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Methodology of Analysis of PPP Options 

Study of the feasible PPP options 

(a) Structuring – different scenarios 

(b) Public – Private Partnership modality 

Selection of a limited array of PPP 
options, feasible and viable, based on: 

(a) Technical and Financial Analysis 

(b) Assessment and Allocation of Risks 

(c) Verification of Appetite of Private Sector 

Recommended 
Preferred PPP 
Option 
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Identification of Preferred PPP Option 

Identify Project 
Structure 

• from 
operational & 
technical 
rationale 

• from 
international 
experience & 
good practice 

• from financial 
(CAPEX & 
OPEX) 
feasibility 

• from legal due 
diligence 

Shortlist PPP 
Options with 
inputs 

• from output 
specifications 

• from technical 
due diligence 

• from financial 
analysis 

• from risk 
assessment 

• from initial 
market 
assessment 

• from 
stakeholders 

Select preferred 
PPP Option(s) 

• comprehensive 
risk 
assessment 
and 
management 
matrix 

• VGF 

• credit 
enhancement 
instrument(s) 
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Evaluation Criteria of PPP Scoring Matrix 

Project 
Attractiveness 

Operational 
Structures 

Approvals & 
Legal 

Framework 

Financial 
Viability 
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  Steps to consider in PPP Development 

STEP 1: PPP  

SITUATION 

REVIEW 

STEP 5: TRANSACTION 

IMPLEMENTATION 

STEP 2: PPP 

OPTION 

SHORTLISTING 

STEP 3: OPTION 

SELECTION 

STEP 4: 

TRANSACTION 

DESIGN 

Financial  

Review 
Financial 

Model 

Identify 

Objectives 

Legal 

& Regulatory 

Review 

International 

Trends Review 
Communication 

Legal &  

Institutional 

PPP 

Structuring 

Procurement 

Planning 

Financial  

Modeling 

Shortlist 

Of Options 

Decisions on 

legal & 

corporate form  

Preferred 

Option 

Institutional  

Arrangements 

Financial 

Arrangements 

Transaction 

Management 
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Project management plan  

  Should spell out responsibilities 

(What, Who, When, and How ? ) 

 Should contain a time table 

 With milestone critical dates   

 Estimate of public sector cost at different stages 

 Reporting framework  

 Control and risk management measures   
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 A Logical Step by Step Approach  

Understand the need  

Define the required output  

Build stakeholder consensus and get advice  

Assess the industry and sound the market  

Collect information and do Pre-

Feasibility  

Assess Cost benefit PSC and  

VFM  

Build regulatory 

capacity  

Prepare draft Bid 

documents  

Tender and 

negotiate 

Implement  

Manage  
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The PPP/PFI Life Cycle   

Identification and Selection (Pre 
Feasibility) 

Preparation  (Feasibility and 
Business Plan ) 

Procurement  

Contract management   

 Termination   
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Identification 

 Must have a Project Sponsor 

 Clear understanding of Problem/Need/Demand (What is rrequired?) 

 Is the project necessary  

 Is there a shortage of capital  

 Is there a shortage of skills  

 Is there inefficiencies  

 Management and governance etc  

 Is there a pre feasibility study ? 

  Express need as required output  

 Take away:  A Pre Feasibility Study is a prerequisite to 

continue 

Preferable to have a Project Team in place after Pre 

Feasibility   
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Identification and Selection  

Identification  

• Clear understanding  of  

need expressed as a 

required output 

• Test priority in national 

development plan  

 

 

Selection  

• Identify and consider 

project options  

• Identify preliminary cost 

and risks & potential 

market interest  

•  VFM  

• Confirm legal and 

regulatory environment  

• Choose the preferred 

option  
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  Content of Pre-Feasibility 1 

 The need  and rationale for the project  
o Origin of identification  
o Community involvement and impact on 
o Where does it fit in priorities? Why ? 
o Required output 
o Effective demand   

 Consideration of solution options and alternative 
scenarios 

 Rough costing of options and budget implications  (initial 
financial model)   

 Climate change implications  
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 Broad potential project description 

 Initial Analysis of PPP options 
o What  PPP option(s) can be considered  
o What  drives a PPP consideration 

 Method of cost recovery 

 Duration required 

 Preliminary institutonal arrangements 

 Possible Stakeholders to be consulted 

 Approval process as per national PPP law 

  Content of Pre-Feasibility 2 

 

   
A fcap     

A 
  f   r   i   c   a   n     C 

  a   p   i   t   a   l   

Consulting   

http://www.google.com/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=0CAgQjRw&url=http://www.lithuaniatribune.com/25639/the-needless-controversy-of-nobel-peace-prize-201225639/10530873-european-union-logo/&ei=GJlHVKqBIavW7QaGnoGYBQ&psig=AFQjCNFdWvvWdAa2vYrnDTX_DH9JyJwukA&ust=1414064792630089


 Access to site / servitudes 
 Time lines for feasibility study  
 Identification of potential risks and mitigation  
 Preliminary value for money  
 Preliminary due diligence  
 Budget  

o Arrangements for feasibility study and for preparation 
o Long term fiscal impact  
o Will viability gap funding be required  

 Recommended project team 

 Sector specific TORs for transaction advisors   

Takeaway:  Detailed preparation is expensive and pre-
feasibility study should be used as an eliminator  

  Content of Pre-Feasibility 3 
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 Screening aspects to consider - 1  

• Capacity of private sector to develop, manage and monitor  the 
process 

• Potential private appetite  

• Community acceptance  and affordability  

• What degree of  real risk transfer is possible  

• Availability of Information  

• Accuracy of  current and future demand forecasts  Must initial low 
Demand be supported ) 

• Affordability to consumer / fiscus  
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• Is scale large enough / Modular? 

• Does Prefeasibility suggest Value for Money? 

• Can output be measured in performance indicators? 

• Must have user charges or third party assured income 

 Screening aspects to consider - 2  
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 Convert the pre-feasibility study (concept) 

into a proposal after prioritisation 

A more detailed  project description and needs analysis  

Requires a committed sponsor  

Needs a budget for further project  preparation  

A competent project team  

Consideration of different options  

Rough cost estimates (life cycle costing ) 
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 Timelines  

 Technical issues /Management requirements  

 Preliminary Funding Options   including PPP 

 Affordability  

 ToRs for transaction advisors 

 Legal requirements to be met   

 Convert the pre-feasibility study (concept) 

into a proposal after prioritisation (cont.) 
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Before detailed preparation: Checklist   

Check List  

Is the project necessary ? 

Is it a real priority for government ? 

Is it affordable? 

Is it suitable for a PPP ? 

What potential type of PPP is best 
suited?  

Does the project team have the 
right skills ? 

Does the concept and pre-feasibility 
provide Value For Money ? 

Risks  

Not the highest priority but 
goes ahead 

Unsuitable PPP identified  

Realities on the ground not 
considered  

Standards set too high 

Inadequate skills in project 
team   
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Objectives of Feasibility  Study  

 Assessment of potential alternatives 

 Evaluate the preferred alternative    

o The alignment with national development priorities  

o The value for money based on indicative costs  

o Priority  

o Affordability 

 Risk allocation 

 Measurable output specifications 

 Authorisation and  statutory powers  required  

 Preferred PPP option  
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 Enough information must be available to justify existing 
demand and predict future demand  

 Low initial demand can be supported by a guarantee of 
minimum utilization 

 A modular with staggered capital expenditure, may be required 

 Highly technical rapid obsolence projects are not suitable   

 Doubts about long term market should disqualify the project as 
a PPP 

Takeaway : PPP projects are very long term and 

market must be stable  

 Other considerations … 
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Capacity of Public Sector  

 Needs a champion and single point of contact 

PPP’s requires skills not readily available in 

public sector 

 A PPP unit is advisable …   

 Requires external advisors  

 

   
A fcap     

A 
  f   r   i   c   a   n     C 

  a   p   i   t   a   l   

Consulting   

http://www.google.com/url?sa=i&source=images&cd=&cad=rja&uact=8&ved=0CAgQjRw&url=http://www.lithuaniatribune.com/25639/the-needless-controversy-of-nobel-peace-prize-201225639/10530873-european-union-logo/&ei=GJlHVKqBIavW7QaGnoGYBQ&psig=AFQjCNFdWvvWdAa2vYrnDTX_DH9JyJwukA&ust=1414064792630089


 The way forward - Testing after acceptance of the 
concept    

After the decision to proceed with preparation, test 
the market appetite informally  through phone calls 
& emails etc., just giving the broad outline to test the 
potential bidders on their interest and appetite and 
get an idea  of what their views are.  

Takeaway:  It is a waste of time to prepare a EOI and 

RFP if there is unlikely to be any interest in the 

project   
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 Summary- Choice  

• There is no right and wrong option  

• Consider the option against your 

circumstances and environment  

• Let  the above criteria must guide the 

option chosen  
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Critical success factors  

 Competent officials  

 Experienced advisors 

 Transparency 

 Compliance with procurement prescriptions and international best 

practice 

 Compliance with anti Corruption Practices 

 Conveying clarity on queries 

 Formal recording of process 

 Due Diligence 
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Typical Transaction Advisors TOR’s  

 Technical  
o All technical aspects: business case development / output/payment 

mechanisms/procurement  

o Scrutinise costs /due diligence on bidders proposals   

 Financial 
o All financial aspects : business case development/financial modelling 

different options/payment mechanisms/scrutinise financial bid and 

proposals taxation issues financial due diligence /commercial issues    

 Legal  
o Ensure legal competency/contract documentation /scrutinise and 

ensure legal requirements of bids and proposals/ evaluate and advise 

on all legal aspects incl due diligence 

 Environmental 
o Examine environmental impact and risks /propose mitigation /advise on 

social issues like resettlement   
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(Sustained) Political 
Commitment 

Steering Committee 
Utility CEO 

Policy Dialogue & 
Strategy Development 

Preparation   

Implementation 

PPP Transaction Adviser 

• Sector Reform 
• Stakeholder part. 
• PPP Options Analysis 

& Structure 
• Investments 
• Tariffs & Subsidies 
• Communication 

PPP Facilitator 

PPP Implementation Steps 
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Tendering 

Process 

6 months 

Typical (voluntary) Schedule 
WWTP PPP 

Feb. 

2018 

May 

2018 

Oct. 

2018 

Nov. 

2018 

June 

2019 

Q1. 

2020 

time 

Concept 

4 months 

Preparation 

5 months 

Prequalification 

2 months 

Financial Close 

Contract Award 

6 months 

Notification in 

specialized press 
Start Construction 

Dec. 

2019 

Pre-bid Site Visit 

Pre-Bid Meeting 

Dec. 

2018 
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