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1 Outline of Reform of 2011

Expansion of PFI applicable facilities (Article 2, etc.)

Establishment of system for private sector proposals
(Article 6)

Disqualifying reasons for PFI operators (Article 9)

Introduction of system for technology related proposals
(Article 10)

Public disclosure of the Implementation Policies outlook
(Article 15)

Introduction of Concession Method (Articles 16~30)
Considerations for dispatch of public officials (Article 78)
Establishment of a PFI Promotion Council (Article 81~84)




2 Aty aARIZDOLNT

D arveyviarvAaHKelE

FAREDEIREITOINHERIC DT, NHEERFDR
BEZAEFERNRELI-FE. A HERFOEEIETRRM
BEEBIZERET HPFIO AR

= Y—ERABARTIE BAFREEXILESEPFI
EXBETOCIMNERREME) OVRIZRET S

2 GConcession Method

(1) Definition of Concession Method

A method of PFI in which a public authority, while keeping
ownership of the facility, grants to a private entity the right to
operate a public facility, etc. collecting usage fees.

= The public authority does NOT procure the service from
the private entity, RATHER the project is operated by the
private entity under its independent/combined accounting

system.

The private entity bears the risk of profit/loss of the
project.
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2 Concession Method (Continued)
Banks !
2. provide debt |
place a mortgage 4 provide | Users
service =T ;
The ownership of 1. grant the The Right to Operate Public Facility etc.
facilities concession right {ihe tarcession dntt)
 dmiristraor of Pubic Facilty etc. | ————— _The Selected Business Operator]
. (The public) sT—1 | he private) ) 5. Collect
3. pay the concession S usage fee
fee '
Note: “The PPP/PFI in Japan ” (15t April 2014) Private Finance Initiative Promotion Office, e
Cabinet Office, Government of Japan
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2 Concession Method (Continued)

@ Definition of Concession Right

Right to operate public facilities, etc. owned by the Administrator, etc. and collect
the usage fee.

* Important ‘Takeaways’
Public Facilities, etc. subject to Concession Right
All public facilities (no limits under the PFI Act)

But, to consider regulations by specific laws (such as the Act on Special
Measurement for Road Maintenance and the Airport Act)

Administrator, etc.
Ownership
The facilities must be owned by the public entity

(Ownership of the site on which the facility is located is NOT necessary.)
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2 Concession Method (Continued)

= Collection of Usage Fees

The Operator will recover the investment by collecting
usage fees.

= Operation, etc.

Operation, maintenance and related plans, including
provision of services for citizens.

But, NOT including Construction.

= New construction of a PFI facility requires combination
with the existing PFI, etc.
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2 Concession Method (Continued)

@ Legal nature of Concession Right
Deemed real right
=  Possible to transfer, be mortgaged or the like
(subject to permission of the Administrator)
Perfection is registration.
Depreciation is available.

* Concession Right is created after completion of the
public facility.
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2 Concession Method (Continued)

@ Consideration of Concession Right

The Administrator can recover the cost of construction of

the public facility from the Operator for the consideration of
Concession Right.

However, the amount, payment method and due date of the
consideration is not stated under the PFI Act.

= Flexible arrangements are possible.
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2 Concession Method (Continued)

® Collection of Usage Fees

A private Operator can receive usage fees as it own
income.

The amount of usage fees can be set by the Operator in
accordance with the Implementation Policies (occasionally
subject to other specific laws).

Notification to the authority is required.
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2 Concession Method (Continued)

® Implementation Agreement for Concession Right
Implementation Agreement is required before operation.
(Only granting Concession Right is not sufficient.)
The statutory terms and conditions are applicable:
= Method of Operation
Measures to deal with possible operational difficulties
Rules to make or disclose the usage rules of the facility

Other matters set out in the cabinet ordinance
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2 Concession Method (Continued)

@ Termination of Concession Right
= Expiration of duration
= Cancellation
Attributable to the Operator
Unavoidable public interest reason
= Abandonment by the Operator
* Forfeiture by the Administrator of the ownership of the facility

=> Compensation is required if (a) unavoidable public interest reason or
(b) forfeiture of the ownership of the facility attributable to the
Administrator.
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2 Concession Method (Continued)

Additional procedures for local governments

Enactment of local ordinances regarding the
Implementation Plan.

Resolution of local parliament required for creation,
transfer or the like of Concession Right (unless a special

provision sets out in the local ordinance does not require such
resolution).

Additionally, relation with the Designated Administrator
system need to be considered.
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3 Outline of Reform of 2013

(1 Background of Reform

The Concession Method and other independent accounting
system model, whereby a private entity bears the risk of the
project, will create a need for new financing models.

= PFI Promotion Corporation of Japan is incorporated as a
PPP Infrastructure Fund and is expected to encourage
investment from the private sector by way of financial support
for Concession Method and other PFI projects (operated by a
private entity under its own independent accounts).

@ Outline of Reform

Incorporation of PFI Promotion Corporation of Japan
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4 PPP Infrastructure Fund

PFI Promotion Corporation
D Activities
= Financing for Concession Method and certain other PFls
Primarily Mezzanine, but standard Equity and Debt also available
Purchasing credits for existing projects also available
= Dispatching experts to and advising PFI Operators
® Funding
= Japanese Government holds 50% or more of shares

* Procurement from private sector by shares, bonds/loans (backed by Japanese
government)

® Governance

For neutrality and equality of operation, governance is secured by creation of
PFI Support Committee, supervision by Japanese government and others.
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4 PPP Infrastructure Fund

Scheme of PFlI Promotion Corporation of Japan

PFI Projects which collect
usage fees from users etc.

Banks

PFl Promotion Corporation of Japan
(Public Private Initiative Infrastructure Fund )

Thi Equity

Government | ppi yen in 2013 he

30bil yen in 2014 Government

Mezzanine]
Equity
Loan

Equity The Private

money Sponsors
The Private

Aunbg n2a ‘

Loan

The government
g_uaranf:ee Equity / Loan
300bil yen in 2013 Equity / Loan
364bil yen in 2014

VT Private Infrastractire ™
The Government L

# Enhancing governance through setting the PFl support committee in the PFIPCJ and supervision by PFl Promotion Office.
#  The PFIPCJ will be closed in circa 15 years (the end of March, 2028)

Note: “The PPP/PFI in Japan ” (15t April 2014) Private Finance Initiative Promotion Office, e
Cabinet Office, Government of Japan
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Thank you for participation!

For further information, please contact:
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TANISASA, Takafumi

T106-6123 Roppongi 6—10—-1, Minato—ku, Tokyo, Mori Tower 23F
TMI Associates

TEL:03-6438-5331 (Direct)

FAX:03-6438-5522

E—mail: ttanisasa@tmi.gr.jp

Website: http://www.tmi.grjp
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