
PPP TALK
insight. information. innovation
JANUARY - JUNE 2016



VIEW
FROM THE
CENTER
Rina Alzate
Former Director of
Project Development & Monitoring 
Facility Service

Lessons on PDMF Implementation  

Contrary to popular belief, there is no shortage of private sector funding 
for infrastructure development. The private sector maintains that 
availability of private capital is not the challenge, but rather the dearth of 
well-prepared and bankable investment opportunities. 

Cognizant of this constraint, the Government of the Philippines 
established the Project Development and Monitoring Facility (PDMF), a 
project preparation facility for Public-Private Partnership (PPP) projects. 
The PDMF facilitates development of well-prepared and bankable PPP 
projects by engaging experienced and internationally-recognized project 
preparation and transaction support consultants. The PDMF is a revolving 
fund that initially shoulders the cost of consulting services for PPP 
projects. Upon successful PPP tendering, the winning private proponent 
reimburses or pays the actual cost of consulting services plus a fixed 
percentage cost recovery fee. 

Since its creation in September 2010 through President Aquino’s 
Executive Order No. 10 until June 2016, the PDMF has successfully 
facilitated roll-out of PPP projects. Out of the 12 awarded PPP projects, 
nine projects valued at PhP 106.14 Billion or USD 2.35 Billion have been 
developed and successfully tendered with PDMF support.  

The PDMF has also enhanced private sector confidence in the PPP 
Program. The credible pipeline of PPP projects, which are mostly PDMF-
supported, encouraged not only local players but also international 
investors to participate in the PPP tendering process.  

Despite the gains made possible by the PDMF, a number of projects that 
are prepared have yet to be rolled out. Implementation of said PDMF-
supported projects was affected by changes in project design and scope; 
limited absorptive capacity of implementing agencies; delays in project 
implementation; and change in administration, among others. 

There are key lessons learned in the implementation of the PDMF that 
will help enable practitioners to gain insights that can be applied to 
enhance performance of similar project preparation facilities and avoid 
“reinventing the wheel”. 

It is critical that funding for a PPP project preparation facility be 
complemented with a program-based capacity building initiative to 
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strengthen government’s ability to successfully 
develop and implement PPPs, and to pursue 
improvements in the PPP policy, legal, and regulatory 
framework. There is an increased likelihood of 
PDMF-supported projects in the PPP portfolio being 
successfully tendered and implemented if there is 
private sector confidence in the PPP investment 
environment. 

The perceived moral hazard associated with a 
bundled contracting approach (i.e., single contract 
covering conduct of feasibility study, transaction 
structuring, support in obtaining government 
approvals, preparation of bidding documents, 
management of the bidding process, and support 
in obtaining financial close) can be addressed by 
incorporating safety nets such as creation of an entity 
responsible for reviewing consultants’ deliverables 
and establishment of “borders” in the contract. Since 
the consultant or advisor has an inherent commercial 
interest to undertake all tasks, there is a tendency that 
viability will be justified to enable consulting services 
to proceed to next stages. 

Considering that the current performance of the 
consultants is expected to have a significant impact 
on future consulting opportunities, the perceived 
moral hazard posed by having a single contract 
is minimized. Future business opportunities are 
considered important incentives for the firms to align 
behavioral response to the interest of the government 
(i.e., ensure completion of well-structured PPP 
projects). 

Based on experience, adopting a bundled approach  is 
considered better than having multiple contracts in 
terms of timing (consultant selection and completion 
of required consulting tasks is expected to be faster), 
cost (consulting contract value for a bundled contract 
is expected to be lower), contract management (easier 
coordination with the consultant due to single point 
responsibility), and interface risk (multiple contracts 
tend to involve validation of the findings of the 
previous phase). 
 
It is also significant to take note that ownership 
and commitment of implementing agencies (IAs) 
is important in achieving optimal impact of PDMF. 
To facilitate timely and successful tendering of 
PDMF-supported PPP projects,  engagement with all 
concerned decision-makers at the outset, including 
GOCC Board members (if applicable), needs to 
be undertaken. To strengthen IA ownership and 
commitment, consultative or participatory rounds of 

review and revisions are indispensable. 

We also need strong project management capacity 
of the government, particularly in implementing 
agencies, to ensure expeditious project development 
process and successful tendering and implementation 
of PDMF-supported projects. Even if PDMF-funded 
consultants/advisors will conduct pre-investment 
studies, prepare transaction documents and help 
manage the bidding process, inadequate IA capability 
to manage a growing number of PDMF-supported 
projects combined with high staff turnover and 
declining support for the project associated with 
political cycles caused disruptions and created 
considerable inefficiencies in PPP transactions. 
The IAs need to recognize that delivering a few 
good examples of successful PPP projects within a 
reasonable time, rather than focusing on quantity of 
projects, is a more effective strategy to encourage 
private sector interest. 

The drafting of the terms of reference (TOR) is 
also critical to address scope related issues and 
avoid dispute with the consultants/advisors. TOR 
for consulting services should be very clearly 
formulated and that the expectations are properly 
managed.  Those managing or supervising consulting 
assignments are frequently different individuals 
from those who were involved in the development 
of the TOR. The project documents need to be self-
explanatory, as much as possible. 

We also need to recognize the uniqueness of each 
PPP project. Pursuing succeeding phases of a project 
previously supported by PDMF does not necessarily 
mean that less PDMF resources will be needed even 
if there are seemingly minor changes on contract 
mode (e.g., BLT to BT) or technical elements.  Careful 
review of the timeline and cost should  be undertaken 
to ensure adequacy and appropriateness of PDMF 
support. 

Lastly, to foster sustainability given the growing 
demand for support in PPP project preparation, the 
PDMF should only consider high priority projects 
or those which can transcend administrations.  
Otherwise, there is a risk that even those projects with 
ongoing PDMF support may not be pursued due to 
new priorities of the new administration. A change in 
leadership even at the implementing agency level will 
have a significant impact not only on the continuity 
of a PPP project but also on the level of support and 
commitment to the PPP Program. 
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Airports are more than just a business operation. 
These mega structures connect communities for 
personal, business, commercial, and government 
purposes. The Philippines, consisting of more than 
7,000 islands, is operating on 215 airport terminals 
as of 2013. With the booming tourism industry and 
increase in economic activities, the daily air traffic and 
airport congestion continue to rise around the country. 
There are critical infrastructure capacity constraints 
among Philippine airports: limited runway capacity, 
landing slots, terminal spaces, etc. To help address 
these gaps, the government has recognized the 
expansion and improvement of airport infrastructures 
through public-private partnership (PPP).

The country lauds its first large scale airport PPP 
project, the Mactan-Cebu International Airport 
(MCIA) Passenger Terminal Building. The project 
was awarded to GMR Infrastructure and Megawide 
Consortium which is now operating and maintaining 
the Terminal I and currently constructing the new 
passenger terminal building. This project was 
awarded as the Best Transport Deal in Asia-Pacific by 
the Thomson Reuters’ Project Finance International in 
2015. This successful partnership is one of the reasons 
why the government is encouraged to push for more 
airport projects through PPP.

___________________________________________________________________BANNER STORY
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Enroute to progress: The Magic Five

In order to decongest the air traffic around the 
Philippines, there is a need for the expansion and 
upgrading of the country’s airports. The government 
has identified the various regional airports that will be 
improved and developed through PPPs as one of the 
solutions.

In 2014, the National Economic and Development 
Authority (NEDA) Board approved the development, 
operation and maintenance of five regional airports 
PPP project. The government then auctioned off 
these two bundled airport PPP projects under the 
Department of Transportation and Communications 
(DOTC) and Civil Aviation Authority of the Philippines 
(CAAP) for an Operate-Add-and-Transfer structure.

The first bundle is composed of the Php 20.3 billion 
Bacolod-Silay airport and the Php 30.4 billion Iloilo 
airport. The Bacolod-Silay airport is the third largest 
airport in the region. It operates with 22 percent of the 
air passenger traffic in Western Visayas. With its 
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location in Silay, Negros Occidental, it serves as the 
gateway for the Negros Island while the Iloilo airport 
serves the Western Visayas Region. Both airports are 
now operating beyond their capacity.

The second bundle is composed of three regional 
airports. This includes the Laguindingan Airport, 
which costs Php 14.6 billion, that serves as the main 
airport to the cities of Northern Mindanao, such as 
Iligan City, Cagayan de Oro, Misamis Oriental, and 
Lanao del Sur. The New Bohol (Panglao) Airport that 
costs Php 2.3 billion, which will replace the Tagbilaran 
Airport, is currently being constructed through 
the financial and technical assistance of the Japan 
International Cooperation Authority (JICA). The Davao 
Airport, the third busiest in the country, is also part 
of the second bundle with a project cost of Php 40.57 
billion.

Airport PPPs for user benefits

It is crucial for the public and the private sector to 
understand why the Philippine government opted for 
PPP scheme for some of its infrastructure projects, 
including the regional airports. The DOTr and CAAP 
proposed to include a private sector proponent 
to undertake the operations and maintenance of 
these airports in order to increase the efficiency of 
its operations hence, improving the facilities and 
amenities for passengers.

Through a legal framework under the PPP program, 
contractual arrangements between the government 
and its private partner can improve the marketing 
and networking strategy of the airports, which in turn 
would produce net financial benefits to the public and 
the government. 

In the case of the regional airports which are currently 
under procurement, these projects will provide ample 
benefits to the Filipino people. The airport PPPs will 
help increase in passenger flow and capacity, which 
will decongest the main entrance and exit points in 
the country. This will also encourage more tourists to 
visit the areas that are being served by these regional 
airports. 

Once the private partners take over the operations 
and maintenance, the public should expect various 
changes that will provide more efficient services and 
improvements in the check-in counter areas and 
arrival and departure immigration, security screening, 
and health and hygiene facilities. Aside from the 
physical benefits that these projects will generate, 
they will also boost the local economy and open job 
opportunities.
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An airport tells a lot about a country. It speaks of 
a country’s journey to progression. It mirrors the 
vibrancy of its economy. It articulates a people’s 
confidence and spirit. The Mactan-Cebu International 
Airport tells its journey of transformation --- and what 
lies ahead for the millions of people that call the 
Philippines home. 

Stalled speed

Built and made operational in the 1960s, the Mactan-
Cebu International Airport (MCIA) is the Philippines’ 
second busiest airport. It was built to serve 4.5 million 
passengers. It was only in the late 2000 that talks 
about expanding and rehabilitating the aging airport 
was given attention. The plans, however, stayed in 
the drawing board. With the much-needed expansion 
project stalled, Cebu’s international airport was feeling 
the pressure to continue delivering premium service 
to its passengers.   

As tourism grew and travel became more accessible, 
the MCIA now serves 5.6 million passengers. 
Overcrowded and with no room for expansion, 
government looked to PPPs as a viable alternative 
to building and expanding the 50 year old airport. 
MCIA’s stalled speed finally gets a lift. 

Creating Lift and Thrust

In aviation, a plane stays aloft or generates a lift 
because it diverts air downwards through its wings, 
creating an equal and opposite reaction (Newton’s 
law). This lift is paired with a forward thrust that sets 

the plan in motion, keeping it in midair. The same 
could be said about MCIA today. After almost 5 
decades of being at a standstill, MCIA is now pushing 
forward, enjoying a “lift” in terms of expansion and 
improvements in its facilities and operations. 

The thrust came in the form of a public-private 
partnership. 

In 2012, the Department of Transportation and 
Communications (DOTC) made the decision to 
undertake the construction of a new passenger 
terminal for MCIA through a public-private 
partnership scheme. Using the Build-Operate-Transfer 
(BOT) law, it solicited bids from the private sector 
to construct a new world-class passenger terminal 
building that can cater to more than 15 million 
passengers a year. Included in the contractual 
agreement is the operation and maintenance of both 
old and new airport facilities. 

In April 2014, the Mactan-Cebu International 
Airport Authority, an attached agency of the DOTr, 
awarded the 17.5 billion peso to GMR-Megawide 
Cebu Airport Corporation or GMCAC. By November 
of the same year, government handed over the 
operation and management of the MCIA to its 
private partner GMCAC. In June 2015, then President 
Aquino witnessed the ground breaking for the new 
passenger terminal. With the reins of operating and 
maintaining the MCIA handed over to its private 
partner, improvements in both the facilities and in its 
operations were carried out immediately. According 
to GMCAC president Louie Ferrer, the groundbreaking 

FEATURE STORY
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marks the beginning of its expansion activities, 
intensifying their campaign to bring in more changes 
that will greatly improve the experience of the 
passengers. The first order of business was to reduce 
congestion.

Accelerated Performance

“In terms of improvements at the airport, I guess the 
first biggest challenge when we took over the airport 
is the fact that the airport was designed to handle 4.5 
million passengers annually. When we took over, it 
was already handling 5.6 million. So it was already 
beyond its design capacity which meant it was highly 
congested,” explained Andrew Acquaah Harrison 
GMR-Megawide chief executive advisor.

It is the creativity, operational efficiencies and 
technologies that GMCAC brought in that breathes 
new life into the MCIA. To reduce congestion, they 
introduced the country’s first passenger reconciliation 
system from Rockwell Collins, a pioneer in the 
development and deployment of innovative aviation 
and high-integrity solutions. This improved passenger 
flow at security checkpoints, speeding up the 
verification of flight and boarding pass information. 
This allows passengers to check-in online and VeriPax 
will scan their boarding pass code right on their 
mobile phones. 

GMCAC also installed self-service check–in kiosks 
around the airport, which allows passengers to 
check in at their convenience, choose their plane 
seats, and print their boarding pass. Another process 
improvement is the use of expandable counters 
covering 52 check-in counters from the previous 44 
counters during peak hours. The baggage handling 
system was also upgraded and is now 50% longer. 
There are now 4 x-ray lanes, new immigration 
counters, more retail and dining options, an improved 
overall ambiance, designer restrooms, and other 
amenities that make a passenger’s travel pleasant. 

GMCAC also added four new direct international 
flights from Cebu: Xiamen with Xiamen Air; Dubai 
with Emirates; Taipei with Eva Air; and Los Angeles 
with Philippine Airlines. Two years into its role as 
the operator and maintenance provider of the MCIA, 
GMCAC put in a vast amount of work – transforming it 
into the 18th best airport in Asia in 2015. 

The Right Choice

In January 22, 2016, work on the new passenger 
terminal began. The ceremonial pouring of concrete 
signals the start of a two-year construction period --- 
and the start of a complete transformation with eight 
(8) aerobridge-equipped aircraft parking stands 48 
Check-in counters that are expandable to 72 counters. 
As of June 30, 2016 construction on the new passenger 
terminal is already at 23.25% complete. 

The success of the Mactan Cebu International Airport 
speaks clearly of the advantages of PPPs in delivering 
the country’s infrastructure needs. 
Andrew Harrison describes the PPP project as 
commendable. 

“This PPP projects is a most commendable project. 
And I’m saying that because of its transparency, the 
due diligence that was applied by the PPP Center, the 
access to government officials that private investors 
had which all contributed to boosting the level of 
confidence that we as investors had in making the 
choice and decision to invest in the Philippines.” he 
said.

The benefits are clear, valuable and a definite game 
changer for the country. 3,000 jobs will be created 
during its construction.There will be 550 opportunities 
for employment through Concessionaires once 
terminal two is completed. Tourism is expected 
to scale up further, creating more jobs and more 
businesses. Cebu will become a major international 
gateway, bringing with it the promise of a stronger 
economy for the country. 

___________________________________________________________________FEATURE STORY
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The success of the series of roundtable discussions 
on tapping the Philippine capital markets for Public 
Private Partnerships (PPPs) last year paved the way 
for the final round of the PPP forum last April 8, 2016.

The PPP Center in collaboration with International 
Project Finance Association (IPFA), together with 
Securities and Exchange Commission (SEC) and the 
Philippine Stock Exchange, Inc. (PSE) and sponsored 
by Asian Development Bank (ADB) initiated the final 
forum entitled Accessing the Philippine Capital Mar-
kets for PPPs – Innovations in Infrastructure Financing 
at the New World Makati Hotel.

The forum brought together more than 200 partici-
pants composed of private sector, financial institu-
tions, government agencies and other major stake-
holders in the Philippine PPP program to discuss the 
government’s policy proposals, innovative reforms 
and regulatory initiatives aimed at strengthening and 
bolstering Philippine capital markets for PPPs.

The panelists explored PPP equity securities listing 
and PPP project bond issuances: the advantages and 
challenges in using these instruments, the existing 
legal and regulatory framework, and the requirements 

for successful listing and issuance. Applying these 
principles, the current pipeline of PPP projects in the 
Philippines and other jurisdictions will be analyzed as 
candidates for capital market financing.

On May 2016, the PSE released its draft PPP Supple-
mental Listing and Disclosure Rules as its first step 
for the strong support to this initiative. Among the 
salient items in the proposed rules include the easing 
of the track record and operating history require-
ments, requiring that the PPP contract must have at 
least 15 years remaining period of effectivity, setting 
a minimum project cost of Php 5 billion, and requiring 
additional disclosures applicable to PPP companies. 

The PPP Center, for its part, is in the process of finaliz-
ing a policy circular on refinancing for PPPs.  The pol-
icy circular aims to ensure that long-term refinancing 
options are available to the private sector, giving them 
incentives to enter into PPPs. One of its salient points 
is that the refinancing scheme shall not impair the 
contractual commitments in the PPP contract between 
the government and private sector partner. This was 
presented to the PPP Governing Board last June this 
year and is subject for the Board’s approval.

__________________________________________________________________ CAPITAL MARKETS



PUBLIC ENGAGEMENT

PPP Center officials constantly engaged with partners and stakeholders through speaking on various fora and 

public discussions on infrastructure and investments in the country.

NEW PPPC LEADERSHIP

The new Executive Director (ED) of the PPP Center, Atty. Andre C. Palacios, was formally installed on March 8, 
2016 during an oathtaking ceremony with Socioeconomic Planning Secretary and Director General of National 

Economic and Development Authority (NEDA) Emmanuel F. Esguerra and former ED Cosette V. Canilao.

PROJECT MILESTONES

The government, together with the private partners led the conduct of various milestones of PPP 
projects during the first semester of the year.
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FOREIGN GOVERNMENTS STUDY VISITS

Governments from different parts of the world continue to conduct their study visits at the PPP Center to learn 
and gain insights on the implementation of the Philippine PPP Program.

MEDIA ENGAGEMENTS

The Center remains committed in involving the media to inform the public on the developments and gains of 

the country’s PPP program developments..

INTERNATIONAL RECOGNITION

The PPP Center is once again recognized by the United Kingdom-based Partnerships Bulletin as Silver Awardee 
for the 2016 Partnership Awards Best Government PPP Promoter of the Year. 
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