpreement # Loan Agreement (to be novated)

T —
{ I ance
S

-
,, Gpresment

nsjrance
camgany
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Strategy (3/4)

-Development

Design, construction (limited), integration, installation, testing, maintenance and ultimate performance of the
project upto the required output specifications are all the Project Company’s responsibility

® Quality
-Project Company filing quality management system
-Authority examining and inspecting works or activities

® Schedule
-penalty for delayin meeting critical dates (up to termination)

® Budget
-lump sum investment amount subject to clearly-defined change mechanism
~waluationupon acceptance

Strategy (4/4)

- Exploitation
® Bidder qualification
® Clear Output specifications subject to amendment per the contract
-Line 2 Service Requirements is attached to the Concession Agreement
® Annual operation plan to be filed with and checked (revised as appropriate) by Authority

® futhority's access of materials and information related to the operation (without impeding Project
Company’s operaticn)

® Submission of operation record repart (normal record, monthly, annual and other report required by
Authority)

# Inspection by Authority {rectification if required)
® Public satisfaction survey
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Project KPI's (1/2)

® Project Scale
+ 30.167km, 22 stations, 5 transfer stations

* Line Z is divided inta Part & [civil and wind hydropower] and Fart B (electromechanical system). Total
investment of Party A is RMB15.58 billion {invested and to be invested by government), total investment
budget of Part B is RMB 4.9 billion,

® Bid-winning price: the IRR required by the winner is the lower limit provided by the government.

® VFM: net present cost of Public Sector Comparator (PSC) is RMB 16,26 billion, net present cost of PPP is
RMB 16.22 billion,

® Forecast of Passenger flow: 292 thousands person-times per day Cearly period till2021) 522 in the near
future (till 2028) and 775 [till 2048)

® Resources of Revenue: ticket revenue, non-ticket revenue and government subsidy

® Opex: staff salary, energy consumption, maintenance

Project KPI's (2/2)
= Finance Structure

# 30% of the bld-winning price as capex;

# Equity: 60% equity by Consortium as social investor; 40% equity by Fuzhou Metro Co.as public equity
Investar,

# Debt; rest to be borrowed (novated as arranged) fram bank (concession rights, right to receive fares and
non-ticket revenues, and assets formed after the completion of the construction may be used for guarantees)

* Main milestones

¥ Contract becomes effective; last quarter of 2016; Readiness of Tunnels: December, 2017; Test run: March 31,
20158; trial operation: July 1, 2019,
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Impact on People & Planet

® Improve People’s Life and benefit the development (urban and rural)

Line 2 will be the main east-west line of Fuzhou, connecting downtown area, main urban area and rural

area, passing commercial & financial area, residential area and university area,

® “Shorten” the distance between the university area, residential areas [Jinshan and Gushan) and downtown.
#® Strong support to the future development of the east and rural west area (village for the time being)
® Strengtheningthe prosperity downtown area
® |mproving the tourism industry (passing major scenic spots)
Glezs Sustainable Development Goals i st I:.Iupr:; Imh:zgnhu dem e gt
1 | ewred oy * Promaticn bo e social and economic banafas
2 | e branger -
3 |well being-healthy lhves - Safe. chean and reliable tramsporiaticn
4 | qualty education * Safety operation certificata recuirad
% | geneder aquality * More jobs availabla for woman
6 | water s sanitation for all ® Less impact on waber respurces
7 |affordabla and sustainebs anangy - Claan ard bowar pavesr consamgtion
& |weconomic growth B decant jobs for ol * Mara jobs creatad directhy and indirectly
9 | resilent edrastructure, sustaimabls ind diration, fomter i i ® Fromotirg the developmerd of the whole city
10 |raducs inaqalitses within and among countrias * Converienn parsonal travel with low cost
11 | cities welusia, safe, resiliant and sustainabla * Save more space for oty davelooment
1} | respoemible cormumpticn by all -
12 |combat chmate chargs * Claan ard efficiant raffic moda
14 | probect the ooean -
15 | toke cars of the earth ® Less polltant

3

ezl and inchosive sociaties, justica for @il accountable Fstiutions ot all kwals

FHP000 parson b par day at tha initial stage

b=t

wechanisvs and partnarships to raach tha goals

Ruasonabbe fnardial model ard risk allocation

Emmtwpman the Authority and Project Compuany
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Escalating the Project

® Can we replicate the project within the country?
+ -the cash-flow financial model is a good try and & better choice for PP projects

® Canwe replicatethe project globally?

+ -the notion of the financial model of the Project could be applied in PPP projects in other countries

® Canwe extrapolate the experience to other sectors?
+ -the financial model

» the risk allocation between the Authority and Project Company

Escalating the Project

® Describe the main key success factors for escalation?

-Win the relevant authorities’ understanding and support
-Training and education
-Professional consultant, financialand legal

® Describe what should be avoided in future projects?
taxation policy: double taxation should be avoided
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* People First is also about “those” that made it happen:

1) The main public arganizations

* Furhou Finance Bureau, Transpartation Commisslon, and Fuzhou Metro Campany.

2] The main private organizations

* The Consortium, and the project company to be set up,

3) The management teams

* Fuzhou Transportation Commission is the implementing entity authorized by the local government,
+ Fuzhou Metro Company organized the preliminary work.

4] Your organization growth strategy

* We provided efficlent and reliable legal services to CIECC, the project consultant of the local government.
5) How the 5DGs are part of this strategy

* CIECC's core value is to serve the country and make contributions to the society.
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Case 6
Haiti
Water Sector

PPP in the Water Sector

Case study presented by: Rose-Lourdes Elysee
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Experience in Public-Private
Partnership

Sociéte des Eaux de Saint Marc
SESAM
Water Utility Service

Presentation
I. Context
Il. Object of the Public Service Delegation (PSD)
Ill. Advantages of this PPP

IV. Comparing performance before and after the
PSD

V. Inconveniences

VI. Renegotiated elements to overcome the
inconveniences

VIl.conclusion
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|- Context

Parcurement Process launched by the Ministry of Public Works in November
2008 for the delegation of the distribution service of potable water in the
city of Saint-Marc, located in the Western part of Haiti (approx. 90 miles
Morth of Port-au-Prince)

Bid won by LYSA, a French company, international operator, specialized in
sanitation and in water distribution

As required by Haitian law and the contract, LYSA established a local branch,
« Societe des Eaux de Saint-Marc (SESAM) (Water Company of Salnt-Marc)
to operate the distribution system

SESAM begins operations on October 1st, 2009
Duration of the contract : 15 years

Former operator was a local representation of the National Company for
Distribution of Potable Water (SNEP) — a state owned organization

lI- Object of the Public Service
Delegation (PSD)

Increase access to fresh potable water by the
population

Achieve international standards for quality of service
(continued service / 24H, system performance) and for
quality of water (compliance rate)

Transfer knowledge and skills pertaining to water
management to local personnel

Make the system profitable through awareness for user
payment
Bring equilibrium to the system through fair tariffs

Operate the system with performance based
management
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lll- Advantages of this PPP

The advantages mentioned stem from fruitful

negotiations on the following aspects:
1- Technical

2- Commercial

3- Social engineering

4- Administration

1- The Technical aspect

Dazily monitoring of the chlorination and the level of free chlorine (guality of
water}

Weekly monitoring of the micro biclogical guality of the water distributed

Transferring of the network on satelliteimags and GPS |ocalization of
structures and connections

Daily recording, on computer databasze, and follow-up an complaintzand
repairs to reduce repair delays

Operating of open telephone lines 24/7 to receive complaints with response
even onnon-working days (week-end ar holidays)

Installing 2 testing mechanism for the counters to verify preciseness
Repalring and recyeling of malfunctioning counters

Cantrollingand monitoring of volumes produced and distributed (water not
billed)

Manitoringand malntaining production and distribution infrastructure
Followingup in the justice system for acts of vandalismand sabotage
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2- The commercial aspect

— Implementing a customer service to meet customers

= Billing for the wolume noted on home counters

= Using a software for billing and management of subscribers (debts, payment schedules,
formal notices, etc...)

— Determining precise itinerary and schedule for noting use of water and distribution of
bills

— Manthly editing of customer lists by amounts owed for reminders, formal notices,
litigation...

— Sending reminders and notices by SMB, telephone calls as well as house calls

= (Collecting payments through house calls

— Collecting debts through the justice system (notices, summaens, ..}

= Sub-contracting commercial tasks to neighborhood associations (distribution of bills,
collection...

= Identifying and following-up on fraudulent customers

— FReporting of frauds by a Justice of the Peace and following-up with court procedures

3- The social engineering

— ldentifying and meeting with neighborhood
committees to communicate messages and
information

— Meeting local authorities and notables,
establishing a Water Committee

— Informing customers through SMS

— Using the media and the Internet (Facebook...) to
inform and communicate with the population

— Participating in a visible manner in important
events (carnival, seasonal feasts, ...)
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4- The administrative aspect

Dally following-up of company accounts and monitoring of
performance indicators

Using a normalized accounting system with periodic consulting
of an expert accountant and yearly audit by an external auditor

Implementing a road map for employees for manthly evaluation
of their performance

Meeting monthly with staff on SESAM dashboard to analyze the
evolution of the company

Organizing quarterly  orlentation councils to  analyze
performance, profitability, problems encountered, et monitor
improvement measures. The council comprises : representatives
from SESAM, DINEPA, City Council of
Saint-Mare, IDB. The Ministry of Public Works and the PPP Unit
of MEF participate as observers

IV- Comparing performance before and after the

Description Before the PSD From 2009 to 2014 | From 2015
Counting method None mater mater
Billing method Flat-rate Valume Volume
Staff 10 46 26
Commercial service  Absent Yes Yes
Technlcal Service Yes Yes Yes
Communication None Yes Yes

and soclal

engineering service
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IV- Comparing performance before and after the

Description Before the PSD From 2003 to 2014 | From 2015
Accounting Service  MNone Yes Yes
Average of revenue 75 000 HTG 1.4 million HTG 1.2 millign HTG
per Month

Continuity of tha dh/day 14h/day Thiday
service

H24 rate (% control  3,5% 33% 20%

of water supply)

MNumber of 1951 6587 7144
custormers

Active customers 1167 4631 4797
Suspended 784 1956 2347
EUstOrmers

IV- Comparing performance before and after the

Description Before the PSD From 2008 to 2014 = From 2015

Tariff 220 HTG unlimited 62,5 HTG/ cuble 62,5 HTG/ cubic
meter meter

Water quality Bad Very good Very good

Compliance Rate 0% 5% 2%

Distribution 30% 50% 65%

coverage

Recovery rate 3.5% BTH BO%

Customer Manual Computerized Computerized

management Software SIGA Software SIGA
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V- Inconvenience (1)

1- Unfinished social engineering and objectives not
completely reached:

- The population is not used to control its
consumption (meter)

- The service becomes more expensive than
before

- Acts of sabotage on the network, a lot of fraud
in the meters

- Not enough support from the authorities to
force people to respect the public infrastructures

V- Inconvenience(2)

2 The promises of LYSA were not all held: it was chosen
because it had in his action plan the capacity to address the
types of problems above-mentioned

3- The DINEPA has not kept all of its promises (loan availability
for the operator, expansion of the network, capture new
sources)

4- The technical assistance of LYSA costs too much to SESAME

5- The operator compensation does not depend on its
performance




VI- Renegotiated elements to
overcome the inconveniences

* Regular and periodic financial and technical report
* Lower the tariffs
* Transparency in the bill

* Renegotiation of the operator’s contract (LYSA and
SESAME)

* Reducing the number of employees
» Disappearance of the permanent technical assistance

VII- Conclusion

* Very good experience, considering the increase of the
population served and the best quality service

* A better guidance on both global and local level will
enable partners to better understand their
responsibilities

* Together, the public and private sectors can develop a
better product / service that will benefit both

A quark monitoring must be done in order to anticipate
and suppress all deviations on contract clauses.
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Case 7
India
Energy Sector

Power Transmission Project

Case study presented by: Mrutyunjay Behera
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Power Transmission Project for 400 KV in the
Indian State of Haryana
on
Design, Build, Finance, Operation and Transfer (DBFOT) basis

by
Mrutyunjay Behera,
Director, Ministry of Finance, Government of India

Why the Project?

Availablility of quality infrastructure
within shortest possible time could
be made through PPPs. Thers has
been an increasing realization and
consequent engagement of the
private sector in provisioning of
Iinfrastructure (in India).

@ The region covered is
largely dominated by
ruralvillages deprived
of basic needs of life-
suffering from
inadequate and erratic
supply of power.

Government has committed to ensuring access to water,
energy and transport to all habitationin the country
including rural areas. Availability of quality infrastructure is
essential for sustainable, broad based and inclusive growth,
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Project Conception

Maonitarable high level service is essential.

The execution of the instant project in a timely
manner is critical since it provides the downstream

linkages.

i
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Efficient evacuation system
which would be available for
transmitting any form of
energy fed into the grid.

‘ Construction period 14 manths

Project cost s US 570
millionwith financing
structure as 62% debt and
38H equity.

OUTCOMES:
* Project completed as per schedule

» Poverty alleviation: By provision of regular and adeqguate supply of electricity, the project has
ensured multi-dimensional benefits to the poorsuch as irrigation, quality of life for a
economically deprived section of the society.

» India is implementing e-governance programme with the objective to ensure publicservices at
the click of the butten. The underlying requirerment of its successful implementation is provision

of 24*7 electricity
Mitigating the effects of climate change and cutting CO2 emissions

* Poor households generally use wood as fuel for cooking and kerosene for lighting their houses.
Electricity has helped them in switching over to cleaner energy and in turn, helped in cutting
down CO2 emissions.

Replicability, training of employees, women empowerment, engagement

of all stakeholders, etc:
» Indirect empowerment of women which has reduced their drudgery of collecting firewood. This

model of FPP has been successful and it is replicable across the country,
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Case 8
Madagascar
Airport Sector

Public Private Partnerships in the Airport Sector

Case study presented by: Christian Andriantiana Assomany
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Mame of project: lvato & MNosy-Be Airports Concession Convention

Mame of the speaker and email contact: ASSOMANY Andriantiana Christian / cgp.mepate@gmall.com
Public Organization, managing the public interest: Ministry attached to the Presidency, in charge of
Presidency Project, Territory Planning and Equipment through the PPP Unit which coordinates the project
Private Organization, developing the project; ADP Management— Bouygues Batiment International = Colas
Madagascar= Meridiam Africa

Capital Providers, financing the project: IFC and other landers — Private equities from ADP Management—
Bouygues Batiment International = Colas Madagascar= Meridiam Africa

Why is this project a Case Study for PPPs: Project contract signed from 9 July, 2015 during the legal
framewaork setting up as the PPP law ratified in Dec, 2015, The structuration of this contract financing
through major landers represents a challenge for the government and the private partners.

Why is this project a Case Study for PPPs based on 5DGs: Improving national economic attractive through
the new international airports, The success of the project financing gives positive impact on FOI projects
structuration. Madagascar island interconnectivity must go through alrplane transportation. Before, the
number of passengers were limited through an international airport builtin 1960, (1,1 million). Today it will
be improved with a new international terminal in addition with the current national airport dedicated for
domestic flights (5 millions expectations). The extension project has been studied in 2007 and realized in
2015 at Hery Rajaonarimampianina presidency 4™ Republic, Madagascar connectivity improved in Indian
Ocean and the region. The project managed and coordinated by the Ministry in charge of Presidency
Project, territary planningand Equipment through the PPP Unit.

Context:

1) Describe the communities and the environment before the project started : The city of lvato
International airport was a small village far from 15 kms to the center of Antananarive, This non-urban
population lives far from the public services provided in the capital, in a high class residential zone.

2] The context that lead you to wish to improve quality of life for those communities: From 15 years,
lvato city attraction increases within major Infrastructures investments in textlle, hotels and business
centers investments, and local industries coming around the primary road axle. The new international
alrpart will boost the capital city extension from the north and for the abroad FDI business networking,

3] How did you relate “guality of life improvement” with “infra gap” : Through the primary direct road
connectionto the city (15 kms), where most of the biggest investments in infrastructure are built, the
new airport will be a new major infra that generates a new dynamic city extension.

4] A short description of the infra solution imagined : The new international airportis built close to the
current old airport, dedicated to domestic flights. Two new primary express roads built from east and
west sides will connect the Ivato city to the capital center, added to the current main direct road.
Through these 2 new ring loop roads, the urban structure extension will sustain this zone develapment.

5) What made you think about a PPP solution : The State Initial Finance Law covers 100% of the state
running expenses, and as the management and operation of international airport activities is not the
State direct prerogative, then the PPP solution is the right unigue solution strategy.

54



Strategy:

1

2)

3)

4)

5)

How was the concept designed, which parties approved the project start up : Concept designed by the
state owned company in charge of national airports management/operation, approved by government
ministries in charge of transportation and presidency project, territory planning and infrastructures.
What were the main topics studied on the feasibility phase and what made you decide for PPP
solution : Project integration in the global national development strategy combining air transport
opening, urban capital city extension and FDI attraction of Madagascar through PPP project financing.
“Closure” involves all contracts needed to start the development phase, mention the most important
contracts signed / to be signed, namely the financial closure and steps to first disbursement
Cancession investment program zone secured. National airtransportation policy canfirmed by new
partnerships contracts with UAE, Asia and Europe. Air Madagascar Co. structuring contract confirmed,
Development concernsthe phase of transforming or creating a new asset; describe how you managed
to combine respect for quality, delay and budget : Through a rigorous timeline negotiated schedule for
all state entities, private consortium concerned by the cantract, and IFC project financing process,
Exploitation is about providing a public service and improving the quality of life; describe how do you
manage operation & maintenance, revenue stream and guaranty quality of public service : Choosing
the mast competitive and experimented entities in charge of financing, construction, and operation
through a competitive bid tender process.

Project KPI's:

1}

2}

3)

a)

5)

Where is located, the area covered by the project, how was the access to the "land”, and what were
the main permits obtained [ needed to develop the project : Current airport zone, 15 kms fram
Antananarivo, connected by a 2 new ring roads loop bullt, 400 Ha land expropriation proceed, through a
UsD250 milliensinvestment program zone secured,

Describe the main lines of the budget: Capex of EUR150 millions, Opex and Revenue Stream planned on
28 years will be defined after project financing closure plannedin 2016, December, based on a value-
far-money profitsharing model between the state and the private partner from a 17% rate of return.
Describe the finance structure: 30% equity shared by 4 partners consortium, 70% mezzanine through
65% by IFC, debt and guarantees used to back airport revenue fees, construction taxes engaged around
EUR 54 millions.

Describe the main milestones of the project namely : pre development 2007 to 2013 Master plan
design through technical publicand private expertise's studies, development PFF bid tender and
contract advisory hiring 2013 to 2014 and exploitation from 2017 to 2045 for the BOT.

How did you communicate the project with the community to obtain their support : Newspaper, TV
interviews, participating rounds facing population for infra development fees and land expropriation,
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Impact on People & Planet:

1}

2)

3)

4]

Does the community perceive the guality of life improved? Difficulties to convince communities for a
such important investment program only financed for airport infrastructures, roads before realization.
How do you measure it today 7 Is it about arriving faster to destination? Having utilities available on a
24 hours basis? Spending less on utilities? Having better facilities and services on education, health,
justice, security? Did it have an impact on other public services not directly linked to the project
developed? Impact city extension structuring the increase of urban population, New facilities created
around the new terminal airport, 24 months of construction planned to deliver the new airport, Utilities
creation added-value from the project impact. Better education, health, security and justice sustain for
the local authorities concerned.

How do you measure the eco foot print of the project? This project will sustainsome micro eco foot
print program for 2 000 average populated villages communities around the airport ity

Please describe impact, using the 5 Ps : People through infra structuring the population life. Planet
through a durable development infrastructures program investment. Prosperity through the soclal and
economy for the future of the island boosted through the international airport project. Developing
partnerships through public and private FDI and local economy. Peace generated through a responsible
durable policy of infra and city development.

5) Pleaseuse the attached board to describe the impact consideringthe 17 SDGs
501Gs Sustainshle Devel A Gaal neimpact seme impact high impact deseribe impact
+oend poverty k4 lpcal economy Boosted
+end hunger k3 revenue per capita increase
+ well being - healthy lives % infra created utilities improvement
. city extension education impact
i
duality education claser communities
i gender eguality X
# water and sanitation for all impraved through the city and the
praject development
' affordable and sustainable energy X
. ) ) city extension for new investments
¢ economic growth and decent jobs for all textile, utilities, etc
, resilient infrastructure, sustainable industrialization, foster Alrport + ring reads city structuratiaon
innovation for a better development
w reduce inequalities within and among countries island interconnectivity improvement
inf A
1 cities inclusive, safe, resilient and sustainable rein Drcemem of .man'?r!arlm
structuration and inclusivity
1z responsible cunsumption by all X
u combat climat change X
= protect the gcean X
= take care of the earth X
" peaceful and inclusive societies, justice for all, accountable " major financing infra for

institutions at al levels

mechanisms and partnerships to reach the goals

inclusivityfpeaceful
IFC mezzaning/ private equity
financing process
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Escalating the [Case Study) project:

In this slide please describe how to escalate the experience;

1}

2)

3)

4

5)

Can we replicate the project within the country? YES, intercannectivity in the large territory improved
by investingin new airport extension and road rings to develop regional cities

Can we replicate the project globally? YES, major airpart and primary road rings to extend cities

Can we extrapolate the experience to other sectors? YES, port & agri-business, highway & techno-pole,
renewable energy & new cities, agriculture program & new connection infrastructures as roads

Describe the main key success factors for escalation? Financing project structuration, FDI securization,
global soclo-economic impact from a major infra program of investment

Describe what should be avoided in future projects? Lack of global vision for a socio-economic impact,
lack of largest communication on positive future impact

People First is also about “those™ that made it happen:

1}

2}

3)

a)

5

The main public organizations : FPP Unit of the Minlstry attached to the Presidency in charge of
Presidency Project, Territory Planning and Equipment/ Ministry of Transportation and Metearology and
responsible concerned entities ADEMA (Airport of Madagascar), ACM (Madagascar Civil Aviation).

The main private organizations : ADF Management, Bouygues Batiment International, Colas
Madagascar, Meridiam Africa, IFC.

The management teams : PPP Unit, technical teams in charge of airport construction & management
contracts, and multi-=competencies teams in project financing, contract writing, and engineering

Your organization growth strategy : PPP Unit setting through expertise hiring and government agent
training to sustain national PPP policy and development,

How the SDGs are part of this strategy : Through a combined airport and roads infra to prepare the new
capital extension by the north fram airport city, and through a territory planning structuration,
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Case 9
Mongolia
Education Sector

Kindergartens Retrofitting

Case study presented by: Bekhbat Sodnom
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Schools and kindergartens retrofitting

Name of the speaker and email contact:

Public Organization, managing the public interest: Ulaanbaatar city
Private Organization, developing the project: Ulaanbaatar Development corporation JSC (UBDC)

Capital Providers, financing the project: Private sector/ City budget

Why is this project a Case Study for PPPs based on SDGs:

Context
Strategy

Project KPI’s

improved
Impact
Escalate

“We the people”

Bekhbat Sodnom, bekhbat@gmail.com

> from “AS IS” to “TO BE” or “how it was” to “how it is”

how did we get there

how was the asset and public service created or

replicating within and among countries and sectors

the main drivers of the project

9
9
> why “People & Planet” improved
9
9

PROJECT
RATIONALE

IN ULAANBAATAR

THERE ARE 203 Located in Apartment area 111
SCHOOLS, 115 OF
THEM BEING Located in Ger area 57
STATE-OWNED
AND 431 :
KINDERGARTENS, Kindergarten total 168
181 OF THEM N d ! arid
BEING STATE- ot connecte . central gri m
OWNED. heating

Heating system connected to 118

central grid heating
MOST OF THE Located in Apartment area
EXISTING 115 74
fé:sHOOL D Located in Ger area n
KINDERGARTEN Schools Total
BUILDINGS FACE ota 115
EXCESSIVE .
HEAT LOSS, Not connected central grid
heating 38
Heating system connected
g sy 77

to central grid heating

IN WINTER THE
TEMPERATURE
REACHES AS LOW
AS 10-17°C.

THIS CLEARLY
DEMONSTRATES
THE URGENT
NEED FOR
COMPREHENSIVE
THERMO-
TECHNICAL
RENOVATION.
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PILOT PROJECT  ULAANBAATAR CITY DEVELOPMENT
IMPLENTATOR CORPORATION JSC

* UB city owned JCS established for
implement PPP projects in UB city

PROJECT Japan
MAIN Fund for
INITIATOR
Poverty- TECHNICAL
RS CONSULTING, ASSISTANCE
E PROVIDER TO UBDC
SREAN
To renegotiate
existing heat To monitor the private
supply partner’s performance
contracts
UBDC’S
ROLE ON .
PROJECT To secure all planning

To pay for heat approvals and site

ver th rm of
over the te 0 B cess

the PPP
To make regular payments to

the private partner under a
performance-based

arrangement
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ADB & UBDC PILOT PROJECT LOCATION

SHD kindergarten no 91
(connected central heating)

SHD school no 107 (stand-alone
heat-only boilers)

BzD kindergarten no 82
(connected central heating)

BZD school no 85 and its dormitory
(stand-alone heat-only boilers)
HUD kindergarten no 121 (stand-
alone heat-only boilers)

a » w0 bdPRF

PROJECT
LOCATION

10-17°C.

UBDC selected 5 school as
pilot project for retrofitting

The public schools and kindergartens
in UB are spending 75-77.6% of the
budget for utilities on heating energy
supply

Schools and kindergartens are
cold and damp and mouldy

= Temperatures are often 18-
19 C or colder in winter, the
standard is 22-25 C

= Some activities are ruled
out by the cold

= Children can’t concentrate,
and get sick and miss
school

= Teachers get sick and can’t
work

PROBLEMS

Too much heat is used, adding
to air pollution and high heating
bills

CLASSROOM, SHD KINDERGARTEN NO 91




PILOT
PROJECT
EXPECTED
RESULT

EXPECTED ENERGY SAVING 40%

EXPECTED PPP
ARRANGEMENT
TYPE

TRANSFE
R

LEASE

Private partner renovate kindergarten .

» eg wall and roof insulation, improved door windows,

improvements to heating supply equipment

Renovated kindergarten building will be transferred to UB

city « Ownership right maintained by UB city

5-10 year leasing payment a performance-based indicator

« Monitor private partner performance
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PROJECT
VIEW

TA and
sovereign
loans

Sovereig
n loans

Lead
member

Agreements

Other
members

CONSORTIUM

$ Equity injection

= >

= — EEE

v

Viability gap
payments, subsidies'

Equity |
> |

Dividends |

1 Services from high quality construction,
operation and maintenance

g
i a Loans, equity

-
|
|
|l «<—
SPV / | —>
Project Compan Interes
! L2l ! t Institutional
1 ec investors
|
|

Development
Fund

\

TA, sovereign and
non-sovereign
loans

<« 3

Sovereign loans, and
non-sovereign loans
through an SOE

«— 35

guarantees

FINANCIERS

Non-sovereign
loans

CONSIDERING TECHNOLOY

N

Stairs outside

the envelope

T Fresh xhaust air £
supply air bathroom Peas
bedroom =
&
1|
E Outside air
ha Ry
X i
Fresh kitchen
supply air AL E‘ 2\;‘2;"& air
living room
- |
[t — ]
ﬂ M 1 i
Fresh supply air & i
heat register -~ Air/alr =] 2
heat exchanger =i
il H :
¥ H
1 |

C

Earth heat exchanger

{also as brine circuit or direct evaporator)

Passive house standard is a sensible

alternative for school, kindergarden

buildings.

+ Up to 90% energy saving
* Fresh air

+ Healthy

+ Affordable price

Passive house standard - energy
efficient, comfortable, affordable,
ecological

» Energy sources inside the building
* Appropriate window, door
 Insulated exterior wall, roof

+ fresh air ventilation system
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MONTH

Project START

screening

Project
development

UB city
PLAN approvals

Prequalificati
on

Contract
negotiation

Contract
signing

2016

PROJECT CONCEPT,
PREPARATION WORK

A

APPROVE
A

MARKET TESTING,
ROAD SHOW A

START
N EGOTIA'RON

SIGN
AGREEMENT

QUALITY OF EDUCATION

COMBAT CLIMATE CHANGE

WELL BEING- HEALTHY

EXPECTED

IMPACT OF CO2 EMISSION
PILOT *  GENDER INEQUALITY
PROJECT

*  WATER & SANITATION

PROTECT OCEAN

AFFORDABLE SUSTAINING
ENERGY

HIGH IMPACT SOME IMPACT NO IMPACT

v

v
v

NN
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Case 10
The Philippines
Health Sector

Hemodialysis Project: A model for PPP in Health

Case study presented by: Celso Manangan
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Mame of Project: Mational Kidney and Transplantinstitute (NKTI) Hemodialysis Center P3 Project, the PHILIPPINES

MName of Speaker: Mr Celso C. Manangan, Focal Point, International Specialist Centre of Excellence for PPP in
Health, Philippines,
Email address: celso.manangan@gmail.com.

Public Sector: National Kidney and Transplant Institute (MKTI), 2 government-owned and controlled corporate
tertiary specialty center attached to the Department of Health, Its mandate iz to specialize in the prevention,
diagnosis, rehabilitation and treatment of kidney and allied diseases through dialysis and transplantation. It focuses
an sarvice, training and research in the field of renal diseases and organ transplantation,

Private Sector: B. Braun Melsungen AG and B, Braun Avitum Philippines, Inc., has been a leading provider of renal
care products for more than 40 years. More than that, the Company have over 25 years of experience in running
renal care centers all over the world, In more than 350 renal care centers around the world, the Company provide
high-quality care for patients suffering from chronic kidney disease,

Why is this project a Case Study for PPPs; The MKTI Hemodialysis Center PPP Project was established to provide an
affordable and quality cutpatient health care service to indigents that will address the increasing Incldences of
kidney silments amang the young and other work-related degenerative disorders. The rising demands for
hemodialysis treatments proved that substantial investment in expanding NKTI's treatment centers was already
necessary to give Filipinos optimum health care. It is Important that a private sector service provider will be

ngzged for NKTIs Hemodialysis Center T8 Braun Hemogayss Ceter 3 Projct —The hiliines

Context:

The existing Hemaodialysis Center of the NKTI had been servicing 40 in-house and out-patients daily. In 2004 alone, the
Center recorded 15,827 hemodialysis treatments even as the eguipment continued to depreciate year in and year out,
While the demand for hemodialysis treatments has been scaring since 2000, the NKTI's 22 machines have not been
increasing to accommodate the number of Fillpinos needing medical attention, notwithstanding the fact that four of the
machines already needed major repairs. The Center did not have back-up machines in case of operational problem, There
would be an estimate of more than 1,200 short of treatments in 2005 for its in-house and regular outpatients if the
machines would not be increased, In addition, the NET! would not be able to accommodate other patients who would
need treatments inthe future,

To meet growing demand for hemodialysis treatments, the NKT| needs to contract a private sector company with a
specialization in dialysis products and renal care services for the Hemodialysis Center to lease hemodialysis machines and
provide supplies and services for the leased machines.

The Project involved the Lease Service Provider: (1) to provide equipment and related facilities in the operation of the
Hemadialysis Center (hemodialysis machines, hemodialysis chairs, reprocessing machines, and water treatment systems
and other furniture and fixtures); (2] to provide hemodialysis supplies and solutions: (3] to service and maintain the
facility; and (4) to transfer technalogy.

The current private sector, B. Braun Avitum Philippines, Inc. is implementing the third contract. Twao (2] contracts were

previcusly implemented by another companyfrom year 2003-2015.
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Strategy

MNKTI needed Php 54 million (approximately USS 1.0 million)to meet the increasing demand for hemodialysis treatment.
This, however, was difficult to achieve in light of METIs annual budget deficit. Faced with the immediate need to invest in
additional machines, NKT| resorted to a partnership with the private sector to provide state-of-the-art machines and to
madernize and improve their capabilitiesto deliver good health services, NKTI entered into a lease contract with the
privatesector.

The Project was implemented through a lease contract, which authorized the winning service provider to equip and
maodernize the Hemodialysis Center. The Service Provider financed, supplied and maintained all the necessary
equipment/facilities and appurtenances and provide the required medical supplies and solutions for the operation of the
machines,

The MKTI leased and operated the Facilities from the PRIVATE SECTOR COMPANY over the Lease Period. The NKTI paidthe
PRIVATE SECTOR COMPANY a Lease Fee Per Treatment.

METI
3 Provide sufficient space in the Hemodialysis Center;
3 Provide the appropriate NKTI staff, such as physicians and other specialists;

[ Provide, at no cost to the PRIVATE SECTOR COMPANY, utilities limited to electricity, water, air conditioning, waste
disposal and janitarial services;

J Monitor and regulate the performance of the Facilities;

 Ensure compliance with government applicable rules and regulations in the operation and maintenance of the
Hemaodialysis Center including but not limited to Department of Health Rules and Regulations, Building Code,
BFAD, ete.;

[ Pay the PRIVATE SECTOR COMPANY the approved lease rate,
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Private sector
O Provide nurses, technicians and other paramedical staff during the Centre's operating hours;

O allthe necessary hemodialysis machines, chairs, reprocessing machines, standard water treatment systems and
ather equipment;

O Sufficient and adequate supplies and solutions for the operation of the hemodialysis machines and the treatrment
of patients;

3 Provide the minimum reguired office equipment, tools, furniture and fixtures;

d Any additions, revisions or improvements to plumbing, electro-mechanical and existing civil works that it deems
necessary in order to provide all the required services;

I The required service and maintenance program includingthe supply of necessary spare parts and materials for all
machines/furniture/flxtures includingthe standard water treatment system for hemodialysis and technology
transfer;

d Technology upgrade.

Project KPI's:
0 Highest level of hemadialysis service in the Philippines;

O Increased number of treatments in both in-house and out-patients

(24/7);
O Mew machines and equipment;
O rRound-the-clock maintenance crew to ensure quality of the machines;
O Availability of medical doctors and other specialized medical
professional/staffing which guarantees the patients ultimate daily care

daily;

O Mo price increase for the treatment.
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Revenue, Subsidy & QFS51957- 2011
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=@—Revenue =B=Subsidy A QFS

[Hote: Based on avallable NK T records |

Project milestones:

0 Review/adoption of bidding/tender documents,

0 Publication of the invitation to pre-qualify and bid.

0 The gualification of prospective bidders.

0 conduct of pre-bid conference and issuance of supplemental notices.
0 conduct of bidding,

U Evaluation of bids.

0 Recommendation for contract award.
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Impact on People & Planet:

Foreseen as the Asia’s model in renal care, the NEKTI Hemodialysis Center is now providing the highest level of
hemaodialysis service in the Fhilippines. The Center has started servicing patients in 2003, The new Center alone
can serve more than 90 outpatients a day, as compared to the old Center that has been serving 40 in-house and
outpatients a day. Aside from this Improved service, NKTI has now been relieved of its responsibility of
maintaining the new set of equipment, B. Braun provides a round-the-clock maintenance crew to ensure the
guality of the machines and specialized staffing which guarantees the patients of ultimate care daily. There Is no
price increase for the treatment.

The HD Center delivers 41,701 dialysls sessions per year from the 15,185 sessions per year when the project
started in 2003 at Php 1638/treatment (approx. US533) ariginally at Php 1700 per session. The need for dialysis
treatments continue to rise annually.

The Project contributed to the increased number of treatment for dialysis; increased revenue contribution from
the HD Center; increased revenue from the other ancillary services units: laboratory, radiclogy, nuclear medicine,
physical rehab, etc, This financial impact provided more opportunities for the hospitalto support free service to
indigent patients.

The Project has been in successful operation for 14 years with contract re-bid every five (5] years. It has been
replicated to different public hospitals at the national and local government units in the Philippines.

NETI-B.Braun Hamodialysis Centar P3 Projact — Tha Philippines

Sﬂﬁllﬁiﬂinhhﬂhdnpm:ntﬁnik »amamct | sama masdt | Aghimpct describe impact
1 [end poverty L3

2 |ened hunges -

3 fwell being - healthy lives .y
4 |quality education =

5 Eenderequalhf b

6 |water and sanitation for all i

7 [attordable and sustainable energy e

8 [economic growth & decent jobs for &l -

0 [resilient infrastracture, sustsinable industrialization, foster “
10 Jreduce insqualitins within and among countries '*

11 feities imchuive, safe, resilient and sustainable o

12 |responsible cordusnption by al *

13 |combat climate changn *

14 [protect the ccean -

15 [take care of the earth k3

16 |peaceid and inclusive societies, justice for all, accountable institutions st all levels *

17 |mechanisms and partnerships to reach the geals £

NETI-B.Braun Hamodialysis Centar P3 Projact — Tha Philippines
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Escalating the [Case Study) project:

1} Project can be replicated within the country in order to address the increasing incidence of kidney disease brought
about by change in lifestyle, climate change and medical complications;

2} In addition, the Project can be replicated globally due to the reasons mentioned above. We especially mention the
Government of Bangladesh for replicatingthe same project in their country,

3) Yes, we can extrapolate the experience to the other sectors due to the simple contractual arrangement adopted and
the needto create innovative arrangements to make Projects work successfully;

4} Main key success factors for escalation are the following: Leadership by a “PPP Champion”, simple contractual
arrangement, shorter period of engagement (maximum S-years) considering life span of the machines/equipment,

transparent procurement process, robust revenue stream, and interest from the private sector,

5] Proper understandingand ownership of a proposed Project should be embraced for future projects.

People Firstis also about “those” that made it happen.
The main drivers of the Project are the following:

1) The main public organizations - National Kidney and Transplant Institute, Office of the Government
Corporate Council, Commission on Audit - Philippines

2) The main private organizations- B. Braun Melsungen AG and B. Braun Avitum Philippines, Inc. {led
by Mr. Eduarde L. Rodriguez, Managing Director)

3) The managementteams - NKTI Management Committee & Bid and Awards Committee (led by Dr.
Jose Dante P. Dator, former Executive Director and currently by Dr. Rose Marie R. Liquete, Executive
Director), Technical Working Group (led by Dr. Remina A. Danguilan), and the Joint Administrative &
Technical Committee (JACT) in monitoring the implementation of the Project.
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Case 11
The Philippines
Regional Development

Public Private Partnerships in the Regional Development

Case study presented by: Yu Namba
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Name of project: Butuan City Regional Development Program (Butuan City, Mindanao, Philippines)
Name of the speaker and email contact: Sam Tabuchi kstabuchi@toyo.jp / Yu Namba yu-namba@toyo.jp

Public Organization, managing the public interest: Butuan City and its affiliated agencies

Private Organization, developing the project: Chodai Co. Itd., Equi-Parco Construction Company

Capital Providers, financing the project: JBIC, Development Bank of the Philippines, JICA, METI of Japan,
etc.

Why is this project a Case Study for PPPs: In Butuan City, there are several unsolicited PPP projects —mini
hydro power plants, bulk water supply, fish farming and agricultural improvement) have been implemented.

Why is this project a Case Study for PPPs based on SDGs: Butuan city's local leaders were desperate to find
new ways to develop its waned economy. It had flourished with logging and prawn fish farming until illegal
logging and water pollution became rampant.

TOYO UNIVERSITY contributed to the Regional Development Support Program to assess possibilities of
economic development through PPPs. TOYO proposed the city and local industries to utilize Butuan's rich
natural resources and improve conditions of tenant farmers. Butuan City reacted with the first-in-the-nation
Local PPP Code to gain investors’ confidence. TOYO provided several capacity building seminars for local
officials and industries on structuring and implementing PPP projects. Average rice yield has doubled, high-
valued fishery products are produced and exported, and hydro power plants and bulk water supply station
are soon to be fully operational. Some $250 million investments have been committed.

Context:

Butuan City’s economy has been gradually slowing down since 1980’s. Logging,
agriculture and prawn fish farming were major industries in the City, but they were
banned/abandoned. Only agriculture was left, but distorted owner-tenant relationship
and low productivity kept some 30% of its residents below the poverty line. Butuan
was rich in natural resources, but could not fully utilize them to improve the economy.

Improving rice production and finding remedy against owner-tenant relationship were
both critical, while stable and sufficient power generation were also essential to
attracting new industries. Providing sufficient electricity will attract food-processing
industries which will add value to Butuan’s agricultural products and improve farmers’
lives. Even though Butuan is still a growing region, going towards fossil-fuel was not an
option. Biomass (wood pellets) and waste-to-energy possibilities were investigated. On
the other hand, Butuan was abounds in relatively clean water. Utilizing the water
resource could be another possibility.

The City did not have enough resources to provide solutions to such challenges.
Therefore, there was a need for partnerships. Private sectors (both local and
international) were active to seek such possibilities, to make them sustainable
business, and to strengthen the local industry/economy. Public authority (city) was
active in setting up systems and enacted the Local PPP Code. It also supported private
activities by clearing regulations and obtaining approvals.
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Strategy:

Ashiga Hydro Power project, a mini hydro power generation plant started with an unsolicited proposal
from the private sector. With its PPP code in place and PPP committee established, the City was ready to
receive a proposal and proceed. Button City accepted and approved the project. City also played a role in
obtaining feed in tariff (FIT) approval from the national government.

Water resource management and impact on the environment was carefully studied. Relationship with
indigenous people and how to improve their quality of life was discussed in the feasibility study phase.

The project was structured as a PPP because it was much faster and efficient to use the existing public
corporations and infrastructure to transmit, to provide power to each household, and to collect tariffs.
Separation of power generation from transmission, provision and tariff collection mitigated risks of the
private sector.

One of the largest Japanese bridge and civil consulting/engineering firm, Chodai, provided expertise in
project finance, design verification, construction management, and overall project management to
ensure quality and to avoid cost and time overrun.

No-longer-used second-hand machinery for rice planting and combines were imported from Japan to
improve productivity. The City supported to clear the custom. Toyo University and three local universities
partnered. Under this partnership, one university let a plot of land for test farming by a local company
who purchased the imported machinery. A Japanese Agricultural Cooperative dispatched a specialist to
teach planting and water level control.

Project KPI’s:

Securing water usage right and TIF agreement were crucial to stabilize the
project implementation ability and revenue structure. In addition, one of
main concerns was how to negotiate with indigenous people, who have been
living along the rivers. International investors were powerless in such
negotiations. Equi-Parco, a local construction company negotiated with tribes
and agreed to provide certain amount of electricity generated to the tribes as
compensation. Public hearings were held before and during construction.

The project used Japanese Government grants for a feasibility study, and used
a two-step loan from JBIC through Philippine Development Bank.

The project is currently self-sufficient, thus the private sector's must put their
effort to sustain the power generation in order to recover the Capex and Opex.
Further, the project’s environmental impact should be carefully monitored by
both public and private entities.

Asiga Hydro 8MW  $30M Spring 2016 Asiga Green Energy Hydro Resources
power Management and

Taguibo SMW  $17M  FY2016  Tobe established CoMsultancy, Equi-Parco
Construction, Twinpeak

Hydro Power i
Hydro Resources, Chodai

Wawa Hydro 23MW  $91M FY 2018 Wawa Green

Power Energy
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Impact on People & Planet

Power generation:

Asiga Hydro Power created over 300 employment during its construction. It will also create
25 permanent positions once the operation starts.

The conditions of power shortage and instability are expected to improve once Asiga and
other hydro power plants become operational. Asiga plant is recognized as a part of
Philippine government’s efforts to improve renewable energy portfolio.

Indigenous people living in hilly area will gain access to electricity.

Rice production:

Group of farmers attended training by a Japanese expert for planting, controlling water
level, and using machinery. Average crop double in the test farm and in the farm of trained
farmers. A rice mill is under construction, which will provide seed rice and milling service to
contracted farmers with below average interest/cost.

For the farmers, less labor was needed and revenue improved. Once the mill is in operation
and provides seed rice, it will improve the condition of tenant farmers who are suffering
from high-interest from owners/mill owners.

For the environment, proper use of fertilizers will improve the soil condition and avoid water
pollution.

Eel and prawn fish farming also revitalized abandoned fish farming ponds and created
high-valued products.

SDGs [Sustainable Development Goals noimpact | someimpact | highimpact describe impact

1

end poverty

end hunger

well being - healthy lives W/

2
3
4

quality education

SN

gender equality

Q

water and sanitation for all

“

affordable and sustainable energy

economic growth & decent jobs forall

resilient infrastructure, sustainable industrialization, foster innovation

reduce inequalities within and among countries %4

cities inclusive, safe, resilient and sustainable

responsible consumption by all \/

combat climate change

protect the ocean 4

take care of the earth

NRE IS R NSNS

lpeaceful and inclusive societies, justice for all, accountable institutions at all levels

i)

|mechanisms and partnerships to reach the goals
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Scaling up the (Case Study) project

Project concepts and enabling mechanisms—

PPP code, PPP Committee, procedures and so on—
can be replicated in other cities/ regions in the
Philippines, and potentially in other countries as well.
However, it is difficult to “replicate/duplicate” local
leaders’ will to implement projects. It is essential

to have supportive leaders from both the public

and private side.

The process of learning-by-doing was essential to
project replication. The Local authority and PPP
Committee acquired experience in processing

unsolicited proposals and supporting PPP projects by giving/obtaining approvals. The City
gained confidence from investors by putting the local PPP Code in place.

Local industry also gained experience to structure a complicated PPP project. An
international firm also gained experience in doing business in the locale.

Local government
Then vice mayor and current congressman Atty. Fortune promulgated -
“Local PPP Code.” With such a clear and transparent procedure in place,
Butuan could gain confidence from international investors.

Local industry

Mr. Takano, a Japanese investor and President of Twinpeak Hydro
Resources brought Toyo University to the City. Mr. Ronnie Lagnada, then
COO of Equi-Parco provided equity and resources necessary to make
these projects happen. They utilized their own local network, knowledg&
and custom for negotiation, and gathered local skilled labor force for the
international partner to work smoothly in the local setting.

International firm

Mr. Kato and Mr. Oura of Chodai attended TOYO University’s Regional
Development Support Program as graduate students. An international <4
firm contributed their expertise in project and construction
management, engineering skills, and project finance. They also brought
in a variety of financial source.

TOYO University

Regional Development
Support Program:

To promote economic
development and to
identify project
opportunities in the
region.

Capacity building
seminars:

Building capacities
among public officials
and private industries.

Technical support:
Providing advices as
needed.
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Case 12
Portugal

Urban Development

Replicating Practical Experience on Urban PPP models from
Developed Economies to Developing Countries and LDC

Case study presented by: Pedro Neves
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Replicating Practical Experience on Urban PPP models from

Project: . . .
! Developed Economies to Developing Countries and LDCs

Project Proponent Pedro Neves _ Founder of Global Solutions

Public Organization: Gowvernment of Portugal , Municipality of Lisbon , Municipality of Loures; Government of
Pernambuco, Municipality of Recife, Municipality of Olinda; Government of Algeria, Wilaya dlgers; Government of
DRE, Gowvernment af Katanga

Private Organization: several developers in Portugal, Brazil, Algeria and DRC

Capital Providers: Public capital , DFIs, Private Capital, Infra Funds, Real Estate Funds Prdra My

vohal Sohutiam _ Founder &
PManaging Parinar
Why is this project a Case Study for PPPs: Based on the Urban Development program created by the Portuguese SR - Bunines fddary o
Gowvernment with the Municipalities of Lisbon and Loures, Parque das Magoes [Nations Park) “The invented City"” was ez _so Tak Foror Leader
developed in Liskon for the Expo 938, by Parque Expo. For the development of the Invented City, several explicit PPPs ;':: ;:'::',::'_ﬂ:.
were developed. Prafewar
The initial project is the urban requalification of 330 ha of industrial water frant into a new city involving new
Infrastructure assets combining simultaneously moebility, utilities, education, health, cultural and sports facllities
along with real estate products including housing, retail and services.
The project had and has a significant economic, social and environmental impact in Lisbon. The project has was
replicated in different ways in Portugal. The development of these Urban PPPs lead and inspired a number of

international projects across the world, namely in Brazil, Algeria and DRC

1. Urban PPPs, why are they different
2. The Invented City . A case study replicated across the world

3. Replicating Urban PPPs Practical Experience from Developed
Economies to Developing Economies and LDCs

3.1 Brazil . Recife Olinda Waterfront

3.2 Algiers. Plan Directeur d’Ameniagement et d'Urbanisme
d'Algers

3.3 DRC . Mokambo Corridor . Cross Border Urban
Development

MNotes about replicating Urban PPPs to Developing Countries and Least
Developed Countries

79



Urban PPPs, why are they different

1% ecanomic PPPs self sustainable
27 social PPPs reguire guaranties on revenue stream from public sector
3 urban PPPs number of stake holders grows exponentially

Alan Trager . Johns Hopkins University . Director & Senior Research Professor on
PPPs

Land acquisition / Land fabrication
Time horizon [ asset life cycle = "eternity”
Central and Local government

Multl sector : Mobility / Utilities / Social Infra / Real Estate

You can design
and create,
and build

the most
wonderful
place in the
world.

But it takes
PEOPLE

to make
dream reality.

Walt Disney

| 4q oseuniom {7 Pmases
[Z g FOR T GMLS
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Roplicating Urban PPPs from Dewalopad Economios 1o Doveloping Countries and LDCs _ Palais des

MNations Park > Parque Expo > The Invented City
= 19922001
* The urban project leading to The Invented City
* PPP solutions for Urban Development
» Explicit PPPs
* Governance model
* The Business model
* The economic output

* A Virtuous Cycle for Urban Development

Mations Ganava 20-71 Ociobe

1:.' 'HI'\-IF P "

e "'" “aumm — BN ..--ﬂlﬂ‘)$
tw.ﬁ** EHEHEILSTLRE TP \\“

jg*grj'-s'\,,\;?wﬁ

:'-‘_'33‘

* Residential:
« Offices:

» Retail
+ Others:
« Total:

PARQUE DAS NAGOES - BALANCED CITY

Frons PARGUEXPD prasentatior

1,240,000 sqm
610,000 sqm
170,000 sqm
300,000 sqm

2,320,000 sgm

MITNVGRSS
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—+ Urban and Regional Sustainable Development
Transformation Process Phases

Design

Urban praject
Lirban Design
Consiruchian
Urbanism
Architeciure
Planning

Finance

State Budget
Municipaies
Budge!

EU Funds
Private capital

Infrastreciures
Lhilibes
Budings

Lrban
Management
bty

Sacial Cohesien

Transfer

Public Management
Private Management

Urban Environmaent

Anamation
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PPP Unit for Uibae Davebopamet

=
]
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Court of
Auditors

Governance Model interface with Public Shareholders and Stakeholders
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Preject Finance Investment Concept
Developing Cities

Project Finance
SCS K
Associating
Market investment . E » Operating E
exploration saa SPY BC Comparny
financing kegal -
(L}
Executive Promoter
Prajest
Management 54 - Serice Seppky Agrm
Dasign

0% . Supply Coniract Ssassholder

FL . Financing Comtract

) Comtrnct

00 - Oparasion Contract 'ﬁ' ﬂllliﬂl‘-‘:

&

Public Private

Partner Partner

sts 19 M€

Return to Return to
Municlapa Central Raturn to .
e Government PPP Unit Private
e Tamas s Partnar
L IBME : 37 M€

Return to

Investment process and return analysis on Explicit Model 1
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The Invented City . Nations Park . Lisbon . Portugal.

Fublic Organizations Managing Public Interest : Expo9& (1) Parque Expo (27)
Private Organizations: Bouygues , Somague, Comitur, MotaEngil, Inland ...
Private Capital Providers: Infra Funds, RE Funds, Commercial Banks

This Caze Study represents a group of PPPs especially created to launch the [nvented City project
All projects were developed and are today on their exploitation phase, public and privateinterests
were fully achleved

Al 5PYs assumed a Sustainable Development approach based on People, Planet & Profit
arientation.

Context =>An environmental challenge transformed into a landmark prime destination
Strategy =+ Use a sustainable vision with a straight foraard project how did we get there
Project KPI's =+ 330 ha of land transformed into 3,300,000 sgm of ABL above ground

People & Planet = 18.000 new permanent jobs, all utilities developed on eco friendly approach
Scale up & replicate  =* used as landmark example throughout the world
Management Team  =» Strategic Vision decided by Public sector, Dynamics mainly from Private sector

Context:

+  Lisbon is a city with thousands of years, the city grew towards the coean and its east region
was less developed, with a sericus environmental problems with important social challenges

» East Lisbon although with a unique geographic location was the place for refineries with
contaminated sail, slaughter house, obsolete industry, waste depot, unorganized container
storage, also used for other illicit activities

«  Urban planning and architecture was developed in small scale and quality was fairly poor

* Construction companies existed but were not used to maximum cost and maximum delay
type of contracts

* Real Estate also was incipient and focused on the housing market

*  Mobility was not integrated roads, rail, metro, airpart didn’t communicate

+  Utilitles were managed on a sector per sector approach

+  Social infrastructure was managed according to each ministry agenda

+  Portugal in the 1990's was growing with public investment coming from the state and fram
the EU

*  Expo 98 and the Invented City “Mations Park” was a project that changed the City but more
impartantchanged how Citizens relate to the City, created sustainable jobs, developeda new
way to see and manage the environment, created solid and profitable businesses, but above
all raised their self-esteem to an unprecedented level

1S 175

e D
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Strategy:

L]

The basic idea was to transform a problem into a landmark where all residents would
like to live & work

Government created a State Owned vehicle Pargue Expo to acquire the land, clear the
site, develop an Urban Master Plan that would create the Expo 98 but that would be
the basis for private sector investment and this way to payback all public investment
The project consisted of developing the new Invented City, but also all mobility projects
necessary for it

Over 2 billion USD were invested mainly through PPPs to develop a new bridge and a
new metro line, with access to the alrport

The concept of Urban triple bottom line, today's 5DGs, approach guided the feasibility
studies

The main topics were self sustainability where Real Estate provided the balance

Careful models were developed for Public Only investment, PPP investment and Private
only investment

Focus was given to attain a unigue Public Urban Service, from design phase to build
and operation

To ensure the Invented City DNA an animation team and program followed the whole
process

Project KPI's:

-

The over project represented over 10 billion USD, 330 hectares of land, 2.300.000 sqm
of buildable area above ground and 2.000.000 of buildable area below ground

Land acquisition, soil decontamination, master planning and investments were public
only

Utilities, Maobility, Social Infra and a large content of Real Estate was developed
through PPPs Broad sense

Housing Real Estate was private

The public financing was done mainly through sovereign guarantees with DFls and
commercial banks

The PPPs were developed through PFls with SPVs providing guarantees but with no
recourse to the Government

The concept was launched in 1992, land was cleared and decontaminated until 1995,
in 1998 the Expo 98 was a world class event, in 2005 more than 95% of the plots were
sold

Today Mations Park is probably the mostimportant CBDin Lisbon and the price per
sgm keeps up with the best locations in the City

Communication and Territorial Marketing were key to the project, since 1993 the
Invented City was presented in all major Urban events, and in Portugal every DI 17 ree s

Portuguese adopted the City as its own brand E I @
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Impact on People & Planet:
+  MationsPark is and was developedwith a People 17t attitude since the first moment, promoting
Portugal, the Portuguese self-esteem by providinga new environment that would combine:

People Agenda main achievements

+ Definition of people first priarity in the city since design stage with & water, people, building,
car approach

* Creating 18.000 new and sustainable jobs

*  Bringing back to Lisbon 25.000 new inhabitants

* Creating Cultural, Science, Sports, Leisure, destination to over 1.000.000 non residents per year

* Creating probablythe best Schools & Health Facilities in the City

+ Creating probably the best Shopping area in the city and one of the best in Europe

* Creatinga unigue animation program that kept the Expo spirit alive during all development
phase

Planet Agenda main achievements

«  Over 20,000 trees were planted in 110 hectares of green areas

* A state of the art water, heating & cooling and solid waste systems were implemented through
concessions contract

*  This represented new waste to energy solutions, new water and waste water treatment plants

+ Traffic management to reduce cruising and with optimized underground parking solutions

Sugtainable Develepment Goak Commsents ta bnpact
1. EMD POVIRTY [ ] Project based on promoting social imclusion
2. EMDHUMGER [ ]
3, WILL BIING = HLALTHY LIVES [ ] Mew health facilities using top technology and inmovative management systems
4. QRALITY EDUCATION [ ] Naw facilties at all kwals from kindargaren to univarsity
5, GEMDIR DQUALITY [ ] MNew ermiroreend broughd new cpporburities fo promcte gender equality
E. WATER AND SANITATION FOR ALL [ ] Maw wabter cpcla system fully mtagratad
7. AMORDABLE AND SUSTAINABLE EINIRGY [ ] New erergy system based o reneveables and new operatiog retvacrk
8. ECOMNOMIC GROWTH & DECENT MDES FOR ALL ‘ 18.000 naw sustainadds jobs
8, RESILENT INFRASTRUICTUSE, IDUSTRIAZATION, INNOVATIN » New city Fully imtegrated from mokility, wtilities, socitsld infra and reasl estate
10, RIDUCT IMECGUALITIES WITHIM ARND AMOKG COUNTRIES [ ] The project lead fo sigrificant upgrade of Porffuguess standards of bving
11. CITIES INCLUSIVE, SAFE, RESILIENT AND SUSTAINAELE [ ] This was the target of the whola project
13, RESPOMSIELE CONSURMPTION IY ALL [ ] All materials used seed reussd follovesd strict envronmental procedurss
13. COMBAT CLIMATE CHANGE [ ] Tha city coreapt was basad on reducing 002 emissions &t various anglas
14, FROTICT THE QCEAN [ ] Cicean am the future vwas the Theme of the Expo 58
15. TAKE CARE OF THE EARTH [ ] Tha site was contaminated and the erinonment was a1 the Feart of the projact
18, FLACITUL AND INCLUSIVE SOCIITIES, PUSTICE FOR ALL [ ] A reme city of justice waes bulld to improve judiciary services
17. MECHANESME AND FARTHMERSHIPS TO REACH THE GOALS . Partresrshipswy EL, Cantral Govermment, Local Governmend, private sacior & 0503
ban PPPefrom Devaloped Ezanom -
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Scalability & Replicability ofthe (Case Study) project:

-

Mations Park culture for urban renewal that has been used since 2000in all major cities
in Portugal

The model has been visited to all World Major Urban Developers and Managers

The Nations Park model has been used throughout Europe, Africa, Asia and the
Americas

The Explicit PPPs model has been growing across all sectors as it allows Public Strategy
and Private Dynamics to be aligned from very early stage.

Success Factors :

-

Alignment between PPPs with the Portuguese Court of Auditors and Ministry of Finance
to follow and audit the financial framewaork and observation of public interest

Very solid Management Teams from both Public and Private Sectors

Very solid Governance models based on full transparency

Great autonomy to be creative and implement new business solution based on public
interest

Unguestionable vision based on Sustainable Development People, Planet and Profit

approach.
In future projects Private Sector participation should come at earlier stage, to organize B 17 A
and prepare Investable Projects ‘ @

People First is also about the Management Team that made it happen:

+ The publicorganizations were the:

+ Central Administration: GePortugal at the highest level invelving Prime Minister, MoF, MoE,
oW

+  Local Administration: Mayor of Lisbon, Urban and Permit Planning Municipal authorities

+  (ther public Local Stakeholders: Parllament, Court of Auditors, MoF Audit Unit

+ The Private Organizations were Private Development Companies, Investment Funds, Commercial
Banks

+  All partnerships were developed through Direct Competitive Megotiation supervised by Expo BoD
and GoP

+ Parque Expo created a special unit to develop these explicit projects lead by : Pedro Neves (CED)
who created 3 dedicated team for this, Became via PPPs the second largest buyer of land in
MNations Park.

+ The Management Team had 3 main arms:

+ CEQ. Strategy, Communication, Portfolio Management, Relation with Shareholders and Private
Partners

+ CFO.Financial Managementand insurance of financial feasibility and respect of targets and KPIs

+ COOD . Operation Management, Capex and Opex management to guarantee Revenue Stream

+  Growth strategy lead to develop equivalent projects in Portugal first and then across the world

* People, Planet and Profit aligned with Public Strategy and Private Dynamics were the basis of all
partnerships developed

'I'l.' ;‘;!IIIF‘
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1, Urban PPPs, why are they different
2. The Invented City . A case study replicated across the world

3. = Replicating Urban PPPs Practical Experience from
Developed Economies to Developing Economies and LDCs

3.1 Brazil . Recife Olinda Waterfront

3.2 Algiers . Plan Directeur dAmenagement et d'Urbanisme
d'Algers

3.3 DRC . Mokambo Corridor . Cross Border Urban Development

Notes about replicating Urban PPPs to Developing Countries
and Least Developed Countries

Placement

Concepticn and implementation of a masterplan which would be part of the Strategic Plan of the
metropolitan area of Recife and that would help to revitalise the historic centres of Recife and Olinda,
helping to create a new centrality. The idea of this project, through the constitution of a corporate
vehicle, was to develop a sustainable urban and emdrenmental redevelopment aperation based on an
econemic and financial urban model, This operation, which includes land belonging to the Federal
Government, is based an the generaticn of capital gains applicable in public investments of a social,
cultural and environmental nature

Objectives

Roising the z2one’s level of wonld competithty, 05 0 metrapolitan b with o port frant;

Respect for the port’s history — its physical references and experience — providing historical continuity
for its aesthetic, cultural and social values as well;

To promate o spatialy’ functionaly experiential connection of Recife-Olinda, reinstoting its original
refationship;

Assumption of urban plonning innovotion os o key reference;

Canstitution of o network of quality and sustainohle wrban spaces from the point of wiew of use and
maintenance;

Recovery of public space a5 o space for sociallsing and bringimg people togethe; reviving the feeling of
o relationship between citfzens ond thelr city

Reduction of consumption meeds and structural dependence on emergy, waber and materiols.

SN0 | WeRA [ TR RN () 018

Ruplicating Urban PPPs from Dewalopad Economias 1o Developing Countries and LDCs _ P ckizs Mations Ganova 20-21 Octobar
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LOCAUTACAD DOS PROGRAMAS
£ PROJETOS GOVERMAMEINTAZS MA ARTA DO COMPLEXD

PROJCTO RECHT

s e Mowumgunia, - EA
2w e Srmpanh pmevis 23
Tovan e wmrvenchs - B

(2)>

N

"
L I ]

Or.Water Dartas
Apbercda e Duce enchATMIED §EOANTIO D6 FRIRRTIN

e Pearo shves Sereren o
BT Seans Herges e Cavalne 6 (1)
#U - Ma n - .

u r1ageT 34 Negecion % o

1) ProjectStartsin2001

2) Parque Expo develops the
Olinda Recife Waterfront

3) MNewUrban PPPs take place
in Pernambuco

Placemant: Ravizion of the Plan d'Amdnagement et d'Urbanisme de la Wilaya d'algar (PDAL d'Alger], defining the
dynamics whsch will structure the maodel of spatial planning and kong-term development of the territory (over a perlod
af 20years), based on key areas such as demography and gecgraphy; the econormy; maobdity and transports; housing
and equipment; natural spaces and agriculture; networks and infrastructures; public space and patrimony; and natural
and technodogical risks,

‘Within the political and regulatory framsawaork of Algeria, tha new FDAL d'8kger aims to be structurad a5 3 new
stratagec Instrument of spatial planning and territorial development which covers all of the 57 communes that make up
the Wilaya d'lger.

The project to ravisa the POALl d*Alger, besides being a technical oparation on a macro scaba, stso applies to the
congaption of architactura and infrastructura projects for urban intarventions in the public space of the centre of
Algiars, which, through the appication of a charter of public spaces and a new ‘way of conceiving' the territory,
arnbady an Innovative and participative madel of planning and axperiencing the termtony

Objectives: Dafinition of 0 new mstrurment of territarkel managemant for Wikrpo o Aiger (the new POALT dger ),
through the creation and implementation of @ global reguiatory framework, articuloted ond integrated on @ sectorial
level, which ‘guides” pubic spotiol plamming poficies;

Establishment of & ‘Metropols Contract” which, bossd on o 20 yeor stroteglc wiskon for the territony {2009/ 2029) alms to
Integrate, ortewkene and fnstinstonally cormmit the publle agents responsible for the spatlel planning amd tervitorial
muanogement of the Wiloya dialger; Redeveiopment of the public spoce of the centre of Alglars throwgh the exacution of
a set of 18 priority urban intervention projects so s to enhance the effect of “positive contomination” for the rest of the
territary of Wilmya o Alger;

Promation of o porticlpaethve process of prassntotion, reflection and discussion of the mew PDAL o Alger in terms of the
13 “Circonscriptions Admbndstrathves” ond of the 57 Comimunes of the Wilayae dger, aimed ot involing (ts citizens in
the taklng of tachinical declsions concarnlng the construction of thelr own future.

O8RS [ A B s Y
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1) Projectstartsin2003

2) Parque Expo Is responsible
for the PDAU d'Alger

3) 2016PDAUisapproved

UG (DA FC MGA) Connty muaasins bnbegy iommet o1 DR Men iy

In DRC Katenga mobility
concession contracts have
been signed to provide these
solutions

Power
&
Utilities

Border
Infra Gap results from Country Assistance Strategy Zambia
provided by World Bank Group & DRC
These Gap require integrated sol dapted to local
context

Integrated Solutions represent opportunities to
promote Urban Sustainable Development Projects
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To be beneficlial for a country’s development, non-renewable resource extraction
shouwld be leveraged to build long-term assets, such as infrastructure,
that will support sustalnable and inclusive growth. % Cobamhia Cener

Present
PublicIntarest

Mining Public Interest
lobs
Mining Public Intarest
Matural Finite Resources | opaceryctyre Mining
Naw Jobs Infrastructure
Agriculture B Industry
Retail & Services
| Man made infinite
resources

e and UDCs _ Palais de Mations Ganeva 20-F1 Octobar

Motes about replicating Urban PPPs to Developing Countries and Least Developed
Countries

1. Country DNA and City DMA have to come from Local Decision makers

2. Process Central of Gravity needs to be as close to site as possible

3. Training of Local Team s vital, involving local academy is a must

4, Involving 23 much as local content as possible: financial institutions, contractors,
consultants

5. Ensuring experts avallable at all levels locally, and internationally particularly with
IFls.

&, Defining a clear Governance plan based on transparency with clear read lines
towards corruption
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Case 13

Madagascar

Port of Ehoala : New Deep Sea Multipurpose Port and
Economic Trade Zone in Madagascar

Case study presented by: Marc Frilet
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Description of the project

Port of Ehoala represents 260 million dollar investment project both in port infrastructure
and public services.

Development of the project: how the project exemplifies progress and innovation in PPP

development in this emerging market?

10.

11.

12.

Critical socio-economic infrastructure for the State of Madagascar and more particularly for
alleviating poverty in the South East of the Country;
The State had no capacity to finance or to guarantee repayment of loans for such
investment (more or less 260 million dollars)
Project not financially viable by private sector investor under traditional project finance
models
However, a world class mining deposit of ilmenite has been discovered and evaluated by Rio
Tinto / QMM with a potential of export of more or less 1 million tons per year for 40 to 60
years
Several options were possible for shipping the ilmenite including a buoy and a mineral
wharf.
However, both State and Rio Tinto / QMM agreed to maximize the benefit of the project for
the local population and the economic development of Madagascar. Two series of in depth
studies were commissioned during the prefeasibility and feasibility phases prior to any
investment:

v" An EISE based on international best practices and taking into account local

ecosystem and socioeconomic situation.
v' An analysis of all the potential socio economic externalities of the project for the
region, for Madagascar and for international shipping, fishing and cruising sector.

Upon completion of the studies, the ingredients for a modern concession-PPP project
emerged through an integrated and inclusive approach of the micro and macroeconomic
potential taking into account socio environmental factors
Additional studies where commissioned to maximize the benefits of the project with the
local institutions. The conclusions were to consider inter alia the development of a growth
pole for a sustainable economic development of the region.
The State entered into negotiation with a subsidiary of Rio Tinto / QMM (Port d’Ehoala SA)
in order to conclude a public service concession according to which Port of Ehoala SA would
finance, build and operate the deep sea multipurpose port and the related economic zones
for the duration of the Rio Tinto QMM mining titles.
Since the new port economic and financial model appeared at the same time essential for
the economic development of Madagascar and not viable only through the port estimated
revenues, an element of public subsidy for the investment in the port has been considered.
The State obtained a soft loan from the World Bank which has been transformed in subsidy
directly paid to the builder of the port.
The concession agreement concluded between the State and Port of Ehoala SA includes
various performance criteria and clauses on tariff setting and tariff adaptation in order to
maximize the activity of the port together with adjacent economic development zone of 400
hectares comprising an EPZ status.
The agreement also provides that the State may impose new investments if justified in the
interest of the public service and it include various clauses for implementing the State
decision based on structured exchanges and on its impact on the concession economic
model which is annexed to the agreement and which includes the principle of economic
equilibrium (this mechanic avoids hazardous renegotiations since it is regulated as from the
origins through an agreement between the parties in the contract itself).
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13. The Concession agreement also contain various clauses essential for long term investment
such as stabilization clauses, detailed tax and custom regimes as well as a structured dispute
avoidance mechanism through a contractual partnering system followed by structured
conciliation and international arbitration.

lll.  Project outcome: the development of economic externalities

The port is in operation for three years and its perspective for the economic development for
Madagascar as well as for the economic model already launched remains most promising in the
particular context for the future.

v' Employment creation

The World Bank has created at Madagascar an Economic Development Board.

According to the estimation of this Board, 57.000 jobs have been created within 3 years in the sub
region thanks to the existence of the new port. This outcome is already a success while the roads
and other infrastructures planned for maximizing the externalities have not been realized yet and
while the export processing zone (EPZ) has not been internationally promoted yet.

v" Continuous reference to the content of the convention

Comments of Philippe Murcia, Director of the Concessionaire Company:

“Thanks to a high quality programming and to a very large exchanges and understanding of the
fundamentals of the public-private partnership between the State, the national companies and the
concessionaire (private company); and lastly thanks to the support of the World Bank, the project
has been synthesized in a very balanced partnership agreement which is critical in several respect
for smooth day to day operation.

It regulates various issues too often forgotten or considered as secondary at the stage of negotiation
or of completion of the concession agreements questions which are in reality essential for the
success of the project”.

Philippe Murcia indicates that he refers at least weekly to the concession agreement when

discussing with the authorities or the operators. This permit to easily resolve the majority of the
problems faced.
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Case 14
Ivory Coast, Liberia, Serra Leone and Guinea

WAPP Interconnection Line - CLSG

Case study presented by: Marc Frilet

95



L. Project’s presentation:

Within the WAPP (West African Power Pool), the governments of Ivory Coast, Liberia, Sierra Leone
and Guinea have decided to cooperate in order to develop a regional high voltage transmission line
called “Interconnection Line” in compliance with the ECOWAS Energy Protocoll.

The objective of this project is to build an interconnection line between Ivory Coast, Liberia, Sierra
Leone and Guinea through several cities2. This line will include 2500 towels (1264 km of high voltage
transmission line) and 12 sub-stations.

1. Project feasibility’s development:

Several technical and economic feasibility’s studies have shown that the Interconnection Line would
be able to decrease (up to 50%) the cost of energy production within the countries involved in the
project.

Moreover, the studies revealed that the project includes many significant social and economic
externalities.

They have also shown that due to the poor and fragile economic state of the countries’ national
utilities, it was not realistic to resort to procurement before launching a long and in-depth analysis
on the conditions of implementation and operation of the line permitting to have the most efficient
economic conditions.

Taking into account 1) the costs savings that the line will permit on the production costs, and 2) the
tariff that the operator will bill to users for the energy transport, the investment on the line would
be profitable if it is operated during a basis of approximately 30 years.

However, on the basis of regulatory due diligences, their practices and the developed risks matrix, it
appears that such a project could not take the form of a classical concession scheme signed with a
private investor, unless an institutional and legal framework identical to the four States (knowing
that the four States have different social, economic and legal cultures) is put in place. It was
intended that the framework could create or improve the overall procedures (SEIA, land rules,
expropriation, commitments of the Utilities and the States to favor the project, etc.) in the texts as
well as in practice.

To permit the implementation of this project, the feasibility studies have resulted in the following
conditions:
1. The investment and operation should be developed on a long term basis by an ad hoc

company following commercial laws and benefiting of a set of guarantees (not only financial
guarantees)
2. An agreement between the States which deals with several identified issues

1 The objective of the WAPP is to establish a regional electricity market in West Africa through the
judicious development and realization of key priority infrastructure that would permit the accessibility to
economic energy resources, to all member states of the ECOWAS and help meet the energy needs of the
ECOWAS citizen by providing least cost reliable and sustainable electricity supply for economic
development.

2 Man (Cote d’'Ivoire) - Yekepa (Liberia) - Nzerekore (Guinee) - Buchanan (Liberia) - Monrovia (Liberia)
- Mano (Liberia) - Kenema (Sierra Leone) - Bikongor (Sierra Leone) - Bumbuna (Sierra Leone) - Yiben
(Sierra Leone) - Kamakwie (Sierra Leone) - Linsan (Guinee).
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The institutional and legal framework of the project is the following:

Treaty CSLG Interconnector between 4

States: Lenders
/

Ivory Coast, Sierra Leone, Liberia, Guinea

Tripartite

Treaty Implementation Body (PIU) agreements

1
developing the project in close i
1

Area Control

ERERA : cooperation with the WAPP ; Centers
Controland | SERimmimimmmmmmmmcmmcmm _ ACC/C
regulation ACC/G

International Project Agreement between

Technical control

Technical control

the SPC and the 4 States jointly (BOO

conditions . . . . conditions
Contract type including public service
obligations and future development)
SPC
SPC Shareholders SPC Purposes

The four National Utilities - finance the Interconnector

Joint Venture Agreement - build the Interconnector
- in their capacity of shareholders for the optimum - operate the Interconnector
operation of the interconnector and its good s

P & - maintain the Interconnector
governance
. i ) Main obligations
- in their capacity of user of the Interconnector
including : - reimburse the lenders
The use the Interconnector when it permits to - operate and maintain with performance
decrease the power cost parameters
The commitment to conclude standard PPA Main rights
The commitment to pay interconnector tariff - right of an income stream and related
tariff structure permitting economic

The commitment to develop transport lines, equilibrium in the long run
distribution networks and efficient tariff recovery

—

U

SPC Main contracts

_— i

Contractor undertaking to build line and
stations (essentially on turnkey basis and
lump sum)

Contract for operation and management
(5 years including training obligations)
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The overall scheme takes into account the lessons learnt in regional power projects in Africa (in
particular: CEB and SOGEM projects).

The major difference is to limit the role of the ad hoc company to the energy transportation (it does
not deal with the activities of purchase and resale).

I11. Steps of the Project’s implementation:
1. A Treaty has been negotiated and signed between the four States (December 2011 — March 2012).

This Treaty creates, inter alia, a special purpose company (“Transco CLSG”) following commercial
laws whose former stakeholders are the four national Utilities.

The Treaty establishes the main principles of an International Project Agreement to be agreed by the
four States and the SPC.

2. The Articles of incorporation and the Shareholders agreement of Transco CLSG have been
executed in March and June 2012.

3. The International Project Agreement (which contains various set of clauses similar to a public
service concession) includes clauses permitting to the company to restore its financial viability and
economic equilibrium if substantially affected and not in default. The IPA has been initialed July 5th,
2012.

Taking into account the particulars of the project which is similar to an institutional PPP, the term of
the agreement is of 99 years.

4. The project is financed by a consortium of development banks: African Development Bank, World
Bank, European Investment Bank and Kreditanstalt fir Wiederaufbau (Kfw).

5. The interconnector is now under construction.
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