
The risks and benefits of  PPPs for the financing of  strategic public infrastructure

P U B L I C  P R I VAT E  PA R T N E R S H I P S

2 9  J U N E  2 0 1 8C O N F I D E N T I A L

Thomas LAMBERT

Managing Director

Lazard Frères 



 This document has been prepared by Lazard Frères (“Lazard”) on the basis of information (including financial forecasts) publicly available, disclosed by the relevant company(ies) or by 

third parties, none of which has been independently verified nor audited by Lazard

 This document has been prepared solely as a basis for preliminary discussions of the feasibility of certain potential transactions mentioned herein. Any final decision regarding the 

opportunity or the feasibility of the transactions mentioned herein will require further investigations in particular as regards the legal, accounting, financial or tax aspects

 This document reflects prevailing economic, monetary, market or other conditions as of 25/06/2018 and may require adjustments should such conditions change

 In preparing this document, Lazard has relied upon and assumed the accuracy and completeness of all available information. Therefore, neither Lazard nor any of its representatives shall 

incur any liability as to the accuracy, relevance or completeness of the information contained herein

 This document is for the exclusive use and benefit of IABS Paris Summit 2018; this document, its mere existence and the information mentioned herein shall be kept strictly confidential 

and not be disclosed to, or used by, any other person without Lazard express consent 

 Anyone to whom this document is disclosed in connection with its professional obligations or otherwise shall keep it strictly confidential in accordance with the terms set out above

 This presentation shall be viewed solely in conjunction with an oral briefing provided by Lazard

Disclaimer

T H E  R I S K S  A N D  B E N E F I T S  O F  P P P S  F O R  T H E  F I N A N C I N G  O F  S T R A T E G I C  P U B L I C  I N F R A S T R U C T U R EC O N F I D E N T I A L



PPPs are more relevant than ever, notably for North Africa and Middle East countries 
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Key drivers of current PPP demand 

 Massive infrastructure needs for emerging and transition economies

 Public finances increasingly constrained combined to historical project funding models more challenging

 Needs for foreign direct investments 

 Opportunity to tap on private sector expertise to manage large public service infrastructures

Middle East and North Africa1 headline public deficit and net FDI 

flows

 % of GDP

Infrastructure Transaction Activity

 USD billion

Note: (1) Are included 23 countries: Afghanistan, Algeria, Bahrain, Djibouti, Egypt, Iran, Iraq, Jordan, Kuwait, Lebanon, Libya, Mauritania, Morocco, Oman, Pakistan, Qatar, Saudi Arabia, 

Somalia, Sudan, Syria, Tunisia, United Arab Emirates, and Yemen
1

PPPs are project procurement instruments which can altogether address immediate funding requirements for strategic 

infrastructure projects but more importantly bring along the benefit of private sector expertise for the management of public

assets 
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However the proper implementation of  PPPs can face many obstacles
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PPPs often fail when they are motivated by “bad reasons”:

 Mobilize private capital with unique view to save on public spending

 In most cases, the PPP does not erase public expenditure

 Avoid difficult sector reforms and the restructuring of badly operated public assets 

 On the contrary, sector reform is often a prerequisite for PPPs

 Belief that PPPs can remove all risks for the public authorities

 On the contrary, risk sharing must be balanced and the legal environment has to be conducive to FDI 

PPIAF’s involvement in North Africa and Middle East 

Note: (1) The Logistics Performance Index includes quality of trade and transport related infrastructure (e.g. ports, railroads, roads, information technology) on a rating ranging from 1 to 5 

(2) The GCI Infrastructure Score is a component of the Global Competitiveness Index and covers transport, electricity and telephony infrastructure on a rating ranging from 0 to 7
2

PPPs can offer a unique opportunity to undertake a major reshuffle in terms of public spending efficiency, sector reform and change the 

operating relationship between public and private players. However this requires a strong political will and institutional strength 

Source: PPIAF Website, as of 25/06/2018
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Key success factors for the implementation of  PPPs
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PPPs are complex instruments which require thorough preparation works

Preparation is multidisciplinary and involves a number of different stakeholders

Preparation required at the “micro” level

 Effective transactional teams (including 

transaction advisors)

 Comprehensive work on the structuring of 

bankable projects (technical, legal, economical, 

financial dimensions)

 Flexibility in execution and capacity to negotiate

 Reasonable preparation roadmaps 

 No aversion to complexity

 Fair and transparent bidding process

Preparation required at the “macro” level

 An identification of priority sectors

 An effective task force (PPP unit)

 An effective endorsement by all the relevant 

authorities (MoF, sectoral ministries, SOEs, 

etc…)

 Advisers looking at the project pipeline, value for 

money and public finance implications over the 

long term 

 Development of a fair understanding of the key 

drivers of private sector investment 
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Key factors of  success for the implementation of  PPPs(cont’)
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PROJECT STRUCTURING PROJECT TENDERING

 Identify priority projects from a 

policy perspective

 Identify PPP-eligible projects

 Develop a PPP projects 

pipeline & roadmap

 Structure PPP

 Assess project feasibility 

 Assess affordability and 

commercial viability of PPP 

under various scenarios

 Define payment & adjustment 

mechanisms

 Assess value for money and 

fiscal impact of PPP

 Identify and allocate key risks

PPP CONTRACT 

MANAGEMENT

 Design the PPP contract

 Finalize structure of 

commercial payment 

streams 

 Finalize private financing 

requirements

 Translate risk matrix into 

draft PPP contract

 Manage tender process

 Issue Requests for 

Expressions of Interest, 

Prequalifications and 

Proposals

 Market project to investors 

 Finalize selection of 

preferred bidder and achieve 

financial close

 Monitor and manage PPP delivery 

and risk

 Establish contract management 

structures and procedures

 Monitor and manage PPP 

delivery and risk

DEVELOPMENT OF A PPP 

PIPELINE

Lack of knowledge or improvisation explain most failures, either in the preparation or the execution phase

PPP Process Roadmap

Sources: World Bank, Lazard
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 The Red Sea Dead Sea (RSDS) project is a proposed initiative to address the challenges associated with the decline of the water level in the Dead

Sea and the on-going water crisis in the region

 RSDS involves the phased development of an infrastructure, to be located in Jordan, and meant to desalinate seawater and transfer brine to the

Dead Sea. It was developed in the context of a regional cooperation framework involving the Hashemite Kingdom of Jordan, the State of Israel and

the Palestinian Authority.

 Phase 1 of the RSDS project entails a seawater intake, a 65mcm/year desalination plant and a conveyance system including brine discharge

facilities at the Dead Sea

 Late 2015, the Government of Jordan launched a prequalification process with a view to shortlist developers for the project on a Build, Operate and

Transfer (BOT) basis

 In association with legal and technical consultants, Lazard is acting as financial advisor to the Jordan Ministry of Water and Irrigation in relation to

the project all the way through financial close

 Lazard’s scope of work includes, in particular:

 Support to the development of the BOT contractor selection procedure

 Support to the design of the project tariff system and payment mechanisms

 Development of a project financial model and project affordability analysis

 Assistance to the development of the project contractual structure and the key project contracts

 Assistance in discussions with potential grant providers and preparation of associated documentation

 Assistance on financial matters throughout the BOT contractor selection process up to financial close

Case Study– Red Sea Dead Sea Project Phase 1 (Ongoing)
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Lazard is currently advising the Government of Jordan on the flagship Red Sea Dead Sea desalination and water conveyance project
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