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Key Messages

This report summarizes the proceedings of the
Deepening Public-Private Partnerships (PPPs)
workshop held in Beijing on 25-26 November
2014. The workshop was sponsored by the Ministry
of Finance of the People’s Republic of China (PRC),
and the Asian Development Bank (ADB), and
coorganized by the PPP Research Committee led
by the Research Institute for Fiscal Science.

More than 100 participants from 18 countries
attended the workshop from central governments,
local governments, the financial and consulting
sectors, academia, and development partner
institutions. The proceedings focused on
identifying (i) new developments in PPPs in the
region and further abroad, (ii) ingredients for
a successful enabling environment for PPPs,
(i) good institutional models for promoting and
regulating the use of PPPs, and (iv) good practices
for managing the fiscal risk of PPPs.

The workshop provided an opportunity to
stocktake approaches to PPPs in Asia and the
Pacific, and to set out new approaches that learn
from the experience in the region and elsewhere.
Experience was shared from PPP programs at
various stages of development. Many fundamental
similarities across PPP programs were identified, in
terms of the challenges faced and the solutions
adopted.

There was consensus on the need for a strong legal
and regulatory environment. Important elements
of this environment included high-level political
commitment, standardization of documentation
and processes, and evaluation of value-for-money

Summary

throughout a project’s development. Several
speakers also emphasized the importance of
having in place mechanisms to anticipate and deal
with changes in underlying conditions of contracts
and disputes. As one speaker explained, PPPs are
a marriage, not the wedding. Many PPPs inevitably
fall into dispute. This makes it necessary to have
mechanisms in place to deal with the rough patches
without interrupting service delivery.

The case studies also revealed some higher-level
differences between countries’ PPP programs.
Participants spoke of the need to tailor PPP programs
to each country’s objectives for using PPPs and its
political, fiscal, and institutional constraints and
unique market conditions. Discussions revealed
how it is difficult to get PPP programs “right”
from day one. Even the longest-lasting and most
successful PPP programs have evolved through
frequent refinements in the occasional change in
direction.

In  examining institutional arrangements,
participants emphasized that it is important
(and common practice) to have a centralized
body responsible for PPPs at a national level, and
gradually, over time, at the local level (depending
on a country’s size and governance arrangements).
There was broad agreement that, for such
bodies to be effective, the public sector needs
to find ways to bring expertise to the table that
is comparable to expertise in the private sector,
and it is necessary to have staff with the right
education and skills. Having actual experience in
doing PPPs was also identified as highly valuable.
It was made clear there are a range of institutional
options that can and have worked well, with PPP
units or PPP agencies attached to ministries of



finance and planning agencies, or established as
quasi-independent bodies.

The potential fiscal risk from PPPs was also
emphasized and analyzed. It was recognized

that fiscal agencies need to pay close attention
to understanding and factoring these risks into
fiscal management, and ensure that prevention
and control mechanisms tailored to PPPs are
in place.



From the presentation of Yingming Yang, Deputy
Director General, Department of International
Economic and Financial Cooperation, Ministry
of Finance, PRC

Respected Director General, Ayumi Konishi,
distinguished guests, ladies and gentlemen, good
morning. | am very glad | could have the chance to
participate in this PRC-ADB knowledge-sharing
platform—deepening PPP workshop. On behalf
of the Ministry of Finance (MOF) of the PRC, |
would like to deliver my sincere welcome to all the
participants and also give our sincere gratitude to
our collaborator: ADB.

In recent years, through our joint effort, South-
South knowledge-sharing has become an
important platform for raising long-term benefits
and enriching our international cooperation. As
our country is the largest developing economy, we
would like to share our experience in development
with other countries to improve the endogenous
capacity of developing economies to realize
growth. Therefore, the PRC, ADB, the World Bank,
the International Monetary Fund, the Organisation
for Economic Co-operation and Development, and
other multilateral development organizations have
jointly built many knowledge-sharing platforms.
Among them is the PRC-ADB Knowledge-Sharing
Platform initiated by the MOF and ADB, whose
preference is to build an innovative South-South
knowledge-sharing mechanism for all developing
members of ADB to share knowledge and
experience in development. Since its foundation,
this platform has held five seminars/workshops.
Each one surrounded our common concerns in
the development of nations in the Asia and Pacific
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region, and served as the basis for the beginning
of experience-sharing at the policy level.

Currently, the PPP model is emerging on a global
scale. Due to their competitive advantages in
leveraging private investments in infrastructure
facilities, PPPs have attracted a lot of attention
and interest. This workshop takes PPPs as its
theme and provides a forum for many experts
to exchange knowledge and experiences. It will
undoubtedly produce some intellectual properties
for the developing nations in this region, including
the PRC, to promote the use of PPPs,

In this regard, the PRC-ADB platform has just
pulled off another important conference, which is
very meaningful for policy and practice.

Although the global economy is on its way to
restructuring and recovery, we are still facing many
challenges and risks. Many developed nations are
still facing structural problems while the growth
of developing nations and emerging markets has
slowed down.

Countries are facing lots of new challenges, and
many countries at different stages of development
are facing the dilemma of growth. On the one hand,
they need to increase effective demand, especially
for infrastructure and other long-term productive
investments, to support economic recovery. On
the other hand, governments are facing a lot
of restrictions on expanding fiscal spending to
increase effective demand because there is not
enough fiscal space during slow economic recovery.
Within this context, the PPP model has become a
very important tool for solving this dilemma.



The first benefit of the PPP model is it can help
leverage plural sources of long-term funding
to surmount the challenge of financing for
development. According to recent United Nations
statistics, global savings are expected to reach
over US$18 trillion. For the same period, the
World Bank estimates that, by 2030, all the
emerging economies in the world will require
about US$14 trillion investment. So, right now, we
do not lack money; but we lack efficient channels
and models of financing. As a new financing
model through which the public sector and the
private sector complement each other, PPPs can
effectively mobilize and integrate three sources
of long-term funding:

* Firstis the public funding from the government,
the goal of which is to maximize social benefits.
In the PPP model, it plays the role of leveraging
or attracting private capital.

* Secondis funding from the private sector which
seeks maximum profits. The mobilization of
the private sector in PPP projects can lower
our project costs and increase our efficiency in
providing public services and products.

* Third is institutional investment that looks
for long-term and stable revenue, like the
pension fund and sovereign wealth funds. The
involvement of institutional investors can help
spread the financial risks of PPP projects and
maintain the stability of capital supply in the
long run.

The second benefit of PPPs is that they can drive
institutional transformation. At the macro level, due
to the financial crisis, the international community
again recognized that both the public and private
sectors are important players in achieving long-
term development. But how to properly balance
their roles has posed a conundrum to both the
economics theory and the real practice. From
this angle, the PPP model is not just a financing
innovation. It is an institutional innovation that
can organically combine the advantages of the
public sector with those of the invisible hand
and better optimize the supply and allocation of
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public monies. At the intermediate level, we can
see that PPPs call for reforms in many aspects and
at different levels, such as the construction of a
legal framework, transformation of government
functions, government debt management, and
investment and financing mechanism innovation.
These reforms are going to further release
more institutional bonuses to stimulate internal
economic growth.

The third benefit of the PPP model is that it can
help achieve win-win results for many parties and
bust the difficulty of “win-win cooperation” in
development. PPPs can help the government shake
off some of its debt and payment obligations and
alleviate its pressure of expenditure in theimmediate
fiscal year. PPPs can also provide a low-cost and
highly efficient public product supply mechanism,
and lower the possibility of fiscal unsustainability.
For private investors, the PPP model creates a more
convenient access to more sectors such as energy,
transport, and public services. For the society, the
PPP model can improve the quality and efficiency
of public products and services.

Of course, the PPP model is not a panacea. The
benefits brought by PPPs in raising efficiency of
financing and public products provision may be
offset by many factors. For example, the financing
cost of private enterprises is always higher than that
of the government; the transaction cost of a PPP is
very high and profiteering may occur as enterprises
always seek profits. Also, from a government-
budget perspective, PPPs only change the timeline
of government payments, but do not change
the total amount of payment. Without sufficient
surveillance, PPPs can actually lead to huge hidden
public debt.

So it is important that we exchange not only
successful stories but also lessons of failures to help
us seek the advantages of PPPs and, at the same
time, avoid their disadvantages. | also hope that our
exchange will help us to develop this new financing
model of PPPs into a duplicable and promotable
mature mechanism.



The PRC has recently entered into a critical period
of transformation. Our public finance has met
an unprecedentedly arduous task in the historical
course of deepening reform comprehensively.
As the PRC’s economy slows down from a double-
digit speed to a medium and high pace, the
growth of the Government of the PRC’s revenue
will decrease as a result. However, the pressure
on government expenditure keeps climbing.
According to an estimate, by 2020, RMB42 trillion
(around US$7 trillion at current exchange rate) will
be required by the PRC’s urbanization. That is to
say, by 2020, $1 trillion investment is needed per
year by urbanization alone. Therefore, the
established Chinese model which heavily relies
on government contribution cannot be sustained.
That is why we promote the use of PPPs to
inject new momentum to the PRC’s long-term
development.

There is an old saying in Chinese, which says
“stones from other hills may serve to polish jade
of this one”. As a newcomer to PPPs, the PRC has
to draw on the advanced concepts and experience
of the international community and adapt them
to our situation. We have to build up our own PPP
legal framework, policy framework, and operational
model to suit our needs.

There is another saying in Chinese that says “all the
long marches are starting from one step ahead”.
As a PPP practitioner, the PRC has already taken
very firm steps. First, we have rolled out to private
investors 80 pilot projects in major infrastructure
sectors, the new generation information and
communications technology infrastructure,
and clean energy engineering to try to make a
breakthrough. Second, we are now in the process
of establishing PPP centers for the central and
local governments to standardize and manage
contracts. Third, we will, on the principle of win-
win cooperation, provide US$5 million in grants
to support PPP development in infrastructure and
capacity building in developing economies within
this region through ADB’s China Poverty Alleviation
and Regional Cooperation Fund.
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In past cooperation between the PRC, ADB, and
other multilateral development agencies, we have
always emphasized the importance of knowledge-
sharing and built a virtuous “four in one” cycle
of knowledge-sharing, project cooperation,
institutional innovation, and experience
dissemination. This important piece of experience,
which we gained through practice, also applies to
the promotion of the PPP model. | hope today’s
workshop will not only focus on knowledge-sharing
and policy communication, but also, based on
realistic need, identify new areas of PPP practical
cooperation. | also expect that all experts can have
a very frank and open dialogue over PPPs and offer
knowledge and insights into policy making, project
management, and capital input.

At last, | wish this workshop a complete success
and every participant all the best during your stay
in Beijing. Thanks!

From the presentation of Ayumi Konishi, Director
General, East Asia Department, ADB

Deputy directors general Yang Yingmin and Jiao
Xiaoping, distinguished guests, friends, colleagues,
ladies and gentlemen, good morning to you all.

On behalf of the Asian Development Bank,
| first would like to extend my warm welcome
to all of you here this morning for this 6th PRC-
ADB Knowledge-Sharing Platform. The Asian
Development Bank (ADB) is very pleased and
grateful for this opportunity to work with the
Ministry of Finance to bring together policy
makers and practitioners from across the Asia
and Pacific region on the promotion of public-
private partnerships, or PPPs.

The Knowledge-Sharing Platform was established
in 2009 with the objective of sharing knowledge,
facilitating dialogue, and strengthening partnerships
and networks among the governments of the PRC
and other ADB developing member countries. The
platform focuses on emergingissues and challenges
faced by developing countries in the region.



ADB brings to this partnership its strength in
knowledge management, dissemination, and
sharing, all aimed at mobilizing resources and
maximizing returns on its regional experience.
The PRC, in turn, contributes its wide and deep
development experience and its strong desire
and support to promote South-South knowledge
cooperation.

The five platforms held to-date have covered
a wide range of topics, from sustainable
urbanization, to transport, and to technical and
vocational education and training. This event, the
sixth platform, is aiming to help ADB’s developing
member countries make further progress in their
respective PPP agenda.

PPPs are now a much-talked-about topic in the
region. In the PRC, they are part of the public
finance reforms initiated by the Third Plenary
Session of the 18th Central Committee of the
Communist Party of China held on 9-12 November
2013. PPPs are expected to help enable the market
play a decisive role in the PRC’s development. PPPs
were also featured in the APEC summit meeting
held earlier this month here in Beijing, as well as
at the recent G20 meeting, among other fora. As
the host of APEC this year, the PRC organized a
number of events on PPPs throughout the year
underthe APEC Finance Ministers Process, with the
compilation of case studies and the development
of the “roadmap.” This stocktaking of 44 projects
has been made available for you today. We were
honored to work with the PRC’s Ministry of Finance
in those efforts.

As a result of a few decades of strong growth,
most of the region’s developing economies have
already reached the middle-income status. As the
countries attain middle-income status, the social
demand for public services, including public
infrastructure, increased substantially. With the
region’s economies expected to continue to grow
at an average of some 6.4% during the 2015-2020
period, we expect a corresponding or an even larger
increase in the need to provide public services. By
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With the region’s economies expected to continue
to grow at an average of some 6.4% during the
2015-2020 period, we expect corresponding or even
lager increase in the need to provide public services.

2050, two-thirds of the region’s population is
expected to be living in urban areas, up from the
current 40%, requiring a large investment to
develop urban infrastructure. Aging populations
and the need to address increasing inequalities and
environmental degradation also call for better
public services. As the middle-income country
status is also accompanied by the emergence of a
stronger private sector, there are expectations for
possible involvement of the private sector in the
provision of public services through PPPs.

Unleashing the region’s potential with the
participation of the private sector to meet
emerging or growing development challenges rests
on deepening of reforms. Changing perceptions
on the role of the market, and of the government’s
responsibility to guide the market, are at the
forefront of the needed reforms. The region’s
governments are increasingly looking to the private
sectorto play agreaterrolein achieving the inclusive
and environmentally sustainable growth that is at
the heart of the region’s development agenda.

The need for new partnerships between
governments and the private sector is most
evident in infrastructure. While infrastructure
has been developed as the region’s economies
have grown, significant gaps and considerable
regional variations remain. It is often quoted that
an investment in infrastructure in the order of
US$800 billion is annually needed up to 2020,
and the private sector is expected to be a key
player in addressing this need. The private sector
is also expected to increase its contribution to the
delivery of social services, the demand for which is
also immense and growing fast.

PPPs are providing the region’s governments a tool
formobilizing the private sector’s contribution. PPPs



are providing performance-based approaches to
service delivery that foster competition, encourage
life-cycle asset management, and provide access
to new service providers and sources of finance.
PPPs are helping deliver more public services while
helping ensure that resources are allocated to their
best use and are used efficiently.

In fact, the Asia and Pacific region already has
extensive experiences with PPPs, both positive
and negative. More countries are pursuing PPPs,
improving the enabling environment, establishing
and then strengthening PPP units, and preparing
themselves for the fiscal challenges arising from
PPPs. We are seeing more interest from operators
and investors from within Asia and the Pacific in
PPP projects in the region.

This 6th PRC-ADB Knowledge-Sharing Platform
is an opportunity to share the lessons and insights
gained from experiences in the region and as well as
those from other parts of the world. It will cover a
range of topics related to PPPs with a focus on new
ways of using PPPs, their financing, institutional
reform, and fiscal management.

I would like to touch upon three key messages that
stand out:

One is that PPPs are an evolving tool. Many
countries that use PPPs started out with projectsin
economic infrastructure, such as toll roads, power
stations, and water and wastewater treatment
plants. This was as much the case in the Asia and
Pacific region as elsewhere in the world. But PPPs
can do a lot more. The Philippines, for example, is
now implementing a much-needed expansion in
education using PPPs, building on the experience
of the Republic of Korea, the United Kingdom,
and Australia, among others. Malaysia is using
PPPs to deliver support services across its hospital
system. Here in the PRC, its subway system is being
expanded using PPPs,and PPPs are now widespread
in solid waste management.
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The evolution in the areas of the economy using
PPPs has been accompanied by an evolution on
how governments approached PPP financing.
Spurred on by the decline in activities following
the 2008 global economic and financial crisis,
governments are reconsidering their role. In the
United Kingdom for example, the government
established a guarantee scheme for PPPs, and
is taking an equity stake in PPPs. Europe has put
in place a bond guarantee scheme for priority
infrastructure projects, including PPPs. India’s
infrastructure funds continue to expand, and
guarantee and take-out financing schemes are
also expanding. Viability gap funds are being used
more widely.

The broader application of these new ideas on the
use of PPPs and their financing is worth considering
in our region.

The second key message is that the PPPs agenda
is much more than a series of projects. Notably,
PPPs can help governments reorient themselves
toward a results-based approach to management.
In other words, PPPs can help governments change
their roles from being the supplier of services to
the buyer of services. PPPs can help countries
build a new relationship with the private sector
and provide business opportunities that will help
private firms grow.

The importance of looking beyond projects is
also evidenced by the linkages between PPPs and
the finance sector. Although Asia is a high-savings
region, there are actually gaps in long-term savings,
with much of Asia’s savings held in short-term bank
deposits. This situation is changing as populations
are aging and the strengthening of financial market
policyandregulation fosteran expansionin pension
funds and insurance companies. Designing PPPs in
such a way to attract these institutional investors
can provide an expanding asset base needed by
pension funds and insurance companies, and help
deepen the finance sector. This deepening of the



finance sector, at the same time will help PPP
projects secure long-term financing at lower costs,
and avoid a dependence on commercial banks and
their short-term focus.

The third key message | would like to highlight
today is the importance of project development
capacity. Good project identification, combined
with solid project preparation, is an essential
ingredient to a successful PPP program. This point
was emphasized recently by a combined statement
from the heads of multilateral development
banks and the International Monetary Fund. They
noted that a critical barrier to achieving an uplift
in infrastructure investment in emerging and
developing economies is an insufficient pipeline
of bankable projects ready to be implemented.

| am pleased to report that ADB is taking actions
to help strengthen project development capacity in
Asia and the Pacific.

First, ADB has just established a new dedicated
unit called the Office of Public-Private Partnership.
One of the key functions of this new office is the
provision of transaction advisory services to help
ADB’s developing member countries bring bankable
projects to the market. The new office will provide
advice on project marketing, deal structuring, bid
packaging, and strategy so that governments are
able to complete their transactions and reach
financial close.

Second, ADB has just approved the establishment
of the Asia-Pacific Project Preparation Facility
(AP3F), which will provide ADB’s developing
member countries the resources to prepare good
projects. ADB will also administer the US$5 million
technical assistance (TA) that the PRC recently
announced at the APEC Finance Ministers Meeting.
The TA is hoped to be scaled up with support
from other donors and will help countries improve
their capacity to conduct project prefeasibility and
preparation.
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These initiatives expand on the support already
available from our regional departments, which
will continue to lead country operations. We will
continue to help countries raise awareness and
build capacity for PPPs, improve the investment
climate through better legal and regulatory
frameworks, develop PPP policies and integrate
PPPsinto planning and budget systems. We will also
continue to help establish project development
facilities and financing initiatives at the country
level that can invest in PPPs or provide guarantee
schemes for the transactions, based on the
experience from across the region, such as in India,
Indonesia, Pakistan, and the Philippines, although
we fully appreciate that each country is different
and they need to develop their own, tailored project
development facilities and financing initiatives. As
part of our public sector portfolio, we also continue
to support the governments’ participation in PPP
projects.

In concluding my welcoming speech, | would
like to inform you that we intend to prepare a
publication based on the insights from this 6th
PRC-ADB Knowledge-Sharing Platform for wide
dissemination in the Asia and Pacific region. The
main presentations will soon be circulated here
in the PRC through PPPwiki, a social media site
established by our Beijing office.

| encourage all participants to actively participate
in this event and share your views, your suggestions
on what the region can do next to realize the full
potential of PPPs.

| would like to thank once again the opportunity
for the Asian Development Bank to support
this important event. | wish you all a fruitful and
productive workshop.

Thank you.






Experience from the People's Republic of
China (PRC)

From the presentation of Xiaoping Jiao, Deputy
Director General, China Clean Development
Mechanism Fund, Ministry of Finance, PRC

Today what | would like to share with you is the
PRC’s PPP story, including its past, present, and
future.

A Chinese saying goes like this, “taking history as a
mirror, one can know the ups and downs ahead”. |
will start my speech from the PRC’s PPP in the past.

The PRC’s experience with PPPs in the broad sense
dates backto the 1980s with the household contract
responsibility system in the rural area. Under this
program, the ownership and management rights
of farmland were contracted to farmers. This is
the first example of the PPP model in the PRC. But
the PPP model we discuss today refers to private
investment in infrastructure in the narrow sense
as defined by the World Bank. So the story of the

Figure T:
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PRC’s PPP program, in the narrow sense, starts
from the 1990s.

From the 1990s to 2008, two stages can be
witnessed. The first stage was in the years following
the reform and opening up policy. At that time,
our domestic private businesses were in a weak
position and our PPP program in the 1990s was
closely related to attracting foreign capital. As it
well entered into the first decade of 2000s, our
domestic private sector, which had accumulated
a lot of capital in the 1990s, replaced foreign
enterprises and became an important player in the
PRC’s PPP program.

The World Bank has provided a figure to depict
the PPP development in the PRC. But in this
figure, the private sector excludes the PRC’s state-
owned enterprises (SOEs). In our discussion of the
PRC’s past experience in PPPs, the private sector,
however, includes foreign-funded enterprises, the
PRC’s private enterprises, as well as those SOEs
that have established a modern corporate system
during the market-oriented reform.

Private Participation in Infrastructure Projects in the PRC, by Sector
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From the figure, we can see fluctuations before
2008. 1997 saw a recession due to the Asian
financial crisis and the withdrawal of foreign capital.
The second drastic reduction of private investment
was found in 2008 when the role of foreign-funded
enterprises had already been greatly reduced in the
PRC. This dip was the result of the government’s
RMB4 trillion stimulus package that crowded out
private investments in infrastructure.

The PPP projects that the PRC attracted since the
1990s have been concentrated in infrastructure,
energy, water, etc. Although there has been
significant growth in the use of PPPs with the
data of SOE participation excluded, the PRC still
lags behind the other six countries. Back from a
recent visit, | have been deeply impressed by the
Republic of Korea’s PPP program. The PPPs in the
Republic of Korea have almost been completely
domesticated and localized. They have become
a sturdy driving force in the localities’ economic
and social development as well as infrastructure
construction. Despite the PRC’s over 20 years
of experience with PPPs, it has only just started

n

to see the full range of opportunities that PPPs
can offer.

To summarize our experience in PPPs before 2003,
we regarded PPPs merely as a financing vehicle and
only applied them in construction. Our backward
mindset, insufficient institutional capacity, as well
as the underdeveloped market environment had
constrained the role of PPPs. Specifically speaking,
the following are the problems.

The first key problem is that the public and private
sectors are not on an equal footing. How can
equality be guaranteed? The answer is the rule of
law. Without the rule of law, freedom, fairness, and
full competition cannot be maintained. But, in the
past, we only had a regulation on build-operate-
transfer, which was promulgated by the defunct
Ministry of Foreign and Economic Cooperation.
There was no law then to regulate PPP activities.
Various disputes and problems occurred in the
implementation of PPPs, which were not addressed
through the establishment of a logical legal
framework.



The second problem is that our past PPPs lacked
a full life cycle consideration. Take build-operate-
transfer projects for example. Only the “B” phase
caught our attention, whereas, for the long term,
“O” phase was neglected. If we take PPP as a
complete chain, we only played our role at one
particular link. As a result, we failed to give full play
to the full life cycle advantages and scale effect
of PPPs.

The third problem is with our institutional capacity,
including institutional capacity of the government,
of the market, and of consultancies. Due to our
low institutional capacity, our PPPs were not
“marriages” but were only “wedding ceremonies”
that lacked a long-term vision. Moreover, we
did not have a designated competent unit in the
government to formulate a policy framework,
provide guidance and technical assistance to PPP
projects which had been implemented in different
localities and sectors.

The fourth aspectis about our return oninvestment
mechanism. We did not have a clear policy for the
payment, pricing, and price adjustment for PPP
projects, about which the private sector cares most.

Lastly, PPPs are a market that calls for
comprehensive efforts to become full-fledged.
They require a market-oriented environment, an
advanced mindset, systems and institutions, and
a social consensus. To develop the market of PPPs
presents challenges as well as opportunities.

To meet the challenges, we must emphasize the rule
of law and the role of the market as required by the
Decision on Major Issues Concerning Comprehensively
Deepening Reforms. In terms of fiscal reform, we
must also follow the aforementioned two principles
to realize our targets of maintaining social
justice, letting the market play the decisive role,
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establishing an integrated market, and ensuring
sustainable development. It was just against such a
broad background that Finance Minister Low Jiwei
introduced the PPP model at the 2013 National
Financial Work Conference.

PPPs will enable comprehensive reform. PPPs
are seen as one important way to help the PRC
to achieve financial reform. This comprehensive
reform requires the reform of the government
and that of the market. It calls for a change in the
mindset and the improvement of the legal system.
It involves the redistribution of resources.

We will make efforts in four aspects to fulfill the
comprehensive reform that PPPs require. First, we
will put the legal framework in place; second, we
will build our institutional capacity; third, we will
identify and carry out demonstration projects; and
fourth, we will step up publicity and training.

As to the legal framework, several actions have
already been taken to promote PPPs. The Budget
Law has been revised and now includes clear
provisions for PPPs. The upcoming new Regulation
on the Administration of Government Procurement
will have specific stipulations for PPPs. Having
defined that PPPs are government procurement
activities, we will also remove the confusion
and contradiction between the Government
Procurement Law and the Tendering and Bidding Law.
Noting that the existing Tendering and Bidding Law
and the regulation on government procurement
cannot meet the demand of PPPs, we have
visited Canada and the Republic of Korea and
incorporated suggestions of the World Bank and
ADB in our new Regulation on the Administration
of Government Procurement. One of the findings
of our study tour is that we have found that the
competitive negotiation and competitive dialogue
are used more often than public bidding.

' Adapted from PPIAF report on “How to Engage with the Private Sector in Public-Private Partnerships in Emerging Markets” (Public-Private
Infrastructure Advisory Facility. 2011). See http://www.ppiaf.org/sites/ppiaf.org/files/publication/How-to-engage-with-private-sector-

Clemencia-Farquharso-Yecome-Encinas.pdf



For the institutional reform, the State Council has
made it clear that the Ministry of Finance (MOF)
should play the leading role in the promotion of
PPPs. Second, we will set up PPP centers or units
both at the central and the local level. The MOF
has set up a PPP taskforce chaired by Vice Minister
Wang Baoan. It is comprised of seven departments,
including the Finance Department, the Budget
Department, the Treasury Department, and the

Figure 3: PPP Project Process
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International Department. Another 16 departments
have also participated in the institutional design.

We have set up the China PPP Center as the
executive agency. Before setting up the PPP center,
the taskforce has visited the Republic of Korea,
Canada, and Australia and consulted with ADB
and the World Bank. | am delighted to inform you
that the China PPP Center finally got the official
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approval the day before yesterday. Its functions will
resemble its Republic of Korea’s counterpart to the
proportion of 80%-90%. It will provide technical
support and take initiatives like releasing laws,
policies, standards, and operational guidelines to
safeguard the implementation of PPPs. Of course,
we will give full play to law firms, accounting firms
and consultancies.

To standardize the implementation of PPPs, the
PPP Operational Guideline will be released soon by
the China PPP Center. It covers the key issues in the
five phases of PPPs procurement. The five phases
are project identification, project preparation,
project procurement, project implementation, and
project transfer. In the project identification phase,
we emphasize technical and economic feasibility
study and fiscal affordability analysis. Through
project preparation, we will decide the particular
modality of PPPs to be used, the transaction
structure, the legal system, and other key issues.
Procurement must be implemented on the
principle of openness and transparency. During the
implementation phase, financing is the key issue.
The last phase involves project transfer.

The top—-down design for PPPs first and foremost
calls for an institutional design, including both a
legal framework and policy making. It also involves
the design of PPP procurement procedure, the
formulation of standards, and performance
evaluation mechanism.

It can be said that our top-down design, the
policies, and standards established for PPPs have
fulfilled the expectation of the public. Take the PPP
Operational Guideline for example. It has been
modified for over 130 times. It is not a product
of the government. It is a consensus of all sides
concerned.

Third, | will discuss how the PRC will select and carry
outdemonstration projects. We have some priorities
with regard to the selection of PPP demonstration
projects. One priority is to transform the existing
projects of our local government financing vehicles
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which are identified not to be funded through
issuing local government bonds. Another priority is
to respond to the rapid urbanization. So PPPs will
be rolled out in urban infrastructure sectors, such
as road, sewerage treatment, and refuse treatment.
We will also explore how to use PPPs in the social
infrastructure such as public rental housing.

The last aspect is about knowledge-sharing and
exchange. The MOF and local finance bureaus have
also organized many training events to disseminate
PPP knowledge.

As | said, the PRC has an open mind. PPPs will
provide an important platform for exchange
between the PRC and the rest of the international
community. We will strengthen cooperation with
multilateral agencies like the World Bank and
ADB. We will also commit ourselves to bilateral
cooperation.

As the PRC progresses on the path of
modernization and toward the rule of law, PPPs
enable a comprehensive reform. We will build an
open, transparent, and integrated PPPs market
where international investors and operators are all
welcome.

Thank you!

Pakistan’s Experience with PPPs

From the presentation of Mujtaba Shahneel,
Director General, Finance Department, Sindh
Public Private Partnership Unit, Pakistan

The need for PPPs in Pakistan is driven by the
relationship between infrastructure and the
economy. Pakistan’s central location between
the PRC, India, and Central Asia could allow it
to become an important part of a regional trade
corridor. The economy is nevertheless not growing
as fast as some of its neighbors. The GDP growth
rate is at 4% and per capita income is less than
$1,400 annually. Pakistan has the natural resources
and regulatory and financial frameworks to move



The convergence of these infrastructure and social
problems creates a situation where there is a great
potential and need for PPPs in infrastructure,
education, and health [in Pakistan].

forward as a growing market, butis facing constraints
associated with insufficient infrastructure. The
country currently faces a 500-megawatts shortfall
in generating capacity which requires load
shedding in 12 of the major cities. As for transport
infrastructure, Pakistan has one of the lowest
road kilometers per capita in the world, which
reduces overall market efficiency. Also, Karachi is
one of the most populous cities in the world and
a commercial hub with potential, but it lacks the
supporting infrastructure, such as mass transit, to
accelerate economic growth. This infrastructure
gap is estimated to constrain economic growth by
about 3% annually. In addition to the infrastructure
gap, there is a large young population and health
issues such as polio and high infant mortality rate
which continue to be problems. The convergence
of these infrastructure and social problems creates
a situation where there is a great potential and need
for PPPs in infrastructure, education, and health.

PPPs are needed to provide such services because
the government lacks the institutional capacity and
financial resources to implement infrastructure
projects. The government’s capacity limitations
stem from a lack of specialized personnel within
the government and an ineffective bureaucratic
system that has been in place since colonial times.
The financial constraints stem from the high public
debt which undermines development budgets,
making it difficult for the government to fund large
infrastructure projects.

PPP programs differ at the federal and provincial
levels. Sector agencies or nodes are charged with
various roles in PPP transactions at the federal
level with the Infrastructure Project Development
Facility (IPDF) taking a role as the implementing
agency. IPDF has a set of guidelines for PPP
transactions but no formal PPP act has been
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implemented at the federal level. Some provinces
have established their own PPP programs. Sindh
province implemented a PPP Act in 2010 and
Punjab followed with its own PPP Act in 2014.
Both Sindh and Punjab have dedicated PPP units
that are tasked with taking the lead on PPP projects.
Punjab and Sindh also have implemented entities
responsible for risk management while no such
entity exists for the federal government.

Limited success with PPPs is evident at both the
federal and provincial levels. No successful PPP
projects are ongoing or have been completed within
the IPDF at the federal level. The only completed
PPPs connected to the federal government have
been BOT model PPPsimplemented by the Ministry
of Highway Authority and the Ministry of Port and
Shipping. The Power Infrastructure Board has also
signed independent power producer contracts.
Only Sindh has had some success in the provinces.
Sindh province completed the Hyderabad-
Mirpurkhas 60-kilometer dual carriageway and
currently has four other PPPs under contract.

The Hyderabad-Mirpurk project provides some of
the only available insights into how to implement
PPPs in Pakistan. The project was sponsored by a
Korean construction company. The government
provided the construction company a minimum
revenue guarantee of 10%. This guarantee was
very important for banks since they have never
financed aroad sector BOT project. The guarantee
attempted to address the problem of fluctuating
interest rates in Pakistan which can make stable
cash flow projects such as roadways difficult to
finance. The Government of Sindh also had to
insure the project against a number of possibilities
including terrorism, which is expensive in Pakistan
due to risks.

Pakistan faces a number of barriers to scaling up
the use of PPPs. First, there are no standardized
documents for PPPs in Pakistan. Second, political
instability is continuously problematic. Third, the
federal government has poor credit, which makes
it difficult for banks to lend to the government.



The government delayed payments for power
produced by independent power producers, and
now many banks do not trust the government
to pay back loans. Finally, the lack of developed
financial markets makes it difficult to find financing
for long-term projects. The longest-term project
that banks are willing to finance is 10 years, which
is not enough time for many PPP projects. This will
be made easier as time goes on and banks take
on more PPP projects. Their main concern is the
uncertainty of these new projects, but financing will
get easier as markets develop.

Observations from an Emerging PPP
Nation (Mongolia’s Experience)

From the presentation of Bekhbat Sodnom,
Director General, Department of Innovation
and PPP, Ministry of Economic Development,
Mongolia

The Mongolian economy’s growth has slowed from
17% to 6%. This led to a new government being put in
place. The Mongolian economy is heavily dependent
on mining. New coal and gold mining projects are
going to be developed in the coming years, creating a
source of funds for infrastructure projects. The need
to support and accelerate economic growth led to
an interest in developing PPPs.

In 2009, Parliament adopted the State Policy on
PPPs to promote private sector participation in
all sectors of the economy. In 2010, Parliament
adopted the Law on Concessions, which provides
the legal framework for implementing PPPs. A
PPP Unit was established in the State Property
Committee under the Prime Minister’s Office and
then moved in 2012 to the Ministry of Economic
Development.

The government has approved several regulations
regarding the bidding process and evaluation of bids.
Originally, 121 concession projects were approved
but the list was narrowed down to 51 projects.
This is an open-ended list of projects that can be
expanded. The projects span 10 different sectors
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with various types of PPP arrangements. The
government also accepts unsolicited proposals.

A number of mining roads and energy sector
projects has been implemented. Concession
agreements have been signed for many road and
power plant projects to begin construction in 2014
Most of these projects are either BT (build-transfer)
or BOT (build-operate-transfer) projects. These
projects are a good start and, with the help of ADB,
hopefully it will be possible to expand into projects
in the health and education sectors.

The enabling environment has been essential in
helping with the implementation of these projects.
The allocation of responsibilities must be clear.

The Experience of the Republic of Korea

From the presentation of Hojun Lee, Director,
PPP Division, Public and Private Infrastructure
Investment Management Center, Republic of
Korea

The Republic of Korea’s PPP program was first
formally introduced with the PPP Act in 1994. Since
the act was introduced, it has gone through several
revisions to incorporate updates to the PPP program.
A 1999 revision allowed for unsolicited proposals
from private companies and a minimum revenue
guarantee from the government for certain projects.
The most recentamendment, in 2005, added to the
diversity of types of PPPs used by encouraging PPPs
in educational facilities and military residences, and
by introducing the BTL (build-transfer-lease) type
of PPP whereas the BTO (build-transfer-operate)
had historically been most common.

The legal framework for PPPs in the Republic of
Korea is strong, consisting of the PPP Act and the
PPP Act Enforcement Decrees. The PPP Act is
the primary piece of legislation which overrules
other, potentially conflicting, laws. This hierarchy
exempts PPP projects from the strict regulation of
national property management and allows private
sector companies to play the role of a “competent



authority” or project sponsor. The PPP Act
Enforcement Decrees provide for more detailed
regulation of PPPs, including the regulation of
procurement types and process, and the roles of
public and private partners.

The PPP Act also establishes the administrative
framework for PPPs. The Ministry of Strategy and
Finance and the Private Investment Management
Center (PIMAC) are directed to issue the PPP
Basic Plan. This plan gives policy directions, details
of the PPP project implementation process, and
direction on documentation. Another part of PPP
administration is a Project Review Committee that
is tasked with making important policy decisions.
This committee is chaired by the Minister of
Strategy and Finance and consists of members from
procuring ministries, and private sector experts.
When necessary, the Project Review Committee

is able to postpone or block expenditure on PPP
projects.

The PPP Act limits PPP activity to 15 facility types
or categories. Facilities that are not stipulated in the
act cannot be implemented.

Both BTO and BTL types of PPPs are common
in the Republic of Korea. The BTL scheme was
introduced in 2005. Figure 5 compares the BTO
with the BTL PPP schemes.

A unique aspect of the PPP program in the Republic
of Korea is that both the government and a private
company can initiate a project. For a government-
solicited project, the government uses a PPP when
it determines that PPP procurement will be more
efficient than conventional procurement. For
unsolicited projects, a private company submits a

Source: From the presentation of Hojun Lee.

Figure 4: Eligible PPP Facility Types According to the Republic of Korea’s PPP Act

15 Categories
(facility types)
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project proposal, which the government can then
accept as a PPP. Unsolicited bids, however, are
restricted to the BTO model. Given that most other
developed countries do not accept unsolicited
proposals, this measure is the key to attracting
private investment in the Republic of Korea.

PPPs have been successful in increasing
infrastructure investment and allowing the
government to use its resources more effectively.

6th People’s Republic of China-ADB Knowledge-Sharing Platform

Infrastructure investments through PPPs
dramatically increased from 1999 to 2007, and
have subsequently remained at a steady, high level.
PPP investments have represented from 5% to 36%
of the value of total annual investments over this
period, with an average of 21%. This has enabled
the government to reduce its own spending on
infrastructure and allocate these resources to other
areas.

Figure 5: Comparison of BTO and BTL PPP Schemes
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Table 1:

1. Toll collecting highway project from West
Suwon to Pyeongtaek
» Currently in operation

* Scale: 38.5-kilometer (km) highway including 3
junctions, 7 interchanges, 86 bridges, and 1 tunnel

 Total investment cost: $1,115.4 million
» Construction subsidy from the public sector:
$309.9 million
* Private sector investment: $805.5 million
» User fee(toll): $3.1(2012.12)
» Concession period: 30 years
*  Minimum revenue guarantee
- Guarantee period: 15 years
- Requirement: above 50% of the traffic volume
Condition: initial 5 years 80%, next 5 years 70%,
the rest 5 years 60%

Source: From the presentation of Hojun Lee.
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Infrastructure PPPs in the Republic of Korea

2. The double-tracked project of Jeonra Line
between lksan and Sinri

» Currently in operation

* Scale: construction of double track railways be-
tween lksan and Sinri (34 km), including the new
construction of 5 railway stations

 Total investment cost: $600.5 million

» Construction subsidy from the public sector:
$35.1 million

* Private sector investment: $565.4 million

*  Government payment: Consisting of facility lease
fee and operation cost

Lease: $47 million, operation: $3.7 million annually

for 20 years

Table 2:  Health Sector PPPs in the Republic of Korea

3. New construction of Hwasun senior home
» Currently in operation

* Scale: Five-story hospital with 192 sickbeds

* Total investment cost: $15.6 million

» Private sector investment: $15.6 million

» Concession period: 20 years

* Government payment: Consisting of facility lease
fee and operation cost paid by central and local
governments

Lease: $1.45 million, operation: $0.5 million annually
for 20 years

Source: From the presentation of Hojun Lee.
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4. Modernization of Gongju public medical
center
* Present status: Public announcement
* Scale: Total area of 31,409 square meters (m?)
- Hospital: 26,615 m? with four-story building,
300 sickbeds

- Underground parking lot: 4,794 m?
+ Total investment cost: $70 million

e Construction initiation: 2014.04.01

Operation under BTL scheme period: 2016.03 ~
2036.02 (20 years)
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Table 3:  Education Sector PPPs in the Republic of Korea

5. Elementary and secondary schools new

construction project

Lease: $2.2 million, operation: $0.8 million annually

Present status: In operation phase

6. New construction of national university
dormitories in Gyeongnam Province
* Present status: In operation phase

Scale: Two elementary schools, one secondary * Scale: Two dormitories

school

- elementary school A: 27 classrooms
- elementary school B: 39 classrooms

- secondary school C: 31 classrooms
Total investment cost: $61.62 million

Private sector investment: $61.62 million

Concession period: 20 years

- A university: accommodating more than 1,694
people
- B university: accommodating more than 740
people
+ Total investment cost: $43.1 million
* Private sector investment: $43.1 million

» Concession period: 20 years

Government payment: Consisting of facility lease » Government payment: Consisting of facility lease

fee and operation cost paid by the local govern-

ment

Source: From the presentation of Hojun Lee.

fee and operation cost paid by central and local
governments

Lease: $3.6 million, operation: $2.5 million annually

Table 4: Environment Sector PPPs in the Republic of Korea

. Jincheon Sewage treatment facilities

Present status: In operation phase

Scale: Sewage treatment facilities and
ancillary facilities

Total investment cost: $22.8 million
Private sector investment: $22.8 mil-
lion

Concession period: 20 years

Government payment: Consisting

of facility lease fee and operation
cost paid by central and local govern-
ments

Lease: $1.8 million, operation: $0.3 mil-
lion annually

Pilot projects for sewage treatment
facilities under BTL scheme

Source: From the presentation of Hojun Lee.

. Landfill gas recycling project

Present status: In operation phase

Scale: so-megawatt energy-generating facilities, power-
transmission facilities

Total investment cost: $95 million

Private sector investment: $95 million

Concession period: 11 years

Minimum revenue guarantee

- Guarantee period: 11 years

- Requirement: Excluded when the ratio of the actual
value/estimated value is less than 10%

- Condition: Excessive profit-sharing is applied

User fee

- Supplier membership program + 5 cents/kilowatt-hour

- Power Purchase Agreement with Korea Electric Power
Corporation
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The Republic of Korea is now focused on developing
PPPs in the renewable energy sector, in particular.
With a strong institutional setting for PPPs, the
Republic of Korea is hoping to diversify energy
resources and cope with climate change in order to
increase national welfare. In the renewable energy
sector, energy from waste has been the mains focus
for PPPs. A review of 95 PPP projects that took place
from 2008 to 2012 showed that only 17 were
categorized as renewable energy project—all
17 projects were waste-recycling energy projects.
There is evidence that these waste-recycling
projects result in higher returns than other projects.
The average rate of return on investment for waste-
recycling projects since 2005 was 7.00%, whereas
the average rate of return on investment for other
environmental projects was 6.54%. We are hoping to
diversify renewable energy PPPs away from waste-
recycling and into solar energy and wind power.

One way that renewable energy is being promoted
is through high government subsidies for renewable
energy plants. These subsidies range from 30% to
70% of the total plant cost. In addition to financial
incentives, however, there must be better use of
risk metrics, better concession agreements, and
better cost estimation methods, especially given
the high cost of renewable energy technologies.

Overview of Public—Private Partnerships
in Bangladesh

From the presentation of Syed Uddin, CEO,
Bangladesh PPP Office

Bangladesh has recently revamped its PPP program
to align with government goals to increase
economic growth through the private sector. The
Sixth Five-Year Plan for FY2011-FY2015 that was
released by the government in 2009 establishes
goals for increasing the rate of economic growth in
Bangladesh. Economic growth in the private sector
has been hindered by a lack of infrastructure. For
example, in some parts of Bangladesh, it takes
8-10 hours to get to the seaport, which is only
about 200 kilometers away from the center. As
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The Republic of Korea is now focused on developing
PPPs in the renewable energy sector, in particular. With
a strong institutional setting for PPPs, the Republic of
Korea is hoping to diversify energy resources and cope
with climate change in order to increase national
welfare.

such, the Sixth Five-Year Plan sets a goal to improve
infrastructure services by increasing infrastructure
investments from 2% to 6% of GDP by 2015. In
order to achieve the target investments of 6% of
GDP, the government would have to triple its
investments in infrastructure. In order to ease the
burden of investment on government, the Sixth
Five-year Plan focuses on how Bangladesh could
use private sector investment, private sector
participation, and private sector capital to help
deliver the infrastructure services that the country
needs. This kind of large-scale growth will take time
but the use and creation of an infrastructure
pipeline will help provide insight into how the
system can be improved as PPPs move forward.

There have been four phases of PPPs in Bangladesh.
Until 1995, PPPs were developed on an individual
project basis. There was no organizing or oversight
body. In 1996, Bangladesh issued a private sector
power generation policy that led to two large power
sector projects. This policy was the beginning of a
strong relationship between the government of
Bangladesh and private investors in the power
sector. The nextbeganwiththeintroductionin 2004
of the Private Sector Infrastructure Guidelines.
Because of only sporadic success with the Private
Sector Infrastructure Guidelines, there was a move
to revise the guidelines and the PPP process in
general. As aresult, the Strategy and Policy for PPPs

Economic growth in the private sector [of Bangladesh]
has been hindered by a lack of infrastructure. For
example, in some parts of Bangladesh, it takes 8 to
10 hours to get to the seaport, which is only about
200 kilometers away from the center.




and a Special Power Act (specifically for the power
industry) were implemented in 2010, beginning
a third phase. The 2010 changes attempted to
transform the PPP program from a sector-based
approach to a program-based approach. The
changes, however, lacked a centralized integrated
push.

A draft of a PPP law has just received cabinet
approval and will soon be sent to the Parliament.
Five key changes have been introduced to various
parts of the PPP process to establish a more
centralized approach. First, new institutions
have been created including the PPP Office as a
centralized body. Second, the regulatory process
has been streamlined. The Cabinet Committee
for Economic Affairs, headed by the Minister of
Finance, is now the only body that approves PPP
projects, policies, and changes. Third, a new, very
structured approach has been put in place for
project preparation. Fourth, capacity development
has been one of the major work areas for PPP
development. Training and education have been
provided to both public and private sector
stakeholders. Lastly, financial support is being
provided in three forms: (i) funding for transaction
advisory financing; (ii) subsidies called Viable Gap
Financing; and (iii) long-term equity financing
through the Bangladesh Infrastructure Finance

Fund Limited, a special-purpose vehicle (SPV)
under the Ministry of Finance.

The role of the PPP Office is to provide support
throughout the life cycle of projects. This begins with
the screening process for good PPP projects, through
to monitoring the success of finished projects. The
PPP Office is part of the Prime Minister’s office in
Bangladesh but reports to both the Prime Minister
and the Minister of Finance. This institutional
arrangement allows the PPP Office to be established
at the base of power so that cooperation across
various government departments can be ensured.
The PPP Office also plays a critical role in developing
PPP awareness and marketing campaigns to gain
support for proposed projects.

Reformsandimprovementsinthe PPP program have
been supported through technical and financial
assistance from ADB and the World Bank. The five
changes described above are still in various stages
of implementation, and a program-based approach
has still not been achieved. However, PPPs are still
helping to achieve the goals of increased economic
development established in the Sixth Five-Year
Plan. Thanks to some of the recent reform efforts,
PPPs now represent an additional tool which the
Ministry of Finance can use to drive infrastructure
projects and support private sector growth.

Figure 6: Bangladesh GDP Growth
(2004-2013)
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A Perspective from the Philippines

From the presentation of Rina P. Alzate, Director,
Project Development and Monitoring Facility
Service, Philippines PPP Center

The Government of the Philippines has recognized
the indispensable role of the private sector in
national development, and has identified PPPs as
one of the key strategies to achieve inclusive growth
through accelerated infrastructure development.
The PPP program in the Philippines aims to supply
adequate, safe, efficient, reliable, and reasonably
priced infrastructure and services to the public
while affording the private sector reasonable
returns and appropriate risk-sharing. Both
traditional (for example, toll-roads) and
nontraditional infrastructure (for example, health
facilities) projects can be implemented as PPPs.
The government has been using the capital and
expertise of the private sector to induce efficiency
and innovation.

The Department of Health has worked with the
private sector to upgrade public hospitals and
other health facilities. The increasing demand for
medical services, the need to upgrade medical
facilities and medical efficiency, and limited
government resources are some of the reasons why
the government is using PPPs in the health sector.
To accelerate reform for high-quality healthcare,
the government has decided to use upfront
private investment for the repair, rehabilitation,
and construction of selected health facilities. The
first project is the modernization of the Philippine
Orthopedic Center. This project will be built
and operated by a private company to make this
hospital a more reliable and efficient government
facility. The private sector will be responsible for
the design, construction, financing, equipment,
maintenance, and transfer of the hospital facility.
The concession period will be 25 years, including
the 2- and a half-year construction period. Unlike
traditional PPP projects, health projects tend to
be more challenging since the low- and middle-
income groups rely heavily on public sector health
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The Government of the Philippines has recognized
the indispensable role of the private sector in national
development, and has identified PPPs as one of the
key strategies to achieve inclusive growth through
accelerated infrastructure development.

facilities. Therefore, health PPP projects require
intense stakeholder participation and consultation.

Investing in education has been identified as
the design, construction, and maintenance of
approximately 10,000 classroom. This approach
was selected to minimize the fiscal impact of
classroom construction by deferring payments
for 10 years. This would allow the government
to build more classrooms at one time, given a
limited budget. The second phase of PPPs for
school infrastructure is adopting the build-transfer
contract modality. Under a BT contract, the private
sector is responsible for the design, financing,
and construction of 10,000 classrooms with all
of the necessary equipment. The government has
awarded eight PPP projects so far, and will continue
to pursue PPPs in order to provide public services in
an efficient and effective manner.

A Regional Perspective

Seethapathy Chander, Special Senior Advisor
(Infrastructure and PPP), Office of the Vice-
President Knowledge Management and
Sustainable Development, ADB

Asia is a diverse region so it is difficult to have a
regional perspective. The introduction of PPPs had
various objectives in different countries. PPPs have
been introduced in the smallest and the largest
economies.

The objectives for PPPs have ranged from looking
for a financial supplement to a need to address
a lack of knowledge and internal capacity of the
government. But the main difference across
the region is not the objectives for PPPs. It is the
different pathways taken by the various countries.



..The main difference across the region is not the
objectives for PPPs. It is the different pathways taken
by various countries.

Centralized versus sector control is one of the
main differences between the pathways taken. In
India, the highway sector has led the PPP program,
which then moved to the energy sector. This has to
do with project preparation and a particular view
of a group of regulators or bureaucrats; in other,
the government’s central strategy for investing in
people, reducing poverty, and building national
competitiveness. PPPs have been identified as
important to ensuring adequate provision of
classrooms to supplement the current initiatives
and programs of the Department of Education to
address current backlog as well as future classroom
requirements. The first phase of PPPs for school
infrastructure is adopting a build-lease-transfer
(BLT) modality involving countries where the
provincial sector leads the PPPs. A lot of this
depends on the motivation and the control behind
PPPs and what kind of projects and investments
the government wants to make. If a government is
looking at a series of investments, then it is better
to change laws in a complete way rather than
project-by-project. However, if a government is
trying to test the success of PPPs, then it can work
on a specific project to see what it would require to
have a large infrastructure project.

There are many constraints. When the political
sector of a country is not comfortable with private
sector participation in infrastructure, the process
tends to move slowly. When the private and public
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sectors can interact directly for full cost recovery,
it changes market conditions and, sometimes, the
government is hesitant since it sees this as part of
its social obligations.

Experience levels vary widely and the more
developed the country is with PPPs, the more PPPs
start to shift to social sectors (for example, health
and education). These require more complex
government interventions since the outcome is not
as clear as a road project.

When there are many objectives, there must be
a hierarchy of objectives so that a project has a
clear focus.

Sector and project planning can take up to
3 years before there is a bankable project. It is
important to ask how the responsibilities will be
distributed between the public and private sectors
in order to make the project attractive to the
private sector.

For project preparation, risk analysis and long-term
financing planning pose additional constraints.

There is a view that large pension and insurance
funds will want to invest in infrastructure projects,
although there is little evidence of this. In OECD
countries, only 8% of infrastructure funding came
from insurance and pension funds. Some of these
long-term investments are not investing more of
their long-term funds because of the regulatory
barriers that exist. This constraint is something that
may need to be addressed in order to access these
large funds for infrastructure investment.
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Best Practices from the Organisation
for Economic Co-operation and
Development

From the presentation of Douglas Sutherland,
Senior Economist and Head of US/Iceland
Desk, Economics Department, Organisation for
Economic Co-operation and Development

If used correctly, PPPs can be an excellent
complement to other tools the government might
use to provide public services. An advantage of PPP
is the output-based approach which allows the
government to think about what it wants to provide
rather than looking at the details of building the
project. Benefits of using the private sector include
the potential for innovation that could lower costs
over the long-term and the chance to harness the
financial expertise of private sector advisors.

A recent survey of OECD countries has found
that most countries are happy with the use of PPP
for procurement. These countries, however, noted
that one detriment to PPPs, in comparison with
traditional procurement, is the higher transaction
costs. PPPs need heavy up-front investment,
which is not always the case with traditional
procurement.

The survey found that the rates of PPP activity in
many OECD countries are still a relatively small
portion of infrastructure investment. Even in a
country like the United Kingdom, where PPPs have
become a very important procurement method,
PPPs only make up 15% of investments.

One of the concerns in increasing PPP activity
is that, when PPPs go wrong, the results can be
disastrous. If a private company goes bankrupt, or
can no longer provide the service, the government
may have to pick up billions of dollars in debt to
ensure that public services remain available.

In order to reduce the risks of PPPs, OECD has
developed three overarching considerations
to address prior to any PPP project. First, the
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If used correctly, PPPs can be an excellent complement
to other tools the government might use to provide
public services.

institutional framework needs to be right.
Second, you need to decide whether a PPP is the
procurement choice that will provide the most
value for money. Finally, you need to ensure
budgetary transparency.

Risk management is a necessary step that needs
to be integrated into any PPP. The public sector
is fiscally vulnerable in a number of ways. The
first vulnerability is the limited resources of
government. There is always a fiscal trade-off the
government must consider when deciding how
to pursue a project. The government has to look
ahead at the viability of the project to ensure that
the right project is in place. This will help avoid
costs later due to contingent liabilities. Part of the
way the public sector can protect itself is to have
a robust selection process and develop a long-
term strategic plan. Public sector due diligence is
essential to ensure that a viable project is selected.
It is also important that projects are pursued
based on economic goals rather than only political
motivation.

Therearemanywaystolimit the fiscal riskassociated
with PPPs. Parliament can help make sure that PPPs
are being implemented properly and effectively by
establishing a legal framework. Transparency of the
contracts and costs associated with PPPs can also
be a helpful way to ensure accountability. For this
to occur, all reported costs should be in a standard
accounting form to avoid any attempts to shift costs
off balance sheet. It is critically important that PPPs
are reported in their entirety (on- and off-balance
sheets) throughout their life cycles. In addition to
project-specific costs, it is also essential to disclose
information on all PPPs being used to deliver public
services and the fiscal liabilities related to these
contracts. Releasing public information can ensure
that projects are done on budget and in the manner
that was agreed upon.



Better contracting practices can also reduce fiscal
risks. Vital to good contracting is a strong legal and
regulatory framework that is suitable for PPPs.
In addition, a centralized support unit for PPPs is
a fundamental need. When the government is
entering into a contract, it is helpful to have the
consulting services of an independent body that
can provide advice in areas where the government
may not have familiarity. Another good practice
is to avoid entering into long-term contracts
for services where technology is changing or
demand is inconsistent or hard to forecast. This
type of situations presents increased risk using
a PPP procurement approach because of future
uncertainty.

A situation where the government faces increased
fiscal risk is during the renegotiation period.
Historically, at least 30% of PPPs are renegotiated
at some point. Since the government is obligated to
provide public service, the private sector may try to
take advantage of this when looking to renegotiate
a contract. Limiting the number of ways one can
legitimately reopen a contract can help guard
against this problem. Also, limiting the amount of
debt the private sector can take on can help give
the government more leverage in the negotiations.
The government can help minimise contract
renegotiation risk by reducing planning and
environmental licensing uncertainties beforehand.

Finally, it is important to take stock from lessons
learned from past experiences with PPPs,
which means monitoring and reporting on the
implementation of PPP projects.

Australia’s Experience

From the presentation of Michael Schur,
Managing Director, Castalia and former Secretary
of the New South Wales Treasury, Australia

PPPs have a strong track record in Australia. Since
1993, there have been 127 PPP deals, valued at
US$55.6 billion. This is smallin relation to the overall
infrastructure investment over that period, but still
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represents a fairly healthy flow of projects over the
period with an average of three projects a year and
a peak of 13 projects in 2005. The largest project
was a US$5.7 billion desalination plant finished
in 2009. PPP projects are not evenly distributed
throughout the states. The national government
has taken a smaller role since the infrastructure
development responsibilities lie primarily with the
states. The PPPs that the national government
does take on are usually defense projects.

The success of PPPs in Australia is largely due to
the international best practice approach taken
across jurisdictions. This approach is now being
incorporated into a single set of National PPP
Guidelines developed by Infrastructure Australia, a
government body responsible for coordinating
infrastructure projects. The importance of the
National PPP Guidelines is that the model applied
is consistent across the entire country, regardless of
which state or federal agency is procuring a PPP.
This standard approach means that bankers, equity
investors, sponsors, construction companies, and
operators all understand the risk profile that the
government accepts. However, there are still
inconsistencies between states that could be
standardized, such as planning regulations,
environmental and industrial relations laws,
approval processes, and approaches to unsolicited
proposals. The communication gap between the
states on these issues can create barriers to the
implementation of large projects.

Despite the success of many PPPs, there have also
been some notable failures. While all projects were
completed and provide the intended services, PPPs
have failed in the sense that the private company
either went bankrupt or equity holders lost money.
The three notable failures of transit PPPs arose
from overly optimistic traffic flow forecasts for toll

The success of PPPs in Australia is largely due to the
international best practice approach taken across
jurisdictions.




roads. The desalination plant, which has been the
single largest project, failed because expenses rose
by 27.5% due to construction problems.

In the years since the global financial crisis, the
model has changed dramatically in Australia. A
major fundamental change in PPPs is that bonds
are no longer used to finance projects. All PPPs are
now funded with bank debt. Some changes have
been more positive, including a much more sensible
approach to risk-sharing in which the private sector
is no longer expected to take on the demand risk.
This is happening in toll roads where the private
sector is no longer taking demand risk.

Another recent change is that the government
has made significant efforts to attract foreign
contractors. The competitive bidding process on
PPP projects has been undercut by a construction
market in Australia that is dominated by two
construction companies. In order to create a more
competitive environment, the government has
attracted foreign builders by underwriting losses
associated with the bidding process. Foreign
builders who lose procurement bids are reimbursed
for some of the costs they incur while going
through the PPP process. This financial incentive
has encouraged many European firms to enter the
Australian market. The success of these measures
is evident in the strong participation in the bidding
process with nine bidders on a recent school PPP.

There are still difficulties with the current PPP
model. Availability of financing for PPP projects
continues to be a barrier. Contractors bear
construction risk but are then also constrained
by the availability of capital, and are often left
to compete against each other for finance. The
government has to bear the demand risk and
keep the assets on the balance sheet or have the
private sector finance the construction phase at a
higher cost.

However, there is a new model being considered
that attempts to correct these problems.
Combining conventional government-financed
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In the years since the global financial crisis, the [PPP]
model has changed dramatically in Australia.

design-build-operate  (DBO) construction
contracts with forward sale of the asset on specified
terms, major projects could be funded using lower
cost government debt. During the construction
period, the government would issue converting
infrastructure bonds that would be automatically
removed from the state balance sheet during the
operation period. The investors would receive a
fixed coupon payment during the construction
period that would convert to asset ownership
at a predetermined price and would then earn
returns from the SPV. The contractor would
assume construction risk via incentive and penalty
arrangements, and would continue to operate the
asset during the operation period. This proposed
model could succeed because capital costs of
the asset and associated interim borrowings are
now transferred off the government balance sheet
at completion of construction. The end result is
identical, but risks would be better matched, as
construction companies would accept and manage
construction risks, and long-term investors would
accept long-term ownership risks.

One of the advantages of this new PPP model
is that it explicitly decouples financing from
construction. This opens financing that was
previously inaccessible. The reduction in
construction risks would attract superannuation
funds (i.e., pension funds). The larger risks would
also be better matched with those best equipped
to handle them (contractors take on construction
risks, investors take on long term ownership risks).
Governments would also be able to use high
credit ratings to get lower cost debt to finance the
construction of the projects.

This model is currently being used for stage one
of Australia’s biggest urban road project, which
will cost US$11 billion. The government is aiming
to complete stage one in two phases, with two
different financing sources. For the first phase of



the project, it will use government funding. Then,
when stage one construction is complete, a toll
will be imposed and collected. The data on traffic
patterns gathered based on toll collections will be
used to obtain private sector debt against future
toll revenues. The government will spend the
debt on the second phase of the project, gather
additional data on traffic patterns, and then sell
the equity it holds. It will then recycle the equity
into future phases. Under this approach, the asset
remains off the balance sheet and does not affect
the government credit rating.

Lessons from the United Kingdom’s
Experience

From the presentation of Shirvine Zhang,
Director Corporate Finance, KPMG Advisory
(China) Limited

The PPP program in the United Kingdom was
created to bring the skills and expertise of the
private sector to the public sector. The Private
Financing Initiative (PFI) is the most utilized PPP
programindelivering long-term social infrastructure
projects. More than 700 projects have been
delivered under the PFlI model with a total
investment of over £55 billion. PFls usually run
25-30 years and local government authorities are
responsible for project procurement. The private
sector is expected to design finance, build, and
maintain the asset until it is transferred to the
government authority at the end of the concession
contract. This process was used across a range
of sectors.

The government is also responsible for helping to
finance the project. Financing is typically secured

The Private Financing Initiative (PFl) is the most
utilized PPP program in delivering long-term social
infrastructure projects. More than 700 projects [in the
United Kingdom] have been delivered under the PFI
model with a total investment of over £55 billion.
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through limited recourse financing, but approaches
vary widely. After the global financial crisis, the
PFI program has experienced difficulty due to
pressure from government budget deficits and a
lack of competitively priced debt financing. The
PFl process has been criticized by the public sector
because of its inflexibility and a lengthy and opaque
procurement process. The government is revising
the PFI process, and has changed the procurement
process and the role that the public sector will play.

Project W2R is a joint waste-to-energy project
between four different authorities. The project
started due to the United Kingdom increasing
the recycling target to 50% by 2020. The project
has obtained £120 million of PFI credit. The
government is hoping to have zero waste to landfill
by 2020 and this project could divert 90% of
waste from landfills in the four authorities. There
has been a move to guarantee minimum tonnage
in contracts to allow infrastructure provision to be
financed using long-term loans from private sector
funders. The joint working arrangement between
various local authorities is beneficial in waste
projects because it ensures that minimum waste
volumes will be obtained.

Given a difficult economic and financial climate,
the local authorities faced a lot of pressures to
create an affordable project. The advantage of
this project is the combined heat and power
it produces. Two options were considered for
allocating the tariff risk. The standard approach is
for the government authority to seek a guaranteed
electricity price from the bidder plus an upside
gain share arrangement. The alternative approach
is for the government authority to retain full tariff
risk for guaranteed output levels for the facility on
electricity generated.

The project was considered against the cost of
continuing to use the landfill. A value-for-money
test was done to evaluate whether it was the best
option for the local authority. The value-for-money
test also determined who was best placed to take
the tariff risk for the energy output.
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Finding the Right Institutional Arrangement for PPPs

Lessons from the Republic of Korea’s
Public and Private Infrastructure
Investment Management Center

From the presentation of Hojun Lee, Director,
PPP Division, Public and Private Infrastructure
Investment Management Center, Republic of
Korea

The rationale for creating a PPP unit is to deal
with potential government shortcomings in the
PPP process. The government has policy, project
implementation, and transaction and contract

Figure 8: Functions of PPP Units

management functions in the PPP process.
Problems can arise if these functions are not
coordinated among responsible agencies or staff
lack the experience and information needed to
efficiently carry out the procurement process. PPP
units are centralized organizations established
with the specific purpose of ensuring that the
government has sufficient capacity to support and
evaluate PPP transactions. The major functions of
a PPP unit are typically to set up PPP policy and
regulations, analyze individual projects, provide
technical support for the procurement process,
and help monitor existing PPP contracts.
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Source: The World Bank, Public-Private Infrastructure Advisory Facility, 2007.



The legal status of a PPP unit and the hiring of
skilled staff are important steps in making a PPP unit
functional. The legal authority can be established
through legislation or decree. A firm legal basis of a
PPP unit helpsinstill private sector confidence in its
authority. When PPP units have the enforcement
power as well as legal status, they tend to be more
effective in obtaining the objectives set forth by the
PPP program. For staffing purposes, it is necessary
to have a specialized staff across all areas including
finance, law, engineering, and accounting. It is also
helpful to have an experienced staff across the
public and private sectors in order to ensure diverse
backgrounds and avoid any conflicts of interest.

When determining the funding of a PPP unit it is
important to consider the incentive structure. If a
PPP unit is under another ministry or agency of the

6th People’s Republic of China-ADB Knowledge-Sharing Platform

government, then the funding should come from
the government budget. If, like in the Republic of
Korea, a PPP unit is an autonomous body outside
of any other government agency, then a service fee
scheme will need to be developed to gather revenue
during the procurement process. Each of these
models has its disadvantages. If 100% of revenue
is provided through government funding, then all
incentives to promote PPPs are removed because
revenue is not tied to PPP activity. However, if
expenses are covered 100% by service fees, then
there can be a bias in the project screening process
because staff will have incentive to increase the
number of PPPs. It is important to find a balance in
order to ensure economically sound PPP projects.
In the Republic of Korea, the PPP Unit can charge
a fee to local governments or government agencies
but cannot earn profit from this fee.

Figure 9: Organizational Setup and Operation of PPP Units Worldwide

Country Year created Policy Guidance Technical Support Capacity Building | Promotion
Germany 2009 U . o o
é Republic of Korea 1999 ] U . .
>
g United Kingdom 1997 . . . .
&8 | Victoria (Australia) 2000 . . . .
South Africa 2000 ] o . o
Czech Republic 2004 ] o . .
Denmark 2006 U . o .
Flanders (Belgium) 2002 U o . .
France 2005 . o o .
w
'g Greece 2006 ] . o .
c
§ Hungary 2003 . . o o
g Ireland 2003 ] o . .
§ Italy 1999 o . . .
o | Japan 2000 O . o o
3
O | Netherlands 1999 O . o o
New South Wales
(Australia) 2000 . . ) .
Poland 2001 o . o o
Portugal 2003 U . o o
Total 17 18 8 1

e =Yeso=No

Source: From the presentation of Hojun Lee.
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Functions of PPP units vary slightly by country. Every
PPP unit will take on policy guidance and technical
support functions. Capacity building and promotion
functions are not always part of all PPP units because
there are concerns these functions might conflict
with the core policy and technical functions. For
example, promotion and procurement can conflict
with otherroles such as technical supportand project
evaluations. Because of this potential conflict, the
Republic of Korea, the United Kingdom, Germany,
South Africa, and Victoria in Australia have created
dedicated PPP implementation units. PPP units in
countries with these procurement authorities take
on a more indirect supporting role by focusing on
the policy and process.

The Public and Private Infrastructure Investment
Management Center (PIMAC) is the PPP Unit
in the Republic of Korea. PIMAC is an affiliated
body with the Korea Development Institute. The
Korea Development Institute was founded in 1971
and has emerged as the leading think-tank in the
Republic of Korea. It is the first research institute
regarding economic policy in the Republic of Korea.
The legal basis for PIMAC was created under the
PPP Act (2005), and the PPP Enforcement Decree
(2011) gives PIMAC a variety of roles related to
PPPs. PIMAC’s role as a researcher is to support
the formulation of the basic plan for PPPs and
develop new initiatives and policy studies on PPP
programs. As an advisor, PIMAC is to help with the
development, execution, and support of projects,
including assistance in tendering and negotiation.
PIMAC is also stipulated to act as a market
promoter for PPPs through training programs and
seminars, international cooperation, and database
management. PIMAC is organized into three
divisions. The Public Investment Evaluation Division
conducts preliminary feasibility projects on all public
procurement projects. The PPP Division supports
all PPP implementation. Lastly, the Policy and
Research Division evaluates public procurement,
state-owned enterprise, and PPP projects.

PIMAC takes on the technical assistance and
policy functions of the government's PPP program.
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Other public sector players provide the policy and
coordination support and project procurement
functions. The PPP Review Committee, chaired by
the Minister of Finance, is responsible for PPP policy
coordination. Under the Ministry of Finance are the
procuring ministries and the local governments,
which are both assisted by PIMAC in order to best
implement the policies and ensure successful PPP
projects.

The procurement steps for solicited projects begin
with a feasibility study through PIMAC. If the
project is feasible and is assessed to be a possible
PPP, then PIMAC will conduct a value-for-money
test. PIMAC then sends the PPP to the Ministry of
Strategy and Finance to continue the procurement
process. For unsolicited projects, PIMAC conducts
a value-for-money test to guard against corruption
and ensure transparency for all unsolicited projects.

The institutional arrangement to have PIMAC
outside of the government creates improved
independent studies, makes it easier to hire outside
experts, and isolates it from political pressures.
As a comprehensive agency, PIMAC is able to
ensure consistency across all public investment
management. However, there can be a conflict of
interest between promoting PPPs and regulating
PPPs that could create a more difficult PPP
environment.

The Success of the Philippines
PPP Center

From the presentation of Rina P. Alzate, Director,
Project Development and Monitoring Facility
Service, Philippines PPP Center

The PPP Center of the Philippines was created to
serve as a government facilitator and catalyst in
pursuing and delivering PPP projects. The
government established the PPP Center (originally
the BOT Center) in 1986 with the intent of
achieving inclusive growth through accelerated
infrastructure development. The PPP Center is the
main coordinating and monitoring agency for



facilitating PPP projects. Services at the PPP Center
now include providing advisory support; facilitating
development of PPP projects; managing the Project
Development and Monitoring Facility (PDMF);
improving the capacity of national implementing
agencies; advocating for policy reforms; and
monitoring implementation of PPP projects. The
mandate of the PPP Center also now includes
implementation of the build-operate-transfer
(BOT) law and joint venture and other PPP
arrangements. The PPP office is involved in every
part of the project cycle with the goal of ensuring
that projects are bankable, transparent, and geared
toward advancing a balance between the interests
of the public and the private sector.

The PPP Center is one of several institutions
that carry out functions of the PPP process in
the Philippines. The other institutions consist of
implementing agencies and review and approval
bodies. In addition, other government bodies
such as the PPP Governing Board, Department
of Finance, and Department of Budget and
Management have roles. The PPP Governing
Board sets and approves policy and strategic
directives for the national PPP program and, as part
of this role, oversees the PPP Center and PDMF.
The Department of Finance has offices that lead
the structuring and legal agreement review, and
formulation including performance undertakings
or government guarantees processing for PPPs. The
Department of Budget and Management issues
the multiyear obligational authority for projects. It
ensures that agencies include certain expenditures
each year for the entire duration of the PPP project.
To avoid a potential conflict of interest of being a
regulator and implementer of a specific project, the
BOT Law amendment has a provision prohibiting
regulatory bodies from being a party to any PPP
contract that they regulate.

Management of the PDMF is one of the key
responsibilities of the PPP Center. The PDMF is
a revolving fund that supports pre-investment
activities to ensure project viability and bankability
by engaging international and national consulting
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The PPP office [of the Philippines] is involved in every
part of the project cycle with the goal of ensuring that
projects are bankable, transparent, and geared toward
advancing a balance between the interests of the
public and the private sector.

firms. There are 22 internationally renowned
consulting firms in the consortia of the PDMF
that can be hired for project implementation and
management. The main responsibilities of the
PDMF are to create feasibility studies, structure
projects, prepare bidding documents, and ensure
support during the bidding process until financial
close. The PDMF received US$28 million from
the Government of Australia through ADB and
US$51 million from the Government of the
Philippines. The revolving feature of the fund is
designed in such a way that the winning bidder is
responsible for the full cost of project development
and a 10% cost recovery fee.

The PDMF uses ADB procurement guidelines
when approving consultants through a two-
stage selection process. The first stage is the
prequalification of consulting firms on a quality-
based selection. The firms in the consortia are
retained for 3 years on indefinite delivery contracts
without commitment. These contracts are used
when consultants are required to provide “on
call” advice on a particular activity, the extent and
timing of which cannot be defined in advance. The
second stage is the call-down assignment where
the assignment will go to the first consultancy firm
that submits a proposal within the budget. This
stage also includes electronic submission and lump
sum contracts for the assignments. The advantages
of the PDMF include a shorter time for procuring
consultants. It helps provide access to associations
of international and national consulting firms
prequalified to provide project preparation and
transaction support services. The PDMF includes
a refund to help incentivize bidding. It has been
designed in such a way that, upon successful
tendering of the project, the losing projects will get
a partial refund for the cost of the bidding process.



Figure 10:  PPP Projects in the Philippines

Projects under Implementation

Awarded 8 2,833.33

Other projects for implementation 2,132.44

PPP Pipeline

Projects for awarding 1 786.67
Projects under procurement 6 3,831.56
Projects approved for rollout 8 4,070.49
For approval of relevant government bodies 1 428.89
Projects with ongoing studies 9 6,882.89
For procurement of consultants 10 TBD
Under conceptualization or development n TBD

Note: Figure 10 does not include 28 projects with no estimated costs yet.

Source: From the presentation of Rina P. Alzate.

Figure 11:  PPP Projects in the Philippines, Figure 12:  PPP Projects in the
by Agency Philippines, by Sector
Metro Waterworks &
Sewerage System,
2,4%

Department of
education, 3,5%

-

Source: From the presentation of Rina P. Alzate.
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The PPP Center hopes to create a robust pipeline
of PPP projects by 2016. There are more than
50 projects in the current pipeline. This includes
15 PPP contracts signed, 5 completed PPP
projects, and at least 10 infrastructure projects
handed over to the private sector for operation
and maintenance. Other aims include ensuring a
solid PPP legal and policy framework; transparent,
predictable, and tested procedures and standard
contract agreements that uphold reasonable
returns; and a fair risk allocation to the private
sector while safeguarding public interests.

Institutional Arrangements for PPPs:
Experience from the PRC and Other
Countries

From the presentation of Zhi Liu, Director,
Peking University—Lincoln Institute Center for
Urban Development and Land Policy

Most PPP project failures are failures of the
government since the private sector is often better
prepared in negotiating and executing the PPP
project. For the government, only creating a PPP
unit is not enough for success. The broader
institutional arrangement is essential.

There are common impediments that can be seen
throughout the world. There can be a lack of clear
PPP policy and program and weak government
institutional capacity for coordination and
management. The legal and regulatory framework
needs to create an enabling environment. The
inadequate knowledge of PPPs, lack of sector
strategy and PPP prioritization, and lack of bankable
projects can all create large barriers for PPPs.

In the PRC, PPPs are a small but growing part of
infrastructure investment. Recently, the Minister

The PPP unit is not enough when looking to
create successful PPPs. The broader institutional
arrangement is essential.
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of Finance has taken actions to promote PPP.
A national PPP Task Leading Group has been
established. But the PRC is such a large country
that a lot of work is required at the provincial level
as well. The next steps include supporting the pilot
demonstration projects, creating PPP pipeline,
developing PPP project guidelines, strengthening
laws and regulations, publicly disclosing PPP
information, and developing human resources.

Thailand’s PPPs started in the early 1990s, and
were based on a simple PPP act, namely the Royal
Act on Private Participation in State Undertaking,
1992. Since then, Thailand has experienced both
successes and failures in PPPs. The most successful
is the Bangkok Mass Transit System. The project
went public in 2012 and raised US$2 billion.
Recently, Thailand significantly improved the PPP
Act and created a PPP Unit within the Ministry of
Finance.

India has been able to attract a significant amount
of private investment to the highway sector through
a well-defined PPP program. Guidelines, plan, and
policy were all published in order to draw in private
sector funds. This was a strategic approach to
give the private sector all of the information that
the private sector would need for preparation to
participate.

Governments should plan PPP program in a
strategic way rather than opportunistically.
Capacity development is essential for larger scale
success in PPPs.

The India Infrastructure Finance
Company Limited

From the presentation of Sanjeev Ghai, Chief
General Manager, India Infrastructure Financing
Company Limited

The India Infrastructure Financing Company
(IFFCL) was incorporated in 2006 and began
operating in 2007. IFFCL was created in order to
increase PPP activities in India. The Government
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of India wanted to create an enabling environment
for PPPs, and IIFCL was set up to achieve this
objective by increasing availability of long-term
financing. IFFCL was set up with four mandates.
First, at least 80% of projects funded needs to be
PPPs. Second, all financing had to be no less than
10 years. Third, IFFCL could originally only work on
hard infrastructure projects, such as highways and
airports, and was not permitted to support social
infrastructure such as schools or health clinics (this
has now changed). Lastly, IFFCL is only allowed to
take on the risk of 20% of project costs.

A framework for PPPs was established in
conjunction with IFFCL. The government came
out with standard bidding documents in order to
ensure that the procurement of developeris donein
standardized and transparent manner. The second
step the government took was to come up with
model concession agreement. The government
created this agreement model to address concerns
from commercial banks and to ensure that the risk
is borne by the party that is best suited to it. The
model concession agreement includes provisions
that outlined the rights of all parties involved in the
transaction in case something goes wrong.

Since 2007, IIFFCL has been involved in projects
worth US$80 billion. Of the 1,200 PPP projects in
India, IFFCL has been associated with 300 projects.
These projects have resulted in the modernizing of
20,000 kilometers of national roads; generation of
more than 20,000 megawatt-hours of electricity;
and the financing of a world-class airport.

Since 2007, lIFFCL has been involved in projects worth
US$80 billion. Of the 1,200 PPP projects in India,
IIFFCL has been associated with 300 projects. These
projects have resulted in the modernizing of 20,000
kilometers of national roads; generation of more
than 20,000 megawatt-hours of electricity; and the
financing of a world-class airport.
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IIFCL has expanded operations with subsidiary
companies. A wholly owned subsidiary in the
United Kingdom was created in 2008 to help
provide financing in foreign currencies. In addition,
IIFCL Projects Ltd. (IPL) was developed in 2012
to provide advisory and development services
for infrastructure projects. In 2012, IIFCL also
set up IIFCL Asset Management Company Ltd-
Infrastructure Debt Fund an infrastructure debt
fund with the help of ADB. The Infrastructure Debt
Fund aims to addresses the problem that the bond
market in India is not as developed as one would
hope in order to finance infrastructure projects.

IIFCL currently offers several financing options for
infrastructure projects:

* Direct lending. Through direct lending, IIFCL is
able to give lending as part of a consortium, but
is limited to 20% of the total project cost. This
allows them to have a 6-week turnaround time
for deciding on a project.

* Takeout finance. Takeout finance is a way that
the IIFCL can ensure that banks have a smaller
asset-liability mismatch with the length of the
project and the amount of risk they are willing
to take. After 3-5 years, they will make an offer
for the banks to exit the project. The IIFCL is
limited to 30% of project cost, including direct
lending for takeout finance.

* Subordinate debtscheme. The subordinate debt
scheme helps sponsors with the contribution to
the capital that they must make in order to get
involved.

* Credit enhancement (pilot phase). The credit
enhancement scheme attracts large pension
funds and insurance funds by ensuring a high
credit rating on certain projects.

Inaddition to financing component of infrastructure
projects, IIFFCL is also one of the few institutions
in India with environmental and social safeguards
measures for evaluating potential projects. IIFCL
works directly with ADB on the Environmental and
Social Safeguards Framework and the Management



Unit, which ensures that these safeguards are met
and put forth by ADB.

Another important service provided by IIFFCL is
nonrecourse funding. This is important because
the balance sheet of many companies may not be
good enough to justify providing funds for large
infrastructure projects. Nonrecourse funding
is the provision of funds to an SPV without any
recourse to the financials or the balance sheet of
the promoting-company or sponsors.

Remarks from the International
Experience

From the presentation of Trevor Lewis, Senior
PPP Specialist, Office of PPP, ADB

There is a way for one to work through the issues of
PPP through institutional development and
placement. The PPP unit becomes a pivotal, central
point for PPPs. There are a number of approaches
and roles that the institutional framework can take
whether it is capacity building, technical support, or
PPP promotion. The key people who set the tone
for PPP units should have a variety of backgrounds,
coming from both the public and private sectors.
The location and mandate of PPP centers are not
uniform, even across Europe. The PPP unit will
become the face of the PPP program. The private
sector gains confidence from a dedicated PPP unit
regardless of exactly where it is placed in the
government because it shows the seriousness of
the government to provide a programmed approach
to PPP development.

In many international examples, most are involved
in technical support and policy guidance. Capacity
building is more common in more developed PPP
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countries such as the Republic of Korea, Australia,
the United Kingdom, and South Africa. Most PPP
units cannot fully approve the projects themselves;
sometimes it is up to another body such as the
Ministry of Finance. The question is whether the
PPP units should have this ability. It is important

The PPP unit will become the face of the PPP program.
The private sector gains confidence from a dedicated
PPP unit regardless of exactly where it is placed in the
government because it shows the seriousness of the
government to provide a programmed approach to
PPP development.

to think about funding for PPP unit when creating
the mandate. Where the funding comes from could
have an effect on how the PPP unit spends the
funds. If the unit falls under the Ministry of Finance,
the political position of the Ministry of Finance
couldinfluence the PPP unit. However, the opposite
is true if the funding is generated by fees. This could
create PPPs that do not have strong economic value.

If the PPP unit s fully in the public sector, it may not
have the resources or funding available to attract
the kind of expertise needed for PPPs. If this is the
case, the PPP unit may be moved outside of the
government in order to be successful.

Expectations and goals for a PPP unit must be
realistic, measurable, and phased. Financial closure
of projects through the PPP center does not mean
overall success of the PPP center. It must be carefully
analyzed to ensure that all goals and functions are
being accomplished. The overall enhancement of
value for money is essential to judging the success
of a PPP center.
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Observations from the Experience of
Central and West Asia

From the presentation of Yesim Elhan-Kayalar,
Principal Public Management Specialist, Central
and West Asia Department, ADB

ADB’s Central and West Asia Department provides
both upstream and downstream support for
developing public—private partnership frameworks
and transactions to 10 countries in the region.

The public sector has been the main provider for
infrastructure in the region. There is a pressing
need for infrastructure services to meet the
demands of a growing and fast-urbanizing
population. Public resources and delivery
mechanisms are limited. PPPs can offer unique
value drivers such as more diverse, more efficient
service delivery mechanisms, as well as asset
creation and risk-sharing. There is tremendous
potential for PPPs in the region.

Most countries share these development
challenges, and each has a country-relevant
approach to developing the PPP frameworks and
portfolios. Armenia has partnered with the private
sector through lease and management contracts,
and water delivery is now provided by private water
utilities across the country. ADB has been working
with Azerbaijan and Georgia on how private sector
development might be further fostered through
policy dialogue and facilitative frameworks. In
Kazakhstan, the Kyrgyz Republic, and Tajikistan,
ADB is supporting the governments’ efforts to
develop institutional and legal frameworks, and the
capacity to effectively manage PPP portfolios. In
Pakistan, ADB has worked closely with the federal
government and the provincial governments of
Punjab and Sindh to build a solid foundation for
PPPs since 2005. Achievements to date have
been robust. We continue to provide technical
and financial support to (i) further strengthen
the legal, regulatory, and institutional frameworks;
governance structure; and public financial
management practices for PPPs; and (i) develop
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Public resources delivery mechanisms are limited
and PPPs can offer unique value drivers such as more
efficient service delivery mechanisms, as well as asset
creation and risk-sharing.

long-term financing alternatives. ADB has also been
working with the governments of Turkmenistan,
Afghanistan, Pakistan, and India and private sector
representatives on developing a 1,800-kilometer
pipeline that would transport as much as 33 billion
cubic meters of natural gas annually. The project
has been making steady progress.

ADPB’s decade-long experiences in the region
yielded several lessons and take-aways. First,
rigorous stakeholder mapping and market
assessments enable development practitioners
to design country-relevant, robust institutional
frameworks. They also help develop buy-in among
key stakeholders, and manage the intensive
accountability structure of the private sector
partner and the extensive accountability of the
public sector partners early in the process. Second,
adopting a transparent legal, institutional, financial,
and regulatory architecture—such as PPP or
concession laws, model concession agreements,
procurement guidelines, project development
facilities, viability gap funds—brings clarity and
builds public and private sector confidence in the
new PPP modality being introduced. Technical
expertise is needed to ensure successful PPP
transactions. In some cases, the urgency to deliver
a project may necessitate the engagement of
external advisors and experts to safeguard the
public interest until the public sector partners
build the requisite in-house capacity. It is, however,
crucial not to substitute capacity but to transfer
skills and know-how to national practitioners in
the public sector for longer-term, cost-effective
solutions. Third, early successes build momentum.
Countries that opted for noncomplex PPP models
commensurate with their capacity to implement
PPP projects at the time have achieved better
results. The initial projects, when successful, have
become the best advocates for new PPPs in these
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countries. Four, planned linkages between PPP
projects and the rest of the public investment
portfolio help create greater value for the users.
Prioritizing projects that optimize the synergies
between PPP and publicly funded interventions
have consistently yielded greater development
impact. Finally, public and private sector capacity
to select, develop, and implement commercially
viable PPPs with economic dividends is the main
building block for sustainable, value-generating
PPP portfolios. ADB has successfully implemented
a two-pronged approach in the Central and West
Asia region, i.e., training a critical mass of public
and private sector counterparts early on to ensure
the buy-in and continuity of PPP initiatives, and
continuing the capacity development as partners’
PPP experiences increase and project designs
become more complex.

Facilitating PPPs in Asia

From the presentation of Seethapathy Chander,
Special Senior Advisor (Infrastructure and PPP),
ADB

There are several elements that make up a
successful PPP. First, it is important to have clear
objectives established for the PPP from the
beginning. Clarity of objectives will help simplify
the legal components of the PPP. Second, it is
important provide transparent and unambiguous
conditions for development of the transaction.
This step will ensure that the private sector operator
or investor is clear on both the expectations and
conditions on which the investment will take place.
Athird element of successful PPPsis to link bonuses
and penalties to quantifiable performance
indicators. Next, it is very important for PPPs to
begin with a transparent and competitive
procurement process that will provide for a clear
understanding of the risks and rewards for both the
public and private sectors. The public sector should
always lead the PPP to ensure that the public
service is being offered and that the PPP is more
than a commercial transaction. Finally, the
government must take an active role in the PPP
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throughout the terms of the concession to ensure
that the intended good is being provided and will
successfully be transferred to the government at
the end of the agreement.

When considering how to better facilitate a PPP,
it is important to understand the actual intention
of a PPP. PPPs are about the public sector having
a responsibility to provide a public service, and
subcontracting the private sector to provide this
service. Effectively, the objective of the PPP is not
an asset-creation exercise but an efficient delivery
of services to the public. Therefore, when outlining
the objectives of the project, it should focus on
the intended performance outcome of the project
rather than a physical output. The implementation
of a PPP will also benefit from better coordination
with sector master plans. It is important to have a
sector plan that ensures that the benefits of a PPP
project in network sectors like energy, transport,
and communications are maximized. These plans
mitigate risk to the private sector that shows the
whole plan for the sectorand, mostimportantly, how
the PPPtiesinto sector growth. Marketing for private
sector participation is another important piece that
can improve PPP facilitation. Perception of PPPs has
to be improved and marketing is one aspect that
can be used. Transparency and objectivity in sector
regulation is important to ensure a strong basis of
negotiation for the two parties involved.

In preparation for a PPP project, not every detail
must be outlined. It is more important to highlight
the functional specifications of the project
and focus on input-output relationships since
the government is outsourcing the work. The
government should always have a role in land

PPPs are about the public sector having a responsibility
to provide a public service, and subcontracting the
private sector to provide this service.

Effectively, the objective of the PPP is not an asset-
creation exercise but an efficient delivery of services to
the public.




allocations, as they are the party best suited to take
on that type of risk. It is also important to allocate
risk to those best able to handle it.

When handling long-term financing, currency
choices are very important. The currency
depreciation risk must be taken into account.
Sovereign risk must be addressed as well. Since
PPPs are long-term projects but governments have
yearly budgets, this creates a danger of creating a
backlog of liability where current budget cannot
meet liabilities, which forces the project to be
rolled back.

The Legal Aspect of PPP

From the presentation of Ellen Zhang, Partner,
Pinsent Masons

From a legal perspective, there are certain legal
environments that governments can use to
encourage PPPs and make them more attractive to
the private sector. The common legal concerns
globally include the nature of the concession
contract, therisk of changesinlaws,and management
of political risks. The legal framework for PPPs needs
to create an enabling environment that addresses
these concerns. This framework consists of common
law/legislations issued by the country and private
“law” which is the contract between public and
private. The government plays an important role in
both these legal levels as the creator of the legislation
and also the party to be bound by the contracts they
enter into with the private party.

When considering how this legal environment is
established, there are two important issues that
will be considered: (i) the need for a PPP Law and
(ii) the nature of a PPP project contract.

A common question is whether a PPP law or a PPP
actis necessary? The need for this type will depend
on each country, but in general this type of law is an
important aspect of the legal enabling environment.
There are two possible functions of a PPP law, either
regulatory or facilitation. In developing countries,
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The common legal concerns globally include the
nature of the concession contract, the risk of changes
in laws, and management of political risks. The legal
framework for PPPs needs to create an enabling
environment that addresses these concerns.

establishing a facilitation-focused law can assist
when national laws conflict with the creation of
PPPs. In more developed countries, such as the
United Kingdom, a comprehensive PPP law might
not be necessary because other enabling laws such
as contract, procurement, and property laws are
already in place and function well.

One of the key questions surrounding a PPP
transaction is the role of the government and
the nature of the PPP project contract. Every
PPP is a commercial agreement between the
government and a private party. The issue is that
the government is both the rule maker and the
game player in PPP projects. These two roles need
to be clearly separated. The government must be
able to facilitate the PPP by creating the system of
rules under which PPPs should function. It is also
important for the government to play a leading role
in honoring the contract set forth for the PPP. As
such, a PPP contract should by nature be a civil
contract rather than an administrative contract. A
civil contract can help put the two parties on equal
footing with equal responsibility.

The risk of changes in law is also an important
consideration. Where it is possible to pass costs on
to end-users, changes in the law are treated as
private SPVs’ risks. From the government’s
perspective, it recognizes that all the legal change
risks cannot be shouldered by the private sector
alone. If the private sector cannot quantify the
risks of a potential legal change, it will raise the
price for the government. ldeally both parties
should share the risk like what is done in the United
Kingdom’s public finance 2 model. In a public
finance 2 model contract, changes are divided into
three categories. Costs related to discriminatory
changes in law or changes that apply to a specific
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project are borne by the government. The
government also bears the cost related to specific
changes in law or any change that specifically
refers to the provision of services of the PPP or to
the holding of shares in companies whose main
business is providing the same services as that of
the PPP. The private sector bears the costs of
general changes in law that is neither of the
abovementioned changes.

Finally, management of political risk is important in
foreign investment in an international environment.
In certain countries, the political situation is such
that the local government is unable to honor the
contracts created. This needs to be a part of the
due diligence before creating a PPP.

The Government of the PRC's
Procurement System Arrangements for
Selecting a PPP Cooperation Agency

From the presentation of Wang Ying, Director
General, Office of Government Procurement
Administration, Treasury Department, Ministry
of Finance, PRC

To quickly establish a favorable institutional
system for PPPs, the Ministry of Finance has,
jointly with other ministries, made new policies
and other institutional arrangements in areas such
as PPPs procurement procedure, financing, project
supervision, and performance appraisal.

I am with the Office of Government Procurement
Administration of the MOF. My responsibility is to
manage government procurement-related issues. So
today | will introduce the Government of the PRC’s
thinking about PPPs as well as its specific actions
from the perspective of government procurement
management. My introduction consists of four parts.

First, selecting the cocontracting party of PPPs in
accordance with government procurement rules
is an international common practice. Adopting the

2 United Nations Commission on International Trade Law (UNCITRAL).

methods of government procurement to select
the cocontracting party of a PPP is not only an
international common practice but it is also a logical
activity. During the long-term partnerships that PPPs
create, the government is obliged to make payments
or provide subsidies. At the same time, it also has to
monitor prices and quality of infrastructure facilities
and public services to ensure best value for money.
PPPs procurement is, in nature, a particular activity
that the government carries out for the purpose of
supplying public services,and so it has to be included
in the government procurement supervision system.

International practice tells us that all PPPs can be
paid in two ways. One is government payment,
i.e., public procurement where the government is
buying public products, services, and works, and so
it should be under the government’s supervision.
The second is user payment, i.e., concession.
Internationally the concession of services and works
is regarded as a form of government procurement
rather than merely as a way of financing for
infrastructure and public utilities.

The concept of PPPs is also consistent with
the World Trade Organization’s definition of
government procurement in the Government
Procurement Agreement. As long as it is for the
purpose of discharging government functions,
government procurement can be realized through
various contract arrangements. That is why the
World Trade Organization, the United Nations, the
World Bank, and other international organizations
as well as many countries follow government
procurement rules when they select PPP partners.
The UNCITRAL? Model Legislative Provisions on
Privately Financed Infrastructure Projects emphasized
that concession projects shall be procured using the
methods of services procurement. The European

With PPPs, more than just price is involved in finding a
PPP partner, such as quality and period that user fees
will be required.




Union has also revised its government procurement
directives. Particularly, revisions have been made to
the principles, methods, the procedure, evaluation
standards, contract alteration, performance
supervision of concession projects against the rules
and requirements of government procurement.
We also notice that member states of the
European Union, Japan, the Republic of Korea,
and other states have all included concessions in
the Government Procurement Agreement. This
is the international backdrop against which we
have designed our own institutional framework for
government procurement.

Second, there are a number of differences between
PPPs procurement and conventional government
procurement. PPPs procurement process is
often more complex than that of conventional
government procurement. A one-off negotiation
is usually not enough to produce a document
that can fully and clearly define all the aspects of
a PPP project. In many cases, the private sector
puts forward a proposal first. The contracting
agency evaluates the proposal and negotiates with
the private sector against its procurement need.
Several rounds of negotiations and modifications
will take place until the proposed specifications
of the private sector finally meet the procurement
needs of the contracting agency.

For PPPs, price is hot the only factor in selecting the
cocontracting party. Other factors such as quality
and payment period are also considered. A toll road
project may request the potential concessionaire
to bid the shortest distance of toll collection.
A public welfare-oriented project may take the
duration of concession as a key factor in selecting
the cocontracting party.

A PPP project is usually larger than a conventional
government procurement project. Thetransactional
risks and costs of PPPs are higher; the competition
is lower; and failure is more likely. The contract
system of PPPs is also more complicated than that
of conventional government procurement project.
These require more rigorous performance of
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contract and also more consideration of remedies
for conflicts that may occur later in the process.

Having discussed the aforesaid differences, the
third part of my presentation goes to the PRC’s
legal arrangements for government procurement.

As | saidjust now, the PRC’s procurement of PPPs must
follow the international common practice of adopting
government procurement rules. The selection of PPP
cocontracting parties shall follow the methods of
government procurement. The existing Tendering
and Bidding Law and its implementing regulations
only apply to building, extension, renovation,
rehabilitation, and removal of works, so they cannot
provide a legal support for PPPs procurement.

The five methods of procurement stipulated by the
Government Procurement Law, which are public
bidding, invitation to bid, competitive negotiation,
and unitary source purchase and inquiry provide
better and flexible choices for PPPs procurement.
Besides, regulatory agencies are authorized to
designate new methods of procurement. This will
further increase the feasibility of PPPs. We are now
studying a new procurement method in response to
the particular characteristics of PPP procurements.

Our legal system for government procurement also
stipulates that energy-saving and environment-
friendly products, products of small and medium-
sized enterprises, etc. are prioritized in order to
excise macro control and realize policy targets.
This is also favorable for PPPs to be used in public
welfare-oriented sectors. The inclusion of PPPs
in the PRC’s government procurement system
will also contribute to the convergence of the
PRC’s government procurement market with the
international market. This has been our thinking
behind the entire institutional framework for PPPs.

The fourth part of my presentation will cover our
fundamental considerations over the management
of the PRC’s PPPs procurement. New institutional
arrangements must be made in addition to the
existing framework of the government to reflect
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the characteristics of PPPs. These characteristics
consist of procurement need, competitive
methods, contract management, acceptance
test, and performance appraisal. Our preliminary
considerations are in the following aspects.

First, we will push ahead with the top-down design for
PPPs. The top—down design will be carried out within
the existing government procurement framework
and, at the same time, capitalize on the international
experience and practice, particularly the UNCITRAL
Model Legislative Provisions on Privately Financed
Infrastructure Projects and UNCITRAL Legislative
Guide on Privately Financed Infrastructure Projects.

Second, taking account of the characteristics of
PPPs procurement, we will add a new procurement
method of competitive dialogue to the existing
five methods. The upcoming PPP Operational
Guideline will introduce the two-stage procurement
method of competitive dialogue to ensure clear
specifications for the procurement need in the first
stage, and then carry out bidding on the principle of
fairness in the second stage. Hence, the two-stage
procurement method is intended to turn the focus
of government procurement to value for money.

Third, we willimprove our procurement procedure for
PPPs. We are considering mandatory prequalification,
field visit and clarification conference, publication
of procurement result and contracts, invitation of
quality control agencies or users to participate in the
performance acceptance, and so on to ensure the
successful procurement of PPPs and to improve the
quality and efficiency of the project.

Fourth, we will innovate our supervisory methods.
In light of the big size and duration of PPPs and
drawing on common international practice, we will
require a third-party guarantee to complement
the administrative supervision and reduce project
risks. We will promote information disclosure and
welcome public scrutiny.

These are the key aspects of my presentation today.
Thank you!
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A Perspective from South Asia’s
Experience

From the presentation of Cheolsu Kim, Lead
Finance Specialist, South Asia Department, ADB
There is a positive connection between
infrastructure investment and the economic
growth rate. According to a World Bank study, if
a government invests 1% of GDP in infrastructure,
there will be a 1% GDP growth later on. The role
of PPPs is to increase opportunity for people to
be able to contribute more to society. Multilateral
agencies have the role of “the honest broker” for
both parties involved.

In India, there has been a dramatic improvement of
PPPs, but there is still a lack of long-term financing
because of the lack of developed capital markets.
ADB first got involved in India in the 1990s when
it gave two loans, but these projects were not
successful. There were not enough viable projects
to be supported by the financial institutions.
After 2006, the government worked to create an
enabling environment for PPPs. In 2006, there were
150 projects in various stages of PPPs whereas, in
2014, there were 1,339 projects at different stages
of implementation.

The government has tried to reform the finance
sector to encourage investment in infrastructure
development. The lack of bankable projects comes
from the lack of enabling environment, expertise,
and capacity. To change this, the government
merged some smaller institutions with the Industrial
Development Bank of India. These mergers would
remove any duplication in infrastructure financing
to create one entity.

There are certain PPP trends in India. The rising
debt-equity ratio highlights the increased comfort
level of commercial banks in financing PPP projects,
and concession terms encourage the use of debt
over equity. There is low participation of foreign
players, particularly strategic investors.



Projects cannot go against the market. It is
important to read the market, and make sure that
what you are offering is something that the market
would be interested in. It is important to manage
the expectations of the market as well.

Observations on PPP Funds

From the presentation of Craig Sugden, Principal
PPP Specialist, East Asia Department, ADB

PPP funds are well suited to countries in the
early stages of PPP development. They provide
an efficient means of delivering government
contributions to PPPs that need them. Relying
on the budget for such contributions can be
problematic as the budget process can be too
cumbersome, government ministries can lack
the expertise needed to understand PPPs, and
because some of the financial products required,
such as guarantees, do not fit budgets. PPP funds
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do, however, rely on the presence of good projects
and good teams to bring high-quality projects
forward.

PPPs can be very expensive to prepare and, without
the necessary resources and expertise, projects
can become stuck. A project development facility
(PDF) can help by preparing bankable projects and
providing a vehicle for learning from past PPPs.
They can operate as rolling funds that provide PPP
units the resources they need to engage advisors
and prepare essential studies.

ADB can help provide an integrated package of
support for PPPs funds. ADB can help governments
learn from other countries in the region, help
establish the PPP funds and also PDFs, and, in some
cases, may be able to provide the resources needed
by PPP funds and PDFs.



Figure 13: Integrated Support of PPP Fund or Facility
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The World Bank’s Framework for
Managing Fiscal Commitments from PPPs

From the presentation of Binyam Reja, Lead
Transport Specialist/Cluster Leader for PRC
and Mongolia Transport Practice, Transport and
Information Communications and Technology,
World Bank

When a government is interested in building a
metro transit system or a water supply system, its
has two options for procurement. It could go the
traditional route and borrow funds from a local
bank or it can engage a concessionaire to build
either system and pay them availability payments.
The difference between these two transactions is
in the payment scheme. A loan requires debt
payments while a concession contract requires
availability payments. A common misconception is
to think that, because the government is not taking
on debt in PPP, then the investment money are
funds the government has raised. PPPs do not
create more money for infrastructure investment.
There are benefits such as efficiency expertise, but
PPPs are a way for the government to finance the
cost, not to create more funding. While PPPs do
not have the fiscal risks in the form of debt, there
are still government liabilities with inherent risk.

Any government that enters into a PPP takes on
direct and contingent liabilities. Direct liabilities
are known obligations that the government agrees
to pay as part of the PPP contract. These payments
might include upfront viability or capital payments
for work that needs to be completed prior to the
project or regular payments over the lifetime of the
project such as availability or amnesty payments.
Contingent liabilities are any unknown liabilities
that accrue as the process moves forward. These
ex ante liabilities include guarantees on particular
risk variables, force majeure compensation
clauses, termination payment commitments, and
credit guarantees. These fiscal commitments and
guarantees create risk because the government’s
responsibility only materializes when there are
unforeseen circumstances. Contingent liabilities
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A common misconception is to think that, because
the government is not taking on debt in PPP, then
the investment money are funds the government
has raised. PPPs do not create more money for
infrastructure investment.

There are benefits such as efficiency expertise, but
PPPs are a way for the government to finance the cost,
not to create more funding.

pose athreat to the fiscal system when governments
do not properly implement systems of awareness
and management to account for the risk of these
commitments.

The government can take precautionary measures
to mitigate the risk of these contingent liabilities.
Most important is that the government only
pursues projects that are economically viable.
Project decisions should be based on an extensive
assessment of economic benefits. The government
also needs to consider whether the PPP agreement
represents the most efficient procurement method
in the long term. Due to election cycles, there is
incentive for governments to favor contingent
liabilities in PPP contracts over direct liabilities of
public debt. PPPs can provide convenient short-
term solutions that allow the government to defer
payments and avoid budgetary approval on debt.
Another perceived benefit is that, unlike public
debt, contingent liabilities taken on in a PPP
transaction remain off-book and the impact may
not be visible for years. When committing to a
project, governments need to make decisions based
on a long-term assessment that takes into account
potential costs of these contingent liabilities.

The danger of taking on too many contingent
liabilities was evident in the Asian financial crisis
which started in 1997 and the recent economic
crisis in Portugal. During the Asian financial crisis,
Asian countries suffered exacerbated
impacts due to off-book contingent liabilities
that were immediately turned into public sector
obligations. A similar miscalculation aggravated the

several



economic crisis in Portugal where the government
had to take on the debt of many failed PPP projects.
The mistake these countries made was that they
did not properly anticipate and manage the risk
related to the fiscal liabilities they agreed to as part
of their PPP transactions.

The issues of extending fiscal commitments
beyond their affordability has historically been a
problem in the PRC as well. Guaranteed returns
have been one of the common commitments
provided by governments in the PRC that have
overexposed them to risk. These guarantees are not
allowed at the national level, but local governments
have often used this form of a commitment to
attract investors. Local governments regularly
over-promise guarantees of return and overlook
technical and management qualifications of
concessionaires. Some of the problems relate to
a lack of institutional capacity to properly manage
and assess these fiscal commitments.

Recent national policies aim to establish guidelines
for managing the fiscal risks of PPPs in an attempt
to increase fiscal responsibility. The Notice of
Promoting and Utilizing Government and Social
Capital Collaboration released in September 2014
provides guidelines for improving fiscal
management. One of the key recommendations
in the notice is that fiscal subsidies should be based
on performance and tied to measures of project
costs. The State Council also released the Directive
on Strengthening Local Government Debt
Management in October 2014. The directive
requires that local governments include contingent
liabilities in their budgets. These changes will
promote better management of the costs of PPPs
and will improve the tracking of risks borne by the
government.

Based on the principles demonstrated from the
international perspective, the PRC still needs
to adopt a framework that defines the roles
and responsibilities within the government for
managing fiscal commitments. There has to be an
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institution, such as the Ministry of Finance, that
manages fiscal risks of PPP projects. In addition to
the contracting authority, there also needs to be an
interdepartmental coordination in the government.
This cooperation requires a formal institutional
arrangement between government departments
that establishes clear roles and responsibilities
for PPP development and implementation. These
interdepartmental roles include an advisory body
(often the PPP unit), budget department, debt
management body, other departments, various
ministries, and planning commissions that have to
look at PPPs in a more systematic way to ensure
that the contracting authorities do not overextend
on commitments.

Another important consideration to make is that
risk allocation should be balanced between the
public and private sectors to ensure an efficient
and effective project. If the government has all of
the risks, then there is no incentive for the private
sector to create an efficient PPP. If the private
sector bears most of the risks, then the probability
of project failure will increase. There must be a
system in place that does not put all of the risks
on the private sector yet still safeguards the public
sector. Some countries put in place a limit on
how much debt, direct or indirect, a government
can take on depending on the percentage of the
overall cost of the PPP. These liabilities should
be reflected in the government finances and be
budgeted into the fiscal plan. There are also a few
options for budgeting these risks into the PPP cost.
The annual payment and direct commitment can be
built directly into the budget allocation of relevant

In addition to the contracting authority, there also
needs to be an interdepartmental coordination
in the government. This cooperation requires
a formal institutional arrangement between
government departments that establishes clear
roles and responsibilities for PPP development and
implementation.




departments. Governments can also budget the
long-term PPP commitment or a contingent
commitment which creates additional budget
flexibility by including contingency reserves in the
budget. These can be used to meet contingent
liabilities that are likely to arise. This measure could
include creating a fund upfront to “insure” against
contingent liabilities.

Improvement of the fiscal management system of
PPP will also require the PRC toimplement a strong
and complete legal framework. Legal mandates
need to be established that require regular
access to performance information throughout
the life of a project, and a PPP monitoring unit
needs to be assigned the responsibility for

ensuring these requirements are met. There also
needs to be disclosure requirements on terms
and commitments of PPP contracts. Contract
transparency can help prevent excessive promises
and commitments in PPP transactions.

The PRC has several steps it must take to improve
the management of fiscal risks related to PPPs.
Based on international experience, changes to
institutional responsibilities, the legal framework,
and budgetary systems need to be made. Other
steps such as adopting accrual accounting
standards and improving processes for evaluating
direct and contingent commitments could further
support this effort.

Figure 14:

Macro
economic
forecast
entity

Budget
department

Source: From the presentation of Binyam Reja.
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Table 5: Roles and Responsibilities of Government Institutions for PPP Projects

Institution

Contracting
authority

PPP project
advisory function
(PPP unit)

Debt
management
department

Budget
department

Roles and responsibilities

Government agency or state-owned enterprises (SOEs) that appraise projects from
all aspects

Identify fiscal commitments and budget, monitor and respond to fiscal commitment
over the life of the project

Formulate PPP policy and provide TA in PPP

Help develop standard contract clauses and guidance on managing fiscal
commitments, and monitor PPP program accordingly

Often set in the Ministry of Finance (MOF) to assess and advise on fiscal commitment
from a long-term liability management perspective

Manage fiscal risk, incorporate updated fiscal commitment into debt and fiscal
sustainability analysis, and undertake scenario analyses and stress tests

Often set in MOF to assess and advise on fiscal commitment affordability from a
budget priorities/constraints perspective

* Document fiscal commitment, allocate and release budget for DL and CL, create
provisions for PPP contingencies and fiscal rules to respond to contingencies

Macroeconomic .
forecast entity

Often set in MOF to assess and advise on fiscal commitment from an overall liability
and macro management perspective

* Assess possible adverse impact of excessive subnational exposure to fiscal

commitment

Entity overseeing .

Set in MOF or as a stand-alone entity, to assess and advise on SOE health and

* Monitor SOE performance in PPP contract, and review implications to government

SOEs exposure to PPP commitment
budget and expenditure

PPP approving .

body

Source: From the presentation of Binyam Reja.

Local Government Debt, Fiscal Risks, and
Their Management Framework

From the presentation of Shangxi Liu, Director
General, Research Institute for Fiscal Science,
Ministry of Finance, PRC

It is not easy to depict a clear picture of Chinese
local government debt, fiscal risks and their
management framework in such a short time. It is
a challenge for mel!

Question 1: Why are local governments in debt?
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Minister of Finance, with veto power and supported by a secretariat, to approve PPP
project, draft contracts, tender rules, and renegotiation of PPP, based on all rules listed

How can local financial risks be effectively managed
in the PRC? The key to this task is improving the
allocation of responsibilites between local and central
governments.

In China’s case, fiscal risk management mainly
rests with local governments. To discuss this issue,
firstly we have to answer a question: why are
local governments in debt? The question seems
simply but is actually very complicated. From
an accounting perspective, debt is a disposable
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resource with future obligations. Although sharing
some similarities, government and corporate debts
are different in many perspectives. We've got to
have a clear picture of these differences before we
can hopefully manage control fiscal risks.

Government debt originates from the expansion of
government functionsand hastodowith publicrisks.
Corporate debt, however, follows the expansion of
a company’s size and has to do with market risks.
Almost all modern governments spends more than
its revenue to perform their functions and prevent
or deal with public risks. The government needs
to fulfill its functions and is forced to take on this
debt when its revenuecannot cover all of the costs.
In the PRC, there is a difference between “local
governmental debt” and “local government’s debt”.
“Local governmental debt” is larger than “local
government’s debt” because it includes different
types of debt: debtitum certumand contingent debt,
statutory debt and moral debt. Local government
debt derives from public risk management and is
incurred as the government has to shoulder the
statutory and moral responsiblities and perform its
functions. So “local governmental debt” requires a
different risk management approach because there
is less certainty in public service responsibilties and
how much of this debt will be incurred over time.
We must realize that the management of “local
governmental debt” has a different connotation
from the management of debt in a strict accounting
perspective.

Question 2: Verification and measurement of local
public fiscal risks.

The fiscal risk a government faces is not necessarily
in proportion to the size of the its debt obligations.
Risks are associated with the scale of public
resources available to cover the debt obligations.
Before we look for resources to cover it, we have
to identify and classify different types of debt.
It is the statutory contingent debt and moral
contingent debt that pose considerable risks to a
local government.
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Before risks are verified, an assessment should
be made on the public resources and assets that
a government owns to scale down the debt. The
concept of public resources is in its broad sense.
They refer to not only revenue from taxation,
administrative charges, government conveyancing
revenue but aslo assets and natural resources, the
latter two are quite considerable. In this sense, local
governments in China have more resources to cover
their debt compared with their western counterparts.

Apart from the debt-resources match analysis,
we also need a dynamic perspetcive. We must
evaluate the effectiveness of debt utilization.
Whether risks are increasing or decreasing depends
on how effectively and efficiently the government
is using the debt. In this context, some debt can
be considered benign and some malignant. Benign
debtbooststhelocal economic growthand generate
extra public revenue. Malignant debt increases the
debt without expanding a government’s revenue.
Fiscal risk management is more than matching
the size of the debt and the resources that can
be used to cover the debt. Instead, better fiscal
risk management requies dynamic analysis of the
health of the general econoy.

Question 3: Basic framework of local fiscal risk
management

How can local fiscal risks in China be effectively
managed?

Firstly, the functions of local governments must
be clearly defined. The functions of a local
government predetermines its revenue and
expenditure, hence the scale of debt. China must
now readjust the allocation of functions between
the central and local governments. Only when
the functions of the local governments are clearly
defined can there be a better understanding
of the services required of local governments
and the associated expenditure. Otherwise,
inefficiencies occur. Shortage of local government
cashflow also arises when local governments



arbitrarily expand their powers or responsibilities.
For instance, our of political, economic or other
considerations, a local government may decide
to upgrade its infrastructure network in 3-5 years
that normally requires 10 years. PPPs are one form
of financing favored by local governments whose
debt size is limited. Although they don’t become
direct government debt, PPPs may become local
governments’ contingent liabilities and therefore
deserve due attention.

Secondly, the responsiblities for risks must be
defined and evaluated. On the one hand, we have
to clarify the liability subject, namely who should
be called responsible should fiscal risks arise. On
the other, responsiblities of the subject have to be
clarified as well. Both are important.

But now our system has bred a risk “Big-Pot”
phenomenon, where risks can be passed on from
enterprises to governments, from a lower level
government to a government at higher level, from
banks to real entities, from one administation to
succeeding administrations. Simply put, there
is no clearcut devision of responsibilities among
liability subjects. Under such a Big-Pot risk sharing
regime, liability subjects have little incentive to use
prudence and avoid risks. Breaking up such a Big-
Pot risk sharing regime is a ground work for a better
contral of fiscal risks.

Thirdly, we also need to improve our techinical
means, such as adoption of a comprehensive
budgeting system and medium-term budgeting
for the government and reform of government
accounting. Above all, there has to be a criterion
to measure government debt. Such a criterion can
be achieved by reforming government accounting
and establishing a standard of government debt
accounting. It is a basis for risk management and is
badly needed.

Fourthly, local governments have to adopt fiscal
transparency that applies to debt, resources and
fiscal risks. A complete transparency in fiscal risks
is extremely difficult if not impossible because risks

54

6th People’s Republic of China-ADB Knowledge-Sharing Platform

are likeliness and possibilities which are uncertain
and can hardly be predicted. As a matter of fact,
there are two conflicting schools of thought in
assessment and estimation of risks: the objective
school and the subjective school. The objective
school holds that risks can be forecasted and
evaluated. The subjective school, however, argues
that risks come from subjective judgement. In
reality, risks are neither objective nor subjective.
When assessing risks, mimicking models in
natural sciences have to be accompanied by fiscal
transpancy which is not yet available.

Question 4: The regime of local government fiscal
risks management.

A key issue related to local government debt and
risks is the local government financing vehicles
(LGFVs). There has been heated debate on the
roles of LGFVs. In my opinion, LGFVs are the exact
point from which we construct local government
investment and financing mechanism. They were
created when the old budget law forbade local
governments from issuing bonds. So the large
amount of local government debt has actually been
incurred through LGFVs.

In a certain sense, a LGFV is a special form of a PPP
with Chinese charicteristics. It is a combination of
market and government forces. Although LGFVs
need to be reformed in many aspects, they have
achuallly helped China during the last global
financial crisis. They have contributed to China’s
urbanization. What we need to do with LGFVsis to
improve them and transform them into transparent
partnerships instead of abolishing them.

While trying to make more use of PPPs, we have
to figure out what PPPs exactly are. We need to do
much more than just approving of or disapprove
of it.

It is unfair to blame LGFVs for all the local
government debt. LGVs have multiple functions.
They can help assemble public resources and
integrate the functions of local governments. They
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have played the role of coordination in construction
by pulling together resources controlled by different
departments. LFGVs have also helped control fiscal
risks because they can take ex ante measures and
reduce the possiblity of ex-post bill-footing.

LGFVs are more than a investment and financing
vehicle. They are also an instrument to contral
fiscal risks. Although LGFVs may entail fiscal risks,
they can also aggregate and integrate different risks
into one large pool. In this sense, the risk control
function of LGFVs should be better exploited. We
need to improve them and turn them into a virtuous
mechanism that absorbs money, use money
effectively and make repayments sustainable.
Only when the risks are assembled can we hope to
effectively control fiscal risks.

Thank you!

Recent Australian Initiatives

From the presentation of Michael Schur,
Managing Director, Castalia and former Secretary
of the New South Wales Treasury, Australia

Enabling framework for PPPs should be supportive
of all kinds of infrastructure investment, not
only PPPs. The four key pillars of an enabling
framework are:

* Planning. Improved planning provides
transparency and enables better coordination
across government jurisdictions. Better
coordination can lead to reduced procurement
costs.

* Funding. Funding should be optimized to
provide certainty that is consistent with the
planning horizons, maximize government’s
funding capacity, which should also be balanced
with the user’s willingness and ability to pay.

* Financing. Efficient financing will make
projects bankable and minimize funding
requirements.

* Reform. Inevitably, sector-specific reforms will
be required because the general framework
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is always going to be a necessary, but not
a sufficient condition, for private sector
participation.

These are not everything required for a PPP
framework, but are the key four aspects. Figure 3
demonstrates these four key aspects required in a
PPP framework.

Successful funding and long-term financing
depend on the consistency, transparency, and
reliability of long-term planning. A PPP is not an
investment decision; it is a procurement decision.
The investment decision should be made in line
with long-term investment planning. Project
viability, funding, and government support in
addition to other aspects must be secure before
the PPP is procured. Dedicated agencies set up
to coordinate infrastructure investments, such as
Infrastructure Australia and Infrastructure New
South Wales, are helpful in ensuring successful
long-term planning.

Once an investment decision has been made,
the next step is to decide on funding and finance.
Funding refers to how an infrastructure will be
paid for over time. In order to best increase a
government’s funding capacity, a long-term
planning horizon should be created that is linked
to a long-term capital planning commitment. This
horizon can be changed when necessary, but it
gives agencies certainty as to what their future
funding limits are likely to be. Given the high cost
of new infrastructure, investment pricing signals
can play an important role in aligning supply and
demand. Capital recycling is an important part in
infrastructure planning as well. In Australia, the
federal government can use its leverage to facilitate
reforms at state and local levels.

Financing refers to the need to deal with the
mismatch in timing between upfront development
costs and future revenues. The simple fact is that
projects cannot be financed unless they are fully
funded through taxpayers and users. Countries
that struggle to attract sufficient capital tend to



Figure 15: Key Aspects of PPP Frameworks
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have policies that confuse funding and financing.
Countries with successful infrastructure projects
tend to have policies that link funding and financing.
Fully funded projects that meet all financing
obligations are not always bankable because of a
lack of trust. An improved appraisal methodology
can help attract private sector funding so that
everyone understands the basis of the appraisal.
The government can also provide temporary credit-
enhancement measures that can help provide risk
guarantees and decrease borrowing cost without
using public sector resources.

A general framework for planning, funding,
and financing infrastructure is a necessary, but
insufficient condition for increased private sector
participation. Experience in different countries
has shown that various structural changes in
specific sectors are required to attract private
investors. Examples of common issues that need
to be addressed include unreliable government
subsidies, issues over land acquisition, and the role
of state-owned enterprises in the PPP market.
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An Advisor’s Perspective

Seng Chee Lee, Partner, Capital Projects and
Infrastructure, PricewaterhouseCoopers

Risk allocation between the public and private
sectors must be well grounded. Every risk that
occurs within a transaction has a cost. The more
risk the government intends to pass on to the
private sector, the higher the rate of return will
have to be for that project. This depends on
the terms of the contract and, if the terms are
beyond the market norm, then it will be a riskier
contract and, therefore, more expensive. Certain
transactions, where all of the risks have been
passed on to the private sector (such as the
traffic risk from toll roads) can see wide variations
in outcomes. In certain cases, the likelihood that
the actual traffic will meet the original projections
is very low. The private concessionaire could go
into financial difficulty and even default, which
forces the government to step in to ensure that
public service remains available. The opposite
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happens when large roads are being built that are
major thruways and more traffic than expected
occurs, resulting in large profits for the private
sector. This occurs infrequently, but can occur.
In such situations, the government may be
criticized for allowing excessive gains to be made
by the private sector. Should the traffic demand
risk be passed on to the private sector when the
outcomes are polarized?

In PPP procurement, there is competition for
pricing and innovation which creates a whole
package solution that provides value. The
question becomes whether the government
can get that same value in direct negotiations,
but it is often very difficult to do so. In many
countries, direct negotiations are banned except
in very exceptional situations where they allow
for strategic partnering. So, for example, in
the defense sector, we find a lot of strategic
partnering because the availability of competition
in that particular sector market space can be
very limited due to technologies involved. But
generally, across infrastructure sectors—water,
energy, electricity—there are more than ample
players in the market.

What is the role of state-owned enterprises
(SOEs) in the PRC? In Thailand, there is an
explicit rule banning SOEs from participating.
In Singapore, SOEs can bid but they bid on a
level playing field and do not receive special
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privileges compared with any other companies.
This creates a healthy environment for successful
and competitive PPPs. In the PRC, there are SOEs
that have mandates for developing projects in
a particular sector such as toll roads or water.
Within these respective companies, there is an
established capital market vehicle. This leaves
the question of how projects in the PRC are going
to be tendered.

Contracts are central to the arrangement between
the public and private sectors because they
govern over a long period of time. Some of the
internationally developed contract templates
have been created with years of experience that
highlight the areas where disputes are likely to
arise. The contract needs to be robust enough
to deal with most of the situations and equitable
in their handling. There needs to be a clear rate
of compensation that will be made to the private
company as well as clear deductions for the private
company if they fail to complete parts of the
contract.

Capital recycling presents opportunities for
governments when they are thinking about new
PPP projects. There are opportunities to evaluate
assets in order to find ways to generate income
to boost infrastructure investment. The cost of
maintaining the infrastructure over the long term
is substantial and is generally larger than the initial
investment made.
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From the presentation of Ying Qian, Director,
Public Management, Financial Sector, and
Regional Cooperation Division, East Asia
Department, ADB

ADB’s East Asia Department had the honor of
hosting this platform. Now on its sixth year, this
conference has become a flagship of cooperation
and knowledge-sharing. We decided to cover
PPPs as the key theme in this year’s event.
The conference was well organized and was
implemented very well.

Thanks to the PRC’s strong support, we have been
able to share a lot of experiences. In my opinion,
communication between developing countries is
crucial. Typically we see more of developed-to-
developing country dialogue, where developed
world consultants tell us what needs to be done.
Through this particular platform, we were able to
get together to share common experiences that
actually work.

PPP has recently become considerably more
popular,and | can say that 2014 is the year for PPPs.
Throughout the past few years, we have made
significant progress with these types of forums.

We have been able to reach deep insights of PPP,
deepening PPP platforms in our countries. We
need to know the right way to do things. So, this
platform gives us a place to share our experiences,
rather than learning from failures or errors later.

PPPs have also become a new form of normality.
Everybody is embarking on PPPs, and is beginning
substantial implementation of PPPs. | hope this
workshop helps us to achieve these objectives.

Over the past 2 days, three overarching ideas for
PPP models have been discussed.

* First, PPP itself is not for show; rather a
procurement decision in public investment
and public management. Government and
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Concluding Remarks

parties responsible for a project need to
understand players, risks, and policies involved
in PPPs. They need to make sure PPPs are
considered as part of a normal investment
program.

* lIthasalsobeen highlighted that PPPs are about
financing, not about funding. From time to time,
we hear that the government uses PPPs because
of shortage of budget, but these governments
will be disappointed. PPPs are another norm of
public management. They are about a better
way of financing, but government commitment
still needs to be there.

* Lastly, we have discussed all necessary
conditions for good PPPs. These conditions
include conducive legal and policy
frameworks, and availability of standard
documentation. “PPPs are a marriage, not a
wedding”: You need to update, face problems,
be willing to improve and change. Also, PPP
institutions are very important and useful.
Once you have good central PPP body, over
time, such a mechanism can be passed on to
local government levels.

From the presentation of Ying Wang, Director,
Knowledge Cooperation and Technical
Assistance Division, Department of International
Economic and Financial Cooperation, Ministry of
Finance, PRC

Over the past 2 days, we have seen not only a
lot of consensus, but also some differences in
our discussions of PPP. We have shared good
experiences as well as lessons learned. This type of
communication is important to inspire further PPP
conversations and thinking.

We have discussed some of the necessary
frameworks for PPPs, and how we can use PPP to
our advantage. We have laid good groundwork for
the next steps in the development of PPP in the
Asia and Pacific region. We have shared insights at
a theoretical level, as well as best practices, which
have laid solid cornerstones.



The ADB estimated that infrastructure will reach  countries develop infrastructure. | hope that we
US$730 billion in our region by the end of 2020,s0 ~ can continue to probe good practices and good
PPPs will have a big role to help the Asia and Pacific ~ experiences.
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9:00 - 9:30
10:00 - 12:15
11:15 - 12:15

Appendix A:
Conference Agenda

Day 1: Tuesday, 25 November 2014

Moderator:

Ying Wang, Director, Knowledge Cooperation and Technical Assistance Division, Department of
International Economic and Financial Cooperation, Ministry of Finance, PRC

Keynote speakers:

Yingming Yang, Deputy Director General, Department of International Economic and Financial Cooperation,
Ministry of Finance, PRC

Ayumi Konishi, Director General, East Asia Department, Asian Development Bank (ADB)

Moderator: Jie Sun, Research Fellow, Doctor, Research Institute for Fiscal Science, Ministry of Finance, PRC

This session will recap the latest thinking on what a public-private partnership (PPP) is, and why and how it should
be used, drawing on case studies. The experience of Australia and the Republic of Korea will be examined to explore
how PPPs can be used in health and education as well as new areas of economic infrastructure. The broadening

of the Philippines PPP program into new areas of the economy will also be examined, along with insights from the
regional experience. Contributions from the floor will be encouraged.

Presentations:

The PRC’s Experience Xiaoping Jiao, Deputy Director General, Clean Development
Mechanism Fund, Ministry of Finance, PRC

The Experience of the Republic of Korea Hojun Lee, Director, PPP Division, Public and Private
Infrastructure Investment Management Center, Republic of
Korea

Australia’s Experience Michael Schur, Managing Director, Castalia and former
Secretary of the New South Wales Treasury, Australia

Question and Answer

Panelists:

A Perspective from the Philippines Rina P. Alzate, Director, Project Development and Monitoring
Facility Service, Philippines PPP Center

A Regional Perspective Seethapathy Chander, Special Senior Advisor (Infrastructure
and PPP), ADB

Remarks from a PPP Advisor Seng Chee Lee, Partner, Capital Projects and Infrastructure,
PricewaterhouseCoopers

Lessons from the United Kingdom’s Shirvine Zhang, Director Corporate Finance, KPMG Advisory

Experience (China) Limited

Question and Answer

continued on next page
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Appendix A

14:00 - 15:30

16:00 - 17:00

09:00 -10:30

continued

Moderator: Ayumi Konishi, Director General, East Asia Department, ADB

This session will explore the enabling environment for PPPs with an emphasis on what governments need to do

to encourage robust PPPs and ensure a strong deal flow. The need for PPP laws and strengthening of the broader
regulatory framework will be examined. The reasons why many governments are increasing their financial
participation in PPPs, and how they are doing this, will be explored. Government contributions, fiscal subsidies,
and tax preferences will be discussed, along with ways that governments are structuring projects so they are more
attractive to a broader group of investors. The potential risks of government participation will also be examined.
The session will feature the experience of the India Infrastructure Financing Company Limited, which has financed
55 PPP projects with the help of $1.9 billion in support from ADB.

Presentations:

The India Infrastructure Finance Company  Sanjeev Ghai, Chief General Manager, India Infrastructure

Limited
Facilitating PPPs in Asia

Recent Australian Initiatives

The Legal Aspects of PPP
Question and Answer
Panelists:

The Government of the PRC’s
Procurement System Arrangements for
Selecting a PPP Cooperation Agency

An Advisor’s Perspective
A Perspective from South Asia’s
Experience (10 minutes)

Observations on PPP funds

Question and Answer

Financing Company Limited

Seethapathy Chander, Special Senior Advisor (Infrastructure
and PPP), ADB

Michael Schur, Managing Director Castalia and former
Secretary of the New South Wales Treasury, Australia

Ellen Zhang, Partner, Pinsent Masons

Wang Ying, Director General, Office of Government
Procurement Administration, Treasury Department, Ministry of
Finance, PRC

Seng Chee Lee, Partner, Capital Projects and Infrastructure,
PricewaterhouseCoopers

Cheolsu Kim, Lead Finance Specialist, South Asia Department,
ADB

Craig Sugden, Principal PPP Specialist, East Asia Department,
ADB

Day 2: Wednesday 26 November 2014

Moderator: Seethapathy Chander, Special Senior Advisor (Infrastructure and PPP), ADB

This session will examine institutional arrangements for PPPs with an emphasis on PPP units. Case studies

will be presented from the Philippines, Bangladesh, and Pakistan. Special attention will be paid to the roles and
functions of PPP units and how they operate. The allocation of responsibilities for project screening and selection,
preparation, implementation, and supervision will be explored. Approaches to ensuring coordination across sectors
and levels of government, and the sources of success and potential hurdles, will be explored.

Presentations:

The Success of the Philippines PPP Center

The Experience of Bangladesh

Pakistan’s Experience

Rina P. Alzate, Director, Project Development and Monitoring
Facility Service, Philippines PPP Center

Syed Uddin, CEO, Bangladesh PPP Office

Mujtaba Shahneel, Director General, Finance Department,
Sindh Public Private Partnership Unit, Pakistan

continued on next page
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11:00 - 12:00

14:00 - 15:30

15:45 - 16:30

16:30 - 17:00

Lessons from the Republic of Korea’s Hojun Lee, Director, PPP Division, Public and Private
Public and Private Infrastructure Infrastructure, Investment Management Center, Republic
Investment Management Center of Korea

Question and Answer

Panelists:

Observations from an Emerging PPP Bekhbat Sodnom, Director General, Department of Innovation
Nation and PPP, Ministry of Economic Development, Mongolia
Observations from the Experience of Yesim Elhan-Kayalar, Principal Public Management Specialist,
Central and West Asia Central and West Asia Department, ADB

Remarks from the International Experience Trevor Lewis, Senior PPP Specialist, Office of PPP, ADB
Institutional Arrangements for PPPs: Zhi Liu, Director, Lincoln Institute of Urban Development and
Experience from the PRC and Other Land Policy Research Center, Peking University

Countries

Question and Answer

Moderator: Xiaolong Mo, Deputy Director General, Clean Development Mechanism Fund, Ministry of
Finance, PRC

This session will examine the fiscal risks that PPPs can bring and how they should be managed. Presenters will draw
out the key actions required to ensure a fiscally sustainable PPP program. Good practices for evaluating projects,
and identifying and allocating risks, will be discussed. The integration of PPP risk management within broader
fiscal risk management, and ways of recognizing PPP liabilities within debt sustainability frameworks, will be also
explored. The session will draw on insights from the PRC and international experience.

Presentations:

Local Government Debt, Fiscal Riskand ~ Shangxi Liu, Director General, Research Institute for Fiscal

Management Framework Science, Ministry of Finance, PRC

Best Practices from the Organisation Douglas Sutherland, Senior Economist and Head of US/Iceland
for Economic Co-operation and Desk, Economics Department, Organisation of Economic Co-
Development operation and Development

The World Bank’s Framework for Binyam Reja, Lead Transport Specialist/Cluster Leader for PRC

Managing Fiscal Commitments from PPPs and Mongolia Transport Practice, Transport and Information
Communications and Technology, World Bank

Question and Answer

Panelists:

Remarks from a PPP Center Syed Uddin, CEO, Bangladesh PPP Office

A Treasury Perspective Michael Schur, Managing Director, Castalia and former
Secretary of the New South Wales Treasury, Australia

A Perspective from a PPP Advisor Denzel Hankinson, Managing Director, DH Infrastructure

Question and Answer

Moderator:

Ying Wang, Director, Knowledge Cooperation and Technical Assistance Division, Department of
International Economic and Financial Cooperation, Ministry of Finance, PRC

Speakers:

Yingming Yang, Deputy Director General, Department of International Economic and Financial Cooperation,
Ministry of Finance, PRC (15 minutes)

Ying Qian, Director, East Asia Department, ADB (15 minutes)
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Rina P. Alzate
THGE o Bl R E4E

Rina P. Alzate is one of the directors of the Public-Private Partnership Center (PPP
Center) in Philippines, which is a government agency that facilitates PPP project
preparation and implementation, formulates policies to further improve the PPP
enabling environment, and manages the Project Development and Monitoring
Facility (PDMF). As the PDMF service director, she is responsible for evaluation of
PDMF support requests from implementing agencies, recruitment of PPP advisors,
contract management, and PDMF financial management.

The PDMF, which is a US$70-million revolving facility cofunded by the Government
of the Philippines and the Government of Australia through ADB, is used to engage PPP project preparation
and transaction support consultants who will prepare feasibility studies and tender documents for PPP
projects, and advise the government from the tender process until financial close.

AN « B 7R B4 2R R PPPH O AR — . R EPPPHLOL SRR AER EUN,  JLHRRER (e 2tPPP
T H IAEEANIRAT 1€ 2SO PP SR DK BRI A T AR MU B B AR 9T H A AT AR
SRV EAE, BROR « Bl7RE4s 4 E B A STUPAS T H AT HUR ISR BE SR LU IS PPPIR H LA L
A RN SR R A LA 55 8 PN B

I A R 55 WA A AR S EURF AR R S B 38 I S A BRAT I 5 L B S, 2 — K
700013 R TCHA PR RN, HIRE L B2 2 SPPPILH (HE&, ks v AT VERT ST RIPPP I H
Bbr SCIF IR N S SRS ST SR, IFABUN SRR LA IR SS, B E BRI,

Seethapathy Chander
ST - AR

Seethapathy Chander is the special senior adviser (infrastructure and PPPs).
He is responsible for advising ADB’s Management on these areas as well as on
broader organization issues.

Chander has been with ADB since 1992 serving as its director general, Regional
and Sustainable Development Department concurrently chief compliance
officer; principal director, Office of Information Systems and Technology; deputy
director general, and officer-in-charge, Private Sector Operations Department;
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and chair of ADB’s Energy Committee. Prior to these managerial assighments, Chander worked on public
sector energy projects in South and Southeast Asia as energy sector specialist.

Before joining ADB, Chander worked for 15 years with NTPC Ltd,, India’s largest power utility. He was part
of the teams responsible for planning, design, procurement, construction supervision, and commissioning
of NTPCs first 400-kV transmission systems, and later headed groups responsible for implementing India’s
first high-voltage direct current transmission system.

A first class graduate of the Indian Institute of Technology at Delhi, Chander is a power systems engineer
with a specialization in high-voltage transmission systems.

FETIALT o A A BT T e i ATPPP AL 5l i g B e, 47 57 0 47 FE Al 15 f AN PPP A Y 45 1) 7 B
FZH R FH .

BB T 1992 AT K ARAT, EHHEXEM T A RR R KR E R M E . FERGEM
BRI AZTAR AEFTISS RERKAR AT WATREIRZR A 2> T AF RS . fHARIX e F
R, EESEAE AR N REIR I T X ) T R AT 2K R I R REVE T H AR .

IMANEAT Z T, B T B S K i 0 2 ] B B 5 ) A RIHIB 15 5E 2 A, W A1 ST EN
FEE A E A 00 TR i Rl . BEvh SR TREMEE ARG TAR, IRV BN G 5e N
BT BN E R B A R S

PENENE I T2 B T EeMb AR 2 —, SRR IR — 4 B Him R L R G R ) R G LA

Sanjeev Ghai

RAK - =H

Sanjeev Ghai has over 32 years of experience in financial services, project
finance, investment banking, infrastructure lending, PPPs, and safeguards. He has
presented and/or delivered lectures on these subjects (including on safeguards)
both in India and overseas, and has worked both in public and private sectors.
He has served as director on the boards of leading Indian corporate houses.

For the past 5 years, he had been working with India Infrastructure Finance
Company looking after multilateral financial institutions such as ADB, the World
Bank, KfW, EIB, and Safeguards (environmental and social). He was able to raise
over US$2 billion funding from such institutions.

[IFCL has supported and/or financed about 275 PPPs in India in sectors such as highways, power (including
solar and wind), airports, seaports, transmission lines. [IFCL is wholly owned by the Government of India
and is a leading infrastructure financing company.

FNR « S EAE SRS . WIH RS BSHRAT . JEAN Bt DY EK . PPPAN 2 42 b 47 A5 U A
32NN, FFAE BN R Al SOT A iR (BEPPPAI &l o RN, il AR
MM IS I SAK « SR EIERE AR o EF.
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LT, FANR « eIl T e R vt X e Rt IR A =], EEATTEWAT. AT,
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Xiaoping Jiao

B

Xiaoping Jiao, senior economist, with master’s degree on international economy
from Columbia University and also on economics from Peking University. Jiao is
now vice chair of the MOF PPP leading group office, and deputy director general
of China CDM Fund of the Ministry of Finance.

Since 1989, Xiaoping Jiao has successively worked in the budget department,
the international department, and general administration office of the Ministry
of Finance; the National Group Purchasing Power Control Office; and the
department for World Bank affairs. Xiaoping Jiao has translated and published
books including How to Engage with the Public-Private Partnerships in Emerging Markets, Leveraging the
carbon playing field: international competition and US climate policy design, Future Low Carbon Technology,
“EU emission trading scheme rules”, etc.

N, RRATEIN, EEEHE R E A B A it JEsURE AT At . B 19894 L
TS . E ISR L A EFARAT A AT EERE SR R LR, BUE
MSBUF A 2 RAGAE (PPP) AU/ NP A S EI AR, o S A RS2 &8 2O ) 4.
iR T (BUNTTS AR (RS- 0 5 EAURBEE) « CRRIRBRECR) M
(BRI HRSCE S R 2 D) 24

Cheolsu Kim

Cheolsu Kim has more than 20 years of professional experience in the areas
of financial and capital markets. He has served in various posts in ADB’s India
Resident Mission and Private Sector Operations Department, where he was
responsible for finance sector and capital markets development and reforms
in various ADB developing member countries. Recently, he led the three
PPP infrastructure project financing facilities totaling $1.9 billion with India
Infrastructure Finance Company Limited, an apex institution mandated to
promote infrastructure development through PPP modality in India, which
includes flagship PPP projects such as Delhi international and Mumbai
international airports. He has published two books on pension reforms in India in 2011. Prior to joining
ADB, he was chief economist at an investment bank in the Republic of Korea and taught graduate and
undergraduate economic courses in the United States and the Republic of Korea. He has a Ph.D. in
Monetary Economics from Vanderbilt University, USA.
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Cheol sus A 7E SR ¥ K AT AT 20 4E I ML 2806 . AOTENEATIEAESE 2 MRS, W 7ENEAT BEED
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Ayumi Konishi
/N

Ayumi Konishi is the director general of the East Asia Department of the
Asian Development Bank (ADB). He assumed office in June 2013. Konishi is
responsible for ADB operations in the People’s Republic of China and Mongolia,
and ADB relations with Hong Kong, China; the Republic of Korea; and
Taipei,China. Konishi joined ADB in 1988. He has served in various capacities,
including his last three positions as the deputy director general for ADB’s Pacific
Department (2012-2013), senior advisor to the Strategy and Policy Department
(2011-2012), and ADB country director for Viet Nam (2006-2011). Konishiis a
career international civil servant with 30 years of experience.

/NFEZE (Ayumi - Konishi) Se A BUEWIMIT KRR AT R SR, T20134E6 H AT, 6ot B A&
E X R WATISE H S, DT 5. sEM ARG xR B4 T 19884 A AT,
MITZ AR, L = KIRGS NWAT K FERE K (2012 -2013) « SREEFIECR J5 = 2217
(2011 -2012), AR WATH G E AL E EARE (2006 - 2011) o A2 — LI EBRA S B, EA30
ERTAELLR.

Hojun Lee

Hojun Lee was hired as a fellow of PIMAC in the Korea Development Institute
(KDI) in 2009. Since January 2014, he has been a director of PPP division of
Public and Private Infrastructure Investment Management Center (PIMAC),
KDI.

Since Lee has established his career in KDI, he has conducted researches on the
throughout topics of mechanism design in the public sector, law and economics
of property rights, regional and infrastructure development, and public finance;
coordinated in formulating budget plans, and social and economic policies of
the Ministry of Strategy and Finance and other ministries. As a project manager, he has also carried out
preliminary feasibility studies and value-for-money test on various public investment projects.

Bornin the Republic of Korea, Lee holdsa B.A.and an M.A. in economics from the Seoul National University
and a Ph.D. in economics from the University of Wisconsin-Madison.
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Seng Chee Lee
2R

Seng-Chee Lee is a partner of PricewaterhouseCoopers (Singapore). He
provides financial advisory services to support complex transactions, in
particular in capital and infrastructure projects.

He has more than 17 years of experience in financial structuring, finance-
raising, and M&A activities in both buy and sell sides, government and private
sector advisory roles, including expertise in PPPs and private finance initiatives
frameworks.

He has advised on the development of a number of milestone infrastructure projects and transactions
in Asia, Europe, and Singapore covering sectors including power, water and/or wastewater treatment,
transport infrastructure (toll roads, bridges, ports, mass rapid transport, airport, etc.). Seng-Chee has
worked with many government agencies, major project finance institutions, infrastructure funds, strategic
investors (e.g., developers), and multilateral and/or bilateral donor agencies on infrastructure development,
investments, and divestments.

ZE RTINS B AR SN, LE TR 55 Wk ST, el A A 5 B BRI H I H .
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Trevor Lewis

FeE I - XIS

Trevor Lewis leads and supports innovative infrastructure financing, focusing on
PPPs in ADB operations in developing member countries.

Trevor also leads the secretariat of ADB’s PPP community of practice in its
contribution to catalyze private participation in ADB’s DMCs in terms of
infrastructure investment as well as infrastructure service delivery. As the
knowledge anchor, he assimilates and disseminates PPP best practices within
ADB and externally.

Prior to joining ADB, Trevor previously held roles in the private sector. He oversaw principal investment and
strategy at a regional commercial bank and he cofounded one of the largest private equity infrastructure
funds in Asia with the Macquarie Bank Group. He began his infrastructure finance career in financial
advisory and has advised both public sector and private sector clients. He holds a B.Sc. from the Mount
Allison University.
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Shangxi Liu
0 o

Shangxi Liu, doctor in economics, currently serves as research fellow and
professor of Research Institute for Fiscal Science, Ministry of Finance of the
PRC, doctorial supervisor, party secretary and president all rolled into one. He
is granted special allowance by the State Council, and one of the state-level
experts of China National Talent Plan. Other current titles include member
of the National Educational Advisory Committee, member of the National
Medical Reform Advisory Committee, member of the Review Panel of the
National Social Science Fund, expert of the Expert Group of China National
Commission of Disaster Reduction, special taxation commentator for the
State Administration of Taxation, budget supervisory consultant for the Standing Committee of Beijing
Municipal People’s Congress, executive director and vice secretary-general of China Public Finance Society,
special research fellow of research institutes including NDRC, and special reviewer for periodicals such as
Economic Research Journal.
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Ying Qian
BRE

Ying Qian is director of the Public Management, Financial Sector, and Regional
Cooperation Division of ADB’s East Asia Department. Ying Qian and his
colleagues in Mongolia and in the PRC initiate and implement programs and
projects in areas of access to finance; green and innovative financial services;
regional financial market integration and financial stability; fiscal reforms;
social security; governance; and private sector development. They also work, at
subregional level in Central Asia and Southeast and Northeast Asia, on regional
cooperation, trade facilitation, and trade and investment programs and projects.

RIS AEBUE AT R SR A U B L e S XIS PR AL AR o B St A AN Al 5 ot [ A e [ ) ) 59
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Binyam Reja

AR,

Binyam Reja is responsible for coordinating the World Bank’s transport lending
program for the PRC, covering highways, railways, and urban transport projects,
and for leading policy dialogue with client governments in central, provincial, and
local governments. Prior to moving to Beijing in August 2012, Reja was the senior
transport economist and acting sector manager for the South Asia Region of the
World Bank based in Washington, DC where he was responsible for managing
several transport and urban transport sector projects and promoting high-level
policy dialogue with client governments in the South Asia region. He has worked
extensively on transport financing reform, PPP projects, and public transport
sector regulatory and institutional reforms.
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Mujtaba Shahneel
BEE « WRR

After working at SAMBA’s Investment Banking Group for almost 3 years, Mujtaba
Shahneel joined the Public Private Partnership Unit in Finance Department,
Government of Sindh in 2010 as director - Finance & Risk Management, where
he was promoted to director general in March 2013. Prior to his SAMBA’s stint,
he worked in the management consulting industry in Canada for close to 3 years.
He has worked on land mark transactions, including the first road PPP, the first
provincial energy PPP, and the largest commercial financing in Pakistan.

He has a BA (hons) in Economic Management & Development from University of Toronto and an MBA
in Strategic Finance from Edinburgh Business School (United Kingdom). He is also a CFA charter-holder
from CFA Institute, USA and has a PPP certification in project development from the Commonwealth
Business School (United Kingdom). Currently, he is also pursuing an LLB from the University of London.
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Bekhbat Sodnom

Bekhbhat Sodnom has a BA degree on finance and credit from the Russian
Plekhanov Academy of National Economy, and an MA on international
development policy from the Duke University in North Carolina, United States.

Among others, he served as expert in the Aid Coordination Unit under the Prime
Minister’s office, as advisor to chair of Parliamentary standing committee, and
as advisor to the minister of construction and urban development and to the
minister of health.

He was member of the boards of Xacbank and Tenger Financial group, and chair of the boards of Netmon
NBFI and Xacleasing, as well as nonprofit institutions such as The Genden Foundation, The Amarjargal
foundation, Mongolian PPP Support Center, Construction and Technology College, and Rotary Club of
Ulaanbaatar.

He was appointed as the first honorary consul of the Philippines to Mongolia. He provided consulting

services to international institutions, such as ADB, the World Bank, EBRD, WHO, UNDP, and others. As
an example, he conducted ADB’s Mongolia country assistance program evaluation, the first assessment of
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the private sector development in Mongolia, and the first assessment of governance in Mongolia. He was
alead consultant in advisory services on private sector participation in the power sector, the key person in
the establishment of the health promotion foundation in Mongolia.

Since 2008, he has been promoting PPP development in Mongolia. When he was advisor to the
parliamentary ad hoc committee on PPP, he and his colleagues drafted the state policy on PPPs and the
Law on Concession, which were adopted by Parliament in 2009 and 2010 respectively.
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Craig Sugden
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Craig Sugden is an economist with more than 25 years of experience in
Australia and in Asia and the Pacific. He has contributed to the preparation or
management of PPPs for tollways, electricity distribution, sea and airports, and
metro and rail lines. He is also experienced in the management of privatized
and corporatized public services, regulatory reform, and the strengthening
of government planning, budget, and revenue systems. Sugden has provided
economic advice for the resolution of a wide range of commercial disputes and
was appointed as an expert economic witness to the Australian federal Court.
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Sun Jie
g

Sun Jie, who has a Ph.D. in management, is a research fellow in the Research
Institute for Fiscal Science, Ministry of Finance, PRC; secretary-general of the
Public-Private Partnerships Research Committee of China Public Finance
Academy; ADB’s PPP expert; and commissioner of Expert Committee of China
Non-Profit Organization Promotion Association.

Sun lJie has been engaged in PPP research since 2002. In 2013, Sun lJie
communicated with the United Kingdom Treasury Infrastructure Bureau, the
Manchester University, and KfW about PPP experiences and then cooperated
with ADB and the Embassy of the United Kingdom in Beijing to promote PPP. His main academic
contributions are:

1. The first person to take PPP as a management model instead of project financing. Sun Jie did research
on PPPs from the point of view of management and defined the concept of PPP in management
aspects.

2. Consider BOT, BOOT, PFl, and other programs as a form of PPP instead of parallel form for the first time.

3. Didresearch on the application of PPP from many aspects, such as education, medical care and health,
infrastructure, affordable housing, postdisaster reconstruction, local debts reduction, public services,
etc. Published more than 50 papers, wrote four well-known books and participated in several research
projects.

“Actively Adopting New Management Model — PPP in the Construction of Infrastructure in New Rural
Areas” (in collaboration with Jia Kang), which was submitted to the State Council as specific information,
attained the affirmative instructions of Jin Renging, former minister of finance. Importantly, it also got the
affirmative instructions of Hui Liangyu, former vice-premier.

Contact: 010-88191186, 188-1009-9009, Email: mofsj@163.com
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Douglas Sutherland
BRI - FREE

Douglas Sutherland is a senior economist and head of the United States
and Iceland desk of the OECD’s economics department. Sutherland joined
the economics department in 1998, initially working on bilateral economic
surveillance and contributing to the publication of economic surveys of the
Russian Federation. He then worked on a wide range of topics, including
examining the design of subcentral government fiscal rules, sustainable
development, and public sector efficiency. More recently, he has led projects
on infrastructure investment, fiscal consolidation, countercyclical economic
policy, and macroeconomic stability. Prior to joining the OECD, he worked as a
research fellow at the University of Birmingham, from where he obtained his Ph.D.
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Syed Uddin
FUE - 5T

Syed Uddin was appointed in January 2012 as chief executive officer of the PPP
Office under the Prime Minister’s Office, Government of Bangladesh. In his
role as CEQO, he has taken over the lead responsibility for the development and
implementation of the PPP program in Bangladesh.

He has focused oninfrastructure, finance, and trade investment for over 15 years;
he was the senior policy advisor in the PPP team at HM Treasury during Rt Hon
Chancellor Gordon Brown’s tenure. Prior to joining the PPP Office, he has
been with PwC in the United Kingdom as a management consultant focusing
on advising Government of the United Kingdom departments on the optimum way for structuring their
PPP projects.

He completed his LLB (Hons) at the London School of Economics and specialized in banking and finance
law during his LLM degree before being called to the Bar from Lincoln’s Inn.
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Ellen Zhang
TR I

Ellen Zhang is the leading partner of the China Outbound Projects Practice
of Pinsent Masons LLP. She is duly qualified in the PRC, England, and Wales.
Ellen has broad experience in international energy, mining, and infrastructure
projects. She has advised many Chinese infrastructure and energy companies
with overseas ventures. Ellen is listed in the International Who’s Who of
Construction Lawyers 2012/2013 as a leading construction lawyer in the PRC.

Ellen regularly lectures and speaks on various construction and projects topics
in seminars and at conferences held by industrial organizations and universities.
Ellen has also published articles on legal topics in both Chinese and English, including a column on PPP and
PFlin Construction Times, articles on international transportation projects, as well as a series of articles on
Chinese law issues in China British Business Council magazines.
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Shirvine Zhang
K4

Shirvine Zhang specializes on advising both public and private sector clients on
PPP projects and project finance transactions across energy/power, renewables,
waste, transport, and other infrastructure sectors. She has advised a wide
spectrum of clients, including United Kingdom infrastructure fund, major
United Kingdom and international construction companies, central and local
authorities of the Government of the United Kingdom, and energy developers
in Asia as well as Chinese state-owned enterprises on greenfield or brownfield
economic and social infrastructure projects.
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Michael Schur
EFIR FF /R

Michael Schur is managing director, Castalia, based in Sydney. His career spans
both the public and private sectors, and incorporates economics, public policy,
public sector management, infrastructure, finance, PPPs, and microeconomic
reform.

He has been involved in public policy issues, and infrastructure development in
particular, since the beginning of his career in South Africa, working initially in
rural development, participating in the formulation of infrastructure financing
policy for South Africa’s first democratically elected government, and later by
pioneering the broad application of PPPs throughout the public sector, including establishing and heading
up the Government of South Africa’s PPP Unit in the National Treasury (widely regarded as international
best practice). Here, Schur developed best practice PPP implementation and contracting guidelines,
covering project feasibility analysis; financial modelling; development of bid documentation and legal term
sheets; and negotiations with preferred bidders.
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Yesim Elhan-Kayalar

MR« LRI /R—RILHL/R

Yesim Elhan-Kayalar leads ADB’s governance and public management
portfolio in central and west Asia. She has over 25 years of work experience in
the private sector, financial institutions, and academia in 28 countries. Yesim
has worked with public and private sector organizations at regional, national,
and local levels to help create institutional frameworks for private sector
participation in energy, transport, and water sectors and develop long-term
infrastructure solutions.

She has a Ph.D. in economics from the University of California; and degrees and
qualifications on finance and management from the Harvard University and the University of Michigan.
She has published and taught on the fields of economics, finance, and led research on behavioral finance
and competitiveness policy.
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Zhi Liu
X%

Zhi Liu is director of Peking University - Lincoln Institute Center for Urban
Development and Land Policy. Prior to this, Liu was lead infrastructure
specialist in the World Bank where he had worked for 18 years, with operational
experiences in East Asia, South Asia, and Latin America. He had managed
a number of investment lending projects and economic sector studies in
infrastructure and urban sectors. In 1993-1994, he was a research associate
with Harvard Institute for International Development. In 1985-1987, he taught
city and regional planning as a lecturer in Nanjing University. He has authored
and coauthored a number of academic papers and World Bank reports on the
topics of metropolitan infrastructure financing, low-carbon city development, sustainable urban transport,
motorization, and poverty and transport. He holds B.S. from Zhongshan University, M.S. from Nanjing
University, and Ph.D. from Harvard University.
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6th People’s Republic of China-ADB Knowledge-Sharing Platform
Workshop on Deepening Public—Private Partnerships

in Asia and the Pacific

25-26 November 2014, Beijing

This report summarizes the proceedings of the Deepening Public-Private Partnerships (PPPs) workshop held
in Beijing on 25-26 November 2014. The workshop was sponsored by the Ministry

of Finance of the People’s Republic of China (PRC), and the Asian Development Bank (ADB), and
coorganized by the PPP Research Committee led by the Research Institute for Fiscal Science.

More than 100 participants from 18 countries attended the workshop from central governments, local
governments, the financial and consulting sectors, academia, and development partner

institutions. The proceedings focused on identifying (i) new developments in PPPs in the region and further
abroad, (ii) ingredients for a successful enabling environment for PPPs,

(iii) good institutional models for promoting and regulating the use of PPPs, and (iv) good practices for
managing the fiscal risk of PPPs.

About the Asian Development Bank

ADB?’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing member
countries reduce poverty and improve the quality of life of their people. Despite the region’s many successes,
it remains home to the majority of the world’s poor. ADB is committed to reducing poverty through inclusive
economic growth, environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main instruments for
helping its developing member countries are policy dialogue, loans, equity investments, guarantees, grants,
and technical assistance.

ASIAN DEVELOPMENT BANK
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
www.adb.org
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