Panel Discussion on
Financing Rural Roads




Road Metwork Links: Current Quality and Potential Significance
(West - Southern Africa Link Enlarged): SSATP circa 2006
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e How can investment In rural roads be
justified?

e Sober economic analysis (CBA, IRR,
NPV) versus wider economic and social

assessment of costs and benefits
« Competition with other public services
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e Looking into sources of funding and their
pros and cons

e What Is a reasonable investment rate
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Risk/Return expectations

Equity investors five years at between 17% and 50% per
annum (Libor and Jibar rates)

Commercial banks eight years at prevailing interest rates
Merchant Banks twelve years at medium term interest

rates
Pension funds fifteen years at long term interest rates

DFI's 20 year horizons ideally judged on economic as
opposed to financial merit




Roads in the South African model can start at between 4 000
and 4 500 vpd AADT, with approximately 17% heavy vehicles

Rail requires 1 m tonnes per annum (South African Freight
Rail) cf 300 000 tonnes per annum for the BBR
concessionnaire

Ports appear to require 3 million tonnes per annum

Airports are difficult but appear to need in excess of 500 000
persons per annum

Below these thresholds does not imply PPP’s can'’t be
developed but other measures of support need to be
considered (eg shadow tolls, market guarantees, increasing
the revenue base)

In general, speaking of debt equity ratios of approx 17:83 and
DSCR of between 1,0 and 1,5 in year 5 to 8 ﬂf




e Centralization versus decentralization of
funds and management

« Community involvement: how does it work
and what are pros and cons?

e Capacity to manage and governance
ISsues




World Bank suggests, from the Pacific Rim, that there is no material
difference between centralised and decentralised management:
Recognise practicalities of distance and size of network

Community involvement embraces both participation and
iInvolvement as well as social auditing (eg Press Conferences)

Recognise difference between economic and social roads, or at

least the continuum

Consensus emerging that agencies operate better than government
departments

Need independent review of funding, both of the Road Fund and of
toll roads and of procurement processes

Ideally report to both public AND private sectors




* Investing In one region means decreasing
competitiveness of other region

 Roads are said to cause spread of
HIV/AIDS — better roads, more infections:

how to address?
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o Effective asset management of any infrastructure Is
never ‘sexy’ when compared to new projects. How do we
change that perception?

The relative size of any road fund in smaller economies
makes It an attractive target for the provision of funds for

purposes different to that intended. How do we protect
against that and preserve the funds for new construction,
rehabilitation and maintenance of ROADS?

The road maintenance backlog in many countries IS SO
large that some roads can NOT be maintained. How do
we decide which roads to maintain to the benefit of the
overall network?
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A provincial response (PIG)
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I’'m personally satisfied that we have a strong
case to continue to develop PPP’s to provide
necessary infrastructure

Do we start small (e.g. municipal services) and
work upwards?

Or do we start big (e.qg. toll roads) and work
downwards?

Fundamentally need long term committed
champions from both the public and the private
sector sides...and | look forward to the
discussion
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