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MOTIVATION

America’s drinking water systems face an
annual shortfall of at least $11 billion to
replace aging facilities that are near the

end of their useful lives and to comply with
existing and future federal water regula-
tions. This does not account for growth in
the demand for drinking water over the next

20 years. Leaking pipes lose an estimated 7
billion gallons of clean drinking water a day.

Source: American Society of Civil Engineers (2009). “Introduction to Facts about Drinking Water.” 2009 Report
Card for America’s Infrastructure. Reston, VA: ASCE. 24.
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PUBLIC PRIVATE PARTNERSHIP

Public Private Partnership (PPP) involves:

1. Relation between government and a

concessionaire—one or more private companies
(consortium)

2. Agreement upon funding, building and
oper ating a usually government-provided service*

*1n the water sector, government has been the
principal supplier of water infrastructure systems




FRAME OF DISCUSSION

Public Private Partnership (PPP) in water
treatment and distribution

How a PPP project can attract private investors

Adapting the existing Public-Private Infrastructure Advisory Facility
highways toolkit model to the water sector—devel oping the new
model in Excel

Example case study: Oxford, MS water treatment
plant project
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Source: Public-Private Infrastructure Advisory Facility (2010). “PPPs: An Introduction.” PPP Training Resources.
Washington, DC: The World Bank Group. 10. Modified. Accessed from
http://www.ppiaf.org/ppiaf/sites/ppiaf.org/files’documents/PPIAF_Intro_to_PPPs.pdf.




SPECTRUM OF FINANCING PPP

Government 1. Concessionaire agreement

I 2. Loan agreements
1

Concessionaire 4—| Lenders

Source: Queiroz, C. (2011). [Drawing of The World Bank Group and PPP Relationship]. Washington, DC: The
World Bank Group. Modified.

CAPITALSTRUCTURE OF
CONCESSIONAIRE

Concessionaire Special Purpose Vehicle (SPV)

In practice 2 15% Iil; Equity

Loan — 100 %
ideal PPP 3 0 F Subsidy

Source: Queiroz, C. (2011). [Drawing of Concessionaire Special Purpose Vehicle Consortium Capital Structure].
Washington, DC: The World Bank Group. Modified.
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ATTRACTION 10 PRIVATE
INVESTORS
Why private participation in water?
1. Wide variation of capital investment
2. Appropriately sharesriskswith public sector
3. Ways to assess financial feasibility

“Thereal issuefor PPPisnot public infrastructure versus
private infrastructure. It issimpler: theissueisless
infrastructure versus more.”

—Clive Harris, PPP Manager of The World Bank Group

Public sector is subjected to budget constraint




ALLOCATION OF RISKS

Operate and

Public Finance/Risk

Private Finance/Risk

Source: Public-Private Infrastructure Advisory Facility (2010). “PPPs: An Introduction.” PPP Training Resources.
Washington, DC: The World Bank Group. 9. Modified. Accessed from
http://www.ppi af .org/ppi af/sites/ppi af .org/files’documents/PPIAF_Intro_to_PPPs.pdf.

NEW MODEL ASSUMPTIONS

Summary of project assumptions

(W ed, indexed on inflation) -
Subsidies. 3% Duration of works (years) 4 Years E
Equity % Year o Amount (MUSD}
Credit 40%
Nominal interest rate 6.0% E I i 0% o
Repayment period 20 years Xam p e 2 68
Grace period 4 Years 1 85
Capitalization 4  years i

Repayment of loan =

Total in MUSD 170.00
Amortization years E

Initial water usage =1000 rr/d Fixed part 9,000 KUSD per year

Water usage growth % PEr year Variable part 04 USDperm E

Fee rate (VAT included USD per.nr i
(VAT excluded) USDO per nr

{indexed on inflation} Inflation rate 4.0%

Inftialrevenue. 637 KUSD/d Corporate tax rate 0%
(WAT excluded) VAT rate 19.6%

State discount rate (real terms) 4.0%

(nominal termz) 8.16%

Source: PPIAF (2009). “ Graphical Model for Financial Simulation of Highway PPP Projects.” Toolkit for Public-Private
Partnershipsin Roads & Highways, 1% Edition. Washington, DC: The World Bank Group. 1. Modified. Accessed from
http://www.ppiaf .org/ppiaf/sites/ppiaf .org/fil es’documents/tool kits/highwaystool kit/6/financial_models/index.html.




NEW MODEL KEY PARAMETERS
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Source: PPIAF (2009). “ Graphical Model for Financial Simulation of Highway PPP Projects.” Toolkit for Public-Private
Partnershipsin Roads & Highways, 1% Edition. Washington, DC: The World Bank Group. 2. Modified. Accessed from
http://www.ppi af .org/ppi af /sites/ppi af .org/fil es’documents/tool kits/highwaystool kit/6/financial_model s/index.html.

NEW MODEL RESULTS

FINANCING FLAN
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PUBLIC AUTHORITIES® FINANCIAL FLOWS

PV on Subsidy (KUSO) -A5.£50
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Source: PPIAF (2009). “ Graphical Model for Financial Simulation of Highway PPP Projects.” Toolkit for Public-Private
Partnershipsin Roads & Highways, 1% Edition. Washington, DC: The World Bank Group. 5. Modified. Accessed from
http://www.ppiaf .org/ppiaf/sites/ppiaf .org/files/documents/tool kits/highwaystool kit/6/financial_models/index.html.
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FINANCIAL ANALYSIS INDICATORS

Source: PPIAF (2009). “ Graphical Model for Financial Simulation of Highway PPP Projects.” Toolkit for Public-Private
Partnershipsin Roads & Highways, 1% Edition. Washington, DC: The World Bank Group. 2. Modified. Accessed from
http://www.ppiaf .org/ppiaf/sites/ppiaf .org/fil es’documents/tool kits/highwaystool kit/6/financial_models/index.html.
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