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Secretariat for the Committee on Infrastructure

Preface

These Guidelines articulate the need for ‘due
diligence’ in the formulation, appraisal and
approval of Public Private Partnership (PPP)
projects of the Central Government. Unlike
private projects where prices are generally
determined competitively and Government
resources are not involved, PPP infrastructure
projects typically involve transfer of public
assets, delegation of governmental authority for
recovery of user charges, private control of
monopolistic services and sharing of risks and
contingent liabilities by the Government.
Protection of user interests and the need to
secure value for public money, as such, demand

a more rigorous treatment of these projects.

Predictability and risk mitigation are key to
successful Public Private Partnerships. They
require a framework that can assure the private
investor of a market driven return at reasonable
levels of risk, and the user of adequate service
quality at an affordable cost. These
preconditions are more difficult to establish than
is commonly realised. Because of the nature of
the risks and the involvement of many
participants including project sponsors, lenders,
Government agencies, and regulatory
authorities, the terms of the project agreements

as well as the tendering arrangements are

usually complex. These involve detailed legal
and contractual agreements that clearly set
forth the risks, rewards and obligations of

various participants.

In the past, inadequate preparatory work has
led to higher transaction costs, contingent

liabilities and delays in project implementation.

International experience too indicates that
inadequately prepared projects, and more
particularly negotiated projects, have led to
renegotiations exposing the respective
governments and users to adverse
consequences. Learning from past experience,
it is necessary to create policy and regulatory

frameworks that would eliminate similar pitfalls.

Responding to the above concerns, the Finance
Ministry, in consultation with the Planning
Commission, has evolved these guidelines to
enshrine an independent appraisal and approval
process. Under this arrangement, administrative
ministries can adopt a ‘proactive’ developmental
approach while the Planning Commission would
focus on due diligence, consistency with
processes in other sectors and consideration of
best practices. The Finance Ministry would

examine the extent of direct and indirect



Central Government exposure and also act as
an arbiter. Standardisation of the approval
process will also ensure that planning, approval
and execution of PPP projects is expedited, thus
restricting the tendency to ‘re-invest the wheel’

with each PPP transaction.

These guidelines were considered and approved
by the Committee on Infrastructure, chaired by
the Prime Minister, and subsequently endorsed
by the Union Cabinet. The guidelines have since
been mandated by the Ministry of Finance for

application to all PPP projects.
q Sl
—

(Gajendra Haldea)
Adpviser to Deputy Chairman,

Planning Commission



Part-1

Procedure for Approval of Public Private Partnership Projects

F. No.2/10/2004-INF
Government of India
Ministry of Finance
Department of Economic Affairs
Infrastructure-1I Section

New Delhi, the 29" of November, 2005

Notification

Subject: Setting up of Public Private Partnership Appraisal Committee

The Cabinet Committee on Economic Affairs (CCEA) in its meeting of October 27, 2005
approved the procedure for approval of public private partnership (PPP) projects. Pursuant to
this decision, a Public Private Partnership Appraisal Committee (PPPAC) is being set up
comprising of the following:

(a)
(b)
(c)
(d)
(e)

Secretary, Department of Economic Affairs (in the Chair);
Secretary, Planning Commission;

Secretary, Department of Expenditure;

Secretary, Department of Legal Affairs; and

Secretary of the Department sponsoring a project.

2. The Committee would be serviced by the Department of Economic Affairs, who will set
up a special cell for servicing such proposals. The Committee may co-opt experts as
necessary.

3. The procedure approved by the CCEA for the approval of the PPP projects is enclosed
at Annex-I. Detailed guidelines for the appraisal/ approval procedure will be notified
separately by this Department.

6 ¢ Guidelines

Sd/-
(Pradeep K. Deb)
Joint Secretary to Government of India



Annex-1

Approval Procedures for Public Private Partnership Projects

1. The Central Government has in place
an elaborate system for investment approval
relating to Public sector projects revolving
around the Public Investment Board (PIB)
chaired by Secretary, Department of
Expenditure with the Planning Commission
providing independent appraisal through the
Project Appraisal Division, followed by
approval of the Cabinet/CCEA. Expenditure
on approved projects is governed by financial

rules and delegation of powers.

2. As government shifts to development
through Public Private Partnership (PPP), it
would be necessary to establish suitable
approval mechanisms that aim at securing
value for money. PPP projects in sectors
such as roads, ports, airports and urban
infrastructure are not ordinary private sector
projects, which are governed by competitive
markets, where prices are determined
competitively and government resources are
not involved. In the PPP projects, there
would be need for due diligence by the
government because the projects typically

nvolve:

i.  Transfer of public assets, including land

(e.g. an existing road or airport facility);

ii.  Delegation of governmental authority to
collect and appropriate user charges that
are levied by force of law and must

therefore be ‘reasonable’;

. Provision of services to users in a
monopoly or semi-monopoly situation,

which imposes a special obligation on

the government to ensure adequate

service quality; and

iv.  Sharing of risks and contingent liabilities
by the government, e.g. when claims
are made under the respective
agreements or when the Central
Government has to provide a backup
guarantee for non-performance by the
entity granting the concession. Even
where an explicit guarantee is not
included there is a danger that non-
performance on part of the State
Governments could attract claims under
bilateral investment promotion

agreements.

3. PPPs are still at a nascent stage in
India, but as reliance on PPPs increase, the
terms of the projects will invite close
scrutiny. Disputes arising out of project terms
could also lead to significant payouts by the
government, underscoring the importance of

careful design of concession terms.

4. These concerns are not addressed even
if project sponsors are selected through
competitive bidding. In fact competitive
bidding only creates a level playing field for
selection of bidders; it may not necessarily
secure good value in terms of performance
standards, user concerns, public revenues and
contingent liabilities. Project terms are,

therefore, crucial.

5. Recognising these problems, it has been
decided to stipulate the following mechanism

for approving the PPP projects henceforth:

Formulation, Appraisal and Approval of PPP Projects o7



PPP Appraisal Committee

6. A PPP Appraisal Committee (PPPAC)
on the model of the PIB will be set up
comprising of the following:

(a) Secretary, Department of Economic
Affairs (in the Chair);

(b) Secretary, Planning Commission;
(c) Secretary, Department of Expenditure;

(d) Secretary, Department of Legal Affairs;
and

(e) Secretary of the Department sponsoring

a project.

The Committee would be serviced by the
Department of Economic Affairs, who will
set up a special cell for servicing such
proposals. The Committee may co-opt

experts as necessary.

7. The Ministry of Finance will be the
nodal Ministry responsible for examining
concession agreements from the financial
angle, deciding on guarantees to be extended,
and generally assesing risk allocation from
the investment and banking perspectives. It
would also ensure that projects are
scrutinised from the perspective of

government expenditure.

8. The Planning Commission will set up a
PPP Appraisal Unit (PPPAU), similar to the
existing PAMD which appraises public sector
projects. This unit will prepare an appraisal
note for the PPPAC providing specific
suggestions for improving the concession

terms, where this is possible.

8 ¢ Guidelines

9. Ministry of Law and Justice,
Department of Legal Affairs, would also be
represented on the PPP Appraisal Committee,
as the concession agreements would require

careful legal scrutiny.

10. In view of the size and complexity of
PPP projects, it may be necessary to secure
the assistance of qualified legal, financial or
technical experts to undertake the requisite
due diligence. This may be necessary in
order to protect government interest,
particularly in the face of highly qualified
expertise that the private sector participants
may employ while negotiating these projects.
Planning Commission and the Finance
Ministry would engage the experts as

necessary.

11. Projects where the capital cost or
underlying value of the assets is more than
Rs. 100 crore would be brought before the
PPP Appraisal Committee. Once cleared by
the Committee, the project would be put up
to the Competent Authority for final

approval.
Project Formulation and Appraisal

12. The Ministry concerned may develop
individual proposals using legal, financial and
technical consultants and also avail the
benefit of an inter-ministerial consultative
group, if necessary. The proposal as
formulated by the Ministry would be
considered by the PPP Appraisal Committee
for ‘in principle’ clearance before inviting
expressions of interest from prospective

investors.

13. Following the ‘in principle’ clearance of

the PPP Appraisal Committee, the concerned



Ministry may invite expressions of interest
and develop the documents further. Where
necessary inter-ministerial consultations and
pre-bid conferences with bidders may also be
held. The concession agreements thus
finalised for the purposes of inviting financial
bids should be cleared by the PPP Appraisal
Committee before technical and financial bids

are invited.

14. In cases where the PPP project is
based on a duly approved Model Concession
Agreement (MCA), ‘in principle’ clearance
by the PPP Appraisal Committee would not
be necessary. In such cases, approval of the
PPP Appraisal Committee may be obtained
only before inviting the technical and
financial bids.

15. In case there are departures from the
MCA which are not material or substantive,
such departures may be cleared by the PPP
Appraisal Committee with the approval of
Finance Minister. Where the departures are
material or substantive, approval of the
authority that approved the MCA would be

necessary.

16. For projects where the capital costs or
underlying value of the assets is less than
Rs. 100 crore, the Department of
Expenditure would issue detailed guidelines
for appraisal of concession agreements. Such
projects would not require appraisal/approval
of the PPP Appraisal Committee and would
be cleared by the EFC/SFC as applicable.

17. The above arrangement enshrines an
independent approval process. The
administrative Ministry can adopt a “pro-

active” developmental approach while the

Planning Commission can focus on due
diligence, consistency with processes in other
sectors and consideration of best practice.
The Finance Ministry can consider the extent
of direct and indirect Central Government

exposure and also act as an arbiter.

Formulation, Appraisal and Approval of PPP Projects 9



Part-11

Guidelines For Formulation, Appraisal and Approval of Public
Private Partnership (PPP) Projects

The Guidelines for Formulation, Appraisal and
Approval of Public Private Partnership
Projects were notified by Ministry of
Finance, Department of Economic Affairs,
vide OM No. 1/5/2005 - PPP. dated January
12, 2006.

1. Introduction

1.1 The Central Government has notified a
system for appraisal/ approval of projects to
be undertaken through Public Private

Partnership (PPP). Detailed procedure to be

followed for this purpose is specified below.

2. Institutional structure

2.1 The institutional structure for the
appraisal/approval mechanism is specified at

Annex-I.

3. Applicability

3.1 These guidelines will apply to all PPP
projects sponsored by Central Government
Ministries or Central Public Sector
Undertakings (CPSUs), statutory authorities
or other entities under their administrative

control.

3.2 The procedure specified herein will
apply to all PPP projects with capital costs
exceeding Rs. 100 crore or where the
underlying assets are valued at a sum

greater than Rs. 100 crore. For appraisal/

10 ¢ Guidelines

approval of PPP projects involving a lower
capital cost/value, detailed instructions will be

issued by the Department of Expenditure.

4. Project identification

4.1 The sponsoring Ministry will identify
the projects to be taken up through PPPs
and undertake preparation of feasibility
studies, project agreements etc. with the
assistance of legal, financial and technical

experts as necessary.

5. Inter-ministerial consultations

5.1 The Administrative Ministry may, if
deemed necessary, discuss the details of the
project and the terms of concession
agreement in an inter-ministerial consultative
committee and comments, if any, may be
incorporated or annexed to the proposal for
consideration of PPPAC.

5.2 There could be projects, which involve
more than one Ministry/Department. While
considering such projects, PPPAC may seek

participation of such Ministries/ Departments.

6. ‘In principle’ approval of PPPAC

6.1 While seeking ‘in principle’ clearance
of PPPAC, the Administrative Ministry shall
submit its proposal (in six copies, both in
hard and soft form) to the PPPAC

Secretariat in the format specified at



Annex-II and accompanied by the pre-
feasibility/ feasibility report and a term-sheet
containing the salient features of the

proposed project agreements.

6.2 PPPAC Secretariat will circulate the
copies of PPPAC memo and associated
documents to all concerned. A meeting of
the PPPAC will be convened within three
weeks to consider the proposal for ‘in

principle’ approval.

6.3 In cases where the PPP project is
based on a duly approved Model Concession
Agreement (MCA), ‘in principle’ clearance
by the PPPAC would not be necessary. In
such cases, approval of the PPPAC may be
obtained before inviting the financial bids as

detailed below.
7. Expression of Interest

7.1 Following the ‘in principle’ clearance of
PPPAC, the Administrative Ministry may
invite expressions of interest in the form of
Request for Qualification (RFQ) to be
followed by short-listing of pre-qualified
bidders.

8. Formulation of project documents

8.1 The documents that would need to be
prepared would, inter alia, include the
various agreements to be entered into with
the concessionaire detailing the terms of the
concession and the rights and obligations of
the various parties. These project documents
would vary depending on the sector and type
of project. Typically, a PPP will involve the
concession agreement that will specify the

terms of the concession granted to the

private party and will include the rights and
obligations of all parties. There could be
associated agreements based on specific

requirements.

9. Appraisal/Approval of PPPAC

9.1 RFP (Request for Proposals), i.e.
invitation to submit financial bids, should
normally include a copy of all the
agreements that are proposed to be entered
into with the successful bidder. After
formulating the draft RFP, the Administrative
Ministry would seek clearance of the
PPPAC before inviting the financial bids.

9.2 The proposal for seeking clearance of
PPPAC shall be sent (in six copies) to the
PPPAC Secretariat in the format specified at
Annex-1III along with copies of all draft
project agreements and the Project Report.
The proposal will be circulated by PPPAC
Secretariat to all members of the PPPAC.

9.3 Planning Commission will appraise the
project proposal and forward its Appraisal
Note to the PPPAC Secretariat. Ministry of
Law and any other Ministry/ Department
involved will also forward written comments
to the PPPAC Secretariat within the
stipulated time period. The PPPAC
Secretariat will forward all the comments to
the Administrative Ministry for submitting a

written response to each of the comments.

9.4 The concession agreement and any
supporting agreements/ documents thereof,
alongwith the PPPAC Memo, will be
submitted for consideration of PPPAC. The
PPPAC will take a view on the Appraisal

Note and on the comments of different

Formulation, Appraisal and Approval of PPP Projects 11



Ministries, alongwith the response from the

Administrative Ministry.

9.5 PPPAC will either recommend the
proposal for approval of the competent
authority (with or without modifications) or
request the Administrative Ministry to make

necessary changes for further consideration
of PPPAC.

9.6 Once cleared by the PPPAC, the
project would be put up to the competent
authority for final approval. The competent
authority for each project will be the same

as applicable for projects approval by PIB.
10. Invitation of bids

10.1 Financial bids may be invited after final
approval of the competent authority has been
obtained. However, pending approval of the
competent authority, financial bids could be
invited after clearance of PPPAC has been

conveyed.
11. Time frame

11.1 The time frame for the appraisal of
projects under the above procedure is at
Annex-IV.

12. Exemption from the above

procedure

12.1 Ministry of Defence, Department of
Atomic Energy and Department of Space
will not be covered under the purview of

these guidelines.

12 ¢ Guidelines



Annex-I

Institutional structure

Public Private Partnership Appraisal
Committee

Pursuant to the decision of the Cabinet
Committee on Economic Affairs (CCEA) in
its meeting of 27" October, 2005, a Public
Private Partnership Appraisal Committee
(PPPAC) has been set up comprising of the

following:

(a)  Secretary, Department of Economic
Affairs (in the Chair);

(b)  Secretary, Planning Commission;
(c)  Secretary, Department of Expenditure;

(d) Secretary, Department of Legal Affairs;

and

(e) Secretary of the Department sponsoring

a project.

The Committee may co-opt experts as

necessary.

2. The Committee would be serviced by
the Department of Economic Affairs, who
will set up a special cell, called the PPPAC

Secretariat for servicing such proposals.

3.  The Ministry of Finance will be the
nodal Ministry responsible for examining
concession agreements from the financial
angle, deciding on guarantees to be extended,
and generally assesses risk allocation from
the investment and banking perspectives. It
would also ensure that projects are
scrutinised from the perspective of

government expenditure.

4.  The Planning Commission will set up a
PPP Appraisal Unit (PPPAU), similar to the
existing PAMD which appraises public sector
projects. This unit will prepare an appraisal
note for the PPPAC providing specific
suggestions for improving the concession

terms, where this is possible.

5.  Ministry of Law and Justice,
Department of Legal Affairs, would also be
represented on the PPP Appraisal Committee,
as the concession agreements would require

careful legal scrutiny.

Formulation, Appraisal and Approval of PPP Projects 13



Annex-I1

Memorandum for PPP Appraisal Committee

(for ‘in principle’ approval)

S.No. Item

1. General

1.1 Name of the Project

1.2 Type of PPP (BOT, BOOT, BOLT, OMT etc.)

1.3 Location (State/District/Town)

1.4 Administrative Ministry/ Department

1.5 Name of Sponsoring Authority

1.6 Name of the Implementing Agency

2. Project Description

2.1 Brief description of the project

22 Justification for the project

23 Possible alternatives, if any

24 Estimated capital costs with break-up under major
heads of expenditure. Also indicate the basis of
cost estimation.

2.5 Phasing of investment

2.6 Project Implementation Schedule (PIS)

3. Financing Arrangements

3.1 Sources of financing (equity, debt, mezzanine
capital etc.)

32 Indicate the revenue streams of the Project (annual
flows over project life). Also indicate the underlying
assumptions.

33 Indicate the NPV of revenue streams with 12%
discounting

34 Who will fix the tariff/ user charges? Please

14 ¢ Guidelines

specify in detail.

Response




35 Have any FIs been approached? If yes, there
response may be indicated

4. IRR
4.1 Economic IRR (if computed)
4.2 Financial IRR, indicating various assumptions (attach

separate sheet if necessary)

5. Clearances
5.1 Status of environmental clearances
52 Clearance required from the State Government

and other local bodies

53 Other support required from the State Government
6. Gol Support

6.1 Viability Gap Funding, if required

6.2 GOI guarantees being sought, if any

7. Concession Agreement

7.1 Term sheet of the proposed Concession Agreement

(Attached at Appendix-A)

8. Criteria for short-listing
8.1 Is short-listing to be in one stage or two stages?
8.2 Indicate the criteria for short-listing (attach separate

sheet if necessary)

9. Others

9.1 Remarks, if any

Formulation, Appraisal and Approval of PPP Projects o15



Annex-I1
(Appendix-A)

Term Sheet of the proposed Concession Agreement

A.  Sponsoring Ministry: C.
B. Name and location of the Project: D.

S.No. Item

1. General

1.1 Scope of the Project (Please state in about
200 words)

1.2 Nature of Concession to be granted

1.3 Period of Concession and justification for
fixing the period

1.4 Estimated capital cost

1.5 Likely construction period

1.6 Conditions precedent, if any, for the
concession to be effective

1.7 Status of land acquisition

2. Construction and O&M

2.1 Monitoring of construction; whether an
independent agency/ engineer is
contemplated

22 Minimum standards of Operation and
Maintenance

23 Penalties for violation of prescribed O&M
standards

24 Safety related provisions

25 Environment related provisions

3. Financial

3.1 Maximum period for achieving financial

close

16 ¢ Guidelines

Legal Consultant:

Financial Consultant:




S.No. Item

32 Nature and extent of capital grant/ subsidy
contemplated

33 Bidding parameter (capital subsidy or other
parameter)

34 Provisions for change of scope and the
financial burden thereof

35 Concession fee, if any, payable by the
Concessionaire

3.6 User charges/ fee to be collected by the
Concessionaire

3.7 Indicate how the user fee is to be
determined; the legal provisions in support
of user fee (attach the relevant rules/
notification); and the extent and nature of
indexation for inflation

3.8 Provisions, if any, for mitigating the risk of
lower revenue collection

39 Provisions relating to escrow account, if any

3.10 Provisions relating to insurance

3.11 Provisions relating to audit and certification
of claims

3.12 Provisions relating to assignment/ substitution
rights relating to lenders

3.13 Provisions relating to change in law

3.14 Provisions, if any for compulsory buy-back
of assets upon termination/ expiry

3.15 Contingent liabilities of the government

(a) Maximum Termination Payment for
Government/ Authority Default

(b) Maximum Termination Payment for
Concessionaire Default

(c) Specify any other penalty, compensation
or payment contemplated under the

agreement

Formulation, Appraisal and Approval of PPP Projects 17




S.No. Item

4. Others

4.1 Provisions relating to competing facilities, if
any

4.2 Specify the proposed Dispute Resolution
Mechanism

4.3 Specify the proposed governing law and
jurisdiction

44 Other remarks, if any

18 ¢ Guidelines
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Annex-I111

Memorandum for PPP Appraisal Committee

(for final approval)

S.No.

1.1

1.2

1.3

14

1.5

1.6

2.1

22

23

24

2.5

2.6

3.1

32

33

Item

General

Name of the Project

Type of PPP (BOT, BOOT, BOLT, OMT etc.)
Location (State/District/Town)

Administrative Ministry/ Department

Name of Sponsoring Authority

Name of the Implementing Agency

Project Description

Brief description of the project
Justification for the project
Possible alternatives, if any

Estimated Capital costs with break-up under major
heads of expenditure. Also indicate the basis of cost

estimation.
Phasing of investment

Project Implementation Schedule (PIS)
Financing Arrangements
Sources of financing (equity, debt, mezzanine capital

etc.)

Indicate the revenue streams of the Project (annual
flows over project life). Also indicate the underlying

assumptions.

Indicate the NPV of revenue streams with 12%

discounting

Response

Formulation, Appraisal and Approval of PPP Projects ¢19



S.No. Item

34

3.5

4.1
4.2

5.1
52

53

6.1

6.2

7.1

7.2

8.1
8.2

9.1

20 o Guidelines

Who will fix the tariff/ user charges? Please
specify in detail.

Have any FIs been approached? If yes, there
response may be indicated

IRR

Economic IRR (if computed)

Financial IRR, indicating various assumptions (attach
separate sheet if necessary)

Clearances

Status of environmental clearances

Clearance required from the State Government and
other local bodies

Other support required from the State Government
Gol Support

Viability Gap Funding, if required

GOI guarantees being sought, if any
Concession Agreement

Is the Concession Agreement based on MCA? If

yes, indicate the variations, if any, in a detailed note
(to be attached)

Details of Concession Agreement (Attached at
Appendix-A)

Criteria for short-listing

Is short-listing to be in one stage or two stages?

Indicate the criteria for short-listing (attach separate
sheet if necessary)

Others

Remarks, if any

Response




Annex-111
(Appendix-A)

Brief particulars of the Concession Agreement

A.

B.

Sponsoring Ministry:

Name and location of the Project:

S.No. Item

1.1

1.2

1.3

14

1.5

1.6

1.7

2.1

2.2

23

24

2.5

General

Scope of the Project (Please state in
about 200 words)

Nature of Concession to be granted

Period of Concession and justification
for fixing the period

Estimated capital cost
Likely construction period

Conditions precedent, if any, for the

concession to be effective

Status of land acquisition

Construction and O&M

Monitoring of construction; whether
an independent agency/ engineer is
stipulated

Minimum standards of Operation and

Maintenance

Penalties for violation of prescribed
O&M standards

Safety related provisions

Environment related provisions

C.  Legal Consultant:

D. Financial Consultant:

Clause No. Description

Formulation, Appraisal and Approval of PPP Projects 21



S.No. Item
3. Financial
3.1 Maximum period for achieving

financial close

3.2 Nature and extent of capital grant/
subsidy stipulated

33 Bidding parameter (capital subsidy or

other parameter)

34 Provisions for change of scope and

the financial burden thereof

35 Concession fee, if any, payable by
the Concessionaire

3.6 User charges/ fee to be collected by

the Concessionaire

3.7 Indicate how the user fee has been
determined; the legal provisions in
support of user fee (attach the
relevant rules/ notification); and the
extent and nature of indexation for

inflation

3.8 Provisions, if any, for mitigating the

risk of lower revenue collection

39 Provisions relating to escrow account,
if any

3.10 Provisions relating to insurance

311 Provisions relating to audit and

certification of claims

3.12 Provisions relating to assignment/

substitution rights relating to lenders
3.13 Provisions relating to change in law

3.14 Provisions, if any for compulsory buy-
back of assets upon termination/expiry
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S.No. Item

3.15

4.

4.1

4.2

43

4.4

Contingent liabilities of the

government

(a) Maximum Termination Payment
for Government/ Authority
Default

(b) Maximum Termination Payment

for Concessionaire Default

(c) Specify any other penalty,
compensation or payment
contemplated under the
agreement

Others
Provisions relating to competing
facilities, if any

Specify the Dispute Resolution
Mechanism

Specify the governing law and

jurisdiction

Other remarks, if any

Formulation, Appraisal and Approval of PPP Projects 23



Annex-1V

Time required for various steps under the appraisal procedure
for PPP projects

1. ‘In principle’ approval by PPPAC Three weeks from the time of submission
of the proposal by the Administrative
Ministry
2. Comments of Planning Commission, Three weeks from the time of submission
DEA or any other Ministry/ Deptt. on of the final documents by the
the final documents forwarded by the Administrative Ministry
Administrative Ministry
3. Final approval by PPPAC Two weeks from the sub mission of the

PPPAC Memo along with final documents
by the Administrative Ministry

24 o Guidelines



Part-I11

Guidelines for Projects costing less than Rs. 250 crore

(Rs. 500 crore for NHDP)

1. Introduction

1.1 The procedure approved for appraisal
of Public Private Partnership (PPP) projects
by decision of CCEA in its meeting of
October 27, 2005, as notified vide DEA
notification No. 2/10/2004-INF dated
November 29, 2005, has been modified by
decision of CCEA in its meeting of March
22, 2007, as notified vide DEA notification
No. 10/32/2006-INF dated April 2, 2007.

1.2 Detailed procedure to be followed for
appraisal/approval of PPP projects (i) of all
sectors of cost greater than Rs. 100 crore
but less than Rs. 250 crore and (ii) under
NHDP of cost Rs. 250 crore or more but
less than Rs. 500 crore and fulfilling certain
conditions as stated in para 3.1 (ii) (a) to
(c) is specified below.

2. Institutional Structure

2.1 Pursuant to the decision of the CCEA
notified vide notification of DEA dated April
2, 2007,

i For appraisal of PPP projects of all
sectors of cost greater than Rs. 100
crore but less than Rs. 250 crore, a
Committee has been set up comprising
of the following:

a. Secretary, Department of Economic
Affairs

b. Secretary of the Ministry/

Department sponsoring the project

ii. For appraisal of projects under NHDP
of cost Rs. 250 crore or more but less
than Rs. 500 crore and which fulfill
conditions as specified in para 3.1 (ii)
(a) to (c) below, the Committee shall

be as follows:

a. Secretary, Department of Economic
Affairs

b. Secretary, Department of Road
Transport and Highways

2.2 Initially the projects will be appraised
by the Standing Finance Committee (SFC).

The composition of SFC will be as follows:

Secretary of the Administrative Chairman
Ministry
Financial Adviser Member

Joint Secretary of the concerned  Member
Division

Representative of the Department Member
of Legal Affairs

Representative of Planning Commission and
any other Ministry/Department may also be
invited, if required. SFC will either
recommend the proposal for approval to the
Committee in para 2.1 above or request the
Administrative Ministry to make necessary

changes for further consideration of SFC.

2.3 The competent authority for each

project will be the same as applicable for
normal investment proposals costing more
than Rs. 100 crore but less than Rs. 500

crore.
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3. Applicability

3.1 The procedure specified below will
apply to the following PPP projects
sponsored by Central Government Ministries,
statutory authorities or other entities under

their administrative control:

i Projects of all sectors costing more
than Rs. 100 crore and less than
Rs. 250 crore.

1. NHDP projects of cost Rs. 250 crore
or more but less than Rs. 500 crore

which fulfill the following conditions:

a. The bidding is according to the
procedure endorsed by PPPAC.
This includes the process of two-
stage bidding, pre- bid qualification
norms etc. This implies that in the
first stage, NHAI could short list
and pre-qualify bidders on the
basis of pre-bid qualification norms
for inviting financial bids in the

second stage.

b. The Model Concession Agreement
(MCA) approved by the
Competent Authority is being
followed.

c. The project has been designed in
accordance with the manual of
standards and specifications as
approved by the competent
authority in the Administrative
Ministry and stipulated in the
approved MCA.

3.2 Projects of cost Rs. 250 crore or
more and less than Rs. 500 crore which do
not fulfill the conditions as stated in para
3.1(11) (a) to (c) above would be submitted
by the Administrative Ministry to the PPPAC
for approval.

26 o Guidelines

4. Project Identification

4.1 The sponsoring Ministry/entity will
identify the projects to be taken up through
PPPs and undertake preparation of feasibility
studies, project agreements etc. with the
assistance of legal, financial and technical

experts as necessary.
5. Formulation of Project Documents

5.1 The documents that would need to be
prepared would, inter alia, include the various
agreements to be entered into with the
Concessionaire detailing the terms of the
concession and the rights and obligations of
the various parties. These project documents
would vary depending on the sector and type
of project. Typically, a PPP will involve the
concession agreement that will specify the
terms of the concession granted to the
private party and will include the rights and
obligations of all parties. There could be
associated agreements based on specific

requirements.
6. Appraisal/Approval of SFC

6.1 RFP (Request for Proposals), i.e.
invitation to submit financial bids should
include a copy of all the agreements that are
proposed to be entered into with the
successful bidder. After formulating the draft
RFP, the Administrative Ministry would seek
clearance of the SFC.

6.2 The proposal for seeking clearance of
SFC shall be circulated to all members of
SFEC in the format specified at Annex-I along
with copies of all draft project agreements
and the Project Report within one week of

receipt.

6.3 Planning Commission will appraise the



project proposal and forward its Appraisal
Note to the Administrative Ministry. Ministry
of Law and any other Ministry/Department
involved will also forward written comments
to the Administrative Ministry. The SFC will
take a view on the Appraisal Note and on
the comments of different ministries, along
with the response from the Administrative
Ministry.

6.4 SFC will either recommend the
proposal for approval of the Committee in
para 2.1 (i) or 2.1 (ii) above whichever is
applicable (with or without modifications) or
request the Administrative Ministry to make
necessary changes for further consideration
of SFC.

7. Approval by Committee in Para 2.1

7.1 Once cleared by the SFC, the project
would be put up for approval of the
Committee in para 2.1 on file. The
Committee may either recommend the
proposal for approval of the competent
authority or request the Administrative
Ministry to make necessary changes for
further consideration of the Committee. Once
cleared by the Committee, the project would
be put up to the competent authority for

approval.
8. Invitation of bids

8.1 Financial bids may be invited after
approval of the competent Authority has
been obtained. The competent authority for
each project will be the same as applicable
for normal investment proposals costing more
than Rs. 100 crore. However, pending
approval of the Competent Authority, financial
bids could be invited after the approval/
clearance by the Committee.

9. Time frame

9.1 The time frame for the appraisal of
projects under the above procedure is at
Annex-IIL

10. Exemption from the above
procedure

10.1 Ministry of Defence, Department of
Atomic Energy and Department of Space
will not be covered under the purview of
these guidelines.
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Annex-1

Memorandum for SFC

[Note: Use the same format as at Annex-III of the Guidelines dated January 12, 2006 (Refer page
19 of this volume)]

Annex-I
(Appendix-A)

Brief particulars of the Concession Agreement

[Note: Use the same format as at Annex-1II/Appendix-A of the Guidelines dated January 12, 2006
(Refer page 21 of this volume)]

Annex-I1

Time required for various steps under the appraisal procedure

1. Comments of Planning Commission, Three weeks from the time of circulation of the
or any other Ministry/Department SFC memo by the Administrative Ministry
on the documents circulated by the

Administrative Ministry

2. Appraisal of proposal by SFC Five weeks from the time of circulation of the
SFC memo by the Administrative Ministry

3. Clearance by Committee consisting Seven weeks from the time of circulation of the
of Secretary, DEA and Secretary of SFC memo by the Administrative Ministry
Administrative Ministry/Secretary,
DORTH on file

4, Approval by competent authority Nine weeks from the time of circulation of the
SFC memo by the Administrative Ministry
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Part-1V

Guidelines for Projects costing less than Rs. 100 crore

1. Introduction

1.1 The Central Government has notified a
system for appraisal/approval of projects to
be undertaken through Public Private
Partnership (PPP). Department of Economic
Affairs has issued Guidelines for formulation,
appraisal and approval of PPP projects with
capital costs of Rs. 100 crore or where the
underlying assets are valued at an amount
greater than Rs. 100 crore. Detailed
procedure to be followed for appraisal/
approval of PPP projects involving less than

Rs. 100 crore is specified below.

2. Institutional structure

2.1 Projects costing upto Rs. 5 crore will
be appraised by the Administrative Ministry.
Projects costing above Rs. 5 crore but less
than Rs. 25 crore will be appraised by the
Standing Finance Committee (SFC). The
forum for appraisal of projects costing Rs.
25 crore and above but less than Rs. 100
crore will be the Expenditure Finance
Committee (EFC) chaired by the Secretary
of the Administrative Ministry. The
composition of SFC and EFC will be the
same as laid down for appraisal of normal
investment proposals costing less than Rs.
100 crore, except that Department of Legal
Affairs would also be represented on these
Committees, as the concession agreements
would require careful legal scrutiny. The
competent authority for each project will be
the same as applicable for normal investment

proposals costing less than Rs. 100 crore.

3. Applicability

3.1 These guidelines will apply to all PPP
projects sponsored by Central Government
Ministries, statutory authorities or other
entities under their administrative control. In
respect of CPSEs, these guidelines will apply
only in respect of proposals which are
beyond the existing delegated powers of

CPSEs for normal investment decisions.

4. Project Identification

4.1 The sponsoring Ministry/entity will
identify the projects to be taken up through
PPPs and undertake preparation of feasibility
studies, project agreements etc. with the
assistance of legal, financial and technical

experts as necessary.

5. Inter-ministerial consultations

5.1 The Administrative Ministry will
circulate the details of the project and the
terms of concession agreement to the
appraising agencies and comments received
will be incorporated or annexed to the

proposal for consideration of SFC/EFC.

5.2 There could be projects, which involve
more than one Ministry/ Department. While
considering such projects, participation of

such Ministries/ Departments will be sought.

6. Formulation of Project Documents

6.1 The documents that would need to be

prepared would, inter alia, include the
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various agreements to be entered into with
the concessionaire detailing the terms of the
concession and the rights and obligations of
the various parties. These project documents
would vary depending on the sector and
type of project. Typically, a PPP will involve
the concession agreement that will specify
the terms of the concession granted to the
private party and will include the rights and
obligations of all parties. There could be
associated agreements based on specific

requirements.

7.  Appraisal/Approval of SFC/EFC

7.1 RFP (Request for Proposals), i.e.
invitation to submit financial bids, should
normally include a copy of all the
agreements that are proposed to be entered
into with the successful bidder. After
formulating the draft RFP, the Administrative
Ministry would seek clearance of the SFC/
EFC before inviting the financial bids.

7.2 The proposal for seeking clearance of
SFC/EFC shall be circulated to all members
of SFC/EFC in the format specified at
Annex-I along with copies of all draft

project agreements and the Project Report.

7.3 Planning Commission will appraise the
project proposal and forward its Appraisal
Note to the Administrative Ministry. Ministry
of Law and any other Ministry/Department
involved will also forward written comments
to the Administrative Ministry within the
stipulated time period. The SFC/EFC will
take a view on the Appraisal Note and on
the comments of different Ministries,
alongwith the response from the

Administrative Ministry.
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7.4 SFC/EFC will either recommend the
proposal for approval of the competent
authority (with or without modifications) or
request the Administrative Ministry to make

necessary changes for further consideration
of SFC/EFC.

7.5 Once cleared by the SFC/EFC, the
project would be put up to the competent

authority for approval.

8. Invitation of bids

8.1 Financial bids may be invited after
approval of the competent authority has been
obtained. The competent authority for each
project will be the same as applicable for
normal investment proposals costing less than
Rs. 100 crore.

9. Time frame

9.1 The time frame for the appraisal of
projects under the above procedure is at
Annex-II.

10. Exemption from the above
procedure

10.1 Ministry of Defence, Department of
Atomic Energy and Department of Space
will not be covered under the purview of

these guidelines.



Annex-1
Memorandum for SFC/EFC

[Note: Use the same format as at Annex-III of the Guidelines dated January 12, 2006 (Refer page
19 of this volume)]

Annex-I
(Appendix-A)

Brief particulars of the Concession Agreement

[Note: Use the same format as at Annex-III/Appendix-A of the Guidelines dated January 12, 2006 (Refer
page 21 of this volume)]

Annex-I11

Time required for various steps under the appraisal procedure

1. Comments of Planning Commission, Four weeks from the time of circulation of the
Department of Expenditure or any SFC/EFC memo by the Administrative Ministry
other Ministry/Department on the
documents circulated by the

Administrative Ministry

2. Appraisal of proposal by SFC/EFC Six weeks from the time of circulation of the
SFC/EFC memo by the Administrative Ministry

3. Approval by competent authority Eight weeks from the time of circulation of the
SFC/EFC memo by the Administrative Ministry

Formulation, Appraisal and Approval of PPP Projects 31







<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




