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1. Why Housing PPP?
2. Defining Housing Public Private Partnerships
3. Complexities and Models

4. What Have We Learned so far?




Evolution of Government Approaches to Affordable Housing

W

/ﬁh. Government as Builder

—_/ Post war command of all
economic sectors. Government
directly involved in housing
construction.

Government as Planner

Urbanization increasing, public
housing failures. Government
debt excessive. Adoption of more
pragmatic participatory methods,
such as ‘Sites and Services'.
[Habitat 1]

]

1950's

1960°s

1970°s

1980°s

—0- Government as Requlator

=0 Growth of slums requires greater
government regulation of cities
and markets. [Habitat 2]. NGOs
focus on normalizing informal
settlements, preventing evictions
and participatory production.
Private sector involvement is
limited to DFI and government
financed contracts.

1990's

2

Government as Entrepreneur

Borrowing limits cause
governments to seek new
mechanisms for securing capital
for housing. NGO models not
scalable/ investable. Emergence
of the ‘entrepreneurial state’
government as catalyst and
de-risker of new markets. SDG's
formulated emphasizing private
investment imperatives and
opportunities.

2000°s

2010°s

Government as Partner

@ﬂ Government as Architect
== lop-down comprehensive planning

of housing programs and projects.
Technologically oriented
construction solutions.

MDG's encourage partnership between government,
NGO's and private sector involving government
land, services and subsidy; community
participation and micro-finance. Private sector
continues to provide affordable housing only
where government pays or guarantees offtake.

‘Structural adjustment’; housing is considered a
“private good”; development aid for publicly
driven housing diminishes and with it, the funds
for urban planning, contributing to unplanned
settlement proliferation. Private sector unable to
address affordability; NGO assume the mantle.

Premise:
Housing is
essentially a
private good
that is best
provided by
the market
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HOUSING PPP - WORKING DEFINITION

“ A partnership between the public and private sectors established
through a contractual relationship which seeks to access private sector
finance, design, construction, commercialization, maintenance or
operational management for the delivery of affordable housing and, in
some cases, ancillary services.

The public sector contribution can be provided in the form of cash or
equivalents such as land, development rights, revenues (rents/tariffs)
generated from land, infrastructure and building assets, taxation relief
and/or a share in the equity generated over a fixed period. The private
party’s renumeration is significantly linked to performance.”



THREE DIFFERENTIATIONS

1. Differentiating affordable housing PPPs from government
contracting private firms as builders (who take no
financial or commercial risk).

2. Differentiating transaction-based, contractually
governed PPPs (i.e. “strictly defined” PPPs), from broadly
defined housing P-P-P agreements which include a host
of mechanisms to incentivize the market players to
increase supply of affordable housing units.

3. Differentiating affordable housing PPPs from large scale
infrastructure PPPs.



Broadly Defined PPPs Strictly Defined PPPs

Programmatic, sector wide,
national/sub-national levels

* Regulatory instruments  Optimal risk sharing between
o Planning and Development Controls public and private entities
(usage, density bonus, TDR, Inclusionary
zoning...)

 Competitive selection of the

o Planning and building permits

o Licensing

* Partnership governed by defined
PPP contract

Fiscal instruments

o Subsidy in the form of grants, subsidized
loans, or guarantees

o Taxincentives

Infrastructure investments

Affordable Housing Development on Public land via a

Affordable Housing Development on Private land transaction with private developer
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Strictly Defined PPPs

DBF Contract PRVATE

- .‘.umq oy 2K 2
b
Provite land o eveopoent b i “Hmmind et
Wilestone Based Payment uni + Provide Infrastructue + Build Uits
: « Pay for Units Cash « Fingnce Construction
s e * Assume fftae Risk
- Financ Unk Usrs

ssume Cost Recovery Risk

Trunk infrastructure provided by government.
Internal service reticulation included as part of the housing nstrudtion

@ Pudlic Entity @ Production Entity
@ Private Financing Entity @ End User Aggregator
ivate Ivestment Vehicke Technical/ Advsary Services

Govt Offtake/Govt Pays with Cash [Ownership]

DBF Contract
m - m““
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, - Assume Oftake Risk
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Repay Loan

@ Public Entity @ Production Entity
@ Private Fnancing Entity @ End User Aggregator
@ Private Investment Vehicle  Technical/ Advisory Senvices

Govt Offtake/Govt Pays w Land [Ownership]

m : PRIVTE m : Pubuie
oty R PUBLE 2 GV st gty e ’ & PRIVATE
Handovet howsing Provide land for Gevelopmest benefciaries
Provide land for development it + Provide Laod « Design Units ’uMammmmumls + Provide Land + Design Units.
ploly - Provide frastucture - BalUnds : « Provi Ifrastructure + Buld Unts
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@ Public Entity @ Production Entity
@ Private Financing Entity @ End User Aggregator
@ Private Investment Vehicle  Technical/ Advisory Services
© Pubiic Entty @ Producticn Entity

@ Frivate Finanding Eatity @ End User Aggregator

@ Private Ivestment Vebicle

Govt Offtake/Govt Pays Annuity [Rental] Govt Offtake/End-User Pays [Ownership]
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Contracl : PUBLIC TIVTE
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Provide land for development
+ finance Construction

+ Operate + Maintain
+ Kssume Cost Recovery Risk

£ * A fftake Risk

Traste wits
afer Y Period;

Pay Monthiy Rental (includes
ey’ Capital + Maintenances Proftt)

Repay Loan | | Provide Bridge Loan

@ Public Entity @ Froduction Entity
@ Private Financing Entity @ End User Aggregator
@ Private Ivestment Vehicle Technical/ Mvisory Services

Al

Govt Offtake/End-User Pays [Rental] Market Offtake/End-User Pays [Rental]

Transter Units

Technical/ Mviswry Services

PUBLIC
‘ PRIVATE

+ Provide land - Design Units
- Ruid ity
+ Mainkan Unis
- Finance Construction
+ Assume Dftake Risk
* Finance End Users

Unit Sales.

Pament on Payments

milesiones

@ Froduction Entity
@ End User Agaregator
Technicalf Advisary Services

@ Public Entity
@ Private Finanting Entity
@ Private Imestment Vehicle

Market Offtake/End-User Pays
[Ownership]

=

Market Offtake/End-User Pays
[Ownership]



Case
Studies

CONTEXT Brazil [Casa Paulista Program] India [Bhubaneswar A/H Project] Kenya [Naivasha A/H Project]

Brief Required to develop 3,638 housing units at Lotl, with 62% | Required to produce 2600 specified residential housing | Required to develop 2400 housing units on 22.38 Ha site
Description dedicated to families earning the equivalent of between | units for EWS beneficiaries [341 sq. ft, G=4 units] on 13.71 | for 70% affordable household incomes (between $75-1500
one and six minimum wages, and the remainder to those | acres of affordable housing land. pm), and 30% market housing (>$1500 pm). Site also al-
earning the equivalent of between six and 10 minimum lows for 20% commercial development use
wages.
What structure Structures —
for Private l Coboct ) m
Sector P “imia e
Participation Provide land Amay fimdover Yuug s Kaadve? bausng
has been used? bt - o | N
1 ' : 1| | evogmet
SF LTI @
h‘“ \.—'
frpryloan| | Provide Loan m::;:i a‘ @
onm |
Risk .';:::3 ‘ |
Distribution ot . m S— —_— =
(How much risk G
is retained by .
Government,
and what risks
are shifted to e PRIVATE
the Private e y 4 pesuc y 4
sector?)




Government Offtake/ End-user pays [Ownership]

DBFOM
| Contract
Provide land,
Annuity,
Guarantees

y -

CASA
PAULISTA

Pay Sales

DEVELOPOR

Repay
loan
|
Land used to

secure projec
debt

|

t

Provide
Loan

Amount

criteria for

units
|

Provide R.epay
subsidized
Loan

Set eligibility

beneficiaries
Handover housing

Provide Land * Design Units
Curate Beneficiaries «  Build Units
Set Design Standards * Maintain Units
Guarantee Offtake * Finance Construction
Finance Construction Partially
Partially * Provide Social Services
Pay Annuity

Provide Subsided

Mortgages

Open bidding. Bidders compete on a discount basis. Canopus
was a single bidder and provided a 1.5% discount.

Brazil [Casa Paulista Program|



Government Offtake/ End-user pays [Ownership]

DBF
Contract

Provide land for
development

pm———— e

| Develop and 1
| lease high-
1 end housing 1
1/ commercial I

F-————-d

v

— — — — — —

Set eligibility criteria for
beneficiaries
Handover housing units

Build +
Transfer Provide
units subsidized
| Loan

Provide
Bridge
Loan

Repay
loan

PROJECT
LENDERS

END USER
[Targeted
Segment]

MORTAGE ___Repay
LENDERS loan
) END USER
Provide Provide [MARKET]
Credit-linked Housing
Subsidies Loan

PUBLIC
AUTHOIRTY

PRIVATE
PUBLIC -
- JAN
* Provide Land + Design Market Rate Units
* Provide Infrastructure « Build Units
» Curate Beneficiaries * Finance Construction
» Set Design Standards » Contribute to O&M
* Guarantee Offtake for
EWS only
* Provide mortgage-linked
subsidies

Developers/ investors competed based on lowest requirement
for subsidy or highest premium they are willing to offer.

India [Bhubaneswar A/H Project]



Government Offtake/ End-user pays [Ownership] Kenya [Naivasha AH Project]

y -

AUTHORITY P UB L Ic

Receive
Equity in SPV

Provide land PRIVATE

Transfer
Unit Sales

e Provide Land » Curate Beneficiaries
CONTRACTOR Pa,\lfme”tO” Payments « Set Design Standards « Assume Offtake Risks

milestones
T «+  Design Units
Debt Equity ° Build Units

I Housing ) . .
Repay loan Dividend Loan Loan * Maintain Units
* Finance Construction
v v

* Assume Offtake Risk

l@ « Finance End Users

EQUITY
INVESTORS

MORTAGE
LENDERS

PROJECT
LENDERS

Investors compete on (1) residual valuation of the land, (2)
housing affordability mix, (3) equity: debt leverage and (4)
development program.



Strictly Defined PPPs

Tamil Nadu Shelter Fund

A unique Impact fund for Affordable, Green and Sustainable Housing

SEEDING GROWTH
REAPING RETURNS
< >




Market Offtake/ End-user pays [Ownership] India Tamil Nadu Shelter Fund

Py,
BL/0
Repayloan ocp Paymenton
milestones P
R/
VATE
Unit Sales
« Provide Subsidized »  Design Units
DEVELOPOR Payments co-Financing (Debt, « Finance Construction
Equity, or Structured . Build Units
Financing)
. * Assume Offtake Risk
Debt Repay | Equity Repay Housing
Loand d Loan Loan * Finance End Users
Dividen

EQUITY MORTAGE

PROJECT
INVESTORS LENDERS

LENDERS




Market Offtake/ End-user pays [Ownership] India Tamil Nadu Shelter Fund

State

Dept/Agency UBLIC
: *
Lo . Provide 1
Equity in §PV :;r:(\jllde debt or Repay
equity D'ch?n; g
viaen
Transfer Units Unit Sales
-~ * Provide Subsidized * Design Units
CONTRACTOR Payment on Payments co-Financing (Debt, «  Finance Construction
milestones Equity, or Structured Buil _
Financing) * Build Units
+ Assume Offtake Risk
Repay Housing

Loan Loan

e Finance End Users

EQUITY
INVESTORS

PROJECT
LENDERS

MORTAGE
LENDERS




Market Offtake/ End-user pays [Rental] India Tamil Nadu Shelter Fund

.

111

Depf;,?\tg‘iency PUBL / C

| A
Lease land @ Provide Repaly
discounted rate; debt or Loan:
provide grant equity Dividend
when required

PRI 7 TE

Transfer
Units

Rent Units

* Provide Land * Design Units

Pay Rental

Payment on

. * Provide construction grant e Build Units
milestones

(when required) « Operate and Maintain Units
*  Provide Subsided co- « Finance Construction
Financing (Debit, Equity, or

v N , .
|1an/idend ‘ K Structured Financing) Assume Offtake Risk

o&M
CONTRACTOR

CONTRACTOR

EQUITY
INVESTORS

PROJECT
LENDERS
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Typical Challenges to Affordable Housing PPPs in Emerging
Economies

* Real estate industry underdeveloped and unregulated;

* Non-competitive domestic market dominated by a few
developers;

* Few private sector investor/developers able to assume risks;

* Weak public sector capacity to appraise, monitor
administrate processes;

* Limited public/private capacity to design, structure, complex
transactions;

* Lack of trust in public sector to honour commitments;

* Lack of access to mortgage financing and construction
financing
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1. PPPs are not a panacea: a wide range of outcomes and no
clear formula for success

removing constraints that can enable and inhibit private
sector investment

3. PPPs require that appropriate legal structures be in place,
and that the various parties be competent to perform
their assigned tasks under the model

4. Itis important to initiate an incremental shift of
investment and risks to the private sector in affordable
housing
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What have we learned so far?




4. Delay in provision of trunk Infrastructure is one of the most common barriers to a successful PPP

5. Need for enhancing the capacities of the implementing agencies at the state/city level to enable them to
effectively implement PPP projects

e o o

Technical

Developing a shelf of bankable projects

Formulating tender document and legal agreement

Fair compensation structures via innovative cross-subsidization models, subsidies and incentives like
‘additional FSI’, ‘“Transferable Development Rights’, etc.

Flexibility/ re-negotiations in contract document - flexibility in contracts document with provisions of
requisite institutional mechanism for reviewing contracts terms and conditions and suggesting a
course of correction.

Organizational culture of implementing authorities




