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Infrastructure meets Business

« Infrastructure Gap is Massive (- $53 illion
OECDO07)

— population growth, migration towards cities,
deteriorated infrastructure, globalization of
supply chains

» Governments worldwide resort to private-
sector capital due to constrained budgets
and neo-liberal ideology

-~ gmr=iz—  Oportunities for Private-
sector

44 types of facilities in 15 categories are eligible for PPP

Infrastructure meets Business

— Transportation systems (airports, railways,
highways, ports)

— utilities (water, electricity, gaz)

— social assets (hospitals, schools prisons)

T v iy DR e
o Recent Asia trends
» Enormous infrastructure demand

(Annual infrastructure needs, 2005-2010) In USD million
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Source: The World Bank Policy Research Working Paper
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The Funding Issue

i) charges
i) government budget
iif) hybrid scheme

© Nuno Gil Hong Kong, 2009
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The Financing Issue

*Public finance
- bonds; federal funds; taxes
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BAA's Capital Investment Plan

TABLE %6 BAA's capex programme at constant 2002 prices.
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Institutional Framing for Heathrow
airport expansion, T5 project

BAA pie Board

External audit
Internal audit
HESE compliance I BAA Functions (eg IT)

HAL Board

l BA T5 Team

g8 Implications of different PFI
structures
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From Asian Development Bank presentation, Washington D.C., Dec 08
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Policy Units

e.g.4ps

Other key support bodies

support to Local Authorities

Sector Ministry
Private Finance Units

UK Public Sector

Institutions relevant to PFI

HMTreasury <

Policy Auditing bodies
e.g. National Audit Office

Partnerships UK

Implementation

Partnerships for Schools
PDO
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PUK Ownership Structure

HM Treasury (45%) Private Sector

Institutions

Scottish Ministers (4%)

49% 51%

Advisory Council

HMT Perm Sec Chair | __.__| D
UK-Wide Public Sector
representation

Board

......... 2 HMT Nominees
inc. 1 Sh. Exec.

PUK Partnerships for
Investments Schools

PFI Development Process
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Public and Private Infrastructure Investment Management Center FMAC)
Korea Development Institute (KDI), Washington D.C., Dec. 08
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UK PFI programme
development

Chart 1: size of overall market singe 1935/96.

P oo ety

893 projects, £78bn capital value, of which 687 now operational

2001 2002

Global Diffusion of the

PPP Agency Model*

2003 2004 2005 2006 2007

Agencies Interviewed

New South
Wales (AUS)
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Office (1apan)
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Knowledge
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Legend:
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National PP French Institute Other Agencies
Forum (AUS) for PPP (France)

fficiency Unit PPP Central
(Hong Kong) Agency (Fil)
Secretariat for
reepocies =
isingacare} s PPP STIP Agency
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Republic
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*Note — work in progress by CRGP, Washington D.C., Dec 08

= " Approximate Size of Various
Programs

Value of Number of

Deals (SB) Deals
UK Highways Agency $158.0 846
Infrastructure Ontario >$6.0 40+
MAPPP $5.8 147
Parpublica $10.2 49
Partnerships BC $4.5 23
Partnerships Victoria $5.5 17
Partnerships UK $61.7 450
South Africa PPP Unit $4.5 18
Total $256.2 1590

*Note — work in progress by CRGP, Washington D.C., Dec 08
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PFls in Asia - a mixed picture
Total PFI investment in 2007 (USD million)

Busincss Diversification across Regions

100%
Latin America and the Caribbean|
East Asia and Pacific
W Europe and Central Asia
= South Asia
Georgia 7% 71| m Middie East and North Africa
962 W Sub-Saharan Africa
Percentage
of total PFI
investment
(moving
average)
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Percentage of PFI Investment in Each Region, 1992-2007
Source: The World Bank & PPIAF ag g
Source: World Bank and PPIAF. PP
Ther A s bl

b=« PPP sectors in Asia

Asian PFl investment by sector in 2007 (USD million)

Water and Telecom, 1,324,
Sewerage, 3%
2,182, 4%

Transport,
13,853, 28%

Energy, 31,274,
65%

Source: The World Bank & PPIAF

Litea o n. ]
m The Integrator Model: Separate strategic
partner responsible for project development
from partner responsible for delivery

Figure 6: The Integrator model

Public Sector Strategic partnering agreement
— incentive-based payment
Unitary \
charge Equity
- Integrator
-~

Hotes
SPY: Special Purpose Vehicle
F: Fadlities Management

Bank debt

HE: The diagram sets aut the key relaticnships where 3 PRl is used by the Integrator— it would be
different where conventional procurement was used.
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m The case of Competitive Partnership:
Local Education Parternships(LEPs)/Local
Improvement Finance Trusts (LIFTSs)

Public Sector
LEPALIFTco 2 LEP/LIFTco 3

Source: Delaitte Research, 2006,

m The case of Competitive Partnership:
Local Education Parternships(LEPs)/Local

SRCI (2005) s v
e A
Figuie 1: Organisatbonsl stractuie of MaST LIFT ideniflsing the kv personned inserviesed. s v
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st e [NCremental Partnerships: where assets can

The case of Competitive Partnership: Bumines be procured and built into stages (private
Local Education Parternships(LEPs)/Local partner has not exclusivity)

Improvement Finance Trusts (LIFTs)
London Borough of Greenwich

Service Integrator (SI) Partner (Deloitte)

E-Govt. solution E-Govt. solution E-Govt solution
Provider Provider Provider

Bl Core/Operational ICT service provider (Northgate, IBM) o am
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SRCI (2005) L Other ICT service providers g
Figure 4: Overvies of the ‘o’ procec scrivities o bbeatified is the lnterviens
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xhe Mahels ) -Projects > £20m
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[ Minimum Revenue

Guarantee

[ Public body J— Rens - . Awivaion
quarantee:

Performance
Auditor and Panel|  ootomance
of Experts monitoring
Tripartte A eipert
Convention opmen

[ Ee—— Loan
— Commercial Agreement c o Minimum Revenue Payments _* Revenue
Credit contract Lenders / Market Lenders | upport Fun

(Potenta)
Caim

Equity and for
Subordinate
fnancing
Other investors.
wansiers

Fay Buiding CAPEX = capital expenditure, IFl =

Maintenance contract contact Intenational Financial Institution
Industrial investors 0&M = operations and maintenance

Standby Loan
Agreement

Insurer -
Concession = "Conwractual and
nsurance Agreement - Regulatory Proceeds

policy - Guarantee

™

RAIF

Cash Cascade:
1

2 oo
s
vas e bl N
Maintenance Interface uilding comy g . .
- Resolves concerns about political risk, and it ensures
Ras necessary funding is available if guarantee called
s Ml Bt sl Asian Development Bank, Washington D.C., Dec 08
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Business Chinese financial investments in N ol What's next?
i Sub-Saharan Africa, 2001-2007 !
Chinese Investment by Country, Chinese Investment by Sector, S
2001-2007 2001.2007 < . The_ cost of flexibility as external
Transport environment changes

Nigeria
34%

Others Electricity 33%

28% 34%

Infrastructure design for ‘future-proofing’

Sudan

Building option fees in public procurement

Water

Agg;nla El;\ioon/sia e General Telecom Co ntraCts
e e « Infrastructure funds
Source: World Bank and PPIAF, PPI Projects database.
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Infrastructure Fund Performance

From 1990 to 2008, infrastructure assets outperformed traded equities, Asian
Development Bank, Washington D.C., Dec 2008




