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FEATURES OF RISK MANAGEMENT
AFTER REALIZING PPP PROJECTS

Abstract. The article is devoted to the clarification of the peculiarities of risk
management during the implementation of PPP projects. The author identifies
a set of risks for a private partner, business risks of PPP projects and the main
risks associated with the protests of the public, as well as public and international
organizations. The typical risks of PPP projects are presented, including force
majeure, political risks, profitability risks, operational, construction, financial
risks, and the risk of default. The world experience of sharing risks between the
partners is presented. Also named are the main methods for assessing the risks of
PPP projects.

It has been determined that the conditions on which the parties should reach
agreement in order for the contract to be concluded are essential. Risk manage-
ment can be implemented within the framework of the essential conditions for
the allocation of risks. However, the provisions of the law provide for the alloca-
tion of only those risks identified by the results of an analysis of the effectiveness
of the PPP project. Legislation does not directly determine how risks can be al-
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located to the risks identified during the pre-contract negotiations (or even at a
later stage), but not taken into account in the analysis of efficiency. For example,
suggestions on the terms of the partnership agreement as part of the bidding pro-
posal may include suggestions on risk management mechanisms. There are no
definite and can not be fully defined possible ways of managing risks in view of
their specificity for a particular project. For this purpose, it is advisable to pro-
vide for a period of familiarization with the draft tender documentation and the
possibility of making changes to it based on the findings received from potential
contestants. It is also advisable to foresee cases in which it is possible to review
certain terms of the contract without a competition.

It is substantiated that the law does not restrict the possibility of foreseeing
specific terms of an agreement on the implementation of the PPP project or to
conclude additional (auxiliary) contractual instruments (for example, an invest-
ment agreement). At the same time, when laying down conditions not provided
for by law, it is necessary to take into account the scope of competence of the state
partner. Also, in order to ensure the principle of equality of conditions, the state
partner should provide such additional conditions in the tender documentation.

Keywords: public-private partnership, state partner, risk assessment,
private partner, PPP risks.

OCOBJINBOCTI YIIPABJIIHHA PU3UKAMMU IIIJT YAC
PEAJIISALII AIIII-ITPOEKTIB

Awnorania. Crartst nmprcBsiueHa 3'siCyBaHHIO OCOOJIMBOCTEN YIPABJIHHST PH-
3ukamu Tij yac peasizaitii J[I1T1-mpoexTiB. ABTOPOM BUOKPEMJIEHO CYyKYITHICTb
PUBUKIB /IS IPUBATHOTO napTHepa, 6i3Hec-pusukiB JITIT-11poeKTiB Ta OCHOBHUX
PU3WKIB, MOB'SI3aHUX 3 MPOTECTAMU HACEJEHHS, a TAKOXK TPOMAJChKUX Ta MiXK-
Hapoauux opranizaiiii. Hasemeno tumosi pusuku mpoektis /1111, cepen sxux:
(hopc-MaKOpHi 00CTAaBUHMY, TTOTITUYHI PU3UKH, PU3UKNA TPUOYTKOBOCTI, OTepa-
1iitHi, OyiBesbHi, (DiHAHCOBI PUBKMKH, a TAKOK pusuk aedosty. HaBemeHo cBito-
BUIi JOCBIJl PO3MO/IiJIy PU3UKIB MizK MapTHepaMu. Takosk Ha3BaHO OCHOBHi MeTO-
nu otitoBanus pusukis AI1II-nipoekTis.

Busnaueno, 110 icTOTHUMY € YMOBH, IIO/I0 SKUX CTOPOHU MAIOTh IUTU 3O/
JUISE TOTO, 11100 0TOBIP OYB YKIaAeHUN. YIIPaBJiHHS PU3UKaAMU MOKJIMBO peati-
3yBaTH B Me’Kax iCTOTHUX YMOB PO3IO/iay pu3ukKiB. OHaK I10JI0KEHHS 3aKOHO-
JIaBCTBa TiepesdayaloTh PO3MO/LT JINIE THX PU3UKIB, sIKi BUSIBJIEH] 32 pe3yJIbTa-
TaMu MpoBejieH s aHasidy edektuBHocTi ipoekty J[IT1I. 3akoronaBCcTBO MTPAMO
He BU3HAYAE, IKUM YUHOM MOKYThb PO3MOLIATUCS PU3UKU, BUSIBJICHI B TIPOILEC]
HepeIoroBipHIX IeperoBopis (ab0 HaBiTh Ha II3HIIIOMY eTalll), ajie He BPaxo-
BaHi nmpu aHauizi epexktuBHOCT. Hanpukiaz, mponosuiiii om0 yMoOB I0TOBOPY
IIPO MaPTHEPCTBO SIK YaCTMHA KOHKYPCHOI ITPOIIO3UILil TpeTeH/IeHTa MOXKYTh Mic-
TUTH TIPOTIO3UIIIT O/I0 MEXaHI3MIB YIIpaBiHHs pusukamu. He BusHaueHo i He
MOsKe OyTH IIOBHOIO MipOI0 BU3HAYEHO MOJKJIMBI CIIOCOOM YIIPABJIIHHS PU3MKA-
MU 3 OIJISAY Ha iX crenuiky /18 KOHKPETHOTO MPoeKTy. /[71s 1boTo A0IiIbHO
nepeadaynTh Tepio/] O3HANOMJIEHHS 3 TIPOEKTOM KOHKYPCHOI JIOKYMEHTaIlil Ta
MOKJIMBICTb BHECEHHST 3MiH /10 Hel 3a pe3yJbraTaMy 3ayBakeHb, OTPUMAHUX BiJI
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MOTEHIIIHHUX YYaCHUKIB KOHKYpCY. TaKOK JOIIIbHO mepeadauynTi BUMIAAKK, B
SIKUX MOJKJIMBUIT TIEPETJISAT OKPEMUX YMOB JIOTOBOPY G€3 IMPOBeIEHHS] KOHKYPCY.

OO6rpyHTOBaHO, 10 3aKOHOJABCTBO HE OOMEKYE MOKJIUBOCTI TE€peaOadnTH
0cobIMBI YMOBU J0rOBOPY 1Ipo peanizaiiio npoekty I abo ykmactu gomar-
KOBI (JIONIOMiKHI) ZIOTOBIPHI iHCTpyMeHTH (HAIPUKJIIAJ], iIHBECTUIIHHUMI I0TOBIP).
Bomrouac nipu BUKIa/IeHHI YMOB, He TiepedadeHnx 3aKOHOaBCTBOM, HEOOXiTHO
BPaxoBYBaTH 00CST KOMIIETEHIII1 IepKaBHOTO TTapTHepa. Takox /171st 3abe3nedeH-
Hs1 TIPUHITAITY PIBHOCTI YMOB JIepsKaBHUI apTHEP Ma€ TepeadadynTy Taki 1o/ar-
KOBI YMOBU B KOHKYPCHI#l JOKyMeHTallil.

KnouoBi cioBa: nep:KaBHO-TIPUBATHE TAPTHEPCTBO, JEePXKaBHUN MapTHEP,
OI[iHIOBaHHS PU3UKIB, IPUBATHUI TapTHep, puduku JIII1.

OCOBEHHOCTHU YIIPABJIEHA PUCKAMMU IIPU PEAJIN3AIINN
I'4dII-IPOEKTOB

Annoranus. CTarhsl NOCBSIEHA BBIICHEHUIO OCOOEHHOCTEN yIIpaBJIeHUs
puckamu nipu peasm3saiuu HII-mpoexToB. ABTOPOM BBIZIETIEHBI COBOKYITHOCTH
PHUCKOB [IJIT 4aCTHOTO MapTHepa, O6usHec-puckoB ['UII-1IpoeKkToB M OCHOBHBIX
PHCKOB, CBSI3aHHBIX C MPOTECTAMK HACEJICHUS, a TaKKe OOIIECTBEHHBIX U MEK-
JyHapoJHbIX opraHusanuii. [Ipuenennt Tunuunbie pucku npoektos 111, cpe-
I KOTOPBIX: (DOPC-MaKOPHbIE O0CTOSITENLCTBA, MOJUTHYECKUE PUCKHU, PUCKU
MOXOHOCTH, ONIePAIIMOHHbIE, CTPOUTEIbHBIE, (PMHAHCOBBIE PUCKH, a TAKKE PUCK
nedonra. [IpuBenen MUPOBOIT ONIBIT pacipeie/IcHNs PUCKOB MeXK Ty TTapTHEPaMHU.
Taxske Ha3BaHbI OCHOBHbBIE MeTO/IbI OlleHKK puckoB ['HII-nipoekTos.

OrtipeziesieHo, 9TO CyTECTBEHHBIMU SABJSIOTCS YCIOBUS, IO KOTOPBIM CTOPOHBI
JIOJIZKHBI IPUATH K COTJIACHIO JIJISI TOTO, YTOOBI IOTOBOP GBI 3aKIIOUEHHBIM. YTI-
paBJieHUe pUCKaMU BO3MOKHO Peajn30BaTh B paMKaX CYMIECTBEHHBIX yCJIOBUI
pacmpenenenus: puckoB. OIHAKO TTOJ0KEHNS 3aKOHOIATETbCTBA TIPEyCMaTPH-
BAIOT pacripefiejieHue TOJIbKO TeX PHUCKOB, KOTOPBIE BBISBIEHBI TI0 Pe3yJbTaTaM
npoBejierus anaausa agdektTuBHocTr nmpoekTa 'Yl 3akoHo1aTENBCTBO TPSIMO
He OTpe/lesisieT, KAKUM 00pPa3oM MOTYT PaCIpe/esisiTbCs PUCKU, BBISIBJIEHHDBIE B
IIPOIIeCcCe MPEOTOBOPHBIX MEPETOBOPOB (MJIH axke Ha OOJIee MO3/IHEM ITAIle),
HO He y4TeHbl pu anaause addexrusroctn. Hanmpumep, npenioskenus 06 ycio-
BUSIX JIOTOBOPA O TTAPTHEPCTBE KaK YaCTh KOHKYPCHOTO MPE/JIO;KEeH NS TTPeTeH/ICH-
Ta MOTYT COZIepKaTh TPETIOXKEHU 110 MeXaHu3MaM yrpasieHus puckamu. He
OIpeIeJIEHbI U HE MOTYT OBITh B ITOJHON Mepe OTpe/ieJieHbl BO3MOKHbIE CIIOCO-
Obl yIIpaBJIEHUsT PUCKAMU, YYUTHIBAS UX CIENU(DUKY /I KOHKPETHOTO MPOEKTA.
Jlsist aTOTO TIETIECO0OPA3HO TIPELYCMOTPETh MEPUO/ O3HAKOMJIEHHSI C TIPOEKTOM
KOHKYPCHOM TOKYMEHTAIINU U BO3MOKHOCTD BHECEHUST N3MEHEHUH B Hee TI0 pe-
3yJIbTaTaM 3aMeYaHti, MOJTYyIeHHBIX OT MOTEHIINATbHBIX YIACTHIKOB KOHKYPCA.
Taxske 11e71ec000pa3HO MPELYCMOTPETH CJIYYau, B KOTOPBIX BOBMOKEH [IEPECMOTP
OT/IEJIbHBIX YCJIOBHIT 10roBOpa 6e3 poBeieHrst KOHKYPCa.

OG60CHOBaHO, YTO 3aKOHOATEIBCTBO HE OTPAHUYNBAECT BO3MOKHOCTH TIPE/LY-
CMOTPETh 0COObIE YCJIOBHS I0TOBOpa 0 peanusanuu mpoekta [Tl man 3akiio-
YUTH JIOTIOTHUTETbHBIE (BCTIOMOTAaTe/IbHBIE ) IOTOBOPHbIEC MHCTPYMEHTHI (HAIpH-
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Mep, MHBECTUITMOHHBIN OTOBOP). B TO jke BpeMsi Npu U3JI0KEHUH YCJIOBUIA, HE
IPElyCMOTPEHHBIX 3aKOHOATEIbCTBOM, HEOOXOAUMO YUYUTHIBATH OOBEM KOM-
MEeTEeHIIMA TOCYapCTBEHHOrO HapTHepa. Takske ist oOecriedeHus TPUHIUITA
pPaBEHCTBA YCJOBUI TOCY/IaPCTBEHHBIN MAapTHEP JO0JIKEH MPEIYCMOTPETh TaKue
JOTIOJTHUTEIbHBIE YCIOBUS B KOHKYPCHOM JIOKYMEHTaIUH.

KmoueBbie cioBa: rocynapcTBEHHO-4aCTHOE TAPTHEPCTBO, TOCYIAapCTBEH-
HBII ITapTHEP, OIIEHKNU PUCKOB, YacTHBIN napTHep, pucku Y11

Problem statement. The system of
relations between the state and the pri-
vate business sector in the form of pub-
lic-private partnership (PPP) is one of
the manifestations of a mixed economy;,
which under certain conditions can
have a positive effect for society as a
whole, providing the economy with
better quality goods. It is risk manage-
ment that will reduce the probability
of failure of the PPP projects and will
promote the development of this type
of cooperation with private business.

Analysis of recent publications.
The works of the following leading
scientists, namely N. M. Bondar [2; 3],
I. A. Brailovskyi [4; 5], A. V. Mostepa-
niuk [7] and Ye. L. Cherevykov, etc.
were devoted the issues of risk manage-
ment during the implementation of the
PPP projects. [8] and others. However,
due to the urgency of the introduction
of public-private partnership (PPP) in
the economic activity of the state, this
issue requires constant study, which
predetermined the choice of the theme
of this scientific article.

The purpose of the article is to find
out the features of risk management
during the implementation of the PPP
projects.

Presentation of the main material.
The effectiveness of public-private
partnership, hereinafter referred to as
the PPP, is considered from the point
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of view of each partner. If it is enough
for the private sector to apply stand-
ard performance measurement meth-
ods that are suitable for any company,
then the task for the state is more dif-
ficult. The tasks that the state tries to
solve through public-private partner-
ship (PPP) cannot be estimated in
quantitative ways only. Ultimately,
all such projects are aimed at solving
strategic state tasks, reducing the se-
verity of social contradictions. There
are no effective mechanisms for assess-
ing the effectiveness of decision mak-
ing of this kind. However, it is safe to
assume that the precise planning of
such projects and the maximum risk
assessment for them significantly in-
creases the chance of achieving the
goals by both parties [1].

The potential benefits of using pub-
lic-private partnerships (PPP) may
consist in the fact that this format of
business-government relations can
provide:

— Greater efficiency, as well as time
savings in project implementation and
implementation through the use of
partnerships of their most powerful
parties;

— Diversity in the approaches to
development and the further imple-
mentation of projects due to the use of
different methods and the expansion of
the number of possible options;




— Higher quality of economic and
managerial decisions in the implemen-
tation of joint projects, provided by the
qualification of business representa-
tives, and the most comprehensive
consideration of social needs and social
significance, which is provided by rep-
resentatives of government;

— The integration of business en-
tities into public life due to its direct
involvement in the implementation
of meaningful, socially significant
projects;

— Improvement of the quality of the
goods and services provided due to the
establishment of more rigorous state
control;

— Reducing social tension and nega-
tive attitude to business by the public
by recognizing its contribution to solv-
ing social problems.

Efficiently using and developing
public-private partnership (PPP), the
state may additionally attract private
investor funds for the purpose of deve-
loping public infrastructure objects in
priority innovative projects for recon-
struction, modernization, construction
of transport facilities, power lines, hy-
drotechnical systems, communication
lines, information systems; objects of
social value in the sphere of education,
science, culture, health care, tourism,
etc.; municipal objects of the economy:
utilities, public transport, residential
facilities, and landscaping, etc.

The set of risks for a private partner
can be divided into four large groups as
follows [2]:

1) Risks arising from the activities
of state authorities;

2) Risks associated with the partici-
pation of the state as a partner in pub-
lic-private partnership (PPP) projects;

3) Business risks of public-private
partnership (PPP) projects;

4) Risks associated with the pro-
tests of the population, public and in-
ternational organizations.

The risk category plays a signifi-
cant role in public-private partner-
ship (PPP) relations. Like any kind of
economic activity, the PPP during its
implementation may be subject to cer-
tain influences that may adversely af-
fect the final results of the project. The
key factors in risk assessment are: the
probability of their occurrence and the
degree of effects (impact) of the risks,
if any. In our opinion, it is necessary
to create a special approach to risk as-
sessment of public-private partnership
(PPP) projects, especially from the
point of view of the state [4].

Among the risks arising from the ac-
tivities of public authorities should be
noted [2]:

* A high level of corruption at all
levels of government. Unfortunately,
this risk is inherent even for market-
developed and economically successful
countries;

* A large bureaucracy of state au-
thorities, which leads to delaying the
decision of issues related to the appro-
val and implementation of the project;

* Change of regulatory framework
in the field of project implementation.
Such changes may introduce new taxes
and fees, requirements for additional
investments related to environmental
protection, restrictions on pricing, and
business rules, etc. Ultimately, this can
lead to the loss of a private investor’s
expected profits.

» Changing priorities in social and
economic policy at the state or munici-
pal level. Such changes can lead to the

183




termination of state support for the
project, reduction of budget subsidies,
and reduction of the expected profi-
tability of the project, etc.;

* Confiscation (nationalization) of
capital invested by a private investor;

 Change of political system in the
country.

The business risks of public-private
partnership (PPP) projects include the
usual business risks, as follows [3]:

* Incorrect assessment of solvent
demand. This leads to the false ap-
proval of the project as a profitable and
inappropriate investment;

 Unforeseen increase in the prices
of equipment and materials necessary
for the implementation of the project.
It is impossible to take into account
all possible options for increasing the
prices for resources, energy sources,
etc. that will occur during the project
implementation period at the deve-
lopment stage of the project. This
may result in a lack of approved invest-
ment volume for project implementa-
tion;

* Incorrect assessment of the
project value (increase in value during
its implementation). In this case, it is
probable that a private investor will re-
ceive insignificant profits or even los-
ses from the project implementation;

* Errors of technical design and im-
plementation of the project;

¢ Incorrect estimation of profitabi-
lity and payback period of the project.
Such risks are related to changing re-
quirements for pricing, increasing cur-
rent costs and decreasing demand, etc.;

* Ineffective project management.
It takes place due to insufficient expe-
rience of the management personnel of
a company as a private investor;
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* Exchange rate risk (for contracts
in foreign currency);

* Force majeure circumstances
(natural disasters, and civil distur-
bances, etc.).

The main risks associated with the
protests of the public, public and inter-
national organizations are as follows [3]:

* Negative impact of the project on
the environment;

* Insufficient level of technical safe-
ty of the project;

* Rejection of the project by society
through religious, moral, historical and
architectural motives and others;

* Violation of human rights or na-
tional minorities.

Among the typical risks of project
implementation, the PPP mechanisms
are both force majeure circumstances
and political risks and profitability
risks, operational, construction, finan-
cial risks and the risk of default (See
Table).

The world practice of public-private
partnership (PPP) has already gained
the experience of sharing risks between
partners. The basic principles of risk
sharing are the following [2]:

1) The risk should be passed on to
those from the partners who have bet-
ter opportunities to control the events
that may lead to a risk;

2) Risks must be defined, under-
stood and evaluated in a certain way by
all parties involved in the project;

3) The accepting partner must have
the technical or managerial capacity to
manage the risk;

4) The partner must have the finan-
cial capacity to be able to survive the
risk or prevent a risk;

5) The partner must be willing to
take risks.




Typical risks of the PPP projects and their hypothetical placement

Risk category

Example

Best partner
for risk management

Force-majeure
circumstances

Losses from natural disaster

Public partner

Political risks

income

Transfer deadlines for ap-
proval of projects, land acqui-
sition, change in law affecting

Public partner

Risk of profitability/demand

Insufficient income due to
low traffic or lower price for
elasticity of demand

Mostly state, but
sometimes a private
partner

Design/Technical risks
takes

Engineer or designer mis-

Private Partner

Construction risks

Increasing the costs of detain-
ing with faulty equipment

Private Partner

Operating risks

Expenditure operations and
lifecycle support

Private Partner

Risks in the field
of the environment

Compensation for dam-
ages, compensation costs/
repayment of obligations for
environmental damage

Private Partner

Financial risks

Expenses arising from the
inconsistency of hedging in-
come and debt management

Basically, a private partner
is sometimes state-owned

The risk of default

Project bankruptcy due to any
or all of the above facts

Divided Public/Private
Partner

* Compiled by the author on the basis [9]

Risk management of the PPP
project is carried out at the stage of
concluding an agreement on the imple-
mentation of the PPP project between
the public and private partner. This
reduces risk management to a very
short time before the project starts. In
addition, the possibilities of risk ma-
nagement mechanisms to a large extent
depend on the provisions of the tender
documentation approved for the con-
duct of a tender for the identification of
a private partner.

Legislation does not provide for a
simple way of changing the conditions
of the PPP. In particular, it is unclear

what changes may require a re-run of
a tender for identifying a private part-
ner.

In this regard, effective government
risk management mechanisms need to
be foreseen at the stage of conducting a
tender for identifying a private partner
and ultimately enshrining in the PPP
project contract.

It should be noted that the essen-
tial terms of the contract on PPP are
defined in the Procedure for holding a
tender for the identification of a private
partner for the implementation of pub-
lic-private partnership on the objects
of state, communal property, approved
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by the Resolution of the Cabinet of
Ministers of Ukraine dated April 11,
2011, Ne 384. Significant conditions of
the contract are as follows [6]:

* The name of the state partner and
the object of public-private partner-
ship (PPP);

» Obligations of the parties, in-
cluding the scope and form of finan-
cial participation of public and private
partners in the implementation of the
partnership;

 The list, scope and terms of per-
formance of work stipulated by the
contract;

* Requirements to the quality of
goods, services, performed in accor-
dance with the contract;

* The distribution of risks identi-
fied by the results of an analysis of the
effectiveness of the implementation
of public-private partnerships (PPP)
between partners and the form of ma-
nagement of such risks;

 The procedure and conditions for
obtaining a tender for the right to use
the land plot for the implementation
of public-private partnership (PPP), if
necessary;

* Conditions, size and procedure for
making payments, if such are stipula-
ted by the terms of implementation of
the said partnership;

 The procedure and conditions for
the distribution between the parties to
the partnership agreement on income
and /or products, if such distribution is
provided for by the terms of the part-
nership implementation;

* Requirements for the return af-
ter the termination of the partnership
agreement of the public-private part-
nership (PPP) object and the land
plots provided for the needs related to

the implementation of such a partner-
ship;

* An obligation to reimburse the
cost of analysing the effectiveness of
public-private partnership (PPP) and/
or environmental expertise;

* Conditions for amending the part-
nership agreement;

* Responsibility of the parties for
its non-fulfilment;

e Procedure of dispute settle-
ment;

* The term of the partnership agree-
ment, the date, place of signing and the
procedure for its entry into force.

Significant are the conditions on
which the parties must reach agree-
ment in order for the contract to be
concluded. Risk management can be
implemented within the framework of
the essential conditions for the alloca-
tion of risks. However, the provisions
of the law provide for the allocation of
only those risks identified by the re-
sults of an analysis of the effectiveness
of the PPP project. Legislation does
not directly determine how risks can
be allocated to the risks identified dur-
ing the pre-contract negotiations (or
even at a later stage), but not taken in-
to account in the analysis of efficiency.
For example, suggestions on the terms
of the partnership agreement as part of
the bidding proposal (Clause 25 of the
Order) may include proposals for risk
management mechanisms. There are
no defined and cannot be fully defined
possible ways of managing risks in
view of their specificity for a particular
project. For this purpose it is advisable
to provide a period of familiarization
with the draft tender documentation
and the possibility of making changes
to it on the basis of observations re-
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ceived from potential contestants. It is
also advisable to foresee cases in which
it is possible to review certain terms of
the contract without a tender.

Legislation does not restrict the pos-
sibility of providing specific terms for
the PPP project implementation agree-
ment or for the conclusion of additional
(auxiliary) contractual instruments (for
example, an investment agreement). It
is necessary to take into account the
scope of competence of the state part-
ner at the same time, when laying down
conditions not provided for by law. The
state partner should also provide such
additional conditions in the tender do-
cumentation in order to ensure the
principle of equality of conditions.

One or more of the following me-
thods may be used in risk assessment as
follows [7]:

1. The Expediency Method, aimed at
identifying the potential risk areas of
the project. According to this method,
the generalized risk factor is considered
to be a surplus of funds in comparison
with the planned volume. The investor
can make a decision regarding termi-
nation of project appropriations at the
same time, taking into account various
factors of project realization provides
the possibility of separating the proc-
ess into separate stages, assessing the
risk area that the project enters at each
stage and accordingly guarantees the
protection of the public and private
partner from critical and catastrophic
risks, since at each stage [7].

2. The Expert Estimation Method
is used when it is impossible to assess
risks in other ways or there are many
formal risks that it is difficult to evalu-
ate mathematically. The application of
this method is to use the intelligence of

people and their ability to find solutions
to formal tasks. The methodology of
conducting expert evaluation involves
the formation of the purpose of evalua-
tion, the setting of tasks, the creation of
a rating group, and a description of the
form of obtaining the necessary results,
selection of experts and determination
of their competence. In this case, the
selection of experts should be carried
out in such a way that the experts who
entered the group, firstly, were aware
of the peculiarities of the implementa-
tion of the PPP; secondly, they were
aware of the specifics of the work of a
particular industry (the sphere of ac-
tivity of the enterprise); and thirdly,
they were not interested in the results
of the evaluation. The competence of
experts is objectively determined by
the degree of their qualifications in a
particular field of knowledge through
the analysis of professional, scientific
and other activities [7].

Risk management continues
throughout the life of the project and
takes place in the following five stages
[5]:

1) Risk Identification. The process
of identifying all risks related to the
project;

2) Risk Assessment. Determination
of the probability of the identified risks
and the magnitude of the consequences
in case of their occurrence;

3) Distribution of Risks. Distribu-
tion of responsibilities between the
PPP parties for a project with the iden-
tification and assessment of the con-
sequences of each risk for each of the
parties under the contract or the par-
ties agreeing to deal with risks using
the specified mechanism, which may
include a risk exchange;
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4) Risk Reduction. An attempt to
reduce the likelihood of a risk and
degree of its consequences for the par-
ties;

5) Monitoring and Analysis. Moni-
toring and analysis of identified risks
and new risks with project develop-
ment and changes in its environment.
This process takes place throughout
the duration of the contract.

An analysis of the practice of im-
plementing public-private partnership
(PPP) projects indicates that the risk
management system should include
the following main procedures [7]:

e Detection of risks;

» Assessment of risks and the pos-

sibility of risk occurrence;

e Characteristics of risks;

* Monitoring (control) of risks, in
particular, the possibility of re-
newal of risk;

* Analysis of the consequences on
the occurrence of risk;

* Development of risk manage-
ment methods.

The key to effective allocation of
risks is the principle that certain types
of risks should be assigned to those par-
ticipants that are most suited to risk
assessment, control and risk manage-
ment. If the state seeks to transfer to
a private company certain additional
risks that it cannot manage, it will in-
crease the duration of negotiations and
remuneration of the company. If the
private party tries to take responsibil-
ity for the technical, commercial and
financial risks, then it should question
the value of the contract or the compe-
tence of the private company [8].

The procedure for determining the
distribution of risk has the following
steps [5]:

188

Step 1: All project risks should be
identified. These include the overall
risks of public-private partnerships, as
well as the risks of specific projects (for
example, public health risks in the wa-
ter supply project).

Step 2: Identifying the main serv-
ices that will be provided by the state
and for which the risks cannot be at-
tributed to a private partner.

Step 3: It is necessary to check each
of the remaining risks and identify
those in which:

* The government is in the best po-
sition to manage them;

* A private partner is in the best po-
sition to manage them;

* None of the parties has control,

e In accordance with this, deter-
mine the optimal allocation of risks.

Step 4: Determine whether there
are any risks from the remaining ones
and how they should be allocated ac-
cording to the conditions of a particu-
lar market or specific factors associated
with the project.

Step 5: Final distribution of public-
private partnership (PPP) risks, tak-
ing into account both Step 3 and Step
4, and using the contract to resolve any
imbalance between the parties.

Conclusions. Today, it is crucially
important for the successful implemen-
tation of the PPP-projects to be the dis-
tribution of risks between a public and
private partner. This question is fairly
widely presented in the studies, and one
can conclude that there is no universal
risk-sharing scheme at present. Never-
theless, most unsuccessful examples of
the PPP implementation are due to the
parties failing to agree on the distribu-
tion of possible risks (or individual risks
are not distributed among participants at




all), when each PPP participant attempts
to transfer responsibility to a partner.
Particularly high individual risks in the
PPP projects in the area of transport
infrastructure, which are characterized
by high capital intensity and difficulties
in forecasting transport flows.
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