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1. Significance of Promoting the Construction of
Infrastructure Interconnectivity in the Asia-Pacific Region

The global economic recovery is still weak, uneven and
relatively risky

Increasing infrastructure investment is very important
for the Asia-Pacific economy
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2. How Should We Finance Infrastructure
Construction in the Asia-Pacific?

2.1 At present there exists a paradox in Asia-Pacific
infrastructure financing: There is adequate capital
stock, but inadequate supply of financing for

infrastructure.
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2.2 End the Paradox: Asian infrastructure
investment bank: a new mechanism for

infrastructure investment financing in the

Asia-Pacific region
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2.3.1 Asian Infrastructure Investment Bank

AlIB is a regional, intergovernmental,

multilateral Asian development bank.

e,

o e —
B L T IR T

11/8/2014



11/8/2014

R AR K% T H e B

Chongyang Institute Tor Financial Stugies, Renmin Ursversky of China

2.3.2 Asian Infrastructure Investment Bank

China advocates open regionalism
for AlIB to respect

Introduce PPP to realize the
participation of the public and
private sectors

PIEA Ky TRl b F b

Chongyang insbiute for Financial Studies, Renmin.Uriversity of Cina .

2.3.3 Asian Infrastructure Investment Bank

Introduce PPP to realize the
participation of the public and private
sectors
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3. Policy Recommendations

One: The experience of the ancient silk road

Two: Complimentary not competitive

BIAAR K 'ﬁ'mﬁﬁﬁfﬁulﬁ
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Thank you !

Chongyang Institute for Finance Studies

Renmin University of China
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Infrastructure Investment in
China: Review and Reform

Zhao Xijun Renmin University of China
2014-08-13 Beijing

China Investment Overview

Major part of capital formation and
contributor to economic growth

Fast growth

Infrastructure investment is the most
important part of total investment

Including: utility, transportation,
environment protection, research &
technology, education, health care, culture
and social administration
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Fixed Investment in China

year Amount on twemitions) %YoY
2001 3721349 13
2002 43499.91 16.9
2003 55566.61 27.7
2004 70477.4 26.6
2005 88773.6 26
2006 109998.16 239
2007 137323.9 248
2008 1728284 259
2009 224598.8 30
2010 278121.9 238
2011 311485.13 238
2012 374694.74 20.3
2013 447,074.36 19.3

Investment Decomposition

Industries 2012 2011 2010 2009 2008 2007
Agriculture & primary 10, 996, 11 8, 757.82 7,923. 09 6, 801 86 5, 064. 45 3, 403. 50
Mining 13, 300, 87 11, 747. 00 11.000. 95 9, 210,84 7,705, 80 1, BTE. 81
Manufature 124, 550.04 | 7 102,712, 85 B8, 619, 20 T0. 812, 40 56, 702, 36 44, 505,13
irility Tec 0y 14, 629, 76 3, BTG, 2 14, 134, 56 0,997, 20 ), A67. 58
Construction 3,597, 12 2,802, 24 1992, 46 1, 8506. 93 1, 302,25
Transpartation H LA B 8 L, 974 &7 T8 6 1, 154, 01
Information 2, 641,96 2,174. 45 2.454. 49 2,588.95 2, 162, 64 1. 848.00
Wholesale & retail 4, 810. 67 7,439, 42 6,032, 19 0, 132. 81 3, 741, 84 2, 880, 32
Hotel & food 5,153, 47 3, 950, 63 3, 366. 76 2,623.38 1,954, 22 1,619.43
Finance B823.92 (638, 73 189, 38 360, 17 260. 53 157. 56
Real estate 49, 1549, 3) 81, 686 06 64, 877. 29 49, 358,51 40, 441, 82 32, 438. 90
Leasing & service 1. 700. 10 3,382, 82 2,682, 56 2,086, 18 1, 355. 86 944, 54
Bresearch & techrolgy 1.6 T 378, 28 i 1 W50,
i R7. 56 3. 534, 32 0, 154
Service 1, 405, 03 1, 443,27 1, 114 06 K01, 93 522 434, 63
Lducation b B0 13 08 e
Health ca ) ; 3,323 ¢ 118, 48 1. 8586 6 i

ulture £ spor o SRl 35,1619 2,554, 40 2 g%l ER TS 1

sdminisTrarion
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L] L] 0
Investment Decomposition as % of the Total

Industries 2012 2011 2010 2009 2008 2007 2006 2005 2004
Utility 445% | 471% | 62 | 643 | 6oaew | 66w | T | s | g2
Transportation g.a0% | o.08% | 1195k | 11.02% | 9.85% | o.85% | 11.03% | 10.83% | 10.85%
Resaroir s 0.66% | 0.54% | 0.55% | 0.53% | 0.45% | 0.45% | 0.45% | 0.49% | 0.47%
technolgy

Environment 7.0 | 7.87% | 9.86% | s.85% | T.83% | 7.83% | 7.41% | T.0™% | 7.20%
Education Losw | Losw | neos | Lsm | L4aex | Laes | zoe% | 2.40% | 2.87%
Health care o70m | o.75% | o.eax | osas | cers | oem | o7ox | 075y | 0.7
Culture & sport 1. 14% 1. 02% 1.18% 1. 06% 0.92% 0.92% 0. 87% 0.97% 1.10%
Bociall, Lei% | Lew | 2.26% | 2.11% | o.00% | 0.00% | 0.00% | 0.00% [ 0.00%
administration

Investors for infrastructure are diversified

There are different categories of investors, both of
the economy and other economies

Investors of the economy including: SOE,
Collective-owned firms, Cooperatives, Hybrid
firms, Limited liability firms, Share holding firms,
Private-owned firms, Individuals and Other firms
of the economy

Other investors including: investors from Hong
Kong, China, Macao & Chinese Taipei, and
investors from other area of the globe

2014/8/11



Investor Decomposition

Categories 2012 2011 2010 2009 2008 2007 2006
Firms of the economy 353871.73 292.768.30 200,914.40 209,111.00 157.421.40 123.970.04 99,139.90
SOE 96,220.25 £2.494.78 £3,316.50 69,692.50 48,704.89 38,706.35 32.963.39
Collective-owned firms | 11,973.72 10245 11 10,041.90 845296 6,297.28 4,637.44 3,604.12
Cooperatives 1,745 48 1,627.52 1,445.60 1,138.23 1.031.18 874 Fap2:
Hybrid firms 126597 98K 831 66636 645.91 607.56 519.71
Limited liability firms 102,511 84 £6,254.94 70,321.50 53.592.63 42,044.26 33.509.33 26,265.47
Share holding firms 21.484.86 19,023.44 17.203.00 14.092.47 12,052.35 9.655.34 £.174.24
Private-owned firms 91,422.35 71,337.98 60,572,330 46,903.21 35,575.62 27,055.59 19,267.18
Individuats 11L588.67 10,483.23 9,506.70 8.891.72 7,190.80 6,058.67 5,163.87
DIbE freis of the 15,658.55 10.312.66 7.676.00 5.630.96 3879.12 2,865.77 242473
economy
Hong Kong, China,
Macao & Chinese | 10,275.88 9,431.00 £,295.10 7.091.70 6,956.15 599851 4,745.14
‘Faipei
Foreign investars 10.547.13 9,285.90 R,.912.40 R.396.00 8,450.84
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Financing Sources

* The main financing sources for
infrastructure investment are: govrnment
budget, bank loans, self financing, foreign
investment and some other ways

* Self financing plays the most important way
for infrastructrue investment
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Financing Sources Decomposition

2013 2012 201 2010 2009 2008 2007 2006 2005 2004
otal 40967565 | 34598417 | 527924 | 25022070 | 18291529 | 150803.61 | 118.956.99 | 04.590.84 | TASGLER
Govibudger | 2237439 | 1xessen | 1ssadcs | 13oizrs | oresson | o70sa7s | s¥snes |ocetaon | 405429 1 325490
"“"“c:,’z"_’;:‘y so06093 | 5139350 | 4634451 | 4202083 | 30302082 | 2644374 | 2304420 | 1939047 | 16319.01 | 378804
e aandis | ases7s | soeies | oac0aes | ae7 | os3nies | osasaed | 43343 | 3sTes0 | 385K
Self fpny o Y in 2, Tdd6 R 7N T 14 414 a5 RERIELE B ke 41,27
Other sources 71.203.69 5686235 50387 54 45,297.6% 46.102.62 24.694.42

Investment from Gvn't Budget

year amount %YoY % of total
2001 2546.42 20.70 6.84%
2002 3160.96 24,10 7.27%
2003 2687.82 -15.00 4.84%
2004 3255.10 20.0 4.62%
2005 4154.30 27.60 4.68%
2006 4672.00 12.50 4.25%
2007 S857.10 25.40 4.27%
2008 7954.80 35.80 4.60%
2009 12685.70 59.50 5.65%
2010 14677.80 1570 5.28%
2011 14843.29 14.10 4.77%
2012 18954.66 2770 5.06%

2014/8/11



Gvn't Budget by Industries

Industries 2012 2011 2010 2009 2008 2007 2006 2005 2004
Utility 1L116.07 973.64 904 1,059.98 679.82 584.88 381.26 320.72 25315
Transportation 3.940.76 3.413.69 3,403.00 3,162.1% 2.119.43 1.614.36 1.386.73 1.069.53 83045
Rescarch & technolgy 205.75 152.88 165.6 132.7 B1.8 70.3 79.45 86.96 56.48
Envirenment protection | 539581 3.897.73 3,272.30 2.879.85 1,895.17 1,264.34 942.72 773.74 607.47
Education 1,148.23 838 793.1 703.61 362.21 275.77 218.15 183.55 157.3
Health care 450.75 390.11 412 364.54 135.92 81.49 83.26 70,11 51.88
Social Security 44.95 34.29 224 13.29 4.1 3.26 1.93 2.64 103
Culture 45185 36838 326.6 26134 201.5 17659 115.22 79.35 58.64
Sacial management 1,30505 | 1,369.62 | L1748.70 921.84 798.2 637.74 590.57 574.27 462.94

Bank Loans

year amount % YoY % of total
2001 7239.79 7.60 19.45%
2002 8859.07 22.40 20.37%
2003 12044.36 36.00 21.68%
2004 13788.00 14.40 19.56%
2005 16319.00 18.40 18.38%
2006 19590.47 20.00 17.81%
2007 23044.20 17.60 16.78%
2008 26443.70 14.80 15.30%
2009 39302.80 48.60 17.50%
2010 4725800 20.20 16.99%
2011 46344.51 5.30 14.88%
2012 51593.50 11.30 13.77%

2014/8/11



Bank Loans by Industries

Industries 2012 2011 2010 2009 2008 2007 2006 2005 2004
Utllity 469552 | 484090 | 4889.10 | 475907 | 412074 | 2367090 | 387376 | 3130.02 | 237259
Transpartation 9211.90 8967.58 10206.60 807177 5139.07 3979.29 334913 2759.49 2369.57
Research & technolgy 195.04 15169 92.00 53.74 69.24 39.26 30.09 27.35 17.34
| Environment protection | 361147 | 351429 | 447790 | 365136 | 1oNsA7 | 17381 | 166692 | 141191 | 120078
Education 31186 302.98 441.00 404.57 277.82 288.11 372.91 8121 389.65
Health care 171.96 219,44 192.40 149.18 78.49 87.64 8548 71.86 56.65
Social Security 12.43 13.33 2.50 6.77 .62 0.72 4.35 0.3s 0.01
Culture 31188 252.03 229.80 17331 BB.52 94.37 99.11 85.55 57.59
Social management 220.96 159.63 270.20 189.98 150.75 79.96 102.03 86.80 144.25
Self Financing

year amount %YoY % of total

2001 19903.12 15.20 53.48%

2002 22813.69 14.60 52.45%

2003 31449.82 37.90 56.60%

2004 41272.60 31.20 58.56%

2005 55105.80 33.50 62.07%

2006 710176.45 29.00 64.62%

2007 91373.20 28.60 66.54%

2008 118510.40 29.70 68.57%

2009 153514.80 29.50 68.35%

2010 197099.20 28.40 70.87%

2011 229346.84 28.30 73.63%

( 2012 27779236 21.10 74, 14%
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Self Financing by Industries

Industries 2012 2011 2010 2009 2008 2007 2006 2005 2004
Utility 10556.93 | 8767.07 | 792900 | 677879 | s:02.02 | 42591 | 365523 | mses | 241nm
Transportation 1451333 | 12635.06 | 11489.20 | 940286 | 6949.86 | 551556 | 488545 | 387219 | 208001
Hegeakehix: 2084.40 | 136339 | 101310 | 877.07 537.59 37824 292.17 285.38 198.24

technolgy
e “;:J::::on 17791.69 | 1485688 | 1283820 | 9749.69 | 685339 | s3151 | 406148 | 329860 | 250143
Education 2836.62 | 249246 | 225280 | 195828 | 159577 | 148000 | 134835 | 125343 | 1056.60
Health care 1914.45 1673.62 1318.40 1134.14 810.M £77.79 489.94 406.29 303.20
Social Security 147.76 118.60 73,90 3591 9.89 526 6.59 629 207
Culture 3455.01 2455.60 1951.80 1499.06 1076.24 813.28 548,78 455.54 35117
Social management 3938.02 3664.24 3094.60 251230 1954.73 1667.26 1581.72 1393.51 1179.23

Foreign Investment

year amount % YoY % of total
2001 1730.73 2.00 4.65%
2002 2084.98 20.50 4.79%
2003 2599.35 24.70 4.68%
2004 3285.70 26.40 4.66%
2005 3978.80 21.10 4.48%
2006 4334.31 8.90 3.94%
2007 513270 18.40 3.74%
2008 5311.90 3.50 307%
2009 4623.70 -13.00 2.06%
2010 4986.80 7.90 1.79%
2om 5061.99 7.60 1.63%
2012 4468.78 -11.70 1.19%

2014/8/11



Foreign Investment by Industries

Industries 2012 2011 2010 2009 2008 2007 2006 2005 2004
Utility 99. 82 151,45 | 156.30 | 10%.20 | 1122 | 128.32 | 12054 | 17234 | 224.48
‘Transportation Me.70 | 20153 | 156.10 | 203.70 | 221.41 | Z213.68 | 294.55 | 212,14 | 180.00
Résearch &, 29,76 29.15 12,80 12.47 9.09 8.84 10,25 10.51 10.13

techmolgy
Envirbamer 79. 47 104. 74 87. 60 79. 74 78. 90 87.13 71.68 67.96 41,99
protection
Education 47,37 27.20 14.00 8.46 8.99 12.50 15.38 15.51 9. 40
Health care 6. 69 12.93 7. 80 18.64 6.58 4.64 5.35 8.03 7.10
Social Security 6. 48 0. 00 1. 00 0.01
Culture 50, 76 6. 26 3170 17.79 21. 47 21.47 18. 23 15.71 11.23
Social management | 17,80 14. 56 7.10 6.43 7.15 7.33 10.05 13.34 11,59

Other Finance Sources

year amount %YoY % of total
2001 6566.92 23.70 17.65%
2002 8128.22 23.80 18.69%
2003 9834.94 2100 17.70%
2004 12963.70 22.00 18.39%
2005 15033.00 16.00 16.93%
2006 19283.75 28.30 17.53%
2007 25396.40 31.70 18.49%
2008 24694.40 280 14.29%
2009 40102.60 62.40 17.86%
2010 46942.40 17.10 16.88%
2011 50387.54 11.20 16.18%
2012 56862.35 12.90 15.18%

2014/8/11



Other Finance by Industries

Industries 2012 2011 2010 2009 2008 2007 2006 2005 2004
Utidity 730 727.47 111500 | 97193 595.39 544.33 540.82 44339 38232
Transportation 262625 | 2637.01 | 209830 | 215697 | 138578 | 101775 | 95975 514.54 42030
Reneareh & 85.52 85.12 58.20 55.44 45.94 55.60 43.64 44.57 36.62

technolgy
R st 283651 | 229019 | 231520 | 150899 | 104005 | 887.88 | 61401 | 00.85 | 40275
protection
Education 316,78 294.44 333.30 269.14 158.19 180.53 183.69 179.36 142.95
Health care 139.30 157.23 150.50 136.89 63.55 5519 48.26 38.09 356
Social Security 13.28 19.60 16.10 9.97 219 263 5.24 1.00 1,80
Culture 255.02 223.94 179.40 182.33 11429 91.47 64.06 72.78 4511
Social management 53167 52538 477.00 450,40 359.05 361.10 377.77 33847 32582

Challenges

* New urbanization, new industrilization,
mordenization of traditionnal agriculture

* Huge investment needed in infrastructure

e Current financing sources are too narrow and too
limited to satisfied the demande

* The major way of financing is still limited to
selfinancing and bank loans

* Lack of institutional and market way to mobilize

funds into infrastructure investment

2014/8/11
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Reform and Innovation

Reform of financial market: to let the market play more
important role

Direct financing should be enhanced and created: bond
market, paper and note market, collctive pooling

instruments, stock market, securitization instrument, etc.

New institutional framework should be created: such as
PPP

To increase the stability in infrastructure financing

To cut the flactuations caused by selffinancing and
economic cycles

Thank You

2014/8/11
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Facilitate Infrastructure Development
through PPP
-Work under the APEC FMP

Lu Xia
International Department
Ministry of Finance, China

Outline

* Work on Infrastructure PPP under the APEC
FMP in 2014

~-background

--meeting activities

--potential deliverables
* Key Findings
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Work on Infrastructure PPP under the
APEC FMP in 2014

* [nfrastructure development has long been an
important topic under the APEC FMP.

* Last year the Multi-Year Plan on Infrastructure
Development and Investment (MYPIDI) was endorsed.

* China MOF identified infrastructure investment and

financing especially PPP modality as a key thematic
topic for APEC FMP 2014.

Meeting Activities

A series of meetings have been held:
* Official Meetings

-APEC Finance Deputies Meeting in February
—-APEC Senior Finance Officials Meeting in May
* Two PPP Panel Meetings
* Two Infrastructure Seminars
-Public Sector’s Role in PPP Modality

-Mobilizing Long-term and Stable Financing for
Infrastructure Development

4
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Potential Deliverables

* Showcase successful PPP projects in infrastructure
* Formulate an implementation roadmap

* Strengthen capacity building and networking of PPP
Centers

Key Findings

* Creating an enabling environment
--PPPs are more complex

--A consistent and predictable environment is a
cornerstone

* Ensuring value-for-money and bankability
--Not all projects are suitable for PPP
A project screening process needs to be in place




Key Findings (cont’d)

* Properly allocating risks
--Basic principle
~Transparent and competitive process as discovering
mechanism

* Strengthening institutional capacity
-Government plays a leading role in PPP
~Set up PPP center/unit in government

* Considering differences of APEC economies

7

Thank You!
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1. Overview of implementation PPP program in Vietnam A

Vietnam’s infrastructure investment demand

Average annual

.ﬂ“ infrastructure

Average annual
infrastructure

investment demand:

investment supply:

~USD 8 billion ~ USD 40 billion

Shortage of funds

Negative impact on socio-economic development

Barrier to growth and FDI environment

1. Overview of PPP program implementation in Vietnam

» Current legal framework:

~1Decree No.108/2009/ND-CP guiding the 1mplementat10n
of BOT, BTO, BT

UDecision  No.71/2010/QD-TTg  promulgating  the
regulation on pilot investment in the form of public —
private partnership

s

i
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1. Overview of BOT implementation in Vietnam

» Decree No.108/2009/ND-CP:
_About 300 projects implemented
_1Only 10 projects with FDI, mainly power

_In transportation: mainly national players

1. Overview of PPP implementation in Vietnam

» Decision No.71/2010/QD-TTg:
1. Although seen as priority, no PPP projects come to financial close yet, only those i
in preparation;

13

. The PPP Steering Committee is chaired by a Deputy Prime Minister, with members
from relevant Ministries and agencies which demonstrates Viet Nam’s high-level
political will and strong determination to build confidence among investors and
financial organizations;

. The PDF is ready for project preparation; the VGF is planned to enhance project
bankability and risks will be shared between the government and the private
partners;

. Supports by donor community: ADB, WB, AFD, DFID, JICA, ctc.
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1. Overview of PPP program implementation in Vietnam
- Difficulties and Challenges -

1. Legal framework: So far Vietnam hasn't had PPP Law like some other
economies; and Vietnam also lacks regulatory documents to provide guidance for
PPP implementation.

2. PPP staff capacity: Staff for PPP implementation have not been trained of PPP
knowledge and not acquired practical experiences with PPP model.

3. Financing issue: Vietnam's public investment sources are reduced, which may
affect the allocation of state portion in PPP projects.

1. Overview of PPP program implementation in Vietnam'

- Solutions and Action plan -
To resolve difficulties and speed up the PPP program in the coming time, main
actions to be taken by PPP Steering Committee include the following:
1. Complete the PPP Decree

2. Screen and select projects for PPP implementation with priority given to highly
bankable candidates;

3. Allocate US$1 bil. from the central government budget for PPP selected
projects in the period 2013-2015;

4. Build capacity for staffs and officials who dircctly implement PPP tasks in
central and local government agencies;

5. Make effective use of funding from donnors, international financial organizations
for implementation of PPP program in Vietnam.
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2. Orientation to implement the PPP program in the future :
Consolidated Decree

» Consolidate Decree 108 and Decision 71 into one Decree to ensure the
consistency and efficiency of policies to attract investment in the PPP form.

1 Forms of the project contracts will consist of BOT, BTO, BT and other
forms of contracts involving the participation of the State and the private
sector.

1 Prescribe objectives, principles, conditions and fields for implementation
of PPP projects.

) Prescribe the State participation portion, conditions, procedures and
management mechanism of State capital in PPP projects.

.1 Project preparation: clarify standards and procedures for project selection;
process of making, announcing the project list; making, appraisal and
approval of the FS, Pre-FS for consistency with the nature and
requirements of PPP projects with the new approach

2. Orientation to implement the PPP program in the futurél :
Consolidated Decree '

21 Synchronize regulations on selection of investors with corresponding contents
of the Draft Law on Procurement (Amendment) :

- International bidding
- Forms of selection (Open bidding, designating an investor )
- Process of selection

- Form of contract

1 Procedure of examination and issuance of Investment Certificate, establishment
of Project enterprise and implementation of project: towards strengthening the
inspection and supervision, increase accountability of authorized State Agencies
in the whole process of project implementation .
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2. Orientation to implement the PPP program in the future
Consolidated Decree (an update 1)

# Target is to mobilize private investment, especially FDIL in infrastructure
v

b Areas of doing PPPare those within the Government’s obligation to provide
for its citizen

#  Encourage project proposal and project preparation from the private investors

» Competitive investor selection will only take place when there are two or more
interested investors

R

2. Orientation to implement the PPP program in the future
Consolidated Decree (an update 2)

¥ Make pricing/tolling schedule transparent to save time in negotiation
¥ The government Decree should be a framework specifving principles in
different sectors, under it there will be ministerial circulars for those specific

sectors

& Strong decentralization of PPP implementation

A wholy new chapter which state obligations of the Government in PPP project,
cg no change in master plan. different types of guarantee

- Pay full attention to provisions on dispute resolution
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3. Brief on Proposed PPP Projects

» Number of proposal projects: 298

» Total of Est. Capex: 982.266 bil. VND (=47 bil. {/’SD).v
» Proposal projects from ministries: 55

» Proposal projects from provinces: 243

3. Brief on Proposed PPP Projects

Potential sectors:

B | Transportation: 90 projects;

m - Environment: 44 projects;

5 Agriculture and Aquaculture: 39
projects;

B Water supply: 35 projects;

M - Infrastructure of economic and
industrial zone: 18 projects:

B . Other sectors: Energy, health.
information technology...
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THANK YOU!

PPP Office — Public Procurement Agency - MPI
Ms. Nguyen Van Huong
Email: nguyenvanhuong@mpi.gov.vn







