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Abstract: PPP( Public Private Partnership) the model of public-private partnership 

model, is a solution to the problem on government investment, this new mode of 

investment and financing in twentieth Century.It was popular in the West in 90s and 

was widely used in the public infrastructure field.The financing model of Beijing Metro 

Line 4 is selected as the case study, and the feasibility opinion is obtained, and it is 

hoped that it can be adopted and used in the future implementation. 
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1. Introduction 

Beijing Metro Line 4 is the first officially approved franchise project in China's urban rail 

transit industry. It is also the first subway project in China to use PPP mode and 

introduce market sector operation. Line 4 project using the PPP model for financing, 

effectively alleviate the financial pressure at the time of the Beijing municipal 

government, realize the diversification of investment and operation of Beijing city rail 

transportation industry, through the introduction of the market sector, promote 

technological progress and management level, service level. The project of Beijing line 

4 embodies the innovative value of PPP mode in breaking the difficult and difficult 

financing of infrastructure construction, making the strength of government 

departments and market sectors form a resultant force, which has a certain reference 

significance for Xi'an to improve infrastructure construction. 

Project overview 

Beijing Metro Line 4 is one of the main roads in Beijing rail transit network, south of 

Fengtai District public welfare West Bridge, north to the north of Haidian District River 

Bridge in Haidian District, 28.2 kilometers in length. The estimated total investment of 

line 4 is 15 billion 300 million yuan, which was officially launched in August 2004. It 

opened to traffic in September 28, 2009 and began trial operation. At present, the daily 

average traffic volume reaches 700 thousand passengers. 
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Line four is divided into profit and non-profit part part, A part and B part, A part 

including civil engineering demolition and land acquisition station, tunnel body and 

track laying, a total investment of about 10 billion 700 million-yuan, accounting for 

70% of the total project investment, invested by Beijing metro line four limited liability 

company representative the Beijing municipal government to raise construction and 

property rights. B includes purchase and installation of electromechanical equipment 

such as vehicle, automatic fare collection system, communication, elevator, control 

equipment and power supply facilities. The total investment is about 4 billion 600 

million yuan, which accounts for 30% of the total investment of the project and is 

funded by the franchising company. The registered capital of the franchise company for 

1 billion 500 million yuan, venture capital of Beijing by Mtr Corporation, Ltd. and Beijing 

Infrastructure Investment Co. Ltd., the former two companies registered capital is 735 

million yuan, accounting for 49% of the registered capital, and finally a company 

registered capital of 30 million yuan, accounting for 2% of the registered capital, the 

rest the 3 billion 100 million investment without recourse to the bank loan to pay. 

After the completion of Metro Line 4, the franchise company will obtain the right to use 

part of the A assets by signing the "asset lease agreement" with the Beijing Metro Line 

4. Operation management and franchise company responsible for the Metro Line 4 of 

all facilities (include two parts A and B) in addition to the maintenance and the renewal 

of assets and the hole in the station, business, investment through the subway fare 

income and business income recovery station. After the expiry of the franchise, the 

Chartered Company handed over some of the B project facilities to the Beijing 

municipal government and returned some of the A project facilities to line 4. 

 

2. Operation Process 

2.1 Preliminary Preparation Stage (2003.7-2003.12) 

At the end of 2003, the Beijing municipal government forwarded the Beijing Municipal 

Development and Reform Commission "on the city to deepen the city infrastructure 

investment and financing system reform implementation opinions", clear the rail 

transportation can be in accordance with the basic proportion of government and social 

investment 7: 3, absorbing social investors to participate in the construction. In 

November 2003, Beijing Infrastructure Investment Co., Ltd. was formally established 

as a infrastructure investment and financing platform for Beijing. Since its 

establishment, the initial plan of line 4 operation has been worked out, and many 

strategic investors such as Hongkong Metro have been contacted. At this stage, a 

preliminary framework for the operation of the project has been formed, and all the 

work in the future will be expanded on the basis of this framework. 
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2.2 Programmed Research and Approval Stage (2004.1-2004.9) 

In September 2004, the plan for the implementation of the franchise operation of 

Beijing Metro Line 4 was formed, and the Beijing Municipal Development and Reform 

Commission organized the review and reported the city government. In November, the 

Beijing municipal government approved the implementation plan of the franchise, and 

the 4-line franchise project made substantial progress. Through research and 

communication, the parties formed a preliminary agreement on the main principles and 

framework of the project, formed a franchise plan and completed the compilation and 

preliminary communication of the Beijing Metro Line 4 franchise agreement and other 

legal documents. 

 

2.3 Competitive Negotiation Phase (2004.10-2005.2) 

At the end of November 2004, the Beijing Municipal Traffic Commission led the 

establishment of the line No. 4 concession project government negotiating group and 

Mtr Corporation, Beijing Capital Group Limited (hereinafter referred to as the "MTR - 

First Union"), SIEMENS Transportation Systems Group - China Railway Construction 

Corporation - Beijing City Metro Limited company (hereinafter referred to as "SIEMENS 

- China Railway Construction Union complex") and other social investors' competitive 

negotiations have officially begun. At the beginning of February 2005, the working 

group of government and the negotiation negotiation object "MTR - first union reached 

an agreement on the" Beijing Metro Line 4 franchise agreement "project conditions. 

 

2.4 Signing Phase of The Agreement (2005.2-2006.4) 

In September 2005, the national development and Reform Commission approved and 

approved the Beijing Metro Line 4 PPP financing project. Two thousand and six in 

January, the Beijing MTR Corporation Limited registered, the registered capital of the 

franchise company for 1 billion 500 million yuan, venture capital of Beijing by Mtr 

Corporation, Ltd. and Beijing Infrastructure Investment Co. Ltd., the former two 

companies registered capital is 735 million yuan, accounting for 49% of the registered 

capital, and the company has a registered capital of 30 million yuan, accounting for 2% 

of the registered capital, the remaining 3 billion 100 million investment by non recourse 

loan to pay bank. In April 2006, the Beijing Municipal Traffic Commission and the 

Beijing MTR Corporation Limited signed the "Beijing Metro Line 4 franchise 

agreement". 

 

3. The Ownership Structure of the Project 

The ownership structure is the foundation of the corporate governance structure, and 

it is an important aspect that affects the corporate governance structure. After Fully 
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demonstrate the parties, line 4 PPP franchise company (Hong Kong company) 

shareholders are investment companies in Beijing, the first group and the Hong Kong 

Railway Group, the contribution proportion were 2%, 49% and 49%. The company set 

up a franchise is composed of 5 directors of the board of directors, the Beijing 

Investment Company appointed 1, first appointed 2, Hong Kong Tiewei sent 2, Beijing 

Investment Company Directors appointed by the chairman, the first and 2 directors 

appointed by the MTR as vice chairman and director respectively. 

Beijing Metro Line 4 project to adopt PPP mode of investment operations, not only to 

solve the problem of financing, the deeper goal is to introduce advanced management 

mechanism, to break the monopoly of the industry, improve the industry efficiency and 

the level of government regulation, more long-term considerations change driven by 

changes in the system of property rights. Though theoretically speaking, the Hongkong 

Metro Company, which has the advantage of technology and management, will be 

more beneficial to play its role as a controlling party of a franchise company. However, 

due to the regulations of the directing catalogue for foreign investment industry, the 

franchise company should be the Chinese control enterprise, and the proportion of the 

Hong Kong iron shareholding should not exceed 50%. This kind of equity structure can 

effectively protect public security and public interest, especially in the rail transit 

industry in Beijing, capital of the capital. Without the absolute controlling party, it can 

give full play to the advantages of all parties. Mobilizing the enthusiasm of the 

shareholders is conducive to the realization of the effective takeover of the B part after 

the end of the franchise period. For the management of the company, it is beneficial to 

give full play to the resources and experience advantages of all parties. 

 

4. Experience and Advantage Reference 

The PPP model of Beijing Metro Line 4 has a very significant effect on cost, efficiency, 

service and so on. From the view of the operation and implementation of the project, 

there are several points of experience and significance: 

 

4.1 Pay Attention to the Early Research and Standardize the Operation 

The investment and financing of infrastructure, such as rail transit, is an extremely 

complex system engineering, which requires the comprehensive use of financial, 

financial and legal knowledge. The project in the absence of a mature experience, 

established by the professional financial advisory, technical adviser, consultant, legal 

adviser passenger flow survey etc. the consultant team, extensive analysis of domestic 

and foreign financing case, after the early more than a year of study, the formation of 

the project implementation plan, and in the joint efforts of all parties and cooperation 
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under normal operation and implementation, finally realize the successful operation of 

the project. 

 

4.2 Pioneering the PPP Financing Model of Rail Transit Construction in China Has 

Relieved the Pressure of Funds 

How to raise funds for construction is the primary obstacle to the development of rail 

transit. For the few profitable projects such as subway, reducing government 

investment is the key to success. According to estimates, MTR subway line 4 is 

responsible for about 30% of the investment, the introduction of the construction funds 

of nearly 5 billion yuan, which means that the government investment saving. At the 

same time, in the operation period, MTR lines, equipment and facilities are also 

responsible for all maintenance and renovation work, is expected to invest nearly 10 

billion yuan. Beijing Metro Line 4 PPP financing operation of the project, determine the 

research contents of the project, the project structure and core problem, complete the 

innovative design of the ownership structure, risk sharing, settlement of passenger 

ticket system, construction and operation of service standards and other specific 

operational level, become a sample of PPP financing mode. 

 

4.3 Introduce the Competition, Improve the Management Level of the Subway 

Operation, Transform the Government Function, and Realize the Separation of 

Government and Enterprise 

Line 4 introduces international advanced subway construction through the introduction 

of strong and experienced international investors. 

Management concept and modern management concept can improve the construction 

efficiency and service level of the subway industry. At the same time, the emergence of 

MTR also brought catfish effect in Beijing metro industry, activate the original subway 

system, achieve the purpose of the reform. 

At the same time, the project through the formulation of "concession agreement" and 

other legal documents and signed, clearly the rights and obligations of the government, 

investors and Chartered Company in line 4 project investment, construction and 

operation of each link, is conducive to the change of government functions, realize the 

separation of the promotion of investment, construction and operation of market 

standardization and the legal system to the iron industry, promote the marketization of 

public utilities, which provides an opportunity to further deepen the reform. 
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