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use of PSC (public sector comparator) analysis,
10, 31, 56, 68, 328-9, 359

adjusted for international applications, 379-95

use of RO (real options) analysis, 230-46
use of VEM (Value for Money) assessments, 29,
30-34, 42-3, 67

use of whole-life costing, 215-17, 312-13, 351-5

see also financial models; procurement option
analysis; risk assessment
project financing, 8-10, 181-97, 200-210, 333-42
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choice considerations, 195-6
definitions, 186-7
development of organisational structures,
184-5
engagement criteria issues, 167-71, 178-9
enhancing ‘creditworthiness’, 185-6
frameworks, 181-2
funding options, 8-10, 183-4, 334-7
funding structures
for mono-entity projects, 187-9
for dual-entity projects, 189-91
for multi-entity projects, 192-3
for mixed project structures, 193-5
impact of guarantee clauses, 250-66
innovative practices, 341-2
international perspectives, United States,
200-210
key tasks, 182
local vs. international firms, 175-6
long-term sources, 41, 64-78, 184
mathematical models, 212-26
new funding sources and revenues, 173-8
risk rating systems, 374-6
staged construction options, 231-46
case study, 2324
key forms, 231-2
use of guarantees, 169-71, 251-66, 337-8
see also finance capital; refinancing practices
project life
definitions, 352-3
see also whole lifecycle costing (WLCC);
whole-life value applications
project operation and maintenance (O & M) see
maintenance and facilities management
project renegotiations, 36
problems caused by renegotiations, 280-81
use of game theory models, 281-92
theory-derived governing principles, 292-5
THSR case study, 295-9
see also refinancing practices
project specification
design considerations, 329-33
importance, 330-32
innovative practices, 332-3
design stage, environmental and social impacts,
126
exemplar brief development, 359
performance reviews, 367, 429, 431-2
see also output specification; proposal
development; technical specification
proposal development, 327-44, 358-9
design innovation, 329-33
financing arrangements, 333-42
strategies to win contracts, 342—4
see also business case outlines; project feasibility
analysis; project financing
PSC see public sector comparator (PSC) analysis



BLBK049-Akintoye

July 25,2008  11:22

466 Index

Public Private Partnerships Programme (4Ps) Ltd.,
14
conflicts of interest, 32
control and ownership, 32
public scrutiny, 48
see also accountability
public sector comparator (PSC) analysis, 10, 31, 56,
68, 328-9, 359, 379-95
calculation principles, 383—4
definition, 381
generic lifecycle models, 382-3
HM Treasury guidance, 380-81
and PFA (private finance alternative), 386-95
traditional public model, 384-6
public sector decision-making
impact of finance capital, 51-4, 61-2
case studies, 51-7, 57-61
see also project feasibility analysis
public sector partners
key responsibilities, 4
knowledge base, 13
relationships with private sector teams, 148-9
successful behaviour strategies, 312-14
suggested integration frameworks, 156-60
roles within PFI process, 7-9
PUK see Partnerships UK (PUK)
pure risk, 385-6, 389, 393
put options, 231
PWC (2001) report, 33

QEII Greenwich Hospital Trust, 36, 39

railway PPPs, 28, 437-9
Ravenhall and Marngoneet Correctional Centre
(Australia), 330-31
real options (RO) analysis, 231-46
barriers to implementation, 237
literature, 234-7
mechanisms
continuous-time models, 238-40
discrete-time models, 240-41
and risk neutrality, 241-3
single- vs. multi-factor models, 238
modelling issues and concerns, 237-44
new risk management models, 244-5
as strategic concept, 243-4
refinancing practices, 41, 64-78, 184
background context, 65-9
public interest concerns, 64-5
definitions, 70
guidance, 70-71
mechanisms, 69-72
and profitability, 64-5, 72-7
public sector shares, 65, 70-72, 76-7
voluntary 30% agreement, 75
rates of return, 73
see also staged finance options

regulatory bodies see performance monitoring
organisations
renegotiating projects see project renegotiations
reserve bidders, 8
retained risk, 384
retendering projects, political costs, 287-9
revenue enhancements, 169-71
revenue guarantees, 373
revenue streams (non-dependable), 169, 177-8
guarantees, 169-71, 186-7, 373
clause analysis, 250-66
revisions, 178
see also finance capital
risk
benefits of using PPP, 11
key aspects, 374
mitigation tools and instruments, 1767
quantification issues, 13, 222-3
types, 373-4, 385
risk assessment, 372-6, 381-6
new analysis models, 222-3, 244-5, 381-6
case studies, 388-95
see also financial models; project feasibility
analysis
risk neutrality, 241-3
defined, 314
risk transfer, 29, 41-2, 199
allocation basis, 182-3, 373
private sector, 55, 56-7, 59, 373
public sector, 55-6, 59, 373, 384
impact on public accountability, 50-62
case studies, 54-7, 57-61
practical limitations, 32-3
see also refinancing practices; risk assessment
risk-return trade-offs, 182-3
RO see real options (RO) analysis
road schemes
innovation and competitive advantage, 311-24
case studies, 320-23, 323-4
key stimulants and impediments, 314-19
international perspectives
Australia, 190-91, 339-40
Hong Kong, 437-9
Spain, 37
United States, 200-210, 341
maintenance initiatives, 127
operational charges, 40-41, 42
see also transport PFI projects
‘roundtable discussions’, 330
Royal Armouries Museum, 36
Royal Women’s Hospital Redevelopment
(Australia), 331-2
Ryrie Rules, 66

SAFETEA-LU (Safe, Accountable, Flexible, Efficient
Transportation Equity Act: A Legacy for
Users), 202, 204
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schools see education PFI projects
Scottish Executive, current uptake of PFL, 6
seismic risk, 374
self-hedging, 177
semi-variable costs, 358
senior debt, 183, 336
and refinancing practices, 70
senior loan guarantees, 373
Serco, refinancing returns, 73, 75-6
service charges, 1267
affordability, 34, 39-40, 42
deductions, 418, 423-4, 432
and output specification, 419-21
payment mechanisms, 126-7, 414-34
case studies, 424-9
key components, 416-19
key issues, 429-34
key principles, 414-15
and performance measurement system, 421-4
profitability concerns, 13, 68-9
refinancing practices, 41, 64-78
and toll payments, 127
VFM evaluations, 38-41, 415-16
hospitals, 18, 38-40
roads, 40-41
service contracts see maintenance and facilities
management
service operation periods
post-period options, 8
timescales, 4, 8
SIB (state infrastructure bank) loans (US), 206
simple scoring decision analysis methods, 365-6
Singapore PPP projects
background, 153
current initiatives and experiences, 153-6
63-20 public benefit corporations (US), 202-3
Skye Bridge, 27-8
social tariffs, 177
South African PPP projects, 82-96
aims and rationale, 83-4
exemptions, 84
background and political contexts, 82
history of PPP uptake, 86-9
development of a dedicated PPP unit, 84-5
future challenges, 93-5
key roles, 90-93
South Asia (SA)
investment analysis and trends, 130-31, 137
type of PPP investments, 134-5
South Manchester NHS Trust, 39
Spain
road PPP projects, 37
VEM concerns, 43
Special Experimentation Project—15 (US), 205-6
‘specific purpose vehicle’ (SPV)
component companies, 6, 7
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defined, 6

operational structures, 7-8, 39

profit levels, 39-40

roles, 7-8, 28-9, 220

successful strategies, 312-14

see also concessionaires and consortiums; PPP

teams

‘specific purpose vehicle’ (SPV) roles, 306-7
specification of PFIs see project specification
spread risk, 385-6, 390, 394
SPV see ‘specific purpose vehicle’ (SPV)
Stability and Growth Pact (EU) strictures, 29
staged finance options

background and forms, 231-2

case studies, 2324

use of real options (RO) analysis, 231-46

new risk management models, 244-5

state revolving funds (SRFs) (US), 174-5
State Vaccine Institute (South Africa), 87-8
step costs, 358
sub-contractors

profit tracking difficulties, 39-40, 41

risk allocations, 58-9
Sub-Sahara Africa (SSA)

investment analysis and trends, 130-31, 137

type of PPP investments, 134-5
subordinated debt, 183-4

see also finance capital; project financing
subordinated loan guarantees, 373
subsidies, 284-5

political costs, 286-7
Sustainable Innovation principle, 311-12
switching options, 231
Sydney Superdrome (Australia), 20

Taiwan High Speed Railway project, 267, 295-9

background, 295

bid award, 295-6

cost overun crisis, 297-8

debt financing crisis, 296

equity raising crisis, 2967

lessons learned, 298-9
take or pay clauses, 251-2, 255-9
Talca-Chillan Route 5 project (Chile), 174
tariffs see revenue streams (non-dependable)
tax, 223

exemption guarantees, 373

PSC adjustments, 386
Taylor Woodrow, refinancing returns, 73, 75-6
teams see PPP teams
technical risk rating systems, 374-5

see also pure risk; spread risk
technical specification

described, 419

see also project specification
telecommunication projects, developing countries,

130, 132, 133, 136-8
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tendering processes, 7-8, 9
cost implications, 12
use of weighted scoring systems, 158-60
see also bidding processes; business case outlines;
proposal development
TermoEmcali power project (Columbia), 192-3
Texas High-Speed Rail Project (US), 232-4
third sector see not-for-profit sector
TIFIA (Transportation Infrastructure Finance and
Innovation Act [1998]) (US), 203-4
timescales
assessment of needs—contract award, 7
construction, 10, 36
penalty avoidance costs, 36
ITN-proposal submission, 219
service operation periods, 4, 8, 199, 352-3
and whole-life costing analysis, 353
see also ‘concession’ models of PPP investment;
concession period determination
timing options, 231
toll fees see revenue streams (non-dependable)
toll roads, 27
bid evaluation criteria, 366—7
international perspectives
Australia, 339-40
South Africa, 87-8
Spain, 37, 43
United States, 366—7
renegotiations, 36—7
TOT see transfer, operate, transfer (TOT)
tourism PPP projects, 439-40
transaction costs, 12
Transcontinental Railroad (US), 198
transfer risk, 374
transfer, operate, transfer (TOT), 181
transport PFI projects, 27-8, 127
current procurement levels, 6
total UK investment, 127
financing arrangements, 295-9, 338-41
international perspectives
Australia, 339-40
developing countries, 130, 132, 133, 136-8
Hong Kong, 437-9
India, 97-120
South Africa, 87-8
Spain, 37, 43
Taiwan, 267, 295-9
Turkey, 364
United States, 200-210, 341-2
levels of operational costs, 40-41, 42
refinancing deals, 73, 74-5
disclosure rates, 73
VEM evaluations, 40-41
see also construction industry; road schemes
Treasury Taskforce, 66—8
trust entities, 184-5
Tube Lines Project, 767

Turkish PPP projects, 363-77
background history, 363-4
bid evaluation processes, 365-7
case studies
Gocek Tunnel Project, 369-70
Izmit Bay Crossing Project, 367-9
use of ‘best value procurement’ methodologies,
370-77
Turnkey contract, 6, 187
‘two envelope’ method of feasibility analysis,

365

unbundled (procurement) models, 402, 405
under-pricing strategies, 237
underwriting arrangements, 337
see also guarantees
unincorporated joint ventures, 184
Union Station (Washington), 198-9
UNISON, on PFI accountability, 48
unitary charge payments see service charges
United Kingdom PFI projects
current and planned initiatives, 5
by market sector, 127
government policies, 5-6, 27-9, 66-9
privatisation agenda, 49-50
as percentage of total public investment, 88
total expenditure to date (2007), 5-6, 29
United Nations, 129
United States PPP projects, 198-9
background and history, 198-9
project financing, 200-210
case studies, 206-10
innovative measures, 341-2
legal frameworks, 203—4
role of Public Benefit Corporation, 202-3
Special Experimentation Project—15, 205-6
use of GARVEE bonds, 204-5
use of private activity bonds, 205
use of section 129(a) loans, 205
transport sector, 200-210, 341-2
Universitas and Pelonomi Hospitals (South Africa),
87-8
user fees see revenue streams (non-dependable)
utility charges, 2234

value system-based models of PFI/PPP, 308-10,
349-51
variable costs, 358
VFM (Value for Money) assessments, 29, 30-34,
42-3,67,379-95
and affordability, 34
appraisal methodologies, 31-2, 379-95
HM Treasury guidance, 380-81
hospitals, 31-2, 40
roads, 40-41, 312-14
service operation stages, 415-16
VGF (viability gap funding), 140
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Wakenhut, refinancing returns, 73, 75-6
waste management projects
developing countries, 128, 132, 133, 136-8
Hong Kong, 439
influence of finance capital on decision-making,
57-61
water and sewerage projects
developing countries, 128, 132, 133, 136-8
end-user tariff concerns, 178
West Kowloon Cultural District (WKCD) project
(Hong Kong), 150-51
Western Cape Rehabilitation (South Africa), 87-8
whole lifecycle costing (WLCC), 215-17, 312-13,
351-5
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key study periods, 353

maximum duration, 353

use of historical data, 353—-4

see also whole-life value applications
whole-life value applications, 356-61
‘win-win’ strategies, 312-14
World Bank, 52-3

database on PPPs, 129-30, 165-6

health of global economies, 171-2

on models of PPP investment, 1245
World Economic Forum, 129
‘wrapping transactions’, 337-8

see also guarantees
WS Atkins, refinancing returns, 73, 75-6
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