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Paris, June 19, 2016   

Motorway French investment plan: Arafer recommends a review of 

project financing terms 

Responsible for providing independent expertise, the French rail and road regulatory body (Arafer) 

has given an opinion on the amendment agreements earmarked to implement the motorway 

investment plan announced by the French government worth more than 800 million euro. 

Arafer received a request for an advisory opinion on 13 March 2017 concerning the amendments of 

7 concession contracts between the State and the motorway companies APRR, Area, ASF, Escota, 

Cofiroute, Sanef and SAPN, following an agreement reached last January on a new motorway 

investment plan. 

Pursuant to the provisions introduced by the so-called ‘Macron’ law, it is now mandatory for the 

regulator to be consulted, before signature, on any amendment to an existing contract, where a 

change to motorway tolls or to the duration of the concession agreement is at stake. That opinion 

shall be made public. 

The motorway investment plan focuses on the implementation of 57 operations for an estimated 

overall construction cost of 803.5 million euro. The investments are to be mainly financed by toll 

increase, between 0.1% and 0.4% annually over 2019, 2020 and 2021, and, grants from local 

authorities totalling 220 million euro. 

The majority of these operations involve the construction or improvement of motorway interchanges 

(€484 million) and works to improve the network’s role in environmental integration such as anti-

noise barriers and wildlife crossings (€237 million). 

 

ARAFER’S METHOD OF ANALYSIS 

To carry out the mandate assigned to it and to opine on the compliance of each amendment 

agreement, five criteria guided Arafer’s analysis: 

 Verification of the concessionaire’s obligations: do the proposed operations already fall within the 

scope of the obligations set out in the concession contract or in the previously signed 

amendments 

 Construction costs: are the operating and capital costs corresponding to the new operations 

accurately assessed, in order to avoid a risk of over-financing by the motorway user? 
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 Economic equilibrium of the project: given the toll increase to compensate new investments, is 

the level of return on capital invested by the concessionaire reasonable and consistent with 

market conditions? 

 Risk sharing between the contractor and the concession holder: does the contract contain 

safeguards provided for by law in the event that revenues exceed expectations? 

ARAFER’S CONCLUSIONS 

Based on the information it received, Arafer considers that it is not appropriate for the motorway user 

to bear the financing costs with respect to 23 operations (representing approximately 34% of the 

plan’s total construction costs): either because the projects correspond to obligations already 

provided by the contracts, or because it has not been established that they are strictly necessary or 

useful for the operation of the motorway, irrespective of other reasons of utility. 

Analysis of operations set out in the motorway investment plan  
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Details of operations for which funding by the user appears unjustified 

 

 

 

To analyse the estimated cost of operations, which determines the toll increase, Arafer relied on 

comparisons not only with public reference costs but also with recent motorway market costs, with 

respect to similar operations. 

For those operations, the financing of those justifying a toll increase, the analyses conducted show 

that, for 17% of the total investment amount, the costs are 10% higher than the benchmarks 

established by Arafer; for 24% of the total investment amount, the costs are 20 to 30% higher and 

for 41%, they are over 30% higher. 
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Analysis of cost of operations eligible for user financing 

 

 

Based on slightly different assumptions, Arafer and the State nevertheless lead to the same 

estimation of internal rate of return (IRR) of projects. 

However, and even if it is lower compared with the negotiation outcome in the context of the 

motorway recovery plan, this level of remuneration would exceed the cost of capital, according to 

both contracting authority and Arafer estimates, without any particular risk factor justifying this 

favourable gap to the concessionary companies. 

Arafer concludes from its analysis that the proposed upward toll increase exceeds the fair level that it 

would be justified for users to pay. It considers, in particular, that the level of remuneration of 

concessionary companies should be more consistent with the risks borne. 

Consequently, it recommends a review of the amendment agreements prior to any signing. 

 

 Consult the opinions published on 19 June 2017 (in French) 

http://www.arafer.fr/les-autoroutes/les-avis-et-decisions-des-autoroutes/?fwp_date=2017-06-19%2C&fwp_types_de_document_avis_dcisions=avis&fwp_anne_avis_dcisions=2017&fwp_thmes_avis_dcisions=autoroutes
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About Arafer 

Since 2010, the French railway sector has had an independent regulatory body which accompanies its gradual opening to 

competition. The “Macron” Act of 6 August 2015 extends the powers of the regulator to road activities: coach transport and 

motorways. 

On 15 October 2015, the rail regulatory body became the rail and road regulatory body (Arafer). Its mission is to contribute to 

the efficient operation of the public service and competitive activities for the benefit of rail and road transport customers. Its 

public opinions and decisions are adopted by a group composed of seven independent members chosen due to their expertise 

in railway, road, legal or economic matters or because of their expertise in competition matters and has been chaired since 

August 2016 by Bernard Roman. 

http://www.arafer.fr/

