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Current Context
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2016 SONA Policy Pronouncements

oPoverty 
Reduction

o Lasting Peace

oBetter Economy

oRobust Growth

oEmployment

oEconomic 
Opportunities

oEntrepreneurship 

oCompetitiveness

oStreamline 
Process
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My Own 10
1. Waste-to-Energy/ 

Renewable Energy
2. Water Supply
3. Septage/ Sewerage
4. Reclamation
5. Rehabilitation Centers
6. Monorail
7. Bridges
8. Mixed-Use Land Dev’t
9. Markets and Terminals
10. Smart Cities
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Awarded Projects
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27 JV/ PPP Projects by GOCCs/ GIs
1. Water Concession (MWSS)
2. Boracay Water Distribution (PTA)
3. North Bonifacio Land 

Development (BCDA)
4. Cagayan Airport (CEZA)
5. Land Development (NHA)
6. [Paper Supply (PCSO)]
7. Broadcast City Land Development 

(IBC 13)
8. Reclamation (PEA)
9. Transmission Concession (NPC)
10. Land Development Privatization 

(FTI)
11. UP Technohub (Lease)
12. UP Town Center (Lease)
13. Traffic Information Board System 

(MMDA)
14. Clark Green City (BCDA)
15. SCTEx Concession (BCDA)

1. Bulk Water Supply (Zamboanga City WD)

2. Bulk Water Supply (Davao WD)

3. Bulk Water Supply (Butuan WD)

4. Develop, Rehabilitate and O&M (Lingayen 
WD)

5. Develop, Rehabilitate and O&M (Lemery WD)

6. Develop, Rehabilitate and O&M (San Carlos 
WD)

7. Develop, Rehabilitate and O&M (Tarlac WD)

8. Develop, Rehabilitate and O&M (Daraga WD)

9. Develop, Rehabilitate and O&M (San Pedro 
WD)

10. Develop, Rehabilitate and O&M (Camiling
WD)

11. Bulk Water Supply (Tagum WD)

12. Bulk Water Supply (Metro Ilolio WD)www.albertocagra.com



31 LGU JV Projects

1. Cavite Province Housing
2. Camarines Sur Water
3. Camarines Sur Wind Power
4. Iloilo City Ferry Terminal
5. Pasay City Reclamation
6. Paranaque City Reclamation
7. General Tinio Reservoir 
8. Calamba Regional Government 

Center
9. San Juan City Columbarium
10. Nueva Ecija Business Hub
11. Valenzuela City Center
12. Valenzuela City Market
13. Bataan Transport Mall
14. Bataan Capitol Redevelopment
15. Cordova Reclamation

16. Tiwi Water Supply Improvement
17. Davao Port Development
18. Malabon Socialized Housing
19. Manila Dialysis Center
20. Manila Harrison Plaza
21. Manila Quinta Market
22. Manila Sta. Ana Market
23. Manila San Andres Market
24. Manila Trabajo Market
25. Manila Sampaloc Market
26. Manila New Antipolo Market
27. Manila Reclamation
28. Quezon Bulk Water, Hydro Power 

and Wind Power
29. Cebu-Cordova Bridge
30. San Luis Mini-Hydro
31. Puerto Princesa Waste-to-Energywww.albertocagra.com



9 LGU Non-JV PPP Projects

1. Mandaluyong City Marketplace (BT/ BOT)

2. Cebu Property Ventures Development 
(Corporatization)

3. Northern Samar Provincial Hospital Pharmacy (Lease, 
O&M)

4. Legazpi City Bus Terminal (Lease, BOT)

5. Tarlac City Slaughterhouse (ROT)

6. Tarlac City Common Terminal (DOT)

7. Tarlac City Business Licensing Division Building (BOT)

8. Passi City CityMall (Lease) 

9. Batangas Terminal (Lease)
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What is/ Why PPP?
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Implementation/ Funding Schemes
Loans/ Grants/ 
ODA/ MDFOPublic-Private 

Partnerships

National/ Local 
Government 
Funds

Public 
Entity

Any 2 or all 
of  the above 

or none of 
the above
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Definitional Realities

1. No universal definition of PPP 

a) each country will have its own definition

b) No one-size-fits-all definition

2. In the Philippines, there is no single law on PPPs.

a) National Government

I. Only administrative definitions

II. Various modalities anchored on different laws, rules, 
guidelines, and resolutions

b) Local Government

I. Anchored on local autonomy and fiscal autonomy

II. LGUs enacted 70 PPP Code or JV Ordinances
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NEDA’s Definition

A contractual arrangement 
between the government and the 

private sector to deliver public 
infrastructure and/or public 

services. 
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PPP Center’s Definition

A contractual agreement between government
and a private firm targeted towards financing,
designing, implementing and operating
infrastructure facilities and services that were
traditionally provided by the public sector. It
embodies optimal risk allocation between the
parties – minimizing cost while realizing project
developmental objectives. Thus, the project is to
be structured in such a way that the private
sector gets a reasonable rate of return on its
investment.
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Definition in DILG MC 120-2016

At the policy level:
PPP is a developmental, innovative, change and
partnership strategy aimed at promoting the general
welfare, inclusive growth and better quality of life of
Filipinos.

At the project level:
PPP is a contractual arrangement between the
government and the private sector to deliver public
infrastructure and/or public services where each party
assumes specified functions, bears certain risks, provides
contribution, performs particular obligations, and earns
benefits and revenues.
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Nature of PPPs

LGU
Private Sector

Project

Components:
o Project
o Design
o Finance
o Construction
o Operations
o Governance
o Risk-Allocation
o Period
o Performance
o Payments
o Liabilities
o Procedures
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PPP Modalities
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24+ PPP Modalities
1. Build-Transfer

2. Build-Lease-Transfer

3. Build-Operate-Transfer

4. Build-Own-Operate

5. Build-Transfer-Operate

6. Contract-Add-Operate

7. Develop-Operate-Transfer

8. Rehabilitate-Operate-Transfer

9. Rehabilitate-Own-Operate

10. Rehabilitate-Lease-Transfer*

11. Rehabilitate-Transfer*

12. Rehabilitate-Transfer-Operate*

13. Concession Arrangement

14. Joint Venture

15. Lease or Affermage

16. Management Contract

17. Management Contract (No Public 
Funds)

18. Service Contract

19. Service Contract (No Public 
Funds)

20. Divestment or Disposition

21. Corporatization

22. Subsidiary with Private Equity

23. Onerous Donation

24. Gratuitous Donation

25. Others
www.albertocagra.com



Governing Laws/ Rules
PPP Modality Governing Law

BOT Law Variants (9+) BOT Law

Concession Special Laws/ Local Ordinance

Joint Ventures NEDA JV Guidelines/ Local Ordinance

Management and Service 
Contract*

GPRA/ Local Ordinance

RT, RLT and RTO Local Ordinance

Lease/ Affermage/ Donations Civil Code/ Local Ordinance

Divestment/ Disposition Commission on Audit Circular No. 89-296

Corporatization Corporation Codewww.albertocagra.com



Build-Operate-Transfer

Single-Purpose 
Project Company

Sponsors Lenders

Incorporate & 
Contribute

LendsPays

Suppliers

SuppliesPays

Off-Taker

Users

Off-Take 
Agreement

Gov’t

Guarantee?

SuppliesPays
Designs, 
Builds, Funds 
and O&M
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Government Assistance (BOT Law)

Solicited Unsolicited

Direct Government Guarantee X

Direct Government Subsidy X

Direct Government Equity X

Cost Sharing X X

Credit Enhancement X X

Performance Undertaking X X

Legal Assistance X X

Security Assistance X X
www.albertocagra.com



BOT Law Approving Authorities

National Projects
o up to Php 300M: NEDA-ICC

o more than Php 300M: 
NEDA Board for approval 
upon the recommendation 
of ICC

o regardless of amount, 
negotiated projects shall 
be submitted to the NEDA 
Board for approval upon 
recommendation by the 
ICC

Local Projects
o up to Php 20M: MDC

o above Php 20M up to 
Php 50M: PDC

o up to Php 50M: CDC

o above Php 50M up to 
Php 200M: RDC

o above Php 200M: 
NEDA-ICC
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JV not a BOT Law Variant

Differences
o Community/ Pooling of 

Resources (JV); not purely 
private (BOT)

o Active participation (JV); 
minimum gov’t intervention 
(BOT)

o Proportionality (JV); not 
distinct assumption of benefits 
and obligations (BOT)

o LGU contributes (JV); LGU not 
contribute as a rule (BOT)

o JV Company by Parties (JV); 
not just by Private Sector 
(BOT)

Inapplicable Provisions 
in BOT Law
o Only for Projects traditionally 

provided by LGU

o Approval Processes (20-50-200 
thresholds)

o Debt-Equity Ratio (75-25%)

o Maximum Rate of Return (12%)

o Restrictions on Unsolicited 
Proposals
• Priority Projects

• New Technology

• Guarantee, Subsidy or Equity
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Concessions

Single-Purpose 
Project Company

Government

Sponsors Lenders

LendsPaysIncorporate 
& Contribute

Users

ServicesPays
Concession 
Agreement
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Joint Ventures

Joint Venture Company/ Agreement

Private 
Sector

Public 
Sector

Contributions
Equity
Functions
Dividends
Income
Risks
Governance
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Government Contributions

Money and Capital
•Regular and Special Funds, IRA, RPT, SEF, Share in 

National Wealth, Calamity Fund, Development Fund, 
Loan Proceeds, Grants, Bonds, Securities, Subsidy, 
Equity, Cost-Sharing, Viability Gap Funding, Cost 
Avoidance or Savings (actual/ current or future/ 
monetized)

Non-Cash (Anything of Value)
•Services, Personnel, Intellectual Property, Usufruct, Land 

(own or expropriated), Minimum Revenue Guarantee, 
Right-of-Way, Goodwill, Franchise, Concession, Credit 
Enhancement, Tax Incentives/ Holidays, Police Power www.albertocagra.com



Sharing in Profits, Losses and Risks

PSP Share – 80%

LGU Share – 20%

More Gain

Less Risk

Governance
Functions
Contributions
Profits
Losses
Risks

www.albertocagra.com



JV Vehicle: 2 Options

JV Company or 
Corporate JV

Unincorporated 
JV or 

Contractual JV

1 2
www.albertocagra.com



2013 NEDA Guidelines vs. LGU Codes

Topic NEDA Guidelines LGU Codes

Coverage GOCCs, GICPs, GFIs
and SUCs

LGUs

Form Guidelines Local Law (Ordinance)

Gov’t Support 8 types for Solicited; 5 
for UP

All allowed whether 
solicited or UP

Challenge Opportunity to Outbid Right to Match

Approvals NEDA: P150M
Counsel: DOJ, OSG or 
OGCC
Divestment: Priva
Council and GCG

Local Chief Executive
and Sanggunian
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Service Contract

Service 1          Service 2          Service 3

Service 1          Service 2 Service 3

LGU

LGU

Service Provider

Services

Fees
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Management Contract

Public Sector                      Management Contractor

Board

Management

Employees

Management

Fees

Management

www.albertocagra.com



Lease and Affermage

Leased Corporation
Lease 

Contractor

Asset Holding 
Company

Users

Lease 
Contract

Working Capital
Net Profits

ServiceTariff

Leased 
Fee

Operator’s 
Tariff
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Divestment/ Disposition

Public Sector

Asset 1 Asset 2 Asset 3

Asset 3

SellsPays

Private 
Sector
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Corporatization/ “Ring-Fencing”

Public Sector 
Corporation

Subsidiary

CreateAssign Asset

Users

ServicesRates
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Rewards of 
Private 
Sector

Risks borne by Private Sector

Tariffs 
paid

Low/
Less

High/
More

High/
MoreFunctions performed by Private Sector

Function-Risk-Costs-Tariff-Reward Relationship

Service Contract

Management 
Contract Lease

Joint 
Venture BOT/ 

Concession

BOO Divestment
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Modality Nature Key Objectives Function Term

Service 
Contract

Provides particular service for 
a fee

Improve efficiency Single 2-3 years

Mgt. 
Contract

Supplies management service 
for a fee

Install new mgt. 
systems

Single 2-3 years

Lease Uses property, runs business 
where lessee pays a lease fee

Efficient use of 
asset

Single 7-15 years

BOT Designs, builds, finances, 
operates and maintains asset 

Innovate, design, 
build, finance and 
operate

Bundle 25-50 years

Joint 
Venture

Pooling of resources in 
funding, building and O&M

Joint undertaking Bundle 25-50 years

Concession Rehabilitates, finances, 
operates and maintains asset; 
performance-based

Innovate, design, 
rehabilitate, fund 
& operate

Bundle 25-50 years

Divestment Runs the business and owns 
asset

Innovate, design, 
build, finance and 
operate

Bundle In 
perpetuity

Compare and Contrast
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Modality Customer of 
Private Sector

Revenue Source Tariff 
Collection

Risks

Service 
Contract

Public Paid per unit of service Public or
Private

Mostly Public

Mgt. Contract Public Fixed fee + bonus + 
salaries

Public or 
Private

Mostly Public

Lease End-Users Revenue – O&M – lease 
fee

Private Shared

BOT End-Users or 
Public

Capital + Revenue + 
O&M costs – finance 

costs – license fee

Public Mostly 
Private

Joint Venture End-Users or 
Public

Share in revenues Jointly or 
Private

Shared based
on equity

Concession End-Users or 
Public

Revenue – O&M costs 
– finance costs –
concession fee

Private Mostly
Private

Divestment End-Users Revenue – O&M costs 
– finance costs –

license fee

Private Mostly 
Private
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Module III: Project Finance and PPP Investment Analysis 
 
 
 

© Copyright 2011, the Institute for Public-Private Partnerships. (IP3) 

This module is the property of the Institute for Public-Private Partnerships and is not to be reproduced, cited, or distributed without permission from IP3.  3 
 

existing infrastructure network  such as making new household water connections; or the 

rehabilitation of an asset/network that has fallen into disrepair  such as rehabilitating an ailing 

railroad line.  But, in order to be sustainable, these investment-oriented PPPs, such as concessions and 

BOO/BOT projects, must clearly demonstrate how their estimated revenues over 15  30+ years will 

repay these enormous initial investment costs as well as cover the regular operating and maintenance 

costsof the new project.   

 

 

Figure 3.1  -Recovery of an Infrastructure Project 
or Utilty 

 

 

Figure 3.2 - Water Fall Model of Cash Flows for Typical Publicly-Subsidized Infrastructure Projects & 
Utilities 

Infrastructure projects can be financed either by the public sector, or by the private sector through 

concessions and project financing. Regardless of the source of finance, such projects need to be 

sustainable. Privately funded projects must repay interest and principal to private commercial lenders 

as well as produce acceptable dividends to owners.  Publicly-financed projects, in order to remain 

sustainable, must also repay lenders as well as generate a surplus adequate to meet  the costs of 

continuously rehabilitating and replacing its aging assets, as shown in Figure 1 above.  However, a 
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Selection Procedures
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PACT Procedures

Competitive Selection/ Open Bidding

Competitive Challenge/ Unsolicited 
Proposal

Competitive Negotiations
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(1) Competitive Selection

Prepare Tender 
Documents

Invitation to Apply 
for Eligibility and 
Submit Proposals

Qualification  of 
PSPs

Pre-Selection 
Conference

Submission/ 
Receipt of 
Proposals

Evaluation of 2 
Proposals

Award and 
Approval of 

Contract

Execution of PPP 
Agreement

Submission of 
Conditions 
Precedent
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And the winner is …

1. Highest Payment to Government: What is in it for 
government?

2. Lowest Government Subsidy: What is the cost to 
government? 

3. Lowest Tariff by End-User: How much will the users 
pay?

4. Highest Share in Revenues: How much is 
government’s share? 

5. Highest Purchase Price: How much is the 
government willing to sell? 

6. Highest Rated Bid: Who can provide the “best” 
service? 

7. Lowest Calculated Bid/ Price: Who is the “cheapest?” 
www.albertocagra.com
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(2) Competitive Challenge

•Submission of UP 
with Project Study 
and Draft Contract

• Initial Evaluation 
(Eligibility, Project 
Acceptability and 
Completeness)

•Letter of 
Acceptance (or 
Rejection)

•Conferment of 
Original Proponent 
(OP) Status*

Stage 1

•Negotiations 
(Technical and 
Financial Terms)

•Certification of 
Successful 
Negotiations (or 
Failed 
Negotiations)*

•[NEDA Approval]

•Public Consultations 
on Draft Contract

Stage 2
• Tender Documents

• Invite Challengers

• Post Security

• Proposals Evaluated

• Right to Match/ 
Outbid

• Council Authorization

• Sign Contract

• Reimbursement of 
Project Study Cost if 
OP not get Award

Stage 3

Unsolicited Proposal Detailed Negotiations Challenge Proper
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(3) Competitive Negotiations

Invitation Publication
Simultaneous 
Negotiations

Award

To eligible PSPs

Notice to public

Inform other PSPs

Best Offer: 
Quality and Price

Alternative Procedure  for Leases, Concessions, 
Management and Service Contracts*www.albertocagra.com
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Local Chief 
Executive

Vice-
LCE/Sangguni

an

PPP-Selection 
Committee 

(7)

PPP-
Regulatory 

Authority (9) 

LGU Structures
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DILG Policy Shift: P3 to P4
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DILG MC 120-2016

o BLGD as DILG P4 Unit
o Template PPP Ordinance 

(patterned after Agra’s)
o P4 Database
o P4 Training
o 10 P4 Core Values
o Promote P4 at Barangay 

Level
o P4 Awards
o Leagues and CSO support
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THANK YOU. 

(0917) 5353823

alberto.c.agra@gmail.com
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