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7 Obijective of today’s discussion

* Provide an update on the
NIIMP development
process to date

= Discuss key findings and
discuss strategic
considerations for NIIMP

= Align on next steps




The NIIMP provides a capital allocation framework for infrastructure

investments and outlines required enablers for implementation

Structure of NIIMP
Content B Scope of NIIMP

= Nigeria's current state of infrastructure and
benchmarks to other countries

= Aspired overall infrastructure stock

= Required overall investment level (‘top-down’)

National
vision

...........................................................................................................................................

= Qverview of current state of infrastructure
Sector = Sectoral aspiration and outcome targets
strategies = |nfrastructure stock targets

..................................................................................................................................

= Zonal allocation of investments based on regional

Zonal strategies :
economic targets

........................................................................................................................

Priority project portfolios

..............................................................................................................

= Detailed and exhaustive project list by sector (will

Individual projects change over time)

o Financing plan :.

.....................................................................................................

.................................................................................................

0 Implementation plan |

SOURCE: NIIMP development team 2

= Legal requirements

R




The NIIMP will be finalized by mid-July, and syndicated during July-
August with key stakeholders for additional input and alignment

TODAY
Jan Feb Mar Apr May Jun Jul ¢ Aug
31 Jan 15 Apr 24May 21 Jun : 14 Aug
Key Project inauguration & set- Appointment of  Interim Draft Final
mile- up of TWGs coordinating NIIMP final NIIMP : NIIMP
stones consultant :
31 Jan 25 Apr 15 Apr—today 11 Jun—13 Jun and
TWG meeting #1 Planning Multiple meetings 02 Jul-04 Jul
= Forming of TWGs bootcamp with TWG meeting #5 and #6
= Review of ToRs * Alignmenton = BSG/ = Zonal perspective
approach consultants = Project prioritization
= Preparingfor = Development * Implementation plan
Key TWG meeting partners
::g;; X Feb 19 7 May-9 May 23 May-24 May Jul-Aug
TWG meeting #2 TWG meeting #4 NTWG meeting and Syndication and
= Commencing (‘Summit’) NSC meeting alignment meetings
situation analyses = Finalising = Alignment on progress * NSC
and vision sectoral situation to date and priorities, F Geopolitical zones
definitions analyses and going forward = EMT, EMIT
vision definitions = FEC and NA
Analysis and vision definition Top-down and bottom-up Enabling environment
= Review of current infrastructure aspiration setting = Prioritised project portfolio
Key stock and landscape * Required stock and investment = |dentification of financing options
analy- = Definition of sectoral = Comparison with international = Review of requirements for successful
ses requirements and gaps benchmarks implementation — investment
= Assessment of gaps across asset environment, skills development, etc.
classes/sectors

SOURCE: NIIMP development team




Obijective of today’s discussion

= Provide an update on the |
NIIMP development process
to date

* Discuss key findings and

discuss strategic
considerations for NIIMP

= Align on next steps




Key questions addressed in NIIMP

Discussed in previous NSC
meeting

I 0 What is the level of required investments to develop

,  infrastructure in line with Nigeria's economic development
1 targets and how will the investments need to ramp up over
l time to reach the target level?

What?

9 How should the investments be allocated across the regions?

@) What are the priority project portfolios and quick wins?

@ How will the NIIMP be financed?

How? (® How do we drive implementation of NIIMP?

SOURCE: NIIMP development team




o Recap: Most countries globally have a core infrastructure stock
value of ~70% of GDP; Nigeria will need to invest $2.9 trillion over the

next 30 years to reach this benchmark

Core infrastructure stock share of
GDP, Percent

South Africa

China

India

Brazil

Indonesia
Poland

Nigeria 2013

Nigeria target |

B core

Total spend 2014-2043
USD trillion

;j Core Other
|
ﬁ Curren_t e 1.2
Spending
% of GDP \L
Average 2
annual
spend
required
% of GDP

29
| l

Total

T
“»

NOTE: Core includes Transport, Energy, ICT and Water. Other includes Agriculture, Mining,
Social Infrastructure, Housing, Security and Vital registration

SOURCE: ITF; GWI; IHS Global Insight; McKinsey Global Institute analysis; Team analysis

o

Such a ramp-up is
particularly
challenging given

= High GDP growth
projected for the
period

= Growing
maintenance
costs as
infrastructure
stock increases
(~2% of GDP
according to
benchmarks, or
700b from 2014 to
2043)




to $25b in 2014-18

Options considered

o Linear growth
Over next 5 years requires
USD ~19 billion per annum

0 Focus on capability building for
longer term sustainable growth
Job creation opportunities

Q Risk of declining public perception if
quick visible changes not
demonstrated

c Time to develop required skill base

€D To fast track investments, an accelerated growth model is
preferred. This would require annual investments to grow from ~$10b

Preferred option
Percentage of GDP

Investments required, USD billion

e Accelerated growth
Over next 5 years requires USD
~25 billion per annum

0 Faster time to impact in terms of
economic and social
development
Momentum building

e Very high need of financing in the

coming 5-10 years
Large local capability challenge

SOURCE: NIIMP development team
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Key questions addressed in NIIMP

€) What is the level of required investments to develop infrastructure
in line with Nigeria's economic development targets and how will
the investments need to ramp up over time to reach the target

level?
What?

@ What are the investments required by each asset class?
€ How should the investments be allocated across the regions?
@ What are the priority project portfolios and quick wins?

@ How will the NIIMP be financed?

How? () How do we drive implementation of NIIMP?

SOURCE: NIIMP development team




7)) We triangulated top-down and bottom-up estimates to achieve the
required investment level by asset class

Infrastructure spend per sector, 2014-43
USD hillion Main bottom up drivers

* Increase generation capacity by 340GW at USD 1.1 bn/GW
» Increase refining capacity to 2,000 kbpd at USD 20 m/kbpd
= Build 11,000 km 330KV and 15,000 km 132KV transmission lines at

Energy

.................................................................................................................................

= Build 100 000km new roads at USD 1.5 m/km

= Build functional urban transportation in all major cities
Increase aviation passenger capacity from ~5 million to 110 million
passengers per annum at USD 200 m/ million passengers

................................................................................................................................

= Build 200 000 new base stations at USD 250,000 per base station
= Build sufficient fibre backbone to support broadband roll out at USD
50 000/ km of fibre

Transport

ICT

Water, agric,

andmining | Il e e
» Give access to sanitation to ~200 million additional people by 2043
_ at a cost of USD 400-700 per person
Housing = Increase iron ore production at capex cost of USD100mn/ mta

-"'-. * Double percentage of arable land cultivated

................................................................................................................................

Social Infrastructure

.= Build 100 new universities at USD 200 mn/ university
= Build 800 000 new classrooms at USD 30,000 /classroom

Ry * Hospitals: 100 general hospitals at cost of USD 40 m per hospital
= Build 3,000 new police stations at USD 1.5 m/ station
Total Build 2,000 new fire stations at USD 2 m/ station

Build 100 new prisons at USD 10 m/prison

..............................................................................................................................

SOURCE: MGI, TWGs, International benchmarks comparisons

To My sty b asioghsT




9 In short term, transport and energy should be prioritised as asset
classes with the largest immediate economic benefit

Nigeria total infrastructure spend, accelerated growth model CAGR 2012-18 E
USD billions (2010 constant prices) %
35.0
Vital Registration &Security W cT 0.6 12
B Housing & Regional Development ™ Transport 7 @ i
" Social infrastructure B Energy B9 '
M Agriculture, Water and Mining o

2012 2014 15 16 17 2018

SOURCE: NBS; NIP; MGI; AfDB; TWG; International benchmarks comparisons; team analysis 10




Key questions addressed in NIIMP

€D What is the level of required investments to develop infrastructure
in line with Nigeria's economic development targets and how will
the investments need to ramp up over time to reach the target
level?

What?
@ What are the investments required by each asset class?
€) How should the investments be allocated across the regions?

@) What are the priority project portfolios and quick wins?

@ How will the NIIMP be financed?

How? @ How do we drive implementation of NIIMP?

SOURCE: NIIMP development team
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|[NOT EXHAUSTIVE

Multiple factors considered for the 6 geopolitical zones

@ Share of total

GDP Population  Area
Region States (USD bn) (millions) (‘000 km?) Primary resources
North West _ * Solar and wind potential
(Tater Jigawa, Katsina, = Land for agricultural cultivation
b § Kaduna, Kano, Kebbi, [44 @) | 359 @EH | 212 @ED - Solid minerals (iron ore, gold)
Sokoto, Zamfara
= Space for agricultural cultivation
North East = Surface water resources
. Ja’s Adamawa, Bauchi, = Natural sights (Mambila plateau, game reserves,
g Borno, Gombe, 22 @ loo & 80 @  wotlnds) _
Taraba. Yobe = Solid mineral (lime stone, barrite, coal)
' = Solar potential
North Central * Surface water resources '
Benue, Kogi, Kwara, = Large solid minerals reserves (iron ore, coal, etc.)
i o Nasarawa, Niger, 30 @ 21.1 @ 219 @ * Fertile land
e Plateau, FCT = Skilled manpower
* Inland waterways
South West = Skilled manpower
Ekiti, Lagos, Ogun, = Solid minerals (gold, glass sand, granite)
<. Ondo, ogéun, o%«o 90 @ 27.7 @ 77 @ = Commercial and industrial density
- * Inland waterways
* Oil and Gas reserves
South East

\I
¥

South South

L

&

Abia, Anambra,
Ebonyi, Enugu, Imo

Edo, Delta, Rivers,
Bayelsa, Akwa Ibom,
Cross River

D

D

SOURCE: States infrastructure & Regional Development TWG, Governors Forum, Team analysis

* Solid minerals reserves (coal)
= High urbanisation and population density
* High intensity of commercial activities

* Qil and Gas reserves

= Surface water resources and inland water ways

= Fertile land and favourable climate for
agriculture, Forest resources

= Sea ports

* High intensity of commercial activities

12




e ... which drive the economic priorities v/ High priority

Medium priority --~ Low priority

Potential economic priorities

Qil

and Power Solid Com-
Zone Agric. gas gener. miner. Manuf. Tourism Tech merce
North West
@_{“? / ‘ll’, / ‘Il' “Ilf ‘I’/
North East e - s
i?’ / - 'l = / / - Il - J’ - I’
‘f A v v v
North Central
’\.”‘% "I "' ""
South West
4
& VERVARVER™ v v
South East

@

South South

PLCT

S

\/\/\/‘:’/\/

N V%) ‘\jﬂj‘&z

= Qverview only shows
clear priority areas —
investments into other
sectors will of course still
be needed and viable

= Agriculture is the only
sector that is highly
emphasized across all
zones

= Zonal focus areas follow
natural endowments
— Qil and gas industry
clustered in the South
— Solid minerals industry
particularly emphasised
in the North

SOURCE: States infrastructure TWG & Regional Development sub-group; NIIMP Development Team
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e Regional investment needs were determined based on current
socio-economic indicators and development priorities

Factors considered

Regional comparative
advantages and
economic focus

Population split and
minimum requirements

Size of the economy by
region

Quick win opportunities
by asset class

SOURCE: NIIMP development team
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= Agriculture

= Power generation

Average annual spend per region 2014-43  Infrastructure

USD billion priorities
North West -15 @ : ?A?r:iiﬁlélture
North East | | 10 @ : E/Icl)r\:::; generation
North Central 15 @ : ?\ng:iizglture
South West -22 @ : _Fr’;V:‘z:) cg)stneration
South East @ = Qil & gas

@D

South South

Total

18

= Qil & gas

14




e Allocation was done on a subsector level | EXAMPLES

Rail Urban Agriculture Water Oil and Gas
North | |
5
East 18 12
North
10
West 26 23
5 ST e e I
North | ;
14
Central ﬂ : = s
: ,
South ||, : :
West || : :
| : |
South ; :
16 :
South B @ : |
___________ 1_ == | FI E 1
South | T
8 8
East | | -
It . . !
l High rail density driven by g Mirrors urbanization Driven by largely Mainly mirrors - | Driven by intensifying
! economic activity, mining i pattern unexploited agricultural population structure focus of O&G on the
‘ sector, and connectivity to ; potential of North East and water storage southern zanes in
ports : and North Central potential ; terms of upstream
! i zones, as well as soil (offshore drilling) and
a fertility of the South midstream (refineries)
‘ F ‘i South zone f | I

SOURCE: States Infrastructure & Regional Development TWG; Governors’ Forum; NIIMP Development Team




Key questions addressed in NIIMP

€D What is the level of required investments to develop infrastructure
in line with Nigeria's economic development targets and how will
the investments need to ramp up over time to reach the target
level?

What?
@ What are the investments required by each asset class?
€) How should the investments be allocated across the regions?

@) What are the priority project portfolios and quick wins?

@ How will the NIIMP be financed?

How? ) How do we drive implementation of NIIMP?

SOURCE: NIIMP development team
16



the next 5 years

1 PHCN - Power Holding Company of Nigeria

Based on overall
aspirations and stock
targets, short term
priorities were
developed

These short term
priorities (or quick wins)
will be used to guide
project selection for the
first five years

Based on the priorities
the TWGs have
highlighted priority
projects already
developed by the MDAs
to be incorporated in the
NIIMP

SOURCE: NIIMP development team

Identified quick win priorities (examples, not exhaustive)

) We reviewed the “quick win” priorities that should be in focus for

Transport

Energy

ICT

Rehabilitate existing cross-

national highways for
efficient movement of
people and goods

Upgrade and expand
existing airports to reach
safe, secure and

comfortable aviation sector

AWM

Increase power generation

at a rate of 5 GW p.a. (focus

on gas and hydro)

Accordingly increase
transmission network
stability and available
capacity

Finalise initial privatisation

round of PHCN' generation

and distribution companies

Housing

Enhance and expand
mobile network to ensure
ubiquitous and
continuous coverage

Expand fibre optic
network to distribute the
existing broadband
capacity

Social

Ensure sustainable access

to sufficient water resources

for diverse uses by rural
and urban population

Create staple crop

processing zones in all geo

available police and fire

stations, from today’s low
level

o

zones

Security A
ri

* Increase number of N\

]

Increase number of
available housing units
by constructing ~850,000
new units until 2018

Push for mortgage
market development

(ongoing)

Modernize and
computerize the various
existing land registry
systems

Construct new and
upgrade / rehabilitate
existing infrastructure
facilities for primary,
secondary, and tertiary
education

Establish health centres
in underserved regions to
ensure a broader base in
health infrastructure and
to guarantee high quality,
yet affordable health care
services for all

17



Distribute

..................................................................................................................................................................................................................................

.................................................................................................................................................................................................................................. i

Assess project

: y list and add
project lists to missing
MDAs/States g

projects
De- * Distribute project * Analyse
scrip- lists to relevant project lists
tion MDAs/States from NPC
= Highlight missing = Add any pro-
information and jects that are
large discrepan- missing and
cies in project projects re-
detail , (e.g., quired to
high unit cost meet desired
compared to 5-year target
benchmarks, state
insufficient = Amend any
pr0jeCtS to meet discrepan_
target state) cies in
project list
When = July = July
Res- * NPC * MDA
ponsi-

SOURCE: NIIMP development team

Refine indivi-

dual projects Identify funds Stfbrf".t d
and prioritise available prlqutlse
¢ projects

projects

Refine current = Determine = Submit

projects, required prioritised

develop spend of project list to

feasibility projects for budget office

studies, stress the next 5

test years

assumptions = |dentify funds

Use available for

prioritisation capital

framework to projects per

prioritise annum for the

projects in next 5 years

each

MDA/States

August— * August— = September

September September

MDA * Budget office, * MDA

MDA

) Project lists need to be refined by MDAs to ensure they form
part of the 2014 budget

Approve
projects

Match funds
available to
priority goals
Approve
budgets to
specific
projects
Allocate funds
to specific
projects

October—
November

Budget office

¥

18



‘D Prioritization framework would need to be applied by MDAs and

states to identify projects for 2014

Strategic
fit

Economic
impact

Financial
health

Social
welfare

Questions

o How does this investment contribute to the national 2043 targets?
9 Is this project in line with regional development objectives?

e Is this the best project to achieve the defined objectives?

e What is the GDP contribution of this investment?

e How does this investment enable the deployment and/or effectiveness
of other infrastructure projects?

................................................................................................................................................................................

@ Does this investment have a financially positive business case?
o Is the investment level in line with relevant benchmarks?

@ Are there alternative ways to finance the project?

................................................................................................................................................................................

@ Is there a fundamental need for this investment?

@ Are there clear social benefits to this investment?

SOURCE: NIIMP development team
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o For example, in Transport, the priority projects are already largely

aligned with the NIIMP

Infrastructure spend per sector, 2014-18
USD billion

Priority Portfolios

TWG identified projects

Roads 18

A
Rail 5 >,
Aviation 5 %’
Maritime 2 \

?ﬁi}'

4
Urban 2
Transport

A
Total 32

SOURCE: Transport TWG, NIIMP Development Team

= Refurbish and expand cross-national highways
for efficient movement of people and goods

* Refurbish and expand regional roads; increase
linkages to other modes of transportation

* Rehabilitate old narrow gauge lines to enable
cost effective rail transportaton

* Build new standard gauge railway lines to scale
up the railway network for even economic
development

= Build faciliities/structures to increase efficiency
and safety and security of rail operations

= Upgrade and expand existing airports for safe,
secure, and comfortable aviation sector

= Establish facilities of international standard

* Provide infrastructure to ensure operational
saftey of Nigeria's air transport sector

= Attain substantially increased share of inland
waterways transportation

* Upgrade and expand sea ports to attain
enhanced performance and establish Nigeria
as the regional sea port hub

= Deploy adequate means of urban road
transport across all major cities of Nigeria

= Develop, operate and maintain Urban Traffic
Control (UTC) systems

= Set base for urban rail transport

* |dentified 62
projects

= Lagos-Kano railway an
others

* PH-Maiduguri & Zaira-
Kaura railways

= Signaling and telecoms
facilities to Lagos - Kano

= Renovation 11 airports

= Upgrade 8 further APs
= Stations, radars, etc.

= Security and Safety
Plan, accident investi-
gations etc.

* Inland waterway
construction (12
projects)

= Sea port construction

= Bus lanes, terminals,
etc.

= Traffic lights etc.

* Rail Mass Transit in
urban areas of >1m

TWG
estimated
costs

= 12.0b

= 706m

* 6.9 bn

= 343m

=2.7b

= 139m
= 485m

= 1.7b

= 2.6b

* 4.4b

= 50m

= 2.5b

20




Key questions addressed in NIIMP

€) What is the level of required investments to develop infrastructure
in line with Nigeria's economic development targets and how will
the investments need to ramp up over time to reach the target
level?

What? _
@) What are the investments required by each asset class?
€) How should the investments be allocated across the regions?

@) What are the priority project portfolios and quick wins?

@ How will the NIIMP be financed?

How? @ How do we drive implementation of NIIMP?

SOURCE: NIIMP development team



e Private sector to cover 48% of required spend over the next 5 years;
remainder (USD 65bn) will need to be financed from other sources

¥ Public spend . Private spend

Given current plans, private sector share Four ways to finance the needed USD 65
of spend is expected to be 48% by 2018 billion
Avg annual investment  Spending split Financing Financing available 2014 - 18
USD bn Percent options USD bn, 2010 constant prices
Public = USD 36 bn, assuming
Sl current projections from the Nigeria
1 2
available of up to
USD 88-98 bn for
ICT S Bublic = USD 29 bn by reaching debt Pl ai—
o levels of 25% of GDP over
AWM 3 the 2014 — 18 time period Priority should be
given to non-debt
Housing! | 2 options (particularly
* USD ~8 bn from the current accounts,
Sodial 1 Other Sovereign Wealth Fund SWF and PPPs) so
S (SWF)3 as to sustain
. , = Potential of ~ USD 5bn current low public
Security 10.3 | currently from pension funds? debt structure
Total 25 ; * Comparing to other
PPP developing markets, Nigeria
s : : I ially raise USD
USD 65 billion required from public s could potentially
sector over the next 5 years 10 - 20bn from PPPs

1 Refers to low-income social housing; 2 Medium Term Fiscal Framework; 3 Preliminary values based on current amount available (not including projection

to 2018)

SOURCE: NIP, Budget Office of Nigeria , Debt Management Office of Nigeria , Coordinating consultant analysis
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Key questions addressed in NIIMP @/\ A
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o o .
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€D What is the level of required investments to develop infrastructure
in line with Nigeria's economic development targets and how will
the investments need to ramp up over time to reach the target
level?

What?
@ What are the investments required by each asset class?
€ How should the investments be allocated across the regions?
@) What are the priority project portfolios and quick wins?
@ How will the NIIMP be financed?

How? ( How do we drive implementation of NIIMP?

SOURCE: NIIMP development team
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Implementation of NIIMP requires both short—and medium—term
actions

Medium term

Short term e = Optimise public infrastructure governance
v model
= Create infrastructure.delivery unit ) !
— Restructure infrastructure project
* Formulate and pass NIIMP Act process end-to-end (E2E)
= Execute broad communication effort — Develop adequate M&E system

* Ensure financing for immediate projects (including IT support systems)

* Promote alignment/support of private
sector

— Reinforce PPP framework

— Create a structured public-private
dialogue forum

— Adjust sector regulation
— Improve business/investment environ-
ment significantly
= Bridge capability gap by developing large-
scale training programmes and revising
education system

SOURCE: NIIMP development team



4 key initiatives should be launched in the next few | DETAILS FOLLOW
months to accelerate implementation of the NIIMP

A (B

Create an infrastructure Formulate and pass

delivery unit NIIMP Act

= New institution reporting = Create an Act consisting
directly to the presidency of all needed legislative

= Responsible for changes for the NIIMP

coordinating and
implementing the NIIMP

i

Ensure financing for
immediate projects

Execute broad communication . F’repare 2014 budget for

effort increased infrastructure

= Communicate the NIIMP spend and list of priority
internally and externally / projects

" Iterate the government’s " Launch initiatives for
commitment to making it alternative financing
happen = (e.g., PPP) e

-« U )

SOURCE: NIIMP development team

N
a1



INFRASTRUCTURE DELIVERY UNIT L

() Different support models exist — Nigeria should opt for B Preferred model
a delivery unit given ambition levels and need to accelerate

enforce actions to overcome
implementation issues

Alternative models an}'rg| Eryt_mgndgts o Pros
I = Monitor execution of master :
2 | plar @V ick to establish
= ery quick to establis
2 pMor. | " Produce and distribute ; _ o _ rgantal
= lik : : reports on implementation @ Potential solution if MDAs t_)elng delivery unit
I 1 supervised option given the
NIIMP 1 " ldentify/analyse I NIIMP’s
execution I implementation hurdles I . ey
should be e i o a Level of ambition
supported by All of the above @ _ _ _ _ _ 3 alnd‘dis.ruption _
a central : = Support on detailing I V:f'z'v's e?tabll-
specialised i initiatives : & Potentially credible, but also less SHecpeices
o !« Refine NIIMP, basedon 1| ‘threatening’ (and thus more * Numerous,
* Coordinates I"t‘i;_' ¢ 1 execution results and i ‘acpeptablg’) than full-fledged Fompiex and
efforts 2&1':' o I technical analyses (e.g., : delivery unit lnteLclifependent-
; I enablin
= Monitors ] ,  benchmarks) I | @ Potential future national technical initiativgs
implemen- ; I = Support MDAs/States when : expertise centre _
tation i | adequate/requested ! d Sr?S;}SeCttl-on’ !
s'infarvenesto K BRSO o mem e e 4 ss-functiona
{ All of
accelerate | af the dhove € nature
pr.o_jec.:ts/ ? * Relentlessly define and [+ !:astgr. reaction time to issues
initiatives | identified
|

@ More effective handling of potential

of MDAs/States if necessary B @ Potential trigger for broader
to accelerate transformation (and thus more suited
implementation for large-scale transformation)

‘Delivery
unit’-like
model

Heavier

1 Program Management Office
SOURCE: NIIMP development team



INFRASTRUCTURE DELIVERY UNIT mh
) Delivery units should follow a number of key success factors

Key success factors Rationale

" Prevent conflicts of interest

o Report to the highest level of = Ensure support to potentially
authority controversial initiatives

= Ensure credibility and experience in

Strong leadership — typically led :
execution

efull time by renowned credible
person with executive profile (e.g., ® Help attract additional staff who wants
former CEO of large corporation) to learn/work with renowned leader

= Small team ensures lower risk of unit

Staff comprised of small number , e
getting stuck in internal work

eof flexible, young, dynamic
technical savvy/experts = Passionate people with self-drive are
dedicated to the public cause important to ensure implementation

SOURCE: NIIMP development team
27



INFRASTRUCTURE DELIVERY UNIT JHTHIL

@) An infrastructure delivery unit should assume a number IPRELIMINARY—
of important functions for the implementation of NIIMP =222

I8 “Core” delivery | _} Potentially assumed

unit functions by other entities
* Coordinate the whole unit, defining

National Steering * Coordination with key
Committee stakeholders
; : = Escalation of issues
priorities and roles Head of delivery unit
Master plan monito- [ Sﬁ"“;’;t and PIOCESS data on
ring and evaluation axepubion.
* Produce reports and identify

areas that require intervention

Presidency

* Provide reports and suggest lines of
action to the President

= Support unit’s interactions with
ministers and other senior officials

assessing alternative

objectives if needed) : :
financing structures

design
" Support contractors in = Attract potential investors

making day-to-da
decisigns t)I{Iat affgct {e.4,, traugh asd shas)
in coordination with

timings/cost of projects investment authority

f I P —— R —— I -
0 (11} |
Program management and Communication and i Support to high-priority Attract private sector '
development capability building ! projects investments i
! 1
* Analyse execution per * Communicate progress of E' Team of technical experts = Identify (in coordination i
asset class/sector the NIIMP internally and i (project managers, with programme manage- !
: ; '
| JoEthede ) © mosiisseed
when adequate/ requested *= Support MDAs/States with | PLPIR e P s ) 1
: o i n 1 execution projects with potential for !
. crucial capability building ! . ; i
* Make recommendations e : ; : private funding i
initiatives 1" Assess project execution i
on how to de-bottleneck/ i . " : !
: Es . . 1 vs. technical design * Create business cases for !
promote execution of = Facilitate ongoing dialogue ! Hvate veseinants i
NIIMP (and adjustments to with private sector 1® Ensure adequate technical P ’ E
1
= :
. 1
1 1
i 1
i 1
1 1
| i
- i
. 1
- i
- i

SOURCE: NIIMP development team
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INFRASTRUCTURE DELIVERY UNIT LLLELL

(D Irrespective of the model, a decision must be made regarding using
existing bodies or creating a new dedicated one

Pros Implications

\/ Avoid inefficiency resulting from
Use existing another body (in the context of an Need to split functions
institutions already bureaucratic public system) identified in the various
(cabinets, bodies and create
committees, \/ Complement role of existing units mechanism to promote
agencies) avoiding unnecessary conflicts among  coordination/ collaboration

units

@ \/Greater focus on NIIMP’s |

management/implementation Need to define reporting

structure (ideally should

Create anew v Clearly signals government report to the delivery unit
ful!y1 dedicated commitment so as to ensure adequate
unit executive support)

‘/ Absence of previous “vices” may create
new impact-oriented culture, required
for such a disruptive programme

1 A 3rd hybrid model remains where an existing unit (e.g., NPC) is significantly transformed so as to be largely dedicated to NIIMP implementation
SOURCE: NIIMP development team



NIIMP ACT
® Infrastructure development in Nigeria is currently

. ; _ _ | NON-EXHAUSTIVE
hindered by multiple legislative challenges
Challenges identified by the legal TWG
Legislation Sector affected Challenges
E . lex | ing it challenging for i
NNPC Act, Petroleum nergy Mgny and com‘p ‘ex a.ws, making it cha eljlgmg or investors |
Act = Qil, gas and mining rights vested solely with the federal government with
little room for states to support investments
All * Act creates several bottlenecks which discourage capital inflow

Land Use Act

................................................................................................................................................................................

Mining * Prevents private sector involvement

= Corporation has sole responsibility to explore, prospect for, work, mine,
acquire process and dispose of minerals

Nigerian Mining
Corporation Act

Nigerian Railway Transport * Prohibits construction or extension of some subsector infrastructure
Corporation Act, (e.g., rail) without permission of the minister
Nigerian Ports Authority = Limits private sector participation in transportation subsectors
Act, National Inland
Waterways Act
Transport * Reduces private sector involvement

Federal Highway Act * Minister of Works is responsible to handle all construction and maintenance

................................................................................................................................................................................

All = Emphasises concession contracts to the exclusion of other PPP options / , N
= Lack of clarity on the Commission’s role as facilitator and/or a regulator ofw??\‘ W
PPPs R
ICRC Act i ; '
* No powers conferred to the Commission to summon parties to a PPP
contract :
* No provision for unsolicited bids or inherited legacy PPP projects
m— LegaIT ST ——— S ——
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NIIMP ACT

(® Passing a specific infrastructure act is faster and potentially
more effective than updating all individual laws

Potential scope of an NIIMP act

" Portfolio of legislative changes needed to
enable the NIIMP

— General laws that affect private sector
contribution’

— Sector-specific laws and regulations

"= Legal provision that future governments
need to follow the guidelines of the NIIMP

Other country examples

Malaysia

Portfolio of legal and
regulatory changes in the
2000s in order to attract
private sector investments

The Brazilian regulatory
framework has during the last
couple of years changed, and
the country has gone through
a process of ‘privatization’
after decades of public control

Privatization policy in 1980s
facilitated and promoted
private participation in
infrastructure development by
providing improved
investments policies and
incentives

1 E.g., adoption of OECD Principles of Private Sector Participation in Infrastructure and OECD Principles of Corporate Governance

SOURCE: NIIMP development team
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BROAD COMMUNICATION PROGRAM

® The NIIMP should be communicated to 4 core

groups after formal approval

Target group

Purpose

Key content

PRELIMINARY —
FOR DISCUSSION

Proposed channel

Public sector:
MDAs and
states

Inform on required
investments and
coordinate activities to
execute/implement

* Investment targets
* Prioritized project

portfolios

Implementation activities

Presentation for MDAs/states
Circulation of final report
Abridged version of report

..........................................................................................................................................................................................

Private sector/
potential .
investors

Generate investment
interest

Gather support and
information for
implementation

Investment targets
Suggested actions to
enable private sector

Presentation at appropriate
investment conferences
Abridged version of report

International
Development
Partners

Coordinate plan with
donor activities and
get their support for
implementation

Investment targets
Potential collaboration

needed (e.g., in terms of

capacity building)

Circulation of final report
Workshop to develop
collaboration model
Abridged version of report

.........................................................................................................................................................................................

General public

Create awareness
and public support for
the plan

SOURCE: NIIMP development team

Key takeaways of plan

Press conference at public
release in August

Press release

Incorporation of NIIMP in key
public speeches by President
and cabinet

Online publication of the report
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ENSURE FINANCING

() Project lists need to be refined and submitted by September

to ensure they form part of the 2014 budget

Assess project

Refine indivi-

dual projects Identify funds

and prioritise ‘available

projects
Refine current = Determine
projects, required
develop spend of
feasibility projects for
studies, stress the next 5
test years
assumptions = |dentify funds
Use available for
prioritisation capital

framework to
prioritise
projects in
each
MDA/States

projects per
annum for the
next 5 years

Submit
prioritised
projects

Submit
prioritised
project list to
budget office

[FOR DISCUSSION

Approve
projects

= Match funds
available to
priority goals
Approve
budgets to
specific
projects
* Allocate funds
to specific
projects

..................................................................................................................................................................................................................................

August— »
September

August-
September

* Qctober— :
November

e L T I N I I T I T T T T T T e, |

Distribute :
project lists to :fi;:?nd ok
MDAs/States 09
projects
De- * Distribute project = Analyse
scrip- lists to relevant project lists
tion MDAs/States from NPC
* Highlight missing * Add any pro-
information and jects that are
large discrepan- missing and
cies in project projects re-
detail , (e.g., quired to
high unit cost meet desired
compared to 5-year target
benchmarks, state
insufficient = Amend any
projects to meet discrepan-
target state) cies in
project list
When = July = July
Res- * NPC * MDA
ponsi-
bility

SOURCE: NIIMP development team

Budget office,
MDA

* Budget office



Implementation of NIIMP requires both short-term
and medium-term actions

Medium term

Short term = Optimize public infrastructure governance
, . _ model
= Create infrastructure delivery unit ! _
— Restructure infrastructure project
" Formulate and pass NIIMP Act process end-to-end (E2E)
= Execute broad communication effort — Develop adequate M&E system

= Ensure financing for immediate projects (including IT support systems)

" Promote alignment/support of private
sector

— Reinforce PPP framework

— Create a structured public-private
dialogue forum

— Adjust sector regulation
— Improve business/investment
environment significantly
* Bridge capability gap by developing large-
scale training programs and revising
education system

SOURCE: NIIMP development team
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Medium-term initiatives are aimed at addressing 2 structural concerns
and aligning both the public and private sectors with NIIMP

Critical concerns
for infrastructure
development

A B/

* Optimize public infrastruc- " Promote alignment/support of
How to ensure ture governance model private sector
the okt — Restructure infrastructure — Reinforcing PPP framework
infrastructure oroject process end-to-end — Adjusting sector regulation
projects? (E2E) — Improving business/
— Developing adequate M&E ir?ve_s.tment environment
system (including IT significantly

support systems)
How to promote

effective/ G
efficient project " Bridge capability gap by developing large-scale training programs
execution? and revising education system

SOQOURCE: NIIMP development team



OPTIMIZE PUBLIC INFRASTRUCTURE GOVERNANCE

) Current public project selection process faces many challenges and
its application frequently distorts original objectives

Budget planning/
formulation

N

Determine trends in
revenue performance,
macroeconomic
indicators and the
implication of trends
for next 3 fiscal years

Prepare Medium-

Stakeholder consul-
tation and MDA
ceilings

= Consult with main
private and public
stakeholders to
get initial buy-in
and input into the
MTEF from

Approve MTEF and
fiscal strategy paper

Federal executive
council analyses
and approves
MTEF

National Assembly
debates, amends

stakeholders and approves

Budget call circular
and submission
by MDAs

* Minister of Finance

issues Budget Call
Circular to MDAs

= MDAs submit
budgets in
accordance with
MDA ceilings and

-

Term Revenue * Determine MDA MTEF government’s
Framework (MTRF), expenditure priorities
Medium-Term ceilings: Maximum *  Budget office
Expenditure allowed spend per evaluates and
Framework (MTEF), MDA for the consolidates
Medium-Term Sector following year MDAS’ final
Strategies (MTSS) submissions and
per MDA prepares budget

v g V4
= Lack of well- * MDAs introduce too many new * Late release of funds

defined
mechanisms and
criteria to ensure
alignment of MTEF
and long-term
vision

* Insufficient planning
and project defining

in MDAs

J

projects while current projects
still ongoing, spreading already
limited resources thin

* Projects are poorly defined,
designed and costed =

* Limited capabilities to properly
evaluate budgets

" No alternative projects
considered

to MDAs, leading to
delays/stop-starts in
executing capital
projects

Political jostling
delays budget
approval and
adversely impacts

budget allocation J

SOURCE: DME TWG: interviews

Approve budget

Present draft budget =

to President

President approves
budget and presents
to National Assembly
for consideration and

Spend budget

Funds released to
MDAs ona
quarterly basis

MDAs spend
budgets on capital
projects

appropriation

House and National
Assembly debate and
amend budget

Appropriation bill sent
to President

President assents

and passes bill into
law
€ MDAs unable to spend budgets h

* Poor monitoring of spend and project
execution in MDAs

= No post project evaluation

*= MDAs return unspent budgets to
budget office, causing interruptions in
project execution

* Delays in paying contractors, causing
intermittent stops

= No contractor ratings and rankings J




OPTIMIZE PUBLIC INFRASTRUCTURE GOVERNANCE

) Making feasibility studies mandatory could immediately contribute
to improving quality of projects submitted

Implementation approach

Conduct delivery lab in all of the MDAs
Delivery lab will focus on

— Developing feasibility studies

— Refining cost estimates

— Stress testing assumptions

Use templates and tools developed by
the office of the chief economic advisor
to the President

Communicate to project managers that
projects without feasibility studies will
not be considered for approval

Conduct project review meeting at the
end of the delivery lab to review,
prioritise and approve all projects

Project review committee to
immediately decline any projects at the
project review meeting that do not have
a feasibility study

SOURCE: NIIMP development team

Key elements of feasibility study

" Needs assessment completed

Validated problem/opportunity (root cause
established)

Most promising solution/s chosen for further
development (feasibility established)

Economic valuation of options checked and
revalidated

— Capex estimates
— Opex estimates

— Benefit logic
and value

KPIs defined

....................................................................................................................................

....................................................................................................................................

....................................................................................................................................

....................................................................................................................................

Ky slamonts of fezsiiitystudy

37



OPTIMIZE PUBLIC INFRASTRUCTURE GOVERNANCE

O The budget process should be restructured to ensure prompt
release of funds

Adequate planning
and proper project
definition

Release funds on
time and to specific
projects

Monitor and evaluate
all projects during
execution phase

SOURCE: DME TWG; interviews

Description

Responsibility

= Ensure projects are aligned with the MTEF

and supports the long-term vision

Ensure robust project feasibility studies and
due diligence are done to validate project
costs and benefits

Prioritise release of funds for ongoing critical
projects over newly approved projects

Release funds in line with project plan,
milestones and deliverables to eliminate stop-
start execution of capital projects

Release funds on time and to specific projects

Track projects through execution stage

Agree project KPIs and success
measurements

Put in place post project evaluation
mechanisms to track overall impact
of the project

= Budget office, MDAs, NPC,
infrastructure delivery unit

* Budget office

.......................................................................................................................................................................

* NPC, MDA M&E Units, PTF
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OPTIMIZE PUBLIC INFRASTRUCTURE GOVERNANCE

DA monitoring and evaluation system should be used to support
implementation

Key elements of

a M&E framework Description

Example NIIMP KPIs
(as defined by TWGs)

KPIs

...........................................................................................

...........................................................................................

Review
calendar
]
| |
Roles and
responsibilities

Key performance indicators that measure
progress towards targets

KPIs have been defined by the TWGs for
the overall sector development, specific
project KPIs will need to be developed

Calendar of when progress should be
measured and evaluated

Should be done on a weekly basis for
projects, on a monthly basis for specific
initiatives and on a quarterly basis for the
overall NIIMP

Roles and responsibilities that describe
who measures what metrics and takes
decisions on corrective actions

A new delivery unit should have overall
responsibility of tracking the development
(in collaboration with MDAs/States) and
report findings directly to the presidency

SOURCE: NIIMP development team; TWGs

Power
Current Target
Mame Unit 2.013 2018 2023 2,043
Generstion Capaciy MW 9.920 30,000 $5.000 350.000
Average Generation MW 3.800 15,000 33 262.500
TWG — Transporiation
Desired gutcome
Subsector Strategic goals
Qutcome KPI 2,012 2.018 2023 2.043
Road density (km/ 100km2) 21 22 23 25
Km of roads in good condition 11,000 9.200 28,500 100,000
Awvg. travel speed on federal roads (kmh) 60 78 85 10(
Auags Total km of road 200,000 205.000 | 210,000 225.000
thereof paved 68,980 72,000 30000 000
Km of existing road rehabiltated 8,892 17.100 6.700 97.000
Percentage of roads with signage 3 10 30 100
Avg operating speed (km/h) 30 &0 100 130
Freight transported via rail (000 t/yr.) 182 3,435 5534 30.000
Pessengers transported via rail (MM / yr.) 4 14 48 150
No. of private sector participants ('000) 8 10 15 25
Raid Km of standard gauge constructed 310 699 639 599
Km of narrow gauge rehabiltated 755 505 .05 3.505
No. of stations 73 150 260 $00
No. of ports with rail 4 -] 8
No of airports with rail links system - 1 17 %
Air freight tonnage (t/ yr.) 184,502 297,142 | 724121 3.500.000
Lt Ho. of arcraft movements per yr. 240,880 387,939 | 945382 | 10.000.000
Annual turnout of aviation professionals 926 2.040 1320 30,000
Inland waterways cargo traffic (MK L/ yr.) 3 5 5 10
Turnaround time of vessel (days) [ S < 3
Km of navigable inland waterways 1.000 3.000 $.000 10,000
:;:; 372 [Humber boats, ferries, barges, vassels 10,000 40,000 | 100,000 150,000
visterways 24h port operations (%) 40 75 100 100
No. of patrol boats depioyed 8 12 20 30
Km of roads rehabiitated and maintained wit 6 8 20 40
MNo. of private sector participants (000) 7 10 15 30
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OPTIMIZE PUBLIC INFRASTRUCTURE GOVERNANCE

) A management information system (MIS) should ILLUSTRATIVE
be created to support the M&E framework —> Flow ofinformation
Sources of information Management information system Outputs
WDAs » Ministries’ KPI Infrastructure stock tracking
roprieta ' production = Tracking of current
"' " ' — E/IISps (whrgn - > » infrastructure assets including
P~ P available) : capacity, quality level, expected
) S W |.anasppa R reeeeeeemeen lifetime, etc.
| | .| *NASRDA, ; | : ;
". ..—' NigComSat | | 5 : 5
data

1 i

Infrastructure mapping

* Geospatial mapping of current
== infrastructure to track state of
assets and support planning of
new projects

States and other public entities

| | | |
e we we

Project tracking

5 External entities : . = Tracking of planned, ongoing
! —1| = Data consolidation/ —>  and past projects to support
validation g active steering and future
’ * Production o i
‘ ; planning
T { | I
W W o selected KPls

SOURCE: NIIMP development team; TWGs
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PROMOTE SUPPORT OF PRIVATE SECTOR

( There is a need to create mechanisms and incentives to promote
alignment and coordination of private investments with NIIMP

PPP project count by country’ 1990-2011 “...lack of legal and regulatory framework
has discouraged private operators from ‘
@ China 9g2  investing”
.......................................................................................................... Business day ;
< India 599 P ,
......................................................................................................... “...absence Of a legal framework IeadS to ’.:
& Brazil 538 uncertainties amongst private operators ;
.......................................................................................................... who fear that they may lose their |
: investments...” :
W Russia el Business day ;
% Malaysia 85 |
.......................................................................................................... “pnvate SeCtOI' |nVOIVement 'n the
U Nigeria 53 - development of the road sector would not
.......................................................................................................... yield the desired result, until the ';
< ; institutional reform is implemented” ¢
& South Africa | 32 This day

- B R —

1 Based on World Bank definition: Private participation in infrastructure with government backing, consisting of management and lease contracts,
concessions, greenfield projects or divestitures
SOURCE: World Bank; press searches
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PROMOTE SUPPORT OF PRIVATE SECTOR
@ To enable increased private sector spending, we need to address

critical barriers

Barriers | Private sector expectations
= Establish long term financing and refinancing mechanisms for viable projects especially
Access to '
; in the early stages
capital
e = Assure macroeconomic stability, policy consistency and eliminate corruption
Political/Cost : ok :
: = Provide electricity to support growth and reduce cost of operations
risk : e o :
* Provide critical infrastructure such as link roads
* Ensure standardisation and central access to infrastructure; provide partial risk
guarantees to projects as appropriate
Fiscal = Offer business and fiscal incentives to encourage private sector investments in
. : infrastructure
incentives

Government =
rules and .
regulations

Establish a clear legal and regulatory framework for private financing of infrastructure
Establish a standard process for delegation of authority by the Federal Government on
infrastructure development

............................................................................................................................................................................................

Capabilityin =
managing .
PPPs .

Establish a PPP unit to build capabilities and manage financing of PPPs
Develop capacity building initiatives for public sector stakeholders
Identify/establish implementation teams within the Ministries, Departments and
Agencies (MDASs)

Develop templates for PPP procurement and implementation

SOURCE: Finance TWG situational analysis, CBN, BSG June 2013 report, Coordinating consultant analysis



BRIDGE CAPABILITY GAP

(® Execution will be hindered by a capability gap that
s likely to increase when investment picks up

Description
Description

| = Construction workers to build and
maintain the needed infrastructure

; across asset classes
Construction

workers = Includes low-skilled (e.g., site
workers), semi-skilled (e.g.,
welders) and skilled (e.g.,
engineers) workers
Il = Workers needed to run the
infrastructure or directly related

Operational operations

workers " Includes e.g., power plant workers,
pilots, teachers, nurses, police and
firemen

SOURCE: NIIMP Development Team

Estimated additional need

over the next 5 years

Million workers

0.6

8.0



BRIDGE CAPABILITY GAP

(® Nigeria will need to follow a targeted approach to address the skills
gap to build and operate NIIMP infrastructure
. Medium-term priority

= Build local skill base
* Ensure standards

Immediate priority
= Ensure capacity to build infrastructure

Build basic skills at scale Establish strong standards

" Focus ITF on development of required * |Introduce international certification
volumes of workers with basic skills . standards per sector, regulated and

= Engage local institutes and private - enforced by ITF
companies and coordinate through ITF . * Provide additional training programs for

. experienced workers to acquire
certification

Ensure skills transfer Build advanced/specialized skills

* Incentivise Nigerian diaspora to return " Increase capacity and quality of current

= Import specialized and technical skills institutions to train necessary number of

= Ensure necessary skills transfer takes engineers, architects, etc.

place through clear contractual
agreements for apprenticeship,
training, etc.
SOURCE: NIIMP development team
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PRELIMINARY

Overall time plan for implementing the NIIMP gl
2013 2014
Q3 Q4 Q1 Q2 Q3 Q4
::lecate , Communicate \\
 JrR NIIMP (internally /
and externally) /’l

Refine project lists
and ensure
financing for
immediate projects

Create an
infrastructure
delivery unit

Formulate and pass NIIMP Act

Detail, design and implement of
long-term enabling initiatives

T
[ 7]

SOURCE: NIIMP development team



Objective of today’s discussion

" Provide an update on the
NIIMP development process
to date

= Discuss key findings and
discuss strategic
considerations for NIIMP

_® Align on next steps
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Next steps

= Update plan with input from the National
Steering Committee

= Start syndication process according to
plan




