16.06.2017

PRIVATE NOTICE QUESTION 

To ask the Honourable Prime Minister, Minister of Home Affairs, External Communications and National Development Unit, Minister of Finance and Economic Development – 

Whether, in regard to his recent mission to the Republic of India, he will provide full details thereof, indicating - 

(a) the Dollar Credit Line Agreement signed during his visit and table copy thereof;

(b) the terms and conditions of the redeemable preference shares to be issued; and

(c) the infrastructural works to be carried out in the Agalega Islands, indicating the estimated cost thereof?

REPLY

Madam Speaker,


As the House is aware, I was on a State Visit to India on 26 and 27 May 2017.  The details of the outcome of my visit were highlighted in the Press Communique issued after the Cabinet Meeting on 02 June 2017.

Madam Speaker,


During my State Visit, I was accompanied by the Honourable Deputy Prime Minister, Minister of Energy and Public Utilities, who had fruitful discussions with his counterpart, the Minister of State with Independent Charge for Power, Coal, New and Renewable Energy and Mines. He also had discussions with other energy institutions on possible areas of cooperation.

Madam Speaker,


With regard to part (a) of the question, a Dollar Credit Line Agreement was signed on 27 May 2017 between the SBM (Mauritius) Infrastructure Development Company Ltd and the Export-Import Bank of India (EXIM India) for an amount of USD 500 Million.


The purpose of the Credit is for the SBM (Mauritius) Infrastructure Development Company Ltd to subscribe in redeemable preference shares to be issued by public sector Special Purpose Vehicles to implement the following infrastructure and development projects:

i. Metro Express project by Metro Express Ltd;

ii. Construction of Social Housing Units by National Housing Development Company Ltd;

iii. Construction of two Towers by Landscope (Mauritius) Ltd to accommodate Government Offices; and

iv. Water and Energy Projects by SPVs to be set up.

The Dollar Credit Line of USD 500 million bears an annual interest rate of 1.8 per cent with a repayment period of 20 years including a moratorium of 
7 years for capital. The interest accrued during this period will be capitalized and becomes payable upon completion of projects or 7 years whichever is earlier.

Capital and interest will be repayable in 26 equal 
semi-annual instalments after the grace period of 7 years.

It is proposed that Government will guarantee the repayment of one semi-annual instalment at a time in case of default by the respective SPVs. No guarantee document has yet been signed.

Madam Speaker, 

I would like to make it clear that a loan should be evaluated by its effective cost and not merely by its interest rate. 

The cost of borrowing on the local market for 20 years is around 6.5%. Thus, even with an annual appreciation of 3% of the dollar, the servicing of the Dollar Credit Line will still be lower than borrowing in Mauritian Rupees. Moreover, the Line of Credit comes with a moratorium period of 7 years and the interest rate is fixed for the twenty year period. Long term line of credit usually carries a variable rate of interest, and the tendency is for interest rate to increase.

The House may note that at the beginning of this week, the US Federal Reserve has increased its base rate by 25 basis points, and there are expectations of further increases in interest rate level in the future.

Borrowing locally in rupees will not help because we will have in any way to purchase foreign currencies to make disbursement for imports. If we don’t get the foreign currencies from abroad, we will have to use our foreign currency reserve to make those payments. Hence, depleting our foreign currency reserve. 

Madam Speaker,

We are here talking of project financing with a high import content, meaning that implementation of the projects will have to be financed with foreign currencies.  Most of the foreign currencies borrowed will not stay in our banking system, but will be used for payments of imports. This means that the line of credit will have a limited impact on excess liquidity in our banking system. 
I would also like to point out that major infrastructural developments are envisaged by the public sector over the medium term. In fact, some Rs 74 billion are planned to be invested by Government and a further Rs 43 billion by public enterprises over the next three years. Financing of this massive investment from local sources alone would neither have been sufficient nor possible.  In fact, relying only on the local market would have crowded out the private sector and also public corporations of their credit requirements.  This would also have led to sharp increase in yields on Government securities, with consequential increase in the cost of public debt servicing.
Madam Speaker,


The agreements between the SBM (Mauritius) Infrastructure Development Company Ltd and the SPVs together with the Guarantee documents will be tabled in the National Assembly once signed. Concerning the Dollar Credit Line Agreement between EXIM Bank of India and SBM (Mauritius) Infrastructure Development Company Ltd, it is not proposed to table copies thereof now.
Madam Speaker,

Concerning part (b), discussions are now under way between SBM (Mauritius) Infrastructure Development Company Ltd and the SPVs concerned to work out the terms and conditions of the redeemable preference shares.


Madam Speaker,

I wish to clarify a point that was raised by the Hon Leader of the Opposition as to why redeemable preference shares are not included in Public Sector Debt. According to the IMF Government Finance Statistics Manual (2014), redeemable preference shares are classified as equity and not debt.

Madam Speaker,


In regard to part (c) of the Question, it is relevant to point out that the Agalega airstrip of 1300 mts long and 30 mts wide was constructed during the years 1984/85 and is made up of compacted corals. As from 1998, the surface of the airstrip started to deteriorate, with small pebbles coming off from the surface.

In 1999, some remedial works were carried out to resurface the airstrip but unfortunately, the bitumen materials used did not adhere to the surface and over time, it started to peel off. In view of the bad state of the airstrip, the Civil Aviation Department had since then not authorized the landing of commercial planes.

Since 2003, several initiatives for the upgrading of the airstrip at Agalega have not been successful.


Access by sea to Agalega is also severely constrained owing to inadequate infrastructure and facilities, as there is no proper jetty on the island for embarkation and disembarkation of passengers and cargo.


The possibility of the Indian Government providing assistance to upgrade the airstrip in Agalega has been raised with the Indian side on several occasions since 2005.  
In March 2014, the Indian Authorities proposed that the Government of Mauritius may consider:- 

· designating a suitable Implementing Agency for preparing a Detailed Project Report for the implementation of infrastructural works in Agalega and for overseeing the overall implementation of the project. 

· setting up of a Joint Project Monitoring Committee consisting of representatives of both India and Mauritius to oversee and monitor the implementation of the project, as well as to monitor progress made by the Implementing Agency. 

The Indian side also agreed to consider deputing relevant technical experts, as and when required, to assist and work with the Implementing Agency for the preparation of the Detailed Project Report up to the final implementation of the project. 

As suggested by the Indian side, the Joint Project Monitoring Committee was set up in April 2014 at the Ministry of Local Government and Outer Islands and comprised the following:- 

· the then Honourable Minister of Local Government and Outer Islands (Chairperson) 
· the Secretary to Cabinet and Head of the Civil Service 
· H.E. the Indian High Commissioner 
· the Permanent Secretary, Ministry of Local Government and Outer Islands 
· the Commandant, National Coast Guard 
· the Director, Civil Aviation Department 
· the Director General, Mauritius Ports Authority 
· the Chief Executive Officer, Airports of Mauritius Co. Ltd 

Furthermore, a Technical Committee was set up under the chair of the Permanent Secretary of the Ministry of Local Government and Outer Islands and comprised representatives of various Ministries and the Indian High Commission. 
The Technical Committee was tasked with the responsibility of preparing the technical documents, including drawings, designs and specifications for the implementation of the various infrastructures of the project, i.e. the jetty and the airstrip and other associated buildings. 

Being given that the Mauritius side had no technical expertise in those specific areas, the Indian side was invited to consider commissioning a full scale technical study.

In August 2014, three Indian technical experts proceeded to Agalega for the preparation of a comprehensive work plan for the implementation of the project.

In parallel, following discussions at the level of the Joint Project Monitoring Committee, a draft Memorandum of Understanding for the development of air and sea transportation facilities in Agalega was prepared for consideration by both sides.

Subsequently, both sides finalized the Memorandum of Understanding which was approved by the then Government on 31 October 2014.


 During the State Visit of H.E. Shri Narendra Modi, Prime Minister of India to Mauritius in March 2015, the Memorandum of Understanding (which was already approved by the then Government in October 2014) was signed between Mauritius and India for the Improvement in Sea and Air Transportation Facilities at Agalega.  
The House will recall that a copy of the MoU was laid on the table of the National Assembly on 31 March 2015 during the reply made to the Private Notice Question on Agalega.

The MoU, inter alia, provides that the project shall be carried out under a Government-to-Government arrangement for which funds to the tune of USD 18 Million would be made available under the financial grant by the Government of the Republic of India to the Government of the Republic of Mauritius.  Any requirement for additional funds would be met through supplementary arrangements between the two Governments.  


Since the signature of the MoU in March 2015, the Joint Project Monitoring Committee initially co-chaired by the Minister of Ocean Economy, Marine Resources, Fisheries and Shipping and subsequently by the Minister of Local Government and Outer Islands, on the Mauritius side, and the High Commissioner of India, on the Indian side, has had several meetings to oversee and monitor progress in the implementation of the project. I am informed that following extensive discussions at the level of the Joint Project Monitoring Committee, the Indian side commissioned an Indian firm for the preparation of a Detailed Project Report and Detailed Engineering Design Report for the Development of Infrastructure on Agalega Islands.


The Indian firm has completed its assignment and in its Detailed Project Report it has included the following proposed facilities for the long term development of Agalega:

(i) construction of a new runway of 3,000m along with associated aircraft movement area to facilitate operations of B737-900/ and Airbus 321 type of aircraft;

(ii) jetty infrastructure for berthing and movement of ships of length 149m and drawing draught of 9m; and

(iii) development of other associated support infrastructure, such as maritime and air traffic control buildings, hangar, passenger terminal building, desalination plant, as well as electricity, water and sewerage systems.


The Indian side has confirmed that India will fully finance and construct the Agalega project. 

On 16 May 2017, the Detailed Project Report was examined by the Joint Project Monitoring Committee co-chaired by the Honourable Minister of Local Government and Outer Islands and H.E. Mr Abhay Thakur, High Commissioner of India.


Following a preliminary examination of the Detailed Project Report, the Joint Project Monitoring Committee has, inter alia, highlighted that the design parameters contained therein for both the runway and the jetty have taken into account the present and future requirements of the Mauritian Authorities.

Madam Speaker,

Since the Agalega Project will be entirely financed by the Government of the Republic of India, its procurement process will be the responsibility of the Government of the Republic of India. I am informed that the Indian side is in the process of preparing the necessary documents for launching of Expressions of Interest for the construction of the infrastructural works in Agalega. The final cost estimates of such works will be known only after evaluation of the Expressions of Interest by the Indian authorities.
Madam Speaker,
Mauritius is defined as including –
the Islands of Mauritius, Rodrigues, Agalega, Tromelin, Cargados Carajos and the Chagos Archipelago, including Diego Garcia and any other island comprised in the State of Mauritius  in section 111 of the Constitution.

Let me state in unequivocal terms that it has never been and it will never be the intention of this Government to cede Agalega to any foreign country.  The Agalega Islands will always be an integral part of our territory.  

Let me also reaffirm, most emphatically the commitment of my Government to ensure that the territorial integrity and sovereignty, and rights, as well as the security interests of Mauritius are fully respected and safeguarded.
Madam Speaker,


Having said that, let me remind the House over the last twenty years subsequent Governments have been struggling to improve connectivity by air and sea to Agalega.  All efforts so far have been in vain.  Let us, therefore, welcome the offer of India for the yet another laudable initiative to carry out at its own costs the infrastructural works at Agalega for its long term socio-economic development.   
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