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As Egypt tries to minimize the effects of the global financial meltdown, policymakers concentrate on developing the country’s infrastructure. The development of Egypt’s infrastructure would allow the country to attract foreign investment in a global business environment that could be best described as ‘risky’. This process could be facilitated by applying the public-private partnership (PPP)-model of investment, which would provide the necessary funds for the projects, while allowing for a higher efficiency of the project’s completion. 

In order to allow its members to gain sufficient hands-on experience and knowledge about the newly adopted model of PPPs in Egypt, BEBA organized a roundtable discussion entitled “PPP: The Egyptian Experience” on February 23rd 2010 at the British Embassy’s Ballroom. The panelists of the roundtable, which was moderated by Sara Hinton, Resident Managing Partner at Trowers & Hamlins Egypt, were:
· Atter Ezzat Hannoura, Tendering and Monitoring Manager, Public Private Partnership Central Unit, Ministry of Finance 
· Bahaa El Shafie, Head of Project Finance & Private Equity, NSGB
· Darryl Murphy, Associate Partner, Global Infrastructure, KPMG ,  UK
· Dr. Hani Sarie-Eldin, Founder and Chairman, Sarie El Din & Partners Law Firm
· Heba Abdellatif, Director, Head of Debt Capital Markets, CIB
· Moazzam Mekan, Manager,  IFC Infrastructure Advisory, Dubai
· Timothy John Armsby, Partner, Trowers & Hamlins
After introducing the panellists, Hinton asked Atter Hannoura why the Egypt government decided to apply PPPs in Egypt. Hannoura said that this model provided the following advantages:
· PPPs provided a new source of capital needed for investment.
· This model was important to be able to offer the public better-quality services.

· Also, PPPs were able to create new jobs, which contributed to lowering the unemployment rate.
Hannoura also stated that there were two projects in the pipeline:

· A wastewater project in ‘The 6th of October City’.
· Another project in ‘Abu Rawash’. 
Hannoura stated his belief that PPP projects were going to be crucial tools of developing the infrastructure of various sectors in Egypt. 
Discussing the old law that used to govern PPPs, Hannoura explained that the PPPCU used all of the capacities available in this law to match the transaction. The new law, however, would allow the unit more opportunities in terms of procurement, and would allow for better legal monitoring. The PPPCU aimed, according to Hannoura, at creating regulatory frameworks for the different sectors.
As he was addressing the PPP components, Dr. Hani Sarie-Eldin said that PPP projects in Egypt follow different models, including:
· BOT

· BOOT

· Build, Lease & Transfer.

These models ultimately transformed the funding process to the private sector, according to Dr. Sarie-Eldin. With regards to the reasons behind applying PPPs in Egypt, he explained that these included the following:
· Infrastructure projects that were implemented through PPPs could be very expensive for the government to finance. It could be regarded as some sort of privatization.

· The Egyptian government had pressure on its budget. 
· PPPs assisted the government in implementing its infrastructure plans.
· PPPs allowed for the transfer of technology that could enhance the quality of services.

According to Dr. Sarie-Eldin, the most successful PPP projects were in the power sector. In Egypt, many of the PPP projects were announced, but were not closed. Furthermore, Dr. Sarie-Eldin mentioned that the flows of investment related to PPP projects did not reflect the needs and opportunities available in the market. 
Dr. Sarie-Eldin believed that many of the projects carried out under the PPP model did not have economic or social viability. To explain this point further, he said that even though wastewater has a higher economic/financial viability, schools and hospitals under the PPP-model were initiated before wastewater projects. 
However, on the positive side, he said that the establishment of the PPP Central Unit (PPPCU) was an important step to enhance the process of PPPs in Egypt.
According to Moazzam Mekan, PPP was basically a contractor framework, where the most important aspect was the risk allocation. He also stated that PPPs gave space to the government’s budget, as they avoided the government bearing the risks associated with foreign exchange, in addition to the burden of borrowing from abroad. 
The more important reason for applying the PPP model, according to Mekan, was the fact that the private sector was able to accomplish projects better. PPP projects were more output, rather than input, oriented; the private sector, in that respect, was able to provide output of higher quality.
During his speech, Mekan also clarified that even though the process of executing a PPP project was very expensive for the government, the benefits associated with such projects were mainly related to better-quality services for the public. This was due to the fact that the government did not put aside an amount of money for the maintenance of the projects that it accomplished. However, according to Mekan, in PPP projects, the private sector could maintain the establishment for many years. He also suggested that the government should concentrate on simple and needed project, when it implemented the PPP model, rather than considering the political agenda solely.
From the legal point of view, Timothy Armsby stated that the PPP law was basically procurement related. He believed that even though PPP projects were mainly large projects, it did not mean that other projects were not as important. 
Darryl Murphy believed that PPP projects in Egypt faced financing challenges, and needed to be marketed internationally. Infrastructure global demand, according to Murphy, was huge, and could be largely delivered by PPP projects. However, it should be considered that PPPs were not the only solution to fill this demand-gap. 

Comparing the Egyptian PPP program to the regional ones, Murphy believed that the Egyptian program was very ambitious and that no country in the region had such a developed PPP program like Egypt.

Talking about school projects, Murphy stated that there is a concern of whether contractors could develop this scale of projects or not. Also, Murphy – like the other panellists – agreed that the private sector could assist the government in fulfilling its duty of providing better services for the public. 
According to Bahaa El Shafie, the Central Bank of Egypt had a limit of lending to private companies, which constituted a challenge.
Heba Abdellatif believed that the projects that the PPPCU had in the pipeline were not large projects and could be accommodated by the market. From her point of view, foreign sources of lending are better. Abdellatif also stated that the financing challenges that PPP projects faced were mainly due to the following:

· The fact that PPPs were not well defined.
· There was a resistance to the idea of PPPs in Egypt because it was a new concept in the Egyptian market. 

Talking about the Egyptian banking sector’s ability of financing PPP projects, Abdellatif mentioned that the banking sector was able to finance such projects if the following conditions were satisfied:
· Sufficient studies and business plans for these projects should be generated.
· There should be enough guarantees that the financed parties would commit to the repayment schedule of the loan.
Abdellatif expressed her wish of financing successful PPP projects, such as those accomplished in ‘Abu Rawash’ and ‘Rod El Farag’.  
After the discussion, the floor was opened for questions, and the following points summarize the different comments that the panellists made:
· Egypt should not apply PPP experiences of other countries as they are. Instead, these experiences should be absorbed in order to generate adequate laws that would fit the local market. 
· Bidders provided their bids, after having settled on the bank(s) that would provide the funds. The documents were the items tendered at these bids. The PPPCU responded to the bidders after advising each one-on-one.
· In markets of monopoly, the development of a facility management (FM) system and a structure was crucial. 

· There was a resistance to the PPP model in Egypt, since the model represents a change from the conventional models.

· Political support could strengthen PPPs in Egypt.

· There needed to be a unit of communication to communicate the idea of PPPs among people, to differentiate between the PPP model and privatization, and to market for these projects locally and internationally. One of the important challenges in that respect was the fact that many governmental units have not yet fully comprehended the idea of PPPs. 
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