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Recipe for success in PPP 

haute cuisine – the EBRD 

experience 
Jean-Patrick Marquet, Director, Municipal and Environmental Infrastructure, EBRD and Sue 

Barrett, Director, Transport, EBRD 

With customary limitations on state budgetary funding, PPPs have become necessary funding 

alternatives for infrastructure projects across the EBRD region. Based on the EBRD 

experience to date, a number of key ingredients are necessary for the successful application 

of PPP structures in infrastructure financing. The first part of this article outlines the recipe for 

a successful PPP, while the second part illustrates the concept with practical cases. 

 

Introduction 

As an institution set up to support the transition to a 

market economy in the countries of central and 

eastern Europe and now in the southern and eastern 

Mediterranean region, the EBRD has been actively 

involved in promoting the application of public-

private partnership (PPP) funding structures across 

many sectors, with a strong focus on the use of PPPs 

as a mechanism to support the large-scale sector 

investment needs in all of its countries of operations.  

Having the right ingredients 

While cookbooks may look discouraging, with a 

myriad of base ingredients, spices, tools and utensils 

needed to follow the scripted recipe, a successful 

PPP requires only five major components of a legal, 

institutional and practical nature. 

(i) Legal framework 

To allow a PPP infrastructure programme to be 

implemented successfully, there must be no undue 

legal constraints that would prevent, or make very 

difficult, that successful implementation. The specific 

legal framework requirements are: 

 the legislation under which PPPs are 

prepared needs to be clear and consistent, 

avoiding loopholes and conflicts with other 

legislation 

 flexibility is recommended to allow for a 

tailoring of the approach project-by-project, 

as appropriate 

 the legal framework must be predictable, 

stable and fair 

 there should be a clear regulatory 

environment, especially for tariff-setting, or 

alternatively a clearly defined and 

enforceable contractual revenue stream. 

The above can be achieved either through the 

adoption of a dedicated PPP law or specific sector 

legislation at the national level or development of 

secondary legislation at the regional level. The 

regional legislation approach has been applied 

successfully in Russia, with the government of St 

Petersburg demonstrating how a regional approach 

can complement or, even in certain aspects, improve 

the national legislation. In this respect, the EBRD, 

through its dedicated Legal Transition Team, has 

been working with public authorities across our 

region to provide the necessary support in defining 

the legal base for PPP operations, taking advantage 

of all available options under local law. 

However, a reasonable PPP legal and regulatory 

framework is not enough. The government also 

needs to define and execute a credible strategy 

towards PPPs as well as build the necessary 

institutional capacity (in-house and through advisers) 

to deliver PPPs successfully.  

(ii) Public-side preparation – strategy 

The public side of the PPP transaction must start the 

preparation of any PPP investment well in advance of 

testing private sector interest to ensure that there 

are adequate economic, technical and financial 

reasons for the application of the PPP mechanism. 

The key checklist of preparation goals for the public 

side can be summarised as follows: 

 The project should be feasible, with a sound 

economic basis – preparation of a detailed 



EBRD | Law in transition online Page | 2 

 

economic internal rate of return (EIRR) 

analysis and rigorous cost/benefit analysis is 

a must, as is a positive and acceptable EIRR 

result at the end of the process. 

 The project is to be consistent with the 

government’s development objectives and 

PPP strategy, to validate alignment of 

interests. 

 There is to be a political champion leading 

the effort with the ability to achieve political 

consensus, ideally across-party – too many 

PPPs disappear following government 

changes. 

 The right balance between environmental 

concerns and development needs can be 

demonstrably argued. 

The availability of internal expertise within the public 

institutions in the EBRD region has been limited. The 

biggest success stories in terms of PPP application 

have been in those EBRD countries that appointed 

experienced, well-known international consultants to 

provide comprehensive PPP assistance (for example, 

Albania, Hungary and the Slovak Republic).  

The EBRD has encouraged the use of international 

expertise to ensure that the PPP process in our 

region would meet the expectations of international 

investors. In selected project cases, the EBRD has 

provided extensive hands-on support in the 

organisation of the PPP preparatory work. In the case 

of the Mother Teresa Airport in Tirana, Albania, the 

Bank helped with the advisers’ terms of reference 

and provided comments and guidance on their 

deliverables (introducing the use of “Chinese walls” 

internally to eliminate the conflict of interest in 

subsequent funding of the selected bidder).  

Box 1. A well-designed and executed privatisation: 1in 

the privatisation of Istanbul’s municipally owned 

passenger ferry company in 2011, the EBRD’s ability 

to structure long-term senior debt and a flexible 

junior debt tranche played a critical role in ensuring 

that a suitable financing package would be 

completed for Turkey’s first privatisation in the 

municipal transport sector. Specifically, the Bank’s 

investment enabled the winning private consortium 

to make ferry operations more efficient and help 

commercialise this key municipal service. Given 

Greater Istanbul’s unique geographic layout as a 

sprawling urban agglomeration formed around the 

Bosphorus Strait, the Golden Horn and the northern 

part of the Marmara Sea, the development of a 

commercially oriented, efficient, clean and safe ferry 

system is an essential element of the city’s ability to 

meet its future mobility needs as defined within its 

broader urban transport strategy.  

(iii) Project preparation – specific 

requirements 

To ensure an adequate market response and 

interest, it is vital that the PPP preparation includes 

specific requirements above and beyond the typical 

national legal requirements in the following two 

areas: 

 PPP procurement process – while it is self-

evident that the procedures need to follow 

specific national legislation, it may be 

advisable for the public authorities to 

expand and adjust the PPP procurement 

process so as to meet internationally 

recognised standards of open and 

transparent selection. This is of particular 

importance where project financing is 

expected to come from international 

financial institutions (IFIs) and international 

commercial lenders, as neither will want to 

bear the risk of potential procurement 

challenges. 

 Environmental preparation – 

notwithstanding local environmental and 

social legislation which varies significantly in 

the EBRD region, an internationally attractive 

PPP will need to comply with the “gold 

standard” for environmental and social due 

diligence. This would typically encompass 

the environmental requirements of IFIs. 

Indeed many infrastructure PPPs require 

land acquisition and impact on the quality of 

life of nearby residents (noise, pollution), 

thus significant local opposition and protests 

from residents and civil society organisations 

often ensue. In this respect high standards 

of project preparation and a robust and open 

consultation process to engage with 

stakeholders are key elements to address 

the issues of concern for all parties involved. 

Unless a broad consensus can be 

established, environmental concerns 

negatively affect the appetite of commercial 

and IFI lenders. 

Box. 2. Environmental and social issues: in the 

Pulkovo Airport transaction, the EBRD’s ability to help 

with the design of stakeholder engagement, the 

public consultation process and the environmental 

mitigants was a key determinant making the 

financial close possible. Public consultations were 

carried out in January 2010 and involved three public 

meetings in and around St Petersburg. The exercise 

demonstrated significant interest from the residents 

in the project and its architectural and technical 

characteristics. The main concerns expressed were 

related to potential disruption to flights during 

construction, changes in the composition of the 

workforce potentially associated with the project, 

noise and air pollution. The public consultation 

process allowed the airport concessionaire to 
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develop the necessary mitigation measures to 

ensure broad scale cooperation with the residents of 

the neighbouring districts. It was the first 

consultation of this nature in Russia prepared and 

carried out in accordance with the internationally 

expected standards and was one of the key factors 

which allowed the Pulkovo transaction to close with 

the participation of international lenders.  

The EBRD’s ability to step in, work together with the 

public authorities, their advisers and ultimately the 

preferred bidder, and address environmental and 

social issues has been fundamental in achieving 

successful close, with a particular effort needed in 

countries outside of the EU regulatory framework. 

(iv) PPP units 

Establishment of a dedicated PPP unit within the 

public authority is not a necessary prerequisite for 

success. However, the EBRD’s experience shows that 

effective PPP units have allowed PPP transactions to 

close within a shorter time period and, more 

importantly, to replicate the initial success quickly –   

under the tested PPP model (for example, a series of 

motorway PPPs in Hungary).2   

The PPP units on the public authority side also seem 

to ensure a smoother PPP implementation allowing 

for continuity of expertise and knowledge of the 

complex transaction documentation on the public 

authority side and thus a quick and informative 

response to any implementation issues which might 

arise post-concession agreement signing. 

(v) The core of any PPP: balance of risk 

Beyond legislative and institutional ingredients, it is 

ultimately the practical negotiation of the terms that 

will make a PPP successful. The EBRD’s track record 

shows that behind each successful PPP transaction 

there was a government/public authority that 

understood and accepted the core concept of a PPP: 

a structure where the two parties – public and 

private – take responsibility for the investment risks 

which they are best equipped to handle and mitigate. 

Conversely, all PPPs prepared in a one-sided manner 

where the public side was able to leave the full risk 

profile of the investment on the shoulders of the 

private sector partner failed. A PPP is and has to be 

structured as a true partnership: 

 It is universally acknowledged that in PPP 

transactions the private sector will not 

accept risks which are considered political, 

unless insurance is available at a reasonable 

cost to cover them. Examples of such risks 

would include the exchange rate risk, 

nationalisation/currency expropriation 

restrictions, or changes in law.  

 Other risks are commonly shared in the PPP 

practice such as, among others, 

uninsurability/insurance market risk, 

permits, force majeure consequences or 

inflation risk (through a pre-agreed index 

system). 

Well-balanced PPP: the Apa Nova Bucharest 

concession in Romania was one of the first major 

PPPs in the Bank’s region in the water sector. This 

concession benefits from a well-defined concession 

agreement specifying service levels, but also giving 

incentives to the concessionaire to find efficiency 

savings. Key to this success is the ability to charge 

tariffs which allow a reasonable return to Apa Nova. 

Due to a clear tariff-setting mechanism embedded in 

the concession agreement, Apa Nova was able to 

attain the necessary tariff increases. At the same 

time, the incentive mechanism triggered efficiency 

savings allowing the maintenance of low tariffs 

remaining below the average for other Romanian 

cities.  

 As always the area of most controversy is the 

traffic risk, where the EBRD’s experience 

shows that PPP projects involving traffic 

risks carry a much higher casualty risk. 

Especially in the context of an unproven PPP 

market, it is strongly advisable to start with 

PPP structures which include satisfactory 

traffic risk mitigation provisions (with options 

ranging from the availability payments to 

various forms of revenue support for the 

concessionaire).  

Box 3. Traffic risk: the first attempt by the EBRD to 

encourage PPP application in our region –  the M1-

M15 project in Hungary – had to be nationalised and 

the subsequent M5 PPP project required 

fundamental restructuring. In both cases, the traffic 

risk affected the bankability of the transactions. In 

the case of the M5 transaction the EBRD was able to 

step in to provide intermediate financing to allow for 

the transaction to be restructured on the basis of the 

availability fee structure. The elimination of the traffic 

risk by the application of the availability fee structure 

in subsequent road concessions allowed Hungary to 

develop a successful pipeline of subsequent road 

PPPs. The well-structured R1 motorway PPP in the 

Slovak Republic, based on an availability payment 

mechanism, was able to close in the height of the 

financial crisis in 2009. 
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The proof is in the pudding 

As the case studies below demonstrate, 

infrastructure PPPs in the EBRD region have provided 

a much-needed complementary funding base for 

infrastructure network development in our countries 

of operations. The successful ingredients – in  

different combinations – have been present in all 

projects which reached financial close. PPP financing 

is not yet as widely used in the EBRD region as in 

other parts of the world and thus the EBRD will 

continue its efforts to assist both public and private 

partners in advancing this method of cooperation in 

the infrastructure sector in the future. 

 

Case study: municipal infrastructure 

Turkey: Istanbul Ferries privatisation 

 

Case study: transport 

Slovak Republic: R1 Motorway 

 

Client TASS, a special purpose company, 

established by three Turkish companies 

(Tepe, Akfen, Sera) and the UK’s Souter 

Investments  

Client Granvia, A.S a special purpose vehicle 

owned by Vinci Concessions S.A. and 

Meridiam Infrastructure Fund 

EBRD 

financing 

US$ 150 million  EBRD 

financing 

€250 million 

Type US$ 100 million – long-term senior loan 

US$ 50 million - mid-term junior loan  

Type Senior term loan facility of €1,050 million 

Total project US$ 860 million Total 

project 

€1.3 billion 

Description Financing acquisition of IDO, the world’s 

largest municipal ferry operator, by TASS 

Description Design, construction, financing, operation 

and maintenance of three sections of the 

R1 Expressway  

Impact Demonstration effect of the private 

sector value-added: introduction of new 

demand-driven ticket tariffs, creation of 

new routes and intermodal passenger 

transportation services 

Flexible financing structure with a 

sufficient grace period which allowed the 

sponsors to introduce measures to turn 

around the company 

Introduction of a gender action plan as a 

tool for inclusiveness. 

Impact First concession contract awarded for a 

PPP structure for motorway projects in the 

Slovak Republic 

Supporting the private sector in the 

provision of transportation services 

Introducing the efficiencies of the private 

sector in the provision of large-scale 

infrastructure 

Support of implementation of innovative 

approaches to environmental, health and 

safety issues including wildlife protection, 

stakeholder engagement and effective 

grievance mechanisms. 
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1
 Although legally beyond the PPP scope, but 

economically fairly similar, our example of a 
“privatisation” would be relevant for financing issues.  
2
 The PPP unit in Hungary has now been abandoned 

and has become a loose task force. 
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