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Editorial

In the short term, we expect to see temporary demand and
operational disruptions leading to revenue losses for PPPs. We
can also expect delays in construction schedules due to supply-
side issues such as labor, equipment, and raw material
disruptions for PPPs under construction.

Medium-term impacts can be mitigated with instruments
such as bridge financing, capital injections, renegotiation of key
project parameters, including contract duration, and introducing
regulatory flexibility on milestones and performance indicators,
among others.

In case of longer-term changes, adjustments in existing PPP
contracts will not be possible without proactive steps made by
governments and lenders given the limited flexibility in PPP
contracts to adjust to drastic changes [1]. Among the state
measures targeting at supporting the infrastructure market
there are the prolongation of the term of certain licenses and
authorizations, right of a tenant to demand reduction of the
rental charges.

Beyond all these results, in many public infrastructure
projects compensation payment will be the main subject of PPP
projects. Because of disruption of the payment caused by force
majeure, most of governments must provide their guaranteed
payments to senior lenders.

Unfortunately, in many projects data collected from existing
PPP projects showed us the vulnerability scope and that the
extent of this force majeure risk was not foreseen in PPPs that
rely on revenues generated by user fees. When we analyses the
impact of covid-19 period on sea ports, airports, tolls roads, we
will see unpredictable data results in terms of generating money
from these assets [2]. The other PPP model which is based on
the revenue through availability payments may undergo in the
long term as governments that result in lost tax revenues and
less treasury and budget resources to repay their availability
commitment payments.

The decrease the number of users who use airports, pass
through tunnels or bridges or use ports for global trade will also
have a negative effect on the cash flow of PPP projects. In terms
of better preparation for the future, we should develop short

medium and long term recovery plans in order to reduce
impacts of covid-19 on economies and PPPs [3].

This is not right to transfer all risks that occurred due to
Covid-19 outbreak to the public party. All partners, all
stakeholders should take steps to understand and manage the
issues related to them. Beyond all this, failure of PPP projects
should not be an option. In order to successfully sustain the
continuity of PPP projects, private sector must be encouraged to
approach their public sector partners giving security to the
infrastructure market [4], governments must proactively pursue
the communication with their private sector partners to mitigate
PPP project impacts as soon as possible.  As infrastructure
sector is facing the most powerful crisis today, engagement with
all stakeholders to optimize recovery actions becomes very
crucial for the success of projects.

Strategic recovery plans must focus on a win-win recovery
approach that is includes the needs of both the public and
private sectors, which are harmonized with national strategic
priorities [5].

However we are aware of the fact that governments’
interventions are usually like a doubled-edged sword which may
lead to moral hazard. With increased concern around the impact
of COVID-19, PPP project companies and sponsors need to
consider the implications for their rights and obligations under
the project agreements which they are party to.
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