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GOVERNMENT OF KERALA
Abstract

Local self Govemment Department - Private Sector Participation in the Implementation of
Projects by Local Self Government Institutions/Local Authorities - Guidelines-issued.

LOCAL SELF GOVERNMENT (N) DEPFARTMENT

G.0.{MS) No. 298/2004/t SGD Dated, Thiruvananthapuram 13.10.2004

Read:- 1. GO(Rt) No. 292/03/LSG, Dated 23/01/2003

2. Minutes of the meeting of the High Level Committes heid an 10/08/2004

QRDER
in the Govemmenl order dated 23/01/2003, a high level commitiee was constituted by
Government to act as single window for clearing projects of the bodies with private sacior patticipation
using models like DOT, BOOT, BOLT etc. which requires Govermment level clearance. The high level
commitieg in their meeting held on 10/08/2004 has discussed and finalized guidslines for the
deveiopment of various projects undertaken by the locat self Govemment institutions/local authornties.

The guidelines approved are annexed. The Local Self Government Institutions/Local Authorities
will follow the guidelines for developing projects before ulilizing Government funds for development of
projects.

By Order of the Governor

P.KAMALKUTTY
Secretary to Government

Tyun
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1.1

1.2

Guidelines for the Development of Projects through Private Sector,
Participation in Local Self Government Institutions

Introduction

Local self government institutions/local authorities in the State are venturing in to project devel-

opment activities and programs for which they have either limited resources and or no expertise.

It is important that they should acquire knowledge and experience in implementing the activities

and programs, related to project development. Government feels that Local Self Government
Institutions (LSGls), Local Authorities (LAs) could be encouraged to explore various avenues '
for implementing the projects looking beyond Government funds. Therefore Local Self Goven-

ment Institutions/Locat Authorities could look into the possibilities utilizing capital, experience,

expertise and efficiency of the private investor and also utilize their resources for the effective

implementation of the programs/schemes/projects to the extent possible. The different modes of
Private Sector Participation (PSP) for development of the projects are BOT, BOST, BOOT,

BOO, BLT etc.

Few of projects/sehemes that LSGIs/LAs can undertake through private sector participation are
as follows: '

(1) Market complex development
(2) Busterminal complex |

(3) Commercial/shopping complex
(4) Area/composite development
(5) Roadsand bridges

(6) Village link roads and bridges
(7) Parking plazas

(8) Development of tourist centres
(9) Beachdevelopment

(10) Meat, fish and vegetable markets
(11) Amusement park

(12) Solid waste mapagement

As Local Self Government Institutions/Local Authorities do not have the required competencyto

carry out project development through PSP (as projt__:ct‘preparatory and feasibility assessment in

aspecialised subject), the services of project development agency with experience in carrying

out projects through PSP with necessary technical, financial and legal competence should be
ized _ _

The Government of Kerala is engaging ICICI-Kinfra Limited (I-Kin) as the official project
development agency of Local Self Government Institutions for development of projects
through private sector participation route. ICICI Kinfra Limited, is 2 joint venture company v)
formed by Government of Kerala with ICICI, incorporated in 1996, vide GO (MS)No 31/96/
ID dated 7/2/1996. Government of Kerala formed I-Kin to accelerate the development of
infrastructure in the State through private sector participation and private capital in the TV (I-Kin).
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Government has put its share capital through KINFRA (Kerala Industrial Infrastructure Devel-
opment Corporation) (refer GO Number MS. No. 31/96/ID dated 7/2/1996). The need of a
detailed feasibility study leading to preparation of bankable bidding document and Concession
Agreement is essential to make the project development process transparent and effective, Hence
the role of a project development agency like ICICI-Kinfra limited can be sought by LSGI's/
local authorities. Therefore the following guidelines are issued in this regard.

2.0  ProjectDevelopment: Guidelines
2.1.0 'Projcct Conceptualisation : (Steps)

~2.1.1  TheLocal Self Government Institutions/local authorities may identify or take the assistance of
ICICI Kinfra Limited (herein and after referred as PDA), to list out all possible projects which
~ are essential for the development.

7.12  Prioritise these listed projects considering the immediate requirement of the Local Self Govern-
ment Institutions/local authorities and also based on land availability.

213  Resolution made from the Leoal Self Government Institutions/local authorities to engage the
project development agency as stated in 2.1.1 to select the appropriate project from the prioritized
list and also to study the viability of the project to develop it through private sector participation.

214 Initial site visits to be made by the Project Development Agency to make an initial assessment
and site visit for the project development with Local Self Government institutions/local authori-
ties. The PDA also would formulate the Terms of Reference (TOR) for the project development
with PSP, and discuss the methodology and modality of the development with the LSGIs/LAs.

21.5 Submission of Concept report/Note on the preliminary Viability Assessmernt by the Project De-
velopment Agency witha project development proposal along with the TOR and its deliverables
including the fee structure. This concept note for the project development by the PDA will be
made without charging any fees to LSGIS/LAs.

2.1.6  Finalization of scope of work, TOR and fees mentioned in the report/proposal by LSGIs/LAs.

2.1.7  Council approval of the proposal submitted by the PDA for the project development by LSGIs/
LAs.

2.1.8  The Local Self Government Institutions/iocal authorities to issue work order in line with 2.1.7 for
the project development to the project developing agency.

519  The work order issued by LSGIs/LAs to the PDA would act as a firm order for executing the
project development activities as per the TOR. S

Broad out line of the scope of the assignment undertaken by the project dcvelopﬁient agency:
The scope of the development may be in three stages in a phased manner
Phiase - 17 Viability assessment
Phase - 2: Project structuring and BOT documentation
Phase - 3: Bidding and bid process management
3.0. Phase - 1 : Viability Assessment
The scope of the Project Development Agency in conducting preliminary viability assessment 18

as follows:
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3.1

3.2

3.3

34

35

3.6

3.7

4.0.

4.1

42

Demand Assessment : In demand assessment the Project Development Agency will assess the
current demand for the project and the future demand projection of the project: With the existing
and future demand details the need for the project will be established and the facilities to be
provided in the project will also be identified.

Technical Viability Assessment : Technical viability assessment will give layout plan of the project,
detailed designs of the type of facilities that can be provided in the project and also the estimated
cost involved in the implementation of the project.

Financial Viability Assessment : This study will identify the different revenue streams by consider-
ing the facilities to be provided in the project. Possible revenue addons will also be identified at
this stage ofthe study. Returns from the project and the ability of the project to service the debt
component will also be assessed in financial viability assessment.

Commercial Viability Assessment : Funding option study, identification of risks involved in the
project, mode of private sector participation etc., of the project will be studied through the
commercial viability assessment.

The Project Development Agency on submission of the above phase-1 report (Viability Report)
containing the above details to the Council, the Council/Local Self Government Institutions/local
authorities, based on the recommendations suggested by the Project Development Agency can
categorise the projects into the following;:-

{a) Commercially viable (stand-alone) projects, which could be taken up with private funds.
(b) Projects, which need government support in the form of subsidies/equity p;clrticipation etc.
{c) Other projects should be taken up with public funds based on pfior‘ity of public funds.

Only project falling in the category (a) alone will be taken up through the BOT scheme.
Projects falling under category (b)&(c) would be referred to the BOT cell for taking up
with the government. ,

The project Development Agency may assist the Local Self Government Institutions to select the
best possible scenario of mode of development (as detailed in the general information on differ-
ent modes available under PSP annexed with this guideline.)

After selecting the best suitable mode, the Local Self Government Institutions/local authorities
with the Council’s approval may advice the Project Development Agency to proceed to the
second stage/phase.

Phase - 2 : Project Structuring :

The mode of private sector participation along with other terms and conditions may be discussed

in the Council and decision to be taken on the viable and effective mode of development (BOT,

BOST, BOO, BOOT, BOLT ........etc).

After the approval of the project structure/ mode of private sector participation for developing
the project by the Council, the project development agency would prepare the draft bid docu-
ment and concession agreement required for bidding. Draft bid document and concgssion agree-
ment would be prepared by protecting the interests of the Local Self Government Institutions/
local authorities, government and also by considering the needs of the private investor, to attract
private capital and lender comfort.

The Local Self Government Institutions/local authorities should approve the draft bid document
and the concession agreement before floating the advertisements for bidding.
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5-0!
5.1

5.2

53

5.3 (a)

5.4

5.5

5.6

5.7

The bid document would contain the selection criteria and the methodology of bid evaluation.

‘Phase- 3 . Bidding and Bid Process Management

Advertisements for bidding may be floated in the leading national of international deilies based on
the scope and size of the project. The body of the advertisement should be prepared by the
Project Development Agency and approved by the Local Self Govemment Institutions/local
authorities. ' : _ .

The advertisement charges for bidding has to be borme by the Local Self-Government Institu-
tions/local authorities. The Project Development Agency would advertise on behalfof the LSGIs/
local authorities and amount tobe reimbursed to the Project Development AZENcy by the LSGI¢/
local authorities. '

Selection criteria of the bidders should be approved by the Local Self Government Institutions/
jocal authorities and should reflect in the press release for inviting bidding.

The bid docurnents prepared by the Project Development Agency and approved by the LSGIs/
LAs canbesoldata price (F ixed by the LSGIs/LAs) by the project development authority to
the qualified bidders as per the norms 1aid out in the advertisement.

A pre- bid meeting will be conducted by Local Self Government Institutionsﬂoéal authorities
along wit the Project Development Agency at the premises of the LSGIs/LAs with qualified
bidders. The queries raised by the bidders will be discussed and deliberated in detail by the

Local Self Government Institutions/ local authorities in the presence of the project development
agency.

Additions and deletions as recommended by the Project Development Agency covcr;iné, the 3
points agreed upon by the Local Self Governements/ Local authorities on the pre-bid meeting 3
would be circulated to the bidders subsequently by the PDA under intimation to the LSGIs/LAS. -

The points approved by the Local Self Govermment Institutions in the pre bid meeting wouldalso 1

form a partof the bid document and concession agreement.

For bid evaluation, the bidder must satisfy the prc-qualiﬁcation criteria (both the financial and

technical expertise) of the bidder stipulated in the bid document.

Bids of those who qualify inthe pre-qualiﬁcation will alone be opened for technical evaluation.

58 ~—Techrical proposal made for the project will be evaluated by the Project Development Agency

5.9

5.10

5.11

and it would ensure that the proposal meet with the parameters of the project and its Concession

Agrecment.
Bids of those who qualify the technical evatuation will alone be opened for commercial evalua-

After the commerical evaluation and depending on the mode of develop’gément the competitive
quote (the successful bidder) would be intimated with a Letter of Acceptance by LSGIs/1As

The local Self Government Institutions/ Local authoriites should obtain BOT Cell’s (vide GO.
(Rt) No. 192/03/LSGD dated 23.01.2003) approval for the Final Bid document and Conces-
sion agreement at this stage, which would fall before signing the final bid dmumgnthoncession
agreement/s by the successful bidder herein and there after would be referred as the Project
FExecuting Agency for developing the project through private sector participation.




5.12  From the Project Executing Agency (Successful Bidder) a project development fees (Success
Fee) as described in the bid document or as agreed upon in the pre-bid meeting would be
collected, in Indian ruppees in the form of a demand draft, on signing of the agreement in favour
of the Local Self Government Institutions/LAs, Project Development Agency as described in 5.13.

5.13  The project development fees (Success Fee) would be collected from the successful bidder in
two components payable to the respective agencies by way of Demand Drafts (DDs) in Indian
rupees from a scheduled bank/reputed private bank. The first component would be in favour of
the LSGIs/local authorities to the extend of project development expenses incurred by LSGI/
local authorities and paid to the Project Development Agency for developing the project. The
second component would be the balance of the project development expenses indicated in the
bid document or agreed upon during the pre bid meeting, favoring the project development ’
Agency. The Project Development expenses (success fee) would be collected by the LSGls/
local authorities/Project Development Agency from the Project Executing Agency (Successful
Bidder) on signing of the agreement.

514  The above would ensure the project development expenses limiting the fees (paid ina phased
manner to Project Development Agency) to be reimbursed to the Local Self Government Insti-
tution and hence no financial burden is incurred by the Local Self Government Institutions/Local
authorities in the process of development of the project through PSP.

6.0. Project Monitoring :

6.1 In order to ensure effective project execution, a project monitoring agency would be identified.
This could be ideally the Project Development Agency itself as the indepth knowlédge on the
Jegal, technical and other allied expertise rests with the Project Development Agency. The cost
for the same shall be borne by the successful bidder (Project Developer/Project Executing Agency). :
The fees for project monitoring shall be remitted in advance with the local body on a prorata [ -
basis by the Project Executing Agency. '

6.2 Conditions precedent for the concession period (Construction period + Operation period would
be monitored by this monitoring agency.)

7.0  Specific Guidelines:

The following specific guidelines are also issued for the smooth and speedy implementation of
projects undertaken as part of PSP by all the Local Self Government/local authorities institutions

in the State.

7.1 The Government accord sanction to all Local Self Government Institutions/local authorities to
pay the fees to the Project Development Agency from their own plan funds. The concerned
Coungil should approve the proposal submitted by the PDA. containing the TOR and the fees and
also issue a work order. The work order need not have.to be in the form of an agreement, as the
PDA is a Joint Venture of the State Government.

7.2 The Locat Self Government Institutions have to obtain the council’s approval to engage the
Project Development Agency for the development of the project.

7.3 Fee Structure for carrying out an assignment would be ona mutually agreed basis butnot higher
than:
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(a) Fees upto and limited toRs. 15 Lakhs

S1.No. Deliverables : - %of total fees A
1 Mobilization Advance 15%
2, Inception Report 15%
3 .~ Traffic Demand assessment report/mterim Report 15%
a. Designand Drawings ' 20%
5 Technical Report | 15%
6 Final Feasibility report ' 10%
7 Bid Document and Concession Agreement 10%

7.3(a) Thelevies and duties imposed by the Government from time to time would be in addition to the

7.4

7.5

7.6

7.7

.

fees and should be paid to the Project Development Agency against each deliverable/s. By
LSGIs/LAs.

Ifthe fee for development of the project, quoted by the Project Development Agency, is higher

than Rs. 15 lakhs the Local Self Government Institutions should get approval from the BOT Cell -

to initiate the studies and also to release the fees for the study.

Fees for the project development/assignment may be charged in phases along with the submission
of deliverables as listed in 7.3. Fees against each deliverable should be cleared by the council on
submission of the deliverable withina reasonable time frame (say 20 days) after approval by the
deliverable submitted by the project development agency. .

Council approval is required for all deliverables submitted by the Project DevelopmentAgem_:y
and the agency should make project clarifications if called for by LSGIs/LAS but within the

framework of the TOR.

Sanction should be obtained by the concerned Local self government institutions/local authorities
for the final Bid document and Concession Agreement of the project, which has to be signed by
the successful bidder/investor. The same should be forwarded to the BOT Cell constituted by the
Government. (G.O. Vide No: RT No: 262/03/LSGD Dated 23/01/2003), for obtaining necessary
clearancetoproceed with. = T s
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ANNEXURE
General Information on the different modes available under PSP :

Listed few of the advantages of out-sourcing Private Sector Participation (PSP)and BOT (Build
Operate and Transfery BOOT (Build Own Qperate Transfer) etc. are as under:

e Utilization of private funds and thereby ensuring budget savings

e  Timely availability of funds and thereby faster completion of project
_e  Efficieney inexecution :
e  Savingsincost
o Developmentof trade and commerce
s  Ability of Local Self-Government Institutions to focus on other core areas
e  Avoidance of problems of maintenance and administering personnel etc.
e  Governmentevenue ' :
e  Opportunities for capital market development
e  Potential tostimulate foreign direct investments
e  Availability ofinnovative technology

{ Thefollowing Concession Agreement or arrangements with their variations and combinations m2y bearrived
atbythe L SGls/Local Authorities for undertaking Infrastructure Projects. The arrangements enumerated
hereinafter are indicative in nature and the LSGls or the Local Authorities shall be entitled fo evolve and arrive
-~ atsuch Concession Agreementor arrangement incorporating any of the arrangements enuimerated hereinafter
or any other arrangements as may be found necessary o expedient for any specific Project.

|. Build-and-Transfer (BT)- A contractual arrangement whereby the Developer undertakes the financing
| and construction of a given infrastructure or development facility and after its completion hands it
| over to the LSGls or the Local Authorities. The LSGlsorthe L ocal Authorities would reimburse the
> ¥ total project investment, on the basis of an agreed schedule, This arrangement may be employed in

the construction of any infrastructure 01 development projects, including critical facilities, which for ”
security or strategic reasons, must be operated directly by the LSGls or the Local Authorities.

Yy 2 Build-Lease-and Transfer (BLT)-A contractual arrangement whereby a Developer undertakes to
e finance and construct Infrastructure Project and upon its completion hands it over to the concerned
LSGIs or the Local Authorities concerned on a lease arrangement fora fixed period, after which
ownership of the facility is antoratically transferred to the LSGls orthe Local Authorities concerned.

des .

| by 3 Build—Operats—and—Trarmfer (BOT)-A contractual arrangement whereby the Developer undertakes
the 1 the construction, including financing, of a given infrastructure facility, and the operation and
sary | maintenance thereof. The Developer operates the facility over a fixed term during which heis

allowed to a charge facility users appropriate tolls, fees, rentals and charges not exceeding those
proposed in the bid or as negotiated and ificorporated in the Contract to enable the recovery of
investment in the Project. The Developer transfers the facility to 1.SGIs or the Local Authonities
concerned at the end of the fixed term that shall be specified in the Concession Agreement.
This shall include a supply-and-operate situation whichisa Contractual arrangement whereby the
supplier of equipment and machinery-for a given infrastructure facility, ifthe interest of the LSGls

or the Local Authorities s0 requires, operates the facility providing in the process technology
iransfer and training to LSGIs or the Local Authority’s nominated individuals. *

4. Build-Own-and-Operate (BOO)-A contractual arrangement whereby a Developer is authorized
to finance, construct, OWI, operate and maintain an infrastructure 0f development facility
from which the Developeris allowed to recover his total investment by coliecting user levies from

facility users, Under this project, the Developer owns the assets of the facility and may choose 10
assign its operation and maintenanceioa facility operator. The transfer of the facility to the LSGIs
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M shall be transferred to the LSGIs/L As or as the case may be, the specified Goveupent agenciss

10.

1i.

12.

[3.

-1

or the Local Authorities is not envisaged in this structure; however, the LSGIs or the Local Authoritie
may terminate its obligations after specified time period.

Build-Own-Operate-Transfer (BOOT) - A contractual arrangement whereby a Developer i
authorized to finance, construct, maintain and operate a Project and whereby such Project is t
vest in the Developer for a specified period. During the operation period, the Developer will b
permitted to charge user levies specified in the Concession Agreement, to recover the investmen
mrade in'the project. The Developer is liable to transfer the project to the LSGIs or the Loca
Authorities after the expiry of the specified period of operation.

Build-Transfer-and Operate (BTO) - A contractual arrangement whereby the LSGIs or the Local
Authorities contracts out an infrastructure facility to a Developer to construct the facility on a turn
key basis, assuming cost overruns, delays and specified performance risks. Once the facility is
commussioned satisfactorily, the Developer is given the right to operate the facility and collect user
levies under a Concession Agreement. The title of the facilities always vests with the Government,
Govemnment Agency or the Local Authority in this arrangement,

Contract- Add-and-Operate (CAQ) - A Contractual arrangement whereBy the Developer adds
to an existing infrastructure facility which it rents from the LSGIs or the Local Authorities and
operates the expanded project and collects user levies, to recover the investment over an agreed
franchise period. There may or may not be a transfer arrangement with regard to the added facility
provided by the Developer. ' :

Develop-Operate-and-Transfer (DOT) - A contractual arrangement whereby the favorable
conditions external to a new infrastructure Project which is to be buit by a Developer are integrated
into the BOT arrangement by giving that entity the right to develop adjoining property and thus,
enjoy some of the benefits the investment creates such as higher property or rent values.

Rehabilitate-Operate-and-Transfer (ROT) - A contractual arrangement whereby and existing facility is
handed over to the private sector to refurbish, operate (collectuser levies in operation period torecover
the Investment) and maintain for a franchise period, at the expiry of which the facility is turned over tothe |
LSGIs or the Local Authorities. The term is also used to describe the purchase of an existing facility
from abroad, importing, refirbishing, erecting and consurning it within the host country. k
Rehabilitate-Own-and-Operate (ROO) - A contractual arrangemnent whereby an existing facility is
handed over to the Operator to refurbish and operate with rio time limitation imposed.on ownershjp.__:-ﬁ
As long as the operator is not in violation of its franchise, it can continue to operate the facility and §

collect user levies in perpetuity. o

Service €ontract Agreement - An agreement whereby a person undertakes to perforth a service
to the LSGIs or the Local Authorities or the specified Government agencies for as specifiedss
period. The LSGIs or the Local Authorities, as the case, may be, the specified Government agency:
shall pay him an amount according to the agreed Schedule. o Z

Supply Operate and Transfer Agreement - An agreement whereby a person supplies to the LSGIs _};5"
the Local Authorities or the specified Government agencies the equipment and tachinery fora project.§
and undertakes o operate the project for a period and consideration specified in the agreement. During
the operation of the project, he shall undertake to train employees of the LSGIs or the Local Authorities ig
or, as the case, may be, the specified Govermnment agency to operate the project. !

Joint Venture Agreement - An agreement whereby LSGIs or the Local authorities or the speciﬁed;-'-'
Govemnment agency enteres into an agreement witha developer to jointly finance, construct, operate 3§
and maintain a project for a period specified in the agreement after the expiry of which the projectsg
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