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On November 20, 2024, during a session of the Legislative Chamber of the Oliy Majlis, His
Excellency, the President of the Republic of Uzbekistan, Shavkat Mirziyoyev, assessed the
government’s achievements over the past five years and set forth long-term priorities within the
framework of the "Uzbekistan — 2030" Strategy. This strategy outlines ambitious national goals,
with a key pillar being the expansion of the private sector and the gradual reduction of the state’s
role in the economy.

To realize this vision, His Excellency, the President has tasked the Government with implementing
public-private partnership (PPP) projects totalling $30 billion. This directive highlights the crucial
role of PPPs in attracting investment and enhancing the efficiency of infrastructure and public
service delivery. The urgency of this initiative is further underscored by Uzbekistan’s rapid
demographic growth, with the population expected to exceed 40 million within the next five years.
As His Excellency, the President, stated, "While this demographic growth presents significant
opportunities, it also brings new and pressing challenges.” These challenges are particularly
evident in key sectors such as poverty reduction, environmental sustainability, energy,
transportation, road infrastructure, access to drinking water, and housing.

To execute the task set forth by His Excellency, the President, the Ministry of Economy and
Finance, as the authorized PPP development body, is undertaking a comprehensive and
coordinated approach. This includes enhancing the regulatory PPP environment to attract
investors, strengthening the institutional capacity of government ministries and agencies
responsible for PPP implementation, facilitating the structuring of well-prepared and bankable PPP
transactions, and scaling up PPPs in priority sectors.

As part of this broader effort, the Ministry, in close collaboration with the Asian Development Bank
(ADB), has developed this PPP Handbook to serve as a comprehensive resource for stakeholders
involved in structuring and implementing successful PPP projects. This handbook provides a
practical, step-by-step guide tailored to Uzbekistan’s legal and institutional framework, covering
the entire PPP lifecycle—from project initiation to implementation. By providing clear guidance and
best practices, it aims to streamline the PPP process, enhance project bankability, and accelerate
the implementation of high-quality, sustainable projects across priority sectors.

In this regard, we express our sincere gratitude to the Asian Development Bank for its technical
support and collaboration throughout this process.

Recognizing that PPPs are a dynamic and evolving discipline, the Ministry remains committed to
continuously refining regulations, policies, and guidance to align with international innovations and
emerging trends, fostering a robust and sustainable PPP environment in Uzbekistan.

We trust this handbook provides all stakeholders with the necessary guidance and the PPP Project
Implementation Department under the Ministry stands ready to support government ministries,
agencies and local government authorities at every stage of the PPP process—from project
identification and preparation to procurement and implementation.

Jamshid Kuchkarov

Deputy Prime Minister - Minister of Economy and Finance of the Republic of Uzbekistan
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Affordability

Applicant

Appraisal

Availability Payments

Authorised body

Bankability

Bid security

The ability of a project to be realistically accommodated
within the inter-temporal budget constraints of the
government.

an individual entrepreneur, legal entity or an association
of legal entities registered in accordance with the
legislation of the Republic of Uzbekistan or a foreign
country, interested in implementing the public-private
partnership project and participating in the tender.

Conducting a series of feasibility exercises that inform a
decision to approve, cancel, or revisit the project before
the structuring of the contract.

Payments made by the Public Partner to the Private
Partner for the availability of the PPP facility during the
operational period of the PPP facility based on extent of
compliance with the performance standards in
accordance with the PPP agreement.

Ministry of Economy and Finance of the Republic of
Uzbekistan. The responsibilities of the authorized body
are carried out by the Public-Private Partnership
Development Department within the Ministry of
Economy and Finance'.

The ability of a project to be accepted by lenders as an
investment under a project finance scheme, or the ability
of the project to raise a significant amount of funding by
means of long-term loans under project finance, due to
the creditworthiness of the project in terms of sufficiency
and reliability of future cash-flows.

A written guarantee provided by the Private Partner to
the Public Partner to ensure that if selected, the bidder
will proceed with the contract. The bid security will
typically be obtained from a surety agent, such as a
bank and is generally returned to the successful bidder

" In addition, in accordance with Resolution No. 558 of the Cabinet of Ministers of the Republic of
Uzbekistan dated October 23, 2023, the Fiscal Risk Assessment Department was established within
the Ministry of Economy and Finance. This unit is responsible for reviewing, approving, recording,
managing, and regulating fiscal obligations that may arise from PPP projects. Therefore, in this
Handbook, the term “Authorized Body” refers to the PPP Department of the Ministry of Economy and
Finance. However, in matters related specifically to the management of fiscal obligations and risks, the
Fiscal Risk Management Department (FRMD) is explicitly identified as the responsible department.



Bidder (or proposer)

Capital Expenditure

Commercial Close

Conditions Precedent

Contingent Liabilities

Cost-Benefit Analysis

Data Room

Debt Service Coverage Ratio
(DSCR)

on effectiveness of the relevant contract or on financial
close.

In the broad sense, an individual entrepreneur, a
company or a group of companies, such as a
consortium, that submits a bid in response to a RFP. A
bidder could be a single party or a consortium of parties,
each responsible for a specific element, such as
constructing the infrastructure, supplying the
equipment, or operating the business.

In strict terms, the bidder is only an individual
entrepreneur, the company or companies that commit to
form the project company or private partner (also known
as the Special Project Vehicle (SPV)), with other
members of the bidding consortium acting potentially as
the “nominated contractor’. The government normally
contracts only with the company or companies that form
the SPV, or with the SPV itself.

Capital expenditure (Capex): The initial construction
costs of the infrastructure plus any expenditure on the
constructed PPP assets that is not an operating
expense (Opex).

The point at which all the significant commercial issues
between the Public Partner and the Private Partner have
been agreed. The PPP contract (or PPP project
agreement) will normally be signed at commercial close.

Conditions to be fulfilled by the Private Partner and the
Public Partner before drawing on the debt, or before the
project contracts become effective.

Obligations/liabilities triggered by a discrete but
uncertain future event that is outside the control of the
government.

A type of analysis used to compare two or more options
for a project or a decision based on economic flows duly
adjusted, following some patterns. The CBA is primarily
used to assess the socio-economic feasibility or value
of the selected project or project under assessment
(regardless of the method of procurement).

A physical or electronic library of information, relevant to
the project, and made available to bidders.

Assessment of the ability of the project company to meet
the debt service payment of each year. This is
calculated by dividing the projected operating cash flow
before debt service by the debt service of the respective
year.



Direct Agreement

Direct Liabilities

Discount Rate

Discounted Cash Flow Analysis

Equity

Expressions of Interest (EOI)

Financial Close

Financing

Force Majeure

Funding

Hand-back

An agreement normally made between the Private
Partner, the Public Partner, and the lenders. The
agreement gives the lenders step-in rights to take over
the operation of the key PPP contracts.

Payment commitments that will be incurred regardless
of the occurrence of an uncertain future event.

The rate used to calculate the present value of future
cash flows, usually determined on the basis of the cost
of capital used to fund the investment from which the
cash flow is expected.

A general term for analysis which discounts a stream of
future cash flows in order to calculate a Net Present
Value.

The portion of the share capital and other investment
subordinated to senior debt provided by shareholders of
the Private Partner.

Expressions of interest by an Applicant for a project.

The point at which all of the project documentation is
signed, all the pre-conditions attached to the project’s
financing have been met, and the project funding
becomes available.

The source of money required up front to meet the costs
of constructing the infrastructure. Financing is typically
sourced by the government through surpluses or
government  borrowing (traditional infrastructure
procurement), or by the private sector raising debt and
equity finance (PPPs).

External unpredictable events beyond the control of
either party that are construed or defined by a law, policy
or the contract. The precise scope of this term includes
“Acts of God” (natural disasters) e certain man-made
events, such as war and terrorist activities.

The source of money required to meet payment
obligations. In a PPP context, it refers to the source of
money over the long term to pay the PPP private partner
for the investments and operating and maintenance
costs of the project. Funding is typically sourced from
taxes (in government-pays PPPs), or from user charges
(in user-pays PPPs).

The transfer of the project assets, and responsibility for
those assets, to the government upon the termination or
expiry of the PPP Agreement.



Head of Terms (HOT)

Investment Decision

Limited Recourse

Net Present Value (NPV)

Winning Bidder

Pre-qualification

Private Partner

Procurement Decision

Project Brief

Project Concept

The HOT sets out the key commercial areas that the
bidder expects to be addressed in the key PPP
contracts, including the project agreement, construction,
and operation and maintenance (O&M) contracts. The
HOTSs will set out the parties’ commercial undertakings
and will be established in the project development
phase and tested through the bidding process with the
bidders.

The decision taken by a government to develop and
implement a project and confirmation of its willingness
and ability to provide the required funding (after
accounting for any user fees, such as road tolls),
regardless of how the project is procured.

Finance with limited guarantees from the sponsors.

The discounted value of an investment’'s cash inflows
minus the discounted value of its cash outflows. To be
adequately profitable, an investment should have a Net
Present Value greater than zero.

The bidder identified at the end of the tender evaluation
process as being the government’s preferred partner to
enter into (or enter into final negotiations for) a PPP
contract. The preferred bidder is awarded the contract
and called to contract signature.

The act of testing prospective bidders to determine
whether they meet the pass/fail qualification criteria in
advance of issuing the request for proposals.

an individual entrepreneur, a legal entity or an
association of legal entities registered in accordance
with the legislation of the Republic of Uzbekistan or a
foreign country, which concluded an agreement on PPP
with a public partner

The decision as to the best way of procuring the project.
Does the PPP procurement offer better Value for Money
than the best practicable public sector delivery model?

A document prepared by a Public Initiator introducing an
initiative for a PPP project describing its rationale and
tentative features for the purposes of assessing the
initiative’s sensibility and suitability for PPP

A note prepared by the Public or Private Initiator, which
justifies the decision to implement the PPP project,
defines the value and description of this project, the
basis of its effectiveness and relevance, its main
characteristics, as well as a document containing the
mechanisms for ensuring the return of the involved
investments



Project Company

Project Evaluation Document

Project Finance

Public Initiator

Public Partner

Public Private Partnership

Public Private Partnership Project

(PPP project)

Public Sector Comparator (PSC)

Request for Proposal (RFP)

Request for Qualifications (RFQ)

The company that acts as the counterparty of the
government in a PPP. Also referred to as “Special
Project Vehicle” (SPV).

A document that determines the value of the project and
the amount of funds required for financing and justifies
the adoption of the most optimal technical-technological
and organizational decision on the implementation of
the project.

A technique to negotiate and establish the long-term
debt financing of a project, where the basis of the loan
is the cash flow generated by the project alone.

A Public Partner that initiates a PPP project

The Republic of Uzbekistan and (or) government
bodies, local executive authorities, as well as other legal
entities or their associations authorized by the Cabinet
of Ministers of the Republic of Uzbekistan.

A legally formalized cooperation between a Public
Partner and a Private Partnerfor a certain period, based
on the pooling of their resources for the implementation
of a PPP project.

A set of activities aimed at solving economic, social and
infrastructural tasks, carried out on the basis of
attracting private investments and (or) introducing
advanced management practices.

The cost estimate (adjusted for risk), from the public
perspective, of a project being delivered under a
conventional procurement method. It acts as a
benchmark against which to compare the projection of
cost estimates for the authority under the PPP option;
this is done to determine if the PPP option offers Value
for Money (VfM).

The set of documents issued by the procuring authority
that set out:

e The basis or requirements for submitting the
proposal (which documents and in which format and
contents the bidder has to submit)

e The basis of the evaluation criteria for selecting the
preferred bidder and Reserve Winner

e The PPP contract that will be signed with the
successful bidder and other annexed information
such as forms, templates, complementary
information for reference purposes, and so on.

This is the government's request for qualifications

issued to the market with respect to the project.

The set of documents issued by the procuring authority
that constitute the basis of the qualification and



Reserve Winner

Senior Debt

Pre-qualified Bidder

Submission of Qualifications
(SoQ)

Subordinated Debt

Termination Payment

Unsolicited Proposal

User Charges

Value for Money

Viability Gap Funding (VGF)

potentially the pre-selection of candidates. Qualified will
then be invited to submit a proposal.

The response to the RFQ is the Submission of
Qualifications (SoQ).

The bidder who, based on the decision of the tender
commission, was recognized as having submitted the
best tender offer after the tender offer of the tender
winner.

The main form of debt raised by the private partner,
which is senior to other unsecured or otherwise more
"junior" debt, that is, the senior debt generally has first
priority for repayment, and the lenders of the senior debt
have decision-making powers in priority to the lenders
of the junior debt.

Those parties who met the requirements of Pre-
qualification and have been invited to submit a proposal
in response to a Request for Proposal (RFP) for a
project in which the government only allows a limited
number of pre-qualified bidders to proceed to the RFP
phase.

The act of the prospective bidder submitting the
documents required in order to be qualified.

Debt which, by agreement or legal structure, is
subordinated to other (senior) debt, allowing those
(senior) lenders to have priority in access to amounts
paid to the lenders by the borrower from time to time,
and to borrower assets or revenues in the event of
default. This priority may be binding on liquidators or
administrators of the borrower.

A payment made by the government under the PPP
contract, following termination of the project agreement.

Also known as “termination compensation”.

A proposal made by a private party to undertake a PPP
project. It is submitted at the initiative of the potential
Private Partner i.e. Private Initiator, rather than in
response to a request from the government.

Payments made by users of the infrastructure, such as
tolls in a toll road project.

The benefits relative to the costs of procuring a project
using a PPP compared to other procurement options.
Commonly referred by its abbreviation Value for Money
(VEM).

A scheme wherein the projects with low financial viability
are given grants (or other financial support from the



Weighted Average Capital Cost
(WACC)

government) up to a stipulated percentage of the project
cost, making them financially viable as PPPs.

The average cost of all the private financing resources
of the project. It is a weighted average of the cost of the
equity resources and the cost of debt.
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This handbook presents a comprehensive and coherent set of instructions supported by
operational guidelines and methodology statements to streamline the process,
institutional responsibilities, and decision-making criteria for the gateway review of Public-
Private Partnership (PPP) projects with a capital value of more than US$ 1 million in
Uzbekistan under auspice of the Ministry of Economy and Finance of the Republic of
Uzbekistan (MoEF) as mandated by the Article 12 of the Law #537 on PPP adopted on May
10, 2019 (PPP Law).

1. Scope

The instructions capture the process, institutional responsibilities, and decision-making criteria
to identify, prepare, and assess/appraise PPP projects, develop the PPP contract structure
and RFP/tender structure, as well as the management of the tender process and contract
management for PPP projects with an investment value of more than US$ 1 million. The
initiation of projects with a total investment value of less than US$ 1 million will be addressed
in a separate instruction. Where appropriate the instructions are supported by guidelines and
methodology statements including template documents. These are not mandatory though
highly recommended, and any material deviation will need to be justified and may be reviewed
by the approving authority.

The emphasis of this Handbook primarily lies on the public initiation route, with the private
initiative route being addressed only up to the project assessment stages.

The PPP Handbook is grounded in the legal context provided by the PPP Law and the
implementing regulations for implementation of PPP projects adopted on 30 October 2024 by
the Cabinet of Ministers as Decree 720 (Decree 720), and incorporates good practices from
around the world.

2. Objective
The objectives of this PPP Handbook are to ensure that a PPP project:

is being initiated to meet a public service need and it is based on an appropriate or
optimum technical solution ('Project Identification’);

e is duly appraised to assess if it is feasible (both the technical solution and the delivery of
the project as a PPP), that the PPP is the best procurement solution, and that it is duly
prepared before tendering: this relates to (‘Project Appraisal and Preparation’);

¢ has an appropriately structured PPP contract and a well-designed tender process (‘Project
Structuring and Tender Preparation'):

o is effectively procured or tendered in accordance with the legal and regulatory
requirements: (‘Tender process and Contract Award’); and

e itis effectively monitored and managed during its contract life: (‘Contract Management’).

The envisaged result of this process management framework is to maximise the probability of
project success in terms of achieving value for money in delivering infrastructure projects and
related services in a fiscally sustainable manner by accessing the financial resources and/or
expertise of private service providers.
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As such the PPP Handbook provides a consolidated overview of the necessary procedures
and suggested approaches and documents with appropriate quality assurance mechanisms
through checks and balances to guide the relevant agencies and provide comfort to investors
and lenders on the adequacy of project preparation.

3. Target Audience

The target audience for these instructions are primarily government agencies involved in the
development and implementation of PPP projects including state governance agencies, local
executive authorities, as well as other agencies (organizations) empowered by the Cabinet of
Ministers of the Republic of Uzbekistan or associations thereof operate on its behalf for acting
as a public partner in a PPP.

4. Structure

The PPP Handbook firstly introduces in Section B as a primer the concept of PPP, its main
features, modalities, benefits and challenges to provide reference and context for the PPP
practitioners.

The core of the PPP Handbook is the procedural framework in terms of instructions which
builds on the legal context provided by the PPP Law and Decree 720.

The procedural framework is presented in Section C through step-by-step instructions and
outline processes from inception through implementation of PPP projects. For each step the
rationale is presented, its scope, the responsible public entity, its timing and a suggested
approach to deliver the task, reflecting as such the Why, What, Who, When and How.

In Section D, which will be presented separately, a range of tools is presented in terms of
templates, outlines, checklists and suggested methodologies to operationalise the procedural
framework and to further assist the PPP practitioners in delivering the different tasks.

5. SOURCE

To digitize and streamline the execution of the processes outlined in this Handbook, the MoEF,
in collaboration with the Sustainable Infrastructure Foundation (SIF), has integrated the
SOURCE platform into Uzbekistan's PPP landscape. The SOURCE platform supports the
comprehensive management of all PPP project processes, from inception to implementation,
in a digital, transparent, and efficient manner.

SOURCE is a multilateral, standardized platform developed by the SIF in collaboration with
multilateral development banks, designed to assist governments in preparing and managing
infrastructure projects. It provides a structured framework that ensures consistency and
alignment with international best practices, thereby enhancing project quality, bankability,
transparency, and sustainability. Backed by multilateral support, SOURCE is widely
recognized by international investors, raising awareness and attracting interest in PPP
projects, ultimately improving the prospects for securing financing and boosting investor
confidence.
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It is a legal requirement to register PPP projects valued at over 10 million USD and make
related information available on the SOURCE platform, as stipulated in Provision 7 of Decree
720.
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Since 2017, the Government of Uzbekistan (GoU) has been implementing a comprehensive
set of reforms aimed at elevating the country to upper middle-income status by 2030 and
enhancing the overall prosperity of its citizens. These reforms focus on liberalizing the
economy, attracting foreign investment, and diversifying the country’s economic base beyond
its traditional reliance on natural resources. In parallel, the GoU is pursuing measures to
improve the efficiency of public sector investments and service delivery across various
sectors, with a strong emphasis on increasing private sector involvement. The expansion of
private sector participation is viewed as a cornerstone of the government's policy agenda,
driving economic growth and fostering a more sustainable and inclusive economic future for
Uzbekistan.

To accelerate much needed investments for the country’s old and deteriorated infrastructure
and improve the quality of corresponding public services the government’s reform agenda as
stipulated in its Strategy of Actions for Further Development of Uzbekistan (2017-2021),
renewed under the government’s “Development Strategy of New Uzbekistan for 2022—-2026",
and continuing under the Uzbekistan 2030 Strategy, government has introduced and
prioritised the concept of Public Private Partnerships (PPP).

The regulatory context for PPP was conceived with a presidential decree in 2018 and the PPP
Development Agency under the Ministry of Finance at the time was established and became
operational from January 2019 to further promote and coordinate the implementation of PPP.
A PPP Law enacting the PPP framework was adopted in May 2019 and subsequently updated
in January 2021. In April 2020, the Cabinet of Ministers adopted Resolution No. 259 "On
Improving the Procedure for Implementing PPP Projects". This resolution remained in effect
until October 31, 2024, when it was repealed and replaced by Resolution No. 720. The PPP
Development Agency was dissolved in 2022 and its responsibilities have been transferred to
the Ministry of Economy and Finance (MoEF), which established the PPP Development
Department (PPPDD) to carry out necessary activities and functions.

1. What is PPP?

PPPs are increasingly being used by governments and public sector authorities throughout
the world as a way of increasing access to infrastructure services for their citizens and
economies at a relatively reduced cost.

Through the involvement of the private sector, the amounts invested in infrastructure can
increase as use is made of new sources of finance (private sector financing) achieving a larger
portfolio of projects than would be undertaken by the government alone. The government is
also able to transfer risks to the private sector (e.g. benefits from on budget and on time
performance) and gain overall improvements in efficiency through the benefits of private
sector management, experience and innovation.

PPP projects often involve the private sector arranging and providing finance. This frees the
public sector in the short-term from the need to meet financing requirements from its own
revenues (taxes) or through borrowing. This is an advantage where the public sector is facing
limits on how much capital it can raise in the short term, as in Uzbekistan. By deferring
payments over the life of a project, PPPs can enable more pressing investment in
infrastructure and increased access to infrastructure services.

14



A PPP typically has the following characteristics:

* Long-term engagement of a private partner by the government to deliver and or
manage public infrastructure in accordance with government specifications that are
set following thorough preparation with due care for private sector interests;

= The private sector is responsible for designing, constructing and/or operating the
project and takes on a substantial portion of the associated project risks in relation to
finance, construction and operation under the assumption that they are better able to
manage these risks;

» During the operational life of the project, the public sector’s role is to monitor the
performance of the private partner and enforce the terms of the contract;

» The private sector’s costs may be recovered in whole or in part from charges related
to the use of the services provided by the project, or may be recovered through
payments from the public sector based on extent of compliance with performance
standards set out in the contract;

= Often the private sector will finance upfront the majority of the project’s capital costs,
although this is not always the case.

It will often be necessary to build, rehabilitate, or add to existing assets in order to meet the
infrastructure needs of the economy and users. However, an important part of the
infrastructure PPP concept is that a PPP is focused on outputs, and the outputs of the PPP
are infrastructure services, not infrastructure assets.

The reason for the focus on outputs and services rather than assets is to encourage efficient
use of public resources and improved infrastructure quality. The private partner is not
constrained by input specifications and can design the project to achieve for example the best
whole-of-life costs benefits.

A PPP brings the public and private sectors together as partners in a contractual agreement,
for a pre-defined period (e.g., 10-30 years) not exceeding the life of the infrastructure assets
used to provide the services. The private partners provide specified infrastructure services
and, in return, the public sector either pays for those services or grants the private partner the
right to generate revenue from the project. For example, the private partner may be allowed
to charge user fees or receive revenue from other aspects of the project or receive periodic
payments from the public partner for uninterrupted delivery of the outputs.

As such, PPPs are different from:

¢ Privatization, which refers to an indefinite transfer of the legal ownership of a public
asset to a private entity, typically through an auction and where standards for service
delivery apply through regulations rather than contracts.

e Outsourcing, which refers to a contractual arrangement with a private entity to deliver
a predefined service with corresponding key performance indicators. The main
differences with a PPP include:

o Scale and Complexity: PPPs are broader and more complex than outsourcing
arrangements. Outsourcing involves delegating non-core functions or
operational tasks to a private entity with the primary goal of improving
efficiency, reducing operational costs, and allowing the public sector to focus
on its core responsibilities. In contrast, PPPs are marked by a more strategic
and long-term collaboration, where both the public and private sectors share
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responsibilities for the development, financing, operation, and maintenance of
critical infrastructure to deliver essential public services.

o Investment and Financing: PPPs typically involve private investment,
whereas outsourcing relies on public funding for operational costs.

o Risk Management: PPPs often transfer significant risks (financial, operational)
to the private sector, whereas outsourcing primarily focuses on operational
efficiencies.

e Subsidies, which refers to financial support schemes (including also the concept of
vouchers) provided by government to private entities for specific purposes. The main
differences with a PPP include:

o Scope: Subsidies are financial instruments aimed at reducing costs or
promoting specific actions, while PPPs are partnerships aimed at delivering
infrastructure or services.

o Direct Beneficiary: Subsidies typically benefit individuals or industries,
whereas PPPs are focused on creating public assets or services for broader
societal benefit.

o Financial Structure: Subsidies involve direct government expenditure,
whereas PPPs typically involve shared investment, often leveraging private
financing.

o Risk Management: In subsidies, the government shoulders most of the risk.
In PPPs, risks are shared, with private entities assuming operational and
financial responsibilities.

2. Legal Definition of PPP

The government of Uzbekistan adopted the PPP Law in 2019. The PPP Law provides for the
following definition of PPP:

¢ Public Partner is defined as public authorities, local executive authorities, as well as
other state bodies (organizations) authorized by the Cabinet of Ministers of the
Republic of Uzbekistan or their association acting on behalf of the Republic of
Uzbekistan;

¢ Private Partner is defined as an individual entrepreneur, a legal entity or consortia
registered under the law of the Republic of Uzbekistan or a foreign country, with which
the public partner has concluded a public-private partnership agreement.

o PPP Project is defined as a set of activities implemented on the basis of involvement
of private investments and/or introduction of advanced management practices aimed
at solving economic, social and infrastructure tasks.

The Private Partner is generally compensated via two forms, or a hybrid of the two:

o Payment for the public-private partnership object availability (government
payment), defined as payments of a public partner to a private partner, made in
accordance with a PPP Agreement during the period of use (operation) and/or
maintenance of a public-private partnership object to ensure its availability; or
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e User charges, defined as payments collected by a Private Partner from consumers of
goods or users of works/services in accordance with a PPP agreement under the
framework of a PPP project

Careful and appropriate risk allocation between the public and private partners is also critical
focus of PPP design. If private partners do not bear the risks that are under their control, their
incentives for efficiency will be weakened and PPP benefits may be reduced.

3. PPP Modalities

PPP projects involve various combinations of the following components which can be
attributed to the private party:

o esign

o uild (Construction)/Rehabilitation

° inance
. aintain
. perate

e Transfer asset back to public authority

Depending on the public service delivery needs, different combinations of the components will
be packaged together to establish different PPP modes and variants of them and they will be
appropriate to different types of projects. This will depend particularly on the nature of the
service or output required, which in turn depends on the sector and sub-sector, and the
political and economic climate in which the PPP will be carried out.

The key aspects that define the PPP model are:

¢ Does the PPP involve building new assets to provide the service (capital expenditure
project), or are the required services for operations and management only?

¢ Which roles will the private sector carry out? For example, who will provide finance?
Who will design and construct?

¢ Who will have ownership of the assets during the PPP and when the PPP ends?
¢ How are the various project risks allocated between the private and public partners?

o What will be the major revenue source for the project? For example, will it be from
charges to users (e.g., ticket sales, direct tolls, user charges, etc.), or payment from
Government (e.g., availability payment, annuity, subsidy, etc.)?

The most common modes of PPP are:

1. User Charge based Infrastructure PPP: A contractual arrangement between the
government and a Private Partner for a given period of time whereby the private entity
is responsible for the construction, expansion, rehabilitation, or upgradation of an
infrastructure facility and the provision of corresponding public service. The private
entity is authorized to levy user charges to recover its costs. If these user charges
which are typically based on tariffs set by government, are not sufficient, government
may provide subsidy payments to meet the gap in financial viability of the project
(commonly referred to as Viability Gap Payments).
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Example
A contract between a governmental agency and a private entity to design, build,

finance, maintain and operate for a period of 30 years a new road where the private
entity has the contractual right to charge the users for the use of the road at
contractually agreed upon toll rates including the formulas and proceedings for periodic
escalation of these rates.

Government Payment based Infrastructure PPP: A contractual arrangement
between the government and a Private Partner for a given period of time whereby the
private entity is responsible for the construction, expansion, rehabilitation, or
upgradation of an infrastructure facility and the provision of corresponding public
service. To recover its costs the private entity receives a periodic fee (also referred to
as Availability Payment) from the government based on predefined performance
criteria.

Example
A contract between a governmental agency and a private entity to design, build,

finance, maintain and operate for a period of 20 years a school where the private entity
is reimbursed by the government agency during operations based on the extent of
compliance with contractually agreed performance standards

Government Payment based Service PPP (Management Contract): A contractual
arrangement between the government and a private entity for a given period of time
whereby the private entity is responsible for the operations and maintenance of an
infrastructure facility and the provision of corresponding public service. To recover its
costs the private entity is receives a periodic fee from the government based on
predefined performance criteria.

Example
A contract between a governmental agency and a private entity to maintain and

operate for a period of 10 years a road network where the private entity is reimbursed
by the government agency based on the extent of compliance with contractually
agreed performance standards (also known as a Performance Based Maintenance
Contract)

User Charge based Service PPP (Operations Contract): A contractual
arrangement between the government and a Private Partner for a given period of time
whereby the private entity is responsible for the operations and maintenance of an
infrastructure facility and the provision of corresponding public service. The private
entity is authorized to levy user charges to recover its costs.

Example
A contract between a governmental agency and a private entity to manage for a period

of 20 years an existing airport where the private entity has the contractual right to
charge the users (e.g., airline companies or retailers) for the use of the airport and
rates subject to proceedings to avoid excessive returns from the monopolistic powers.
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Government Pays
Infrastructure PPP

Yes User Pays Infrastructure PPP

Capital
Expenditures?

User Pays Service PPP

Operations Contract Management Contract

Yes [\[o)

User Charges?

There are some further structures possible for the government to engage the private sector
that are slight modifications from these main modes of PPP. The specific structure for a PPP
should result from a careful consideration upon preparation of the most appropriate allocation
of responsibilities and risks balancing value for money, bankability and fiscal affordability.

Nomenclature? |Description

BOT Build Operate Transfer, also known as Design Build Finance Maintain
Operate (DBFMO)

RTO Rehabilitate Transfer Operate and essentially similar to a BOT/DBFMO
though involving a rehabilitation rather than a greenfield construction

BOOT Build Own Operate Transfer, similar to a BOT albeit with legal ownership
also transferred to the private sector for a period of time.

BOO Build Own Operate, similar to BOT albeit for an indefinite period of time.
Because of the transfer of legal ownership and the indefinite period of time
the BOO arrangement might resemble a privatization scheme and not all
typical provisions of a PPP might apply (e.g. hand-back provisions) though
contrary to privatisation the private entity is regulated through a contract
and not through regulations

BTO Build Transfer Operate means a contract to build a facility and after the
completion of the constructed facility, the Private Partner shall transfer the
legal ownership to the government and has the right to commercially
operate such facility for a fixed term

21t is to be noted that as per APMG’s PPP Certification Guide, commonly recognized as the standard
for PPP practitioners as endorsed by World Bank, ADB, EBRD, IADB and IsDB, the use of abbreviations
that identify the range of functions performed by the private sector, such as DBOM, DBFOM and O&M,
is preferred over the “family of abbreviations” surrounding the “Own” and “Transfer” such as “BOOT”
and “BTL”, as these are used inconsistently in different jurisdictions, and even in different sectors in the
same jurisdiction.
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Affermage

Lease

Joint Venture/
Institutional
PPP

Essentially a variant of a service PPP, under which the Private Partner is
responsible for operating and maintaining the utility but not for financing
the investment. The Private Partner retains the operator fee out of the
receipts and pays to the awarding authority an additional surcharge from
customers to go towards investments that the awarding authority makes/
has made in the infrastructure.

Similar to an Affermage, though in a lease the payment to the authority
tends to be fixed irrespective of the level of tariff collection that is achieved
and so the Private Partner takes a risk on bill collection and on receipts
covering its operating costs.

Refers to the ownership of the Project Company involving also an equity
share from government. Can be applied to any type of PPP arrangement
and qualifies only as a PPP if the Private partner has a majority ownership
and or control of the Project Company.

4. PPP Structure

In general, a special purpose Vehicle (SPV) or project company will be established for the
purpose of fulfilling the contractual arrangement. The Uzbek legislation defines the SPV or
project company as the Private Partner according to the PPP Law. As a measure to mitigate
project related risks, SPCs will normally subcontract its main responsibilities related to
construction and operations to third parties. The SPV is owned by investors who are its
shareholders that invest equity capital. Besides equity from shareholders, the SPV receives
funding largely from banks. Usually, banks provide most of the funding sometimes up to 60-
80% of the required funding.

Investors

Banks

Contracting o In case of concessions

) where the demand risk is
Authority transferred to the private
sector

e In case of PPP contracts
where the demand risk is
retained by o the public
sector

Paying a fee for
the service
provided

right to deliver public
infrastructure and or public
services

Tendering and awarding the e

Providing
funds for PPP Company

investments (or Special 0

Purpose

Vehicle) Paying a fee for the
service provided

Designing and constructing the
infrastructure asset (in case of new Maintaining and operating

infrastructure) the infrastructure asset

Service

Contractor T

20



5. PPP Benefits

Well-structured PPPs, where the private partner can determine how a service can best be
provided, where risks are well allocated, and where the project is awarded through competitive
procurement, can offer better value-for-money than traditional delivery by government. Some
of the main benefits private partners can bring are:

e Construction of projects on time and on budget

o Efficient and effective management of the entire project
o Development of innovative ways of delivering services
o Better use of appropriate technologies

o Lifecycle optimization (better relationship between design and construction, and
operation and maintenance over time)

o Better exploitation of direct and secondary project assets
e Private financing and the associated due diligence
o Better delivery capacity

PPPs are commonly pursued to accelerate infrastructure development and bringing forward
related socio-economic benefits by tapping private financing resources and to increase value
for money through private sector efficiencies in the delivery of public services.

By involving a private company, the project can often be delivered in a more efficient and cost-
effective manner than by the government or a State-Owned Enterprise on their own. This is
because if the PPP is well-structured, the private company may find more innovative ways of
delivering it, and have strong financial incentives to do the maintenance and operations better
and more efficiently. Involving a private partner can also make financing available where public
funds are limited.

Although the government can almost always borrow money at better rates (more cheaply)
than private companies, private companies can almost always design, operate and maintain
infrastructure and services better than the government®. In well-structured PPPs the additional
benefits that private companies bring usually outweigh the cheaper costs of public financing.
This has been demonstrated by ample empirical research comparing the delivery of projects
and costs of corresponding services under a PPP with conventional delivery schemes. And
although this data represents developed and matured economies, it can be assumed that such
potential benefits also apply to emerging markets, such as Uzbekistan, where infrastructure
delivery is also subject to substantial delays and cost overruns, and where life cycle cost
optimization is not inherently embedded in the project preparation and delivery schemes.

3 Governments can often borrow more cheaply because their ability to repay is enhanced by their
ability to raise taxation revenues from businesses and citizens
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PPPs more on time ... and more within budget ... and lower costs
Extend of delays per contract type Value of cost overruns per contract type Lower Life Cycle Costs for PPPs

33%

Australia

Canada

3%
1%

Allen Consuting's Robert Bain's meta-  University of
-3% review of 21 PPPs  analysis on 14 Maryland's
Allen Consuling'sreview  University of Maryland's and 33 Tradttional ~ studiesoncost  benchmark studyon
of 21 PPPs and 33 benchmark study on 25 projects in Australia  overruns (2010) 25US Netherlands
Traditional projectsin  US Transportation PPP (2007) Transportation PPP
Australia (2007) projects (20 14) projects (20 14)

Sources: Allen Consulting (2007), Robert Bain (2010), University of Maryland (2014), Ministry of Finance Netherlands (2016), intervistas (2013), KDI(2011),

6. PPP Drawbacks

The use of PPP also brings some risks and disadvantages compared to a traditional
procurement approach, most notably:

. Perceived high financing costs: the use of private finance is often perceived as more
costly than public borrowings. This comparison is not quite fair as normally the benchmark
cost of public borrowings does not include a risk premium based on the project’s risk
profile.

. Reduced public sector flexibility: the long-term nature of contracts and related securities
for capital providers implies that contracts are relatively rigid. Changes need to be carefully
managed in view of their financial consequences. In traditional procurement the public
sector has more flexibility to respond to future developments (e.g., changes in policy,
legislation, technology, demographics, economics).

. Higher transaction costs: preparing and tendering PPP transactions normally takes
more time and requires more resources than traditional procurement, primarily due to the
need:

o to engage a range of expert advisers for the period of project preparation and
procurement (circa two to three years) and ongoing expert advice to assist in the
government’s management of the contract over its operational life (up to 25 years
or more), which tends to be more demanding than for traditional projects
particularly given the financial and legal complexities of structuring long term
contractual arrangements;

o for Tender Documents to

— commonly, consider both the upfront design and construction of an
infrastructure facility, together with the ongoing operation of the facility to
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provide services, and maintenance and refurbishment of the facility over
time;

— consider the mechanics of dealing with potential change events (e.g. a
growth in demand for services, escalation of costs) that are likely over the
duration of a long-term contract; and

— inrelevant PPPs, also incorporate private finance and the security and risk
mitigation measures required by the Private Sector Partner's debt
financiers to make the project “bankable”; and

o to establish and resource a Contract Management Team over the life of the
contract, which is typically more cumbersome than for traditional delivery schemes
because of the need for monitoring compliance with performance requirements.

7. PPP Conditions

To ensure that the benefits of PPP outweigh its drawbacks it is of the utmost importance that
only suitable projects are procured as PPPs and that these are appropriately prepared,
competitively tendered and effectively managed. Suitable projects typically have a range of
characteristics as described in the table below

A defining characteristic of a PPP arrangement is the ability to
allocate project responsibility and risk to the party best positioned
to manage it. Achieving value for money on a PPP project requires
a well-managed scope to allocate appropriate risks to the private
sector with the aim of optimizing risk allocation in the partnership.

Improved efficiencies can be realized where a project can allow for
the full integration of planning, design, construction and ongoing
service delivery (including operational, lifecycle maintenance and
refurbishment) to be the responsibility of a single party.

PPP arrangements tend to be more suitable for projects where
Government is willing to contract to the private sector for the long
term (generally between 3 and 49 years*). This enables the
benefits of efficient risk transfer and a whole-of-life cost approach
to be delivered.

Projects where the output requirements are clearly understood by
the Government and can be readily measured are likely to be
viable under a PPP model as these measurable outputs can be
translated into performance contracts. This also allows for

4 The PPP Law allows for contract terms between 3 and 49 years. In practice most PPP arrangements
will be somewhere between 10 and 30 years depending on the risk of technical obsolescence and future
demand and the need to optimize the life cycle costs.
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payment mechanisms to be structured on the basis of these
outputs and the alignment of financial incentives to key
performance indicators.

Larger projects tend to be sufficiently complex and often require
more innovative approaches to achieve value for money (in terms
of asset and service design, technology and/or delivery).

The project needs to be bankable and create certainty and a
genuine commercial opportunity to attract an appropriate number
of private sector parties and allow for effective and competitive
tender process.

The private sector may favor additional commercial opportunities
(e.g. retail) as a result of the project that could allow them to realize
revenue streams earlier in the project. For example, certain
sectors like airports can offer additional commercial opportunities
like duty-free stores, where the private party can sell additional
services and goods to end users. However, additional commercial
development, which may be non-core, can add to the complexity
of the PPP arrangement.

A PPP arrangement can be an effective delivery model where the
Government is required to provide a service or capability that
depends on a number of separate contracts. PPPs can combine
related services and an asset into a single long-term contract. This
can add to complexity, particularly as an increased number of
client stakeholders may be involved.
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SECTION C: PROCESS

Flow Chart
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Ref Stage Step
1 . — Preparation of Project Brief
2 Project Definition Revri)ew and appro{/al of Project Brief
3 Hiring of Transaction Advisors
4 Project Initiation Preparation of Project Concept
5 and Appraisal Preparation of Project Evaluation Document (PED)
6 Conduct Public Consultations on the Project
7 Review and approval of PC/PED
8 Finalize Project Preparation and Structuring
9 Preparation of Tender Documents
10 Review and approval of Tender Documents
Tender
11 Preparation Establish Tender Commission
12 Review and Approval of Establishment and Composition of
Tender Committee
13 Launch the PPP Tender
14 Evaluate Qualifications
15 Facilitate Bid Preperation
16 Selection of Winning and Reserve Bidder
17 Tendering Negotiate PPP Agreement
18 Review and approval of PPP Agreement
19 Registration of the concluded PPP Agreement along with PC and
PED
20 Financial close
21 Establish Contract Management Framework
22 Monitor Performance
23 | Implementation | Agree Contract Variations if necessary
24 Review and Approve Contract Variations
25 Finish and Evaluate PPP Agreement

The execution of these processes within the SOURCE platform begins with the creation of a
new project by the PPPDD on the SOURCE. The Public Partner is required to complete the
'Application Form for Initiating a PPP Project on the SOURCE Online Platform' and submit a
request to the MoEF to create the potential PPP project on the SOURCE platform. This
request also includes granting access to project team members, consultants, advisors, and
other relevant stakeholders, allowing them to upload, amend, update, review, and monitor
project information. Upon receipt of the request, the PPPDD will provide login details for
accessing the SOURCE platform to all project team members.

A detailed user manual for the SOURCE platform, including the template for the 'Application
Form for Initiating a PPP Project on the SOURCE Online Platform,' is provided separately.

26




PROJECT DEFINITION

Step 1: Identify prospective PPP and prepare Project Brief

WHY

WHAT

The development of a PPP requires significant resources from the government. To
ensure that these resources are spent efficiently and effectively, it is important that
PPP initiatives are likely to be successful in terms of delivering value for money.
For this purpose, any initiative for a prospective PPP needs to reflect that the
proposed project meets a public service need, is in line with government’s priorities
and is suitable for PPP.

The objective of this step is to prepare the necessary information to enable the
assessment of a prospective initiative as necessary to meet a public service
requirement, it is sensible and likely to be successful as a PPP and that it is
worthwhile to spend resources on its further development.

It is a legal requirement to conduct the preliminary project assessment as set out
Provision 3 of the Decree 720.

Specific guidance for project identification, screening and prioritization is separately
provided.

To ensure that an initiative to develop a PPP meets public service delivery needs,
makes sense and that it is worthwhile to spend resources on and its further
development requires a document to be prepared that outlines the main project
features and its suitability for delivery through PPP. This document is referred to as
a Project Brief.

The Project Brief is to include the following information:

1. Project Information: The basic information on the project, the scope of
services, and its location.

2. Administrative Information: Information about the Public Partner, any
other responsible entity, government official and Private Initiator.

3. Strategic Case: Tentative Information to provisionally indicate the strategic
need and public importance of the project.

4. Socio-Economic Case: Tentative Information to provisionally indicate that
the project can be expected to deliver social benefits and/or have a positive
impact on the economy in a sustainable manner.

5. PPP Case: Information on the rationale and assumed benefits of using PPP
as the proposed manner for implementing the project.

6. Institutional Readiness: Information to indicate the required resources and
timelines for the next phases of the project life cycle up to project
implementation.

A template and guidance notes for a Project Brief is provided separately.

To enable a swift transition to the next phase of project preparation, it is encouraged
to add to the Project Brief the Terms of Refence for Advisory Services for a
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PCN/Feasibility Study/PED, a corresponding budget estimate and recommended
source of funding for further project preparation.

It is the responsibility of the concerned Public Partner acting as Public Initiator to
prepare the Project Brief. The Public Initiator is strongly encouraged to coordinate
with PPPDD and seek their guidance in completion of the Project Brief.

A PPP project can also be proposed by a Private Initiator as an Unsolicited
Proposal. If so, the concerned Public Partner is to endorse the initiative and to
prepare a Project Brief accordingly based on the information provided by the Private
Initiator.

At any time.

The most appropriate entry route for identifying a prospective PPP are the strategic
priorities of the Public Partner as stipulated in national, sectoral and or regional
development plans. This does not refer to the investment programs as outlined in
for example the government’s Annual Speech and or governmental decrees as
these are essentially the result of the identification phase when initiatives have been
considered to be sensible and potentially suitable for PPP delivery

Project initiatives can also arise ad-hoc based on new insights or new problems,
though it is encouraged that such ad-hoc initiatives are aligned with the
development priorities or at least presented in relation to the development priorities
in order to assess any misalignment or conflicting objectives.

The preparation of a Project Brief is to be done in principle by staff of the Public
Partner. The information to be provided can be based on (i) previous or related
studies including demand analysis, project scoping options, and so on, (ii) data
already available within the Public Partner from prior projects including unit rates
for cost estimates, (iii) data from reference projects in Uzbekistan or abroad i.e.
projects that are at least to some extent comparable with the project at hand
including possible PPP modalities and involved private partners, and (iv) data from
relevant development plans if available including needs analysis and strategic
priorities.

It is recognized that this may be challenging in view of the possible limited expertise
with PPP within the Public Partner. Support from PPPDD may be sought for any
queries on PPP or if available technical assistance from development partners. It is
furthermore encouraged that the Public Partner has in place PPP Units that have
been trained at least in the fundamentals of PPP.

The general principle is that external advisors are to be retained only if and when
the project initiative makes sense and when PPP appears to be suitable. Otherwise,
resources may be spent unnecessarily on identifying PPP projects that are not
considered sensible from a strategic or economic perspective or are not suitable for
PPP.

However, it is possible to request PPPDD to hire external advisors to support a
Public Partner with the preparation of a Project Brief with a preliminary assessment
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study (also referred to as Phase Zero Study). It will up to the discretion of PPPDD
based on its intake of the project idea to decide whether it is worthwhile to pursue.

Climate Resilience

Infrastructure needs to be resilient to climate impacts (resilience of infrastructure) and to help build
the resilience of the communities it services (resilience through infrastructure). The project
identification phase is the critical point in which the public partner can prioritise projects that build
resilience through infrastructure. The public partner should already understand the key climate
hazards relevant to the project by conducting a high-level climate risk screening.

The public partner can proactively mainstream climate resilience into infrastructure planning by

identifying and prioritising projects that relate to their climate commitments (e.g. Paris Agreement,
Nationally Determined Contributions or National Adaptation Plans). The public partner needs to
better understand and communicate current and future climate risks, including through data collection
and monitoring, modelling climate impacts to identify costs and benefits, and integrating climate risks
into design and resilience options. This will facilitate the mobilization of private capital and incentivize
better investment in climate resilience. It is also necessary for the public partner to proactive invest
in adaptation, mainstream climate-resilient standards, and integrate participatory process.
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PROJECT DEFINITION

Step 2: Review and approve Project Brief

WHY

WHAT

To confirm by the duly authorised representatives that the project initiative as
proposed by the Public Partner in the Project Brief makes sense and is suitable for
PPP.

This review is relevant because within a Public Partner, officials may be intrinsically
motivated to pursue a PPP project to achieve its development objectives and may
be subject to optimism bias overlooking possible constraints, impediments or
conflicting priorities in its proposal.

To ensure the robustness of the project initiative and enhance the likelihood of
successful development and implementation it is good practice to have reviews in
place for the key stages of the project development cycle. Essentially a checkpoint
that is reached at the end of each phase of the lifecycle that culminates in a go-no
go decision for progressing to the next phase.

Specific guidance for project identification, screening and prioritization have been
elaborated upon in a separate instruction from PPPDD.

To confirm that the project initiative as proposed by the Public Partner indeed
makes sense and is suitable for PPP, the information provided as per the Project
Brief as well as the allocation of resources for the for the further development have
to be vetted by the authorised representatives. This implies that the authorised
representative will provide the following confirmations:

1. Project Information: Confirmation that there is clarity on the scope of services
that will be delivered by the project, the beneficial users of the service and the
location of the project

2. Administrative Information: Confirmation that the proposed project falls within
the responsibilities of the Public Partner and there is no overlap or duplication
in the scope of the proposed project with any other initiative taken up or on going
within government.

3. Strategic Relevance: Tentative confirmation that the proposed project
contributes to the strategic development objectives and or addresses a critical
need

4. Socio-Economic Merits: Tentative indication that the social and/or economic
benefits is likely to outweigh the costs over the life of the project

5. PPP Suitability: Tentative indication that the proposed PPP arrangement is
likely to deliver value for money, is attractive for the market and fiscally
affordable.

6. Institutional Readiness: Provisional confirmation of the Public Initiator’s
capacity to manage the development and implementation of the project as a
PPP
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WHO

WHEN

HOW

A template checklist and scoring methodology for review of the Project Brief is
provided separately.

How this is to be organised within a concerned Public Partner is subject to the
internal quality review mechanisms adopted by the Public Partner and is essentially
to be based on the four eyes review mechanism i.e.:

e The initial work is completed by one person.

¢ Another person reviews, verifies, and either approves or suggests changes.

o If the second reviewer finds issues, the work is corrected before final
approval.

Moreover, the approved Project Brief will confirm that the Public Partner is willing
and able to allocate the necessary resources and can be considered as such a
priority for the Public Partner.

Ministry (at Deputy Minister level or higher).

Albeit not a formal requirement as per decree 720, it is strongly encouraged to seek
advice from PPPDD to confirm the suitability of the initiative for PPP to avoid
unnecessary spending on preparing a project that will not likely be successful as a
PPP. Also, note that it is not uncommon that the decision to accept a PPP initiative
and proceed with its further development is formalised through a Presidential
Decree or a Cabinet Decree

After completion of the draft Project Brief and before submission to the PPPDD for
registration and coordination purposes.

The Project Brief should demonstrate that it has been subjected to an internal
review mechanism by including the concerned checklist and should be signed off
by the (deputy) Minister or their equivalent to confirm this.

Furthermore, the Project Brief should include a Project Management Plan indicating
how the Public Partner wants to further develop the initiative and by signing the
Project Brief, the (deputy) Minister confirms the willingness and capacity to allocate
the corresponding resources (at least the required staffing and to the extent
applicable an appropriate budget), and this the Public Partner’s confidence in the
sensibility of the project and its suitability for PPP.

As with any project, it is good practice to develop a project management plan at this stage,
based on established project management principles.

A Project Management Plan (PMP) for the preparation phase of a Public-Private
Partnership (PPP) project serves as a comprehensive guide to organizing and executing
the necessary tasks, allocating resources, and maintaining timelines. The PMP ensures the
project is properly developed, risks are managed, and the foundation is laid for a successful
procurement process.

Key Components of a PMP for the Preparation Phase of a PPP Project:
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. Project Objectives and Scope
e Purpose: Clearly define the goals of the PPP project, including public service
improvements, infrastructure development, or other outcomes.
e Scope: Outline the boundaries of the project, the services or infrastructure to be
delivered, and the responsibilities of public and private entities.
. Governance and Management Structure
Project Team: Identify the key personnel, including government representatives,
financial advisors, legal experts, and technical consultants.
Decision-Making Process: Establish mechanisms for approvals, conflict
resolution, and reporting.
Stakeholder Engagement: Detail how stakeholders, including public authorities,
private investors, and the community, will be engaged.
. Work Breakdown Structure (WBS)
o Define major tasks and subtasks required to prepare the PPP project.
o Key milestones might include:
o Preliminary project concept development.
o Feasibility studies (technical, financial, social, and environmental).
o Risk assessments and allocation frameworks.
o Drafting of tender documents.
. Resource Allocation
e Identify required resources, including technical expertise, legal advisory, and
financial consultancy.
e Budget for the preparation phase, including costs for studies, consultations, and
documentation.
. Risk Management Plan
Risk Identification: List potential risks, such as financial viability, legal disputes,
and community opposition.
Mitigation Strategies: Outline steps to reduce, share, or transfer risks, including
contingency planning.
Risk Ownership: Assign responsibility for managing each risk.
. Timeline and Scheduling
o Create a detailed timeline using tools like Gantt charts to map activities, milestones,
and deadlines.
e Set realistic timeframes for critical activities such as stakeholder consultations,
market sounding, and tender preparation.
o Bidder pre-qualification processes.
. Quality Assurance and Monitoring
o Define quality standards for project outputs (e.g., feasibility studies, tender
documents).
o Establish monitoring and review mechanisms to ensure compliance with agreed
standards.
. Communication Plan
o Develop a strategy for internal and external communication.
e Include protocols for reporting progress to decision-makers and updates to
stakeholders.
. Sustainability and Environmental Considerations
e Ensure alignment with sustainability objectives.




Address environmental and social impact assessments as part of the preparation
phase.

Tools and Techniques for Implementation:

Project Management Software: Tools like MS Project, Primavera, or Asana for
task tracking and collaboration.

Risk Assessment Frameworks: Use matrices to analyze probability and impact of
risks.

Stakeholder Analysis Tools: Frameworks like RACI (Responsible, Accountable,
Consulted, Informed) to define roles.

Benefits of a PMP in PPP Preparation:

1

2.
3.
4.

Clarity: Ensures all stakeholders understand roles, responsibilities, and objectives.
Efficiency: Streamlines activities, reduces delays, and optimizes resource use.
Risk Mitigation: Proactively identifies and addresses potential issues.
Transparency: Builds trust among stakeholders by maintaining an open and
structured process.

By having a robust PMP, the preparation phase of a PPP project becomes a structured,
efficient, and transparent process, significantly increasing the likelihood of a successful
procurement and long-term project performance.
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PROJECT INITIATION AND APPRAISAL

Step 3: Hire Transaction Advisors

WHY

WHAT

Infrastructure projects are often complex, requiring multidisciplinary inputs. In the
context of PPP, all matters associated with the development, construction,
financing and operations of a project must be addressed in their entirety up front,
prior to contract signature and well in advance of start of construction. This
requires the coordination of engineering, financial, commercial, legal, safeguards,
insurance, and other specialist disciplines in order to assure all aspects of the
project are duly covered upon preparation and ultimately captured in the context
of project documentation — whether in bids or resulting contracts. All of these
aspects must be assessed, designed, coordinated, balanced, to ensure that they
fit together to make a single whole.

To do so properly requires a team of experts (advisory team) to be engaged to
support the Public Partner from the initial stage of the detailed project
development (project initiation stage) through to financial close. Rarely do all of
these disciplines exist within a Public Partner and, at times, the full scope of
appropriately experienced experts does not exist within the entirety of
government. Judicious use of external professional advisors and consultants is,
thus, warranted, and represents a good use of money. These professionals draw
upon their body of experience to efficiently address matters that might not be
recognized by a lay person. They can also help the government understand the
trade-offs inherent in a project’s design or the provisions offered in a contract,
helping to optimise the terms and conditions for the Public Partner. An external
expert can also provide an independent external perspective and be queried and
challenged in a way that perhaps government staff cannot.

The objective of hiring advisors is therefore to:

(i) deliver an objective Project Concept/ Project Evaluation Document
including (pre) Feasibility Study;

(i) further structure the PPP project;
(iii) draft the Tender Documents,

(iv) support in the tender proceedings and contract negotiations up to
Commercial Close (signing of PPP Agreement);

(v) support the public partner post commercial close in timely delivery of public
obligations for effectiveness of PPP Agreement and support public partner
and other government stakeholders as the private partner reaches the
Financial Close.

It is a legal requirement to hire transaction advisors for projects with a total value
of $10 million or more in order to proceed with project development as set out in
the Provision 5 of the Regulation 720.

Advisory services are typically engaged for the full duration of the project
development process. However, technical advisors may also be hired only for
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specific phases of the project process to ensure an objective assessment of the
project’s viability not impacted by the prospect of follow-up activities or to review
specific issues prior to committing to a more extensive and longer-term
engagement. Though this will extend the timelines as transaction advisors would
then have to be separately hired for the subsequent phase. The scope of work for
advisors (and consequently the required expertise) will differ for the respective
phases and is tentatively outlined below.

Appraisal and Preparation (as to be reflected in the Project Concept and
Project Evaluation Document):

Detailing the scope of the contract, designing the technical requirements
and assessing costs

Designing a preliminary structure of the PPP

Developing the financial model

Assessing the technical feasibility

Assessing commercial feasibility

Market sounding

Confirming needs assessment

Confirming economic feasibility: refining the Cost-Benefit Analysis
Assessing fiscal feasibility (affordability)

Analysis of impact on government deficits and debt

Assessing environmental feasibility

Assessing social feasibility

Assessing legal feasibility

Value for Money assessment

Designing the procurement strategy.

Structuring and Drafting:

Confirming the contractual model and contract scope (if needed)
Finalizing due diligence and preparation

Legal due diligence and ensuring compliance with regulatory requirements
Further developing the project definition, technical requirements and
performance standards (and refining cost estimates)

Revisiting economic analysis (if needed)

Conducting assessment of environment and social safeguards and
alignment with national and, where applicable, international requirements
Developing and finalizing the contract structure: financial structure and
payment and performance deduction mechanism

Refining the contract structure: definitive risk structuring and allocation
Updating the financial model and potential confirmation or reassessment
of financial analysis matters.

Testing, Marketing and Communicating the Project

Defining and drafting other commercial terms and contract provisions
Defining qualification criteria, structuring and drafting the RFQ

Defining the proposal requirements and evaluation criteria, structuring and
drafting the RFP
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o Drafting the contract and packaging the bid documents (including where
applicable, the Land Lease Agreement, Government Support Agreement,
Direct Agreement)

Tendering and Award:

e Launching the Tender

e Handling bidder clarifications and other interactions with bidders

e Support tender commission with evaluation of qualification and proposals

e Support Public Partner with negotiations

e Updating the assessment of Value for Money and Fiscal Affordability
based on selected bid and negotiations

e Supporting the public partner with completion of conditions precedent

e Supporting MoEF and the public partner with finalising the direct
agreement and resolution of issues brough by lenders prior to financial
close.

A template Terms of Reference for Advisory Services is provided separately.

In principle the Public Partner though if necessary and appropriate PPPDD can
also either on their own or jointly with the Public Partner take responsibility for
engaging advisory services if the Public Partner lacks the skills or resources to
engage advisory services and/or if the Public Partner requests PPPDD to act so
on its behalf.

In principle the retainment of advisory services follows the approval of a Project
Brief which tentatively indicates the sensibility of the project and its suitability for
PPP warranting as such the suggested advisory services. It is up to the Public
Partner, in discussion with the PPPDD, to determine when and how it will retain
advisory services.

It is to be noted that the process of engaging advisory services can take 3 to 12
months depending on the availability of funding and the nature of procurement.

The engagement of advisory services firstly requires arranging the necessary
funding. The possible sources of funding include:

(i) budget appropriations of Public Partner,
(i) financial support from development partners

(iii) PPF (Project Preparation Facility) under the ICB (Institutional Capacity
Building) Project, and

(iv) the Uzbekistan Project Development Facility (UPDF)®° or any similar fund.

5 In cooperation with EBRD, the PPPD has established the UPDF to provide for a sustainable source
of funding and organized process for engaging advisory services for PPP project preparation
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The Public Partner shall liaise with the PPPDD to determine the optimum source
of funding.

Once the funding has been arranged, the advisory services can be procured.
Depending on the source of funds the relevant procurement provisions shall apply
for the appointment process. For funding through budget appropriations, the
Procurement Law applies, requiring announcements in a national newspaper;
however, platforms like the World Bank portal or Devex are recommended for
broader outreach. For funding via the Uzbekistan Project Development Facility or
development partners, EBRD procurement rules or the respective partner’s tender
procedures must be followed.

In typical circumstances a 2-stage competitive process is applied to retain the
most suitable advisor with the following steps:

1. Request for Qualifications. As with any tender process it is common practice
to firstly issue a request for qualifications (RFQ). This includes essentially the
publication of an advertisement with reference to the RFQ document further
stipulating the project and the proceedings and requirements for the required
advisory services.

At this stage, applicants' qualifications will be evaluated based on key technical
criteria, including: (i) the firm's relevant experience, (ii) the expertise and
experience of the proposed consultants, and (iii) the quality of the technical
proposal, particularly the approach and methodology, and their alignment with the
Terms of Reference, i.e. how likely will the Terms of Reference be met
successfully.

It may be possible to circumvent this step of conducting an RFQ for individual
projects by establishing a Panel of Advisors, as adopted by some other countries.
This is a list of Advisory Firms that are already pre-selected and engaged under a
Framework Contract based on their expertise and experience in the different
disciplines necessary for developing a PPP project and where agreements are
already made on the daily rates for the respective services or type of experts.

A similar approach is envisaged under the UPDF, where RFQs are expected to
be conducted periodically to establish a pool of advisory firms with diverse
expertise required for PPP project development. Framework contracts would then
be signed with these firms for potential projects to be developed through UPDF
resources. This eliminates the need for project-specific RFQs, as suitable advisory
firms would already be empanelled under the scheme. Then, within this pool, an
RFP process will be conducted to select advisory firms on a case-by-case basis
for individual projects as needed. However, UPDF retains the flexibility to carry
out traditional consultant procurement processes when no suitable firms are
available in the pool or when specific expertise, not represented in the existing
pool, is required.

2. Selection of Advisory Firm. Firms that meet the qualifications will be invited
to submit a proposal to deliver the Advisory Services in accordance with the
Terms of Reference as set by the Public Partner.

The criteria for selection will depend on the procurement systems used, however,
it is recommended to apply a Quality-Cost Based Selection mechanisms (QCBS)
whereby the selection is based on a weighted scoring of the Technical Proposal
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and the Financial Proposal, where typically the Technical Proposal accounts for
60-80% of the evaluation and the Financial Proposal 20-40%. This may imply that
it may be more appropriate to select a somewhat more expensive advisory firm if
the technical proposition is of higher quality. Cost of service should not be the
main differentiator.

Alternatively, a one-stage procurement can be applied implying that the bidders
will submit simultaneously three envelopes i.e. Statement of Qualifications,
Technical Proposal and Financial Proposal. These envelopes will be opened
successively to confirm compliance with the requirements. The next envelope will
only be opened if the requirements are met. This process is shorter, though the
uncertainty for interested parties will be higher as the number and names of
competitors are unknown, so it is questionable whether bidders will be inclined to
spend time and resources in preparing a proposal. It is therefore advised to apply
a two-stage procurement to maximise interest from the market.
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PROJECT INITIATION AND APPRAISAL

Step 4: Prepare Project Concept

WHY

WHAT

To formally initiate a PPP project, the Public Partner must prepare a Project
Concept Note (PCN). This PCN builds on the Project Brief with a more elaborate
and substantiated assessment of the project initiative in order to present the
necessary information to the approving authority (projects valued between $1
million and $10 million require endorsement by the MoEF, whereas those
exceeding $10 million additionally require approval from the Cabinet of Ministers)
for them to make an informed decision on the project relevance and attractiveness
and its PPP suitability.

It is a legal requirement to prepare PCN as set out in Provision 12 of the Decree
720.

Whereas the Project Brief is more a high-level, provisional and tentative reflection
on the project idea, the PCN is to provide a more elaborate and more substantiated
assessment of project initiative. The PCN shall be based on the information
contained in the Project Evaluation Document (PED), outlined in the subsequent
Step 5.

The PCN is to include the following information:

l. Project description: The basic information on the project, the activities to
be carried out by the Private Partner, the responsible entity and if applicable
the Private Initiator.

This can be largely similar to the information already provided for in the
Project Brief, but can also include additional details that has been developed
since the Project Brief was finalised.

Il Preliminary selection results: information about preliminary selection
results for the PPP project and the documentary evidence.

This essentially reflects the different options being considered for
implementation and the recommended provisional project scope and outline
PPP scheme following this analysis demonstrating that the Public Partner
has considered all possible options and its considerations underlying the
recommended model.

M. Financial-economic indicators of the PPP project: Information to
indicate the strategic and public importance of the project, to which extent
the project can be expected to have a positive impact on the economy in a
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sustainable manner®, any regulatory impediments to the Project, a more
detailed description of the project and to which extent the project will
generate revenues to recoup the costs. The Public Partner should also set
out, where available, official documentation referring to government
strategic plans or decisions relating the importance of delivery of the
proposed public services.

The Public Partner is also required to set out an indication of the risk
allocation for the project, and provide a description of issues (e.qg.
environment, social, land, support infrastructure) that could potentially
impede the delivery of the project.

This information is to confirm the project’s strategic relevance, its economic
merits and its suitability for PPP given the expected value for money, its
bankability and its fiscal affordability.

A template for a PCN is provided in the Appendix 1 to the Regulation on the
Implementation of PPP of Decree 720. Instructions for completing the PC are
provided separately.

It is the responsibility of the concerned Public Partner acting as Public Initiator to
prepare the PCN.

Where a PPP project has been proposed by a Private Initiator as an Unsolicited
Proposal, the PCN shall be prepared by the Private Initiator taking into account any
comments shared by the Public Partner and/or PPPDD.

Following approval of Project Brief, and completion of PED

The preparation of a PCN should be completed by the Public Partner, using the
support of external transaction advisors, based on the work already done for
preparing the Project Brief and the conclusions of the PED.

6 This information would normally emerge from the initial phase in the PIM Framework and will be
harmonised upon design of the PIM Framework
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PROJECT INITIATION AND APPRAISAL

Step 5 Prepare Project Evaluation Document

WHY

WHAT

In order to complete the PCN, the Public Partner must prepare a PED, which will
contain a detail assessment of the project and its proposed delivery scheme.

The purpose of such a PED (also known as or based on a (pre-) feasibility study,
project appraisal or outline business case) is threefold:

(i) to identify the preferred project option for addressing the identified need and
meeting the project’s objectives and to identify its key features, such as (i)
proposed scope of service and infrastructure requirements (ii) size and capacity
(iii) location (iv) budgetary costs and funding arrangements (v) project risks (vi)
environmental and social impacts and (vi) project implementation
arrangements; and

(ii) to assess the project’s viability, by estimating its financial revenues and costs
and its economic costs and benefits, and identifying whether there are material
impediments (e.g. land, legal, stakeholders, environmental and social risks that
need to be resolved/mitigated) to the successful undertaking of the project, in
order to substantiate the investment decision i.e. is it a good project; and

(iii) to assess the merits of different PPP models in delivering the preferred project
option and to confirm, or otherwise, the suitability of PPP procurement, in order
to substantiate the procurement decision i.e. is PPP the best delivery
scheme?

It is also a legal requirement to prepare such information as set out in Provision 13
of the Decree 720.

Provision 18 of the Decree 720 specifies that the PCN and PED to be submitted
jointly to the approving authority for further consideration in order to ensure that the
approving authority can make a well-informed decision.

Project evaluation documents are divided into the following types based on the
project value:

o preliminary financial calculations for the implementation of the PPP project with
a total value of up to one million US dollars, as well as documents justifying the
performance indicators of the PPP project;

o initial financial calculations, business plan of the project, and documents
justifying the performance indicators of the PPP project for the implementation
of the equivalent PPP project with a total value of more than one million US
dollars and up to ten million US dollars;

o a set of documents consisting of preliminary financial calculations, feasibility
studies or calculations, as well as supporting documents, indicators and
components of the PPP project's performance indicators, developed for the
implementation of a PPP project with a total value of more than ten million US
dollars.
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As this handbook is geared towards PPP projects with a value in excess of US$ 1
million, the PED to be submitted essentially reflects the feasibility study of the PPP
Project. Preparation of such a PED, i.e. feasibility study is a significant exercise,
particularly for the larger and more complex projects that are more likely to be
considered for PPP procurement. It can take 6-12 months to prepare and require
the support of external advisers with specialist skills and the dedicated cooperation
and input (staff, data and information) from public partner.

In some cases, the Public Partner may decide that the project be subject to a pre-
feasibility study to clarify the project needs, determine whether a full project
evaluation is warranted, or to narrow down the project scope, the range of project
options, potential project locations or the PPP models to be assessed in a full
project evaluation to be subsequently carried out in the feasibility study. This will be
a prudent step if the Public Partner has significant doubts over the project scope,
project location or there is lack of clarity over which of the project options and/or
PPP models should be subject to detailed assessment.

Whilst the undertaking of a pre-feasibility study will consume time and money, it will
be time and money well-spent if it results in

1. not proceeding with a full project evaluation for a project that is ultimately judged
as being either not feasible in its current form or is unlikely to lead to a bankable
PPP project; or

2. a more efficient and targeted set of terms of reference for a full project
evaluation; this may regain most the time and money spent on the pre-feasibility
study.

The terms of reference for a pre-feasibility study will vary to some extent according
to the specific matters that warrant its undertaking. Some pre-feasibility studies can
be relatively broad, covering most of the content areas looked at in a project
evaluation document, although in less detail. Examples of scenarios for the
undertaking of such studies include projects where:

e government has relatively little experience and wishes to increase its
understanding to determine whether to pursue the project further, and in what
form (e.g. new technologies, such as solar power or wind power); or

o the scope is quite broad and needs to be narrowed (e.g. how many towns to
include in an infrastructure project, or the range of potential technical project
options for meeting the government’s project objectives.

In contrast, some pre-feasibility studies can have a narrow scope, for instance

o targeted towards clarifying the project scope, reviewing the project needs,
reviewing shortlisting project locations and sites and identifying and reviewing
available data in relation to the data.

e focusing singularly on a consideration of whether PPP procurement is likely to
provide better value for money,

¢ identification of the range of PPP models that warrant detailed assessment in a
pre-feasibility study; in most instances, the preliminary assessment study will
identify a preferred PPP model or a short-list of preferred models. This narrow
focus can arise for a number of reasons, including
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o a full project evaluation will be undertaken only if PPP procurement is
confirmed as being likely to provide a better value for money outcome;
or

o a full project evaluation on the project has been undertaken recently but
did not consider PPP procurement in any or sufficient detail; and

o focusing primarily on assessing pre-identified issues (e.g. of a policy, legal,
project site and access, technical or financial nature) that potentially could
render the project infeasible. A project evaluation will be undertaken
subsequently only if the preliminary assessment study identifies that those
matters are resolvable in a way that meets the government’s objectives for the
project.

Some of the broad pre-feasibility studies may be undertaken at desktop level whilst
narrower studies most likely will require field work, access to more data and records
including discussions with key stakeholders. For instance, a preliminary
assessment study that is considering the likelihood of PPP procurement offering
better value for money will invariably require the undertaking of a market sounding
with players active in that market or similar markets.

Given its narrower scope and/or higher-level nature, the time and cost to undertake
a preliminary assessment study will be significantly lower than for the undertaking
of a full project evaluation.

Appendix 2 to the Regulation on the Implementation of PPP of Decree 720 sets out
the requirements for completion of a PED. The requirements are summarised below
but should be seen as a basis only, with the requirements suitably tailored toward
the needs of each project.

o Executive summary of the conclusions setting out a summary of the key
project details;

e« Need and options analysis, policy objectives, and general
considerations. This should describe the needs identified during the
Identification Phase and indicate the appropriate policy directives to solve
them;

e Technical requirements. This could include the definition of the
infrastructure, scope of services, outputs location, target user group,
technologies to be employed, and so on in order to meet the project
objective;

e Concept plans. An outline conceptual design and layout design should be
prepared, including an overview of the connectivity to key access,
communication and utility networks.

e Economic analysis. This should be a summary of the Cost-Benefit
Analysis reflecting the Net Present Value of economic benefits and costs
and the economic Rate of Return, confirming the economic merits of the
project;

e Preliminary PPP structure (PPP agreement template). This reflects the
suggested PPP modality with the provisional allocations of responsibilities,
investments (including development of linked infrastructure facilities) and
risks among the Public and Private Partner;
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» Financial (commercial) feasibility analysis. This should present the main
assumptions of the financial model (including an estimate of the whole of life
project costs as well as current and forecast demand analysis), and
introduce the results of the commercial feasibility assessment i.e. from the
Private Partner's perspective including the return on equity and the
compliance with lender requirements such as debt service coverage ratio’s
under different scenario’s;

e Market sounding (research) conclusions. This should present the
procedures chosen to contact the market and extensively present any
feedback obtained and conclusions reached, including the decisions about
eventual changes in the project and the preliminary PPP structure;

o Affordability. This should present the total estimated commitments arising
from the suggested PPP structure and under different scenarios and
objectively introduce the results of the fiscal feasibility tests including the
impact on the governmental balance sheet and demonstrate if this impact
interferes in the debt limit thresholds;

o Environmental assessments and planned impact mitigations. This item
should present the extensive results of the environmental impact
assessment and indicate if the project obtained the environmental approvals
or, at least, what the required next steps to do so would be;

o Social Feasibility Analysis. This item should include the social impact
assessment, including the social action plan;

o Governance (Institutional) considerations. This includes the description
of the agencies involved and their responsibilities;

o Legal due diligence. This should present all the legal issues identified and
produce objective recommendations about eventual measures required to
overcome legal obstacles;

o Value for Money assessment. This should indicate the level of accuracy
obtained in the VFM estimations, and it should highlight the main drivers
that add value to the project in quantitative and qualitative terms;

e Procurement strategy. This should indicate the route chosen and its main
characteristics;

e Project implementation plan and recommended next steps. This should
present the revisited time schedule and the recommended aspects related
to governance and operational roles in the next phase; and

e Conclusion. This should have a clear and objective recommendation for
the decision-makers about the continuation or cancellation of the project.

The PED should be an evidence-based document. It should reflect as accurately
as possible all the work conducted upon project preparation. High levels of technical
data are not necessary, nor is technical jargon, in the main body. Important
technical data can be included as an appendix, such as costs, financial model, risk
management, and technical information to support the feasibility of the project. The
financial model should be clearly linked to a schedule of assumptions and should
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accommodate the analysis of different sets of assumptions i.e. scenarios and PPP
structures.

It is important that the PED is written in a style that provides a clear, objective, and
direct recommendation for the decision-making authority, as it is the main tool for
allowing the project to move on to the next phase of preparation.

It is the responsibility of the Public Partner to have a PED prepared with the support
of transaction advisors and with consultation of the PPPDD. It is recognised that
the Public Partner may not have the in-house expertise to deliver a PED. However,
the Public Partner should make available staff from their PPP Unit (where
established) or from other departments to manage the advisors and oversee the
findings and recommendations. If necessary, the Public Partner can appoint
consultants to support their internal staff or request PPPDD for support. If the Public
Partner is not able to assign the necessary capacity to manage the delivery of a
PCN/PED, the Public Partner is not ready to implement a PPP project.

Where a PPP project has been proposed by a Private Initiator as an Unsolicited
Proposal, the PED shall be prepared by the Private Initiator taking into account any
comments shared by the Public Partner and/or PPPDD.

Following approval of Project Brief. Preparing a PED typically requires 6-12 months
depending on the complexity of the project and the availability of data.

Typical tasks involved in preparing the PED include:
1. Project Definition and Objectives

« Identify Project Scope: Define the infrastructure project (e.g., road,
bridge, water supply, power plant).

o Set Objectives: Outline the project goals (e.g., service improvement, cost
efficiency, risk transfer).

o Determine Stakeholders: Identify key public and private sector players,
communities, and regulators.

2. Technical Feasibility

o Site Investigation: Assess the location, geology, and environmental
constraints.

o Preliminary Design: Develop basic engineering designs and layouts.
+ Technology Assessment: Evaluate technical solutions and standards.

o Construction and Operations: Estimate the timeline, resource
requirements, and operational plans.

3. Demand and Market Analysis

« Demand Forecasting: Project the expected usage or demand over time.
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Market Analysis: |dentify users, market size, and willingness to pay for
services.

Benchmarking: Compare with similar PPP projects locally or
internationally.

4. Financial Feasibility

Cost Estimation:
o Capital expenditure (CAPEX) for construction.
o Operational expenditure (OPEX) for ongoing maintenance.

Revenue Projections: Identify revenue streams (e.g., tariffs, tolls,
subsidies).

Financing Analysis: Explore funding options, private investments, loans,
or government support.

PPP Model Analysis: Evaluate possible PPP structures (e.g., BOT,
BOOT, DBFO).

Financial Modelling:
o Cash flow projections.
o Profitability indicators (NPV, IRR, payback period).

o Risk-adjusted returns.

5. Economic and Social Feasibility

Cost-Benefit Analysis: Quantify economic benefits and compare them to
costs.

Social Impact Assessment:
o Benefits to communities.

o Mitigation strategies for displaced people or environmental
impacts.

Job Creation: Estimate employment generation during and after
construction.

Environmental Sustainability: Evaluate compliance with environmental
laws and international standards.

6. Risk Assessment

Risk Identification: Identify key risks (e.g., financial, technical, legal,
environmental, demand, political).

Risk Allocation: Assess how risks will be shared between public and
private partners.

Mitigation Measures: Propose strategies for risk management (e.g.,
guarantees, insurance, contingency plans).

7. Legal and Regulatory Assessment
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Legal Framework: Review national and local PPP laws, procurement rules,
and regulations.

Land Acquisition: Assess property ownership, resettlement requirements,
and acquisition processes.

Contractual Issues: Draft the preliminary risk-sharing agreements,
payment mechanisms, and dispute resolution methods.

Permits and Approvals: Identify licenses, environmental clearances, and
other regulatory requirements.

8. Institutional Capacity Assessment

Assess the public sector’s capability to:
o Manage PPP procurement and contracts.
o Monitor private sector performance.

Recommend capacity-building initiatives, if needed.

9. Procurement Strategy

PPP Model Selection: Choose the appropriate PPP model (e.g., Build-
Operate-Transfer, Concession).

Procurement Method: Decide on competitive bidding, direct negotiations,
or other mechanisms.

Contract Structure: Develop initial contract terms, performance
requirements, and risk-sharing agreements.

10. Recommendations

Consolidate findings into a comprehensive PED.
Provide recommendations on:

o Project viability.

o Optimal PPP structure.

o Risks and mitigation strategies.

o Next steps (e.g., detailed design, procurement).

By completing these tasks, the PED ensures the PPP project is bankable,
sustainable, and beneficial for all stakeholders, enabling informed decisions
before further investment.

Instructions for developing the PED, along with a template for the PED outline, are
provided separately.

To prepare the PED with the support of transaction advisors, Public Partner’s
responsibilities typically include:

O
@)

share all necessary documents;

support the advisors and help to coordinate and make introductions to other
public sector agencies as required;

support the advisors in receiving necessary permissions to conduct their site
visits and data analysis sharing the necessary documents,

logistical support;
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o and other requirements that may be identified on a project basis

The technical and economic bases or calculations developed for the PPP project
are not subjected to a comprehensive examination at the "Center for
comprehensive examination of projects and import contracts" under the Ministry of
Economic and Finance of the Republic of Uzbekistan.

Climate Resilience

The project appraisal phase is where the public partner can integrate principles around decision-making under
uncertainty. In this phase, practitioners will assess the key climate hazards, exposure, and vulnerabilities of
infrastructure assets and systems. Resilience options to mitigate and adapt to the climate risks, including
Nature-based Solutions, will then be identified and appraised to assess their robustness under different future
climate scenarios. The preferred resilience option can either be indicated by the public partner in the tender
documents or left to the private partner to propose their preferred solution. The vital input from the project
appraisal would provide the key inputs to structuring a climate resilient bankable PPP.

Stakeholder engagement is a crucial component of any project planning process. Engaging stakeholders
ensures the process is participatory, transparent, and incorporates a breadth of knowledge and practice.

Also climate risk assessments are a crucial component to guide and design resilient infrastructure projects.
When considering vulnerability, the following aspects are to be considered:

Project Aspect Description Guiding questions
On-site assets and The asset itself and the equipment and processes What are the key onsite assets critical to the
processes required to operate it. functioning of the infrastructure and delivery of

related services?

Project-related inputs The inputs required to operate the assets such as Are there any key inputs - e.g., Water, power,
wind for a wind turbine or water for a hydropower maintenance — to make the project run? What are
plant. these key inputs?

Expected project outputs  The ultimate products from the outputs, such as _Is the project expected to generate any outputs?

electricity from a wind turbine or hydropower plant. What services will the project provide?

Would it be a critical impact to the population if the
project outputs are affected?

Links to other systems The linkages between projects, such as power line Does the project link with any other critical
links or transport links. infrastructure systems? For example, does the
functioning of the infrastructure project require
links with key transport links? Or transmission
lines?

Links to other decision- The linkages between the project and other Is the project likely to be impacted by other
making processes potential decisions, such as the construction of a decisions at regional or local levels? For example,
nearby road or deforestation. is the project likely to be affected by other
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developments? Will these developments impact
the project exposure?

Stakeholder engagement is a crucial component of any project planning process. Engaging stakeholders

ensures the process is participatory, transparent, and incorporates a breadth of knowledge and practice.
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PROJECT INITIATION AND APPRAISAL

Step 6: Conduct Public Consultation

WHY

WHAT

WHO

WHEN

HOW

The objective of public consultation for a PPP is to engage stakeholders, particularly
the affected public, to ensure transparency, inclusiveness, and alignment with
community needs and priorities. Effective public consultation fosters trust, mitigates
risks, and contributes to the successful implementation of the PPP project.

Therefore, the Decree 720 authorises PPPDD to request the Public Partner to
conduct a public consultation as regulated by articles 11 of the Decree 720.

A Public Consultation is a structured process of engaging stakeholders, particularly
the general public and affected communities, to gather input, share information, and
foster dialogue regarding the PPP project. It ensures that the concerns, needs, and
expectations of those impacted by the project are considered during the planning,
development, and implementation phases.

The Public Partner is responsible for conducting a Public Consultation at the
request of PPPDD and may engage its Transaction Advisor to assist with this
process.

It is recommended to conduct the Public Consultation in parallel with the
preparation of the PED. This will allow the Public Partner to present the main
features of the PPP as preliminary tested and allow the transaction advisor to
incorporate findings and refine the project scope and features if necessary. The
Public Consultation should be conducted prior to the approval of the PC and PED.

According to the Decree 720, the Public Consultation should entail at a minimum
that the Public Partner should facilitate public discussion through its website.
However, for more complex and sensitive project it may be warranted to have a
more elaborate approach in line with international good practices, which includes
the following steps:

1. Define Objectives and Scope of the Consultation

e Purpose: Identify the goals of the consultation (e.g., to inform stakeholders,
gather feedback, or address concerns).

e Scope: Determine the key topics to be discussed, such as project design,
environmental and social impacts, risk allocation, and expected benefits.

2. Identify and Map Stakeholders
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Primary Stakeholders: Include communities affected by the project,
NGOs, local businesses, and government agencies.

Secondary Stakeholders: Cover broader groups like industry
associations, investors, and the general public.

Vulnerable Groups: Ensure representation from marginalized or
underserved populations who may be disproportionately affected by the
project.

3. Develop a Public Consultation Plan

Timeline: Plan consultation activities throughout the project lifecycle
(concept, feasibility, procurement, and implementation).

Methods: Choose consultation methods that suit the audience (e.g., public
meetings, focus groups, online surveys, town halls).

Budget: Allocate resources for organizing events, producing materials, and
ensuring participation.

4. Prepare and Disseminate Information

Accessible Formats: Ensure information is available in local languages
and formats that suit different literacy levels.

Content: Provide clear and concise details about the PPP project,
including:

o Objectives and expected benefits.
o Project scope and timelines.
o Potential environmental, social, and economic impacts.
o Risk mitigation strategies.
Communication Channels: Use diverse channels such as:
o Flyers and brochures.
o Online platforms (websites, social media).

o Local media (radio, newspapers).

5. Engage Stakeholders

Organize Events: Host public meetings, focus groups, and workshops to
facilitate dialogue.

Leverage Technology: Use webinars, online surveys, and interactive tools
to reach wider audiences.

Use Neutral Facilitators: Employ impartial moderators to encourage open
and balanced discussions.
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 Feedback Collection: Record stakeholder opinions, suggestions, and
concerns systematically.

6. Analyze and Integrate Feedback

o Data Review: Compile and categorize feedback based on themes (e.g.,
environmental concerns, design suggestions).

o Feasibility Assessment: Evaluate the practicality of integrating
stakeholder suggestions into the project.

o Decision-Making: Incorporate valid feedback into project design,
procurement, or risk management strategies.

7. Report Back to Stakeholders
e Consultation Summary: Publish a summary report detailing:
o Key feedback received.
o How the feedback was addressed or incorporated.
o Reasons for not adopting certain suggestions, if applicable.

e Communication Channels: Share the report through public meetings,
official websites, and media outlets.

8. Maintain Ongoing Engagement

o Continuous Updates: Keep stakeholders informed of project progress and
changes.

 Grievance Mechanisms: Establish a formal process for stakeholders to
raise concerns during project implementation.

¢ Monitoring: Regularly engage stakeholders to assess the project's
alignment with their expectations and address emerging issues.

A guideline for conducting public consultations is separately provided.
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PROJECT INITIATION AND APPRAISAL

Step 7: Review and approve PCN/PED

WHY

WHAT

WHO

Preparing a PPP is essentially the responsibility of the Public Initiator. However,
given the complexity of a PPP, the risk of optimism bias and the need for
consolidating the project in a sensible and marketable PPP Pipeline, it is good
practice as a quality assurance principle i.e. check and balance to subject a project
concept to a careful evaluation.

It is also a legal requirement to have the project initiation, in the form of the PCN
and supported by the PED, evaluated for approval as regulated by Provisions 18-
20 of the Decree 720.

Additionally, as per Provision 10 of Decree 720, any PPP project requiring budget
support must undergo review and obtain concurrence from the MoEF during the
concept approval stage (PC/PED review).

To confirm that the PCN/PED meets the following conditions

1. Strategic Relevance: the project concept contributes to the strategic
development objectives and or addresses a critical need.

2. Economic Soundness: The economic benefits outweigh the costs over the life
of the project.

3. Commercial Feasibility: The proposed PPP generates sufficient revenues for
the Private Partner to recover its costs and have a fair and reasonable return
on the capital deployed.

4. Fiscal Affordability: The fiscal implications as tentatively assessed at this
stage are affordable in terms of overall fiscal exposure related to PPP taking
into account the fiscal constraints and warranted.

5. PPP Suitability: The proposed PPP arrangement is reasonably expected to
deliver value for money in terms of possible efficiency gains offsetting the
incremental transaction and capital costs.

6. Institutional Readiness: The public partner has the capacity to procure and
implement the project as a PPP.

7. Risk Manageability: The project risks that are suggested to be transferred are
manageable by the private sector.

The institutions with the role for conducting gateway review and responsible for
approving for the PCN/PED depends upon the size of the project and whether any
fiscal exposures are created by the project.

(i) Projects with a value great than US$1m and up to and including US$10m are
subject to review, comments and approval by the MoEF

(i) Projects with a value greater than US$10m are subject to review and comments
from the MoEF prior to being considered for approval by the Cabinet of Ministers

53



Review by MoEF is to be concluded within 10 working days after receipt of
PCN/PED.

Review by Cabinet of Ministers for projects with a value of more than US$10 million
is to be concluded within 10 calendar days after receipt of PCN/PED with MoEF”.

In principle a PCN/PED will not be approved if it is (i) incomplete and or inaccurate,
or (ii) it is assessed or scores unsatisfactory on any of the screening criteria implying
a substantial risk for the government and or there is likely to be limited prospect for
a successful implementation of the project as a PPP. If appropriate, the PCN/PED
will be returned for further consideration and or analysis. Alternatively, MOEF may
request for submission of further reference material or clarifications from the Public
Initiator.

The conclusion to proceed should be based on the following:

(i) Is the PCN/PED complete, accurate and adequately substantiated i.e.
sufficiently reliable to support the necessary decision-making;

(i) s the project fiscally affordable for the government taking into account the direct
commitments and contingent liabilities generated in relation to the Project as
well as any fiscal commitments for the development and delivery of linked
infrastructure.

(iii) Does the PCN/PED conclude that the project is likely to succeed as a PPP i.e.

a. the Public Partner has demonstrated it is capable of procuring the
project as a PPP. The submitted evidence may, among other, consist
of:

o experience in the procurement of similar PPP projects in the past;

o overview of the expertise and experience of the project management
team; and

o actions or committed intentions to augment the technical capacity
with external experts and consultants.

b. the project services can be defined in stable output specifications that
can be included in a long-term contract. In particular:

o itis possible to describe the services in clear, objective output- and
result-based terms (and not in terms of activities);

o the contractual outputs and the required quality of the services can
be defined so that they can be objectively measured and assessed;

o the output specifications are stable over time, i.e. the probability that
there will be large changes in service needs (due to changing
circumstances or changes in technology) requiring a change of the
PPP contract is small;

7 The deadline of 10 working days is suggested by the PPP Regulations 720. However, it is to be
noted that PED’s can be quite substantive and complex and may require more time for review.
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o the PPP contract does not unduly interfere with the other activities
of the Public Partner or other relevant agencies;

o the provisions in the PPP contract with respect to the quantity and
the quality of the services delivered by the private partner to the
public partner grants sufficient operational flexibility to respond to
future needs;

o any interfaces between the services performed under the PPP
contract on the one hand, and other services or other projects not
covered by the PPP contract on the other hand, can be managed;
and

o if the PPP arrangement necessitates the transfer of public sector
staff to the private partner, it will be possible to accomplish this
transfer without major problems or resistance.

the private sector is interested in bidding for the PPP contract, and
technically and financially capable of implementing the project. The
evidence submitted may, among other, consist of: (i) results of the
market analysis and market sounding, and (ii) experience of similar
projects in the region, or in other countries in similar physical and socio-
economic circumstances as the project site;
there are no policy and regulatory barriers to the implement the project
as a PPP. The evidence submitted to confirm this may refer to the
findings of the legal analysis;
the project does not feature large risks (i.e. with a large impact on costs
or revenues) that cannot be insured and fall outside the control of both
the government and the private sector. If such risks occur, the
consequences should be assumed by the government. However, even
that may not be sufficient to make the project bankable. The reason is
that even if the government assumes the full risk, there may still be
significant costs to be borne by contractor in the case of a risk event (for
instance the costs cannot be proven and therefore cannot be submitted
to the contracting authority for compensation); and

the implementation of the project as a PPP is feasible, or alternatively,

that the implementation of the project as a PPP is feasible provided that

certain optimizations of the scope and structure of the project and/or
proposed PPP arrangement are carried out.

Where the project has been proposed by a Private Initiator, Provision 22 of Decree
720 requires that the Public Partner assess the qualification of the Private Initiator
before approving the PC/PED. This includes Public Partner assessing whether the
Private Initiator meets the following eligibility requirements specified in the PPP

Law:

a) Ensuring the Private Initiator has the legal capacity to enter into a contract

b)

to deliver the project

The Private Initiator will need to demonstrate that it has the financial
capacity, technical capacity and/or the requisite labour resources to
implement the project.

In addition, the Private Initiator should not have grounds for conflict of
interest in the delivery of the project or be subject to a reorganisation,
liquidation and/or bankruptcy.
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The results of the assessments should be compiled into a preliminary qualification
report and submitted by the Public Partner to the MoEF during the submission of
the PCN/PED for review and approval.

A template checklist for review of the PCN/PED is separately provided.

The aggregated score in terms of number of criteria complied with and extent of
compliance will support the prioritization of the development of the project.

Fiscal Management

To evaluate, budget, monitor, manage, and regulate the state’s direct and contingent obligations
arising from public-private partnerships (PPPs), the Cabinet of Ministers adopted Regulation No. 558
on October 23, 2023 (Regulation 558).

Provision 1 of Regulation 558 establishes the Fiscal Risks Assessment (FRAD) within the MoEF.
FRAD is responsible for reviewing, endorsing, maintaining records, and managing the state’s fiscal
obligations arising from PPP projects, as well as regulating these obligations. While the PPPDD
promotes and supports the use of PPPs for project development, FRAD specifically reviews and
assesses the fiscal implications to ensure affordability and adherence to the annual limits on fiscal
obligations granted to private partners under PPP agreements. These limits are developed by the
Cabinet of Ministers in collaboration with the MoEF and presented to the Legislative Chamber of the
Oliy Majlis for approval.

To enable an efficient review of fiscal implications, Paragraph 15 of Annex 1 to Regulation 558 On
the Procedure for Managing the State’s Budgetary Obligations Arising from the Implementation of
Public-Private Partnership Projects requires that the following sections be included in the PCN, PED,
and the financial section of the draft PPP agreement:

Allocation of risks between public and private partners.

Estimation of expected costs in nominal and real terms.

A fiscal risk matrix.

Calculations of the state’s direct obligations and scenario analyses for contingent liabilities
(Fiscal Commitments and Contingent Liabilities - FCCL Summary Table).

Annual termination compensation estimates.

Key risk factors and mitigation measures.

Inclusion of fiscal commitments for state support in the project budget.

The templates for these documents are provided in Regulation 558.
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PROJECT STRUCTURING AND TENDER PREPARATION

Step 8: Finalize Project Preparation and Structuring

WHY

Once the PCN is approved and registered there may be a need to conduct some
further studies to address outstanding issues and or mitigate specific uncertainties
that were identified in the feasibility study. These issues could be of technical nature
relating to further assessment and review of the technical solutions, design, output
specifications or environmental and social issues. In such cases further analysis
may be carried out in order to resolve and finalise these outstanding issues. Such
detailed analysis is likely to be carried out on projects that are of a more complex
nature, such as expressways, bridges or tunnels.

Furthermore, prior to launching a tender the project will need to be structured. This
essentially involves developing a bankable and affordable transaction structure with
appropriate potential for value for money, while reducing risk of failure to a minimum
and that ultimately is to be reflected in the tender documents through corresponding
provisions and mechanisms.

Transaction structuring involves the following aspects:

o Structuring and designing qualification criteria to define the minimum level for
what is regarded as sufficient capacity to deliver the project and operate it. This
must avoid the risk of failure due to any insufficient preparation or lack of
capability of the Private Partner given that the balanced requirements are
consistent with the characteristics of the project;

o Structuring and designing the tender documents provide clear instructions to
bidders about the documents needed for the assessment of proposals. This
also provides clear evaluation criteria to guarantee the comfort of bidders
regarding transparency and equality in the selection process, as well as
understanding the tender process and timing;

o The structuring of the contract must protect and maximize the potential value
for money by defining the most appropriate financial and risk structure and the
allocations of rights and responsibilities between the parties. This includes the
output requirements, the service delivery levels, most suitable payment
mechanism or revenue structure, the performance deduction mechanism and
the appropriate risk allocation arrangement, with risks allocated to the party that
is best placed to manage them. This also includes an appropriate balance
between risk and reward.

By properly drafting the contract, government will seek the following;

o To incorporate the structure into the contract, in the clearest and most
enforceable way;

o To ensure the contract will be a valid and effective tool for successful contract
management, especially with regard to the potential changes that may occur
during the contract life; and
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o To ensure that sufficient protections/safeguards are put in place, both for the
Public Partner and the Private Partner to align the investor's interests toward
achieving the government’s objectives for that particular PPP.

Further analysis, where applicable, will cover the issues that have been assessed
as part of a (pre-)feasibility study, but will carry out to ensure a more detailed and
comprehensive assessment as it may have been identified as a potential risk for
the viability or implementation of the project. For example, in relation to technical
matters, further studies may be required to optimise alignment for a road, or to carry
out more detailed geotechnical investigations to verify technical viability and
costing. Alternative, there may a need for demand studies to be carried out or need
for more detailed assessment in relation to specific social and environmental
concerns identified.

There would also be a need to finalise the project structuring, i.e. detailing the legal,
commercial or financial assessment and any further updating required to reflect the
further studies carried out in relation to technical issues. Structuring in this context
refers to the structuring and design of the project contract, and the structuring and
design of the procurement process.

It may be said this phase addresses three main types of “structuring”, which in turn
are highly interrelated.

o Financial and budgetary or fiscal structuring: When it is considered as value
adding or because it may be necessary (for example, in the case of market/user-
fee oriented projects) to define and shape the public financing support or public
financial instruments (for example grants, deferred payments®, complementary
payments®, participative loans,’® equity contributions, and guarantees). The
decision on the contract term/length is another instrument of analysis that
relates to financial structuring. The definition of the payment and performance
deduction mechanism is also part of the financial and budgetary structuring,
linked to the risk structuring, because the payment mechanism underpins the
risk allocation; and

o Risk structuring: Assigning or allocating risks to each party in relation to the
project. This would include finalising the service outputs, the service levels and
key performance indicators that need to be met, setting out the insurance

8 Deferred payments from a public perspective are payments from the Public Partner that are delayed,
either completely or in part, in order to give the Private Partner more time to meet their financial
obligations.

9 Complementary payments from a public perspective refers to payments from the Public Partner in
addition to the income from user charges to allow the Private Partner to recoup the costs for delivering

the project.

10 A participative loan refers to a loan provided by a Public Partner or the State at below market interest
rates (soft loans) for which in return the Public Partner or State receives a share in the possible upside
i.e. profit in excess of a predefined level, that is generated by the Private Partner upon operations.
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arrangements, the mechanisms for addressing change and variations to the
contract and termination; and

o Tender/procurement structure — especially the qualification criteria and
evaluation criteria.

It is the responsibility of the Public Partner to finalise the project preparation and
structure the PPP transaction with the support of advisors and with consultation of
the PPPDD.

The further detailed analysis (where applicable), project preparation and PPP
transaction structuring can commence when PCN has been approved and assumes
that advisors have been retained or relevant expertise has otherwise been
arranged.

The activities typically require 6-12 months depending on the complexity of the
project, the PPP arrangement, whether or not a further detailed assessments are
required and the quality of the PED and feasibility study. It is highly recommended
not to launch a tender before the drafting of the tender documents is finalised and
approved and the time required to complete this should not be underestimated. The
documents that are drafted will be lengthy and complex and need to be reviewed
carefully to ensure consistency, adequacy and completeness and minimize
ambiguity. Furthermore, it is advisable to sound the market to seek feedback on the
proposed structure and ensure private sector requirements and concerns are duly
addressed.

The main tasks for this purpose include:
o Finalizing Due Diligence and Preparation

Some investigations and due diligence (for example, geo-technical conditions,
developing an archaeological map, collecting utility allocation information,
developing an environmental management plan and related requirements, and
so on) may not have been completed during the preparation of the PCN/PED
and should be finalized during this period.

o Further Developing the Project Definition and Technical Requirements
(and refining cost estimates)

Technical requirements will usually have been tentatively defined in the PED,
including the technical specifications for construction and/or a reference design
(on the basis of which bidders will prepare their technical proposals for
construction). The final definition of the technical requirements is completed
before preparing the Tender Documents. Performance requirements will usually
also have to be refined or detailed, especially since they are intrinsically linked
to the payment mechanism.

o Developing and Finalizing the Contract Structure: Financial Structure and
Payment Mechanism

The contract was pre-structured or the preliminarily structure was defined during
the project evaluation. In this step, the final structure is defined (or the pre-
structure is refined), so as to confirm all of the principal commercial terms before

59



it is documented by drafting the contract. This is one of the essential tasks to
be carried out during this phase.

Several of the main areas of structuring are financial.

e Financial support mechanisms;

e Overall compensation instruments, especially when a co-financing scheme
is used;

o Other support instruments, for example, public funding instruments and
guarantees (explicit or contractual), which interrelate with risk structuring;

e The payment or revenue mechanism

e The performance deduction mechanism; and

e The contract term.

All of these issues must be reflected in the draft PPP agreement. They also
influence the financial model and plan, and hence affect the ceiling of payments
(or the floor on any concession fee in user-pays projects). Also, in the event of
exceeding previous estimates it may be necessary to reopen or reassess the
commercial feasibility, VFM, and affordability analysis.

Refining the Contract Structure: Definitive Risk Structuring and Allocation

A preliminary risk assessment will have been conducted upon project
evaluation, identifying the main categories of risks and main risk events for the
particular project, and a decision on overall allocation will have been taken.

This task further refines the risk structure: more specific risks events may
emerge, but above all, some risks allocation decisions will be further detailed to
define the risks retained by the government and the extent to which some risks
are shared (for example, defining benchmarks and impact ceilings to restrict the
right for claims).

The risk allocation influences the financial feasibility analysis and the VFM
exercise, and this is an essential input for drafting the contract.

Contract drafting work should start once the risk allocation is defined, unless
there are significant signs that the project is not feasible due to new information
that emerged during the risk analysis.

Updating the Financial Model and Potential Confirmation or
Reassessment of Financial Analysis Matters. Setting the Ceiling of
Payments

The financial base case must be updated to reflect the refinement of the risk
allocation structure and any changes in the financial structure of the project.
This will result in changes to the Public Partner’s financial model and plan.

This definitive financial model will determine the ceiling for payments (or floor
for concession fees) to be reflected in the RFP provisions. This is done to
establish the maximum (or minimum) payment acceptable for a qualifying bid.

Testing, Marketing and Communicating the Project

It is good practice to consider the need for further market testing upon
structuring to collect reactions, suggestions, and concerns from the industry
(investors, contractors, and lenders). This is particularly the case where the
structuring has changed any of the key parameters of the project that had
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previously been market tested. The lender’s input at this stage will also be
crucial as typically their requirements become explicit upon arranging finance
to reach Financial Close and any major revisions to the PPP Agreement after
the conclusion of a tender process in order to meet their requirements may have
legal ramifications for the Public Partner.

When the Public Partner decides not to test the project any further (based on
the fact that it has been meaningfully tested upon project evaluation), the project
should be marketed to promote the interest of the industry and to let the
potential bidders prepare themselves for the tender.

o Defining and Drafting other Commercial Terms and Contract Provisions

Many other commercial terms or structuring matters must be appropriately
drafted into the contract. These additional and important matters (apart from
financial structuring and risk structuring, although many of them are related to
these) may include the following;

e Performance requirements, performance management issues, and other
provisions, such as reporting obligations and monitoring provisions;

o Contract breaches, penalty system(s), and possible default events;
e Occasions calling for compensation and rebalancing regulations;

e Other financially related provisions: financial structure (minimum equity),
changes in financing (refinancing) and ownership, insurance requirements,
performance guarantee, and lenders’ rights;

e Intellectual property and confidentiality;

o Contract changes;

e Dispute resolution matters;

o Early termination scenarios and related compensation provisions; and
e Hand-back provisions.

The PMP should have been updated at this step, including a working plan and stakeholder
management plan, especially regarding decision-makers that will give the final green light for
in relation to technical parameters of the project and structuring arrangements.

Climate Resilience

Setting standards of climate resilience in both the tender process as a criterion for bidders, and in
the performance-based contract ensures that resilience is embedded in the development of the
infrastructure asset.

Tender requirements should promote incentives for innovation and harness the benefits provided by
the natural environment, for example, by giving additional points in the evaluation of bids.

Market sounding and dialogue processes should be considered at this stage because it allows for
the public and prospective private partners to discuss and refine the Request for Proposal (RFP) and
document to ensure the balance in risk allocation. This is useful when managing climate risk
uncertainty and particularly well-suited in projects with multiple and complex solutions. Climate risk
allocation must ensure that risks and uncertainties are explicitly stated and that there is a clear
boundary for extreme climate events to constitute force majeure.
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PROJECT STRUCTURING AND TENDER PREPARATION

Step 9: Prepare Tender Documents

WHY

WHAT

The objective of this activity is to draft a comprehensive, coherent and cohesive set
of bid documents that reflects a technical scope that is deliverable, a commercial
structure for the PPP that is bankable, and a financial arrangement that is affordable
and the project is envisaged to deliver value for money.

The set of bid documents are to facilitate effectively and efficiently the competitive
tender process underlying the selection of a private partner for the PPP.

It is also a legal requirement to prepare bid documents as regulated by provisions
of the Chapter 7 of the Decree 720.

The Tender Documents encompasses the following documents:

1. Request for Qualifications

2. Request for Proposal

3. PPP Agreement and other project agreements (e.g., Government Support
Agreement, Land Lease Agreement, Direct Agreement)

1. Request for Qualification

The Request for Qualification (RFQ) is a document with the request to prospective
bidders to qualify for submitting a bid.

The objectives of the RFQ include:

e Select a list of bidders (single applicant or consortia) that are qualified —
technically, financially, legally and have sufficient experience and commitment
to prepare proposals and execute the project;

e Set out the rules of participation in the procurement process clearly and
unequivocally and non-discriminatory.

¢ Disseminate factual information on the project;

¢ Give guidance on the expected kinds of participants and formation/change of
bidding consortiums in the bidding process;

e Provide an indication of the procurement timescales
e Gather information from bidders that is verifiable and can be evaluated.

This ensures that the successful bidder will not only have the qualifications to
undertake the project, but also the capacity to reach financial close and execute
contract obligations effectively and timeously.

The objective of a qualification process is to set a minimum bar of capability for the
bidder company or group of companies (bidding consortium) entering into the PPP
contract. Setting qualification criteria will reduce the risk of project failure caused by
a lack of capabilities and capacity. However, if the criteria are too restrictive this
may limit competition. The Transaction Advisor can advise on the interest of
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potential market participants and support the Public Partner to carry out market
sounding exercises to determinate market feedback.

The higher the bar, the less the competition. However, simply having more
competition (in the sense of more pre-qualified bidders) does not necessarily mean
better competition. Also, bar levels set too low in terms of qualifications may
discourage highly qualified bidders as they perceive they have a lower chance of
winning. The Transaction Advisor, with their experience of carrying out similar
procurements can advise the Public Partner and the PPPDD on how to customize
the levels of qualifications in order to achieve an appropriate balance, bearing in
mind the project’s specific needs and lenders’ expectations.

RFQ Evaluation Criteria consideration

Typical qualification criteria would include consideration of legal/administrative, financial
and technical issues. The requirements to be met under each of these qualification
criteria would include a combination of the following sub-criteria or other alternative
requirements determined on a project-by-project basis:

Legal/administrative qualifications (typically pass/fail

Evidence of the bidder’s (including those in a bidding consortium) existence and good
standing under the relevant law.

Evidence of the consortium agreement and the commitment of the respective
members.

Evidence of the power of the representatives of each member of the bidding
consortium to act on its behalf.

In the case of a foreign company operating in the country, evidence of its registration
confirming it is duly incorporated and with a license to operate issued by the
competent entity, when the activity requires it'!.

Financial capacity qualifications (typically pass/fail

o Minimum average net worth over the past 3 years (or any other alternative period
that may be agreed on a project specific basis) for the individual bidders and jointly
in case of a consortium i.e. assets minus liabilities to demonstrate ability to provide
equity for the project and to confirm financial standing of the consortium members.
Previous experience of the bidder raising a minimum amount of debt financing for a
project within the last 5 years (or any other alternative period that may be agreed on
a project specific basis).

Technical capacity qualifications (can be pass/fail

o Experience of successfully developing projects in the same or similar sector of a
minimum number and/or capex amount.
Number of relevant or similar projects within the PPP portfolio (qualifying projects). It
is usual practice to only consider projects of a minimum size or meeting some other
minimum threshold. This depends on the sector (for example, it could include cubic

" A company may be duly incorporated confirming its existence though it may be necessary to also
confirm that the company is licensed to provide a specific service e.g. medical services.
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meters in water, demand/volume or population served, number of kilometres, or
number of beds in a hospital, and so on).
In addition to the number of qualifying projects, sub-criteria could also include the

aggregated number (counting all projects together) of users or population served in
the PPP contracts within the experience portfolio (transportation, water, education,
health, or number of beds (hospitals), and so on)

The RFQ will cover the qualification criteria and the requirements for submission of
the qualifications (SoQ). It includes time to submit, formats and documents, and the
form of evidence of the qualifications (especially experience) required. It will also
contain rules in relation to issues such as conflict of interest, incompatibilities or
changes in the composition of a qualified consortium in the bid submission stage,
and a summary description of the project and the future contract structure.

A template outline for the RFQ Documents is separately provided.

2. Request for Proposal

The RFP as to be issued to qualified bidders sets out the bidding process in detail,
the process of issuing questions, compliance including the conducting of bidders
conferences or one-on-one meetings during interactions (in dialogue and
interactive processes), the time limit to submit a proposal, the validity period of the
proposal, details of the information that needs to be included in the proposal,
prerequisite conditions for contract signature (and for financial close in projects
where financial close is soon after commercial close), and so on.

To ensure that the prequalified bidders are committed to the process after
submission of their tender proposals and to ensure that the winning bidder, after
identification, does not withdraw from the tender process, the RFP should include
a requirement for the submission of a bid security. The requirements in relation to
the inclusion of a bid security is included in Article 22 of the PPP Law.

Best practice suggests the following general structure for the RFP documents:

(i) Cover Note in the form of an Invitation to Qualified Bidders, providing a brief
background and justification for the PPP project, an introduction to the
Contracting Authority and the expectations from the private partner;

(ii) Confirmation that the bidder (single applicant or consortium) qualifications
conditions have not changed after the end of the RFQ process;

(iii) General information required by bidders to prepare and submit their proposals.
This will provide overall instructions to bidders regarding the format, the type
and organization of the information they submit. The process for submitting
queries and receiving clarifications and the arrangements for pre-bid meetings;

(iv) PPP Project specific information and performance indicators including the
Contracting Authority’s standards regarding safety, security, and environmental
and social protection, etc.;

(v) The RFP documents shall include not only a detailed description of the PPP
modality, but also a complete draft of the full PPP Agreement that the preferred
bidder will be expected to sign and fulfil. This draft contract shall be complete
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and sufficiently detailed such that there will be very little the remains to be
negotiated once the preferred bidder selection has been announced.

(vi) The criteria against which proposals will be evaluated, including minimum
benchmarks that proposals must meet in order to be deemed responsive.

A template outline for the RFP Documents is separately provided

3. PPP Agreement

An integral part of the RFP Documents is a draft PPP agreement. A well-designed
contract is clear, comprehensive, and creates certainty for the contracting parties.
Because PPPs are long-term, risky, and complex, PPP contracts are necessarily
incomplete, that is, they cannot fully specify what is to be done in all future states
of the world. This means that the PPP contract needs to have flexibility built in to
enable changing circumstances to be dealt with as far as possible within the
contract, rather than resulting in re-negotiation or termination of the contract.

The aim of the PPP Agreement is therefore to create certainty where possible and
bounded flexibility where needed — thereby retaining clarity and limiting uncertainty
for both parties. This is typically done by creating a clear process and boundaries
for change.

The purpose of the PPP Agreement is to:
e govern the obligations and rights of the parties.

¢ define the scope of the contract and the responsibilities of the private partner
for the full contract cycle. This includes prescriptions and descriptions of
output targets (design, construction and financing, commissioning, operate
and maintain, hand-back) followed by the private partner’'s economic rights
(the right to receive payment for the work done).

e provide for mechanisms and procedures to monitor performance and
remedy lack of performance. This includes the definition of breaches and
the related penalties or liquidated damagess, or payment deductions, the
rights of the public party or lenders to step in, the right to inspect, and the
obligations on the private party to report, and so on.

e govern changes and risks affecting the successful outcome of the project
i.e. the framework for allowed changes in the scope of services and
obligations, and changes due to certain risk events occurring.

o define the mechanisms for payment, dispute resolution and contract
termination before the end of the PPP term.

It is the responsibility of the Public Partner to draft the Tender Documents with the
support of advisors and with consultation of the PPPDD.

The preparation of the Tender Documents can commence when PCN has been
approved and the detailed feasibility study (where applicable), preparation and
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structuring is finalised and assumes that advisors have been retained or relevant
expertise has otherwise been arranged for.

Preparing Tender Documents typically requires 6-12 months depending on the
complexity of the project and the PPP arrangement and the quality of the PCN/PED.

The Public Partner can, in discussion with their advisors and the PPPDD, consider
overlapping some of the activities in this Step 10 (Prepare Tender documents) while
the work on Step 9 (Finalise Project Preparation and Structuring) is on-going in
order to accelerate the overall delivery timescales. It is however advisable not to
launch the tender before all tender documents have been drafted, reviewed and
approved. International experiences learn that it is not uncommon that drafting upon
tendering often results in tender delays because of the finished documents have to
be reviewed and approved. Obviously to the extent appropriate tender documents
are to be based on templates that incorporate best practices and lessons learned
from prior tenders though customization will be required to address project specific
features.

The drafting of the Tender Documents will typically be led by the legal team though
will tap on the inputs from the respective experts, most notably:

o Financial/Commercial: for the financial capacity indicators, financial bid
evaluation approach, the bid security amount, the payment mechanisms, the
performance deduction regime and the different government support schemes,
risk allocation arrangements.

o Technical: For the technical capacity indicators, technical bid evaluation
approach, output specifications and performance standards.

The bid security amount should be set at a level that is sufficiently high to ensure
that prequalified bidders are committed to the procurement process, while not being
so high as to discourage them from taking part in the tender. In setting the amount
the size of the project, previous market precedence, regional practice for the sector
and the likely cost implications of having to re-tender the project. The transaction
advisors should set out their recommendations on the bid security amount as part
of the drafting of the Tender Documents.
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PROJECT STRUCTURING AND TENDER PREPARATION

Step 10: Review and approve Tender Documents

WHY

WHAT

WHO

Whereas the PED addresses the preliminary assessment of the project through a
feasibility study, based on a preliminary structure of the PPP arrangement, the RFP
Documents provide for the detailed structure of the PPP arrangement including the
allocation of responsibilities between the parties and timeline over which they will
apply. This will provide a clearer understanding of the corresponding fiscal
implications that will arise through direct and or contingent liabilities, leading to a
substantially more comprehensive and accurate assessment of the country’s fiscal
exposure. It is therefore essential that the Tender Documents are reviewed to
assess any increase in government fiscal exposure and for such increased
exposures to be approved in terms of the affordability and justification based on
review of corresponding updated analysis.

Furthermore, the Tender Documents will be formally legally binding documents in
engaging with the private sector. They describe the government’s rights, obligations
and commitments as well as the private partner’s rights and obligations. Given the
legally binding nature, it is critical that these documents are duly drafted and
subjected to a quality review to confirm completeness, cohesiveness, coherence,
and avoidance of any ambiguity or other grounds for misinterpretation. The PPP
agreements will need to be checked for compliance with the legal and regulatory
framework and to ensure consistency with government’s policy position agreed in
regulatory documents and precedent transactions.

This review is also a legal requirement as per Provision 28 of the Decree 720.

The review and approval procedure is based on the following criteria:

o Confirmation of Investment Decision based on Cost-Benefit Analysis (CBA)
updated to the extent applicable based on the finalised structure including the
suggested Output Specifications and Minimum Performance Standards.

o Confirmation of Procurement Decision based on value for money analysis
updated to the extent applicable based on the finalised structure including the
suggested Output Specifications and Minimum Performance Standards.

o Confirmation of Affordability based on the FCCL Summary Table updated to
the extent applicable based on the finalised structure including the suggested
Output Specifications and Minimum Performance Standards.

o Compliance Check confirming that all required proceedings as per the PPP
Law and Decree 720 and other relevant regulations have been fully complied
with.

To review the potential change in fiscal exposure created by the project, the FCCL
Summary Table should be updated and submitted for review and consideration.

The MoEF's gateway review of the Tender Documents consists of two stages:
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(i) Review and conclusion by PPPDD

(i) Review and concurrence by FRAD (in relation to any increase in fiscal
exposure)

WHEN Review by MoEF is to be concluded within 10 working days after receipt of Tender
Documents’?.

HOW In principle the Tender documents will not be approved if they are (i) incomplete
and or inaccurate, or (ii) the parameters of the project is substantially different from
that set out in the approved PCN or (iii) the proposed risk allocation implies a
substantial risk for the government or limited prospect for successful
implementation of the project as a PPP. If appropriate, the Tender document will be
returned for further consideration and or analysis. Alternatively, PPPDD may
request for submission of further reference material or clarifications from the Public
Partner.

A template checklist for review of the Tender Documents is separately provided.

Fiscal Management

In accordance with Annex 1 to Regulation No. 558, On the Procedure for Managing the State’s
Budgetary Obligations Arising from the Implementation of Public-Private Partnership Projects, the
following review and approval procedures apply:

As mandated by Paragraph 16, PCN, PED, and the financial section of the draft PPP agreement,
including fiscal-related sections, will be submitted by the Public Partner to the MoEF. The MoEF then
reviews the proposed project from multiple perspectives, including:

o Fiscal commitments and state support mechanisms.
e State guarantees and potential future fiscal obligations.

The FRAD assesses the PPP project within five (5) working days in accordance with regulatory
provisions, specifically evaluating:

1. The acceptability of the state’s direct obligations throughout the term of the PPP agreement.
2. The projected impact of risks that may arise during project implementation on the state's
contingent liabilities.

FRAD then provides a formal conclusion with recommendations to the PPPDD. If any of the
following deficiencies are identified:

e The state’s direct obligations exceed the budget limit established for PPP projects.

2 The deadline of 10 working days is suggested by the PPP Regulations 720. However, it is to be noted
that Tender Documents can be quite substantive and complex and may require more time for review.
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e The risks leading to contingent liabilities are not adequately specified.
e The calculation of contingent liabilities is inaccurate.

FRAD will reflect these findings in its conclusion and require the Public Partner to recalculate the
FCCL Summary Table accordingly.

The PPPDD consolidates the findings and recommendations into the MoEF’s official conclusion on
the PCN, PED, and financial section of the draft PPP agreement. This conclusion is then shared with
the Public Partner, who will have to address the comments and recommendations, including
recalculating the fiscal obligations arising from the PPP project. Once the MoEF’s comments and
recommendations are addressed by the Public Partner, the Public Partner will resubmit the revised
documents, including the final fiscal obligation figures, for verification to the MoEF.
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TENDERING

Step 11: Establish Tender Commission

WHY

WHAT

WHO

WHEN

To ensure a qualified and unbiased evaluation of the qualifications of prospective
bidders and the received proposals of qualified bidders in order to determine the
winner of the tender to conclude a PPP agreement.

The formation of a Tender Commission is a legal requirement, as outlined in
Chapter 8 of Decree 720.

The Tender Commission shall comprise of a wide range of qualified participants
and subject matter experts with the requisite expertise to (i) assess general
qualifications, such as the relevant industry experience of the Bidder, and to (ii)
scrutinize the viability of the Operational /Business Plan and legal framework
presented in the Technical Proposal. A Tender Commission may be established for
a specific project or for a specific sector.

The Tender Commission shall consist of representatives of

(i) Public Partner;
(i) MoEF;
(iii) any other members approved by the Cabinet of Ministers

The chairman of the Tender Commission is a representative of the Public Partner
reflecting the Public Partner’s ownership of the project.

Two representatives from the MoEF participate, one of whom holds a deliberative
vote, assigned to a representative from the PPPDD in practice. The representative
of PPPDD participates in the Tender Commission with a deliberative vote reflecting
the PPPDD’s mandate for implementing PPP policy and ensuring effective and
successful PPPs.

The Tender Commission shall consist of an odd number of members in order to
enable majority-based decision.

To ensure transparency of the tender evaluation and provide comfort and
confidence to interested parties that their bid proposals will fairly reviewed and
considered, the Members of the Tender Commission should be unbiased and free
from conflicts of interest. Members of the team must also commit to remaining
independent throughout the evaluation period, maintaining confidentiality of the
proceedings and their evaluation.

Public Partner

The minimum requirement is for the establishment of the tender commission to
occur at least 10 days prior to the tender launch. However, the Public Partner is
encouraged to establish the Tender Commission earlier, either alongside or before
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the approval of the tender documentation, or even sooner, with or following the
approval of the Project Concept.

The Tender Commission shall operate based on the following principles:

1.

The Tender Commission is competent to make decisions if at the meeting at
least seventy-five percent of the total number of its members are present, with
each member of the Tender Commission having one vote.

Decisions of the Tender Commission are made by a simple majority of votes of
the total number of voting members of the Tender Commission. In case of
equality of votes, the vote of the chairman of the Tender Commission is
decisive.

The Tender Commission shall keep minutes of its meetings, which are signed
by all its members present at the meetings.

Each Tender Commission member shall confirm in writing that they are free of
conflicts of interest and shall remain so throughout the evaluation proceedings.
The members shall also confirm their understanding of their evaluation
responsibilities and that they shall undertake their evaluation in a neutral,
unbiased manner, evaluating each proposal only on its own merit and solely
against the evaluation factors stipulated in the RFQ and RFP.

The Tender Commission shall:

a) Evaluate the submissions in response to the RFQ to identify those bidders
that are ‘qualified’ and permitted to compete in the RFP stage. The objective
of the evaluations is to provide an objective and defensible process to assist
in the prequalification of bidders.

b) Evaluate the submissions in response to the RFP and formulate the
proposal of the decision on the award of the PPP.

c) Carry out all other activities required for the implementation of the PPP
award procedure, including but not limited to:

e Prepare for the evaluation phase — define teams, governance and
prepare an evaluation manual

¢ Receive instructions on the approach to evaluation as developed for the
respective project

e Ensure transparency and fairness

e Authorise any responses to questions and requests for clarification
received within the deadline.

The Tender Commission may be supported by external experts/advisors as
subject matter experts. In this role, an advisor can suggest bidder clarifications,
review the submitted bid, analyse its compliance with the government's
requirements as set forth in the RFQ and or RFP, identify issues or concerns.
The Tender Commission shall take the final decisions on the evaluation and
scoring taking into account the submissions of the bidders and the analysis and
review carried out by the advisors.
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7. PPPDD will regulate the activities of the Tender Commission, assist in the
administration of the evaluation activity and help ensure that the evaluation
procedures are being adhered to.

8. The Public Partner shall act as the evaluation secretariat, and may be supported
by the external experts/advisors, in:

a) preparing copies of the documentation for the Tender Commission;

b) preparing the scoring sheets, spreadsheets, and other materials necessary
for reviewing the bids and compiling the scores, consistent with the tender
package;

C) organizing an in-person venue or on-line platform, and logistical matters for
the bid evaluation and ensuring that bid documents are delivered securely;

d) collating completed evaluation documents and scores; and

e) any other request for assistance that the Tender Commission deems
necessary.
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TENDERING

Step 12: Review and Approval of Establishment and
Composition of Tender Committee

WHY

WHAT

WHO

To confirm that the Tender Commission is duly qualified and capable of evaluating
qualifications and proposals for the prospective PPP in an efficient, effective and
integer manner.

The approval of the establishment and composition of a Tender Commission is also
a legal requirement as per Provision 34 of the Decree 720

Confirmation of the Cabinet of Minister of its acceptance of the proposal for the
composition Tender Commission or rejection of the proposal with the respective
reasons.

Public Partner and the Cabinet of Ministers

WHEN Within 10 working days after receipt of proposal for Tender Commission

HOW

1.

The Public Partner coordinates with the MoEF for nominations of their
representatives for the Tender Commission.

Public Partner submits to Cabinet of Minister proposal for composition of Tender
Commission including for each proposed member??:

a) Name

b) Designation

c) CV

Cabinet of Ministers reviews proposal with due consideration for

a) Qualifications of proposed members in terms of education, experience and
expertise

b) Compliance with legislative requirements
c) Avoidance of conflict of interest

Cabinet of Ministers presents its decision to the Public Partner with MoEF
copied

3 Whereas the regulatory framework does not require consultation from PPPD for this purpose, the
Public Partner is encouraged to seek PPPD concurrence for its proposal for composition of the
Tender Committee
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TENDERING

Step 13: Launch of the PPP Tender

WHY

WHAT

WHO

WHEN

HOW

The purpose of the tender is to generate as broad as interest as possible in the
PPP contracting opportunity, inform the private sector and the public on the project
and opportunity and how to gather more information on the opportunity, and openly
invite interested private sector bidders to participate in tender for the project, in
order to ultimately conclude and effectuate an agreement with a selected bidder.

The use of a competitive tender process to procure the PPP is also a legal
requirement as per Provision 43 of the Decree 720.

The tender is the formal process by which the Public Partner advertises and gives
notice of the RFQ process for a PPP project’.

The launch of a tender involves the publication of the invitation to tender in the mass
media and on the official websites of the public partner and PPPDD. This
publication will refer to a website or address where the full RFQ document can be
obtained.

Public Partner with consultation of PPPDD

Within 45 days after approval of Tender Documents

To effectively launch the tender, it is important that the Public Partner is well
prepared and has given careful consideration to the relevant proceedings for
engaging with the market.

For this purpose, the Public Partner is advised to follow the recommended
Procurement Strategy as suggested in the PED as may be amended subsequently
in the detailed feasibility study and the structure of the tender process.

Before launching the tender, an important step is to establish a data room for the
PPP project. The creation of the data room is essential for ensuring fairness and
transparency, as it provides all potential bidders with simultaneous and equal
access to the tender documentation and relevant project information. This not only
maintains a level playing field but also empowers bidders to conduct thorough due
diligence, enabling them to prepare well-informed and competitive proposals that
enhance the overall quality and success of the procurement process. Establishing

4 A typical PPP tender process assumes a 2-stage tender process involving a prequalification
process as initiated with the launch of the RFQ followed by the bid preparation and evaluation
process as initiated by the RFP.
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the data room at an early stage provides potential bidders with ample time to
conduct thorough analyses and prepare high-quality proposals.

It should be noted that the ideal timing for establishing a data room is after
completing the feasibility study and project structuring phase, once draft tender
documents—such as the RFQ, RFP, and draft PPP contracts—have been finalized.
At this stage, the data room can house comprehensive, accurate, and up-to-date
project information. Alternatively, it may be set up before or concurrently with the
issuance of the RFQ or RFP, ensuring bidders have timely access to critical
information for due diligence and bid preparation. Additionally, during the pre-bid or
market engagement phase, the data room can provide selective preliminary
information to support bidder consultations and foster meaningful market
participation.

Data rooms are typically libraries of numerous volumes of detailed records, reports,
and plans relevant to a specific (usually large) infrastructure project that bidders
may access while they are preparing their bids. For PPPs that require private
partners to take over the operation and management of existing facilities, having
access to historical design plans, asset registries, and operating and maintenance
data will be critical. For PPP projects in which the bidders will be assuming end-
user demand risks, having access to detailed demand, billing, collection, and
revenue records will also be critical.

Virtual’ data rooms (VDR) typically use webpages to make the tender
documentation, and other supporting materials available electronically to potential
bidders.

A physical data room shall also be maintained in a secured location. The physical
data room will be located within the Public Partner.

What Should the Data Room Contain?

The data room should include relevant project information to assist bidders in
their technical, legal, and financial due diligence:

1. Technical Information:

o Feasibility study reports (technical designs, preliminary drawings,
site assessments, surveys).

o Environmental and Social Impact Assessments (ESIA).

o Existing infrastructure conditions (if applicable).
2. Financial Information:

o Cost estimates (CAPEX and OPEX).

o Revenue projections, demand studies, and tariff analysis.
3. Legal and Regulatory Documents:

o Draft PPP contracts.

o Regulatory framework and applicable laws.

o Permits, licenses, or approvals already obtained or needed.

4. Risk Assessments:
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o Risk allocation matrix.

o Mitigation measures and government support mechanisms (e.g.,
guarantees).

5. Procurement Documents:
o RFQ, RFP, evaluation criteria, and instructions to bidders.

‘Greenfield” PPPs that feature the construction of brand-new facilities on vacant
land and have a single public sector off-taker (such as for the construction of new
schools or hospitals or public buildings) usually require smaller levels of background
information (and therefore smaller physical and/or virtual data rooms) than do
‘brownfield’ PPPs or PPPs that transfer market demand risks onto private partners.

The Public Partner, with support from its advisors, will oversee the management of
the VDR/physical data room throughout the tender process. This includes issuing
a Confidentiality Agreement to potential bidders, which must be signed and returned
to obtain phased access to the tender package. Once the Confidentiality Agreement
is received, bidders will be granted progressive access to the tender documentation
as appropriate:

o Initial Phase: Access during RFQ (limited information to assess eligibility).

e Proposal Phase: Full access during RFP stage for prequalified bidders to
support detailed proposal preparation.

o Clarifications: Allow bidders to submit questions and obtain clarifications
via the data room.

76



TENDERING

Step 14: Evaluate Qualifications

WHY

WHAT

WHO

WHEN

To form a list of bidders that passed the preliminary qualification ensuring a
manageable and competitive pool of reputable and capable companies or
consortiums that have expressed interest in response to the RFQ through an
application — which can also be referred to as a Statement of Qualifications (SOQ)
- and informing all applicants on the outcome of this evaluation.

The evaluation of qualifications as part of a two-stage tender process is regulated
by Chapter 9 of the Decree 720.

To conduct pre-qualification, at least two applicants must participate. If the Tender
Commission finds the tender offers of all applicants not in accordance with the
requirements of the request for tender offers, as well as if the number of applicants
who passed the initial qualification is less than two, the tender is deemed not to
have taken place, and the tender commission has the right to announce a repeat
tender.

However, from a practical point of view and in line with good practice a tender where
between three to five bidders are pre-qualified is considered to be optimum.

Although a minimum of two bidders can ensure a competitive proposal being
submitted, there is always a risk that in between the bidders being prequalified and
the RFP being submitted one of the bidders may decide not to bid. Therefore, if a
minimum of three bidders are prequalified than this risk is averted. Similarly, given
the high cost to the private sector of submitting proposals a maximum of five pre-
qualified bidders will give bidders a reasonable chance of success whilst
maintaining an appropriate competitive environment.

For straightforward and simple PPP projects such as for example in the sphere of
renewable energy, it may be considered to increase the maximum. In such
circumstances the costs to the bidders for preparing a bid tend to be lower than for
more complex PPP projects and bidders are likely to accept a lower probability of
success as the costs are lower.

Tender Commission. Where necessary the Public Partner and its advisors as well
as representatives from PPPDD organised through a Project Team may support
the Tender Commission in logistical and technical matters.

The deadline for submission of tenders (offers) shall not be less than thirty calendar
days from the date of publication of the invitation to tender. In practice, it is
recommended for a 2-stage tender process to allow 2 to 3 months for interested
parties to prepare an application i.e. SOQ as to be stipulated in the RFQ.

For a one-stage tender process, which may be required for privately initiated PPP
projects and involves not only the qualification bid but also the preparation of
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technical and financial bids, the typical bid preparation period ranges from 3 to 5
months. This timeline may be further adjusted depending on the specific
characteristics and complexities of the project.

The Decree 720 suggests that evaluation of qualifications is to be completed within
at least 45 calendar days. In most cases this timeline can be readily met, however,
it could become challenging in circumstances where a large number of SOQs are
received and extensive amount of information requested. Therefore, careful
planning of the evaluation proceedings will be required well in advance including
ensuring availability of the members of the Tender Committee, to ensure that the
timelines are met.

Evaluation Timetable

A timetable for evaluating qualifications shall be established by the Public Partner
in the Tender document. The Tender Commission shall ensure that the timetable is
adhered to and recommend resource allocation as necessary to meet the
evaluation timetable requirements.

Preparing the Evaluation

1. Prior to the commencement of evaluation, the Public Partner with support from
its advisors shall prepare and provide to the Tender Commission the SOQ
evaluation templates and such other documentation that may be necessary to
conduct the qualification evaluations, including any further instructions and
guidance material that may be necessary.

2. The Tender Commission must ensure the SOQ evaluation templates (and any
further instructions and guidance material) mirror the structure and indicated
criteria and process of the RFQ.

3. The Public Partner shall introduce the Tender Commission to the requirements
of the evaluation, the process for assessing and evaluating the qualifications,
and answer any questions related to the responsibilities of the Tender
Commission (including for example, confidentiality, maintaining objectivity,
being free from conflicts of interest, clarifying evaluation criteria, etc.)

Opening of SOQs
1. All SOQs received shall remain unopened through the RFQ closing date.

2. The Tender Commission shall open SOQs at the same time and in according
with any procedures specified in the RFQ. Evaluation of SOQs is to occur
promptly after opening of the SOQs.

SOQ Evaluation

1. Bidders that respond to an RFQ and comply with all RFQ procedural and
substantive requirements for submitting an SOQ, shall be referred to as
compliant applicants.

2. Using the RFQ, SOQs, and evaluation process established for the tender, the
Tender Commission shall evaluate the SOQs submitted by applicants. The
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purpose of the evaluation is to identify those bidders that are qualified and place
those on a list of qualified bidders who are permitted to compete in the next
stage of the PPP tender process, the Request for Proposal (RFP) stage.

The Tender Commission shall objectively and consistently evaluate the SOQ
submissions it receives.

Compliance Screening

1.
2.

SOQs must contain the information specified within the RFQ.

One or more individuals of the Tender Committee, supported by their Advisor
and/or the PPPDD, using a checklist based on the RFQ, shall review and
document the materials submitted by bidders for compliance with the RFQ
requirements including the administrative, technical capacity and financial
capacity requirements.

Responsive SOQs are those that have no major deviations from the RFQ
requirements.

Minor clerical mistakes and other nonconformities may be accepted so long as
they do not affect the substantive submission of the bidder.

Partial, incomplete, invalid or substantially nonresponsive SOQs may be
deemed nonresponsive and rejected and the Tender Commission shall make a
written record of the objective basis for such rejection.

Reference Check and Pass/Fail Criteria

1.

If references were requested as part of the SOQ, one or more representatives
from the Tender Commission may contact the references provided by the
bidders and record any feedback received in the official record of the bid.
Project and sites visit may be conducted if necessary, and questionnaires and
other written responses may also be used to check references.

If the qualification criteria include pass/fail criteria, the Tender Committee,
based on their respective areas of expertise, is to perform a qualitative
evaluation of whether the material submitted is substantively sufficient to
warrant a ‘pass’ determination on each pass/fail criterion.

Evaluation of SOQs

1.

The Tender Commission, including any technical, financial, legal or other
subject matter expert evaluators, and where necessary with support from
Transaction Advisors, are to review the SOQ materials of each and all bidders
and provide detailed feedback as to the strengths and weaknesses of each
S0Q, recording their observations on qualification evaluation templates which
will be retained as part of the official tender record.

It is not required that all members of the Tender Commission evaluate every
section of the SOQ. Evaluators may be assigned specific areas to review
according to their area of expertise.
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a) The evaluation shall use only those criteria that have been set out in the
RFQ and shall apply those criteria in a manner as specified in the RFQ. No
criterion shall be used that has not been set out in the RFQ.

b) After all evaluations have been completed, they will be reviewed for
compliance, and if applicable, any weighted scoring will be tallied by the
Public Partner and/or the PPPDD, with prequalified bidders subsequently
identified

c) The Tender Commission may conduct meetings to determine on a
consensus basis the evaluation of each SOQ.

d) In the event that at least 2 bidders are not prequalified, the Tender
Commission will recommend to the Public Partner to cancel the tender. It is
up to the Public Partner to revisit its proposition which may include redrafting
of the Tender Documents in an attempt to expand the competition for the
PPP opportunity, which will have to be cleared by MoEF.

Clarification of SOQs

The Tender Commission with the Evaluation Secretariat’s assistance may contact
bidders for the purpose of clarifying any materials submitted in their SOQs. If
clarifications are made, those clarifications will be in writing and reviewed along with
the original SOQ materials.

Qualifications Evaluation Record

The Tender Commission with the assistance of the Public Partner and its advisors
shall write a Qualifications Evaluations Report (QER) recording the results and
activities of the evaluation including the objective basis for its qualification
recommendations.

An outline of such QER is separately provided.

Evaluation Confidentiality

Information relating to the examination, clarification, and evaluation of qualifications
shall not be disclosed to bidders or other persons until the qualified bidders are
notified.

Bidders may not contact the Tender Commission, Public Partner or PPPDD during
the qualification evaluation, directly or indirectly, to inquire about the outcomes of
the evaluation process. The Public Partner at the request of the Tender
Commission may contact bidders only to ask questions or to seek clarifications on
SOQ materials.

If unsolicited comments or information is received, any such information may be
acknowledged and recorded as being received, but may not be used except to
improve the process, such as ascertaining the fairness or accuracy of qualification
representations, however it shall not be used to change or modify the qualification
materials.
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Notification of Qualified Bidders

After concluding the evaluation, the Public Partner shall notify the prequalified
bidders that they have been prequalified and may participate in the RFP stage of
the tender. A formal announcement, identifying the RFQ number and title, the
project name, the qualifies bidders, and the address of each bidder, shall be posted
on websites of PPPDD and the Public Partner.

Debriefing of Unsuccessful Applicants

Unsuccessful applicants may submit written requests for debriefing. Upon receipt
of a written request, the Public Partner shall have the right, but not the obligation,
to perform one-on-one debriefing sessions with, or provide written responses to,
bidders who were not qualified through the RFQ process. The debriefing shall be
limited to feedback on the strengths and weaknesses of their SOQ and how it could
be improved.
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TENDERING

Step 15: Facilitate Bid Preparation

WHY

WHAT

WHO

WHEN

Preparing a bid in response to an RFP is an intense and highly demanding activity
for prequalified bidders that is subject to time and cost constraints. Bidders will
weigh the stringency of the requirements and corresponding time and cost
implications with the probability of winning the tender and the return potential.

Presenting an attractive PPP project and qualifying reputable and competent
bidders are conditions for an effective competition, however. Public Partners can
also facilitate the bid preparation to improve its efficiency and enhance the
likelihood of receiving high-quality proposals.

Furthermore, to minimize the risk of bidders deciding not to submit a bid and thus
reducing the competitiveness of the RFP process the Public Partner should be as
supportive as possible to all the prequalified bidders without distorting the level
playing field.

Facilitating the bid preparation entails the following key tasks:
1. Answering bidders’ questions, and providing regular updates to bidders;

2. Manage updates to bid documents and distribution to prequalified bidders, as
required; and

3. Update the bid process schedule, confirming milestones, task allocation, critical
decision points and responsibility allocation.

Public Partner and its advisors in coordination with the PPPDD, where applicable.

Facilitating the bid preparation commences upon issuance of the RFP covering the
entire period of bid preparation until bid submission.

As per the Decree 720, it is suggested that

(i) In case of single stage bidding of privately initiated PPPs, the period for
submitting bid proposals for participating in the bidding should be at least
30 calendar days as of the date of announcement for the bidding; and

(ii) In case of two stage bidding, the deadline for submitting bid proposals shall
be indicated in the RFP and it shall be at least 45 calendar days as of the
date of sending such RFP for the bidders who passed the preliminary
qualification.

In practice, the time period for bid preparation should be set challenging but
realistically to allow bidders sufficient time to prepare an appropriate bid.

Unrealistic timetables may discourage otherwise prequalified bidders from
submitting a proposal reducing competition and thus value for money.
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Thus, depending on the complexity of the project (in technical, financial, and legal
terms) and the degree of advance preparation required, a much longer period may
be required. A decision should be taken on a project-by-project basis as to whether
a longer period is required. For instance, in the sample of international PPP projects
listed below, the time allowed to prepare RFP responses ranged from just over 1
month to 6 months)

Country Project Sector Tender Process Bidding Period
(number of days)
Brazil Abastecimento de Agua | Water/ Single-stage open tender 33

Potavel e Esgotamento | wastewater
Sanitario (Sumaré)

Philippines | Cavite-Laguna Expressway | Road Single-stage open tender 70

Brazil Hospital da Zona Norte | Health Single-stage open tender 106
(Amazonas)

Australia Ravenhall Prison Project Prison Two-stage tender with short listing | 147

and interactive tender process

South Gautrain Rapid Rail Link Rail Two-stage tender with short listing | 180

Africa and interactive tender process

SOURCE: PPP Cettification Guide

Initial response to RFP

Once the Bidders have access to the tender package, they may be requested to
return a set of Technical Forms provided within the RFP (either in hard copy or soft
copy — to be sent to the designated email address), by a specific deadline. This may
be related to providing confirmation of their intention to participate in a Site Visit,
and/or participate at a Bidders’ Conference.

Manage Requests for Clarification

Upon the release of the tender package, Bidders may submit questions/comments
towards informing their preparation of the Proposal. Bidders will be given a deadline
to submit their clarifications/comments to the Public Partner after the official release
of the bid documents. The deadline for submitting clarifications/comments will
depend on the overall timeline provided for the RFP process but will generally need
to be submitted at least 2-4 weeks prior to RFP submission date.

The tender package will include a clarification request template, so that any
clarifications/comments received are systematically recorded. The Public Partner
will manage the process of drafting responses to all such queries with support from
its advisors. The completed clarification request template with all responses will be
authorised by the Public Partner and the PPPDD and will be uploaded in the Data
Room(s) — so that all prospective Bidders are provided with the same level of
information.
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Arrange Site Visit(s)

Some PPP projects that require complex construction activities, such as the
construction of a new road along a lengthy corridor or solar/wind power generation
projects, may include ‘site inspections’ and ‘walk-throughs’ hosted by the Public
Partner for Bidders’ technical staff to physically inspect key project sites first-hand.
Site visits should be conducted between 4 — 8 weeks after the issuance of the RFP,
to allow sufficient time for logistics and planning.

Depending on the extent of pre-qualified Bidders, it may be beneficial to either
coordinate site visits for each pre-qualified Bidder, or to coordinate one collective
group visit.

The Public will oversee the site visit(s) and respond to any questions/requests for
clarification raised during the visits. A Site Visit Attendance Log will be completed
for recordkeeping.

Any questions that emerge from these visits will be submitted to the Public Partner
in writing, and both the full text of the question as well as the full text of the answer
or response by the Public Partner will be authorised by the Public Partner and the
PPPDD and distributed to all pre-qualified bidders.

Host a Bidder’s Conference

The Public Partner may host a Bidders’ Conference for pre-qualified Bidders. The
Bidders’ Conference is an important milestone in any transaction process. Typically,
the Bidders’ Conference provides Bidders with an opportunity to raise any
comments or questions for clarification in response to the bid package and any
other relevant issues, and to discuss the project’s key parameters.

Bidders are usually provided with an opportunity to submit comments and questions
for clarification on the bid documents, in the run up to the Bidders’ Conference.

The Bidders’ Conference will include a presentation by the Transaction Advisor, to
provide an overview of the bid process, evaluation criteria, and revised transaction
schedule.

Manage any Revisions to the Tender Documents

Following the receipt of clarification questions, and following the site visit/Bidders’
Conference, there may be a need to incorporate specific revisions to the tender
documents and/or the Draft PPP Agreement in the Data Room(s). The Public
Partner, with the endorsement of the PPPDD, is responsible for making these
revisions. All Bidders will be notified by the Public Partner if revised documentation
is re-issued through the Data Room(s).

84



TENDERING

Step 16: Selection of Winning and Reserve Bidder

WHY

WHAT

To conclude the tender process in a non-discriminatory and transparent manner
and identify the most advantageous proposal received.

Bid evaluation proceedings are regulated by Provisions 42 — 51 of the Decree 720.
There are two basic options for the bid evaluation:
1. Price only evaluation

2. Price and quality evaluation

1. Price only evaluation

In a price only evaluation the technical proposal will be evaluated based on a
pass/fail principle and the contract will be awarded to the technically conforming
bidder that quotes the lowest price. This can be for example the lowest tariff, the
lowest availability grant, the lowest subsidy required, the highest concession fee or
any other price indicator.

Such an approach is least subject to the risk of challenges as the award criteria is
objective and measurable. A ‘price only’ evaluation may be used in projects where
the Public Partner is focused on receiving the best priced solutions that meets
minimum technical requirements and is not interested in higher priced proposals
that deliver a better quality solution e.g. more friendly for environment, better
technical design or less disturbance upon implementation. Therefore, a price only
evaluation can be considered for less complex projects with simple output
requirements where the difference in quality of the technical and/or commercial
solutions is less relevant.

2. Price and quality evaluation

Alternatively, the Public Partner can also take into account the quality of the
proposed technical solution. Such an approach is also known as Most Economically
Advantageous Tender (MEAT) or Quality Cost Based Selection (QCBS).

This approach assumes a scoring and corresponding ranking of the Technical
Proposals based on a set of weighted criteria and combines that with the evaluation.
The total score is then based on the weighted score of the Technical Proposal and
the weighted score of the Financial Proposal (with the lowest bid scored at 100%
and the others pro rata). The consequent evaluation of 2 received bids could be as
follows.
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Weight Score Bid 1 Weighted Score Bid 2 Weighted
score score
Technical Proposal 70% 80 56 70 49
Financial Proposal 30% 90 27 100 30
Total score 83 79

Bid 2 is more attractive from a financial perspective though when considering the
qualitative merits of Bid 1, the proposal as per Bid 1 is more attractive.

The drawback of MEAT is that defining the criteria, their weights and their scoring
method is a sensitive and challenging exercise. If not done properly, the evaluation
may be overly subjective and subject to the risk of being challenged. It therefore
requires an objective and measurable set of criteria.

MEAT is likely to be more appropriate for the complex and innovative projects
where there can be a broad range of possible technical solutions and where the
difference in quality is relevant from a value for money and value for people
perspective.

Tender Commission. Where necessary the Public Partner and its advisors as well
as representatives from PPPDD organised may support the Tender Commission in
logistical and technical matters.

As per the Decree 720, it is suggested that

(i) In case of single stage bidding, bids should be evaluated within at least 30
days; and

(ii) In case of two stage bidding, bids should be evaluated within at least 45
days

The estimated time required will much depends on the number of bids received and
the complexity of the project (size, technology, innovation, etc.) together with the
amount of technical and financial criteria being evaluated. For the larger, more
complex PPP projects, the evaluation may take up to 1 — 3 months. However, for
smaller, simpler PPP projects with simple technical output standards using well-
established technologies, the evaluation and announcement process may only
require 2-6 weeks to complete.

Preparing the Evaluation

1. Prior to the commencement of evaluation, the Public Partner, with the support
of its advisors/experts shall prepare and provide to the Tender Commission the
bids, bid evaluation templates and such other documentation that may be
necessary to conduct the bid evaluations, including any further instructions and
guidance material that may be necessary.
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2. The Public Partner shall ensure the bid evaluation templates (and any further
instructions and guidance material) mirror the structure and indicated evaluation
criteria and process of the RFP.

3. The Tender Commission may receive training to familiarize it with the
requirements of the evaluation, process for assessing and evaluating the bids,
and answer any questions related to the responsibilities of the Tender
Commission (including for example, confidentiality, maintaining objectivity,
being free from conflicts of interest, clarifying evaluation criteria, etc.)

Opening

Technical bid opening will be carried out at the time of the deadline of submission
in a place, whether physical or virtual, to be communicated to bidders in the RFP.
The RFP may set out that all prequalified bidders who submitted bids can attend
this event, in addition it may also invite other relevant stakeholders, including
interested lenders, relevant donor agency officials, and the local business press.
Arranging such a public event will serve to strengthen the transparency of the
overall tendering, procurement, and bid selection process, and improve the
confidence of all parties that the process is being conducted fairly. Usually such
events feature a high-level representative of the Public Partner, announcing the
following for each technical bid package received:

o The name of the party that is submitting the bid written on the outside of the box
or envelope containing the Technical Proposal, followed by breaking the seal of
the box/envelope and accounting for all volumes of the Technical Proposal
enclosed, their titles, and the number of copies provided; and

o Any planned dates for next steps, such as: When the Tender Commission
expects to complete its review of Technical Proposals; Planned dates for the
opening of financial bids and the announcement of the preferred bidders. Such
announcements should strive to be accurate and should not “over-promise and
under-deliver.” Making such announcements helps gives confidence to bidders,
lenders, and other stakeholders that procurement process will continue to move
smoothly, transparently, fairly and effectively.

Bid Evaluation

1. Using the RFP and bid evaluation process established for the tender, the
Tender Commission shall evaluate the bids submitted by the qualified bidders.
The purpose of the evaluation is to rank the qualified bidders’ bids and identify
a wining and reserve bidder.

2. The Tender Commission shall objectively and consistently evaluate the bid
submissions it receives.

Compliance Check
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Bids must contain the information specified within the tender requirements of
the RFP.

One or more individuals of the Tender Committee, with the support of the
advisor/expert using a checklist based on the tender requirements, shall review
and document the materials submitted by qualified bidders for compliance with
the bid requirements. This includes among others the requirement to have
separate envelopes for the Technical respectively the Financial Proposal with
no financial bid information included in the Technical Proposal.

No review of substance or the quality of submission is done with this initial
screening, only a review of whether the documents and submission materials
comply with the bid submission requirements.

Responsive bids are those that have no major deviations from the bid
requirements.

Minor clerical mistakes and other nonconformities may be accepted so long as
they do not affect the substantive submission of the bidder.

Partial, incomplete, invalid or substantially nonresponsive bids may be deemed
nonresponsive and rejected and the Tender Commission shall prepare a clear
written record of the objective basis for such rejection.

Technical Evaluation

1.

The Tender Commission shall review bid materials of each and all qualified
bidders and provide detailed feedback as to the strengths and weaknesses of
each bid and identify the need for clarification of any bid elements, recording
their observations on form evaluation templates which shall be retained as part
of the official tender record.

It is not required that all members of the Tender Commission evaluate every
section of the bids. Evaluators may be assigned specific areas to review
according to their area of expertise.

The technical evaluation shall use only those criteria that have been set out in
the RFP and shall apply those criteria in the manner specified in the RFP. No
criterion shall be used that has not been specified in the RFP.

When a proposed technical solution is required in the RFP it must be checked
against the stated technical requirements, including performance standards.
The purpose is to ensure the bid can realistically deliver the project’s output
requirements and do so to the required standard.

Bids that satisfy the minimum technical requirements or beat the cut-off score
would proceed to financial evaluation. Bids that fail to meet the cut-off would not
be considered for financial evaluation.

The announcement of the technical evaluation results will follow this review.
The Public Partner will communicate via courier and/or email the result of the
technical evaluation to all the bidders. The announcement of the technical
evaluation of PPP proposals is done prior to and distinctly separate from the
evaluation of financial and cost proposals. It is usual at this stage, for the
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unopened financial envelopes of all bidders deemed to have failed the technical
evaluation to be returned to each bidder by the Public Partner.

Financial Evaluation

1.

This is the procedure to be followed for the transparent opening of the financial
and cost proposals submitted by bidders who have been found to be “technically
responsive.” Bidders who have passed the technical evaluation will be invited
to the opening of the financial proposal. This activity leads directly to the
determination of the preferred bidder. Note that this procedure, to be carried out
by the Tender Committee, comes after, and is distinctly separate from the
previous evaluation of the technical proposals.

The purpose of this procedure is to ensure full transparency in both revealing
the important final prices that have been proposed by each bidder, and in the
process for determining the ranking of the preferred bidders.

The particular focus of the financial bid will have been clearly specified in the
RFP, along with instructions for how the financial aspects should be presented
in the bid.

The financial components of the bids can be entered into the financial model for
the project and analyzed against the financial criteria. The bid presentation
instructions should be chosen to make it easy for the evaluation team to enter
the financial details into the model.

The financial bid should be reconciled to the bidder’s financial model and the
bidder’s financial model should be reconciled to the technical proposal.
Furthermore, it should be verified that the bidder’s financial model has no
material omissions, circular references, discrepancies, or other inaccuracies. It
may be considered to require a recognized third-party opinion (e.g. audit firm or
otherwise) to confirm that the financial model is accurate and reliable.

The evaluation should consider the whole-of-life costs or payments in the bid.
Net Present Value should be calculated to enable comparison between bids
with different cash flow timing. Most often the bidder making the best financial
offer (lowest price, highest concession fee payment etc) would be selected as
the preferred bidder.

If a formula approach is being used to assess the technical and financial
components together then the financial bid would usually be converted to a
standardized score so that it can be combined with the technical score.

Reality check — Speculative bids

1.

Financial bids should be subjected to a reality check to test for speculative bids.
The purpose of a competitive bidding process is to incentivize bidders to make
the best offer that they can realistically deliver and seriously intend to provide.
Speculative bids short circuit the competitive process and should be rejected as
non-conforming.
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In a speculative bid the bidder offers a price that is below what they are actually
willing to honor. The purpose is to get selected and then attempt to enter direct
negotiations and revise the price upward.

It can be difficult to tell if a bid is speculative. The best guide for the Tender
Commission will be the financial model and the benchmark cost that was
developed in upon project evaluation. This should provide an indication of a
reasonable range of realistic cost savings.

In some cases a bid that is notably lower than the benchmark may be
representative of the private bidder’s actual efficiency advantage or willingness
to accept a small margin. However, in other cases a financial bid will clearly be
unrealistic and can be rejected.

If the Tender Commission suspects that a bid is speculative but is unsure it
should request detailed project costings and request written clarifications from
the bidder on selected financial aspects of the bid. The Tender Commission
should also reserve the right to award the project to a reserve bidder if the
preferred bidder attempts to revise the financial conditions of its bid without due
justification.

Clarification Meetings

1.

Bid clarification meetings may be conducted and/or clarification queries may be
issued in writing after the bids have been received and if during the evaluation
process the Tender Commission identifies the need for clarifications. The
purpose of the bid clarification meetings and/or bid clarification is to:

a) Clarify any aspects of the bid that are not clear to the Tender Committee.
b) Request missing information as per the tender requirements.

c) Request additional information to help strengthen the Public Partner's
negotiating position with the bidder during final negotiation(s).

In typical circumstances the bid clarification should be sought in writing.
However, where the matter is complex and is expected to require
supplementary questions to clarify the issue or there are multiple queries arising
than bid clarification meeting can be considered. The key public-sector
representatives in the bid clarification meetings and the preparation leading to
these meetings will be the concerned Public Partner and any members of its
advisory team they may designate. In addition, senior and technical
representatives of PPPDD may participate.

Prior to the actual meetings, the following preparatory steps shall be undertaken
by the Public Partner with guidance from the Tender Committee:

a) The dates and venue for the clarification meetings shall be agreed and
communicated to the bidders.

b) Venue and related arrangements put in place.

c) Clarification questions shall be prepared in advance, sent to the bidders no
less than ten (10) business days prior to bid clarification meeting date, and
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split into technical, commercial and financial, and legal questions, as
appropriate.

d) The Public Partner shall make the arrangements for conducting the
clarification meetings, who shall attend the meetings and the organization
of the teams including technical, commercial and financial, and legal
clarification teams comprised of the relevant experts and appoint a leader
for each relevant team.

e) The Public Partner shall prepare a template for use during the clarification
meeting. The template, as a minimum, shall contain details of the specific
reference to the bid document, the clarification question, and the preferred
position of the Public Partner if necessary.

f) The response from the bidder will be recorded during the clarification
meetings and subsequently conveyed in writing to confirm interpretation of
the requested clarification.

Conclusion

To conclude the evaluation, the Tender Commission will most likely take one of the
following decisions:

1. Identify a winning bidder and reserve winning bidder.

2. Upon due diligence if the Tender Commission identifies issues with the proposal
of the Winning Bidder, they may declare the Reserve Winning Bidder as the
Winning Bidder.

3. Cancelling and repeating the tender if the required minimum number of bids are
not received.

The findings and the recommendations are to be duly reflected in a Bid Evaluation
Report. The report outlines the Tender Committee’s evaluation activities, the tally
of the evaluations, the rank of the bids, and their recommendation for the preferred
bidder.
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TENDERING

Step 17: Negotiate PPP Agreement

WHY

WHAT

WHO

WHEN

Even after bidders have received clarifications or have commented on draft
versions of the PPP agreement during the procurement phase, there might still be
other important details that will need to be resolved and agreed upon before the
final PPP contract can be signed between the Public Partner and the winning
bidder.

If lenders have not been previously engaged by the Winning Bidder, they may also
have demands at this stage that create pressure to negotiate on elements of the
contract and risk allocation. These can include for example updating cost figures
according to clear cost escalation formula and asset condition following pre-
handover inspection. During this process, it is important that the Public Partner does
not allow the proposed value for money gains that have been achieved through the
competitive pressures of open tendering to be eroded (or transferred back onto the
Government) by the winning bidder.

The principles underlying the negotiation of a PPP agreement are stipulated
Chapter 10 of the Decree 720.

The negotiation proceedings include:

o Providing a detail list of items to be negotiated with the winning bidder and
inviting the winning bidder to do the same. It is advisable to ensure that items
should not include any general or specific clauses in the agreement, unless
items were marked during the procurement phase as to be concluded post-
award.

o Working with the Transaction Advisor to prepare adequately for the negotiation.
A pre-negotiation workshop shall be carried out between the Public Partner and
the PPPDD adopting a position on each item proposed to be raised by the
winning bidder.

o Continuously assessing the economic advantage of the Winning Bidder’s offer
throughout the negotiation. If the value of the offer falls below the proposition of
the Reserve Bidder, then the Public Partner shall communicate this depreciation
in value to the Winning Bidder. The Winning Bidder can re-then examine and
improve its offer during the negotiations to maintain the economic advantage of
its offer.

Public Partner and its advisors with the support of the PPPDD

As per the Decree 720, negotiations are to take place, if necessary, after
identification of the Winning Bidder. The negotiations should be completed prior to
the expiration of the period specified in the tender documentation.
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The amount of time required to carry out negotiation depends on the nature, the
complexity, and especially the perceived risk exposure and allocation structure of
the specific project. For the larger, more complex, or “riskier” PPP projects, this
procedure may take around 4 weeks to complete, or even beyond. However, for
smaller, simpler, or less risky projects, this procedure may only need around 2
weeks to complete.

On identification of the Winning bidder and, if applicable, completion of negotiation
and approval of updated PPP agreement, the Public Partner shall make an official
announcement of the Winning Bidder and the parties must sign the PPP Agreement
within 10 calendar days, also known as Commercial Close.

If, after the expiration of the period specified in the tender documentation, the
Winning Bidder does not sign the PPP agreement or the Tender Commission
identifies any misrepresentations on the part of the Winning Bidder, the Tender
Commission shall decide to disqualify such a winner, declare the Reserve Winner
as the new winner and offer him to sign the PPP agreement on the terms and
conditions initially proposed to the previous winner within ten calendar days from
the date of decision on disqualification. If the Tender Commission does not receive
a positive response from the Reserve Bidder within thirty calendar days from the
date of sending him a proposal to conclude a PPP agreement, the tender
commission shall recognize the tender as invalid and announce a re-tender.

Negotiation(s)
A negotiation team shall conduct final negotiation(s) with the winning bidder.
Preparation for Negotiation(s)

The Public Partner shall appoint a negotiation team comprised of representatives
from the concerned Public Partner and PPPDD with expertise in the anticipated
topics of negotiation. Additional experts may be brought in to participate in the
negotiation if more specialized expertise is required. Prior to the final negotiation(s)
meeting, the following preparatory steps shall be undertaken:

e The dates and venue for the final negotiation(s) shall be agreed and
communicated to the appropriate bidders

e Venue and related arrangements put in place

e Formulate and document its negotiation strategy including identify each
negotiation point as one of high, medium or low importance, especially with
respect to the legal clarifications in relation to the project agreements and other
legal documentation and the project team’s preferred position noted for each
point. This shall be set out in a document which shall be approved by the Public
Partner and the PPPDD.

e A lead negotiator shall be appointed by the Public Partner.

Conducting Negotiation(s)

The negotiation team shall conduct the final negotiation(s) as follows:
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Prior to commencement of negotiation, a record shall be taken of all attendees
by a member of the negotiation team.

The lead negotiator shall conduct the negotiation meetings.

This process shall continue iteratively including seeking guidance from higher
authorities where a revised negotiation point is required from either party.

The negotiation shall be limited in scope and limited to improving the terms and
conditions or providing further clarity of a bid for the government. Deviations
from the submission of bids is discouraged.

Winning Bidder shall present its position in terms of suggestion and or
clarification on each position, which will be subsequently reviewed and
assessed by the Public Partner and its advisors.

The process shall conclude when a final agreed upon position has been
reached on all negotiation points. The document identifying the final position
on each negotiated point will be sent to the winning bidder to be signed off as
acceptance of the final definitive document capturing the negotiated points and
the PPP Agreement will be updated accordingly.
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TENDERING

Step 18: Review and approve PPP Agreement

WHY

WHAT

The PPP agreement is a document that will bind the government for a long period
of time with a private partner. It stipulates the enforceable rights and obligations of
both parties. It is important that these rights and obligations are described
unambiguously and in line with the underlying assumptions regarding value for
money and affordability, and to minimise the risk of re-negotiations. It is therefore
good practice to have a final review and approval of the contract to confirm it meets
the government’s interests and conditions, even though this has not been
envisaged in the prevailing regulatory context.

Particularly, as the contract may have deviations — ideally immaterial, though
potentially substantive - from the preceding documents submitted for approval
following finalisation of the contract structure, possible negotiations and
incorporating the proposal from the winning bidder, with a price that could be
different from that assumed upon preparation.

Although the draft PPP agreement has been reviewed and approved by the PPPDD
and FRAD, it may deviate from the final PPP agreement following the results of the
bid process as a result of incorporation of amendments following bid clarifications
and negotiations.

The PPPDD should be involved in reviewing and authorising such deviations to
ensure that project arrangements as set out in the PCN do not need to be amended
and there is no material change in the structure of the project. It also essential for
any potential fiscal impact to be considered by FRAD.

The approval of the Final Draft PPP Agreement to be signed between the Public
Partner and the Winning Bidder is based on the following criteria:

o Confirmation of Value for Money based on value for money analysis updated
to the extent applicable based on the finalised structure including the agreed
upon Output Specifications, Minimum Performance Standards, Payment
Mechanism, Government Support Schemes and Risk Allocation.

o Confirmation of Affordability based on Fiscal Impact Analysis updated to the
extent applicable based on the finalised structure including the agreed upon
Output Specifications, Minimum Performance Standards, Payment Mechanism,
Government Support Schemes and retained risks as per the Risk Allocation.
There may be a need for a separate Government Support Agreement between
the Winning Bidder and the Ministry of Economy and Finance (rather than the
Public Partner) regulating the different government support schemes and
confirming recourse to the government’s budget as managed by Ministry of
Economy and Finance.

o Compliance Check confirming that all required proceedings as per the PPP
Law and Regulation 720 on PPP, that there is no requirement to amend the
Project Concept and other relevant regulations have been fully complied with.
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If these criteria are met, the Final Draft PPP Agreement can be signed reflecting as
such Commercial Close.

PPPDD and FRAD are to have a final review of the negotiated agreement.

It is suggested that PPPDD coordinates the necessary administrative proceedings
to conclude the tendering stage.

Prior to formal completion of the negotiations the Public Partner should submit the
Final Draft PPP Agreement to the MoEF (PPPDD and FRAD) for compliance check
and concurrence, to be completed in 5 calendar days, in order to formally conclude
the agreement with the Private Partner.

Confirmation of Compliance

Any issue identified upon review needs to be duly clarified and or resolved by the
concerned Public Partner in consultation with PPPDD. Any unsatisfactory
conclusion may warrant an objection for effectuation of the PPP agreement.

Debriefing of Unsuccessful Bidders

The process for notifying bidders of the outcome of the tender process will follow
procedures outlined in the Request for Proposal for the PPP project. This includes
written correspondence to losing bidders confirming an award of the PPP to the
winning bidder. The communication shall include:

e The name of the Winning Bidder and the Reserve Bidder
e The duration of the PPP term

The output specifications for the PPP term

Grounds for selection

o Right to appeal the award decision

Unsuccessful bidders may submit written requests for debriefing. Upon receipt of
a written request, the Public Partner shall have the right, but not the obligation, to
perform one-on-one debriefing sessions with, or provide written responses to,
bidders who were not selected. The debriefing shall be limited to feedback on the
strengths and weaknesses of their proposal and how it could be improved.

Financial arranging

Any possible amendments to the concluded PPP agreement that may be required
by Lenders for the purpose of financial closing should follow the corresponding
proceedings for contract variations as to be stipulated in the contract and are also
be approved by PPPDD and FRAD as these amendments may impact affordability
and or value for money.
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TENDERING

Step 19: Registration of the concluded PPP Agreement
along with PC and PED

WHY

WHAT

WHO

WHEN

HOW

Disclosure of information on PPPs is paramount for better management of PPP
projects and programs, accountability of the involved agencies and transparency
on the PPP program.

Following the tender process and its conclusions, the government is now legally
committed to the contractual obligations and needs to correspondingly report on
this for the purpose of transparency and accountability and to facilitate oversight on
contract management.

The registration of PPP agreements is regulated by the Chapter 12 of the Decree
720.

Project registration includes recording the information in the physical PPP register
book maintained by the PPPDD, followed by posting the details on the website
under the "Registered Projects" section.

PPPDD will update the registration of project information on receipt of applicable
information from the Public Partner.

Within 3 calendar days of signing PPP agreement the document shall be submitted
to the PPPDD to be registered in the PPP project register.

Within three days upon submission of the PPP agreement, the documents shall be
stamped (stamp with lettering “REYESTRGA OLINDI” (“included in register”)) on
each page by PPPDD, shall be enrolled in the register, listed thereto and one
original copy shall be kept at PPPDD, while two original copies shall be returned to
the Public Partner within two working days. As such there will be a hard copy
register and a soft copy register.

Furthermore, the PPP projects, within five working days after being entered in the
register, shall be posted on the official websites of PPPDD and the Public Partner,
as well as on the open data portal (www.data.gov.uz) of the Republic of Uzbekistan.
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TENDERING

Step 20: Financial Close

WHY

WHAT

WHO

WHEN

At commercial close, the PPP Agreement is signed but its full execution remains
conditional on meeting the stipulated conditions precedent, including securing
project financing.

Typically, when a contract is concluded the investors would have committed to
provision of equity as a requirement of the bid submission. However, it is not
common nor likely to be bankable to require loan agreements to be provided at bid
submission.

Although investors may have discussions with lenders at bid submission in order
get an understanding of the heads of terms of the main parameters of the debt
facility and to ensure bankability of the transaction, the formal process of reviewing,
approving and entering into a loan agreement would take place after contract close.

Financial close means not only that the financing documents have been signed, but
also that the prior conditions or conditions precedent for the availability of financing
have been fulfilled.

Typical conditions precedent could include:
e Formation of Project Company
e Land related actions

o Legislative and policy revisions/adoptions including approval of decrees,
licenses and permits

e Environmental approvals

e Provision of construction security, collateral warranty, sub-contracts with EPC
and O&M contractors, certificate of insurance

¢ Signing of the Direct Agreement between the lenders and the public and private
partner

Once the conditions precedent have been met, financial close process can be
completed.

Winning Bidder and its advisors.

The financial agreements will have to be validated by PPPDD to check that they do
not contravene the provisions of the contracts or represent any direct risk or
additional responsibility not considered in the contract.

The process of arranging finance to achieve Financial Close can be highly
demanding and lengthy requiring several months if not years depending on the
bankability of the agreed upon arrangement taking into account the lender’s
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requirements based on the Uzbekistan context and the risks specific to the PPP
project.

Whereas the process formally begins after conclusion of the PPP agreement
providing as such the agreed upon scope of work, allocation of risks and other
parameters impacting the business case of the project, it is good practice in order
to reduce the lead time to encourage the bidders to prepare as much as possible
the process of raising debt. Therefore, the winning bidder will typically have
engaged with lenders prior to contract signature in order to understand the lending
requirements and start putting in arrangements to address these requirements.

Public Partner’s Preparation for Financial Arranging

The Public Partner with its advisors is to pave the way for raising finance by the
Private Partner by:

o ldentifying the likely conditions from possible lenders through engaging
reputable financial advisors that understand the market and by sounding
prospective lenders to confirm the advisor's recommendations for the
bankability assumptions and conditions;

o Preparing the PPP to such an extent that all possible risks have been duly
identified and appraised and a feasible business case is in place;

o Structuring the project to optimize compliance with the assumed lenders’
conditions and drafting a proper corresponding PPP agreement;

o Imposing appropriate requirements for bidders for early engagement of
lenders through corresponding requirements for financing plans and/or
Letters of Comfort upon Bid Submission;

o Organizing an appropriate data room to facilitate an efficient and effective
due diligence from lenders.

Bidder’s Preparation for Financial Arranging

The bidders and their advisors are to prepare themselves appropriately to ensure
an efficient and effective process of financial arranging by:

o Reaching out to prospective lenders and providing them with the relevant
information to convince them to consider providing finance;

o Assume market-based assumptions of the lender’s conditions, i.e. heads of
term in their financial proposal;

o Preparing a proposal that is assumed to meet the lender’s conditions;

o Inform, if applicable, the Public Partner and negotiate where possible, the
necessary refinements and or amendments to the draft PPP agreement to
maximize compliance with lenders’ conditions.

o Conclude to the extent applicable downstream contracts for example:

o Construction Contract
o Service Contract (s) related to maintenance and operations
o Insurance Contracts

o Establish Project Company in accordance with Uzbekistan regulations to
provide for a signing authority for the loan agreements

o Open Bank Account for the disbursement of the loans

99



Lenders’ Main Activities upon Financial Arranging

O

Review (with external advisors if necessary) the project data as made
available including the PPP Agreement for to confirm the project’s ability to
service the debt;
Define the necessary conditions to recoup the bank’s costs and cover the
bank’s risk exposure in terms of the risks of debt not being repaid;
Agree with Private Partner on the loan conditions;
Conclude to the extent applicable supporting agreements, for example:

o Direct Agreement

o Inter-creditor Agreement

o Project Account Agreement
Subject the proposed loan arrangement to the lender’s internal compliance
and approval proceedings with the respective credit committees and final
board approval;
Ensure appropriate documentation to confirm the financial arrangement with
the Private Partner.

Public Partner’s Support to Financial Arranging

O

Facilitate due diligence by making available data room to Lenders and their
advisors

Respond to any queries and or requests for clarifications

Complete Public Partner’s conditions precedent items in a timely manner
Conclude, if necessary, a Direct Agreement with Lenders to confirm
proceedings for Step-In Rights and any other provisions necessary for
bankability of the arrangement

Review and validate loan agreement and supporting arrangements to
confirm adherence to related provisions and risks exposure as per the PPP
Agreement

Securities

O

Only upon conclusion of the loan agreements and the provision of a
Performance Security, the PPP Agreement shall become effective; and the
bid security of the Winning Bidder shall be released.

The bid security of the Reserve Bidder should also be released only after
the PPP Agreement has become effective to maintain competitive pressure
on the Winning Bidder. However, given the cost implications, bid security
could be released after an agreed time period from contract signing based
on the scheduled conditions precedent period for the project.
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IMPLEMENTATION

Step 21: Establish Contract Management Framework

WHY

WHAT

In all PPPs, the public sector always remains ultimately responsible for regulating
the services being provided within the sector, regardless of whether the delivery of
services is being provided by public or private sector providers. Without this
function, it would not be possible to accurately determine if the original goals and
the contracted requirements of the PPP project are actually being achieved.

The objective of PPP contract management is to obtain the services specified in the
output specifications and ensure ongoing affordability, Value for Money and
appropriate management of risk transfer.

PPP contract management is the process that enables both parties in a contract to
meet their respective obligations in order to deliver the objectives required from the
PPP contract. Once the contract has been signed, and the “deal” has been agreed,
each party should perform its respective role. Effective contract management
requires a good working relationship between the two parties, and it should continue
throughout the project term.

A second dimension of PPP contract management is proactive management to
anticipate future needs, as well as the requirement to react appropriately to
unforeseen situations that arise. PPP contract management seeks to achieve
continuous improvement in performance over the life of the PPP contract.

For PPPs with a build stage, contract management will have three phases:

¢ Project Implementation (also known as Construction Delivery);

¢ Project Operation (also known as Service Delivery); and

e Preparation for Contract Expiry (also known as Transition and Handback).

For Services Only PPPs (i.e. PPPs without a build stage), there will not be a
Construction Delivery phase. However, there may be a mobilisation period beyond
Contract Execution before service responsibilities are assumed by the Private
Partner. This period may be needed to allow the Private Partner to finalise
preparations, including recruitment and training of its workforce, and for
Government to finalise its arrangements, including for transitioning out of direct
service delivery where the concerned Public Partner or another party has been
doing this directly.

There are some fundamentals of contract management that are common to all three
phases. These include:

* Maintenance of relationships — The long-term nature of many PPP projects
makes the establishment and maintenance of a good working relationship with
the Private Partner critical to sustained project success. During the life of
contract, a range of events are likely to arise that will require a good working
relationship to navigate them successfully (e.g., change events leading to
contract variations; service performance issues; requests for refinancing etc.);
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o Contract management planning — Arrangements for contract management
need to be in place before the beginning of each phase of contract
management. Key elements requiring planning include governance and
resourcing, preparation of a contract administration manual, establishment of a
Contract Management Team (CMT), establishment of arrangements for
knowledge management, and the form of reporting arrangements to senior
management and Ministers. There should be ongoing planning throughout the
contract period, based on reviews of performance to-date and looking ahead to
the nature of likely issues;

e Contract administration — There will be many contractual obligations on both
the Private Partner and the Government. The Public Partner needs to
understand these obligations. Contract administration involves both parties
working to achieve these obligations and meet the Government’s objectives for
the project.

The Government’s contract administration manual should provide the basis for
such activities and needs to be a live document, updated continually during the
contract. In addition to being familiar with the technical, commercial, financial
and legal aspects of the contract, the contract management team needs to have
a close understanding of project objectives and requirements, and the
commercial intent of the parties involved; the operational, industrial and
community issues associated with the project; and the regulatory context in
which the project operates.

o Knowledge management — This includes client and stakeholder feedback,
performance monitoring and reporting, ongoing risk management, and
variations to the contract. Having an effective information management strategy
customized to the individual project's needs is essential in ensuring
Government’s ability to successfully manage a PPP contract.

Information collected and analysed will help refine planning and management
strategies over time as Government gains a better understanding to enable it to
manage project risks more effectively. Specialized contract management
software knowledge management tools are available to help with the efficient
data management.

Public Partner and PPPDD

It is recommended to set up the contract management framework after Commercial
Close and have it operational by Financial Close.

Plan
The Public Partner is to develop a Contract Management Plan.

An outline for a contract management plan to address these tasks is separately
provided.
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Organisation

The Public Partner is advised to establish a Contract Management Team with a
clear mandate to act on behalf of the government and the human and financial
resources to fulfil this mandate effectively and efficiently and take care of the
following responsibilities:

To monitor the performance of the private partner in providing the services
specified in the PPP Agreement, and to enforce the payment or penalty
mechanism associated with the performance monitoring.

To liaise with the private partner in achieving the project objectives.

To coordinate and ensure that Public Partner payment obligations are budgeted
for and duly paid

To ensure that financial instruments such as securities and insurances are
properly maintained, to review proposals for refinancing.

To manage any disputes that arises under the PPP Agreement.

To manage the changes (variations and amendments) to the PPP Agreement
in accordance with public policy and law, so as to achieve VFM through such
changes.

To oversee the management of the project assets and to ensure that these are
correctly maintained, accounted for, and reported on.

To ensure that user charges are amended in accordance with the PPP
Agreement and public policy and law (if relevant).

To report on the financial performance of the project in accordance with
generally accepted accounting practices applicable.

To report on the contingent fiscal obligations accruing to the government from
the project and any changes thereto.

To monitor, evaluate and report on the progress of the project, and identify
lessons learned for the project and for future PPPs.

To liaise with and promote cooperation between governmental structures in all
spheres of government in relation to the project.

To monitor the policy and legislative environment of the project.

To enhance the integration of the project with other public services, programs,
and projects.

Reporting

Every six months, the Public Partner shall submit to the PPPDD a report on the
implementation of the PPP Agreement.

Independent Engineer

The Independent Engineer in PPP contracts plays a critical role as an impartial third party to ensure

that the project is implemented and operated in line with the agreed technical specifications,
timelines, and performance standards. Appointed jointly by the public and private parties, the
Independent Engineer acts as a monitor, verifier, and advisor throughout the project lifecycle. As
such, the Independent Engineer is a cornerstone of PPP contracts, ensuring that the private partner
fulfills its obligations while protecting the interests of the public sector and end-users. Their impartial
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oversight reduces disputes, enhances project quality, and ensures the long-term sustainability of
PPP projects.

Key Roles and Responsibilities of the Independent Engineer

1. Design Review and Approval
e Technical Design Verification:
o Reviews and approves detailed designs submitted by the private partner.

o Ensures compliance with technical standards and specifications defined in the PPP
contract.

e Construction Plans:

o Verifies that construction schedules, methods, and plans are achievable and
technically sound.

o Ensures health, safety, and environmental (HSE) standards are incorporated.

2. Monitoring Construction Activities
e Progress Monitoring:

o Regularly inspects and assesses construction progress against the agreed
schedule.

Identifies delays, cost overruns, or quality deviations and recommends corrective
actions.

e Quality Assurance:

o Certifies that materials, workmanship, and construction processes meet contractual
specifications and industry standards.

e HSE Compliance:

o Ensures health, safety, and environmental compliance during construction.

3. Performance Verification and Testing
e Pre-Operational Testing:

o Conducts inspections, performance tests, and commissioning to verify that the
project meets design and performance requirements.

e Issuing Completion Certificates:
o Provides certification of project milestones, such as:
= Provisional Completion (for partial completion).
= Final Completion (for full readiness for operation).

e Operational Readiness:




o Ensures the project is ready to deliver services to the public.

4. Operations and Maintenance (O&M) Oversight (optional)
e Performance Monitoring:

o Verifies the private partner's compliance with performance standards during the
operational phase.

o Reviews O&M activities to ensure that assets are well-maintained.
e Asset Condition Monitoring:

o Conducts periodic inspections to assess infrastructure conditions and life-cycle
compliance.

e Non-Compliance Reporting:

o ldentifies deviations or underperformance and reports them to the contracting
authority.

o Provides recommendations for penalties, corrective measures, or dispute resolution.

5. Payment Verification
o Certifying Payments:

o Reviews milestone achievements or service performance and certifies payments
due to the private partner (e.g., construction payments, availability payments, or
performance-based payments).

e Performance Deductions:

o Assesses any penalties or deductions for non-compliance or underperformance.

6. Dispute Resolution Support
e Advisory Role:

o Acts as a neutral expert in disputes related to design, construction quality,
performance standards, or payment certifications.

o Provides technical inputs to assist in dispute resolution or arbitration processes.

7. Reporting and Documentation
e Regular Progress Reports:

o Provides detailed reports to both parties on project progress, quality, risks, and
compliance.

e Technical Audits:

o Conducts audits to ensure the private partner adheres to the PPP contract's
technical terms.




Why the Role of the Independent Engineer is Critical

1. Neutral Oversight: Provides an impartial assessment of the project to ensure fairness and
accountability.

Risk Management: Mitigates risks of poor quality, delays, or non-compliance through early
identification and corrective recommendations.

Transparency: Ensures compliance with contractual obligations, fostering trust between
public and private partners.

Performance Assurance: Guarantees that the infrastructure is constructed, operated, and
maintained as per agreed standards.

Stakeholder Confidence: Reassures financiers, government authorities, and users that the
project is progressing as planned.

When is the Independent Engineer Involved?
Design Phase: Reviews and approves technical designs.

Construction Phase: Monitors progress, certifies quality, and verifies milestones.

Operational Phase (optional): Monitors operations, maintenance, and performance
compliance.

106



IMPLEMENTATION

&

Step 22: Monitor the implementation of a PPP project

WHY

WHAT

Monitoring PPP project implementation is a critical process to ensure that the
project meets its objectives, operates efficiently, and delivers the intended benéefits.
Effective performance monitoring safeguards public interests, ensures
accountability, and mitigates risks throughout the project lifecycle.

Consequences of Inadequate Performance Monitoring may include:

e Decline in Service Quality: Without monitoring, the private partner may not
prioritize quality standards.

e Cost Overruns: Poor oversight can lead to unchecked expenses or
inefficiencies.

e Legal Disputes: Lack of accountability can result in contract breaches and
disputes between partners.

e Loss of Public Trust: Failure to monitor and address performance issues
undermines confidence in PPP models.

Monitoring of PPP projects registered with the PPPDD is a legal requirement, as
stipulated in Provision 80 of Decree 720.

Monitoring the implementation of a PPP project is a structured and systematic
process aimed at ensuring the project meets its objectives, stays on track, and
adheres to the terms outlined in the PPP agreement. It involves continuous
observation, analysis, and evaluation of the project’s performance, with a focus on
the fulfillment of obligations by both the Private and Public Partners as well as
facilitating with inter-government coordination in relation to the implementation of
the project and delivery of supporting projects.

The process culminates with the Private Partner preparing a Monitoring Report,
summarizing the project’s progress and performance. This report is then reviewed
by the Public Partner for accuracy and alignment with project goals, followed by
submission to the PPPDD for further evaluation and compliance checks. Finally,
the consolidated report is presented to the Cabinet of Ministers for approval,
ensuring that any discrepancies are swiftly identified and addressed, and that
necessary adjustments are made to keep the project on course for successful
completion.

It is a legal requirement under Provision 84 of Decree No. 720 to prepare the
monitoring report using the template provided in Annex 6 of the "Regulation on the
Procedure for Implementing Public-Private Partnership Projects" to the Decree 720.

The Public Partner’s monitoring responsibility includes, but not limited to:

o Monitoring against the schedule;
o Monitoring against the scope (and any agreed variations);
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o Monitoring performance and compliance with applicable laws and
regulations;

o Quality control and materials monitoring;

o Daily relationship monitoring with the private partner; and

o Stakeholder reporting and management.

Importantly, monitoring does not involve managing the tasks of the Private Partner
or approving the methods by which outputs are achieved, nor does it mean leaving
performance management entirely to the Private Partner.

PPPDD oversees the monitoring of the implementation of the PPP project for
compliance with the terms of PPP Agreement. This shall include reviewing the
extent to which each party to the PPP Agreement has met their respective
obligations as well as facilitating with inter-government coordination in relation to
the implementation of the project and delivery of supporting projects. The PPPDD
shall also consider the effectiveness of the contract management by the Public
Partner, and the extent to which there is regular and timely communication and
coordination between the parties. The private partner is obliged to provide access
to PPPDD to PPP objects and relevant documents for monitoring purposes.

The Public Partner and PPPDD, with the involvement of specialists from ministries,
agencies, international organizations, and consulting firms, if necessary.

The monitoring by the PPPDD encompasses overseeing the implementation of the
PPP project by each party, ensuring they fulfil their obligations and that the project
is carried out in compliance with the terms outlined in the PPP Agreement.

Monitoring takes place throughout the project's implementation, with progress
reports submitted at regular six-month intervals during the contract period.

Components of Effective Performance Monitoring in PPPs
1. Performance Indicators:

o Define Key Performance Indicators (KPIs) that align with project
objectives (e.g., availability, quality, efficiency).

o Use quantitative and qualitative measures for comprehensive
evaluation.

2. Monitoring Framework:

o Develop a clear framework outlining roles, responsibilities, and
processes for performance monitoring.

o Use tools like dashboards, reports, and audits to track performance.
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3. Data Collection and Reporting:

o Collect accurate, real-time data on project progress and
performance.

o Establish reporting mechanisms for regular updates to stakeholders.
4. Corrective Action Mechanisms:

o Include provisions in the contract for penalties, incentives, or
renegotiation based on performance outcomes.

o Ensure flexibility to address unforeseen challenges.
5. Stakeholder Involvement:

o Engage stakeholders, including independent auditors, public
authorities, and end-users, in the monitoring process.

o Ensure transparency in reporting and decision-making
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Step 23: Agree contract variations if necessary

WHY

WHAT

PPP projects are secured by long-term and often complex contracts. Over the
course of a long-term project agreement, it is not uncommon for previously
unforeseen circumstances to arise which will require modification of the project
agreement. Such changes can be simple modifications within the existing scope of
the contract (for example, operating within the agreed upon scope of work, but
altering the way in which services are to be performed), to changes so significant
that the contract itself needs to be amended (for example, adding capital
expenditures to the project or modifying the project’s risk allocation model).

Most common changes include:

Changes in Ownership

Changes in the Scope of Works
Changes Caused by External Events
Financial Restructuring

Changes in Law

o O O O O

Whatever causes the change, it will most likely involve a process of renegotiation
and consequent amendment or variation to the PPP Agreement. To mitigate the
risk of disputes and to enhance the transparency and accountability of contract
management, the PPP Agreement should include a procedural framework for
addressing contract variations.

Article 29 of the PPP Law sets out the regulatory provision for any amendment or
supplementation of the PPP agreement.

Changes Governed by the PPP Agreement

All changes addressed expressly in the PPP Agreement will be handled by way of
the terms and conditions of the PPP contract.

Material Changes to the PPP Contract

Any change that is not addressed expressly in the contract and that is material as
per the provisions of the PPP Agreement, is a change to the PPP Agreement
(“Material Change”).

Types of Material Changes

A change is material if it makes the PPP Agreement differ from the contract that
was approved upon Commercial Close. A material change may also be one that
affects an important part of the PPP Agreement and/or the rights of the parties to
the PPP Agreement. If the resulting agreement and/or performance would no
longer reflect the terms, conditions, or basis upon which a party entered the
contract, then the change is deemed to be material.

Material changes as to be further defined in the PPP Agreement include:
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changes which alter the performance, risk, or other terms and conditions of the
PPP Agreement;

a single change, incremental changes, or individual changes in the aggregate,
which change the overall performance of the contract;

changes which exceed a specified threshold amount recited in the PPP
Agreement;

changes which affect contract affordability or cause the PPP Agreement to
actually or potentially exceed affordability limits;

changes which impact government support, public debt affordability, contingent
liabilities, or termination compensation;

changes which affect either contract party’s capital contribution;
changes which affect debt or equity levels or their terms or conditions;
changes which affect work or service delivery;

changes which affect the outputs, performance standards, performance
indicators or performance incentives or deductions calibration;

changes which adjust the revenue stream payments;

changes which cause the capital expenditure to expand or contract;
changes which affect the project assets;

changes which affect the treatment of PPP project assets at expiry;
changes which alter the overall value of the PPP project;

changes that when viewed retrospectively could have caused bidders to bid the
opportunity differently;

any proposal to terminate the PPP Agreement; and/or

an adjustment to the Contract term which was not already dealt with by the
terms of the contract

Public Partner and MoEF, and where applicable, the Cabinet of Ministers

When need for contract variation arises

The contract management procedures should set out the necessary logistical and
administrative details, such as:

The person to whom a request for a change must be sent;
The person who will assess the impact of the proposed change;

The persons authorized to engage in discussions to a change on behalf of the
government and private partner taking into account the provisions as per the
PPP Law stipulating that changes to a PPP project with a project value of US$
1 to 10 million are to be approved by MoEF and PPP projects with a project
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value in excess of USD$ 10 million is to be approved by the Cabinet of
Ministers'®; and

o The person responsible for overseeing and verifying the implementation of the
change in line with agreed arrangements.

A procedure for variation notice will be incorporated in the PPP Agreement,
which could include provisions as set out below:

e Public Partner issues a formal variation notice to address a necessary change
to the PPP Agreement as initiated by either the Public Partner or the Private
Partner.

o The Private Partner calculates the cost and identifies the risks of implementing
the proposed variation in relation to the scope of services, the implementation
schedule, the performance of construction or operation activities or any other
relevant matters.

e The Private Partner responds with a variation proposal including a proposal for
funding the costs of the variation which may include:

o Adjustment of tariffs

o Extension of contract term

o Monetary compensation by government
o Other alternative proposal

o Ifthe costs of implementing the variation are relatively minor, the Private Partner
may be permitted to use their existing sub-contractors.

o |If the costs of implementing the variation exceeds a specified amount, the
Private Partner may be required to tender out the works required in an open
market.

o Variation proposal will be subject to a review and approval process as
suggested in the next step.

e The variation formally signed off between parties.

An outline of such a variation notice is separately provided.

Need for Adequate Resourcing during Renegotiation

Renegotiation requires as much preparation as the initial negotiation during the
procurement phase. The Public Partner must ensure it has the adequate resources
to carry out the analysis to determine the need for renegotiation and evaluate the
proposal to implement a contract variation.

15 the contract is to further define how financial impact is to be defined, which typically refers to any
impact on the expenditures and or revenues as per the financial model of the project as per the date of
Financial Close
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A Process that should not be Systematic

Some of the reasons why renegotiations for contract variations should not be
systematic include the following:

Absence of competition mechanisms in play since the Public Partner negotiates
directly with the private party

Potential moral hazard from the Private Partner who will strategically bid during
the tendering process and renegotiates the PPP agreement during
implementation

Potential reduction of the economic benefit of the PPP

In the case of renegotiations initiated by the Public Partner, potential loss of
confidence amongst the private sector regarding the PPP program and the
Government's commitment with the assumption that bidders will not get their
expected benefits for projects as the Government will renegotiate contract
during implementation.

The renegotiation process should be made transparent in order to avoid loss of
confidence in the PPP process.

Dispute Management to be regulated in PPP Agreement

If contracting parties cannot come to an agreement on a contract variation there is
a dispute. The proceedings for managing disputes are to be addressed in the PPP
Agreement and typically include the following:

O

Mediation: the appointment of an independent third party to advise on the
disputed issue in a non-binding manner

Dispute Resolution Board (DRB): A DRB is a form of alternate dispute
resolution that allows for "real time" prevention or resolution of disputes. It
typically consists of a panel of impartial technical and legal professionals,
independent of the contracting parties, put in place at the beginning of the
implementation of the project. Both the Public Partner and the Private Partner
select a board member and a third member who will chair the panel is jointly
selected by the parties. The objective of the DRB is to resolve technical and
legal issues as they arise during the course of the Project. If such a body were
to be established its authority would be founded in the PPP Agreement.

Arbitration: Investors are likely to require that there will be recourse to
international arbitration for any final and binding resolution on any disputes that
are not resolved through amicable negotiations, mediation or DRB. Under
binding arbitration procedures, both sides have contractually agreed to subject
their dispute to the conclusion of a panel of arbitrators as last step. for example,
the International Chamber of Commerce (ICC), the International Centre for
Settlement of Investment Disputes (ICSID) or the London Court of International
Arbitration (LCIA). Arbitration should be preferred to litigation since most
international entities simply would not agree to be bound by litigation in
Uzbekistan. Moreover, compared to litigation, international arbitration is less
expensive and time consuming. For example, arbitration:

= Offers a more streamlined and simplified discovery process.
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Contains fewer rules of evidence.

Is not susceptible to multiple proceedings.

Produces awards that are typically not subject to judicial review.
Offers greater control over the speed and length of the proceedings.
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Step 24: Review and approve contract variations

WHY

WHAT

WHO

WHEN

HOW

Since contract variations may have considerable impact on both parties in terms of
VFM, affordability or bankability, they require careful examination and analysis by
the Public Partner and the oversight agencies.

Government should therefore apply the same level of diligence to changes as it did
to its original decision to proceed with the PPP, particularly in cases of significant
changes.

The review and approval procedure for contract variations similar to the approval of
the PPP agreement is based on the following criteria:

o Confirmation of continued Value for Money based on value for money
analysis updated to the extent applicable based on the suggested variation.

o Confirmation of continued Affordability based on Fiscal Impact Analysis
updated to the extent applicable based on the based on the suggested variation.

The gateway review for the contract variation encompasses up to 3 stages

(i) Review and conclusion by PPPDD

(i) Review and conclusion by FRAD to confirm that the proposed variation does
not entail any fiscal implications that are not warranted from a value for money
perspective or not affordable from a fiscal perspective

(iii) For variations on projects with a value of more than US$ 10 million, there is also
a review and conclusion by Cabinet of Ministers

The review and approval proceedings are to be concluded within the timescales as
defined in the contract. Provision of approval within a period of 30 days of receipt
of variation notice can be considered as a default approach though flexibility should
be in place to address highly complex matters.

1. Public Partner submits Variation Notice to the MoEF;

2. PPPDD reviews and concludes to either concur with variation or reject the
variation with any recommendations it may have for how the change could be
resubmitted to improve its prospects of concurrence. If concurred, the variation
is then submitted to FRAD for further processing;

3. FRAD reviews and concludes to either concur with variation or reject the
variation with any recommendations it may have for how the change could be
resubmitted to improve its prospects of concurrence;

4. |If the project value is more than US$ 10 million, Public Partner submits Variation
Notice with concurrence from MoEF to Cabinet of Ministers;
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5. Cabinet of Ministers reviews and concludes to either concur with variation or
reject the variation with any recommendations it may have for how the change
could be resubmitted to improve its prospects of concurrence.
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Step 25: Finish and evaluate PPP Agreement

WHY

WHAT

End of contract activities include inspections, residual assets valuation which
consists of the remaining book value of the asset at the end of PPP Term, asset
transfer  techniques, contract close-out procedures, termination of
performance/surety bonds, PPP re-tendering options among others. It is important
to ensure that the process that follows the end of the PPP Term is clear to all parties
at the very beginning. This procedure helps ensures that the project’'s minimum
performance levels continue to be delivered all the way through the end of the PPP
Term. The Contract Management Team will ensure that the transfer of assets at the
expiry or early termination is consistent with the terms and conditions of the PPP
Agreement. This agreement will provide the manner in which the Public Partner will
ensure that the assets are transferred in good condition subject to normal wear and
tear.

Many long-term PPPs (where residual assets are transferred to the Public Partner
at the end of the PPP Term) may provide the Private Partner with the incentive to
reduce maintenance and asset rehabilitation expenditures during the final years of
the PPP Agreement, in the hopes of increasing profits during those last few years.
This would mean that when the project’'s assets are transferred over to the
Contracting Authority at the end of the PPP Term, assets are not only fully
depreciated but possibly non-functional. Having to completely renovate such old
assets will require great expense by the Public Partner as well as likely disruptions
in service for end users.

While the Public Partner should generally expect that at the end of a PPP Term,
project assets will need new investments, these assets should still be functional.
PPP contracts will typically stipulate the asset condition requirement for handover
at termination or expiry of the contract. A Public Partner, therefore, has to be
prepared with a plan for the rehabilitation of the project’s assets at the end of the
contract term (where this is not provided for in the PPP contract), and whether they
opt to take-over the project and deliver the services themselves publicly, or seek to
contract a new private partner to do it, or if they wish to extend the contract with the
existing Private Partner

Strategy to manage the expiry of a contract and continuation of services if
applicable. There are essentially four options available to the Public Partner at the
end of the PPP Term including:

1. Public Partner takes over the project residual assets and continues delivery
of services

2. Public Partner carries out competitive process for a new Private Partner to
take over/renew residual assets and delivery services

3. Public Partner negotiates with the existing Private Partner to extend
termination date of the PPP Contract and renew assets
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4. If the PPP is structured such that the Private Partner owns residual assets
(for e.g. in a BOO structure), then the Public Partner may wait for PPP
Agreement to expire and then let Private Partner dispose of residual assets.

These options have to be carefully examined well ahead of the date of expiry given
the required time for preparing and implementing the preferred option.

Public Partner

At least three years prior to the expiry of the PPP contract

Based on PPP agreement. The exit and hand-back strategy should be aligned
with the provisions outlined in the PPP agreement regarding termination and expiry.
It should include specific arrangements for transferring to the Public Partner the
Private Partner’s rights, title, and interest in all tangible property, as well as
computerized and non-computerized records, reports, data, files, and information.
This also includes work in progress under contracts with vendors, suppliers,
contractors, and subcontractors. Additionally, provisions should be made for the
potential transfer of staff, including their personnel, training, and pension records,
where applicable.

Exit strategy

¢ An analysis of options for continuing the service after termination or expiry, and
an initial recommendation on the preferred option

¢ Plans for organizing a post-implementation review of the project, which should:

o assess key deliverables, Value for Money, quality, and project
innovation

o be carried out within six months of the expiry or termination date

o The steps that will be taken to integrate the lessons of the project into the day-
to-day work of the institution

¢ Animplementation plan based on the hand-back procedures set out in the PPP
agreement

¢ Plans to deal with the implications of any employee transfers from the private
party to either the institution or a successor body

¢ An estimate of the resources and personnel that the institution will allocate to
managing the exit strategy

e Plans for a closure event to celebrate the achievements of the project.
Prepare for hand-back
e Examine the assets

e Prepare a schedule that details all items that require remediation
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o Develop a program for remediation
e Ascertain the costs of such remediation

e Undertake inspections to ensure that the remediation work is properly
completed

The process will typically include a provision for a handover survey conducted by a
suitably qualified third-party expert. This survey aims to confirm that the facility
meets the handover requirements outlined in the PPP agreement or to identify any
outstanding works that need to be completed before handover, along with an
estimated cost for carrying out these works. In the event that either party disputes
the third-party expert’s determination, they may refer the matter to an independent
expert for resolution.

Transition Program

A Transition Program must be devised to ensure continuity of services, addressing
among others to the extent applicable the transfer of intellectual property rights and
the transfer of employees.
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List of guidance and templates complementary to this Handbook to be developed and
attached separately:

e Guidance for project identification, screening, and prioritization.

e Guidance notes for preparing the Project Brief, including a Project Brief template.

e Template Terms of Reference (ToR) for procuring Advisory Services.

¢ Instructions for completing the Project Concept Note (PCN) and Project Evaluation
Document (PED), including templates for both.

o A template checklist for reviewing the PCN and PED.

e Guidelines for conducting public discussions.

e Template outline for Request for Qualifications (RFQ) Documents.

e Template outline for Request for Proposals (RFP) Documents.

e  Checklist template for reviewing Tender Documents.

e Qualifications Evaluation Report (QER) template.

e Outline for preparing a variation notice.

e Template outline for a Contract Management Plan.

e User manual for the SOURCE platform.
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