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Infrastructure Key to Africa’s Growth
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Significant Maintenance Backlog

Example: RSA Health Sector

ngh Priority Medium Priority items Complete Inventory
items
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6
Backlog R9 933 RO 477 R8 047 R11 046 R10 346 R-
Preventive R3 831 R4 941 R4 941 R5 480 R5 480 R5 480
Total R13 764 R14 418 R12 988 R16 527 R15 826 R5 480
Total Asset Replacement Value R 267 384
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Cumulative Backlog - R48 848 mil
As % of ARV

-18.27%

Annual Preventive Maintenance

Cost — R5 480 mil
As % of ARV — 2.05%




Significant Demand for New Infrastructure Investments

Growth

GDP
$2tn 2013 - $5.5tn 2050

Population
1.1bn 2013 — 2.4bn 2050

Urbanisation
38% 2013 — 60% 2050

Consumer Spending
$1tn 2013 - $4.7tn 2050

Infrastructure
Demand

Rising power demand from
590 TWh (2010) to more than
3,100 TWh (2040, 6% growth
p.a.), requiring current capacity
to grow from 125 GW to 700
GW in 2040

Transport volume demand,
already insufficient today, is
projected to increase by a
factor of 6 to 8 by 2040
Surging water demand,
already insufficient today, to
increase from 265 km? in 2005
to 400-550 km?® in 2040,
potentially bringing river basins
to ecological brink Increasing
ICT demand projected to rise
by a factor of 20 by 2018,
increasing bandwidth from
around 300 Gbps1 in 2009 to
more than 6000 Gbps1
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Bottleneck #1: The Funding Gap

Estimated Global Infrastructure Funding Gap 2013 — 20130
$57 trillion - $67 trillion

Estimated Africa Infrastructure Funding Gap WY
c.$93 billion g DBA
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Bottleneck #2: The Institutional Capacity Gap

* Inadequate construction supervision

+ High levels of PA & contractor failure

» Long project delays & cost escalations
* Lack of norms & standards - Inadequate management of works & final - Inadequate conditions
» Outdated standard designs completion resulting in large number of assessment info

) Inapproprlgte technology projects in retention for years * Inadequate maintenance
choices drive up costs, reduce . .
planning, budgeting &

maintainability & hamper expenditure
service delivery P

* Infrastructure plans not aligned
to wider sector service needs &
trends

* Inadequate & outdated info

* No life cycle planning

» Delink between infrastructure
planning & budget cycles

» Lack of accountability within a

Supply Chain Management

disaggregated infrastructure . !nadequate un_derstanding of full ' + Lack pf procurement & logistics

delivery system across spheres infrastructure life cycle costs resulting planning _

& between departments in huge variances in cost estimates * Inadequate pre-screening of PSPs .&

resulting in a lack of co- and/glr available buc_lget versus negd contrgctors + CIDB contractor grading

ordination leading to high + Inability to develop innovative funding unrellable. . .

levels of delivery and cost solutions and borrowing strategies to * Inappropriate contracting choices
respond to market needs » Poor contract management 7

inefficiencies



Result #1: A Weak Project Pipeline

Capital is being committed but the bottleneck is a lack of bankable projects

An increasing amount of funding is available
for infrastructure projects in Africa ...

Funding committed to African infrastructure’

USD Bn

+44% p.a.

39

2009 2010

1 Includes multilateral, bilateral (primarily China and India), and private sources to fund infrastructure projects in Africa

SOURCE: Infrastructure Consortium for Africa (ICA)

... but most of the funding is not being disbursed due to
gaps in project development and preparation and delivery

Rate of funds disbursed as a proportion of total committed

funds
Percent
What investors say
-21% p.a. “There is a challenge on
48 the supply side in terms of
bankable projects”

38 7
“Project development is
one of the major
challenges due to both
lack of skills and lack of
experience”

N\

“The lack of technical
capacity within govern-
ment results in poorly
written terms of reference”

2009 2010




Result #2: Ongoing Failure to Meet Delivery and
Developmental Goals

Lack of
Innovation

Lack of
Sustainability

Lack of Value
for Money

Poor
Infrastructure
Quality

Ongoing
Infrastructure
Backlogs and
Constraints on

Economic

Growth

Significant
Project delays

Significant
Cost
Escalations




Result #3: African Urbanisation # Growth Dividend

Limited Agglomeration and High Levels of Social Exclusion

High Urban Growth High Levels of Exclusion

Growth of African cities
City popultion, ferecasts Slum population in urban Africa
% increase, 2010-2025 foracast higery
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Solution #1: Increasing State Delivery Capacity

Value Proposition of DBSA Infrastructure Delivery Division

Implementing
Agent
Services

Programme
Management
Services

Programme
Co-ordination
Services

Innovative
Learning
Solutions

>

Accelerating delivery

- Shorten timeframes from concept to brick i.e. implementation planning,
design, procurement and construction cycle times

Value for Money

- Setting new cost norms by delivering projects more cost-efficiently
Sustainability

- Life cycle costing, maintenance plans and partnerships to drive full
functionality
Development Impact

Accurate and realistic project planning and costing
Appropriate project designs
Adoption of appropriate procurement options

Effective management of Implementing Agents and implementation
quality assurance

Up-to-date and accurate information on the spatial location and quality of
infrastructure as well as the status of planned and current projects

Information on infrastructure trends
Prioritization models and scenarios of infrastructure development impacts

Innovative infrastructure delivery learning programmes
Customised Learning Solutions
Cutting edge infrastructure delivery skills hub

Driving Innovation & Best Practice

18



Solution #2: Driving Delivery Innovation

« Development & mainstreaming of norms * Implementation of new conditions . Impl tation of enh q
& standards assessment processes & systems mplementation of eén arg:e

« Introduction of advanced, collaborative « Development & mainstreaming of enhanced E“;Cl:]"rimi”t processes
design tools to optimize design outcomes maintenance planning & management . et Cd ? S& inst :

+ ldentifying & mainstreaming context- processes & tools ntroduction & mainstreaming

e . . of advanced logistics planning
specific technologies and optimum
technology mixes & management processes &
systems

* Introduction of enhanced
vendor management systems

. Deyelopmept y * Development & including more rigorous pre-
mainstreaming of mainstreaming of enhanced sCroenind. brior berformance
integrated, _ construction management food-b ?(’Ip F:& |
collaborative planning processes (e.g. framework eed-bac OtOPS early
tools & platforms agreements, batching etc.), . v;ﬁg?ilgr?i;yif \T;n dor
backed by up-to-date & tools & leadership capabilities g

performance ratings
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Supply Chain Management

Exploration of Alternative Delivery Approaches
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Greater use of Turnkey Greater use of new 13 DBSA\
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. New shared service & New maintenance : .
Approaches & Delivery institutional models models forms of public/private bevelopment Bank
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Solution #3: Focus on Early Stage Prep

Prepare Clear Market

Portfolios & Plan \ . \ Signals on “

k Space - not just - K Dl el ) & Public/Private )
Projects , ~ Funding Split

\

A
[ | [ |
Portfolio Project Pre- Bankable Project Transaction Implemen-
Planning Definition feasibility Feasibility Structuring Support tation

| Fero | [ FEL1 || FEL2 [ FEL 3 || FEL4 || FELS |

|
PPF Traditional Focus
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Solution #4: Optimize Infrastructure Productivity

MGI: Infrastructure Productivity Report 2013

$0.4tn

$0.1tn — Demand
Management

$0.1tn —
Reduction of
distribution &
transmission
Losses +
Optimized O&M

Infrastructure Optimizing Streamlining Making the Optimized Global
Need Infrastructure Delivery Most of Existing Infrastructure ~
(Global) Portfolios & Infrastructure Need w
Improving

Project Selection
.= DBSA



Solution #5: Innovative Funding Solutions

The Role of DFls

A e Effectol oEMtector e
facilitation and capacity building failure e underwriting and advisory
" " Using
short-term
GrOWIng Cost recovery debt to
Infra- fund long-
structure g term infra-
needs but 8 structure
shrinking z = distorts
fiscal space I . state
requires g payment
more non- cycles and
state Fiscal transfers Private sector im paCtS
solutions and grants capital afford-
b 4 ability
Financial market
failure - ‘DFI space’

Government Private sector
1

DFls must act as market makers, crowding-in private players (MLAs,
syndication etc.) and originating new innovative funding solutions e.g.
blended finance instruments, social impact bonds etc.

Clients & Financiers need to reimagine infrastructure finance



Summary: Creating the Social and Economic Infrastructure of the
Future Requires Combined Finance and Implementation Solutions

T o 4 < . < . = Maintain /
Plan Prepare Finance Build improve
7] . :
Q@ - Long-term spatial planning « Project identification Provide vanilla and « Managing the design and  « Supporting the
O - Sector-based integrated  + Feasibility assessments  boutique financing construction of key maintenance and/or
E infrastructure planning « Technical assistance opportunities projects in the education, improvement of key
o * Financial structuring * Debt health and housing infrastructure projects
N * Project Preparation funds ¢ Mezzanine Finance sectors
* Lead arranger « Limited non-recourse * Project Management
lending support, including to the
Green Fund

(2]
"a'; « Presidential Infrastructure ¢ Municipalities South Africa * National and provincial * National and provincial
¥4 Co-ordinating Council * Public-private partnershipse Municipalities government departments government departments
& . National Departments * Public-public partnerships * State—Owned * Municipalities * Municipalities
g « Cities * Regional integration Enterprises

+ Under-resourced * Public-Private
=~  municipalities Partnerships
et * Public-Public
ch Partnerships
o— * Private sector
&

The rest of Africa
» State-Owned Enterprises
* Public—Private
\ Partnerships j

Y

Delivery and Financial Innovation




IDD: Building a Better World. Today




