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PUBLIC PRIVATE PARTNERSHIP: A PANORAMIC VIEW OF ITS BASICS. 

 

In a bid to join the rank of emerging countries, Cameroon undertook vast reforms 

to facilitate the establishment of foreign investors in the country. One of such 

reforms is in the aspect of Public Private Partnership Agreement. Public Private 

Partnership Agreement operates within the framework of large scale technical and 

financial projects.  Since 2006, a myriad of laws have been put in place to facilitate 

this type of investment whereby the state of Cameroon and its institutions can 

experience rapid infrastructural development and at the same time permitting 

investors to attain their objective which is profit making.  The following laws 

which shall constitute a topic for separate discussion are as follows: 

- Law n° 2006/12 of 29 December 2006 fixing the general regulation of 

Public Private Partnership Agreement in Cameroon 

- Decree n° 2008/035 of the 23rd January 2008 Organising 

and ruling the Sill Board for the implementation of Partnership Contracts  

- Decree n° 2008/0115/PM of the 24th January 2008 precising the 

enforcement clauses of Law n° 2006/012 of the 

09th December 2006 fixing the general regulations of 

partnership Contracts. 

-  Law n° 2008/009 of the 16th July 2008 stating the accounting, financial 

and tax system applicable to partnership Contracts. 

- Order No. 186/CAB/PM of 15 November 2011 to fix the 

rates and conditions for the collection of fees payable 

for partnership contracts.  

- Decree No. 2012/148 of 21 March 2012 to amend and 

supplement certain provisions of Decree No. 2008/035of 23 January 2008 

relating to the organization and functioning of the National Partnership 

Contracts Support Council. 

Funding and resources might be limited in public sector to implement government 

projects, reason why partnering with private sector is an interesting choice to 

increase and improve the supply of infrastructure services. Partners through a 

legally binding contract or any other mechanism, agree to share responsibilities 

related to implementation and/or operation and management of an infrastructure 

project. This collaboration or partnership is built on the expertise of each partner 

that meets clearly defined public needs through the appropriate allocation of 

resources, risks, responsibilities and rewards. 

Different model of partnership contracts exist. In this write up we shall delve into 

the different definitions of each of those contracts made up of: 
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- Supply and Management Contract 

- Turnkey 

- Affirmage/Lease 

- Concessions 

- Private Ownership of Assets and PFI   

 

1. Supply and Management Contracts 

Supply and Management contract is an agreement for the management of a part 

or whole of a public enterprise. A good example is a specialized port terminal for 

container handling at a port or a utility by private company. Under this type of 

agreement, the public sector retains the ownership of the facility and equipment 

while a private company brings in private sector skills into service design and 

delivery, operational control, labour management and equipment procurement. 

       Generally the private sector does not assume commercial risk. The non-

assumption of risk makes this type of contract unique in that the private sector is 

paid fee to manage and operate the services. It should be noted that the payment 

of the fees is based on the performance of the private company. Except in the 

areas of seaport and airport where the contract duration is longer, in this type of 

contract, the duration is usually very short. 

2. Affirmage/Lease 

Here, the operator (leaseholder) is in charge of operating and maintaining the 

infrastructure facility (that already exists) and services, but generally the operator 

is not required to make any large investment. However, often this model is applied 

in combination with other models such as build-rehabilitate transfer. In such a 

case, the contract is generally much longer and the private sector is required to 

make significant investment. 

       The arrangements in an affirmage and a lease are very similar. There is a 

technical difference between the two. Under a lease, the operator retains revenue 

collected from customers/users of the facility and makes a specified lease fee 

payment to the contracting authority share revenue from customers/users. 

        In this type of contract, the private investor/operator takes lease of both 

infrastructure and equipment from the government for an agreed period of time. 

Generally, the government undertakes the responsibility for investment and thus 

bears investment risks. The operational risks are transferred to the operator. 

However, as part of the lease, some assets also may be transferred on a permanent 

basis for a period which extends over the economic life of assets. 

Fixed facilities and land are leased out for a longer period than for mobile assets. 

mailto:contact@gbakalaw.com/
mailto:ernest.gbaka@gbakalaw.com


 

Gbaka Ernest Acho, (contact@gbakalaw.com/ ernest.gbaka@gbakalaw.com ) 

 

3. Concessions 

Concessions agreement can take different forms namely: Build-Operate-

Transfer (BOT), Build-Transfer-Operate (BTO), Build-Rehabilitate-Operate-

Transfer (BROT), Build -Lease - Transfer (BLT). Before examining different 

types of concessions, it is of importance to give a definition of a concession 

agreement. 

       In a concession agreement, the government defines and grants specific 

rights to an entity (usually a private company) to build and operate a facility 

for a fixed period of time. The government may retain the ultimate ownership 

of the facility and/or right to supply the services. In concessions, payments can 

take place both ways; concessionaire pays to government for the concession 

rights and the government may pay the concessionaire, which it provides under 

the agreement to meet certain specific conditions. Usually, such payments by 

the government may be necessary to projects commercially viable and/or 

reduce the level of commercial risk taken by the private sector, particularly in 

a developing or untested PPP market. Typical concession periods range 

between 5 to 50 years. 

 

Specific aspects of Concession agreements 

 

In a Build-Operate-Transfer or BOT type of concession (and its variants 

namely, Build-Transfer-Operate (BTO), Build-Rehabilitate-Operate-

Transfer(BROT), Build-Lease-Transfer (BLT) type agreement), the  

concessionaire makes investments and operates the facility for a fixed period 

of time after which the ownership reverts back to the public sector. In a BOT 

model, operational and investment risks can be substantially transferred to the 

concessionaire. 

By retaining ultimate ownership, the government controls the policy and can 

allocate risks to parties that are best suited to assume or remove them. BOT 

projects may also require direct government support to make them 

commercially viable. 

The concessionaire’s revenue in a BOT project comes from managing and 

marketing of the user facilities (for example, toll revenue in a toll road project) 

and 

renting of commercial space where possible. Concessions for BOT projects 

can be 

structured on either maximum revenue share for a fixed concession period or 
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minimum concession period for a fixed revenue share, a combination of both, 

or only 

minimum concession period. 

 

4. Private Finance Initiative (PFI) 

 

In the private finance initiative model, the private sector remains responsible 

for the design, construction and operation of an infrastructure facility. In some 

cases, 

the public sector may relinquish the right of ownership of assets to the private 

sector. 

In this model, the public sector purchases infrastructure services from the 

private sector through a long-term agreement. PFI projects, therefore, bear 

direct 

financial obligations to the government in any event. In addition, explicit and 

implicit 

contingent liabilities may also arise due to loan guarantees provided to the 

lenders 

and default of a public or private entity on non-guaranteed loans. 

A PFI project can be structured on minimum payment by the government over 

a fixed contract tenure, or minimum contract tenure for a fixed annual 

payment, or a 

combination of both payment and tenure. 

In the PFI model, asset ownership at the end of the contract period is 

generally transferred to the public sector. Setting up of a Special Purpose 

Vehicle  

(SPV) may not be always necessary (see discussion on SPV in the following 

section). A PFI contract may be awarded to an existing company. For the 

purpose of 

financing, the lenders may, however, require the establishment of an SPV. The 

PFI 

model also has many variants. 

In a PFI project, as the same entity builds and operates the services, and is 

paid for the successful supply of services at a pre-defined standard, the SPV / 

private company has no incentive to reduce the quality or quantity of services. 

This 

form of contractual agreement reduces the risks of cost overruns during the 
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design 

and construction phases or of choosing an inefficient technology, since the 

operator’s future earnings depend on controlling the costs. The public sector’s 

main 

advantages lie in the relief from bearing the costs of design and construction, 

the 

transfer of certain risks to the private sector and the promise of better project 

design, 

construction and operation. 
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