ASEAN PUBLIC-PRIVATE
PARTNERSHIP GUIDELINES



ASEAN PUBLIC-PRIVATE
PARTNERSHIP GUIDELINES

EDITED BY
FAUZIAH ZEN
MICHAEL REGAN

Cria

Economic Research Institute for ASEAN and East Asia



Copyright ©2014 by Economic Research Institute for ASEAN and East Asia

All rights reserved. No part of this publication may be reproduced, stored in a
retrieval system, or transmitted, in any form or by any means, electronic, mechanical
photocopying, recoding or otherwise, without prior notice to or permission from the

Publisher.

Cover Art by Artmosphere.

Book design by Chrestella Budyanto.

Published December 2014.



CONTENTS

List of Figures
List of Tables
List of Boxes

Foreword

List of Project Members

1. Introduction

1.1
1.2
1.3
1.4
1.5

What is a Public-Private Partnership?
Why PPP?

Institutional Framework

The Value Drivers

Thresholds

2. Project Planning

2.1
2.2
2.3
2.4
2.5
2.6
2.7

The Initial Procurement Decision

Option Analysis

The Output Specification

Programming

The Business Case

Revenue Streams

Required Resources and Project Management

3. Project Implementation

3.1
3.2
3.3
3.4

Identifying Stakeholders

PSC or Benchmarking

Bankability and Viability Gap Funding (VGF)
Risk Allocation

4. Taking Project to Market

4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8

Market Consultation

The Bidding Process: Expressions of Interest
Request for Proposal

Bid Evaluation Criteria and Selecting the Winning Bid
Negotiations

Contracts

Unsolicited Proposals

Financing vs. Funding

5. Issues of Cross-Border PPP

5.1

Characteristics of Cross-Border Infrastructure Projects

iii
iv

Vi
viii

=R O 00

€2

18
20
21
22
24
29
29

32
33
34
35
39

42
42
42
43
43
45
46
48
48

51
51



5.2 Private Participation in Cross-Border Projects:
Rationale and Challenges
5.3  Principles for Cross-Border PPP Infrastructure

References

Annexes

Annex A. ASEAN Public-Private Partnership Policy

Annex B. Development Status in PPP Readiness among
ASEAN Countries

Annex C. Four Procurement Procedures in the EU

Annex D. Stakeholder Management and Strategy

Annex E. Case Study of Cross-Border PPP Project: Kuala
Lumpur to Singapore High Speed Rail Link

Glossary

52

55

62

64

67

71

72
76

81



LIST OF FIGURES

Figure 1. Public-Private Partnership Procurement Forms
Figure 2. Typical PPP Flows
Figure 3. Typical PPP Structure in Emerging Economies with
Support from External Entities
Figure 4. Cost-Benefit Analysis Approach
Figure 5. Public Sector Comparator: [llustration of the
Main Components
Figure 6. Implementation Periods for Australian PPP Projects
Figure 7. Proposed High Speed Rail Alignment

10
11

25
34

46
76



LIST OF TABLES

Table 1. Transactions Included in PPP Policy

Table 2. Optimal Application of PPP Methodology

Table 3. Improving Commercial Viability

Table 4. Risk Allocation

Table 5. Examples of Drawbacks to Implementation of
Cross-Border PPP Projects

Table 6. Policy Development Stages

Table 7. Summary of PPP Framework/Experience in the
ASEAN Member Countries

Table 8. A comparison of EU procurement procedures

Table 9. Various Stakeholders’ Involvement in Infrastructure
Development

37
39
53

64
68

71
72



LIST OF BOXES

Box 1.

Box 2.

Box 3.
Box 4.

Box 5.
Box 6.

Box 7.

Document Templates and Further Reading for Contract
Management

Reference for Some Methods of Contingent

Liabilities Estimation

ASEAN Cross-border Infrastructure Study

Malaysia-Singapore Second Link Bridge Project:
Inter-governmental Arrangements and Procurement Structure
Environmental and Social Impact Assessment Standards

Nam Theun 2 Hydropower Project: (1) Social and
Environmental Impact Mitigation

Nam Theun 2 Hydropower Project: (2) Financial Structure

48

49

55
57

58
58

60



FOREWORD

Infrastructure is vital and in increasing demand, especially in emerging
economies with rapid rates of economic and population growth. Lack of
infrastructure has been a major concern of many Southeast Asian leaders,
triggered by the wide gap between demand and supply.

Apart from lacking an adequate supply of infrastructure to support economic
growth and rapid urbanisation, emerging countries are also dealing with the
challenges of improving the quality of their existing infrastructure.
Infrastructure quality is a crucial factor in improving human well-being and
safety, production efficiency, as well as expanding capacity. People can move
faster and more safely, and can work more efficiently and creatively, giving them
larger access to markets. Children can receive decent treatment in hospitals and
education in schools, seeding us with hope for a better future across the region.
Infrastructure is also believed to be a major factor in poverty alleviation.

As a growing region, Asia is the future of the world. By 2030, Asia will represent
two-thirds of the global middle class. Southeast Asia will play an increasingly
important role in the world economy. Some of countries in this region have been
categorised as middle-income economies, and have started to turn their
attention towards avoiding the middle-income trap. Although there are debates
among economists on the magnitude of the impact of infrastructure on growth,
there is no dispute that when an infrastructure project is selected correctly and
the process to develop it is conducted in an efficient way, it can have a significant
impact on growth. A recent study by the IMF in its World Economic Outlook
dated October 2014 points out that USD1 spent on capital spending
(infrastructure) raises output by USD3.

If PPP is based on a good governance process, we should expect that the PPP will
be implemented in the right way, providing additional sources for infrastructure
finance and supporting economic growth. Efficiency, innovation, and quality are
among the key advantages sought by PPP projects. However, setting up and
launching a PPP is no easy task, especially in emerging economies with
limitations in market characteristics and size, and inexperience with PPPs.
Connectivity has become a major issue in the ASEAN community, with calls for
faster and better infrastructure development. Thus, PPP is inevitably included
in those collective efforts targeting connectivity.
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ERIA has been active in conducting this study, capacity-building and supporting
ASEAN Member States (AMS) in the areas of infrastructure development and
PPP. After a series of PPP country reports in ASEAN, ERIA has produced a book
on “Financing ASEAN Connectivity” and now these ASEAN PPP Guidelines. The
9th EAS Chairman's Statement Paragraph 29 dated 13 November 2014 in Nay
Pyi Taw, Myanmar, has mentioned these PPP Guidelines as support from ERIA
and encouraged further work of ERIA.

These Guidelines are aimed at providing AMS with a customised guide
recognising the unique features of ASEAN countries. While aiming at full-
featured PPP, the Guidelines also acknowledge possible PPP implementation
using a transition state before progressing towards a matured PPP policy state.
These Guidelines are the first among PPP guidebooks to be concerned with a
transition state of PPP and cross-border PPPs. The features are important
because they are the two unique issues in which PPP could play a further role in
Southeast Asia beyond its conventional form. Undoubtedly, there are significant
challenges to using PPPs. At the current time, the AMS consist of diverse states
of development and PPP policy maturity, with no common recipe that would
work for all countries. However, PPPs provide room for a larger scope of
cooperation and stronger bonding as an ASEAN community.

These ASEAN PPP Guidelines could not have been completed without valuable
support from the ASEAN Secretariat and active contributions from the members
of the ACCC, under the leadership of U Min Lwin, Myanmar Permanent
Representative Ambassador for ASEAN. Among notable parties that generously
provided the team with constant inputs and feedback are AMS government
officials and the World Bank Infrastructure Policy team in Singapore. ERIA
extends its highest appreciation to everyone who has been involved in the
writing of the ASEAN PPP Guidelines. It also sincerely hopes that this book can
be a valuable contribution in the field of infrastructure development and PPP in
Southeast Asia in the years ahead.

Hidetoshi Nishimura

bDihm)e

Executive Director, ERIA

Jakarta, November 2014
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