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Preface

Public Private Partnerships {PPP) has been practised for some years in other countries
as a means of providing public facilities and services. There is no universal definition
of PPP.  Simply put, it is an arrangement whereby the Government, and taxpayers
ultimately, benefits from a partnership arrangement with the private sector in planning,
financing, designing, constructing, operating and managing public facilities and
Services.

Against the backdrop of public finance constraints and under the policy of “big market,
smali government”, the Hong Kong SAR Government has recently been active in
pursuing PPP for a number of projects.

The Hong Kong Institute of Surveyors supports the principle of active involvement of
the private sector in the provision of public facilities. However, PPP is relatively new to
Hong Kong and is still very much under-researched as an academic subject and in
application.

Before PPP can be properly implemented, many critical issues need to be carefully
addressed, e.g. constructing a proper business case; ascertaining affordability and
value for money; public consultation and accountability; maintaining competitive tension;
risk management; change management; and implications on in-house services and
staff.

The HKIS is honoured to have the opportunity of hosting this Conference with many
renowned speakers, local and overseas, sharing their visions and experience on PPP.
The Conference will cover a wide range of topics around the main themes of “Local
Developments”, “International Developments” and “Critical Issues” of PPP.

We are grateful to the professional / educational institutions, which are separately
acknowledged in these proceedings, for supporting the Conference.

It is hoped that the Conference will form a basis for further discussions and researches,

and that jointly, the industry will devise PPP models / solutions that are appropriate to
the local context.

Francis Leung Dr. Paul Ho

on behalf of the Conference Organizing Committee
28 May 2004
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Welcoming Speech

. The Hong Kong Institute of Surveyors
20" Anniversary Conference on “Public Private Partnerships”
The President’s Welcoming Speech — 29" May 2004

The Honourable Dr. Liao, distinguished guests, fellow members, ladies and
gentlemen,

Good morning! It gives me great pleasure to welcome you all to take
part in today’s Conference organized by the Hong Kong Institute of Surveyors.
I am delighted to see so many guests and members including government
policy makers, scholars, professionals and practitioners, local and overseas, all
gathering here today to share their knowledge, experience and visions of a new
approach to the delivery of public facilities and services — Public Private
Partnerships (PPP).

The PPP Conference today is one of a series of activities celebrating the
20th Anniversary of the Hong Kong Institute of Surveyors. Many of the
audience today have attended the Cocktail Party at the newly opened
Surveyors’ Learning Centre on our anniversary day, 26th April 2004. As we
take stock of what we have achieved, we must prepare ourselves for future
challenges and opportunities.

One of the key changes being witnessed in our profession is the
changing roles of the government, developers, professionals, contractors and
suppliers. The boundaries between the various phases of procurement have
become less defined; cross-fertilization of expertise has become the norm. It
was against this background that PPP gradually became popular in recent years
in other parts of the world such as Australia, Canada, Japan, the United
Kingdom and the United States of America.

To Hong Kong, Public Private Partnerships (PPP) is a relatively new term,
a new subject. Butitis not a new concept. BOT (Build Operate and Transfer)
could be regarded as an early form of PPP.  Our Cross Harbour Tunnel,
completed in 1973, is an example of extreme success of BOT. For public
housing, the Private Sector Participation Scheme (PSPS) was popular in the
80s and 90s as a model of delivery of the Private Ownership Housing. We
have therefore had good knowledge and experience as well as a sound platform
for public-private co-operation in the delivery of public facilities and services.

The PPP models that have been implemented in recent years in other
countries (noticeably Australia, Canada, Japan, UK and USA) operate around
the principle of capturing the private sector's expertise in design, finance,
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Welcoming Speech

construction and management, while the government retains ultimate
responsibility for delivery of core services to the community.

While there are many examples of success in other countries where PPP
has resulted in innovative ideas in design / operation, and iower construction /
operation costs, we also noted cases that the objectives of innovation and
cost-saving are not met.

The concept of PPP was introduced to Hong Kong in recent years, and
became a hot topic in recent months, being widely discussed by the public and
the construction industry against the backdrop of the Hong Kong SAR’s public
finance constraints and the government’s declared policy of “big market, small
government”.

However, many in the industry and the public tearnt of the term PPP in a
somewhat controversial background, stemming largely from the debate over the
West Kowloon Cultural District project. | guess some of the audience come to
this Conference expecting to hear what some of our expert speakers will say
about the West Kowloon Cultural District project, when the tender closing date is
only some two weeks away. However, | am sorry to say that you may be
disappointed as | believe there will be little discussion on the West Kowloon
Cultural District project today!

Having said that, today’s conference will be packed with a wide range of
topics around the theme of “Local Developments”, “International Developments”
and “Critical Issues” of PPP.  We are particularly honoured to have a good
number of renowned speakers from Australia, Canada, Japan, the UK and the
USA. It will be a unique opportunity for us to hear from these experts, first
hand, about what the other countries have done on PPP, and their stories of

success as well as experience of failures.

Apart from overseas experience, we will also benefit from our speakers
on a number of essentials for PPP, such as

- establishing a sound business case for a PPP project
- ascertaining affordability and value for money

- public consultation / accountability

- maintaining competitive tension

- risk management

- change management; and

- staff issues and how to achieve a “win-win” outcome.

| would like to thank in particular the keynote speakers: Sir Gordon Wu,
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Welcoming Speech

Mr. Steven Page of the Government of South Australia, and Dr. A. Scott Carson
of the Canadian Council for PPP. My sincere thanks also go to the
Honourable P C Lau, Legislative Councillor, and Professor K W Chau, Dean of
the Faculty of Architecture, the Hong Kong University, for moderating the
morning and afternoon discussion panels.

Being a professional institute with over 6,000 members specializing in
infrastructure / real estate development and management, the HKIS is
committed to assisting the construction industry and the HKSAR Government in
building up a strong knowledge-base of PPP in Hong Kong. We would also
like to see sfructured and transparent implementation of PPP in Hong Kong.
We have recently published a pamphlet on “the Professional Services for
PPP” — a copy of which is included in the Conference Proceedings Package.
We have also set up an e-corner on PPP in the HKIS website to gather views
and experience from practitioners.

The development of PPP will no doubt be a joint effort of the whole
Industry. Dr. Liao, your presence as the Guest of Honour shows the highest
level of support by the government to this endeavour. The fact that we have 12
professional / educational institutions supporting our PPP Conference bears
testimony to our readiness. In this regard, | am truly grateful to the following
institutions:

- the Real Estate Developers Association of Hong Kong
- the Hong Kong institute of Architects

- the Hong Kong Institution of Engineers

-  the Hong Kong Institute of Planners

- the Law Society of Hong Kong

-  the Hong Kong Institute of Facility Management

- the Hong Kong Construction Association Limited

- the Hong Kong Institute of Construction Managers
- the Chartered Institute of Building (Hong Kong)

- the University of Hong Kong

- the Polytechnic University of Hong Kong; and

- the City University of Hong Kong

Finally, | would like to thank the Conference Organizing Committee, led
by Mr. Francis Leung and Dr. Paul Ho, for their visions and hard work in
organizing this Conference, publishing the PPP Pamphlet, and setting up the
PPP e-corner in the HKIS website.

Ladies and gentlemen, we may have different levels of knowledge,
perception or views about PPP. But | am sure you all will agree on one fact:
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none of us knows enough about PPP. PPP is still very much
under-researched in Hong Kong. 1t is a tool, good or bad, that we ali need to
practise before we can claim ourselves to be experts.  Let’s join hands to build
a strong knowledge-base of PPP, devise PPP models that are most appropriate
to the local context, and adopt a structured and transparent approach in ifs
implementation.

With these notes, | declare the HKIS 20th Anniversary Conference on
Public Private Partnerships open and wish you all having an enjoyable and
fruitful day.

Thank you very much.

Tony Tse
President
Hong Kong Institute of Surveyors
May 2004
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HKSAR Government : PPPs - the Way Forward

Mr Steve Barclay
Assistant Director
Efficiency Unit
HKSAR Government
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HKSAR Government: PBPs — The Way Forward by Mr Steve @arclay

President, Dr Liao, ladies and gentlemen,

May | start off by congratulating the HKIS on its success in putting on
this conference? | have attended a considerable number of similar events over
the last year or two, and | can say with some confidence that you have
assembled a most distinguished and experienced raft of speakers.

However, this success has given me a problem. Your most
distinguished first guest speaker, Dr Sarah Liao, has already covered much of
what | expected to say when, a few months ago, | ventured the title of my speech
‘HKSAR Government: PPPs - the way forward’. Fortunately for you, Dr Liao
has elegantly summarized in a few minutes what | would have laboured over for
half an hour or more. So what does that leave me to tatk about?

A quick review of my PPP press clippings over the last few months
helped me to decide. With the indulgence of the President, | propose to focus
on what are, | think, a number of important conceptions and misconceptions
about PPPs in the public arena. | wili also touch on a couple of points about the
way forward.
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HKSAR Government: PPPs — The Way Forward by Mr Steve Barclay

‘An Introductory Guide to Public Private Partnerships’

But before | go any further, | would also like to say a few words about
the ‘guide’ prepared by the Efficiency Unit last year.

First, it was deliberately entitled ‘an introductory guide’. It is not
intended to be comprehensive or exhaustive, because we know that we do not
have all the answers to all the questions. Many of these answers will only
reveal themselves when we take a few PPP projects forward through to
implementation. It is the EU’s intention to keep a close eye on PPP
developments, both overseas and locally, and we will update and amend the
‘introductory guide’ as those lessons learned point clearly to particular courses
of action.

Second, whilst government has not yet issued any separate circulars
on PPP procedures, the procedural steps are clearly outlined in the guide.
These resulted from consultation with both the Treasury Branch of the Financial
Services and Treasury Bureau, and the Works Branch of Environment, Transport
and Works Bureau. [f there are any identified weaknesses, or omissions, we
will be happy to address them in the next edition.

So to the first of the conceptions, misconceptions that I would like to address

Does Hong Kong have an appropriate Regulatory Framework within which

to implement PPPs?

We do not have a specific PPP regulatory framework. During the
early stages of drafting the ‘Introductory Guide to PPPs’, one of the first
questions | raised with the Department of Justice was whether we needed a PPP
law. The advice we got back was that there are extensive constitutional and
common law powers available to the government to allow it to enter into
commercial contracts, including PPP contracts, and that there was no need for a
separate PPP Ordinance.

It is also the case, however, that if the subject matter of the proposed
PPP contract is covered by an Ordinance, then regulations within that Ordinance
will take precedence over any other legal powers and may constrain the actions
to be taken with respect to a PPP. | have seen a number of instances where the
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HKSAR Government: PPPs — The Way Forward by Mr Steve Barclay

wording of a particular section in an Ordinance has the effect of preventing the
government from entering into a particular PPP because a principal-to-agent
relationship rather than a principal-to-principal arrangement is envisaged. |
suspect that the law drafters, and the legislators, at the time were not actually
opposed to PPPs, simply that at that time they were not on the agenda. This is
easiest to see in some older pieces of legislation, where the Ordinance has been
amended many times, for different purposes, by different law drafters, by
different Legislative Councils. In some of these cases, the legislation is not
even internally consistent from one section to another.

This makes it extremely important that anyone contemplating entering
into a PPP arrangement — from government or the private sector — examines
carefully whether there are any ‘vires’ constraints on the proposed course of
action.

In some cases, amendments to an Ordinance will be required.

Personally, | agree that it would be very much simpier for the civil
service, and the private sector, if we did enact a piece of omnibus PPP iegislation
that said... something to the effect that... notwithstanding any other legislation
Government can take the PPP approach... perhaps subject to agreement by the
Chief Executive in Council and a Resolution of the Legislative Council.
However, | doubt whether the Legislative Council would be wiling to
countenance such a legisiative item. Whilst | am not as familiar with Legco as |
used to be, | understand they still prefer to scrutinize proposals very carefully and
on a case-by-case basis.

Has the PPP Approach proven beneficial to governments and can Hong
Kong achieve similar benefits?

The Government’s position, which is made very clear in the PPP
Guide, is that there is a mass of evidence demonstrating the benefits of the PPP
approach, particular those that arise from improved linking of the processes of
designing, constructing, operating and maintaining a facility, linking that to the
services delivered, and in one seamless exercise focus on full lifecycle costs.

That does not mean, however, that we advocate the blanket usage of
the PPP approach. Far from it, projects have to meet a number of criteria to
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HKSAR Government: QBPs — The Way Forward by Mr Steve Barclay

become successful PPPs, and it is essential to conduct a PPP feasibility study
on each and every project that is proposed to take the PPP approach. If there
are not clear indications that the PPP approach is advantageous, then the client
department will be advised to take the traditional procurement route.

It is also worth noting that initiating the PPP approach for a project is
not an irrevocable decision. There are a number of opportunities to opt out of
the PPP process after it has been decided to proceed. | am not advocating that
this decision should be taken lightly, or frequently, otherwise we will be accused
of bad faith by the private sector, and ultimately the private sector will simply stop
showing interest. Nonetheless, if the public interest so requires, Government
can pull out (as can the private sector) at any point in the process up until the
signing of the contracts. '

Do we think that PPPs are a panacea for public development projects?

There have been claims that the Government sees PPPs as a
panacea for public development and a solution to the budget deficit. This
accusation surprises me. If it was true, | would expect to see every major public
works project being prepared using the PPP approach. That is simply not the
case. There are a only a small number of projects where the approach is being
followed - depending on your definition of PPP (and | am not entering that
debate today) the main ones are - Disneyland...the Airport Exhibition
Centre...West Kowloon Cultural District... Shatin Water Treatment Works. ..
perhaps the Prince of Wales Hospital redevelopment. These are not
insignificant, but nor are they a headlong rush into the unknown.  As for
solving the budget deficit, if this was a magic solution, then | would have
expected the Financial Secretary to have waved his magic wand by now. And
on the subject of magic wands, | am happy to put to rest a couple of myths about
PPPs, that suggest that they can defy the laws of economics.

*  First, if Government has been unable to recover costs from users, a
PPP partner will often find similar difficulties, particularly if price setting
in the area of activity is subject to legislative controls. Any attempt by
Government to link the private partners’ revenue to unrealistic levels
of cost recovery will fail. The private sector will either decline to
participate, or will price its bid to cover the worst case scenario. In
such circumstances, the Government must retain the risk of
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HKSAR, Government: PPPs — The Way Forward by Mr Steve Barclay

recovering costs (as has been proposed with the Shatin Water
Treatment Works, for example).

+  Second, a PPP approach will not always absolve the Government of
financial commitment. This might be true in some cases, and we
have had some successful BOT projects here where this has been the
case. However, | expect that the majority of future PPP projects in
Hong Kong will involve the public purse continuing to pick up some or
all of the bill. in a prison project, for example, | doubt that we can
persuade the end-users ... the prisoners .... to pay for providing their
accommodation as a guest of the government.

Do PPPs lead to a heightened risk of corruption?

There is a risk of corruption in any project involving large sums of
money and this applies equally to PPP projects. | am pleased to say that the
{CAC was one of the earliest government agencies to get actively engaged in the
development of our efforts to promote PPPs. The ICAC has examined the
proposed procedures, offered advice on corruption prevention measures,
suggested the use of ‘probity auditors’ and offered assistance to individual
developments considering PPP projects. For example, the {CAC has been
involved in the Shatin Water Treatment Works project.

Those of you familiar with Hong Kong will know that the ICAC
Ordinance, the Prevention of Bribery Ordinance, and a host of circulars on
procedures make corrupt behaviour on the part of the civil servant a risky
business. No one is pretending corruption does not exist, but we are now far
away from the syndicated, organized corruption of three decades ago. The
main concern now, at least as far as PPPs are concerned, is the extent to which
the private partner has put in place equivalent corruption prevention procedures
and measures. This is a matter that we would expect to be specifically
addressed by departments when entering into PPP contracts.

Will PPPs lead to the creation of avoidable and undesirable monopolies?

We are very mindful of the risks of creating such monopolies,
particularly of putting the government into an unequal negotiating position with
respect to the continued provision of an essential service. Whilst there may be
occasions when creating a monopoly is, in practice, unavoidable, we will avoid it
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HKSAR Government: BRPs — The Way Forward by Mr Steve Barclay

whenever practicable. One example on the horizon where there is the potential
to put the government into the position of contracting with what would become a
monopoly supplier within the SAR is the prison co-location project at Hei Ling
Chau. Whilst | do not wish to pre-empt the public consultation exercise, and
Legco’s consideration of the proposal, | can say that |F the decision to proceed
with the project is taken, the Efficiency Unit is likely to be involved in conducting a
PPP feasibility study. Part of that study will be to consider the risks associated
with letting a single contract and whether the project should therefore be
implemented by one or more PPP contracts,

How can we show that a PPP project will deliver Value for Money?

A fundamental tenet of the PPP approach is that it should offer better
value for money than the traditional means of procurement. That statement is
the easy bit. Demonstrating this will be the case is the challenge that we face in
each proposed project. In the PPP Guide we talk about constructing a ‘public
sector comparator’ or ‘PSC’, which is the risk-adjusted, estimated full lifecycle
cost of a project if it was done by conventional in-house means. It is expressed
in terms of net present value.

It is usually relatively easy to assess what the design and construction
costs of a facility will be. The difficulty is establishing what the recurrent costs of
running a facility would be over the next 25 years or so. Another problem is
related to establishing the costs of free services provided by other departments,
which must also be included if a fair comparison is to be achieved. The point fo
note here is that using a PPP approach will impose financial disciplines that are
best practice and should in preference be applied to major projects whatever the
implementation approach.
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FHKSAR Government: PPPs ~ The Way Forward by Mr Steve Barclay

Are PPP projects a means of bypassing Legislative Council scrutiny?

Some commentators, and some Legislative Councillors have
expressed concern that the PPP approach is intended to avoid Legislative
Council scrutiny. This is not the case. First of all, most PPP projects will
involve public funding, and this will require scrutiny and approval by the Finance
Committee.

On the rare occasion that a PPP project does not require any public
funding, the EU (and the PPP Guide} has advocated that Government should still

seek Legco support, in line with policies on accountability and transparency.

Finally, what would | like to add on the subject of the way forward?

Over the past 18 months, and during the last 6 months in particular,
there have been a considerable number of events like this, organized by
professional bodies such as the Institute, or by consulates. These events have
been well attended, not only by private companies with products and services to
sell, but also by many departments that are considering whether projects under
their purview might benefit by being done as a PPP.

Such conferences and seminars have, | believe, helped achieve a
number of important objectives-

+ they have contributed to the very necessary public debate on the role
of PPPs in Hong Kong;

+ they have enhanced understanding of what PPPs can, and cannot, be
expected to deliver; and

+ they have given comfort to many of my colleagues that there is a
sufficient number of interested and experienced parties in the market
place to provide the right sort of services in a competitive environment.

Some of you will be aware that a delegation of civil servants, from 16
bureau and departments, will shortly be visiting Melbourne, Australia to examine
the Victorian Government’s approach to PPPs. On our return, we will be
sharing this experience with colleagues at a number of in-house seminars. The
number of departments involved gives me considerable comfort that there are
many colleagues who are now giving very serious consideration to using PPPs.
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HKSAR Government: PPPs — The Way Torward by Mr Steve Barclay

| believe that the next six months or so will prove most important.  If
projects like the Shatin Water Treatment Works make good progress, then the
chances are that many more individuals in departments will be encouraged to
turn to the PPP approach for their projects.

It is worth noting that, last autumn, when we launched the PPP Guide,
about 200 directorate staff and 300 professional officers from over 50 bureaux
and departments turned up for the briefings. This suggests to me, together with
the numbers of civil service colleagues that | see regularly at events like this, that
there is a genuine interest in PPPs, and a growing understanding of the benefits
that PPPs, properly selected, properly prepared and properly implemented, can
bring to our community.

The EU will continue with its efforts to promote and support the use of
PPPs. [f you would like to take a look at the PPP Guide, or any other matters

related to our work, you are welcome to visit our website at www.info.gov.hk/eu/.

Thank you.
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The Political Dimension of PPPs: Building Support for the Process

by Mr Arthur Mclnnis

CLIFFORD CHANCE

Credit Guarantee Finance

HM Treasury has also published a Technical
Note on the Credit Guarantee Finance (CGF)
scheme, which the Government believes may
be a new way of funding PFI projects. CGF
schemes will involve a loan agreement between
the Government and the project company, to
be repaid following completion of thé project
and backed by an unconditional repayment
guarantee from a project company guarantor.
The primary bengfit of such a scheme for the
public sector is stated to be the fact that
Government {in the round, in its capacity as
provider of the loan, rather than the procuring
authority, which will not obtain this benefit) will
capture that part of the unitary charge payment
that relates to the private sector funding
premium that would otherwise go to the private
sector. The hope has also been expressed that
the CGF scheme may result in lower transaction
costs for all parties.

Draft CGF programme documentation has been
prepared which includes a standard public
sector PF| loan facility term sheet and draft
guarantor forms.

Some concerns have been expressed as to
whether the CGF scheme creates a level
playing field between banks and monolines
competing for the guarantor role. Pilot schemes
are in the course of being identified.

Standard & Poor’s revises
assessment of PFI
construction firms

The credit-rating provider Standard & Poor's
has issued guidance following its revision of the
assessment of the creditworthiness of
European construction companies invoived in
PFl projects.

The revision has been prompted by the growth
of PFI/PPP as a financing method for the
construction of public assets, and Standard &
Poor's assertion that the differing leveis of risk,
levels of capital investment and quality of cash
flows between PFI and non-PFl projects has
meant that construction firms involved in PF

PPP NEWSLETTER

should be assessed using different measures
because of their unique exposure to PFl project
risks. The guidance, titled “PFl Projects
Reshape the Credit Profile of Europe's
Construction Companies”, was published in
February 2004.

Standard & Poor’s uses a two-stage process
when rating construction companies involved in
PFI projects. It first looks at the traditional
construction aspects of the business as a
contractor for the design, building and
management of construction projects. The
second stage involves an assessment of the
company as an investor in the project company
that holds the PFI contracts and receives the
project and investor finance.

The guidance identifies both positive and
negative factors for construction firms involved
in PF| projects to be considered in rating the
firm. Positive factors include:

s The long-term nature of PFI projects and -
stable income revenues reduce the impact
of the economic ¢ycle of traditional
construction companies and markets.

¢ Counterparty risk is reduced as it is
government that usually pays services and
maintenance casts.

* There are high tarriers to enfry to the PFI
market due to the expertise required and
the capital cost of tendering for PF| projects.

Negative rating factars include:

« Capital is often tied up for the long term in
PFI projects, which may cause liquidity
problems far construction firms who have
historically been used to low levels of debt
because they received pre-payments and
continuing payments as construction
progressed on a project.

* The pricing of projects requires skilis not
traditionally needed by construction
companies and take time to be acquired.
Projects need to be accurately modelled to
avoid losses,

*  The growth of the PFI market has led to a
shortage of qualified staff and some
companies overreaching themselves by
taking on too many projects at once.
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The Political Dimension of PPPs: Building Support for the Process

by Mr Arthur Mclnnis

CUFFORD CHANCE

Standard & Poor's predicts that, with the growth
of PFl across Europe, a two-tier construction
market is emerging, comprising of those firms
which have the expertise and resources to
manage large projects, and those that do not.

European Commission
censures UK's failure to
legislate following the Alcatel
case

The Eurcpean Commission has issued
Reasoned Opinions against the UK and Ireland
for failing to comply with their obligations under
Directive 89/665/EEC (the Remedies Directive)
on public procurement. The Commission's view
is that current UK legislation does not fully
comply with the requirements laid down by the
Remedies Directive.

The Commission’s acticn, taken on 31 March
2004, follows the UK's failure 1o take legislative
account of the decision of the European Court
of Justice ({the ECJ) in the Alcatef case of 1998.
In Afcatel, tenders were invited for a public
procurement contract to supply an electronic
information system for the Austrian motorways.
The contract was awarded and signed on the
same day, the award being challenged by the
losing tenderers immediately. However, under
Austrian law, once the contract had been made
the only remedy available for the awarding
authority to comply with the relevant public
procurement regulations was damages. This is
also the position in the UK. The question the
ECJ bad to answer was whether the Austrian
position of damages as the only remedy for an
improperly awarded public procurement
contract was compatible with the Remedies
Directive, in particular in the case where the
award and the formation of the contract take
place at the same time.

The ECJ held that Member States were obliged
to ensure that aggrieved parties could
challenge the award of the cantract before it
was concluded at a stage where infringement
can still be rectified. The Afcatel case had the
effect of bringing into question the UK's own
implementation of the Remedies Directive.
Following the decision, the Cormnmission asked
the UK to outline its plans to give effect to
Alcatel.

PPP NEWSLETTER

Under current English law once a contract has
been concluded the only remedy is damages.
There is no interim relief or relief at the trial
{unless both parties knew that the contract was
awarded in breach of the PPR). Any actions for
damages for breach of PPR are difficuit to
succeed because of the high evidential
obligation imposed by English courts. The
courts require the unsuccessful tenderer to
prove that he had a substantial chance to be
awarded the contract. In the Ulilities sector
claimants are entitled to damages for the costs
of preparing the bid and participating in the
award procedure as well, but this rule does not
apply to the classical sectors where claimants
must show their chances of success on the
balance of probabilities together with the profit
they would have made from the contract.

The UK Office of Government Commerce (the
OGC) published a consultation paper on the
issue in December 2001 setting out
amendments to English law. The amendments
consist of adding a short period of time
allowing for judicial review either (i) following
conclusion of the contract or (i) between the
award decision and the conclusion of the
contract. The resuits of the conclusion have still
not been announced and made public. it seems
that the Commission does not consider that
these amendments are sufficient to comply with
the Alcatel principle.

The OGC is still considering its response to the
Reasoned Opinion of March 2004. if the matter
is not resolved or settled, the Commission may
bring an action in the £ECJ against the UK as a

last resort.

The possibility of challenges to contract award
decisions is likely to bave a significant impact
on bid costs (additional due diligence or legal
fees), compounding the potentially negative
effects of the newly published amended
procurement regulations. The amendments put
forward by the OGC raise a serious and real
concern that unsuccessful tenderers make
vexatious challenges. Successful tenderers may
also claim against contracting authorities for
losses resuiting from a breach of the
procurement rules should a contract be
challenged or set aside.
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This publication is designed to
provide a summary of the subject
matter covered. It does not
purport to be comprehensive or
offer fegaf advice.
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Trom BOOTs to PRPs: Towards a National Market for PPPs in Austrafia by Mr Steven Page

From BOOTs to PPPs:

Towards a National Market for PPPs in Australia

Keynote Speaker : Mr Steven Page
Executive Director
Projects Analysis Branch
{(formerly the Public Private Partnerships Branch)
Department of Treasury and Finance
Government of South Australia
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TFrom BOOTs to PPPs: Towards a National Market for PPPs in Austrafia by Mr Steven Page

LOLTN
(&
.l"[.“ ?‘\'
From BOOTs to PPPs:
The development of a national PPP market in
Australia
| The PPP journey

1990s: The BOO(T) model
Project report card
Lessons learned

1

2000s: Adoption of the PPP model
Project report card
National PPP market & the project pipeline

Privatisation to BOOTs

Process started with privatisation within the economic reform
process starting in the 1980s
o Public infrastructure projects were developed under the Buitd
Own Operate {Transfer) or BOO(T) model

The BOO(T) mode! produced mixed results in "economic’
infrastructure prajects:

v Urban toll roads

X Public transpart

? Water

Outsourcing of services was also extensively alongside the
BOOT model

Applying of the BOCT model in “social” infrastructure was
slower and more problematic
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From BOOTs to PPPs: Towards a National Market for PBPs in Australia by Mr Steven Page

Rationale for BOOTs....

As inthe UK, the private seclor became involved In
Infrastructure financing often for the wrong reasons:

Shift expenditure from capital to operating budgets
0 “Of balance sheel” financing
0 Ad hoc financing of "nice 10 have™ projecis
o Little stralegic context at the State Government level

Resull was that several projects either falled or were far too
costly

o Operators received reward for risks they did not carry

0 “Of balance sheel” objeclive was rarely achieved

¢ "Bad apple” syndrome
Treasury departments raised serious doubt over "laxpayer
value” using private finance

Deal flow to 2001

20
m]
16

14
12 {

8
64
44

FE

0 yoe— J

1994 1992 199) 1994 1995 1996 1997 1988 1999 2000 2001

BOOTs to PPPs — current policy & directions _]

All Australian Governments adopted vaniants of the UK
PFI/PPP model between 2000 and 2002

0 Process overseern/managed by Treasury departments
based on the Partnerships UK model
© Focus on Value for Money drivers

Victoria & NSW led the way wilth a number of PPP
pathfinders

o Victorian County Court

o Spencer Streel Stalion Complex

NSW completed fitst schoals PPP in 2002
o Prison & hospital projects in the pipeline

SA to complete first police stations/courts PPP in 2005
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From BOOTs to PRPs: Towards a National Market for PPPs in Australia by Mr Steven Page
Key policy dnivers: BOOTSs to PPPs
BOOT PPP
 Fiscal cbjective Off balance sheet | Value jof meney
Project focus Capital cosi Whole of life cost
D&C Input specification | Oulpul specificalion
Payment mechanism | Fixed payment Variable paymenl
{risk-free) (performance)
Performance Cantractual Abalemenl
management remedies mechanisms
Risk management | Risk avoidance Risk altocalion
Benchmarking None 5Public Sector
Comparator
County Court of Victoria
Spencer Street Railway Station (concept)
HKIS 20k Anniversary Conference 2004 ~ Public Private Partnerships Page G4



From BOQTs to BPPs: Towards a National Market for ®PPs in Australia by Mr Steven Page

Eﬂ___ew directions ‘

The policy debate over PPPs Is larg-t;lif;éﬁled

o PPP procuremant is part of infrastruciure planning
function

o Major projects are tested in the budget process for
PPP procurement as a matter of course

o Policy direction is now focussed on developing a
national market and harmonising policy:

o address shorlcomings in current practices
o fine tune the procurement process

o streamline government approval processes
o introduce PPPs in local government

E\Ialional PPP Forum

The PPP National Forum was established in May 2004 1o drive
the hammonisation strategy at the State and Federal level,

The Nalional PPP Forum is designed to deliver betler
coordination, information sharing and support among Auslralian
governments to enable the best project outcomes.

The decisions on key national policy matters at the Forum’s first
meeting included:

o development and coordination of a national infrastruciure
pipeline

o develop policies to hamonise procurement practices in each
junisdiction

Essue_s__(_s_’cL challenges

Transaction costs...
o] governmenl are committed to lransparenl,
competitive bidding processes

o complex contracting process involves substantial
bid costs

... may constrain market growth

o AUD 8 billion in projects has market fully
extended

o transaction costs impede new entrants

o policy harmonisation to attract international
competition

o contract standardisation
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From BOOTs to PRPs: Towards a National Market for PRPs in Austrafia by Mr Steven Page

Issues & challenges (2) ‘

Improvlng -ﬁGBI'i'c_'sector procurement skllls
o Formal training in PPP procurement
o Sharing skills & experience across States

Measuring value for money

o Public Sector Comparator & project discount
rates

Local issues

a Taxation reform

0 New Accounting Standard

Projects in the market

NSW NT QLDSA TAS VIC WA Total

Health 3 1 4
Transport 3 1 4
Education 1 1
Justice 11 1 3
Water / Environmental 1 1 2
Accomodation 0
Community 1 1 1 3
Total 6 1 2 2 1 4 1 17

Potential project pipeline

NSWNT QLD SA TAS VIC WA Tota
Health 3 1 1 5
Transport 3 9
Education 1 11 1 4
Justice 3 5
Water/Environmental 2 2 4
Accomodation 1 11 1 1 1 6
Community. 2 2
Total 110 10 4 1 7 2 35
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PPP Proects in the United Kingdom: the Successes and Fatlures by Mr Igor Rukuts

PPP Projects in the United Kingdom:

the Successes and Failures

Mr Igor Rukuts
Managing Director
Northcroft International Operations
UK

HKIS 204 Anniversary Conference 2004 — Public Private Partnerships



PP Projects in the United Kingdom: the Successes and Failures by Mr Igor Rukuts

Northerofi

Intarnationat
Construction
Caonsullanis

: Hé'n_g Kt')ng Institute of Surveyors

cel PPP in the UK
“or L The Successes and Failures

‘ ¢ .-'\-:',s < tae H

o~ ‘t"’*lg'pl: Rukuts BA BSc FRICS
- 'y, Managing Director
Internauona! 0perat|ons

Noaherafl
One Horse Guas
Avenue

London SW1A 2HU
Unlled Kingdom
v fGAATIoR.cam

Northeroft

O Introduction

o The Statistics

O What are the risks?
2 Project Casebooks
O The Successes

a The Failures

a The Jury is Stili Out

o Summary

& Ten Point Plan to Success 25N
¢ 5

{PPP is not always the answer ; ; Northcroft

QPPP is not a miracle solution to
Government needs

Qit is not a quick fix solution

ONot all projects work

QChoose the project carefully

GPPP is a procurement methodology
which means a cuiture change

>,
o
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PPP Projects in the United Kingdom: the Successes and Failures

by Mr Igor Rukuts

~is there a difference?. Northeroft

PFIv PPP

a PFI Projects have 4 main distinguishing

features:

- Significant risk passed to the private sector

- Definition of requirements in output formats

— Long term maintenance is with the private
sector

- Contracior's payment is linked to
performance and availability

Northeroft

|

0O PPP Projects have 2 main distinguishing
features:
— Public sector is part-owner of the service-
providing organisation (part privatisation)
- More flexibility, fluidity and greater
uncertainty about the investment over
concession pericd

— l'erminology using PPP rather than PFL is
more politically friendly

- Often indistinguishable

Nottheroft

QGver 500 deals
O Capital value of £35 billion

O Launched by Conservative Government
in 1992

0 Adopted by Labour Government
90% of deals signed since 1997

a Scope of projects very wide

HKJS 20th Anniversary Conference 2004 - Public Private Partnerships
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PPP Projects in the United Kingdom: the Successes and Faifures by Mr Igor Rukuts
The UK Statistics Northeroft
\ R T
AR
OIn operation
- Hospitals 34 /,Tr"
-~ Health schemes 119 - -
— Refurbished schools 238
— New transport projects 23
—~ New fire/police stations 34
— New prisons/secure units 13
~ Waste/water projects 12
— Other 167
[ T
Are PPP Projects Working in the UK? leroft
0 Government
- Yes, good for lhe Treasury — less
public spending
— Yes, good for lhe politicians — more
schools and hospitals
a National Audit Office
- Yes, provide value for money.. ..
.... generally
0 Project Sponsors
- Sometimes, if the project turns out lo
be the one they wanted!
f—r R _‘ & "~ : ."' ) B B —#’—
Are PPP.Projects Working in-the UK?
0 Contractors
- Yes, higher profits, more work
— No, heavy inveslment costs, loss of
reputation if things go wrong
a Lawyers
— Yes, cenainly...
... there are good fees as
deals are complex!
0 Developers
— Yes, good new opportuailies on land
previously unavailable. ...
... good profits! .
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PRP Projects in the United Kjngdom: the Successes and Failures

by Mr Igor Rukuts

Are PPP Projects Working in the UK?

O Consultanis/Technical Advisors

long term projects

0 Users/the general public
- Somelimes, as long as the service
pravided is belter than before ...
. as long as they do not have to
pay more!

— Yes, more project opportunilies, more Y244

Northeroft

e
\What do the NAO

Reports say?

0 37 reports on PFI/PPP
0 Generally represent value for
money with some exceptions
1 Recent report on managing
relationships
- 100 projecls reviewed
- 3 vital factors for success

— All are aspecls of culture and
perceplion:
+ Truee Pannership
+ Communications
= Commitment

a Before PFI/PPP arrived
— 70% of Centrai Government projects
were late with cost overruns

0 After PFI/PPP arrived
- Improved to 20% late with cost
overTuns

— Only 8% delivered maore than 2
months' iate

Northeroft
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PPP Profects in the United Kingdom: the Successes and Fatlures

by Mr Igor RuRuts

What does the Treasury say? Northeroft

O There are VFM improvements

- Hospitals 4-8%
~ Schools 8-15%
— Roads 12 - 18%

— Defence Accommodation 10 - 20%

[Tradifional v Private Sector Funding —

Why do it? Nm'l.l'a('-a‘t_aﬁ

0 Key benefits of PPP for the Government

- Keeps debts down
» Capital financing is off the public sector balance sheet
+ Delers payments over coniract life

~ Frees capital to spend on other services

— Retains strategic control in the public sector

- Transfer of risk of performance to private sector
« Payments on delivery
+ Paymenis geared to performance

— Focus procurement on whole life cost of project, not

just on capital costs

+ Long-lerm thinking
« )dentification of long term sustainability & viability

Traditionat v Private Sector Furi

Yy do 2 B N(;n‘t.hm‘nf’l_

Q Other benefits of PPP

- Use of output specifications
= Creattve design solutions can result
- Higher slandards of design

- Use of private funders/ inveslors
= Creative income generation solutions
» Creative lunding solutions

- Performance hased contracts
- Improves construction process
» Improves cperations delivery

FHKIS 20th Anniversary Conference 2004 - Public Private Partnerships
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PRP Projects in the United Kingdom: the Successes and Failures by Mr Igor RuRuts

PPP Projects B Northerofi

o Experience in the UK has shown PPP poects
are not always successful if:

- Project sponsors are unclear about objectives al Day
Onse

+ Numerous post-tender! post-contract changes are costly
~ Funding environment is poor
*+ Investor confidence is not created
* = Technical Monitoring is poor
~ Risk Managemant Procedures are not implemented
- Design creativity is limited '

;What can go wrong? Northeroft

O Project sponsors often only
discover the mistakes that they
have made when it is too late!

Q This must not happen in
Hong Kong

0 Heavy bid costs (£2m is not uncommon)

a Too much information requested

A Unnecessary new procedures introduced
by inexperienced project sponsors

0 Long lead-in 1o financial close

O Decisions being made on lowest cost
and nol best vaiue

0 Unhappy trade unions - jobs are al risk

Q Poor project management
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PPP Projects in the United Kingdom: the Successes and Failures by Mr Igor Rukuts

What are the downsides in PPP? Northerofi

0 Better procurement does not mean
better service provision

0 General inexperience of project

sponsors

- Technical advisors are lhe conduils of ¢
experience

[ S ol e e e o 4 ot

iConquer the downsides in PPP

Q0 There has been a cultural/perception
problem which can be destructive in
forming partnerships

T Private seclor sees public seclor as

~ Bureaucrats
— Don'l live in the reaf world
O Public Sector sees Private Sector as

— Cunning

— Unscrupuious

e mm—— 2 e

’Ctmquer{ the downs}ide»s»iﬂ PPP. ..

Northerofi

i
i
i
H

O PPP means:

— Collaboration and commitment from
both sides
- Change in perceptions

» Greater trust needed

@ It does not mean managing a
contract based approach
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PPP Projects in the United Kingdom: the Successes and Failures by Mr Igor Rukuts

The ingredients of success Northeroft

0 What are the ingredients of
successful PPP projects?

0 A few casebooks may help!

Northeroft

O The Failures

O The Successes

0 The Jury is still out

il e i

SR
Project Casebooks 1T

Sgrvices Noytheroft

IT Projects
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PEP Projects in the United Kingdom: the Successes and Failures

by Mr Igor Rukuts

Project Casebooks IT Services Naortherofy

0 Some amazingly spectacular failures!
0 Sponsors have included:

— Home Office

— Prison Service

-~ Courl Service

- Nalional Health Service

- Nalional Air Traflic Control

— Depariment of Work and Pensions
» Chifd Suppon Agency

Northeroft

.D.What have been the generic failures?

a Time overruns

Q Cost overruns

0 Service delivery poor

0O Tendency to over-promise and under-deliver
Q 50% of !T projects have been renegoliated

Northeroft,

_ Criminal Records Bureau

0 PPP between Home Office and Capita

a IT system for staff criminal records vetting
Q 50,000 applications per year

Q Backlog and errors

a Subsidy increased to Capita

0 Passed on to users

Q Backlog still there

o Quality not quite there yet

HEKIS 20th Anniversary Conference 2004 - Public Private Partnerships
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BPP Projects 11 the United Kingdom: the Successes and Fatlures

by Mr Igor Rukyuts

Project Casebooks (T Services Northeroft

:::'-'_'Ci]stQms and Excise

o £500m contract to Fujitsu in 2001

O IT system for filing VAT returns through the
internet

0 Contract renegoliated to £928m

0 Policy Changes — 22,000 staff in liev of
18,000

0 1% take-up by users — plan was 50%, rising
to 80%

a Not there yet!

%Projea Ca$¢?09k3 e Northerofi

] The Success Stories

Northeroft

Prisons
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PPP Projects in the United Kjngdom: the Successes and Faifures

by Mr Igor Rukuts

a 7 prisons opened 1997 — 2001

0 4500 customers

0 7% of prison population

a 2 under construction opening 2004 - 2005
Q Further 1300 inmates

o 4 o e e A = s

Northeroft

i "
iPraject Casebooks - Prisons

5 Why were these successful?

Q All opened on time or early
O Al within cost projections
O Fast delivery

- 50% savings

— Construction 18 —24 months
a Lower cost

— Prisan service paying less capital costs for
prisons lhan 10 years' ago!

Northeroft

0 Good communications between:
- Project Sponsor
— Operators
— Designers
- Constructors
o Work under strict regulatory framework
a Operations over 25 year period -
O Funder friendly
- Funders know risks are small
- Occupancy near 100% every year!
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PPP Projects in the United Kingdom: the Successes and Failures

by Mr Jgor Rukuts

0 The Jury is still out on some projects. ...

Project Casebooks Northeroft

[ e e e

HEALTHCARE

:PmieCt Cas bGOkS : Northeroft

Northeroft

a National Heallh Service statistics
-~ 1.2m people employed
- 25m?2 properly estale
— £72billion+ replacement costs

0 Government wanted 100 new large hospitals
{£180m — £250m each) by 2010

O 10,000 new beds

0 Also new Diagnostic & Treatmeni Centres
- To reduce waiting lisls
— Diagnosis & day surgery

HKIS 20th Anniversary Conference 2004 - Public Private Partnerships

Page H12



PPP Projects in the United Kingdom: the Successes and Failures by Mr Igor Ritkutts

Northeroft

Project Caéebogks - Hospilals

0 PFI/PPP Bidding costs very high

a Contractors not interested - too busy
- Should be 3 bidders
- Sometimes 1 or 2
— Breaching EU bidding rules!

a Architects’ bidding costs also increasing
- For £100m hospital - £500k +

Northeroft

O Massive reported cost over-runs on some
hospital schemes

& Under-estimations of needs & changing
clinical needs, e.g.
~ New 1088 bed super-hospital campus in London

combining The Royal Bromptan and Harefield

Hospital, St Mary’s Teaching Hospital and

Imperiat College's Nationat Heart & Lung Institute
- Oulline business case in 2000 £360m

- By end 2003 £827m
— Aller cost-culting at end April 2004 £800m

Northerofi

PRIMARY HEALTHCARE
LIFT PROGRAMME

(LOCAL IMPROVEMENT
FINANCE TRUST)
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PPP Projects in the United Kingdom: the Successes and Failures

by Mr Igor Rukuts

Northeroft

.Project Casebooks - LIFT

Q@ Providing and mmproving UK prnimary care services
- Doctors’ surgeries
- Health centres

2 Partnership to create LIFT Co. belween:

- Primary Care Trust 20%
- Parlnerships for Health 20%
- Pnvate sector Pariner 60%

O 3 phases so far

- 42 projects apgroved
O 4" phase starls June 2004
1 1st worth £1 billion

Northeroft

0 Services are not defined in detail
a Investment over time, but not detailed

a Innovation and freedom in partnership

Northeroft

London Underground

HKIS 20th Anniversary Conference 2004 - Public Private Partnerships
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PPP Projects tn the United Kingdom: the Successes and Failures

by Mr Igor Rukuts

Project Casebooks Northerofi

London Underground PPP

& Aim to secure continued investment in the
maintenance and upgrading of the
infrastructure of London’s Underground

Q In 1998 UK Government decided that LU
should be turned into:
~ @ public sector operating company {'OpsCao’)

— 3 private sector infrastruclure companies
('Infraco’s’) investing into and maintaining the
infrastructure

s A e Y A AP A b 1 i A PR

Project Casebooks - - Northerofy

- Lendon Underground PPP

O LU believed that by having 3 'InfraCo’s™

- Encouraged more competiton
— Promoted innovalive ideas how to manage lhe
infrastructure

— Created a basis for benchmarking performance

— Provided a reasonable spread of investmen!
across the companies in the lulure

Northeroft

London Underground PPP

0 £1.2bn invested by LUL in the Infrastructure
prior to PPP

Q Infrastructure upgrading works are forecast
at circa £7bn

o Bid financing requirements estimated 1o be
between £500m & £750m

a InfraCo contracts cover a period of 30 years,
reviewed after 7 years

HKIS 20th Anniversary Conference 2004 - Public Private Partnerships
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PPRP Projects in the United Kingdom: the Successes and Faifures by Mr 1gor Rukyts

Northerofy

Project Casebooks

- ‘London Underground PPP

U 'InfraCo's’ entered into 'Performance Based
Cantracts’ and are paid Infrastructure Service
Charges

a Performance is measured in five main areas:

» Availability

+ Ambience

» Amenities & Facifities
« Capability

« Consistency & Control

O Adjustments are made to charges according 1o
performance.

e

;::Project'CaSebpojgl____ L

Northerofi

o 'Lpndo:'ri Underground PPP

O Nice idea, but problems are looming

0 Maintenance on Jubilee, Northern and
Piccadilly Lines commenced 1 January 2003
by Tube Lines

a Maintenance on 2 other contracts for rest
commenced 1 April 2003 by Metronet

QO Both awarded late due to protracted
negotiations

Northeroft

= London Enderground PPP

a LU report criticises reliability following PPP

Failures Incident nos/month  %increase
Trains 23
Track 76 20
Points 46 35

Q 3 recent derailmenis
— Loss of income £55m gap in LU funding
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PPP Projects in the United Kjngdom: the Successes and Failures by Mr Igor Rukyts

Project Casebooks Northeroft

London Underground PPP

0 £32m aggregate fines for failures to hit
benchmarks

a 6 out of 11 lines failed to meet targels to
reduce delays

0 66% of network failed service point criteria,
e.9. failed to maintain equipment, toilets,
cameras, PA systems etc

Q Tube Lines may face £40m disruption fines
following derailments

z:Here are the sectets {0 PPP Northeroft

Remember this 10 point
“plan in order to help you fo
-obtain success on PPP

projects

Northeroft

1. Combine the best public/private sector skills
as a true partnership

2. Avoid using PPP's where the public sector
already provides high quality, cost effective
L services

+ Jse {argeted short-term contracis to resolve iscolaled
funclional weaknesses

3. Public sector should retain control of
sensitive/high profile activiiies which can
impact reputations
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by Mr Igor Rukuts

PPP Projects in the United Kingdom: the Successes and Faifures

Northerofi

Summary Making PPP work -

4. Ensure all decisions are made on VFM

grounds
Optimum combination of whale-life cosis and quality of
SCRICE provision

A - Fotus on nutcomas/VFM

. - Never on lowest cos!

i 5. Select the right pariner

” The nght culture

‘.} » Good experience
kr{,} + Innovalive ideas

1

E | « Good revenue streams

_z

.

Summary Making PPP work

"

. 6. Set clear objectives and definitions of
operational requirements in bid documents

and contracts

- 7. Monitor the whole design, procurement,
construction and operations process

Northerofi

8 U'n'de'nake regular risk appraisais
9. Appoint experienced technical advisors

2 10. Control post-contract changes
i Always more cost-effective to get the requirements right

' first time

Northerofi

Page H18

FHKIS 20tk Anniversary Conference 2004 - Public Private Partnerships



A Critical Review of Current PFI Projects in Japan by Mr Akjo Yamashita

A Critical Review of Current PFl Projects in Japan

Mr Akio Yamashita
Consultant
Sato Facilities Consuitants, Inc.
Japan
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A Critical Review of Current PFI Projects in Japan by Mr Akjo Yamashita

HKIS 201h Anniversary Conference 2004 tday 29, 2004

A Critical Review of

Current PFI Projects in Japan

Akio Yamashita

Sato Facilitles Consultans, Inc.

HKIS 20th Anniversary Conference 2004 May 29, 2004

Context of Japanese PPP

% Economic stagnation in Japan

Issues

+ Revitalization of Economy

+ Solution {o Financial Deficit

+ Creation of New Business Opportunities

» Provision of Employment

Sato Faitiies Consultants, Int 2

HKiS 20th Anniversary Canference 2004 May 29, 2004
Context of Japanese PPP

“Structural Reform of the Japanese Economy :

Basic Policies for Macroeconomic Management”
by Koizumi in 2001

Seven Programs of Sfructural Reform

1. Privatization / Regulatory Reform

2. The “Support Challengers’ Program
3. Strengthening Welfare and Insurance
4, Doubling Our Knowledge Stock
5.
6
7

. Lifestyle Revolution
. Local Independence and Revitalization
. Fiscal Reform

Salo Faclhines Corsdtants, Inc 2
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A Critical Review of Curvent ®F] ®rojects in Japan by Mr Akjo Yamashita

HKIS 201h Anniversary Conference 2004 May 29, 2004

Context of Japanese PPP

Public Sector —_————— Prlvate Sector

= —

Operation by the third sactor

- Jois veatinis Sabupun Publ b Privete oectons

Indupnndnnt%dninlﬂraﬂvo Agency ] I Privats Financa Initintive

Contract oul of etandardized sarvices
Fatillies macienance, Cleanhp. S-emlr guarg,

Sale FacHitica Consuftanis, Inc. 4

HKIS 20th Anniversary Conference 2004 May 29, 2004
Introduction of PFi to Japan
@ Context

- Critical condition of Pubtic finance
~ Demand for Public investment 1o baost economy

& Enactment of Laws
July 1959 “Law relating to promotion of realization of
Public facilities by using private funds”
— PF) Law
March 2000 “ Introduction of PF1 to Local Government”

- Notice from Ministry of Home Affairs to
Governors and Mayors

December 2001  Amendmeni tc PFI Law

Salo Facildies Consdlanis, Inc S

HKIS 20th Anniversary Conference 2004 May 29. 2004

Introduction of PFI to Japan

4 Guidelines

1. Guldelines for Risk Allocation in PFI Profect (Jan. 2001}

2. Guidelines for Enforcement and Process of PFl Project
Jan. 2001)

3. Guidelines for Value for Money (July 2001)

4. Guidelines for Confractua!l lssue (June 2003)

5. Guidelines for Monitoring (June 2003)

Sele Facilllies Conadlants, Inc 6
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A Criticaf Regview of Current PFI Projects in Japan

by Mr Akio Yamashita

HKIS 20th Anniversary Conferenca 2004 May 29, 2004

Present situation of PFI In Japan

& Transition of the number of PF! projects
- Announced Its Implementation policy

£
2
§

Cumulstivo tala) (hos)

Y]

Fiscal yoar O Anhuml (0tal —4— Cumulutive tolat

Saroe s At X4, g FF) Amrcbor S0 Faclhuea Consultants, bnc. 7

HKIS 20th Anniversary Conference 2004 May 28, 2004
Present situation of PFl in Japan
& Types of Revenue to SFC

A. Independent Operation
- SPC charges a fge to Public f users direcily

B. Service Fee Operation

- SPC receives a fee from Administrative agency for the service

a

Joint Venture Operation
—mixture of A and B

Sasee B b 0047 e F A .
“ o Sato Fatiliics Consulanis. Ine 8

HKIS 20th Anniversary Conference 2004 May 29, 2004

Present situation of PF| in Japan

dustrialincuvat>r  Redevabpent %

Crypark T -

Fubisc houbing 2% Bwen &y Sducaionn & Lultural

ncility

Gowsramentolis, "
fab. 2

Poworplant 2%
Touthstacllity 2%
L Comples publie
Hatpitel 3% \ - Iotildy
© e . . .y
Rarbory 3%

FliHoRpINY 2% .

Cramatory 4% Compuliory

Remaintng heatuse +ducatlonal facitty
elley 5N 1

Waste processing Soclal wa'tpra fasiiity
Parking 5 plant 75 P

Source FE| Amera 200", Iown P A33004000 ™
-~ Sao Facililes Consulams, pnc. 9
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A Critical Review of Current PFI Projects in Japan by Mr Akio Yamashita

HKIS 20th Annlversary Conterance 2004 May 26, 2004

Present situation of PFlin Japan

& Administrative Agency and Number of Projects

Administrative Agency peyen Types of Facilities

16 - Governmenl office, Residence lor Diel
 members / govemmen employees, elc.

Hos;nla! Prrmary schooluPart Aquanum'
Fittrating plant, Pudlic housing, Container

Central Gavernment

Local Government 110  terminal, Parking, Auditorium, Swimming
pool, and Wasle water reatment plany,
. - . et: . e
Special Public 23 Umversniy :Laboramry Ubrary ang
Corporation & Olhers Research Building), efc.
Total . 148

e e, T Saagr= Sbio Facilivas Consuiants. loc 10

HKIS 20th Annwversary Conference 2004 May 29, 2004

Present situation of PFl in Japan

@ Characteristics and Issues to be addressed

« Maijority are building projects such as educalional. social wellare
facilities.

» Advanced around Tokyo
» Majority of external and internal audits are limiled to accounting.

» Existing laws, regulalions and administralive systems are bariers
to promotion of PFI

- Constraint on eslablishment and operation of public faciliies

- Taxes on public facilities owned by private sectors

- System of subsidy from Government

- Chatacleristic of fiscal year budget

Sato Fasiliies Consdlants Inc 11

HKIS 201h Anniversary Conference 2004 May 29, 2004

View of each actor in PFl

@ Public Sectors

- Resutt of the questionnaire survey fo Jocal govemment [‘N-:? 121)
conducted by PFi promotion commitiee, The Cabine! offic

. | 321' u
| L X e g P I I T P T G O I 1 XY
518
I I 7 9 2040 £ 3 5 O 29 50 0 MO B
g‘; 32 163 n 0%
T R e L DL T L e
128

80% 100%

Size of deal.gmo\ern ment (population)

Sora $6 of I Prametian Cameribes, 1w Cottret Cflen Sato Faciilics Consullanls. Ing 12
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A Cnitical Review of Current PFI Projects fn Japan

by Mr Akio Yamashita

HKIS 20th Anniversary Confarence 2004 May 29, 2004

View of each actor in PFI

@ Public Sectors ~ Issues to adopt PFi

[E

oreIsS bt

2 a
Salo Facllities Consultants, Inc. 13

HKIS 20th Anniversary Confgrencs 2004 May 29, 2004

View of each actor in PFI '

@ Private Sectors — Facing Issues

o Forming a new business model

- Acquisition of competence for the task in the different
business arena to provide maintenance and operation
services in the life cycle of facilities

- Cross industrial callaboration

+ Changeover of the mindset
- Hard => Soft => Sofution

- Improvement of creativity and fiexibility, in additionto 2
cempetitive price and efficiency

- Acquisition of ability to aim directly for end-users’
satisfaction
Salo Fatillles Consulanis, Ine 14

HKIS 20th Anniversary Conference 2004 May 28, 2004

View of each actor in PF)

¢ Citizen and users
« No applause, no criticism
- PFlis still new, yet to become public

- Majority of current PFI projects are without
administrative services directly to citizen

- Obligated to be aware of usage of taxes and public
services provided

Salo Facililies Consultants, Inc. 15
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A Critical Rgview of Current PFI Projects in Japan by Mr Akio Yamashita

HKIS 20th Anniversary Confecance 2004 May 29, 2304

View of each actor in PFi

& Consultants

* Role and prospect

- Adviser for the process of PF| projact

- Thisd party to assess and evaluate propriety of a
project scheme, VFM and propesals

- Monlitor for management and aperation of projects

Sato Facilitins Consultants, Inc 18

Thank you

Sato Facilities Consultants, Inc.
URL: http:/fwww sfc-net.co.jp
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Public Private Partnerships in Canada: Successes, Opportunities and Challenges by Or. A. Scott Carson

Public Private Partnerships in Canada:

Successes, Opportunities and Challenges

Keynote Speaker : Dr A. Scott Carson
Director
The Canadian Council for Public-Private Partnerships
Dean
School of Business and Economics
Wilfrid Laurier University
Waterloo, Ontario, Canada
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Public Private Partnerships in Canada: Successes, Opportunities and Challenges

by ©r. A. Scott Carson

Public Private Partnerships in
Canada: Successes, Opportunities
and Challenges

Or. A, Scott Carson, Dean I ot
Scheal of Business & Economics X Y
Wilfrid Laurier University i
Waterloo, Ontario, Canada
and

Directar, Canadian Council for Public-Private
Partnerships

The Canadian Council for
Public-Private Partnerships

A national non-partisan, non-profit organization
founded on the belief that the capacity of
government to meet its current and future
infrastructure and service obligations can be
enhanced through public-private partnerships.

The Canadian Councll for
PublicPrivate Parnerhips

» - ')
- — -
1¢ Conseil Canadien dup
Sodétés Publiques Pavees

The objective of the Council is to foster
innovative forms of cooperation between the
public sector, at all levels of governrment, and
the private sector for the benefit of atl
Canadians by:

*Encouraging public-private partnerships

*Providing information on public-private partnerships
*Sponsoring conferences and seminars

«Stimulating public and private sector dialogue
*Educating the public

«Conducting research on key issues

The Canadlan tauncll for
PublicPrivate Partnerships

. - -
« a "
-, — —-—
Le Consell Canadien day
Sotlétd Publiuis Privées
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Public Private Partnerships in Canada: Successes, Opportunities and Challenges by ©r. A. Scott Carson

Public Private Partnership (P3)
in the Canadian Context

“A cooperative venture between the public and
private sectors, built on the expertise of each
pattner, that best meets clearly defined public
needs through the appropriate aliocation of
resources, risks and rewards.”

« Unlike U.S.A., "privatization” and “public-private
partnership” are not interchangeable

The Canadlen Councll for
Pubik-Frivite Partnarthipon

R Ll .
Le Cangqil Canadien dwp
Soxldtgc Pubdiques-Privias

P3s in Canada

» Separate levels of government doing projects
— Federat
— Provincial: 10 provinces, 3 termitories
— Regional/municipal

» Multipie procurement processes

» Three main political parties at federa!l and
provincial levels {plus 2 Quehec separatist
parties: one federal, other provincial}

~ Political parties of the same or similar name are not
connected at federal and provincial levels

LA 58‘327;1‘;55 & Econormics

Y

A

v /o
L [ Y

: Sl

. ovm P

\
£ - S N
2K
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Pubfic Private Partnerships in Canada: Successes, Opportunities and Challenges

by ©r. A. Scott Carson

Common Reasons for P3s in
Canada

1. Risk transfer/sharing

a) Allocation of risks fo the partner best able
to mitigate or manage them

b) Level of risk transfer is dependent upon
P3 structure

LAURIER &:e i
Business & Econamics

P3 Structures and Risk

Divestiture {privatization) of public assets: sale High Private
or long concession (50-99 years) Sactor

Risk Assumption
Concessions: long leases (20-30 yrs.} with

responsibility for maintenance and capital exp. Types of Risk
Deslgn
Deslgn, Finance, Build, Operate, Transfer: Construction
privale partner creates the project and evenlually Operation
transfers back to public partner Maintenance
Financing
Leases: private partner operates, maintains and Mam.::;nand/
manages facility. Collects revenues from end users Tachnology
Residual value

Cperation, Maintenance, Management

Contracts {OMM): Public sector owns facility.
Transfers operations to private partner Low Private Sector
Risk Assumption

Risk Transfer/Sharing
TYPICAL INIRASTRUCTURE PROFECT: CONCESSION
Public Private Private
Risk Category Sector | Constructor | Operator | Lander Qenar

Envirshivenisl X a L)
Reguhalory/Political X Q Q
(Pasl) Leteni Oefects X © 0 o o
Development X x
Dexign X [

Construcion X o

miryDamaps ° X X X
Usoge X ) x
Operation X o x
Mainlenanca X X
iNalon 0 x
mberest Rate ] x
Cumeacy [ X
Revenue o o X
Tarston X
Reskval Value ] x
Tachnological Obsoleseancs 0 X

X-PHncIpA RIGk Taker O - Secandary Risk Taker
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Public Private Partnerships in Canada: Successes, Opportunities and Challenges by ©r. A. Scott Carson

2. Economic Development

a) Collateral development/revitalization in
proximity to the P3 project

b) Growth of private sector expertise

¢} Encouraging growth of strategic private
sector industries

d} Encouragement of international
investment capital

[AUI{IE[Q E:L.;;?:":SS & Econamcs

3. Financial Benefits to Governments
a) Reduction of operating costs of the project
b) tncreasing municipal tax base

¢) Reducing/avoiding increases in
government debt

LAURIER &z
Business & Economics

4. Service Delivery Improvement
a) Process innovations
b) Profit driven efficiencies

¢) Acquiring expertise not available in the
public service

] ﬁ Sehoot of .
Business & Economics
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Public Private Partnerships in Canada: Successes, Opportunities and Chaflenges by Or. A. Scott Carson

The Canadian Experience with
P3s

» Privatizations: end of the P3 continuum
— Predominantly in the 1980s and 1990s

- Driven more by government deficit reduction
and balance sheet management than
ideology

+ Other forms of P3 needed for
infrastructure renewal in a public sector
capital constraint environment

L.ALJR]E.[{ Isi':;rlﬁgss & Economrcs.

Selected Historical Canadian
Divestiture Transactions
Sales Procseds
Company Seclor Year C$ -000 -

Fedaral

Nav Can Transportation 1996 1,500

Canadian Natonal Rait Transportation 1995 2,079

Suncor Oil & Gas 1992 259

Cameco tining 1991 B55

Petro-Canada Qil & Gas 1991 1,747

Air Canada Ttansportation 1988 474

de Havilland Manutacturing 1986 155

Provincial
_Highway 407 (Ontano) infrastructure 1999 3,107

Alberta Government Telecom 1390 1735

Telephone

Nova Scolia Pawer Power Generatian 1975 560

P
100 P3’s in Canada 1998-2001
Sector Fadaral | Provincial |} Municipal COlhor " of Projecis
Anports B Gl Havigation B 1 %
Edutaton 1 3 1 2 ™
Envitenmemial-Air Cuasty 1 2 w
Emamnmental-Wasle n T1%
Environmanial-wWaler 10 0%
He O ole 3 1 4%
rhumen Resaurcet 1 1 %
In3ormation Tachnoiogy 10 3 1 15%
uentory Management 1 i
JusticeiCorrecbony 1 T %
Lamd &Revilafizaon | 4 as
Porls & Sewways ' 1 1 3%
Propedy Mansgement k] 1 4%
Recreation _ B %
Research . 2 K R 1 3%
Tranmporaten L. 3 ] ) 9% _
Uslites 4 1 5%
Pertoniega of Projacts 7% 9% 55% 10% 100%
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Public Private Partnerships in Canada: Successes, Opportunities and Challenges

by Dr. A. Scott Carson

Canadian P3's in Process

Locaton | Sector Model
Aperia JusizeCainchone Dasign-Boid-Finence Opai ik
ARory Educaton DA HON-BUSI-FInanot-Cowriw
Aberta Tigriperiaoon Destgn Sudd Opevate & Maintenanca
Britiah Cotumbls 5 Tabe
Bridsh Colambls Heatxale Do sign-Bua-Flinance-Operation & Muiniensnce
Briush Cobambla Heatfcae De dgm-Butd- Flnenc e-Ops i atian & Mitinkiotrce
@ridah Cohrerols Educaton To bw dekciminad
Eriish Colurrbls Degon-Budd-Finsnca-Opai s
Biidsh Coumbn Trantpo tabon Caxign-Bulld-Ope alion & A snienance
Britah Cohmbla Teanapo labon DasighBuld Finance Opaiate
Bribah Conrtla Transpaviaion D¢ sign-Butd-Flaanca -Opar e
Brlush Cohirbia Tianapartadon Dé t4m-Buld: Flnente-Oper st
Briuah Cobmpla Envuanmen.w nee D sign-Budd: Finance-Operata
Onlane Hoaircaie 'Dedw-ﬂulu-Flnmu-(bﬂm
Ol ang Healtheaio De ggn-Buld-Finerce-Operate
“omino Tianiponeoon De dgm-Bulg: Financa-Operaton & Méasgarmon!

Challenges Facing P3s in
Canada

»  Public discomfort with private sector
delivery of public goods — especially
education and healthcare

» Confusion created by equating P3s with
“privatization”

« Private sector delivery versus private sector
infrastructure and public sector delivery

LAURIER &z
Business & Ecenomics

« Political opposition and party ideclogy

« Union concerns about wages and job
protection

+ Debate over lowest financing costs: public
versus private borrowing

» Canadian multilevel government structure
and the development of common best
practices

LAUREER &
Business & Economics
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Public Private Partnerships in Hong Kong by Mr Dantel Liew

Public Private Partnerships in Hong Kong

Mr Daniel Liew
Partner
Head of Energy and Major Projects
East Asia
Simmons & Simmons
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Public Private Partnerships in Hong Kong by Mr Danief Liew

Public Private
Partnerships
in Hong Keng

Hong Kong nstilule af Surveyors
Annual Conference

29 May 2004 Hong Kong

Dantet Liew
Partner
Head of Major Projecls

PPPs in Hong Kong

B PPPs are arrangemenls where the public and private sectors both
bring their complemenlary skills to a projecl, wilh varying levels of
involvement and responsibilily, for the purpose of praviding pubfic
services of projecls

PPPs in Hong Kong

B Main ¢haracteristics

— The government defines the quality and quantity of services, and the time
frame in which the services are 1o be delivered

The private sector is responsible far delivering the defined services while
the government is mainty invelved in regulation and procurement

A long tenm relationship is established, typically between 10 years ard 30
years, depending on the naiure of the facililies, assels or senvices 1o be
delivered

-~ Respoasibililies and risks are allocated 1o the parly most able ta manage
themn

The privale sector inances the project (wholly or in pan}and recoups Hs
investment from charges or payments made during the ble of the
Concession or contract
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Pubfic Privaté Partnerships in Hong Kong by Mr Daniel Liew

PPPs in Hong Kong

The private sectar is encouraged and use its innovation and flexibility to
detiver good quality and cost-effective services throughout the life of the
project

The diffgrent functions ¢f design, construclion. operalion and
mainianance are integrated

Benefits of PPP

m Value for money

@ Utilising private sector funding for public sector projects

® Harnessing privale sector innovation and experttise

& New investmenl opportunities for private sector

" Transler of risks

Government’s Fundamental Role in PPPs

® Set policy and define objeclives

0 Identify PPP opportunities

= Decide amongst competing pricrities for public resources

@ identify and propose the allocation of risks

@ Delermine and manage reward mechanisms

& |dentily its needs in terms of output specifications

¥ Ensure transparency and prbbity in the procurement process

HK]IS 204 Anniversary Conference 2004 — Pubfic Private Partnerships Page K3



Public Private Partnerships in Hong Kong

by MrDaniel Liew

Government’s Fundamental Role in PPPs

m Ensure valug for money is achieved

8 Ensure lhe achievement of standards for health, safety and
anvironment

@ Establish, monitor and enforce the levels of services
a Perform regulatory functions

® Safeguard the interests of customers and the general public

" Propose innovalive and cost effective options in delivering the
required services
with its expertise and experience

# Provide private funding

£ Provide initiatives to expand market and generate income

# Share lhe risks and provide effective risk management

& Bring commercial practices to enhance efficiency

Private Sector’'s Fundamental Role in PPPs

® Achieve lhe pre-determined levels of performance in service delivery

Types of PPPs

of these projects are toll-charging road, bridges and tunnels

private sectar investor involve a mix of public subsidy from the

prisons, government office accommodation and hospitals

r Financially free-standing projects where the services are provided for

the use of the public which pays the private partner direct. Examples

" Projects which provide services to the public, but the payments to the

government angd end-user charges imposed on users of the services,
Examples of such services are sport centres, where the consumer

pays a subsidised fee for the use or hire of facilities and equipment

1 Services provided direclly to the government sector which pays the
private for those services. Examples of this include the provision of

HKIS 204 Anntversary Conference 2004 — Public Private Partnerships
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Public Private Partnerships in Hong Kong

by Mr Daniel Liew

Process of Establishing a PPP in Hong Kong

Step 1 Mobifiaetion and Davalopmani of a Businass Cass

Step 2. Funding

|

Stap 3 : Canaufialion and Land Req

|

Step 4 Expiesson of Inleasl Exercise

Step 5 Policy and Financiel Appeovals

Sisp 8 : Pipcuremmnt and Selecbon

|

Slep 7 Serviko Cammencemenl

Siep 8 Payment end Conupcl Manpgernen]

Financial Issues

» Where does the government funding come from?

2 How will a PPP project be paid for?

® Would the government impose a “performance bond™ on the private

sector investor in the conlract?

& Would the government require addilional security?

R How can PPPs be more cost efieclive when privale sector borrowing
costs are higher?

8 Can private sector investar retain revenue recewved tram the public
using the facility/service? - Public Finance Ordinance (Cap 2}

® Refinancing gain clause?

Legal Issues in PPPs

€ Legal basis — the government has constitutional and comman law
powers to make commercial contracls, including PPP contracts

& Powers and duties of the government are subject to restrictions or
enhancements in legislations

B Delegation of power to the private sector

F1 No enabling legislation in Hong Kong {unlike the United Kingdom) —
the governmenl relies on constitutional power W0 contract with private
seclor

8 No standard form of PPP contracts in Hong Kong
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Legal issues in PPPs

u Preparing standard PPP contraci for the Hong Kong Governmant

Service requiremants
Maintenance

Performance monitoning

Price and payment mechanism

Temnination

Dispuie resolution

¥ Structure of the project company

® Tender process

Land Issues in PPPs

@ Trealment of land as an assel in a PPP project is dealt with on a
case-by-case basis

2 Depending on the length of tenure and nalure of (he service involved
in a PPP projec|, the disposal of land can be by way of licence, short
term tenancy (STT), long lease in the form of private treaty grant
{PTG) or an enabling ordinance

¥ Private sector investor can be granted ownership of land. bul ugon
expiry or early termination ol the PPP contract, the land will be
reverled to the government

& No sale, subletl or olher disposal of the land or reduction of its
economic value without the appraval of the government

Examples of PPP Projects in Hong Kong

@ There are not many examples of compieted PPP projects in Hong
Kong - major infrastructure facilities such as the cross-harbour and
other tunneis developed using the Build, Operate, Transfer approach

8 A considerable number cf projects in Hong Kong are at different
stages of development, or have had feasibility studies conducted

calenng services for Hospital Aulthonty

Route 3

West Kowloon cultural district

Sports and recreation facililies

Floating refuse collection
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Public Private Partnerships in Hong Kpng

by MrDaniel Liew

Examples of PPP Projects in Hong Kong

o Two pilot PPP projects by the Home Affairs Bureau

ice sports centre, tenpn bowling centre and town park in Tseung Kwan O

telsure and cullural centre in Kwun Tong

® Largest PPP project in Hong Kong to date - HK$24 billien
development plan for West Kowloon cullural district (40-heclare)

nataton af propesals published n Seplember 2003

inviting bids comprising technical, operalional, maintenance,
management and financing proposals — deadine 18 March 2004

facilities include the canopy, arts and cullural venues, wih three 1healees

n a single building and museumns. ratal and enteriaininent putlets, offices,
hotels, residentiat units, government facililies, aulomated people mover,
piers and assccialed infrasiuciure

PPP Experience Sharing

u Exiensive PPP project experience across a broad range of industry

seclors

€ Exlensive PPP project experience woridwide

® Multidisciplinary teams of lawyers needed for PPP projects

8 One of the top 5 law firms in the UK for PFI/PPP

7 The Lawyer Awards - Projects/PFl Team of the Year 2003

PPP Experience Sharing

First PPP waste to energy project in Pudeng, Shanghai, China

= Various Ministry of Defence PPP projects, United Kingdom

a

Advising the Greek Governmeni on the construction of six motorways
for 2004 Olympics and a tram system in Athens

£

Channe! Tunnel High Speed Rail Link, Uniled Kingdom and France

= First lRalian education PPP - a scheof in Bondeno

7 Urban redevelopment of city centres in [{aly and the Netherlands
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PPP Experience Sharing

o Healthcare PPP In Scandici, italy

8 South Tees General Haspital, United Kingdom

e “Project Prime” office accommodation for Depariment of Soclal
Security, United Kingdom

@ First Shadow Toll Motorway in Porlugal

W First PPP road project (A59) in he Nelherlands

Public Private
Partnerships
in Hong Kong

Conlacts.

Danigl Liew
Parner
Head of Major Projects

Stmmons & Srmmons

35th Flgor. Cheung Kong Center

2 Queen's Road Central, Hong Keng

Tel. (852} 2563 8246  Fax. {852) 2810 5040
e-mail: daniel liew@simmons-simmons.com

Cue vo 12BEFS
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PPP Progress in the United States

Dr Richard Larew
Former Director
AACE International
Associate Professor Emeritus

Department of Civil and Environmental Engineering and Geodetic
Science

The Ohio State University
USA
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by Or Richard Larew

PPP Progress in the United States

Richard E. Larew, Ph.D., P.E., L.S,, C.C.E

Conference on Public Private Partnerships (PPP)
Hong Kong Instltute of Surveyors

J.W. Marrlott Hotel
Hong Kong
29 May 2004.

KIS PPP 2004 f Latew 1

Greetings from the United States

it is my pleasure to express to you and other
members of the Hong Kong Institute of

Surveyors the best wishes of three
organizations headquartered in the United

States:
» AACEI www.aacei.org
+ NCPPP www.ncppp.org
* PMICCS WWW.PMIC0S.0rg

HKIS PPP 2004 ¢ Larew 2

AACE International

= Association for the Advancement of Cost
Engineering International

+ Founded in 1956
» 5500 Members in 78 Countries

» Has interfaced with the Hong Kong
community over a period of many years
especially through the work of the

International Cost Engineering Council of
which AACEL! is the largest single member.

HKIS PPP 2004 ! Larew 3
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PRP Progress in the United States by Or Richard Larew

AACE International (cont'd)

+ “We welcome the HKISPPP initiative and
would welcome your attendance at our
Annual Meetings.

+ “We will be signing a memorandum of
understanding with the Royal Institute of
Chartered Surveyors at our Annual
Meeting next Month in Washingten, DC.

« "We are well aware of the quantity
surveying profession worldwide.

MKIS PPP 2004 f Larew 4

AACE International (cont'd)

+ “We wish you continued success and
invite you to see the kinds of work AACE
is doing which in many cases is very
similar to your interests.”

Barry McMillan
Executive Director
AACE International

HKIS PPP 2004 ) Larew 5

NCPPP

» National Council for Public-Private
Partnerships

* Founded in 1985

A non-profit organization representing both
the public and private sectors.

» Promotes the use of public-private
partnerships for improved delivery of
public services and infrastructure.

HKIS PPP 2004 f Laraw &
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NCPPP (cont'd)

« Major spokes-persons for the concept of
Public-Private Partnerships in the United
States.

+ Addresses issues related to the Office of
Management and Budget, Circular No, A-
76 (Revised), May 29, 2003.

Richard Norment
Executive Director
NCPPP

HKIS PPP 2004 / Lanew ?

PMI College of Scheduling

- Project Management Institute College of
Scheduling

» Founded in 2003
lts purpose is to promote better scheduling
of projects around the world.

There is an opportunity to provide
leadership concerning the scheduling of
PPP Projects.

HKIS PPP 2004 ¢ Latew 8

PMI College of Scheduling {cont'd)

“d like to invite anyone interested in promoting better
scheduling of projects around the woerld to join the
Project Management institule’s new Caollege of
Scheduling.

"We just finished our first International Conference in
Montreal in April with 230 attendees from around the
world. We currently have members from 45 countries.”

Stuart Ockman
President
PMI College of Scheduling

HKIS PPP 2004 / Ladew 9

HKIS 20 Anniversary Conference 2004 — Public Private Partnerships Page L4



PPP Progress in the United States by Or Rychard Larew

Interest in PPP in the U.S.

+ | often search the AACE! web site for articles by
cost managers, planners, cost engineers,
schedulers, estimators, value engineers, and
others. It is a site where one easily finds
information on topics of interest in the fields of
cost engineering and cost management.

- | searched all AACEI proceedings and Journal
articles for papers or articles on the topics of
“PPP” or "Public Private Partnerships”.

« Number found: None!

HKIS PPP 2004 ¢ Larew 1]

Interest in PPP in the U.S. (cont’d)

» None of the papers at the recent PMICOS
Montreal meeting addressed PPP issues.

» On the other hand, the current “IN THE
NEWS” section of the NCPPP web site
reports that, “... requests for NCPPP to
present the story of public-private
partnerships to ... other groups has
increased significantly....”

HKIS PPP 2004 ! Larew 1"

U.S. PPP Successes?

« At the Federal level there are reports of
successful applications of PPP from
agencies such as the Center for Disease
Control, and the U.S. Fish and Wildiife
Service.

» At he State and Local level there are
reports of successful applications of PPP
in school districts, Transportation
Departments, and Medical Care facilities.

HKIS PPP 2003 f Lavews 12
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by Or Richard Larew

U.S. PPP Successes? (cont'd)

* PPP is not generally accepted in the U.S.
» PPP advocates complain that it is difficult to

secure needed legislation while the Federal
Government is directing a very large portion of
its resources and leadership to:

— recovering from the attacks on the World
Trade Center and Pentagon;

- defending against other possible terrorist

attacks; and
- conducting the ongoing war in Irag.

HKIS PPP 2004 ! Laiew 0

Need for Better Models

Your institute has some outstanding materials, e.g.,
the section at: www.hkisppp.org/aboutpppm.htl

The figure showing the Shareholders, Special

Purpose Vehicle, and Public Sector Client is an
excellent graphic to accompany the list of action

items in the Project Initiation, Procurement,
Development, and Delivery Stages.

A similar figure is included in Principles of Project

Finance by E. R. Yescombe

HKIS PPP 2004 f Latew 14

From E. R. Yescombe, Principies of Project

Finance, Academic Press, 2002

HKIS PPP 2004 / Lavew 15
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PPP Progress in the United States

&y ©r Rjchard Larew

The Teaching of New Approaches

» In the United States we have no means for
assuring that present or future
professionals will be taught new
approaches as depicted in your materials
and in the Yescombe text.

» | assume that it is also true that you can
not assure assuring the teaching of such
materials in your country.

HKIS PPP 2004 ! Lavew 1]

The Teaching of New Approaches (cont'd)

- We can, however, offer to assist faculty
members who wish to begin to offer
courses that will teach these new
approaches, i.e.,

— Public Private Partnerships; and
— Project Finance.

+ Thank you for the opportunity to be with
you during this exciting conference

HKIS PPF 2004 ! Larew "
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Standardisation for PFI Contract by Mr Rupert Sydenfiam

[ntroduction

It is a complaint frequently made that bidding for and negotiating PF| projects in
the UK takes too long and costs too much. It is undoubtedly true that early deals
suffered from these drawbacks. Factors contributing to the high bid costs and
long tender periods were:

(a)  the inherent complexity of the contractual arrangements;

(b) lack of familiarity of the parties involved (both public and private sector} in
implementing deals in this way;

(c)  non-standard documentation with unrealistic risk allocation.

The need to promote a common understanding of the main risks encountered in
a standard PFI project and to reduce bidding costs was acknowledged very early
on in the history of PFI. Standardisation of contractual terms and conditions was
seen as a way of addressing these issues. |n practice, the steps taken towards
standardisation in the UK have proven a significant help in the implementation of
PFI projects.  This paper summarises those steps and the impact
standardisation has had on the UK PFl market, with reference to the three
versions of the "Standardisation of PFI Contracts" guidance document ("SoPC")
published in the UK'.

Relevance to Hong Kong

Looking at standardisation in the UK is a useful exercise for other jurisdictions
considering implementing PFI deals, such as Hong Kong, because more PFI
type deals have in fact been done in the UK than elsewhere. Standardisation in
the UK is helpful in Hong Kong because:

(a) the route followed in the UK to achieving greater degrees of
standardisation in PFI contracts provides some useful lessons;

' |t should be noted that SoPC sets out the foliowing assumptions as applying to the guidance:

. the party contracting with the public sector is a special purpose vehicle with
sub-contractors providing actual performance on its behalf

. the project involves some development or a construction phase, followed by an
operational phase during which the full service is provided

. the project is wholly or partly financed by limited recourse debt.

The guidance is therefore aimed at PFI projects rather than public private partnership ("PPP")
projects in any wider sense.

HEKIS 204 Anniversary Conference 2004 — Public Private Partnerships Page M 2



Standardisation for PFI Contract by Mr Rupert Sydenfam

(b) many of the results of the standardisation process may be directly
applicable in Hong Kong and provide a ready source of learning and
understanding.

Of course, it will not necessarily be possible to import standardisation from the
UK directly into other jurisdictions, for example Hong Kong, without modification.
Inevitably there will be local factors affecting the suitability of the standards.
The factors may arise from different local legal conditions (for example, the
manner in which land is held in Hong Kong or the different regulatory
arrangements in relevant industry sectors) but may also arise simply from the
local market conditions, including for example the relative willingness of the
public and private sector to enter into deals structured along the lines of a PFI
project.

Similarly, it is perhaps premature to be talking of standardisation in Hong Kong
before any true PF1 type deal has been implemented®. Just as was the case the
case in the UK, in early PFl type deals in Hong Kong, both the public and the
private sector will inevitably be feeling their way to some extent to find a mutually
acceptable approach. It may be a while before we can really talk of
standardisation of PF| type contracts in Hong Kong.

Nevertheless, there is no doubt that the learning generated in the UK about PFi
and particularly the results of the UK's progress towards standardisation will be
hugely beneficial for the implementation of projects along PFI lines in Hong Kong
(indeed the Hong Kong Government Efficiency Unit's guide "Serving the
Community by using the Private Sector, an introductory guide to Public Private
Partnerships” published in August 2003 no doubt draws significantly on the UK
experience).

Lessons from Standardisation in the UK

There are a number of important lessons that have been learned during the
development of standardisation in the UK.

Hong Kong is no stranger to PPP in the wider sense, and the cross harbour tunnel BOT

projects are frequently cited as examples of private sector involvement in public infrastructure;

arguably these projects differ from a typical PF| project in that the revenue stream over the

%perational phase derives purely from the end user {the vehicle drivers) rather than the
overnment.
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One lesson is the necessity, if PFI projects are to be implemented efficiently and
effectively over a wide range of industry sectors, for a central body to guide the
public sector in the process. The central body serves as a source of knowledge
for the various branches of the public sector and is available to help negotiate
difficult points, both internally within the public sector and externally, in the public
sector's dealings with the private sector. In Hong Kong, we are fortunate in
having such a central body already in place, which currently takes the form of the
Government Efficiency Unit. The Government Efficiency Unit has been active in
promoting the benefits of PFI to government departments and has demonstrated
excellent understanding of PFI principles.  Significantly through the efforts of the
Government Efficiency Unit, understanding appears to be spreading through
other parts of Government.

A second lesson is that for such a body to be truly effective in driving
standardisation, it must be closely aligned with the body having power over
money. In the UK, before this point was appreciated, the unit hovered around
{as we shall see later}, but now sits with the UK Treasury. This is effective
because if government departments do not follow the guidelines that have been
established in the UK, they will not receive government funds for their projects.
A contrasting example is provided by the emerging market in Germany. There
the equivalent of the Efficiency Unit sits in the Ministry of Public Works, and it is
proving harder to ensure that the various public authorities follow the guidelines
established by the unit (in Germany the difficulty of ensuring compliance is
compounded due to there being state level governments as well as a central
government).

A third important point militating in favour of a central body responsible for
standardisation is that responsibility for progressing towards standardisation and
"ownership” of the process is then clearly allocated. In this way progress
towards standardisation is far more likely to occur than if individual departments
are left to pursue their own plans without direction or control. That is not to say
that specific steps should not be taken in individual sectors in parallel with
general standardisation. This is a point we shall come back to later.

Development of Standardisation in the UK

In the UK, the original unit responsible for developing standardisation was called
the Private Finance Panel. This body, which was a quasi-government body,
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comprised representatives of the private and public sector. Subsequently a
new body was established called the Treasury Taskforce. This body was a
government body, but included seconded lawyers and business people as well
as civil servants. The composition of both these bodies reflected an
understanding of the importance of obtaining private sector involvement in the
development of standardisation to ensure that the positions reached would be
acceptable in the market. As a firm, we seconded a number of lawyers to the
Treasury Taskforce who were involved in producing the early guidance on
standardisation.

The first version of the guidance on standardisation produced by the Treasury
Taskforce consisted of discussions of a number of the key issues arising in PFI
projects and some model clauses. The guidance was not a standard form. As
a result, in practice the guidance left much room for debate in the application of
the principles set out in it. Although, as mentioned, there was private sector
involvement in the Treasury Taskforce, this early version of the guidance
included to a significant extent the Treasury's views as to the appropriate
allocation of risk in PFl project. The trouble was that at this time the principles,
both of risk allocation in PFI projects and of the application of the guidance, were
not fully bedded down. In practice, when negotiating projects, people would
have regard to the guidance but would often still argue points covered by the
guidance. Nevertheless, the guidance was a big leap forward in simplifying
negotiations.

In April 2000, the Office of Government Commerce ("OGC") assumed
responsibility for the guidance from the Treasury Taskforce, as part of the OGC's
remit for central government PFI policy. At around that time, the Treasury
Taskforce's projects arm transferred to Partnerships UK .plc, a joint venture
between the public and the private sectors. The OGC produced version 2 of the
guidance, with assistance from Partnerships UK plc.

Iin preparing the second version of the guidance, which was published in July
2002, the OGC took the sensible approach of issuing a draft for consultation. In
fact, they then undertook a process of negotiating the guidance with the private
sector. This was difficult to do out of the context of a project, and a
representative sample of the private sector was therefore required. Two major
groups were established, the first comprising a body of senior lenders (i.e. banks
providing debt for PFIl projects) and the second comprising a mixture of lenders
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and sponsors (i.e. persons providing equity for PFl projects). The second body
was {and is) known as the "PPP Forum”. In the development of version 2 of the
guidance, Lovells represented the PPP forum in negotiations with the OGC.

Due to this process of negotiation, version 2 of the guidance was a reasonably
well settled document and was generally well accepted in the market place. In
practice, our firm's experience on acting on projects was that people would look
at the guidance to see if they were complying with the guidance and would
generally only negotiate project specific areas and some of the more contentious
areas covered by the guidance. The publication of version 2 led to a much
greater level of standardisation in the implementation of PFI/PPP projects than
version 1.

On 1 April 2003, responsibility for PFI policy was transferred from the OGC back
into Treasury (where it remains), reflecting the point made earlier about the
desirability of associating policy with the government body providing finance.
Partnerships UK plc continues to assist the Treasury in the implementation of
SoPC.

In April of this year (2004), the Treasury issued version 3 of the guidance.
Unlike version 2, the third edition has not been the subject of formal advance
market consultation and negotiation (or at least to nowhere near the same extent
as version 2). This is probably a reflection of Treasury's view that changes have
been tested in the market on a reasonable sample of closed deals. Version 3 is
a development of version 2, rather than a radical departure, and introduces a
relatively small number of changes.
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implementation of SoPC

One of the main criticisms of the guidance is that it is not a standard form contract,
but merely provides guiding principles and some model clauses. [n practice,
this approach leaves significant "wriggle" room in negotiations. For example,
parties have been known rely on narrow interpretations of the guidance in
arguing that the guidance does not apply. An alternative strategy that some
branches of the public sector have adopted is to incorporate the model clauses
and the majority of the guidance principles, so arguing that their documents are
compliant with the guidance, but then to add extra clauses which are outside the
spirit of the guidance.

A key criticism is that there has been insufficient enforcement of the guidance on
the public side. Whilst there have been cases in which the public sector has
complained that the private sector participants in a project have attempted to
negotiate away from risks that they should properly bear, for their part the public
sector have in a number of cases failed to follow the principles in the guidance.
It is important to note that the guidance is intended as a compromise between
the public and the private sector. ltis not intended as a means of ensuring that
an unreasonable degree of risk is transferred to the private sector. For
standardisation to work, the Treasury considers it important that the public sector
should not be seeking to negotiate "better” positions in individual projects.

Potentially the most significant change with respect to the later versions of the
guidance is the greatly increased emphasis from the Treasury on its commitment
to enforcing a standardised approach by procuring public sector authorities. In
particular, the Treasury has stipulated in a letter dated 29 April 2004 in relation to
version 3 of the guidance that:

{a) the guidance must be followed for all projects that have not reached
commercial close by 14 May 2004. This is the case even for projects at a
very late stage in the process. Any exceptions require specific Treasury
approval,

(b}  compliance with the guidance, or specific approval of a derogation by
treasury, is expressly a condition of Final Business Case approval,

() public sector authorities may seek advice on derogations from the
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guidance but must fund the costs of doing so themselves, given the
assumption against derogations;

(d} from 14 May 2004, copies of all signed deals are to be provided to
Treasury, for further monitoring of compliance.

The Treasury has also promised that further detailed procedures for approvals
will follow.

Further Standardisation - Industry Standard Forms

Whilst the objectives of ensuring compliance with standardisation are good ones,
practically it is extremely difficult to ensure that contracts, which can run to 1,000
pages, are compliant. For compliance to be really effective, standard forms are
required. These make it easy to monitor whether or not there have been
significant changes from the guidance, because the changes from the standard
form can be easily identified.

To date, the probably the best developed form and only one to have been used
on a significant number of projects, is the NHS Executive’s standard form used in
hospital projects. Lovells prepared the first draft of this form for NHSE which
has been developed further in house by the NHSE drawing from further practicai
experience in implementing numerous projects. The standard form is available
on the internet and is currently being updated to comply with the recent SoPC.

The other sectors where standard forms have been developed are the roads and
prisons sector. However, there have been fewer completed projects in these
sectors. Some efforts have also been made to produce a first draft for the light
rail sector, but in that sector principles generally remain very unsettled.

In addition to producing the latest guidance, the Treasury is pushing industry
sectors to promote their own standard forms. There is no doubt that well
established specific industry standard forms should dramatically reduce bid
costs.

HKIS 20% Anmiversary Conference 2004 — Pubfic Private Partnerships Page M 8



Standardisation for PFI Contract by Mr Rupert Sydenfiam

Standardisation of Specifications

So far the guidance produced has focussed on the iegal terms and conditions of
the contract. There have been some proposais for standardisation of
specifications and design in limited areas, where people have feit, for example,
that the process might be accelerated if contractors were required to select from
a number of sample approved designs. However, many contractors consider
this an unsatisfactory approach because it removes scope for private sector
innovation and the private sector's ability to manage and balance whole life
costing.

Conclusion

Significant steps have been made towards standardisation in the UK. The
learning in the UK and the guidance on standardisation that has been produced
will greatly assist implementation of PFl projects in Hong Kong. However,
inevitably there will be aspects of standardisation in the UK which are not directly
transferable and where the Hong Kong market will have to feel its own way.

Hong Kong has the advantage of a central body, the Government Efficiency Unit,
committed to promoting PFI principles to government departments and providing
learning for the departments. If and when PFI projects are implemented in
Hong Kong in significant numbers, it may be appropriate to provide greater teeth
to the Efficiency Unit's guidelines, for example by linking compliance with
funding.
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Public Private Partnerships
HKIS 20t Anniversary
Conference 2004
“Land Issues in PPP Projects”
29" May 2004
By Mr. Yu Kam Hung

Public Private
Partnerships = P3

Presentation Overview

1. Land Acquisition in PPP Approach
compared with Traditional Approach

. Land Development Process in PPP
Approach compared with Traditional
Approach

nt.  Basic Characteristics of Public Partner

1iv.  The Future of the PPP Approach in Land
Development
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[. Land Acquisition in PPP Approach
compared with Traditional Approach

Land Acquisition

= Location

m Scale

m Land Value

m Clauses in the Lease
= Time Needed

Location

a Favourably located land can be utilized as
the public partner has the full knowledge of

the land available ‘@
e‘g' 1 . URA ProjGCt UIIIN‘::;N;I;\AEI! S A

AUTHARIIY

2. Integrated Arts, Cultural and
Entertainment District at West
Kowloon Reclamation Area
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Location {cont’d)

m Lands in remote locations or reclaimed land
can also be available ------- fully utilized all
the resources

e.g. I. Disneyland on Lantau Island
2. Cybermort in Pok Fu Lam
3. Pier Project in the Airport

)[E

CYBERPORT

Scale

a Usually involve larger scale of land
compared with private development
e.g. 1. Integrated Arts, Cultural and

Entertainment District at West
Kowloon Reclamation Area

2. Disneyland

CYBERFORT.

3. Cybermort EZ&@EE Eggg =

Scale (cont’d)

w Private partner with chance to get involved

e.g. 1. Developments of Leisure and
Cutltural Facihities in Kwun Tong
and Tseung Kwan O by Leisure

and Cultural Sérvices Department

2. Pier Project in the Airport &

HKIS 20% Anniversary Conference 2004 — Public Private Partnerships

Page N4



Land Issues in PP Projects by Mr Yu Kam Hung

Land Value

w [and premium assessment
m Reduced land premium or no premium is
needed for public projects.
meg 1. Disneyland
- Govemment provides the
land with land value about
$4 billion to the Project as

equity injection
Bt PR

Land Value (cont’d)

m Government reduces capital investment
(lower start-up fund)

m Private partner reduces financing cost and
enhance cash flows

Clauses in Lease

m By negotiation rather than solely
determined by Government

m More interaction ---- more favourable
clauses can be achieved

m Clauses fulfill the expectations of all parties
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Land Issues in BPP Profects by Mr Yu Kam Hung

Clauses in Lease (cont’d)

m Enhancing development flexibility

® Enhancing development parameters such as
development density, environmental
protection and users

Time Needed

m Approval process is accelerated

e.g. 1. URA section in Lands Department
is set up to deal with URA cases

m More efficient

II. Land Development Process in PPP
Approach compared with Traditional

Approach
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Land Issues in PP Projects by Mr Yu Kam Hung

Land Development Process

m Public partner takes up the responsibility for
land resources and land administration
procedure

m Private partner takes up the responsibility
for design, construction, financing and
operation

Land Development Process
(cont’d)
m Either partner involves in the process of
management and maintenance

m PPP Approach = utilize private resources to
provide public services/ infrastructure
developments

» However, sometimes difficult to assess
the development time due to political

problems g
e.g. 1.  URA Projects bl b
N TEERE
URBAN RENEWAL
AUTHORITY

1. Basic Characteristics of Public
Partner

FHEKIS 204 Anniversary Conference 2004 — Pubfic Private Partnerships Page N7



Land Issues tn PPP Projects by Mr Yu Kam Hung

Basic Characteristics of the
Public Partner

m With power to provide capital and rescurces
(For example: land)

m With statutory power (e.g. URA with Land
Resumption Ordinance}

& With good credit rating => jower financing

costs
Ia.....

URBAN RENEWAL
AUTHORITY

1V. The Future of the PPP Approach in
Land Development

Future of the PPP Approach

m Recently the Joint Development tender
submuission of the URA Johnston Road
Project in Wan Chai,

- 32 developers expressed their interest

- 14 tender offers have been received
among 28 qualified developers

‘%é TEERS

URBAN RENEWAL
AUTHODRITY
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Land Issues in BPP Projects by Mr Yu Kam Hung

Future of the PPP Approach
(cont’d)
m The future looks bright.

» Public partner has increasing confidence in
PPP approach in land development.

m Private Partner has shown their interest in
PPP Projects

Thank You
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Attracting Private Sector Capital to PPP in Hong Kong by Mr Jonathan Drew

Attracting Private Sector Capital to PPP
in Hong Kong

Mr Jonathan Drew
Head of Project and Export Finance
North Asia
HSBC
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Attracting Private Sector Capital to FPP in Hong Kong by Mr Jonathan Drew

Hong Kong Institute of Surveyoers
Conference on Public Private Partnerships

Attracting Private Sector Capital to PPP in Hong Kong

28 My 2004

Jonathen Draw ! van Woode
HSBE Corpormte, nvysrmrd Sanking ynd Ly ety

HSBC @

Contents

+ Tha PPP concept
= Hey issues far Government - the starting palnt

= Value creation In PPP

+ Craating a PPP Framework
- risk transfer objoctives

- busingss economics

- developing the right structurs
- caso0 studos

» Implemantation Procass

+ Ralsing Private Soclor Capital
+ Financial Markel trends

» Conclusions - Pitfalls and Critical Success Faclors

The PPP Concept

Partomance paman ¢ e ane g oo

B o
nl
e Opmration

BunRenom’
Uaimanarea Can

between gavarnmanl procuremont and privalisation
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Attracting Private Sector Capital to PPP in Hong Kong by Mr Jonathan Drew

Devaloping a PPP Framework - Kay issues for Government

v
e s periom o
=
T
£

or At [oa————
102w A i R © Fn oy <[ b e v gt |
THuo ek
—— e T
iy

Value Creation in PPP

T S
B

Enu&'\o»r T

oraiocron ]

sty ==

Key Elements in Private Sector Participation - Risk Transfer

Fartkipaion

D Dvwsign

Conatrction Canrtructien

Service proviamn Swrviee provivien

ARy o pervks Gualby of sepvicn

Yolum N

Forca majeurs Tores mapo

Qickicence

Rankdus! rihow Fuskual ke

Reguationpeler,

e sectas Fard Govwnmen
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Attracting Private Sector Capital to ®PP in Hong Kong

by Mr Jonathan Drew

Understanding the Project Economics

Building blocka
» Dolated feasibiity Mudy wilh privels peckor inpul
+ Cloar rovomue and cosl prof besad on and S

= Undoeslandmg of privela secitr raturn sequiresnenls

« Kently govemnment Budget consirainis and chechyes

« Kentficahon and wisclion ol apricpr ate fevet and form of pove inment ruppor|
= Copitad contioulon

Aveiabliity typo paymen!

Revenvo support

- Usage underaking

- Compoligve prolection

- Taxraliel

- Prichg suppect

- ODlscovnt on land cost

~ Pachaged doal {eg. with pioperly developmani)

Determining the Right Siructure

« Privatisallon with possible restdual g svpport

« Jolnt Ventura

+ Concesslon Contract

. Risk
= Split Ci ion 7 Hybrid
Split Concession / Hybrl transigr to
« Asset and Sarvice procurement conlract privale
saclor
Joinl Venture Type PPP
» Sinchee
+ Joinl commamont of the publc and privain 10¢krs thropghoul the promecr ks-
cycls.

Invesimen! paticipalion o the privals seedes Ihus kwer than 1DD%.

Privata Invasiors typlcaly tacaive & lighat propetion of the profils ! rele of
1efumm, theraby Iha gowamment afleciively cubsidios Ihe projaci cast

Pahiic and the prvets padies in the project share he razpansibilly, b righ and
Ihe finencing os tharahodders o & Joindly 541 Up publk antarprise

» Examples
= AzinWord Expo, MK Dispay
= Advenlages
- aligrenent of nlerests batwaen privals and pubkc seclor
- commercial rzk fransfer Io privete secior
= Drewtacks
— infenbia nsk akocalion
— maybe expansivs o fnance
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Attracting Private Sector Capitafm ERP in Hong Kong

by Mr Jonathan Drew

Case Study - Hong Kong Internalional Exhibition Centre

Fioject D hptl
i 2=l + Denign, buikd and 0paedle 4 new 100 900! eahibilion cants at Hony
Kong Mtemational Akpon over 3 25 yoor concession padod
TR el + M2l phose of §6,000m? 1o bo fokowed by an expansion 1a take If up %
100,000m7
+ Tarder lnvitations Frsued Yo £ short liatnd iders. aftsd inluat round of
260 partion.
Pt « Prgtoctinvolvas Iho lammation of o [/ botween pubAC a6d private
et wmahona Extotmion Conrm| seckes wih Governmenl conlnbuling HIKS2DN In equily and the 1and
Vo o Conemar | SEE
Loy [ costs of mpprox HK$4bn (HK$2 4 for Phasa 1 and

HK$1 Bbn for Phass 2)

HSBC Roke

= Advisor ko lhe sicceaatut bldding consarium ked by Dragegos 1
Travsus Publics MK Lid [Bouyquss|

Case Study - Hong Kang International Exhibition Centre

Contractu o Structure
rosneme am i iveseA ivemerf
AT ! ! ! !
HOLOMGS Ve
<> ~ ;i
—
I S
oot Emidovecs : oped
Repessanitalbs  w—pn m%?wm -—r ‘Pg":m:i"'?'
Suarstng Lesmorty Agoemeat Agreoment Conmany oo
Ap——————y_ e / I I ARarcy 3
St i prco
oGt srcgomert 8
Caverair- Ovign 5 Bu Cpwration
et Agraran

Case Study - Hong Kong International Exhibition Centre

Project
Weng Invrancrel
o Centr + JYCO Io be formed between with Govemment and Airpert Aulhority
|Crmpmgs o v Publcs. {Hotdings™ : 76.5%) and Qe privala con sarum ("JYF" < 12.5%)
T Y Ay benvembriani)

* Airport Suthodly conliibuted land degmed worth 10%, meaning effeciive
(-u,._,) {x; profel coal of HK§2.656n
== ~ Holdings sharehclding via erdinary shares and JVP via proforcnce
shares, allowing JVP pricrity sccass to deddands oeer Holdmgs:

v - WEO from OPCQ to minimise nsks to JVP shareholdsrs from
opwiational ond market risks
e o o vrraa| |+ Gavernmenl sought ta creats  suclura such thal i was in the iterests
ol the privat i b Miniinm s lion costs, but mso (o

ensurs an operajionally afliclant design to ensurs projec! value for money

* Finoncing tor Phasa 1 vin equily from Govemmanl (HK$2on) & private
<onsoroum (HK$0.4bn)
+ Phaza 2 expected lo be debt Inanzed with ho Govamingal coalribulian
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Attracting Private Sector Capital to BPP in Hong Kong

by Mr Jonathan Drew

it -ty

1V O Wk Ol Cab

Case Study - Disneyland Hong Kong

— Conmctow Suthute

Irearrmilarmi
[hama Purta L

<1 Qw24 Courery Gl

v

Aoded
Dimesiend Heap Kong

Lsrmrcting uchortry
Piarg Korg 5AK Goverman

n o] ot
< e T T
Wak Dhnay
Tomg Kore Miertionsl Company ‘
”"'_:‘W Iheme Parte LIO
Avmisbng dithoumy ‘ T
o Fong 3AA Gavarmman Bt b Royies
vt Owivew  Lodrww
l l L ]
H K
Drayiaes | | 22" e
Menagemant Ltd. ine
T
[
Case Study - Disneyland Hong Kong
Project DescrIption
« Tok Ine | ~d of Honp Konp Disne . facAies
inclpéing ong thamo pesy,. . etall shops, i venues § hatels,

os wall 8= lo provids work ing capilal 1 the barrowar

Sized in Order ko avoid eny ava-capacity | ssus whan il opens Furibver
wifl mokch demand. with Phosa 1 furl, and with e polanbal addition of Phese 2
Ta be bull an redatmed land ion was unde Ihe of Ihe HK
Govacnmant, snd wl provids capacity lor Phase 2 expansicn

+ Ewpecisd completan In 42005 or 102006

Size

-Projac) fingnang larm oan HK$2 Jbn

*Rovalving cradit HK$10bn

“Gutordinaled Govormmeni laan HK$6 1bn

“Equily |[HKSAR Governmant) HK$3 25bn

-Equity Wall Disney Ga) HK$2 a56n
HSBC Rale

+ Jaint Lusd Artengar In project inancing for The conslrucbon and developmen of the
Olsneyiand hamo pork In Panny's Bay, Lanisu

Horg Herg Irdwvaiormt
T Pt L1d

[ i, e, D G

Fropa
Doyt Hory ¥omg

Avwwrting Aueatry
Harg Karg 2AR Covermmant

Case Study - Disneyland Hong Kong

Projoct Stucture

* Liquidelad damsges gayadia by HK Gavernmant Lo Ihe Project Compeny for
complelon deleyt f defects

+ Proyeel Compamy hava sminalion cisuses iy case of prolongad delsy

* 20 yoar renawabis oplion 1 dsvolop Phose 2

~ 50 year (snd agteement, renewable lor SO years

Secutlty Shoclure

+ Pixuiny over lond end fixlurea

+ Asugnment of Kquxiated oamsgas A any tallars of credsl posied by conticiors
+ Apgsgnment of sl major proyec! contracts

+ Assipnment of sflrish Ingwvonce maintamed by Me basrower

~ Pronly avar 2l of Ihe borrower's hank sccounls srd coatonts hareel
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Attracting Private Sector Capital to PRP in F{ong Kong

by Mr Jonathan Drew

Concession Typs PPP

» Sructure
= Privele »ocior Ighes on & {100%) of e eneatment
- Rish aficcatad by contract
= Projecty mus! bo commaorcielly self susiainable
» Eaamphes
= UK CBFO
- HK Rosds, Koios, Philppines

I -
==
» Advonlogas o
- singla podnt of conlract end llabsily for pubke secto . E
- anss of pecowiameni [elatively)
- Bocked by BOMS Markat precedent /
- Uransparen and falatively simple siruciure —iny _.j.._.,‘.
» Dinwbochs [:E‘u".". 1 l ——— ] I premat
- Inflaxibls 0 9 3ngle concestion pariod
- pioject dsh from fundasn’ perspaclive, hance maxe
erponslve inenco
- Bim3 o1d P EpRGUeN of Invesiors may difer —a.g
long 1srm for ¢lvll contracions; shorter lerm for
oparators

Transport - Western Harbour Crossing

Project Description

+ Design. buld 2 oparate m duz thees Imie {winel crozsing inking Kewioon 16 Hongy
Kong Istand

Wakiem Hartour Tuval = 100% privals sockr finondng
Ceneaty Liread + Avlomatic kol adjuzlment frechenizm

- g procets

Shze
* HK$6.2bn {ef HKS7.50n)
HSBC Rols

= Advisor and Anaager © private sector consortium

Elanrsw i siger. Qe 1993

Lomn fence 12yneny

Loan pucieq 190 -.1%00p |
faverage 204
Siruciural moderale
Bach appeie >20 aher ayac-cenca

Case Study - Transport - Western Harbour Crossing

Cantractual Structure

Wiegem Hartgas Sunw
Compary L

[

. O Mcherta.
SNC swpl
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Attracting Private Sector Capital to PRP in Hong Kong

&y Mr Jonathan Drew

Case Study - Transport - Western Harbour Crossing

Profect Geuctur

- . wep 1o reduta Inlere st 1ale rigk bome by Ihe project
Wroemsamou Tuva compony
Carpury Lt « Osvriop ofw now toil bacad on the
RHT Chew lmcharts cashiiows avaliabiz to the projoct compeny which schlevad & fow indbal (ofl and

QN el

sinady Incraasas Dweraalter such that tha projoci compony wes Insulated to o prest
oulon kom vahume rik.

* The mechansm was Incydid in the Ordnance and wvoided the nead lor
Govaenmen! sppravais. This sfiowad I a akgniBzantly long dobl lenor of 15 yoore.
compalita pricng ond sal Ihe slandmd for IUtre SOR roed & mmcings In Hong Kong

+ Inveater huy an ogreed rote ol 1etym.

|t cashfiow is 2bove cotn cop. tan exira cashflow I3 chennelled Into &
"l sloblliny fng™
«If cashfiow If below refuin floge. Inve s hay the night lo
~draw lrom Lhe tlab¥lity tund
~ad|ust ha [oll lavad
+ Gomrnmant goat Aat lake Lraffic volunss ek

Hybrid - Split Concession Type PPP

« Sluchure
- Project 3pif Into saveral companents with sopaiale
Goniracts
- Separate for separale
¢ Expmiplay

- London Underground, Manila LRT3
- UK Prrsons. Headlthcare
» Advenlages
- llocales nsk end ncentve to inte paries

- allows shored opereing concessions witheut
disturbing Infasinuctury cances sion - Quod far
benchmaiking and expaasion

- dloxer conlacticontral behwaan public body and

operations.
« flexbility — pubke tactor may rolam Infraco o Opea omum—eze
cha = precacenly for both
« Drawbacks

- publc sector 1a1aing inlerface sash
- mere complex 10 procuie wd mmplamen|

Key Process & Implementalion issues

« Projoct farmulation based on feas|blilly sludles including Input from private sector

. blish of ling legisativo and regul yi 3

« Expresslon of Interast and pro qualification process

« Secure broad stakeholdar support and il for the projact

» Detailad and well ifiod bid includi

+ Clear bldding rulas and evaluation crilosia

D of standardiscd ian ta sti matkat Interest

KIS 20 Anniversary Conference 2004 — Public Private Partnerships
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Attracting Private Sector Capital to PPP in Hong Kong by Mr Jonathan Orew

Attracting Private Sector Capital

+ Claar and of policy and tr prog lo

Invaslar Inforsst

» Appropriale allacation of risks 2nd adoquale rewards provided to privalo sector

+ Rlsks cloarly defined and alk d by 1 rh
. I % by approprale antties
« Projact tal. debl g and oplimisa ovarall cost ol capilal

Ad 1y

. B In respacl ol complamentary and polenlially

compoting dovolopments

. epainst ch In the ¥inp project

Asian Financial Markets - General Trends

+ 1997198 Aalan crison

= Cessation or fallure of pro-crlsis Inf dovel [ancapt A )
= Reslr g of Asian
- ULty and Infresiructurs sectors
- Bankingfinancial sectors
— Publig sector?
= In some greater Ic stability, Ion of growth and Javel {

of local capltal markels

= In pther inving pollllcat §

Project Finance Trends — levefs of activity

» project financings in Asla Paciflc 199798 versus 2002-03

bame Loramescn
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Attracting Privase Sector Capital to PPP in Hong Kong

by Mr Jonathan Drew

Regional Developments

« Long tarm Inlarest rates have been st hisloric laws

« Many Aslan marheta have sig Haquldity - dop

|landing opportunities

= Dgmand for more |iquld bond Investments has grastly Incraased - Astan banks mp:

In this now market

« Devolopmont of local boand and lean of graal sig to Ing of future

Invostment

= Each reglona| markol naw hax a disttnct sel of characleristics - the previous Aslan cross

barder spproach 1o projoct finencinga is largaly historyt

Project Finance Trends - cumrency of financing

» 1997.58  2002-03

e T W

Project Finance Trends — local bond markets

» Grawth in domestic currancy capital markets {exc Japan}

1997-98 2024903

WAt Lo OB
D TaNlota evmty avas B Tual bravgn - kel mp. e

PR —,
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Attracting Private Sector Capi'ta(to PPP in FHong Kong

by Mr Jonathan Orew

Hong Kong Market - key developmants

« Far lawer banhs op p locally are king to book project ansets
« Bul tha lecal Hang Kong and PRC banks ramaln very kean - subjact to relationships

anad policy

Tha fecal HK$ capital markats have boen groatly developed - Including the retail
Investor hase - monolines wllling to wrap - howevar, the loan market will offer long
maturitias In HKS

+ Hong Konhp a¢onomic and curency lssuas ramaln in landars and investors focus

Sevatal Gevammant iniliatives to tes! tha local and intamallonal appalite far Haag

Kong praject risk posl 1997

MK sponsors remain strong anough lo invast In Hang Kang, but ars growth

opportunitias botler olsowhero?

Conclusicns - Major pitfalls in PPP development

«+ Lack of sufficlenlly resoluta polilical backing te implament the transaction

« Selection of wrang projacts - e.g. too small, not commerclally viable, wronp form of
subsidy - 0.g. proparty rights as form of subgldy nseds very careful consideration

= Unroalistlc 333095ment of capltal cosl ancior profact ravenues at faasibility stage
Ieading te inadequale budgaet for public sactor grant

= Inappropriate appartionment of risk bgtween publlic sactor concoding authority and
tha private saclar cancasslonaire

+ Government obligor not sutficiently robust

« Lack of project definifion resuits In prohlbltivaly bigh costs to the private soctor of the
cempatition / tendaring process

+ Palicy y and p lack of di broad private
sactor participatlon

Conclusions - Critical Success Factors for PPP

baty

» The kay to a succassful deal is the partnership
the supplier - right balance of responsibilitiss betwean the parties (o bulld a solld.
leng- lerm relatlonship of mutual banefil

« Sharing of views of all {al stakehalders in Iho P of tho leg and
rogulatory envircament is essantlal

» PPP is not a panacea - a bad project remains a badrro ct with or whhout
PPP/Concess|on - projact feasibllity and sultabllity for PPP should ba carafully
examined by Government in all cases

+» Public saclor i ths right # fal f: rk to fdentify and incentlvize value
creation through PPP

» Support tar robusi i ivering effi y In capital p
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Attracting Private Sector Capital to PPP in Hong Kong &y Mr Jonathan Drew

Thank You
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Funders Due Diligence Process: the Roles of Surveyors in ®PP Projects by Mr Paul Norris

Funders Due Diligence Process:

the Roles of Surveyors in PPP Projects

Mr Paul Norris
Public Private Finance Group
Bank of Ireland
UK

HKIS 20 Anniversary Conference 2004 — Public Private Partnerships Page P1



Funders Due Difigence Process: the Roles of Surveyors in PPP Projects by Mr Paul Norris

Bankof rcland ¢&2)

Funder's Due Diligence Process:
The Roles of Surveyors in PPP
Projects

Paul Norris

Global Project Finance
Group

Bank of Ireland

Bankoffreland ¢

Topics

™ PPP/PFI

- features, volumes, types, comparison,
funding structures, value for money,
trends, effect on construction industry &

risk transfer

m Role of the surveyor

- general rales, the Technical Advisor,
timing, advice, reporting, issues &
attributes

Banl’;‘dr!reland o

PPP: Main features

® key mantras: “risk transfer” and “vajue for

money”
B Government buying services not just assets

- pays for usage

- starts paying only when asset complete
& Private sector funds the project - capitat

spend is not on Government balance sheet
m payment deductions for under-performance

u demand risk in certain sectors e.g. toll roads

FHKIS 204 Annsversary Conference 2004 — Public Private Partnerships Page P2



Funders Due Difigence Process: the Roles of Surveyors in PPP Projects by Mr Paul Norris

Bank of reland G2

UK PFI : Volumes

H over 300 projects since PFI began in

1992 that are > US$25 million

8 combined capital value > US$70

billion, have been signhed

& 10% - 15% of Government capex
per annum

PPP Forum database March 2004

Bank ofreland &)

UK PFI : Types of Project

To July 2003:

«34 Hospitals, 119 pther health schemes
«239 new and refurbished schoots
«23 new transport projects

«34 new fire and police stations

»13 new prisons and secure training centres

»12 waste and water projects

81% of public bodies involved in PF1 projects believe
they are achieving satisfactory or better value for

money.

Bankof ireland (2

Delivery - PFI vs. Traditional

Traditional PF1
Projects o -
over budget 73% 20%
Projects late 70% 24%

PPP Forumn database March 2004

HKIS 201 Anniversary Conference 2004 — Public Private Partnershiips Page P3



Funders Due Difigence Process: the Rples of Surveyors in PPP Projects by Mr @aul Norris

Bankoflreland ()

Why have they been able to
deliver on time?

® since payments do not commence
until the asset
- has been built

- the consortium is delivering the
required service

8 the payment mechanism incentivises
the consortium to complete the
construction as soon as possible.

Bank oFlreland )

PPP project funding structures
(e.g. Hospital, Schools)

¥ around 90:10 debt:equity ratio
B equity earns 12%-15%
B 25 year debt
- debt service cover ratio ¢. 1.2x
- margins and fees ¢, 1% for prime
SPONSOrs
- strong monitoring covenants
- main security is step-in rights to contracts
— Security over SPV income stream

- Direct Agreements with Public Sector and
Sub Contractors

o interest rate swap

. eankoflreland &

Better value for money?

2 u the Government can berrow more
cheaply than the private sector!

® however, it's not simply about
comparing interest rates

m offset by the private sector taking on
the risk of

- construction cost,

- time overruns and
- project performance;

& using their ability to innovate
m tighter Project / Cost Management
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Funders Due Difigence Process: the Roles of Surveyors in KPP Projects by Mr Paul Norris

Bankoflrcland ()

PPP Market Trends

# standardisation of terms

2 consolidation of bidders within sectors
85 m barriers to entry:

~ bid costs and experience
- financial strength

® NHS LIFT / Best Value (local
government)

g ® Building Schools for the Future (BSF)

. BankoFkeland &)

Construction Industry

m big effect - PPP has reshaped the

construction industry

® forced contractors to focus on their
core skilts

® construction or service company
m go for either

- Investment e.g. Laing/Equion

- Contract e.g. Laing O'Rourkes

Bank oFlreland &2

o Risks Transferred to Private

Sector

m construction quality

® construction cost
® construction programme
= cost of services

® quality of services
& cost to maintain the building

m (volume or usage risk)
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Funders Due Difigence Process: the Roles of Surveyors in PP Projects by Mr Paul Norris

Bank of freland ()

Risks Retained by the Public
Sector

B demand risk - is the facility needed?
how many people need it?

u residual value risk - at the end of the
project the property is given back to

the Public Sector
& scoping of the project

B Government change in laws

Bank oflreland

In summary - Reasons for
Government to do PPP?

® Off Balance Sheet finance
® spread cost over project term

| access Private sector innovation,
efficiency and expertise

u transfer key project risks to private
sector

m Value for Money (VFM)
W outscurce non core activities

Bankoflreland (D

Role of the Surveyor

m Disciplines of surveyors used in
PPPs:

- property/land valuatien and planning
- project costs and management

- building materials and construction
- contract - commercial
| Other roles

- Independent Certifier
- Employer's Agent
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Funders Due Diligence Process: the Roles of Surveyors in BPP Projects by Mr ®aul Nomis

Bkl relant G

The Technical Advisor (TA)

® Funder's Due Dlligence process

m UK - Quantity Surveylng practlces
are dominant e.g. C&B, Cyrll Sweett,
EC Harrls, Gleeds, T&T and DLE

& they are experlenced In PPP {from
canception)

o understand the commerciat Issues
o right time right place
= network wet!

Bonkof roland

At what stages?

# {Invitation To Negotiate)
B {Best And Flnal Offer)

u Preferred 8idder

= censtruction menitoring
B operational monitoring

u if Project does not go ahead?

- LeRer of Indemnity from Sponsar ta
cover TA casts

Bankoflreland

Information to Assess

Finarclal model -
Appraved
Co

Planning Consents.

w Traffic boa Budget
agceements » Drawlings -

-« 9 Plans/
agreements - type of B Canstruction
use programme

® Geo-technlcal Aeports & Thea Conttactor! Track

w Asbesios Surveys Record .

" erporers " St
Requirements ® Conguitant

& Contractar’s Proposals Appointments/

# Cost Plans/Ternders Wartanties/ £.1.

w Prrigrmance mgime m Sudget Summary
]

Appralsat
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Funders (Due Diligence Process; the Roles of Surveyors in BRP Projects by Mr ®aul Nomis

Bank of lreland ()

Pre-contract Reporting

1 Is the project deliverable and
viable?

- planning risk
- total project costs
¥is - cantingency allowances
construction programme
- Is contract completion date achievable?
- contract and conditions - step in
+ Payment mechanism
contractor/professional team
appointments
- fees, warranties, scope of service

Bank of lretand &)

Post-Contract Reporting

® monitoring mode
B site visit
- usually once per month {can be more

or less frequent depending on draw
profile)

1 we need to know the TA's viewpoint

® early warnings of problems are
essential

Bankoflreland 2

Post Contract - Monitoring

‘ﬁ! m valuation of works completed
g ® assessment of progress
® quality issues
| evaluation of costs to complete
u any other relevant matters
® drawdown approval
® drawdown report to Bank

No Certificate = No Money
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Funders Due Difigence Process: the Roles of Surveyors in BPP Projects

by Mr Paul Norris

Bank of reland ()

Interaction Points

® “Eyes & Ears” for Funder

® after site meetings report back
quickly by telephone on findings if
there are concerns

m advisor "rated” on frequency and
quality of contact

Bank ofIreland ()

520 What should TA give Funder in Project

Updates?

& Assessment of project to date in

o] -

terms of:

costs to date
costs to complete

variations / increases in cost {added
Value?)

programme

performance of contractor & team
other issues affecting cost & delivery

“ ® Highlight potential risks - High, Medium
and Low

Bankoflreiand (&)

What TA generally does should not
cover

m valuation of the site

m valuation of the completed
development
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Funders Due Difigence Process: the Roles of Surveyors tn PPP Projects by Mr Paul Nomss

sanlcof relano &)

Common Issues for a TA

m Jack of information at the initial

e report phase
R B unwillingness of the Developer to
g share information
% ® no formal meetings with Contractor

post contract
& generally not in post contract
information flow

14 ®m Project Web Portal - good thing if
you can get on it

Bank oflretland )

Attributes - Personal/Corporate

m service-orientated

m experienced & professional

m efficient

® multidiscipline construction &
management consultancy
— not just surveyors

m individually well qualified e.g. BSc +

(LLB, MBA)
W be prepared to network and
% entertain - relationship business

BaniofTreland &)

Thank You

Paul Norris

Giohal Project Finance Group
Bank of Irefand
East Cheap Court
11 Philpot Lane
Londan EC3M 88BA, UK
+44 (0)20 7626 8466
paul.norris@boiwk.com
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PPP and Strategic Outsourcing in Facifity Management by Or Chan Man Wai

PPP and Strategic Outsourcing

in Facility Management

Dr Chan Man Wai
Director of Estates
The Hong Kong Institute of Education
Founding President
the Hong Kong Institute of Facility Management
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@PP and Strategic Outsourcing in Facility Management by Or Chan Man Wai

PPP and Strategic
Outsourcing in FM

M.W. Chan PhD FHKIS

[ntroduction

FM

Key Elements of FM
Strategic Qutsourcing
PPP / PFI

Project Funding
Systems Approach
PPP under FM
Conclusions

Facility Management

Facility Management (FM) as a discipline
ot a profession started in the US as early
as the 60’s and in the UK in the 8§0’s
while in Hong Kong probably in the 90’s
and having its own institute by the turn of
the century.
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PRP and Strategic Qutsourcing in Tacifity Management by ©r Chan Man Wai

“Facility Management is the process by which an
organization integrates its people, work process and
physical assets to serve ils strategic obfectives. As a

discipline. facility management is the science and arts of
managing this infegrative process from operational to
strategic levels for promoting the competitiveness of

organizations.

The HKIFM hence recognises Facility Management as
both a process and a discipline. It also affirms the
integrative approach adopied in Facility Management
world-wide and promotes the synergy of cffective people

and building/ asset management that can enhance a
corporation's competitiveness. "
(HKIFM)

"The practice of co-ordinating the physical
workplace with the people and work of an
organisaiton: (it) integrates the principles of
business administration, architecture, and the
behavioral and engineering sciences."

As defined by the US Library of Congress and
often quoted by the International Facility
Management Association (IFMA)

Main Elements of FM

PEQPLE (Individual and teams)
PROCESS (Working of organization
- PLACE (Physical assct)

Integration, intcraction of the three; tools and™
techniques to achieve management objectives of an
organization!
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PRP and Strategic Outsourcing in Faorlity Management by ©r Chan Man Wai

Key FM issues

Strategic Cutsourcing
Strategic Facility Planning (SFP)

Benchmarking
VFM and Customer Service
Public Accountability

Finance

Operation and maintenance
Corporate Real Estates {(CRE}

Strategic Outsourcing

Qutsourcing {o achieve better return on
investment and accelerated growth.
Strategic outsourcing 1s approached as a
redirection of the organization's resources
toward its highest value creating
activities — its core competencies.

Firmbuilder.com

Tactical Outsourcing

Outsourcing to achieve operational
efficiencies. Tactical outsourcing is
approached as a competition between
existing internal operations and outside
service providers.

Firmbuilder.com

FHKIS 201 Annrversary Conference 2004 ~ Pubfic Private Partnerships Page Q4



BPP and Strategic Outsourcing in Tacifity Management

by Dr Chan Man Wai

Economics of Outsourcing

Boundary of the firm (Coase 1937)

Vertical integration or disintegration
(outsourcing)

Qutsourcing vs. wreversible investment

competitive input market to soften
competition in the final market. (Buehler S
& Hancap J 2003)

QOutsourcing of input good to an imperfectly

Private Public
Partnership

PPP is a UK Government policy to involve the
private and public sectors in government
initiatives in generic terms. Its purpose is to
negotiate deals that are good for both sides.

PPP hence includes privatization, improving
regulation of utilities, making Government more
business like (like postal service) and the PF1.

and joint venlures.

De Lemos (2003)

PPP and PFI fundamental difference is that PPP is
a generic public-private partnership, while PFI is a

sub-sector of PPP, with the specific purpose to
deliver a service of publicly managed assets using
private capital. The predominant model for a PFI

is the DBFO, followed by freestanding projects
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PPP and Strategic Outsourcing in Tacility Management by ©Or Chan Man Wai

Political Perspective

British Conservative Privatizalion {see universal
lesting}

Labour continuation (Bates review 1997, 1998)

Intermationally e.g. Finfund - shortage of financial
resources “forced 1o look outside conventional
budget financing ... public projecls”™ Wessman
(2002)

PPP or its hybrid not new (o Hong Kong ¢.g. Cross-
Harbour Tunnel

Project Funding/ Project
Finance

Re-course and Non-recourse funding
Project Finance vs. Corporatc Finance
Financial Engineering

SPV

Off-balance sheet

VFM/ Interest Cost

Risk premium for funding PPP/PF]

Systems concept as applied to
PPP, FM and Funding

PPP an input/ output system when ultimate
“transfer” is considered

FM as a continuous process and open system

Funding as a closed system when considering
projcct finance and payback

Construction project as another system with start
and finish time with specific budget and quality
requirements

Blurring of system boundaries
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PPP and Strategic Outsourcing in Factlity Management by Dr Chan Man Wai

Systems Approach to
Construction Projects

From a “systems” perspective, the “input” to the
construction system is the injection of resources
including funding, design expertisc, matcrial and
labour into the construction process while the

“output” is the finished product which meet the
required project objectives.

Sec Mohieldin's madel (1989)

Mobhieldin’s Model {1989)

WL
CONSTRUCTION Physical Procduct

. b B, N
/ PROCESS

Resaurres

INPUT DESCRIPTIVE MODEL OUTPUT

An input-gutput model of the process of providing a project
(Watker 1996)

Leniroramental Foroes To Encimnment

Qlient {8 Process T
START

INPLT
Lmieonawmal Fosess

HNISH

> TRANSFORMATION OLTeLT

- Construction Process

To B aomien
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PPP and Strategic Qutsourcing in Facility Management

by Dr Chan Man Wai

The Inter-relationshlp of project, construction and funding syslems

Py Syateen
Pregret Fundtyg nyviom
Symem
L \
ZonmTcTion Ntem

Cnasiruction Nystent

4han (1998)

The PPP/PFI Systems

INPUT
Funding

Consuuciion

Covemment

FM The PPP/ PFI
Design Transformation

System

OUTPUT

Services
Premises Iacibilies
by-produci ar
10018}

Public

Accounuability

| Exirinsic Fatiors

Political
Fzonomic
Sacial
Envitonneniab

PPP systems under FM

Frojen Symem

Sanwe dymem

[ Capet Tvoms Rndig Symeses

.

Reamad Fidag Syuas

FMapon

™ TLoT 1313

HKIS 20 Anniversary Conference 2004 — Public Private Partnerships

Page Q8



PP and Strategic Outsourcing tn Facifity Management

by Dr Chan Man War

Paradigm shift and
systems rethink

Service Provision vs. Construction
Funding vs. Cost (Criticality of Funding System)
FM vs PM

Performance Based vs Specifications

Ends vs Means

Importance of FM as a comprehensive approach
Value for Money (VFM) Risk/ Funding

“Two importance issucs cmerged from the
introduction of PF1: the change in organizational
culture brought about by a move into the services
sector, coupled with the necd io deal with long-
term issues, followed by the financing
structure ... the balancing of debt and equity and
the hypothesis of considering bond issues to
finance senior debt.”

De Lemos (2003)

FM in PPP Context

FM a continuous process

FM vs. Pjt M systems

Terms and Transfer

Government/ Public Accountability

Private Sector rights

Striking the balance

The safety valves and instruments for control:
- Benchmarking Marking

- SLA

- PSC
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PPRP and Strategic Qutsourcing in Facifity Management

by Dr Chan Man Wai

Key FM features important
for PPP/ PFl success

Concentrate on Services {Contractors nol necessary the
best to lead PPP/PF1)

importance of Praject funding

Life cycle maintenance

Sirategic facility planning SFP

Benchmarking (Sec Public Sector Comparator)

FM syslems oy
Business Conlinuily g
-~

PPP as Strategic FM
Outsourcing

What to outsource

- Non-core?

What not to outsourced

- Core competencics”?

What PPP can and cannot do
- Synergy

- Public goods and adaptability to changing
public needs

Funding in PPP/FM context

Project or Corporate Finance or both

Recurrent financing in FM vs. Capital
Expenditure in Pjt M

Risk Premium in funding of private sector
(see Hong Kong’s PSPS)

The VFM paradox in PPP (Merna T &
Njiru C. 2002)

- Life Cycie Costing (LCC)
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PPP and Strategic Outsourcing in Facifity Management by Or Chan Man Wai

PPP under Strategic Facility
Planning (SFP)

Impact of the environment
Change as the norm

PPP as a long-term business commitment
Capability to make strategic FM adjustment

Public goods vs. commercial interest

Importance of FM
Benchmarking

FM Benchmarking - constraints
Public vs. private sector benchmarks
Differences in funding mode

Public Sector Comparator

PPP or strategic outsourcing

VFM and Customer
Satisfaction

What VFM?

Continuous improvement
SLA

Customer feedback

Approval rating
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PRP and Strategic Outsourcing in Facifity Management by ©r Chan Man Wi

Operation and Maintenance

CMMS CAFM CIFM
OH&S
LCC

Renovation and renewal allowance in long
term PPP ?

Legislative changes

Business Continuity and
Crisis Management

Business Continuity or Service Continuity

Crnisis Management within PPP or
Govermnmment

Contingency Planning
Risk assessment — Public or Private

Insurance

Corporate Real Estates

Real Asset or Service's Income Stream
PPP as REITS?

Portfolio Management

Asset convertibility

Asset/ PPP as collateral
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®PP and Strategic Qutsourcing in Tacifity Management by Or Chan Man Wai

Conclusion

PPP as FM Strategic Qutsourcing
Considcrable opportunities in PPP

FM and Pjt Funding expertise

Rethinking corec competencies

Repositioning of the team
Performance and service based approach

Embrace change and face up to challenge to
exclusivity

Thank You!
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Speakers’ Profile

Speakers’ Profile

Sir Gordon Ying-Sheung Wu

Mr. Steve Barclay
Mr Arthur Mcinnis
Mr Steven Page
Mr Igor Rukuts
Mr Akio Yamashita
Dr A. Scott Carson
Mr Daniel Liew
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Mr Rupert Sydenham
Mr Yu Kam Hung
Mr. Jonathan Drew
Mr Paul Norris

Dr. Chan Man Wai
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Speakers’ Profile

Sir Gordon Ying-Sheung Wu KCMG FICE

Sir Gordon Ying Sheung Wu KCMG FICE, is the Chairman of the board of Hopewell
Holdings Limited and Hopewell Highway Infrastructure Limited. He graduated from
Princeton University with a Bachelor of Science degree in Engineering in 1958. He is
the founder of Hopewell, which was listed on the Stock Exchange in 1972, and holds
directorships in principal subsidiaries of Hopewell and the Company. In addition to
being the chief executive officer, as a civil engineer by profession, he has led the design
and construction of the numerous property development projects of Hopewell in Hong
Kong since the early 1970°s and the hotels, power plant and road infrastructure
projects of Hopewell in the PRC and overseas since the early 1980’s, including the
Shajiao B power plant which received the British Construction Industry Award and
setting a world record of completion within 22 months.

Civl & Community Service

CPPCC Overseas Chinese Affairs Committee

United Nations Association of China

international Finance Corporation of the World Bank

Business Advisory Council

City University of Hong Kong Council
Hong Kong Logistics Development Council, HKSAR

Urban Renewal Authority, HKSAR

Great Pearl River Deita Business Council

Honorary Degrees

Hong Kong Polytechnic University
University of Strathclyde, UK
University of Edinburgh,UK

Awards

Chevalier De L'Ordre De La Corona
Business Man of the Year

Asia Corporate Leader
Among "the Best Entrepreneurs”
Man of the Year

Industry All-Star
International CEO of the Year

Knight Commander of the Order of
St. Michael and St. George

Deputy Director
Director
Member

Chairman
Member
Member
Member

Doctor of Engineering
Doctor of Business Administration
Doctorem honoris causa

King of Belgium

South China Morning Post and
DHL

Asia Finance Magazine

Business Week

International Road Federation,
USA

Independent Energy, USA
George Washington University,
USA

Queen of England

2003-
2002
1992-

2004-
2001-
2002-
2004

1994
1994
1996

1985
1991

1991
1994
1994

1996
1996

1997
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Speakers’ Profile

Honorary Consul of the Consulate of the 2002
Republic of Croatia, Hong Kong SAR,

PRC

Personality of the Year 2003 2003
The Asian Freight & Supply Chain

Awards

Leader of the Year 2003 (Business / Sing Tao Group 2004
Finance)

Born in December 1935, Sir Gordon is a third generation Hong Konger. He is married
to vy Kwok (#5$B55%E). They have 2 daughters & 2 sons.
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Speakers’ Profile

Mr. Steve Barclay

Nationality : British
Married with 2 children
Graduated Birmingham University 1978 (BA Hons)

Employment Record

1979 Royal Hong Kong Police Force — Inspector of Police
1982 Joined Hong Kong Civil Service as an Administrative Officer
1982 Economic Services Branch,

Assistant Secretary (Gas Safety Policy)
Assistant District Officer/North District - Handling rural and New Town
development

1984 Finance Branch, Assistant Secretary
1986 Trade and Industry Branch
Assistant Secretary — Consumer Protection and inteliectual Property
policy
1990 Housing Department - Senicr Administrative Office (Housing policy)
1990 District Officer (Eastern)
1993 Hong Kong Economic and Trade Office, Brussels

Deputy Representative - Trade and Economic Affairs

1996 Planning, Environment and Lands Branch
Principal Assistant Secretary
-  Solid Waste Management policy

- Energy Efficiency
2000 Central Policy Unit - Coordinator, Chief Executive’s Policy Address
2001 Central Policy Unit — Coordinator, Chief Executive’s Policy Address
2001 Efficiency Unit — Assistant Director responsible for promoting private

sector involvement in delivery of government services eg outsourcing
and public private partnerships (PPPs)
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Speakgrs’ @rofife

Mr Arthur Mclnnis

Arthur is Counsel to the firm of Clifford Chance and a
member of the firm's International Construction Practice
Group. \

Arthur holds Diplomas in both Civil Law and Comparative
Law from Sherbrooke and Dathousie Universities
respectively, a BA in Economics and Political Science
(Regina), an LLB (Sask}, BCL and LLM degrees (McGill}
as well as a PhD in law from Queen Mary and Westfield
College at the University of London.

Arthur was admitted fo practice as a Barrister and
Solicitor in Saskatchewan in 1981 and British Columbia in
1985 and as a Solicitor in Hong Kong in 1990. He
became a Fellow of the Chartered Institute of Arbitrators in 1994.

Arthur has a strong reputation which is tied to some 50 or so publications in the
construction field including The Butterworths’ Hong Kong Building Law Handbook, 2™
Edition, 2002; The New Engineering Contract: A Legal Commentary, 2001; and Hong
Kong Construction Law 3 vols looseleaf, current. For the past six years Arthur has been
a Chairman of the Appeal Tribunal (Buildings) in Hong Kong and for the past four years
served as the Honorary Legal Advisor to the Joint Contracts Committee preparing the
new Private Standard Form of Building Contract in Hong Kong. Previously he has
served as a Consultant to the Arbitration Law Study Group (Chusai Kenkyukai) that
prepared Japan’s Arbitration Law.

Arthur's practical experience is diverse pertaining to a wide range of both contentious
and non-contentious project matters.

Clifford Chance is one of the world's largest law firms providing a comprehensive range
of integrated legal services to the public and private sectors through its 3700 legal
advisers.
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Speakers’ Profile

Mr Steven Paqge

Steven is the foundation Director of the Projects Analysis Branch in the South
Australian Treasury, which was initially established as the Public Private Partnerships
Unit in May 2001. The Branch reports jointly to the Treasurer and the Minister for
Infrastructure on the financing of major infrastructure projects in South Australia,
covering the main portfolios of Justice, Human Services, Education, Transport,
Government Enterprises and regional infrastructure.  The Branch is directly
responsible for the development of PPP policy in South Australia and the delivery of
designated PPP projects.

Steven has over 20 years experience in finance in the public and private sectors. Prior
to joining Treasury in 1997, Steven was employed as a Portfolio Manager with Westpac
Investment Management, one of the leading fund managers in Australia, where he
managed around AUD3 billion in wholesale and retail investment funds.

Prior to joining Westpac, Steven was employed as the Corporate Treasurer of the
Tasmanian Public Finance Corporation, responsible for the financing of State
Government enterprises and management of the State’s debt portfolic. He was also
responsible for developing structured financing solutions for the State’s capital
investment program, which included the financing of the Bass Strait ferry Spirit of
Tasmania and the Hobart Police Headquarters.

Steven holds bachelor’s degrees in Arts and Law from the University of Stellenbosch,
Cape Town and a Master of Business Administration from the University of New
England, New South Wales.
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Speakers' Profile

Mr Igor Rukuts BA BSc FRICS

Managing Director

Northcroft International Operations

Director Northcroft Hong Kong Ltd

Director Northcroft Lim Consultants Pte. Ltd,
Singapore

Director Northcroft Australia Ltd

Igor, aged 52, was trained as a building economist,
and has worked for Northcroft as a cost consultant
and project manager since 1978 in the UK and in
Hong Kong, where he worked on the Hong Kong
and Shanghai Bank HQ. He has advised on a variety of construction projects in many
sectors in Europe, Middle East and in Asia

His particular expertise is in developing non-traditional procurement strategies, value
management, risk management, due diligence services and project technical
monitoring.

He has lectured in UK, Japan and Hong Kong on PFI/PPP procurement.

Igor has personal experience of PFl/ PPP/ DBFO projects as Managing Director of
Northcroft UK Operations, between 1989 and 2000, overseeing various Northcroft PFI/
PPP projects.

tgor’s recent projects have included risk management services on the Beijing 2008
Olympics and the first PPP housing project in Romania.

Northeroft, founded in 1840, are International Construction Consultants, specialising in
providing Cost Management and Project Management and Construction Consuitancy
services on a wide range of UK and international projects, including those procured
through PFI/PPP, or BOT contract arrangements.

Northcroft have had numerous commissions as technical consultants on PFI/PPP
projects in the infrastructure, healthcare, prison, education, housing and public
buildings sectors in the UK and are currently advisors on FFl hospital projects in
Portugal.
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Speakers’ Profile

Mr Akio Yamashita

Professional Qualifications:

Bachelor of Science, Nagoya Institute of Technology
First-class Architectural Engineer, Ministry of Construction, Japan
Project Management Professional, Project Management Institute, USA

Business:
Consultant, Sato Facilities Consultants, Inc.
Professional Experiences:

Akio Yamashita has worked in construction industry since 1983, in contracting and as a
consultant in Malaysia and Japan. His major field is Project and Cost management. In
recent years, he is working on Specifications for Performance and its evaluation
method in PFI and other projects,
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Speakers’ Profile

Dr A. Scott Carson, PhD

Dr. A. Scott Carson is Dean of the School of Business and Economics, and Professor of
Business Policy at Wilfrid Laurier University, Waterloco, Ontario. Previously, he was
Dean of the Frank H. Sobey Faculty of Commerce, and Professor of Management at
Saint Mary’s University, Halifax, Nova Scotia. As well, he is a past Chair of the
Canadian Federation of Business School Deans. Dr. Carson is a graduate of Mount
Allison and Dalhousie Universities, and received his PhD from the University of London
in 1980. He has many research publications and is a frequent speaker at academic
and professional conferences in the areas of public policy, strategic management,
management education, corporate governance and business ethics.

Dr. Carson’s career has combined business and government service with academe.
While on leave from Wilfrid Laurier, he was Chief Executive Officer of the Ontario
Government’s Privatization Secretariat. Reporting to the Minister for Privatization, his
group was responsible for the sale of the Hwy 407 toll road. This was the largest
privatization in Canadian history.

In business, Carson was Vice-President and Head of Corporate Finance for CIBC in
Toronto, responsible for project and structured finance and financial advisory. Prior to
this, he was an executive at Chemical Bank of Canada (now J.P. Morgan Chase}, an
Account Manager with the Mercantite Bank (acquired by National Bank) and a staff
accountant with the auditing firm of Clarkson, Gordon (now Ernst & Young).

Dr. Carson is on the board of directors of The Economical Insurance Group, Comerica
Bank - Canada and Waterloo North Hydro Inc. He is a past Vice-Chairman of the
Halifax International Airport Authority and a former board member of both the Canadian
Bond Rating Service (CBRS) and Mitra Imaging Inc. Carson is a Director of the
Canadian Council for Public-Private Partnerhips, and Chair of the Board of Directors of
The Greater Kitchener Waterloo Chamber of Commerce. Previcusly, he was a
Director of the Metropolitan Halifax Chamber of Commerce.

In addition, Carson has been a member of committees and advisory panels with the
Business Review Advisory Panel for the Minister for Privatization (Government of
Ontario), Canada’s Technology Triangle Economic Development Task Force, Canadian
Securities Institute, Investor Learning Centre, Halifax G7 Summit Executive Committee,
and the World Trade Centre Institute (Halifax). In the community, Dr. Carson is
involved with The Kitchener and Watertoo Community Foundation and Junior
Achievement. He was previously a member of the Campaign Cabinet of the United
Way of Kitchener-Waterloo and Area.
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Speakgrs' Profile

Mr Daniel Liew

Daniel Liew is a partner of Simmons & Simmons. He heads our
energy and major projects practice in East Asia. Mr. Liew has
experience in advising project sponsors and financiers on the
structuring, development, financing and documenting of power, oil
and gas, infrastructure, telecommunications and other major
projects in China and the Asia Pacific region.

Mr. Liew represents multinational and Asian corporate clients in
mergers and acquisitions, strategic alliance, joint ventures and
initial public offerings in China and the Asia Pacific region. In
addition, he advises on project finance, banking and debt capital market transactions.

Mr. Liew recently advised Impregilo International Infrastructures on successfully
acquiring the equity interest in and the right to operate a waste-to-energy power project
in China after a competitive bidding process. This PPP oriented project involves the
revision and negotiation of all offtake and operating agreements for the power project.
He is currently advising this major European infrastructure company on three power
projects in China. He advised China Resources Power on the competitive bidding and
successful acquisition of the Shajiao C power project, the largest foreign invested
power project in Guangdong, China with 1,980MW, at a consideration of US$300
million.

Mr. Liew led the Simmons & Simmons team advising Mitsubishi Corporation and
PETRONAS on the US$900 million LNG terminal and pipeline project in China.

Mr. Liew is admitted to practice law in England and Wales, Hong Kong and Australia.
He speaks English, Mandarin, Cantonese and Malay fluently and reads and writes
English, Chinese and Malay.

Mr. Liew is named a leading project finance lawyer by Asia Law & Practice. He is also
named in the Asia Pacific Legal 500 for infrastructure and project finance and
recommended for advising on major energy and other projects. Mr. Liew is named in
the IFLR 1000 Guide to the World’s Leading Project Finance Lawyers. He chairs the
China committee of the Independent Power Producers Forum. Mr. Liew is a regular
speaker at energy and major project conferences in the Asia Pacific region.
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Speakers’ Profife

Dr. Richard E. Larew, PE, CCE

Certified Cost Engineer

Editor, Skills & Knowledge of Cost Engineering, 4th Ed., 1999, AACEI

Licensed Professional Engineer (Architectural Engineering, Civil Engineering, and
Mechanical Engineering), and Land Surveyor.

Senior Advisor, Treasure Bay Oriental Development, Shanghai.

Associate Professor Emeritus, Construction Engineering and Management,
Department of Civil and Environmental Engineering and Remote Sensing, Ohio State
University.

Member, Engineering Development Council, College of Engineering, University of
lowa.

Member, AACEI, ABA, ASCE, IIE, NSPE, PMI, PMICOS.

Background Information

1974-1995: Associate Professor, Construction Engineering and Management
Program, Department of Civil and Environmental Engineering and
Geodetic Science, the Ohio State University.

1971-1975. MS and PhD, Industrial & Management Engineering, University of lowa.

1955-1971;. Founding Partner and COQ, Red Ball Engineering and Development, Inc.

1953-1955; Unit Commander, U.S. Army Corps of Engineers, United States, Korea,
and Japan.

1948-1953: BS, Mechanical Engineering, University of lowa.

1942-1953: Apprentice, Journeyman, and Master Plumber.
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Speakers’ Profile

Mr Rupert Sydenham

Rupert is a partner in the Projects (Engineering and Construction) Group of Lovells
based in the Hong Kong office.  He has advised on legal issues relating to a wide
range of infrastructure projects, including drafting project documentation, advising on
risk management issues during the course of projects and representing clients in formal
and informal dispute proceedings (including litigation, arbitration and mediation). He
has advised upon, negotiated and drafted project documentation (including EPC and
BOT contracts) in many different industry sectors {including roads, rail, airports, health,
accommodation, power and waste) and many jurisdictions (including Hong Kong,
Mainland China, Taiwan, Singapore and the Philippines). Before coming to Hong
Kong in 1998, Rupert worked in Lovells' London office, where he was involved in PFi
projects.
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Speakers’ Profife

Mr Yu Kam Hung

Professional Experience

Kam-hung is a chartered general practice surveyor with over 23
years’ property experience in Hong Kong, specialising in
valuation, investment and development site sales and property
development,

Prior to joining CB Richard Ellis, Kam-hung was the National
Director in Valuation Advisory Services Department of Jones
Lang LaSalle with responsibilities on Asia Pacific Valuation
matters. Kam-hung has a wide breath of experience in
valuation and sales market. The types of properties sold by him included, inter alias,
whole block offices and residential buildings, shopping centres, projects under
construction, development sites and agricultural land. His main experience include
land advisory services, portfolio and securitisation valuations, rent review negotiation,
flitigation, government lease modification application, premium negotiation, site
valuations, development site sales, investment sales and property development.

Significant assignments
Major assignments, which Kam-hung has been responsible for, include the following:

Major prior assignments Clients

Alternative and best use analysis and valuation for  Various Listed Companies
various public listed companies

Feasibility Consultancy for a Syndicate 16 Japanese Finance Institutions
Litigation & Dispute Related Consuitancy Various Clients
Non-performing Loan Portfolio Consultancy GE Capital, Lone Star, Merrill

Lynch & Morgan Stanley

Rent Review and Litigation Various Clients
Securitisation Consultancy Societe Generale
Valuation consultancy for various large scale Various Clients
investment/development properties in PRC and Hong

Kong

HKIS 205 Anniversary Conference 2004 — @ubfic Private Partnerships Page RI3



Speakers’ Profile

Professional Affiliations

- Chairman for General Practice Division of the Hong Kong Institute of Surveyors
(HKIS)

- Fellow of the Hong Kong Institute of Surveyors (FHKIS)

- Fellow of the Royal Institution of Chartered Surveyors (FRICS)

- Fellow of the Hong Kong Institute of Real Estate Administration

- Licensed Estate Agent in Hong Kong (E-045288)

- Registered Professional Surveyors (General Practice Division)

- Member for the General Council of the Hong Kong Institute of Real Estate
Administration

Education

Kam-hung holds a Master of Science Degree of e-Commerce from the Hong Kong
Polytechnic University and a Bachelor of Science Degree (Honours) in Esfate
Management from the University of Reading, U.K.
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Speakers' Profile

Mr. Jonathan Drew

Jonathan is responsible for HSBC’s project & export finance business in the North Asia
region and has been based in Hong Kong since 1997. Jonathan has extensive
experience advising and arranging finance for clients across a wide range of sectors
including Oil and Gas, Petrochemicals, Power and Transportation.

Recently Jonathan has led teams developing concession, BOT and PPP type
infrastructure projects in Hong Kong and China and successfully delivering innovative
financing solutions from the financial markets.

Prior to his move to Hong Kong, Jonathan spent three years in HSBC’s London project
finance feam active on assignments in the Middle East and South Asia. Before that he
transacted significant structured finance and capital markets business for HSBC in
Argentina. He holds an MA in Economics from Cambridge University and qualified as
a Chartered Accountant.

HKIS 20 Annsversary Conference 2004 — Public Private Partnerships Page R15



Speakers’ Profile

Mr Paul Norris

Paul Norris joined the Structured Finance department of the Bank of Ireland in 2003 as
a Manager with his prime focus being on arranging Public Private Finance deals in the
UK, primarily within the UK’s Private Finance Initiative scheme. His recent
transactions to be closed include Salisbury Hospital PFI, Lochgilphead Health Centre
PFl, and Darlington Schools PFIl.  Previously, Paul has worked as a consultant for the
management consultancy arm of Currie & Brown in the UK, where he was head of their
Risk and Decision Modelling department in the City of London. Here Paul helped
businesses model their financial and non-financial operations in mostly project finance
type deals in such sectors as infrastructure, mining, oil & gas, telecomms, education
and healthcare. Paul is a graduate of both Royal Holloway University of London and
imperial College of Science, Technology and Medicine.
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Speakers’ Profife

Dr. Chan Man Wai

Dr. Chan Man Wai is currently the Director of Estates of The Hong Kong [nstitute of
Education. He is a qualified Building Surveyor (FRICS/ FHKIS), a Professional
Quantity Surveyor (PQS of Canada) as well as a Professional Facility Manager (F.PFM).
He is also an Authorized Person under the Building Authority of Hong Kong.

Dr. Chan has many years of experience in construction project management as well as
in facility management both in Hong Kong and overseas. He has spent some years in
the academia as an Associate Professor in Surveying and Facility Management. He is
also the Founding President of the Hong Kong Institute of Facility Management
(HKIFM). Dr. Chan holds a B.Sc. in Building Surveying, M.Sc, in Construction Project
Management, MIPA in International and Public Affairs and a PhD in Project Funding.
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Guests and Delegates

Guests and Delegates
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Guests and Delegates

PROF BALDWIN

Ir Dr CHAN

PROF CHAU

CHONG

KWAN

KWONG

HON LAU

LEE

LINTERN-SMITH

MAK

MOUNTAIN

SATO

SO

TAM

TSO

WONG

wuU

ANDREW

SIU KUN

KW

MICHAEL

PL, JP

ANNA

PC

FOOK PUI BILLY

MICHAEL

EUNICE

TERRY

TAKAYOSHI

FRANKIE

KING LEUNG

THOMAS, JP

ANISSA, JP

MARCO, JP

ORGANIZATION

FACULTY OF CONSTRUCTION
AND LAND USE, HONG KONG
POLYTECHNIC UNIVERSITY

HONG KONG INSTITUTION OF
ENGINEERS

FACULTY OF ARCHITECTURE,
THE UNIVERSITY OF HONG
KONG

ARCHITECTURAL SERVICES
DEPARTMENT

TERRITORY DEVELOPMENT
DEPARTMENT

HONG KONG INSTITUTE OF
ARCHITECTS

LEGISLATIVE COUNCIL

THE CHARTERED INSTITUTE OF
BUILDING (HONG KONG)

THE LAW SOCIETY OF HONG
KONG

HONG KONG INSTITUTE OF
PLANNERS

TERRITORY DEVELOPMENT
DEPARTMENT

BUILDING SURVEYORS
INSTITUTE OF JAPAN

HONG KONG INSTITUTE OF
FACILITY MANAGEMENT

HONG KONG INSTITUTE OF
CONSTRUCTION MANAGERS

HOUSING, PLANNING AND
LANDS BUREAU

LEISURE AND CULTURAL
SERVICES DEPARTMENT

BUILDINGS DEPARTMENT

TTLE

ASSOCIATE DEAN

PRESIDENT

DEAN

CHIEF PROJECT
MANAGER

PROJECT MANAGER /
KOWLOON
HON SECRETARY

LEGISLATIVE
COUNCILOR
VICE-PRESIDENT

PRESIDENT

HON TREASURER
ASSISTANT
DIRECTOR
PRESIDENT
PRESIDENT
PRESIDENT

DEPUTY SECRETARY

DIRECTCR

DIRECTOR

HEKIS 20¢% Anniversary Conference 2004 — Public Private Partnerships

Page T2



Guests and Delegates

Delegates

AU

AU YEUNG
AU YEUNG
BANCROFT
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHAN
CHANG
CHAU
CHENG
CHENG
CHENG
CHEUNG
CHEUNG
CHEUNG
CHEUNG
CHIANG
CHIN
CHIU
CHONG
CHOw

HO BUN REX
PAK YIN SAMMY
KA YEE

LAP YAN

PETER

CHE BUN ANDERSON

CHOI HING

FAT YAU

KA KUI

MEI YUNG

NGAI SHING, DAVID
PIYIN

PIYIN

PUI MAN CLAUDIA
SAN CHI, SUNNY
SOU KAl

WAl YAN

WANG CHOY
WING TAK

YIU TAI

YUEN KWONG
BERNARD
SUNNY

YU CHAU

SAl HUNG
GEORGE

KING FAI

SUM HING

HING WAN

KIN HUNG GRACE
SAION

YU LUN

YAT HUNG

SAU WAN VICKY
YING, DELLA
CHUNG ON CALVIN
MAN YEE

ORGANIZATION

HOUSING DEPARTMENT

CHUN WO CONSTRUCTION & ENG CO LTD
HONG KONG LAND LTD
KOWLOON-CANTON RAILWAY CORP
GAMMON SKANSKA LTD.

BUILDINGS DEPARTMENT

LEVETT & BAILEY

ARCHITECTURAL SERVICES DEPT

KKC CONSULTANTS LTD

ISG ASIA (HK)}LTD

SHUI ON BUILDING CONTRACTORS
HYSAN DEVELOPMENT CO. LTD.

MASS TRANSIT RAILWAY CORP
BUILDINGS DEPARTMENT
KOWLOON-CANTON RAILWAY CORP
YAU LEE CONSTRUCTION CO. LTD.
ARCHITECTURAL SERVICES DEPT.

CHIU HING CONSTR. & TRANSPORTATION CO.
TERRITORY DEVECLOPMENT DEPT.

THE CHINESE UNIVERSITY OF HONG KONG
PAUL Y - ITC MANAGEMENT LTD

HONG KONG INSTITUTE OF SURVEYORS
HONG KONG INSTITUTE OF SURVEYORS
KOWLOON-CANTON RAILWAY CORP
MASS TRANSIT RAILWAY CORP

MAEDA CORP.

BERIA CONSULTANTS LTD

WIDNELL LTD

TERRITORY DEVELOPMENT DEPT.
DAVID C LEE SURVEYORS LTD

CITY UNIVERSITY OF HONG KONG
VOCATIONAL TRAINING COUNCIL

HONG KONG POLYTECHNIC UNIVERSITY
HONG KONG HOUSING AUTHORITY
HALCROW CHINA LTD.

MAUNSELL CONSULTANTS ASIALTD
LANDS DEPARTMENT
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Guests and Delegates

Delegates (Cont’d)

NAME

CHOW
CHOW
CHU
CHU
CHU
CHUI
CHUA
CHUNG

CORRIGALL
DOHERTY
FAULKNER

FOK
FRANKS
FUNG
FUNG
GABRIEL
HARRAD
HAU
HILL

HO

HO

HO

HO

HO

HO

HO

HO
HUNG
HUNG

JOHNSTON

KAM
KAN
KEI
KONG
KOWK

SIUYIN

YING

KGON TIN TONY
SHIU YAN FIONA
SUI KIN ALBERT
MAN LUNG

YIM KWONG
BARNABAS

JOHN STANLEY
EDWARD

DAVID NICHOLAS
KWAI CHUEN
RODNEY

MAN FAl RONALD
TAK KEUNG
CHRISTOPHER DAVID
BERNARD WILLIAM
HON FAl, PATRICK
JULIAN

CHI WA

CHUI YiN LIWINA
KA LEUNG

KA!I KWOK

KAM MING PETER
KAM WAH, IRENE
THOMAS

WA! MAN
CHEUNG SHEN
LING CHI
MALCOLM JAMES
KA FAl RAYMOND
FRED

YIN LAM

WING YEE
GILBERT

ORGANIZATION

BUILDINGS DEPARTMENT

HALCROW CHINA LTD.

BUILDINGS DEPARTMENT

TOURISM COMMISSION

HONG KONG TOURISM BOARD

YAU LEE CONSTRUCTION CO. LTD.
ARCHITECTURAL SERVICES DEPT.
HONG KONG INSTITUTE OF SURVEYORS
LANDS DEPARTMENT

GAMMON SKANSKA LTD.

COLLIERS INTERNATIONAL (HONG KONG) LTD
BUILDINGS DEPARTMENT

HSIN CHONG CONSTRUCTION
BUILDINGS DEPARTMENT

HOUSING DEPARTMENT

HOUSING DEPARTMENT

URBAN RENEWAL AUTHORITY
ARCHITECTURAL SERVICES DEPT.
MINTER ELLISION

URBAN RENEWAL AUTHORITY

HYDER CONSULTING LTD
KOWLOON-CANTON RAILWAY CORP
HOUSING DEPARTMENT

DAVIS LANGDON & SEAH (HK) LTD
HOSPITAL AUTHORITY

GAMMON SKANSKA LTD.

CHINA STATE CONSTRUCTION ENGINEERING
CHINA STATE CONSTRUCTION ENGINEERING
BUILDINGS DEPARTMENT

DAVIS LANGDON & SEAH (HK) L.TD
TREASUREX LIMITED

FRED KAN & CO.

ARCHITECTURAL SERVICES DEPT

HONG KONG HOUSING AUTHORITY
HONG KONG INSTITUTE OF SURVEYORS
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Guests and Delegates

Delegates (Cont’d)

=
m

LEE
LEE
LEE
LEE
LEE
LEE
LEUNG
LEUNG
LEUNG
LI

L

L

Ll

LIM
LIN

LIN

LIy

LC

DAMIEN

KIM SANG EVENLYN
CHI CHEUNG

CHIN PANG

YU WAH

CHEUNG THOMAS
HIU MING

HO MAN

LI WAH

TSUN IP

ROBERT JAMES
DANNY

PIK YING

PU! LING, PAULINE
SARENA

VICTOR

WING SHING

WAI TAI

COLIN BERNARD
KING FUN, ANDREW
KWOK CHUEN
KWOK FAl

SHIU CHUEN, ANDY
TZE KWAN PATRICIA
CHI TIM ROBIN
CHIN PANG

TAK MING

HO KIN

PETER

STEPHEN

YAM YEE FREDDY
WAI CHING VINCENT
CHIEH

MING YING

WAI HUNG

HING HUNG

ORGANIZATION

T.C..E. (HK) HOLDINGS LTD.
NORTHCROFT HONG KONG LTD
NORTHCROFT HONG KONG LTD
AIRPORT AUTHORITY

HOUSING DEPARTMENT

BUILDINGS DEPARTMENT

COLLIERS INTERNATIONAL

COLLIERS INTERNATIONAL

HOUSING DEPARTMENT

HONG KONG POLYTECHNIC UN{VERSITY
NISHIMATSU CONSTRUCTION CO LTD
HOUSING, PLANNING & LANDS BUREAU
HONG KONG HOUSING AUTHORITY
KOWLOON-CANTON RAILWAY CORP
HONG KONG INSTITUTE OF SURVEYORS
HONG KONG INSTITUTE OF SURVEYORS

CHINA STATE CONSTRUCTION ENGINEERING

HSIN CHONG CONSTRUCTION CO LTD
BRIAN E RAWLING & ASSQCIATES
ANDREW LEE KING FUN & ASSOCIATES
8RIGHSPECT LTD

SHUI ON BUILDING CONTRACTORS LTD
URBAN RENEWAL AUTHORITY
KOWLOON-CANTON RAILWAY CORP
BUILDINGS PEPARTMENT

BUILDINGS DEPARTMENT

URBAN RENEWAL AUTHORITY
HOUSING, PLANNING & LANDS BUREAU
HONEYWELL L.TD.

HONG KONG INSTITUTE OF SURVEYORS
BUILDINGS DEPARTMENT

CITY UNIVERSITY OF HONG KONG

KOWLOON-CANTON RAILWAY CORP
BUILDINGS DEPARTMENT
JONES LANG LASALLE LTD
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Guests and Delegates

Delegates (Cont’d)

LUl

MAK
MAK
MAK

MAN
MAN
MAN
MILLS
MOK
MONG
NAM
NG
NG
NG
NG
NG
PAN
PANG
POON
READER
SHEK
SO
SUNG
TAM
TAM
TANG
TANG
TANG
TSANG
TSANG
TSUI
TSUI

WAl KWONG PATRICK
WAI YING

WING TAJ

CWALEX

CH!{ KONG

KA LAl

NAI CHEONG
ANTONY

CHI HO

HOI LEUNG, ALAN
PUI KWAN
CHRISTOPHER SEABROOK
HO TUNG

KWOK KEUNG

CHI KWONG
GORDON

KEVIN

LAM KIN LAWRENCE
MEI LING

PELENE

DON

HON WAH

SHIU CHUNG, JACKY
STEVEN

PETER

YAU CHI

FISHER IRENE MARY
KUEN WA

WING CHEUNG

KI CHEUNG

KWAN LAM

WAI KWONG

SZE Kl

WAI CHUNG, HANNIEL
HOI YUEN

SIU LUNG

ORGANIZATION

LANDS TRIBUNAL

URBAN RENEWAL AUTHORITY
HOUSING DEPARTMENT

HYSAN DEVELOPMENT CO. LTD.
LEIGHTON CONTRACTOR ASIA LTD.
RONG KONG HOUSING AUTHORITY
HOME AFFAIRS DEPARTMENT

HONG KONG INSTITUTE OF SURVEYORS
KOWLOON-CANTON RAILWAY CORP
BLACK & VEATCH HK LTD.

FOREWIN CONSULTANTS LTD

LANDS DEPARTMENT

UNIVERSITY OF HONG KONG

LAW & PARTNERS LTD

URBAN RENEWAL AUTHORITY

HONG KONG INSTITUTE OF SURVEYORS
SIMON KWAN & ASSOCIATES LTD.
AIRPORT AUTHORITY

SWIRE PROPERTIES LTD

BUILDINGS DEPARTMENT

HALCROW CHINA LTD.

HOUSING DEPARTMENT

HCCG CHINA HOLDINGS LTD.

AMCC

HALCROW CHINA LTD.

YAU LEE CONSTRUCTION CO. LTD.
HOUSING DEPARTMENT

FURGO (HK) LTD.

BUILDINGS DEPARTMENT

K C TANG CONSULTANTS LTD

URBAN RENEWAL AUTHORITY

BIBTIE ASIALTD

HONG KONG HOUSING DEPARTMENT
KOWLOON-CANTON RAILWAY CORP
ESRI CHINA (HONG KONG) LTD

KTI (ASIA) BUILDING CONSULTANTS LTD
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Guests and Delegates

Delegates (Cont’'d)

NAME

TUNG
WAI
WAN
WAN
WAN
WANG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
WONG
YAU
YAU
YEUNG
YEUNG
YEUNG
YIP
YUNG
ZHANG

YAU MING

MAN FA!, JACKSON
CHIYIN

SHIU WAH WILLIAM
TONY

JIAN SHENG

CHI FUNG ALEX

CHI WAL

CHUNG FAT

HO MING

HOK PUN, KENNETH
KAM SING

KOON HUNG ALBERT
KWOK HING ANTHONY
KWONG SANG

MAU ON FELIX

MEE HEUNG

Ol YEE CYNTHIA

SIU HUNG

TERESE

TUNG WAI, RICARDO
WAI KEUNG

WAI KUEN

WAI NAN

YUEN LING JESSICA
KONG FOO

WAI KWAN

KAM LAN

KWONG FAl, ALFRED
MAN KAI

SO, ANDY

KAI WING JOHNNY
Y1 FENG

ORGANIZATION

JAMES R KNOWLES (HK) LTD
ARCHITECTURAL SERVICES DEPT.
HOUSING DEPARTMENT

AIRPORT AUTHORITY

HONG KONG INSTITUTE OF SURVEYORS
CHINA RESCURCES CONSTRUCTION
HONG KONG POLYTECHNIC UNIVERSITY
ARCHITECTURAL SERVICES DEPT
WIDNELL LTD

KOWLOON-CANTON RAILWAY CORP

CHIU HING CONSTR. & TRANSPORTATION CO.

MASS TRANSIT RAILWAY CORP
URBAN RENEWAL AUTHORITY
HOUSING DEPARTMENT
BUILDINGS DEPARTMENT

PBA

MASS TRANSIT RAILWAY CORP
COLLIERS JARDINE (HK) LTD
BUILDINGS DEPARTMENT

HYSAN DEVELOPMENT CO. LTD.
HONG KONG HOUSING AUTHORITY
HOUSING DEPARTMENT

URBAN RENEWAL AUTHORITY
HING KEE CONTRACTING LTD.
BUILBINGS DEPARTMENT

URBAN RENEWAL AUTHORITY
ARCHITECTURAL SERVICES DEPT
CITY UNIVERSITY OF HONG KONG
KOWLOON-CANTON RAILWAY CORP
SHUI ON PROPERTIES MGT LTD
BUILDINGS DEPARTMENT

HONG KONG HOUSING AUTHORITY

CHINA STATE CONSTRUCTION ENGINEERING
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Supporting Organizations
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Supporting Organizations

Real Estate Developers Association of Hong Kong

Hong Kong Institute of Architects

Hong Kong Institution of Engineers

Hong Kong Institute of Planners

The Law Society of Hong Kong

Hong Kong Institute of Facility Management

Hong Kong Construction Association Limited

Hong Kong Institute of Construction Managers

The Chartered Institute of Building (Hong Kong)

The University of Hong Kong, Faculty of Architecture

The Hong Kong Polytechnic University, Faculty of Construction and Land Use
City University of Hong Kong, Department of Building and Construction
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Conference Organizing Committee

Conference Organizing Committee
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Conference Orgamzing Commrtiee

Convener

Chairman and
Paper Vetting

Members

Francis Leung
(Immediate Past Chairman,
Quantity Surveying Division)

Dr. Paul Ho
(Hon Secretary, Quantity Surveying Division)

Gordon Ng
(Secretary General, HKIS)

Serena Lau
(Vice-chairperson, General Practice Division)

Victor Lau
(Committee Member, Junior Organization)

Stephen Li
(Committee Member, Junior Organization)

Vincent Ho
(Council Member, Building Surveying Division)

Gary Yeung
(Building Surveying Division)

Margaret Yung
(Manager, HKIS)

Linda Chan
{Assistant Manager, Communications, HKIS)

Bishop Chung
(Building Surveying Division)

Doris Wong
(Junior Organization)

Amy Wong
{Council Member, Land Surveying Division)
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