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1 Introduction 

1.1. Public Private Partnerships (PPPs) involve the public and private sectors working together to 
deliver public infrastructure. Although widely used, PPP's are not exclusive to the UK. Rather,   
PPP is used throughout the globe to fund major infrastructure projects such as schools, 
hospitals, roads and railways.   

1.2. Although all projects involve some element of private sector involvement, the structures 
themselves vary, for example, in terms of risk transfer, payment mechanisms, and tendering 
procedures.  

1.3. The purpose of this paper is to provide an overview of how PPP has been used to fund a 
number of projects across Europe and further a field.  The paper provides examples of 
generic structures used together with a number of sample projects. 

1.4. It is important to note that the purpose of this paper is to provide an illustration of how 
other countries have applied PPP structures to major infrastructure projects and is not 
intended to be an exhaustive list of structures used either  within the specific country or 
internationally.   
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2 International Examples  

Australia 

General 
Information: 

Under South Australia s Strategic Plan, the State aims to match the 
national average investment in key economic and social infrastructure. 
With this goal in view, the State is committed to encouraging private 
sector investment in public infrastructure where such investment 
brings clear benefits to the community.  

Example Project:  Education Works - New Schools  

The Project includes six new schools on separate campuses, providing 
education from birth through to year twelve. The  campuses will 
adopt the schools within schools concept and will include children s 
centres, primary, middle, secondary and special education provision. 

Value: $134 million (estimated cost for 2007/08 budget) 

The 2006-07 South Australian State Budget provided funding to 
support Public Private Partnership (PPP) arrangements to deliver new 
school infrastructure. The funding provides for the development of 
six new schools in the Playford North, Inner North and Inner West 
areas of metropolitan Adelaide. 

As part of the PPP process for the Project, the State envisages that 
operational services are likely to 
be separated into three elements as follows: 
Service Type Status 
Core service, such as teachers, child care workers, school 
administration and school support officers: retained by the public 
sector  
Building services, such as maintenance, utilities, grounds, etc: 
transferred via the PPP to the private sector 
Operational services, such as canteen & IT: Allocation between 
public and private sector 
will be largely determined by a value for money test at prior to EOI.   

Payments (likely to be per site) for available infrastructure are subject 
to meeting performance requirements. Abatements in payments 
(deductions) will be made where specified performance requirements 
are not met. Payments (pre deductions) are agreed at financial close 
and subject to a pre-agreed indexation factor.  

No service  no fee principle shall apply.  
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Belgium 

General 
Information: 

Infrabel, the infrastructure manager for the Belgian railway network, 
reached financial close at the end of September 2007 on the Northern 
Diabolo project for the construction of a heavy rail link 

The new rail line will run between Brussels Airport and the planned 
Schaerbeek-Mechelen railway line and ground has already been 
broken on it. 

The Belgian rail operator invited the private sector in to fund and 
construct the underground railway connection between the rail station 
at Brussels National Airport and the planned rail line that will run 
along the central reservation of the E19 motorway. The procuring 
authority worked on Diabolo for a little more than one year and 
started building works at the end of October 2007 with a view to it 
being operational mid-2012. 

HSH Nordbank and Babcock & Brown were selected as the investors 
to the private partner - THV Dialink. 

The Belgian government, Infrabel and a number of other stakeholders 
are heavily involved in the deal, providing a good slice of the funding 
and resulting in an interesting debt:equity ratio. 

The construction consortium - THV Dialink were selected after 
separate negotiations with candidate construction consortia.

  

Example Project:  Belgium Airport Rail PPP 

The all-in cost of the project - road and rail work, plus all 
contributions  is 370 million, broken down as follows:

  

equity - 36 million 

  

senior debt - 279 million 

  

revenue during construction - 55 million 

 

Diabolo is paying out 279 million for the rail work of which 263 
million is project financed. The remainder - around 16 million - is 
being passed through by Infrabel. This pass-through cost is being met 
by the rest of the stakeholders. 

Babcock & Brown and HSH Nordbank were selected as equity 
providers for the 36 million segment. Babcock is providing 75 per 
cent of the equity and HSH makes up the remainder.
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Belgium 

 
The private partners bear the construction risk and the demand risk. 

During the concession period, Northern Diabolo will finance itself 
from the following sources of income: 

 

a supplement charged to the individual passenger for 
every trip to or from  Brussels National Airport station - 
excluding daily commuter traffic. The price of this 
supplement currently amounts to around 3.80 per trip 
and will rise and fall in proportion to general price levels  

 

an annually indexed contribution from Infrabel of around 
9 million 

  

an annual contribution from the rail operators - 0.5 per 
cent of the fare receipts from domestic passenger traffic  

The railway works include: 

 

the extension of the existing underground station  

 

completion of a bore-tunnel - 2 single-track tunnel tube 
of 1,070 metres each  

 

the underground train path of the Brucargo industrial 
retail park  

 

several underground junctions with the E19 motorway  

 

construction of the access ramps to the E19's central 
reservation for the connections along the new line 
Schaerbeek - Mechelen  

In addition, the project includes the construction of cut-and-cover 
tunnels and the creation of a link to the future railway infrastructure 
on the E19 motorway central reserve. 

This railway infrastructure is constructed under a separate contract by 
a CEI-De Meyer-CFE consortium. 

The preparatory works (laying of railway bedding) started in early July 
on the new railway line Schaerbeek-Mechelen - line 25N - into which 
the new line will plug. 

Over the 35-year concession, the SPV will make the rail infrastructure 
available to Infrabel. After this period - in 2047 (including five years 
for construction) - it is transferred wholly to the national rail operator. 

The construction works for the Diabolo and the 25N line will be 
completed by the end of 2010. The following year railway equipment, 
overhead contact lines and signalling works will be carried out. 

The railway infrastructure of Diabolo and the Schaerbeek-Mechelen 
line are scheduled to be ready for testing at the beginning of 2012.  
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Canada 

General 
Information: 

One example of PPP/PFI  being used in Canada is being developed 
as part of the ReNew Ontario social infrastructure programme.  

Example Project:   As part of this programme, the Sunnybrook Health Sciences Centre 
project has been undertaken. 

This project is a straight build-finance scheme and is classed as an 
Alternative Funding and Procurement (AEP) project.   

Under this scheme, the government will buy back the asset from the 
Private Partner after the end of the three year construction phase.  
The health centre will continue to be publicly owned, controlled and 
accountable and at no time does the private sector partner have 
ownership control. 

The project was financed by 100% senior debt and was essentially 
construction financing with construction loan repaid by the hospital 
upon completion.  The main elements of the contract were: 

 

that the contractor signed a lump sum fixed price 
contract 

 

Secondly the majority of contractor profit is held back 
and only paid when the project is completed. As an 
incentive to deliver the finished project on time, the 
contractor suffers liquidated damages in the form of 
having to pay additional interest if construction goes 
beyond the schedule. This has proved to be an effective 
incentive that Infrastructure Ontario builds into their 
design-build projects 

 

Finally, the contractor must pay a fine in the case of a 
sub-contractor default under the contractor default 
insurance.   

Example Project: Runnymede Healthcare Centre, another project under the same 
programme,  will be a state-of-the art, 200 bed hospital.  Clinical and 
medical services will be enhanced to include a full range of therapeutic 
services, physiotherapy, occupational therapy, communication and 
swallowing therapy, respiratory therapy, audiology, customized dietary 
programs, activation and recreation activities, social services and 
around the clock professional nursing and medical care.  
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Canada 

 
Completion and payment   

Completion and payment will be in two stages. The first payment will 
be made upon completion of the new building, which is expected in 
summer 2009. This interim portion of the project costs will be repaid 
by Runnymede Healthcare Centre through funding from the Ministry 
of Health and Long-Term Care and the Hospital s fundraising efforts. 
It is anticipated that the project will reach substantial completion in 
Summer 2010, at which time the remaining amount of the project 
costs will be repaid by Runnymede through funding from the Ministry 
of Health and Long-Term Care and the Hospital s fundraising efforts.  

Hospital Capital Funding 
The provincial government s hospital capital funding policy 
announced in June 2006, simplifies the Ministry of Health and Long-
Term Care s funding formula. In the past, the Ministry s capital cost 
share rates varied from 50 per cent to 80 per cent, depending on the 
project. The new provincial government s portion of the construction 
costs will now equal 90 per cent of eligible construction costs. Under 
this new policy, hospitals will be responsible for 10 per cent of the 
eligible construction costs, otherwise known as their local share, as 
well as the costs associated with the purchase of new and replacement 
equipment. The guaranteed maximum price contract was executed by 
Bondfield Construction Company Limited and Runnymede 
Healthcare Centre.  

Bondfield Construction Company Limited is required to finance the 
construction of the project until the facility is turned over to 
Runnymede Healthcare Centre. The project documents provide that 
the builder will be responsible for all increased financing costs 
resulting from any builder delay in reaching substantial completion. 
This shifts significant financial risk to the builder for late delivery.  
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Denmark 

Example Project:  Danish National Archives 

State's first PPP contract. 

The PPP contract will be concluded on behalf of the state by the 
Danish Palaces and Properties Agency. Together with the Danish 
Ministry of Culture and the Danish National Archives, the agency has 
selected OPP Pihl Arkivet A/S for the task.  

As a PPP supplier, OPP Pihl Arkivet A/S will be responsible for 
financing, construction, building management and maintenance, 
supplies, and some services. The form of organisation also means that 
OPP Pihl Arkivet A/S will be the owner of the building for 30 years. 
The actual archiving work will be carried out as previously by the 
Danish National Archives.  

A basic premise of PPP is that the private party that will carry out the 
building work should at the same time assume full responsibility for 
the subsequent running, and thereby also bear the majority of the 
financial risks. This gives a clear incentive to think through a building 
project as thoroughly as possible from the outset.  

The depots for the Danish National Archives will include new 
buildings located between DSB s existing building, Kalvebod Brygge 
nos 28-34, and the railway terrain. The new building will comprise two 
multi-storey depots and an intermediate building running between the 
DSB building and the multi-storey depots beneath a landscape bridge. 
Furthermore, the ground floor of DSB s existing building will be 
fitted out for use as administrative functions, workshops, special 
depots, etc.  

The state assesses that the building can add architectural quality and 
identity to the area. The landscape bridge will be green, will follow the 
intentions of the district plan, and will create good passageways 
between the various areas of Kalvebod Brygge.  

A significant proportion of the state s historical heritage will be 
ensured a safe home. The archives will be able to house 370 shelf-
kilometres of documents. The chosen solution is both innovative and 
fully sound from a financial point of view. Among other things, it 
incorporates a coherent shelf concept that is innovative, while the 
individual elements of the system are tried-and-tested and well-known. 

 

OPP Pihl Arkivet A/S is expected to begin the building work on 1 
July 2007 so that the depots can be ready to move into on 1 July 2009. 
The actual moving-in is expected to take eighteen months. 
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France 

General 
Information: 

Traditional forms of PPPs such as concessions and bail 
emphytéotique administratif (a long-term lease granted by a local 
authority which entitles its private sector holder to proprietary rights 
on public land used for performing a public service) are widely used 
for sizeable infrastructure projects, including healthcare projects. 

The relevant granting authority in France is represented by specialist 
healthcare establishments known as établissements publics de santé 
("EPS"). Where the EPS decides to implement a particular project  by 
way of PPP, it may do so on the basis of a  long term administrative 
lease known as the bail emphytéotique hospitalier ("BEH"). 

Under the BEH, the authority grants a lease (at a peppercorn rent) to 
the Private Sector partner who thereby benefits from the right to 
occupy public land subject to its obligations to build and where 
relevant maintain specified facilities.   

The BEH is accompanied by an indissociable contract (convention 
non détachable or "CND") which specifies the conditions under 
which the facilities and any related equipment are to be made available 
to the EPS and sets out the basis on which the private partner is to be 
remunerated for providing the serviced facilities (so as to cover both 
amortisation of capital costs and pass-through of service costs). The 
CND also sets out the circumstances under which the payment 
stream(s) to the private partner are to be reduced to reflect poor 
performance. 

The legislative guidance underpinning Healthcare infrastructure 
projects in France is the Hospital Order.   The Hospital Order 
anticipates the possibility of financing by way of credit bail (leasing 
mechanism) involving the participation of a credit institution which 
would directly hold certain rights under the BEH. Although this 
approach has been practiced in the past, the legal viability of such 
structure was not beyond doubt prior to the Hospital Order being 
passed, particularly in the face of general principles of inalienability of 
the public domain (domanialité). In practice, this type of arrangement 
is often accompanied by a tripartite or "direct " agreement between 
EPS, lessee and credit institution governing the various rights and 
responsibilities of the parties upon early termination of the BEH. 

The Hospital Order also provides that the rights under the BEH to 
occupy public land and to temporarily own buildings thereon may, in 
certain circumstances, be mortgaged as security for debts for money 
borrowed to finance the construction of the buildings or 
improvement works.   
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France 

 
New forms of PPP include both contrats de partenariat (Partnership 
Contracts), which apply to all sectors, and sector-specific contracts, 
which have been designed for the implementation of PPPs in the 
healthcare sector, defence, justice and police accommodation 
outsourcing projects (it should also be noted that Partnership 
Contracts can also be used in these sectors).  Current projects 
developed using PPPs have so far included hospitals, prisons, courts, 
police stations, the IT equipment for secondary schools and the 
renovation of the public lighting of two cities.  Other projects where 
the use of PPP is currently contemplated include sports facilities, 
bridges, schools and public conference and community buildings.    
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Germany 

General 
Information: 

One of the PPP models in operation in Germany is the Inhabermodell.  
The key characteristics are as follows: 

The SPV builds a property on land owned by the Authority.  (The land 
is not transferred to the SPV).  The SPV receives the usage rights of the 
building for 20-30 years. 

Guidance on VfM is available and outlines three 
financing/procurement options: 

1. Conventional Procurement 
2. Project Finance 
3. 100% debt financed by the Private Sector Partner. 

Option 3 is the most commonly used method of procurement.  Under 
this method the public sector guarantees the Unitary Charge Payments 
to the Private Sector (therefore the private sector basically has an 
undisputable claim for the UC which it usually sells to the bank).  There 
is no scope for making deductions under a payment mechanism for 
example poor performance given that the UC is guaranteed.  However, 
the Vfm guidance suggests offering bonus payments, made on the basis 
of KPI's, on top of the UC. 

Projects are 100% debt financed with UC payments guaranteed by the 
public sector.  Interest rate swaps are limited by German law to 10 year 
periods - with the interest rate risk falling to the public sector after that. 
The exposure to the lender is limited resulting in lower financing rates 
than in the UK and in the complexity of the contract structure. 

Energy Saving Partnerships 

The Energy Saving Partnership was developed and implemented in 
Berlin with the aim of reaching ambitious objectives for climate 
protection and reducing energy costs in the face of a tight budgetary 
position.   

Under this programme partnerships are developed with Energy Savings 
Companies (ESCOs) who take responsibility for financing energy 
efficiency improvements in a number of buildings over a period of 10-
15 years.  The ESCOs guarantee a certain amount of cost savings to the 
city of Berlin and the rest of the savings are used to refinance the 
ESCO's investments.   

The ESCO's pay for the retrofit upfront and are repaid by the building 
owner, usually 8 - 12 years in annual instalments from the energy 
savings. 
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Germany 

Example Project: A4 Motorway PPP Project 

The 300 million A4 motorway PPP has reached financial close with 
Via Solutions Thüringen - the project company led by Hochtief and 
Vinci with MLAs Bank of Scotland and Dexia 

The A4 is part of Germany's A-model programme and will have a 30-
year concession, including three years for the construction phase. Via 
Solutions Thüringen is a 50:50 joint venture between Hochtief and 
Vinci. The concession company will DBFO a 45km highway section 
between Gotha and Eisenach in Thuringia. 

The project has been split into two parts:  

22km (which has already been reconstructed into six-lanes) will 
just involve operation & maintenance  
22km will be new build, also to be six-laned 

The A-Model is a German contractual framework for financing 
renovation and widening of existing motorways and construction of 
new sections on the private-sector concession model - as opposed to 
the F Model which is purely new-build. 

Under the A-Model, private partners will recoup their investments via 
truck tolls which they receive during the operation period and a start-up 
financing contribution from the government. 

The consortium will start construction in October 2007 and expects to 
complete the works in March 2011. 
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Ireland 

General 
Information: 

On 1st June, 1999, the Minister for Finance announced three pilot 
Public Private Partnerships (PPPs)  national roads projects for 
implementation by the Authority.  Those projects were: 

 

the N25 Waterford By-Pass, incorporating a major river 
crossing.  This scheme includes 18 km of mainline dual 
carriageway road and a cable stay bridge over the Suir;   

 

the Limerick Southern Ring Road Phase 2, including 10km of 
dual carriageway and a major crossing of the Shannon 
estuary, and   

 

the construction of a second bridge at West-Link on the M50 
in Dublin.  This scheme involved the amendment of an 
existing tolling concession in order to provide for a second 
motorway bridge over the Liffey Valley. 

The National Development Plan set a target of securing 1.27b 
private finance for PPP projects on national roads which represented 
23% of the planned total road investment programme under the 
NDP. This reflected the importance attached by Government to 
securing the injection of private finance in order to accelerate the 
delivery of the public capital programme designed to remedy Ireland's 
infrastructural deficit. Without the injection of additional private 
finance, progress in the roads programme would be substantially 
delayed and deficiencies, which threaten regional development and 
economic growth would fail to be addressed. 

In June 2000 the National Roads Authority, in accordance with its 
NDP mandate to secure private investment for developing national 
roads, identified schemes for procurement as PPP schemes.  All of the 
PPP schemes were identified to be procured as 
design/build/finance/operate contracts with a long-term concession 
period, during which the concessionaire can recoup the large 
construction and on-going operation costs by the collection of tolls.  
The M50 Phase 2 Upgrade was subsequently also procured as a PPP 
scheme but on an availability payment mechanism rather than the toll 
revenue payment mechanism included in earlier contracts. 

The National Roads Authority completed the procurement phase of 
all planned National Roads PPP Contracts.  As of September 2007, 
the status of each of the projects included in the Authority s 
programme of 10 National Road PPP projects was as follows:    
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Ireland 

  
4 projects completed (the M50 Second West-Link bridge was 
opened in 2003; the M1 Dundalk Western Bypass was 
opened on 26 September 2005, some 5 months ahead of 
schedule; the M4 Kilcock-Enfield-Kinnegad Bypass was 
opened on 12 December 2005, approx. 10 months ahead of 
schedule and the Rathcormac-Fermoy Bypass opened in 
October 2006, some 8 months ahead of schedule)  

 

6 projects underway (final contract  M50 Upgrade Phase 2 - 
awarded in September 2007) with construction completion 
dates for all six projects in 2010.   

The NRA s PPP programme has resulted in 2.1billion of private 
sector funding being secured for national road schemes.  

Service Area PPP Programme 

The introduction of long lengths of motorways and high quality dual 
carriageways into the network of national roads requires facilities to 
cater for road users who wish to rest during their journeys and/or to 
avail of fuel, toilet and food facilities.   

In May 2007, the Authority advertised Tranche 1  Service Areas on 
the National Roads Network to be procured as a PPP Contract.  The 
Tranche 1 tender competition is intended to comprise the design, 
construction, operation and financing of three service areas on the 
national roads network. Two service areas will be located on the M1 
motorway and one on the M4 motorway. Each service area will either 
have facilities on both sides of the motorway or will be accessible 
from both sides of the motorway.  

The design and construction elements of the Contract are currently 
intended to comprise (in particular, but without limitation) the design 
and construction of facilities for motorists and their passengers, which 
provide extensive parking, fuel station, toilet block, Garda 
enforcement area and restaurant food/outlet facilities.  

Tolling and Private Investment 

With the exception of the M50 Upgrade Project which is based on an 
availability payment mechanism (and which is tolled at West-Link 
under a separate contractual arrangement), the Authority has procured 
all PPP road projects as toll roads in accordance with the strategy of 
using tolling to the maximum extent possible on PPP roads for the 
purpose of recouping part at least of the substantial private sector 
investment involved.   
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The Authority s policy is that toll charges are set at a level consistent 
with balancing the objectives of generating significant revenue and 
attracting the maximum traffic on to the new roads. Actual charges 
are determined in accordance with the procedures contained in the 
Roads Act, 1993, as amended, which provides for public consultation 
on tolling proposals made by the Authority, oral hearings where 
objections are received and consideration of submissions by the Board 
of the Authority before determining whether or not the proposals 
should be adopted. 

Under the approach pursued by the Authority, toll roads are 
constructed as additions to the network of national roads rather than 
provided by means of improvement of existing roads. 
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Italy 

General 
Information: 

Two common PFI/PPP schemes in Italy: 

(i) Design Build Operate and Transfer (DBOT) concession 

(ii) The General Contractor Procurement Contract.  
(Affidamento a Contraente Generale) 

DBOT 

Under the concession scheme, the concessionaire undertakes to build 
and operate the project at their own risk. Remuneration is in the form 
of the proceeds from the operation of the infrastructure/provision of 
the services for a given number of years.  The awarding authority may 
also pay the concessionaire a financial contribution if necessary, to 
ensure the concessionaire receives the required level of financial and 
economic balance in return for their investment in and operation of 
the project. 

The concessionaire is normally required to prepare the project's final 
design and may be required to procure the site of the project.   

Two procedures for the selection of the concessionaire: 

(1) a private tendering procedure launched by the relevant awarding 
authority 

(2) a procedure triggered by the proposal of a private party called the 
"Promotore" (promoter). 

The awarding authority is required to publish an indicative notice on 
OJEU within 20 days of the approval of its 3 year plan of public 
works. 

Any Promotore can them submit a proposal for the DBOT 
concession for any infrastructure listed in the 3 year plan.  Each 
submission must include the following: 

 

territorial and environmental study  

 

feasibility study  

 

preliminary design  

 

draft concession agreement  

 

economic and financial plan certified by a bank, 
financial institution or auditor      
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On receipt of the submission from the Promotore, the awarding 
authority must say within 4 months whether it regards the project as 
being  in the public interest, whereupon it must commence a 2 stage 
public procurement process.  

 

Prequalification Process 
This is the first stage and is based on the 
proposal by the promotore.  The two preferred 
bidders from this stage are invited to compete 
against the promotore in a negotiated 
procedure for the award of the concession.  

Once the concession is awarded, whether it stems from the awarding 
authority's or a promotore's initiative, the regime is the same.  A 
typical PFI concession scheme would be as follows:                 

Direct agreements are normally entered into between the lenders, the 
project company and each counterparty to the latter.   

The General Contractor Procurement Contract.  (Affidamento a 
Contraente Generale)  

This framework essentially consists of an Engineering Procurement 
Construction (EPC) contract conforming to international standards 
with two additional features:  

(1) Pre-Financing  

(2) Global Performance Guarantees    

Awarding 
Authority

 

Project Company 

Turn Key 
Contractor

 

Sponsors 

Banks 

O&M Contractor 
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This General Contractor Procurement Contract is shown as follows:                 

A general contractor is responsible for the definitive and executive 
design, site acquisition, execution of works and construction 
supervision and may also be required to assist the procuring authority 
in the organisation of the operating scheme and selection of the 
operator of the project.  

The payment of a proportion of the construction price is accrued 
during the progress of the works is postponed until the earlier of the 
works' completion and long stop date.  The purpose of the delay is to 
provide a source of financing to the awarding authority.  (Pre-
Financing)  

The credit for such pre-financing may be assigned to the general 
contractors lenders.  If the financing of the general contractor is on a 
non-recourse or limited recourse basis the pre-financing credit 
receivables are regarded as final and cannot be made subject to set-off 
or counterclaims by the awarding authority, even in the case of default 
of the general contractor or termination of the contract.  

The Global Performance Guarantee is a supplement to the 
performance bond, whereby a guarantor undertakes to procure the 
completion of works when the general contractor is unable to do so.  
(At the time of writing this was not in force as the required 
implementation rules had yet to be issued).  

 
Awarding 
Authority 

Project 
Company 

Building 
Contractor 

Banks 

Sponsors 

Service 
Providers 

Design 
Contractor 
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Netherlands 

Example Project:  PPP is being used to fund the HSL Zuid (Hogesnelheidslijn Zuid 
 High-Speed Line South) in the Netherlands which is a dedicated 

125 km (78 mile) high-speed rail line, forming part of a new route 
between Antwerp, Belgium and Amsterdam.   

The line to the Belgian border is being financed through a public 
private partnership (PPP) scheme led by the Infraspeed BV 
consortium. It will remain the property of the Dutch government, 
which will pay an annual performance fee of around NLG230m in 
return for over 99% availability. The contract covers a four-year 
construction period and maintenance up to 2030. 

The total cost is around 6.7 billion euros, but the building of the 
substructure and railway infrastructure it carries, are being met by a 
public private partnership arrangement requiring no initial 
government investment. The contracts cover both construction and 
30 years maintenance. Following completion, the Netherlands 
government will pay around 106 million euros (excluding VAT) each 
year as an availability fee but they will offset this with the 148 million 
euros they expect to receive each year from the train operator as user 
fees .   

The government let contracts to cover design, construction and 
operation. The initial five-year period 2001-6 was for building, 
followed by operation until 2031. The issuing of a Certificate of 
Availability (COA) will trigger agreement for the commissioning of 
the new railway. After the initial 25 years of operation, ownership of 
the railway, and responsibility for its operation, will pass to the state.  

Although the Netherlands government is contractually committed to 
pay about 290,000 euros each day during the operation phase of the 
contract, availability of less than 99.46% would result in no payment 
being made at all! This ensures a huge incentive for high reliability and 
availability, but the train operation licence payments are equally 
important, since they are planned to more than cover payment of full 
availability fees. 
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Norway 

Example Project:  PPP Schools Project Oslo: Persbråten High School & Høybråten 
Junior School  

Design, project management and build. 25 year lease. Operation and 
maintenance of buildings for 25 years. Transfer the schools (free of 
charge) to the Municipality by the end of the rental period. 

Persbråten High School - Construction work started in October 2005. 
Project completed in August 2007. 

Høybråten Junior School - Construction work started in October 
2005. The new buildings were finished in February 2007. The 
refurbished buildings will be finished in March 2008 

Societe Generale (SG) is the owner of the school and Oslo 
Municipality is tenant and pays rent to SG  

The rent consists of a financial component and a component for 
operation and maintenance. The financial part of the is fixed to a five 
year swap. The operation and maintenance costs is adjusted by official 
national indices. 

Contract includes operation and maintenance of interior and exterior 
areas. There is reduction of payment if unavailability of areas. 
Maintenance is undertaken according to a maintenance plan and 
replacement plan for technical installations. 

SG Finans AS pays about 110 mill. NOK for existing 
buildings. The payment is used for refurbishment of other 
schools [?]. The land is leased by a single purpose 
company that will be transferred to the municipality at the 
end of the concession period. 

In addition to ordinary operation and maintenance there 
is a 5 year contract consisting of soft services: Grounds 
maintenance; Waste; Janitorial; Furniture 

Persbråten High School: Total area: 13.000 m2. Investment: NOK 
260 million. 

Høybråten Junior School Total area: 7.000 m2. Investment: NOK 200 
million. 

 



 

Page 22

  
Russia 

General 
Information: 

The main PPP/PFI models used in Russia are: BOT, BOOT, BOO, 
BTO, service contract and have mainly been used in utilities, waste 
management and public services sectors. 

Currently the use of the DBFM/O models are under discussion.  

In general the legislation in Russia does not prohibit the use of all PPP 
models available to date in most public sectors. However, it does not 
provide very well for smooth implementation of these models either. 
In education and healthcare in particular standard PPP approach is 
impossible at the moment. 

Example Project:  Western High Speed Diameter  the most publicised project in Russia 
 ongoing 

46,4 km highway (including 28km in densely built area) 

The project went through bidding stage. Four finalists have been 
selected, none of which would sign the contract. Main reasons for this 
being: problems with land ownership rights transfer (also because of 
IF involvement), uncertainty with risk transfer mechanism, lack of 
guarantees with regard to budget funds availability. 

How the model works: (On the basis of road or other construction or 
re-construction in industrial sectors.) 

A basic scheme without external investors, lenders and Investment 
Fund involvement.          

Concessor 

Concessionaire 

Agreement object: 
road/factory/etc. to build/re-
build/renovate/operate 

The right of 
ownership 

The right of occupation 
and usage (c.30 years) 

Transfer of 
occupation 
and usage 
rights 

Compensation 
payments

 

Concession 
payments/ 
excessive 
profits 

USERS 

Payments 

Public sector 
entity: control/ 
supervision 

100% 

Concession 
payments/ 
excessive 
profits 

Compensation 
payments

 



 

Page 23

 
Russia 

 
Additionally investors, banks and Investment Fund can be attracted        

"Concessionaire" therefore plays the role of an SPV in such projects 

In general Investment Fund involvement can be commenced through 
the following scheme:          

. Investment Fund can provide support in several ways:  

Concessionaire 

Bank 

Investor 

Transfer of future 
monetary claims under 
the agreement 

Debt financing 

Pledge/sale of 
shares 

Investment 
Fund 

Investor A (including 
regional or municipal 

government)  
Equity 

Investor B 
Equity 

JSC (A+B+etc.) 

Object A Object B 

Object C Object D

 

Object E 

Banks (Debt) 

Investment Fund 
(creates federal 

property, which is 
then managed by 

the relevant 
government body or 
could be leased to 

a private party) 

Investment Agreement 

JSC «SEZ» 

Public side

 

Private 
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Russia 

  
Co-financing  creating and managing federal property within a 
complex project.  

Example: Private investor builds an ore refinery which 
needs costly railroad access. Putting this railroad on a 
project balance sheet makes it non-bankable. Investment 
Fund comes in and finances the railroad, afterwards 
providing access at agreed terms and paying the up keep. 
The rationale behind this is that the project as a whole will 
bring enough tax returns, social benefits and GDP growth 
to compensate for IF investment.  

 

Providing equity  joining with a private investor to finance a 
large scale infrastructure project 

o Example: Investing into charter capital of an SPV. As 
Investment Fund does not seek a direct return on 
invested capital, but is rather looking at indirect effects 
generated by overall future GDP growth, tax returns and 
social improvements as a result of the project 
commencement, it makes IF a source of cheap capital 
which in turn decreases the overall cost of total capital 
required for a project.  

 

Providing state guarantees  in this case Investment Fund 
underwrites some part of the future investments to make the 
project more attractive.  

The Investment Fund does not require a direct return on the invested 
capital. When reviewing applications for financing IF committee is 
looking at a set of effects the project generates. There is a framework 
and methodology adopted by the IF for evaluation of potential 
projects (see attached IF evaluation criteria ). 

This is a general scheme of IF approval process:         

Profiled 
ministry 

Investment 

Project 
Initiator 

Investment 

Investment 
consultant (Fairness 

opinion) 

Investor- 
Partner 

MEDT 
Applicatio
ns 
acceptanc

FASEZ 
Application 
analysis

 

Investment 
Consultant Project 

expertise 

Project 
initiator 

State commission for 
investment projects 

Building a list of 
investment projects

 

Government of 
Russian Federation 
Decree of approval of 
investment projects list 

Executive 
agent 

Investment 
Agreement 

- Committee meeting minutes       
- Project summary                      

  

- Investment agreement draft
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Russia 

 
The option to attract IF finance is still very popular among the 
investors for the reasons stated above, despite the criticism that it has 
received to date with regard to its usage in concessions (WHSD). The 
concession agreement still has some potential problems in various 
aspects. Involvement of IF adds to these problems considerably by 
making matters with land property rights more complicated and by 
bringing in a difficult shareholder/ stakeholder on board of SPV. 

Currently both public and private sector players are seeking ways to 
improve the concession law and other legislation to provide for a 
better PPP environment. Therefore, the model is viewed as 
transitional , whereas more developed models are still to be 

developed for the Russian market.  
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Saudi Arabia 

Example Project:  A Saudi Binladin-led SPV has reached financial close on the Middle 
East's first BTO deal - the Hajj Terminal at Jeddah's King Abdulaziz 
International Airport.  

The terminal will be built and operated by Hajj and Umrah Terminals 
Construction and Development Company (HTDC), the SPV 
established by the Saudi Binladin Group (SBG). 

This is the first time the General Authority for Civil Aviation (GACA) 
has allowed private sector participation in the airports, but the fact it 
is being financed and constructed on a BTO basis - rather than BOT - 
is a sign of the authorities' reluctance to relinquish control of strategic 
assets. 

Appropriately for a terminal named 'Hajj', this also represents the first 
time that a BTO deal has been financed on a 100 per cent Islamic 
finance basis. 

The transfer of the asset to GACA before the sponsors' finances have 
been repaid was problematic for Sharia compliance, but SBG's 
advisory bank - the Bahrain-based Gulf One Investment Bank - 
worked around it by linking the right to use the transfer asset to the 
financing. 

SBG's concession lasts for 20 years, with a fixed 'Terminal Building 
Charge' to be paid by GACA, while SBG also expects to find other 
revenue streams through 'aeronautical and non-aeronautical sources'. 

The total project value is US$315 million.  The debt is limited 
recourse Islamic (Ijara) project financing.  
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Spain 

General 
Information: 

The main type of PPP/PFI structure used in Spain has been the 
concession. Briefly, some of the main guidelines applicable to this 
type of scheme are the following:  

 

the concessionaire will be a private company 
that will enter into a concession agreement with 
a Public Administration; 

 

generally, a concession scheme can be 
applicable to public services which have an 
economic component but not to those which 
imply using an authority reserved to Public 
Administrations;  

 

under the normal scheme of a concession for 
public works, the concessionaire will undertake 
the construction and/or the exploitation of 
certain works and will receive as consideration 
the proceeds from the exploitation of such 
works and/or  other payments; the concession 
model is compatible both with shadow toll 
financing structures and with end-user 
payments;  

 

the concessionaire shall bear construction risk 
and demand risk;  

 

the concessionaire shall have to obtain its own 
financing; eventually, certain contributions to 
the concessionaire by the administration 
(through subordinated/participative loans, 
equity or other forms)  will be allowed, 
provided budgetary stability constraints are not 
infringed;  

 

under certain circumstances (e.g. force majeure, 
actions of the Administration which seriously 
breach the economic balance of the concession 
and other events which may be agreed upon), 
the Public Administration is obliged to reinstate 
the economic balance of the concession 
contract. This can be done through several 
mechanisms, including an increase in the 
concession term or in tariffs to be received by 
the concessionaire; and  

 

in the case of early termination of the 
concession contract (whether by reason of 
default or otherwise), the concessionaire will be 
entitled to receive a certain compensation from 
the Administration. The amount of such 
compensation will depend on the cause of 
termination and on the existence or not of 
financing, but will normally be based on the 
value of the works done by the concessionaire 
(and eventually on the loss of profit). 
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Spain 

 
Aside from this structure, Public Administrations have also used 
special limited liability companies owned totally or partially by such 
Administrations to undertake PPP programmes, mainly in the water 
and infrastructure sectors. This second type of scheme lacks detailed 
regulation and is more difficult to implement if it is to comply with 
private sector test requirements under Eurostat criteria. Still, they are 
commonly used, mainly by certain Autonomous Communities and 
local entities.   

As a common feature of these structures, there will be a contract 
between a Public Administration and this type of company whereby 
the Public Administration mandates or otherwise instructs the 
company to build and/or exploit a certain project. The company will 
have to obtain the financing and enter into EPC and O&M contracts 
with third parties. Construction and demand risk is supposed to be 
retained by the company in these schemes.  
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Spain 

Example Project:  Bovis Lend Lease won a Private Finance Initiative (PFI) contract in 
Spain to build and manage a new 150 million hospital in 
Majadahonda, Madrid - Spain s first healthcare PFI project - as part of 
a consortium which also includes Dragados, Spain's largest general 
contractor, and Grupo Sufi, a Spanish engineering, construction and 
services company.   

The project involves the financing, design, construction and hard and 
soft facilities management of an 800-bed hospital to serve the needs 
of 520,000 local people, replacing Majadahonda s existing Puerta de 
Hierro Hospital.  

The new hospital has been designed by AIDHOS Architects, a leading 
Spanish architectural practice with a lot of experience in the health 
sector. The financial and legal advisors are Banco Santander Central 
Hispano and Garrigues Abogados and the funders are Dexia Sabadell 
Banco Local, S.A., Ahorro Corporación Financiera, S.V., S.A., and 
ING Bank, N.V.  

Comunidad de Madrid (CAM), Madrid s regional authority, awarded 
the concession contract for the new hospital to Bovis Lend Lease and 
its partners only ten weeks after they submitted their proposal. The 
Majadahonda project is the first and biggest hospital planned by CAM 
and was launched shortly after the new Concession Law was approved 
in Spain. Over the next four to six years, CAM plans to commission a 
further seven PFI hospitals in the city.  

The bid submission followed three months of intensive preparation, 
assisted by colleagues from Britain, where Bovis Lend Lease has 
already built and opened three PFI hospitals and is now building 
another five.   

With this new win secured and Italy s first PFI healthcare project, in 
Brescia, recently completed three months ahead of schedule, Bovis 
Lend Lease is on track to grow its presence in the rapidly developing 
PFI healthcare markets of Spain and Italy. 
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South Africa 

General 
Information: 

The model in use in South Africa is the mixed use PPP developments 
for Municipalities 

Municipalities around the country traditionally own vast pieces of land 
that have been lying idle but due to the pressures of service delivery 
and dwindling government funding, they cannot continue to keep 
unproductive assets. Hence the trend has been for municipalities to 
explore ways as to how they could generate revenue streams from this 
land without actually transferring ownership to the private sector as 
well as stimulating economic growth that impacts on the previously 
disadvantaged people by creating opportunities through Black 
Economic Empowerment(BEE) initiatives. Hence the growing model 
of PPP s where private sector utilizes government land and develops 
civic centers, shopping centers, hotels and conference centres, eco-
tourism ventures, residential developments e.t.c. The private sector 
then pays the government a payment for the use of the land for the 
duration of the PPP agreement which could be 15 to 30 years. 
Minimum BEE participation targets are requirement for any bidder to 
be considered. 

Both the private sector and the government welcomes this model as it 
accelerates service delivery and does not impose a liability of unitary 
payments on the cash strapped municipalities. Rather the payment 
mechanism is designed to ensure that the private sector pays 
government appropriately for using state land to make a profit. There 
are no issues of affordability considered as the government receives 
rather than makes payments. BEE participation is both attained in the 
construction as well as operating stages of the project. 
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Sweden/Denmark 

Example Project: Oresund Bridge 

The Øresund Bridge is owned and operated by Øresundsbro 

Konsortiet, which in turn is jointly owned by A/S Øresund and 

Svensk-danska Broförbindelsen (SVEDAB) AB.  

The latter is owned by the Swedish government through Vägverket 

(the Swedish National Road Administration) and Banverket (the 

National Rail Administration) (50% each) while A/S Øresund is 

wholly owned by Sund and Bælt Holding A/S, which is owned by the 

Danish government (the Danish Ministry of Transport).   

Øresundsbro Konsortiet's main objective is to own and operate the 

Øresund Bridge and pay off the loans for the financing of the link.   

Øresundsbro Konsortiet is managed by an independent Board of 

Directors and a Management Board. The Board of Directors 

comprises eight members, four of whom are appointed by A/S 

Øresund and SVEDAB respectively. The chairmanship alternates 

biennially between Denmark and Sweden so that when the Chairman 

is a Dane, the Deputy Chairman is a Swede and vice versa. The 

company's CEO is responsible for day-to-day operations.   

Øresundsbro Konsortiet's ownership structure is described in more 

detail in the Swedish/Danish Government Agreement from 1991 and 

in the Consortium Agreement between A/S Øresund and SVEDAB 

AB. 

Øresundsbron is financed through loans and bond issues in the 

domestic as well as the international capital markets. These loans will 

be repaid through income from the Fixed Link, where users will pay a 

toll for passing the bridge.      
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Sweden/Denmark 

 
The financing of Øresundsbro Konsortiet (the legal entity raising 

money for Øresundsbron) is jointly and severally guaranteed by the 

Kingdom of Denmark and the Kingdom of Sweden, giving a very 

high credit rating on the bonds issued by Øresundsbro Konsortiet. 

Bonds issued by the company has obtained the highest possible long 

term rating from Standard & Poors (AAA).  

Besides taking care of the financing for Øresundsbron the Treasury 

Department also covers the financing for the two Danish owned 

companies A/S Storebæltsforbindelsen (also known as Great Belt) 

and A/S Øresundsforbindelsen (owned by Sund & Bælt Holding 

A/S). Bonds issued by these two companies are guaranteed by the 

Kingdom of Denmark and thus indirectly carries the same rating 

(AAA by Standard & Poors).  

The Treasury Department also conducts the current financial 

management of a third Danish company, Ørestad Development 

Corporation (Ørestadsselskabet I/ S) including the company s 

borrowings. Ørestad Development Corporation is the owner, builder 

and manager of the Copenhagen Metro (subway) and is responsible 

for the development of the infrastructure of Ørestad, a new district 

within the city of Copenhagen. 

The Kingdom of Denmark and the City of Copenhagen are as joint 
owners of the Ørestad Development Corporation directly, jointly and 
severally liable for the obligations of the company in all respects, 
including the issuing of bonds and all agreements entered into with 
respect to other financial instruments; based on the liability of the 
Kingdom of Denmark bonds issued by the Ørestad Development 
Corporation are considered to maintain the same ratings as the other 
Danish entities, cf. above. 
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USA 

General 
Information: 

The expanding use of PPP toll roads in the USA has gain increased 
interest as a potentially important funding source to state and local 
governments for transportation improvements. 

Example Project: The Indiana Toll Road is  253 km in length and has an annual toll 
revenue of $85 million.  The winning consortium (Macquarie & 
Cintra) paid $3.8 billion for a 75 year lease. 

Under this structure, the private sector retains all tolls and takes over 
full operational and lifecycle for the road.  The consortium is required 
to invest $4 billion in road maintenance over 75 years/ 

Cars are tolled at 1 cent per mile with an agreed formula for toll 
increases over the life of the concession.   

The proceeds raised from the toll road projects have allowed the State 
of Indiana to fund a 10 year road programme to improve many other 
roads in the state.  However the scheme faced huge opposition from 
truckers and environmentalists which had to be overcome before the 
deal could be closed.   

Example Project: The Chicago Skyway comprises 7.8 miles of elevated road used by 
50,000 vehicles each day.  The 99 year concession (won by Macquarie 
& Cintra) was bought for $1.83 billion.  

Cars pay a toll of $2.50 with heavy vehicles paying more with a 40% 
hike between 4am and 8pm.  The tolls are indexed by agreed increases 
specified in the contract.  There is a highly detailed Project Agreement 
to protect road users and ensure that the road is kept in good 
condition.  

Critics of the scheme say hidden costs are the loss of toll revenues for 
decades.  However it is argued that this needs to be offset against the 
risk transfer in relation to the operation, maintenance and repair of 
the road transferred to the operation and investors. 

 


