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A VISION FOR MAINSTREAMING PPPs
TREASURY'S NEW PPP UNIT HEAD SETS THE PACE s

National Treasury has appointed one of its founding PPP Unit members - civil engineer,
lawyer and widely respected project advisor — William Dachs, as head of the PPP Unit
from March 2005. PPPQuarterly interviewed him shortly after the announcement.

unit

PPPQ: In his State of the Nation address on 11 February, ~ deal is likely to proceed. Slowness in procurement
the President announced that the capital investment  however, is a problem. The solution lies in doing more
programme of government will be speeded up, and  and more deals, following standard systems that
that in part to facilitate this, urgent steps will be become familiar territory. One might say we
taken to strengthen the Public Private Partnership are busy building PPP fitness in all the
mechanisms in government by December 2005. players. The message must be: don't
Do you have specific plans? give up; and don't try to short-circuit or
bypass tried and tested methods that
work. We are confident that deal-flow
will escalate, especially as the major
public entities tackle the big logistics
infrastructure  agenda, and as
municipalities explore new service
delivery options.

Dachs: South Africa is blessed with strong
capital markets, a competitive private sector, a
proud democracy, and a robust economic
outlook. In this climate of solid growth,
emerging black entrepreneurs, a need for
new jobs, and a concerted drive to
improve public service delivery,
our PPP mechanisms provide
a great opportunity to
galvanise this energy for
common good. Thanks to
the efforts of a very good
team in the PPP Unit, a
significant number of
projects will enter the
market this year. | don't
believe that there are any
better steps to take than
to deliver improved services
through PPPs in the
shortest possible time.

PPPQ: The President also
stressed that at all times,
PPPs should involve local
communities. How is this
being achieved? Are we
seeing black economic
empowerment in PPPs?

Dachs: The Code for BEE
in PPPs is sound, and is
being applied in all PPP
deals. It places strong
weighting on ensuring that
PPPs directly benefit the
people in whose neighbour-
hoods they operate.
Audits need to be
done to test actual

PPPQ: But does the
public sector have the
capacity to manage PPPs?

Our regulatory framework, achievements  to
standard contract provisions date, but the signs
and detailed guidance manuals are in place, but deal are positive so far. BEE and real benefits to local
flow seems to be slow. communities are top priorities in all PPPs. [FATGHALBUSivess mamve

Dachs: There is no denying it — our country has capacity =~ PPPQ: How do you feel about your appointment?

constraints in project management. But we need to ThiSp“b“C""ﬂor_‘iS
unpack the issues. A slow project feasibility may actually ~ Dachs: Very proud to be heading a talented and sponsored by:

be because we are ironing out the project readiness committed unit that has made such a contribution PRICEWATERHOUSE(COPERS (B
issues, so that by the time the project goes to market, already. It's a challenging task, but the prospects are

bidders and the institutions can be confident that the  great.




features.
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Complete PDF copies of the PPP Manual, Standardised PPP
Provisions and the Code of Good Practice for Black Economic
Empowerment in PPPs are available for download, along with
MS Word versions of various user-friendly templates in these
volumes.

The PPP Unit's popular lists of all signed PPPs and projects in
inception, feasibility and procurement phases, is kept
constantly updated, giving contact details for project officers
and transaction advisors. The complete catalogue of PPP
Quarterly publications, since its first issue in October 2000, is
also available.

The site will keep readers up-to-date on all South African PPP
work-in-progress. It includes the current rollout of new municipal
regulations for PPPs and the development of the Tourism
PPPs Toolkit due for completion in May.

Information on PPP training courses and workshops, and
links to useful national and international PPP websites are
also provided.

“The website aims to be a point of easy reference for both
private sector investors and public sector project managers,

New, fresh and reader friendly, the PPP Unit's website www.ppp.gov.za was
launched on 1st February 2005 and is the portal for PPPs in South Africa. It
carries comprehensive project and regulatory information on PPPs in
national, provincial and municipal government, along with numerous new

and to inform readers of the role that PPPs play in
infrastructure and the delivery of services,” says the PPP
Unit’s newly-appointed director for business development,
Kogan Pillay.

‘We answer your questions' is a feature that gives users the
opportunity to submit queries to the PPP Unit, and have them
answered on the site.

Advertisements by line departments, public entities and
municipalities for PPP project officers, transaction advisors
and any official PPP procurement documents can now be
placed on the site at no charge. Pillay notes that this is an
opportunity for all PPP bid documentation to be available at
a one-stop site. “If the institutions make full use of this
valuable facility, it will further promote the site as a ‘must-visit’
for everyone involved in PPPs in South Africa,” he says.

“We are now working on the development of a
comprehensive, searchable project database that will
enable visitors to draw reports per sector, phase, project
value, project type, sphere of government, BEE indicators,
and the like. We aim to have this database live by mid-year,”
adds Pillay.

MILITARY LAUNCHES INTO PPP PROCUREMENT

South African Military Health Services (SAMHS), a service within the Department of Defence, has decided to procure a PPP in
which private healthcare providers will provide health services — from primary to tertiary — for all serving and retired South
African Defence Force personnel. This will occur in eight key centres of Durban, Nelspruit, Potchefstroom, Port Elizabeth,

Umtata, George, Kimberley and Polokwane.

Treasury Approval | for the feasibility study was given in January 2005, and the Department aims to have a PPP agreement

signed by mid-year.

An interesting aspect of the feasibility study was identifying the differences between military heath statistics and those of civil
society. Given a population served in the eight regions of some 105 000 people, SAMHS has both the lowest admission rate of
some 35 admissions per 1 000 population per annum (compared to overall public sector rate of 100 and a private sector rate
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of 250) and the lowest cost per population served of all public health institutions. This was ascribed by SAMHS to the age profile
of military personnel as well as the disciplined approach taken in the
admission of patients to hospitals.

This PPP is important for two reasons:

e It will be the first health PPP procured in accordance with Treasury
Regulations where private parties will bid to provide clinical as well as
facility-related services.

e The SAMHS PPP will serve as an interesting pilot for the proposed
Government Employees Medical Scheme (GEMS). GEMS is a medical
scheme registered by the Department of Public Service Administration
on 1 January 2005 and in time, will cover all state employees in an
attempt to dramatically improve medical benefits for the employees at
reduced costs. Key to GEMS' success will be its ability to reduce costs
of private hospital services through bulk usage and careful case
management. The SAMHS PPP will be followed with great interest as it
attempts to obtain sustainable discounts on current fee-for-service
models.




TOURISM TOOLKIT TAKES SHAPE

More than 300 tourism and conservation sector specialists attending a consultative workshop in
December last year, gave a strong endorsement for the proposed Tourism PPPs Toolkit.

Hosted jointly by the PPP Unit and the Department of
Environmental Affairs & Tourism (DEAT), the workshop heard
experiences of public officials, private parties and communities
in a range of tourism PPPs to date and reviewed the outline
of the proposed Toolkit. It was concluded that:

® Tourism PPPs offer significant opportunities for job creation,
poverty alleviation, infrastructure investment, skills develop-
ment, environmental protection, black economic empower-
ment and tourism promotion in some of the most
marginalised parts of the country;

e the Toolkit is urgently needed to bring certainty and
consistency to tourism-related commercial investments on
state land;

e the Toolkit should be made applicable not only to national
and provincial government institu- _
tions (in terms of the Public Finance
Management Act), but also to
municipalities (in terms of the
Municipal Finance Management
Act);

e consistent guidance should be
given by government to communal
land owners who are seeking
private sector investment on their
land; and

®a second consultative workshop
should be held to review the draft
Toolkit before it is finalised.

The Toolkit will cover a wide range of
PPP products and complexities: all
types of accommodation, retail,
restaurants, activities (for example,
hiking, bungee-jumping, 4X4 trails),
museums and interpretation centres.
For each, the Toolkit will set standard-
ised methods and documentation for
feasibility studies, BEE scorecards
(consistent with the forthcoming
Tourism BEE Charter), fair and trans-
parent procurement, and template
PPP agreements. It is also attempting
to streamline BEE financing by
facilitating in-principle agreements
between the implementing institutions,
development finance institutions and
donors at the feasibility phase.

“Drawing on many salient lessons from
early tourism PPP deals, this Toolkit is
being designed to bring certainty,
transparency, procedural efficiency and
fairness in the tourism PPP market,
enabling relevant government institu-
tions to make PPPs part of their normal
work, and enabling big and small
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Dr Crispian Olver, Director-General
Department of Environmental Affairs & Tourism, opening the
December 2004 workshop.
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private investors to plan and bid for
opportunities to grow tourism enter-
prises on state land across South
Africa,” said Sue Lund, manager of
the Toolkit production in the PPP Unit.

Drafting is at an advanced stage,
being overseen by a large task team
from national and provincial conser-
vation, tourism and investment
departments and public entities,
Tourism Business Council, Develop-
ment Bank of Southern Africa,
Industrial Development Corporation,
SA Tourism, and National Business
Initiative (NBI).

Treasury consultations are underway
with relevant government depart-
ments to assess the viability of
extending the Toolkit's application to
municipalities and to the possibility
of producing similar guidance for
communal landowners.

Four reports completed in prepara-
tion for Toolkit production are
available on www.ppp.gov.za. The
final draft of the Toolkit will be posted
on the same site for public consulta-
tion by the beginning of April 2005.
The consultative workshop on the
proposed final Toolkit will take place
on 21 April 2005, in Midrand,
Gauteng.

To participate in the next consul-
tative workshop, register with Flo
Mkwanazi at NBI, flo@nbi.org.za,
tel (011) 482-5100.




MUNICIPAL PPP REGULATIONS HIT THE STREET

PPP regulations to the Municipal Finance Management Act
(MFMA) become effective in March 2005, bringing all munici-
palities into a rigorous set of PPP tests consistent with those
established to date for national and provincial government.

Since being published for comment in October 2004, the
regulations have been modified slightly by:

e noting that all other statutory provisions regulating
municipal partnerships continue to apply;

e further adapting the definition of a PPP to the municipal
context;

e defining a municipal ‘activity’ rather than a municipal
“function’ in respect of a PPP;

¢ detailing the matters to be addressed in a PPP feasibility
study, linked to the requirements described in Section
78(3)(c) of the Municipal Systems Amendment Act, No 44 of
2003;

e clarifying that a ‘private party’ does not include a municipality,
a municipal entity or an organ of state;

* requiring the accounting officer of a municipality considering
a PPP to appoint a project officer, and specifying that
person’s responsibilities; and

e clarifying the role of the provincial treasury in terms of a

BEST AND FINAL OFFERS KEEP

Gautrain Rapid Rail reached a significant milestone on
26 January 2005 when Best and Final Offers (BAFOs) were
received from the Gauliwe and Bombela Consortia.

The two consortia pre-qualified in 2002 and submitted their
initial bids in early 2004. The BAFO was necessary because
neither initial bid met the Gauteng province’s stringent
requirements for affordability and value for money.

At the same time, the Province revised a number of
assumptions in its own feasibility study and has submitted a
request for a revised Treasury Approval 1 for the newly
revised studly.

The Environmental Impact Assessment Record of
Decision from the Gauteng Department of Agriculture,
Conservation and Environment was also given in favour
of the project in 2004, clearing the way for the BAFO
documents to be prepared and issued to the bidders.

The project entails the construction and operation of a
modern rapid rail system, operating at speeds of up to

180 km/hr, linking Tshwane, Johannesburg and
Johannesburg International Airport.

solicitation of its views by a municipality within the province
seeking to procure a PPP.

Finalisation of the municipal PPP regulations involved a
careful assessment of stakeholder feedback by National
Treasury's Intergovernmental Relations division, the PPP Unit
and the Department of Provincial & Local Government.

The regulations give effect to the PPP provisions of the
MFMA, the Municipal Systems Act, No 40 of 2002, and the
Municipal Systems Amendment Act. To the greatest extent
possible, they are intended to provide a single point of
reference for municipalities wanting to explore the
provision of municipal services and activities via PPP
agreements.

The PPP Unit has begun drafting Municipal PPP Guidelines, in
a similar format to the PPP Manual, which was issued last year
by National Treasury for PPPs procured under the Public
Finance Management Act. Standardised Municipal PPP
Provisions, to appropriately standardise municipal PPP
contract terms, will also be developed in due course.

For further information contact the head of the PPP Unit's
Municipal Desk, tumi.moleke@treasury.gov.za

GAUTRAIN MOVING ALONG

The network is 80km long, has ten stations and is the largest
single transport infrastructure project in Southern Africa. Its
procurement as a PPP has allowed for significant investment
and assumption of risk by the private sector. It has also led to
a number of important developments in the PPP market
including amendments to tax and provincial transport
legislation.

The transport infrastructure demands imposed by the 2010
Soccer World Cup have increased the urgency of obtaining
the BAFOs, and both consortia were under considerable
pressure to meet the tight deadline. Their willingness to do so
indicated their commitment to this complex and substantial
project.

The Gauteng Provincial Government
expects to announce a preferred
bidder by end April 2005.
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PEOPLE ON THE MOVE

Personnel changes are afoot at the
PPP Unit, both boosting capacity and
sadly bidding farewell to two core
members.

Head of the Unit's financial analysis desk, Carla
Faustino, leaves to take a senior position in the
Johannesburg office of the International Finance
Corporation. Long-time senior administrator in the
PPP Unit, Nelisiwe Mtsweni — often the public’s first
port of call to the PPP Unit — moves to the office of
the Accountant General.

Carla will be greatly missed both by client
institutions and her colleagues, for her careful
evaluation of, and guidance to, complex projects.
Joining the PPP Unit in 2003, Carla gave technical
assistance on a range of accommodation PPPs,
drafted the PPP Manual’s module on PPP feasibility
studies, managed the Project Development Facility,
and supervised the survey on PPP capacity in
provincial treasuries.

Good news for PPP Unit capacity comes at the
same time, on a number of fronts — for municipal
and ICT PPPs, and in the Unit's business develop-
ment and administration functions.

Moving municipal PPPs into a new gear, USAID
funding for 2005 brings Tumi Moleke and James
Aiello to set up the municipal desk and draft
appropriate guidelines. Tumi joins from KPMG
and has extensive experience in municipal
government. James has a strong track record in
municipal PPPs, both in South Africa and
internationally. He helped establish the Municipal

More important
than how everything
WOrKs, IS now
everything works
together”
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Infrastructure Investment Unit in 1998, and advised the PPP Unit in 2000, after

which he joined PricewaterhouseCoopers in public sector advisory services,
working as transaction advisor on a number of PPPs.

With an increasing portfolio of complex ICT projects, the PPP Unit has hired
Patrick Milner — formerly project officer for both the South African Revenue
Service container scanner PPP and Department of Trade and Industry’s ICT PPP —
to provide specialist technical advice in the sector. Patrick brings 17 years
experience in senior ICT management in both the public and private sectors.

Taking the driver's seat for the PPP Unit's business development functions is
Kogan Pillay. Kogan has a background in private sector technology-based

TOURISM PPPs TOOLKIT
CONSULTATIVE WORKSHOP

Date: 21 April 2005
Place: Midrand, Gauteng

To book, email: flo@nbi.org.za

PPP FOUNDATION TRAINING 2005

Dates: 7-8 June 2005
13-14 September 2005
29-30 November 2005

financial services and related marketing and financial management. He also ~ Place: National Treasury, Pretoria

worked as policy advisor to the Ontario Minister of Financial Institutions in

Canada, returning to South Africa in 1996.

Rachel Mawela and Nolubabalo Tokwe bring welcome new energy to the
stretched administrative capacity in the Unit and come with skilled administrative

To book, email: rachel.mawela@treasury.gov.za

WORKSHOP FOR
PPP TRANSACTION ADVISORS

experience in both public and private sector organisations. Dates: 19 May 2005

A

Left to right: Kogan Pillay, Nolubabalo Tokwe, Tumi Moleke, Rachel Mawela and Patrick Milner,

18 August 2005
17 November 2005
Place: National Treasury, Pretoria

To book, email: rachel.mawela@treasury.gov.za

How to contact:

National Treasury PPP Unit:

Tel: (27-12) 315-5537 Fax: (27-12) 315-5477
Email: rachel.mawela@treasury.gov.za
WWW.ppp.gov.za

National Business Initiative PPP Programme:
Tel: (27-11) 482-5100 Fax: (27-11) 388-0167
Email: faye@nbi.org.za

www.nbi.org.za
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