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Mediterranean transhipment market
Diversified economy and export-oriented trade

Successful Hub (PPP) initiatives: allocation of risks
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MTBS group

Global leader in port advisory, training & summit and mergers & acquisitions

Port Finance §
i International -

an MTBS company

mtbs - mtbs

maritime & transport
business solutions

training and summits financial & strategy advisory mergers & acquisitions
o
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MTBS: Maritime & Transport Business Solutions

Global leader in port transaction advisory

* Financial & Strategic Advisory from Rotterdam, The Netherlands
e Specialised in Port PPPs: Preparation & Execution
 Recent MTBS projects in the Mediterranean:

Agadir, Kenitra, Lisbon, Algeria, Thessaloniki, Limasol, Vado Ligure Port de Sete, Venice, Piraeus and Valencia

@® Successful Transaction
®  Ongoing Transaction
® Completed Port Project

Significant portfolio size

50 port projects per year

Diversified portfolio
background

Broad client base

Strong home market

International focus
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MTBS: Maritime & Transport Business Solutions

A selection of our worldwide and diverse client base
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MTBS: Maritime & Transport Business Solutions

Global leader in port business (financial & strategic) advisory
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Introduction to MTBS

Mediterranean transhipment market

Diversified economy and export-oriented trade

Successful Hub (PPP) initiatives: allocation of risks
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Overview Mediterranean transhipment Ports

Important transhipment hubs in the Mediterranean

Three important features of
transhipment hubs in the
Mediterranean:

1. Close proximity to Suez —
Gibraltar Shipping Route;
and/or

2. Substantial gateway cargo
(import/export); and

3. Competitive tariffs and highly
productive terminals
(TEU/hr).
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Current Utilisation of West Mediterranean Ports

The ports with close proximity, gateway cargo and highly productive ports perform best
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Existing PPPs in the West Med

Many successful PPPs in West Med, Transshipment capacity of almost 25 M TEU
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O New transhipment port development without already implemented PPPs
© Development in existing transhipment port with already implemented PPPs
@ Already implemented PPPs in transhipment ports without expansion plans
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Regional Addition of Container Capacity

Recent and Expected Transhipment Expansions in coming years

Existing Transhipment Ports Expansions Port Country
e +10 M Transhipment TEU Valencia- Terminal 4 Spain
Tanger Med 2 Morocco
Marsaxlokk Malta
Algeciras - TTI 2 Spain
Sines Portugal
New Greenfield Transhipment Ports Port Country
e +8 M Transhipment TEU .
Djen Djen Algeria
Nador west Morocco
Cherchell Algeria
Enfidha Tunisia
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Demand - Supply in the West Med

High Risk for Potential Oversupply, well-structured PPP’s are required
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The excess transhipment capacity is expected to be around 18 M TEU per annum by 2030,
if all development projects will be realised.
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Transhipment market risk to Feasibility & Bankability

The transhipment business characteristics severely impact the bankability of a project
Specific Market Risk factors for Transhipment projects:

* Transhipment cargo is footloose

Transhipment cargo is inherently not destined for/originating from the transhipment hub; as such, it is
not self-evident that the cargo is handled at a certain port.

e Countries developing own deep-sea ports for direct calls

Countries (transhipment destinations) may develop deep-sea port capacity to spur direct trade and
increase competitiveness in the Global marketplace. This results in a diminishing demand for
transhipment.

How can ports protect themselves against the potential transhipment overcapacity?
* Increase attractiveness of Transhipment Hub Ports
e PPP implementation: proper allocation of risks
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Introduction to MTBS

Mediterranean transhipment market

Diversified economy and export-oriented trade

Successful Hub (PPP) initiatives: allocation of risks
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Requirements for future Mediterenean Transhipment Hubs

Increase attractiveness of Transhipment Hub Ports: important factors

Close to shipping routes

Competitive tariffs

Highly productive automated terminals

Capable to receive largest vessels with a minimum of:
Berths/turning basins > 400 meters (430 in future?)
Draft of 18 meters
24,000 TEU

Environment

Cold ironing

LNG
SECA

Substantial gateway volumes and well-developed logistics
and hinterland connections

Year of
introduction

1956
i
1964
1981
1985
7]

1996

2003
2004

2005
2006
2012
2013
2014
2015

2017

g

Vessel size, meters

T

200 300

&

“Twenty-foot equivalent unit.
Source: McKinsey analysis

Company
Pan-Atlantic Steamship

Associated Steamship

Hapag-Lloyd

US Line

Maersk

Maersk

ooCL

China Shipping

MSC

CMA CGM

China Shipping

MSC

00oCL

Capacity

~1,000

3,050

4,458

7,226

8,063

8,468

9,200

14,770

16,020

18,270

19,100

19,224

21,413
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Hub Ports drive diversified economy and export trade

Flywheel effect: development of Logistics Services and Economic Zones

Increase
Captive
Cargo
Base

Gateway, Transhipment and Logistics Services strengthen each other:
* Increase Captive Cargo Base for higher attractiveness of Hub Port
e Development of Logistic Services to expand the Hinterland for:

Import for the port’s hinterland

Export of domestic goods
 Development of Economic zones, capitalizing on cost advantages
and trade potential of increased port volumes:

Value Added (Logistic) Services
Processed re-exported products

Logistics
services
&
Economic
Zones

Attract
Trans-
shipment
Flows

The development of Logistics Services and Economic Zones
therefore are important drivers for the success of Transhipment Hub ports.

Transhipment Hub Ports therefore drive the diversification of the economy as well as
export-oriented trade.
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Introduction to MTBS
Mediterranean transhipment market

Diversified economy and export-oriented trade

Successful Hub (PPP) initiatives: allocation of risks
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Why port PPP implementation?

Two main historical reasons for using PPPs in the port sector

Risk management

Private parties are better positioned to
handle risks, for example:

* market risks

e operational risks

e construction risks

Reduce burden on public budgets

Affordability issues of Developing
Economies are often one of the main
reasons for insufficient infrastructure
supply

These two main arguments result in a tendency to shift a large degree of risks and
investments to the private side
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Port PPP Procurement

Bankability of Transhipment Terminals requires strong focus on mitigation of the market risk

- Transaction
Decisions &

Preparatory phase implementation

commitments
phase

MER \ Transaction strate
N consultation 2
|
=
__________________________ Key successfactors I________________________________J
Project viability Public-private business * Project Transaction content:
assessment/DD on: model assessment: Information * Scope

* Strategic * options (concession/ Memorandum * Value
jeet JV/ equity deal)
* valuation (PPC)
¢ benchmarking

* Commitments

Consultation of

Operational potential partners Transaction process

* Technical » fee/compensation * Fectire * Tender organisation

* Financial * Responsibility matrix viability and * Method (open/restricted)
* Economic * Risk matrix structuring * Objectives

* Legal * governance * Evaluation criteria

* Institutional * Mandate

* Environmental Heads of Agreements * Governance
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Project Risks and Risk Allocation

Risks are allocated through various agreements

Sponsor

(equity)

Direct
agreement

S

SPECIAL
Shareholder SURPOSE Financing
agreement

VEHICLE agreement

D&C-contract M-contract O-contract

D&C Maintenance
consortium contractor

Operator Shipping Lines

21 26-06-2019 | Positioning for a global hub initiative through diversified economy and export-oriented trade

mtbs



Project Risks and Risk Allocation

Best practice: transhipment risks allocated to the Shipping Lines

Political Risk
Contractual Risk
MafroelcoRflcl)(mlcs Direct
egal Risks agreement

S

SPECIAL
Sponsor Shareholder SURPOSE Financing
(equity) agreement agreement
VEHICLE g Financial Risk
Financial Risk
Contractual risk
| | | Market Risk
D&C-contract M-contract O-contract (Transhipment)

D&C SUETEREITSS Operator Shipping Lines

consortium contractor

Completion Environmental Operational Operational Environmental
Risk Risk Performance Risk Performance Risk Risk
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Equity Share of Shipping Lines and Operators

Strong Commitment towards Port Authority

Port Operator/ Shipping Line
Tangier Med APMT/ Maersk
Eurogate (Eurogate/Contship/Terminal link/ MSC)
Algeciras APMT/ Maersk
TTI (Hyundai)
Valencia APMT/ Maersk
TIL/ MSC
COSCO/ COSCO Shipping
Barcelona APMT/ Maersk
Gioia Tauro Medcenter Container Terminal (MSC)
Marsaxlokk Terminal Link (CMA CGM/ Yildirim)
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Best Practice Example

New Valencia Container Terminal

e Ability to serve largest vessels in future (ULCS; >24,000 TEU)
* Greenfield development, well suited for automated terminal concept

e Offer highest standards in the fields of innovation, flexibility and sustainability (climate change)

e Excellently located for gateway and T/S markets, focusing on “mixed port positioning” (50%/50%)
e Scheduled opening 2025, max capacity 5 M TEU

e Located close to logistics park, well connected by road/rail

Location of the new terminal

MSC sole bidder for Valencia CT 4

News 09 May 2019 by WCN Editorial

MSC'’s port terminals division, Terminal Investment Ltd Sarl (TIL), has presented the only offer
for the Port of Valencia's fourth container terminal

Y} Content v Mode v Verticals ¥ People & Training Events v Shop

MSC proposes €1bn investment in Valencia's planned fourth box terminal
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Requirements for bankable transhipment projects

Tailored PPP’s consider market dynamics whereas the use of standard PPP structures and procedures do not
guarantee success

 Focus on good preparation and assess market interest in an early stage

Appetite and requirements of all potential investors should be assessed prior to the
start of a transaction

Risk allocation

Transhipment Market Risk: Guarantees in Project Structure - Shipping Line
in equity position

No one-size-fits-all

Each PPP Contract is a unique arrangement, tailored to the risk management
capabilities of the Grantor and the Concessionaire(s)

Risk-adjusted returns

Focus on returns, without adjustment for risks, leads to sub-optimal PPP contract
design
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Thank you

Address  Wijnhaven 3¢
P.O. Box 601
3011 WG Rotterdam
The Netherlands

Telephone  +31 (0)10 286 59 40
Email Info@mtbs.nl
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Contact details

In case you have questions or want information later on...

Frank Luisman
Director
frank.luisman@mtbs.nl
+31 10 286 59 40
+316535897 15
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