ROAD PPP PROGRAM
IN UKRAINE
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Public financing of roads is increasing, but it alone cannot meet the investment gap

ROAD PPP PROGRAM

Partnering for Better Roads

17177777 $

* Attract and deploy private financing in Cost overrun®  Delay*

addition to public financing
Traditional 279, 250
procurement

* Benefit from private sector’s know-
how and efficiency

* Develop the road construction and
maintenance market

Source: Averages from 6 recent international studies



PPP projects can provide substantial added value

Contract duration

Incentive to optimize
total project cost

Project risks

Payments to

Contractor

Traditional procurement

Short-term

Focused on construction

Largely borne by the public
sector

Sovereign debt

Paid upfront

PPP

Long-term (20+ years)

Life-cycle cost management
approach lowers total project
cost

Design, financing, construction,
O&M risks borne by the private
partner

Private debt + Equity

Spread over time




Program will be phased over several years

Key features of the proposed PPP Program Phase 3

Phase 2
Phase 1 ‘
f
" 6 projects = 7-9 projects = 8-10 projects
Timeline = 2020-2023 = 2023-2025 = 2025-2030
G EINELREGE = 1,300+ km = 1,400-1,600 km = 1,600-1,800 km
S - USD 1.5-2 bin = USD 2-3 bin = USD 4-5 bin

investments




Program will start with pilot projects l

Key features of the proposed PPP Program

Phase 1

" 6 projects = Start with 2-3 pilot projects

= Remaining Phase 1 projects to start

Timeline " 2020-2023 with 6 to 9-month lag

GEINEREIGE = 1,300+ km

Potential
investments

= USD 1.5-2 bin




Project complexity will increase gradually

Key features of the proposed PPP Program

# Projects

Timeline

Total length

Potential
investments

Phase 1

* 6 projects

= 2020-2023

* 1,300+ km

= USD 1-2 bin

Phase 2

= 7-9 projects

= 2023-2025

* 1,400-1,600 km

= USD 2-3 bin

Phase 3

= 8-10 projects

= 2025-2030

* 1,600-1,800 km

= USD 4-5 bin

* Build up capacity of key players

potential concessionaires

lenders

insurance providers
subcontractors

equipment and materials suppliers

+ Allow potential investors to make
long-term plans based on the timing
of the Program’s phases

» Ensure sufficient competition among
potential bidders




Phase 1 will consist of only brownfield projects

Existing road network is already
extensive, so the focus is on
rehabilitation

Brownfield projects have a
lower risk profile compared to
greenfield projects

Some projects will have a
limited number of new
construction elements
(bypasses, additional lanes, etc.)




Projects must be properly sized in terms of initial CAPEX requirements

Optimal range for initial CAPEX for road PPP projects

USD min
Not affordable Too large for
Not attractive to to the public lenders
potential investors Phase 3 sector

Phase 2
Phase 1

Initial
CAPEX

0O 100 150 200 250 300 350 400 450 500 550 600 650 700 750 800




Phase 1 projects will be based on the Availability Payment mechanism

Cash flows of the Private partner

Availability Payment structure

Public Road
Partner . availability users
A payments (%) A

* Road use
Private service
. partner
« Rehabilitated Road
e Public service
* Invests in

rehabilitation

* Operates and
maintains the road

Hypothetical example

Year 1
Year 2
Year 3
Year 4
Year 5
Year 6
Year 7
Year 8
Year 9
Year 10
Year 11
Year 12
Year 13
Year 14
Year 15
Year 16
Year 17
Year 18
Year 19

I Rehabilitation CAPEX
I Operation, maintenance and other costs
Availability payments

J

Year 20




Availability Payment mechanism is widely applied throughout the world l

L] Countries where the availability
payment mechanism was applied

N1/M1 Dundalk Belfast - A5 Motorway A2 (Swiecko - Nowy
Western By-Pass Derry Highway | Tomysl Section)

Moscow-St Petersburg

motorway (MSP
_v 7 and 8)

Northwest
Anthony R _ Machang Bridge
Henday Drive A-63 Highway

Charilaos Trikoupis

Ohio East End Bridge

Crossing

- Highway Rome-Latina

Autopista Ruta del A-66 Motorway - ‘
Cacao Benavente to Zamora Almaty ring road

Highway 160 Tres : }
Pinos—Coronel — Ascendi PT Il l /

Toowoomba

Transmission Gully

Source: Deloitte



Private partner will comply with contractually defined performance obligations

Compliance with performance standards

Road availability

Summer quality requirements

Winter quality requirements

Reporting requirements

Other requirements

RREE,

R

Payment to 100% of
the private = Availability
partner Payments

Compliance with performance standards

Road availability

Summer quality requirements
Winter quality requirements
Reporting requirements

Other requirements

R RRRE R

v
Payment to 100% of .
the private = Availability — Penalties
partner Payments

J



Availability Payments will be paid from the Road Fund l

Linked to hard currency Not applied yet

Excise taxes Excise taxes Vehicle Fuel import Fines and
on fuel on vehicles import duties duties penalties

¢ @

’ - - -

Construction and Debt service Availability Road safety
maintenance payments Payments for measures
projects PPPs




Road Fund is well capitalized

Historical and projected revenue of the Road Fund

USD bin | Historical [ Projected

3.5

3.0

2.5

2.0

95+ % of the Road Fund revenue is

1.5 denominated in hard currency (EUR)

1.0

0.5

0.0

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030




Ukraine’s PPP framework has been tested and is continuing to improve l
|

Pre-2015 2015 2016 2017 2018 2019 2020

1999 Law on Changes to the 3 pilot Pre-Feasibility Feasibility study PPP Agency Olvia & Kherson

Concessions Law of Ukraine concession study of pilot of Olvia and under Ministry commercial close
"On Public- projects selected  projects Kherson projects of Economy

2010 Law of Private (Olvia, Kherson completed completed established

Ukraine "On Partnership seaports,

Public-Private Chornomorsk Olvia & Kherson Road Network

Partnership Ferry Terminal) tenders Study launched

launched

——————

New Law on 6 bylaws needed
2E|L:lc;;i2m Concessions and ~ for full scale
okl , revisions to the implementation
SREIT [PrEEe Law on PPPs came Of the Law on
preparation into force Concessions

adopted



WBG can provide comprehensive support to the Program

IBRD - IDA

@ THE WORLD BANK

Political \

risk ; ” Multilateral Investment
o i M IGA Guarantee Agency
Insurance WORLD BANKGROUP

Investment §

; ; International
B & Advisory

Finance Corporation
WORLD BANK GROUP

CUIFC

Creating Markets, Creating Opportunities

Concession

Upgrading and

O&M of the BR-

116 highway in
Brazil

633 km

Completed

Concession

Upgrading and
O&M of the Milot-
Morine Highway in

Albania

115 km

Completed

PPP

Construction and

O&M of Ruta del

Sol Motorway in
Colombia

1071 km

Completed

PPP

Construction and
O&M of the
Almaty Ring Road
in Kazakhstan

66 km

Completed

Concession

Construction and
O&M of NAIA
Expressway in the
Philippines

8 km
Completed

PPP

Construction and
O&M of the
Yangon Elevated
Expressway in
Myanmar

25 km




