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1. Summary  

 
1.1 Introduction 
 
The N2 Wild Coast Toll Road Project consists of the upgrade and maintenance of 
the existing road between East London and Durban. The project also includes the 
construction of a new road link, between Port St Johns and Port Edward, which 
will reduce the total travelling distance along the planned route. With the reduced 
length of the new route, the project will span approximately 550 km of road.  

 
The project is being 
tendered by the South 
African National Roads 
Agency Ltd (SANRAL), 
a road development 

organization 
established by the 
South African 
Government. SANRAL 
has agreed to a 

public-private 
partnership (PPP) 
scheme in which 
private sector 
investors finance the 
rehabilitation and 
maintenance of the 
road in exchange for 
the rights to collect 
toll revenues over a 
contracted period. 
 
Tendering of the 
project cannot begin 
until final 

environmental 
authorization is 
obtained. A new 
Environmental Impact 
Assessment began in 
April 2005 and is 
currently underway.  

   
The project will provide a valuable new connection along South Africa’s east coast 
as well as upgrade critical existing routes. The project is considered viable from 
both a macro-economic and financial perspective.  
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1.2 SANRAL 

SANRAL is a not-for-profit independent company established by the government of 
South Africa under the South African National Roads Agency Ltd and National Roads 
Act 1998 as part of the government’s strategy to consolidate and expand the 
national roads network. It is listed as a national public entity under the Public 
Finance Management Act. The company’s sole shareholder is the South African 
Ministry of Transportation. SANRAL is responsible for the entire national road 
network of over 16 000 km, comprising both of toll and non-toll roads.  It has two 
sources of funding:  grants for non-toll roads and borrowings from the capital 
markets for toll roads and, increasingly, through the use of PPP toll road 
concessions.  

The stated objectives of the company include: to strategically plan, design, 
construct, operate, rehabilitate and maintain South Africa’s national roads and to 
generate revenues from the development and management of these assets.  
 

2. Economic Rationale 

2.1 Financing Methods: Public vs. Private 

Roads in South Africa have historically been financed through the use of fuel 
levies. In April of 1987, however, fuel levies were incorporated into the Central 
Revenue Fund in-line with the then government’s policy of consolidating its 
revenues.  Taxation revenues were no longer hypothecated for particular 
government programs. Instead, all revenues are put into a general budget and 
assigned from there according to priority. This means that income raised from the 
fuel levies cannot be directly appropriated to SANRAL but instead becomes a 
general revenue source for the government. While the intention has been to 
finance road construction through the use of these levies, at present only a small 
portion of the money raised in this manner is actually reinvested in road 
maintenance.  

Road expenditure in South Africa is currently below the optimum level. The 
priorities of poverty reduction in the country, however, make the diversion of 
more funds to road maintenance and construction a lower priority for roads.  
However, the decline in expenditure on roads has been arrested and there has 
been a steady in the amounts allocated by the fiscus for non-toll roads over the 
last few years.  Consequently, the government has begun to increasingly turn to 
the use of tolling as a means of financing road construction and maintenance.  

 

2.2 Tendering Process 

The South African National Roads Agency and the National Roads Act 1998 (Act No. 
7 of 1998) enacted official policies on the declaration, use and protection of 
national roads including: 

• The Minister of Transportation may declare any existing road or any route, 
to be a national road; 

• SANRAL may, with the Minister’s approval, declare any existing road or any 
route, to be a national road; 
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• SANRAL may authorize, for a fixed period of time, any person to finance, 
plan, design, construct, maintain or rehabilitate a national road or portions 
thereof and to operate, manage and control it as a toll road for this 
purpose; 

• The Minister, on the recommendation of SANRAL, determines any increase 
or reduction to the toll tariff charged on a toll road; 

• SANRAL may grant exemption from the payment of a toll to certain users or 
categories of vehicles; and 

• SANRAL may withdraw any of the above exemptions, restrictions or 
suspensions; 

In May of 1999, in order to facilitate the use of private sector investment through 
the use of toll roads, SANRAL developed an Unsolicited Proposal Policy. Through 
this policy, the private sector is able to submit unsolicited proposals for the 
private development, maintenance, and operation of sections of the national roads 
with funding from toll collections.   

Parties submitting an Unsolicited Proposal can be awarded Scheme Developer 
status by SANRAL should the project be viewed favourably. The Scheme Developer 
is then given an opportunity to develop its proposed scheme further in order to 
provide SANRAL with the necessary information to ascertain the financial, 
technical, and environmental feasibility of the proposal, before it is considered for 
open tender. Once the proposal has been approved, the Scheme Developer will be 
allowed to bid along with all other interested parties. 

The two most attractive Tenders will be selected by the SANRAL, from the 
promoters of which Best and Final Offers will be invited. Should the Scheme 
Developer's Tender not be among these, it will, however, be afforded the 
opportunity to also submit a Best and Final Offer, which will be evaluated along 
with those of the Selected Tenderers. 

At no stage will the SANRAL disclose any information with respect to any of the 
other Tenders submitted to the Scheme Developer. From these will then be 
selected the Preferred Tenderer with whom the SANRAL will then enter into 
negotiations. This selection will be at the sole discretion of the SANRAL and the 
SANRAL will be under no obligation to select any Preferred Tenderer.  

 

2.3 Economic Impact 

The proposed N2 Wild Coast Toll Road project aims to provide an improved, 
shorter and safer transport link between the Eastern Cape with KwaZulu-Natal. A 
quicker, more efficient transport route is viewed as an improvement to the 
national transport network and is of strategic importance to the region and the 
country as a whole.  

This proposed road has been identified as an important catalyst for the Wild Coast 
Spatial Development Initiative, which has been identified as an area for strategic 
economic development in accordance with Central Government’s Spatial 
Development Initiative (SDI) strategy. The SDI strategy is a plan to combat poverty 
that targets high level government support into developing areas where poverty 
and unemployment are high but there is great inherent economic potential.  



Wild Coast Toll Road – South Africa 
 

 

ICA Meeting: Financing Transport for Growth in Africa 5 

In addition, this proposed project is seen to have the potential to open up 
previously untapped areas of the Wild Coast, thereby creating local development 
opportunities in the short and long term. The project is a top government priority. 
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3. The Project 

3.1 Project Description 

The N2 Wild Coast Toll Road Project is intended to improve the existing road link 
between East London (Gonubie Interchange) and Durban (Isipingo Interchange) – a 
current distance of approximately 631 km. The project calls for the expansion of 
the existing highway from 4 lanes to 6 and upgrades to the existing pavement 
conditions.  
 
Approximately 80% of the total route utilises existing road alignments of the N2 
and R61 routes. The remaining 20% consists of a new section between Port St. 
Johns and Port Edward, referred to as the “Greenfields Corridor”. The Greenfields 
Corridor will shorten the journey between Durban and East London by an estimated 
81 km, reducing the total road length to 550 km. The Corridor will also serve as an 
important connection between the major centers in the Eastern Cape and 
KwaZulu-Natal such as East London, Umtata, Port St. Johns, Lusikisiki, Port 
Edward, Port Shepstone and Durban.  
 
The financial and economic assessment of the project has been undertaken with a 
30 year concession period in mind, which is the standard in South Africa. The 
actual length of the concession contract is open and subject to negotiation 
between SANRAL and the concessionaire. Major rehabilitation and construction 
works will be undertaken within the first three years of the contract. The 
concessionaire will be expected to provide for road maintenance during the 
remaining terms of the contract in exchange for toll revenues.  
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3.2 Environmental Impact 

The Wild Coast toll road project has been the subject of a fierce debate both from 
within the country and from a number of international organizations such as the 
Save the Wild Coast Campaign.  

Concerns have been raised as to the impact that the project will have on the 
natural environment of the Eastern Cape. Critics have argued that the new 
Greenfields portion of the project will be damaging to the ecologically diverse 
Pondoland Centre, part of the Maputaland-Pondoland region. There are also fears 
that the highway will detract from potential revenues to be gained from the 
region’s eco-tourism. Proponents counter that the proposed road occupies only a 
small portion of the threatened region (less than 1%) and will provide valuable 
links that help support both the Eastern Cape’s economy as a whole and its eco-
tourism potential.  

A number of protests have been raised as well on a number of local issues 
including: 

• Claims that local citizens have not been given sufficient input in the road 
development project; 

• Fears that the use of a toll collection system would prove damaging to the 
local economy; and  

• Concerns that toll collection would cause diversion of traffic onto local 
roads, which would cause increased congestion and deterioration along 
these routes.  

Following an Environmental Impact Assessment (“EIA”) concluded by Bohlweki 
Environmental in February of 2003, the project was given approval by the Ministry 
of Environmental Affairs and Tourism in December of 2003. Appeals were lodged 
with the Ministry. It was decided by the Ministry that there was a conflict of 
interests since Bohlweki had close financial ties to those interested in developing 
the toll road.  

A new EIA began in April of 2005 by CCA Environmental and is still underway. In 
October of 2007 a portion of the environmental assessment, Specialist Study on 
the Potential Impact of the Proposed N2 Wild Coast Toll Highway on Traffic 
Diversion, was submitted to SANRAL by Willem J Pienaar Tolplan Ltd. The study 
analyzed the effect that the tolls would have on road users and traffic diversion. 
The study found that the negative externalities of traffic diversion would be minor 
in all cases but the N2 Prospecton – Winklespruit section. With mitigation 
measures, however, the significance of these effects could be reduced to low 
levels. The study recommended the construction of the toll road with mitigation 
measures.  
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4. Feasibility  

4.1 Project Costs 

A list of project costs were provided in a 2002 report by the Scheme Developer and 
are included in the following table.  

(Rand, million) Structures Roadworks Other Total 

Labour 114,0 377,2  491,2 

Plant 152,0 623,2  775,2 

Materials 494,0 180,4  674,4 

Fuel 0 459,2  459,2 

Toll facilities   100 100,0 

Land Acquisition   45 45,0 

Total 760,0 1 640,0 145 2 545,0 

 

Total project cost was estimated at R 2,545 million (roughly USD 380 million). 
These figures include contingencies, design and planning, but not VAT.  

 

4.2 Maintenance and Operating Costs 

A Socio-Economic Impact Assessment for the project was undertaken to assess the 
project’s economic and financial feasibility. The study included estimates of the 
maintenance and operating costs needed to maintain the project. The study 
considered the N1 North and N1 South highways to be the most appropriate for the 
purposes of comparison. The annual maintenance costs for these stretches of road 
were R92,000 and R95,600 respectively. For the purposes of their financial 
analysis, the report used the value of R100,000 per km per annum; providing a 
total of R55 million per year in maintenance and operating costs.  

 

4.3 Traffic Volumes 

A report issued by the Scheme-Developers concluded that the project would 
generate: 

• 216 new vehicles per day on the road between East London and Port 
Shepstone; 

• 508 vehicles per day between Umtata and Durban; 

• 1025 vehicles per day that would be attracted from the existing N2 between 
Umtata and Port Shepstone to the new route via Lusikisiki; 

• 173 vehicles per day from the existing R61 via Bizana to the new route.  

Should the road be tolled, not all of this traffic would be realised. Using a 
modelled traffic diversion curve, the Socio-Economic Impact Assessment concluded 
that when the toll rate is set at 83.2% of road user savings, 75% of the new traffic 
is generated. 
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4.4 Toll Implementation Strategy 

The toll tariffs and discounts would only be fixed and negotiated with SANRAL 
after tenders for the concession contract were submitted. Each party tendering 
would submit its proposed tolling strategy, including special discounts. It is 
common practice in South Africa to offer discounts to certain user groups. Common 
methods include discounts to frequent users, local users, and discounts based on 
the time of day that the road user passes through the plaza. These discounts are 
negotiated between the concessionaire and SANRAL.  

Upon being awarded the concession contract, the concessionaire becomes 
responsible for the operation and maintenance of the road for the duration of the 
contract. This would entail responsibility for toll collection, toll plazas, traffic 
management, overloading control, traffic and pedestrian safety and maintenance 
of all aspects of the road and road service.  

 

4.5 Road User Savings 

The Socio-Economic Impact Assessment created an intricate calculation of the 
benefits that would be accrued by road users. This calculation was done by 
comparing the Vehicle Operating Costs (VOC), the time costs, and the accident 
costs of the current road compared to the expected costs on users after project 
rehabilitation.  

The following steps were used in the calculations: 

• From the characteristics (road condition and traffic volume) of the road 
sections: the speeds and VOC of the different vehicle types were 
determined; 

• These were used together with the vehicle composition to calculate the 
average VOC and travel time.  

• The accident rates were determined from statistical data provided by 
SANRAL and characteristics of the road sections.  

• The section length, traffic volume, and the above details were then 
combined to determine the VOC, time costs, and accident costs.  

The analysis generated a total road user savings of R365 million for year 1, growing 
thereafter in line with traffic (note that the road opens in year 4 in this notation). 

 

4.6 Financial Analysis 

A financial anlysis was conducted with a projected a 30-year period (the usual 
concession length for a toll road in South Africa) and an 8% discount rate (as 
recommended by the Development Bank of Southern Africa). 

The analysis used a 3-year construction period and no residual value. It was 
assumed that toll income would be 83.2% of the total savings in user costs. Three 
different traffic growth rates of 2%, 4%, and 6% respectively were used in the 
analysis. 
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Below are the results of their findings. Values are in R million.  

Benefits Total Benefits Total Benefits Total 
Year Cost 

Mainte
nance Traffic growth: 2% Traffic growth: 4% Traffic growth: 6% 

1 -696.1   -696.1  -696.1  -696.1 

2 -964.6   -964.6  -964.6  -964.6 

3 -839.3   -839.3  -839.3  -839.3 

4  -55.0 322.7 267.7 342.0 287.0 362.2 307.2 

5  -55.0 329.1 274.1 355.7 300.7 383.9 328.9 

6  -55.0 335.7 280.7 370.0 315.0 406.9 351.9 

7  -55.0 342.4 287.4 384.8 329.8 431.3 376.3 

8  -55.0 349.3 294.3 400.1 345.1 457.2 402.2 

9  -55.0 356.3 301.3 416.1 361.1 484.6 429.6 

10  -55.0 363.4 308.4 432.8 377.8 513.7 458.7 

11  -55.0 370.7 315.7 450.1 395.1 544.6 489.6 

12  -55.0 378.1 323.1 468.1 413.1 577.2 522.2 

13  -55.0 385.6 330.6 486.8 431.8 611.9 556.9 

14  -55.0 393.4 338.4 506.3 451.3 648.6 593.6 

15  -55.0 401.2 346.2 526.6 471.6 687.5 632.5 

16  -55.0 409.2 354.2 547.6 492.6 728.7 673.7 

17  -55.0 417.4 362.4 569.5 514.5 772.5 717.5 

18  -55.0 425.8 370.8 592.3 537.3 818.8 763.8 

19  -55.0 434.3 379.3 616.0 561.0 867.9 812.9 

20  -55.0 443.0 388.0 640.6 585.6 920.0 865.0 

21  -55.0 451.8 396.8 666.3 611.3 975.2 920.2 

22  -55.0 460.9 405.9 692.9 637.9 1033.7 978.7 

23  -55.0 470.1 415.1 720.6 665.6 1095.7 1040.7 

24  -55.0 479.5 424.5 749.5 694.5 1161.5 1106.5 

25  -55.0 489.1 434.1 779.4 724.4 1231.2 1176.2 

26  -55.0 498.9 443.9 810.6 755.6 1305.0 1250.0 

27  -55.0 508.8 453.8 843.0 788.0 1383.4 1328.4 

28  -55.0 519.0 464.0 876.8 821.8 1466.4 1411.4 

29  -55.0 529.4 474.4 911.8 856.8 1554.3 1499.3 

30  -55.0 540.0 485.0 948.3 893.3 1647.6 1592.6 

 NPV   741.8  1722.7  3081.5 

 IRR   10.9%  13.6%  16.3% 

 

From this analysis, it was determined that the project was financially viable under 
all modeled traffic growth scenarios. The IRR for the mid level traffic growth 
scenario (4% growth) was 13.6%.  

The Assessment noted that for these toll levels to be applied, the new Greenfields 
road section (Umtata to Port Shepstone) would have to be tolled at exceptionally 
high rates to reflect the high road user savings that would be generated from this 
new route. These toll rates effectively translate to the following tolls:    

 

Section Toll Tariff (R/km) Total Tariff 

East London to Umtata 0.092 19.65 
Umtata to Port Shepstone 1.138 265.63 
Port Shepstone to Durban 0.329 34.05 
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This would make the toll tariff along the Greenfields the highest per km in all of 
South Africa. The study pointed out, however, that there is no toll road that 
provides the same distance savings as the Greenfields and that the rate or return 
indicated that the project could decrease the toll and still show financial viability.  

The analysis also does not include special considerations that must be made for 
impoverished or special groups.  

 

4.7 Tendering Documents: 

More detailed project information including traffic streams and detailed 
construction costs are available in the project’s tender documents. Consultants 
will be expected to make their own traffic predictions and revenue calculations 
based on the information provided by SANRAL. The tender documents will not be 
released until final environmental authorization is obtained.  

 

5. Development Status 

5.1 Project Background 

The Wild Coast area (the section of South Africa between Lusikisiki and Port 
Edward) has long been viewed as a promising target for road improvement and 
development. For more than 20 years road developers have identified and 
evaluated numerous alternate routes through the Wild Coast area. Alternatives 
considered have included routes in close proximity to the coastline, as well as ones 
further inland. These proposed routes and corridors never advanced beyond 
conceptual stage, with no formal project being initiated until the N2 Wild Coast 
Consortium (“the Consortium”) submitted an Unsolicited Proposal to SANRAL in 
mid-2000 and were awarded the role of Scheme Developer.  

The project will not proceed to tender until it is approved by the Ministry of 
Environmental Affairs and Tourism. An EIA began in April 2005 and is still 
underway.  

 

6. Project Contact 

6.1 SANRAL Contact 
 
The project contact is the CEO of SANRAL. He can be reached via his personal 
assistant, Ms. Susan Silva: 
 
Ms. Susan Silva 
Tel: +27 (0) 12 426 6001 
Fax: +27 (0) 12 426 6001 
Mobile: +27 (0) 83 283 6097 


