?Infrastructure project
norms being changed
to encourage only
serious pvt investors
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NORMS for infrastruc-
ture projects being imple-
mented under public-pri-
vate partnership (PPP) are
being changed to encour-
age only serious private in-
vestors. At the same time,
government agencies will
have to spell out all project
risks upfront to attract the

formation from the bidder
onits technical and financial
capability relevant to the
ject. “The information
sought should be precise
and quantified so that the
process of shortlisting is fair
and transparent, and does
not expose the government
to disputes and controver-
sies,” says the proposal.
It will cut down significant
time and costs incurred by

best bids from them.

IN BLACK AND WHITE
Implementation Risk Drivers
B Availability/status of project-re-
lated infrastructure like land, -
construction equipment :
BI Status of environmental an
- other statutory clearances
W Status of tie-up for raw materi
- MOfftake arrangement: for
ot productme—up with prospecﬁve
.‘consumers)
i Selection pror,ess far hldder > :
B Track record of projects using similar tedmolagy
Post-implementation Risk Drivers

# Business Risk Analysis: Assessment of contractual risk,
offtake risk and raw material supply risk

& Financial Risk Analysis including key financial indicators and
validity of assumptions used to calculate viability gap funding

interested parties in prepar-

According to documents
with The Indian Express, the
government plans to re-
strict the number of bidders
in such projects to a maxi-
mum of five to encourage
greater participation from
“credible” domesticand in-
ternational investors,

On their part, the govern-
ment agencies will have to
conduct a project risk as-
scss“mqm t (PRA) that must

“spell out the probability of
the project being com-
pleted on time and generat-
ing sufficient cash flows to
service debt”.

The proposal is to
qhorten the pre- quaht" ca-

ing a response, it adds.
Once the expressions of
interest are in,-a minimum
of three and a maximum of
five bidders will qualify for
submitting financial bids.
“In case shortlisting is to be
done for two or three pro-
jects at the same time, the
shortlisted bidders could
be increased to seven and
10 respectively,” says the
proposal.
e rationale for adopt-
g this global practice is to
ensure adequate competi-
tion while restricting the
zone of consideration so
that “alarge number of pre-
qualified bidders do not
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stability in the region.
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dampen the participation by seri-
ous bidders”. “Moreover, re-
stricting the list to the best avail-
able bidders improves the
chances of a successful PPP op-
eration which is typically spread
over a long period,” it says.

The elimination would be
through well-defined evaluation
criteria where technical experi-
ence would be assessed on the
construction work and/or the
revenues earned by the bidder
from its projects in the last five
years. In case of a consortium,
the entity that claims such expe-

rience must hold 26 percenteq-

uilﬁiﬂfwﬂﬂium
orcover, the interested
party must have five-year e_x@ri
ence in operation and mainte-
nance of such projects. In case
of a’consortium, the member
with five year O&M experience
must hold 26 per cent equity in
the consortium.

“In the absence of such expe-

rience, the applicant may be re-
quired to enter into an O&M
agreement with an entity having
equivalent experience, failing
which the concession agree-
ment would be liable for termi-
nation,” say the proposed
guidelines.

As for financial capability, the
minimum net worth of the bid-

product or service and the
availability of inputs, without
being dependent upon the spe-
cific developer.

The Department of Eco-
nomic Affairs |1as outlined a
two-dimension matfix of im-
plémentation (rating 1-5) and

post-tmplemetﬂahon (rating
A-E) risks that wouldBe tabu-

der consortium should not bé
less tha r cent of the esti-

mﬁ@mmgme_p_r%
qu‘Bm before inviting the bid-

ders, the government agencies
or_public sector undertakings
will have to carry ouf the PRA
—in addition to the detailed
project report and the conces-
sion agreement — to assess
risks emanating out of the pro-
ject structure,

The rationale for risk rating
is that prospective investors get
an idea of the risks associated
with the project due to its struc-
turing, market conditions of the

Tated for the projects on offer.
Aﬁecl with 1A rating would
be very attractive to the in-
vestor while a SE project would
be approached with a great
deal of caution.

The matrix would “help gov-
ernment to bring in modifica-

tons inthe project (0 mifigate
the risk associated with particu-
lar variables and improve its
rating and therefore, make it

ffiGre attractive {0 pec-
tive investor thereby ensuring

that the roject is ab ta
£oo from experienced
piayers.figlllgmarket".
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