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Background

* In 2010, the Government of Colombia initiated a series of reforms to
create a PPP framework

* Between 2013-2016: 32 projects with more than 3000 km have been
awarded representing over $10b of investment mobilization

* The World Bank Group (IBRD,IFC, MIGA) has provided support to the
4G Program (upstream and downstream )



Key elements of the 4G Program

Large investment gap
Political support

Institutions (law, PPP unit) and enabling capacity
Pipeline and document standardization

Financial market (instruments and institutions)




Large investment gap in the road sector:
Limited public financing

Poor quality of road infrastructure Low investments in transportation infrastructure
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Increase investment to 3% of GDP in 2014 (US510 billion)
Closing the gap and meeting - USS3.3 billion through public works (1% of GDP)

expected  demand | by 2029 Goal - US$6.7 billion through PPPs (2% of GDP)

requires investments of 3.1% of
GDP over the next decade*
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PPP Framework

* PPP law

e PPP units at planning department and budget department (DNP,
Hacienda)

e Public Investment Management Framework for PPPs

* Reform of the PPP (implementation) unit at the Ministry of Transport:
ANI (National Infrastructure Agency)

 Large capacity building program
* Implementation capacity in other government agencies
 Creation of FDN (National Development Bank)
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Road Program overview

e Background
e Colombia has implemented concessions since the early 90’s
* The structure of the projects has evolved over time in different “generations”

* Structuring of the 4G Program

Structured by Colombian Infrastructure Agency (ANI) with IFC as strategic advisor

Divided into rounds and regional groups of projects with early movers

Availability payments: discounts related to availability, quality and service, capped at ~10%
Project divided in independent functional Units (size: TOTEX over ~USS 50m per Unit)
Funding: tolls and public subsidies (“Vigencias Futuras”)

* Tender process
* Bidding process by rounds
* Independent selection processes for each project including PQ and bidding process
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Contract standardization: risk allocation

) ) ’ L )
Concessionaire’s Risks Government’s Risks

Construction (except tunnels)
Operation and maintenance

Financing

Change in construction and operation &
maintenance input prices

Force Majeure events
Non insurable events (e.g. natural disasters)
Land acquisition*

Social consultation*

Environmental licensing™*

Traffic

Utility networks (non identified networks)

Land acquisition management (with control
and supervision of ANI)

Insurable Force Majeure events i _ o
Traffic (liquidity risk) Assuming concessionaire’s proper management

Macroeconomic risks
Changes in law

Construction (tunnels)
Land acquisition (cost overruns)
Environmental and social management Shared Risks
(overruns in environmental compensations)
@ Utility networks (overruns)
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Results: first and second round of projects

First round of projects

Second round of projects

Project Lengih  Investment - Number of
Girardot— P. Salgar 190 510 2
Mulalé — Lobo. 32 685 3
Perimetral del Oriente 153 650 4
Pacifico 1 54 968 2
Pacifico 2 98 492 1
Pacifico 3 146 697 2
Conexién Norte 145 530 2
Rio Magdalena 2 144 741 2
Cartagena — Barr. 153 516 3
Total First Round 1,115 5,789

- Investment Number of
Project Length (Km) (USD M)* Bidders
Santana — Mocoa — Neiva 418 875 2
Villavicencio - Yopal 262 1,160 6
Rumichaca — Pasto 80 895 4
Popayan —_Santander de 76 615 5
Quilichao
Puerta de Hierro — Palmar de
Varela y Carreto — Cruz del 195 252 4
Viso
Autopista al Mar 1 176 731 3
Autopista al Mar 2 254 789 3
Sisga — El Secreto 137 488 7
Barrancabhermeja — 1592 884 5
Bucaramanga
Total Second Round 1,750 6,689
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Lessons learned

* The Role of ANI as Independent PPP Agency

* The Role of FDN as National Development Bank

* Merits of the Standard Contract

* Advantages of Launching a “Program” instead of Single Project

* Lessons from the Bidding Process: competition for sponsors and
lenders

e Bankability of the Revenue Streams
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The WBG support to the 4G Road Program

Committment w/ private
sector participation in
roads ($ millions)
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Capital Market/Credit enhancement

/

.

\ .
Capital Markets Deep Dive
» Improved pricing benchmar

- Standardized bond structure witt
guarantee

IBRD/MIGA

RESULTS TO DATE

32 out of 33 projects planned under 4G have
been awarded representing over $10 billion of
investment mobilization

MIGA cross border risk guarantee
apital Market/Credit enhancement

/ IFC investment
» $70 million in FDC (Infrastructure
Development Bank)
Upstream $50 million in local infrastructure
= @ jebt fund
IBRD/IFC/IDB

» Support for institutional frame
work strengthening

« Capacity building for FDN

« Support for legal, regulatory,
framework strengthening

Downstream ® Downstream

@
IFC Ruta del Sol
transaction close

4G Progra;n
_ N =

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

IFC advisory support
for Ruta del Sol

ent in Santana Neiva
ling investment review)
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Chile: The Road Concession Program
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Background

* |In mid nineties, the Government of Chile initiated a series of reforms
to create a Concession framework

* Between 1998-2016: more than S13b of investment mobilization

: : Investment
Projects Quantity USS m
Road 5 1800 km 3402
Other Interurban highways 1350 km 3650
Urban highways 187 km 3115
Airports 11 865
Prisons 8 381
Hospitals 2 300
Other projects 10 633

13211
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Key features of the road project (1)

* Motivation: large investment gap

* Projects mainly funded by tolls — no subsidy in the first generations of
projects

* Concession model preferred to the monetization of tolls revenues and public
procurement

* Risk transfer to the concessionaire: traffic, construction, design
e Risk mitigation schemes: currency, MRG (upper and lower band)

e OQutput and performance-based contract: urban highway in Santiago
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Key features of the road project (2)

* Monoliners played a major role during the first projects

e Capital markers including domestic pensions funds financed most of the
program

* More recently, Canadian Pension funds enter in the market as equity holders

* Renegotiations:
e Large number to include capacity expansions
* No issues with bankability
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Thank you
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Annex
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« Variable term between 25 to 29 years

Termand -+ 3 stages
Stages - Pre-operation (pre-construction and construction phases)
- Operation and maintenance
- Reversion
Functional units (FU)
* Projectis divided in FU: Independent infrastructure units connecting two physical points
with USD 50 millions minimum investment (Capex+0Opex)
Revenues
 Each FU will receive a monthly retribution from three sources:
- Government subsidies (availability payments)
- Toll revenues
Economic - Revenues from additional services (advertisement, etc.)
Aspects « Retribution (all three sources) is variable depending on compliance with performance

indicators, quality standards and service levels.
* No retribution during construction of UF (except for tunnels)
« Main project’s revenues ensured by the Government
- Toll revenues: if the concessionaire does not receive the expected toll revenues,
government will pay the difference in four payments on years 8, 13, 18 and at the
end of the contract
- Government subsidies
« All project funds are managed through a trust fund, in order to ensure transparency
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Risk sharing mechanism for land acquisition, environmental compensations and
transfer of utilities network costs

v' Estimated separate costs set on contract (result of structuring process)
v If actual cost exceeds estimated cost

« Upto120% Concessionaire
+ Between 120% y 200% 30% Concessionaire and 70% ANI
« 200%+ ANI
200+
120 I Bl Concessionaire

100 L ™
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