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Session 
procedure

Session 4. Government Obligations in 
PPPs: Challenges Ahead 
§ Led by KPPPC, this session discusses the issues of rising 

government obligations derived from PPP projects, 
their implications on debt sustainability, and the ways of 
managing them. 

§ Moderator 
! Mr. Ziad Alexandre Hayek, President, World Association 

of PPP Units & Professionals 

§ Presenters 
! Mr. Talgat Matayev, Chairman, Kazakhstan PPP Center, 

KAZAKHSTAN

! Mr. Zhang Liao, Jumbo International, CHINA

! Mr. Eyup Vural Aydin, Chairman, Istanbul PPP Center of 
Excellence, TURKEY Q&A (3 mins) 



key points

§ I am a practitioner of  Infra-financing and PPP consulting 
for over 20 years. My perspective is a third-party view 
apart from public or private sector

§ To my knowledge, Government obligation is the 
fundamental issue of PPP project if we deem PPPs as a 
long-term legal contract between public and private sector.

§ Government’s basic responsibility in the PPP contract is to 
honor the signed contract, to do what the agreement 
said. Meantime, it’s the most important risk if public 
sector fail to honor the contract, i.e. gov. default, and no 
other judicial remedy mechanism for the counterpart at 
same time.

§ Therefore, successful PPP regulatory regime should 
include the arrangement to contain the government 
obligation risk, and support the confidence of private 
sector



A systemic 
arrangement

There are three pillars to guarantee governmental 
obligation to be performed, establishing  long-term 

sound relationship between gov and private

1. define the PPP contract an equal legal relationship 
between two side, public & private in PPP law and 
policy. Public sector should not be dominating one.

2. make PPP disputes litigable in the civil court or 
arbitration court. This is very important remedy 
approach private sector expect.

3. government side set up a mechanism to control 
fiscal affordability risk, especially over-committed 
PPP liability bore by government



Chinese case:
FAA method

§ FAA, fiscal affordability assessment, is one of three tasks in 
the identification stage of all PPP projects, the other two are 
business case and VFM evaluation

§ Basis rule: there is a requirement that accumulated 
future payment committed by gov for all  PPPs in this 
responsible fiscal entity level is not over 10% of its 
general budget expenditure (fiscal affordability cap, 
FAC)

§ If a PPP’s FAA result show negative, the proposal of a 
specific PPP will be turned down or rejected by finance 
department of government.

§ There is a build-in module of FAA supervise in CPPPC’s 
PPP comprehensive information  platform (used by all-
level governments in China) to make different level 
government to follow this rule. CPPPC play the role of 
administrator  in this regulation system

§ Up to mid-Oct 2020, according to statistics, China have 
9700+ PPPs, total investment is 15 trillion RMB (2,180 
billion USD). As a whole, FAC is a small portion of public 
debts



Thank you!
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