20/ 01/ 1999

The price of a snmooth ride

AN I NCREASE in toll charges has never failed to invite controversy, even
when the econony was doing very well. The latest increase in toll charges
that has been approved by the Governnent is, naturally, nore so given the
econom ¢ problens faced by the country and the people. Wiich was why
consumer groups, non-governmental organisations and political parties had
expressed their reservations about the |atest increase in toll rates. The
mai n talking point is that at a time when everybody suffers, the highway
concessi onaires should ideally absorb the | osses and gi ve hi ghway users
sonet hing to cheer about for a change.

Unfortunately, that will involve a |lot of other adjustnments that may be
even less ideal. Toll rate increases - not just toll charges - are the
nost i nmportant factor that has enabl ed the Government to pass on the
responsi bility of constructing and maintai ni ng hi ghways to the private
sector. The nature of the privatization of hi ghways has al ways been based
on the concessi on agreenent signed between the Governnment and the
concessionaires. What a concessi on agreenent spells out is the willingness
of the concessionaires, such as Projek Lebuhraya Uara Selatan (PLUS), the
Nort h- Sout h Expressway and Expressway Li nkaran Tengah Sdn Bhd (ELITE), to
accept the huge risks involved as well as the | ong gestation period for
each project. The toll they charge as stipulated in the concession
agreenments ensures that they neet all their financial comitnments over a
| ong period of time. These conpani es depend heavily - sonetines solely -
on toll collections to service their |oans.

An adjustment to the toll rate is nade periodically and this is al so
stipulated in the concession agreement. By right, the exercise should be
academ ¢ but there were exceptions to the rule. In late 1997, for exanple,
the Governnent decided to defer a scheduled increase in toll charges
because of the economic difficulties arising fromthe currency probl ens
facing the regi on. Wien such happens, the Governnent will have to
conmpensat e the concessionaire or the conpany involved will have to seek a
| onger concession period. The concessionaire nmay al so be forced to
restructure its loans with the banks as its original forecasts over the
concessi on period may no | onger be applicable. Froman investor's

st andpoi nt, goi ng back on what has been agreed upon is not ideal at all
Waile there are no foreigners involved in the rel ated hi ghway projects,
there are several participating in other Governnment privatized projects.
A way out is never sinple and the Governnent's predicanment in the case

of the latest round of toll rate increases begs the understandi ng of

hi ghway users. After all, according to Prine Mnister Datuk Seri Dr
Mahat hi r Mohamad, the Governnment has deci ded to absorb 60 per cent of the
actual toll charges to be inposed. Hence, while the toll increase nmeans

t he Government does not have to pay 100 per cent conpensation to hi ghway
concessionaires, it has been approved at a great cost to it. The idea
thing, which is for the conpanies to give toll rate increases a skip, nay
be a bit too much to ask right now given that the conpanies are al so
facing great difficulties.

The investrent involved in building and then maintaining a world cl ass

hi ghway |i ke the 848km North-South Expressway is huge. The price the users
have to pay - considering how nmany tinmes the toll charges have been

i ncreased over the last decade - is also not small. At the end of the day,
however, the price highway users pay nust be nmeasured agai nst the benefits



they derive fromusing the facility. Fromthe very begi nning of the
privatization programme, the Governnent has said that there will be
alternative roads for those who do not wi sh to use privatized hi ghways and
roads. As long as these alternatives continue to be made avail abl e,
motorists will always have a choice as to the route they wi sh to take.
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