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Presentation will cover:

» Whatis a PPP?

» Why do we use PPP Procurement

» What do we mean by bankability?

» Feasibility Study

» tdzot AO t NAGEFGS 5AFf23dz25Qa
» Procurement Process
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What I1s a PPP?

U A bankable PPP has an agreed upon definition (This is crucial!)

A A contract between government institution and private party

A Private party performs an institutional function and/or uses
state property in terms of output specifications

A Substantial project risk (financial, technical, operational)
transferred to the private party

A Private party benefits through: unitary payments from
government budget and/or user fees

Southern African Development Community
Public Private Partnership Network
L]

mm= |



il
Why Use PPPs?

Optimum Risk identification and allocation
» Projects are deisked from a PS point of view
» Budgetary shortfalls from the Treasury
» PS skills and efficiency
» Ease of capital budgeting
» On time and on budget delivery of infrastructure and services

» | 2YGSEG 2F wL5at obpnn . AfftA2Yy [/ 24

Southern African Development Community
Public Private Partnership Network

—,em |



I ——.
What is Bankability?

U Is commonly referred to a project that can be funded by PS

U Literally meaning that the funds will be released by the banks

U The project is part of a National Development Plan

U It has strategic value for the country

U The Ministry of Finance is aware of the project and supports it!

U Local banks have an appetite for long term lending (project finance)
U The private sector is informed of the project and understands it

U Government has the best advisors!
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What is Bankability?

U All the risks for the project are properly identified

U The risks areostedand allocated in a matrix (key)

U No unallocated risks remain

U Development Finance Institutions will fund part of the project
U Government has some public capital for the project

U Draft PPP Agreements are market friendly
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What is Bankability?

U Where revenue is generated must be financially viable
U If government pays unitary payments must be rfegced
U Government must have a strong Treasury (tax base)
U Are Sovereign Debt Guarantees available to lenders

U Proper financial model (Public Sector Comparator) is completed
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What is Bankability?

U Must show Value for Monew(M) for government

U Must show market related profits for private sector
U Refinancing risks are shared

U Foreign debt exchange rate risks are shared

U Continuity of contract from one government to the next

Southern African Development Community
Public Private Partnership Network
L]

mm= |



Feasibility Study
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Stage 1i Needs Analysis

Stage 21 Solutions Options Analysis

Stage 3i Project Due Diligence

Stage 4i Value Assessment

[ Developing PSC, Riskadjusted PSC and PPP Reference
[ Demonstrating affordability
[ Demonstrating value for money

Stage 5i Economic Valuation
Stage 6i Procurement Plan

Stage 71 Contents of the Feasibility Study Report

Stage 81 Revisiting the Feasibility Study




STAGE 1
Needs
Analysis

STAGE 2
Options
EWSTS

STAGE 3
Project Due
Diligence

STAGE 4
Value
Assessment

Strategic Objectives

Options Analysis

Legal

Base PSC

Budget

Options Selection

Site

Risk -Adjusted PSC

Budget

stitutional Environment

Project Definition

Socio -Economic

PPP Reference

Risk -Adjusted PPP

Sensitivity Analysis

STAGE 7
Submit Feasibility
Study for TA1

Affordability

Value for Money (ViM)

Procurement Choice

Info Verification




AThis is the pivotal stageof the feasibility study

AThis stage puts three key questions to the
test .
[ Is it affordable?

[ Does it appropriately transfer risk from the
Institution to the private party?

[ Doesit provide value for money?




A What is a PSC?

[ Costing the construction of the facilities as if built on
a traditional Public Works contract

A Cost the life cycle of the facilities,
equipment and service outcomes using
existing data where possible

[ Use an equivalent recent government
accommodation project as the data source

[ Life cycle could mean for 20+ years

[ Must cost according to the output specifications in
order to get a basis for comparison
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A Provide atechnical definition of the project
A Calculate direct costs

A Calculate indirect costs

A Calculate any revenue

A Explain all assumptions used in the construction
of the model (e.g.. inflation rate, discount rate,
depreciation, budget(s), MTEF)

A Construct the base PSC model and describe its
results
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