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Description: A lack of fiscal space has held back the ability of the public sector to build new and maintain existing 
infrastructure to cope with the Philippines’ demographic and geographic challenges. In response, the government 
announced its intention to increase public infrastructure investment to 5% of gross domestic product (GDP) by 2016 to 
bring the Philippines on par with the region in terms of infrastructure investment. As a result, the pipeline of  
public-private partnership (PPP) projects grew from 11 projects in November 2010 to 51 in January 2014. At that time, 
8 projects had been awarded with a total estimated investment of $3.4 billion. Six PPP projects were in the bidding 
stage ($3.4 billion), and another four projects were undergoing final review and approvals ($1.4 billion). In addition,  
20 projects were under preparation and another 13 were undergoing a preliminary evaluation for suitability. Given the 
emergence of such a robust pipeline of complex projects within a relatively short timeframe, concerns started to emerge 
over the sustainability of the country’s PPP program. To address these concerns, the government requested TA to 
strengthen the National Economic Development Agency’s (NEDA) capacity to appraise PPP projects using on-the-job 
advisory support on. In addition, the government requested support to strengthen the capacity of the Department of 
Finance (DOF) to better manage the associated contingent liabilities arising from PPP projects. 
 
Expected Impact, Outcome, and Outputs: The TA’s impact was increased and fiscally sustainable infrastructure 
investments through PPPs. The outcome was improved government appraisal and sustainable management of PPP 
projects. There were three outputs: strengthening the government’s (i) capacity in PPP project appraisal; (ii) capacity 
in management of contingent liabilities arising from PPP projects; and (iii) institutional framework for PPP fiscal cost 
management. NEDA and the DOF were the executing agencies. No implementing agencies were named. Output 1 
was focused exclusively on NEDA, while outputs 2 and 3 focused on the DOF. There were three impact targets:  
(i) gross value of private construction increases by at least 5% annually; (ii) private sector’s investment commitment in 
infrastructure increases by at least 5% annually; and (iii) fiscal deficit maintained at 2% of GDP. The outcome also had 
three performance targets: (i) at least five PPP projects (except in telecommunications) which have benefitted from TA 
support, have been competitively bid out; (ii) government expenditures on contingent liabilities arising from PPP 
projects do not exceed amounts authorized in the budget; and (iii) sovereign credit rating unaffected by an increased 
portfolio of PPP projects.  
 
Under output 1, at least five PPP projects were to be appraised every year by NEDA for submission to the Investment 
Coordination Committee (ICC). In addition, value analysis was to be tested in at least two PPP projects. Under output 
2, all Debt and Risk Management Office and other DOF staff were to be trained on contingent liability valuation. 
Contingent liability valuation would also be conducted annually by the Bureau of the Treasury (BTr) for at least eight 
PPP projects. Finally, the BTr will submit proposals for contingent liability funding authorization as part of budgeting 
process. Output 3 contained a large number of performance targets: (i) the contingent liability monitoring group issues 
its first annual report on PPP contingent liabilities; (ii) the joint ICC–Development Budget Coordination Committee 
(DBCC) resolution is issued covering contingent liability management plans; (iii) fiscal risk statements reflect aggregate 
estimation of contingent liabilities arising from PPPs; (iv) contingent liability valuation and reporting training conducted 
for at least 30 staff of five major line departments’ PPP unit; (v) a proposal is submitted to the DBCC on fiscal rules 
related to PPPs; and (vi) proposals are submitted to government to incorporate PPPs in debt sustainability 
assessments. Given the increasing focus on PPP as a financing modality, and the innovative mix of live evaluation and 
capacity development, the TA was considered highly relevant. The terms of reference were fully consistent with the 
objectives of the TA and provided adequate guidance to the experts during implementation.  
 
Delivery of Inputs and Conduct of Activities: The TA originally called for the engagement of two consulting firms: 
one firm to deliver output 1, and a second firm to deliver outputs 2 and 3. The firms were to be engaged under indefinite 
delivery contracts for 1.5 years. The estimated budget for output 1 was $1.04 million for 20 person-months of 
international and 20 person-months of national consultant inputs. The estimated budget for outputs 2 and 3 was  
$0.96 million for 19 person-months of international and 17 person-months of national consultant inputs.a During 
implementation, a single firm was retained to deliver all outputs. Under output 1, a total of 22.8 person-months of 
international and 5.5 person-months of national consulting were utilized. Under outputs 2 and 3, a total of 64 person-
months of international and 5.6 person-months of national consulting were used. Overall, international consultants 
were allotted approximately $1.6 million, exceeding the original budget of $1.1 million, while national consultants were 



 

allotted approximately $60,000, well under the original budget of $545,000. Two minor changes in implementation were 
approved. The first, dated in 2015, extended the term of the TA by 12 months and re-allocated funding to the 
international consultants to provide more ad hoc policy advisory on live proposed projects.b The second minor change, 
approved in 2017, extended the TA by an additional 6 months and provided for additional activities including providing 
training on financial analysis, risk assessment, and value for money.c The changes strengthened the outputs with 
neither having a detrimental effect on the TA. The DMF was not modified due to the limited scope of the changes. 
 
Under output 1, the firm provided a mix of direct advisory and capacity development to NEDA. A total of 10 live projects 
were evaluated, and a variety of training was provided covering value for money, economic benefits, value analysis, 
and unsolicited proposals. Three workshops were held that included NEDA staff, as well as relevant central and line 
agencies. Two of the workshops covered the above noted training subjects, while the remaining two workshops 
covered project screening and analysis, and project bankability from the perspective of the private sector. Discussion 
notes were provided to identify common issues noted in the case studies. Finally, the firm provided draft procedures 
and guidance for the ICC to inform their evaluation of infrastructure projects, including unsolicited proposals and PPP’s. 
Under outputs 2 and 3, the firm produced all key deliverables. First, the firm validated that contingent liabilities were 
not being properly monitored. Under the TA, the firm designed a contingent liability fund with an appropriate governance 
and legal structure to ensure the government promptly paid its realized contingent liabilities. In addition, the firm 
developed a contingent liability fund valuation model to provide estimates of the required size of the fund. Finally, the 
firm suggested inter-agency incentives to reduce the moral hazard arising from paying the contingent liabilities arising 
from agency or local government unit PPP’s. The firm drafted revisions to Section 24 of the proposed PPP Act, and 
developed associated implementing regulations to institutionalize the contingent liability fund. A number of ancillary 
briefing notes and presentations were completed including: (i) presentations to congress; (ii) briefing to incoming 
government officials; (iii) a detailed assessment of Philippines “at risk” projects; (iv) best practices on termination 
payments; (v) recourse provisions; and (vi) a treasury managed fund case study. The executing agencies were strongly 
satisfied with the inputs. The nature of the engagement did not lend itself to visibility for the Government of Japan. 
Publishing live reviews of proposed PPP projects would have politicized the outcomes. Nevertheless, workshops were 
conducted under joint ADB/ Japan Fund for Poverty Reduction logos. No project management issues were noted, and 
the government found the engagement to be useful and timely. As such, the performance of the ADB, executing and 
implementing agencies is considered satisfactory. The consultant was rated excellent. 
 
Evaluation of Outputs and Achievement of Outcome: The TA is considered effective. Two of three impact targets 
were achieved, and all outcome indicators were achieved. Within the outputs, 8 of 11 performance targets were 
achieved. Moreover, the TA significantly improved the ability of the government to evaluate PPP projects and 
infrastructure in general. Specifically, impact targets were achieved as follows: (i) gross value of private construction 
(constant prices) increased by an average of 9.25% from 2012 to 2016 (more recent data is not available); and (ii) the 
fiscal deficit remained at 2.4% of GDP in 2016, virtually unchanged from 2.3% in 2010. However, the third impact target 
– private sector investment in infrastructure – could not be evaluated due to a lack of data. The outcome was largely 
achieved. At least five PPP projects (except in telecommunications) benefitted from TA support and have been 
competitively bid out. Contingent liability payments have been well within the proposed ₱30 billion contingent liability 
fund, and the Philippines sovereign credit rating was upgraded by 2 of the 3 major international credit ratings agencies 
over the TA implementation period.  
 
Under output one, all targets have been met or exceeded. NEDA approved contracts for at least six PPP projects, with 
a total investment of $1.5 billion, and reviewed an additional 10 feasibility studies for new PPP projects which included 
testing of the value analysis. Under output two, 2 out of 3 performance targets have been achieved. The BTr now 
coordinates with the PPP Center and conducts annual contingent liability valuation on all PPP projects. In addition, the 
BTr submits an annual request for a $30 million appropriation to the contingent liability fund, although actual 
appropriations by congress tend to be lower. However, the target for training was not met as only three Debt and Risk 
Management Office staff joined the Technical Working Group (TWG) for training on contingent liability valuation – 
which is less than the indeterminate target. Under output three, 4 out of 6 performance targets have been achieved. 
The TWG provides a disclosure covering contingent liabilities to be included in the annual fiscal risks statement which 
accurately reflect the level of contingent liabilities arising from PPPs. The DBCC has issued two resolutions covering 
contingent liabilities: (i) a resolution creating the TWG; and (ii) a resolution adopting the implementing rules for the Risk 
Management Program (2017). However, training on contingent liabilities again fell short of expectations and was 
focused only on BTr, DOF, and the TWG. Line agencies did not attend as they had not yet established their own PPP 
units. Finally, the implementing rules and regulations for the Risk Management Program were submitted to the DBCC, 
but proposals have not been submitted to the government to formally incorporate PPPs in the debt sustainability 
assessment.  
 
The TA was also considered efficient. Budget utilization was largely in line with original expectations as modified by 
the government’s request to focus more on the evaluation of live projects as opposed to purely technical capacity 



 

development. The TA required two extensions. However, by the second, fund utilization was very high, and the 
additional time was needed to simply align stakeholder schedules for comprehensive debrief sessions.  
 
Overall Assessment and Rating: The TA is considered successful. The scope and focus on the TA are considered 
highly relevant and very timely given the government’s increasing focus on infrastructure and PPP, and the rapidly 
expanding project pipeline. As an innovative feature, the experts evaluated live proposals alongside government staff 
and then incorporated the lessons learned into the training modules and written deliverables. Impact, outcome, and 
output indicators were largely achieved, justifying a rating of effective. Fund usage, implementation timelines, and an 
absence of administrative issues justify a rating of efficient. Moreover, the TA provided very real and tangible benefits. 
Key agencies within the government were provided with a formal and systematic means of evaluating not just PPP 
projects, but all infrastructure projects. In addition, the deliverables included a formal system to identify, measure, 
monitor, and control contingent liabilities. While these deliverables were largely adopted, the TA is only considered 
likely sustainable. First, the rationale behind a contingent liability fund is to ensure the government pays its contingent 
liabilities when due. However, congress has yet to pass the proposed PPP Law which would allow a revolving 
contingent liability fund which could be actively managed. Budget appropriations to the contingent liability fund 
continue, but on an annual basis and subject to reduction based on competing priorities. In addition, the current 
government has been emphasizing bilateral and government funded modalities for infrastructure and has been relying 
on hybrid PPP modalities to manage green field projects. While this prioritization has begun to recognize the 
importance of, and need for traditional PPP projects, the transition is still a work in progress. 
 
Major Lessons: The TA paper provided much needed advisory support to the government at a key time in the 
development of its infrastructure addenda. The TA was highly relevant and well-designed. Cross-department and 
sector coordination and cooperation were keys to the success of the project and were largely provided. Moreover, the 
TA paper correctly noted the government’s continuing political support to the PPP financing modality represented a 
high and substantial risk. However, the relevance of the TA was somewhat diminished, and the subsequent post-
completion evaluation was complicated by the use of too many, and inappropriately structured performance targets. 
For example, the design and monitoring framework included several performance targets – such as a budget deficit 
target number – which were too high-level or did not explicitly recognize this risk. Other performance indicators were 
hard to measure, or perpetual in nature and needlessly increased the risk of adverse project outcomes regardless of 
the usefulness and effectiveness of the inputs. Specifically, all impact targets were well out of the control of the program 
and even the broad PPP agenda. Likewise, under the outcome, two performance targets were to be met from 2016 
going forward in perpetuity despite the noted political risk and the termination of the TA. In addition, perpetual 
performance targets are unwise as different governments have different priorities. Finally, performance targets used 
to measure coverage of capacity development initiatives should be specific as to the material presented, or the target 
number of staff to be covered.  
 
Recommendations and Follow-Up Actions: The TA was a well-designed and highly focused TA which provided 
capacity development exactly where it was needed, when it was needed. As current funding modalities begin to reach 
their limits, the government has signaled its intent to rely more on the PPP financing mechanism. Should the PPP 
pipeline begin to increase, outreach should be provided to relevant government agencies to determine if refresher 
engagements are necessary to ensure institutional knowledge is retained and available to support the PPP program.  

TA = technical assistance. 
a Firm 2 was to allocate no more than 40% of its time to capacity building, with the remaining 60% dedicated to on-call 

advisory support to the Bureau of Treasury. 
b   Change in implementation arrangement and extension of TA completion date dated 22 September 2015 by Director, 

SEPF. 
c   Minor change in implementation arrangements, reallocation of funds, and extension of TA completion date dated  

22 March 2017 by Director General, SERD. 
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