ITEM NO. 06 (W-01)
1.
Name of work


:
Policy Guidelines for Public            

                                                              
Private Partnership Projects in 

                                                              
New Delhi Municipal Council  

                                                              
Area

2.
Name of the Department
:
Projects Department

3.
Brief History of the Proposals:

At the national level PPP is being seen as an important tool to bridge the investment and expertise gap in the creation of infrastructure and in accelerating the delivery of public services.  The XIth plan document accords high priority to PPP projects both in the central and states’ plan initiatives in the endeavour to overcome the yawning infrastructure deficit that face the country.


At the state level some key states of India like Gujrat, Punjab, Karnataka, Rajasthan and Andhra Pradesh have developed legal frameworks for private participation in infrastructure, specifically in areas in the jurisdiction of the state legislature and the State Government.


Local governments often face in efficiencies in providing adequate urban services.  These are frequently attributable to inadequate manpower, insufficient financial allocations.  Cost overruns, huge infrastructure costs, and the absence of accountability in revenue collections.


Shifting some services and responsibilities to the private sector may help to improve delivery systems, increase efficiency and potentially free up resources for other purposes. As a sustainable model for the delivery of public services, public private partnerships (PPP) can help increase infrastructure investments, expand access to urban services, and achieve more efficient and effective service delivery.

4.
Detailed proposal of the project:

Based on the state laws and various guidelines, a Public Private Partnership Policy document has been proposed for NDMC placed as Annexure I (See pages 28 – 37). The policy guidelines document is submitted for approval of the Council. Once approved, these policy guidelines would serve as the guiding principles for all future PPP projects in NDMC area.

The Scheme and Guidelines for India Infrastructure Project Development Fund, issued by the Department of Economic Affairs, Ministry of Finance, Govt. of India vide Letter No. 7/2/2007-PPP dated 5.12.2007 placed as Annexure II (See pages 38 - 68) and the Guidelines for Financial Support to Public Private Partnerships in Infrastructure, issued by the Ministry of Finance, Govt. of India vide Letter No. 1/4/2005-PPP dated 23.01.2006 are enclosed as Annexure III (See pages 69 - 99) for ready reference.

5.
Financial Implication


1.
Will be project specific.

2.
Budgetary allocation for staff/establishment of Project Department.

6.
Implementation schedule with timelines for each stages including internal processing:


As per prevailing Acts/rules of Council/concerned authority.

7.
Comments of the Finance Deptt. on the subject:


Finance has seen the draft policy guidelines and has no comments.

8.
Comments of the Deptt. on comments of Finance Deptt.:


Nil

9.
Legal Implication of the subject:


Nil


10.
Details of the previous Council’s resolution, existing laws of Parliament and Assembly on this subject.


Not available


11.
Comments of Law Deptt. :

The Law Deptt. has commented as

1.
It is a welcome proposal to generate revenues/create assets by participation from private parties. With main aim of reducing burden on municipal finances, to provide better services and better management to Councils assets without increasing NDMC – manpower.

2.
These are policy guidelines and have to be within the frame work of NDMC Act and other rules & regulations and do not violate any provision of NDMC Act. 

12.
Comments of the department on the comments of Law deptt.: 


The advice of Law Department will be followed.

13.
Certification by the department that all Central Vigilance Commission (CVC) guidelines have been followed while processing the case:


- Not applicable -

14.
Recommendations:


The case is placed before the Council for:

(a) Consideration & approval of Policy guidelines for Public Private Partnership in New Delhi Municipal Council (Annexure-I) See pages 28 - 37.
COUNCIL’S DECISION 


Resolved by the Council, by majority, to accord approval of the Policy guidelines for Public Private Partnership in New Delhi Municipal Council.

The Council also directed to include ‘heritage structures’ in the ‘priority sectors’ under the policy.
ANNEXURE - I
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DRAFT POLICY GUIDELINES

FOR

PUBLIC PRIVATE PARTNERSHIP PROJECTS

IN

NEW DELHI MUNICIPAL COUNCIL

PROJECT DEPARTMENT

NDMC

1
INTRODUCTION

The Welfare State has an expanded role to play as it ensures provision of public goods (like road, power and water supply) and merit goods (like Health and Education) having positive externalities. Public Private Partnership is an approach under which services are delivered by the private sector while the responsibility for providing services rests with the government. 

Public-Private-Partnership (PPP) provides an opportunity for private sector participation in financing, designing, construction and operation and maintenance of public sector programmes and projects. The time has come to forge a greater interface between the public and the private sector in a wide range of activities in the country. 

The PPP approach is best suited for the infrastructure sector as it supplements scarce public resources, creates a more competitive environment and helps to improve efficiencies and reduce costs. To achieve this goal, NDMC has come out with this Public Private Partnership Policy. 

2
THE POLICY OBJECTIVES

The key objective this policy are to: 

i. Identify priority sectors for Public Private Participation in NDMC so as to utilize the efficiencies, innovativeness and flexibility of the private sector to provide better infrastructure and service at an optimal cost.

ii. To prepare a shelf of projects to be offered for PPP and take them forward with assistance
of the owner departments through a transparent selection process

iii. Putting in place an effective and efficient institutional mechanism to take up the project development activities viz. project identification, preparation of DPRs, project structuring and bid process management 

iv. Provide necessary risk sharing framework in the project structure so as to assign risks to the entity most suited to manage them.

v. Create a robust dispute redress mechanism/regulatory framework for PPP projects.

vi.
To provide a mechanism for NDMC contribution for projects those are intrinsically unviable.

vii.
To put in place an effective and efficient institutional mechanism for project implementation and monitoring

3
IDENTIFICATION OF PROJECTS FOR PPP & PRIORITY SECTORS

PPP arrangements should not be entered into merely for the sake of undertaking a PPP project. A detailed review of the costs and benefits of private sector involvement versus public alternatives must be undertaken to ensure that a PPP enhances the public benefit. The degree of private involvement needs to be carefully matched to the objectives and needs of the project and public. 

There is no one method for deciding which type of PPP approach will best serve the needs of a project as this depends on the project characteristics and public perception of the need for PPP. Each PPP structure has strengths and weaknesses, which must be recognized and integrated and applied only where suitable and when clear benefits and advantages can be demonstrated. 

Studies indicate that PPPs approach has been more successful in some sectors and less successful in others. As the PPP approach is based on meeting the output specifications, a common success factor has been projects where the performance parameters are relatively simple and are amenable to a high degree of standardization. Other factors which determine the suitability of a Project for the PPP approach are : 

· Clearly measurable output specifications 

· Identifiable and stable revenue streams

· Affordability - from govt viewpoint 

· Viability - from pvt sector viewpoint 

· Possibility of combining several activities in case one activity is unviable. 

· Political acceptance 

Globally, several areas are already proven to be amenable to PPPs, these are primarily areas where the underlying asset is considered "essential infrastructure" but there have been problems in capacity up gradation, maintenance and management (eg roads, ports). PPP route helps in retaining ownership and at the same time gain from pvt sector skills. 

Based on the success of PPP areas, the following sectors are being identified as priority sectors under this policy, which may be modified from time to time:

(a) 
Roads, Street furniture, underpasses, over bridges

(b) 
Building development and maintenance

(c) 
Street lighting

(d) 
Water supply, Treatment and Distribution

(e) 
Solid waste Management

(f) 
Sewerage & Drainage

(g) 
Sports, recreation, entertainment and related infrastructure/ services

(h) 
Healthcare Facilities

(i) 
Education

(j) 
Urban infrastructure including entertainment and recreational facilities

(k) 
Urban Transportation Systems / Improvement of Public Facilities including construction of state of art bus-stands.

(l)
Operation and maintenance of infrastructure assets including markets, office complexes & commercial assets.

(m)
Development of IT infrastructure and delivery of IT services in schools.

(n)
Parking infrastructure and management.

(o)
Promotion of art culture & music.

(p)
Any other sector/facility as may be included by the Council/mandated by the NDMC Act.

 4
INSTITUTIONAL ARRANGEMENT

NDMC recognizes the requirement for an effective and efficient institutional mechanism for project identification, development and implementation and therefore constitutes the following structure for furthering the objectives of the Policy. 

4.1
PPP Coordination Committee (PPPCC)

An PPPCC comprising of the Secretary, Financial Advisor, Legal Advisor, Director (Projects) and the concerned HOD for facilitating project development shall be constituted. Director (Projects) shall be the member-convenor of PPPCC. 

4.2
Powers and Functions of the PPPCC

The Powers and Functions of the PPPCC would include:

a)
To coordinate approvals of projects that require inputs/approval of various departments

b)
To prioritize, approve shelf of projects

c)
To consider in-principle approval of PPP projects recommended 

d)
To recommend projects for the VGF or IIPDF or JNNURM schemes of the GoI.

(e)
To approve scale and scope of a suo moto proposal or project under swiss challenge approach (Swiss Challenge System is a new bidding process to help private sector initiative in core sector projects. It's an offer made by the original proponent to the government ensuring his process to be best (in terms of effectiveness including both the factors cost and time) by his initiative as a result of his own innovative approach or on the demand of the government to perform certain task. The Swiss challenge system, like the bonus system, further allows third parties to make better offers (challenges) for a project during a designated period with simple objective to discourage frivolous project, or to avoid exaggerated project development costs. Then accordingly, the original proponent gets the right to counter-match any superior offers given by the third party).
(f)
Wherever the approval of the council or any other authority is required the same shall be taken.

4.3
Projects Department (PPP Cell)

The PPPCC shall be assisted by a Projects Department which will work as a PPP Cell within NDMC in undertaking the functions specified under this policy & shall be under the direct supervision of Secretary. 

The PPP Cell shall be headed by a Director who would be assisted by: 

a)
A municipal finance expert having requisite knowledge for preliminary financial analysis of PPP projects 

b)
A municipal legal expert

c)
Urban planning expert

d)
Supporting secretarial staff

4.4
Functions of the PPP Cell


The Functions of the PPP Cell and its Technical Secretariat would include: 

IN RELATION TO PROJECT DEVELOPMENT 

a) 
To identify, conceptualize and create a shelf of projects in consultation with the owner department/agency and recommend approval of such projects for PPP from time to time to the PPPCC 

b)
To assist different departments in preparing pre-feasibility reports by itself or through consultants.

c)
To assist the respective departments for preparing Detailed Project Reports

d)
To appoint/select consultants to undertake project development activities till the stage of identification of a suitable private participant in consultation with the concerned department through a suitable procurement process preferably through open competitive bidding. 

e) 
To interact with the Planning Commission, Government of India (Gol) and
 other funding agencies like World Bank for obtaining approval under VGF 
(Viability Gap Funding), IIPDF (India Infrastructure Project Development Fund) and any other fund created for such purpose. The guidelines for the above scheme are enclosed for reference.

(f)
Monitoring and reviewing progress of PPP projects.

IN RELATION TO INSTITUTIONAL STRENGTHENING 

(a)
To act as the nodal agency for capacity building for PPP in NDMC. To further this function it shall conduct/recommend exposure visits and training programs on PPP.

(b)
To adopt, adapt and develop Model Agreements (MA) for various types of projects.

(c)
To recommend special legislation for formation of appropriate business model/legal framework/regulatory mechanism and robust grievance redressal mechanism as may be required for the project. 

(d) 
To recommend requirements of funds for development of projects, gap funding and for any other requirement for furthering the objectives of this Policy. 

(e) 
To develop internal evaluation guidelines in consultation with the respective departments/agencies to evaluate and assess the projects 

(f)
To coordinate with other departments for the furtherance of the objectives of this Policy

4.5
Nodal officers

A nodal officer shall be identified in each line departments to co-ordinate with the PPP Cell and to take forward the PPP initiatives. A nodal officer shall also be identified in the Finance and Law department to examine the PPP proposals. This will ensure speedier clearances of the proposals from law and finance point of view. 

4.6 
Role of Nodal officers in line departments 

i)
Nodal officer shall be associated at all stages of project development such as project identification, project structuring, bid process etc. 

ii) 
Nodal officer shall be responsible for interacting with the PPP Cell and facilitating theactivities of the PPP cell by providing timely information and 

· assistance in gathering field information 

· assistance in identifying the requirements of the line departments 

iii) 
Nodal officer shall be responsible for executing the contract with the private participant at the end of the selection process 

iv) 
Nodal officer shall be responsible for taking over the project along with the documentation after the selection process is over 

v) 
Nodal officer shall be responsible for monitoring the project at the implementation stage and periodic reporting to the PPP Cell. 

5 
PROJECT IDENTIFICATION STRUCTURING AND APPROVAL PROCESS

In order to have a vision for development, NDMC has created a City Development Plan outlining the projects that need to be taken up in the near and distant future. The projects outlined in the CDP shall form the initial shelf of projects for possible development under the PPP mode. For future development, the Head of each Department is expected to identify activities that can be bunched together to make a viable Project. 

Preliminary needs assessment by the line department
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5.1
Preliminary Needs Assessment

An exercise to identify gaps in service standards and infrastructure requirements shall be carried out by the Head of each line department every year between April to June. Based on the preliminary requirements indicated by the line department the PPP Cell shall in consultation with Line Departments and consultants (if required) identify alternatives, conceptualize projects to be developed through PPP Cell. The PPPCC shall prioritize projects based on demand and supply gaps, interlinkages and any other relevant parameters and create a project shelf. 

5.3 
Preparation of Preliminary Feasibility Report 

Based on the technical inputs required for a particular project, the PPP Cell or alternatively the Line departments will prepare the Preliminary Feasibility Report for the identified projects. The preliminary feasibility report should establish the need for the project, broad level project cost estimation and indicative commercial viability of the proposed project including preliminary engineering studies if any. 

5.4
Project Structuring

The project structure interalia comprises the following activities/components: - 

· risk sharing 

· identification of revenue streams and sharing thereof 

· no of years of operation 

· mode of selection etc.

· technology options 

· implementation schedule 

The project structure should aim at proper allocation of risks between the private sector and the Public. Commercial Risk is better borne by the private sector partner while regulatory risk is better borne by govt. agencies. The project structure should target optimal, rather than maximum, assignment of risk to the private sector. 

Experience shows that substantial number of PPP contracts suffer from inaccurate assessment of traffic and consequent revenue streams. As such it is important to have a realistic assessment of the revenue streams for any project under PPP. 

Invariably, choice of technology should be left to the private sector, unless, the technology choice is predetermined due to standardization or due to constraints of existing technologies. 

Implementation schedules have to be set realistically and should not be over optimistic to satisfy the expectations of the stakeholders. This often leads to disputes with the private sector developer at the project implementation stage.

5.5
Approval of Projects for development under PPP Mode.

On receipt of the preliminary feasibility report from the Line department by the PPPCC through PPP Cell, the PPPCC shall review the proposal based on its merit, grant its in-principle approval or suggest modifications/changes to the proposal. The final sanction of the project shall vest with the Chairperson/Council as the case may be 

6.

PREPARATION OF DPR AND SELECTION OF PRIVATE PARTICIPANT

6.1
Preparation of DPR and Selection of Developers.

On obtaining approval of PPPCC the respective line department shall prepare/get prepared the Detailed Project Reports (DPR) if required or if the DPR is to be prepared by the project developer, launch the competitive bidding process for selection of developers. The PPP Cell shall assist line departments in selection of the Project developer and the entire selection and bidding process including preparation of the various contractual, concession and bid documents. The bid process shall be fully transparent and conforming to best practices in the Industry. 

6.2
Approval of Developer

The outcome of the biding process along with required concessions to be granted will be placed before PPPCC for final approval before award of the project to the developer. 

In cases where VGF assistance is sought from GoI the proposal to PPPCC will be put up after receipt of final sanction of VGF assistance from GoI. 

7
PROJECT IMPLEMENTATION, MONITORING & DISPUTE REDRESSAL 

The line department shall be responsible for implementation and monitoring of the project. The Line department shall furnish periodic reports to the PPPCC through the PPP Cell. 

Experience shows that most disputes relate to practical issues encountered during implementation and lack of responsiveness from the line department. PPP projects being complex, it is felt that the implementation should be directly overseen by the Heads of the Department as the HoD is in a position to coordinate decision making within his department as also in consultation with other departments. 

8
EVALUATION & IMPACT ASSESSMENT

PPPCC will monitor the implementation of the project through reports provided by the line departments. All the Departments carrying out PPP projects will keep informed the PPP Cell regarding the latest developments. 

PPPCC will make an impact assessment of the project at a suitable time after implementation vis-a vis the needs assessment made initially. The PPPCC shall be supported by the PPP Cell in this regard. 

The success and failures on various aspects shall be documented by the PPP Cell for incorporation in subsequent projects. 
9 
STRENGHTENING OF THE INSTITUTIONAL FRAMEWORK 

The rights of the users, developers, the local community, employees and lenders, together referred to as stakeholders shall be protected. The various mechanism considered include: 

a. 
Adequate administrative support for successful and timely implementation
and operation of the project while safeguarding the interest of citizens. 

b. 
Adequate administrative support for levy and collection of user charges wherever required. 

c. 
Structuring of concession agreements incorporating service standards, revenue streams 
and levy of equitable user charges also providing for exempt category of users wherever 
applicable. 

e. 
Setting up of robust dispute redressal mechanisms. 

10
UPDATION & MODIFICATION

These guidelines are to be seen as a living document and would need to be continuously updated and revised based on the experience in future.
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