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Introduction

The Trans-Caledon Tunnel Authority (TCTA) is the state-owned
entity, established by Government Notice No 2631 of 12 December
1986 for “the implementation, operation and maintenance of the
project works within South Africa” according to the Treaty that
governs the Lesotho Highlands Water Project (LHWP).
Today it has grown to become a specialized liability management
body set up to finance and oversee the creation of bulk raw
water infrastructure for the government on behalf of the people
of South Africa. It does so:

e Within an acceptable risk framework;

¢ in the most cost-effective manner; and

* in order to benefit water consumers.

TCTA considers liability management to be a multi-disciplinary
function that starts with funding and risk management at the
one end of the spectrum, and ends with managing the
engineering, construction and environmental components of
project implementation.

TCTA also plays an important role as an advisor in the water

Approximately 90% of TCTA business is liability management, with

advisory services making up the rest.

The projects for which TCTA undertakes liability management

are:

e Lesotho Highlands Water Project (LHWP)

* Berg Water Project (BWP)

* Vaal River Eastern Subsystem Augmentation Project (VRESAP)

* Mooi-Mgeni Transfer Scheme - Phase 2 (MMTS-2)

e Olifants River Water Resource Development Project — Phase
2 (ORWRDP-2)

e Komati Water Scheme Augmentation Project (KWSAP)

* Mokolo Crocodile Water Augmentation Project (MCWAP)

While funding for the projects is raised through the local and
international financial markets, the concomitant financial risks
are managed actively by TCTA. This involves active participation
in the money market, capital market, forex market and derivative
market where necessary. TCTA more specifically, raises funding
through the issue of WS-bonds and an actively managed
Commercial Paper Programme.

sector in the realms of project initiation, restructuring of treasury
activities and the review of water tariffing methodologies.

Building on the multi-project environment

Liability management for bulk raw water infrastructure development

Implementation and funding mandates Advisory
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Strengths

e Established track record in preparation, funding and project
management of major water infrastructure projects

* Demonstrated ability to optimise development impact

(sustainable job creation, social responsibility initiatives, skills
development in construction and tourism, BBBEE initiatives)

e Recognition of exceptional bulk water management
implementation through receipt of five merit awards for
engineering and environmental excellence

e Fitch Credit Ratings of AA + (zaf) long term and F1 + (zaf)
short term

e Excellent risk governance and risk management philosophy

e Funding philosophy with focus on tariffing principles that
ensure affordability to water users and payment of debt within
agreed repayment period of 20 years

* Risk allocation on internationally accepted project finance
principles throughout legal agreements

e Implicit government guarantees which ensure recourse and
optimal security funders

Key project finance principles

e Create institutional and contractual arrangements which
promote a holistic and integrated approach to project
management

* Maximise the transfer of risk to those parties best suited to
manage the risk

* Ensure that internal structures promote centralised and direct
control, strong governance and strong quality control, and
review processes

e Develop stakeholder structures which promote participative
and consultative project implementation

Funding principles
* Lowest cost of funding
* Manage funding proactively to achieve the lowest weighted
average cost of funding, within a risk-sensitive framework
¢ Debt maturity structure
o Effectively managing the overall maturity structure of debt
in a risk sensitive manner
* Repayment of debt
e Effectively applying income from water sales to repay debt
¢ Risk management
e Liquidity
* Refinancing and repricing risk
* Tariff stability
e Contribute towards tariff stability/predictability and end-
user affordability
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Project implementation philosophy

* Implement most appropriate, cost effective and timeous
solution within acceptable risk framework

» Cooperative partnerships with due regard for cost impact,
appropriate risk allocation and accountability

e Formal agreements

Mitigate impact of project on environment and community

* Apply specific development principles

Use local labour

Balance labour intensive methods

Fit into the regional and local development plans
* Partnering with well established broad based black economic
empowerment (BBBEE) companies

Engineering principles
° Technical reviews of planning designs ensure the
implementation of cost-effective and appropriate structures
Review of alternatives
* Value for money (optimisation of infrastructure type, structures)
* Appropriateness of structures (configuration, layout and

physical conditions)
* Compliance of design criteria with international best practice
and benchmarks (standards, stability analysis, safety factors)

Project overview
Berg Water Project Highlights

BWP was completed within time and budget and was inaugurated
by the then President of South Africa Kgalema Motlanthe on
March 05, 2009.

The project maintained Fitch Credit Ratings of AA+ (ZAF) long
term and F1+ (ZAF) short term.

During construction, nearly 3 400 jobs were created and
construction related skills were provided to over 480 local people.
The project also exceeded the procurement targets for BBBEE
participation and achieved 99% compliance level of environmental
requirements.

VRESAP highlights

This 2.7 billion project established to deliver water from Vaal
Marina to Sasol and Eskom in Mpumalanga was launched by the
Minister on 1 April 2009.

Construction of the pipeline commenced in December 2005 with
the laying of the 1,9 diameter pipeline from Vaal Marina to

* High degree of certainty in construction tender documentation
(lower potential risk for claims)

e Maximum risk transfer to the private sector within acceptable
cost and time constraint framework

e Comply with international best practice and benchmarks within
the South African context

° Use infrastructure effectively after completion of construction

Social environmental principles

* Compliance with environmental legislation, approval conditions,
international environmental management best practice
and benchmarks

e Community involvement through effective public
participation programmes

* Maintenance and facilitation of open channels of
communication between role players, interested and
affected communities and other role players throughout the
project life cycle

* Application of relevant lessons learnt from previous projects
to current ones

* Support demand management principles in planning, design,
implementation and tariffing of bulk water projects

BWP has received no less than four excellence awards

® The Consulting Engineers South Africa’s Glenrand MIB Award
for Engineering Excellence

e The International Association for Environmental Impact

Assessment South Africa’s Award for Excellence in

Environmental Management in Project Execution

The South African Institute of Civil Engineering Technical

Excellence Award

Construction World Best Project 2008 public/private partnership

Fulton’s Civil Engineering Award

Mpumalanga, a total of 121 km. Other achievements include
substantial completion of high-lift pump station and associated
infrastructure including the temporary pump station.
About 1315 jobs were created for local communities through
VRESAP and it had 91% compliance rating on environmental
requirements.



New mandates

Directive received
RID received

ROD received

Project Charter and
Project Implementation Plan

Borrowing authority

Construction
commence

Construction
completion

Water delivery

Estimated capital expenditure
at completion

Revenue starts

Agreements:

* MOA

e Water supply

e Implementation

Main off-takers

Main beneficiaries

Main components

Bridging finance
Raise long-term funding
Debt repayment period

Credit rating

Estimated funding
requirement

Ad(ditional yield

MMTS2

27 November 2007

6 June 2009

6 June 2009
Approved by Board

September 2008

Interim — R 200 mill
Project — R3.1 bill

January 2010

August 2013

July 2012

R2.2 billion

2012

¢ Not applicable
© Under negotiations
® Under negotiations

Umgeni Water Board

Municipalities

® Ethekwini Metro

® Msunduzi Location

¢ Umgungundlovu District

 Spring Grove Dam

® Pump station

* Pipeline (14,5 km,
600 — 1450 mm
diameter)

R200 million

August 2009

2013 -2032

August 2009

R3,1 billion

60 million m/a

KWSAP

29 September 2008

6 June 2009

6 June 2009

Approved by Board
December 2008

Required before
long-term funding

January 2010

November 2012

December 2011

R1.8 billion

2012

 Signed
® Under negotiations
® Under negotiations

Eskom

Eskom

® Pump station

* Pipeline (62 km,
600 - 1200 mm
diameter)

Blanket facility

August 2009

2013 -2032

August 2009

R2,5 billion

2,14 mil m/s - 2,14mil m/s
— convert to m/a

ORWRDP2

17 June 2008

12 September 2008

Received with RID

Approved by Board
February 2009

Required before long-term
funding

De Hoop Dam: 2007Bulk
distribution system: May 2010

Dam-2011BDS: Directed
phases — 2012/13
Still to be directed — 2020

Nov 2012

R14 billion (50%funded
off budget)

2013

 Signed
® Under negotiations
® Under negotiations

® 50% mines

® 50% municipalities
* Mogalakwena

o Sekhukhune
 Capricorn

e Polokwane

® 50% Mines
® 50% Municipalities

® De Hoop Dam

 Bulk Distribution System
(220 km pipeline
1400 — 800 mm diameter;
pump stations and
reservoirs

Blanket facility

February 2010

2013 -2032

December 2009

R10 billion (based onthe
50% funded off budget)

80 mil m/a

MCWAP

6 June 2009

Outstanding

Outstanding

Interim approved by
Board May 2009

Required before long-term
funding

Phase 1: Dec 2010
Phase 2: Aug 2011

Phase 1: Dec 2013
Phase 2: Aug 2015

Phase 1: Dec 2012
Phase 2: Aug 2015

R15 billion

2013

6 June 2009

* Mines

® Eskom
 Sasol

* Municipalities

o Lephalale Municipality
® Thabazimbi Municipality

Phase1

® Pump station

* Pipeline

Phase 2

® Abstraction weir
® Pump station

* Pipeline

Still to be determined

Initial estimate: 2010

Initial estimate: 2013 — 2032

Initial estimate: 2010

Initial estimate: R24 billion

Phase 1 = 39 million m*a
Phase 2 = 197 million m%a




N TCTA
. 18t Floor Stinkhout Wing, Tuinhof Building, 265 West Street, Centurion, South Africa

"4 PO Box 10335, Centurion, 0046
A new word for water Telephone: +27 12 683 1200
Facsimile: +27 12 683 1300
Email: info@tcta.co.za
Website: www.tcta.co.za





