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Agenda




Latin Americais the cradle of the BRT

e
BRT is the most common project for bus PPP

and LAC its cradle
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It all started with the millennium...

A very appealing narrative...
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It all started with the millennium...

...and a proven successful recipe

Infrastructure

Routes and fleet
rationalization

Private Operator (SPV)

New Rolling stock

Technological
components




It all started with the millennium...

Transforming
disorganized
traditional
transport...

...into mass
transit BRT
corridors...

...and more
efficient
conventional
bus systems

Microbuses in Mexico city

o - "" :;"R‘:_ ——— -
New busesin Queretaro

...which was successfully applied in places like Bogota or Mexico City.


http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiLpoLBxKTKAhVBdT4KHRKwACIQjRwIBw&url=http://www.indicadorautomotriz.com.mx/autobuses/van-por-mas/&bvm=bv.111396085,d.cWw&psig=AFQjCNFsB3JQgipOxzv1XNaAzLNvqhsJTg&ust=1452697080288260

This structure was replicated worldwide and
included in national urban transport programs in the
region such as Mexico and Colombia...

What could possibly go wrong?



Mexico

B2l Mexico PROTRAM

Support focused on Infrastructure (up to 50%) and studies

Sustainable Urban Mobility Integral Plan + Public transport management entity

Business reorganization

Feasibility studies, legal, and institutional framework

Financial structure (inc.Minimum 34% Private sector participation in CAPEX)

Metropolitan areas > 500,000




Most projects
were not

bankable

Too small, too complex

* _ BRT Mexicali
E s { ]
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BRT Chihuahua

11,‘"

BRT la laguna

o

BRT Durango

Metro L- 3 Monterrey *

BRT Tijuana S ONORA

BRT Zacatecas
BRT Ecovia Monterrey

= > BRT Indios Verdes Ecatepec 2. Loansto operator, not
= . . Tren Chalco - La Paz SPV
BRT Cd. Azteca - Tecamac
. Tren Sub 1 Cuautitian 3. Bus manufacturer or
..... - YA boutique Banks
=—@ ’ 4. Expensive Financing
* Tren L -1 Guadalajara | — @ conditions

CHI:IMMA P
Tren L -3 Guadalajara BRT Puebla 1
[] Autorizados BRT Puebla 2/.
- Estructuracion y BRT Acapulco

analisis

Guatemala

BRT Oaxaca



Government Actions

Mexico

Was this the solution?

Concession as Concessionaire Government
guarantee Actions

Partial ran
Regulator — Transparency artial Guarantees
Public Entity and good * Government covers
_ practices the cost of the
Ban informal warrantee
competition Government secures

Proiect any issue with the
Trust fund . J S
guarantee Finance
federal transfers

Economic

equilibrium

How can Mexican
authorities promote

Smartcards / Good for social
no cash objectives

Political
- Tariff » decision Bankability and keep
Policy Bad for Bankability pursuing social goals?

Adapted from: Lopez Dodero A, Hoyos Guerrero A, Targa Rodriguez F, Lépez Heras A. Bus Financing in Urban Transport Projects in Mexico: Challenges and Opportunities. Transportation

Research Record. 2016;2581(1):79-87. d0i:10.3141/2581-10A
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Colombia

s Colombia NUTP

Support focused on Infrastructure (up to 70%)

Management entity (focused on infra Development)

Business reorganization + rationalization + e-fare collection

Feasibility studies, legal, and institutional framework

Financial structure (inc.Minimum 34% Private sector participationin CAPEX)

Metropolitan areas > 500,000




Colombia

Mext years

Transmilenio Megabus Metrocali Metroplus Transcaribe 5PTSs (Valledupar,
Bogota Pereira Cali Medellin Cartagena sincelejo, Meiva...)
Metrolinea
NUTP creation and Bucaramanga

project design 1997-2005

NUTP implementation 2004-2012

(USS757M, 6 cities)

Support MUTP

{US$198M, 2011 - 2018 /2020
) 14 cities )
: Mmom board approval to Project closure,
[ ] From loan signature to Project closure.
b
it
System System commencement of operation
City

S 020102 Regulatory reform technical assistance praject
S  POE2466 C0 Integrated Mass Transit Systems (IMTS)
S  POE2466Suppal tothe MUTP




Colombia

Many reformed systems entered into a vicious unsustainable cycle...
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0 20,000

“""“IIII"""' o

500 10,000
5,000
o] “!1111111““““"“““““ _

AR AR AR RI A ARTR AR BIARIR TN ABIRINIY
2008 | 2009 1 2010 ’ 2011 l 2012 | 2013 1 2014 | 2015 | 2016 | 2017 |

Bucaramanga, Colombia. Transport supply and demand



Colombia

....and did not delivere the promise of improved transport services.

2005 2017°P % cambio

Total general 4,072,840 3,874,154 -4.9% BRT Reforms in Colombia: an ex-post
Total sin Bogota y Medellin 1,968,511 1,304,252 -33.7% evaluation

Armenia 24,044 21,061 -12.4% '

Barranquilla 433,116 273,276 -36.9% Andrés Gomez-Lobo*

Bogota D.C. 1,657,366 1,901,686 14.7% May 11, 2019

Bucaramanga 176,405 85,513 -51.5% '
Cali 320,539 196,348 -38.7%
Cartagena 190,936 112,727 -41.0%
Cucuta 130,738 74,440 -43.1%

. We use momthly data on transit supply and ridership to evaluate
Florencia 10,177 2,721 -73.3% the impact of BRT type reforms In intermodiate eities In Colombia
Ibagué 66,282 74,518 12.4% ' o \ o | A
Manizales 76,366 66,317 13.2% A ! lel‘- '.~‘;mru wiarly troubling, since it points

) to a reduction in the attractiveness of public transport for users and
Medellin 446,962 668,216 49.5% a substitution to other potentially more unsustainable modos, such as

Monteria 13,980 15,905 13.8% peivs . . .
Neiva 44 667 53562 47 2% ~ “We find that these reforms are associated with

Pasto 34,280 33,361 2.7% ... a decrease in aggregated transit ridership”

Abstract

Pereira 115,413 77,831 -32.6% Wey

AR U Cams vaes wes oty o PROUT RN ORI LR IR O AR

Popayén 41,296 321158 -22.1% ricnees, such as Panama City, Santisgo and Lims.
QUIbdé 161502 111142 '325% * Associnte Profosor of Economies, University of Chile, agomeziofon. uchilee). This
Riohacha 4’341 571 -86.8% resenrch was undertakon with funding from the Inter-Amenonn Development Bank within

a wider projoct written with Raul Barnentos, It also uses mformation obtsined from

Santa Marta 135,307 115,191 -14.9% a project undertaken for the World Bank. | wish to thank Raul Barrientos, Guillermo
Sincelejo 14.033 41.896 -65.1% Munoz, Alcjandro Hovos ne well s Laurcen Moutes, Aricl Rubinatein and Cristian Navas

for comuments roceived in tho earbor stages of this rosoarch Thanks are abo due w0

Tunja 27,581 18,312 -33.6% Marcela Melendesz, aa woll s Carlos Prada and Ricardo Valazuela from DANE Colossbia
Va”edupar 26 589 8 800 _66 9% for ?‘ua‘ill'n!sh','. the data wsod in this study. None of the above nor the Inter-Americsn

Developenent Bank or The World Bank are responsable for the opansons, errors or omissions

Villavicencio 65,919 55,605 -15.6% contained in the present paper




At some point, the objective of
structuring the right transaction/PPP
made us lose sight of any other project
objective.



The Analytical Framework

Better project
structures can improve
W"' sustainability

'- w i

y.
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The Analytical Framework

PPP-like approaches are
overused, and influence
project definition

When PPP is suitable,
better structures can
improve sustainability

Public-Private Partnerships

/

in Urban Bus Systems

wiro Hoyos Guarrero and Abel Lopez Dodero

Planning Implemen

Preparation :
P tation
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Activities supported by the Framework




The Analytical Framework

Objective of the

PPP-like approaches
document

are overused, and

influence project e Support some activities at
definition PPP screening (Section 2)

Objective of the
When PPP is suitable, document
better structures can « Support PPP preparation /

improve sustainability Definition of business
model (Sections 3-7)

Expected outcomes

e Improved project
definition

e Improved PPP viability
assessmentat concept

Expected outcomes

e Improved definition of
project structures

Not reinventing the wheel: References, refeferences



PPP proje

Planning /

Identification
Project identification
and PPP screening

Main activities
e|dentify technical
solution

eDiscuss economic
and financial

feasibility
eDiscuss delivery
model, including
PPP Screening

cle

Preparation
Appraisal and definition
of preliminary structure

Main activities

*Refine scope

el egal, Technical,
and Economic
feasibility

e Assess PPP
feasibility (VM)

¢Define

Implementation
plan

Structuring and

Procuring
Structuring, tendering,
and awarding

Ivlain activities

« Confirm appraisal

Finalize financial
plan

eFinalize Technical
designs

eFinalize contracts

sturctures and
drafts

eAward, negotiate
and sign contracts

Implementation

and management
Contract Management,

Construction and
Operation

Main activities

*Approve final
designs

eQversight
construction

*Monitor
performance

*Manage changes,
claims and di rrrrr6
Sputes




PPP: Three reasons why

Public-private Parnertship is “A long-term contract between a private party and a
government entity for providing a public asset or service, in which the private party bears
significant risk and management responsibility, and remuneration is linked to performance.”

e A financing mechanism;
e An instrument to create fiscal space;
e An instrument to foster sectoral reorganization

PPP will help you with

e Transferring up up-front costs to the private sector for solvent entities
e Improve efficiency of a Project’s design, implementation, or operation
e Achieve more efficient risk allocation




The Analytical Framework and PPP

Analytic Framework

Fleet operation

Unregulated
Licensing private
operation

Public and Fleet provision
operation management and operation
contract

Cost plus > gross cost > net cost
Long term > short term

Level of risk transferred to the private sector




Agenda

Before embarking on a PPP




The Analytical Framework

PPP-like approaches are When PPP is suitable,
overused, and influence better structures can

project definition improve sustainability

Public-Private Partnerships

in Urban Bus Systems

wiro Hoyos Guarrero and Abel Lopez Dodero

Planning : Implemen
‘reparation P

Identification tation

oported by the Framework



Understanding project objectives

Understanding Project objectives and stakeholders is the first step for
structuring a project

Common objective: Improve mobility

e Reduce generalized cost of transport
e Reduce emissions

e Reduce congestion

e |mprove road safety

Objectives not shared by all stakeholders

e Quality of service

e Affordability

Fiscal austerity

Market competition / private sector participation

Including incumbent operators

Ensuring loan repayment



|dentifying stakeholder objectives and restrictions

STAKEHOLDER OBJECTIVES RESTRICTIONS

Community members

Potential public transpor- Improve quality of service, travel times, payment  Level of income, system coverage, number of

tation users methods, safety, security, comfort, affordability transfers

Private transportation users  Reduce congestion, avoid charges associated Road space, parking spaces, ability to bear new
with private vehicle use, improve road safety charges

Residents and businesses Prevent damages, increase safety and security, Need to minimize impact on businesses and

in project implementation increase economic activity in the area homes during construction, maintain or

area improve service access, keep noise levels and

construction times to a minimum




|dentifying stakeholder objectives and restrictions
=

STAKEHOLDER

OBIECTIVES

RESTRICTIONS

Public entities

Public transportation
authority

Keep fares low, increase quality of service,
reduce travel times, increase safety and security

Internal budget, public budget for the system,
planning or monitoring capacity, legal
requirements affecting design

Mayor, subnational
government

Improve productivity, reduce system costs,
increase private sector participation, reduce
local emissions, avoid increase in fares, avoid
creating new and unpopular charges to fund
system

Maximum level of subsidy (maximum gap
between fares and costs), budget for funding
new infrastructure, access to finance

National authority

Reduce carbon dioxide emissions, increase
cities’ productivity, improve subnational fiscal
sustainability

Budget limitation, requirements in the regula-
tion to support subnational entities

Public financial entities,
development agencies

Increase productivity, reduce carbon emissions,
ensure environmental and social sustainability,
ensure financial sustainability

Compliance with specific funds or program
requirements




|dentifying stakeholder objectives and restrictions

STAKEHOLDER

OBJECTIVES

RESTRICTIONS

Incumbent operators

Maintain status quo, increase income, improve
service, avoid collaborating with traditional
competitors, minimize or avoid government
oversight, improve access to finance

Access to finance, operating or planning
capacity, corporate governance capacity,
long-term agreements with suppliers

Other transportation
operators (informal, taxi)

Maintain status quo, avoid government control
over informal services

n.a.

Potential bidders or
suppliers (operators, bus
manufacturers, infrastruc-
ture companies)

Achieve high remuneration, be protected from
risks that cannot be managed, avoid unfair
competition, generate opportunities for new or
increased payments in the future

Minimum provision time, lack of availability of
certain products or technologies, lack of
experience in similar context, lack of in-country
structures or bureaucratic requirements to
establish in a country

Potential investors or
financiers

Improve bankability, decrease level of repayment
risks, keep high returns

Risk assessment capacity, capacity to provide
long tenures, exposure limits to certain level of
risks




Consdiering alternatives
=

Look for the best solutions and delivery methods adapted to context to
achieve the objectives

Technology enablers

e Improve user experience / reduce travel time
e Improve operators’s capacity and performance
e Improve institutional capacity for planning and monitoring

Infrastructure interventions

e Public transport exclusive streets during peak hour
e Public transport priority or exclusive lanes



Considering alternatives

Bus-only lanes of shared roads in Madrid, Spain

Exclusive, physically segregated lane for bus rapid transit in Buenos Aires, Argentina

Source: Nacho, httpsy/ /www flickrcom/photosigonmi/ 15269595359/, CC BY 2.0.

Source: Tim Adams, https://veww flickr.com/photos/36217981@N02/15321899523, CC BY 2.0.



Considering alternatives

Consider Legal alternatives

CHARACTERISTIC CONCESSION AUTHORIZATION (PERMIT OR LICENSE)
Type of act Discretionary Unilateral

Granting procedure Public bidding, restricted invitation, direct award By request

Requirement of preexisting right No Yes

Effect

Creates new rights

Allows recipient to conduct an
activity, subject (or not) to conditions

Requirements

Specific technical, legal, and financial capabilities

Specific conditions

Termination

Procedures depend on the contract and the law (and
may involve compliance with terms, lack of the object or
matter, rescission, revocation, expiration, rescue,
resignation, bankruptcy, or death of the concessionaire)

By expiration (where applicable) or
cancellation




Considering alternatives

e.g. Business collaboration agreements in Medellin, Colombia

Publictransport zones in Medellin: Secretary of Mobility MEdellin



Assessing feasibility of a PPP

Technical elements

e Does the solution benefit public transport users?
e Does the solution contribute to the intergation of the overall transport System?

Fiscal capacity

e Projects are rarely self sustainable
e Alternative sources of funding are limited

Institutional and regulatory elements

e Strong legal framework
* Transportation authority with adequate capacity



Does it s it the
serve the best
objectives’  jlternative?

IS It
feasible?

Stakeholders
objectives and
restrictions

Non PPP
Alternatives
examples

Guiding
guestions for
Key feasibility

elements

Infrastructure
solutions

Legal
alternatives

Technological
solutions

Institutional
and regulatory

Fiscal

Technical
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The risk matrix




The Analytical Framework

PPP-like approaches are
overused, and influence
project definition

Public-Private Partnerships
in Urban Bus Systems

Planning :
Preparation
Identification

Activities supported by +he T

When PPP is suitable,
better structures can
improve sustainability

Implemen

tation




The risk matrix

Devise mitigation
|ldentify and analyze the Allocate the risk and strategies and/or

risks and potential responsibilities to insurance when full
impacts parties mitigationis not
possible




Assigning risks

|

e An uncertain event (an event with a probability of occurrence higher than 0, but
lower than 1) whose occurrence would have a negative impact on a key project
objective.

e “The chance of an event occurring which would cause actual project circumstances
to differ from those assumed when forecasting project benefits and costs”

Allocate risks to the party best suited to manage it

e The best able to predict the risk ocurrence
e The best able to lower and manage the impact of the risk on Project outcomes
e The less vulnerable to the risk ocurrence




Risks categories

Project Functions

Planning Planning

Construction N \\m

Operations \\

Design

Direct Project
Risks

Macroeconomic
Operations

Political and Social

Environmental and Maintenance
Natural Disaster

Other Indirect
Risks




Planning

Land availability and
acquisition
Permits and licensing

Stakeholder management -

Resettlement

Design

Changes in scope of works-

Financing

Collection
Fraud
Financial coordination

Political and Social

Political

Social unrest
Regulation,
environmental
Regulation, competition
Regulation, indirect

Planning

Construction

- Interfacerisk

- Geo-technical
Operations

Availability and quality
- Demand

- Congestion
Repayment

- Incumbent

- Otherinfrastructure
- Default
Maintenance

- Infrastructure

- Early termination
- Changesin law

- Government obligations
Natural and Environmental

- Natural disaster
- Climate

Design
Financing
Construction
Operations
Maintenance

Design

Environmental

Financing

Financing

Financial close
Collection, fraud
Collection, affordability
Changes in ownership

Construction

Construction delays
Geo-technical
Completion and
commissioning
Interface risk

Macroeconomic

Political and Social

- Early termination
Natural and Environmental
- Natural disaster

- Climate

Operations

- Availability and quality
- Demand

- Repayment

- Technology

- Fuel

- Other Infrastructure
Maintenance

- Fleet

- Repair parts

- Infrastructure

Functions

Direct Project
Risks

Other
Economic
Risks



Risks categories

Across the range of project functions, both the private m

sector and the government have roles and responsibil-
ities to assume, including the operation of buses = eal-
lection of fares ¥ and distribution of revenues.

Quality and level of service

The structures of private bus operators may allow
for the provision of higher-quality services at lower
cost than the struetures of the public sector. Through
well-struetured contracts, the government can hold
the private party accountable for making services
available at agreed-on quantities and guality, which
can improve the welfare of transportation users. In
an alternative scenario, the government retains this
risk, which limits its ability to compel an operator to
improve performance. Mitigating this risk requires
linking the operator’s remuneration to its perfor-
mance, providing an incentive for operators to
improve service quality. Box 713 presents lessons
learned for achieving quality and level of service. For
more guidance, see Gomez-Lobo and Briones (2014)
and Tiznado et al. (2014).

Congestion

The government is best positioned to assume this risk
ginee it is responsible for planning transportation sys-
tems, which includes securing exclusive lanes and
rights of way, establishing efficient priority signaling,

and enforcing exclusivity and access.

International lessons for achieving
quality and level of service

= The government should establish deadlines
to start operations and conduet technical
supervision of construction contractors to avoid
delays (Metropolitano).

= Performance-based payments can enhance
performance levels (Acabids, Metrobis,
Metropolitano, Transantiagn, TransMilenio).

= Control centers must monitor service effectively
and communicate information to users. This
monitoring helps to plan, validate, and dispatch
system operations (TransMilenia).

= The public transportation authority should have
a qualified team of professionals managing the
system (Transantiago).

= The government should require concessionaires
to develop an operation plan according to the
service standards set out in the contract, which
the public transportation authority can then
validate (Transantiago).

= Designing mechanisms for operators to replace
old buses with newer and more energy-
efficient buses can lead to continuing service
improvements { Transantiapgn).

A checklist and
invitation to analyze

Risk category
explanation and
general guidance
Examples of Good
practices and
lessons learned
From
international
experience
References



Risks that merit special attention
=

1. Dealing with incumbent operators

International competitive
bidding
Competitive bidding with
preference for
existingonerators

Bidding if existing operators
decline to participate

Formalization of existing
operators

Quito, Trolebus

Mexico City, Metrobus L4

Santiago, Transantiago

Bogota, Transmilenio

Medellin Business Agreements,
Guayaquil, Metrovia

Mexico City, Metrobus L1, L2; Leon,

Optibus; Johannesburg, Rea Vaya; Ecovia,

Monterrey

Balance

1. Removal of barriers to
entry / Foster
competition

2. Taking advantage of
incumbent operator
tangible and intangible
assets



2. Managing demand risk at the design stage

1. Avoid common mistakes in estimation of value of time and user
choices

1. Ignoring gender

2. Subestimating waiting, walking and transfer penalization

3. lIgnoring local context (weather, culture, alternatives/competition)
2. Prefer supply focus design over demand focus design

3. Take into account modifications in operational plans impact on
demand



Risks that merit special attention

An empty feeder
Behind a full “perrera”
(this vehicle is locally
known as “dog cage” in
Acapulco, Mexico)




Risks that merit special attention

Do ask!

Conduct
preferences
surveys

. Convemencg? .,
"ﬁ”‘-’f VoT? (.
P - ‘

?




3. Defining technology components

1. Take into account scale requirements for complex fare collection or
fleet management systems. Avoid expensive requirements when not
needed

2. Do rely on private owned/generated data / systems when posible (do
not reinvent the Wheel)
3. Select appropriate vehicle technologies or let the market select the

most appropriate technology to comply with Technical requirements.

4. Ensure technology obsolescence risk is mitigated and there is room
for updates



Agenda

Defining the Project Structure




Defining the Project structure

PPP-like approaches are When PPP is suitable,
overused, and influence better structures can

project definition improve sustainability

Public-Private Partnerships
in Urban Bus Systems

wiro Hoyos Guarrero and Abel Lopez Dodero

Planning Implemen

Preparation

Identification tation

Activities supported by +he Framework



Defining the Project structure

TABLE 1.1 Components of an urban bus project, by function and typical type of provision, public or private

LANE SIGNALING AND TERMINALS AND DEPOTS AND ROLLING PROJECT-SPECIFIC FARE
COMPONENT INFRASTRUCTURE TRAFFIC LIGHTS STATIONS WORKSHOPS STOCK COLLECTION SYSTEM
Design - — - = — ++ ++ ++
Build - — -— - ++ ++ ++
Finance - - - + ++ ++
Operate - — - + ++ ++ ++
Maintain - — - + ++ ++ ++

Suitability to generate or capture revenue during operation
Private sector competitive advantage or experience in provision

Traditional private provision of component

Source: World Bank.
Note: — — = almost always public; — = usually public; + = usually private; ++ = almost always private.



Classic structure

i Model 1: The private financing and operation of buses

National or

National regional
government government
Sovereign guarantee i Indemnity on
on loans - ' guarantees
A A4 Guarantees
------------------ »  Public

Loan for VGF or '
availability payments Loan, equity, guarantee

Y :
Commercial :
banks
e Ticket and
fare operator
Bus
manufacturers AA

----------------------- T T T Ty ' Pay fares
Provide services ! y

Passengers

Key --» Possible MDB assistance —3 SPV relationships —>» Services
—» Money flow -=-» Possible money flow ---» Possible relationships
B Private Public



Unbundling fleet provision and operation

_ Model 2: Private financing and operation of buses with separate contracts for fleet _

provision and bus operations

National National or

ional
government reg
government
Sovereign . )
guarantee Indemnity on Appoints
on loans guarantees

S Guarantees
Technical assistance  Public transit = <«-------c-cecccmecmmcmcaacmeenns
""""""""" > authority

Loan for VGF or
availability payments '

Risk-sharing facility - o m -
Y
Commercial Infrastructure Ticket and

banks company fare operator

operator,
Passengers
Bus
operator,
Key --» Possible MDB assistance —3 SPV relationships —> Services
—>» Money flow ---» Possible money flow ---» Possible relationships

B Private Public



Unbundling fleet provision and operation

e
Pros

e [ncreased competition with shorter concessions
e Flexibility in fleet allocation
e Increased Access to finance

Cons

e [ncreased complexity
e \Worse incentive structure for vehicle maintenance
e Stakeholderrisk (bus ownership removed from operators)




Private provision of infrastructure

1 Model 3: Private finance of both infrastructure and buses using unbundled contracts

National
National
or regional
government
government
Sovereign Indemnity on i
guarantee on loans guarantees
__ Guarantees public

Technical assistance transit e e

S > authority :

N - - - = = = === s======= } 1

Risk-sharing facility : lToar:l for VGF or : : !

: availability payments | Loan, equity, guarantee!

v CONLraCtS = e e e e oo e qee e P

-------------------------------------------- e bbbl T

Cor:mirclal One
anks
: Bus Infrastructure Ticket and (bundled)
"""""" operator eee company fare operator 2bar]
B * (unbundled)
us contracts
manufacturers : A
¥ Provide services i |; Pay fares
Passengers
Key --» Possible MDB assistance —» SPV relationships —> Services
—> Money flow ---» Possible money flow ---» Possible service

B Private Public



Private provision of infrastructure

e
Pros

e Maximized transfer of costs

e Better operating incentives for maintening infrastructure

e Better incentive structure for avoiding high cost/low quality infra

e Easier to enforce standards for assets conditions (than public owner)

Cons

e Financial cost for infra may be higher

e Affordability risk if infra charged to the fares



Incorporating e-buses

Model 4: Arrangements for financing a private bus operator with electric buses

Public transit authority
Guarantee -------
Contract
Bus
Private investors l manufacturers
Bus manufacturers Electricity
>
= - Fixed price or regulated tariff utility
inancia
institutions MDBs | > Debt — Employees
. Salaries
Provide f
Passengers
Key --» Possible MDB assistance —» SPV relationships —>» Services
—>» Money flow ---» Possible money flow ---» Possible service

B Private Public



Incorporating e-buses

e
Pros

e Emission redution potential and mitigation of fuel costs
e New options for transferring risks (utilities)

e Potential Demand risk and stakeholder mitigation (user preference and
stakeholder support)

Cons

e Increased capital cost and technology risk

e New complex planning requirements
e New Infrastructure requirements



Financial instruments

Simplified representation of a capital stack

A High ' High
Stakeholders’ Investment
control risk

Low — Low

A\



Funding sources

Funding vs Financing

Tariff revenue (prioritize affordability)
Non operating revenue (is limited)

Land value capture

Other measures incorporating incentives
Other contributions by public entities (tax
credits, in kind contributions, other local
assets)

ke

Setting up subsidies (supply vs demand)

Sustainable Urban

Transport Financing
from the Sidewalk
to the Subway


https://openknowledge.worldbank.org/handle/10986/23521

Essential elements of a concession contract
s

= Technical elements

e Operator remuneration (beware of incentives according to context)
e Definition of level of service
e Monitoring and supervision mechanisms (enforceable level of services)

Economic and financial elements

e Financial Management (internal consistency with other elements like
trust Funds)

e Economic equilibrium clauses
e Guarantees and compliance mechanisms




Essential elements of a concession contract

Institutional and regulatory elements

e |nstitutional elements (entities and roles)

e Concessionaires” Rights and obligatoins (clearly
defined)

e Concession term (linked to investment)
e Termination: Causes and procedures
e Dispute resolution mechanism




Agenda

Conclusions




Main messages

A PPP is not a goal

e nor atechnical solution in itself, nor a financing mechanism, but a means of delivering a
solution.

Urban bus projects are complex

e They have specific features that make structuring a PPP and achieving bankability more
challenging than for other infrastructure-related projects.

There is no one-size-fits-all solution.

e Successful urban bus PPPs have included the appropriate technical solutions for the context
(taking into consideration the objectives and restrictions of key stakeholders).




Main messages

s Urban bus PPPs have experienced common issues

1.Problems with project definition and design;

2.Risk allocation;
3.Planning flaws including demand overestimation;
4.Lack of appropriate integration and articulation at the urban level.

= INncumbent operators

1.Dealing with them is critical for success
2.The key is to incorporate their tangible and intangible assets into
the project
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