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1. Introduction – Who is IFC?

1. Introduction – Who is 

IFC?



A Member of the World Bank Group

World Bank 

Group

MIGA

Multilateral Investment and Guarantee Agency

Guarantees of private sector investment’s non-

commercial risks 

IDA

International Development Association

Interest-free loans and grants to governments of 

poorest countries

IFC International Finance Corporation

Solutions in Private Sector Development

International Bank for Reconstruction and 

Development

Loans to middle-income and creditworthy low-income 

country governments

IBRD

ICSID

International Center for Settlement of 

Investment Disputes

Conciliation and arbitration of investment disputes
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What Services does IFC provide?

Build capacity and develop projects according 

to international best practice

▪ Help in strategic city planning, e.g,. through 

diagnostic sector analysis and 

project prioritization

▪ Provide project development support, e.g,. 

technology choice or business models or 

E&S risk management

Support cities with structuring PPPs and 

attracting private investment and expertise

▪ Structure projects from technical, financial 

and legal perspective

▪ Organize competitive tenders to attract 

investors

Provide funds to cities and private companies

▪ Direct finance

▪ Syndication/mobilization

▪ Access to capital markets

(municipal bonds)

Financing

Other Advisory Services

PPP Transaction Advisory
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2. What is a PPP and why 

use PPPs?



Definition of a Public Private Partnership

“A public-private partnership (PPP) is a long-term 

contract between a private party and a government 

entity, for providing a public asset or service, in 

which the private party bears significant risk and 

management responsibility, and remuneration is 

linked to performance.”

Definition from the PPP Reference Guide developed by several DFIs, including the WBG
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Key features of PPPs

Risk transfer
• The public party transfers some risks to the private party through a contract

• Risks are allocated to the party who is best able to manage it

Long-term contract
• The contract duration is generally proportional to the amount of risk transfer

• Most PPP contracts range between 10 and 30 years

Efficiencies

• To generate efficiencies, PPPs bundle several phases of a project and 

functions (e.g., construction and operation) 

• Selecting the private party through a competitive tender maximizes 

efficiencies

Remuneration

• The private party remuneration can be either directly from the end-users or 

from the government 

• In all cases it is however linked to how well the private party is performing 
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Responsibilities & Risks that may be transferred to the Private Sector

• Design (D): developing the project from the initial concept to construction-ready engineering 

requirements

• Build / Rehabilitate (B): construct the asset and install new equipment, or refurbish, optimize, extend 

an existing asset

• Finance (F): finance all or part of the required capital expenditure (initial investment and throughout the 

project life)

• Operate (O): the scope of responsibilities varies depending on the sector and the type of PPP, but is 

linked to KPIs

• Maintain (M): maintain the infrastructure and assets to a certain standard over the life of the contract

• Transfer (T): in case the asset is owned by the private party, it may be transferred to the public party at 

the end of the PPP contract
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There are different types of PPPs, but PPP is NOT privatization

Extent of government control LOWHIGH

Design –

Build 

contract

1 – 3 years

O&M 

contract

3-10 years

DBO(M) 

contract

10-15 years

DBFOM 

contract

10-25 years 

Concession 

/ BOOT 

contract

20-30 years

Privatization

Unlimited

Public-Private Partnership

Extent of private sector responsibilities HIGHLOW
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Some key benefits of PPPs for public entities

Improve access 

to Services

Access wider sources of finance#1

#3 Improve quality and service standards

Predictable, long-term budget commitments 

and potential savings#5

Bring in industry best practices#2

Value for money as a result of the competitive bidding 

process and adequate allocation of risks#6

Focus on policy, planning and regulation#4
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3. Some considerations for 

municipal PPPs



Cities are increasingly seeking private sector participation to address the infrastructure gap

13

US$ 20 trillion
investment required globally in

buildings, urban transport and waste by 2030

Urban transport

Street ligthing

Water

Waste
Energy & Energy 

efficiency

Smart cities

Social

The sectors that are the most concerned are:

Green buildings
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PPPs are only one way municipalities may attract private finance & innovation

Enable fully private 

investments in priority areas 

(with potential regulatory 

oversight), by creating an 

enabling environment and 

regulations.

3. Private Service 

Providers

Bring in a private partner’s 

investment and expertise to 

help develop, finance and 

operate urban infrastructure 

assets.

2. Public Private 

Partnerships (PPPs)

Municipalities may use their 

balance sheet to borrow 

commercially (e.g., senior 

loans, municipal bonds) to 

finance infrastructure projects 

undertaken by private 

contractors.

1. Commercial 

Finance
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But municipalities face several barriers to attract private investment through PPPs

CREDITWORTHINESS
Many municipalities do not 

have a strong financial track 

record and must rely on 

sovereign financial backing 

or guarantees

POLITICAL WILL
Complex governance, 

stakeholder alignment and 

election cycles tend to delay 

PPP projects implementation

LONG-TERM PLANNING
PPPs are long-term projects. They 

take long to prepare, and continuity 

and a long-term vision are key for 

their successful implementation

PROJECTS DESIGN
To be attractive to private investors, 

PPPs must be designed according to 

international best practices, in a way 

that integrate legal, technical, 

financial and environmental and 

social considerations

CAPACITY
Most municipalities have a 

limited understanding of 

available options, and lack 

capacity to structure, tender 

and manage PPP projects

Few municipal 

PPPs

©



Early-stage PPP identification process

Projects must be doable, demonstrable and simple to trigger private sector appetite

1. Identify

- Identify the project 
pipeline (list of 
candidate projects)

- Collect information 
available on projects

2. Pre-screen

- Determine if there is 
enough information 
available to assess 
project scope and 
feasibility

- Identify a clear business 
case for the project

- Validate appropriateness 
of the project for 
competitive tendering

3. Prioritize

- Determine private sector 
appetite and prospects

- Evaluate ease of 
development and 
implementation

4. Select

- Determine which 
projects should be taken 
to next stage

- Key considerations may 
include fiscal and 
development impacts
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Some considerations & success factors for municipal PPPs implementation

• Is the project desirable and suitable for PPP procurement?

• Start small to create a track record (few pilot projects with high chances of success)
Project Selection

• Is the project appropriately sized for the expected demand? 

• Can the project be financed? 
Project Size

• Is there private sector interest for the project?

• Are there sufficient private parties capable of undertaking the project?

• Need to conduct a competitive, transparent tender process

Private Sector

• Will the private party be able to collect sufficient revenues to make a return?

• Is the price of services sustainable and affordable to end-users?

• Is there a need for financial support from the public party?

Financial Feasibility

• Are risks allocated to the party best placed to manage them?

• Is the risk allocation in line with private parties’ expectations?

Appropriate Risk 
Allocation

• Is the regulatory framework supporting the project?

• Are any reforms or amendments required?

Legal/Regulatory 
Framework

• Are all necessary parties supportive of the process?

• Is there a risk of opposition or resistance to the project?
Political Commitment
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4. Case studies



Bengaluru Public Street Lighting (2019)

The Project:

• The City of Bengaluru boasts 485,000 streetlights but upgrading and maintaining the infrastructure has

been a challenge.

• In 2017, the Bruhat Bengaluru Mahanagar Palika (BBMP) municipality sought the assistance of IFC to

structure a PPP, identify an Energy Savings Company (ESCO) to implement energy conservation

measures, and improve service delivery across the city’s public street lighting system.

• The PPP is implemented under a 10-year performance-based shared savings model whereby the private

party is recouping its investment from 80% of the energy savings achieved and a fixed O&M payment.

IFC role:

• Conducted a due-diligence on the project.

• Structured the transaction and concession contract.

• Assisted with the tender and selection process.

Project Outcome:

• PPP agreement awarded to an Indian consortium in March 2019.

• US$100 m private investment mobilized, and energy consumption reduced by 86%.

• Improved services for 3.5 million residents

• Integrated smart-city initiatives and reduced CO2 emission by 86,000 tons / year.
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Belgrade Solid Waste Project (2017)

The Project:

• The Municipality of Belgrade asked IFC to design a PPP for a private partner to close and remediate the

saturated Vinca landfill and build and operate a new waste treatment and disposal complex, including a

waste-to-energy plant that will produce electricity and heat for the city.

• The PPP project has been structured as a 25-year concession.

IFC role:

• Conducted a due-diligence on the project.

• Structured the transaction and concession contract.

• Conducted the tender and selection process.

Project Outcome:

• Concession agreement awarded to Suez/Itochu in September 2017.

• Financial close reached in October 2019 with a $260 million loan and guarantee package from IFC and

MIGA.

• Serbia’s first large-scale PPP.

• EU standards in waste management, resolving an environmental threat, and reducing pollution and GHG

emissions.

• 30MW of renewable energy recovered for the city.
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Bhutan Thimpu Parking Concession (2014)

The Project:

• To ease traffic congestion in Bhutan capital city, the Municipality of Thimpu envisioned the creation of off-

street parking facilities in the city center and partnered with IFC to develop 550 new parking spaces in two

multi-level off-street parking facilities and manage 1,000 existing public parking spaces.

• The PPP project has been structured as a 22-year concession, whereby the private partner collects

revenues from the users.

IFC role:

• Conducted a due-diligence on the project.

• Structured the transaction and concession contract.

• Conducted the tender and selection process.

Project Outcome:

• Concession agreement awarded to a consortium of regional and local companies in September 2014.

• The project mobilized US$8 million of private sector investment.

• Positive fiscal impact for the City through an annual revenue share of US$230,000 (main bidding criterion).

• Improved traffic conditions, allowing for public transport development.

• First PPP closed by the Municipality of Thimpu.
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West Bank Solid Waste Management Contract (2013)

The Project:

• A PPP contract with the Joint Services Council for Hebron and Bethlehem for the operation and

maintenance of the new Al-Minya landfill and two transfer stations at Hebron and Tarqumiya, including the

long-haul transfer of waste to from the transfer stations to the landfill.

• O&M contract with a flexible term whereby the private party operates the landfill for a minimum of five

years.

IFC role:

• Conducted a due-diligence on the project.

• Structured the transaction and O&M contract.

• Conducted the bid process.

Project Outcome:

• PPP agreement signed in September 2013 with a Greek Consortium.

• First PPP in the West Bank.

• 840,000 people with improved access to services.

• Reduced greenhouse gas emissions of 13,400 tons of CO2.
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5. Annexes



Some common variations in the PPP structures 

• Greenfield or brownfield: PPPs may be used for completely new asset, or existing assets in need of 

refurbishment / expansion

• Asset ownership: the infrastructure asset may be owned by the public or private party (possibly with a 

transfer to the public party at the end of the contract)

• Services beneficiary: the PPP will either serve end-users directly (e.g., a hospital or a toll-road) or have 

an offtake contract with the government (e.g., a power station or a wastewater plant)

• Public party: it may be the government or a subnational entity (municipality)

• Private party remuneration: can be “user-pay” (the private party collects revenues from end users) or 

“government-pays”, or a mixed of both

• Public party remuneration: in some cases, the public party will be remunerated by the PPP in the form 

of a periodic payment or a portion of the PPP revenues 
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PPPs are a win-win solution, combining the Public and Private Sector goals

Public Party Goals Private Party Goals

Raise private capital to finance 

public infrastructure & services

Introduce private sector 

efficiencies

Increase budgetary certainty

PPP

Provide quality services to end 

users

Generate attractive, risk-weighted 

returns

Find long-term investment 

opportunities

Derive an upside from operational 

overperformance

Operate under a clear regulatory 

framework
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Common concerns about PPPs

Concerns Mitigating Facts

PPP contracts allow the public party to cap / set the tariff

The public party is responsible for regulatory oversight; it sets and imposes 

strict quality standards on the PPP operator

The public party continues to have a key role in all PPP projects’ 

implementation

Adequate safeguards are factored in PPP contracts to ensure end users 

concerns are heard

Models to partner with local industry are very prevalent and build local 

capacity

Tariffs will rise for 

end users

Service quality will 

suffer

Gov. withdrawing 

responsibility

No voice for end-

users

Key sectors 

overtaken by foreign 

companies

PPP make profit from 

social sector

Experience shows that well structured financial incentives can motivate 

operators to realize efficiencies and lower the cost of services
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