ADB

Technical Assistance Consultant’s Report

Project Number: TA-8575 THA

December 2015

Kingdom of Thailand: Piloting PPP in Thailand’s Social
Sectors

Final Report

Prepared by:
EY Corporate Services Limited, Thailand

For:
Ministry of Public Health, Thailand

This consultant’s report does not necessarily reflect the views of ADB or the Government concerned, and
ADB and the Government cannot be held liable for its contents.

Asian Development Bank



Private and Confidential

e
EY

Building a better
working world




TA8575 - Piloting Public-Private Partnerships in Social Sectors

Table of Contents

L 10 1S7Y= 1 PSR 5
EXECULIVE SUMMAIY ettt ettt e e e e e ettt e e e e e e e et eeeeeeeeeaa e anteeeeeeeeeea e anseeeeeaaeeaaaannneeeeeaaens 8
1. Introduction and BacKgrOUNG .......ocueiii ittt e e e e e e sbee e e e snnee e e e e 18
LA = T Tod Lo (o1 Lo Lo I o T 1Nt 3o 4 TSR 18
B.  Original SCOPE OF WOIK .eeiiiiiiiiieiiee ettt e e et e e e e e e s et e e e e e e e e eeennneeeeeaeeeeaannnneees 18
C.  AmeENded SCOPE OF WOTK wuuiiiiieiiiiiiiiiiie e e et e e e e e e e e e e e e e st e e e e e e e e e s anbareeeeaeesesannrnseeeeaeeeesnnns 18
TR =T o Yo ] ] U ot U o= SRR 19
2. Overview of Thailand Healthcare INAUSTIY ... e 20
A. Existing Healthcare Infrastructure and Healthcare ServiCes ... 20
2.A1 Hospital Segmentation in Thailand ..........coooiioion e 20
2.A2 Key facts of Thailand HealthCare ... 21

B. Future demand Of NEAITNCAIe .. e 22
3. Institutional and Budgetary FrameWOIK .. ..o i eeiiiiiee e e e e e e e eneee e e e e e e e e 23
A, PPP FrameWOrK OVEIVIEW ...uueiiiiiiiieeiitiee ettt s et sr et e e st e e s s e e e s s e e e s snee e e s sneeeesanneneesaanneeeeaas 23
3.A.1 PISU Act and its REQUIATIONS ........eeiiiiieeie et 23

B. Legal and requlatory frameWOorK iSSUES ......uiiiiee i ee e e e e e e e e e e e e e e e e e e eneeees 27
3.B.1 Distinguish the Procurement Methods and Authorization Matrix based on Project Value..27
3.B.2 Possible impacts from upcoming new procurement act..........ccccoeviiiiiiiiie e 28
3.B.3 = T ol =T F= 1 =T T o SRR 28
3.B.4 Asset ownership, transfer and SECUILY .......c.eeeiiiiiiiii e 29
3.B.5 Standard contract frameWOrK .........c.ooiiiiiiii e 30
3.B.6 Payment MECANISM ... ...iii e e st 30
3.B.7 Operational DUAGET.......c..uiiii e bbb s 31

O = 1U T o =] =1 VA =10 A <)o ol G USRI 31
3.CA1 Ministries relevant to budgetary matters ... 31
3.C.2 T8 o o To] =TV o] oo =TT~ SRR 33
3.C.3 IMpPlication 0N PPP PrOJECT .......vi i 33
3.C4 Flow of funds within MOPH.........co e 35
3.C5 MOPH DUAQGETING PrOCESS ...ttt e e e 36
3.C.6 MOPH ProCUrEMENT PIrOCESS .. .veeiiiiiiieeiitiee ettt ettt et e e e e e e e e 37

4. Market Overview and CONSIAEratioNsS .......ooi i 39
A, Market CapacCity 10 eIV SEIVICES . uiiii ittt e e e e e e et r e e e e e e e s nnereeeeaeeeeanns 39
4.AA1 Construction contractors and EPC COMPANIES ........cceeeiiiiiiiiiriee et 39

Private and Confidential 1



TA8575 - Piloting Public-Private Partnerships in Social Sectors

4A.2 Property Management COMPANIES ......ouuuiiiiiiiiieiiee et 40
4.A.3 Medical equipMENnt SUPPIIEIS.....cciiiiiiiiiiii et 41
4.A4 SUPPOIT SEIVICES PrOVIAEIS. ...ciiiiieiiie ettt e b e e e e nee e 41
B. Readiness of service provides to participate in PPP Projects ......eveveveririveieieveiereierereienererennnnn, 42
C.  Funding providers and iNVESTOTS . ..cii ittt e st e e e st e e s s bee e e s sbeeeessbeeeeeans 43
4.C.1 FUNGING PrOVIAEIS. ...ttt e et e s e e e e e e e e e 43
5. PPP Project Simulation StUdIES ... .eeiiiiiieeee et e e e e e e e e e e e e e nenees 48
A. Project identification and SEIECHION . ..cii i e 48
Mid-Size General Hospital - Nakhon Pathom Hospital.......cccoeeieeiiiccciieee e, 48
5.B.1 HOSPITAI OVEIVIEW ...ttt ettt e et e st e e et e e sae e e e nee e sneeeeneeas 48
5.B.2 PPP ProjeCt SUMIMAIY ....ceiieiieiiee ettt et e e e et e e saeeeeeeeenae e e eeeeeeneeeeneeas 52
5.B.3 Financial Assessment of the PPP project .........coo e 59
5.B.4 Summary of Project 1: Nakhon Pathom Mid-size General Hospital .........cccccoovcieeeiiiiennnn, 69
C. Medical Excellence Center - Department of Medical SErviCes ......ouuiieeiiiiiiiiiiiecee e 71
5.C.1 MediCal CeNLIE OVEIVIEW ......coviiiiiee ettt e et e et e e st e e e sneeesneeesneeesneeeeneeas 71
5.C.2 o e e e (o= o ST 4]0 - SRS 73
5.C.3 Financial Assessment of the PPP project .........coo e 80
5.C.4 Summary of Project 2: Medical Excellence Center.........cccoviiiiiiiiiieieeeee e 94
D. Project 3: Carpark for Rajavithi HOSPItal ....cceeri i 95
5.D.1 CarPark OVEIVIEW. ... . eeiiieiiiie ettt ettt ettt e e e ettt e e e s bt e e s sbe e e e e sabeeee e sbeeeeesaneeeaeaas 95
5.D.2 PPP ProjeCt SUMMEAIY ..ot ettt e e e 96
5.D.3 Financial Assessment of the PPP Project .........coo e 98
5.0.4 Summary of the Rajavithi Hospital Carpark Project.........ccoooveieiiiiinieeeeeee e 105
5.D.5 Successful Car Park PPP in Thailand.........ccooiiiiriiieie e 105
E. Taking the Projects FOrWAId ... ettt e e e e e e e e e e e e e e e e e nnneees 107
F.  Key Areas of FOCUS fOr the NeXt PRase. ... . it 108
6. Procurement Strategy Guidelines and RecommendationsS...........ueeiiiiiiiiiiiiiene e 109
6.A.1 Procurement PriNCIPIES ......oouiiii i 109
6.A.2 INvitation t0 teNAEr OPLION .......eiiii e 109
6.A.3 Request for Expressions of Interest (RFEI) ..o 110
6.A.4 Request for Qualifications (RFQ) or Pre-qualification..........ccoceeiiiiiiieinien e 110
6.A.5 Request for proposals (RFP) ..o e 111
6.A.6 One-Stage ProCUIrEMENT PrOCESS. .. .uuiitiieiieiaiteeerieeestee e st e et e sbee e sbe e e saeeesareesbeeesabeeeneeen 111
6.A.7 TWO-Stage PrOCUIEMENT PIrOCESS . .eeiiiueieieiiireee et e e ettt e et e e e s e e s e e s e s e e e e 111
6.A.8 Procurement TIMEIINE ......ooo i 112

Private and Confidential 2



TA8575 - Piloting Public-Private Partnerships in Social Sectors

7.

Key Project Issues and RECOMMENTATIONS ....uuuvuiururiririiiiiriiiiirireieierererererarere e ererererarar——————————————————. 113
A, OVEIrVIEW Of T8 MAIN ISSUBS ettt e e e e e et e e e e e e e eeeaaaeeeeesereesbanaeeaeeeenes 113

7.A1 Issues related to government procurement rules & policies and MOPH capacity to develop

[ o el o] (o] = Tox £ PP P PR P PR 113
7.A.2 Market capacity to provide services and readiness of the private sector to participate in
[ o el o] (o] = Tox £ TSP P PR UP PSP 113
B.  RECOMMENUALIONS ...t s e n e e s e e ne e e e 114
MOPH PPP-TSU DeVelOpMENT PlaN....... i eiiiiiiiiiiiiiiiiiieiiiieiiteveteteaeievaeevaeeeasnsesasssssssssnsnsssssnsnsnsnnnrnnnnns 115
A, MOPH PPP UNIt ODJECTIVES eeeiiieeiieieiiee ettt et e e e e e et e e e e e e e e ennneeeeeeaeas 115
Location of PPP Unit Within MOPH ....oooiie e s 117
C. Roles and ReSPONSIDIITIES ..oieeiiiiiieiii et e e e e e e e e et e e e e e e e e e s aaaeeens 117
8.C.1 o 1103V C TU o - o] SR 118
8.C.2 Project development, procurement and management ..........ccceeviieeeiiiee e 118
8.C.3 LOF=T o= Tod1 4 V2N o 10111 {13 T [ SRR 119
8.C.4 Marketing and PromMOLION .........eeii i 119
8.C.5 SPECIFIC FUNCHONS ...t nee e 119
D.  0rganisational StrUCTUE ... e e e e e e 120
N 0 T 11 o 124
F.  Performance ASSESSIMENT.. ... i i e e e s e e s sre e e e e e e 125
G. Recommendations and NEXt SEEPS ..uuuuuuiiieiiiiiii e a— i ———————————————————————_ 125
8.G.1 CommMUNICALION PIAN ... e 125
8.G.2 Proposed TIMEIINE ..o e e e e e e e e 127
(O] o= g o A= A2 = TP PP 129
A.  MOPH PPP TSU knowledge database .....coo ittt e e e e e e e e e 129
9.AA1 PPP concepts and PrinCIPIEs .........oo it 129
9.A2 Thailand’s PPP frameWorK .........c.eooiioiiiiiee et 129
9.A3 Global Hospital PPP Case StUGIES ........coiieiiiiiiiieeieee e 130
B. Project Communication SErat@qy .o 130
9.B.1 HigGN PriOrity GrOUPS ...eeeiiei ettt e sbe e eenee e 131
9.B.2 LOW PFIOITY GIOUDS «..teeeeeitteee ettt e ettt ettt e et e s e e e e s sb e e e s aab e e e e s snre e e e sanneeeeaas 131
9.B.3 ComMMUNICALION PIAN ..ottt s b e sbe e e aee e 132
O O o= Tod YA o1V 1 o 11 o USSP SRRTP 132
9.C.1 Healthcare Sector WOrkSNOPS ........cooiiiiiiiieiiie e 132
9.C.2 Education Sector WOrkSNOP.......ocuii i 132
9.C.3 Additional capacity building WOrkShOPS ........ccocuiiiiiiiie e 133

Private and Confidential 3



TA8575 - Piloting Public-Private Partnerships in Social Sectors

D.
E.

10.

11.

T oM Mmoo W

MOPH'S PPP-TSU EStabliSNMENt ... 134
Summary of Work completed for the Ministry of Education ..o 134
9.E.1 Applicable learnings from the MoPH experience to date........c.ccceeeiiiiiiiiiie e 136
9.E.2 N Lo (=T o1 OSSPSR 137
NN =D G Y =T o1 138
TA Continuation - Pre-feasibility STUAY ... 138
Information required to conduct Feasibility STUAY .....ccccuiiiiieiei e 140
Terms of Reference for Transaction Advisor services to conduct feasibility study ................... 142
L0 O B = = Vo (o [ (010 o TR UT TR TRP 142
10.C.2  SCOPE OF WOIK....eiiieieitie ettt e b s e b e e nn e e sr e e e nnneenaneas 143
10.C.3  Project BaCKgroUNQ ........oceio ittt 143
10.C.4  Feasibility study deliVErables .........ccceiiiiiiiii e 144
10.C.5 PPP procurement deliverables (to be developed at a later stage) .....c..ccceeveeeriieenieennnen. 148
10.C.6  Transaction advisor sKills and eXPeri€NCe ..........cooueeiiiiinie e 149
10.C.7 Remuneration schedule and disbursement arrangements ...........cccccoeerrenceeeiceenieeeeen. 149
LAY o] 0 1= o Lol <L SRR 150
Y e(o] 0TI o) IR o] PO PP UPPRP 150
Y10 R =T o o = o o RS 150
Questionnaire sent to and responses received from Nakhon Pathom Hospital and DMS .......... 150
Extractions of Marshall Valuation Service RePOIt .......uveviieiiiiieiii e 150
Questionnaire sent to Siam Commercial BanK........c.ecuiiiiiiiiiiee e 150
Preliminary Financial Projections (DMS) ....cci ittt e e aeeeee s 150
Reports, presentations and wWorkshops MaterialS ........c.eoooiiieiiiiiii e 150
Global Health PPP CAS@ STUMIES ..eiieiieieieeee ettt 150
Victorian Comprehensive Cancer CeNtre (VCCEC) .. i e et e e e e e e 201
BioSCIENCES RESEAICN LAD .. e 203
New Royal Adelaide HOSPITAI ... .o e e e e ee e e e 204
1Y T | =T Yo [N o 3 o 1= | S 205
JooNdalup HEAIth CamMPUS ... et e e e e e e e e e e e e e nneees 206
Northern BEACheS HOSPITAL ... ..ueeeieiiiieee et e e e e e e e e e 207
Queen Elizabeth Il Medical Centre Car Parking......c.uueeeieeiieecieiiiee et e e e envneeeee e 208
Royal Ottawa Mental Health HOSPItal.......ciiii e 209

Private and Confidential 4



TA8575 - Piloting Public-Private Partnerships in Social Sectors

Glossary

Glossary of terms

ADB Asian Development Bank :
AFP Alternative Financing and Procurement

Availability based PPPs PPP projects that rely on an “availability payment” from government as
: i their primary revenue stream. Such availability payments are typically
¢ subject to the private sector meeting certain operational / quality KPIs

.....................................................................................................................................................................................................................................................

Bankable A project or proposal that has sufficient collateral, expected future cash
: i flow, and high probability of success, to be acceptable to private sector
¢ lenders for financing

.....................................................................................................................................................................................................................................................

- BOT - Build-Operate- Transfer i
BOOT .............................................. Bu||down0perateTransfer ..............................................................................................................
BTo .................................................. Bu||dTransferoperate .............................................................................................................................
CApEx ............................................ Cap|ta||5xpend|ture .....................................................................................................................................

Competitive Neutrality A mechanism to ensure state-owned and private businesses compete on a
: i level playing field. An example includes adding “shadow taxes"” to a
i government business model when comparing to a private business model
i in order to recognize tax revenue foregone by government, and the
. otherwise perceived cost advantage for the state-owned model

e i
e —— e |
e —— e
o it e
o i |
o e
T it e |
e et
o o
e e |
e e e ,:
e i ——— |
p— A
e i ——
e i |
e i ,:

.....................................................................................................................................................................................................................................................
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Glossary of terms

Term Definition

GDP .................................................. GrossDomest|Cproduct ........................................................................................................................... ;
GFA .................................................. GroundF|oorArea ........................................................................................................................................ ;
GP ..................................................... Genera|pract|t|oner ................................................................................................................................... ;
|CU .................................................... |ntens|veCareUn|t ...................................................................................................................................... ;
,IN ....................................................... ,lnpatlent ............................................................................................................................................................ 1
|'|' ........................................................ |nformat|ontechno|ogy ............................................................................................................................
|-|-U .................................................... |ntens|veTheraprmt ..............................................................................................................................
Kp| .................................................... Keyperformance|nd|cator ....................................................................................................................
MOE ................................................. M|n|stryofEducat|on .................................................................................................................................
,MOF ................................................. ,Mlmstryomeance ...................................................................................................................................... 1
MopH .............................................. M|m5tryofpub||c|_|ea|th'|'ha||and ....................................................................................................
MR| ................................................... Magnet|cResonance|magmgamed|ca||mag|ngtechn|queused|n ....................... ;

i radiology to investigate the anatomy and physiology of the body. MRI :
i scanners use strong magnetic fields and radio waves to form images of the
: body 5

.....................................................................................................................................................................................................................................................

MRTA Mass Rapid Transit Authority of Thailand i
NESDB ............................................ Nat|ona|Econom|cand50c|a|Deve|opmentBoard ..............................................................
NESDP ............................................ Nat|ona|Econom|cand50c|a|Deve|opmentp|an ..................................................................
NHso .............................................. Nat|ona|Hea|th5ecur|tyoff|ce ..........................................................................................................
NP ..................................................... NakhonpathomHosp|ta| .........................................................................................................................
NPV .................................................. NetpresentVame .........................................................................................................................................
O&M ................................................. operat|onandMa|ntenance ..................................................................................................................
op ..................................................... oUtPaUent ........................................................................................................................................................
opEx ............................................... Operatngxpendlture ..............................................................................................................................
p&|_ ................................................... proﬂtandLoss ................................................................................................................................................

- Payment Mechanism - The way in which a private sector party is paid to undertake a PPP project.
5 The Payment Mechanism the principal means for allocating risks and

i providing incentives in the PPP contract, as payments are often linked to

i achieving pre-determined operational KPIs

.....................................................................................................................................................................................................................................................

PDMO - Public Debt Management Office :
p|SUAct ........................................ pnvate|nvestment|nstateUndertakmgActBE2556 ..................................................
ppp .................................................. pub“cpnvatepartnersh.p ......................................................................................................................
psc ................................................... pub“cSectorComparator ......................................................................................................................
R&M ................................................. Repa|randMa|ntenance .......................................................................................................................... ;
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RFEI Request for Expressions of Interest :
RFP ................................................... Requestforproposa| ..................................................................................................................................
SEpo ............................................... stateEnterp”sepo“Cyomce ..............................................................................................................
sqft ................................................... Squarefeet ........................................................................................................................................................
sss ................................................... Soc|a|Hea|th|nsurance ............................................................................................................................
TA ...................................................... Techn|ca|Ass|stance .................................................................................................................................. :
THB .................................................. Tha|Baht .............................................................................................................................................................
TOR .................................................. TermsofReference .....................................................................................................................................
Tsu ................................................... Transact|on5upportUn|t ........................................................................................................................
ch .................................................. Un|versa|CoverageScheme .................................................................................................................
USD .................................................. UmtedstateSDo”ar ....................................................................................................................................
VAT .................................................. Va|ueAddedTax ............................................................................................................................................
VfM ................................................... Va|ueforMoneybemgthere|at|veva|uebenef|tofe|therora||of(.)cost ...... ;

savings, (ii) risk transfer, or (iii) enhanced outcomes, of a project being
delivered by PPP as compared with traditional government procurement
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Executive Summary

The objective of the Technical Assistance (TA) 8575 is to assist the Ministry of Public Health to identify
and advance a pipeline of PPP projects in Thailand health sector, with a secondary objective of develop
and promote capacity of the Ministry of Public Health and Ministry of Education (Government) to
procure, manage, and monitor social sector PPPs.

In this final report we set out the results of key activities performed under TA 8575 with respect to the
simulation case studies, development of the content of the PPP knowledge database, review of the
current status of the institutional framework and the additional capacity building workshops.

Scope of work

The results of our original scope of work which comprised of the following six key tasks were presented
in our Mid-Term Report:

Task 1: Project inception and kick-off

Task 2: Review PPP policy and institutional frameworks
Task 3: Identify potential health PPP projects

Task 4: Build capacity and develop health PPP projects
Task 5: Conduct pre-feasibility study for pilot project
Task 6: Identify potential for education sector PPPs

vVVvyVvYyvVvYyvYyyYy

As outlined in our Mid-Term Report, the scope of the TA was amended as follows given limited
information available on potential health PPP projects :

Stream 1: Simulation study of two potential projects

Stream 2: Additional capacity building workshops

Stream 3: Preparation of the content for the MoPH PPP unit’s knowledge database
Stream 4: Identification of main legal and requlatory issues

vvyyvyy

Results of these activities and main results are presented in the following chapters of this report.
Analysis of MOPH priorities for suitability for PPP delivery

Thailand has a long history with PPP and the vast majority of Thailand’'s PPP projects have been in the
energy and transport sectors, including power stations and expressways. Projects in these sectors in
particular are considered economic assets, in that charges levied on end users are almost always
sufficient for project owners to generate sufficient returns, thereby limiting any financial support
required from government. It is for this reason that projects in this sector are typically the first PPPs in
any market.

MOPH has provided us with a list of nine priority areas and has asked us to use this as a long list of
possible PPPs given they best reflect the areas where the ministry considers investment is required.
MOPH has also previously shared these nine priority areas with SEPO as possibly suitable for PPP
delivery.
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In order to turn the priority areas into a pipeline of possible health sector PPPs, the priority areas need
to be developed into clear and discrete projects with a clear understanding of the size, scale and
location(s) of the projects, and the services that the private sector is expected to deliver. This, in turn,
will allow the development of a realistic risk allocation, likely contractual structure, and financial
analysis to be undertaken.

From our work, we have identified certain key factors which will need to be addressed to enable the
development of viable social sector PPP projects in Thailand. From our experience and discussions with
SEPO, MOF, MOPH and MOE officials, these are issues which are related to the budgetary and financial
arrangements and requlatory framework where these projects may require long term payments by
government for the PPP services provided by the private sector. These issues are outlined below and
can be further explored and developed as part of the prefeasibility and feasibility stages of developing
viable PPP Projects.

» Current budgeting presents a challenge to MOPH-led PPP program

» We understand that The MOPH plays mostly a requlatory function and does not play a
significant role with respect to healthcare funding and hospital procurement and operations.
As such, MOPH may lack the financial and operational levers to incentivize hospitals to pursue
an alternative procurement options such as PPP. Operational healthcare funding is provided
most by the universal healthcare insurance scheme (on a per patient basis) which goes
directly to the hospitals, and some hospitals may also charge the patients directly for certain
medical services, within the public system.

Investment proposals are put forward to MOPH through regional Inspector Generals and funded
separately. Under existing arrangements, our discussions with MOPH and hospital directors
suggest there are many public hospitals in Thailand that are either just breaking even or
generating operating losses. With some exceptions, it would appear that the ability of hospitals
to commit to fixed annual PPP availability payments could be limited given uncertainties on
revenue flows. Projects involving multiple hospitals and/or regions would also present additional
complexity.

» Discretionary nature of annual budgetary process could potentially cause some concern for
bidders looking to deliver availability PPPs. This is likely to be manageable where there is a
sufficient field of local bidders and financiers for the first few social sector PPPs.

PPP contracts are typically long term in nature, and the process of annual Cabinet approval
creates a risk that Cabinet may not approve the budget at some point in future. This can create
difficulties for private sector bidders in raising funding to deliver projects, as their investors and
lenders cannot look through to an “automatic” and non-discretionary source of revenue for the
project. Given Thailand's strong credit rating and the existence of deep and liquid domestic debt
and capital markets, this issue may not be as significant as in other South East Asian markets,
especially where there is sufficient market appetite from local bidders that understand local
government practices. Longer term, once a track record of successful projects has been
established, this would no longer be an issue even to international bidders and financiers.
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» In the absence of any MOF or other central guarantee from the Thai Government, the appetite
of the private sector to bid for projects relying on long term MOPH or MOE payment streams,
and bidders' ability to raise private sector finance on this basis, needs to be tested.

Discussions with both PDMO and SEPO indicate that availability payments to private bidders are
not likely to obtain the benefit of MOF or other government guarantees as there is no existing
guarantee arrangement within government that could be applied to this type of project. Given
the ministries' reliance on funds appropriated from an annual budgeting process reliant on
Cabinet approval, private bidders may face difficulty in raising finance on the basis of perceived
risk. Again, this risk is likely manageable given the strengths of Thailand's domestic debt and
capital markets, field of local bidders, and strong sovereign credit rating.

» Operational challenges

» Hospitals also have substantial operational autonomy with all operational decisions made at
the local level. In our discussions with hospital officials, there appears to be little or no
interest in ceding this operational autonomy either to MOPH or to a long-term concessionaire
under PPP unless the PPP would allow them to continue to maintain full control which given.

For example, the desire to aggregate equipment and services across hospitals to derive
economies of scale would certainly lead to some divestment of control. We view that the
Hospital would be incentivized to explore PPP only be happy with PPPs that provide them the
needed assets if they can maintain full control or provides them with significant financial benefit.
As such our view is that given the current institutional and funding framework of the healthcare
sector that unless the demand is identified by the hospital or at a regional level, by the health
inspector, it is unlikely that MOPH will be able to initiate pre-feasibility assessments. However,
this does not fit viable models for PPP under the nine priority areas to assess the demand and
suitability of a PPP arrangement under the current approach with MOPH.

Given limited ability of Hospitals to fund support infrastructure projects (for example, car park)
from their operational budgets and luck of government funding for these type of projects, PPP
seems to be the main option available. It has to be noted, that feasibility of these projects will be
defined by commercial potential of such infrastructure projects to generate commercial revenue
and/or ability of the private partner to bundle additional commercial ventures to cross subsidise
delivery and operations of infrastructure assets. For example, a car park may not be
commercially sustainable due to low revenue potential, but overall project can be still
commercially viable if car park bundled is bundled with a retail real estate development.

» Institutional challenges

» Further guidance on the methodology for business casing projects and PPP approval criteria
would facilitate development of a market in Thailand for social sector PPPs and like-for-like
comparisons of proposals.

The PISU Act in its current form, including the expected content of subordinate regulations, is
largely concerned with the high-level process that should be followed in order to undertake a
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project under the PPP modality. There is limited guidance on the specific analysis and outputs
required for government's decision-making.

Specific methodology for the quantification of risk, discount rate to be applied in calculating
PSC, including any competitive neutrality adjustments, and other pre-requisite criteria are not
clearly defined. This could present a challenge when a full feasibility study is to be prepared for
a given project at a subsequent date, particularly in the case where multiple projects will be
reviewed by SEPO in parallel for approval, and capital limitations require proposals to be
prioritized. The lack of prescriptive guidance could result in concurrent feasibility studies put up
for approval that do not allow a direct like-for-like comparison of projects.

» Further clarity needed on sources of PPP payment stream

Market interest is likely to be stronger where the contractual counterparty to a PPP agreement is
MOPH and not an individual hospital, as the certainty of the availability payments would be
improved, in turn assisting private sector bidders to obtain the necessary financing they require.
However, as described above, MOPH currently has no mechanism to fund or support an
availability payment to a PPP project.

Application of findings to date to MOE

Projects and programs to be procured as PPPs should be centrally coordinated at MOE as this is where
most PPP contracts will likely be signed with the private sector, and where major investment budgeting
decisions are likely to be made. A clear ministry-wide process for identifying capital projects suitable
for PPP delivery should be established.

Central collation of information on demand for education services, condition of facilities and current
service capabilities will provide MOE with the evidence needed for robust project identification and
prioritization between various possible PPPs.

A component of the operating income from the various departments, particularly in relation to projects
procured as PPPs, may need to be channeled back to MOE centrally in order to cover part of any
availability payments that MOE may have committed to.

Ongoing engagement with SEPO to understand the evolution of the PISU Act will be important to ensure
PPP proposals submitted are properly business cased and in line with the Act’s requirements.

Private Partners’ readiness to participate in a social sector PPP project

As part of our scope of work, we have conducted initial consultations with selected private sector
representatives whom we identified to be potential private sector partners, to determine their interest
in participating in a healthcare PPP projects in Thailand. From our discussions, while there is no
precedent case of a PPP in Thailand's social sector, we found that there is interest from the private
sector to potentially participate in well-structured PPP Projects. The key groups of private sector
participants interviewed are the financiers (banks), sponsors and construction companies and facilities
management service providers.
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Local commercial banks and project finance banks will most likely be primary providers of debt finance
for green-field PPP Projects. Thai banks have indicated their interest to participate in a social sector
PPP project. During our interviews, it was clear that further market testing should be conducted as part
of the pilot project’s feasibility study to develop the these banks' understanding of the project risks and
potential project structures, especially with respect to the payment mechanism and in particular the
extent of government support underpinning the long term payment obligations. Another area which
would support bank participation would be the presence of financially strong and experienced sponsors.

Thailand has the benefit of precedents of large local construction firms who have acted as sponsors and
invested in infrastructure projects. While these firms are familiar with the construction delivery of the
hospitals, they will need to enter into long term arrangements with hospital design and facilities
management firms who are inexperienced with the healthcare industry’'s specific infrastructure
requirements, including safety standards, such as providing for the efficient flow of the patients or the
infrastructure support required for operating/ emergency rooms. While healthcare facilities are
generally perceived to be “simpler” to maintain that an MRT system, or an IPP, it should be recognized
that these hospital facilities are used by doctors, nurses and medical staff who will have to engage with
the private sector partner to deliver the infrastructure services to appropriately support the medical
services.

We view that as part of the pre-feasibility and/or feasibility phases, additional consultation and project
awareness activities will be recommended to ensure proper understanding of all risks involved in the
PPP project by both private and public sector stakeholders to ensure appropriate project structuring
and optimal risk allocation. In addition, as pilot projects are rolled out, one of the recommendations
would be to include Request for Expressions of Interest in the procurement process to provide
Government with sufficient information to draft a clear RFP given limited information on market
capacity and competitiveness. This would also allow private sector representatives to express their
concerns regarding proposed PPP project scope and will give them advance notice on Government's
intentions to develop particular project as a PPP. It is also recommended to provide workshops and
educational material to the private operators in order to increase their understanding, and entice their
interest and competiveness.

Key factors which assist to promote private sector interest and competitiveness include:

» Clear scope of work and business case for private sectors: Private sector must have a clear
understanding of their area of potential participation in the PPP project (including the roles of
public sector) in order to determine their interest. The payment mechanism and allowance for
reductions must be clearly defined to enable the private party to perform a comprehensive and
thorough assessment.

» Allocation of risks: Based on the assigned responsibility of the private sector in the PPP project,
private operators would assess all the possible risks involved and compare it against their
acceptable level of risks in order to determine their interest. However, the healthcare industry's
specific requirements could add incremental risks and complications to the private partners and to
the project (i.e. health and safety standard requirements).

» Required returns: The returns offered by the Government should be adeqguate to incentivize the
private party to participate in the project, and should sufficiently compensate for the allocated
risks.
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PPP Project Simulation Studies

From discussions with MOPH PPP Committee, three projects were selected and developed as simulation
study projects:

» Project 1: Mid-Size General Hospital - Nakhon Pathom Hospital

The management of Nakhon Pathom Hospital has indicated that a new 90-bed general urban
hospital is required to overcome existing capacity problems at Nakhon Pathom Hospital. Current
space shortage has resulted in inpatient beds being located in common areas and significant
waiting time for various medical procedures. With additional mid-size general hospital facility
located nearby, Nakhon Pathom Hospital will be able to shift number of patients away from the
existing facility, provide more specialised services in its existing facility and maintain its role as the
center of medical network for Nakhon Pathom provinces and to focus on providing tertiary care
level services and treatments to chronic patients.

We have undertaken a preliminary financial assessment for the Mid-Size General Hospital project
developed. Based on preliminary findings, the PPP Project value (NPV) is estimated to be close to
Baht 640 million. The total VfM gains (NPV) from this PPP project are estimated at approximately
Baht 195 million.

Based on the results of the simulation study a development of a new mid-size general hospital
facility at the Nakhon Pathom Hospital represents a potentially good candidate for a pilot
healthcare PPP project and can be considered to be bundled and undertaken as a group of urban
hospitals if appropriate for private sector participation. There are several considerations regarding
next steps:

» PPP Project size
The initial estimates of the PPP project value is below THB 1 billion (~USD 28 million). It will be
important to conduct market consultations to evaluate if private investors will be interested in
this project on a stand-alone basis. The PPP project value needs to be significant enough to
justify private sector investment and effort to participate in the PPP tender process. The
approach of bundling 2-3 or more medium size general hospitals in one region may enhance
private sector interest.

» PPP Project scope
The simulation study assumed that the private sector provides only the core infrastructure
services provision. As part of the feasibility study, it is also possible to explore the inclusion of
other support services and commercial potential to be provided by the private partner to
realise better value for money benefits, including car park facilities. This could also assist to
potentially reduce government funding requirements if private investor is given opportunity to
generate some commercial revenue from other services.

» Budget allocation
MOPH will need to use updated budget appropriation rules that are currently been developed
by SEPO to use VfM results in the budget application to ensure long term budget appropriation
is secured for the project. In addition, some of the Nakhon Pathom Hospital operational budget
received from the government under the Universal Service Obligations for its capital projects
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based on annual allocation can also be applied towards the PPP payments. This is an area to be
developed in detail as part of the Feasibility Study.

» Medical personnel shortage
On a separate but related note, we have been informed by the NP management that one of the
major limiting factors that directly impact size of the new facility is ability to hire sufficient
number of support medical specialists. Assessment of private partner’s ability to attract
support medical personnel can also be explored during the feasibility study and market
sounding.

» Project 2: Medical Excellence Center - Department of Medical Services
The management of DMS has proposed to develop a 250-bed Medical Excellence Center for DMS to
overcome congestion problems in all the hospitals / institutes under DMS as well as to reduce
waiting time of patients who are self-financed, under CSMBS and with private insurance. The new
center will be a multidisciplinary medical service center that aims to deliver 13 specialized
treatments with skilled professionals from various hospitals / institutions under DMS.

Based on preliminary financial assessment for the Medical Excellence Center project, the PPP
project value (NPV) is estimated to be Baht 4.3 billion. The total VfM gains (NPV) are estimated at
approximately Baht 1.2 billion.

Development of the Specialised Medical Centre represents a potentially good candidate for a pilot
healthcare PPP project. There are several considerations regarding next steps:

» Location of a suitable land plot
The availability of a suitable land plot for the Project is an important consideration. This land
will need to be provided by the government

» Validation of project scope and design specification assumptions
Given the scale and range of services which may be provided, the project's capital and
operational expenditure will need to be refined. Further analysis to review the planned capacity
of 250 beds and assessment of patient profile / forecast bed requirements by types of services
should be conducted in more detail as part of the Feasibility Study.

» Medical Excellence Center revenue generating potential to Offset PPP Project Payments
The Medical Excellence Center has the potential to generate its own revenues through paying
patients. Further financial analysis of the extent of hospital operations revenue generation will
be required during the feasibility stage. This will assist to determine the level of excess cash
available to pay for the project and the remaining amount which requires support from the
Government / MoPH.

» Commercial Revenue Potential
The Private partner’'s project scope and opportunities to generate commercial revenue will
need to be further developed to evaluate the extent to which commercial revenue generated by
the MEC may reduce the Government payment

» Project 3: Carpark for Rajavithi Hospital

One of the major concerns faced by Rajavithi Hospital today is significant shortage of car parking
space in close proximity to the hospital. Today, there are about 1,500 parking spaces available
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within the hospital area. Based on preliminary high level demand assessment performed by the
hospital management, it is estimated that Rajavithi Hospital has a major shortage of car parking
spaces and the development of a new car parking facility is urgently required to increase total car
park capacity to 4,000 cars to improve access for patients and staff of the hospital.

Based on preliminary financial assessment for the carpark project, the PPP Project value is
estimated to be NPV of Baht 1.5 billion.

For the Rajavithi Carpark Project, the payment mechanism can be fully or partially based on
commercial revenue generated from operations of the car park or other commercial real estate
bundled with the car park. Based on preliminary assessment, there is the potential that the
government will not have to make any payment to the Private sector / concessionaire for making
the carpark available for use, regardless of the utilization of the asset.

Development of a car park facility at the Rajavithi Hospital represents a good potential candidate as
a potential PPP project.

Project specific issues which require further development at the next stage include:

» Developing a self-sustainable commercial business case / Demand risk assessment

The Project’s potential to generate its own revenues through paying patients will be critical to
attract private sector investors. The revenue generation potential can be assessed by
undertaking a study of users’ willingness to pay for the usage of the carpark. At the moment, in
order to make the carpark commercially viable, average parking fee per hour is estimated at
Bhat 17.5. This is comparable with current parking fee levels in the area. The private partner
may also be able to generate commercial revenue from other services eq retail in addition to
revenues generated from operations of the car park or other commercial real estate bundled
with the car park. As such, if the project is able to generate sufficient revenues from car park
and other ancillary operations, then for such a Project private sector will not require any
payment from Government to develop the Project.

Overall Project Structuring Considerations and Next Steps

From the simulation studies for the three projects, we outline the key project development activities as
part of the feasibility phase.

» To finalise the medical facility size and project cost and scope of medical infrastructure services to be
provided by the private partner. Working with the relevant public sector project team, to ensure that
the project objectives are aligned to deliver the proper medical services facility which is required.
There are many international precedents where PPPs in the social sector have been successfully
implemented which incorporate the design, construction and provision of both soft and hard facility
management services to be provided by the private sector. Our preliminary findings indicate that
there is sufficient interest and capabilities in the Thai market to provide these services however this
will need to be developed and tested in more detail as part of the pilot project during market
sounding consultations.

» As a PPP in the social sector will likely be a pilot which requires a long term payment to the private
sector from government (subject to deductions for any poor performances of the private partner),
and given that there is no precedent in the Thai market, detailed development of a viable and
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bankable payment mechanism for a social PPP project should be undertaken as part of the feasibility
study. Private sector investors and funder's assessment of the payment mechanism and private
sector’s ability to deliver the prescribed services will be a critical component to drive market interest
and developing a successful PPP project.

» As part of the wider stakeholder consultation process, we would recommend further be to conducts
early consultations with private sector representatives to provide Government with sufficient
information to draft a clear RFP given limited information on market capacity and competitiveness.
This would also allow private sector representatives to provide input regarding proposed PPP project
scope and structure and may assist to create market interest of Government’s intentions to develop
particular project as a PPP.

Capacity Building Workshops

The goal of the capacity building workshops was to support medical / hospital representatives to
understand the general principles of PPP as well as to update them on the status of the TA, particularly
on the work done for the simulation studies.

The participants were briefed on general PPP principles, PPP projects in healthcare and the detailed
steps required during the feasibility phase. Key results, issues and recommendations from the
simulation studies were presented to participants. During the working group discussion, the
participants were grouped according to respective hospital to discuss on respective needs and prepare
an overview of the project scope. The representatives from Nakhon Pathom Hospital and DMS
continued to refine respective business case with the guidance of the follow-up question presented in
Appendix C-7 and in the presentation deck.

Key findings include:

» Most of the regional hospitals (i.e. Nakhon Pathom Hospital, Ratchaburi Hospital, Rajavithi Hospital)
have placed the development of the carpark building as main priority of their infrastructure needs

» The working group session has assisted Rajavithi Hospital to present a potentially feasible PPP
carpark project which we have further expanded and detailed in the Section 5.D

» A procurement representative from Chiangrai Prachanukroh Hospital has informed that under the
existing requlations, Chiangrai Prachanukroh Hospital has received all required government approval
to develop a car park building with private investor. The carpark model shared has similar concept
with PPP model. The revenue to private sector is structured such that the private sector is able to
collect retail rental from the retail spaces to compensate free / low carpark revenue collection from
the hospital users.

» Representatives from Nakhon Pathom Hospital have raised their concern on the various
infrastructure needs which will eventually make the project scope complex. For example, 90 beds
general hospital, private wards, carpark and etc.

» As the Medical Excellence Center requires more complicated scope, the representatives from DMS
are aware that further analysis and more historical data / information is required in order to create a
better business case and be prepared for the feasibility stage. Please refer to Appendix C-7 for the
work done during the workshop session.
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Knowledge Database

The purpose of MoPH's PPP TSU knowledge database is to proactively inform the public on structure of
PPPs in the healthcare sector. The knowledge database will be a centralized source of information on:

PPP concepts and principles
Thailand's PPP framework
Global hospital PPP case studies
Projects pipeline

Projects database

vVVvyyvVYyyvYyyYy

The initial content support for development of the MoPH website will be exclusively constrained to PPP
concepts and principles, Thailand's PPP framework and case studies. A brief overview of section
contents is described below.

» PPP concepts and principles

The website content describes the common elements attributable to various PPP definitions, PPP
models in their varying degree of roles and responsibilities of the private sector, contractual
arrangements of PPPs, key stakeholders, advantages of PPP over traditional procurement, risk
allocation and the concept of Value for Money. This should provide readers with the foundation to
explain the benefits of implementing the PPP model, understand criteria for performance
measurement and how an appropriate risk - reward mechanism can make the private sector more
effective than the public sector.

» Thailand's PPP framework

The website content describes the background of the Thai PPP framework, focusing on the PISU Act,
national development objectives and fundamental state policies under the “National Economic and
Social Development Plan” (NESDP)

The PISU Act mandates a five-year Master Plan, or “Strategic Plan on Private Investment in State
Undertaking,” which lays out operational direction and considerations for private participation
priorities and investments in line with the NESDP. The Master Plan is prepared jointly by the SEPO
and the PPP Committee and submitted to the Cabinet for approval, which outlines investment policy,
type of projects in priority areas, investment target and time frame.

» Global Hospital PPP Case Studies

Several case studies illustrating the application of the theoretical knowledge of PPPs in real-world
scenarios and how the model is specifically adapted to each project to achieve success were
prepared to be included in the website content.
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1. Introduction and Background

This section outlines the purpose of this document along with the background of TA-8575 and our
approach to support the anticipated scope of work.

A. Background to TA-8575

The objective of the Technical Assistance (TA) 8575 is to identify and advance a pipeline of PPP
projects in Thailand health sector, with a secondary objective of develop and promote capacity of the
Thailand Government (Government) to procure, manage, and monitor social sector PPPs.

The Thai Ministry of Public Health (MoPH) has set out objectives to increase the reach and depth of
health service coverage and offerings across the country. PPP offers the potential to increase private
sector participation in the delivery of supporting infrastructure and related services to deliver the
increased level of public health services by leveraging private sector financing, innovation and
technical and management knowhow, to attract the required investment.

We also understand that the Government has undertaken a number of reforms both directly related to
the health market and more generally with respect to the enabling environment for PPPs in the country
to enable greater private sector participation.

B. Original scope of work

Subsequent to the Inception Mission and as outlined in our Inception and Mid-term Reports, EY's scope
of work originally comprised the following six key tasks:

Task 1: Project inception and kick-off

Task 2: Review PPP policy and institutional frameworks
Task 3: Identify potential health PPP projects

Task 4: Build capacity and develop health PPP projects
Task 5: Conduct pre-feasibility study for pilot project
Task 6: |dentify potential for education sector PPPs

VVvyVYyVYVYY

Results of this work were presented in our Mid-Term Report.

C. Amended scope of work

As outlined in our Mid-Term Report, as endorsed by the MoPH PPP project committee chaired by Dr.
Amnuay on 8 June 2015, the scope of the TA was amended as follows given limited information
available on potential health PPP projects. The amended scope of work is summarised below:

» Stream 1: Development of high level assessment and evaluation of procurement strategy for 2
simulated hospital PPP projects: Mid-size General Hospital Facility and Specialised Medical Services
Centre;

» Stream 2: Conduct additional capacity building workshops;

» Stream 3: Provide support in building knowledge database for the MOPH PPP unit; and
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» Stream 4: Identify main legal and regulatory issues and support capacity and knowledge building

for legal and regulatory matters.

The detailed scope of work is provided in the Appendix A.

D. Report structure

This Report (Report) is sets out the key issues, results, conclusions and recommendation developed of
the course of the entire TA. The Report includes summaries of certain critical observations and issues
presented in the Mid-Term Report (included as Appendix B) to provide relevant context and background
in relation approach and results of our analysis to inform our final analysis of the issues and
recommendations.

The Report has been structured as follows:

1.

o

Introduction and background

Overview of Thailand healthcare industry

» Existing healthcare infrastructure and services

» Future demand for healthcare

Institutional and budgetary framework

» PPP requlatory framework

» Budgetary framework overview

Market capacity overview and considerations

» Service providers

» Funding providers and investors

Overview of the PPP projects simulation studies

» Mid-Size General Hospital (Nakhon Pathom Hospital)
» Medical Services Excellence Centre (Department of Medical Services)
» Car park (Rajavithi Hospital)

Summary of the main issues and recommendations

» Main issues

» Recommendations

Procurement strategy guidelines and recommendations
Development plan for the MOPH PPP-TSU

Summary of other TA tasks and initiatives

» Knowledge database overview

» Project communication strategy

» Capacity building results

» Summary of work completed for the Ministry of Education

10. Next Steps

» TA's continuation - pre-feasibility study
» Information required for the pre-feasibility study
» Terms of Reference for transaction advisor to develop feasibility study
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2. Overview of Thailand Healthcare Industry

A.

2.A.1 Hospital Segmentation in Thailand’

Existing Healthcare Infrastructure and Healthcare Services

The hospitals and healthcare facilities in Thailand can be segmented into 3 main categories: Public
hospitals, medical schools/teaching hospitals and private hospitals. Most hospitals in Thailand are
provincial public hospitals of various sizes that are supervised by the Ministry of Public Health.

Public Hospitals

RRegional Hospitals

» Bed: more than 500

» 26 regional
hospitals, serving
healthcare in 4
regions

» Tertiary Care

General Hospitals

» Bed: 120to 500

» 71 general hospitals
nationwide

» Secondary Care

Community Hospitals

» Bed:10to 120

» 723 community
hospitals nationwide

» Primary and
Secondary Care

Public Healthcare
Centers

» Bed: nil

» Primary Care

Medical Schools

Medical schools / Teaching Hospitals

» Providing most advanced medical
capacities (Super Tertiary Care)
» 13 medical schools in Thailand

|

>
>

Maharaj Nakorn Chiang Mai
Hospital (1,375 beds)

Siriraj Hospital (2,221 beds)
King Chulalongkorn Memorial
Hospital (1,439 beds)
Phramongkutklao Hospital
(1,236 beds)

Ramathibodi Hospital (1,378
beds)

Vajira Hospital (875 beds)
Srinagarind Hospital (991
beds)

Songklanagarind Hospital
(855 beds)

HRH Princess Maha Chakri
Siridhorn Medical Center (500
beds)

Thammasat University
Hospital (439 beds)
Panyananthaphikkhu
Chonprathan Medical Center
(320 beds)

Mae Fah Luang University
Hospital (107 beds)
Naresuan University Hospital
(400 beds)

Private Hospitals

Key facts:
» 321 private hospitals
nationwide

Listed-Chain Hospitals

» 8 hospitals listed in the Sock

Exchange of Thailand:

» Aikchol Hospital (AHC)

» Bangkok Dusit Medical
Services (BGH)

» Krungdhon Hospital (KD

» Lanna Hospital (LNH)

» Mahachai Hospital (M-
CHAD

» Ramkhanhaeng Hospital
(RAM)

H)

» Samitivej Hospital (SVH)

» Vibhavadi Hospital
(VIBHA)

Provincial Private Hospitals

» Refers to medium to small si
private hospitals, facilitating
needs for faster and more
comfortable services

ze

compared to public hospitals

» Supervised by
Ministry of Public
Health

» Governed by Ministry of Education
(medical schools with Super
Tertiary Care capacities)

» Private sector

1
Sources: (i) Soldiance, “The future of Thailand's Helathcare Industry in Tier 2 Cities - Outlook for 2015 - 2020"
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2.A.2 Key facts of Thailand Healthcare
2.A.2.1 Number of hospital beds and doctors per 10,000 population (2013)

Despite having relatively high number of hospital beds per capita in comparison to the ASEAN median,
number of doctors per capita in Thailand is below average. Shortage of doctors and nurses is one of the
main challenges of Thailand's healthcare sector that hamper growth of its healthcare industry.

Area Hospital beds / 10,000 people Doctors / 10,000 people
Global 26 13

ASEAN 10 6

Thailand 21 4

Sources: The World Bank, Hospital beds (per 1,000 people), Physicians (per 1,000 people)

2.A.2.2 Thailand healthcare spending

Public sector is the main provider of healthcare spending in Thailand. The spending is contributed
primarily from the Ministry of Public Health and from insurance schemes (national universal healthcare,
social security and civil service scheme).

Description 2008 2009 2010 2011 2012 2013 2014
Healthcare expenditures (Baht 'bil)
- Private healthcare expenditure 2.6 2.8 3.1 3.3 3.3 3.4 3.7
- Public healthcare expenditure 8.2 8.2 9.3 10.1 9.9 10.5 11.4
Healthcare spending (% of GDP) 3.9% 4.2% 3.9% 3.8% 3.8% n/a n/a

Source: Soldiance, “The future of Thailand's Helathcare Industry in Tier 2 Cities - Outlook for 2015 - 2020"

2.A.2.3 Top 5 leading causes of medical treatments and deaths in Thailand (2012)

Table below summarises the top 5 leading causes of inpatient treatment, outpatient treatment and
deaths in 2012:

Inpatient treatments Outpatient treatments Deaths
1 Hypertensive diseases Respiratory system diseases Cancer
2 Hemorrhagic and other blood Circulatory system diseases Accidents and poisonings
and immune system diseases
3 Digestive system diseases Endocrine, nutritional and Hypertension and
metabolic diseases cerebrovascular diseases
4 Diabetes mellitus Digestive system diseases Heart diseases
Heart diseases Musculoskeletal system Pneumonia and other lung
diseases diseases

Source: (i) Soldiance, “The future of Thailand's Helathcare Industry in Tier 2 Cities - Outlook for 2015 - 2020"
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B. Future demand of healthcare

Demand for healthcare services in Thailand is expected to increase as a result of the following:

>

Aging population: Thailand's population is aging and Thailand is expected to become an aged
society by 2022 with the number of senior citizen to increase to 19% of the total population
compared to 13% in 2012. The demand for healthcare services (particularly treatment and care for
chronic diseases) and elderly care is expected to grow with aging population trends.

Medical tourism: Medical tourism in Thailand increased by 17.5% annually from 2007 - 2011. In
2012, the number of foreigners seeking medical treatment in Thailand reached 2.53 million and
brought Baht 121.6 billion of revenue to the country. With the existing Thai's Government's effort in
promoting Thailand as a hub for medical, the number of medical tourist to Thailand is expected to
increase.

Urbanization outside Bangkok: Urbanisation outside Bangkok has been identified as one of the key
drivers for private hospitals investment. Higher purchasing power has encouraged consumers to pay
extra for similar healthcare services in private hospitals but with faster services and better comfort.
The demand for self-paid patients is expected to increase.

As part of health service planning it is critical to identify potential infrastructure gap in the near future
and the extent to which this gap can be met by existing hospitals (public hospitals, medical schools and
private hospitals). It is also important for the Government to analyse various infrastructure
procurement methods to fulfil this gap, for example, how a PPP could contribute to meeting this gap. A
PPP could be one of many procurement options used by the Government to deliver infrastructure
needed to meet increasing demand within the required timeframe by engaging private sector expertise
and funding capacity to deliver modern healthcare infrastructure facilities and to improve healthcare
delivery outcomes.

The following sections set out the key issues, findings and recommendation developed over the course
of the TA in identifying / developing a PPP healthcare project.
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3. Institutional and Budgetary Framework

A. PPP Framework Overview

3.A.1 PISU Act and its Requlations

The Government has taken an active stance in pushing forth legislative changes to garner greater
private sector participation in infrastructure projects. In early 2013, SEPO, within the Ministry of
Finance in Thailand, announced its plans to raise 30% of its THB 2.27 trillion (US$76bn) transport
infrastructure program from the private sector over the next seven to eight years. This figure
reportedly covers the Government's entire transport investment budget, and within this will be included
projects for high speed trains, double track rail and roads. According to government officials, likely
PPPs comprise electric-train projects including investments in the physical rolling stock.

The most recent initiative by the Government to stimulate the PPP market has been the introduction of
a new PPP law which aims to foster competition among private sector operators to generate higher
VM for the Government's authorities. Effective from April 2013, this Act titled Private Investment in
State Undertaking Act B.E. 2556 ("PISU Act") seeks to remove some of the challenges faced in the
previous PPP Act. For example, the new PPP Act will provides for a more streamlined approval process
which is intended to accelerate the processing of public-private partnership based contracts, from
nearly 2 years to under 1 year possibly leading to faster project implementation.

The PISU Act governs the following chapters:

General Provisions

PISU Policy Committee

Strategic Plan for PISU

Project Proposal

Project Implementation

Supervision and Monitoring

Contractual Amendment and New Contract
PISU Promotion Fund

Miscellaneous Provisions

Penalties

VVYVVYVVYYVYVYYVYY

PISU Act and the sub requlations address a number of issues that its predecessor failed to address
which previously caused uncertainties and require interpretations from relevant government agencies,
e.g. definitions, calculation of project value, renewal of contract, etc. The Act prescribes that SEPO
shall enact requlations within 180 days from the effective date and since then, the following
requlations have to date been enacted:

1. Rules and Procedures for Selecting a Qualified Member of PISU Policy 26 June 2013
Committee

2. Rules and Procedures for Preparing List of Experts Appointed as Qualified | 15 October 2013
Member of Selection Committee and Supervisory Committee
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3. Rules and Procedures for Hearing of Opinions for Preparing a PISU | 29 January 2014
Strategic Plan

4, Required Details in a Project Appraisal Report of Project Agency 29 January 2014

Qualifications of a Consultant 29 January 2014

6. Descriptions of Private Party which are not Qualified for Pand Persons | 29 January 2014
who are Unsuitable to Act as Consultants

7. Remuneration of Member of Committee, Subcommittee and Expert under | 7 February 2014
PISU Act

Rules and Procedures for Appraisal the Value of a Project 11 February 2015

Characteristics of Investment Contract Amendments which are considered | 11 February 2015
as Amendments to the Essential Substance

10. | Rules and Procedures for PISU in a Project having a Value Less than THB 17 March 2015
1 billion - Section 23 of PISU Act (also known as “Below THB 1 Billion
Regulations™)

11. | Strategic Plan for PISU in 2015 - 2019 10 June 2015

The cabinet has approved in principle the draft Ministerial Reqgulation to increase the project value
under section 23 of PISU Act from below THB 1 billion to be below THB 5 billion. We understand that
the “Below THB 1 Billion Regulations” shall be amended and will categorize two types of projects:

a) a project with project value of THB 1 billion and below THB 5 billion, and
b) a project with project value below THB 1 billion.

The draft Ministerial Regulation and the Notification are not publicly available for our review today. In
this report, we set out the laws and procedures under the existing legal thresholds (ie below THB 1
billion and THB 1 billion or more).

On 11 February 2015, SEPO and the policy committee have approved 5 sub-ordinate regulations under
PISU Act, B.E. 2556 as follows:

1. Project Calculation:

Project value calculation = total public and private investment/ assets, both tangible and intangible,
creates an optimal-level of utilization capacity during the whole life of the project. This should include
initial investment, CAPEX, and OPEX.

2. Selection Guidance: Guidance for private sector invitation and selection

» The majority concept of the requlation shall be aligned on the old PPP act, but with more
transparency.
» Project evaluation criteria are currently developed and consultation process takes place with private
sector representatives and government agencies.
» The primary evaluation criteria on selecting PPP project by SEPO :
» Primary need, necessity and urgency for the project
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» Alignment of the project with the country/ministry’s policy/strategy
» Value for Money when comparing with the costs if project is done by the government

Standard topic: The commercial principles in the PPP contract shall include:

Right and duty of each parties

Service fees and interest determination

No automatically extending of the contract

No potestative condition on private sector side

A vVyVVYVY W

Important amendment topics in PPP contract: (i.e. any amendment that increases benefit to the
private) shall be reviewed and approved by the Cabinet in order to improve transparency.

ol

PPP process of each level:

» First, the project should be clearly stated by its definition whether it's under PISU Act or not. PPP
project is defined as either infrastructure or public service project that provides benefit to the mass.
The PISU Act governs all private participation in state undertakings except for (@) concessions under
the law on petroleum, (b) concessions under the mining law and (c) any projects to be prescribed
under the Royal Decree.(section 7 of PISU Act).

Under section 4 of PISU Act, 'State Undertaking means an undertaking having one of the following
descriptions:
» an undertaking which a government agency, state enterprise, other state agency or local
administrative organization, either singly or collectively, have legal obligation to perform; or
» an undertaking which requires the utilization of natural resources or properties of one or
the several government agencies, state enterprises, other state agencies or local
administrative organizations, either singly or collectively.

“Investment” means a public-private participation undertaken by any means, or designation of a
unilateral private investment by way of a licence or concession or grant of any kind of right.

The key criteria to consider if a contemplated project is considered a PPP Project under PISU Act
are:

» Projects that government agencies have legal obligation to perform under the law (eqg to
provide health services to the public in case of Ministry of Public Health, while a car park
service to the hospital may not be the legal obligations for the Ministry of Public Health is
required by law to perform); or

» Projects involving utilization of natural resources or state properties (eg a car park building
constructed upon state properties operated by a private sector fall under this criteria).

A project that does not fall within these two criteria does not fall under the definition of state
undertaking and therefore PISU Act shall not apply.

An infrastructure project without private investment may not be a project under PISU Act. For
example, a construction of a public infrastructure by a private entity in the state properties under
the traditional procurement where the government agencies engage a private party to construct
infrastructure on private land in exchange of fees and the private sector does not have any rights
over the constructions after the completion. The private sector does not jointly invest with the
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government agencies and the government agency does not grant any concession or rights to the
private sector in constructing the project under traditional procurement method.

» Second, the government agencies and private party must comply with provisions under the PISU
Act for a project with private investment in state undertakings regardless of the amount of the
project. However, the guidance of the procurement approach should be leveled by the project
value, which are:

a. For > THB 5 bn. project; the project shall align under PISU act either the project is under PPP
definition or not.

» A project with a project value more than THB 1 billion under section 23 of the PISU Act (to
be increased to THB 5 billion under the draft Ministerial Regulation) has to comply with the
procedures set out under the PISU Act.

b. For THB 1-5 bn. project, the guidance is divided by its definition:

» Under PPP definition: the project shall align under PISU act

» Not under PPP definition, e.g. commercial real estate development project on government'’s
land: the project shall apply the same process as the project under THB 1 bn. Moreover, the
project shall be monitored by PPP committee and recorded in PPP database.

c. For < THB 1 bn.: the project shall be approved by its authorized ministry.

» In practice, every project that uses long term commitment for the government budget shall be
approved by the Cabinet (at any cost). A cabinet approval dated 10 February 2009 requires an
approval from the cabinet for any long term budgetary commitment for more than five years.

» For projects below Baht 1 billion, the SEPO guideline is to apply existing Procurement Regulations
with mutatis mutandis principle. SEPO has clarified that the responsible agency has to consider
competitive tender as the first procurement option. If competitive tender procurement option is
not available, then the Minister of the responsible agency will have to approval non-competitive
procurement method (direct negotiations with a sole-source proponent).

» A Standard PPP Contract is currently being developed by SEPO for PPP project of Baht 1 billion
and above (to be revised to THB 5 billion and above). SEPO has indicated that no additional
guidelines will be released on the Standard PPP Contract for projects valued under Baht 1 billion
(to be revised to under THB 5 billion). However, responsible agency can apply/ select relevant
topics from Standard PPP Contract of project under Baht 1 billion (to be revised to THB 5 billion)
and above to be used for project under Baht 1 billion. We note, that at the date of this report, the
Commission has not enacted the notification requlating the project with value between THB 1
billion to THB 5 billion.

Moreover, the SEPO informed that Thai PPP projects pipeline will see all projects divided according to 2
types as noted in the table below. Projects which must be undertaken under a PPP arrangement include
transport infrastructure projects which have been identified as critical requiring significant capital
investments, and considered complex to deliver hence there is merit to involving private sector to be
more efficient and effective in delivering and operating these types of infrastructure.
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The projects that MUST be PPP The projects supported by government to be PPP

Transportation Transportation

1. City railway 1. Packaging and distribution station

2. City toll way 2. Turnpike road development

3. Port 3. Common ticket management and maintenance

4. High-speed train 4. Airport operation and management development
Telecommunication Irrigation water and environment

1. Telecommunication network 1. Water quality system management and development
2. High-speed internet 2. lrrigation water management and development

3. Waste management

Public health and economics

1. Public education institution development

2. Science, technology, and innovation infrastructure
development

3. Public health infrastructure development

4. Drug, medical supplies, devices and equipment management

5. Public convention center development

Source: SEPO
B. Legal and requlatory framework issues

3.B.1 Distinguish the Procurement Methods and Authorization Matrix based
on Project Value

The procurement methods under the current regulations are in the following arrangement:

» Project below THB 1 billion: Regulations of the Office of the Prime Minister B.E. 2535 (1992)
(see Item 4.3.3 for more details)
» Project of THB 1 billion and above: Procurement processes under Chapter 5 of the PISU Act

The Below THB 1 Billion Notification prescribes that the Project Agency, which does not have its own
procurement regulations governing the state undertakings, shall apply the procurement regulations
applied to its procurement mutatis mutandis. Most of the government agencies apply the Procurement
Regulations of the Office of the Prime Minister for its procurement.

There are no guidelines to which extent the Procurement Regulations covers the process. The
Procurement Regulations governs procurement of goods and services including hire of consultants and
contain various types of procurement methods (eg bidding, special method, etc). This leads to
uncertainties on which provisions shall apply to a project with the value below THB 1 billion.
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Principally and practically the Procurement Regulations focus on the bidding of the lowest price while
the PISU Act focuses on value for money. The government has approved in principle a Procurement
Bill which is under consideration of the Office of the Council of State and certain criteria including the
value for money could be one of the criteria for government procurement.

3.B.2 Possible impacts from upcoming new procurement act

Further to Item 4.3.2, as Project below THB 1 billion relies on the Procurement Regulations, the
Regulations itself has not been up-to-date with the needs of procurement and has created some
obstacles over the years, particularly in connection with the efficiency on the procurement. The
Procurement Regulations have binding authorities within the government agencies and not the private
parties. The state enterprises are not directly subject to the procurement regulations but the cabinet
resolved that the state enterprises shall adopt the Procurement Regulations to the extent possible.

The Government is therefore introducing a new Draft Procurement Act to replace the current
Regulations. It is currently being reviewed by the Office of the Council of State and is expected to be
proposed to the National Legislative Assembly for the enactment process by the end of this year which
will be in force by mid-2016. The new Act will only stipulate the procurement broadly in principle; while
its reqgulations detailing the procurement process, which are still being drafted by the Comptroller's
General Office, will be issued by the time the Draft Act is effective.

The most significant alteration to the procurement process is that it will take into account the concept
of ‘value for money" which is in line with the PISU Act procurement.

3.B.3 Land related issues

PISU Act does not supersede any other existing laws or regulations. The government agencies must
comply with other laws and regulations in implementing the projects.

At this stage, the key issue that obstructs the development of the PPP project is in connection with the
with the use of land.

The following issues are challenges to the implementation of PPP project involving the use of public
land.

1) Project Agencies, e.qg. MoPH, cannot enter into the PPP Contract with private partners

The Public Land, also known as Ratchaphatsadu Land, is governed by the Public Land Act B.E.
2518 (1975) and requlations thereof under the sole responsibility of the Treasury Department,
Ministry of Finance.

All land that categorized as a Public Land will be in the responsibility of the Treasury
Department even the land is acquired by other government agencies (eg If the land obtained
for hospital by means of donation or using hospital fund to acquire, such land will automatically
become Public Land under the supervision of the Treasury Department and the Treasury
Department could then distribute the said land to the MoPH to be administered and utilized in
accordance with their relevant intended objectives).
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Any other utilizations of the Public Land must acquire a prior approval from the Director-
General, Treasury Department. In this case, the utilization of Public Land by private partners
under the PPP Project would require the private partners to directly enter into agreements with
Treasury Department and not the government agencies who would in fact utilize the Public
Land. This results in a situation when Treasure Department will need to be another party of the
PPP agreement and will need to enter in a land lease / transfer agreement with MOPH.

MoPH will have to temporarily transfer the land to the Treasury Department for a limited period
of time concurrent to the project; in turn, the Treasury Department will enter into contractual
agreement with the private partner in the name of the Treasury Department and then delegate
certain work to MoPH to transact directly with private partners on behalf of Treasury
Department.

The issues arising on the delegation and control between MoPH and Treasury Department and
to what extent Treasury Department wish to delegate the authority.

2) Restrictions on entering into long-term lease on Public Land

Under the regulations issued under the Public Land Act, it may not be possible for the Treasury
Department to enter into a long term lease with private partners.

3) Reluctance to return the Land to MoF by relevant Project Agencies

Once the Public Land is returned to the Treasury Department, Ministry of Finance, the Treasury
Department in theory is able to permit the other government agencies to use the Public Land.

We note that the Treasury Department does not permit sub-leasing in the lease agreement in
practice and private partner cannot create any encumbrances, e.qg. selling, mortgaging, etc., to
the Public Land.

In recent development, the Treasury Department has informed that there will be an
amendment to the Treasury requlations in order to pave way for PPP project in the future,
whether by amending the current regulations or issue a new set of regulations to deal with this
issue, it is yet to be confirmed.

Recommended action: There should be an enactment of new requlations to specifically carve out PPP
Project from reqgulations issued under the Public Land Act.

3.B.4 Asset ownership, transfer and security

Under the Treasury Regulations, the ownership of any structure constructed on the Public Land shall
be transferred to the Treasury Department upon completion (BTO).

However, the Director-General of the Treasury Department can permit the structure constructed on
the Public Land it can be transferred upon termination of lease term (BOT) for the public interest or of
governmental necessity.
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The question at issue is whether this PPP Project is regarded to be for the public interest by the
Treasury Department and thus will delay the transfer of ownership to allow bankability for private
partner.

We note that the Business Collateral Act, which is currently in the final stage of the National Legislative
Assembly, will be enacted within three months and enter into force one year therefrom, might facilitate
collateral enhancement for private partner.

Recommended action: MoPH is to request a confirmation from MoF that this PPP Project will be
considered a project developed for the public interest.

3.B.5 Standard contract framework

Currently, there are no specific guidelines for standard PPP contract. SEPO will issue the framework for
the standard PPP contract and calculation method for PPP Project evaluation guidelines for Project
above THB 5 billion. For Project below THB 5 billion, it is envisaged that the standard PPP contract for
Project above THB 5 billion can be used since it is not known if SEPO intends to issue any additional
standard contract. The timeframe for the issuance of such framework and guidelines is not yet known.

The current lack of proper regulations regarding procedures for PPP Projects particularly below THB 1
billion and THB 1 - 5 billion, and lack of a Standard PPP Contract is likely to cause some delay as there
is no clear structure or guideline for relevant parties to implement PPP. MoPH can also use it's existing
procurement framework for PPP projects below THB 1 billion, particularly for commercially viable
projects that require no government funding.

3.B.6 Payment mechanism

The Payment Mechanism is a key financial factor underpinning the financial viability of any social sector
PPP project, as it governs how the private party will be paid for the services provided.

For many social sector PPPs, the private sector needs to rely on a payment stream from Government as
third party revenues derived from the delivery of the public health, education or other social services
are generally not sufficient to cover the private sector’s costs of delivering and operating the related
physical infrastructure. This is often as a result of pricing for medical, education and other such social
services typically being requlated to ensure universal access.

As a result, the private sector needs to be confident that the government payment obligations under
the Payment Mechanism will be forthcoming. As such private sector will seek to understand the
Government budgetary and appropriation process to determine the likelihood that such a process can
impact payments due to them by delay or non-payment.

As mentioned in Item 2.2.4, the budget appropriation is typically carried out on a yearly basis. In
addition, the Cabinet Resolution of 10 February B.E. 2552 (2009) resolved that a budgetary
commitment should not be longer than 5 years; otherwise, a prior Cabinet's approval is required. As
such the following challenges should be recognized, which affects both private and public sector who
seek long term financial commitment, to support the PPP availability payments:
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» Given the budgetary process, relevant government agencies would be disinclined to
appropriate budgetary commitment over a long period of time.

» For Project below THB 1 billion, as it's a long term budget commitment, a require Cabinet
approval is likely to be required even the “Below THB 1 Billon Regulations” does not require
cabinet approval.

» No priority is given to budget appropriation for PPP Project.

These are issues which are recognized by SEPO, so SEPO and the Bureau of the Budget are working
together to develop the amendment for PPP Project exception to this rule. However, the timeframe for
this process is yet to be confirmed.

3.B.7 Operational budget

It is possible and advisable to use some funds from the hospital operational budget to support the
hospital infrastructure activities pursuant to its internal regulation - we understand that MoPH is
currently reviewing the rules on how to carve out the use of funds from the operational budget
provided to a hospital for the PPP Project. Further evaluation will be undertaken as to how to utilize a
component of the hospital operational budget for PPP payments. Importantly this will serve to avoid
double payments if government funding provided to the hospital also covers infrastructure related
expenditures, both capital and operational. It will require additional analysis to determine what portion
of the hospital operational budget will need to be allocated to the PPP project to partially cover
construction and maintenance of new infrastructure assets.

C. Budgetary Framework

We have examined the budgetary process in Thailand and presented our conclusions and likely impact to
potential social sector PPPs in the Mid Term report. The following sections are a summary of this
analysis to inform the project team on how best to structure commercial arrangements, or whether
projects will require some form of financial support to mitigate budget appropriation risk (e.g. political
insurance).

Our analysis in this section was informed by meetings held with the Bureau of the Budget and SEPO
conducted in August and September 2015.

3.C.1 Ministries relevant to budgetary matters

There are three primary government entities involved in the budgetary process in relation to social
sector PPPs, namely the:

Procuring Authority, MOPH (healthcare) or MOE (education), which collates all its budgetary
requirements and submits to the Bureau of the Budget for approval,

Bureau of the Budget, which reports directly to the Prime Minister, collates the budgetary requests from
all ministries in Thailand and submits proposed appropriations to Cabinet for formal approval, and

MOF, which is responsible for disbursing approved appropriations.
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Figure 1 below provides a high-level overview of the parties involved in so far as they relate to funding
PPP arrangements. We have used a health sector project as an example below so MOPH has been
shown as the project owning entity. This would be replaced with MOE in the context of an education
project example.

Figure 1 - Overview of Thailand's budgetary process

Cabinet
Budget Finalised budget
approved request submitted to
Parliament for
approval
. ser0 |
i ! Bureau of the
! (a department of: MOF Budget
: MOF) !
_______ A ———
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i Disbursement
1 of budget
d appropriation
| Budget request for
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! PPP agreements
R MOPH

Co-investment /
grant to PPP project
where SEPO sees
the need to improve
project viability

PPP agreement

Private
sector
entity

Project owning ministry

I:] Government entity involved in budget preparation,
approval and disbursement

1 Case-by-case funding source

In addition to the three ministries mentioned above, there are two other government bodies that will be
involved specifically with PPP projects:

NESDB, which will assess a proposed project for its alignment with the Thai Government’s medium term
investment plan, and

SEPO, a department within MOF which is responsible for development of the PISU Act, and overall
management of PPP projects that fall under the Act. We understand that SEPO also evaluates the
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merits for providing grants or other special funding to PPP projects to improve their viability and/or
appeal to private sector bidders.

3.C.2 Budgetary process

Thailand has a well-established budgetary process. Central to this is the Bureau of the Budget, which
reports directly to the Prime Minister and is primarily responsible for the budget's preparation, collation
and disbursement. The Thai budgetary process is as follows:

On an annual basis, ministries (e.g. MOPH, MOE, etc.) collate and consolidate the budget requests of
their departments. They prepare a formal budget request that separates their operating and
investment requests. The request is submitted to the Bureau of the Budget.

The Bureau of the Budget assists government agencies prepare their annual budgets and collates all
budget requests from the various ministries. It analyses budget requests for reasonableness by
comparing against prior years, and for the investment budget in particular, against precedent projects.
It seeks clarifications if necessary. It also moderates requests based on ‘budget ceilings" which are
determined using economic assumptions and calculations prepared in collaboration with the Bank of
Thailand (Thailand's central bank), MOF and NESDB. A consolidated budget request outlining proposed
appropriations to the various ministries is submitted to Cabinet for approval.

The Prime Minister introduces the budget to Cabinet, first to be approved by the House of
Representatives (lower house), and then the Senate (upper house). The House of Representatives
cannot propose additional expenditures in the budget, it can only seek reductions. To do this, the House
of Representatives requires the endorsement of the Prime Minister. The Prime Minister therefore
effectively has a veto over any proposed amendments. Once approved by the House of
Representatives, the budget is presented to the Senate.

The Senate cannot make any changes to the budget, it can only vote to approve or deny the budget as a
whole.

Once the Senate has approved the budget, it is submitted to His Majesty the King for Royal Assent.
Upon receiving Royal Assent, the Bureau of the Budget works with MOF to make the approved
appropriations.

3.C.3 Implication on PPP project

The above process is comprehensive and results in annual appropriations to Government Ministries
categorized as one of the five following types:

1. Personnel expenses
2. Operating expenses
3. Subsidies

4. Investments

5.

Other expenses
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The "other expenses” category is typically used for small items that are closely monitored and

separately reported.

We are not aware of any, large scale social sector PPP projects in Thailand, i.e. those relying on
government funded availability payments as a primary source of revenue. .

We summarise some of the key challenges to procuring PPPs resulting from the existing budgetary
process including a discussion on how each could impact the bankability of PPP Project (see Figure 2):

Figure 2 - Key areas to address to procuring PPPs resulting from Thailand's budgetary process

Consideration Discussion

Operating vs.
investment budget

Social sector PPPs typically rely on availability payments from Government
as their primary revenue streams. These payments are generally structured
as escalating fixed annual payments, covering the life of the PPP
agreement

As each annual payment incorporates an element of capital, financing and
operating expense throughout the term of the contract. As such the nature
of the payment would not directly align into the five cateqgories of budget
allocation currently used by the Bureau of the Budget

Government will need to decide which of the five cateqgories, or part
thereof above the payment will need to be classified as from a budgetary
perspective

Our initial discussion with the Bureau of the Budget indicated that funding
would be allocated to each of the five categories based on a pre-
determined formula for such projects. This approach is yet to be tested by
the Bureau of the Budget and MOF to ensure sufficient funds will be
committed over the long term. We view this as a key area to be developed
as part of the pilot project

Annual appropriation

From our discussions with SEPO, it is unlikely that government guarantees
will be provided to support government's long term payment obligations.

The government's budget appropriations are annual in nature, with the
budget process repeated each year. As such private sector will need to be
comfortable that the government’s budgetary processes are sufficient to
ensure that funds are available to meet the PPP payment obligations over
the long term. The extent of level of comfort in relation the government
budgetary process will need to be tested as part of the pilot projects. Given
Thailand's investment grade credit rating and the existence of a liquid
domestic debt and capital markets especially where there is sufficient
market appetite and sponsors who may be willing to take a view on
government’'s commitment to long term payment obligations.. We note
also that certain credit enhancement products from ADB may be available
in the event budget process risk needs to be further managed

The above considerations are key issues which require further development during the pilot project
phase to ensure that availability based social sector PPP projects can be bankable.
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The MRTA Purple Line PPP, which is currently in market and is Thailand's first ever "availability
payment” PPP, will be a good indicator of the market's appetite for such arrangements. While the MRTA
Purple Line PPP is a transport sector project with which the private sector in Thailand is more familiar, it
should provide lessons that can be applied to social sector PPPs, specifically in relation to risk
allocation, contractual structures and importantly, how the private sector deal with some of the
government budgetary process challenges noted in the table above.

3.C.4 Flow of funds within MoPH

Government expenditure on health in Thailand is relatively high, and has doubled over the last two

4
decades from 1.5% of GDP in 1995 to 3.7% in 2013 . It is expected that health care expenditure will
continue to rise both in nominal terms and as a percentage of GDP.

Figure 3 - Summary of public health insurance schemes in Thailand

Civil Servant Medical Benefit Social Health Insurance (SSS) — Universal Coverage Scheme

Scheme (CSMBS) — since 1963 Since 1990 (UCS)
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group for in-patient

Funding Funding

l

Hospital System

Source: Bureau of Policy and Strategy, Ministry of Public Health; NHSO Annual report 2013

As the table shows, the chief funding mechanism for health care is the Universal Coverage Scheme
(UCS) managed by the National Health Security Office. This scheme and the National Health Security
Office were established in 2001. The UCS allows members to receive services at registered contracting
units for primary care (CUP) of which almost all are public facilities. If registered facilities cannot
provide proper treatment, patients will be referred to a higher level of health facility. The payment
mechanism for the UCS is a capitation grant (a fixed rate paid per user registered to a CUP). The grant
was based on a rate of THB 2,693° as of 2011 per registered person and is prepaid to the CUP.

For SSS, users must receive services at a registered provider’s hospital, which can be either private or
public, with most located in Bangkok and other urban areas. The payment method for the SSS is a
similar capitation payment from government, with hospitals eligible for additional payments based on
volume of use and a pre-agreed price list for services.

* Database: World Development Indicators, Last updated 10th September 2015
° World Bank Report - Health Financing Reform in Thailand: Toward Universal Coverage under Fiscal Constraints -2013
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For the CSBMS, participants are eligible to receive treatment at any regional hospital and the hospitals
are paid on a fee-for-service basis.

Funding for public healthcare currently flows through to public and private health providers via
Universal Health Care Coverage, Social Security Scheme and Civil Servant Medical Benefit Scheme
(CSMBS). Responsibility for the Health budget in Thailand rests with National Health Security Office
(NHSO).

3.C.5 MoPH budgeting process

The budgeting process is differentiated between budgeting for capital expenses and operating
expenses. Individual hospitals may have the ability to generate their own revenues which can cover
operating costs, and as such hospitals have in theory a degree of autonomy over budgeting for
operating expenses.

Hospital revenues are primarily from the three public insurance schemes, plus any additional patient
fees or co-pays the hospital collects. While the flow of funds would indicate a high degree of autonomy
in theory over budgeting and expenditure for operations, in practice as a result of recent anti-
corruption measures, hospitals must apply centrally for approval to disburse funds even for small
expenses. As a result, there is an increasing level of centralization over hospital operating budgets.

Budgeting and decision making for capital expenditure is more centralized. The regional inspector
generals prepare capex plans for the hospitals in their regions, and then submit the region-wide plans
to the Ministry for approval.
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Figure 4 - Representation of MOPH's budgeting process for new capital investment
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3.C.6 MoPH procurement process

Through our discussions with both the MOPH and input from our national health sector expert, we
understand that the ministry's procurement process for major investment initiatives mirrors the
budgeting process in that it is decentralized and largely under the control of the Regional Inspector

Generals.

Investment requests from hospitals within a region are submitted to that region's Inspector General
Investment budget is allocated to the region from MOPH, which we
understand to be a simple pro-rata of MOPH's overall investment budget, is then applied to specific
projects in accordance with this priority. Priority projects are reported to MOPH for official central
approval, however our discussions with MOPH suggest that there is no central oversight or control of

and prioritized at that level.

these investment decisions.
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As far as we have been so far able to ascertain, each region has autonomy over how it prioritizes
investment so long as the region's general direction of investment is in line with the national health
agenda.

Recommended Actions: We view that it would be appropriate for MOPH to establish a clear decision
tree with embedded delegations of authority to assess the suitable procurement options which require
capital investments. This will allow a clear and consistent mechanism for projects to be identified by
the Inspector Generals as suitable for PPP to then be elevated to MOPH level for central coordination of
pre-feasibility / feasibility studies, and ultimate tendering / procurement.
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4. Market Overview and Considerations

A. Market capacity to deliver services

The extent of involvement of private sector under a PPP arrangement may vary depending on the PPP
model adopted. Under a “simple PPP" project private sector can provide a range of services, from the
facility design and construction during construction phase, to various services during operational
phase, such as facilities maintenance and support services provision.

In a typical health care PPP model private sector will be responsible for the design, construction,
infrastructure maintenance and some support services ( such as medical equipment services). In most
cases the public sector in most PPP arrangements will retain the responsibility for the provision of
medical and nursing services and hospital operations.

There is extensive international private sector expertise to deliver healthcare PPP projects as
evidenced by the number of PPPs undertaken in the healthcare sector globally. We view that
international players will likely be interested to participate in well-structured healthcare PPPs in
Thailand.

In this section, we assess the readiness of Thailand’'s market to participate in healthcare PPPs. We
have undertaken an assessment of the pool of firms which are based in Thailand that could potentially
participate in healthcare PPPs.

4.A.1 Construction contractors and EPC Companies

There are more than 590 companies operating in the construction business that are members of the
Thai Contractors Association, including Thai companies, foreign companies and joint ventures between
Thai and foreign companies. The main domestic EPC (engineering, procurement, construction)
companies in Thailand are Italian-Thai Development, CH Karnchang and Sino Thai Engineering &
Construction. These companies are mainly concentrated in developing transport and power PPP
infrastructure projects.

Italian-Thai Development Plc

Ch. Karnchang PIc

Sino Thai Engineering and Construction Plc
Syntec Construction Plc

27 Engineering Co. Ltd.

Thai Polycons Plc

Ritta Co. Ltd

Powerline Engineering PIc

~N N0 Ul oo U= W

Based on the extent of developments in Bangkok, we view that there is a good availability of
constructions companies which are capable of delivering high quality buildings.

From our discussions with these companies, one of the main concerns regarding Thailand's
construction sector is related to growing indications that Thailand does may not have sufficient
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workers and construction materials to complete its growing pipeline of construction projects. While this
is not a specific PPP concern, this may reduce construction companies’ interest and ability to take on
new infrastructure projects, particularly more complex ones. Recently, the Thailand Labour Ministry
projected that Thailand will be short of 1.6mn labourers over the next five years.

Hospital Design Companies

Building a healthcare facility requires industry specific expertise to design a facility that would create
operational efficiency promoting economy, convenience, and comfort whilst ensuring the necessary
health and safety standards are met.

The basic form of a hospital is based on its functions: inpatient related, outpatient related, diagnostic
and treatment functions, administrative functions, etc. The design of the hospital will govern the
physical relationship existing between these functions and should facilitate easy movement of people,
materials and waste.

Additionally, the hospital design may adhere to other guidelines, for example the recommendation for
naturally-ventilated healthcare facilities set by the World Health Organization. Furthermore, the facility
designs are required to be compliant with the standards of the Design and Construction Division
(Department of Health Service Support).

It is therefore, imperative, to select a hospital design company with prior experience to avoid delays in
the PPP process. Listed below are hospital design companies and their number of project experiences
in both public and private hospitals in Thailand.

Given that Thailand has developed world class private hospitals we view that there would be good
availability of hospital design expertise.

Architects one hundred and ten Co. Ltd. 15
Teac Company Limited 13
DESIGN + DEVELOP Co. Ltd. 25
Satapanik Sutham Co. Ltd. 4

4.A.2 Property Management Companies

We view there is good availability of property management companies who are able to provide the
envisaged facilities management services. Numerous property management companies are present in
Thailand, including internationally based global providers of this service. These companies essentially
oversee the services related to the maintenance of the building structure of a facility to ensure the
entire property is in the correct working order. It is common for many public hospitals to carry out
minor maintenance tasks in-house and individually outsource major maintenance tasks, such as
elevator servicing, to private companies.

Incorporating property management encourages private sector to incorporate whole-of-life cost into
the design and construction of a facility. It has been noted that the private sector is aware of the
synergies that exist, and perceive a model that incorporates DBFOM into the PPP, constitutes as a less
risky project.
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Below is a limited list of property management companies present in Thailand.

Savills Thailand

Jones Land LaSalle Thailand

Knight Frank Thailand

CBRE Thailand

DTZ Thailand

Plus Property Co., Ltd.

Property Professional Services Co., Ltd.
ACR Management Co., Ltd.

VYVVVYYVYYVYY

4.A.3 Medical equipment suppliers

As is the trend in many developing countries, Thailand imports most of the major medical equipment
from multinational companies while the domestic companies could only provide small equipment and
medical supplies. Currently, public hospitals have either bought major equipment such as CT from their
own funds (mainly from donations) or outsourced the service to certain private companies on a short
term contract with either a rental or profit-sharing payment arrangement.

Commissioning the supply of medical equipment to the private sector will ensure close coordination
between the design and construction contractors, and the equipment vendors to ensure operational
design is optimal. As previously mentioned, this will also ensure the incorporation of whole-of-life cost.

Global firms which currently provide medical equipment to hospitals in Thailand include GE Health Care,
Siemens and Phillips.

A Managed Equipment Service (MES) is a typical solution offered to manage all medical equipment in a
hospital including the ownership, provision, purchase, installation and commissioning, user training,
asset management, maintenance and replacement. GE Health Care, Siemens and Phillips have
established local service networks in Thailand as they are the main medical equipment providers.

4.A.4 Support services providers

Supporting services, otherwise referred to as soft facilities management, refer to services required for
the operation of the facility but not related to the building structure. Soft services provide support to
the activities within the Facility and may comprise general management services, helpdesk services,
catering services (patient and non-patient), housekeeping services, laundry / linen services,
information and communication technology, security and waste management. These services are
mostly carried out in-house by public hospitals specifically the cleaning, laundry, catering and security
services. In some cases, catering to visitors in the form of a canteen is outsourced to local merchants
around the area. However, there are major private companies who provides services such as cleaning
(PCS), laundry, security (ISS) and catering (Sodexo) for office/ commercial buildings as well as for
private hospitals.

We view that there is market capacity is currently available in all service lines. These services are
primarily being outsourced by private hospitals in Thailand, on an independent basis. However, the PPP
model typically consists of a consortium of members incorporating these services into one package.

A lead consortium member would package these services and collaborate with the other consortium
members to work under one PPP umbrella for MoPH. Key considerations for enhancing the local market
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capacity in making PPP implementable would be to further test and assess the willingness of such
service providers (mentioned above) in becoming the consortium leader for this PPP project, in which
the party with the highest stake would normally become the leader. Additionally, the existing scale and
future expansion plan of these private operators must be further investigated in depth in order to
assess their ability to deliver the proposed scope of the PPP project.

B. Readiness of service provides to participate in PPP projects

The PPP model has been implemented in Thailand primarily in the transport and power sectors,
however a clear understanding of the benefits that can be realized from the PPP model in the social
sector is still varied amongst public and private sectors.

As such, there is strong interest to participate in large transport projects as well as projects in power
and utilities sectors. Thailand is primarily knowledgeable of project schemes where private sector is
required to provide a significant investment as well as the revenue / demand risk absorption.

Market interest for PPP projects in the social sector will required building awareness based on the fact
that these types of projects would normally rely mostly on Government funding. The Government's
payment would be required to fully support such projects with none or limited commercial revenue
potential. Apart from the few major players/ companies with an abundance of skilled resource and with
prior work experience with the government, the mid-sized companies and investors will also be less
familiar with PPPs and market soundings will be required to entice interest and competitiveness.
Hence, key factors to promote market competitiveness include:

» Clear scope of work and business case for private sectors: Private sector must have a clear
understanding of their area of potential participation in the PPP project (including the roles of
public sector) in order to determine their interest. The payment mechanism and allowance for
reductions must be clearly defined to enable the private party to perform a comprehensive and
thorough assessment.

» Allocation of risks: Based on the assigned responsibility of the private sector in the PPP project,
private operators would assess all the possible risks involved and compare it against their
acceptable level of risks in order to determine their interest. However, the healthcare industry’s
specific requirements could add incremental risks and complications to the private partners and to
the project (i.e. health and safety standard requirements).

» Required returns: The returns offered by the Government should be adequate to incentivize the
private party to participate in the project, and should sufficiently compensate for the allocated
risks.

As there is no precedent case of a PPP in Thailand's social sector, it is recommended to provide
workshops and educational material to the private operators in order to increase their understanding,
and entice their interest and competiveness.

It will be also useful to include Request for Expressions of Interest (RFEI) in the procurement process to
provide Government with sufficient information to draft a clear RFP given limited information on
market capacity and competitiveness.

The feasibility study of the pilot should assess the optimal model to ensure market attractiveness for a
healthcare PPP project. A number of countries in ASEAN are also exploring or have implemented social
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sector PPP projects including Singapore and Philippines.
as part of the pilot study.

These learnings should be taken into account

C. Funding providers and investors

4.C.1 Funding providers

The characteristics of the infrastructure project, including the design and engineering challenges, and
project risks allocation, are important determinants to the application of debt capital. In addition, the
contractual framework and the institutional arrangement are also crucial factors determining the debt
capital. Various funding providers have different appetite for risk and can offer different strengths and
drawbacks in relation to the funding solution.

Government Loans

« Direct Government equity
participation

« Support inward funding and
investment into their
economy, particularly for high
profile projects

« Government participation
brings credibility to an
investment and generally
strengthens the ability to raise
other capital funds from the
private market.

 Supports / incentives may
also be in the form of:

- Regulatory changes
- Tax concessions
- Government guarantees

Commercial Banks

« Primarily focus on senior debt
« Given high capex, loans

typically require syndication

« May be in the form of term

loan, bridge loan or working
capital facilities

« Debt is typically provided

based on floating interest
rates such as LIBOR or other
relevant cost of funds plus
applicable interest margin

« Documentation typically

consists of loan agreement,
inter-creditor agreements and
security documents

« Long-term loan available and

may be made in more than
one currency

Debt Capital Markets

« Infrastructure project bond
« Primarily used for

infrastructure and PPP

« Offers long-term fixed-rate

financing

« Coupon (interest rate) and

other key conditions of the
bond are fixed based on the
market at the time of
underwriting

« Credit rating is assigned to the

bond by rating agencies

« Tax advantage to bond

investors

Export Credit Agencies

« ECAs that are active in project

finance: USEXIM; JBIC;
KEXIM

« Facility is used to promote the

sale and export of products
manufactured by resident
companies

+ Support projects through

direct loans and/or export
credit guarantees / insurance
(political and/or commercial
risks)

« Common for EPC contracts to

contain local content
requirements that oblige the
contractor to source materials
from the country where the
project is being constructed

« Commercial lenders may rely

on the guarantees to support

Multilateral Agencies

+ Some multilaterals are IBRD;

IFC; ADB; JICA

« Promote int'l investment for

regional development

« In challenging liquidity cycle

and limited commercial debt,,
multilateral agencies are
playing increasingly important
roles in providing debt and
guarantees to infrastructure
projects

« Support from multilateral

agencies mitigates political
and regulatory risk

+ Mobilizes commercial / private

financing that would otherwise
be unavailable

« Supports may be provided

through a range of equity,
loan and guarantee products

the borrowings

Commercial banks

Thailand has an active and liquid banking market which is critical to development of a successful PPP
program. There are 14 registered Thai commercial banks, 4 subsidiaries of foreign banks, 12 foreign
bank branches, and numerous foreign bank representative offices in Thailand. Local financial
institutions are active in providing funding to listed companies who are involved in infrastructure
projects, especially in the power sector, in the form of syndicated loans or as an underwriter on
infrastructure fund. Additionally, various local commercial banks are providing construction funding to
private companies, particularly on the mass rapid transit projects. The construction funding
arrangement typically includes a bullet payment upon completion with interest to be paid by the
government. These terms are in addition to the normal credit lines in which local commercial banks
supported the private companies on working capital or extended into bridging loans. Below is the list of
commercial banks which have experience funding infrastructure projects:

EGATIF (infrastructure fund)

Various SPP projects

Gulf power generation (syndicated loan)
Ratchaburi power plant (syndicated loan)

Siam Commercial Bank (SCB)

vVvyyvyy
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True Crop. On 2G/3G network expansion

ABPIF (Infrastructure fund)

Coordination with leading company in renewable energy
business to support on its project funding

Various SPP projects

Gulf power generation (syndicated loan)

Ammata B. Grimm power plant projects

EASTW on water concession project

Kasikornbank (KBANK)

vy

Bangkok Bank (BBL) Ammata B. Grimm power plant projects
Ratchaburi power plant (syndicated loan)
Krungthai Bank (KTB)

Ratchaburi power plant (syndicated loan)
True Crop. On 2G/3G network expansion

EASTW on water concession project

Bank of Ayudhya (BAY)
CIMB (Thai)
LHBank

Ratchaburi power plant (syndicated loan)

Gulf power generation (syndicated loan)

ABPIF (infrastructure fund)

V V, V VVVVVYVY VVYYY

In addition, there are a number of foreign commercial banks, such as Mizuho and BTMU, who are active
financing power projects in Thailand including the syndication of Gulf power generation.

Commercial banks will most likely be primary providers of debt finance for greenfield PPP Projects.
There is significant international precedent of successfully financing and delivering social sector PPPs
however as of today, there is limited precedent. The local banks have expressed initial concerns with
respect to the payment mechanism and the extent of government support underpinning the long term
payment obligations. Another area which would support bank participation would be the presence of
financially strong and experienced sponsors.

It has also been suggested that, if possible, there shall be participation from government banks for the
first few PPP projects, this could provide the wider banking with further comfort of the government’s
commitment to such projects. Furthermore, other significant terms such as entitlement rights of
assets, recourse terms, minimum cash flow cushion, etc., could also be added into the bank's
consideration list. Similarly, for construction companies, the valuation of all risks involved in the
project is more of a concern than project during evaluation.

In conclusion, there is positive interest from the local banks however further market testing must be
conducted as part of the pilot project phase continue to develop the banks' understanding of the
project risks.

Capital Markets

There are over 500 companies listed in the Stock Exchange of Thailand, which readily issue corporate
bonds as an alternative source of capital for infrastructure projects. According to the Thai Bond
Market Association (September 2015), the country’s overall registered outstanding bonds are valued
at THB9.8 trillion, in which 75% are being issued by the government and its agencies (including SoEs)
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followed by over 24% by private sectors and less than 1% from international entities. Given that most
of the 1-year corporate bonds are normally rated BBB- or above, by either international or local rating
agencies, almost 45% are being subscribed by local asset management companies, 36% by non-resident
(foreign) investors and 6% by insurance companies. In 2014, the largest portion of outstanding long-
term corporate bonds was in Energy & Utilities 20%, followed by the Banking sector 18%, Property
Development sector 11%, Financial and Securities sector 9%, Construction Materials sector 9%,
Transportation and Logistics sector 4%, Information and communication Technology 3%, and others on
the remaining.

Below is the list of major infrastructure players with bond issuance for funding:

e Power and utilities: EGAT, GLOW, NPS, EASTW (water), TTW (water)

e Transport: AOT (airport), BTS (rail), BECL (highways), Don Muang Tollway
e Telecommunications: DTAC, TRUE, ADVANC

¢ Renewable energy (B/E issuance): Gunkul, EA, Demco, Solar, TSE

Although the government bond duration could reach up to a 30-year period, with returns of almost 4%,
the timing of major corporate bonds could be up to 15-years with returns varying according to the
business risks and rating. Hence, the capital markets present an additional potential funding source for
PPP project, however further education is required similar to banks.

Equity Investors

Equity investors will require a risk-adjusted return on their investments. Project bankability, legal and
institutional stability, project risk profile, and robustness of requlatory and economic frameworks are
critical components to attract equity capital into infrastructure projects.

Government Equity

« Direct Government equity
participation

« Demonstrate Government
commitment and support for
the project

« Typically a minority stake to
allow for private control and
operation

« Support inward funding and
investment into their
economy, particularly for high
profile projects

« Government participation
brings credibility to raise other
capital funds from the private
market.

Operators

* Global telecommunication

companies with technical and
commercial expertise to
operate the business

« Long-term investors that can

export institutional capability
and technical know-how to the
local Government and people

« Active investors that demand

significant or full control of the
business operation

« Creating value across the

asset lifecycle

Strategic Investors

« Financial institutions or

conglomerates that are
diversifying their portfolios

« Passive investors
« Critical of corporate

governance principles

« Deployment of capital subject

to fulfillment of condition
precedents or project
milestones

« Will require a technical partner

for the business operation

Construction Company

« Engineering, procurement and
Construction Company (EPC)
that has the technical
capability and financial means
to undertake the construction

« Short-term investors that
intent to exit upon asset
commercialization

« Will require a technical partner
for the business operation

Private Equity

« Dedicated funds targeting
infrastructure investments

« Looking for growth potential
from early investment

« Appetite for risk but also
demand high return from
investment

« Defined investment period

» Working towards investment
objectives and exit strategy
within the defined period

* Management control but will
require technical partner for
the business operation

Developers / Construction Companies

Globally, developers and construction firms continue to be key investors and sponsors of greenfield
PPP projects. These firms play lead role to develop the project in addition to also delivering the
construction element of the Project. A strong sponsor, as noted in our previous section, is a critical
component to the a successful PPP Project.

Although the majority of the construction companies have a certain level of familiarity with
government processes, as they are frequent bidders for government's construction projects, there is
not yet clear understanding of PPPs and their benefits and no defined attracting incentives. Hence,
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construction companies may not be keen to absorb any additional risks, especially providing the equity
investment.

However, Thailand has precedents of large local construction firms who have acted as sponsors and
invested in infrastructure projects. Examples include Ch. Karnchang (CK) who is holding shares in BECL
(operator of expressway), BMCL (O&M of MRT), CKP (power company - IPP), and TTW (water
production company).

While these firms are familiar with the construction delivery of the hospitals, they will need to enter
into long term arrangements with hospital design and facilities management firms who are
inexperienced with the healthcare industry's specific infrastructure requirements, including safety
standards, such as providing for the efficient flow of the patients or the infrastructure support
required for operating/ emergency rooms. While healthcare facilities are generally perceived to be
“simpler” to maintain that an MRT system, or an IPP, it should be recognized that these hospital
facilities are used by doctors, nurses and medical staff and their actions will need to be taken into
account by the facilities management operators in order to ensure that their actions do not negatively
affect the PPP concessionaires ability to deliver the infrastructure services as envisaged.

Institutional Investors

As it is typical in other countries, local institutional investors in Thailand are represented by insurance
companies, mutual funds, wealth management funds and private pension funds. These institutional
investors tend to be risk averse and cautious and tend to move in unison with a preference to invest in
conservative, low risk investment products that are designed to minimize risk, even at the expense of
superior performance.

Thai institutional investors mainly come from asset management companies (AMC), of which there are
38 in Thailand. Most AMCs are investing in liquid-able assets with clear exit strategy such as stocks/
options/ bonds in the capital market or notes/ bills in the money market. As different funds may vary
in terms of investment policy, it may limit the numbers of potential investors for this social sector PPP
project. For example, the insurance companies could establish the investment fund under its portfolio;
however, their investment policy might be restricted and must be in compliance with the Office of
Insurance Commission, who has released strict guideline on assets allowed for investment of which are
normally low-risk and liquid-able instruments. Therefore, it is advisable for the PPP project’'s business
case to be further defined in order to accurately design and identify possible options for financing in
order fit with the investment criteria of these institutional investors.

Infrastructure Funds

In order to meet some of the financing needs of infrastructure development, the Government has
recently launched several infrastructure funds to raise money for projects developed by the
Government-owned companies. The creation of infrastructure funds was expected to boost Thailand's
attractiveness by allowing investors to pool their resources to invest in infrastructure without assuming
all of the idiosyncratic risks from individual projects. These infrastructure funds were also provided
with some tax benefits, allowing investors to gain a stable and relatively attractive return over a fixed
timeframe.
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The first infrastructure fund - BTS Rail Mass Transit Growth Infrastructure Fund was launched in April
2013 and raised THB62.5bn from equity market investors in a deal arranged by Morgan Stanley,
Phatra Securities and UBS. The listing comprised 66.7% of the infrastructure fund, while the sponsor,
Bangkok-listed BTS Group, bought the remaining 33.3% of the offering. The proceeds of which will go
towards expand the existing SkyTrain network. The level of interest for the BTS infrastructure fund was
very high as the float was the largest ever offering in Thailand.

Other examples of infrastructure fund could include Digital Telecommunications Infrastructure Fund (or
formerly known TRUEIF), which is the first telecommunication infrastructure fund in the country. It was
launched in December 2013, and raised THB58bn for the expansion of TRUE's telecom towers with
67% shares floated in the market. Another telecommunications fund, Jasmine Broadband Internet
Infrastructure Fund (JASIF), launched in February 2015 and raised THB55bn for the investment on
core fiber-optic network for internet broadband, having 67% floating shares.

Infrastructure funds are also present in power sector, for example, EGAT infrastructure fund which was
the first state-enterprise infrastructure fund that was launched in July 2015, raising over THB20.9bn
with 75% floated shares. The proceeds will be used on further electricity-generation expansion.
Another example would be the Amata B. Grimm Power Plant Infrastructure Fund, which piloted the first
infrastructure fund in this sector in September 2013 with 70% floated shares. The proceeds of THB6bn
will be used on the investment of its 2 cogeneration power plants.

It has to be noted that currently only selected sectors (transportation, power and utilities and
telecommunications) are permitted to secure financings via infrastructure funds. Social infrastructure
projects, including hospitals and other medical services infrastructure, are currently not included in this
list.
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5. PPP Project Simulation Studies

A. Project identification and selection

Three projects were identified to be considered as the simulation project:

» Project 1: Development of urban hospital to support Nakhon Pathom hospital
» Project 2: Development of medical complex under the Department of Medical Service
» Project 3: Carpark for Rajavithi Hospital

The projects have been considered as potentially best suitable PPP projects based on the selection
criteria below:

» Demand for medical services is evident and implementing agency is interested to assess PPP
development option for the project

» Ability to define scope of services to be provided by private partner sufficient to expect Value for
Money

» Project size and scope likely to be attractive to private investors

» Payment mechanism and legal structure can be defined based on existing regulations

» Availability of land

B. Mid-Size General Hospital - Nakhon Pathom Hospital

5.B.1 Hospital Overview

5.B.1.1 Background

The Thai Ministry of Public Health (MOPH) has ambitious objectives both in increase the depth of health
service and offerings and the breadth of its geographic coverage across the country. PPP has the
potential both to leverage private sector financing to meet the large funding gap in providing this
increased level of service and to bring in additional technical and management expertise needed to
facilitate new investment. MoPH has identified the urgent need to expand the number of general urban
hospital within the country.

The objective of this chapter is to demonstrate the development of pre-feasibility and procurement
guide based on a simulated general urban hospital PPP project. Nakhon Pathom Hospital has been
selected by MoPH to assist EY with the simulation study.

Nakhon Pathom Province (the “Province”) is located at the central of Thailand, approximately 60km
from Bangkok. The total population of the Province as of 2014 is more than 890,000 people. The
Province itself is home to 1 general hospital, 9 community hospitals, 3 hospitals under jurisdictions
other than MoPH’'s permanent secretary office, 4 private hospitals and 34 private clinics. Nakhon
Pathom Hospital was established in 1952 and has since expanded to become a general hospital with
670 beds in 2010. Nakhon Pathom Hospital, the only general hospital in the Province provides the
following services:

Private and Confidential 48



TA8575 - Piloting Public-Private Partnerships in Social Sectors

vVvyyvyyvyy

centres

Accident, emergency, autopsy emergency medical support
Primary care on outpatient as well as tertiary care
Health promotion such as Palliative care

Excellence centre in heart, cancer, accident and infant
Tertiary referral hospital which receive referral cases from smaller hospitals and other medical

Tables below summarise some basic medical statistics of Nakhon Pathom Hospital:

Subject Year 2014 (full year) Year 2015 (6 months)
OP patients (per year) 757,946 399,387
Average OP patients (per day) 2,650 2,793

IP patients (per year) 51,549 25,017

ER patients (per year) 66,975 34,126
Average ER patients (per day) 183 188

CMI (Case mix index) 1.59 1.67

Bed occupancy rate (%) 99.56 100.75
Fatality rate (IP) 4.17 4.47

Subject Year 2014 (full year) \ Year 2015 (6 months)
1. 110 - Essential (primary) hypertension | 1. 110 - Essential (primary)
hypertension
2. E11 - Non-insulin-dependent diabetes | 2. E11 - Non-insulin-dependent diabetes
mellitus mellitus
3. E78 - Disorders of lipoprotein 3. E78 - Disorders of lipoprotein
Top 5 OP ; L . ; . .
diseases metabolism and otherillpldaemlas metabolism gnd other'llpldaemlas
4. J06-Acute upper respiratory 4. N18 - Chronic renal failure
infections of multiple and unspecified
sites
5. N18 - Chronic renal failure 5. E14 - Unspecified diabetes mellitus
1. 080 - Single spontaneous delivery 1. H25 - Senile cataract
2. H25 - Senile cataract 2. AOQ09 - Diarrhoea and gastroenteritis
of presumed infectious origin
Top51P 3. AO09 - Diarrhoea and gastroenteritis 3. 080 - Single spontaneous delivery
diseases of presumed infectious origin
4. K35 - Acute appendicitis 4. 163 - Cerebral infarction
5. 163 - Cerebral infarction 5. 150 - Heart failure
1. J15 - Bacterial pneumonia 1. J18-Pneumonia
Top 5 2. 161 - Intracereb.ral haemorrhage 2. 16l - Intrace_rebral hagmorrhage
primary 3. J18- Pneumoma o . 3. N18- Chronic renal fange _
cause of 4. 163 - Cereb_ral |qfarct|on mfarcfmon 4. 121 - Acute myocard|al qurchon .
death 5. E1|1|':[ Non-insulin-dependent diabetes | 5. B20 - Human immunodeficiency virus
mellitus

In 2015, the management of Nakhon Pathom Hospital proposed to develop a 90-bed general urban
hospital (the "Hospital") to overcome the following problems in Nakhon Pathom Hospital:
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» Operating above capacity level: The current inpatients (IP) occupancy rate for the 670 beds
hospital is at 98% to 100%. Due to high demand, there are 130 beds being placed along the
corridors and walkways to cater for extra IP. Please refer to Appendix 11.C (C-2: Responses

received from Nakhon Pathom) for further details.

» Long waiting time: The average waiting time for outpatients (OP) treatment and cardiac
surgery are approximately 90 minutes and 3 months respectively.
» Shortage of nursing staff: One of the main challenges facing Thailand's healthcare sector is
the shortages of healthcare providers (doctors and nurses). This has indirectly influenced the
decision of the development of a 90-bed general urban hospital even though there is a greater
demand for beds.

5.B.1.2 |Initial Design Specification Considerations

The following table sets out the high level service delivery objectives provided by the management of
Nakhon Pathom Hospital. This information is sufficient for the initial high level project assessment,
however further details will be required for more rigorous analysis, including more detailed costing and
design specific inputs from technical and health facility planners to develop a costing and services plan
as part of the feasibility assessment in the next phase. More detailed inputs will also allow to narrow
the project scope including more detailed specification of services, identification of infrastructure and
equipment requirements and support activities and services.

Table below summarises the proposed 3-phase development plan of the Hospital (1 year interval

between each phase):

Six Building Action plan
Block Phase 1 Phase 2 Phase 3
Service delivery 60 beds hospital 90 beds hospital To have own
Provide primary and secondary To add more laboratory service
services in urban area specialized clinics (i.e. To become

General clinic, obstetrics and
gynecology, general surgery,
general medicine, pediatrics,
surgery

To have specialized non-
communicable disease (NCD) clinic
ER during office hours

To receive referral case from
smaller hospitals

Health promotion within the urban
area

2 IP wards (30 beds for male
patients and 30 beds for female
patients)

To support referral system

To include medicine dispensing
room for both IP and OP

occupational medicine,
rehabilitation medicine
and dentistry)

To add Thai traditional
clinic

To add a 30-bed ward
To support refer back
case from Nakhon
Pathom Hospital for
admission (simple
case)

24 hrs. ER

Palliative care service
and to set up health
network within urban
community

training center for
doctor of family
medicine

To become
learning center for
continuing care
treatment

Workforce

3 of GP doctors or 2" year
medical intern

1 Family medicine doctor

To share specialized doctorsin 5
main service areas (1 doctor per
area) with Nakhon Pathom
Hospital

To share registered nurse for OP

To add 2 of 2ndor 3
year medical interns
To add 5 more
registered nurses for
additional ward and 7
OT nurses from
Nakhon Pathom
Hospital

To add 1 more
family medicine
doctor

To share
laboratory staff
with Nakhon
Pathom Hospital
as OT staff
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Six Building Action plan
Block Phase 1 Phase 2 Phase 3
and ER with Nakhon Pathom e Toadd 2 registered
Hospital nurses for OPD and
To share IP nurse in 2 wards (5 ER; the rest to be
nurses per ward) and OT nurse shared with Nakhon
from Nakhon Pathom Hospital (7 Pathom Hospital
nurses per ward) e Toadd 1 permanent
To share facilitating staff for OP pharmacist and 1
and ER with Nakhon Pathom pharmaceutical staff;
Hospital the rest to be shared
To have facilitating staff for 2 IP with Nakhon Pathom
wards (5 staffs per ward) Hospital
To share pharmacist and
pharmaceutical staff with Nakhon
Pathom Hospital
To share bed lifter with Nakhon
Pathom Hospital
To share cleaning staff with
Nakhon Pathom Hospital
To utilize same management team
with Nakhon Pathom Hospital
Health Computer system which connects
Information with Nakhon Pathom Hospital and
System local health office/ MoPH bureau
of strategy and policy databases
Drug and To use same medicine list with e Toadd: To add services
Equipment Nakhon Pathom Hospital 2nd Fl.: 10 units on for private wards
To share procurement with dentistry as training center
Nakhon Pathom Hospital 4th Fl.: additional Car park building
12-floor building: units on rehabilitation of 300-600 lots
15t FI.: medicine dispensing room, and Thai traditional
ER, First aid/ injection room clinics
2nd - 3rd F|.: OP examination 5th Fl.: 1 additional IP
rooms ward
4t Fl.: Rehabilitation and Thai 10th FI.: additional
traditional clinics 5t-7th FI.: IP units on occupational
wards medicine clinic
8th-oth F|.: IP private wards e 8-floor nurse
10t FI.: Occupational medicine dormitory building
clinic (100 units)
11t FI.: Back office e Doctor dormitory (20-
12t Fl.: Meeting room 40 units)
Financing To receive UC capitation (OP/PP)
based on urban population, direct
reimbursement on IP with DRG
guidance, CAPEX and depreciation
budget from UC
To be under the management of
Director General - Nakhon Pathom
Hospital (including financial
management aspects)
To separately manage the budget
from Nakhon Pathom Hospital
Governance To manage Contracting Unit for

Primary Care (CUP) in urban area
with Nakhon Pathom Hospital

To coordinate with local
administrative unit regarding
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Six Building Action plan

Block Phase 1 Phase 2 Phase 3

budget and other supports

Current Status:

As the information provided at this stage is sufficient primarily for high level planning purposes, for the
purpose of the report, we have assumed the following:

» The private partner provides the core health infrastructure services. With more information at
the next phase, it may be possible to expand the services provided by the private sector to
include more services including commercial related services. The PPP project will be based on
the development of a 90 bed urban hospital. This was based on input from the Hospital
management as sufficient to meet the current demand. .

» While this is sufficient for the purposes of the simulation study and based on the available
information however we recommend that a detailed needs assessment will be required to more
accurately estimate the demand and hence the appropriate design / cost of the hospital to meet
the demand as well as other issues for consideration, for example, the availability of sufficient
skilled personnel.

» Additional Information Requirements for the next stage should include:

» Further analysis to review if the planned capacity of 90 beds would be sufficient to meet
existing demand as well as future demand in the Province. If available should include an
analysis of the population growth (demographics) / demand of specific medical services will
impact the future demand lIdentification of the patients profile (forecast) by types of
services offered in order to determine the design / equipment requirement for the Hospital

» This will assist in the proper assessment of the infrastructure requirement (no. of clinics, no.
of operating rooms, etc) and equipment requirement (e.g. no. of unit per operating room) to
be able to achieve a more accurate calculation of the appropriate size and cost of the
Hospital.

5.B.2 PPP Project Summary
5.B.2.1 PPP Project Overview

The development of the Hospital (the "Project”) is a vital element to resolve the problems facing
Nakhon Pathom Hospital and to maintain its role of as the center of medical network for the Province.
In addition to providing additional capacity to Nakhon Pathom Hospital, the Hospital will also allow
Nakhon Pathom Hospital to focus on providing tertiary care level services and treatments to chronic
patients.

5.B.2.2 Availability of Land

To deliver this Project, the management of Nakhon Pathom Hospital has made available a land plot
area within its compound to MoPH for the Project use. This will enable MoPH to enter into a Build,
Operate and Transfer (BOT) contract with the private sector to allow them to design, construct and
finance the Hospital as well as to maintain and operate the Hospital to the most efficient way over the
operating period.
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5.B.2.3 PPP Project Objectives

The objectives for this Project are as follows:

» Nakhon Pathom Hospital's aims to achieve the following outcomes:
o Increased capacity of Nakhon Pathom Hospital's to meet the increasing demand
o Provide proper and effective inpatient facilities
o Assign OP clinics in all main specialties to the Hospital to enable better deployment of OP
services
o Improved waiting time
» Scaling up the capacity of the Thai Government to procure, manage and monitor social sector
PPPs

A copy of the guestionnaire / information request list provided to Nakhon Pathom Hospital is included
in the Appendix C.

5.B.2.4 PPP Project Scope

For the purposes of establishing the value for money proposition of the Project, the extent of
infrastructure related services to be included as part of the PPP will need to be determined.

Based on many international precedents where PPPs have been successfully implemented, the PPP
scope of services includes the design, construction and provision of both hard and soft facility
management services and provision of medical healthcare services remain with the public sector.

As such, for the purpose of this simulation, MoPH and Nakhon Pathom Hospital will continue to control
and provide all clinical and diagnostic services while the private sector will be responsible for the
design, construction and long term management and maintenance of the overall facilities over the life
of the concession. The key aspects of provision of hospital infrastructure services to be provided by the
private sector as part of the PPP are set out below:

Services Descriptions Private sector role
Design Design of the Hospital Yes
Construction Construction of the Hospital Yes

Hard services consist of services related to the Yes
maintenance of the building structure of the
Hospital as follows:

Hard facilities
management

» Repair and maintenance of the Hospital
structures and equipment
» Refurbishment

Soft services refer to services required for the Partially yes.
operation of the Hospital but not related to the
building structure. Examples of potential soft
services are as follows:

Soft facilities
management To be defined based on
additional market capacity
assessment and full

» General management services, feasibility study

» Helpdesk services,

» Food services (patient and non-patient),
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Services Descriptions

Housekeeping services,

Laundry / linen services,

Information and communication technology
Security

Waste management

VVYVYYVYY

Private sector role

Procurement of
medical equipment

Medical equipment refers to all equipment used
for diagnosis, treatment and rehabilitation.
Medical equipment includes:

» X-ray machines
» CT scans
» MRI machines, etc.

Partially yes.

To be defined based on
additional market capacity
assessment and full
feasibility study

Materials Materials include all non-medical equipment
required to bring the Hospital to operation.

Materials include:

» Medicines
» Admin supplies, etc.

Partially yes.

To be defined based on
additional market capacity
assessment and full
feasibility study

Medical services
and hospital
operations

Day to day operations of the Hospital

No. This service will be
retained and provided by
the public sector / MoPH

5.B.2.5 PPP Specifications and Standards

The PPP output specifications define the private sector’'s deliverables in the Investment Contract /
Concession Agreement. Based on the PPP project scope identified, the common output specifications
(KPIs) and penalty (if KPIs are not met) are as follows:

KPI Threshold value Penalty

» The private sector will need to
ensure the Hospital is fully
completed and comissioned on
the project operational start date

» Availability payments will start
only after the facility is available
and services are delivered in line
with the output specification.

Design, Technical and
Construction

» The Hospital should be made >
available for use round the clock
24 hours a day and 365/366
days a year during the
Concession Period

For every closure of the hospital,
Baht [x] per day shall be
deducted from the monthly
payment from the Government

Hospital operation
period

» Zero number of hours of default » For every failure, Baht [x] per
hour shall be deducted from the
monthly payment from the

Government

Lifesaving equipment
downtime (Ventilator,
Oxygen Pipeline,

Heart Lung Machine ,
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KPI

etc.)

Threshold value

Penalty

Overall equipment
uptime

CT/MRI shall be made operational

within 24 hours of default
USG shall be made operational
within 12 hours of default

Key Pathology equipment as
defined in the Concession
Agreement shall be made
operational within 24 hours of
default

» For every failure, Baht [x] per

hour shall be deducted from the
monthly payment from the
Government

Facilities management

the private sector will need to
undertake routine maintenance
including prompt repairs of the
Hospital including its structures
and equipment

For every failure (building
structures / equipment), Baht [x]
per day shall be deducted from
the monthly payment from the
Government

In addition to setting the PPP output specifications, the Hospital will need to comply with the following
standards / guidelines:

» Construction - International standard ISO
» Accreditation Participation Requirements - Joint Commission International (JCI) Standard
» Facility Management and Safety (FMS) - JCI Standard

The above will need to be further developed in close consultation with MoPH's representatives, Design
and Construction Division under the Department of Health Service Support and other project advisors
such as technical consultant during the feasibility study stage.

5.B.2.6 Risk Assessment and Risk Management

5.B.2.6.1 Risk assessment

A risk is defined as an occurrence which may affect the cost, quality or timely completion of the
project. Optimal allocation of risks to the party best able to manage it is a key value for money driver of
a PPP, therefore, successful delivery of risk sharing procedures is a key instrument to ensuring long
term success.

The objective of assessing the risk is to:

» Enable MoPH to identify and understand the project risks

» Ensure that risks are allocated to whoever that is able to manage and control the risks

» Ensure that the allocation of risks between MoPH and Private sector is clearly set out and
demonstrated within the contractual structure

» Develop risk management / mitigation strategies for each identified risk to reduce the
likelihood of occurrence

Private and Confidential 55



TA8575 - Piloting Public-Private Partnerships in Social Sectors

5.B.2.6.2 Risk allocation matrix

Based on many international precedents where PPPs have been successfully implemented, we set out
the common projects risks for similar projects and how these risks are borne by private or public

sector.
Risk event Risk borne by Impact Risk Mitigation
Construction or completion risk: Private Delays in No payment to the private
Construction risks may be due to construction sector until the start of the
construction techniques, cost and operation
escalation and delays, poor quality commissioning
in workmanship or availability of of the Project
appropriate labor or material.
Legal Requirements: Changes to Private Increase in cost  The private sector may be
legislation, codes and / or MoPH due to entitled to a time
guidelines that may result in modification of extension, compensation
changes in Facility design or a design and delay and, if it is a prolonged
request from supply authorities, of works or in delay, the private party has
such as power and utilities commissioning aright to terminate.
suppliers, to deviate from actual of the Project.
design
Furniture, fixtures and equipment Private Increase in Costs to rectify
(FFE): Insufficient FFE allowance to project capital inefficiencies are generally
deliver scope cost to satisfy borne by the private
FFE sector.
requirements
Maintenance cost: Facilities Private Greater Maintenance cost is
maintenance costs are higher than maintenance generally based on a fixed-
the budgeted amount. costs compared  fee contract. Any cost
to budget, overruns are generally
affecting project borne by the private
returns sector.
Obsolescence FFE: FFE Private Increase in costs  Any additional replacement
obsolescence occurs more to replace the cost is generally borne by
frequently than expected hospital's FFE, the private sector
affecting project
returns.
Design inefficiencies: Inadequate /  Private Increased staff Strict supervision should be
inefficient circulation routes leading time and carried out throughout the
to increased staff time and reduction in design process. The private
reduction in quality of care. guality of care. sector will have an
obligation to take all
reasonable action to
mitigate the consequences.
Demand risk: Changes to market Public Reduction in As the public sector is

conditions that significantly

revenue sources

operating the hospital, all
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Risk event Risk borne by Impact Risk Mitigation

affecting the pricing and demand / demand risk relating to

competition in the healthcare sector medical services will be
borne by them.

Market condition: Changes to Public Increase in As the public sector is

market conditions that significantly operating operating the hospital, all

affecting the salary of the medical expenses medical related risk will be

staff borne by them.

Public sector is to ensure
all information is made
available to bidders to

Insufficient data
availability can
result in

Availability of data: Data Public
availability is crucial in the
preparation of bids

inaccurate bid
prices, affecting
the budget, KPIs
and returns to
investors.

provide accurate bid
prices. Private sector
should have an opportunity
to request for further
additional information they

may require.

Once specific project parameters are developed during the pre-feasibility stage, the above factors will
be taken into consideration and further refined with detailed recommendations.

5.B.2.7 Procurement Model

The selection of the delivery model is a critical decision for any infrastructure project. The purpose of
this process is to determine the delivery model which is best suites the risks and opportunities
identified for the Project.

Table below presents a brief description of the different procurement models:

Likelihood to achieve VFM under a
PPP

Delivery model Descriptions

Public Build, Own
and Operate

The Project is undertaken by government Low: Similar to conventional public
and the design and construction roles procurement and it is used when
are tendered separately to the private there are no capital constraints on

sector Government spending

Design and The Project is undertaken by government Low: Similar to conventional public

Construct (D&C) and the design and construction roles procurement and it is used when
are tendered separately to the private there are no capital constraints on
sector government spending

Design, Build, The private sector is contracted to Medium: Private assumes the

construction and maintenance risk
only. It is used when there are no
capital constraints on government
spending

Maintain (DBM) design, construct and maintain the
facilities, with government retaining the

operating responsibility
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Delivery model Descriptions Likelihood to achieve VFM under a
PPP
Design, Build, The private sector is contracted to Medium: Assumes that there is no
Maintain, Operate design, construction, maintenance and government funding constraints.
(DBMO) operate (infrastructure only) the Government provides the
facilities construction financing and also

makes ongoing payments to the
private sector for the operations,

Design, Build, The private sector is contracted to Likely: Private sector only receives
Finance, Maintain provide financing, design, construction payments (capital and operational)
(DBFM) and maintenance (“hard services™) of the when services are performed.
infrastructure

Design, Build, The private sector is contracted to Likely: Private sector only receives
Finance, Maintain provide financing, design, construction, payments (capital and operational)
and Operate maintenance (“hard services") and when services are performed.
(DBFMO) operation (“soft services") of the

VFM can also be achieved for the
provision of the soft services if
there is market capability to so
over the long term.

infrastructure. Medical healthcare
services remain with the public sector.

Based on international best practice, PPP projects with similar scope required by this Project, Design,
Build, Finance and Maintain (DBFM) and Design, Build, Finance, Maintain and Operate (DBFMO) are
models which may deliver VFM under a PPP arrangement.

In the case of Nakhon Pathom hospital, the DBFM may be more suitable as the new 90 bed facilities is a
new building to complement the existing building facilities and the public sector may wish to continue
to provide "soft services" element for the buildings.

Applying similar model, MoPH will enter into a contract with a special purpose vehicle that will be
required to:

» Design and construct the Hospital

» Raise all necessary debt and equity funding to finance the construction of the Hospital

» Maintain (and operate) the Hospital over the operating period

» Hand back the Hospital to MoPH at the end of the concession period in a pre-defined condition

The key benefits to the Government with this model include:

» Significant design and construction risk transfer to the private sector

» The construction of the Hospital without significant financial outlay or debt by the government

» Maximum incentive for the incorporation of private sector’'s innovation, whole life design
approach and operational solutions

» Full control of the Hospital operations by the public sector e.g. provision of medical services
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The appropriate PPP modality and procurement model will need to be confirmed during the pilot
project phase by taking into consideration, market capability, detailed risk assessment and allocation as
well as potential for the value for money.

5.B.3 Financial Assessment of the PPP project
5.B.3.1 Methodology

A financial model was prepared in order to develop the preliminary Financial Projections for the
Project. The formulation of the Financial Forecast is drawing on the following key parameters:

Key Assumptions

PPP Project Value (Public and Private sector investment)
Financing

Payment Mechanism Structure

Conclusion on Financial Assessment

vVvyyvyvyy

The approach and detailed key assumptions used for each aspect are described in detail in the following
sub-sections.

5.B.3.2 Key Assumptions

Table below summarises the key general assumptions used in the Financial Projections:

Description Assumption Remarks

Concession start year Year 1 Beginning of construction period
Concession end year Year 22 Including construction period
Construction period 2 years Based on industry norm

Operating period 20 years Based on industry norm

Size of the Hospital 90 beds Based on inputs from the management of

Nakhon Pathom Hospital

Support Infrastructure:

- Carpark. Not required Based on inputs from the management of
. E'aftefe”a q Nakhon Pathom Hospital
- ote
- Others
Equibment procurement Yes Based on inputs from the management of

quip P Nakhon Pathom Hospital

As the scope of the Project did not include any

Commercial opportunities None support infrastructure, we assumed that there

will no commercial opportunities to the private
sector
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General assumptions:

Description Assumption Remarks
Inflation rate 2.5% Based on last 10 years inflation in Thailand
10% Used to discount all project cash flows. Could
Discount rate be adjusted to reflect weighted average cost of
capital
Depreciation
- Building and structures 20 years Based on industry norms
- Equipment 10 years Based on industry norms
Corporate tax rate 20% Based on prevalent law

Construction schedule assumptions
Key assumptions for construction timeline are as follows:

» Construction period - 2 years
» Project progression during construction phase:

Progression (%) Total Year 1 Year 2
1. Construction - Hospital 100% 40% 60%
2. Construction - other support infrastructure 100% 40% 60%
3. Equipment procurement 100% 0% 100%

Financing assumptions
Table below summarises the financing and senior debt assumptions used for the Financial Projections
for the Project:

Description Assumptions /Remarks

Includes initial capital expenditure, any financing

1. Funding requirement .

cost requirements and
2. Target gearing 70% Debt : 30% Equity
3. Debt tenor 22 years
4. Repayment period 20 years
5. Repayment profile Annuity
6. Interest rate %

5.B.3.3 PPP Project Value

SEPO has defined the Project Value calculation as total public and private investment / assets, both
tangible and intangible, which create an optimal-level of utilization capacity during the whole life of the
project. The Project Value includes initial investment / capital expenditure (CAPEX), on-going CAPEX
and operating expenses (OPEX). The PPP Project Value calculation will then determine the
procurement approach of the project whether to apply existing Procurement Regulations with mutatis
mutandis principle or to obtain approval from the Cabinet (above THB 5 billion).

5.B.3.3.1 Public Sector Investment
Land and other government investment / asset transfer represent the public sector investment for the
PPP Project Value calculation. For the purpose of land value calculation for this simulation study, we
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6
have used Baht 30,000 per sgm (average land market value in the area ) over a total land area of

.
approximately 5,000sgm .The definition and cost of these items will need to be defined in a more

precise manner and to be confirmed during the feasibility study.

5.B.3.3.2 Private Sector Investment
a) Initial Capital Expenditure

Initial CAPEX refers to the construction costs of the Hospital building with support infrastructure and

the procurement of equipment by the private sector.

Space Planning

» Hospital space planning

Based on the hospital space planning guide prepared by Marshall & Swift Valuation Service in
September 2013, the average gross area per bed for a general hospital is estimated at 1,225

sqgft per bed.

Area Gross area per bed (sqft) ° Gross area (90 beds)
Administrative 73 6,570
Obstetrics 24 2,160
Central Sterile Supply 19 1,710
Dietary 62 5,580
Emergency 14 1,260
Pharmacy 10 900
General Storage 33 2,970
Housekeeping 26 2,340
Intensive Care 16 1,440
Nursery 13 1,170
Locker Rooms 12 1,080
Nursing 259 23,310
Outpatient 44 3,960
Pathology 26 2,340
Maintenance 13 1,170
Radiology 25 2,250
Surgical 54 4,860
Therapy 20 1,800
Mechanical 98 8,820
Circulation 252 22,680
Structure 132 11,880
Total (AVERAGE) 1,225 110,250
Other Grades Gross area per bed (sqft)9 Gross area (90 beds)
LOW 630 56,700
GOOD 2,425 218,250

6
Source: www.land.co.th and www.treasury.go.th

-
Please refer to Appendix 11.C (C-6 “Land area: Key drivers / assumptions”) for the key drivers and assumptions

used
8
Source: Marshall & Swift Valuation Service

9
Source: Marshall & Swift Valuation Service
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Construction cost - Hospital:

The preliminary construction cost datalo presented in this section is based on the valuation, appraisals
and analysis of the costs of new buildings in the United States. The buildings are divided into five basic
cost groups by type of framing (supporting columns and beams), walls, floors and roof structures and
fireproofing as below. Please note that the cost classifications are merely indicative of many sampling
buildings and are not meant to be building specifications. For further details, please refer to Appendix
11.D.

Class Description

A Buildings consist of fireproofed structural steel frames with reinforced concrete
or masonry floors and roofs.

Buildings consist of reinforced concrete frames and concrete or masonry floors
and roofs

Buildings consist of masonry or concrete exterior walls, and wood or steel roof
and floor structures, except for concrete slab on grade.

Buildings generally consist of wood frame, floor, and roof structure. They may
have a concrete floor on grade and other substitute materials, but are
considered combustible construction. This class includes the pre-engineered
pole- or post-frame, hoop and arch-rib-frame buildings.

Buildings consist of frames, roofs, and walls of incombustible metal. This class
S includes the pre-engineered metal buildings, including slant-wall and quonset
structures

B

C

The average hospital construction costs by cost groups are summarised below:

Cost per sqft11 (USD) Assumptions
Class Low cost Average Good Excellent
A 209.37 272.39 354.99 464.41
B 206.26 267.79 348.27 454.68 Low Cost -
C 151.33 203.23 270.45 i 361.09 Class C
D 146,56 | _194.09 25720 |
S wre RO 00

The average costs shown above include architects’ fees and contractors' overhead and profit, sales
taxes, permit fees and insurance during construction. Financing costs, real estate taxes or brokers’
commissions are not included. We have assumed the construction cost for the Medical Excellence
Center to be under category Low Cost - Class C (USD151.33per sqft).

Converting to Local based costs via a Construction Cost Index: As the unit rate is being benchmarked

12
with cost data from the United States, we have assumed a local cost multiplier of 0.5 times  to reflect

0
Source: Marshall & Swift Valuation Service

11
Source: Marshall & Swift Valuation Service
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and to adjust to local cost conditions. As a result, a unit construction cost is assumed at USD75.67 per
sgft. The resulting preliminary construction cost per bed for the General Hospital building is estimated
to be USD122,000. The unit rate is consistent with the cost data from other hospital development
projects of similar size and with publicly available information as summarized in Appendix 11.D.

The building specifications and construction cost will need to be further developed and confirmed in the
feasibility study stage.

Construction cost - Support Infrastructure:

Support infrastructure refers to other infrastructure needed to sustain the hospital's day to day
operations and to improve services to the patients / users such as carpark, cafeteria, hotel and others.

High level assumptions for the construction cost and requirement of these infrastructures for the
Project is summarized as follows:

Support Infrastructure Requirement % of Hospital construction cost
1. Carpark No 10%
2. Cafeteria No 5%
3. Hotel No 10%
4. Others No 3%

Equipment procurement:

The high level assumption used for the procurement of the medical equipment is as follows:
Equipment Requirement % of Hospital construction cost
1. Equipment procurement Yes 30%

5.B.3.3.3 Repair & maintenance and Operating Expenses
Repair & maintenance (R&M) represents the potential expenditure required during the concession
operating period to retain the infrastructure fit for purpose. R&M expenditure is assumed as follows:

Description Assumptions /Remarks

1. Building maintenance 3% of Hospital construction cost per annum
2. Equipment maintenance and replacement 10% of equipment procurement cost per annum
3. Support services (carpark, cafeteria, hotel, etc) 10% of respective construction cost per annum

5.B.3.3.4 Summary of PPP Project Value
Table below represents the PPP Project Value estimate in NPV terms and in current price:

PPP Project Value (Baht ‘mil) NPV Current price

Public sector’s contribution
1. Land cost 136 150
2. Other Government investment and assets transfer TBD TBD
Private sector’s contribution
3. Initial capital expenditure

3a. Construction cost - Hospital 265 308

12

Source: Arcadis International Construction Report (International cost comparison: Indexation based on UK =
100, Thailand = 34, US = 90, Thailand : US = 0.4 times) and International Construction Intelligence (Thailand: US =
0.7 times)
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3a. Construction cost - Support infrastructure (carpark, hotel, etc) - -
3b. Equipment procurement 77 93
Total initial capital expenditure 342 402

4. Repair & maintenance and operating expenses:
4a. Building maintenance 80 245
4b. Equipment maintenance and replacement 80 245
4c. Support services (catering, laundry, etc) - -
Total operating expenses 160 490
TOTAL PPP PROJECT VALUE 638 1,042

5.B.3.4 Financing

The funding requirement from the private sector for the Project is estimated as the initial capital
expenditure of THB 434 mil (NPV of THB 369 mil) over the construction period.

The proposed gearing for the funding structure for the Project is expected to be at 70% debt and 30%
equity based on conservative industry norms. This is consistent with input based on early discussions
with Siam Commercial Bank. Please refer to Appendix E in Section 11 for further details.

5.B.3.5 Payment Mechanism

For this Project, as the Public sector retains the demand risk as MoPH continues to provide medical
services and collect revenue generated from these services, the payment mechanism is structured as
an availability payment for the provision of the infrastructure services. The Public sector will make
monthly payments to the Private sector / concessionaire for making the Hospital available for use,
regardless of the utilization of the asset. In order to receive the monthly payment, the Private sector
on the other hand will ensure that the Hospital meets the minimum / certain requirement standards
and is available for use by the public.

5.B.3.5.1 Payment by the Government

The payment mechanism is critical for effective delivery of the Investment Contract. It defines the risk
transfer and established incentives for the private sector to offer continuous services to agreed-upon
performance standards summarised in Section 5.B.2.5.

5.B.3.5.2 Commercial Revenue Potential
The primary form of revenues to the private sector will be the availability payment. However, it is likely
that selected commercial revenues from third parties users may be generated including :

» Carpark - collection of car parking fees from Hospital's users
» Cafeteria - sales of food and beverages to Hospital's users
» Rental of retail spaces - collection of monthly rental fees for retail spaces

These revenues may be collected by the private sector or the public sector.

Based on the inputs provided by the management of Nakhon Pathom Hospital in Section 5.B.2.4, the
PPP Project scope will only cover the basic hospital building with equipment and not any support
infrastructure. As such, we have assumed that there will be no commercial revenue options available
for this Project, but this assumption will need to be revised during the full feasibility study.
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5.B.3.6 Financial Assessment Summary

5.B.3.6.1 Sources and Uses

Figures in Baht ‘mil

Sources

Government payment/Availability Payment 525 1,493 - 75 75 75 75 75 75 75 75 75
Commercial revenue . - - - - - - -
Debt 295 347 103 244 - - - - -
Equity 74 87 26 61 - - - - -
Government upfront payment - - R - - - - -
Total Sources 894 1,927 129 305 75 75 75 75 75 75 75 75 75
Uses

Operating expenses 160 489 - 19 20 20 21 21 22 22 23 23
Tax paid 33 115 - 2 2 2 2 6 6 6 6 6
Capital expenditure 342 402 122 280 - - - - -
Interest during construction 27 31 7 24 - - - - -
Repayment of debt 122 347 - 17 17 17 17 17 17 17 17 17
Interest during operation 107 230 - 23 22 21 19 18 17 16 15 13
Dividend payment 104 312 0 0 14 14 15 15 12 13 13 14 14
Total Uses 894 1,927 129 305 75 75 75 75 75 75 75 75 75
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Figures in Baht ‘mil

Sources

Government payment/Availability Payment 525 1,493 75 75 75 75 75 75 75 75 75 75 75
Commercial revenue - - - - - - - - -
Debt 295 347 - - - - - - -
Equity 74 87 . . . . . . .
Government upfront payment : - - - - - - - -
Total Sources 894 1927 75 75 75 75 75 75 75 75 75 715 75
Uses

Operating expenses 160 489 24 25 25 26 26 27 28 28 29 30 31
Tax paid 33 115 6 7 7 7 7 7 7 7 7 7 8
Capital expenditure 342 402 - - - - - - -
Interest during construction 27 31 - - - - - - -
Repayment of debt 122 347 17 17 17 17 17 17 17 17 17 17 17
Interest during operation 107 230 12 11 10 8 7 6 5 4 > 1 0)
Dividend payment 104 312 15 15 16 16 17 17 18 18 18 19 19
Total Uses 894 1927 75 75 75 75 75 75 75 75 75 715 75
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5.B.3.7 Value for Money (VfM) Assessment

Value for Money (VfM) assessment or VM test is typically used to assess if PPP contracting model for a
certain project (Shadow Bid) can be advantageous compared to contracting of the same project by the
government (Public Sector Comparator or PSC). The key objective of the VfM test is to assess and
guantify of how the transfer of asset delivery, operations and maintenance to a private sector partner
can create a higher value to the Government by leveraging private sector’s technical, operational and
financial capabilities. It has to be noted, that potential VfM gains should be considered as approximate
and have indicative nature of comparison between contracting models.

The VfM analysis provides some perspective as to whether transferring of project risks to a private
partner will yield a higher aggregate value to infrastructure users and taxpayers compared a traditional
procurement route. This can be expressed either in direct cost savings for the same service or a higher
guality of service to users for the same or lower price. Alternative way to identify VfM is to test
whether the anticipated value of project risk transferred to the private sector would offset the risk
premium embedded in the rate of return of private investors, and therefore achieves a better risk
adjusted price/quality ratio of the project delivery to the Government.

5.B.3.7.1 Public Sector Comparator

PSC model is designed to forecast total costs of project delivery, operations and maintenance to the
Government considering that all project risk will be retained by the government. PSC model is based on
the assumption that all costs will be adjusted to take the consideration effect of risk i.e. cost overrun
and time delays leading to increase in cost over the construction and operating period which are
equivalent to a PPP project period.

5.B.3.7.2 Shadow Bid Model

Shadow Bid Model is structured to quantify all project risks retained by the government under PPP
contracting model and total payments received/made by the Government from/to a private sector
partner over entire PPP project period.

5.B.3.7.3 Value for Money

Total VfM gains are typically driven by the Project whole life costing factor. It is assumed that,
efficiencies from integrated life-cycle contracting are derived from standard cost saving estimates
commonly applied in various infrastructure projects with differences in actual bid prices and reference
prices. We assume that potential cost savings for construction, operations and maintenance if project
is delivered by a private partner as compared to a standard government contracting would be as
follows:

» Construction costs (including interface risks)

A study16 performed in 2007 by Allen Consulting Group and the University of Melbourne (Australia)
compared the cost overruns under Public Private Partnership (PPP) projects versus traditional
procurement. The methodology used to review 54 infrastructure projects in Australia defines four
stages in project implementation as follows:

16
Source: Allen Consulting Group / University of Melbourne, “Performance of PPPs and Traditional Procurement

in Australia”

Private and Confidential 67



TA8575 - Piloting Public-Private Partnerships in Social Sectors

Stage 1: Original approval to contract close

Stage 2: Final budget to actual delivery

Stage 3: Contract close to actual delivery

Full Period: Original Project budget approval to actual delivery

vvyyvyy

The result of the study is summarized in the table below:

Description ‘ Stage 1 ‘ Stage 2 Stage 3 Full Period
Traditional 24.7% 24.6% 13.8% 44.7%
PPP 11.5% 3.0% 2.4% 13.9%
Difference 13.2% 21.6% 11.4% 30.8%
Significance 87% 96% 99% 96%

It is observed that in each of the 4 stages identified, projects undertaken via PPP were completed
with significant lower cost over-run compared to traditional procured projects. PPPs tended to
display greater cost discipline as compared to ftraditional procurement. As such, potential
construction cost savings for private partner is assumed at approximately 15%.

» Operations and maintenance costs

During operational phase, the private partner is expected to incur lesser operations and
maintenance costs due to the following factors:

» Installation of efficient technologies and equipment during construction phase

» Optimisation of assets’ life-cycle with regular maintenance

» Regular operational cost control in order to operate at profit and to meet financial
obligations

» Ability to obtain economies of scale and optimizing maintenance programs from existing
common businesses or activities

Potential operations cost savings for private sector is assumed at 20%.
» Other costs

During construction and operational phase, the PSC is also expected to incur financing cost in full.
For VfM analysis, it is assumed that the PSC is able to obtain financing at a lower interest rate of

2.7%17 as compared to private sector of 7%18.

5.B.3.7.4 Preliminary Quantitative Assessment
Table below summarises the key assumptions used in both the Shadow Bid model and the PSC model:

Description \ Shadow Bid \ PSC
CAPEX (NPV, PHP mil) 342 384
OPEX cost overrun n/a 20% higher
17
.8 Source: Bloomberg, November 2015 - Thailand's 10-year government bond yield

Source: Bank of Thailand, August 2015 - Interest rates in financial market (2005 - present)
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VFM Components matrix:

Description (NPV, PHP mil) | Shadow Bid | PSC

Payment from the Government 5252 -
Total CAPEX - 384
Total OPEX - 220
Financing cost - 82
Total Project NPV (Pre Tax) 525 687
Corporate Tax (33)

Total Project NPV (After Tax) 492 687
VfM gain (PSC - Shadow Bid) 195

Details of uses of the Government payment is as follows:

Description (NPV, PHP mil) Payment received from the government

Repayment of debt 122
Financing cost 107
OPEX 160
Tax payment 33
Dividend payment 104
Total 525

Preliminary results of the VfM quantification determined positive value that could be generated if
project is procured as a PPP. Total NPV of all cash outflows from the Project to the Government over
entire project life (20 years) if standard procurement method is selected is estimated at Baht 687
million, compared to Baht 492 million if project procured as a PPP. In other words, total VfM gains are
estimated at about Baht 195 million.

5.B.4 Summary of Project 1: Nakhon Pathom Mid-size General Hospital

The management of Nakhon Pathom Hospital considers development of a 90-bed general urban
hospital to overcome existing capacity problems at Nakhon Pathom Hospital such as considerable
number of inpatient beds located in common areas and significant waiting time for various medical
procedures. With additional mid-size general hospital facility, Nakhon Pathom Hospital will be able to
shift number of patients away from the existing facility, provide more specialised services in its existing
facility and maintain its role as the center of medical network for Nakhon Pathom provinces and to
focus on providing tertiary care level services and treatments to chronic patients.

Based on preliminary financial assessment for the Mid-Size General Hospital project developed during
the course of our study, the PPP Project value (NPV) is estimated to be close to Baht 640 million. The
total VfM gains (NPV) from this PPP project are estimated at approximately Baht 195 million.

Based on the results of the simulation study a development of a new mid-size general hospital facility at
the Nakhon Pathom Hospital represents a potentially good candidate for a pilot healthcare PPP project
and can be considered to be bundled and undertaken as a group of urban hospitals if appropriate for
private sector participation. There are several considerations regarding next steps:
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» PPP Project size
The initial estimates of the PPP project value is below THB 1 billion (~USD 28 million). It will be
important to conduct market consultations to evaluate if private investors will be interested in this
project on a stand-alone basis. The PPP project value needs to be significant enough to justify
private sector investment and effort to participate in the PPP tender process. The approach of
bundling 2-3 or more medium size general hospitals in one region may enhance private sector
interest.

» PPP Project scope
The simulation study assumed that the private sector provides only the core infrastructure services
provision. As part of the feasibility study, it is also possible to explore the inclusion of other
support services and commercial potential to be provided by the private partner to realise better
value for money benefits, including car park facilities. This could also assist to potentially reduce
government funding requirements if private investor is given opportunity to generate some
commercial revenue from other services.

» Budget allocation
MOPH will need to use updated budget appropriation rules that are currently been developed by
SEPO to use VfM results in the budget application to ensure long term budget appropriation is
secured for the project. In addition, some of the Nakhon Pathom Hospital operational budget
received from the government under the Universal Service Obligations for its capital projects based
on annual allocation can also be applied towards the PPP payments. This is an area to be
developed in detail as part of the Feasibility Study.

» Medical personnel shortage
On a separate but related note, we have been informed by the NP management that one of the
major limiting factors that directly impact size of the new facility is ability to hire sufficient number
of support medical specialists. Assessment of private partner’s ability to attract support medical
personnel can also be explored during the feasibility study and market sounding.
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C. Medical Excellence Center - Department of Medical Services

5.C.1 Medical Centre Overview
5.C.1.1 Background

The Department of Medical Services (DMS) is a government agency responsible for 32 hospitals and
institutes, and 12 Central Support Agencies. The DMS has a vision to be the leader in the academic and
technological fields of medicine to support and improve the well-being of the Thai citizens. DMS has a
duty to develop the department's hospitals and institutes to be Centers of Excellence, increase the
capacity of regional referral centers as tertiary care service centers, and to apply policies and other
mechanisms to improve the centers.

Fifteen hospitals and institutes under DMS each have a capacity of 500-1,000 beds on average. Most
of these hospitals and institutes are located in Bangkok and the surrounding Greater Bangkok Area.
Most of the revenue sources are based on:

Self-financed: 35-50 %
CSMBS: 30 %

Social Security Rights: 10-20%
UCS: 0-25%

vvyyvyy

The hospitals and institutes under DMS are generally reputed for being specialized medical institutions.
However, most of the hospitals face the problem of high occupancy resulting in congestion and long
waiting times for patients. To alleviate these issues, DMS has proposed to develop a 250-bed Medical
Excellence Centre (“Medical Excellence Center”) for DMS to overcome congestion problems in all the
hospitals / institutes under DMS as well as to reduce waiting time of patients who are self-financed,
under CSMBS and with private insurance. The new center will be a multidisciplinary medical service
center that aims to deliver the following specialized treatments:

Medical Services Skilled professionals

Otorhinolaryngology / Ear, Nose, Throat (ENT) Rajvithi Hospital

ER Nopparat Hospital

Eye specialist Mettapracharah (Rai-king) Hospital
Orthopedic Lerdsin Hospital

Pediatric Queen Sirikit National Institute of Child Health
X-ray / Lab Institute of Pathology

Skin specialist Institute of Dermatology
Neurology Prasat Neurological Institute

CVT Chest Disease Institute

Dental Institute of Dentistry
Rehabilitation Rehab (Sirindhon)

Cancer National Cancer Institute
Psychiatry and narcotics Thanyaburi
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5.C.1.2 |Initial Design Specification Considerations

The management of DMS has provided some high level design brief of the Medical Excellence Center.
We understand that the information provided is preliminary and it will need to be reviewed and
improved by the engineers and health facility planners during the feasibility stage.

Planning integration:

When establishing the design brief of the Medical Excellence Center, the management of DMS has
highlighted that the planning needs of the Medical Excellence Center should reflect the following:

» Proposed location to be near skytrain/subway station and highway, i.e. area such as Rama 9,
Ngam Wong Wan, Taling Chan, or Rama2
» Energy saving and environmental-friendly facility

Size of the Medical Excellence Center:

Table below summarises the inputs provided by the management of DMS:

Hospital building

Outpatient department (OPD)

ER

IPD

Ambulatory

ICU

Operating room
Hemodialysis center
Labour and Delivery Unit
Dentistry

Other facilities / area
Administration

Commercial
General support

Teaching, training and research center

Conference and meeting rooms

Other site facilities

Others
Carpark

15 clinics (co-partner among hospitals and medical
institutes under Department of Medical Service)

200 beds (private room)

50 beds (private room + shared room)
20 beds

20 rooms

20 units

5 rooms

10 units

Administration, medical records, pastoral care, general
storage

Cafeteria, retails, convenience store

Kitchen, doctor’s lounge, staff and public amenities
Education, clinical research, academic research
Estimated to cater up to 400 people

Staff accommodation (20 rooms), hostel to accommodate
visitors from other provinces (50 rooms)

Thai massage/ Fitness/ Spa
Up to 1,000 lots

Medical Excellence Center Functional Planning Units:
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A standard set of functional planning units has been developed to enable a common approach to the
capital planning process for the PPP project in Section 5.C.3.3.2. Medical Excellence Center functional
planning units are summarised in Appendix 11.C (C-4: Responses received from DMS).

Additional Information Requirements for the next phase:

While the information provided is sufficient for a simulation study, further information is required to
undertake a fuller assessment of the Project:

» While we have made the assumption of developing a 250-bed hospital for the purpose of this
report, a detailed needs assessment will be required to validate these assumptions as the
demand assessment will impact the design and size / cost of the hospital. The potential next
steps include:

» Further analysis to review if the planned capacity of 250 beds would be sufficient to meet
existing demand (potentially to attract 30% of DMS existing patients) as well as future
demand - this will include how population growth / demand of specific medical services will
impact the future demand

» Assessment of patient profile / forecast bed requirements by types of services offered in
order to determine the design / equipment requirement for the Medical Excellence Center

» The above will assist to provide a better assessment of the infrastructure requirement (no.
of clinics, no. of operating rooms, carpark lots, etc) and equipment requirement (e.g. no. of
unit per operating room) to develop a more accurate design and cost assessment of the
Medical Excellence Center

5.C.2 PPP Project Summary
5.C.2.1 PPP Project Overview

The development of the Medical Excellence Center (the "DMS Project”) is a vital element to resolve the
congestion problems facing hospitals and institutes under DMS. In addition to providing additional
capacity to the hospitals and institutes, the Medical Excellence Center will also become DMS first one-
stop center that provide multiple specialties under one roof.

The following section provides high level summary of the overall DMS Project scope, PPP project and
service delivery objectives provided by the DMS management. While this information is sufficient for
the initial high level project assessment, further details will be required for more rigorous analysis,
including more detailed costing and design specific inputs from technical and health facility planners to
develop a costing and services plan as part of the feasibility assessment in the next phase. More
detailed inputs will also allow narrowing the project scope including more detailed specification of
services, identification of infrastructure and equipment requirements and support activities and
services.

5.C.2.2 Availability of Land

To deliver the DMS Project, the management of DMS has informed that there is no specific land plot
identified for the Project use. DMS has suggested for a possible site within the MoPH compound or any
land plot from the DMS land bank. The size of the land is expected to be 5 Rai (8,000 sgm.). Upon
identification of land plot, it will enable MoPH to enter into a Build, Operate and Transfer (BOT)
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contract with the private sector to allow them to design, construct and finance the Hospital as well as
to maintain and operate the Hospital to the most efficient way over the operating period.

5.C.2.3 Project Objectives

The objective of the DMS Project is to create a new Medical Excellence Centre to achieve the following
outcomes:

» Reduce congestion and waiting periods of patients in hospitals/ Medical Institute of the DMS

» Increase access for patients referred to the hospital/ Medical Institute of the DMS

» Add convenience to patients through a form of clinical specialties

» Income generated from the project can be utilized in the implementation of the mission and
policies of the Department of Medicine.

» Create a support network for other hospitals and small to medium private clinics, to create a

Medical Hub.
» Become learning and training center under JCI-DNV GL standard
» To achieve value for money from the efficient use of the organization'’s resources
» To comply with the Government's PPP policy

A copy of the questionnaire / information request list provided to DMS is included in the Appendix C.

5.C.2.4 PPP Project Scope

For the purposes of establishing the value for money proposition of the DMS Project, the extent of
infrastructure related services to be included as part of the PPP will need to be determined.

Based on many international precedents where PPPs have been successfully implemented, the PPP
scope of services includes the design, construction and provision of both hard and soft facility
management services and provision of medical healthcare services remain with the public sector.

As such, for the purpose of this simulation, MoPH and DMS will continue to control and provide all
clinical and diagnostic services while the private sector will be responsible for the design, construction
and long term management and maintenance of the overall facilities over the life of the concession.
The key aspects of provision of hospital infrastructure services to be provided by the private sector as
part of the PPP are set out below:

Services Descriptions Private sector role
Design Design of the Hospital Yes
Construction Construction of the Hospital Yes

Hard services consist of services related to the Yes
maintenance of the building structure of the
Hospital as follows:

Hard facilities
management

» Repair and maintenance of the Hospital
structures and equipment
» Refurbishment

Soft services refer to services required for the Partially yes.

Soft facilities operation of the Hospital but not related to the
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Services

management

Descriptions

building structure. Examples of potential soft
services are as follows:

General management services,

Helpdesk services,

Food services (patient and non-patient),
Housekeeping services,

Laundry / linen services,

Information and communication technology
Security

Waste management

VYVVVYVYYY

Private sector role

To be defined based on
additional market capacity
assessment and full
feasibility study

Procurement of
medical equipment

Medical equipment refers to all equipment used
for diagnosis, treatment and rehabilitation.
Medical equipment includes:

» X-ray machines
» CT scans
» MRI machines, etc.

Partially yes.

To be defined based on
additional market capacity
assessment and full
feasibility study

Materials

Materials include all non-medical equipment
required to bring the Hospital to operation.
Materials include:

» Medicines
» Admin supplies, etc.

Partially yes.

To be defined based on
additional market capacity
assessment and full
feasibility study

Medical services
and hospital
operations

Day to day operations of the Hospital

No. This service will be
retained and provided by
MoPH / DMS

5.C.2.5 PPP Specifications and Standards

The PPP output specifications defined the private sector’s deliverables in the Investment Contract /
Concession Agreement. Based on the PPP project scope identified, the common output specifications
(KPIs) and penalty (if KPIs are not met) are as follows:

KPI Threshold value Penalty

» The private sector will need to
ensure the Hospital is fully
developed on the project
operational start date

Availability payments will start
only after the facility is available
and services are delivered in line
with the output specification.

Design, Technical and
Construction

» The Hospital should be made >
available for use round the clock
24 hours a day and 365/366
days a year during the
Concession Period

For every closure of the hospital,
Baht [x] per day shall be
deducted from the monthly
payment from the Government

Hospital operation
period
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KPI Threshold value Penalty
Lifesaving equipment » Zero number of hours of default » For every failure, Baht [x] per
, . hour shall be deducted from the
downtime (Ventilator,
S monthly payment from the
Oxygen Pipeline, Government
Heart Lung Machine ,
etc.)
Overall equipment C_T/MRI shall be made operational » For every failure, Baht [x] per
uptime within 24 hours of default. hour shall be deducted from the
» USG shall be made operational monthly payment from the
within 12 hours of default Government
» Key Pathology equipment as
defined in the Concession
Agreement shall be made
operational within 24 hours of
default
» the private sector will need to » For every failure (building

Facilities management

undertake routine maintenance
including prompt repairs of the
Hospital including its structures
and equipment

structures / equipment), Baht [x]
per day shall be deducted from
the monthly payment from the
Government

In addition to setting the PPP output specifications, the Hospital will need to comply with the following

standards / guidelines:

» Construction - International standard ISO
» Accreditation Participation Requirements - Joint Commission International (JCI) Standard
» Facility Management and Safety (FMS) - JCI Standard

The above will need to be further developed in close consultation with MoPH's representatives, Design
and Construction Division under the Department of Health Service Support and other project advisors
such as technical consultant during the feasibility study stage.

5.C.2.6 Risk Assessment and Risk Management

5.C.2.6.1 Risk assessment
A risk is defined as an occurrence which may affect the cost, quality or timely completion of the
project. Optimal allocation of risks to the party best able to manage it is a key value for money driver of
a PPP, therefore, successful delivery of risk sharing procedures is a key instrument to ensuring long

term success.

The objective of assessing the risk is to:

» Enable MoPH to identify and understand the project risks

» Ensure that risks are allocated to whoever that is able to manage and control the risks

» Ensure that the allocation of risks between MoPH and Private sector is clearly set out and
demonstrated within the contractual structure

» Develop risk management / mitigation strategies for each identified risk to reduce the
likelihood of occurrence
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5.C.2.6.2 Risk allocation matrix

Based on many international precedents where PPPs have been successfully implemented, we set out
the common projects risks for similar projects and how these risks are borne by private or public

sector.
Risk event Risk borne by Impact Risk Mitigation
Construction or completion risk: Private Delays in No payment to the private
Construction risks may be due to construction sector until the start of the
construction techniques, cost and operation
escalation and delays, poor quality commissioning
in workmanship or availability of of the Project
appropriate labor or material.
Construction or completion risk: Public Delays in Provision of land for
Land acquisition is usually identified construction construction should be
and the most common risk and made Condition Precedent
attributable to PPPs, and usually commissioning in the Investment Contract.
arises when the project land is of the Project Government delays in
unobtainable or unable to be approvals and consents,
occupied at that time. should result in the
concession period is
extended by an equivalent
period.
Legal Requirements: Changes to Private Increase in cost  The private sector may be
legislation, codes and / or MoPH due to entitled to a time
guidelines that may result in modification of extension, compensation
changes in Facility design or a design and delay and, if it is a prolonged
request from supply authorities, of works or in delay, the private party has
such as power and utilities commissioning aright to terminate.
suppliers, to deviate from actual of the Project.
design
Furniture, fixtures and equipment Private Increase in Costs to rectify
(FFE): Insufficient FFE allowance to project capital inefficiencies are generally
deliver scope cost to satisfy borne by the private
FFE sector.
requirements
Maintenance cost: Facilities Private Greater Maintenance cost is
maintenance costs are higher than maintenance generally based on a fixed-
the budgeted amount. costs compared  fee contract. Any cost
to budget, overruns are generally
affecting project borne by the private
returns sector.
Obsolescence FFE: FFE Private Increase in costs  Any additional replacement

obsolescence occurs more
frequently than expected

to replace the
hospital's FFE,
affecting project
returns.

cost is generally borne by
the private sector
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Risk event Risk borne by Impact Risk Mitigation
Design inefficiencies: Inadequate /  Private Increased staff Strict supervision should be
inefficient circulation routes leading time and carried out throughout the
to increased staff time and reduction in design process. The private
reduction in quality of care. guality of care. sector will have an
obligation to take all
reasonable action to
mitigate the consequences.
Demand risk: Changes to market Public Reduction in As the public sector is
conditions that significantly revenue sources operating the hospital, all
affecting the pricing and demand / demand risk relating to
competition in the healthcare sector medical services will be
borne by them.
Market condition: Changes to Public Increase in As the public sector is
market conditions that significantly operating operating the hospital, all
affecting the salary of the medical expenses medical related risk will be
staff borne by them.
Availability of data: Data Public Insufficient data  Public sector is to ensure

availability is crucial in the
preparation of bids

availability can
result in
inaccurate bid
prices, affecting
the budget, KPIs
and returns to
investors.

all information is made
available to bidders to
provide accurate bid
prices. Private sector
should have an opportunity
to request for further
additional information they
may require.

Once specific project parameters are developed during the pre-feasibility stage, the above factors will
be taken into consideration and further refined with detailed recommendations.

5.C.2.7 Procurement Model

The selection of the delivery model is a critical decision for any infrastructure project. The purpose of
this process is to determine the delivery model which is best suites the risks and opportunities

identified for the Project.

Table below presents a brief description of the different procurement models:

Delivery model

Descriptions

Likelihood to achieve VFM under a

PPP

Public Build, Own and
Operate

Private and Confidential

The Project is undertaken by

government and the design and
construction roles are tendered
separately to the private sector

Low: A similar to conventional

public procurement and it is used
when there are no capital
constraints on Government

spending
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Delivery model

Descriptions

Likelihood to achieve VFM under a
PPP

Design and Build
(D&B)

The Project is undertaken by

government and the design and
construction roles are tendered
separately to the private sector

Low-Medium: Innovation potential
could be low, though risks of
project delays and additional costs
are passed to the private partner

Design, Build,
Maintain (DBM)

The private sector is contracted to
design, construct and maintain the
facilities, with government retaining
the operating responsibility

Medium: Private assumes the
construction and maintenance risk
only. It is used when there are no
capital constraints on government
spending

Design, Build,
Maintain, Operate
(DBMO)

The private sector is contracted to
design, construction, maintenance and
operate (infrastructure only) the
facilities

Medium. Assumes that there is no
government funding constraints.
Government provides the
construction financing and also
makes ongoing payments to the
private sector for the operations,

Design, Build,
Finance, Maintain
(DBFM)

The private sector is contracted to
provide financing, design, construction
and maintenance (“hard services") of
the infrastructure

Likely. Private sector only receives
payments (capital and operational)
when services are performed.

VFM can also be achieved for the
provision of the soft services if
there is market capability to so
over the long term.

Design, Build,
Finance, Maintain and
Operate (DBFMO)

The private sector is contracted to
provide financing, design,
construction, maintenance (“hard
services”) and operation (“'soft
services") of the infrastructure.
Medical healthcare services remain
with the public sector.

Likely. Private sector only receives
payments (capital and operational)
when services are performed.

VFM can also be achieved for the
provision of the soft services if
there is market capability to so
over the long term.

Based on international best practice, healthcare PPP projects with medical services and hospital
operations provided with by the Government are typically procured using Design, Build, Finance and
Maintain (DBFM) models which delivers maximum VFM for the Government.

In the case of the Medical Excellence Centre, both DBFM and DBFMO should be considered to assess if
Value for Money can be achieved, as part of the pre-feasibility phase.

Applying a similar model, MoPH will enter into a contract with a special purpose vehicle that will be

required to:

» Design and construct the Medical Excellence Center
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» Raise all necessary debt and equity funding to finance the construction of the Medical
Excellence Center

» Maintain (and operate) the Medical Excellence Center over the operating period

» Hand back the Medical Excellence Center to MoPH / DMS at the end of the concession period in
a pre-defined condition

The advantages of this model include:

» Significant design and construction risk transfer to the private sector

» The construction of the Medical Excellence Center without significant financial outlay or debt
by the government

» Maximum incentive for the incorporation of private sector’'s innovation, whole life design
approach and operational solutions

» Full control of the Medical Excellence Center operations by the public sector e.g. provision of
medical services

The appropriate PPP modality and procurement model will need to be confirmed during the pilot
project phase by taking into consideration, market capability, detailed risk assessment and allocation as
well as potential for the value for money.

5.C.3 Financial Assessment of the PPP project
5.C.3.1 Methodology

A financial model was prepared in order to develop the preliminary Financial Projections for the
Project. The formulation of the Financial Forecast is drawing on the following key parameters:

Key Assumptions

PPP Project Value (Public and Private sector investment)
Financing

Payment Mechanism Structure

Conclusion on Financial Assessment

vVvyyvyvyy

The approach and detailed key assumptions used for each aspect are described in detail in the following
sub-sections.

5.C.3.2 Key Assumptions

Table below summarises the key general assumptions used in the Financial Projections:

Description Assumption Remarks

Concession start year Year 1 Beginning of construction period

Concession end year Year 22 Including construction period

Construction period 2 years Based on industry norm

Operating period 20 years Based on industry norm

Land area > rais/qrETBI,OOO Based on inputs from the management of DMS
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Description Assumption Remarks

Size of the Hospital 250 beds Based on inputs from the management of DMS

Support Infrastructure:

- Carpark ) )

- Cafeteria Required Based on inputs from the management of DMS

- Hotel

- Others

Equipment procurement Yes Based on inputs from the management of DMS
In order to demonstrate the relationship
between total private partners’ investment and

Commercial opportunities No the amount to be paid by the Government, we
have excluded the commercial opportunities in
this report

General assumptions:
Description Assumption Remarks
Inflation rate 2.5% Based on last 10 years inflation in Thailand
10% Used to discount all project cash flows. Could

Discount rate be adjusted to reflect weighted average cost of
capital

Depreciation

- Building and structures 20 years Based on industry norms
- Equipment 10 years Based on industry norms
Corporate tax rate 20% Based on prevalent law

Construction schedule assumptions
Key assumptions for construction timeline are as follows:

» Construction period - 2 years
» Project progression during construction phase:

Progression (%) Total Year 1 Year 2
1. Construction - Medical Excellence Center 100% 40% 60%
2.Construction - Parking structures 100% 40% 60%
3. Construction - other support infrastructure 100% 40% 60%
4. Equipment procurement 100% 0% 100%

Financing assumptions
Table below summarises the financing and senior debt assumptions used for the Financial Projections
for the Project:

Description Assumptions /Remarks

1. Funding requirement Includes mltlal capital expenditure, any financing
cost requirements and
2. Target gearing 70% Debt : 30% Equity
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3. Debt tenor 22 years
4. Repayment period 20 years
5. Repayment profile Annuity
6. Interest rate 7%

5.C.3.3 PPP Project Value

SEPO has defined PPP project value calculation as total public and private investment / assets, both
tangible and intangible, which create an optimal-level of utilization capacity during the whole life of the
project. The Project Value includes initial investment / capital expenditure (CAPEX), on-going CAPEX
and operating expenses (OPEX). PPP project value calculation will then determine the procurement
approach of the project whether to apply existing Procurement Regulations with mutatis mutandis
principle or to obtain approval from the Cabinet (above THB 5 billion).

5.C.3.3.1 Public Sector Investment
Land and other government investment / asset transfer represent the public sector investment for the
PPP Project Value calculation. For the purpose of land value calculation for this simulation study, we

19

have assumed Baht 100,000 per sgm (land market value in Bangkok ) over a land area of 8,000sgm.
The definition and cost computation of these items will need to be defined in a more precise manner
and to be confirmed during the feasibility study.

5.C.3.3.2 Private Sector Investment
b) Initial Capital Expenditure

Initial CAPEX refers to the construction costs of the Hospital building with support infrastructure and
the procurement of equipment by the private sector.

Space Planning

» Hospital space planning
Based on the hospital space planning guide prepared by Marshall & Swift Valuation Service in
September 2013, the average gross area per bed for a general hospital is estimated at 1,225
sqgft per bed.

Area Gross area per bed (sqgft) - Gross area (250 beds)
Administrative 73 18,250
Obstetrics 24 6,000
Central Sterile Supply 19 4,750
Dietary 62 15,500
Emergency 14 3,500
Pharmacy 10 2,500
General Storage 33 8,250
Housekeeping 26 6,500
Intensive Care 16 4,000
Nursery 13 3,250

19
Source: www.land.co.th and www.treasury.go.th

20
Source: Marshall & Swift Valuation Service
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Area Gross area per bed (sqft) 20 Gross area (250 beds)
Locker Rooms 12 3,000
Nursing 259 64,750
Outpatient 44 11,000
Pathology 26 6,500
Maintenance 13 3,250
Radiology 25 6,250
Surgical 54 13,500
Therapy 20 5,000
Mechanical 98 24,500
Circulation 252 63,000
Structure 132 33,000
Total (AVERAGE) 1,225 306,250

Gross area per bed (sqgft) =
630
2,425

Other Grades
LOW
GOOD

» Parking structures space planning

Gross area (250 beds)

157,500
606,250

Marshall & Swift Valuation Service's space planning guide compared the grade of parking
facilities by gross area per parking space. The assumptions used to determine the size of the

carpark for this Project are as follows:

Descriptions

Assumptions

No. of parking space per bed 2.5
No. of parking space required for a 250-bed hospital 625
Facilities Grade: Gross area per spacezz
- Ltow 310 _
- Average 350 B 350
- Good 390
- High 440
Total parking area (sqgft) 218,750

» Other support infrastructures space planning

Table below summarises the assumptions used to determine the area of other support

infrastructure:
Description \ Assumptions Gross area (250 beds)
Cafeteria 5% of Hospital space 15,313
Hotel 10% of Hospital space 30,625
Others 5% of Hospital space 15,313
Total area for other support infrastructures (sqgft) 61,250

1
Source: Marshall & Swift Valuation Service

22
Source: Marshall & Swift Valuation Service
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» Summary of Total Area

Description Gross area (250 beds)

Hospital / Medical Excellence Center 306,250
Carpark 218,750
Other support infrastructures 61,250
Total area (sgft) 586,250

Construction cost - Medical Excellence Center:

The preliminary construction cost data23 presented in this section is based on the valuation, appraisals
and analysis of the costs of new buildings in the United States. The buildings are divided into five basic
cost groups by type of framing (supporting columns and beams), walls, floors and roof structures and
fireproofing as below. Please note that the cost classifications are merely indicative of many sampling
buildings and are not meant to be building specifications. For further details, please refer to Appendix
11.D.

Class Description

A Buildings consist of fireproofed structural steel frames with reinforced concrete
or masonry floors and roofs.

Buildings consist of reinforced concrete frames and concrete or masonry floors
and roofs

Buildings consist of masonry or concrete exterior walls, and wood or steel roof
and floor structures, except for concrete slab on grade.

Buildings generally consist of wood frame, floor, and roof structure. They may
have a concrete floor on grade and other substitute materials, but are
considered combustible construction. This class includes the pre-engineered
pole- or post-frame, hoop and arch-rib-frame buildings.

Buildings consist of frames, roofs, and walls of incombustible metal. This class
S includes the pre-engineered metal buildings, including slant-wall and quonset
structures

B

C

The average hospital construction costs by cost groups are summarised below:

Cost per sqft24 (USD) Assumptions
Class Low cost Average Good Excellent
A 209.37 272.39 354.99 464.41
B 206.26 267.79 348.27 454.68 A _
C 151.33 203.23 270.45 | 361.09 ‘C’g:fz
D 146.56 | 194.09 25720 |,
s w 0

The average costs shown above include architects’ fees and contractors' overhead and profit, sales
taxes, permit fees and insurance during construction. Financing costs, real estate taxes or brokers’

3
Source: Marshall & Swift Valuation Service

4
Source: Marshall & Swift Valuation Service
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commissions are not included. We have assumed the construction cost for the Medical Excellence
Center to be under category Average - Class A (USD272.39 per sqft).

Converting to Thai cost base using construction cost index : As the unit rate is being benchmarked

with cost data from the United States, we have assumed a local cost multiplier of 0.5 times 25 to
reflect and to adjust to local cost conditions. As a result, a unit construction cost is assumed at
USD136.20 per sqgft. The resulting preliminary construction cost per bed for the Medical Excellence
Center building is estimated to be USD220,000. The unit rate is consistent with the cost data from
other hospital development projects of similar size and with publicly available information as
summarized in Appendix 11.D.

The building specifications and construction cost will need to be further developed and confirmed in the
feasibility study stage.

Construction cost - Parking structures:

The average carpark construction costs by cost groups are summarised below:

26
Cost per sgft  (USD) Assumptions

Class Cheap Low cost Average Good
A . | 52.88 68.80
B T TR 50.25 64.73 Average -
s 28.77 36.67 | Class A

The average costs shown above include architects’ fees and contractors’ overhead and profit, sales
taxes, permit fees and insurance during construction. Financing costs, real estate taxes or brokers’
commissions are not included. We have assumed the construction cost for the parking structures to be
under category Average - Class A (USD52.88 per sqft).

Converting to Thai cost base using construction cost: As the unit rate is being benchmarked with cost

data from the United States, we have assumed a local cost multiplier of 0.5 times27 to reflect and to
adjust to local cost conditions. As a result, a unit construction cost is assumed at USD26.44 per sqft.

The building specifications and construction cost will need to be further developed and confirmed in the
feasibility study stage.

Construction cost - Support Infrastructure:

25

Source: Arcadis International Construction Report (International cost comparison: Indexation based on UK =
100, Thailand = 34, US = 90, Thailand : US = 0.4 times) and International Construction Intelligence (Thailand: US =
0.7 times)

6
Source: Marshall & Swift Valuation Service

27

Source: Arcadis International Construction Report (International cost comparison: Indexation based on UK =
100, Thailand = 34, US = 90, Thailand : US = 0.4 times) and International Construction Intelligence (Thailand: US =
0.7 times)
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Support infrastructure refers to other infrastructure needed to sustain the Medical Excellence Center's
day to day operations and to improve services to the patients / users such as carpark, cafeteria, hotel
and others.

High level assumptions for the construction cost and requirement of these infrastructures for the
Project is summarized as follows:

% of Medical Excellence Center /

Support Infrastructure Requirement Hospital construction cost
1. Cafeteria Yes 5%
2. Hotel Yes 15%
3. Others Yes 5%

Equipment procurement:
The high level assumption used for the procurement of the medical equipment is as follows:

% of Medical Excellence Center /
Hospital construction cost
1. Equipment procurement Yes 30%

Equipment Requirement

5.C.3.3.3 Repair & maintenance and Operating Expenses
Repair & maintenance (R&M) represents the potential expenditure required during the concession
operating period to retain the infrastructure fit for purpose. R&M expenditure is assumed as follows:

Description Assumptions /Remarks

3% of Medical Excellence Center construction
cost per annum

2. Equipment maintenance and replacement 10% of equipment procurement cost per annum

1. Building maintenance

3. Support services (carpark, cafeteria, hotel, etc) 10% of respective construction cost per annum

5.C.3.3.4 Summary of PPP Project Value
Table below represents the PPP Project Value estimate in NPV terms and in current price:

PPP Project Value (Baht ‘mil) NPV  Current price
Public sector’s contribution
1. Land cost 727 800
2. Other Government investment and assets transfer TBD TBD
Private sector's contribution
3. Initial capital expenditure
3a. Construction cost - Medical Excellence Center 1,324 1,542
3b. Construction cost - Parking structures 184 214
3c. Construction cost - Other support services 331 385
3b. Equipment procurement 386 467
Total initial capital expenditure 2,225 2,608
4. Repair & maintenance and operating expenses:
4a. Building maintenance 399 1,223
4b. Equipment maintenance and replacement 399 1,223
4c. Support services (catering, laundry, etc) 517 1,584
Total operating expenses 1,315 4,030
TOTAL PPP PROJECT VALUE 4,268 7,439
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5.C.3.4 Financing

The funding requirement from the private sector for the Project is estimated as the initial capital
expenditure of THB 3,055 mil (NPV of THB 2,606 mil) over the construction period.

The proposed gearing for the funding structure for the Project is expected to be at 70% debt and 30%
equity based on conservative industry norms and consistent with preliminary discussions with local
banks. Please refer to Appendix E in Section 11 for further details.

5.C.3.5 Payment Mechanism

For this Project, as the Public sector retains the demand risk as MoPH continues to provide medical
services and collect revenue generated from these services, the payment mechanism is structured as
an availability payment for the provision of the infrastructure services. The Public sector will make
monthly payments to the Private sector / concessionaire for making the Medical Excellence Center
available for use, regardless of the utilization of the asset. In order to receive the monthly payment,
the Private sector on the other hand will ensure that the Hospital meets the minimum / certain
requirement standards and is available for use by the public.

5.C.3.5.1 Payment by the Government

The payment mechanism is critical for effective delivery of the Investment Contract. It defines the risk
transfer and established incentives for the private sector to offer continuous services to agreed-upon
performance standards summarised in Section 5.B.2.5.

5.C.3.5.2 Commercial Revenue Potential
The primary form of revenues to the private sector will be the availability payment. However it is likely
that selected commercial revenues from third parties users may be generated including :

» Carpark - collection of car parking fees from Hospital's users
» Cafeteria - sales of food and beverages to Hospital's users
» Rental of retail spaces - collection of monthly rental fees for retail spaces

These revenues may be collected by the private sector or the public sector.

Based on the inputs provided by the management of DMS in Section 5.C.2, the Project scope will
include design and construction of the hospital building as well as supply and maintenance of medical
equipment and support infrastructure such as carpark, cafeteria, hotel and etc. However, additional
analysis will be required to evaluate and assess commercial revenue potential available for the private
partner. As such, we have assumed that there will be no commercial revenue available for this Project.
This commercial potential will be further analysed at the feasibility stage.

5.C.3.5.3 Other cash inflow to the Government

From the Government's budgetary process perspective, the medical services profit generated by DMS
from this Project could also be an option to reduce the payment from the Government. This approach
will require the net profit generated by the Project to subsidized the availability payment made by the
Government to the private sector. In addition, tax income received from the Project Company will also
reduce the Government's payment indirectly. A high level lllustration of the net impact to the
Government payment is as follows:
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Government's net cashflow NPV Current price
Total PPP payment to the private sector @ (3,703) (10,525)
Tax income received from Project Co 230 753
Excess cash from Medical Excellence Center operations ° 1,200 3,648
TOTAL (2,272) (5,923)

aThe PPP payment to the private sector could be reduced further once 5.C.3.5.2 is determined.

® The approach on utilizing the Medical Excellence Center's profit to reduce the Government’s payment
could be further explored during the feasibility stage. Detailed revenue - cost financial model of the
Medical Excellence Center is required in order to estimate the potential excess cash to reduce the PPP
payment. Please refer to Appendix 11.C and Appendix 11.F for further details.
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5.C.3.6 Financial Assessment Summary

5.C.3.6.1 Sources and Uses

Figures in Baht ‘mil

Sources

Government payment/Availability Payment* 3,703 10,525 - 526 526 526 526 526 526 526 526 526
Commercial revenue R . R R R R R R
Debt 1,921 2,253 715 1,538 - - - - -
Equity 480 563 179 384 - - - - -
Government upfront payment - - R - - - - -
Total Sources 6,104 13,340 894 1,922 526 526 526 526 526 526 526 526 526
Uses

Operating expenses 1,315 4,030 . 158 162 166 170 174 179 183 188 192
Tax paid 230 753 . 16 17 18 19 38 39 40 40 41
Capital expenditure 2,225 2,608 844 1,764 - - - - -
Interest during construction 176 208 50 158 R R R R R
Repayment of debt 792 2,253 - 113 113 113 113 113 113 113 113 113
Interest during operation 693 1,498 - 150 142 134 126 118 110 102 95 87
Dividend payment 672 1,990 - 90 93 96 99 83 86 89 91 94
Total Uses 6,104 13,340 894 1,922 526 526 526 526 526 526 526 526 526

* Note: Government payment / Availability payment could be further reduced with the excess cash available from the hospital operations and
commercial revenue potential to the private sector.
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Figures in Baht ‘mil

Sources

Government payment/Availability Payment 3,703 10,525 526 526 526 526 526 526 526 526 526 526 526
Commercial revenue - - - - - - - - -
Debt 1,921 2,253 - - - - - - - - - - -
Equity 480 563 - - - - - - - - - - -
Government upfront payment : . - - - - - - -
Total Sources 6,104 13,340 526 526 526 526 526 526 526 526 526 526 526
Uses

Operating expenses 1,315 4,030 197 202 207 212 218 223 229 234 240 246 252
Tax paid 230 753 42 42 43 43 44 44 45 45 46 46 46
Capital expenditure 2,225 2,608 - - - - - - - - - - -
Interest during construction 176 208 - - - - - - -
Repayment of debt 792 2,253 113 113 113 113 113 113 113 113 113 113 113
Interest during operation 693 1,498 79 71 63 55 47 39 32 24 16 8 -
Dividend payment 672 1,990 96 99 101 103 105 107 109 111 112 114 115
Total Uses 6,104 13,340 526 526 526 526 526 526 526 526 526 526 526

* Note: Government payment / Availability payment could be further reduced with the excess cash available from the hospital operations and
commercial revenue potential to the private sector.
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5.C.3.7 Value for Money (VfM) Assessment

Value for Money (VfM) assessment or VM test is typically used to assess if PPP contracting model for a
certain project (Shadow Bid) can be advantageous compared to contracting of the same project by the
government (Public Sector Comparator or PSC). The key objective of the VfM test is to assess and
guantify of how the transfer of asset delivery, operations and maintenance to a private sector partner
can create a higher value to the Government by leveraging private sector’s technical, operational and
financial capabilities. It has to be noted, that potential VfM gains should be considered as approximate
and have indicative nature of comparison between contracting models.

The VfM analysis provides some perspective as to whether transferring of project risks to a private
partner will yield a higher aggregate value to infrastructure users and taxpayers compared a traditional
procurement route. This can be expressed either in direct cost savings for the same service or a higher
qguality of service to users for the same or lower price. Alternative way to identify VfM is to test
whether the anticipated value of project risk transferred to the private sector would offset the risk
premium embedded in the rate of return of private investors, and therefore achieves a better risk
adjusted price/quality ratio of the project delivery to the Government.

5.C.3.7.1 Public Sector Comparator

PSC model is designed to forecast total costs of project delivery, operations and maintenance to the
Government considering that all project risk will be retained by the government. PSC model is based on
the assumption that all costs will be adjusted to take the consideration effect of risk i.e. cost overrun
and time delays leading to increase in cost over the construction and operating period which are
equivalent to a PPP project period.

5.C.3.7.2 Shadow Bid Model

Shadow Bid Model is structured to quantify all project risks retained by the government under PPP
contracting model and total payments received/made by the Government from/to a private sector
partner over entire PPP project period.

5.C.3.7.3 Value for Money

Total VfM gains are typically driven by the Project whole life costing factor. It is assumed that,
efficiencies from integrated life-cycle contracting are derived from standard cost saving estimates
commonly applied in various infrastructure projects with differences in actual bid prices and reference
prices. We assume that potential cost savings for construction, operations and maintenance if project
is delivered by a private partner as compared to a standard government contracting would be as
follows:

» Construction costs (including interface risks)

A study28 performed in 2007 by Allen Consulting Group and the University of Melbourne (Australia)
compared the cost overruns under Public Private Partnership (PPP) projects versus traditional
procurement. The methodology used to review 54 infrastructure projects in Australia defines four
stages in project implementation as follows:

» Stage 1: Original approval to contract close

28
Source: Allen Consulting Group / University of Melbourne, “Performance of PPPs and Traditional Procurement

in Australia”
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» Stage 2: Final budget to actual delivery
» Stage 3: Contract close to actual delivery
» Full Period: Original Project budget approval to actual delivery

The result of the study is summarized in the table below:

Description ‘ Stage 1 ‘ Stage 2 Stage 3 Full Period
Traditional 24.7% 24.6% 13.8% 44.7%
PPP 11.5% 3.0% 2.4% 13.9%
Difference 13.2% 21.6% 11.4% 30.8%
Significance 87% 96% 99% 96%

It is observed that in each of the 4 stages identified, projects undertaken via PPP were completed
with significant lower cost over-run compared to traditional procured projects. PPPs tended to
display greater cost discipline as compared to traditional procurement. As such, potential
construction cost savings for private partner is assumed at approximately 15%.

» Operations and maintenance costs

During operational phase, the private partner is expected to incur lesser operations and
maintenance costs due to the following factors:

» Installation of efficient technologies and equipment during construction phase

» Optimisation of assets' life-cycle with regular maintenance

» Reqgular operational cost control in order to operate at profit and to meet financial
obligations

» Ability to obtain economies of scale and optimizing maintenance programs from existing
common businesses or activities

Potential operations cost savings for private sector is assumed at 20%.
» Other costs

During construction and operational phase, the PSC is also expected to incur financing cost in full.
For VfM analysis, it is assumed that the PSC is able to obtain financing at a lower interest rate of

2.7%29 as compared to private sector of 7%30.

5.C.3.7.4 Preliminary Quantitative Assessment
Table below summarises the key assumptions used in both the Shadow Bid model and the PSC model:

Description ‘ Shadow Bid ‘ PSC
CAPEX (NPV, PHP mil) 2,225 2,502
OPEX cost overrun n/a 20% higher

29

Source: Bloomberg, November 2015 - Thailand's 10-year government bond yield

Source: Bank of Thailand, August 2015 - Interest rates in financial market (2005 - present)



TA8575 - Piloting Public-Private Partnerships in Social Sectors

VFM Components matrix:

Description (NPV, PHP mil) ‘ Shadow Bid ‘ PSC

Payment from the Government 3,7032 -
Total CAPEX - 2,502
Total OPEX - 1,815
Financing cost - 371
Total Project NPV (Pre Tax) 3,703 4,688
Corporate Tax (230)

Total Project NPV (After Tax) 3,473 4,688
VfM gain (PSC - Shadow Bid) 1,215

aDetails of uses of the Government payment is as follows:

Description (NPV, PHP mil) Payment received from the government
Repayment of debt 792
Financing cost 693
OPEX 1,315
Tax payment 230
Dividend payment 672
Total 3,703

Preliminary results of the VfM quantification determined positive value that could be generated if
project is procured as a PPP. Total NPV of all cash outflows from the Project to the Government over
entire project life (20 years) if standard procurement method is selected is estimated at Baht 4.7
billion, compared to Baht 3.5 billion if project procured as a PPP. In other words, total VfM gains are
estimated at about Baht 1.2 billion.
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5.C.4 Summary of Project 2: Medical Excellence Center

The management of DMS has proposed to develop a 250-bed Medical Excellence Center for DMS to
overcome congestion problems in all the hospitals / institutes under DMS as well as to reduce waiting
time of patients who are self-financed, under CSMBS and with private insurance. The new center will be
a multidisciplinary medical service center that aims to deliver 13 specialized treatments with skilled
professionals from various hospitals / institutions under DMS.

Based on the simulation study for the Medical Excellence Center project, the PPP Project value is
estimated to be NPV of Baht 4.3 billion. The availability payment from the Government over the
projections period of 22 years is estimated at NPV of Baht 3.7 billion and the total VfM gains are
estimated at approximately Baht 1.2 billion.

Development of the Specialised Medical Centre represents a potentially good candidate for a pilot
healthcare PPP project. There are several considerations regarding next steps:

» Location of a suitable land plot
The availability of a suitable land plot for the Project is an important consideration. This land will
need to be provided by the government

» Validation of project scope and design specification assumptions
Given the scale and range of services which may be provided, the project’s capital and operational
expenditure will need to be refined. Further analysis to review the planned capacity of 250 beds
and assessment of patient profile / forecast bed requirements by types of services should be
conducted in more detail as part of the Feasibility Study.

» Medical Excellence Center revenue generating potential to Offset PPP Project Payments
The Medical Excellence Center has the potential to generate its own revenues through paying
patients. Further financial analysis of the extent of hospital operations revenue generation will be
required during the feasibility stage. This will assist to determine the level of excess cash available
to pay for the project and the remaining amount which requires support from the Government /
MoPH.

» Commercial Revenue Potential
The Private partner’s project scope and opportunities to generate commercial revenue will need to
be further developed to evaluate the extent to which commercial revenue generated by the MEC
may reduce the Government payment
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D. Project 3: Carpark for Rajavithi Hospital

5.D.1 Carpark Overview

5.D.1.1 Background31

Rajavithi Hospital is a 1,200-bed medical center located near to Victory Monument Bangkok, one of the
busiest transportation hubs in Bangkok. Rajavithi Hospital is the largest public hospital in Ministry of
Public Health's system and has been providing medical services for more than 60 years. Rajavithi
Hosptal has a strong reputation as an excellent and modern medical facility in providing medical and
paramedical services in all medical specialties, appropriately equipped: intelligent operating room or
center of endoscopic surgery, Image Guided Radiation Therapy (IGRT), 3D Conformal Radiation
Therapy, and Elekta LINAC with MLC and Surgical Skill Training Center.

Rajavithi Hospital is currently accommodating the following number of annual patients and staff:

In-patients: 40,000

Out-patients: 1,000,000 (or a daily average of 4,000 patients)
Referral patients: 200,000 (both in-patients and out-patients)
Medical doctors: 200

Professional nurses and specialized staff: 800

Other supporting staff: 4,000

vVvyVvyVYyYYVYYy

One of the major concerns faced by Rajavithi Hospital today is significant shortage of car parking space
in close proximity to the hospital. Today, there are about 1,500 parking spaces available within the
hospital area.

Based on preliminary high level demand assessment performed by the hospital management, it is
estimated that Rajavithi Hospital has a major shortage of car parking spaces as 95demonstrated below:

Demand Category No. of cars parked per day

Medical staff - parking 1,500
Out-patient (cars) 2,000
In-patients and visitors 500
Total demand, cars 4,000
Medical staff (motorcycle) 500

At the moment most of the existing parking spaces are provided for free, so additional operational
funding is required to operate and maintain the car park. Hospital patrons who are unable to find car
parking in the existing hospital car park can use alternative paid-for parking lots:

Alternative parking No. of parking Distance to Rajavithi Parking fee

lots Hospital (Baht)

Royal Thai Army Medical Department 500 350 meter (4 mins walk) 20 per hour

Wat Aphaitayaram (Wat Makok) 150 500 meter (6 mins walk) 40 per entry

Children Hospital n/a 350 meter (4 mins walk) 20 per hour
31

Source: www.rajavithi.go.th/eng and information provided by Rajavithi Hospital's representatives at the PPP
workshop session conducted on November 25t/ 26th, 2015
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To resolve the car parking shortage issues, the management of Rajavithi Hospital has determined that a
new car parking facility is urgently required to increase total car park capacity to 4,000 cars to improve
access for patients and staff of the hospital.

5.D.1.2 |Initial Design Specification Considerations

The representatives of Rajavithi Hospital have provided some high level design brief of the carpark. We
understand that the information provided is preliminary and it will need to be reviewed and improved
by the engineers and health facility planners during the feasibility stage.

When establishing the design brief of the carpark, the representatives of Rajavithi Hospital have
highlighted that needs of the carpark should reflect the following:

Proposed location to be within the hospital compound (the land plot has been identified)
Capacity of 4,000 car parking spaces
Parking fee of Bhat 10-20 / hour

vV v. v Y

Potential to add commercial retail area

Additional Information Requirments for the next phase:

While the information provided is sufficient for a simulation study, further information is required to
undertake a fuller assessment of the carpark Project:

» While we have made the assumption of developing a 4,000-lot carpark for the purpose of this
report, a detailed needs assessment will be required to validate these assumptions as the
demand assessment will impact the design and size / cost of the carpark.

» The potential next steps include:

» Assessment of users profile (e.g. no. of medical staff, no. of hospital visitors, no. of other
users, etc) to determine the potential parking rates for each category

» Research /market survey on the users’ willingness to pay

» Identification of other commercial revenue opportunities (retail)

5.D.2 PPP Project Summary
5.D.2.1 PPP Project Overview

The development of the carpark is a vital element to resolve parking congestion problems at the
Rajavithi Hospital. In addition to providing current and future users with adequate, efficient and safe
access to the hospital, the new carpark will also indirectly improve the hospital users’ comfort level and
satisfaction visiting the hospital.

5.D.2.2 Availability of Land

To deliver this Project, the representative of Rajavithi Hospital has informed that there is a land plot
available within the hospital compound for the Project use. The suitability of this land plat will need to
be confirmed. Upon identification of land plot, it will enable MoPH to enter into a Build, Operate and
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Transfer (BOT) contract with the private sector to allow them to design, construct, finance, maintain
and operate the Carpark to the most efficient way over the operating period.

5.D.2.3 Project Objectives

The objective of this Project is to create a new carpark to achieve the following outcomes:

» Improving accessibility for all hospital users

» Providing centralized, safe and secure on-site parking facilities

» Delivering the Project by the private sector without support or funding from the Government or
Rajavithi Hospital

5.D.2.4 PPP Project Scope

Based on many international precedents where carparks has been successfully implemented as PPPs,
the PPP scope of services includes the design, construction, operations and maintenance of the car
park facilities by the private sector. Public sector will potentially retain some regulatory function
depending on the demand risk sharing model.

As such, for the purpose of this simulation, the private sector will be responsible for the design,
construction and long term operations and maintenance of the car park facilities over the life of the
concession. The key aspects of provision of car park infrastructure services to be provided by the
private sector as part of the PPP are set out below:

Services Descriptions Private sector role
Design Design of the carpark Yes
Construction Construction of the carpark Yes

Hard services consist of services related to the Yes
maintenance of the building structure of the
carpark as follows:

Hard facilities
management

» Repair and maintenance of the carpark
structures and equipment
» Refurbishment

Soft services refer to services required for the Yes
operation of the carpark but not related to the
building structure. Examples of potential soft

services are as follows:

Soft facilities
management

» General management services,
» Cleaning,
» Security

Collection of parking fees throughout the Yes

Operations . .
concession period
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5.D.2.5 Procurement Model

Based on international best practice, carpark projects are typically procured using Design, Build,
Finance, Maintain and Operate (DBFMO) model which delivers maximum VfM for the Government. This
model should be considered to assess if VIM can be achieved, as part of the feasibility phase.

Applying a similar model, MoPH will enter into a contract with a Private partner to:

Design and construct the carpark

Raise all necessary debt and equity funding to finance the construction of the carpark

Maintain and operate the carpark over the operating period assuming full demand risk

Hand back the carpark to MoPH / Rajavithi Hospital at the end of the concession period in a
pre-defined condition

vvyvyy

The advantages of this model include:

Design and construction risk is fully transferred to the private sector

Private sector assumed full demand risk

The construction of the carpark without any financial support from the government

Maximum incentive for the incorporation of private sector’'s innovation, whole life design
approach and operational solutions

vVvyyvyy

The appropriate PPP modality and procurement model will need to be confirmed during the pilot
project phase by taking into consideration, market capability, detailed risk assessment and allocation as
well as potential for the value for money.

5.D.3 Financial Assessment of the PPP project
5.D.3.1 Methodology

A high level financial model was prepared in order to develop the preliminary Financial Projections for
the Project. The formulation of the Financial Forecast is drawing on the following key parameters:

Key Assumptions

PPP Project Value (Public and Private sector investment)
Financing

Payment Mechanism Structure

Conclusion on Financial Assessment

vVvyVvyyvyy

The approach and detailed key assumptions used for each aspect are described in detail in the following
sub-sections.

5.D.3.2 Key Assumptions

Table below summarises the key general assumptions used in the Financial Projections:

Description Assumption Remarks

Concession start year Year 1 Beginning of construction period

Concession end year Year 22 Including construction period
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Description Assumption Remarks
Construction period 2 years Based on industry norm
Operating period 20 years Based on industry norm
Land area TBD To be determined
Size of the carpark 4,000 lots Ba;eq on mput's from representatives from
Rajavithi Hospital
Commercial opportunities Commercial revenue potential is estimated for
) Yes the car park only, but may include other
- Retail spaces opportunities, for example, retail space.

General assumptions:

Description Assumption Remarks
Inflation rate 2.5% Based on last 10 years inflation in Thailand
10% Used to discount all project cash flows. Could
Discount rate be adjusted to reflect weighted average cost of
capital
Depreciation
- Building and structures 20 years Based on industry norms
- Equipment and fittings 5 years Based on industry norms
Corporate tax rate 20% Based on prevalent law

Financing assumptions
Table below summarises the financing and senior debt assumptions used for the Financial Projections
for the Project:

Description Assumptions /Remarks

Includes initial capital expenditure, any financing

1. Funding requirement .

cost requirements and
2. Target gearing 50% Debt : 50% Equity
3. Debt tenor 22 years
4. Repayment period 20 years
5. Repayment profile Annuity
6. Interest rate %

5.D.3.3 PPP Project Value

SEPO has defined the Project Value calculation as total public and private investment / assets, both
tangible and intangible, which create an optimal-level of utilization capacity during the whole life of the
project. The Project Value includes initial investment / capital expenditure (CAPEX), on-going CAPEX
and operating expenses (OPEX). The PPP Project Value calculation will then determine the
procurement approach of the project whether to apply existing Procurement Regulations with mutatis
mutandis principle or to obtain approval from the Cabinet (above THB 5 billion).

5.D.3.3.1 Public Sector Investment
Land and other government investment / asset transfer represent the public sector investment for the
PPP Project Value calculation. For the purpose of land value calculation for this simulation study, we
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have assumed Baht 100,000 per sgm (land market value in Bangkok ) over a land area which is yet to
be determined. The definition and cost computation of these items will need to be defined in a more
precise manner and to be confirmed during the feasibility study.

5.D.3.3.2 Private Sector Investment
¢) Initial Capital Expenditure

Initial CAPEX refers to the construction costs of the carpark structures with potential additional
infrastructure for commercial spaces the private sector.

Space Planning
» Parking structures space planning

Marshall & Swift Valuation Service's space planning guide compared the grade of parking
facilities by gross area per parking space. The assumptions used to determine the size of the
carpark for this Project are as follows:

Descriptions Assumptions

No. of parking space required 4,000
Facilities Grade: Gross area per space33
Low 310
Average 350 _ 350
Good 390
High 440
Total parking area (sqft) 1,400,000

Construction cost - Parking structures:

The average carpark construction costs by cost groups are summarised below:

Cost per sqft34 (USD)
(o]} Low t Aver

Assumptions

Average -

- B

The average costs shown above include architects’ fees and contractors’ overhead and profit, sales
taxes, permit fees and insurance during construction. Financing costs, real estate taxes or brokers’
commissions are not included. We have assumed the construction cost for the parking structures to be
under category Average - Class A (USD52.88 per sqft).

2
Source: www.land.co.th and www.treasury.go.th

3
Source: Marshall & Swift Valuation Service

4
Source: Marshall & Swift Valuation Service


http://www.land.co.th/
http://www.treasury.go.th/
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Converting to Thai cost base using construction cost: As the unit rate is being benchmarked with cost

data from the United States, we have assumed a local cost multiplier of 0.3 times35 to reflect and to
adjust to local cost conditions. As a result, a unit construction cost is assumed at USD15.86 per sqft.

The building specifications and construction cost will need to be further developed and confirmed in the
feasibility study stage.

5.D.3.3.3 Repair & maintenance and Operating Expenses
Repair & maintenance (R&M) represents the potential expenditure required during the concession
operating period to retain the infrastructure fit for purpose. R&M expenditure is assumed as follows:

Description Assumptions /Remarks

1. Building maintenance - carpark 10% of construction cost per annum

5.D.3.3.4 Summary of PPP Project Value
Table below represents the PPP Project Value estimate in NPV terms and in current price:
Public sector's contribution
1. Land cost 100 100
Private sector's contribution
3. Initial capital expenditure

3a. Construction cost - Parking structures 705 821

4. Repair & maintenance and operating expenses:
4a. Building maintenance - carpark 708 2,171
TOTAL PPP PROJECT VALUE 1,513 3,092

5.D.3.4 Financing

The funding requirement from the private sector for the Project is estimated as the initial capital
expenditure of THB 893 mil (NPV of THB 767 mil) over the construction period.

The proposed gearing for the funding structure for the Project is expected to be at 50% debt and 50%
equity based on conservative industry norms and consistent with preliminary discussions with local
banks.

5.D.3.5 Payment mechanism

For this Project, the payment mechanism can be fully or partially based on commercial revenue
generated from operations of the car park or other commercial real estate bundled with the car park.
The Public sector will make no payments to the Private sector / concessionaire for making the carpark
available for use, regardless of the utilization of the asset.

35

Source: Arcadis International Construction Report (International cost comparison: Indexation based on UK =
100, Thailand = 34, US = 90, Thailand : US = 0.4 times) and International Construction Intelligence (Thailand: US =
0.7 times)
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5.D.3.5.1 Commercial Revenue Potential

The primary form of revenues to the private sector will be the commercial revenue and collection of car
parking fees from the users. Also, it is possible that other commercial revenues from third parties users
may be generated such as collection of monthly rental fees for retail spaces.

The following high level assumptions have been used to analyse the potential revenue required in order
to cover the cost of operating the carpark (for the project to break-even):

Description Assumption | Remarks
Number of parking lots 4,000 Based on Rajavithi Hospital input
Occupancy rate 80%

365 Based on preliminary discussion with

Days of operation per annum workshop attendees

Baht 14.00 This base rate is lower than the rates
Average hourly parking rate per car charged by alternative carparks
surrounding the hospital

Average other commercial revenue Baht 2.50
per car
Inflation rate 2.5%

The Project results are summarised in the table below:

Description NPV (Baht, mil)
Revenue (carpark + others) 1,470
Operating expenses (708)
EBITDA 762
CAPEX (705)
Project NPV (before tax) 762
Project NPV (after tax) 660
Dividends paid 193
Project IRR, after tax 9%

Equity IRR 10%
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5.D.3.6 Financial Assessment Summary

5.D.3.6.1 Sources and Uses

Figures in Baht ‘mil

Sources

Commercial revenue (carpark) 1,470 4,506 - 176 181 185 190 195 200 205 210 215
Debt 383 447 172 275 - - - - -
Equity 383 447 172 275 - - - - -
Government upfront payment - - R - - - - -
Total Sources 2,237 5,400 344 550 176 181 185 190 195 200 205 210 215
Uses

Operating expenses 708 2,171 - 85 87 89 92 94 96 99 101 104
Tax paid 102 342 - 9 10 11 11 12 13 14 15 16
Capital expenditure 705 821 324 497 - - - - -
Interest during construction 37 43 12 31 - - - - -
Repayment of debt 157 447 - 22 22 22 22 22 22 22 22 22
Interest during operation 137 297 - 30 28 27 25 23 22 20 19 17
Dividend payment 390 1,279 8 21 30 33 37 40 43 46 50 53 56
Total Uses 2,237 5,400 344 550 176 181 185 190 195 200 205 210 215
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Figures in Baht ‘mil NPV

Sources

Commercial revenue 1,470 4,506 220 226 231 237 243 249 255 262 268 275 282
Debt 383 447 - - - - - - -
Equity 383 447 - - - - - - -
Government upfront payment : - - - - - - - -
Total Sources 2,237 5,400 220 226 231 237 243 249 255 262 268 275 282
Uses

Operating expenses 708 2,171 106 109 111 114 117 120 123 126 129 133 136
Tax paid 102 342 16 17 18 19 20 21 22 23 24 25 26
Capital expenditure 705 821 - - - - - - -
Interest during construction 37 43 - - - - - - -
Repayment of debt 157 447 22 22 22 22 22 22 22 22 22 22 22
Interest during operation 137 297 16 14 13 11 9 8 6 5 3 2 (0)
Dividend payment 390 1,279 60 63 67 71 74 78 82 86 90 94 98
Total Uses 2,237 5400 220 226 231 237 243 249 255 262 268 275 282
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5.D.4 Summary of the Rajavithi Hospital Carpark Project

One of the major concerns faced by Rajavithi Hospital today is significant shortage of car parking space
in close proximity to the hospital. Today, there are about 1,500 parking spaces available within the
hospital area. Based on preliminary high level demand assessment performed by the hospital
management, it is estimated that Rajavithi Hospital has a major shortage of car parking spaces and the
development of a new car parking facility is urgently required to increase total car park capacity to
4,000 cars to improve access for patients and staff of the hospital.

Development of a car park facility at the Rajavithi Hospital represents a good potential candidate as a
potential PPP project.

For the Rajavithi Carpark Project, the payment mechanism can be fully or partially based on
commercial revenue generated from operations of the car park or other commercial real estate
bundled with the car park. Based on preliminary assessment, there is the potential that the government
will not have to make any payment to the Private sector / concessionaire for making the carpark
available for use, regardless of the utilization of the asset.

Project specific issues which require further development at the next stage include:

» Developing a self-sustainable commercial business case / Demand risk assessment

The Project’s potential to generate its own revenues through paying patients will be critical to
attract private sector investors. The revenue generation potential can be assessed by
undertaking a study of users’ willingness to pay for the usage of the carpark. At the moment, in
order to make the carpark commercially viable, average parking fee per hour is estimated at
Bhat 17.5. This is comparable with current parking fee levels in the area. The private partner
may also be able to generate commercial revenue from other services eg retail in addition to
revenues generated from operations of the car park or other commercial real estate bundled
with the car park. As such, if the project is able to generate sufficient revenues from car park
and other ancillary operations, then for such a Project private sector will not require any
payment from Government to develop the Project.

5.D.5 Successful Car Park PPP in Thailand

During our PPP workshop session on 315t November 2015, a representative from the Chiangrai
Prachanukroh Hospital has informed us that Chiangrai Prachanukroh hospital has already
received all the required government approvals for entering into contract with a private
investor for establishing a car park facility. A brief summary of the project is provided below:

Item ' Description |
Hospital needs Provision of 1,000 car parking spaces
Project scope e Public:

- Provided land plot of 5 rai within Chiangrai Hospital (downtown

Private and Confidential 105
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Item

' Description |
area)
- Design the car park building to avoid EIA approval process

e Private:
- Construct and invest on the building (approximately Baht 300
million)
- Agreement to operate and maintain the carpark up to 30 years
- Manage commercial and retail space adjusted to the car park

Business model

e Pubic:
Receives rental income from the private partner (MoF Treasury
Department: 70% of rent; Hospital's Welfare Committee: 30% of
rent)

e Private:
Receives commercial revenue from the project (including parking
fees and revenue generated from commercial and retail space) in
returns of invested construction costs and rental expense

Fee structure

e Free-parking for the hospital staff
e Special rates for hospital's patients/ visitors with hospital's stamp
e Market rates for other categories

Project status

e Received all government's approvals required

e Inthe process of completing design before tendering the project

e Received responses from 5 private parties who expressed their
interests

Reqgulations

The Prime Minister's Office Regulations re: Internal welfare regarding
private investment on public land use for commercial purpose (2004)

Private and Confidential
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E.

Taking the Projects Forward

The Projects require the following structuring considerations in the next phase:

>

Project scope and size

Project size and scope of medical and support services will need to be finalized based on
detailed information and inputs provided by technical and healthcare experts and with
considerations given to the current and future demand for specific services. Project scope and
objectives will need to be adjusted to ensure proper medical services facility is procured. This
exercise will need to be completed during the feasibility phase.

Scope of PPP services

Based on many international precedents where PPPs have been successfully implemented, the
PPP scope of services includes the design, construction and provision of both soft and hard
facility management services. The eventual scope for a PPP healthcare project in Thailand will
likely be a function of market capacity to competitively deliver services and this will be further
tested as part of the pilot project. The long term nature of the PPP contract arrangement and
the focus on service quality will motivate the private provider to ensure greater innovation and
long term approach to cost and quality management which would generate a VfM solution for
the Government.

Risk sharing

Risk sharing needs to be transparent and well defined in the PPP contract arrangement. As
such the private sector is responsible only for those risks that it can manage best (e.q.
construction, project budget, timing). Standard international risk sharing practices should be
implemented. Given clear project scope, risk sharing will be easy to structure.

Bankability and commercial structure

Payment for services will be linked to the performances of the private partner. As such private
sector investors and funders will undertake analysis of the payment mechanism and will assess
the private sector’s ability to deliver the services such that the payment risk is minimized.

Commercial revenue potential

For projects with considerable commercial revenue potential it could be possible to attract
private investor willing to take full demand risk and commit funding to the project. Such
projects could be much simpler to structure given that no government would be required.
Commercial revenue potential has to be considered in all types of PPP projects as it will to
reduce government funding.

Readiness of hospital management / public sector to pay for the PPP project

The value for money of the PPP project is not yet fully understood by the hospital
management. It is proposed further capacity building workshops are conducted during the pilot
project phase to share the knowledge of benefits of PPP as well as to test and obtain feedback
from the hospital management team.
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There are several other related risks relating to the Project which will be explore during the pilot
project phase such as issues relating to the government procurement rules & policies, including MoPH
capacity to develop PPP projects and the current market capacity / readiness of Thai private sectors to
participate in PPP projects.

F. Key Areas of Focus for the Next Phase

The following tasks will need to be completed during the next phase to advance projects forward:

» Finalise projects scope and validate detailed costing estimates when further details on the
design specification is available;

» Confirm that project scope is in line with MoPH strategic objectives;

» Undertake a market awareness exercise to understand how project scope is aligned with
market's requirements, capacity, concerns, specific funding and guaranties requirements, etc.;

» Determine project VfM based on key VfM criteria developed by SEPO for a social sector PPP;

» Consider bundling of several similar facilities (mid-size general hospitals) to ensure project size
is attractive to investors;

» Work with SEPO / MoF / Budget of the Bureau on evaluation criteria to ensure funding
allocation for PPP hospitals;

» Explore possibility to request private partner to provide a solution to the shortages of medical
personnel particularly nursing staff under a PPP project.
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6. Procurement Strategy Guidelines and Recommendations

This section outlines main principles and considerations for the procurement process proposed for the
projects analysed in Sections 4.2 and 4.3. The initial analyses of the two simulation projects indicate
that Value for Money can be achieved under Design Build Finance Maintain (DBFM) procurement model
compared to conventional procurement. The provision of soft services can be further explored as part
of the pilot project phase to assess if Value for Money can achieved.

Once the feasibility study for each project is approved, project procurement phase can start. Outlined
below are the main steps required for each project to reach financial close.

6.A.1 Procurement principles

An open and competitive procurement procedure typically begins with Government's description of its
requirements and an invitation to suppliers to indicate their interest in the contract and their
professional capacity to fulfil it. Government then identifies potential suppliers and invites them to
submit bids. After the bidding phase, a public declaration of the competitors’ names and often their bid
prices are announced and, ultimately, the successful bidder is determined.

There is a wide variety of procurement procedures available for use in tendering when it comes to PPP
arrangements. Many of these procedures have become prescriptive in nature. Most commonly, PPP
contracts are awarded as the result of some form of competitive bidding procedure.

As part of achieving an optimal outcome from a competitive bidding process it is important that the
tender documents provide clear information about roles of the private and public sector. We propose
that a competitive bidding for each project will consists of:

» Public notification of Government's intention to seek a private partner for the provision of defined
infrastructure services. This includes requirement of prequalification and sometimes a request for
expressions of interest from private companies;

Request for Expression of Interest phase conducted as part of the feasibility study;
distribution of bidding documents to potential bidders;

Formal process for screening potential bidders and finalising a short list of qualified bidders; and

vV v vy

Formal public process for presenting proposals, evaluating them, and selecting a winner.

Different procedures for procurement include invitation to tender; and request for proposals (one- and
two-stage processes). We propose to conduct 2 phase tender process with Request for Expression of
Interest Phase taking place as part of the Feasibility Study before RFQ and RFP phases.

6.A.2 Invitation to tender option

Generally, an invitation to tender is issued when Government knows exactly what it wants and how it
wants to achieve its goals. This is the case what a standard and simple scope is tendered. Most often,
the lowest bidder is awarded the contract. Although this approach requires little time and significantly
reduces the cost involved in developing a PPP, it may limit Government’s opportunities to view other,
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more efficient and/or more cost-effective options for delivery of the service. We also view that given
uncertainty in market capacity to deliver services, this option may not generate the optimal value for
money.

6.A.3 Request for Expressions of Interest (RFEI)

The RFEI is intended to provide Government with sufficient information to draft a clear Request For
Proposal in cases when project objectives have been identified, but the project or service to be
delivered have not been fully defined. The use of an RFEI should be considered for the projects
reviewed in this study as it reduces the procurement time and expense in evaluating a larger number of
proposals and it simplifies negotiations with the bidders improves the quality of proposals. In this
sense, the RFEIl is used to gain information to help in drafting the RFP.

We anticipate that RFEI would require 1 to 3 months to be completed.

6.A.4 Request for Qualifications (RFQ) or Pre-qualification

A RFQ is used in situations where Government have defined project, but need to confirm if there are
any private sector partners with the resources, experience or interest to undertake the project. It is a
critical step within a contract awarding procedure in which the party inviting the tenders selects the
companies to participate in competitive bidding for the contract. Potential participants interested in the
project are requested to submit information about their companies.

The RFQ document is more specific than the RFEI document. In traditional government procurement it
consists of the verification of certain formal requirements, such as adequate proof of technical
capability or prior experience in the type of PPP, so that all bidders who meet the pre-selection criteria
are admitted automatically to the tendering phase. Bidders should be required to demonstrate that
they possess the professional and technical qualifications, financial and human resources, equipment
and other physical facilities, managerial capacity, reliability and experience necessary to carry out the
project.

The RFQ process is used as a "shortlisting" method to pre-qualify selected potential partners who will
then receive the RFP. It is not designed to gain answers as to how the project will be completed.

Qualification requirements should cover all phases of an infrastructure project, including financing,
management, engineering, construction, operation and maintenance, where appropriate.

Based on the pre-qualification results, a shortlist is drawn up of the companies eligible to compete. The
bidders answer the RFQ with Expressions of Interest.

Often local small businesses or community-based organisations are best suited to resolve a particular
service delivery problem. In such cases, it is important not to leave them out of the bidding process.
One of the means through which this can be achieved is to simplify the tender documents. Obviously,
pre-qualification, drafted without taking these potential bidders into account, could serve as an
obstacle to the effective and innovative solutions to the existing problems.
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6.A.5 Request for proposals (RFP)

A request for proposals phase is initiated when Government knows what it wants to achieve, but would
like prospective partners to use their experience, technical capabilities and creativity to identify how
the project objectives can best be met.

One of the main differences between an RFP and an invitation to tender is that in an RFP Government is
looking for value for money (operating efficiency, cost-saving measures, innovations, etc), rather than
the lowest bid. The request for proposals can be issued through either:

» aone-stage; or

» atwo-stage process.

The decision between having a single or a two-stage procedure for requesting proposals will depend on
the nature of the contract, on how precisely the technical requirements can be defined and whether
output results (or performance indicators) are used for selection of the contractor or concessionaire. If
it is deemed both feasible and desirable for the contracting authority to formulate performance
indicators or project specifications to the degree of precision or finality necessary, the selection may
be structured as a single-stage process. In that case, after having concluded the pre-selection of
bidders, the contracting authority would proceed directly to issuing a final request for proposals.

6.A.6 One-stage procurement process
A one-stage RFP may be appropriate in the following circumstances:
Parties are known to Government to have the capability to be successful partners;

Only a limited number of suppliers have the resources and capabilities to be a successful partner;

The project must be implemented under a tight timeframe; and/or

vV vy vy

Government is not able to spend a large amount of funds on the process.

6.A.7 Two-stage procurement process

Government should consider using the two-step process in the following situations:

» The project is large and complex or of a special nature;
» The required proposal will be time-consuming and expensive for the proponent to prepare;

» Qualified firms would not take the time and expense of preparing a response to an RFP if there
were too many other firms submitting;

» There is an advantage to initially inviting a large number of firms and then narrowing the field to
those most qualified; and/or

» The RFP process will involve distribution of information that is sensitive or even confidential.

The two-stage RFP process involves an initial stage that screens potential partners. Generally, this first
stage involves the issuance of a Request for Qualifications (RFQ). This screening allows the project
team and the evaluation committee a chance to consider a wide range of proponents initially and then
to narrow the field to those most qualified.
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The main objective of the competitive bidding is to provide a wide range of choice in selecting the best
bid from competing suppliers/contractors and to give to all prospective bidders adequate, fair and
equal opportunity to bid.

Given limited information available today about market potential to deliver services and to offer
competitive bidding process, we propose to incorporate Request for Expression of Interest as part of
the Feasibility Study so project scope can be properly tailored. This would significantly shorten a
procurement timeline given that bidders’ views will be taken into consideration in the project scope and
structure.

We also propose to procure both projects using the two-stage RFP given potential complexity of the
projects the fact that these would be first social infrastructure PPPs in Thailand. This process will allow
evaluation committee to consider a wide range of proponents initially and then to narrow the field to
those most qualified.

6.A.8 Procurement Timeline

Presented below is a timeline for the project development and procurement.

i Kick - off i Project Project
{ Pre-feasibility : Approval Award |
Study i Approval from Project awarded i
H i relevant boards, to private i
i committes and partner and i
i agencies Notice of Award i
: Issued ;
a
Jan  Feb | Mar Apr May Jun Jul Aug Sep Oct Dec | Oct
\ J
Y Y

Feasibility Study

Request for
Expression of
Interest and
finalisation of project
structure

4 - 6 months
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Tender Phase

Preparation of bidding documents,
invitation to prequalify to bid,
Notice of Prequalified bidders,

release of Request for Proposal,

Bid submission and bid opening and

evaluation

6 - 8 months

Construction

Approx. 1 - 2 years

Operations

Start of operations to end
of concesskion period

[ )
End
Nov of Concession
Period
..... .
i Commercial
: and Financial

i Close

i Negotiations
i and contract
i signing
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7. Key Project Issues and Recommendations

A. Overview of the main issues

7.A.1Issues related to government procurement rules & policies and MOPH
capacity to develop PPP projects

Affordability / Limited Budget: A PPP project typically requires more government funding and budget
allocation compared to standard government procurement where many things / risks are paid for post-
factum and given that in order to achieve Value for Money, private partner has to be paid for all risks
transferred from the government. Any PPP project will cost more from the committed budget point of
view, particularly in nominal terms, as availability payment is spread over several years and total
nominal funding amount is higher given time value of money as well as added financing costs.

PPP Evaluation Methodology: The methodology to evaluate benefits of a PPP project is still being
developed by SEPO. "“PPP friendly" rules will need to be introduced into budgeting process, so risk
transfer potential can be valued as part of the Value for Money assessment.

Robust Requlatory Framework: A clear legal and regulatory framework is crucial to achieving a
sustainable solution. Certain areas (land transfer policy and solution) still need to be developed by
SEPO.

MOPH PPP-TSU Project Development and Contract Management Capacity: Given that MOPH will be
the implementing government agency, it will need to continue to build Ministry's capacity to develop
and manage PPP Projects given that SEPO may be able to provide only general project development /
procurement support. Additional resources will need to be allocated.

7.A.2 Market capacity to provide services and readiness of the private sector
to participate in PPP projects

Market Capacity to Deliver Services. We expect that core infrastructure services will be relatively easy
to procure during construction phase. More research during feasibility phase will be required to analyze
market capacity / readiness to enter into a long term service provision agreement for wider range of
services.

Competitive market may not exist for some services at the moment (specialized hospital catering or
cleaning) as existing private and government services use “in-house" solutions, but is expected to come
to life over time once demand for such services is initiated in first PPP projects.

Market capacity / willingness to investment equity into a PPP project will need to be tested during
project feasibility. Given open and fair procurement process, simplified project scope and transparent
payment mechanism, equity investments are expected from project participants (construction
companies, investment funds). Institutional investors may not be willing to invest into pilot projects as
they would require more cash flow certainty.
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Lenders capacity / willingness to fund PPP projects. Large Thai banks have already participated in
long term project finance deals in Thailand. Given presence of a strong equity investor and properly
structured government contract, local lenders indicated their willingness to provide funding. Some

government guaranties and/ or IFl support may be required (will be tested during the feasibility phase)

Private sector’s limited understanding of risk sharing principles in PPP projects. Based on
discussions and interviews conducted with various private sector representatives we note that complex
risk sharing structure typical for any PPP project is something new for majority of private companies
and investors. For example, construction companies expressed concerns with taking on or sharing any
risks that they cannot manage directly. This would include most risk at the design phase and post
construction phase. It will require additional analysis to determine the best risk sharing option suitable
for various Thai private service providers and private investors.

B. Recommendations

Most of the issues listed above are interrelated and cannot be solved individually. Proposed below are
some general recommendations that could be used to move our pilot PPP projects forward:

1.

MOPH will need to evaluate individual projects against policy priorities. Investment decisions will
have to be made independently of decisions on procurement alternatives. To ensure that all options
are adequately considered, the decision to build and the decision to finance should be evaluated
separately. The costs and benefits of all feasible procurement alternatives should be evaluated
during prefeasibility phase.

Project size of THB2-5 billion is recommended to generate sufficient market interest.

Expression of Interest project phase is strongly recommended as part of the pre-feasibility study.
This will allow to tailor project scope to current market capacity in terms of scope of services. This
would also allow to adjust payment mechanism to ensure that private partner requirements are
met and to provide sufficient amount of government guarantee.

Before the final decision is made to enter into a PPP arrangement, a comprehensive market
assessment (requirements, capacity, concerns, guaranties required, etc) should be carried out
during the feasibility phase.

Simplified project scope is recommended with the focus on core infrastructure provision and
maintenance services.

Consideration should be given to expanding the capacity of the MOPH PPP Unit and involvement of
SEPO to evaluate all potential PPP projects using robust and transparent project assessment
methodology. Value-for-money assessment should have relevant and clear criteria, and should be
conducted at the earliest stage of the procurement process (pre-feasibility). Comparing costs under
the traditional approach and the AFP approach should be an objective process to reduce the risk of
any bias in comparison.

Continuing collaboration with ADB is critical to provide additional support to the pilot project
development when required.
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8. MoPH PPP-TSU Development Plan

Successful PPP projects require personnel that have the ability to identify and develop PPPs, evaluate
alternative financing options, perform an assessment of risks and determine optimal risk sharing, as
well as the ability to advise on policy and, draft and negotiate legal contracts. However, these skills
generally lack in the public sector and, therefore, a dedicated PPP Unit is set up. A PPP Unit is defined
as an organization established, with either full or partial support from the government, to ensure that
the public sector has the necessary capacity to identify and develop multiple PPP projects, through
legal, commercial and technical support.

As presented in the Midterm Report, the MoPH has established a PPP Transaction Support Unit (PPP-
TSU) to centrally coordinate the analysis and procurement of healthcare infrastructure projects in
Thailand. Sections of the Midterm Report will reappear in this chapter to establish the context for the
benefit of the reader. This chapter will further detail specific sections of the Midterm Report to form a
comprehensive view of the proposed organization structure of the PPP Unit to allow MoPH to function
as a lean and effective organization capable of undertaking project development, execution,
maintenance and operations for health infrastructure projects in Thailand.

A key objective of this Project is to simultaneously build the capacity of this PPP-TSU, whilst
establishing the organization structure of the TSU.

A. MoPH PPP Unit Objectives

The functions of various PPP units around the world significantly vary from one country to another,
reflecting its purpose of addressing gaps or weaknesses in the individual PPP institutional frameworks,
which contrast due to differing legal frameworks, project pipelines, markets and policies. The
requirement to creating a dedicated PPP Unit within the MoPH should drive the functions of it,
therefore, prior to reforming the TSU, a thorough analysis of the institutional framework and policy
drivers for applying the PPP model to health infrastructure projects is vital.

By developing and rolling out a pipeline of PPP projects, assistance to the Unit is provided to achieve
the TSU's primary and secondary mandates.

The primary mandate is to:

Screen projects in the health sector to identify potential PPP projects and act as Transaction Manager
for identified (pilot) PPP projects on behalf of the Project Owner Agency, in coordination with relevant
central agencies.

The secondary mandate is to:
Inform further development of the policy framework and models for PPPs in the health sector based on

experience from the implementation of (pilot) PPP projects, and develop and retain capacity and
experience within MoPH and relevant service providers related to PPP projects in the health sector.
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The split of mandates is to ensure that the PPP-TSU maintains its focus on the use of resources to move
projects forward in a concrete way, and focuses on policy only to the extent that any policy changes are
required to support concrete project implementation.

Numerous activities have been completed to ensure the development of the organization structure of
the TSU.

Table 1 - TSU development activities

Activities Outcome Reference Section
1. Identification of the Through this report, MoPH's dependencies on Section D
dependencies of MoPH on | various government agencies (PPP Committee,
other government SEPO, MOF, NESDB, Bureau of the Budget) to
agencies for PPP implement PPP were established.
procurement
2. Review the skill levels of Discussions initiated with the MoPH PPP Unit to | Section D
existing staff with assess their understanding of their
reference to proposed responsibilities across project life cycle
health PPP projects including structuring, implementation and
contract management.
This information is utilized to map the roles and
responsibilities of the existing, and future, staff
with prospective functions
3. Establish the process for Based on review of the above step 2, the Section C
coo'rdination for various functions of the PPP unit are expected to mirror
projects the project lifecycle. Our assessment ensures
the functions have been set in a way which
allows for effective coordination amongst all
functions.
4. Review procedural The review is to assist in identifying the Section D
hindrances - approvals and | ., eqyral hindrances which can impede the
consultation process future implementation of projects. The revised
across <.:Iep.art.ments in PPP organization structure has addressed such
TSU unit within MoPH impediments to ensure a fully functional PPP
TSU unit.
5. Develop reporting Based on the understanding developed through | Section D

structures for the
proposed MoPH unit

the review of the existing organization structure
and procedural hindrances, workshops /
working sessions were organized to establish
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Activities

Outcome

roles and responsibilities for various levels.

B. Location of PPP Unit within MoPH

Figure 5 - Location of TSU in MoPH

Professional Councils

Ministry of Public Health

Office of the Minister —

National Health Board
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Permanent Secretary

L Office of the Permanent

Secretary

PPP Unit

Provincial
Administrations

TSU is a separately based unit, located within the Office of the Permanent Secretary, reporting directly
to the Permanent Secretary of MoPH. The Permanent Secretary is the authoritative party accountable
to Parliament / Cabinet for the daily activities of the MoPH. This provides a direct link to expenditure
and capital investment decision-making authorities, ensuring that the budgetary considerations and
contingent liabilities are appropriately evaluated for healthcare PPP projects.

Cluster of Medical Cluster of Public Health
Services Development Development
Department of Medical | Department of Disease
Services Control

Thai Traditional and

— — Department of Health

Alternative Medicine

Department of Mental
Health

C. Roles and Responsibilities

Whilst some PPP Units solely play an advisory role to the Government, others play a bigger role in
implementation and approval of PPP projects. The different functions of a PPP Unit can be broadly

categorized into:

Policy guidance

vVvyyy
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Although SEPO largely acts as the national PPP policy unit, it is imperative for the MoPH PPP Unit to
ensure there is an alignment between Ministry and Governmental policies and procedures.

As previously stated, SEPO is responsible for drafting guidelines to encourage PPPs, recommending
selection methods to the PPP Committee, studying and analyzing projects, preparing a draft PPP
Strategic Plan, and related matters, all at the approval of the PPP Committee. It is, therefore, vital for
SEPO, the PPP Committee and the MoPH PPP Unit to collaborate and communicate on policies and
procedures.

8.C.1 Policy Guidance

Developing PPP policy by means of a PPP manual is an important component of the PPP delivery
system and a PPP Unit can play a crucial role in this activity. The PPP manual, which is the ultimate
responsibility of SEPO / PPP Committee, may be complimented with a Healthcare PPP Manual to further
benefit healthcare PPPs by having a comprehensive and consistent PPP policy entailing clear guidelines
regarding when the PPP model should be considered and how it should be implemented specifically for
clinics, hospitals, etc.

Given that PPP policy can be technically demanding, a core body of expertise focused on PPP issues can
advise on the content of legislation, long-term fiscal implications of a PPP policy specifically impacting
the healthcare sector, and developing approaches to risk allocation, as well as procedures for conflict
resolution/termination.

8.C.2 Project development, procurement and management

The PPP Unit will be actively overseeing healthcare PPP projects during various stages of the PPP
lifecycle, from project inception to financial close.

Project identification and delivery typically involves providing support to the implementing agency.
During the pre-tender phase, the PPP Unit would naturally provide support to MoPH to identify
healthcare PPP projects taking into consideration the requirements for healthcare facilities in specific
locations, the location’s demographic profile, a suitable size of the facility, and the type of facility in
order to establish a suitable project pipeline. The PPP Unit supports the assessment of the feasibility
study, budgeting, Value for Money (VfM) assessment and project approval.

The PPP Unit provides technical support to the MoPH during identification, and once projects are
identified and approved, support is offered through evaluation, procurement and contract management.
The PPP Unit should encourage competition and ensure due diligence through facilitation of transparent
bidding processes (including drafting of the invitation to tender, Terms of Reference, bid evaluation,
negotiations, contractual agreements etc.).
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Additionally, the PPP Unit will aim to ensure funds are effectively disbursed and that quality control is
assured through contract management, benchmarking and continued VfM and operational savings are
delivered post-award.

8.C.3 Capacity building

The success of PPPs is dependent on the knowledge and skills of the persons involved amongst both the
public and private sectors. Globally, a number of PPP Units provide training or may outsource the
training whilst overseeing the content of training materials. The training shall be complimented by a
healthcare PPP manual, previously discussed in Section 8.C.1.

The PPP Unit shall ensure trainings are frequently given to various levels of staff including medical
doctors, MoPH representatives, operations and management staff.

8.C.4 Marketing and promotion

It is important to raise awareness of PPPs, especially in new markets like Thailand, to increase visibility
amongst international contractors and investors. Promoting projects in the most appropriate way and at
a suitable time in their development is crucial to ensuring the project’s integrity and credibility. The PPP
Unit can assist in screening projects to avoid a poorly developed pipeline of projects being publicized
which may deter potential bidders.

However, there is a vulnerability of a dedicated PPP unit encouraging the use of a PPP model in order to
provide a business case for its existence. Such a risk may be deterred by maximizing transparency,
issuing codes of conduct, and ensuring stakeholders are fully knowledgeable of PPPs. In addition, the
key performance indicators and remuneration incentives of the PPP Unit need to be aligned to address
such complications, in additional to the required alignment with objectives of the Government.

8.C.5 Specific Functions

Specific functions of the PPP Unit, with reference to its mandates, include:

Conduct project screening for potential PPP projects within the public health sector;

Request / invite PPP project applications from hospitals and other public sector agencies within the
public health sector;

Identify and develop potential PPP projects in public hospitals;

Initial PPP project selection and assessment;

Pre-feasibility and PPP project application;

Manage the procurement process (feasibility assessment, preparation of relevant bid
documentation, procurement, evaluation of bids and award of PPP contract);

Organization of resources for PPP project screening and pilot PPP transactions;

Standardize transaction materials to bring down transaction costs;

Coordination with relevant central agencies;

Identify any specific constraints encountered with regard to implementing PPP projects;

Support MoPH in its PPP strategic planning process;

Coordinate and provide input with PPP policy development;

Capacity building; and

>
>
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> Marketing and promotion.

D. Organisational Structure

A fundamental challenge for the public sector is the wide range of specialist skills required in the
selection of projects suitable for PPP procurement, their preparation for market, procurement and
subseguent implementation and contract management. These required skills include legal, technical,
financial / commercial and project management skills. However, the nature and need for specialist skills
may not always be obvious to the procuring authority itself, especially when the PPP process is new.
This can lead to underestimating the mix of specialist skills necessary and the extent to which such skills
are lacking in the public sector.

Specifically, contracting and procurement experts from the market can often be more efficient and
effective than establishing these skills in-house. Therefore, it has become more common for PPP units
around the world to rely extensively on the use of external consultants and advisors. It is, however,
crucial for these external consultants to be contracted on the appropriate terms, and their subsequent
management. This can present a challenge for less experienced procuring authorities, such as MoPH.

Figure 6 below, illustrates the proposed initial structure of the PPP Unit.
Figure 6 - Proposed structure of the TSU

Ministry of
Public Health
PPP Unit

PPP Unit
Coordinator

Administrative

Assistant
Financial and Marketing and
Legal Unit Proctlj:ﬁtment Medical Expert Commercial communication Project Manager
Expert Unit

Table 2 below, illustrates specific roles and qualifications for the PPP Unit.

Table 2 - roles and required qualifications of TSU Staff

Position Role within PPP Unit Qualifications
PPP Unit PPP Units are small but highly BA/BSc. degree majored in economics or
Coordinator visible work streams that interact other related majors. A Master degree is an
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Position

Role within PPP Unit

Qualifications

with officials at senior Government
and private sector levels. Therefore,
the experience and proficiency of
the head of the PPP Unit is crucial
to its effectiveness. The head of the
PPP Unit is typically in the public
eye, supporting ministers and
representing policy. The head of the
PPP Unit is required to lead and
motivating the team in a challenging
and fluid environment.

advantage.

At least 15 years' experience in managing
international projects

Experienced in working as Project Manager/
Team Leader.

Involved in at least 3 projects providing
technical assistance and capacity building,
with at least 2 in the healthcare sector.
Experienced in working with government
agencies, prestigious PPP institutions and
worked for PPP projects in charge of
management and finance.

Experienced in working for PPP projects in
countries similar to Thailand

Project The project manager will manage BA/BSc. degree majored in economics or
Manager project agreements from project other related majors.
inception until financial close, and At least 10 years' experience in managing
the first few years of the project international projects
delivery. This requirement is aimed Experienced in working as Project Manager/
to ensure relationships with the Team Leader.
client are durable and long-term. Involved in at least 3 projects providing
technical assistance and capacity building
Experienced in working with government
agencies, prestigious PPP institutions and
worked for PPP projects in charge of
management and finance.
Experienced in working for PPP projects in
countries similar to Thailand
Legal Unit The Legal Unit will focus on the LLB degree in Law
legal, technical and financial aspects At least 10 years' experience in legal and
of project agreements. This requlatory-related and capacity-building
includes, but not limited to, experience.
reviewing project feasibility studies, At least 10 years' experience reviewing,
preparing the necessary documents analyzing and developing project
for Cabinet approval as well as documentation.
drafting contract agreements Participated in at least 1 institutional
between all parties involved. The development project in the heathcare
legal unit will provide support from sector.
project inception until financial Involved in implementing PPP projects in
close, and the first few years after countries similar to Viet Nam.
delivery. Knowledge of international procedures and
practices on PPP project management and
implementation.
Working experiences and knowledge PPP
policy and procedures of Vietnam are an
advantage.
Procurement | The Procurement Unit will focus on BA/BSc. degree majored in public finance,
Unit the procurement of contractors or a related field.

during prefeasibility, feasibility and,

At least 10 years' experience in

Private and Confidential

121




TA8575 - Piloting Public-Private Partnerships in Social Sectors

Position

Role within PPP Unit

Qualifications

delivery of the project. This
includes, but not limited to, drafting
invitations to bidders, Terms of
Reference, assisting in market
soundings and responding to
bidder's questions, evaluation of
bids including VfM analysis, risk
assessment and allocation.

international project management,
including PPP projects.

Knowledge of Thailand procurement law
and requlations.

Proven experiences in preparing
documents, bidding forms and procedures
and implementing bidding activities in
Thailand.

Proven experiences in PPP contract
negotiations.

Proficiency in international contract
management including PPP contracts.
Experience in Thailand, with experience in
the rest of South East Asia as an advantage.

Medical
Expert

The Medical Expert works
throughout the projects on the
medical and technical aspects of the
projects, including operational
design and quality assurance of
equipment, etc. This includes, but
not limited to, reviewing project
feasibility studies, selection and
evaluation of bidders, and providing
support during the first few years of
project operation.

Bachelor of Medicine, Bachelor of Surgery
At least 10 years' experience in the medical
field, preferably with exposure to hospital
management

Knowledge of Thailand health and safety
standards and requlations.

Financial and

The Financial and commercial

BA/BSc. degree in finance/accounting or

Commercial Expert works on the commercial, related fields

Expert economic and financial aspects of At least 15 years' experience in project
the project. financing management.
The Expert will provide support from Involved in implementing PPP transactions
project inception until financial and skilled in designing and developing PPP
close, and the first few years after financial models
delivery. Specific experience includes: budgeting
The role includes, amongst other healthcare infrastructure projects, selecting
things, reviewing commercial and financial models for various types of PPP
financial aspects of project transactions, financial analysis,
feasibility studies and playing a key familiarization with the borrowing
supporting role to the Procurement procedures of international institutions.
Unit in the commercial and financial
aspects of their activities.

Marketing The Market and Communications BA/BSc. degree in marketing / digital

and Unit will be responsible for marketing or related fields

Communicati | marketing the PPP projects through At least 5 years' experience in marketing

ons Unit press releases, updating the intranet and digital marketing

and ministry website and
distribution of newsletters.

The Expert will provide support from
project inception until financial
close, and the first few years after

Further requirements are to be decided by
the TSU once the PPP Unit is more
established and defined.
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Position Role within PPP Unit Qualifications

delivery.

The role includes, amongst other
things, reviewing commercial and
financial aspects of project
feasibility studies and playing a key
supporting role to the Procurement
Unit in the commercial and financial
aspects of their activities.

The above will provide support to healthcare PPP projects and may rely on the use of external
consultants for additional services, when required. Table 3 illustrates the number of core members of
each sub-unit within the PPP Unit, in both the short term (1 - 5 years) and the longer term (over 5
years). Additionally, Table 3 states the potential to outsource, or hire external consultants to assist the
TSU, specifically in the short term, until the TSU is more established and fully possesses the skills
required.

Table 3 - TSU staff requirements

Number of Persons

Position Internal Staff / External Consultants
Short Term Long Term

PPP Unit 1 1 The Project manager is required to be a MoPH internal
Coordinator resource.
The head of the Project Management Team is required to
. lor be a MoPH internal resource; however, the rest of the unit
Project Manager 2-3 . .
outsourced may be an external consultants hired specifically for

certain projects.

The head of the Legal Unit is required to be a MoPH

Legal Unit Outsourced 2-3 internal resource; however, the rest of the unit may be an
external consultants hired specifically for certain projects.
The head of the Procurement Unit is required to be a

Procurement lor MoPH internal resource; however, the rest of the unit may
. 2-3 . e .

Unit outsourced be an external consultants hired specifically for certain

projects.

The Medical Expert is required to be MoPH internal
Medical Expert 1 1-3 resource; however, if and when required external

consultants may be hired specifically for certain projects.
Financial and The Financial and Commercial Expert shall be a MoPH
Commercial Outsourced 1-3 internal resource; however, if and when required, external
Expert consultants may be hired specifically for certain projects.
Marketing and The head of the Marketing and Communications Unit is
Communications 1 1-2 required to be a MoPH internal resource; however, the rest
Unit of the unit may be an external consultants hired
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Number of Persons
Position Internal Staff / External Consultants

Short Term

Long Term

specifically when required.

Overall, the PPP Unit will be largely staffed by MoPH internal resources, with supplementing skills from
external consultants in numerous ways, with the various degrees of expert requirements.

E. Funding

Due to the location of the PPP Unit within the MoPH and, its mandated objectives, the PPP Unit will be
funded by the MoPH.

In order to successfully fulfil its mandated functions, the PPP Unit requires expert staff with specialist
skills. To attract the most competent staff with the right skills, including external consultants, the PPP
Unit is required to offer attractive remuneration packages to both permanent staff and external
advisors.

Table 4 - TSU annual budgetary requirements

erna 5 A 3 ola A al Buage
DOsitio orna alary Budge 0]0]0 B
0 d 000 B 0 e ong le
PPP Unit Coordinator lelilel 150 L0 150
External - - -
Project Manager Internal 100 100 300
External 150 150 450
Legal Unit Internal 100 100 300
External 150 150 450
Procurement Unit Internal 100 100 300
External 150 150 450
Medical Expert Internal 100 100 300
External - - -
Financial and Commercial Internal 100 100 300
Expert External 150 150 450
Marketing and Internal 100 100 200
Communications Unit External 150 150 300
Administration 300 300 400
Total Between Between
1,000 - 1,200 2,200 - 3,000

The above table provides a gquideline of the funding requirements for the TSU in the short and long
term. A detailed budget is to be decided by the TSU once the PPP Unit is more established and defined.

36
Salary based on Adecco Thailand Salary Guide 2015
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F. Performance Assessment

As stated in Section 8.C.4, the key performance indicators (KPIs) of the PPP Unit need to be aligned
with the remuneration and incentives as well as with the objectives of the Government. This will, in turn
be defined in terms of a PPP that yields value for money.

There is no universal set of KPIs due to the variety of functions performed, and degree of involvement
in these functions, that various PPP Units around the world undertake. Measuring success solely by the
number of PPP projects is largely considered to be inadequate as part of the functions of successful
PPP Units will often need to prevent projects unsuitable for PPP from being undertaken. Successful PPP
Units should contribute to PPP transactions that are in line with the objectives of the Government and
offer value for money. A PPP Unit should be rated on the quality of analysis and ability to effectively and
collaboratively work with the MoPH and the rest of the government ministries to contribute to
innovative projects.

G. Recommendations and next steps

PPP units for facilitating and managing infrastructure projects have existed for many years, where some
have achieved great success for example the Partnerships Victoria in Australia, whilst others achieved
little success due to misalignment between PPP unit objectives and Government objectives, lack of
Government support, and the PPP unit's location within the government structure deterring
coordination and integration. The proposed location and organizational structure of the MoPH PPP Unit
has been designed to ensure effective governance and integration with the MoPH, with the adequate
staffing and funding.

8.G.1 Communication Plan

A suitable communication strategy for MoPH PPP Unit has been established to demonstrate the
communication plan and flow, including the development of the PPP intranet site for in order to
facilitate sharing of key project information with all relevant stakeholders. An outline of the strategy is
discussed below.

Based on our understanding of the key stakeholders and their overall roles in the PPP delivery of social
sector infrastructure, provided below is a summary of the proposed TSU communication plan.

Table 5 - TSU Communication Plan

Project key

stakeholders Required information Frequency Methods/ Channels
PPP Committee update (including | Every 3 months, | Group meeting, email thereafter
Committee meeting agendas/ minutes) | or as requested

by Committee

Progress report on proposed | Every 2 months Intranet
and approved PPP projects Email presentation pack
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Project key
stakeholders

Required information

Freguency

Methods/ Channels

Updates on PPP regulations

Upon release of
update

Intranet alert

Presentation / discussion at next
meeting

Email alert

PPP Project

Working team update

Monthly, or as

Group meeting, email thereafter

Working (including meeting agendas/ | requested by
Team minutes) Working Team
Progress report on proposed | Ongoing Working emails
and approved PPP projects Intranet update
Updates on PPP regulations | Upon release of Intranet alert
update Presentation / discussion at next
meeting
Email alert
PPP approval process Upon any update | Intranet
Email alert
PPP training materials Every 6 months, | Training workshop
or upon an Materials on intranet
update of
requlations
PPP framework and news Weekly Intranet
Project PPP project status Weekly Email / phone
owner Updates on PPP regulations | Upon release of | Email / phone
update Intranet alert
Meeting, if warranted by update
PPP approval process Upon release of Email / phone
update Intranet alert
Meeting, if warranted by update
PPP training materials Ongoing Materials shared through intranet
updates, 6 Project owners invited to training
monthly training | workshops as appropriate
workshops
PPP framework and news Weekly Intranet
Wider Progress on approved PPP Every 2 months Intranet
operational projects
management | PPP training materials Upon release of Intranet
and update
personnel PPP framework and news Weekly Intranet
Email alert
Relevant Status on proposed and Every 2 months Intranet
functions approved PPP projects
Updates on PPP regulations | Upon release of Intranet
update Email alert

PPP training materials

Upon release of

Materials shared through intranet

update, 6 Personnel from relevant functions
monthly training | invited to training workshops as
workshops appropriate
PPP framework and news Weekly Intranet
Email alert
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Project key
stakeholders

Required information

Freguency

Methods/ Channels

MOPH / MOE | Status on proposed and Every 2 months Intranet
officials approved PPP projects
PPP training materials Upon update Materials shared through intranet
MOPH / MOE officials invited to
training workshops as appropriate
PPP framework and news Weekly Intranet
Monthly Column in relevant
journal/newsletter
End users PPP training materials n/a n/a
PPP framework and news Monthly Column in journal/newsletter, but
confined to market relevant
material only
Annually Exhibition/ Booth in MoPH's annual

meetings and conference

Government's
money-
keepers
(MoF's
relevant
agencies)

Status on proposed and
approved PPP projects

Every 2 months

Email presentation pack
Face-to-face meetings, as
appropriate

Updates on PPP regulations

Upon release of
update

Phonecalls / emails
Face-to-face meetings, as
appropriate

PPP training materials

n/a

n/a

PPP framework and news

As required only

Phonecalls / emails or face-to-face
meetings as required

Reqgulators/
Policy makers

Status on proposed and
approved PPP projects

Every 2 months

Email presentation pack, face-to-
face meetings as required

PPP training materials n/a n/a
Investors List of PPP projects Upon updates Ministry website
available for bidding and (likely after
associated project detail conclusion of
our TA)
List of approved PPP Monthly Email presentation pack
projects
Updates on PPP regulations | Upon release of Email alert
update Face-to-face meetings, as
ADB appropriate
PPP approval process Upon release of Email alert
update
PPP training materials Every 6 months | Email presentation pack to ADB
Attendance at training workshops
PPP framework and news Weekly Email alerts
Media PPP framework and news, Ongoing Ministry website

progress of projects

Press release

8.G.2 Proposed Timeline

The diagram below illustrates the proposed actions to kick-off the TSU program, which has been
specifically designed in accordance with the Unit's mandated objectives. At kick-off, it is vital for the
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TSU staff to have a clear vision of the Unit's key roles and responsibilities, and therefore a training
workshop is imperative to providing guidance before projects are implemented.

The diagram is a comprehensive illustration of the work flows and indicative timeline of the activities of
the TSU. It is, however, important to consider views of the existing TSU, and based on discussions the

below may be further defined at a later stage.

Table 6 - TSU program development timeline

Month O - 3
Kick - off
Ensure clear
objectives
Prepare training Month 9 - 12
materials
PPP website to go live Step 3
Communication plan Once FSis
Training workshops complete, PPP
for existing TSU and Unit to assist
working group with the approval
members process of the
Conduct procurement pilot projects
and selection of PPP All
documentation
v v
A Month 3 - 9
Step 2

PPP Unit is to

assist with

Feasibility Study

(FS)

documentation
drafting and
review

PPP Unit to
publish Request
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Month 18 - end of
concession contract

Financial Close

and O&M Stage
PPP Unit to
monitor
private sector
throughout
construction
and
operational
phase through

Month 12 - 18

Step 4

Once approved, PPP
Unit to assist in drafting
the Invitation to Bid,
Terms of Reference and
Contract Agreements
for the Project

PPP Unit to assist and
review evaluation of
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9. Other Initiatives

A. MoPH PPP TSU knowledge database

Stream 3 of EY's amended scope of work is to provide support in building a knowledge database for the
MoPH PPP TSU. The purpose of the knowledge database is to proactively inform the public on structure
of PPPs in the healthcare sector. The knowledge database is a centralized source of information on:

PPP concepts and principles
Thailand's PPP framework
Global hospital PPP case studies
Projects pipeline

Projects database

vVvyvyyvyy

The initial content support for development of the MoPH website is exclusively constrained to PPP
concepts and principles, Thailand's PPP framework and case studies. A brief overview of section
contents is described below.

9.A.1 PPP concepts and principles

By engaging the private sector and leveraging their resources and expertise, with innovative solutions
and better technologies, PPP realizes greater efficiency and effectiveness in delivering the service. For
the reason that there is no universally accepted definition of a PPP, the website content describes
common elements attributable to various PPP definitions and further discusses PPP models in their
varying degree of roles and responsibilities of the private sector. Private sector involvement can range
from a set of services extending across design, construction, financing, operation, and maintenance of
a new facility used for service delivery over the duration of the contract.

Additionally, the website content describes the contractual arrangements of PPPs, key stakeholders,
advantages of PPP over traditional procurement, risk allocation and the concept of Value for Money.
This should provide readers with the foundation to explain the benefits of implementing the PPP model,
understand criteria for performance measurement and how an appropriate risk - reward mechanism
can make the private sector more effective than the public sector.

9.A.2 Thailand's PPP framework

The first PPP framework in Thailand was established by the “Private Participation in State Undertakings
(PPSU) Act” in 1992, which set forth an institutional framework for interpretations of PPP projects in
Thailand and for facilitating the private sector’s participation and investment in relevant activities. The
Act was replaced with the “Private Investments in State Undertakings (PISU) Act” in 2013, with
appointment of State Enterprise Policy Office (SEPO), under the Ministry of Finance, a secretariat
office to the PPP Policy Committee within the PPP unit acting as a coordinating agency.
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The Act applies to “private investments” to be made in “public projects” with the value of at least THB
1 billion. The Act does not have any provisions on specific sectors or businesses as eligible types of PPP
projects, the current Master Plan includes a list of fields that are identified as “"Group 1 - priority areas”
(projects which must have private investment) or “Group 2 - recommended areas” (projects for which
the state should encourage private investment) for private undertakings under PPP scheme. Public
health infrastructure and medical services are classified under Group 2.

Private undertakings as set forth in the PISU Act must be aligned with overarching national
development objectives and fundamental state policies under the “National Economic and Social
Development Plan” (NESDP). The “Eleventh National Economic and Social Development Plan” for
2012-2016, in adherence to the Philosophy of Sufficiency Economy, lays out an indicative medium-
term development strategic plan to achieve sustainable, balanced economic development towards a
more competitive, knowledge-based economy.

The PISU Act mandates a five-year Master Plan, or “Strategic Plan on Private Investment in State
Undertaking,” which lays out operational direction and considerations for private participation
priorities and investments in line with the NESDP. The Master Plan is prepared jointly by the SEPO and
the PPP Committee and submitted to the Cabinet for approval, which outlines investment policy, type
of projects in priority areas, investment target and time frame.

9.A.3 Global Hospital PPP Case Studies

The case studies cover successful hospital PPPs in Canada, the UK and Australia. These case studies
illustrate the application of the theoretical knowledge of PPPs in real-world scenarios and how the
model is specifically adapted to each project to achieve success.

Canada’s Abbotsford Regional Hospital & Cancer Center is the first major PPP project in Canada to
design, build, finance, manage, and operate (DBFMO) a regional hospital with an integrated cancer
treatment center. Operations started in 2008 contracted with the private sector until 2034.

St. Bartholomew's and The Royal London Hospitals are the largest healthcare PFI project in UK with
estimated £1 billion capital cost for overhaul and redevelopment of the two existing hospital sites.
Construction began in 2006 and is due for completion in 2016. The DBFO contract end date is
estimated to be in 2048.

Australia’'s Victorian Comprehensive Cancer Centre (VCCC) is a PPP project to replace and expand the
existing hospitals with a new S$1-billion facility purpose-built for comprehensive cancer care in
Melbourne. Construction began in 2011 and is due for completion in 2016. The DBFM is contracted for
a period of 25 years, including construction.

B. Project Communication Strategy
A suitable communication strategy for MoPH PPP has been established as part of the project’s

deliverables. Such a strategy demonstrates the communication plan and flow throughout the project.
This includes development of a PPP-specific intranet site for MoPH and MOE apart from other media
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such as email newsletters, workshops, etc., in order to facilitate sharing of key project information with
all relevant stakeholders. An outline of the strategy is discussed below.

The key stakeholders of this TA have been identified and mapped according to their likely interest and
impact, and the proposed pipeline of PPPs as follows:

High | Keep Informed: Advocates:
MoPH/ MoE officials PPP Committee
g End users PPP Project Working Team
= Investors Project Owners
°>’ ADB Requlators/ Policy makers
"'3_ Address Concerns: Intensive Communication:
8 Media Wider operational management and
&, personnel
Relevant functions
Low Government's money keepers

Low Impact m

9.B.1 High priority groups

| 2

Advocates: Individuals or groups who are significantly impacted by the project who endorse
rationale and implementation. These people should be encouraged to act as an agent of change for
the project and need reqular two way (face-to-face) communication and consultation.

Intensive communications: People significantly impacted by, or who could impact, the project but
who currently either have a low level of awareness or interest in the project, or are actively resistant.
This is a priority audience, therefore, communication activity must be intensive, and face-to-face
where feasible.

9.B.2 Low priority groups

| 2

Keep informed: This group of people is less directly impacted than other groups but have a high
level of positive interest in the project. Some issues raised by the project are relevant to their
activities/work. Written ‘blanket’ approach project communication will generally suffice, though will
need tailored communication if there is any information directly relevant to their area.

Address concerns: Not directly impacted but may have some concerns. It is necessary to ensure
negative opinion is neutralized/managed and not allowed to ‘spread’'. Generally, one-off customized
communication is required to allow for issues to be investigated and answers provided.
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9.B.3 Communication plan

Based on our understanding of the key stakeholders and their overall roles in the PPP delivery of social
sector infrastructure, we have provided a summary of our proposed communications plan in the Section
8.G.1.

C. Capacity building

Stream 4 of EY's scope of work is to provide support in capacity and knowledge building. Capacity

37
building is the “development and strengthening of human and institutional resources, " that extends
beyond the public sector to other private sector stakeholders affected by PPP projects.

Several capacity building workshops were carried out, as illustrated bellow.

Workshop name ‘ Region Date

Training Workshop for MOPH - PPP in Bangkok 28 August 2014

the Health Sector

Education Sector Workshop Bangkok 16 January 2015

MoPH PPP Workshop Bangkok 7 April 2015

Regional PPP Workshop Bangkok 25-26 November 2015

Regional PPP Workshop Bangkok 30 November-1 December 2015

The main objective of these workshops was to:

» To build capacity at MoE and MoPH on PPPs and practical PPP case studies in education and
healthcare aspects respectively

» Improve the understanding of the legal and requlatory framework

» Understand the existing issues in the PPP procurement framework and identify potential solutions

» Identify gaps in the legal framework which may need to be addressed, to implement PPP in the
healthcare sector

9.C.1 Healthcare Sector Workshops

The workshops discussed the PPP model and relevant concepts, together with case studies of PPPs in
Thailand, as well as health sector PPPs around the world. EY's role in this Technical Assistance Project
was explained to the audience, and to fully comprehend healthcare PPPs in the local context, two MoPH
simulation projects were thoroughly described and discussed.

9.C.2 Education Sector Workshop

The workshop discussed the PPP concept and case studies in education sector to the participants, as
well as EY roles and procedures over TA in order to identify MoE's potential project. In addition, SEPO

37
World Health Organisation
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contributed to the workshop by discussing regulation issues, the most concerning issue amongst the
participants. Some universities raised landlord and tax issues to be considered in PPP implementation.

9.C.3 Additional capacity building workshops
9.C.3.1 Goals

The goal of the additional workshops was to support medical / hospital representatives to understand
the general principles of PPP as well as to update them on the status of the TA, particularly on the
results of the simulation studies.

9.C.3.2 Workshop agenda

During the two workshop sessions (15t session on 24t / 25t November 2015 and 2" session on 30"
November / 15t December 2015), participants from Nakhon Pathom Hospital, Department of Medical
Services, Ratchaburi Hospital, Rajavithi Hospital and Chiangrai Prachanukroh Hospital were introduced
to the following topics:

» PPP principles and PPP projects in healthcare
» PPP deal development process
i) Phase 1: Project Identification and Justification
ii) Phase 2: Initial Feasibility Assessment
iii) Phase 3: Detailed Feasibility Study / Business Case Preparation
iv) Phase 4: Procurement / Tender Phase
» Overview of Simulation Studies
i) Simulation Section Criteria
ii) Project 1: Urban General Hospital
iii) Project 2: Medical Excellence Center)
» Working Group discussion
i) Goals of working group discussion
ii) Working group questions - Needs assessment, overview of the Project Scope, PPP project scope

9.C.3.3 Key results

The participants were briefed on general PPP principles, PPP projects in healthcare and the detailed
steps required during the feasibility phase. Key results, issues and recommendations from the
simulation studies were presented to participants. During the working group discussion, the
participants were grouped according to respective hospital to discuss on respective needs and prepare
an overview of the project scope. The representatives from Nakhon Pathom Hospital and DMS
continued to refine respective business case with the guidance of the follow-up question presented in
Appendix C-7 and in the presentation deck.

9.C.3.4 Conclusions and recommendations

» Most of the regional hospitals (i.e. Nakhon Pathom Hospital, Ratchaburi Hospital, Rajavithi Hospital)
have placed the development of the carpark building as main priority of their infrastructure needs
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» The working group session has assisted Rajavithi Hospital to present a potentially feasible PPP
carpark project which we have further expand and detailed in the Section Error! Reference source
not found.

» A procurement representative from Chiangrai Prachanukroh Hospital has informed that under the
existing reqgulations, Chiangrai Prachanukroh Hospital has received all required government
approval to develop a car park building with private investor. The carpark model shared has similar
concept with PPP model. The revenue to private sector is structured such that the private sector is
able to collect retail rental from the retail spaces to compensate free / low carpark revenue
collection from the hospital users.

» Representatives from Nakhon Pathom Hospital have raised their concern on the various
infrastructure needs which will eventually make the project scope complex. For example, 90 beds
general hospital, private wards, carpark and etc.

» As the Medical Excellence Center requires more complicated scope, the representatives from DMS
are aware that further analysis and more historical data / information is required in order to create
a better business case and be prepared for the feasibility stage. Please refer to Appendix C-7 for the
work done during the workshop session.

D. MoPH's PPP-TSU Establishment

MoPH is committed to fully exploring PPP as a delivery model for new health infrastructure in Thailand.
In order to facilitate this, MoPH has established a PPP Transaction Support Unit (PPP-TSU) to centrally
coordinate the analysis and procurement of such projects.

By developing and rolling out a pipeline of PPP projects, assistance to the Unit is provided to achieve

the TSU's primary and secondary mandates:

» The PPP-TSU's primary mandate is to screen projects in the health sector to identify potential PPP
projects and act as Transaction Manager for identified (pilot) PPP projects on behalf of the Project
Owner Agency, in coordination with relevant central agencies.

» Its secondary mandate is to inform further development of the policy framework and models for
PPPs in the health sector based on experience from the implementation of (pilot) PPP projects, and
develop and retain capacity and experience within MOPH and relevant service providers related to
PPP projects in the health sector.

Please refer to Chapter 8 for further details.

E. Summary of Work completed for the Ministry of Education

Given the commonality of the health and education sectors being “social” infrastructure projects, the
studies performed on health PPPs produced substantial lessons about the viability and structuring
issues for education sector PPPs. Through review of the Thailand's education sector including the
structure of the MoE, its budgeting process and strategic priorities, implications for structuring PPPs
for schools and other institutions in Thailand were determined.
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It is typically unviable to conduct cost-benefit analysis for every potential project. Therefore, a
“preliminary” or high-level cost benefit test may be undertaken to assess whether the project can
generate sufficient revenues to sustain project costs. The two potential scenarios for a PPP project are:

» Scenario 1: project generates enough cash flows to support its cost
» Scenario 2: project does not generate enough cash flows to support its costs, hence requires
government subsidies.

Scenario 2 is a highly likely scenario for social sector (health and education) projects, where a
comprehensive cost benefit analysis may be undertaken to establish the economic benefits of the
project against the government subsidies requirement.

In a typical project appraisal and selection process, projects will become more defined the further they
progress along the pipeline. A project selection approach would be undertaken, as described below, on
projects as the projects progress from being preliminary proposals to those ready for funding:

Activities Progress / next steps

Strategic case Sets the strategic context and presents a shared understanding of

the scale and significance of problems, the outcomes sought and the
benefits desired. This stage is a central pillar to subsequent business
case stages and enables the sponsoring agency (for example MOE) to
provide early investment signals to potential investors.

Program business case Identifies an optimal mix of alternatives and options, but does not

consider detailed solutions. The preferred program could include a
broad mix of activities that might be delivered by multiple parties
over a period of time. This business case will receive official
sponsoring agency support, including assessment of strategic fit. An
anticipated effectiveness and efficiency assessment is also
undertaken at a program level.

Indicative business case Further develops specific activities. It provides a long list to short list

of options and it recommends a preferred way forward as part of the
short-listed alternatives. An indicative business case receives official
sponsoring agency support, including assessment of strategic fit and
effectiveness, with anticipated efficiency assessment.

Detailed business case Confirms an activity that comes from the detailed program

(previously called 'package') of activities and confirms the overall
assessment profile. It includes a more detailed reporting of economic,
financial and commercial aspects of the activity.

Following the above framework, the strategic case sets out which "options” from the long list may be
worthwhile to pursue. During program and indicative business case, decisions are made about how best
to package those options together, whether by type of project (for example dormitory or primary
education facilities) and/or by region, depending on the economics of each project.
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A list of proposed projects for PPPs in education sectors have been submitted to SEPO for PPP pipeline
projects including Chiang Mai University (CMU), Naresuan University, National Scout Organization of
Thailand and Chulalongkorn University. However, a major challenge includes the lack of clarity in the
regulations, for example, the definition of the public service under PPP, the method of project
calculation, the guideline for projects under the Baht 1 billion threshold, the details on contract and its
amendment and etc.

Additionally, the following 10 projects are undergoing feasibility studies, and are being considered by
the MoE as potential PPP projects in the educational sector:

» Green Nimmarn @ Chiang Mai University

King Naresuan The Great Park

Online learning center development

Center of Aquatic (Lake) Animals Breeding Studies in Songkhla (Phase 2)

International Vocational Training Center Phase 2; and

Central Region 1 Institute of Vocational Study, Patumthani Vocational Education College
Modern Town Chian Rai Rajabhat university

Innovation and Technology Park (to promote hands-on graduates)

Establish Faculty of Nursing under the Supervision of Nursury degree to be under the
supervision of Rajamangala University of Technology Thanyaburi

VVYVVYVYVYYVYYVYY

9.E.1 Applicable learnings from the MoPH experience to date

» Projects and programs should be agreed at the regional/district level, as this is where most capital
budgeting decisions are made and operating budgets are set

» Some capital top up will be needed for projects to be viable, and it makes sense for this to be
provided from the MOPH level via a PPP fund, down to regions and districts that apply for funding
help with PPP

» MOPH will require clear criteria be following by applicants for PPP funding (as referenced above) so
as to ensure fair comparison and best VfM.
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» Guidance should always be provided on funding envelopes (albeit with a range) to manage
stakeholder expectations and avoid uncosted and unfundable wish lists.

» With sufficient guidance on information requirements, local agencies can supply MOPH with the
evidence needed for robust prioritization between various proposed PPPs.

» Funding application requirements and information requirements should take into consideration the
capacity and information availability at the regional level so as to provide the best possible analysis
of project merit while being feasible for regional authorities to comply with.

9.E.2 Next Steps

The list of potential education PPP projects appears to contain several potentially viable PPP
opportunities, such as student dormitories and privately-managed educational facilities. In addition, we
view during the workshops undertaken that some education agencies had actively considered PPPs as a
means to develop education facilities. . As such we view MOE should consider exploring prefeasibility
studies in the education sector .

Similar to Health PPPs, there are numerous examples of Education PPPs internationally and therefore
well structured projects in the education sector should generate significant private sector interest,
locally and internationally.

The existing terms of reference for this report covers a high-level review and shortlisting of the viability
of these opportunities. In consideration, the next step would be a continuation of this project to identify
which shortlisted education opportunities could be taken forward to prefeasibility studies.
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10.

Next Steps

A. TA Continuation - Pre-feasibility Study

Table below summarises the detailed intermediate steps for the development of a high level business
case (pre-feasibility study ) and procurement guide for a simulated hospital PPP project:

Tasks / steps

| Involved parties

| Expected outcome

Phase 1: Confirmation on hospital scope of services

a) Formalise and agree with MoPH hospital
specification which includes the following:

>

Overall concept:

o Understand the general concept for a
hospital such as size type;

o Confirm physical specification (area
requirement, number of beds and etc).

Location:

o Understand key location selection criteria
(regional demographics and health trends);

o Availability of land and size of land plot
required.

Medical services and specialties:

o Strategic model of care;

o ldentify medical services and specialties to
be included in a hospital scope of services;

o Understand how level of care are
determined by location;

o Expected volume of service by specialty;

OPD, emergency services.

o Understand how the requirement above will
determine the size of the hospital

Major investment requirements:

o ldentify major investment categories such
as main building, medical and IT equipment,
non-medical equipment, support
infrastructure (i.e. car park).

Major support and ancillary services:

o ldentify main support services to be
included in the PPP Project such as carpark,
cafeteria or commercial spaces

Approximate capital and recurring costs and

revenue sources

o

MoPH
TAs

Hospital size,
medical services
specification

Phase 2: Development of PPP project structure and proj

ect specification

b) Develop initial outline of PPP project scope and
key responsibilities for public and private partners;
PPP project scope:

>

Develop and confirm with MoPH initial outline of

MoPH
Relevant key
stakeholders

(public and private)

involvement in
the project

» Type of PPP for

» Private sector’s
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Tasks / steps

Involved parties

Expected outcome

PPP project scope:

o The extent of private sector participation in
the PPP project;

o List of main and ancillary services provided
by a private partner(s).

Stakeholders roles:

>

>

| 4

Identify all key stakeholders involved in PPP
project;

Roles and responsibilities of each key
stakeholder;

Identify public sector agency/authority
responsible for project procurement. This will
include determining roles and responsibilities
throughout the construction and operation
phases of the project.

the project

» Roles and
responsibilities
of each key
stakeholder

¢) Analysis

>

vV VVvVYy

Develop main principles and payment
mechanism structure;

Output specification principles;

Summary of design specification requirements;
Conduct preliminary assessment of market
capacity to provide services;

Assess commercial potential and propose
options to reduce financial burden to the
Government;

Develop high level financial model to review the
project options and establish government
funding requirements as well as affordability of
the project;

Identify main financial drivers of the project
structure to insure project sustainability and
bankability.

TAs

Financial model

Phase 3: Development of PPP Procurement Guide and contract principles

a) Structuring

>
>
>

Preferred type of PPP contract;

Timeline and size of the project;

Evaluate and recommend options that
Government can utilize in relation to private
sector participation.

Evaluate various PPP structures and options
based on risk transfer objectives and potential
to recommend PPP structure used.
Preparation of project risk matrix and likely
impacts to the Government, private investors
and other stakeholders based on the chosen
structure and risk transfer objectives.

TAs

Contractual
agreement
structure

Risk matrix
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Tasks / steps Involved parties Expected outcome
b) Develop procurement strategy and project timeline: TAs Procurement
» Define main principles and objectives of the MoPH strategy and
procurement process; project timeline

» Analyze project implementation and tender
alternatives;

» Establish objective criteria to prequalify the
bidding consortia with the appropriate capability
and financial means and to be taken through the
selection stages. The proposed approach may
include:

o Two staged bid selection process
(Instruction to Bidders, Best and Final Offer)
where key risks are negotiated under
competitive tension through successive
selection stages or

o Selecting both a Preferred Bidder and
Reserve Bidder to replicate the competitive
tension

¢) Outline legal framework for project implementation:
» Develop contractual agreement principles which
include identifying types of contractual
agreements such as sub-contracts, direct
agreement, funding agreements and etc.

B. Information required to conduct Feasibility Study

Information request for a typical hospital PPP feasibility study includes the following items:

Area | Comments / Queries Info request list |
Hospital specification
Overall concept e Please provide supporting to justify the no. of | ¢ No. of beds

beds requirement e No of floors

e Please provide the number of floor for this
centre. This input is required in order to
calculate the Ground Floor Area / land area
for the Project.

PPP Project Scope

Soft facilities Please identify which of the following soft e List of soft facilities
management facilities management will required the role of the management

private sector e Rationale for retaining

» General management services, services with the

» Helpdesk services, public sector

» Food services (patient and non-patient),

» Housekeeping services,

» Laundry / linen services,

Private and Confidential 140



TA8575 - Piloting Public-Private Partnerships in Social Sectors

Area

| Comments / Queries
>
» Security

» Waste management

Information and communication technology

Info request list |

Project Value / Project Cost

Land area e What is the estimated land area for this Land area / land value
Project? Has such information being
computed? If not, please respond to the
subsequent queries below.
Land area: Key e Based on preliminary research, the e Built area per bed:
drivers / computation of a hospital land area requires 125 sgm

assumptions

the following assumptions:

e Built area per bed

e Allowance for built area (circulation, walls,
utilities, etc):

e Ground Floor Area (GFA): Built area over no.

of floor
o Allowances for external services (cables,
pipes, landscape):
Parking:
o Will the parking be part of the building or
external?
e Key drivers include number of parking per
bed and area of one parking (in sgm)
Land cost per sgm is required in order to
compute the cost for the land for the PPP
Project Value (SEPO method)
The computation of land value may differ and
all the cost will need to be confirmed

e Allowance for built
area (circulation,
walls, utilities, etc):
36% of built area

e Ground Floor Area
(GFA): Built area over
no. of floor

e Allowances for
external services
(cables, pipes,
landscape): 40% of
GFA

e Number of parking per
bed: 2.5 parking

e Area of one parking:
15 sgm

e Land cost per sgm:
Baht 45,000 per sgm

Development cost, | e
without equipment

One of the methods to calculate development
cost is to assume the development cost per
bed.

e Arange of
development cost per
bed.

Equipment .

Please identify a list of major equipment
investment for the Hospital based on the
medical services and specialties identified

List of equipment and
cost

Number of patients (supply and demand)

Total patients °
(volume) / capacity

It is critical to take note the following has to

be taken into consideration when projecting

the total patients:

e Capacity of the hospital / beds available for
each specialties

o Patients forecast by specialties (to match
with capacity and revenue projections as
each specialties will charged differently)

e Outpatients forecast

o Patients forecast by
specialties
e OQutpatients forecast

Revenue

Clinical revenue

Average Top 10 IE

What are the major types of revenue /

e average Top 10
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Area | Comments / Queries Info request list |
services specialties for the Hospital? services revenue per
e Total revenue forecast is also subjected to inpatient
average length of stay for the patients by e average charge per
specialties outpatient

e Patients allocation for
each specialties
(inpatient and
outpatient)

e average length of stay
for the patients by

specialties

Non-clinical revenue
Non-clinical e Please identify list of non-clinical revenue. e List of non-clinical
revenue o Please provide the composition of non-clinical revenue

revenue from the total revenue. e % of non-clinical

e Please identify the potential non-clinical revenue over total

revenue / commercial revenue to the private revenue

sector
Others
Existing operating o Please provide the latest operating expense e |atest operating
expenses expenses / P&L

C. Terms of Reference for Transaction Advisor services to conduct
feasibility study

Presented below is a scope of work to be conducted by transaction advisors for the development of the
business case.

10.C.1 Background

The Ministry of Public Health of Thailand (MoPH) have identified the need to develop the PPP Project
healthcare facility in Thailand [describe project], to [describe project objectives].

MoPH would like to explore the feasibility of this project as a public-private partnership (PPP). MoPH
thus intends to procure the services of a consortium of experienced transaction advisors to assist it
through the phases of the PPP project cycle. These terms of reference invite proposals from a
transaction advisor representing a team of suitably qualified and experienced financial, technical and
legal advisors to help MoPH to:

Phase 1: Undertake a comprehensive feasibility study for the Project.

Phase 2: If required afterwards, provide advisory services for the procurement of the project (scope of
work will be developed separately).
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The scope of work covers the Phase 1. The transaction advisor needs to submit a single bid, in the
formats prescribed in these terms of reference. (Reference to 'the transaction advisor' includes the
entire advisory team, or relevant members, under the management of a single lead advisor who shall
contract with MoPH.

10.C.2 Scope of work

This is the first healthcare PPP project to be implemented in Thailand. It is intended to be used as a
model for future project development. Therefore, when performing the following scope of work, the
transaction advisor will need to provide its services in @ manner propitious to replication by MoPH for
other projects.

10.C.2.1 Part 1: Feasibility study

The transaction advisor will be required to produce a comprehensive feasibility study for the Project
using a public sector comparator (PSC) and PPP reference (Shadow Bid) models. This must enable
MoPH to determine:

» full project cycle costs

» affordability limits

» risks and their costs

» optimal value-for-money methods of delivery

Section 4 below sets out the deliverables required of the transaction advisor for the feasibility study.
10.C.2.2 Part 2: PPP procurement

If, on the basis of the feasibility study, a PPP solution is decided on, and if MoPH requires it, the
transaction advisor will provide the necessary technical, legal and financial advisory support for the
procurement of a private partner. This must be in compliance with all elements of the PISU Act and all
implementing regulations.

The procurement deliverables will be developed separately.

10.C.3 Project Background
10.C.3.1 Mandate

Hospital Management's mandate is [describe mandatel.

10.C.3.2 Objectives

The objectives for this project are [describe objectives].

10.C.3.3 Background documentation and preparatory work

The transaction advisor will have to become familiar with all background documentation and
preparatory work conducted to date and shall be responsible for carrying out initial technical, financial
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and legal framework reviews that are deemed necessary for a successful completion of the
transactions, including, but not limited to:

» Relevant existing reports, studies, audits, etc. necessary to become familiar with the healthcare
sector in Thailand.
» All information pertaining to healthcare sector and healthcare services market structure.

» Existing financial forecasts, historical financial performance and technical operating history for
MoPH hospitals and existing health infrastructure arrangements in Thailand.

» Existing PPP Laws and regulatory functions.
» Responsibilities and relationships of MoPH with other government entities at different levels .
» The reports annexed to this ToR.

A preliminary needs analysis (pre-feasibility study) has been undertaken, establishing [describe what
the needs analysis has established, including any initial costings]. MoPH has identified the following
challenges which it faces in pursuing the project: [list challenges].

The legal and policy framework for the project is [describe legal and policy framework].

10.C.4 Feasibility study deliverables

The transaction advisor is required to produce, in close liaison with MoPH, a comprehensive feasibility
study for Project. The feasibility study needs to clearly demonstrate affordability for the full project
cycle and propose the optimal value-for-money solution for MoPH to achieve all desired outcomes.

The feasibility study is to be conducted in compliance with [applicable standards].

10.C.4.1 Components of the feasibility study

The feasibility study must include the following:

» Introduction

o Covering letter from the authority

o Executive summary

o Introduction

o Project background

o Approach and methodology to the feasibility study
» Section 1 - Needs analysis, including

o Institution's strategic objectives

o Budget

o Institutional analysis

o Output specifications

o Scope of the project
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» Section 2 - Solution options analysis, including

o

o

o

o

Options considered
Evaluation and assessment of each option

Assessing Government role in the proposed PPP project, whether that role corresponds with
the Government'’s legal obligations, maintains sufficient power to protect the Government's
interests and corresponds to the proposed corporate structure of the project vehicle and how
in practice the Government role will be established in the project vehicle (e.g. voting rights,
pre-emption rights, golden shares and the protection of minority shareholders)

Developing and providing detail to the legal architecture and design of the transaction,
identifying e.g. the (i) type of PPP contract to be used (e.g. concession, BOT or management
contract) (i) investment commitments to be required, their nature and management, (iii)
investment plan, how, where and when investments will be made (iii) type of public sector
support required, including terms and conditions and (iv) corporate structure for the
investment and commercial management including nature of the SPV holding the concession,
etc.

Summary of evaluation and assessment of all procurement options considered

Review of risk allocation assumptions to assess whether those risks can be allocated (e.q.
legally) to the private sector (e.g. land acquisition, collection of tariffs from individual
consumers and safety monitoring).

Review of project assumptions and whether they are practically and legally viable.

Assess the financial management and accounting structures proposed to identify efficiency
gains available through other structural mechanisms, e.g. taxation of revenues and
accounting methods for depreciation of assets.

Identifying other contractual and commercial relationships in the sector or related to the
sector and how those relationships will interface with the PPP project.

Assess risk management structures for potential efficiency gains through alternative
structures or modifications.

Assess the financial feasibility and provide valuation of revenues according to the different
options and based on various assumptions used in the forecasts including those of demand
and pricing should be stated clearly.

Advise on a financial (capital) structure for mobilizing debt.

Confirming legality of budgeting assumptions and the management of revenue flows (e.qg. are
there restrictions on the use of monies collected for use with public services).

Assessing risk allocation approaches to ensure that they correspond with private sector
appetite and lender requirements.

Assessing chosen approach to PPP and whether any aspect of that approach will conflict with
available or required procurement, contracting and financing structures.

Recommendation of a preferred procurement option

» Section 3 - Project due diligence, including

o

Legal aspects, including

» Land access/rights
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o

o

o

Use rights
Regulatory matters
Approvals required

Key challenges to risk allocation as law

Identify licensing, permitting and other legal risks that need to be addressed and allocated
under the chosen approach.

Ensuring all necessary approvals and permissions are obtained for PPP processes before
commencement of tender process, in particular to allow the relevant Government entity to
sign the tender documents and the PPP contract.

Site enablement

Socio-economic and environmental

Initial market testing

» Section 4 - Value assessment, including
PSC model

o

Technical definition of project
Discussion on costs (direct and indirect) and assumptions made on cost estimates
Discussion on revenue sources (if relevant) and assumptions made on revenue estimates

Discussion on all model assumptions made in the construction of the model, including
inflation rate, discount rate, depreciation, and budgets

Summary of results from the base PSC model: NPV, FIRR, DSCR

PPP reference

Technical definition of project

Discussion on costs (direct and indirect) and assumptions made on cost estimates
Discussion on revenue (if relevant) and assumptions made on revenue estimates
Discussion on proposed PPP type

Proposed PPP project structure and sources of funding

Payment mechanism

Discussion on all model assumptions made in the construction of the model, including
inflation rate, discount rate, depreciation, tax and VAT

Summary of results from the PPP-reference model: NPV

Risk assessment

Comprehensive risk matrix for all project risks:
— identify the risks that the Project would face;

— who among the stakeholders (governments, investors, lenders and other financiers)
would be negatively affected in the event of the risk materializing;

— summary of the retained and transferable risks.
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— The NPV of all risks (retained and transferable) to be added onto the base PSC model;
— The NPV of all retained risks to be added onto the Shadow Bid model.

= The review should contain recommendations on the mitigation mechanisms for each of the
identified risks to be implemented by the party identified to bear that risk . In doing so,
assessment and applicability and economy of various risk mitigation mechanisms should
be carried out, including but not limited to: (a) private mechanisms such as commercial
insurance; (b) specific developed country mechanisms such as export credit insurance and
investment insurance available from national agencies; (c) risk mitigation and insurance
mechanisms from lenders, including partial risk and partial credit guarantee mechanisms;
(d) the risk mitigation instruments available from International Development Agencies;
and (d) any special mechanisms that have been developed/deployed around the world in a
high risk contexts and their applicability and adaptation for the current context.

Risk-adjusted PPP-reference

= Summary of results: NPV, key indicators
= Sensitivity analyses

= Statement of affordability

= Statement of value for money

= Recommended procurement choice
Information verification

=  Summary of documents used to verify information that is the baseline for the feasibility
study report

» Section 5 - Economic impact and benefits evaluation:

o

o

o

vV v vy

Introduction and evaluation approach
Assumptions
Valuation results

Macroeconomic Impact - This should analyze the: (a) revenues that would accrue to the
Government through (i) value-added taxes; (ii) other taxes and levies as contributions to
specific funds (e.g- Social Fund); (iii) corporate taxes; (iv) municipal taxes; (v) customs duties
and excise levies on equipment and services imported/ purchased; (vi) guarantee/on-lending
margins charged by Government; (b) impact on Governments overall debt and debt service
position; and (c) employment generation, regional development, betterment of people directly
affected etc;

Market Analysis - Economic aspects of the target markets: demand projections for the length
of the project period (minimum [20] years); alternative options to meet the projected demand;
the competitiveness of the Project vis-a-vis private hospital in Thailand; and

Project Level Analysis - Project cost-benefit analysis, including net present value (NPV),
financial internal rate of return (FIRR) and economic internal rate of return (EIRR).

Section 6 - Procurement plan
Annexure 1: PSC model
Annexure 2: PPP reference model

Annexure 3: Risk assessment and comprehensive risk matrix
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» Annexure 4: Document list (list of all documents related to the project, where they are kept, and
who is responsible for ensuring that they are updated)

» Annexure 5: Attach as annexure all other documents that have informed the feasibility study and
that are of decision-making relevance to the project.

10.C.4.2 Presentation of the feasibility study

The feasibility study, comprising all the above deliverables, must be compiled in a single report in Word
format (with relevant annexures), and delivered as both electronic and hard copy documents. All
financial models must be in Excel format, and must clearly set out all assumptions made, sensitivity
analyses carried out, and model outputs. The financial models must be sufficiently adaptable for use by
others at later stages. The feasibility study must be presented with a thorough executive summary and
must be accompanied by a PowerPoint presentation that encapsulates all the key features of the study.

The executive summary and PowerPoint presentation must be compiled in such a manner that they can
be used by MoPH for decision-making purposes.

10.C.4.3 Submission requirements for the feasibility study report

If MoPH decides to pursue a PPP solution for the Project, the feasibility study must be of a standard
that will be accepted by relevant authorities for the purposes of obtaining Government approval. The
transaction advisor is therefore advised to be fully familiar with the requirements of the relevant
authorities.

10.C.5 PPP procurement deliverables (to be developed at a later stage)

If MoPH decides on a PPP procurement solution, the transaction advisor will be required to work with
the MoPH to manage the procurement process for securing contracts with a private party. This process
will need to be structured in accordance with the rules and standards set out for PPPs in relevant laws
and regulations.

The transaction advisor will have to deliver the following:

Approval and administration of the bidding process
Detailed procurement plan

Pre-qualification

Bid evaluation criteria and bid process design
Request for proposals (RFP)

A draft PPP agreement

vV v v VY

Administration of the bidding process

» Evaluation of bids, demonstrating value for money

» Evaluation of bids

» The value-for-money report and approval

PPP agreement negotiations, PPP agreement management plan

PPP agreement signature, close-out report and case study, and financial closure
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10.C.6 Transaction advisor skills and experience

The transaction advisor will comprise a team, managed by a single lead advisor. The members of the
team will have the skill and experience necessary to undertake the range of tasks set out in these terms
of reference. Each individual on the team must be personally available to do the work as and when
required. The lead advisor will be held accountable, in terms of the transaction advisor contract, for
ensuring project deliverables and for the professional conduct and integrity of the team.

The skills and experience required in the transaction advisory team are as follows:

» financial and economic analysis, with relevant PPP and project finance experience through to
financial close

PPP procurement and structuring

legal, with relevant law and experience in the drafting and negotiating of PPP agreements

technical due diligence and advice on PPP structuring and contracts

relevant expertise in PPP projects in healthcare

vV v v VY

project management

10.C.7 Remuneration schedule and disbursement arrangements

The total sum budgeted for remuneration of professional services under these terms of reference is
[Amount is TBD]. Bidders are advised to bid within this figure, and to allocate resources according to
the remuneration schedule below [Schedule is TBD]. Remuneration of the transaction advisor will be
payable in Thai Baht, on a fixed price corresponding to the scope of the PPP Feasibility Study set out
above. The procurement portion of the work may or may not transpire at the end of the feasibility
study, and will be costed accordingly.
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11. Appendices
A. Scope of work
B. Mid-Term Report

C. Questionnaire sent to and responses received from Nakhon
Pathom Hospital and DMS

D. Extractions of Marshall Valuation Service Report
E. Questionnaire sent to Siam Commercial Bank

F. Preliminary Financial Projections (DMS)

G. Reports, presentations and workshops materials

H. Global Health PPP case studies

Private and Confidential 150



TA8575 - Piloting Public-Private Partnerships in Social Sectors

Appendix A - Amended Scope of Work

Stream
Task

/ Sub-tasks / intermediate steps

Stream 1: Hospital PPP project - Simulation Study

Expected
outcome

Deliverables
Timeline

Develop high
level business
case (pre-
feasibility)
and
procurement
guide for a
simulated
hospital
project
(Led by EY)

PPP

>

>

Formalize and agree with MoPH scope of
services for a hospital project;
Discuss and agree with MoPH (Dr.
Supakit) details required to outline
project scope:
Location;
Size;
Strategic model of care;
Medical services and specialties;
Main infrastructure
requirements;
Develop initial outline of PPP project

scope and key responsibilities for public
and private partners;
Analyze project
alternatives;

Identify and propose public sector
agency/authority responsible for project
procurement;

Develop procurement
project timeline;
Develop main principles and proposed
structure of the payment mechanism;
Develop project risk matrix including
main risks allocation principles;

implementation

strategy and

Conduct preliminary assessment of
market and commercial potential to
reduce financial burden to the
Government;

Develop high level financial model and
government funding requirements;
Outline legal framework for project
implementation.

Report inclusive
of a high level
business plan
and procurement
guide for a
simulated PPP
hospital project

Jun 2015 - rapid
start

Oct 2015 - Draft
report
Dec
Report

2015 -
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Stream
Task

/ Sub-tasks / intermediate steps

Stream 2: Capacity building

Expected
outcome

Deliverables
I EINGE

Conduct
additional
capacity
building
workshops
for up to four
(4) regions
(Led by EY)

|
|

| 2

Prepare workshop materials.

Discuss and agree with the senior
members of MoPH team (Dr. Supakit)
Discuss workshop strategy with key
stakeholders such as working sub-
committees and MoPH PPP unit to
confirm main focus and adjust
messaging;

Identify target audience and select
regions to conduct workshops;

Develop case studies and present
examples of successful PPP projects in
health care;

Present key PPP principles and project
requirements within Thai healthcare
context;

Provide an overview of current
procurement and legal framework;
Present summary of existing
institutional obstacles and success
factors required to develop successful
PPP projects.

Improved
understanding
among workshop
participants  of

PPP concepts
and  principles,
specific
regulatory
environment and
key steps
required to
initiate PPP
project

development

MOPH to select

the region /
hospital

Dates to be
confirmed -

target Sept / Oct
2015

Stream 3: Knowledge Management

Support in
building
knowledge
database of
the MoPH
PPP unit

(Led by EY)

|

Confirm and assist communication
strategies, timeframe, role and
responsibilities with PPP-unit;

Involve in knowledge management via:

Provide initial content support
for development of MoPH
website;

Provide initial content support
for other communication tools

such as email, bulletin, or
newsletters;
Produce quidelines on what

content to be added to website
and other media.

Materials
required to
support
development of
the  knowledge
base of the
MoPH PPP unit
and PPP
program  within
the Thai health
sector

July / August
2015 -
knowledge base

structure
Sep 2015 - draft
materials and

case studies
Nov 2015 - final
set of materials
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/ Sub-tasks / intermediate steps

Stream
Task
Stream 4: Support from local legal expert

Expected
outcome

Deliverables
I EINGE

Identify main | » Develop and present overview and

legal and interpretation  of  MoPH  existing
requlatory procurement regulation and PPP sub-
issues; regulation;

Support » Identify legal issues under each
capacity and procedure of PPP proposal (group into
knowledge common issues and MoPH specific
building issues);

Provide ongoing support and guidance
to the working team, sub-committees
and MoPH PPP-unit;

» Educate stakeholders on legal issues via
briefing sessions and during capacity
building workshops;

» Advise on any arising inquiries during
the sub-committee meetings;

» Provide input with respect to legal

aspects of the PPP hospital simulation.

(Led by SPI) >

Improved
understanding of
legal and
regulatory issues
for MoPH
existing
procurement
framework and
for the PPP

procurement and
the indentify the
gaps which may
need to be

addressed, if
any, to
implement PPP

in the healthcare
sector

July / August ;
conduct legal
briefings

Sep 2015 - draft
report on legal
and reqgulatory
issues for MoPH
existing
procurement
framework
for  the
procurement
Ongoing support
for remainder of
the project

and
PPP
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Appendix B- Mid-Term Report Scope of Work

EY's scope of work per mid-term report can be summarized into the following tasks

vVvyyvyvyy

Task 1: Review PPP policy and institutional frameworks
Task 2: Identify potential health PPP projects

Task 3: Build capacity and develop health PPP projects
Task 4: Pre-feasibility studies for pilot projects

Task 5: Identify potential for education sector PPPs

We set out the summaries of critical observations and issues presented in the mid-term report.
Thailand's experience with PPP to date

>

Thailand has a long history with PPP and the vast majority of Thailand's PPP projects have been in
the energy and transport sectors, including power stations and expressways.

Projects in these sectors in particular are considered economic assets, in that charges levied on end
users are almost always sufficient for project owners to generate sufficient returns, thereby limiting
any financial support required from government. It is for this reason that projects in this sector are
typically the first PPPs in any market.

Thailand is currently expanding its MRT network with the addition of a purple line. This is to be
Thailand's first availability payment PPP under current PPP legislation. While not a social sector
project, it nonetheless provides a template project on which to base any future social sector project
given the availability payment structure being implemented.

Analysis of MOPH priorities for suitability for PPP delivery

>

MOPH has provided us with a list of nine priority areas and has asked us to use this as a long list of
possible PPPs given they best reflect the areas where the ministry considers investment is required.
MOPH has also previously shared these nine priority areas with SEPO as possibly suitable for PPP
delivery.

In order to turn the priority areas into a pipeline of possible health sector PPPs, the priority areas
need to be developed into clear and discrete projects with a clear understanding of the size, scale
and location(s) of the projects, and the services that the private sector is expected to deliver. This, in
turn, will allow the development of a realistic risk allocation, likely contractual structure, and
financial analysis to be undertaken.

The ability of MOPH to transform the nine priority areas into viable project ideas is limited by the
challenges outlined below. Based on our recent engagement with hospitals and officials, we believe
these challenges will need to be overcome before viable projects in these priority areas can be
progressed to the prefeasibility and feasibility stages.

Private and Confidential 154



TA8575 - Piloting Public-Private Partnerships in Social Sectors

>
Current budgeting presents a challenge to MOPH-led PPP program

» We understand that The MOPH plays mostly a regulatory function and does not play a significant
role with respect to healthcare funding and hospital procurement and operations. As such, MOPH
may lack the financial and operational levers to incentivize hospitals to pursue an alternative
procurement options such as PPP. Operational healthcare funding is provided most by the
universal healthcare insurance scheme (on a per patient basis) which goes directly to the
hospitals, and some hospitals may also charge the patients directly for certain medical services,
within the public system.

Investment proposals are put forward to MOPH through regional Inspector Generals and funded
separately. Under existing arrangements, our discussions with MOPH and hospital directors suggest
there are many public hospitals in Thailand that are either just breaking even or generating
operating losses. With some exceptions, it would appear that the ability of hospitals to commit to
fixed annual PPP availability payments could be limited given uncertainties on revenue flows.
Projects involving multiple hospitals and/or regions would also present additional complexity.

» Discretionary nature of annual budgetary process could potentially cause some concern for
bidders looking to deliver availability PPPs. This is likely to be manageable where there is a
sufficient field of local bidders and financiers for the first few social sector PPPs.

PPP contracts are typically long term in nature, and the process of annual Cabinet approval creates a
risk that Cabinet may not approve the budget at some point in future. This can create difficulties for
private sector bidders in raising funding to deliver projects, as their investors and lenders cannot
look through to an "automatic” and non-discretionary source of revenue for the project. Given
Thailand's strong credit rating and the existence of deep and liquid domestic debt and capital
markets, this issue may not be as significant as in other South East Asian markets, especially where
there is sufficient market appetite from local bidders that understand local government practices.
Longer term, once a track record of successful projects has been established, this would no longer
be an issue even to international bidders and financiers.

» In the absence of any MOF or other central guarantee from the Thai Government, the appetite of
the private sector to bid for projects relying on long term MOPH or MOE payment streams, and
bidders’ ability to raise private sector finance on this basis, needs to be tested.

Discussions with both PDMO and SEPO indicate that availability payments to private bidders are not
likely to obtain the benefit of MOF or other government guarantees as there is no existing guarantee
arrangement within government that could be applied to this type of project. Given the ministries’
reliance on funds appropriated from an annual budgeting process reliant on Cabinet approval,
private bidders may face difficulty in raising finance on the basis of perceived risk. Again, this risk is
likely manageable given the strengths of Thailand's domestic debt and capital markets, field of local
bidders, and strong sovereign credit rating.
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Operational challenges

» Hospitals also have substantial operational autonomy with all operational decisions made at the
local level. In our discussions with hospital officials, there appears to be little or no interest in
ceding this operational autonomy either to MOPH or to a long-term concessionaire under PPP
unless the PPP would allow them to continue to maintain full control which given.

For example, the desire to aggregate equipment and services across hospitals to derive economies of
scale would certainly lead to some divestment of control. We view that the Hospital would be
incentivized to explore PPP only be happy with PPPs that provide them the needed assets if they can
maintain , but allows them to maintain full control or provides them with significant financial benefit.
As such our view is that given the current institutional and funding framework of the healthcare
sector that unless the demand is identified by the hospital or at a regional level, by the health
inspector, it is unlikely that MOPH will be able to initiate pre-feasibility assessments However, this
does not fit viable models for PPP under the nine priority areas to assess the demand and suitability
of a PPP arrangement under the current approach with MOPH

Institutional challenges

» Further guidance on the methodology for business casing projects and PPP approval criteria
would facilitate development of a market in Thailand for social sector PPPs and like-for-like
comparisons of proposals.

The PISU Act in its current form, including the expected content of subordinate regulations, is
largely concerned with the high-level process that should be followed in order to undertake a project
under the PPP modality. There is limited guidance on the specific analysis and outputs required for
government'’s decision-making.

Specific methodology for the quantification of risk, discount rate to be applied in calculating PSC,
including any competitive neutrality adjustments, and other pre-requisite criteria are not clearly
defined. This could present a challenge when a full feasibility study is to be prepared for a given
project at a subsequent date, particularly in the case where multiple projects will be reviewed by
SEPO in parallel for approval, and capital limitations require proposals to be prioritized. The lack of
prescriptive guidance could result in concurrent feasibility studies put up for approval that do not
allow a direct like-for-like comparison of projects.

» Further clarity needed on sources of PPP payment stream

Market interest is likely to be stronger where the contractual counterparty to a PPP agreement is
MOPH and not an individual hospital, as the certainty of the availability payments would be
improved, in turn assisting private sector bidders to obtain the necessary financing they require.
However, as described above, MOPH currently has no mechanism to fund or support an availability
payment to a PPP project.

Private and Confidential 156



TA8575 - Piloting Public-Private Partnerships in Social Sectors

Application of findings to date to MOE

» Projects and programs to be procured as PPPs should be centrally coordinated at MOE as this is
where most PPP contracts will likely be signed with the private sector, and where major investment
budgeting decisions are likely to be made. A clear ministry-wide process for identifying capital
projects suitable for PPP delivery should be established.

» Central collation of information on demand for education services, condition of facilities and current
service capabilities will provide MOE with the evidence needed for robust project identification and
prioritization between various possible PPPs.

» A component of the operating income from the various departments, particularly in relation to
projects procured as PPPs, may need to be channeled back to MOE centrally in order to cover part of
any availability payments that MOE may have committed to.

» Ongoing engagement with SEPO to understand the evolution of the PISU Act will be important to
ensure PPP proposals submitted are properly business cased and in line with the Act's requirements.

» Given the learnings to-date, we set out the key activities which have been agreed with ADB and the
MOPH PPP sub-committee as the next steps to be taken. The detailed work-streams in relation to
these activities are set out in 5.2.4.2. In summary, as next steps after the interim report, EY has:

» Undertaken PPP simulation projects

» Conducted additional capacity building workshops for up to four (4) regions

» Provided supported in building knowledge database of the MoPH PPP unit

» lIdentified main legal and regulatory issues and support capacity and knowledge building to key

stakeholders including conducting legal briefings
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Appendix C - Questionnaire sent to and responses received from Nakhon Pathom Hospital and DMS

C-1: Questionnaire

C-2: Responses received from Nakhon Pathom Hospital

C-3: Follow up questions on the responses received from Nakhom Pathom Hospital
C-4: Responses received from DMS

C-5: Follow up questions #1 on the responses received from DMS

C-6: Follow up questions #2 with DMS

C-7: Follow up questions #3 during workshop sessions

VVyVYyVYYVYY
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C-1: Questionnaire for the Scope of PPP Project

o o & A o s v o o = . o = o v o &
LWLURARLDINYLA ﬂw’]muw‘l@qmﬂqﬂﬁ\gﬁm\iWﬂuﬂqﬂﬂum'ﬂﬂﬂﬂﬂ’ﬁ/ﬁ‘uﬂqﬁ")Lﬂiqzﬂﬁﬂi\iﬂqﬁ‘iqwnuﬂ ﬂ?mqﬂi'ﬂﬂmﬂﬂﬁtmﬂﬂzvﬂﬂm‘luﬂ']m'ﬂm\imﬂllﬂu

The objective of this questionnaire is to gather critical information for the development of Business
Case for PPP Hospital in Thailand. Please fill in the details on the following topics.

4
Talasenis

Project Name

dapasRansoun

Considerations

v

fenuazannasdlasnsfigesnns Overall Project Concept

mnisvasAaaslasanisfisiasnis

Objectives of the Project

1ATRlRNENLA
Witess(

Size of the Hospital (Number of beds)

P .
ANHULUAIDIANT (mmuﬁ'um AR NG Nﬂ']ﬁ‘ﬁ L‘MN'W@EJ)

Building design specification (e.qg. low/ single level building or multi-level building)

o aly ﬂ‘
AnwusNfieenstu 7
Ylsmazy(

Other design specification/ requirements (Please specify)

v P

feniaesiniidass Characteristic of Project Location

Is there any land available? Where is the recommended site for the project?

HuRuansnsouideli/nssudvinaunedla

Is it a public land? Who has the land ownership?

Sa @ o .
unpresnAuiiuauuminle
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What is the area size?

Taanenunanlndirasaniuidnsialaseanisielsaneunale

Based on the identified location, where is the nearest hospital?

mstinenansunnefafiuaestasanis) Tusaiseamne v (

Required medical services for the project (Please put V)

LN
Medical Department

anan/Fu

Specialties

qauilu
Required

laiqulu

Not Required

Medicine
‘ﬂ’]iji‘ﬂi‘i‘&l

General Medicine / Acute admissions

Elderly Care

Respiratory

Cardiology

Neurology

Gastroenterology

Nephrology

Dermatology

Rheumatology

Cardiology

Hematology

Oncology

#u 1) Wsaszy( Other (please specify)

Women and Children
VANWAZERS

Obstetrics

Gynecology

General pediatrics

Neonatology

#u 1) tsaszy( Other (please specify)

Surgery
ARaNTIN

General surgery (Gastrointestinal, Breast,
Vascular)

Orthopedics

Urology

Ear, Nose, Throat

Ophthalmology

Plastic Surgery

Maxillofacial

Neurosurgery

Cardiothoracic

#u 1) Taaszy( Other (please specify)

Ogioioigioiogio oogooguoougooioogig o/

gioiojoog|jo|joo, ojgjojogo|jgg|ojooojg|jojog|ig|oi o

Acute services
NIAU

Accident and Emergency
Resuscitation (Red)
Majors (Amber)

Minors (Green)

0 O

O
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LHUN an17/fnu il laiqflu
Medical Department Specialties Required Not Required
O O
Anesthetics and intensive care O] O
#u 1) tsnszy( Other (please specify) O O
Rehabilitation Center Rehabilitation unit | O
W IANARSY Acute stroke unit O 0O
#u 1) tsaszy( Other (please specify) O 0
Radiology Ultrasound/ X ray/ CT/ MRI O O
TNAINEN
Allied Professionals Physiotherapy | O
frudeamoiu Occupational Therapy O O
Dietician O O
#u 1) tsaszy( Other (please specify) O 0
Pharmacy Inpatient Pharmacy ] O
wndanssn) seen( Outpatient Pharmacy O O
Laboratories Biochemistry, Hematology, Blood Bank O O
#u 1) tsaszy( Other (please specify) O 0
Other O O
(pleqse specify)
wrun@n ) Tusaszy(

nnsdnassiuiiuaz@enusannuazaaniidfiureslnsinis) Tusevineseane v uaslilsnlfisnaazidaniuia (

Required hospital facilities and convenience (Please put v and please provide more details)

MedmasIRLTILA AN LA NAZAN Anflu Tadqily NNEINVIG)

Hospital Facilities Required Not Required | Remarks/ Notes

T9anmng Cafeteria ] O

Hasindmiuunng Doctor's lounge ] O

dausiniau Playroom O O

AUABAT O O Tanssysusuiieansafifiasns

Carpark Please provide the required number
of parking Iots‘.

Hoaindnsumiinenu ] O Tsmszyanuauiinsifieanis

Staff accommodation Please provide the required number
of rooms.

He9dmsunsdeunTaen EneusN uasAsy O O

Teaching, training and research

center

Heatlszaa/ dunun O O

Conference/ meeting room
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nasnasuTuaz ALt ANAZAIN Ay Tdqdly AHELHB)

Hospital Facilities Required Not Required | Remarks/ Notes
Audarmaniuy Rehabilitation O O

center

RuRVELEUEN O O

(i $rugzmande $uaneen)

Commercial spaces (e.q.

convenience store, pharmacy)

fiuiiau 1) TWanszy( Other (please O O

specify)

ANann lunnssesiulaaeslasenis

Project Capacity

5.1 nwsanaefilen Patients profile

ve = y
f5uLanns/gnAndlmang

A
AR

Target customers

° 2 a4 ady o
qquﬁufﬂﬂ?ﬂu’ﬂﬂL’ﬂ@ﬂm'ﬂﬂwm'ﬂ\?ﬂ'ﬁiﬂ\wu

Please provide the estimated total outpatients to support per year.

o P S ey o
mmumﬂﬂaﬁ‘lumﬂﬂmﬂwmmmﬁmiu

Please provide the estimated total inpatients admission to support per year.

o o 1 F 7l dl 1Al
Anuauiuetzeiaeluanasel)

What is the patient’'s average length of stay in hospital?

o = A
ANIINITIATRUALNLRALFIAT]

What is the average bed occupancy?

o Z 3 e | oo oo
52 W’Wu’)u“]]uﬁ]’\“ﬂ‘ﬂﬁ@ﬂﬂﬁ‘mLﬂ?@QN@WW\?ﬂ’]?LLWWHMZ\ﬂLL@Z?ZUUWi‘DiuIﬂNﬂ’W

Minimum number of specialized medical equipment and system to be used in the project

9eaziBen Suaudiue mpadndeion (uw) | ieliluuaunie NIEINB)
Key item Minimum Estimated cost per | For which area (szymnfiaanisdndnsyanamenan(
; . (i
no. of unit | unit (Baht) of specialty? Remarks/ Notes

(Desire for outsource?)

qunanf 1/

Equipment 1

Qﬂm‘nﬁ; 2/

Equipment 2
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ginsnif 3/

Equipment 3

gnanii 4/

Equipment 4

gnandi 5/

Equipment 5

svuu IT sner/ 1T
system

) Tasmszy(
Other (please
specify)

o P w a . o o A o = A o
ﬂWT@ﬂ&TTMuWWLL@zﬂ’ﬂllﬁ"l_lNﬁ’ﬁﬂuﬁ‘tﬂ’)'\\iﬂ’]ﬂﬁ‘guﬂzﬂ’]ﬂLﬂﬂ‘ﬂu )Iﬂiﬂﬂ’]Lﬂi”ﬂ\iMN’]El v Lmtiﬂﬁ‘ﬂi‘ﬂi’mﬂtmﬂﬁLWNLF‘IN)

Allocation of responsibilities between public sector and private sector. (Please put v and please provide

more details)

szinnnanssy
Type of activities

maig

Public Sector Private Sector

NIALBNTY

pNARATY )szmnfiesnisdadsyananieen (

Comments (Desire for outsource?)

nnImIrauasitiadeisn

All clinical and diagnostic
services

d

O

ﬂ’Wi‘N'ﬂuLL@zﬁﬂ'ﬂUi‘N
Teaching and training

d

N13L3MNIIAN 79 1)

General management
services

LHUNAFRRdaLNY

Helpdesk Services

NI3LBENIIFIUBIUNT
o
Jresfiihauazypraniauen(

Food services
(patient and non-patient)

NITALAAINNATDNA

Housekeeping services

o =l v
RRFE E GGG

Laundry / linen services

mainAuazann (iu unlaasey
tassisin “a(
Cleaning services (e.q.

general area, operating
theatre, etc.)

R R TN
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Uszinnnanssy naiy MALNTY puARiu )szndieanisdndneyaraniauen
Type of activities Public Sector Private Sector | Comments (Desire for outsource?)

(i eadeynsnnsunng ,aessiali |
gaaiian ,veqdendlune)

Waste disposal

(e.q. clinical waste, non-

clinical waste, sharps, toxic
waste)

Frumnalulatiansaumanaznisdesns O O

Information and
communications technology
(ICT)

B ) Tsmszy( O d
Other (please specify)

8. fiayananistiu

Financial Information

seld

Revenue

seazBenradlasaaieagliluilagiii

Details of current revenue structure

selfedasieilunslitanislulaqiiu) filelu uazgihauen (wazdnsnmisiulnsetlaesselfiedasiena

Average revenue per head (OPD vs IPD) and growth rate for revenue per head

dszanaunisanudieenislunisliiBns uazanuanansa/anudnlalumsanaiteliiznis) wassesia(

Forecasted demand for medical services and ability/ willingness to pay for the service (average per
head)

a wd‘ ] g ] ' ar S
i’\ﬂ@n@ﬁﬁ“ﬂﬂ\‘i?’mllﬁﬂu LY ATLTINLASANRBATI 1uﬂ@quu) V'WJJ(

Details of other income at present (e.g. rental and parking fee rate) (if available)

A ldAneuazRuay

Expenses and investment

maazpanAlfanalunsadununatiaaslmening Tnauantssinnaudauiduuls wazdaunash Details of the hospital's

annual operating expenses by category (including variable and fixed expenses)
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5
Anldanelunstingesneiiusmauwinle )fludadaurinlasesdnldanelunsmiivemioma(

The amount of the hospital’s maintenance costs (as a percentage of total operating expenses)

fuauzeayaang) unnd wenuna uasimiing (lunisaniineu uazlsznnnsldsreseayaainssanain

Number of operating personnel (Doctors, nurses, other staff) and the respective average annual
personnel expenses

ﬂi:mmmi‘umm‘umL'?mmnummimqmi

Estimated size of project capex based on the proposed size and services of the project

9. dayafimew

Other information

dy v IS A d‘d U dl L4
Tudesin Heysrasmaenauifianunien AnN@aagy Uszaunsal wazanuaula
A oa v o oy . ¥ oA e
Panfluganfiulassnemuninsgiuidinaediassnisiomuali viseli dSmnuzesnaenaudinanaiuinieavinle
TngArilsfiapauanusaniamaiiauazawinlasenis fadrinlunisdnassanuides Medanun wasdaatmaniznnegy 1 1eedasanis

Preliminary, is there any information on the availability of private sector skills, experience and interest
necessary to undertake the project and deliver services to the required standard? How many parties of
such private sector are available given the technical capability and project scale, constraints to risk
allocation, financing, and other specific project features?
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C-2: Responses received from Nakhon Pathom [Translation]
Project name: Urban Hospital in Nakhon Pathom
Project owner: Nakhon Pathom Hospital
General information on Nakhon Pathom province:

e A province in central part of Thailand which is about 60 km from Bangkok

e Total population of 890k where 280k is in state capital

e 59% of total area is for agriculture; 24% of people is farmer

e Has 1 general hospital (Nakhon Pathom Hospital), 9 community hospitals, 3 hospitals under
jurisdictions other than MoPH's permanent secretary office, 4 private hospitals, 34 private
clinics

Information on Nakorn Pathom Hospital:

o Established since 1952; expanded to become general hospital with size of 670 beds in 2010
e Responsible to receive referral case from smaller hospitals/ health units in the province, being
the node (center of medical network for the province)
e Able to provide treatment in many specialties, being the training center of medical
doctors/staffs
e Providing services:
o Accident, emergency, Autopsy Emergency Medical Support
o Primary care on OP as well as Tertiary care
o Health promotion within the area such as Palliative care
o Excellence center in heart, cancer, accident and infant

Urban Hospital Project

Objective:

e To reduce patient congestion in Nakhon Pathom Hospital, both OP and IP

¢ Toincrease capacity in treating patient at tertiary care level and enhance/focus on excellence
center of Nakhon Pathom Hospital

e To strengthen the treatment at primary care level via building health network members

e To increase efficiency in treating chronic patients

e To set up urban Nakhon Pathom Hospital of 90 beds in size

e To use the area within Nakhon Pathom Hospital Compound

e To have medical personnel belonged to Nakhon Pathom Hospital and to share some of its
resources

e To open OP clinic in all main specialties and in certain specific chronic diseases

e To become a center upon receiving referral case from other small health care units/hospitals
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Urban Nakhon Pathom Hospital is divided into 3 phases for implementation (having 1 year interval
between each phase) to fully develop into 90 beds. It is intended to support patients under primary and
secondary care with shared resources from Nakhon Pathom Hospital (in the early phase) and under
coordination with health network members in Nakhorn Pathom province in according to the Six Building
Block Framework as follows:

Service delivery

60 beds hospital

Provide primary and secondary
services in urban area

General clinic, obstetrics and
gynecology, general surgery,
general medicine, pediatrics,
surgery

To have specialized
noncommunicable disease (NCD)
clinic

ER during office hours

To receive referral case from
smaller hospitals

Health promotion within the urban
area

2 IP wards (30 beds for male
patients and 30 beds for female
patients)

To support referral system

To include medicine dispensing
room for both IP and OP

90 beds hospital

To add more
specialized clinics (i.e.
occupational medicine,
rehabilitation medicine
and dentistry)

To add Thai traditional
clinic

To add a 30-bed ward
To support refer back
case from Nakhon
Pathom Hospital for
admission (simple
case)

24 hrs. ER

Palliative care service
and to set up health
network within urban
community

To have own
laboratory service
To become
training center for
doctor of family
medicine

To become
learning center for
continuing care
treatment

Workforce

3 of GP doctors or 2" year
medical intern

1 Family medicine doctor

To share specialized doctorsin 5
main service areas (1 doctor per
area) with Nakhon Pathom
Hospital

To share registered nurse for OP
and ER with Nakhon Pathom
Hospital

To share IP nurse in 2 wards (5
nurses per ward) and OT nurse
from Nakhon Pathom Hospital (7
nurses per ward)

To share facilitating staff for OP
and ER with Nakhon Pathom
Hospital

To have facilitating staff for 2 IP
wards (5 staffs per ward)

To share pharmacist and
pharmaceutical staff with Nakhon
Pathom Hospital

To share bed lifter with Nakhon
Pathom Hospital

To add 2 of 2ndor 3
year medical interns
To add 5 more
registered nurses for
additional ward and 7
OT nurses from
Nakhon Pathom
Hospital

To add 2 registered
nurses for OPD and
ER; the rest to be
shared with Nakhon
Pathom Hospital

To add 1 permanent
pharmacist and 1
pharmaceutical staff;
the rest to be shared
with Nakhon Pathom
Hospital

To add 1 more
family medicine
doctor

To share
laboratory staff
with Nakhon
Pathom Hospital
as OT staff
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e To share cleaning staff with
Nakhon Pathom Hospital

e To utilize same management team
with Nakhon Pathom Hospital

Health e Computer system which connects
Information with Nakhon Pathom Hospital and
System local health office/ MoPH bureau
of strategy and policy databases
Drug and e To use same medicine list with e Toadd: e Toadd services
Equipment Nakhon Pathom Hospital 2nd Fl.: 10 units on for private wards
e To share procurement with dentistry as training center
Nakhon Pathom Hospital 4th Fl.: additional e Car park building
e 12-floor building: units on rehabilitation of 300-600 lots
15t FI.: medicine dispensing room, and Thai traditional
ER, First aid/ injection room clinics
2nd - 3rd Fl.: OP examination 5th Fl.: 1 additional IP
rooms ward
4t F|.: Rehabilitation and Thai 10th Fl.: additional
traditional clinics 5t-7th FI.: IP units on occupational
wards medicine clinic
8th-oth F|.: IP private wards e 8-floor nurse
10t Fl.: Occupational medicine dormitory building
clinic (100 units)
11" FI.: Back office e Doctor dormitory (20-
12t F|.: Meeting room 40 units)
Financing e Toreceive UC capitation (OP/PP)

based on urban population, direct
reimbursement on IP with DRG
guidance, CAPEX and depreciation
budget from UC

e To be under the management of
Director General - Nakhon Pathom
Hospital (including financial
management aspects)

e To separately manage the budget
from Nakhon Pathom Hospital

Governance e To manage Contracting Unit for
Primary Care (CUP) in urban area
with Nakhon Pathom Hospital

e To coordinate with local
administrative unit regarding
budget and other supports

Table 1: Number of medical service receivers in Nakhon Pathom classified by the
type of health insurance scheme

-UC 597,343 |- UC

ppl. 220,624 ppl.
- CSMBS 67,996 |- CSMBS

ppl. 27,561 ppl.
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- Social Security

- Social security (Nakhon Pathom Hospital

171,522 ppl. 53,731 ppl.

- Aliens 2,434 | - Social security (other hospitals)
ppl. 171,522 ppl.

Total 839,295 Total

ppl. 473,438 ppl.

(As of September 2014)

Table 2: Number of medical staff of Nakhon Pathom Hospital (as of June2015)

classified by field of profession

Doctor 112
Dentist 21
Pharmacist 47
Registered Nurse 610
Technical Nurse 26
Medical Technician 27
Others 1,026
Table 3: Number of beds in each specialty of Nakhon Pathom hospital
1 | ICU Surgery 8 9 8
2 | ICU (Neurosurgery 8 8 8
and brain surgery)
3 | ICU (Medicine) 8 10 9 1 Extra bed
4 | ICU (Pediatrics) 8 9 9 1 Extra bed
5 | Male Medicine 1 30 37 37 Canvas bed,
unlimited
6 | Male Medicine 2 30 49 49 Canvas bed,
unlimited
7 | Female Medicine 1 30 45 45 Canvas bed,
unlimited
8 | Female Medicine 2 30 52 52 Canvas bed,
unlimited
9 | Male Surgery 30 33 31 Canvas bed,
unlimited
10 | Female Surgery 30 32 30 Canvas bed,
unlimited
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No Type of room Register Actual Gener Privat Remark
ed bed al e
bed room room
11 | Male Orthopedic 30 39 36 3 Canvas bed,
unlimited
12 | Female Orthopedic 30 35 32 3 Canvas bed,
unlimited
13 | Obstetrics 30 46 40 6 Canvas bed,
unlimited
14 | Gynecology 30 36 32 4 Canvas bed,
unlimited
15 | Pediatrics 1 30 32 32 10 Canvas beds
16 | Pediatrics 2 30 40 40
17 | ENT and 30 30 29 1 Canvas bed,
Ophthalmology unlimited
18 | Private ward 1 20 18 18 | Shared room
19 | Private ward 3 20 20 20
(Monk)
20 | Private ward 4 20 20 20
21 | Special common 22 22 22
22 | Special 1 18 18 18
23 | Special 2 24 24 24
24 | Delivery room 18 30 30 24 beds and 6
extra bed
25 | Trauma surgery 30 32 30 Canvas bed,
unlimited
26 | Special 55 years 26 26 26
27 | Surgery 55 years 30 35 32 3 Canvas bed,
unlimited
28 | Special surgery 6t 19 19 19 1 room is out of
floor order,
1 Director's room
29 | Special surgery 7t 19 19 19 Included 2 VIP
floor rooms
Total 688 825 611 206
Exclude 18 delivery 670
beds

Table 4: Basic information of Nakhon Pathom hospital
Information Year 2014 (patient)

OP patients (per year) 757,946

Year 2015 ( 6 months )

(patient)
399,387
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Average OP patients (per 2,650 2,793
day)

IP patients (per year) 51,549 25,017
ER patients (per year) 66,975 34,126
Average ER patients (per 183 188
day)

CMI (Case mix index) 1.59 1.67
Bed occupancy rate (%) 99.56 100.75
Fatality rate (IP) 4.17 4.47

Table 5: Top 5 OP diseases of Nakhon Pathom Hospital

Fiscal year 2014

Fiscal year 2015 (6 months)

Type of Disease
1. 110 - Essential (primary) hypertension

Type of Disease
1. 110 - Essential (primary) hypertension

2. E11 - Non-insulin-dependent diabetes
mellitus

2. E11 - Non-insulin-dependent diabetes
mellitus

3. E78 -
metabolism
and other lipidaemias

Disorders of lipoprotein

3. E78 - Disorders of lipoprotein
metabolism and other lipidaemias

4. JO6-Acute upper respiratory infections
of
multiple and unspecified sites

4.N18 - Chronic renal failure

5. N18 - Chronic renal failure

5. E14 - Unspecified diabetes mellitus

Table 6: Top 5 IP diseases of Nakhon Pathom Hospital

Fiscal year 2014

Fiscal year 2015 (6 months)

Type of Disease
1. 080 - Single spontaneous delivery

Type of Disease
1. H25 - Senile cataract

2. H25 - Senile cataract

2. AQ9 - Diarrhoea and gastroenteritis of
presumed infectious origin

3. AQ9 - Diarrhoea and gastroenteritis of
presumed infectious origin

3. 080 - Single spontaneous delivery

4. K35 - Acute appendicitis

4,163 - Cerebral infarction

5.163 - Cerebral infarction

5. 150 - Heart failure

Table 7: Top 5 Surgery in Nakhon Pathom Hospital
Fiscal year 2014

Type of surgery Times
1. Cesarean section 2,154
2. Bone fixation 1,687
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3. Cataract 1,629
4. Tubal ligation 1,412
5. Appendectomy 1,382

Table 8: Top 5 primary cause of fatality
Fiscal year 2014

Fiscal year 2015 (6 months)

Type of Disease
1. J15 - Bacterial pneumonia

Type of Disease
1. J18 - Pneumonia

2.161 - Intracerebral haemorrhage

2.161 - Intracerebral haemorrhage

3.J18 - Pneumonia

3. N18 - Chronic renal failure

4,163 - Cerebral infarction infarction

4.121 - Acute myocardial infarction

5. E11 - Non-insulin-dependent diabetes
mellitus

5. B20 - Human immunodeficiency virus
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Table 9: Rate of referred patients from community hospitals in Nakhon Pathom
Hospital Fiscal year 2014 Fiscal year 2015 (6 months)
OoPD IPD OoPD IPD

Patien | Rate Patien Rate Patien Rate @ Patien | Rate

t t t
Kamphaeng 11,97 | 16.00 | 2,749 | 16.29 | 6,650 | 16.17 | 1,366 | 15.85
Saen 1

Nakhon Chai Si | 11,98 | 16.01 | 2,341 | 13.87 | 6,491 | 15.78 | 1,277 | 14.82

0
Huayploo 8,234 | 11.01 | 1,595 | 9.45 | 4,391 | 10.68 | 765 8.88
Don Tum 7,762 | 10.38 | 1,837 | 10.89 | 4,327 | 10.52 | 839 9.74
Bang Len 11,26 | 15.06 | 2,461 | 14.58 | 5,866 | 14.26 | 1,177 | 13.66
7
Sam Phran 13,11 | 17.53 | 3,301 | 19.56 | 6,960 | 16.92 | 1,562 | 18.13
1

Phutthamonth | 3,965 | 5.30 1,241 7.35 | 2,326 | 5.66 721 8.37
on
Luang Phor 4,037 | 5.40 736 4.36 | 2,293 5.58 386 4.48
Pern

Others 2,482 | 3.32 615 3.64 | 1,823 | 4.43 523 6.07
Total 74,80 | 100.0 | 16,87 | 100.0 | 41,12 | 100.0 | 8,616 | 100.0
9 0 6 0 7 0 0

Table 10: Number of patients referred to other regional health area
Fiscal year 2014 Fiscal year 2015 (6

months)
8,901 patients 4,619 patients
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C-3: Urban Nakhon Pathom Hospital PPP Project (follow up questions)

Objective: Development of urban hospital, including carpark, private ward and dormitory for medical
staff, to support the existing Nakhon Pathom Hospital.

Urban Hospital Facility:

Size of IPD: 90 beds

Size of OPD: 2,000 patients per day (to be confirmed)

Support infrastructure: Dormitory for nurse and doctor, carpark, additional private wards, cafeteria,
etc (to be confirmed)

Land plot: Land in front of existing Nakhon Pathom Hospital (57 rai or equivalent 91,200 sgm) (to be
confirmed)

Estimated CAPEX: Baht: to be confirmed

Estimated annual revenue: to be confirmed

Estimated OPEX and maintenance costs: to be confirmed

PPP Project Principles:

Public sector: provision of medical services and medical centre operations

Private partner: development and maintenance of medical centre infrastructure and medical
equipment, as well as provision of support services (security, housekeeping, cafeteria, laundry,
pharmacy - list to be confirmed)

Questions to clarify scope and costing assumptions:

1. Please confirm and clarify hospital infrastructure requirement: Is the infrastructure requirement
specifically cater for the Urban Hospital PPP Project or does it includes the requirement for existing
Hospital?

2. Size of OPD: Is 2,000 patients per day referring to an estimate for the Urban Hospital Project or for
the existing Hospital?

3. Please confirm assumptions and sources of information used to quantify revenues and costs
related to urban hospital operations:

e Total medical service receivers that will be treated in the urban hospital (classified by type of
health insurance scheme)

Average revenue (medical fee) per patient

Inclusion of other revenue sources (car park, cafeteria, pharmacy, etc)

Medical centre construction costs and inclusions (design, building permits, equipment, etc)

Medical centre operating costs and inclusions (main cost categories for medical, non-medical

and support services, including key assumptions & drivers)

Costs related to facility and equipment maintenance and replacement
¢ Please identify costs and expenses that will be directly covered / shared by the existing Nakhon

Pathom Hospital (medical, non-medical and support)

4. Please confirm and clarify private sector’s role and scope of services: What services have to be
provided by the private partner (construction and maintenance, equipment procurement and
service, carpark, dormitory, pharmacy, etc)?
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C-4: Responses received from DMS [Translation]

LLuuﬂaumwil'aga'lumeﬁwumauL'1|mm‘fnﬂmeéww_uﬂ
Questionnaire for the Scope of PPP Project

Ay o &L oA o s v o o N . ¥ = vy o oy
LLuumumuuvmemmumemqﬂ?:mﬁ'Lumimum'aHammun'mLmﬂw"iﬂmmimunm ﬂ?m’\ﬂi"ﬂﬂ‘llﬂ&ﬂﬂtﬂﬂﬁ:ﬁmilﬂluwml’ﬂ@Qmﬂlﬂu

The objective of this questionnaire is to gather critical information for the development of Business
Case for PPP Hospital in Thailand. Please fill in the details on the following topics.

Falasanis  lasenisgudnisunmeianisnansunisunng

Project Name DMS Medical Complex

damasiansan

Considerations

1. snwnizuazaunsresiassnisiidesnns Overall Project Concept

1.1 Smguszacdaesiasenisfidiaanns

Objectives of the Project

anANuuednuAzsrazina1sanas1asdthelulsanentna/anntiueednsunisunng

To reduce congestion and waiting time of patients for hospitals/ medical institutes under the
Department of Medical Service

N ¥ 2 o YT SR o o -
LWNﬂWi‘LﬁIWGJ‘Uﬁ‘ﬂ’\i‘l‘MLLﬂQﬂ’me\iEEN"WNINWEI'YLI’W@/@ﬂ?UuTEﬂﬂiNﬂWiLLWW?J

To increase access of referral patients to hospitals/ medical institutes under the Department of
Medical Service

dnauazaInaueliiilae foeiznisglununatiafiee

To provide convenience to patients under a special clinic's services

P . y o o o P o o = ) -
Wafluunasse i Nu‘l_l'@\?@’]SJ'W?ﬂuﬁiﬂi‘ﬁﬂiiﬁiﬂ‘ﬂiﬂuﬂﬁiﬂﬁLuu\‘i’]um’]@Jﬂ’]iﬂ‘ﬂ“ﬂ‘ﬂ\iﬂu’m\ﬂuLL@ﬁuIﬂUﬁFJ“ﬂﬂﬁﬂiNﬂﬁﬁ‘LLWVlEI

To generate higher income to be utilized further in Department of Medical Service's projects

asapsatnaatiuayulnnenuna-aatawnTuszAuan-nans Widng Medical Hub

To support hospital network as well as small-medium private clinics network, moving toward
medical hub

HugudBaui-ausussunmnggiu JCI-DNV GL

To act as a learning and training center under JCI-DNV GL standard

dasa . L. ,
ialiiinanAuA1 lunslEnSnensIasvtiasay

To maximize the utilization of medical resources

iNeauaulyefgssangy

To support the government's policy on PPP

1.2 aunaaslsanenung (Hes)

Size of the Hospital (Number of beds)

OPD 15 aafia (Auiiunissauiulnelsanenina/anntiuditnnsunisunme

OPD 15 clinics (co-partner among hospitals and medical institutes under Department of Medical
Service)

ER

IPD 200 s (eadien)

IPD 200 beds (private room)

Ambulatory 50 s (esfian+fiessam)
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Ambulatory 50 beds (private room + shared room)
- 1CU 20 i#ien

ICU 20 beds
- OR 20 fiaq

OR 20 rooms
- ledies 20 vidos

Hemodialysis center of 20 units

o o
- NAIARDA 5 NN

Labour and Delivery Unit 5 rooms

- JIUANTIH 10 UU9El

Dentistry 10 units

. ,
1.3 dnmnzaesennis (Srusuduenisaesinsanismsnzas)

Building design specification (e.qg. low/ single level building or multi-level building)
- gamnsge
Tall building
- dawiRnunuiiieans
Sufficient number of elevators
- fouladevludu OPD

Escalators in the OPD floors
1.4 dnmnisifeanisau 7 (Wsnszy)

Other design specification/ requirements (Please specify)

- 1lsenanaae wasunaaen Snendannian

Energy saving, using alternative energy, and environmental-friendly facility

- #Hostel dwsunniviefilasedmdningansaa 50 tes

Have a hostel of 50 rooms to accommodate patients’ relatives or patients from other provinces

P P

1. dwraesiuidass Characteristic of Project Location
2.1 fiuddmindasnield Aeiiln

Is there any land available? Where is the recommended site for the project?

- fohifl pondluiiaaniianlnin uazlnAnesiou Vfdﬂmﬁuu,@mmmm i sunszafin ey AR wazew 2

No specific land for the project at this moment; proposed location to be near skytrain/subway
station and highway, i.e. area such as Rama 9, Ngam Wong Wan, Taling Chan, or Rama2
2.2 duiipusssnsitelinssdvsnausedln

Is it a public land? Who has the land ownership?

o da Yy oo =
- enmudaminu Taulifudsdugalaganig 20-30 1

Private sector to find the land and transfer to the state at the end of the project (20-30 years)
2.3 sunresimuiluswaurinla

What is the area size?

- 5-10 13

5-10 Rai or equivalent to 8,000 - 16,000 sgm.

a0 &

2.4 TanernailndAesnnindisaialasanisAelsmennale dueeiuinuidaunlé / depending on the location

Based on the identified location, where is the nearest hospital?
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3. nstimmensunnenaniiueesiasnis (Usaneiresunne V)

Required medical services for the project (Please put v)

UAUD
Medical Department

MUY
Specialties

Suilu

Required Not Required

Taiduily

Medicine
@1&_Iiﬂ§iu

® General Medicine / Acute admissions

O

® Elderly Care

X

® Respiratory

X

® Cardiology

X

® Neurology

X

® Gastroenterology

X

® Nephrology

X

® Dermatology

X

® Rheumatology

X

® Cardiology

X

® Hematology

X

® Oncology

X

® 3u 4 (Tsaszy Other (please specify)

0

Women and Children

< o
IANLAZ AT

® Obstetrics

X

® Gynecology

X

® General pediatrics

X

® Neonatology

X

® 3u 5 (Tsaszy Other (please specify)

O

Surgery

LGEUEEHY

® General surgery (Gastrointestinal,
Breast, Vascular)

X

0 T T T T N O O

® Orthopedics

X

® Urology

X

® Ear, Nose, Throat

X

® Ophthalmology

X

® Plastic Surgery

X

® Maxillofacial

X

® Neurosurgery

X

® Cardiothoracic

X

® 5u 4 (Tkaszy Other (please specify)

O

ojoooooooo

Acute services
AU

® Accident and Emergency
= Resuscitation (Red)
= Majors (Amber)
= Minors (Green)

X X KX

ooo
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UHUN VYA 3uilu Taiduihu
Medical Department Specialties Required Not Required
® Anesthetics and intensive care -
® 3y 4 (1saszy Other (please specify) 0 O
Rehatziylitation Center ® Rehabilitation unit 0
g ® Acute stroke unit -
® 3y 4 (Isaszy Other (please specify) 0 O
Radiology ® Ultrasound/ X ray/ CT/ MRI -
NI
;Allid'ed Prdpfessionals ® Physiotherapy 0
e ® Occupational Therapy O
® Dietician O
® 3u 4 (Tsaszy Other (please specify) O .
PTarmazcly ® |npatient Pharmacy m
e A ® Qutpatient Pharmacy O
Laboratories ® Biochemistry, Hematology, Blood Bank 0
® 3u 5 (Tsaszy Other (please specify) O .
Other O U]
(please specify)
uwundu q (Tilsaszy)

4.  nsdpassiunuazdssunamnuazaanindaniuredlasinis (Usannedeaang v uarilsnlfineazBanifinimy)

Required hospital facilities and convenience (Please put v and please provide more details)

9 A a0 P 1o o
NFAATIINHNUASAINHIYANNASAIN il Naiguilu

KLY
Hospital Facilities Required Not Remarks/ Notes
Required

Tssewns Cafeteria O

Wewnindmiuuwnd Doctor's lounge O

Weudniau Playroom O

AuBAT0 O Tsassydruauivensanineants ~1,000

Carpark Please provide the required number of
parking lots. ~1,000 parking lots

Howindmsuminau ] Tsassysaudeiidesms 20 +oq

Staff accommodation Please provide the required number of
rooms. 20 rooms

HosdmSumsFeumsaeu Aneusy nagise O

Teaching, training and research

center

Woalszam/Fuwn O g5 400 au

Conference/ meeting room For 400 people
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specify)

madaasritufinazassnnennuazain duily Taisuilu MG
Hospital Facilities Required Not Remarks/ Notes
Required
qudnsmansiln] Rehabilitation U
center
g msuiud U]
(9 Puazannde o)
Commercial spaces (e.qg.
convenience store, pharmacy)
ey a (Msaszy Other (please (] wauelng/ Hosesniaime/ aih

Thai massage/ Fitness/ Spa

5. anugnunsalunissesiufilheresiasanig

Project Capacity
5.1 nwaanaesijiles Patients profile

Yo oo P 4
o Qi“].l'}.liﬂ’]ﬁ‘/@ﬂﬂ']lﬂ’\ﬁﬂﬂﬂ Al

Target customers

v ‘ e L F S vy
- EHQHQWHNMLEG (’Wuﬁﬁﬂ’luﬂi&m’liLLWWENEH’!ENQNHL@@E fﬂt)A] T@\?aﬂ’JEWﬂMNm)

Patients who paid by themselves (accounted about 35% of Department of Medical Service's

total patients)

Y s oy ' P oA
- aﬂ'}ﬁ@mﬁ“ﬂ’li’l”ﬂﬂ'\i [EAIULNY

Patients with Civil Servant Medical Benefit Scheme (CSMBS), but paid the excess amount

- filetlsviwenTu

Patients that have private insurance

o Xl S sy o
o mmuaﬂwu@ﬂmaﬂm@ﬂ'ﬂmmmaimiu

Please provide the estimated total outpatients to support per year.

- 1828 1,500-2,000 AUARTY

Approximately 1,500-2,000 patients per day
o duufihelusdndelfifesniresiy

Please provide the estimated total inpatients admission to support per year.

- 1931 20,000 admission siedl

Approximately 20,000 admissions per year

o Sunuiuegaacfibelundusall

What is the patient’s average length of stay in hospital?
- 60,000 jusiatl (3 4use admission)
60,000 days per year (3 days per admission)

o o P
o ARTINNTATANLALNIRAL AT

What is the average bed occupancy?

- 80%

o Z 8 oo e Sy
5.2 muquﬂjumwmqﬂmmmimmmqmmwmwanmewuﬂﬂuimaMi

Minimum number of specialized medical equipment and system to be used in the project

ﬂuazﬁm 511&’31&%1&9%1
Key item Minimum
no. of
unit

a v
NNUNAYADTIHIE

(vn)
Estimated cost
per unit (Baht)

ol uumunla

For which area of

specialty?

KLY
v [
(‘58‘l,.l?ﬂﬂﬂﬂaﬂ1iﬂﬂﬂ1~i‘lalﬂﬂﬂﬂ1ﬂuﬂﬂ)

Remarks/ Notes
(Desire for outsource?)
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CT

MRI

X-Ray

Ultrasound

EMR - PAC system

szuu I T aaq/ 1T
system

e (Tsaszy)
Other (please
specify)

6. madnassuihfivazanaiuinTeussndniaiguazmaenay (IWseinasemng v uasldsnliisuaziBaniiudin)

Allocation of responsibilities between public sector and private sector. (Please put v and please provide

more details)

lszianienssu
Type of activities

a3y

Public Sector

MANTH
Private Sector

awdRamiy (szymndesmsdadiayanameamen)
Comments (Desire for outsource?)

minsaaazIdie Isa

All clinical and diagnostic
services

O

fﬂiﬁﬂullﬁg?]ﬂﬂﬂiil

Teaching and training

msusmsvamsnaly

General management
services

UHUNAAD AN
Helpdesk Services

MIVIMIAL0IMS
EAl
(voadihonazynnaniouen)

Food services
(patient and non-patient)

MIYPLUANNNATDIA
Housekeeping services

va £ 9
MIYNITALTONT

Laundry / linen services

msrhanuazern (wu i lavsou osda
4a)

Cleaning services (e.q.
general area, operating
theatre, etc.)

mMImvAveL YD Ty
(i1 veuFemamsumng, vezia'lal,
= o d a
voaiian, veududuiy)
Waste disposal
(e.q. clinical waste, non-
clinical waste, sharps, toxic
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Usziandonssu Msy MAPNTY anwdaniy (szymndesmsdadisynnameen)
Type of activities Public Sector Private Sector | Comments (Desire for outsource?)
waste)

Sruma TuTaBansaumetiazmsaoas |

Information and
communications technology
(CT)

3 9 (Tsaszyy)

Other (please specify)
3:1mmﬁmﬂuu/ medical records
CT, MRI, X-Ray, hemodialysis

o
X X
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8. fayan1ansiiu
Financial Information
®  ali
Revenue
- dezanunieneiu 1,000 - 1,500 guwunn sed)
Estimated revenue of Baht 1,000-1,500 million per year
- muazduneslpssaieneliludaqiiu

Details of current revenue structure

- melfiedaselunsliinslutaqiiy (Eihelu waziihouen) wazdammedulnsetisese|Fiadaser
Average revenue per head (OPD vs IPD) and growth rate for revenue per head
- dszanaunisaanudiesnislunisl$iEinng wazanuaunsn/mnudnlalunnssnefieldiEnns (m?}"wiﬂﬁ';)

Forecasted demand for medical services and ability/ willingness to pay for the service (average
per head)

= P o . o =
- eazidanvesneliay iy AdiuazAtRens ‘luﬂfﬁuu (11NN)

Details of other income at present (e.g. rental and parking fee rate) (if available)

o lfanauarRuawu
Expenses and investment
= P ey o o P (Ao 4 &
- Tﬂﬂ@:tﬂﬂﬂﬂﬂl‘ﬂ@’]ﬂluﬂ’]iﬂﬁLuud’mi"]ﬂﬂ“ﬂ’aﬂi‘ﬂw&l’m’]@ ImﬂLL?;Iﬂ‘]Jizm‘Vlﬁ’mﬁQuﬂNuLLﬂi‘ LazdIUNAIN

Details of the hospital's annual operating expenses by category (including variable and fixed
expenses)

- Anlfanalunisingeinwidusiwinle (Lﬂuﬁmmwﬂiﬂmmﬁiﬂ%dwﬂ“lumic%wLﬁumuﬁvwm)

The amount of the hospital’s maintenance costs (as a percentage of total operating expenses)
- 10%

- RMUIUTBIYARINT (WANE NELIA LL@:L%W{LW%}) TunsAineu waztszanninisAnliane1esyaainsiaingnn

Number of operating personnel (Doctors, nurses, other staff) and the respective average annual
personnel expenses

- 40% vesenlEanelunisanBunuiiun
40% of total operating expenses
- ﬂ?:mmmimmmmmﬁumnummim&mi
Estimated size of project capex based on the proposed size and services of the project
- 1,000 &ruum
Baht 1,000 million
- dszanunisdnsninlegrs 10%

Estimated profit margin of 10%

sy d
9. fayafudug
i
Other information
4oy e da y o .
o luilassiu Aeyaresniaentuiianunian Anudsatiny dsraunisal uazannuaula
d s ve = dx . ¥ o w s o e
anduganfinlasinsmunnasguiidiestassnisionunld wiiels Amausesniaensudananaininiesvinle
TngAnflsiivnnuanssamamailauazamalasanig fasanialunsdnassaaades nsdamtuyu uasdeantiaanzniedu 1 1edasenis

Preliminary, is there any information on the availability of private sector skills, experience and
interest necessary to undertake the project and deliver services to the required standard? How
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many parties of such private sector are available given the technical capability and project scale,
constraints to risk allocation, financing, and other specific project features?
Ussinmenguiiaulaasyu/ Group of private sectors that might be interested upon investing in this project

- Health care operators group
- Constructor group
- Insurance provider group

Fratnslassnsisniiunisudedszauawdnse/ Examples of successful projects

- Audlemn Tsesweninawaanilszainig (301539 anangutn

Metta International Eye center, Sukhumvit branch

- Daanenunafsss Tasmisnsnagos

Siriraj Piyamaharajkarun Hospital

- Audnsunnd@nas lanenunansnius

Queen Sirikit Medical Center at Ramathibodi Hospital

- AudnawwndeiWend anguwmdaan uinanensuidasu

Sriphat Medical Center, Faculty of Medicine, Chiang Mai University
e ydnmsuazimaua/ principle and rationale

e il o » o o o My
naunsuneiilzanenunarna lwgndanud@eamanataiusazaniieniznisludadn laun

Toanen11a9193T wk wgR-uEing yaaasn lawanaidndu wuiunszanuazde lsawenunaundndngsil wuGedsaainnsinanu wazgAdnianiau

Tsanenunamnanszaning (3alsTa) wudiudneinen ssnanunaassd annfufnuiasnfiamsdi annfuszdaiang annfulsafanids anntiulsansasen

s

annfuilszamingn aounganstigeany ao1iuining annfunend lsmeiunauazaniiusingnuenainaziudestialsawnizn digeenndudeuudn

finsnAnung-neunalemEnmatadna nueilElaaeing @edu unfunsnwdludwaunninlifiannuueds uazaindesyadiniinnismwud 3s-

50% 209filaeanefued 30% {uAvssonng 10-20% Andilerdudian uay 10-20% \fuAnsiinmes

>

stundniEnisglunuiivn Inaynlsenanuna/anniu wiganuaesusazuisnauiy lpeimuneaniBnisiigendnlsnAuspinduentu

aginlfingudnetuieua@ntssnisndradowiu amnsadaniniiznisivennnsazaon uazazinliinauuednlulsmenina/anniundnanas

2 9o A ye o o = &
qmﬂlmﬂqamﬂimu@ﬂwmmammmmuimmmmimqmmmu

Department of Medical Service has many large specialized hospitals in various field of medical services;
for example, Rajavithi Hospital is specialized in Obstetrics-Gynecology and ENT, Lerdsin Hospital is
specialized in Orthopedic, Nopparat Rajathanee Hospital is specialized in Occupational Related Diseases
and Emergency medicine, and Mettapracharak Hospital is specialized in Ophthalmology. Additionally,
other specialized hospitals/ medical institutes expecting to be co-partners under this project included
Priest Hospital, Queen Sirikit National Institute of Child Health, National Cancer Institute, Institute of
Dermatology, Central Chest Institute of Thailand, Neurological Institute and Hospital, and Institute on
Drug Abuse Treatment. Producing competent and specialized doctors, these large hospitals are able to
provide treatments for complex cases for both walk-in and referral, thus, being overcrowded with
patients. The data showed that 35-50% of the patients paid by themselves, 30 % under CSMBS, 10-20%
under Social Security and 10-20 % under Universal Coverage Scheme.

Hence, if combining the specialties of those hospital under one roof (excellence center) charging higher
medical fees than normal hospitals (yet lower than private hospital), it could provide more convenience
to those who are able to pay on their own or those civil servants who could pay in excess, while
reducing the congestion from the main hospitals/ medical institutes (helping low-income patients to
have faster access/ services from the main hospital).

Private and Confidential 183



TA8575 - Piloting Public-Private Partnerships in Social Sectors

C-5: Medical Excellence Centre PPP Project (follow up questions #1)

Objective: Development of a multidisciplinary specialised medical services facility to provide complex
treatments by highly skills specialists

Medical Centre Facility:

Size of IPD: 200-250 beds (75,000 - 90,000 bed days)

Size of OPD: 1,500-2,000 outpatients daily

Support infrastructure: laboratory, pharmacy, hotel, staff accommodation facility, carpark, cafeteria,
training centre, conference room, etc.

Land plot: 10,000-15,000 sqg.m - availability in a suitable area needs to be confirmed

Estimated CAPEX: Baht 1 billion (to be confirmed)

Estimated annual revenue: Baht 1-1.5 billion (to be confirmed)

Estimated OPEX and maintenance costs: to be confirmed

PPP Project Principles:

Public sector: provision of medical services and medical centre operations

Private partner: development and maintenance of medical centre infrastructure and medical
equipment, as well as provision of support services (security, car park, hotel, cafeteria, laundry,
pharmacy - list to be confirmed)

Questions to clarify scope and costing assumptions:
5. Please confirm assumptions and sources of information used to quantify revenues and costs
related to medical centre operations:
e Total medical centre revenue estimates (revenue per patient by main specialty)
e Inclusion of other revenue sources (car park, cafeteria, pharmacy, etc)
e Medical centre construction costs and inclusions (design, building permits, equipment, etc)
e Medical centre operating costs and inclusions (main cost categories for medical, non-medical
and support services, including key assumptions & drivers)
Costs related to facility and equipment maintenance and replacement
e Please identify costs and expenses that will be directly covered by MoPH / DMS (medical, non-
medical and support)

6. Land plot availability and acquisition costs: who will be responsible for land acquisition and have
land acquisition costs been considered?

7. Please confirm and clarify private sector’s role and scope of services: What services have to be
provided by the private partner (medical centre construction and maintenance, equipment
procurement and service, carpark, hotel, pharmacy, etc)?

8. Are there any restrictions regarding revenue / profit sharing with the private partner?
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C-6: Medical Excellence Centre PPP Project (follow up questions #2)

Area Comments / Queries

Project Value / Project Cost

Project scope: no. °
of beds and no. of

Please confirm the Project involves the
development of 250 beds centre.

Info request list

e Justification of the
size requirement

assumptions

assumptions:

e Built area per bed

e Allowance for built area (circulation, walls,
utilities, etc):

e Ground Floor Area (GFA): Built area over no. of
floor

e Allowances for external services (cables, pipes,
landscape):

Parking:

o Will the parking be part of the building or
external?

e Key drivers include number of parking per bed
and area of one parking (in sgm)

Land cost per sgm is required in order to
compute the cost for the land

floor e Please provide the number of floor for this e No. of beds by medical
centre. This input is required in order to calculate department
the Ground Floor Area / land area for the Project. | ¢ No of floors
Land area e What is the estimated land area for this Project? 5 rai. Please provide
Has such information being computed? If not, further supporting
please respond to the subsequent queries below.
Land area: Key e Based on preliminary research, the computation e Built area per bed:
drivers / of a hospital land area requires the following 125 sgm

e Allowance for built
area (circulation,
walls, utilities, etc):
36% of built area

e Ground Floor Area
(GFA): Built area over
no. of floor

e Allowances for
external services
(cables, pipes,
landscape): 40% of
GFA

e Number of parking per
bed: 2.5 parking

e Area of one parking:
15 sgm

e Land cost per sgm:
Baht 45,000 per sgm

Development cost, | e
without equipment

One of the methods to calculate development
cost is to assume the development cost per bed.

e Arange of
development cost per
bed.

Equipment .

Please identify a list of major equipment
investment for the Excellence Centre

Number of patients

Total patients .
(volume) / capacity

Based on the information received, it is
estimated that the total patients for the
Excellence Centre will be approximately 30% of
the existing total patients for DMS (~ 789k
patients).

e Patients forecast by
specialties
e Qutpatients forecast
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It is critical to take note the following has to be

taken into consideration when projecting the

total patients:

e Capacity of the hospital / beds available for
each specialties

e Patients forecast by specialties (to match with
capacity and revenue projections as each
specialties will charged differently)

e Outpatients forecast

Revenue

Clinical revenue

Average Top 10 .
services

What are the major types of revenue / specialties
for the Medical Excellence Centre?

Total revenue forecast is also subjected to
average length of stay for the patients by
specialties

average Top 10
services revenue per
inpatient

average charge per
outpatient

Patients allocation for
each specialties
(inpatient and
outpatient)

average length of stay
for the patients by
specialties

Non-clinical revenue

Non-clinical e Please identify list of non-clinical revenue. e List of non-clinical
revenue e Please provide the composition of non-clinical revenue
revenue from the total revenue. e % of non-clinical
revenue over total
revenue
Others
Area | Queries Info request list

Existing operating .
expenses

Please provide the operating expenses of one of
the existing hospital under DMS which has similar
capacity with Excellence Centre.

Latest operating
expenses / P&L

Net profit margin .

What is the expected net profit margin for this
project?

Net profit margin
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C-7: Medical Excellence Centre PPP Project (follow up questions #3)

The following next steps have been discussed with the DMS representatives during the workshop
session on 30" Nov and 1t Dec 2015:

1. Demand assessment - justification of the Medical Centre capacity (number of beds) and types
of services offered based on the current demand at DMS hospitals. The key question to be answered if
planned capacity of 250 beds would be sufficient to meet existing demand (potential to attract 30% of
DMS patients) and future demand. Another question raised was the justification of the relationship
between the demand and the proposed hospital size indicated in item 1.2 in C-6 (e.g. ICU 20 beds,
hemodialysis center of 20 units, dentistry 10 units and etc)

2. PPP Project scope and business case - analysis of potential non-medical revenue sources that
could be available to the private partner and risk allocation between DMS and private sector

3. Financial forecast for the Medical Center -assessment of what level (if any) of the Government
funding (viability gap funding) would be required to make the PPP project feasible and bankable.
Development of a profit & loss projections for the Medical Centre will be required based on planned
medical services and more detailed forecast of number of patients (IPD, OPD, other medical related
revenue) as well as operating expenses (medical staff salary and other medical related expenses).

Based on the information previously received from DMS (no of patients from relevant medical services /
hospitals), the following template was developed in order to support the demand assessment and to
compute the number of patients by specialty. We were informed that the information on the number of
patients provided to us previously will need to be reviewed to ensure that it is up to date. Table below

illustrates the work-in-progress computation for the needs assessment:

Hospital Medical IPD (Actual) IPD (New Ave. no. of | OPD (Actual) OPD (New OP per day
Services - to be | Hospitah* | length beds - to be Hospital)*
reviewed of reviewed
stay

Rajvithi ENT 1,665 500 3 4 446,110 133,833 367
Nopparat ER 20,796 6,239 3 51 248,041 74,412 204
Mettapracharah

(Rai-king) Eye 7,000 2,100 3 > b 182,500 54,750 150
Lerdsin Ortho 19,593 5,878 B 48 613,385 184,016 504
Child institute Pediatric 9,724 2,917 ~C\ 24 373,100 111,930 307
Pathology X-Ray, Lab - A’V - 29,494 8,848 24
Dermatology Skin 253 CLAN 3 1 185,292 55,588 152
Neurological Neuro 3,94 |l @and2 3 10 226,846 68,054 186
Chest (CVT) CVT 40,15')__| 12,045 3 99 4,354 1,306 4
Dentistry Dental - - 3 - 100 30 0
Rehab

(Sirindhon) Rehab 368 110 3 1 106,611 31,983 88
Cancer Cancer 8,231 2,469 3 20 301,622 90,487 248

Psychiatry
Thanyaburi & narcotics 3,549 1,065 3 9 20,351 6,105 17
TOTAL 115,303 34,591 284 2,737,806 821,342 2,250
* Based on DMS' assumption to allocate 30% of the existing patients to the new Medical Excellence Center
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Appendix D - Extractions of Marshall Valuation Service Report

D-1: Overview of hospital by construction classes

November 2015 1" HOSPITALS

g | I == i-l

L TR

MARSHALL VALUATION SERVICE swiftestimator.com - building cost reports online
©2013 MARSHALL & SWIFT/BOECKH, LLC and its licensors. All rights reserved. 112013
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D-1: Overview of hospital by construction classes (cont'd)

HOSPITALS SECTION 15 PAGE 11

November 2013

77. LOW — AVERAGE CLASS C

SUMMARY OF ILLUSTRATIONS

67. The Excelient Class A with highly detailed exterior walls with good finishes.

68. — 71. The Good Class A general hospital has complete facilities and good exterior detail although
it is the interior, parti the ical and items, which have the largest cost variations
and may show it to be of lower or higher cost than the basic cost for good quality.

72. - 73. These appear to be Average general hospitals, but closer inspection may put them in the
upper half of that cost range.

74. - 76. The Average Class A or B is a plain building and may lack many of the interior details of the
Good quality.

77. Alow—Average Class C hospital, typical of many doctor owned hospitals.

74. AVERAGE CLASS A

MARSHALL VALUATION SERVICE swiftestimator.com - building cost reporss online
©20i3 MARSHALL & SWIFT/BOECKH, LLC and its licersovs. All rights reserved. 1172013
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D-2: Cost per unit area of hospitals and hospital basement

Class

Type

Exterior Walls

Marble, granite,
best metal and

Interior Finish

Plaster, vinyl and tile wall

Lighting, Plumbing
and Mechanical

*Oxygen, pneumatic

Complete

Cost/Sq
Metre
(USD)

Cost/Cubic
Foot
(USD)

Cost/Sq
Foot
(USD)

Excellent glass, highly surfaces, best ceilingsand  conveyor, sugngl, HVAC 4,998.91 38.70 464.41
. floors much automation
decorative
Sggi ;T;g:]ael ?r?r?'m Plasiarer drpnall, best oi:/ggnear: ;Y;fri;n Complete
Good ' ! enamels or vinyl walls, . ! 3,821.11 29.58 354.99
some A . pneumatic HVAC
. ceramic, vinyl, rubber tile
A ornamentation conveyors
Metal and glass, . - *Signal system,
concrete, brick D.rywaII, acoust|g ceilings, oxygen piping Complete
Average - vinyl and ceramic floors, Lo 2,932.01 22.70 272.39
panels, little . adequate lighting HVAC
. linoleum .
ornamentation and plumbing
Concrete panels, Drywall, acoustic ceilings, *Signal system, Complete
Low cost  brick, very plain, vinyl composition, adequate lighting HVA([; 2,253.66 17.45 209.37
small entrance minimum detail and plumbing
Marble, granite, Plaster, vinyl and tile wall *Oxygen, pneumatic Complete
Excellent  face brick, highly surfaces, best ceilings and  conveyor, signal, HVAE 4,894.18 37.89 454.68
decorative floors much automation
Slralgz ;Ttlgaaej tarri]ri Hlasisr er drpnall, best oi:/ggnear: ;Y;.tfén Complete
Good ' ! enamels or vinyl walls, . ! 3,748.78 29.02 348.27
some A pneumatic HVAC
. ceramic, vinyl floors
B ornamentation conveyors
Metal and glass, . - *Signal system,
concrete, brick D.rywaII, aCOUStI.c ceilings, oxygen piping Complete
Average - ! ' vinyl and ceramic floors, N 2,882.49 22.32 267.79
little . adequate lighting HVAC
. linoleum .
ornamentation and plumbing
Concrete panels, Drywall, acoustic ceilings, Oilgnear: S\i/sitr:zm, Complete
Low cost  brick, very plain, vinyl composition, ygen piping, P 2,220.18 17.19 206.26
S . adequate lighting HVAC
small entrance minimum detail .
and plumbing
Stone ashlar, best  Plaster, vinyl and tile wall *QOxygen, pneumatic Complete
Excellent  metal or concrete  surfaces, best ceilings and  conveyor, signal, HVAE 3,886.77 30.09 361.09
and glass panels floors much automation
Brick, metal and Plaster or drywall, best Oilgnear: sz/sit:m, ood  Complete
Good glass, stone, good  enamels or vinyl walls, OXygen piping, g P 2,911.12 22.54 270.45
! A lighting and HVAC
ornamentation ceramic, vinyl floors ;
plumbing
¢ mﬁl ?)?:cglass’ Plaster or drywall, oilgnear: S\ilsitnem’ Complete
Average ' L acoustic ceilings, vinyl or ygen piping, P 2,187.57 16.94 203.23
concrete, little . ) adequate lighting HVAC
. tile floors, some ceramic .
ornamentation and plumbing
Brick, block, tilt- Plaster or drywall, Adequate lighting
Low cost up, small acoustlg t.|Ie, V|r‘1y‘l apd plumbing, Complete 1,628.92 1261 151.33
entrance, very composition, minimum signal system, few HVAC
plain detail extras
Brick veneer, Signal system,
EIFS, good Plaster or drywall, enamel oxygen piping, good  Complete
Good 9 or vinyl, ceramic tile and Xygen piping, g P 2,768.50 21.43 257.20
entrance and . lighting and HVAC
. vinyl floors ;
ornamentation plumbing
Sglgg :teuncec%r'cw Plesiar e Gl Qr?(i%ﬁrfblilr?gtmg Complete
D Average - ] . acoustic ceilings, vinyl or . ! 2,089.18 16.17 194.09
siding with brick - - signal system, some  HVAC
. tile floors, some ceramic
or stone trim extras
Stucco or siding, féﬁﬂvftﬂ'cc’t?li'afifr{ :r?j qllfrfblilr? g Complete
Low cost little trim or - the, viny d piumbIng, P 1,577.57 1221 146.56
. composition, minimum minimum signal HVAC
ornamentation
extras system
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Type Exterior Walls Interior Finish Lighting, Plumbing Cost/Sq  Cost/Cubic
and Mechanical Metre Foot
(USD) (USD)

Metal or drywall, acoustic
Low cost  Insulated panels tile ceilings, vinyl
composition

Minimum general Complete

hospital facilities HVAC 1o5HE.23 e

Cost/Sq
Foot

(USD)

141.79

({11

Hospital basements

Type Exterior Walls Interior Finish Lighting, Plumbing Cost/Sqg  Cost/Cubic

and Mechanical Metre Foot
(USD) (USD)

Hospital finish,

Finished Reinforced Adequate lighting

Cost/Sq
Foot
(USD)

administrative and A Complete
general ;oncrete, plaster technical facilities and and plumblr)g for HVAC 1,646.78 12.75 152.99
hospital interior . hospital facilities
A-B services
- Heavy reinforced Outpatient finish, heavy Adequate lighting
(F)'Q'Shed concrete, plaster shielding, imaging and and plumbing for Ec\;/r;glete 1,943.12 15.04 180.52
interior radiation, some offices diagnostic facilities
Finished Reinforced ggril?:mtiilt:laqliigand Adequate lighting Complete
general concrete, plaster t . s and plumbing for P 1,175.00 9.10 109.16
. - - echnical facilities and - . HVAC
hospital or drywall interior ] hospital facilities
CDS services
- Heavy reinforced Outpatient finish, heavy Adequate lighting
(F)'S'Shed concrete, plaster shielding, imaging and and plumbing for E'c\J/rREIete 1,551.20 12.01 144.11
or drywall interior  radiation, some offices diagnostic facilities
Notes:

Hospital equipment

Group | equipment is permanent equipment, installed in or attached to the building, part of the general
contract, and included in calculator costs.

Group Il equipment is equipment often installed and becoming part of the real property, but typically
not part of the general contract, such as autoclaves, permanent surgical lights, imaging equipment,
etc.

Group Il equipment is movable personal property such as furniture, fixtures, instruments, etc.

Group Il and Il equipment is not included in calculator costs. These definitions are for the purposes of
this manual and do not conform entirely to Medicare or other divisions of hospital equipment.

Elevators

Base costs of buildings marked with an asterisk* include elevator cost. If the subject building has no
elevators, deduct the following from the base costs.

(ESH Grade Sqg Metre ($) Sq Foot ($)
Excellent 131.32 12.20
A and B Good 88.70 8.24
Average 60.49 5.62
Low cost 41.23 3.83
Excellent 66.84 6.21
C Good 42.19 3.92
Average 26.59 2.47
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Complete Heating, Ventilating, and Air Conditioning (HVAC)

Because of the higher requirements for hospitals and surgical Centres, the average heating and air
conditioning costs are listed separately below. The moderate climate cost is included in the base cost in
the tables. The basement costs include low quality HVAC. If a cubic foot cost is used, use one-twelfth
the difference shown to adjust the base cubic foot costs.

Sq Metre Costs ($) Sq Foot Costs (S)
Class Mild Moderate  Extreme Class Mild Moderate  Extreme
Climate Climate Climate Climate Climate Climate
Excellent 411.72 524.21 667.37 Excellent 38.25 48.70 62.00
Good 322.92 408.49 516.67 Good 30.00 37.95 48.00
A-B  Average 253.49 320.77 406.34 A-B  Average 23.55 29.80 37.75
Low cost 198.60 251.34 317.54 Low cost 18.45 23.35 29.50
Excellent 363.29 459.62 581.26 Excellent 33.75 42.70 54.00
Good 285.25 361.13 457.47 Good 26.50 33.55 42.50
C,D,  Average 223.89 284.17 360.59 C, D, Average 20.80 26.40 33.50
S Fair 198.60 251.34 31754 S Fair 18.45 23.35 29.50
Low cost 175.99 221.74 279.86 Low cost 16.35 20.60 26.00

D-3: General information - General Hospitals

The rules of thumb listed here should not be used for actual appraisals, but should be considered
budgeting guides and checks only. The costs in some cases are based on only a few construction
projects. They are presented here in conformity with Marshall Valuation Service's policy of furnishing
all possible information to the users of the Marshall Valuation Service, with the knowledge that they will
use the data with consideration for its probable degree of accuracy. Size and shape, Current Cost and
Local Multipliers should be used for adjustment.

The median area per bed in general hospitals is 1,225 square feet (113.8 square meters) with a typical
range of 630 to 2,425 square feet (58.5 to 225.3 square meters). Some large medical complexes with
extensive outpatient and wellness facilities will range up to 4,000 square feet (371.6 square meters).
Regional hospitals, particularly teaching, and newer hospitals with a high percentage of private rooms
tend toward the higher area per bed, while older public hospitals with more ward areas and investor
owned hospitals tend toward the lower side of the range. The following are costs per bed of completely
equipped general hospitals, including Group | and Il equipment, excluding extremes, at designed
capacity.

Classes Average cost (USD) Typical cost range (USD) Typical cost range after
local multiplier adjustment

(USD)*

AandB 575,000 313,000 -1,082,000 157,500 - 541,000
CandD 385,000 204,000 - 763,000 102,000 - 381,500

* Assuming local multiplier of 0.5 times
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D-4: Overview of parking structures (Picture no. 49 / 50/ 51)

GARAGES SEC"‘;:}, m(gg 3

49. GOOD CLASS B PARKING STRUCTURE 50. GOOD CLASS B PARKING STRUCTURE

54. GOOD CLASS D SERVICE

'
e e
=3

53. AVERAGE CLASS B STORAGE 55. AVERAGE CLASS C SERVICE 57. AVERAGE CLASS C MINI-LUBE

ML!RS}I.(LL VALUATION SERVICE
02014 MARSHALL & SWIFT'BOECKH, LLC and its licensovs. All rights reserved. 22014

D-5: Cost per unit area of parking structures

Class Type Exterior Walls Interior Finish Lighting, Plumbing Cost/Sqg  Cost/Cubic  Cost/Sqg

and Mechanical Metre Foot Foot
(USD) (USD) (USD)

* i -
Partial walls, Reading-level

Good brick or concrete, Unf|n|shed, ex;ept good lighting, .restrooms None 740.56 491 68.80
. office and service area and service
ornamentation A
A plumbing
rerel ek, *Low-level lighting
Average BUE, bloclf, Unﬂmshgd, siell) @iffee drains, minimum None 569.20 3.78 52.88
concrete, little and service area -
. restroom for office
trim
Partial walls *Readinglevel
B Good brick or concrete,  Unfinished, except good lighting, restrooms 696.75 4.62 64.73
) office and service area and service
ornamentation R
plumbing
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Class Type Exterior Walls Interior Finish Lighting, Plumbing Cost/Sqg  Cost/Cubic  Cost/Sq
and Mechanical Metre Foot Foot
(USD) (USD) (USD)
Partial walls, *Low-level lighting
Average eIe, e . Unfm'Sh?d’ sl eiffies drains, minimum None 540.89 3.59 50.25
concrete, plain and service area .
L restroom for office
finish
Low parapets,
Low cost precast frame Unfinished, minimum M|n|mum_||ght|ng None 421.63 2.80 39.17
and floors, extras and plumbing
minimum finish
Demountable Unfinished, some masonry  Low-level lighting,
Low cost  type, exposed shear walls, minimum drains, minimum None 394.72 2.62 36.67
steel frame extras personnel plumbing
S Demountable
Cheap type, exposed Unfinished, no extras M|n.|mum lighting, None 309.68 2.06 28.77
steel frame, cable drains only
rails
Notes:
Elevators

Parking structure buildings with elevators included in the base costs are marked with an asterisk*. If
none are found, deduct the following from the base costs for buildings on this page which are so
marked.

Grade | Cost/Sq Metre ($) Cost/Sq Foot ($)
Good 27.13 2.52
Average 18.19 1.69
Low cost 13.24 1.23

General Information - Parking Structures

The following are based on a cost per space and average area per space. The median number of stories
is 4, with 5 levels of parking and a range from 1 to 9 stories.

Area per Space
Low \ Average High
Sq Metre Sq Foot Sq Metre Sq Foot Sq Metre Sq Foot

28.8 310 32.5 350 40.9 440

Cost per Space (USD)

Average
9,900 14,500 21,500
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Appendix E - Questionnaire sent to Siam Commercial Bank

Questions for SCB
Overall view on the potential healthcare PPP project:

1. From the lender’s perspective, would you consider funding of the PPP project in social infrastructure
sector (hospital or medical centre)?

2. Based on the preliminary information below, please advise what issues you would consider relevant
for assessment of the project bankability:

Project A -Greenfield mid-size general hospital:

Project value: approximately Baht 500 million

Private partner's scope: design, construct and maintain hospital facility

Public sector scope: provision of medical services

Source of project revenue: availability payment from the government after hospital is operational
Project B - Specialized Medical Excellence center:

Project value: more than Baht 1 billion

Private partner's scope: design, construct and maintain hospital facility. Option to participate in
provision of medical services (TBD)

Public sector scope: provision of medical services

Source of project revenue: cash flow from hospital operation with additional funding provided by the
government (TBD)

3. Has SCB financed PPP projects in the past?

4. Would you consider funding of several smaller project of similar nature under a single PPP contract
(ie. bundling rural public hospital facilities of similar size in different areas) as compared to a single
project?

5. How do you assess current interest of private investors and lenders to participate in Thai PPP
project?

Funding structure:

6. What would be the minimum equity investment? Are there any other mandatory requirements for
private investor?
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7. What facility and tenor could be available if PPP contract is signed for 15-20 years?
8. Is there a minimum / maximum funding amount?

9. Please advise on standard fees structure (arrangement and commitment), rate structure and current
margins.

10. What is the minimum ADSCR if project is funded by the government?

11. What is the minimum ADSCR if funding repayment is linked to operational cash flow/commercial
revenue?

12. What are the main risks when lending to PPP project funded by the government?
13. What would be your required security, if any?

14. When financing the PPP project, what would be your view upon having the government budget on
availability payment subjected to Cabinet's approval on an annual basis given the PPP contract has
received prior Cabinet's approval?
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Appendix F: Medical Excellence Center preliminary financial projections

Figures in Baht ‘mil

Revenue

Clinical revenue

Inpatients 1,747 5,355 - - 210 215 220 226 231 237 243 249 255
Outpatients 5,819 18,966 - - 601 629 657 687 719 751 785 821 859
Total Clinical Revenue 7,566 24,321 - - 811 844 878 913 950 988 1,029 1,070 1,114
Non-Clinical Revenue 1,513 4,864 - - 162 169 176 183 190 198 206 214 223
Total Revenue 9,080  29.185 - - 973 1,012 1,053 1,096 1,140 1,186 1,234 1,284 1,377
Operating Expenses (7,945)  (25,537) - - (852) (886) (921)  (959)  (997) (1,038) (1,080) (1,124) (1,170)
EBITDA 1,135 3,648 - - 122 127 132 137 142 148 154 161 167
Profit for the Year 1,135 3,648 122 127 132 137 142 148 154 161 167
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Figures in Baht ‘mil

Revenue

Clinical revenue

Inpatients 1,747 5,355 262 268 275 282 289 296 304 311 319 327 335
Outpatients 5,819 18,966 898 938 981 1,026 1,072 1,121 1,172 1,266 1,281 1,340 1,401
Total Clinical Revenue 7,566 24,321 1,159 1,207 1,256 1,308 1,361 1,417 1,476 1,537 1,600 1,667 1,736
Non-Clinical Revenue 1,513 4,864 232 241 251 262 272 283 295 307 320 333 347
Total Revenue 9,080 29.185 1,391 1,448 1,507 1,569 1,634 1,701 1,771 1,844 1,920 2,000 2,083
Operating Expenses (7,945)  (25,537) (1217) (1,267) (1,319) (1,373) (1,429) (1,488) (1,550) (1,614) (1,680) (1,750) (1,823)
EBITDA 1,135 3,648 174 181 188 196 204 213 221 231 240 250 260
Profit for the Year 1,135 3,648 174 181 188 196 204 213 221 231 240 250 260
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Key Assumptions:
Inpatients:
Total no. of beds in service: 200 beds
Average length of stay per admission: 3 days
Average occupancy rate: 80%
Inpatient charge per day: Baht 10,000
Outpatients:
Number of outpatients per day: 1,500
Percentage annual growth: 2%
Outpatient charge per day: Baht 1,000
Profit Margin: 10%

Note: The financial projection is for illustration only. The key assumptions above are preliminary as no

detailed information / inputs were provided in order to compute the financial forecast.
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Appendix G - Reports, presentations and workshops materials

Reports

1 Inception Report July 2014

2 Mid-Term Report June 2015
Meetings and presentations

3 Training Workshop for MoPH PPP in the Health Sector 28 August 2014

4 Inception Report Presentation 29 August 2014

5 Introductory Meeting with Ministry of Education 7 November 2014
6 MoPH Working Group Session 4 December 2014

7 Education Sector Workshop 16 January 2015

8 Interim Report Discussion with ADB 5 March 2015

9 MoPH PPP Workshop 7 April 2015

10 ADB / MoPH Working Session 27 May 2015

11 Update Meeting with ADB / MoPH 8 June 2015

12 Revised Work Plan Meeting with MoPH 1 July 2015

13 Legal briefing (SPI) 21 July 2015

14 Meeting with MoPH: MoPH PPP Unit website content August 2015

15 Update Meeting with ADB 28 August 2015

16 Project Update: Simulation Study Options 4 September 2015
17 Discussion with SEPO 9 September 2015
18 Discussion with Bureau of the Budget 10 September 2015
19 Update meeting with DMS 30 September 2015
20 Update meeting and workshop preparation with ADB/MoPH 1 October 2015

21 Meeting with Construction Companies 15 October 2015
22 Final Report presentation November 2015
Workshop materials

23 Workshop material Session 1 24t /25t November 2015
24 Workshop material Session 2 30" November / 15t December
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Appendix H - Global Health PPP case studies

Victorian Comprehensive Cancer Centre (VCCC)

Victorian Comprehensive Cancer Centre

Deal Value 1.2B USD (26% Debt / 74% Equity)

Financing State / Local Government for Equity and Banking

Partners Consortium for Debt
» Design and Construction of the Facility

7 » Service delivery over the Concession Period

R » Further Expansion of the Facilities
» Better Value for Money

Why PPP Was  « Alignment with Government Policy

Chosen » Private Sector Efficiency
» Risk Sharing
» Site Risks
+ D&C Risk

Transferred + Commissioning

Risks » Operational
» Tax
» Finance Risk

. *  Optimised Asset Utilisation
Innovation A (Tt . .
3 » Commercialisation of core public services

Achieved
Payments on a monthly basis, based on the actual

Payment design and construction completed. Ser\{lce

N payments made for the cost of construction,

Mechanism - L N .
delivering the service, interest service, and equity
return

Government contribution:
Government
Purchaser
Government .
c sp g Project Co
ontribution

Senior Debt — Private Banks

Equity — Private

Private and Confidential 201



TA8575 - Piloting Public-Private Partnerships in Social Sectors

PPP contractual structure

-—-FM Subcaontractor Direct Deed

Builder Direct Deed

o= Fmnancier Direct Dead--smeeemme—--- =

State of Victoria

Project Agreement

Independert Revi o]

Plena
@ Im ry — Equity Subscription

MNAB. TA IFM. Syndicated Shareholder Agreement
Mizuho, Bank of Tokyo Agresment Project Management
Mitsubishi UFJ, UCB
Project Co
Plenary Health (CCC) Pty Ltd
Indepandent Certil |
P Deed ——
FM Subcontrack A
_______ Interface | ontra Consultant
Grocon / PCL Joint Venture Agresments
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Biosciences Research Lab

Biosciences Research Lab

Deal Value 0.2B USD

E:r?:::,';g Banking Consortium for Debt
PPP + Design and Construction of the Facility
e a— Service delivery over the Concession Period
9 « Financing of the Project
«  Whole of Life Efficiencies
» Improved Asset Quality
wgi CP)EoPsen « Scientific interface
+ Risk Sharing
— + Design Innovation
State La Trobe University
represented by the Minister for Agriculture and i nted by the Vice Chancellor and . i i
s the Mir’:lslel lolIMajur Pr‘:jgects) (ep:r::idant n\;l:]-"f:n ll:w:resily)a . ElggngligkRISk
+ Commissioning
| ;::E:ferred » Accreditation Risk
Project Steering Committee / O Operational
Joint Venture Board « Tax
» Finance Risk
Evaliatian Eane e » Collaborative Science Support
Achieved « Commercialisation of services
» New opportunities to access research funding
; ; . Payments to be made over the operating phase of the
Commercial Sub Panel I ’ Technical Sub Panel I ‘ Services Sub Panel I hPAZ)::rQ::::sm project in the form of a QSP, with an allowance for the

capital cost and facilities maintenance.

PPP contractual structure

The State
(represented by the
Department of

Joint Venture La Trobe University

Primary Industries)
75%

Financier Direct Deed

T

: Builder Direct Deed :

L]
: State Support Independent :
3 Deed i i :
: . Licences / Reviewsr Independent Reviewer .
: Project Tenure Agreement (Phillip Chun & :
: Agreement Arrange- Associates) H
H ments :
: :
H L]
: = H
i Builder 0 O ——— Project Co [ F“;,'f,‘,’::f,?;?ﬂ"“‘ :

(Grocon) (Plenary Research)

(Honeywell Limited)

jSeeeecsececccccccsccccaccnccssactanaanas

Construction Contract Facility Management
Subcontract
[N:gavr\:'gsetr:ac """"""""""""""" Equity Provider
CBA, BTMU) | (Plenary Group)
Finance and Security Documents Shareholder Agreements
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New Royal Adelaide Hospital
New Royal Adelaide Hospital

Deal Value 2.7B USD

Financing Banking Consortium for Debt / PPP Consortium,
Partners Bank Group for Equity.
+ Design and Construction of the Facility
PPP « Service delivery over the Concession Period
Arrangement  + Contracting out of Hospital Services to sub
contractors

Whole of Life Efficiencies

Why PPP * Improved Asset Quality
Hospital Was Chosen » Risk Sharing
e Equipment, « Design Innovation

= furniture
Internal Services

Roads : * Planning Risk
- £ + D&C Risk
G d Hospital T f d . C P
T anae ransferre ommissioning
) Risks * Operational
Waste z Car park + Tax
5 - Finance Risk

: — 28 7 et « ICT integration
Pest control 1 ICT and . i
T — hidilieed . E:tli)::f Zupport Services

Payments to be made over the operating phase of the
Distribution of finen Payment project in the form of a QSP, with an allowance for the

and other supplies

Orderly TR q
services Mechanism capital cost and facilities maintenance.

PPP contractual structure

_______________ Council

Sponsor l

(Equity)
Special Purpose
A Vehicle (SPV)

Financiers
(Debt)

Operator /
Contractor Maintenance

Contractor

Designer Subcontractor
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Midland Hospital
Midland Health Centre

Deal Value 0.4B AUD (Construction)— Government Funding
Elnancmg State and Commonwealth Funding
artners
+ Design and Construction of the Facility
PPP « Transfer of patients from existing facilities
Arrangement « Service delivery over the Concession Period
+ Clinical Service delivery
«  Whole of Life Efficiencies
* Improved Maintenance
\évhthZ:P Wes | Speed of Project Delivery
* Risk Sharing
« Maximisation of service quality
» Planning Risk
+ D&C Risk
+ Commissioning
UENESTE: * Accreditation Risk
Risks .
* Operational
+ Tax
» Finance Risk
Innovation « Improved medical service such as cardiology
Achieved « Expanded medical facilities and patient beds
Payments to be made over the operating phase of the
Payment project in the form of a QSP, with an allowance for the
Mechanism capital cost and facilities maintenance.
PPP contractual structure
Yea
Council
Operator
g —
Designer Contractor
Maintenance
a
g Contractor
Subcontractors
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Joondalup Health Campus

Joondalup Health Campus

Deal Value 0.2B AUD

Financing ) . . .
Partners State and Commonwealth Funding with private equity
PPP + Design and Construction of the Facility
PaEEnEnn | C Service delivery over the Concession Period
9 + Clinical Service delivery

*  Whole of Life Efficiencies

» Improved Maintenance
Why PPP ) h
Was Chosen Speed of FrOJect Delivery

+ Risk Sharing

* Maximisation of service quality

» Planning Risk

» D&C Risk

+ Commissioning
Tl.'ansferred + Accreditation Risk
Risks ]

» Operational

+ Tax

» Finance Risk
Innovation » Improved medical service such as dialysis
Achieved
B Payments to be made over the operating phase of the
Me{:hanism project in the form of a QSP, with an allowance for the

capital cost and facilities maintenance.

PPP contractual structure

Government of Western Australia

Direct Agreement PPIP Agreement Direct Agreement

Payment Payment

v

Construction Facilities Mgmt Ramsay Health Care
Mayne Health ‘ (formerly Mayne Health)
Construction Contractor . Facilities Manager,

1 Tertiary Hospital & Cll-l_'ucal Service Provider
Services
Clinical Services Accreditation

Australian Council of
. Healthcare Standards <—
Patients Accreditor
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Northern Beaches Hospital

Northern Beaches Hospital

Deal Value Estimated 0.4B USD
Financing TBC
Partners

+ Design and Construction of the Facility

PPP » Service delivery over the Concession Period
Arrangement  + Contracting out of Hospital Services to sub
contractors

Whole of Life Efficiencies
Speed of Delivery

WZZ (Pslr:opsen » Continued investment over concession period
+ Risk Sharing
» Design Innovation
+ Planning Risk
+ D&C Risk
Transferred + Commissioning
Risks * Operational
* Tax
» Finance Risk
Innovation » Improved infrastructure and health access
Achieved » Improved and Expanded mental facility
P Payments to be made over the operating phase of the
Me)c/:hanism project in the form of a QSP, with an allowance for the
capital cost and facilities maintenance.
Expected PPP model (project is in progress)
Council

1 PPP agreement
(DEMO, DEFO)

¥
Senior debt Special Purpose
- —_—
Private finance Equity Company

Operations Feriodic maintenance [

(soft FM) lifecycle

Northern Beaches

» 2 Bidders — Healthscope and Ramsey
» Successful Bidder to be announced late 2014
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Queen Elizabeth Il Medical Centre Car Parking
QE Il MC Car Parking

Deal Value 0.2B USD

Financing .
Partners Fully funded by the private sector.
PPP + Design and Construction of the Facility

Arrangement < Service delivery over the Concession Period

| ' ‘q I J | * Value for Money
| | il i Why PPP - Speed of Delivery
I ' il | | l ! II 11 I | Was Chosen  + Risk Sharing
+ Design Innovation
‘I,l ! il I 1 I I l I“ Planning Risk
« A T b o ©
= i W, = - D&GC Risk
Transferred + Commissioning
Risks » Operational
+ Tax
+ Finance Risk
f Modern parking equipment — Microchip
K‘:ﬁsggn windscreen stickers
+ Duel Commercial Use — Childcare Centre attached
Payment Payments to be made over the operating phase of the
Meychanism project in the form of a QSP, with an allowance for the

capital cost and facilities maintenance.

PPP contractual structure
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Sponsor
(Equity)

A
I
1

Financiers
(Debt)

Council

!

Special Purpose
Vehicle (SPV)

Contractor

Designer

Operator /
Maintenance
Contractor

Subcontractor

Royal Ottawa Mental Health Hospital

Why PPP was chosen

Renovation of the existing facility would cost more than

a new facility

Positive experience with FM outsourcing

First PPP in Canadian health sector

Deal Value

Financing
Partners

Traditional funding approach was unable to provide
timely solution, as government could not bridge the

funding gap

PPP
Arrangement

Project scope was large enough to be attractive to

private sector development and operations

Realization that the private sector is better positioned to
manage risks and deliver project on time and on budget

Private and Confidential

Why PPP
Was Chosen

Transferred
Risks

Payment
Mechanism

150M CAD

Fully funded by the private sector
Senior Lenders provided 127M CAD

Design and Construction of the Facility

Facilities management services including building
management, cleaning, linen and laundry, grounds
maintenance and snow removal

Whole life

Certainty of delivery and budget
Risk Sharing

Design Innovation

Planning Risk
D&C Risk
Commissioning
Maintenance
Finance Risk

Payments to be made over the operating phase of the
project in the form of AP, with an allowance for the
operating costs and facilities maintenance.
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