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Public-private
partnerships
are increasingly
important in
delivering
major projects.
Neil Hughes
examines the
background

public-private
partnership
(PPP) is a long-
term contrac-
tual agreement
L between ¢
ernment ageney and a
partner for the delivery of
£oods or services. As partners,
cach party shares in the poten-
tial risks and rewards inherent
in the delivery of the goods or
service. mcluding financial
risks and responsibilities, and
quality assurances for the tax-
payer.

PPPs are not privatisations
because the government entity
involved in the agreement re-
tains control and ownership of
the project. There are many dif-
ferent kinds of PPPs,with vary-
ing levels of private sector
involvement. The most com-
mon is called a design-build-fi-
nance-operaie-maintain
(DBEOM) transaction, where
the government granis a pri-
valle sector partner the right 1o
develop a new piece of public
mfrastructure,

The private partner takes on
{ull responsibility and risk for
delivery and operation of the
public project against prede-
termined standards of perfor-
mance established by the
government. The private sector
partner is paid through the rev-
enue siream generated by the
project, which could take the
form of a user charge (such as
a highway toll) or. in some
cases, an annual government
payment for performance (of-
ten called a ‘shadow toll> or
‘availability.charge’).

Any increases n the user
charee or pavment for perfor-

"

mance are typically set out in
advance and regulated by a
binding contract,

Guaranteeing
the work

In a public-private partner-

ship. the government retains
control over the quality of pub-
lic infrastructure in a number
of ways.
B The government typically
owns the infrastructure, while
the private sector partner has
a lease or a right to use the in-
frastructure, which expires at
the end of the contract agree-
ment (sometimes referred to as
A ‘concession’ or ‘franchise’).

West-Link toll bridge: an exa

Why publi
partnership

mple of a successful publ

B The government establishes
the performance standards
and penalises the private sector
partner if standards are not
met.

M The government establishes
the user charges and terms on
which the public can access
thenfrastructure.

Advantages
of PPPs

When the government deli-
vers new projects without
using a PPP. it would typically:
B employ and take responsi-
bility for private sector consul-
tants who would design and
engineerall or part of the road

lic-private partnership in action

and then bid construction to a
private sector company; tax-
payers would bear the respon-
sibility of any budget overruns
ordelays,
I issue a bond to private sec-
tor inyestors to finance con-
struction; taxpayers would be
responsible for repayment of
interest and principal,
M take responsibility for oper-
ating and maintaining the fa-
cility. elements of which might
be contracted out to a private
company. Again, taxpayers
would bear responsibility. for
any quality defects or unex-
pected problems.

By entering into a PPP, all
these activities are integrated
into one long-term contract

with a private-sector partper:
to the advantage of the tax-
payer.

Projects can be delivered
years ahead of when they
might otherwise be available.
There are often stipulations
that construction be completed
on time and within budget,
thus shielding taxpayers from
cost overruns and delays

The private partner brings
the efficiencies and innova-
tions of the private sector to
the job because funding is
available up front. Major infra-
structure projects do not have
to be phased in as funds be-
come available, greatly redu-
cing overall cost and time.

Additionally, the design

meets the performance stan-
duards at the lowest possible
construction cost, and this'can
result in significant cost sav-
Jings compared to traditional
methods. :

The private partner takes
the responsibility and risk for
interest rates and repayments,
lifting that burden from tax-

payers. The private partner is:

also responsible for all mainte-
nance and operations, in ac-
cordance with standards set by
the government.

Users rather than taxpayers
pay for what they use. Thus,
those who benefit most from
the project pay for it with tolls,
freeing taxes for other projects
and needs.

MAURA HICKEY:

Importance
of PPPs

Like most countries, Ire-
land’s growing economy and
population depend ona sound,
safe and reliable transportation
infrastructure, Unfortunately,
unlike most states, Treland’s in-
frastructure is poor by interna-
tional standards.

Innovative partnerships
have proved to be an effective
way to bring private capital
and expertise to the solution of
pressing public problems.

Neil Hughes is managing
parner of Hughes Blake Char-
fered Accountants

| Growth of |
PPPs

By Post Reporter

More than 60 significant
public-private partmer-
ship schemes are cur-
rently operational or
planned, according to
Department of Finance
figures.

The schemes, all va-
Iued at more than €20
million and many valued
at over €250 million;
include major road pro-
jects, health facilities,
schools, prisons, sports
‘and cultural projects and
environmental works, in-
cluding a number of
sewage schemes.
~ All major road pro-
jects completed in recent
years have been under-
taken on a PPP basis. The
National Roads Author-
ity is a key player in this
area and manages all the
PPP projects in its own
sector.’

PPPs involve a subse-
quent charging of tolls to
motorists to allow the
private contractor to re-
‘coup some funding.

1In 2005, as PPPs
spread into new areas
such as education, envir-
onment and the arts, the
government extended the
role of the National De-
velopment Finance
Agency to manage and
oversee PPP programmes
outside the road and rail
sectors.

‘The agency operates as
part of the National
Treasury Management
Agency.

‘For more details on all
aspects of the process, see
the gavernment's PPP
website at www.ppp.gov.ie.

As well as a list of
prajects under way. this
provides briefing notes
and guidance for those
involving in PPP con-
tracts. It also includes a
Jfull range of contacts for
those involved in the key
state agencies in mana-
ging PPP projects.



