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Contents of Project Study

needs analysis

affordability
assessment

. value for money

assessment
preliminary risk
assessment

stakeholder
assessment

human resource
assessment

7. bankability assessment

8. legal viability
assessment

9. market testing if
relevant

10. PPP Option
recommendation

11. indicative transaction
implementation plan

12. draft PPP contract



4 Clusters of PPP Risks

Policy and
Political

Economic and
Fiscal

Process and
Legal

Environmental
and Spatial




52 PPP Risks

A. Policy and Political B. Economic and Fiscal
1. Succession 9. Credit 18. Life cycle costs
2. Corruption 10. Demand 19. Market
3. Legislative 11. Economic competition
4. Regulatory 12. Cost 20. I\/Iar-k.et.
5. Risk mismatch 13. Foreign familiarity
6. Taxation exchange 21, Paymen’F
: mechanism
7. Audit 14. Gearing
o . 22. Revenue tariffs
8. Political Force 15. Inflation )3 <
Majeure 16. Insurance - 2ponsor

17. Interest



25.
26.
27.
28.
29.
30.
31.
32.

52 PPP Risks

. Process and Legal
24.

Acquiring planning
approval

Bid process
Consortium structure
Counterparty
Feasibility studies
Legal/ Capacity

Local partners Interface
Social or protester
Time

D. Environmental and Spatial

33.
34.
35.

36.
37.
38.
39.
40.
41.
42.
43.
44,

Asset quality 45
Availability
Commissioning or
start-up 46
Construction

Demographic 47
Design
Environmental 48
Force majeure
Ground conditions

Installation >0.
Operational >1.
Technology 52.

. Project

management
ability

. Project

performance

. Raw material

Supply

. Residual value
49.

Site Acquisition
Usage

Volume
Weather



Sample Risk Allocation Matrix

Design
Construction

Finance

<X X X X

Technology
Regulatory Process X
Traffic Revenue X
Environmental Compliance X

O&M X

Approval Process X

Change in Law X



Risk Likelihood and Significance

LIKelihood

Certain Low Moderate High Extreme Extreme

Likely Low Moderate High High Extreme
Possible Low Moderate = Moderate High High
Unlikely Low Low Moderate Moderate  Moderate

Rare Low Low Low Low Low

Insignificant ~ Minor Signifcant Major  Catastrophic
Significance
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T_ypical PPP Structure

SPONSOR

EQuITY

THIRD PARTY
EQuITY
INVESTORS
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PPP Contract Suite

PUBLICENTITY |

MEZZANINE
FUNDERS

SENIOR v
FUNDERS SUBCONTRACTOR 1
(BANK/BOND)
DESIGNERS
DUE DILIGENCE
DUE DILGENCE
ADVISER 1 o~
DUE DILIGENCE
ADVISER 2

. SURPLUS REAL ESTATE

INVESTORS DISPOSAL

| 1 \
OPERATION & : DEVELOPER
MAINTENANCE

SURETIES &
GUARANTORS

SUBCONTRACTOR 2 |- .
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Returns

Rate of .
Return Price Cap
Revenue Cash
Cap Needs




Payments

Usage
User Charges Payments
Affordability >ervice
Performance

Payments

Payments




Project Finance

Limited-recourse ‘““‘Project Finance™

*A Team or Consortium of private firms establish a new Project Company to
Build-Own-and Operate a specific infrastructure project. The new project
company is capitalized with equity contributions from each of the sponsors

eThe Project Company borrows funds from lenders. 1 he lenders look only to
the projected future revenue stream generated by the project and the
Project Company’s assets to repay all loans.

*The host country government does not provide a financial guarantee to lenders,
limited guarantees from sponsoring firms. “Off-Balance-Sheet” financing

= | Single Purpose >
Project Company |[JConcession

Lenders Government

Repayment ﬁ @ Contract(s)

Tariffs Services
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Technological Aspects

Technology

Track Record

Milestones

Construction

Operations




Ladderized Training Program

Module 2 £ |
Module 1 Z | .
Technical,
. Financial and
Policy and Environmental
Legal

Module 3

Contract
Drafting/
Management

Take-aways

o PPP Ordinance
o LGU PPP Project
Term Sheet

o Draft Pre-FS
o Flowchart
o Approvals Chart

o Draft PPP Contract
o Draft Terms of
Reference




Till we meet
again.

(0917)5353823
alberto.c.agra@gmail.com
www.albertocagra.com

THANK YOU.
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FRIEND OF
LocAL GOVERNMENTS

1. Reviewer on Local Government Law

2. The 1991 Local Government Code, Its Implementing Rules
and Regulations and DILG Opinions from 1992 to May 2016

3. Compendium of Supreme Court Cases on Local Autonomy
and Local Governments from 1900 to May 2016
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