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1. PPP Aty #adzF ¥ 7|=(PPP Negotiations Strategies and
Techniques— A "Win-Win“ Approach)

.'_

1) Mz4 gl _2_04 HEAI

o 1 =x o A

[] PPP Negotiations Strategies and Techniques- A ”“Win-Win” Approach‘—: ok 10
Y FAAE oz 69 2URE 26471X], Aol A ZFPE

() me oeat 2e £ Agsgen], F42e) 28 2 BAe) g, 34
A 7] melERo] ol 2ol HE,

© 1.1 Opening Session / 1.2. Introduction to the PPP Contract

0 21 Introduction to Negotiation / 22 Understanding Stakeholders in PPP
Negotiations

0 3.1 Two-Party Negotiation / 3.2 Exercise
O 4.1 PPP Negotiations / 4.2 Exercise
(] PPP ¥ PPP 47 #dd dutolgre] tigh 7/l Ao 13 $HAI7F o
o

FAME A4 1F EE 2 wel BEol o|Fold AA 49l s U
Salvel AR 5 Y ZRagos TAE.

- ~

7}. Opening Session ¥ Introduction to the PPP Contract: w534 A7) 2
PPPe] 718 7id A7)

(] EAAQ ns ZsYo) oA, PPP Consultant®! Seth Miller Gabriel® PPPol] W)
sk 23 A7) o] FoiR.

o PPPS] 7id: PP ‘B 7} ohiEt 990 BAS FRHE T F5F P
A 72 BAAG

- AExedA B BT value for money7}t

- PPPo W} 9JF-+= off-balance sheet A7} oF&} ‘debt & A #HA
of| Al n}g}Eolof Ft,



o PPP& ¥F9 “Marriage”: PPPAI%F] A Z2AES] HAS Ffalal &

=
B 228 7)oso} 3. 9199 o]

o PPPe] A

- A= PPPE Q&) ¢ B2 FAVIEE 7H.

- PPP= &3t “performance(output-based) standards”E Aokl 23 A
= 87IER FEARE sl Us A9 A & AgeEres 2
Hlgo 2 A4H

o PPP Risk®] «ut 9= Risk = Cost, Risk = Reward

- AP B F o= @ BE AN A FF 40

- AAAER), A D A1E09W2Y, ARG T, £
R e, AARAAATA sheh, A=A :
), BrRE ek el 3

- PPP9 ¥H: Service Contracts, Management Contracts, Design-Build,
Design-Build-Operate-Maintain, Build Operate Transfer, Build Own
Operate, Design Build Finance Operate, Concession

. Introduction to Negotiation: F/3/Jthe] ~etdol| thdt olso} T34
@ Knowing one’s own negotiation style

1 7hE 98 28ds H7lel Bar ol meh | tise] &3k & S+
o] sf

o

o @Y 2Eel et thedt 5714 fRoR TR & As
1) Avoiders, 2) BFFS, 3) Competitors, 4) Compromisers, 5) Collaborators
o el ¥ 2Ede wel ulg Wkl ThE.

- Avoiders: 9] ZA 31 AF-FA olop|d 4 UEF sfof 3



- BFFS: Z}419] 875 RASI=S 3foF -

- Competitors: &£AI7} == Aol tigh BRE A8 sl ts

%1 2EE GHES sfof I

filo
BN
ol
ofs
O
A

- Compromisers: £ HIWHS £55 =F1 ol E trade-offE T3l S
=

o “Yes"&E 7] 917+ 24

- AR BEAE RBEl/QARTE ool 248 B/45 oS8 99 448
e/ ABAQ 7)20] AHE A

(@ Cultural Considerations in Negotiation

[] communication specialist?] Elicia Blumberg®] 792 @ Al @4 de] &
314 ZpolE olsfstal 1o wWE A&l thgk &f7} o] FolF.

o HolA gfe BEd hF olale FaA
- T Ad, AR T84, 71, Fot, 2ldde] Aid, #4430 it A
d, A el tigh oA, e £, Aolel N, AdaE, vl A
d, Aol gk ofsl, AAH $3F, IR AAR S
- ERH YEE Uwie] 7% 7Hgel ofa) B wA .
O Platinum Rule: “Treat others as they would like to be treated.”

o Hofstede's cultural dimensions model®l] 3l A7)

- Hofstedett Zgo149] 77k B3] 5] olb@ 92 W] tiat
ATE 53

- YR 67HA] 389 FHE(Power Distance, Individualism, Masculinity,
Uncertainty Avoidance, Long Term Orientation, Indulgence)E FA}

o w3t W} afo] HiEHe] thEal, Fa3 A2 W Ko FAA S+

t}. Understanding Stakeholders in PPP Negotiations: PPP /oA olsl A}
o th&k o]l
[] PPP olsj @A AE F&staL, 7|24 4730 thete] uE



@ PPP o] TA A= =LA Public Sector, Private sector®} Civil society® -
I 21, Civil society”} PPP Partners®] shlS Ao Slojx= <k £,

z

- Civil societyw= 4Bz} B ARER}, A GARS|] 7]HkgE 22)E, RIS O
A B ouF, vAgRT, =2y T

- ol AAAE G F ol FAAE thEH, olsBARE 27| JAEFHA
A FAT F e dTS 7IdFh

O Stakeholder analysis

1) BE ZAA oHBAANES Foetn FY2EES 24, 2) oHBAS A,
3) O]EH Al we} TeAE Xl= YFS F7HTAA, FEE 52
& T ), 4) A4 olsAARY olfHAE THY] A ZEAE

3 ANt =R e B
Negotiated Agreement
TEsfoF o

ke F3IRIA]: BATNA(Best Alternative To
o @A AoEe AU W A d@4S

IE:

2}, Two-Party Negotiation: FAF F39] 7l&ol tidh ofs) 5 9 A5
[ &9 4712 =892 (People, Interest, Options, Criteria)oll th3ll ©]alislal, role
playE 53 9% dFs FIES 3

© Positional Bargaining A|Fefof  2p4lo) S 1atal HE E2UA|
Fethd, A= Ag AL o7 2 el A= @ 2]
U e 39 E.

1) People: APt TAIE £

- BAR AR, 2V, 714, 713 oA 59
o gol, NFFE, FEUE, FEolel Bx T

S o, EA B B



- @AFo] o] FolxA] &2 A ALY F U= AT FAUA ta) 2

o}, PPP Negotiations: PPP 7A|2Fe] F=8 Alatoll thgh 47l eh A& o)Al

[J Project Finance Consultanto]2} T EAFQ] Deborah DeMasi®] 7Z+e]= PPPA <k
o F8 Apgell gk &7h7F o] Foi .

o PPP Planing®] 873

- PPP ]Of %Lz PPP Z2 3} AAzate] wE EAl= 243 PPP A A3
i .

2 2F3 AYH A A S} (Structuring) S &
Be 2xs 293 aa, AR 4 2 UEAES olsjsty, Wzt
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- PPP Structurmg THL A W7k Af W T80 e FAd, %
A FERAY A B AMujzo] gk A e, 2RlAE B o] §Ake] AEE
g, ALY AFS] hurdle rate(IRR), PF loan 7FsAd, riske] %4, Aleke] £

(*11:'1*7%, A Sk, PPPAS, R193} 5), REP 3 AleFA{ ol w3k T}

>

o Negotiation 8 ¥ 1#H 84

9L

- Jddite] 274: RFQ(Request for Qualifications), Sponsor] <&

- REPY i@ 341 £A7} 18 23RGEA, ARE 082 A

— = 2 = Oy
3} 919 0 pelel U An B, A AYRY Do) YA
Soll thete] aefsjof ¢

- R

Adsh weiE A9 D AFS B S, 1 Al 3
2 FETHE AL dnishe e oh

- PPP Revenue Options: Demand®} Payment %ﬁ(Avaﬂabﬂity Payments,
User Fees, Combination)®l] tgt 11&, RFPAIA = Tt Q9135 vl
svetE 84 B g olHE FE e,

- Credit Issues: FAALS} F+= AR} A EF A0 FARI7|HS x5t
zzAE Aotpaie] A8EE W7}

- Risk Allocation: ?]33 AP ¢
of st IS B Astefof 3.

- Currency Risk: Debt service, & F5A, ZZAEFYA=  hard
currencys F8=2 & F U Currency Riske #3714, hard
currency®] ©]87Fs73, $EAS, B3 HEs 59 S 23

- =3 :ﬂ(ExclusiVity Provisions): JH= AR JQZgAEE AET 4 9l
A E 2t il Bt BAS 94 s -
Ee AT A2 tig 7 E g5

o Jofxe ol9 22 olsjHAIE HEAE T
afjof &



- Royalty: Z2AEJAZ stojgF FXo| ZLE|L concession fe
AESE s, AR, Aeradx, feed =4 ol s
AlepA el T 718t oF &

:l:‘(D
o
=

O
-
X

- AR A9 AERA
o] 8754 % HE T BFo AL ol
2o x)¢o tHsz BARTz) A £ Z2AERR Uldt {229l

A s stefof <.

CSPV- AA - 7A - edsh - wE - miFe] el - vl S
(™ 97, 87139, A%e) 271F8 F) 5o e Ak 239 3]

- Economlc Financial Equilibrium: PPP A| <
AWM olsk AL I3} _/r:

o

AN
Relief EH g, AFEEe] HUolE, TA 2
Sk 8-S Aok B8 = s

- AE A AR AAA7IREEFS] ZX] o] gk concessionaire®] E7|
doll g g7l diFe AdEd A

agreement)

- SPV A[ujde] Wl thek =%

- 7]E}: waiver of sovereign immunity, =] A8, £A9] 3§42 5

2. PPP Atdoll cisr HE 2LU=Exf ¥ (a3 2| 2ek(Planning,
Measuring and Managing Contingent Liabilities and Government
Risks in PPP Projects)

1) MZ4 gl 2ofdlAl

[] Planning, Measuring and Managing Contingent Liabilities and Government
Risks in PPP Projects= HWo|Z|2|o}, Ak, FHHlo}, glFofo}l Follx A7k oF
108 Wio] JAAE dde®Z 68 RUFH 26871A], Sl 24 AP A5

[]

> Rl

e Tew e SN JuHen, e BE D Aoy, BN
galold Walow ojFojFle.

=

© 1.1 Opening Session / 1.2. PPP Market Overview

o0 21 Fiscal Risks in PPP Project Conceptualization and Implementation / 2.2

_10_



Financial and Analytical Techniques for measuring and cataloguing contingent
risks in PPPs

0 31 Case Study Presentation and Discussion / 3.2 Disclosing Contingent Liabilities

© 41 Managing and Mitigating Strategies for Fiscal Risks within the PPP
project cycle / 4.2 Cases Study and Simulation of a fiscal risk project

0 5.1 Lessons learned, wrap up and panel discussion

[0 F %o A
o] i,

ol =& A

2 FUE

©2 o]fol7 B T21YL 3 PPP AT 2 )
27h 0 ARk, e B AEdeld B 18RS B

== Ia)

2|
2

L ol

7k PPP Al 7§ 8: PPP AY el 8 7id, ¥4, A=4 & R AR
l|

o PPP2] YnkA<Ql A 9(statutory definitions), 574 2 EZ ol djsl] A3

o W7t Y23 iEd AT & PPP 1722 ¥

PPP Structure Average Provides Provides Receives Provides Legally Provides
Contract the the the Net Long-Term owns Sectoral
Term Service or W orking Income Finance the Planning
the Capital or Assets &
Managem't Covers Regulates
Net Loss Services
Service 2-3 years Private
Contract
Management 2-5 years Private
Contract
Lease 7-15 years Private Private Private
BOT 20 - 30+ Private Private Private Private
years
BOO 20 - 30+ Private Private Private Private Private
Concession 20 - 30+ Private Private Private Private
years
Dive stiture in perpetuity Private Private Private Private Private

Private Sector Risks

_‘I‘I_




- A8 A4 Availability payment ¥ 9 5#?}3}%] il ek Rizke]
TFoAYS EHete @@Hoyﬂ(Hybﬂd)% Aok 4 s

- A S S AYxE S0 B AYsE ¢ oy HY KB
a1

F7](project cycle)e] @A B AG A 3 HE
1. AFQ 9] ¥ (Screening and Identification)
- Identify potential PPP: 7}53+ Abde] =
- Screen against criteria: WA} A A ZAK(Value for Money Assessment)

. U]-O]: xc-)]lﬂﬂ_ E_x]— Eo XH;QX]%
ol 7ol AYATel WA = YeA =7

- Prioritize: Al vA= G, AR, AIEA, A, BAH AL

aste] 24
- Review and approval: PPP Hg@7|F, o2HEA, 3] 5 <l
2. FAAE ] 478 (Base Case)
- Prepare for business case: ¥ 7|55 oIl ARYFEH ol 2
- Check project viability: 4 F2 o] H3sl=% &<l

- Structure PPP to achieve VIM: AlY] 7|52 wWiZF 2 AHHo] nj&E3}a

A e Fo
- Check market viability of PPP: A]73/33-& <l
- Check fiscal cost of PPP: A|H-5-Ae9oll divlste] AAHE&S HE
- Review and approval: PPP A& 7]+, diti=A, =3 & <
3. Al ¥ ZH(Transaction and Procurement)

- 2gA Q0] Het ¥ W UAREY A 2 7F P

_12_
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. PPP AM Y] AR 2 a9
() pPPe) AR Aol AHABe] Sl vhal 49

o HRAFF(Availability payment), XA AFH, BAd=, AASE T At

Aol T E B F(explicit guarantees, direct contractual obligation)¥} g5
7 dEAoR BHANTFE 59 UAlH EZF(implicit guarantees, implied
obligations)ol] W& Al U+
(] AANE #ElE s Az HEAEE TASRE
o TF9 BHF AH AHE g e &S 33k
- A Hgo] gEs ZAEY] s A

- wA)e] folo] WS 27 A

- ARAE deAe AN

- B QY J|BEC] 2nas PEYS A

[ AAE AFE Akl wl= P3 rRE29] A3 A

© 91 Express Lanes CA($1259]%}): 20031 AH7}F Q14

_13_



O

Dulles Greenway VA($350%%}): *j¢ 55 3}2H2010, Fitch)

O

o

Chicago Skyway Toll Bridge: ¥} %= *#](2013), $199 2.2 &=

O

Pocahantas 895 VA($61197hH: tl5= 7 (step in) ¥ &FH UF

O A9E ag: A AT

o 1&LE Y TA Y 1£3}=ZE PPP(concession AMY)E 7S

§159) ool AR A FEARAA 2B,

SR125 South Highway CA($635%7h): 3}4:H2010) ¥ FAAS AMY S

olN
12

o 1 9 A, A/EA, T, wEk, WY 5 Toks oA PPP AFYS
Z2%.
Budgeted Capital Additional Budget Number of Average Term of
Expenditures Expenditures from concessions Concession (Years)
Renegotiations

Route 5 27 0.73 8 23.8
Inter-urban roads 1.89 0.37 13 277
Urban Roads 2.16 1.19 5 31.6
Airports e 0.04 10 13.1
Jails 0.26 0.10 3 22,5
Reservoirs 0.15 0.01 2 275
Urban Transport el g0e B o
Other 0.15 0.0 4 23.2
Total 7.68 247 50 22.7

Note: Expenditures in $US billions
Source: Managing Contingent Liabilities in PPPs. World Bank/PPIAF

0 LPVR(Least Present Value of Revenue) 29| €&
Nk
A2, HA TS At 7 A E.

2
ol
S

X
ol

ol
==

- concession A 7|eFe AA| wE e wel # H
Z7F oA Ajkst FHES dHUF VISR FHIH
TR A AFES FAEE SHE Ui, A4 uF
n XA A ARGV AsoE AR, g, o] 8
o™ Al 7IZto] @9, oo mEt 8 WHEFA mE Y B34

=] =]
s B OHi%.
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o AFRE v SURA HIANE WAl PPP SUHAZ mE A

- RuAole 24 AY HASFARZMRG)] wet FRol wd 5 e
Hd =Y (maximum exposure)S A, A7}, GDP tiH] BHEZ A|A]

o A Concession AF9] #) #2008 92 71F)

(US $ millions)
Estimate of PV of PV of Maximum pay't Net PV of
Investment Subsidies and Spending for from revenue revenue
Pay't renegotiated guarantee guarantee and
contract revenue
sharing
Route 5 2,700 836 112 3,476 117
Other Intercity roads 2,095 1,195 [ 11195 93
Urban Hwys 2,563 28 699 953 6
Dams 158 218 9 n.a n.a
Airports 346 50 0 105 16
Jails and Courts 329 1.131 0 n.a. n.a.
Others 224 22 4 93
Total 8,414 3,479 903 5,822 232
Sources: Gov't of Chile
o $YFoIRAd BB AFATFF 30](1997-2008)
Millions of $US
20.00
18.00
16.00
14.00
12.00
10.00
8.00
6.00
400 ] ] i i 1 1 1
2.00 I
ooo T T T T I -
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Sources: Gov't of Chile

_15_



Millions of Pesos

o A F-A5 5 (2009-2026)

20000.00
Expected Payments
18000.00
16000.00
14000.00
12000.00
10000.00 —
8000.00 =
6000.00
4000.00
2000.00
0.00 —
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
YEARS
Sources: Gov't of Chile
[ Z=¢] AAAD o "3 vl
Chile South Africa Victoria, Australia
Nature of Mostly user fees for roads Mix of user fees and gov't Mix of user fees and gov't
PPPs and airports /some gov’t availability payments availability payments
funding (availability
payments)
Contractual «.Revenue guarantees «.Early contract termination «.More limited risk bearing
Contingent «.Change in scope and «.Force majeure and by govt
Liabilities renegotiation risks contractor default «.Basis for risk retention is
*.Revenue guarantees control by govt of the risk
Location of Concession Unit in Ministry PPP Unit in National PPP Group of Dept. of
PPP Expertise | of Public Works(MOP) Treasury Treasury and Finance
Approval MOF approval of concession | Four stages of approvals by | Four stages of approvals by
contracts. Minister advised National Treasury Fiscal Cabinet advised by Dept of
by Contingent Liabilities and Liability committee approves Treasury and Finance
Concession Unit final stage
PPP expertise located
principally in MOP
Analysis MOF measures and values Extensive: Gautrain Project PPP Guidelines-Estimates of
revenue guarantees for required a 50 page report expected costs of uncertain
existing concessions. on all contingent liabilities payments in PPP compared
to traditional procurement
Reporting Each agency has a Each agency has a Govt reports based on IFRS
disclosure note on PPPs in disclosure note on PPPs in PPP assets and liabilities on
cash based annual reports cash based annual reports govt balance sheet
All PPP contracts are on
budget

_16_




S PPP SUAE 24 L ERE AT ATEA €2y
O 22z #)9) Ao js) 47

o PPP Algel tigh AH-AFe (1) 14 = ook fal(risk allocation matrix &
= Z8) (2 AFH= AFS Aok st (3) At Bl W oo}
Stal (4) B AFEH 7hs A=t AEHCk 8 (5) A Thedk &
Aol tigh AR g AL FHE ok staL (6) AE AP}, T4 B
BEUHY A=S 7Feste] Aot ALEHoR Aok g

O A9 23€ A% 54 2 AT w=y

o PSC, A|g9xA PSC, =9 AIZ7HA|, wlef7iA]e) A, Fejojatel 4+, &
A7HA, ERlE, A7, WRsdEY Hdedl s 24X

o PPP AF5E9 “Waterfall Model"s} 3-3)4}8H1]-&(DSCR)ol o3 A4

o AT HRIA AHE

o $ukEAo] 50% o] LA/ 3dlal(probable) H3 FElFow =
(reasonably estimated) 73-%-, FA| = Q12l=|ojof g whek &Ao] Fho]
HAE SAHE A5 Hagdo] AAHL YA 592 F40 A
of g

- 3 £4o] 50% vwke g HHY7FsFHreasonably possible) 75 F4]
FABEA R Q1A E A= @S ke o] Wy sA o] Ye (remote
o
=

A FAHAL A5 22,

o

o WHE IAAY 7IEL Ued 2+ Financial Accounting Standards
Board(FASB), GAAP & International Accounting Standards Board(IASB)
Standards(5 88 2%} &9 2 )

_17_



o FEuropean Statistical("EuroStat") Office 2004\ 3t
A=

ko]

H 39 PPP=

A] 21

mo ZylSo] ZylRa] 37 9

PPP+= “off balance sheet" A}

= A714 HA2 “better value for the public’s money”ZX4 &-§

SEaE A%,

2

N

SR 9 FA| (Disclosure)

[ =ASAA 4

o Wl AL

FA
RolAe R AMHE AoR TR

¥Izbo] 58919 (5

ol

SEIAY AT Qe AdEelA,

o7 I7p71Po] Azse AL Aoy, PPP

A&} A B E 2 HH

&) 50% ol/delal sAldl gz F4o] 7hsdior g

0 International Public Sector Accounting Standards(IPSAS)=

AE] FHow gAH ool dku 43t

Likelihood and

measurability of loss
Loss measurable

Loss not measurable

[J PPP %

Loss more likely than

not
(+50%)

Record in financial statements

and disclose nature of
contingency

Disclose nature of the
contingency

Aol et =7t

not remote

and amount

Disclose nature of the
contingency

Loss less than likely —

Disclose nature of contingency

A

Loss remote

No disclosure

No disclosure

Chile

South Africa

Victoria, Australia

Accounting
Norm

Accrual based account

Modified Cash Basis

IFRS and IPSAS(AASB)

Recognition of
liabilities

Some PPPs are on govt
balance sheets (jails and
airports) but roads are not

PPPs not reported on govt
balance sheet

All PPPs are reflected in
balance sheets of agency
exercising "control" of asset

IFRS and IPSAS

accounting and application of
IPSAS standards

Disclosure Applies IMF Govt Finance Disclosure notes required Even if not recognized on
Statistical Manual - expenses | under Treasury Guidelines govt balance sheet, the
PPPs over life of project but PPPs are disclosed in notes
public investments expensed
during construction

Reporting Annual Contingent Liabilities PPP contracts appear on the
report with NPV of website of the agency
guarantees

Reforms Govt considering moving to Considering move to accrual | PPP Guidelines-Estimates of

expected costs of uncertain
payments in PPP compared
to traditional procurement

_18_




ul. PPP A9l AZAE &8 2 g3le} $3%47]F (Contingency Funds)

O A #gol ogwo] al =94 do]E AL + U=

o A BV Ans) s AR AR olF FHa
S et 92,
[ Ak 5 ABAE &8 ¢EFAE #este Ueks 18d F s
[J Contingency Reserve FundsE &3+ ¥
o dxtzow AHRI|WolY 7|5 T8 AH(beneficiary)E T3 FTFEE *9
o =7hE A
Country Contingency Fund Description
Chile Pension Reserve Fund The fund pays for the pension guarantees. Itis

financed by annual transfers fro the budget until it
reaches the estimated cost of the guarantee over

the next 25 years

Guarantee Fund for small Funds paid by 16 participating banks. Guarantees
industrialists (FOGAPE) on loans have rarely been called-banks perform
competent due diligence and evaluations of the

beneficianes
Columbia Contingency Fund for The fund is financed with fees paid by public
State Entities entities based on level of exposure. Administered

by MOF. Public Debt office determines level of
assessments . Subaccounts are created for each
contract. Agency can use funds in one account to
pay obligations in different account but has to

replenish the account in next budget

Sweden Guarantee Fund Guarantee fees are paid by beneficianes ar by the
line ministries in a gov't account in the banking

system. These funds are then pooled in the
treasury’s account for general expenditures

Payments are charged against this account which
can be overdrawn without limit. Transactions of the
fund do not appear in the budget when fees are
plaid by private sector. Net operations are included

in net lending

_19_



V. $%B7 2 AAA

(0 PP S5t widel Al olgd] By WEg diee dolle e 238 1
ﬁ_‘/‘r PPPH]QF’ sty duir o= zﬂy]gb AY SO AMBRoT AwR

= 718= 2 Qo] Bl

o w3 FAY FAHS FE o] ohle WinWin 4 JE S RE
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