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11th International PPP Forum——Program
Opening remarks

Shinji Fukukawa, Chairman, Toyo University
Keynote Speech “The French PPP experience”
Salim Bensmail, Managing Director, Mission d’ Appui au Financement des Infrastructures

Managing Director of Infrastructure Finance Unit at the French Treasury Department (Fin Infra) and advises French
public sector entities on the structuring of infrastructure projects. He previously held various positions in the financial
services industry and at the City of Paris, including Deputy—Director for Financial Affairs in charge of Infrastructure &
PPPs and Director for Economic Development. He has wide range of experience in infrastructure projects.

Keynote Speech “The UK PPP programme: evolution and lessons learned”
Javier Encinas, Project Director, Infrastructure Projects Authority
Project Director of the International Unit of the Infrastructure and Projects Authority. He co—manages IPA’s
international fee earning advisory and capacity building activities. He has worked with over 30 governments around
the world providing strategic advisory, technical and training support for the development and implementation of PPP
units and policy, and for the planning, delivery and financing of infrastructure programmes and projects.

Video “Introduction of Build America Bureau and its activities”
Jodie Misiak, Senior Advisor, Build America Bureau
Supplementary explanation: Sam Tabuchi, Professor, Toyo University

Break

Speech “The Organizations on PPP and Social Infrastructure of the Japanese Government”
Yuji Nemoto, Professor, Toyo University

Panel Discussion
Moderator: Prof. Tabuchi
Panelists: Mr. Bensmail, Mr. Encinas, Prof. Nemoto and Prof. Toru Mihara



’RESOR

The French PPP experience
Salim Bensmail — Managing Director
Infrastructure Finance Unit

11t International PPP Forum — Toyo University
Tokyo - 25 October 2016
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The French Infrastructure Finance Unit : FIN INFRA —

Mission d’appui au financement des infrastructures

MINISTER OF MINISTER OF
FINANCE ECONOMY

Direction Générale du Trésor

FIN INFRA
Infrastructure Finance /
PPP Unit




FIN INFRA : Who we are

From a PPP Unit ... to an Infrastructure Finance Unit

Mission statement

What we do

From concessions to PPPs

Long history of private sector involvement in provision of infrastructure
through concessions

*

*

Availability based PPP legislation « only » introduced in 2004

Now a wide range of infrastructure delivery models

*
*

L 4

Supported by a strong institutional environment

*
*

*




Among the most active PPP markets in Europe

» Major greenfield transportation PPPs and concessions
+ High Speed Rail Nimes —Montpellier bypass (€ 1,5 Bn) PPP
+ HSR Bretagne Pays de Loire PPP (€ 2,8 Bn)
¢ HSR Tours — Bordeaux concession (€ 7,8 Bn)

+ Highway concessions : most recently Strasbourg Western Bypass (A355) ;
Lyon — Saint Etienne (A45) ...

» National PPP programmes for social infrastructure
¢ Universities : 27 PPPs for Plan Campus
+ Defense and Justice : Prisons, court-houses (TGl Paris) ; Balard
¢ Health Care : PPPs part of « Hopital 2000 » plan

» Extensive recourse to concessions and PPPs by local authorities
¢ Local transportation, parking facilities
* Water, waste, urban heating

¢ Public buildings, stadiums, sporting facilities ...

DESIGN BUILD MAINTAIN  OPERATE FINANCE

Traditional public
procurement

"Conception -
Réalisation"

Marché global de
performance

Marché de partenariat

PPP "light"

PPP standard

Concessions




PPP reform : limiting vs. refocusing PPPs

A challenging policy and political environment for reform

The 2015/ 20216 reform aims to refocus PPPs on projects for which their
value added is greatest :

Stronger safeguards

Increased flexibility

*
*

What are PPPs ?

Global and long term (contractual) approach to the procurement of
infrastructure assets and services

>

*

Based on private financing of a significant share of CAPEX costs

2 remuneration mechanisms and risk profiles

L 4
*

*

Contractual PPPs vs Institutional PPPs

>

Long term agreement between public and private sector for the
provision and financing of infrastructure assets and services




The simple — theoretical - economics of PPPs

VALUE FOR MONEY

PPP VALUE ADDED COSTS OF PPPs

Decreased risks from efficient Increased financing costs
risk allocation

Cost of equity

On time, on budget Non recourse project finance

Leveraging more fully on senior debt
private sector expertise
- >

L : Structuring costs
Optimization of total ownership
costs of assets Lawyers

Ability to achieve design — build Financial advisors

— maintenance efficiency

An objective assessment of PPPs

STRENGTHS OF PPPs ISSUES WITH PPPs
Value for money Fiscal sustainability
On time, on budget : proven track record Long term fiscal commitments and
on construction risk increased rigidity
Leveraging more fully on private sector Incentive effects of off-balance sheet
expertise debt
Value added of the PPP process Value for money issues
Project management discipline Long term value for money yet to be

Risk identification, allocation, mitigation demonstrated

Do we really want a perfect asset in 20

Early stage alignment of design & build
years ... ?

Sustainable approach to project

Public sector management

planning
Transparency on total costs : capex, Complexity
opex, maintenance, financing Commitment to contract implementation

Focus on life cycle costs of assets




Our approach to choosing a procurement option (1)

PPPs are a specific model for allocating responsibilities in the design and
delivery of a project

*

PPPs should be based on a clear contractual allocation of risks to the
party best positioned to mitigate them

PPPs should NOT be seen as a financing mechanism for projects

Financing mechanisms should be construed as a tool to support the
efficiency of risk allocation

*

Our approach to choosing a procurement option (2)

Does this project
make sense ?

Who are you ?

What can you do ? /
What do you want to do ?

What are your main objectives / criteria ?

What are the procurement options ?
Can the market deliver these options ?

Which option best meets your objectives ?
Can this option be cost effective ?

7

Is this project
affordable ?




Our infrastructure investment policy

/ Building a clear infrastructure strategy \

An efficient policy environment

INFRASTRUCTURE -
POLICY -

Bringing well structured projects to market

- Y




* 11th International PPP Forum

Infrastructu { Proi l'e “How PPP can resolve long-term infrastructure investment
I roj ?
Authority challenges”

The UK PPP programme :
evolution and lessons learned

Javier Encinas, Project Director
Infrastructure and Projects Authority

October 2016
Tokyo, Japan

Agenda

» Evolution of the UK’s PPP Institutional Framework
¢ From PUK to IUK to IPA

* Evolution of the UK’s PPP programme
* From PFl to PF2

* Roles of the UK Government

* As an architect, planner, critical friend and partner

e Lessons learned

2 The UK PPP programme : evolution and lessons learned




Institutional Framework

3 The UK PPP programme : evolution and lessons learned

Evolution of the UK’s PPP Institutional Framework

Differences

Employees
Skills

Contractual terms

4 The UK PPP programme : evolution and lessons learned

/ 2000-2010 \

L) Partnerships! K

Public-Private
70

100% commercial

\Sim. To Private Sector/

/ 2010 — 2016 \
M.‘ Infrastructure UK

Policy, Planning, Delivery,

& Financing

Public-Private
80+
70% comm. - 30% policy

Qomm. Specialist Gradej

2016 -7

4 )

| f@ Infrastructure and Projects Authority

Policy, Planning, Delivery,

Finance & Assurance

Public-Private
160
60 comm. / 40% policy

KComm. Specialist Grade/




alo . .
| é@% Infrastructure and Projects Authority

Organisational Structure

‘ w (since April 2016) ‘ ﬁ'
HM Treasury Gu-ahhet Office

|

Advisory Board

Project

Finance / PPP Infrastructure Strategy and Profession and

Standards

/ International Delivery Policy Assurance

e This is a mature structure that deals with all infrastructure and major projects in the UK.

* IPA was created in January 2016 following the merger of HM Treasury’ s Infrastructure UK
(IUK) and the Cabinet Office’ s Major Projects Authority (MPA).

5 The UK PPP programme : evolution and lessons learned

IPA’s International Activities

Il institutional Setup / Policy Support
O Programme / QA Support

¢ Training Courses
- PPP Foundation Class
600 alumni from 50 countries
- Tailor-made programmes
] Support to UK Government

Departments (FCOUKTI/DFID) /
dialogue with PPP units

6 The UK PPP programme : evolution and lessons learned




The UK Experience

7 The UK PPP programme : evolution and lessons learned

Most UK infrastructure investment
has been financed by the private sector:

All sectors
Transport

Energy
Communications
Waste

Water

Flood

Intellectual capital

0% 20% 40% 60% 80% 100%
Proportion of investment

W Private Public / private B Public

8 The UK PPP programme : evolution and lessons learned




Overview: Typical PFIl Structure

Residual Risk Transfer to insurance market

Output Specification Service Provision Insurance Finance]

Lenders

Public Sector Entity ] SPV o

25 year Service Financial

Central, Regional or Local Agreement Special Purpose Providers
Government \/ehicle Compan @

Authority/NHS Trust
Shareholders
Construction Facility Services
Contract Agreement ‘

FM Provider

Financial
Investor

Pass down construction/ operating and other risk to Subcontractors

The UK PPP programme : evolution and lessons learned

PFI Sighed Deals and Capital Value by Financial Year

9 80 Total Capital Value:
8 70 £57.7 Billion
7 60
§ 6 s 3
— () 1
Y s s No. of Signed
= o .
s, © g PFI / PF2 Projects:
) €
§ 3 30 2 722
) 20
1 10 .
I No. of operational
Q = = 0 .
933858283383 885882 0093y PFI Projects: 679
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Financial year *This does not include PPP
projects under the NHS LIFT
B Number of Deals === Capital Value (£bn) Programme

Source: Figures based on departmental and devolved administration returns. Current projects only — does not include projects that have expired or terminated

*Normally calculated at financial close of individual contract
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Common Sectors

Prisons | Health

11 The UK PPP programme : evolution and lessons learned

Common Sectors (continued)

Also

* Housing

» Courts

Government Offléés Waste Treatment

12 The UK PPP programme : evolution and lessons learned




So — Has it Worked?

13 The UK PPP programme : evolution and lessons learned

Comparison with Conventional Procurement
Evidence

Delivery on time and on budget

2008| 85% +
2005 | 80% -

On time On budget

45% +
On budget
----------------------- - 30%

On time

PEI/PE2 Conventional

Procurement

Performance of completed projects — No. of Projects

Source: National Audit Office — UK Parliament — Expenditure Auditor

14 The UK PPP programme : evolution and lessons learned
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PFI Operational Performance

» users are satisfied with the services provided by PFI projects;

* PFlis delivering the services required with over 90% of public service
managers believing that services provided are satisfactory or better;
» the incentivisation within PFI contracts is working with the payment

mechanism improving the service being provided in the PFI projects

« evidence that PFI projects can lead to better educational outcomes

* However the old model suffered criticisms, especially in the face of
challenging economic realities where long term finance is harder to
come by, and had to evolve....

The UK PPP programme : evolution and lessons learned
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The UK PF2 Model —
Adapting to a Challenging Market

The UK PPP programme : evolution and lessons learned




The new model adapts to the new economic
realities and responds to the criticisms of old PFI

e Economics
* The failure of the monolines - killed the PFI bond market

* The drying up of long term bank finance (as banks re-capitalize
themselves)

 Criticisms of the old model
. Increasing cost of bank debt makes it uneconomic

*  PFl used by some public bodies and government departments as a
device for off-balance sheet borrowing

e Long term PFI service delivery is inflexible
»  Private sector is making too much profit from PFI — hidden returns
» Projects take too long to procure

* The public and private sectors need a closer partnership ethos

17 The UK PPP programme : evolution and lessons learned

The core principles of the “traditional” PFI model
remain the same under the new PF2 model

forward a financing
solution that does not rely
on bank debt

Output ! Only Residual Risk

Specification 1 TEETEE Transfer ;

More Institutional
Investment

Public Sector Entity | ) SPV
1 25 year Service Financial
i Special Purpose -
Central, Regional or Local ; Agreement Vehicle Company Providers
Government
Authority/NHS Trust
l Shareholders
change in law - will Construction Facility Services ' P
be retained by the Contract Agreement AR

public sector

allowed to take
longer than 18

Defined Risk ! months

Transfer |

:
:
i
:
: Contractor FM Provider
:
be removed from
:
— i Financial
! Investor
|
'

18 The UK PPP programme : evolution and lessons learned




Finance: Equity

Finance: Debt

Procurement

Services

Transparency

Risk allocation

PF2

¢ The public sector will be a (minority) equity holder

* A proportion of equity will be competed for post
preferred bidder

* Must bring forward a financing solution that does not
rely on bank debt
« Capital structure likely to have a lower gearing ¢80/20

* Tendering phase of projects not allowed to take longer
than 18 months (unless an exemption has been agreed )

¢ Additional pre-procurement checks before projects go to
market

« ‘Soft services’ such as cleaning and catering removed
from contracts

* Standardised output specifications introduced for
accommodation projects

* Spending control total to be introduced for PF2 projects

* Private sector equity return information to be published
by Treasury
* A business case approval tracker to be introduced

¢ Some risks retained by the public sector compared with
PFI

PFI

« In nearly all PFI projects the equity holders are from the private
sector

« All equity allocated at the point of appointing the preferred
bidder

¢ Since 2008 virtually all debt has been raised from the banks
* A PFl accommodation project has a typically ¢90/10 structure

* No time limit on the tendering phase (worst projects took up
to 60 months)

« ‘Soft services’ included in most PFI projects

* Output specifications generally designed on a project by
project basis

* Assessment of PFl liabilities published since July 2011 in the
form of WGA but no spending control of projects

* Private sector equity return information derived only from
published annual accounts

* No published information on status of business cases

« Risks such as change in law held by the private sector.

19 The UK PPP programme : evolution and lessons learned

PF2 update

* PF2 Pipeline

« Five schools projects (delivering 46 schools) and a hospital (Midland Metropolitan Hospital in
Sandwell, Birmingham), with a capital value of approximately £1bn, have reached financial

close under PF2 so far.

« The Infrastructure Projects Authority (IPA) is working with HM Treasury and other departments
to identify a pipeline of public sector projects which could be delivered via PF2.

e The Government is committed to using private sector innovation and skills in the delivery of
public infrastructure. HMT will consider using private finance via PF2 where it shows value for

money.

* Improving the legacy of PFI projects - Operational PPP Savings Programme
« In 2011, the Government launched a programme to deliver savings and efficiencies in
operational PPP and PFI projects.

« As of March last year, £2.1bn of savings and efficiencies had been reported, with an additional
£2bn is still being explored through changes to the scope of contracts, more efficient utilisation
of facilities and other testing of options within project delivery.

20 The UK PPP programme : evolution and lessons learned




Roles of the UK Government

21 The UK PPP programme : evolution and lessons learned

Architect: Designing the country’s institutional framework

IPA — Central PPP Unit HM Treasury / Cabinet Office

PPP policy, programme and project (Infrastructure and Projects
delivery and approval Authority)

Local Partnerships

. Local Partnerships
PPP support to local authorities

Department Private Finance Department for Department for
Units Education Transport

PPP support on sector-specific issues (TS AmEES DA (Private Finance Unit) (Private Finance Unit)

Department of Health

Procuring Authorities R Procuring Authority Procuring Authority [l Procuring Authority Procuring Authority
PPP policy, programme and f§ (Central, Regional or (Central, Regional or |(Central, Regional or (Central, Regional or
project delivery and approval Local Level Local Level Local Level Local Level

NAO
Ex-post audit

National Audit Office

Devolved Governments
PPP policy units

Scotland Northern Ireland

22 The UK PPP programme : evolution and lessons learned




Planner: Planning, prioritising and delivering the country’s long term
investment in infrastructure programmes, projects and pipelines

| ]
' I
| ]

FEERT EEE

Planning and prioritisation of 1‘_1‘ L=
capital investment Aoz y -
s A
& Development of sector s e - e —
ipelines S {E.'-
PP Promotion and atraction "'!'-I' o —

of foreign investment T:‘. I-“I i‘“

— -
i ¥
@9 —

Tracking and monitoring of
- programmes and projects

il

Development of
Delivery pans to 2020
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Advisor and Critical Friend: accompanying the contracting

authorities during the preparation, evaluation, approval, procurement and
management of major infrastructure programmes and projects
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FBC
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Client and Partner: supporting and working alongside the private
sector for the design, construction, financing, operation and maintenance
public infrastructure

Public Sector Partnership Private Sector
Service Requirement Service Delivery

25 The UK PPP programme : evolution and lessons learned

Lessons Learned from the UK’s Experience
In Delivering Infrastructure Projects with
private participation

26 The UK PPP programme : evolution and lessons learned
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Lessons Learned from the UK Experience (1/2)

Social infrastructure has been at the heart of the UK’s PPP (PFI/PF2) model

The PFI / PF2 model has allowed an enormous increase in social (hospital, school, housing,
office buildings), economic (transport) and environmental (waste management plants)
infrastructure building.

«  About 722 PFI and 47 PF2 projects signed worth £58.7 Billion (c US$90 Billion), +90% in ops.

« Difficult to imagine it could have been achieved in another way.

The vast majority of projects have been completed on-time and on-budget, and have been properly
maintained and operated

More importantly, users (that is nurses, doctors, patients, teachers, students) are very satisfied
with the quality of the infrastructure and the services provided.

PFI has also helped transform the design of hospitals, schools, prisons, public buildings by
allowing architects, builders operators and facility managers come up with innovative solutions that
are functional, aesthetical, and cost-efficient to maintain and that can maximise the utilisation of the
assets.

The UK PPP programme : evolution and lessons learned
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Lessons Learned from the UK Experience (2/2)

Government built sector specific capacity by creating a Central PPP / infrastructure unit
(PUK /IUK / IPA), a local-level PPP unit (LP) and mini sector specific PPP units (PFUSs)
within specific Departments (e.g. DoH, DfT) to support the development of PPPs in these sectors

...and adopted a programme approach to deliver capital investment in the health (but also
in the education and housing) sector, whereby various healthcare, schools, housing etc.
projects were bundled in a programme, which was procured.

To reduce transaction costs standard procurement packs with Project documentation,
output specifications, KPI and payment mechanism & contract models were produced.

Although the PPP model was developed to deal with a problem of financing, delivering and
managing infrastructure, there is some evidence that PPP can also help deliver better
outcomes.

PPP are not the Panacea but can be an extremely powerful tool to finance, deliver and
manage infrastructure that allow the public sector to provide better services to its citizens.

Finally, the PPP model is today used in more than 30 countries in 5 continents. Model has been
tested, is flexible and can be adapted!

The UK PPP programme : evolution and lessons learned




A

The UK PPP programme : evolution and lessons learned




US Approach to Transportation
Project and PPP Potential

11th International PPP Forum

October, 2016

Sam Tabuchi

Professor, PPP Graduate School
Toyo University
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CFMP — Comprehensive Facility Management

Program

BATIIRRFRE EEE

f&5 BA 72 CFMPE5 BH

NCrvP —fBMMERSEBROE X

Two-Step Process

Asset inventory .Comprehensive data platform
.Condition of assets .Computerized MMS/AMS software
-Level of service .Comprehensive energy audit
.Life-cycle assessment .Demand management
-Replacement cost analysis -Emerging technology
.Long-term funding plan -Alternative service delivery (PPP
-Energy and water savings (prelim) options analysis)
-Organization and service options -Sustainability and effects of climate
.10-year cost forecast change on future asset needs
Basic Advanced
6-18 months 24-48 months

\ 4

S &
r <

A

Expected Timeframe




CFMP for U.S. Cities and Government Facilities
FA)HDEF -t A BAATHCFMP

Phase 1 Steps to Implementing CFMP

Meet with stakeholders to discuss program and planned approach.
Provide guidebook and information checklist (1 day)

Conduct field evaluation of assets; inventory; assess condition and
asset values and replacement needs. (7-60 days)

Evaluation Team continues to collect asset information. Consultant
begins sorting/organizing (14 days)

Consultant develops preliminary CFMP report (60 days)

Meet with stakeholders and discuss preliminary results (1/2 day)

Final Phase 1 CFMP report completed. Include road map for CFMP
phase 2 (30 days)

I Phase 2 Asset Management Approach

Field Evaluation of Assets - Modules

Includes government buildings, offices, and structures

Sealed, unsealed pavements, pavements surfaces

Bridges for vehicles, pedestrians, railways

Curb & channel, urban sumps & catch-basins for storm water

Parks, recreation facilities, outdoor equipment

Water treatment & distribution, wastewater collection & treatment, &
solid waste disposal

Preliminary identification of energy savings

Preliminary assessment of organization & service delivery options




IAsset Condition Assessment

Specific Rating Criteria

Specific Rating o y
Criteria Criteria Condition

A new, near new or rehabilitated asset Excellent

An asset that has been well maintained with Good
slight condition decline since construction

An asset in fair overall condition with some Fair
deterioration and service ability loss

An asset in poor overall condition with severe Poor
deterioration and limited service ability

An asset that has failed and is no longer Unacceptable
serviceable
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