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PPP Definition

Long term (relationship beyond construction phase)

E I’ Contract based

"A long-term contract between a private party and a
government agency, for providing public services and/or

~~__— developing public infrastructure, in which the private party
bears significant risk and management responsibility, and

PriV%tion remuneration is linked to performance "
Source: PPP Reference Guide 2.0

v Mobilizing resources
v’ Achieving a long-term solutions

v' Transferring risks to the private sector




PPP Track record in the region @ECEAP

Resources mobilized e S e e
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= QOver $ 40 billion mobilized in 2015 (driven largely by Turkey)
= |ndian levels remain low compared to 2006-2012 period

= PPP covers max 20 % of infrastructure requirements based on
international experience
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Other PPP Benefits @LSCAP

Economic and Social Commission for Asia and the Pacific

= Long-term solution: quality infrastructure for > 20+ years

< >  PPP contract
Operation and Maintenance |
(@) (@)
Construction |
<« > Payment only if performance v' Durable construction

Traditional targets met throughout the

v Adequate maintenance
Procurement  length of the contract

v’ Efficiency gains

= Risk transfer: If the project costs more than planned > private
sector covers the difference

86 % of public infrastructure

projects are above budget Source: Flyvpjerg et al. / data: 258 Infra Projects
over 1910-2000 (Europe / USA / Japan)




PPP Limitations

= Not free: users and/or tax payers have typically to pay for the
project to be delivered profitably

= Public guarantees = contingent liabilities: fiscal risk has to be
properly assessed and monitored

= Complex arrangement: high transaction costs / internal capacity
constraints / not suitable for all projects (limited flexibility)

= Private sector capacity to take such long-term commitments
/ enough competition?

= Possible public resistance




Governments have a role to play... @ESCAP

. to create an enabling environment for PPPs T i

e Stable long-term vision
Policy e High level politicians championing PPP
Formulation e Track record building

e Clear legal basis (competent authorities,...)
e Adapted procurement rules
e Effective dispute resolution mechanisms

e Clear process (who's approving what and when)
* In-house expertise (PPP Units?)
e Guidance materials (model contracts,...)

Institutional
Capacity

Financial e Project Development Fund
Support e Capital Grants (VGF....)

[
e Guarantees




PPP Enabling Environment @ESCAP

Planning Actions T

= ESCAP “PPP Readiness” assessment — o

Ls Questi re to identify k
Legal basis for private sector participation in PPP is clearly defined <add number> |<add number>  |<add number> y
Establishment of dear
legal basis for PPP 42 [Limited restriction on participation of foreign investors in PPP projects 0 e’ ’ e‘ S. .

process Scali
Very good (4): Judiciary has demonstrated and
understanding of PFF policy frameviork.

Good (3): Judiciary accapts PPP framework, but lack of
experience or understanding may interfere with judicial
implementation.
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43 [udiciary understands and accepts PP policy framework

Legal provision for

| 4 [puthority and procedures are clear for scquiing rights of way

@ of PPP framework in the courts is

expected, but only based on precedents in related law.

Fair (1): The judiciary has undermined PPP policy, or is
pected to be hostile based on precedent.

Poor (0): The judiciary is hostile to PPP palicy.

e Legal and Regulatory Provision for PPPs

45 [Regulatory authority is clear for all PPP types expected

| 46 |Price and quaity of PP monopolies regulated to protect consumers and others

projects

The judiciary may not behave predictably toward
PPP projects if the framework does not have clear legitimacy,
accepted by the courts. Furthermore, practical understanding of
the process and its rationale will improve the predictability and
fairness of dispute resolution.

47 |Price regulation sufficiently flexible to adjust to major cost changes

* PPP Policy Framework

48 |Powers and resources are adequate to regulate PPP
Implementation of e e

T Ty S e I e PPP Process: Selection and Contracting

Cell €6 commented by UNESCAP |

* PPP Process: Post Selection

v Bhutan

v" Cambodia ... and to plan « Social Dimension of PPPs
government actions

economic regulation '
[ e 49 |Accounts of PPP projects available to regulators and subject to effective query .
bt e PPP Capacity
50 d efficiency
.
Maximum score for this category: 40 -

v" Lao PDR

v' Myanmar @




PPP Legal & Regulatory Frameworks

Objectives, Scope and Models of PPPs

Institutional Responsibilities (Approval, ...)

Financial Support Mechanisms

8
4
Procedures (Procurement, Dispute Resolution, etc.) .

Most countries have enacted PPP Law in
the Asia-Pacific region (e.g. Afghanistan, o
Bangladesh and Turkey) ... W PPP Guidelines
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