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Preface

The justification for promoting Public Private Partnership
(PPP) in infrastructure lies in its potential to improve the quality
of service at lower costs, besides attracting private capital to
fund public projects. This, however, is predicated on a policy and
regulatory framework that provides a fair, transparent and
competitive environment. Flaws in the framework can lead to
unintended outcomes; a cautious and diligent approach is,
therefore, necessary while formulating the rules of engagement.

One of the key factors that determine the success of a
PPP project is the criteria for selection of the project sponsor,
especially as such projects typically involve large capital
investments for providing essential infrastructure services to
users on a long-term basis. A bidder lacking in sufficient
technical and financial capacity can jeopardise the project and
compromise the services that the government is committed to
provide. On the other hand, selection based on negotiations or
inadequate competition can deprive the public exchequer and
users of the assurance that they are paying a competitive price.

There was divergence in the principles and practices
followed for selection of bidders for PPP projects in different
sectors. A variety of technical, financial and other criteria were
being used by the project authorities, and in some cases,
technical proposals/bids were also invited along with financial
offers. Some of the qualification parameters appeared subjective
and were, therefore, prone to disputes and controversy. In
several cases, the costs of making applications accompanied by
detailed technical proposals were significant, and dampened
bidder participation. There were instances where inadequacies
in the process attracted judicial review coupled with the
attendant delays in project implementation. A comprehensive
review of the ongoing practices had, therefore, become necessary.

With a view to deliberating on the guidelines to be laid
down for pre-qualification and short-listing of applicants who
should be invited to make financial offers, the Committee on
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PRE-QUALIFICATION OF BIDDERS FOR PPP PROJECTS

Infrastructure (Col), chaired by the Prime Minister constituted
an Inter-Ministerial Group under the chairmanship of Secretary,
Department of Expenditure. Following extensive consultations
with stakeholders and experts, the Group submitted its
recommendations that were considered and accepted by Col.
The Guidelines were issued by the Ministry of Finance in May
2007. Since then, the Model RFQ document has been used by
several ministries, state governments and other project authorities
for pre-qualification and short-listing of bidders for their
respective PPP projects.

In the course of experience gained in evaluating the RFQ
applications for various projects, it was felt that some provisions
of the Model RFQ required modifications and/or clarifications.
Industry associations had also made representation seeking
certain modifications. It was decided that all the suggestions
would be examined by an Inter-Ministerial Task Force under the
chairmanship of Member, Planning Commission with a view
to recommending modifications where necessary. The
recommendations of the Task Force have since been accepted
by the Government and the Model RFQ has been modified
accordingly.

These Guidelines include the Model RFQ (Request for
Qualification) document that Ministries and autonomous bodies
of the Central Government are expected to follow. This Model
would also serve as a best practice document that State
Governments may wish to adopt. It is hoped that adoption of
these Guidelines would enhance the possibilities of a fair,
transparent and competitive selection of bidders for delivery of
successful PPP projects in infrastructure.

oo

I
(Gajendra Haldea)

Adviser to Deputy Chairman
June 29, 2009 Planning Commission
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Overview of the framework

For ensuring competitive, efficient and economic delivery
of services, selection of bidders for undertaking infrastructure
projects through Public Private Partnership (PPP) should be
undertaken in a manner that is fair, transparent and inexpensive.
In line with this objective, guidelines have been framed for pre-
qualification of bidders for PPP projects. The guidelines are
broad and generic in nature and are aimed at providing
predictability to the entire process, allowing decisions to be
made objectively and expeditiously. They address the critical
minimum requirements that must be observed in conducting the
selection process.

It is expected that the administrative ministries/autonomous
bodies intending to procure PPP projects would observe these
guidelines for short listing of bidders for the Request for
Proposal (RFP) stage involving submission of financial bids.
The salient features of the guidelines are as follows.

Two Stage process

The bidding process for PPP projects is typically divided
into two stages. In the first stage, eligible and prospective
bidders are shortlisted. This stage is generally referred to as
Request for Qualification (RFQ) or Expression of Interest
(Eol). The objective is to short-list eligible bidders for stage two
of the process. In the second and final stage, which is generally
referred to as the Request for Proposal (RFP) or invitation of
financial bids, the bidders engage in a comprehensive scrutiny
of the project before submitting their financial offers.

Request for Qualification (RFQ)

The RFQ process should aim at short-listing and pre-
qualifying applicants who will be asked to submit financial bids
in the RFP stage. The objective is to identify credible bidders
who have the requisite technical and financial capacity for
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PRE-QUALIFICATION OF BIDDERS FOR PPP PROJECTS

Elimination of
Conflict of Interest

Bidders should be
short-listed for
inviting financial
bids

undertaking the project. In order to encourage greater participation
from credible domestic and international investors, the RFQ
document should not require respondents to incur significant
expense in preparing a response. The information sought for the
purposes of pre-qualification should generally be restricted to
technical and financial capabilities that are relevant to the project.
Such information should be precise and quantified so that the
process of short-listing is fair and transparent, and does not
expose the government to disputes or controversies.

Conflict of interest

With a view to preventing potential collusion or cartelisation
among bidders, a set of transparent guidelines have been laid
down for eliminating any conflicts of interest among bidders.
These should be strictly applied for ensuring a fair and
competitive bidding process.

Number of bidders to be pre-qualified

The number of bidders to be pre-qualified and short-listed
for the final stage of bidding i.e. the RFP stage needs careful
consideration. On the one hand, the number of pre-qualified
bidders should be adequate for ensuring real competition in
bidding. On the other hand, a large number of short-listed bidders
is viewed as a factor that dampens participation by serious
bidders, thus diluting competition, because credible investors are
normally less inclined to spend the time and money necessary for
making a competitive PPP bid if the zone of consideration is
unduly large.

Unlike a bid for procurement of goods and services, bids
for PPP projects involve greater risks, significantly larger
investments and long-term participation. Since PPP projects in
infrastructure provide a critical service to the users at large, the
quality and reliability of service assumes greater importance.
Moreover, restricting the list to the best available bidders
improves the chances of a successful PPP operation. It is also
an international best practice to short-list about three to four
bidders for the final stage of bidding. Considering all these

mrfg/160509
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factors, short-listing of about six to seven pre-qualified bidders
has been specified in the RFQ with a view to securing high
quality and competitive financial bids. Towards this end, a fair
and transparent system of evaluation at the RFQ stage would be
necessary.

Specifying stringent pre-qualification criteria

While stringent eligibility criteria would ensure pre-
qualification of bidders well suited for the RFP stage, yet the
same would effectively reduce the number of qualified bidders.
A balance, therefore, needs to be drawn for serving the objective
of pre-qualifying a reasonable number of bidders for the RFP
stage. The principles for determining the eligibility criteria such
as technical and financial capacity should be formulated keeping
these considerations in view.

Project-specific flexibility

The Model RFQ provides sufficient flexibility to adapt its
provisions for meeting sector-specific and project-specific needs.
Provisions encased in square parenthesis can be modified by the
project authorities to suit their respective requirements. Further
flexibility has been provided through options specified in the
footnotes. In addition, project authorities can add project-specific
conditions in their respective RFQ documents.

Evaluation criteria

The criteria for short-listing of bidders should be divided
into technical and financial parameters as stated below:

Technical Capacity

The applicant should have acquired sufficient experience
and capacity in building infrastructure projects. This can be
measured either from the construction work undertaken/
commissioned by him, or from revenues of BOT/BOLT/BOO
projects, or from both, during the 5 years preceding the
application date. Eligibility conditions, as necessary, may also be
stipulated in respect of O&M experience.

pc/ecoi
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Net worth to be an
indicator of financial
capacity

Consortium
members should
have substantial
stake

The technical capacity of a bidder can be assessed on the
following parameters:

(a) Project experience on BOT projects in the specified sector.
(b) Project experience on BOT Projects in the core sector.
(c) Construction experience in the specified sector.

(d) Construction experience in the core sector.

(e) O&M Experience: The consortium may include a member
with at least ten per cent equity participation and having
relevant experience in operation and maintenance (O&M).
Alternatively, the successful bidder may be required to enter
into an operation & maintenance (O&M) agreement with an
entity having equivalent experience. While suggesting this
arrangement, it is proposed to provide sufficient flexibility for
modifying these requirements to suit the needs of individual
sectors/projects.

For an Applicant to be pre-qualified, it must have
undertaken projects having a weighted capital cost/ revenues
equal to twice the Estimated Project Cost.

Financial Capacity

Applicants should have a minimum net worth equivalent
to 25 per cent of the estimated capital cost of the project for
which bids are to be invited. This would ensure that pre-
qualified applicants have sufficient financial strength to undertake
the project.

Stake of consortium members

The consortium members on whose strength an Applicant
has been short-listed should have a substantial stake in the
project. Each Member should, therefore, hold at least 26 per
cent of the equity in the project SPV and should also hold equity
equal to at least 5 per cent of the total project cost for a period
of two years after commissioning of the project. This would
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ensure that members with small equity holdings are not included
with the sole purpose of achieving pre-qualification. In other
words, only the experience and networth of consortium members
who shall have a substantial stake in implementation of the
project is to be counted.

Technical evaluation to be part of Pre-Qualification stage

Requiring a technical evaluation at the RFP stage would
normally lead to an elaborate and costly evaluation of complex
proposals which are, by their very nature, difficult to compare
since technical proposals of different bidders would vary
significantly. Apart from the difficulties in evaluating diverse
proposals on a common set of parameters, such evaluation also
implies that instead of the government determining the assets
and services to be provided by the selected bidder, it is the
technical bid that would tend to guide the outcome. Logically,
the government should set the technical parameters and ask for
financial bids only, leaving sufficient flexibility for bidders to
design and engineer the project in a manner that conforms to
pre-determined standards and specifications, including service
outputs.

In case of exceptionally complex projects where the
project authority determines that the bidders must submit their
technical proposals/plans, the requirements thereof should be
specified in detail and such proposals/plans should be invited
at the qualification stage, either along with the initial applications
or at an intermediate stage preceding the bid stage. Only pre-
qualified applicants should be invited to participate in the bid
stage, which should only consist of an invitation to submit
financial offers.

Parity of experience

In order to provide parity between the projects executed
in developed countries and those in India, the weightage for
projects executed in OECD countries will be reduced by one-
half of their nominal experience score.

pc/ecoi
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Use of the document
for social sector
projects

Model RFQ
document should be
followed

Pre-qualification for social sector projects

Enabling provision has been made for suitably adapting
the RFQ document to meet the requirements of social sectors
and other projects. The overarching principles relating to the bid
process would continue to apply.

Conclusion

A Model RFQ document has been developed based on
the principles outlined above. It is generic in nature and aims
at lending transparency and predictability to the entire process,
allowing decisions to be made objectively and expeditiously. It
also provides the requisite sector-specific and project-specific
flexibility by placing several provisions within square brackets,
thus enabling project authorities to make necessary additions
and substitutions. To the extent possible, the concerned ministries
should standardise the provisions contained in square brackets
so that case by case modifications are minimised. Some
flexibility has also been afforded through explanations in the
footnotes and project-specific/sector specific modifications may
be undertaken to the extent enabled by the footnotes. Additional
project-specific conditions may also be added, if necessary.

The Model RFQ document addresses the critical
requirements that should be satisfied for conducting a fair and
transparent process of pre-qualification. It is expected that the
administrative ministries and other organisations intending to
procure infrastructure projects through PPP would observe
these guidelines and adopt the Model RFQ document for short-
listing of applicants for the Request for Proposal (RFP)/
financial bid stage. The Model RFQ document is also commended
for use by the State Governments.
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GUIDELINES OF THE MINISTRY OF FINANCE

F.No. 24(1)/PF.11/07
Government of India
Ministry of Finance
Department of Expenditure
Plan Finance Il Division

New Delhi, the 5" December, 2007

OFFICE MEMORANDUM*

Subject : Guidelines for Pre-Qualification of Bidders for PPP Projects

1.1

1.2

I am directed to state that for pre-qualification and short-listing of bidders eligible for
submission of financial bids for projects to be implemented through Public Private
Partnership (PPP), the following guidelines may be followed henceforth:

These guidelines shall apply to all Ministries and Departments of the Central
Government, all statutory entities under the control of Central Government and all
Central Public Sector Undertakings (CPSUs).

Two-stage Process

The bidding process for PPP projects is divided into two stages. The first stage is generally
referred to as Request for Qualification (RFQ) or Expression of Interest (Eol). The
objective is to short-list eligible bidders for stage two of the process. In the second and
final stage, generally referred to as the Request for Proposal (RFP) or invitation of
financial bids, the bidders engage in a comprehensive scrutiny of the project before
submitting their financial offers.

Request for Qualification (RFQ)

The RFQ process should aim at short-listing and pre-qualifying applicants who will be
asked to submit financial bids in the RFP stage. The objective is to identify credible

* As amended vide O.M. of even number dated May 18, 2009.
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PRE-QUALIFICATION OF BIDDERS FOR PPP PROJECTS

4.1

4.2

bidders who have the requisite technical and financial capacity for undertaking the
project. In order to encourage greater participation from credible domestic and
international investors, the RFQ document should not require respondents to incur
significant expense in preparing a response. The information sought for the purposes
of pre-qualification should generally be restricted to technical and financial capabilities
that are relevant to the project. Such information should be precise and quantified so
that the process of short-listing is fair and transparent, and does not expose the

government to disputes or controversy.

Number of bidders to be pre-qualified

The number of bidders to be pre-qualified and short-listed for the final stage of bidding
i.e. the RFP stage needs careful consideration. On the one hand, the number should be
adequate for ensuring real competition in bidding. On the other hand, a large number
of short-listed bidders could dampen participation by serious bidders, thus diluting
competition, because credible investors are normally less inclined to spend the time and
money necessary for making a competitive PPP bid, if the zone of consideration is
unduly large.

It is to be recognised that unlike a bid for procurement of goods and services, bids for
PPP projects involve greater risks, significantly larger investments and long-term
participation. Since PPP projects in infrastructure provide a critical service to the users
at large, the quality and reliability of service assumes greater importance. Moreover,
restricting the list to the best available bidders improves the chances of a successful
PPP operation. For these reasons, about six to seven pre-qualified bidders are favoured
as a best practice for securing high quality bids with adequate competition. For this

purpose, a fair and transparent system of evaluation at the RFQ stage would be necessary.
Specifying stringent pre-qualification criteria

While stringent eligibility criteria would ensure pre-qualification of bidders well suited
for the RFP stage, it would also effectively reduce the number of qualified bidders. A
balance, therefore, needs to be drawn for serving the objective of pre-qualifying a
reasonable number of suitable bidders for the RFP stage. The principles for determining
the eligibility criteria such as technical and financial capacity should be formulated
keeping these considerations in view.
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6.

6.1

GUIDELINES OF THE MINISTRY OF FINANCE

Evaluation Criteria

The criteria for short-listing of bidders should be divided into technical and financial

parameters as stated below:

Technical Capacity

6.2

6.3

The applicant should have acquired sufficient experience and capacity in building
infrastructure projects. This can be measured either from the construction work
undertaken/ commissioned by it, or from revenues of BOT/BOLT/BOO projects, or from
both, during the 5 years preceding the application date. Eligibility conditions, as
necessary, may also be stipulated in respect of O&M experience.

The technical capacity of bidders can be assessed on the following parameters:

(a)  Project/construction Experience: Experience on eligible projects in the specified
sector or other core sectors should be considered for determining the technical

capacity of the applicant.

(b) O&M Experience: The applicant should have experience of five years or more
in operation and maintenance (O&M) of projects in the specified sector. In the
absence of such experience, the applicant may be required to enter into an
operation & maintenance (O&M) agreement with an entity having equivalent
experience, failing which the concession agreement would be liable to termination.
While suggesting this arrangement, it is proposed to provide sufficient flexibility
Jfor modifying these requirements to suit the needs of individual sectors/projects.

Financial Capacity

6.4

pc/coi

Applicants should have a minimum net worth equivalent to 25 per cent of the estimated
capital cost of the project for which bids are to be invited. This would ensure that pre-
qualified applicants have sufficient financial strength to undertake the project.

Eligibility of Experience

The members of the consortium, who claim experience or networth in the RFQ must
hold at least 26 per cent of the consortium’s equity. This condition is necessary for
ensuring that only the experience of those members who have a substantial stake is
counted for the purposes of pre-qualification, and members with a small equity holding

are not added with the sole objective of improving the ranking in pre-qualification.
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8.1

8.2

9.1

9.2

10

Technical evaluation at the RFP stage

Requiring a technical evaluation at the RFP stage would normally lead to an elaborate
and costly evaluation of complex proposals which are, by their very nature, difficult to
compare since technical proposals of different bidders could vary significantly. Apart
from the difficulties in evaluating diverse proposals on a common set of parameters,
such evaluation also implies that instead of the government determining the assets and
services to be provided by the selected bidder, it is the technical bid that would tend to
guide the outcome. Logically, the government should set the technical parameters and
ask for financial bids only, leaving sufficient flexibility for bidders to design and engineer
the project in a manner that conforms to pre-determined standards and specifications,
including service outputs.

In case of exceptionally complex projects where the project authority determines that
the bidders must submit their technical proposals/ plans, the requirements thereof should
be specified in detail and such proposals / plans should be invited at the qualification
stage, either along with the initial applications or at an intermediate stage preceding
the bid stage. Only pre-qualified applicants should be invited to participate in the bid
stage, which shall only consist of an invitation to submit financial offers.

Model RFQ Document

A model RFQ document has been developed based on the principles outlined above.
The model document is generic in nature and aims at lending transparency and
predictability to the entire process, allowing decisions to be made expeditiously. It also
provides the requisite sector-specific and project-specific flexibility by placing several
provisions within square brackets, thus enabling project authorities to make necessary
substitutions. To the extent possible, the concerned Ministries should standardise the
provisions contained in square brackets so that case by case modifications are minimised.
Some flexibility has also been afforded through explanations in the footnotes and project-
specific/ sector-specific modifications may be undertaken to the extent enabled by the
footnotes. In case any further flexibility is needed for a specific sector or project, the
required modifications may be made with prior approval of the PPP Appraisal Committee.

The model RFQ document” addresses the critical requirements that should be observed
for conducting a fair and transparent process of pre-qualification. The administrative
ministries/autonomous bodies intending to procure infrastructure projects through PPP
should observe these guidelines for short-listing of bidders for the Request for Proposal
(RFP)/Financial Bid stage.
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GUIDELINES OF THE MINISTRY OF FINANCE

10. These instructions shall supersede O.M. of even No. dated May 16, 2007 and shall

come into force with immediate effect.

(Dr. Anuradha Balaram)
Director/PF 11
Tel. No. 23092668

1. Chairman, Railway Board, Rail Bhawan, New Delhi.

2. Secretary, Department of Economic Affairs, North Block, New Delhi.

3. Secretary, Ministry of Civil Aviation, Rajiv Gandhi Bhawan, Safdarjung Airport, New
Delhi.

4. Secretary, Department of Road Transport & Highways, Transport Bhawan, New Delhi.

5. Secretary, Department of Shipping, Transport Bhawan, New Delhi.

6. Secretary, Ministry of Power, Shram Shakti Bhawan, Rafi Marg, New Delhi.

7. Secretary, Ministry of Urban Development, Nirman Bhawan, New Delhi.

8. Secretary, Department of Telecommunication, Sanchar Bhawan, New Delhi.

9. Secretary, Ministry of New and Renewable Energy, CGO Complex, New Delhi.

10. Secretary, Ministry of Law and Justice, Department of Legal Affairs, Shastri Bhawan,
New Delhi.

11. Adviser to Deputy Chairman, Planning Commission, Yojana Bhawan, New Delhi.

Copy to: PS to JS(PFE.II)/ PS to AS(E) / PPS to Secretary(E)
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Disclaimer

The information contained in this Request for Qualification document (the “RFQ”) or
subsequently provided to Applicant(s), whether verbally or in documentary or any other form,
by or on behalf of the Authority or any of its employees or advisors, is provided to Applicant(s)
on the terms and conditions set out in this RFQ and such other terms and conditions subject to

which such information is provided.

This RFQ is not an agreement and is neither an offer nor invitation by the Authority to
the prospective Applicants or any other person. The purpose of this RFQ is to provide interested
parties with information that may be useful to them in the formulation of their application for
qualification pursuant to this RFQ (the “Application”). This RFQ includes statements, which
reflect various assumptions and assessments arrived at by the Authority in relation to the Project.
Such assumptions, assessments and statements do not purport to contain all the information
that each Applicant may require. This RFQ may not be appropriate for all persons, and it is not
possible for the Authority, its employees or advisors to consider the investment objectives,
financial situation and particular needs of each party who reads or uses this RFQ. The
assumptions, assessments, statements and information contained in this RFQ may not be
complete, accurate, adequate or correct. Each Applicant should therefore, conduct its own
investigations and analysis and should check the accuracy, adequacy, correctness, reliability
and completeness of the assumptions, assessments, statements and information contained in

this RFQ and obtain independent advice from appropriate sources.

Information provided in this RFQ to the Applicant(s) is on a wide range of matters,
some of which may depend upon interpretation of law. The information given is not intended to
be an exhaustive account of statutory requirements and should not be regarded as a complete
or authoritative statement of law. The Authority accepts no responsibility for the accuracy or

otherwise for any interpretation or opinion on law expressed herein.

The Authority, its employees and advisors make no representation or warranty and
shall have no liability to any person, including any Applicant or Bidder, under any law, statute,
rules or regulations or tort, principles of restitution or unjust enrichment or otherwise for any
loss, damages, cost or expense which may arise from or be incurred or suffered on account of
anything contained in this RFQ or otherwise, including the accuracy, adequacy, correctness,
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PRE-QUALIFICATION OF BIDDERS FOR PPP PROJECTS

completeness or reliability of the RFQ and any assessment, assumption, statement or information
contained therein or deemed to form part of this RFQ or arising in any way with pre-qualification
of Applicants for participation in the Bidding Process.

The Authority also accepts no liability of any nature whether resulting from negligence
or otherwise howsoever caused arising from reliance of any Applicant upon the statements
contained in this RFQ.

The Authority may, in its absolute discretion but without being under any obligation to
do so, update, amend or supplement the information, assessment or assumptions contained in
this RFQ.

The issue of this RFQ does not imply that the Authority is bound to select and short-list
pre-qualified Applications for Bid Stage or to appoint the selected Bidder or Concessionaire,
as the case may be, for the Project and the Authority reserves the right to reject all or any of

the Applications or Bids without assigning any reasons whatsoever.

The Applicant shall bear all its costs associated with or relating to the preparation and
submission of its Application including but not limited to preparation, copying, postage, delivery
fees, expenses associated with any demonstrations or presentations which may be required by the
Authority or any other costs incurred in connection with or relating to its Application. All such costs
and expenses will remain with the Applicant and the Authority shall not be liable in any manner
whatsoever for the same or for any other costs or other expenses incurred by an Applicant in
preparation or submission of the Application, regardless of the conduct or outcome of the Bidding
Process.
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Glossary

Applicant(s)
Application
Application Due Date
Associate

Authority

Bids

Bid Due Date

Bid Security

Bidders

Bidding Documents
Bidding Process

Bid Stage

[BOT]

Concessionaire
Concession Agreement
Conflict of Interest
Consortium

[DBFOT]

Eligible Experience
Eligible Projects
Estimated Project Cost
Experience Score
Financial Capacity
Government

Grant

Highest Bidder

Jt. Bidding Agreement
Lead Member

LOA
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As defined in Clause 1.2.1

As defined in the Disclaimer
As defined in Clause 1.1.5

As defined in Clause 2.2.9

As defined in Clause 1.1.1

As defined in Clause 1.2.3

As defined in Clause 1.2.3

As defined in Clause 1.2.4

As defined in Clause 1.1.1

As defined in Clause 1.2.3

As defined in Clause 1.2.1

As defined in Clause 1.2.1
Build, Operate and Transfer
As defined in Clause 1.1.2

As defined in Clause 1.1.2

As defined in Clause 2.2.1(c)
As defined in Clause 2.2.1(a)
As defined in Clause 1.1.1

As defined in Clause 3.2.1

As defined in Clause 3.2.1

As defined in Clause 1.1.4

As defined in Clause 3.2.6

As defined in Clause 2.2.2 (B)
Government of *###%

As defined in Clause 1.2.8

As defined in Clause 1.2.8

As defined in Clause 2.2.6 (g)
As defined in Clause 2.2.6 (c)
Letter of Award

17
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Member Member of a Consortium

Net Worth As defined in Clause 2.2.4 (ii)
PPP Public Private Partnership
Premium As defined in Clause 1.2.8
Project As defined in Clause 1.1.1
Qualification As defined in Clause 1.2.1
Qualification Stage As defined in Clause 1.2.1

Re. or Rs. or INR Indian Rupee

RFP or Request for Proposals As defined in Clause 1.2.1
RFQ As defined in the Disclaimer
SPV As defined in Clause 2.2.6
Technical Capacity As defined in Clause 2.2.2 (A)
Threshold Technical Capacity As defined in Clause 2.2.2 (A)

The words and expressions beginning with capital letters and defined in this document shall, unless
repugnant to the context, have the meaning ascribed thereto herein.
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[Name of Authority]

1. INTRODUCTION

1.1 Background'

1.1.1  The [National Highways Authority of India]* (the “Authority”) is engaged in the

development of [highways] and as part of this endeavour, the Authority has decided to
undertake development and operation/ maintenance of the ****%*3 Project (the “Project”)
through Public-Private Partnership (the “PPP”’) on [Design, Build, Finance, Operate and
Transfer (the “DBFOT”)] basis, and has decided to carry out the bidding process for
selection of [a private entity as]* the bidder to whom the Project may be awarded. [A
brief description of the project may be seen in the Information Memorandum of the
Project at the Authority’s website www.***%* ] Brief particulars of the Project are as

follows:

Name of the [Highway] [Length in Km] Indicative Project Cost’
(In Rs. cr.)®

[Jaipur-Kishengarh section of NH-8] [94] [500]

The Authority intends to pre-qualify and short-list suitable Applicants (the “Bidders”)
who will be eligible for participation in the Bid Stage, for awarding the Project through
an open competitive bidding process in accordance with the procedure set out herein.

1.1.2  The selected Bidder, who is either a company incorporated under the Companies Act,

1956 or undertakes to incorporate as such prior to execution of the concession agreement

Serially numbered footnotes are for guidance of the Authority and should be omitted prior to issue of RFQ. Footnotes marked in non-numerical
characters shall be retained in the RFQ.

All project-specific provisions in this document have been enclosed in square parenthesis and may be modified, as necessary, before issuing the
RFQ for the Project. The square parenthesis should be removed after carrying out the required modifications. The curly parenthesis including the
provisions contained therein and all the blank spaces may be retained in the RFQ document to be issued to prospective Applicants. They should
be suitably modified/filled up subsequently by the respective Applicants or the Authority, as the case may be, to reflect the particulars relating
to the Project or the Applicants.

Wherever asterisk is used, it should be substituted by project-specific details prior to issue of RFQ.
If public sector companies are to be allowed to bid, this Clause may be modified accordingly.

If the project agreements do not provide for any obligations or liabilities that arise from or are related to capital costs of the project, this column
may be omitted.

This amount should normally include the likely construction cost plus 25% thereof by way of financing costs, physical and price contingencies
etc.

c/coi 2 1
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(the “Concessionaire”) shall be responsible for [designing,] engineering, financing,
procurement, construction, operation and maintenance of the Project under and in
accordance with the provisions of a [long-term] concession agreement (the “Concession
Agreement”) to be entered into between the Concessionaire and the Authority in the
form provided by the Authority as part of the Bidding Documents pursuant hereto.

1.1.3  The scope of work will broadly include [rehabilitation, upgradation and widening of the
existing carriageway to four-lane standards with construction of new pavement,
rehabilitation of existing pavement, construction and/or rehabilitation of major and minor
bridges, culverts, road intersections, interchanges, drains, etc.] and the operation and
maintenance thereof.

1.14  Indicative capital cost of the Project (the “Estimated Project Cost”) will be revised
and specified in the Bidding Documents of the Project. The assessment of actual costs,
however, will have to be made by the Bidders.

1.1.5  The Authority shall receive Applications pursuant to this RFQ in accordance with the
terms set forth herein as modified, altered, amended and clarified from time to time by
the Authority, and all Applications shall be prepared and submitted in accordance with
such terms on or before the date specified in Clause 1.3 for submission of Applications
(the “Application Due Date”).

1.2 Brief description of Bidding Process

1.2.1  The Authority has adopted a two-stage process (collectively referred to as the “Bidding
Process”) for selection of the bidder for award of the Project. The first stage (the
“Qualification Stage”) of the process involves qualification (the “Qualification”) of
interested parties/ consortia who make an Application in accordance with the provisions
of this RFQ (the “Applicant”, which expression shall, unless repugnant to the context,
include the Members of the Consortium). Prior to making an Application, the Applicant
shall pay to the Authority a sum of Rs. 50,000 (Rupees fifty thousand) as the cost of
the RFQ process’. At the end of this stage, the Authority expects to announce a short-
list of up to [6 (six)] suitable pre-qualified Applicants who shall be eligible for participation
in the second stage of the Bidding Process (the “Bid Stage”) comprising Request for
Proposals (the “Request for Proposals” or “RFP”).

[Government of India has issued guidelines (see Appendix-V) for qualification of bidders
seeking to acquire stakes in any public sector enterprise through the process of

7 The cost of RFQ may be determined at the rate of Rs. 10,000 for every Rs. 100 crore or part thereof comprising the estimated Project Cost. Thus
the cost of an RFQ document for a project of Rs. 500 crore shall be Rs. 50,000.
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disinvestment. These guidelines shall apply mutatis mutandis to this Bidding Process. The
Authority shall be entitled to disqualify an Applicant in accordance with the aforesaid
guidelines at any stage of the Bidding Process. Applicants must satisfy themselves that
they are qualified to bid, and should give an undertaking to this effect in the form at
Appendix-I.]

1.2.2  In the Qualification Stage, Applicants would be required to furnish all the information
specified in this RFQ. Only those Applicants that are pre-qualified and short-listed by
the Authority shall be invited to submit their Bids for the Project. The Authority is likely
to provide a comparatively short time span for submission of the Bids for the Project.
The Applicants are, therefore, advised to visit the site and familiarise themselves with
the Project.

1.23  In the Bid Stage, the Bidders will be called upon to submit their financial offers (the
“Bids”) in accordance with the RFP and other documents to be provided by the Authority
(collectively the “Bidding Documents”). The Bidding Documents for the Project will
be provided to every Bidder on payment of {Rs. 100,000 (Rupees one lakh only)}®. The
Bid shall be valid for a period of not less than 120 days from the date specified in Clause
1.3 for submission of bids (the “Bid Due Date”).

1.24  Interms of the RFP, a Bidder will be required to deposit, along with its Bid, a bid security
[equivalent to about 1% (one per cent)® of the Estimated Project Cost] (the “Bid
Security”), refundable no later than 60 (sixty) days from the Bid Due Date, except in
the case of the selected Bidder whose Bid Security shall be retained till it has provided
a Performance Security under the Concession Agreement. The Bidders will have an
option to provide Bid Security in the form of a demand draft or a bank guarantee
acceptable to the Authority® and in such event, the validity period of the demand draft
or bank guarantee, as the case may be, shall not be less than 180 (one hundred and
eighty) days from the Bid Due Date, inclusive of a claim period of 60 (sixty) days, and
may be extended as may be mutually agreed between the Authority and the Bidder from
time to time. The Bid shall be summarily rejected if it is not accompanied by the Bid

Security.

»

The actual amount will be indicated in the RFP.

The Authority may, if deemed necessary, prescribe a higher bid security not exceeding 2% of the Estimated Project Cost. In case of a project having
an Estimated Project Cost of Rs. 2,000 cr. or above, the Authority may reduce the bid security, but not less than 0.5% of the Estimated Project
Cost in any case.

The format for the bank guarantee has been published as part of the Model RFP document.

o
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1.2.5

1.2.6

1.2.7

1.2.8

1.29

1.2.10

1.2.11

24

Generally, the Highest Bidder shall be the selected Bidder. The remaining Bidders shall
be kept in reserve and may, in accordance with the process specified in the RFP, be
invited to match the Bid submitted by the Highest Bidder in case such Highest Bidder
withdraws or is not selected for any reason. In the event that none of the other Bidders
match the Bid of the Highest Bidder, the Authority may, in its discretion, invite fresh
Bids from the remaining Bidders or annul the Bidding Process, as the case may be.

During the Bid Stage, Bidders are invited to examine the Project in greater detail, and
to carry out, at their cost, such studies as may be required for submitting their respective
Bids for award of the concession including implementation of the Project.

As part of the Bidding Documents, the Authority will provide a draft Concession
Agreement and [project/ feasibility] report prepared by the [Authority/ its consultants]
and other information pertaining/ relevant to the Project available with it.

Bids will be invited for the Project on the basis of [the lowest financial grant (the
“Grant”) required] by a Bidder for implementing the Project. [A Bidder may, instead
of seeking a Grant, offer to pay a premium in the form of revenue share and/ or upfront
payment, as the case may be, (the “Premium”) to the Authority for award of the
concession.] The concession period shall be pre-determined, and will be indicated in the
draft Concession Agreement forming part of the Bidding Documents. The [Grant/
Premium amount] shall constitute the sole criteria for evaluation of Bids. The Project
shall be awarded to the Bidder quoting the [highest Premium, and in the event that no
Bidder offers a Premium, then to the Bidder seeking the lowest Grant.]

In this RFQ, the term “Highest Bidder” shall mean the Bidder who is offering the
[highest Premium, and where no Bidder is offering a Premium, the Bidder seeking the
lowest Grant shall be the Highest Bidder].

The Concessionaire shall be entitled to [levy and charge a pre-determined user fee from

users] of the Project.

Further and other details of the process to be followed at the Bid Stage and the terms
thereof will be spelt out in the Bidding Documents.

Any queries or request for additional information concerning this RFQ shall be submitted
in writing or by fax and e-mail to the officer designated in Clause 2.13.3 below. The
envelopes/ communications shall clearly bear the following identification/ title:

mrfa/160509



MODEL RFQ: INTRODUCTION

“Queries/ Request for Additional Information: RFQ for ***** Project”.

1.3

Schedule of Bidding Process

The Authority shall endeavour to adhere to the following schedule:

A

L.

2
3
4
5
6.
7
8
9

Event Description

Qualification Stage

Last date for receiving queries
Pre-Application Conference

Authority response to queries latest by
Application Due Date

Announcement of short-list

Bid Stage

Sale of Bid Documents

Last date for receiving queries
Pre-Bid meeting - 1

Authority response to queries latest by
Pre-Bid meeting - 2

Bid Due Date

Opening of Bids

Letter of Award (LOA)

Validity of Bids

10. Signing of Concession Agreement

Date

[25 days from date of RFQ]

[30 days from date of RFQ]

[35 days from date of RFQ]

[45 days from date of RFQ]

Within 15 days of Application Due Date

Estimated Date

[To be specified]

[To be specified]

[To be specified]

[To be specified]

[To be specified]'

[To be specified]

On Bid Due Date

Within 30 days of Bid Due Date
120 days of Bid Due Date
Within 30 days of award of LOA

1" In case of complex projects, the number of pre-bid meetings could be two or more.

pc/coi
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2.1

2.1.1

212

2.2

221

26

2. INSTRUCTIONS TO APPLICANTS

GENERAL

Scope of Application

The Authority wishes to receive Applications for Qualification in order to short-list

experienced and capable Applicants for the Bid Stage.

Short-listed Applicants may be subsequently invited to submit the Bids for the Project.

Eligibility of Applicants

For determining the eligibility of Applicants for their pre-qualification hereunder, the

following shall apply:

(a)

(b)

()

The Applicant for pre-qualification may be a single entity or a group of entities
(the “Consortium”), coming together to implement the Project. However, no
applicant applying individually or as a member of a Consortium, as the case may
be, can be member of another Applicant. The term Applicant used herein would
apply to both a single entity and a Consortium.

An Applicant may be a natural person, private entity, [government-owned entity]
or any combination of them with a formal intent to enter into an agreement or
under an existing agreement to form a Consortium. A Consortium shall be eligible
for consideration subject to the conditions set out in Clause 2.2.6 below.

An Applicant shall not have a conflict of interest (the “Conflict of Interest”)
that affects the Bidding Process. Any Applicant found to have a Conflict of
Interest shall be disqualified. An Applicant shall be deemed to have a Conflict
of Interest affecting the Bidding Process, if:

(i)  the Applicant, its Member or Associate (or any constituent thereof) and
any other Applicant, its Member or any Associate thereof (or any
constituent thereof) have common controlling shareholders or other
ownership interest; provided that this disqualification shall not apply in cases
where the direct or indirect shareholding of an Applicant, its Member or
an Associate thereof (or any shareholder thereof having a shareholding of
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(i)

(iii)

@iv)

2

(vi)

MODEL RFQ: INSTRUCTIONS TO APPLICANTS

more than 5% (five per cent) of the paid up and subscribed share capital
of such Applicant, Member or Associate, as the case may be) in the other
Applicant, its Member or Associate is less than 5% (five per cent) of the
subscribed and paid up equity share capital thereof; provided further that
this disqualification shall not apply to any ownership by a bank, insurance
company, pension fund or a public financial institution referred to in section
4A of the Companies Act, 1956. For the purposes of this Clause 2.2.1 (c),
indirect shareholding held through one or more intermediate persons shall
be computed as follows: (aa) where any intermediary is controlled by a
person through management control or otherwise, the entire shareholding
held by such controlled intermediary in any other person (the “Subject
Person”) shall be taken into account for computing the shareholding of
such controlling person in the Subject Person; and (bb) subject always to
sub-clause (aa) above, where a person does not exercise control over an
intermediary, which has shareholding in the Subject Person, the computation
of indirect shareholding of such person in the Subject Person shall be
undertaken on a proportionate basis; provided, however, that no such
shareholding shall be reckoned under this sub-clause (bb) if the shareholding
of such person in the intermediary is less than 26% (twenty six per cent)
of the subscribed and paid up equity shareholding of such intermediary; or

a constituent of such Applicant is also a constituent of another Applicant;
or

such Applicant, or any Associate thereof receives or has received any direct
or indirect subsidy, grant, concessional loan or subordinated debt from any
other Applicant, or any Associate thereof or has provided any such subsidy,
grant, concessional loan or subordinated debt to any other Applicant, its
Member or any Associate thereof; or

such Applicant has the same legal representative for purposes of this
Application as any other Applicant; or

such Applicant, or any Associate thereof has a relationship with another
Applicant, or any Associate thereof, directly or through common third party/
parties, that puts either or both of them in a position to have access to
each others’ information about, or to influence the Application of either or
each other; or

such Applicant, or any Associate thereof has participated as a consultant
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()

[(e)

to the Authority in the preparation of any documents, design or technical
specifications of the Project.

An Applicant shall be liable for disqualification if any legal, financial or technical
adviser of the Authority in relation to the Project is engaged by the Applicant,
its Member or any Associate thereof, as the case may be, in any manner for
matters related to or incidental to the Project. For the avoidance of doubt, this
disqualification shall not apply where such adviser was engaged by the Applicant,
its Member or Associate in the past but its assignment expired or was terminated
6 (six) months prior to the date of issue of this RFQ. Nor will this disqualification
apply where such adviser is engaged after a period of 3 (three) years from the
date of commercial operation of the Project.

Explanation:

In case an Applicant is a Consortium, then the term Applicant as used in this
Clause 2.2.1, shall include each Member of such Consortium.

Other eligibility conditions shall include:***]"!

222  To be eligible for pre-qualification and short-listing, an Applicant shall fulfil the following

conditions of eligibility:

(A)

Technical Capacity: For demonstrating technical capacity and experience (the
“Technical Capacity”), the Applicant shall, over the past 5 (five) financial years
preceding the Application Due Date, have:

(1)  paid for, or received payments for, construction of Eligible Project(s); and/
or

(i) paid for development of Eligible Project(s) in Category 1 and/or Category
2 specified in Clause 3.2.1; and/ or

@ii)) collected and appropriated revenues from Eligible Project(s) in Category
1 and/or Category 2 specified in Clause 3.2.1,

such that the sum total of the above is more than [Rs. 1,000 crore (Rupees one
thousand crore)] (the “Threshold Technical Capacity”).'?

I Other sector-specific conditions of eligibility or restrictions, if any, may be stated here, such as limit on FDL In case of sectors such as ports
and airports, the Authority may specify restrictions in order to prevent the same entity from acquiring more than a pre-determined number of projects.
In sectors where a large number of projects are offered within a comparatively short period, such as in the case of highways, the Authority may
specify restrictions in order to prevent the same entity from getting shortlisted in a large number of projects with the potential effect of curtailing

effective competition.

12 This amount should be equivalent to twice the Estimated Project Cost of the Project for which bids are being invited. Where deemed necessary,
the Authority may increase/decrease this amount by one half of the Estimated Project Cost.

28
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[Provided that at least one fourth of the Threshold Technical Capacity shall be
from the Eligible Projects in Category 1 and/ or Category 3 specified in
Clause 3.2.1.]

(B)  Financial Capacity: The Applicant shall have a minimum Net Worth" (the
“Financial Capacity”) of [Rs. 125 crore (Rupees one hundred and twenty five
crore)]' at the close of the preceding financial year.

In case of a Consortium, the combined technical capacity and net worth of those
Members, who have and shall continue to have an equity share of at least 26%
(twenty six per cent) each in the SPV, should satisfy the above conditions of
eligibility; provided that each such Member shall, for a period of 2 (two) years
from the date of commercial operation of the Project, hold equity share capital
not less than: (i) 26% (twenty six per cent) of the subscribed and paid up equity
of the SPV; and (ii) 5% (five per cent) of the Total Project Cost specified in
the Concession Agreement*.

223  O&M Experience: The Applicant shall, [in the case of a Consortium, include a Member
who shall subscribe and continue to hold at least 10% (ten per cent) of the subscribed
and paid up equity of the SPV for a period of 5 (five) years from the date of commercial
operation of the Project, and has either by itself or through its Associate, experience of
5 (five) years or more in operation and maintenance (O&M) of Category 1 projects
specified in Clause 3.2.1, which have an aggregate capital cost equal to the Estimated
Project Cost". In case the Applicant is not a Consortium, it shall be eligible only if it
has equivalent experience of its own or through its Associates. In the event that the
Applicant does not have such experience, it should furnish an undertaking that if selected
to undertake the Project, it shall for a period of at least 5 (five) years from the date
of commercial operation of the Project, enter into an agreement for entrusting its operation
& maintenance (O&M) obligations to an entity having the aforesaid experience, failing
which the Concession Agreement shall be liable to termination]'.

13 Net worth has been adopted as the criterion for assessing financial capacity since it is a comprehensive indication of the financial strength of
the Applicant. In exceptional cases, however, the Authority may also prescribe a minimum annual turnover and/ or net cash accruals as an indication
of the Applicant’s cash flows and financial health.

4 This amount should be 25% (twenty five per cent) of the Estimated Project Cost of the project for which bids are being invited.

£ The Authority may, in its discretion, impose further obligations in the Concession Agreement, but such obligations would provide sufficient mobility
for partial divestment of equity without compromising the interests of the Project.

!> Where deemed necessary, the Authority may increase/decrease this amount by one-half of the Estimated Project Cost.

' In case of comparatively less complex projects like highways, the Concessionaire may be allowed to undertake O&M through qualified and
experienced staff of its own. In such cases, Clause 2.2.3 may be modified suitably.
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224  The Applicants shall enclose with its application, to be submitted as per the format at
Appendix-I, complete with its Annexes, the following:

(1) Certificate(s) from its statutory auditors® or the concerned client(s) stating the
payments made/ received or works commissioned, as the case may be, during
the past 5 years in respect of the projects specified in paragraph 2.2.2 (A) above.
In case a particular job/ contract has been jointly executed by the Applicant (as
part of a consortium), it should further support its claim for the share in work
done for that particular job/ contract by producing a certificate from its statutory
auditor or the client; and

(ii) certificate(s) from its statutory auditors specifying the net worth of the Applicant,
as at the close of the preceding financial year, and also specifying that the
methodology adopted for calculating such net worth conforms to the provisions
of this Clause 2.2.4 (ii). For the purposes of this RFQ, net worth (the “Net
Worth”) shall mean the sum of subscribed and paid up equity and reserves from
which shall be deducted the sum of revaluation reserves, miscellaneous
expenditure not written off and reserves not available for distribution to equity
share holders.

225 The Applicant should submit a Power of Attorney as per the format at Appendix-II,
authorising the signatory of the Application to commit the Applicant. In the case of a
Consortium, the Members should submit a Power of Attorney in favour of the Lead
Member as per format at Appendix-III.

22.6  Where the Applicant is a single entity, it may be required to form an appropriate Special
Purpose Vehicle, incorporated under the Indian Companies Act, 1956 (the “SPV”), to
execute the Concession Agreement and implement the Project. In case the Applicant
is a Consortium, it shall, in addition to forming an SPV, comply with the following additional
requirements:

(a) Number of members in a consortium shall not exceed 6 (six), but information
sought in the Application may be restricted to 4 (four) members in the order of
their equity contribution;

$ In case duly certified audited annual financial statements containing explicitly the requisite details are provided, a separate certification by statutory
auditors would not be necessary in respect of Clause 2.2.4 (i). In jurisdictions that do not have statutory auditors, the firm of auditors which
audits the annual accounts of the Applicant may provide the certificates required under this RFQ.
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(b)

(c)

(d)

(e)

®)

2

MODEL RFQ: INSTRUCTIONS TO APPLICANTS

subject to the provisions of sub-clause (a) above, the Application should contain
the information required for each member of the Consortium;

members of the Consortium shall nominate one member as the lead member (the
“Lead Member”), who shall have an equity share holding of at least 26%
(twenty six per cent) of the paid up and subscribed equity of the SPV. The
nomination(s) shall be supported by a Power of Attorney, as per the format at
Appendix-III, signed by all the other members of the Consortium;

the Application should include a brief description of the roles and responsibilities
of individual members, particularly with reference to financial, technical and O&M
obligations;

an individual Applicant cannot at the same time be member of a Consortium
applying for pre-qualification. Further, a member of a particular Applicant
Consortium cannot be member of any other Applicant Consortium applying for
pre-qualification;

the members of a Consortium shall form an appropriate SPV to execute the
Project, if awarded to the Consortium;

members of the Consortium shall enter into a binding Joint Bidding Agreement,
substantially in the form specified at Appendix-IV (the “Jt. Bidding Agreement”),
for the purpose of making the Application and submitting a Bid in the event of
being short-listed. The Jt. Bidding Agreement, to be submitted along with the
Application, shall, inter alia:

(1)  convey the intent to form an SPV with shareholding/ ownership equity
commitment(s) in accordance with this RFQ, which would enter into the
Concession Agreement and subsequently perform all the obligations of the
Concessionaire in terms of the Concession Agreement, in case the
concession to undertake the Project is awarded to the Consortium;

@) clearly outline the proposed roles and responsibilities, if any, of each
member;

@iii) commit the minimum equity stake to be held by each member;

(iv) commit that each of the members, whose experience will be evaluated for
the purposes of this RFQ, shall subscribe to 26% (twenty six per cent)
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227

228

229

or more of the paid up and subscribed equity of the SPV and shall further
commit that each such member shall, for a period of 2 (two) years from
the date of commercial operation of the Project, hold equity share capital
not less than: (i) 26% (twenty six per cent) of the subscribed and paid up
equity share capital of the SPV; and (ii) 5% (five per cent) of the Total
Project Cost specified in the Concession Agreement'”;

(v)  members of the Consortium undertake that they shall collectively hold at
least 51% (fifty one per cent) of the subscribed and paid up equity of the
SPV at all times until the second anniversary of the commercial operation
date of the Project; and

(vi) include a statement to the effect that all members of the Consortium shall
be liable jointly and severally for all obligations of the Concessionaire in
relation to the Project until the Financial Close of the Project is achieved
in accordance with the Concession Agreement; and

(h) except as provided under this RFQ and the Bidding Documents, there shall not
be any amendment to the Jt. Bidding Agreement without the prior written consent
of the Authority.

Any entity which has been barred by the [Central/ State Government, or any entity
controlled by it,] from participating in any project (BOT or otherwise), and the bar subsists
as on the date of Application, would not be eligible to submit an Application, either
individually or as member of a Consortium.

An Applicant including any Consortium Member or Associate should, in the last 3 (three)
years, have neither failed to perform on any contract, as evidenced by imposition of a
penalty by an arbitral or judicial authority or a judicial pronouncement or arbitration award
against the Applicant, Consortium Member or Associate, as the case may be, nor has
been expelled from any project or contra