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VIEW 
FROM THE 
CENTER

About the Cover:

We are featuring the five (5) 
operational PPP projects in this 
issue. One of them is on the cover, 
the Automatic Fare Collection 
System (AFCS) project or also 
known as the Beep Card, that 
achieved its full system 
acceptance last December 16, 
2015. 

PPP TALK is a semi-annual 
newsletter of the Public-Private 
Partnership Center of the 
Philippines. This newsletter is 
part of the Center’s thrust to 
provide timely, accurate, and 
reliable PPP knowledge and 
information.

The idea of a Public-Private Partnership (PPP) is probably one of the 
most misunderstood concepts in contemporary public governance. It 
is widely considered as nothing more than an alternative procurement 
mechanism for government to deliver the assets that a nation needs 
to function properly, only without as much public funds being spent. 
Many oversimplify a PPP as a solution to a budgeting problem. This 
simplistic view is why scrutiny is rife when it comes to looking at 
PPPs in simple terms of cost to the “public”.

Government builds public infrastructure using public funds, either from 
tax revenue or from external borrowing. In doing this, government 
facilitates the growth of an economy by providing usable assets 
that generate economic activity, effectively redistributing wealth 
across the population in the process. In the traditional framework, 
government is tasked with all the activities that put these things 
together. It plans, funds, builds, operates and maintains such assets. 
What’s missing from that definitive view is that the assets are only 
as good as the service they provide. Operating and maintaining a 
built-up asset is a means to an end. The asset is not the “product” in 
itself, the service output it provides is what is truly important. Many 
developed countries have realized that the problem of infrastructure 
availability is not limited to the issue of acquisition. It is no longer a 
case of whether the asset is physically there, it has become more 
about whether what can be put there can actually be relied upon.

PPP is anchored on the whole idea of procuring “service” rather 
than “asset”. Traditional asset delivery propagates through an entity 
mandated to undertake asset acquisition which is also assumed to 
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have the ability to perform efficient and effective 
service delivery. PPP turns this idea on its head 
because what it effectively aims to do is to separate 
the mandated entity from the performing entity, 
letting the market drive its search for the latter. 

The whole idea of a market-based economy is that 
resources are allocated on the basis of efficiency. 
The party that has the ability to make the most out 
of a resource is the one that will most likely pay the 
highest price for it and therefore win its allocation. 
This is the same principle PPP uses to determine 
who the suitable performance entity will be relative 
to a regulating mandated entity.

There are many variants to possible PPP structures, 
but the principle stated above is what they all 
should have in common. In particular cases for 
public infrastructure, a market-based determination 
of the suitable performing entity is preferred to 
simply leaving the performance duties to mandated 
entities because the market is a much better 
distributor of resource than rudimentary legislation. 
This shouldn’t be a far stretch to the imagination 
given that it is with empirical evidence that private 
firms do perform better under budget constraints. 
Unlike governments, private firms are exposed 
to the full brunt of economic forces and their only 
recourse against risk are superior management, 
innovation and luck whereas government can fall 
back on things like sovereign police power, taxation 
and monetary solutions all of which dull efficiency 
for the sake of continuity. Unlike a government, 
a private firm must prosper or perish given their 
limitations. This is where competitive advantage 
is ultimately born; the fact that it is possible for a 
private firm to “die” it then has to develop a survival 
instinct. This is distinctly different from government-
sponsored performing entities because their 
mandates will not allow them to “die” regardless 
of how poorly they perform. They are players in a 
competitive economy without a market-developed 
survival instinct to muster. 

Another facet of PPP is that a contract with a totally 
separate party makes the other more likely to 

comply. It is quite obvious that having a mandated 
and performing entity as one party means 
recourse relative to the fulfillment of performance 
objectives is dubious. This is because other than 
through public outrage, there is no one to enforce 
discipline directly on one or the other. Having 
distinct mandated and performing entities tied 
to each other with a contract that clearly defines 
deliverables (and penalties) from both sides ensure 
accountability more efficiently because the losses 
to either are distinct from each other. This is the 
fundamental concept of risk allocation.

Then we come to the issue of cost. If we task a 
performing entity to take on risks of capital loss, 
they had better be given the opportunity to fairly 
recover capital and generate gains relative to the 
risk they are putting their resources under. The idea 
of public goods being made to financially benefit 
private interests is fodder for public criticism and 
political grandstanding. But this goes against the 
simplest concept in civilized society: anything of 
true value will cost something. As Robert Heinlein 
famously wrote “there ain’t no such thing as a free 
lunch”. Somebody always has to pay, whether it be 
asset users directly or taxpayers indirectly through 
government. It boils down to what is actually 
wanted: assets or sustainable service outputs with 
quality requirements?

Given all that, PPPs aren’t magic pills that solve 
all the problems in one fell swoop. They are 
inherently complex undertakings that require 
from the mandated entities a clear view of what 
it really wants, a grip on market realities and the 
willingness to accept them. There will always be a 
place for traditional infrastructure procurement and 
government-sponsored performing entities, but 
what should be made clear is that PPP is not simply 
a way to wriggle out of a tight budget situation. It 
is a solution framework for particular infrastructure 
challenges where opportunities exist in the market 
to deliver superior service levels at rational costs. 

This was never going to be easy… or cheap.

View from the Center
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BANNER STORY

The Philippines has been hailed internationally for 
successfully improving and strengthening its own 
Public-Private Partnership (PPP) program. It is now 
a developed PPP market as distinguished by The 
Economist Intelligence Unit 2014 report published 
April 2015. The country’s own PPP institution is 
also deemed center of excellence especially in the 
Southeast Asian region where other countries such as 
Indonesia, Vietnam, Cambodia, Laos and others are 
still developing their own PPP program and firming up 
their own PPP centers. 

Since the Aquino administration set PPP as its flagship 
program in helping address infrastructure gaps in the 

BANNER STORY:
Addressing Infra 
Gap through 
PPPs

country, 12 projects have been awarded. This figure 
exceeded the number of projects accomplished by the 
past three administrations. Today, the commitment of 
the government to ensure that the Filipino people will 
highly benefit from public-private partnership is being 
realized. Five (5) PPP projects are now operational and 
three (3) projects are completed.

Shorter Route, Faster Travel

Commuters going to the south of Metro Manila 
now take a faster route, avoiding traffic and have a 
smoother driving experience with the newly constructed 
Muntinlupa-Cavite Expressway also known as Daang-
Hari SLEx Link Road. This is the first completed PPP 
project of the Aquino administration. The Department of 
Public Works and Highways awarded the PPP contract 
to the private sector partner, the Ayala Corporation. 
During the tendering of this project, over 20 companies 
expressed their interest, a noteworthy milestone for the 
newly structured PPP program.
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BANNER STORY

Building Classrooms, Securing the Future

Schoolchildren in far-flung communities 
especially those who spend their days studying 
under the trees and in open areas due to lack 
of classrooms are now provided the opportunity 
to study in a more conducive learning facilities. 
Under the PPP Program, new school buildings 
with complete facilities were constructed through 
the PPP for School Infrastructure Project 
(PSIP) Phases I and II. This is the first PPP 
social infrastructure project of the Department 
of Education (DepEd). Last December 04, 
2015, the private sector partners, Bright Future 
Educational Facilities, Inc. and Citicore Holdings 
Investment, Inc.- Megawide Construction 
Corporation completed the construction of the 
9, 296 classrooms in Region I, III and IV-A 
for the Phase I. Over 400,000 schoolchildren 
benefit from this PPP project. Meanwhile, for the 
Phase II, there are already 1,690 completed and 
delivered classrooms as of October 31, 2015. 
This PPP project will benefit six regions in the 
Philippines. 
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BANNER STORY

Easy Tap, Smooth Transfer

Different cities in the world have their own rail cards. 
London has an oyster card, the octopus for Hongkong, 
and MRT card for Singapore. Metro Manila now has its 
own beep card. This new contactless card was made 
possible through the first Information Technology (IT) 
PPP project of the Aquino administration, the Automatic 
Fare Collection System that was bid out on December 
17, 2012. The PPP contract was awarded to AF 
Payments.
 
Thousands of MRT 3, LRT 1 and LRT 2 commuters 
can now reload their beep cards through the stations 
and soon in different convenient stores. Because also 

of the new system, queuing time has been cut and 
passengers now experience seamless transfers from 
one rail line to another. Last December 16, 2015, after 
the three-month trial, the tap-and-go unified ticketing 
system achieved its Full System Acceptance (FSA) 
which means that the system passed the standards 
and requirements that have been set. 
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BANNER STORY

Relaxing Departure, Warm Arrival

The Philippines is an archipelago with more than 7,000 
islands. Improving connectivity in the country through 
land, sea and air transportation is urgently needed. To 
address this, the Department of Transportation and 
Communications, bid out and awarded to the private 
sector partner, GMR Infrastructure and Megawide 
Consortium, the Mactan-Cebu International Airport 
(MCIA) Passenger Terminal Building PPP project. 
MCIA is one of the strategic airports in Central Visayas.

Since the private sector partner took over the 
operation and maintenance of the airport in 2014, 
local and international travelers have experienced the 
various changes making their departure and arrival 
in the Queen City of the South a more memorable 
experience. Last October 2015, MCIA was recognized 
by The Guide to Sleeping in Airports as one of the 
best airports in Asia. The modernization efforts and 
construction of the new terminal are just the beginning 
of the realization of the first “airport resort” in the world.
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PROJECT UPDATES

#PhPPPprojects Pipeline
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PPP Forum

With the roll-out of more PPP projects and a bulk 
of others under development that will require larger 
funding and the existing lending regulations of banks, 
the Philippine government is looking for alternative 
ways of financing these massive infrastructure projects 
from accessing the capital market and through the 
issuance of PPP project bonds.

In the second half of 2015, the PPP Center 
spearheaded a series of roundtable discussions (RTD) 
that gathered local and international experts to tackle 
long term financing for the growing number of PPPs in 
the country. The RTDs were organized in partnership 
with the Philippine Stock Exchange, Inc. (PSE) and 
Philippine Securities and Exchange Commission (SEC) 
and with support from the Asian Development Bank 
(ADB).

“We have to find ways and means to develop projects 
that can attract the interest of the private sector not 
only for the operation and maintenance, but also in the 
financing of these future infrastructure PPP projects,” 
PPP Center Executive Director Cosette V. Canilao said.

The forum “Accessing the Philippine Capital Markets 
for PPPs” held in August 2015 explored opportunities in 
the issuance of PPP securities in the local stock market 
and assessed the viability of private sector participants 

in PPP projects tapping the capital markets for 
financing. PSE President and Chief Executive Officer 
Mr. Hans B. Sicat expressed that the stock market can 
play an important role for PPP companies in raising 
capital similar to the experiences in other countries.

Another forum entitled “Creating a Sustainable 
Environment for PPP Project Bonds” was conducted 
in October 2015 that discussed the ideal structure for 
PPP project bonds in the Philippines. Local lenders 
and experts shared the general appetite of the private 
sector for PPP project bonds. The SEC also outlined 
its efforts to encourage PPP bonds as source of PPP 
funding.

In more mature PPP markets, like the UK, project 
bonds are used extensively with pension funds and life 
insurance companies as key players. 

The overall objective of these initiatives is to come up 
with policy recommendations that will pave way for 
appropriate regulatory reforms and framework that 
would facilitate future PPP financing.

Exploring New PPP Financing Frontiers
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CAPDEV Toolkit Presentationn

The PPP Center and World Bank-Water and Sanitation 
Program (WB-WSP) forged a partnership to provide 
local governments with the necessary technical 
assistance and capacity building opportunities that will 
contribute to the development of more local water utility 
projects.

A fruit of this partnership is the PPP Center’s provision 
of technical assistance to the first class municipality of 
Baggao in Cagayan as early as the development stage 
for its project to provide potable piped water supply 
service in the municipality.

The Php 84 million Baggao Water Supply PPP 
project, now under the bidding stage, is expected to 
serve initially the municipality’s 24 barangays with 
an estimated 21,160 population. It is inclusive of 
bulk water source development, transmission and 
distribution to individual household level connections.

The private proponent will finance, design, construct, 
operate and maintain the water supply facilities 
under a Design-Build- Operate-and-Transfer (DBOT) 
contractual arrangement over the 25 years cooperation 
period in accordance with R.A. 7718 or the Philippine 
Build-Operate-Transfer (BOT) Law.

In September 2015, PPP Center and WB-WSP jointly 
initiated a Memorandum of Understanding (MOU) 
enjoining the Local Water Utilities Authority (LWUA), 

National Water Resource Board (NWRB), Philippine 
Association of Water Districts (PAWD), and Department 
of Interior and Local Government (DILG) to harmonize 
interventions and reconcile processes in pursuing  
water PPPs.

Under the MOU, a Technical Working Group composed 
of said agencies will work together towards a focused 
set of training, technical assistance and policy guidance 
to Water Districts (WDs) and Local Government Units 
(Units) in pursuing PPPs in the water and sanitation 
sector.

Moreover, PPP Center and WB-WSP have launched 
knowledge toolkits that will provide standardized set of 
guidelines and templates to facilitate and assist WDs 
and LGUs in structuring PPP projects through the PPP 
procurement process.

The PPP toolkits include a guide to business case 
analysis; model terms of reference for water source 
assessment, feasibility studies and transaction advisory 
services; pre-qualification requirements and instruction 
to bidders; contract management checklist; and generic 
preferred risk allocation matrix for a water supply 
project.

Firming-up the framework for local water PPPs
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PPP Act Update

Proposed amendments

The proposed amendments to the current Build-Operate-
Transfer (BOT) Law is one of the government’s major policy 
initiatives that will help ensure the sustainability of the 
Philippines’ Public-Private Partnership (PPP) Program. The 
PPP Act will ensure that the current credible, transparent 
and accountable procurement processes of PPP projects are 
sustained and will be honored in succeeding administrations. 
It will institutionalize all the improvements the government 
has implemented and further enhance the legal and policy 
environment for private sector participation in infrastructure 
development in the country.

The PPP bill, entitled “An Act Institutionalizing and 
Strengthening Public-Private Partnerships, and Appropriating 
Funds Therefor,” seeks to strengthen the legal framework 
for undertaking public infrastructure projects through PPP 
and to institutionalize the reforms begun in 2010 with the 
implementation of the Philippine PPP Program. 

Among its provisions include exemption from real property 
tax for projects of national significance, the institutionalization 
of the Project Development and Monitoring Facility, and the 
provision of alternative dispute resolution mechanisms in PPP 
contracts.

PPP Act updates

The proposed Public-Private Partnership (PPP) Act has 
reached second reading in the Senate and has been certified 
as an urgent legislative measure by President Aquino. In the 
Senate, the PPP bill began its second reading last December 
15, 2015. Senator Ferdinand Marcos, Jr., chair of the Senate 

Public Works Committee, and co-sponsor Sen. Ralph G. 
Recto gave their sponsorship speeches, with the period of 
interpellation to be held in January 2016.

In the House of Representatives, the Public Works 
Committee submitted the consolidated PPP bill on Monday, 
December 14, 2015 after the House Appropriations 
Committee held a hearing to approve its budget-related 
provisions. The consolidated bill replaced the numerous 
versions filed by House Speaker Feliciano Belmonte, Jr., 
Majority Floor Leader Neptali Gonzales II, Public Works 
Chair Ronald M. Cosalan, Ways and Means Chair Romero S. 
Quimbo, Rep. Romeo M. Acop, and Rep. Jesus N. Sacdalan.

Last December 16, the President certified that the immediate 
enactment of the PPP bill was necessary for the expeditious 
implementation of vital infrastructure projects in order to 
address the urgent needs of calamity-stricken areas and 
sustain the long-term growth of the Philippine economy.

Private Sector Support

In 2015, the Joint Foreign Chambers of the Philippines, 
Makati Business Club and Management Association of the 
Philippines were calling for the swift ratification of the PPP Act 
through a letter sent to Rep. Ronald M. Cosalan, chair of the 
House Public Works Committee.

“We call on government to swiftly enact the amendments to 
the BOT Law that will institutionalize the PPP Center and its 
processes, which we believe will further strengthen our PPP 
framework and prevent hindrances to the implementation of 
critical public projects,” the groups stated.
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Feature Story

Finding the face of justice

The Parole and Probation Administration under 
the Department of Justice defines restorative 
justice as a process through which remorseful 
offenders accept responsibility for their 
misconduct, particularly to their victims and to the 
community. It creates an obligation to make things 
right through the proactive involvement of victims, 
ownership of the offender of the crime and the 
community in search for solutions.

It is participatory in the sense that both the 
wrongdoer and the wronged can bring about a 
positive change by working together to rectify a 
grievous mistake.

But finding the face of restorative justice in a 
cell where inmates sleeping hours are “rationed” 
because there is simply no room to allow 
everybody to sleep all at the same time has been 
called inhumane. With around 23,000 inmates 
crammed in a space meant to house 9,000 
people, the situation is ripe for more crimes 
committed within the confines of the prison.  

Philippine prison by the numbers

In 1940, the Philippine’s biggest state penitentiary, 
the New Bilibid Prison transferred from its old 
site in Mayhalique Estate in Manila to its current 
site in Muntinlupa. Under Commonwealth Act 
No. 67, government took five years to construct 

Inmates serve their sentence behind the highly congested New Bilibid Prison (NBP) which was only meant to house 9,000 inmates. Today, 
there are 23,000 prisoners at the NBP, posing a congestion rate of 134 %. (Picture is courtesy of www.youtube.com)
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the facility, with a total project cost of one million 
pesos. The old prison facility, the Carcel y Presidio 
Correccional, which was established in 25 June 
1865 became the site of the present day Manila 
City Jail. 

In 1940, the 587-hectare New Bilibid Prison (NBP)
securely housed 3,000 inmates. In 2015, there are 
around 23,000 inmates incarcerated in the various 
areas around the NBP or 60 % of the total national 
prison population. The ideal capacity of the NBP 
is 9,000. At this point, it has a congestion rate of 
134%. 

Most of the inmates are those sentenced to more 
than 20 years or up to life imprisonment. Lifers, or 
those serving life imprisonment constitute 70% of 
the prison population of the NBP. 

Modernizing the NBP

With population at the NBP still expected to 
go up, and the escalating security breaches it 
experiences despite regular inspections to filter 
out contrabands, the need to build a modern 
prison facility is urgent.Talks about modernizing 
the NBP has been going on for decades.   

But finally, on February 27, 2015 the Bureau of 
Corrections (BuCor) under the Department of 
Justice (DOJ) published it Invitation to Pre-qualify 
and Bid (ITPB) for the planned Regional Prison 
Facilities through PPP project. The project is 
part of a broader prison modernization program 
that will construct model prison facilities around 
the country with higher security standards and 
practice modern prisoner treatment philosophies 
like reformatory approach aimed at the 
reintegration of prisoners into society.

The modernized NBP will eliminate the problem 
of overpopulation among inmates and ensure a 
more humane life for them--- with the ultimate 

goal of reintegrating qualified inmates into the 
mainstream of society. 

The facility will meet the international standards 
for prisons through the various infrastructures and 
support the ongoing reform program within the 
Bureau of Corrections itself.  

The Regional Prisons Facility

The proposed Regional Prison facility is a 
500-hectare site within the military reservation of 
Fort Magsaysay in General Tinio, Nueva Ecija. It 
will consist of 12 blocks, which can house 26,880 
beds including the prison’s central facilities. It 
has a gross floor area of about 670,000 m² and a 
footprint of about 170 hectares.

The living areas of inmates equal about 6 
m² per inmate and comply with international 
recommendations such as the International 
Committee of the Red Cross.

The minimum and medium security prisoners, 
which comprise most of the prisoners, will 
be accommodated in unit style buildings with 
dormitories. Each unit has four wings with 64 beds 
around an open space. In the space between 
the wings and in the center are various rooms for 
common activities: dining, working, education, and 
visitation.

For maximum and super-maximum security 
prisoners, a special facility is provided in each 
town level unit. This facility has single cells and 
enclosed outdoor areas for airing. The movement 
of inmates in these facilities is restricted.

PPP Structure

Under a public-private partnership scheme, 
the Regional Prison facilities project will be 
implemented under Republic Act 7718 otherwise 
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known as the BOT law using the Build Transfer 
and Maintain (BTM) scheme. The  Project 
Proponent will finance and construct the regional 
prison facility and subsequently maintains it during 
a period of 20 years. Inclusive of the construction 
period (estimated at 3 years), the total length 
of the contract is 23 years. The Proponent is 
remunerated by a performance-based availability 
payment paid by the DOJ, acting as contracting 
authority on behalf of the BuCor, which is the 
off-taker of the project services. The availability 
payment shall be comprised of milestone 
payment(s) and amortization payments for a 
period of 20 years starting from the issuance of 
the Certificate of Final Acceptance.

Even as the private sector partner is tasked to 
build and maintain the prison, BuCor will continue 
to operate the facility, using its own personnel. 
The entire prison complex remains the property 
of the Philippine government and its operations 
remains within the Bucor.  

Under the contract, the private proponent will 
maintain the prison, meaning it will ensure that 
the facilities are kept in good working conditions. 

The private sector partner will make sure that it 
remains truthful to the Key Performance Indicators 
as well as the Minimum Performance Standards 
and Specifications (MPSS) stated in the contract. 

Towards a more humane life

The need to bring back dignity and humanity into 
the lives of the inmates at the NBP remains an 
immediate concern for the Philippine government. 

According to an interview with the Inquirer last 
February 3, 2015, the new BUCOR Chief, retired 
army general Ricardo Rainier Cruz III, said he will 
work towards the implementation of the BuCor 
modernization law. “Painful as it may be, we need 
to bring dramatic changes and improvements on 
the Bureau of Corrections and how it implements 
reforms that will ensure that the Philippine prisons 
system complies with the basic international 
standards at the very least,” he added.
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NEWS IN BRIEF

News in Brief

MPCALA Holdings Incorporated 
turned over check to DPWH for 
the Cavite-Laguna Expressway 

PPP project on July 16, 2015 at the 
Malacañang Palace.

The Metropolitan Waterworks and 
Sewerage System (MWSS) issued 
last December 7, 2015 the Notice 
of Award (NOA) to the consortium 
of San Miguel Corporation (SMC) 

and Korea Water Resources 
Corporation (K Water) for the P24.4 

billion Bulk water supply PPP 
project in the Province of Bulacan.

Development Academy of the 
Philippines is now a Local Capacity 

Building Institution (LCBI) partner 
of PPP Center in providing local 

government units (LGUs) PPP 
trainings.
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News in Brief

Several international and local 
organizations invited PPP Center 
Executive Director Cosette V. 
Canilao to discuss the Philippine 
PPP Program accomplishments 
and ongoing initiatives.

The PPP Center continues to 
accommodate delegations from 
foreign governments to share 
the Philippine experience in PPP 
program implementation.
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News in Brief

The Center continues to capacitate 
implementing agencies and local 
government units through PPP 
orientations, workshops and 
knowledge sharing sessions with 
local and global experts.

Promotions and marketing of PPP projects in the Philippines and abroad are nonstop through various roadshows 
and fora in partnership with development partners and Philippine embassies and consulates in different countries.
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News in Brief

Stakeholders, partners and the 
general public are constantly 
informed on the Philippine PPP 
program and projects through the 
Center’s media engagements and 
communication activities.

Officials of the Center are regularly 
invited to present the country’s PPP 

program at business and finance 
conferences.
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