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FOREWORD

The Government of the Republic of Zambia under the Ministry of Finance and National Planning through the
Public Private Partnership Office is committed to strengthening partnerships with the private sector as a
means of accelerating sustainable development, enhancing service delivery, and expanding infrastructure
across the Country. The strengthening of Zambia’s legal framework through the enactment of the
Public-Private Partnership (PPP] Act No. 18 of 2023 and the subsequent issuance of the PPP (General)
Regulations of 2024 underscore this commitment by providing a robust legal and institutional framework for
the preparation, procurement, and implementation of PPPs in Zambia.

These PPP General Guidelines offer practical step-by-step guidance to the PPP Office, Contracting
Authorities and Private Sector Partners on how to implement PPPs. They are designed to promote
consistency, transparency and efficiency in project identification, preparation, structuring, procurement,
and monitoring. The Guidelines further provide tools for addressing fiscal commitments and contingent
liabilities, project identification, feasibility studies, risk management, project procurement and managing
both solicited and unsolicited proposals.

By equipping institutions and stakeholders with this resource, Zambia stands to strengthen its capacity to
unlock private capital, harness innovation and deliver infrastructure and public services that improve the
lives of our people. The Guidelines will also not only improve Zambia’s ability to attract private investment
but also ensure that projects deliver measurable value for money, are fiscally responsible, aligned with our
national development priorities and the Sustainable Development Goals, and are beneficial to the Public.

| am confident that these Guidelines will serve as a vital reference point for all stakeholders engaged in
PPPs. They embody our vision of fostering mutually beneficial partnerships that support inclusive growth,
resilience, and prosperity for the Republic of Zambia.

-

~Situmbeko Musokotwane, MP
MINISTER OF FINANCE AND NATIONAL PLANNING
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L
K} INTRODUCTION

1.1 Objectives and application of the PPP Guidelines

Public-Private Partnerships (PPPs) are a form of public contracts that involves a long-term collaboration
between government entities and private parties to develop and implementinfrastructure and public service
projects. The private party bears significant risk and management responsibility. Furthermore,
remunerationis linked to performance.

InZambia PPPs are covered by:

e The Act No. 18 of 2023 came into effect on 2nd February, 2024. An Act to regulate the implementation of
PPPs in the Republic; promote the participation of the private sector in the design, financing,
construction, development, operation or maintenance of infrastructure or delivery of services through
PPPs; provide for the procedures for the approval, award and implementation of PPP projects in
accordance with principles of transparency, fairness, stability, proper management, integrity,
competition, economy and long term sustainability; provide for rehabilitation, modernisation, expansion
and operation of existing infrastructure facilities and systems and their maintenance; strengthen the
institutional framework for the implementation of PPP projects; provide for the establishment of the
Public-Private Partnership Office (PPP Office); provide for a transparent project selection process, clear
procurement procedures, effective regulatory approvals and expanded contractual models in order to
promote private sector investment; provide for the establishment of the PPP Project Development
Support Fund; repealand replace the PPP Act, 2009; and provide for matters connected with, orincidental
to, the foregoing, cited as the PPP Act, 2023’

e The PPP(General) Regulations, 2024.
In recent years, PPPs have been increasingly used worldwide, due to their ability to accelerate project
implementation and deliver better value for money than other public procurement methods.

Successful PPPs require orderly preparation and management to ensure that the expected benefits are
realised. The PPP Guidelines (the "Guidelines") aim to provide a framework serving as practical guidance
ontheimplementation of PPP projects.

Ultimately the Guidelines will support Contracting Authorities, the PPP Office and other institutions
involved in PPPs to identify projects where the use of PPP can be advantageous, and effectively realise
these benefits through a sound preparation and implementation process. In essence, Contracting
Authorities emerge as the primary beneficiaries of these Guidelines. As they navigate the complex
landscape of PPPs, these Guidelines stand as an invaluable resource, aimed to enhance decision-
making, streamline processes, and pave the way for successful and mutually beneficial collaborations
betweenthe publicand private sectors.

' Assented by the President 22nd December 2023, and became effective on 2nd February 2024
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1.2 Structure of the Guidelines

The Guidelines are structured around three pillars:

|. Anintroductory chapter (Chapter 1), followed by the institutional framework (Chapter 2], and the role of

private partiesin this framework (Chapter 3).
[I. The PPP project cycle, presenting the different stages in the development and implementation of PPP

projects as follows:

e Identification and conceptualisation of solicited PPP projects (Chapter 4)

e Preparationand structuring of PPP projects (Chapter5)
e Procurementand contracting of PPP projects (Chapter 6)
e Executionand monitoring of PPP projects (Chapter 7)

Zambia has established a specific framework for small and medium PPPs, defined as a PPP whose total
project value is less than ten (10) Million USD. Specific provisions have been developed and the adjusted

processes are described throughout the project cycle from chapters 4 to 6.

lll. The last chapter (Chapter 8)is dedicated to PPP projects based on unsolicited proposals.

The following figure depicts the structure of the Guidelines.

Figure 1-1: Proposed Structure of the PPP Guidelines
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L
IEJ INSTITUTIONAL FRAMEWORK FOR PPPS

The public playersinvolved in the process of implementinga PPP in Zambia are:

PPP Council

PPP Technical committee
PPP Office

Contracting Authority

Other stakeholders contributing to the PPP framework are:

e AttorneyGeneral
e Secretarytothe Treasury

The following figure sets out the tasks of these institutions as defined by the PPP Act, 2023 and the PPP
(General) Regulations of 2024.

Figure 2-1: Role of stakeholders at each stage of PPP

o, ) ) ) @&

Identification Development of Pracement Execution

of PPP projects PPP projects

Contracting Authority

Contracting Authonity Contracting Authority Contracting Authority
Main PPP Office PPP Office PPP Office PPP Office
stakeholders PPP Technical Committee PPP Technical PPP Technical
PPP Council Committee Committee
PPP Council PPP Council

Institution Responsibilities

Main stakeholders

PPP Council - Approveorrejectaproject proposal

- Approve orreject feasibility studies

- Approveorrejectaproposed PPPagreement

- Approveorrejectaproposed variation oramendmenttoa PPP agreement

- Approve or reject a proposed termination of a PPP agreement by a
Contracting Authority

- Give directions to a Contracting Authority, regulatory agency, or
concessionaire regarding the implementation of a project

- Request a Contracting Authority, regulatory agency, concessionaire, or any
other body or person to furnish the Council with information, details,
documents, and particularsrelating toa PPP

- where a proposed project involves more than one Contracting Authority,
designate a lead Contracting Authority and all communications with, or
applications to, the PPP Office inrespect of the project, shall be made by, orin
the name of, the lead Contracting Authority
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| institution | Responsibilities

Main stakeholders

PPP Technical - Advise the Council on technical matters relating to PPPs and projects
committee - Provide guidance to the PPP council on:

° Concept notes

° Project proposals

° Feasibility studies

° Appraised projects

° Negotiated contract terms

° Proposed cancellation of procurements

° Proposed termination of a PPP agreement

° Proposed variation or amendment of a PPP agreement

° The manner of implementation of a project

PPP Office - ldentify and provide guidance on a project within the national development
agenda.

- Receive and assessaproposed project.

- Provide technical support and guidance to a Contracting Authority in the
structuring, procurement, implementation, and evaluation of a project.

- Develop and disseminate information in respect of standard bidding
documents, technical and best practice guidelines, PPP agreements, and
manuals for PPPs.

- Examine a request for a proposal to ensure conformity with an approved
feasibility study as may be prescribed.

- Oversee the monitoring and evaluation of a PPP agreement from
commencement to hand back and review the process if required under this
Act.

- Provide oversight on the implementation, management, enforcement, and
monitoring of aproject and PPP agreement.

- Facilitate theinternal and external auditing of a project.

- Approve terms of reference for consultancy assignments or transaction
advisors.

- Assess and provide advice on fiscal commitments, financial support, and
contingent liability for a project.

- Undertake capacity building programmes for a Contracting Authority and
otherrelevant stakeholders.

- Manage the Fund.

- Promote PPP awarenessand advocacy.

- Hiretransactionadvisors foraspecified project whenrequired

- Performanyotherfunctions necessary for the purposes of the PPP Act

- Establish anopen, efficientand equitable process for the management of the
identification, screening, prioritisation, development, procurement,
implementation and monitoring of projects

- Provide trainingin mattersrelating to PPP

- Provide advisory and support services to a Contracting Authority at all stages
ofaproject

- Provide guidance and support to a Contracting Authority in the selection of a
consultantortransaction advisor

- Reviewatenderevaluationreport

- ldentify and monitor fiscal risks and contingent liabilities as they relate to a
public-private partnership

- Conduct research and publish findings on PPPs in order to ensure the
continuousimprovement of projects.
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| institution | Responsibilities

Main stakeholders

Contracting Authority - ldentify potential projects that the Contracting Authority intends to
implement through a PPP.

- Prepare a list of projects that the Contracting Authority intends to undertake
onapriority basisand submit the list to the PPP Office.

- Undertake a preliminary economic cost benefit analysis of the project to
conceptualise the project.

- Undertake a feasibility study of the project in order to determine the viability
of the project. Submit a feasibility study report and a project proposal to the
PPP Office for appraisal.

- Prepare a request for expression of interest. Submit the request for
expression of interest to the PPP Office for authorisation to advertise, invite,
solicitorcall for bids.

- Engageinpre-selection proceedings forthe purposes of identifying bidders.

- In consultation with the PPP Office, constitute an evaluation committee for
the purpose of evaluating pre-qualifying bidders.

- Conduct the procurement process, issuing the request for proposals,
convene meetings and hold meetings with bidders for clarification, receive
the evaluationreport and submit to the PPP Office.

- Invite a preferred bidder for negotiations of the PPP agreement. On
conclusion of the negotiations submit a negotiation report to the Council for
approval.

- Submitthe approved PPP agreement to the Attorney-General for clearance.
- Cause to be published the results of the tender and the preferred bidder in a
daily newspaper of general circulation in the Republic and electronic media.

- Notify the PPP Office of amendments to, or change of, any standard
solicitationdocument.

- Request extension of PPP agreement.

Other stakeholders

Secretary to the - Clearance of final PPP agreementinrelation to financialimplications.
Treasury

Attorney General - Clearance of final PPP agreement prior to execution.
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L
IE) PRIVATE STAKEHOLDERS

3.1 General presentation

This chapter outlines the roles and responsibilities of the private stakeholders in the project
implementation. Private stakeholders include the Private Partner, who is directly involved in the financing,
construction, and maintenance of the project, and other Private Players who support the execution of the
PPP contract. These supporting players include lenders, who provide essential financing; investors, who
contribute capital; and insurers, who mitigate financial risks. Together, these stakeholders play a crucial
rolein ensuring the successful execution and sustainability of PPP projects.

The diagram below shows the interactions between private stakeholders during the project execution
phase.

Figure 3-1:Roles of private stakeholders

I Private players
supporting contract
| execution

|
Direct Agreement Contracting

: Ty Authority

|

|

| Debt contribution
é 1

|

Private Party

PPP Agreement
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Capital contribution

2

Investors

Project
Company (SPV)

Insurance contract

W

EPC Contract O&M Contract

Insurers
[e]
=) O
‘
Interface Contract
Constructor Operator/
maintainer

EPC Contract: Engineering Procurement and Construction
0&M Contract: Operation and Maintenance

The diagram above distinguishes two main types of players:

1. the Private Partner, directly involved in the financing and/or construction and/or maintenance of a PPP
project.

2. Private Players supporting the execution of the PPP contract, whether they provide financing or
insurance products enabling the contract to be implemented.
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Special Purpose Vehicle

According to the PPP Act, 2023, before signing a PPP agreement, the selected bidder must set up a
Special Purpose Vehicle (SPV) registered in Zambia. It is defined as “a project company incorporated in
the Republic by a preferred bidder for the purpose of undertaking a project in accordance with a project
agreement executed by the parties”.

The PPP agreement for the SPV mustinclude:

al Theminimum amount of capital required for the SPV.
b) The process for getting approval from the Contracting Authority for the SPV's Articles of Association

oranychanges tothem.

3.2 The Private Entity, partner of the Contracting Authority

The PPP Act, 2023 uses various terms for private partners. The table below sets out these definitions and the
role of the private sectorinthe project cycle for solicited projects.
Name of the private

sector according to Role
the legal framework

Stage in the

project cycle

1 Identlflcathn a.nd N/A N/A
conceptualisation

Preparation and

. N/A N/A
structuring

Participates in pre-selection or evaluation proceedings relating to a

Bidder project.

Bidding consortium? Eligible to respond to a request for expression of interest.

May request clarifications on the request for proposal.

Procurement and
3 | contracting of
PPP Pre-selected bidder

Receives invite from Contracting Authority to submit proposals.

Completes and submits the required document referred in the
request for proposal.

Successful bidder selected during the competitive selection
Preferred bidder process including a
bidding consortium.

Entity awarded and undertakes a project under a PPP agreement.

Private party executing the contract (which may consist of several
members). Concessionaire may build, own, lease, operate, transfer,

Execution and Concessionaire - . o -
4 | monitoring of PPP design, develop, rehabilitate, maintain, or supply an infrastructure
asset.
contracts SPV

The concessionaire shall carry out this obligation through a special
purpose vehicle established for the execution of the PPP
agreement.

? Two or more bidders who collectively submit a bid for project.
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For unsolicited projects, the Private Party, named a bidder, may submit an unsolicited proposal to a

Contracting Authority. The bidder pays into the Fund a prescribed non-refundable fee at the time of
submittingits unsolicited proposal to cover the costs for processing, review and evaluation of the unsolicited
proposal.

The Private Partner contracts other private operators to execute the PPP agreementand in particular:

» Constructor (EPC Contractor): EPC stands for Engineering, Procurement, and Construction. An EPC
Contractorisresponsible for the design, procurement of materials, and construction of a project. The EPC
Contractor takes on the full responsibility for the project, ensuring that it is completed on time, within
budget, and according to the specified quality standards.

e Operator/Maintainer (0&M Contract]: 0&M stands for Operation and Maintenance. An O&M contract
involves the management and maintenance of a project after its construction. The Operator/Maintaineris
responsible for ensuring that the project operates efficiently and is maintained properly throughout its
operational life. This includes routine maintenance, repairs, and ensuring compliance with operational
standards

The SPV, established by the Private Partner, is solely responsible for the overall execution and performance
of the project. This responsibility remains with the SPV even when subcontractors are engaged for specific
tasks. The SPV must ensure that all subcontractors comply with the terms and conditions of the PPP
agreementand maintain the required standards of quality and performance. The SPV's accountability for the
project's success and adherence to contractual obligations cannot be transferred to subcontractors,
ensuring that the Contracting Authority has a single point of responsibility for the project’s delivery and
operation.

3.3 Private entities supporting the PPP contract execution

As depicted in Figure 3 1 there are also other private players who play a role in PPP contracts, in support of

the contractual players.
There are three types of private players:

e |enders
e |nvestors
e |nsurers

Lenders

Lenders are essential to the financing of a PPP project. They are the first source of funding, as the project
company borrows from financial institutions to finance its project.

Given the substantial size of the projects generally envisaged under PPPs, investments are significant,and a
single lender cannot carry the entire project financing. It often forms a syndication with other lenders. This
syndication also enables lenders to diversify their risk and limit their exposure to a single project. In most
cases, the lenders’ financing payments to the project company are staggered over the course of the project’s
construction phase, and are conditional on the project’s progress.

In parallel with the PPP contract, the lenders and the Contracting Authority are generally bound by a direct
agreementthatreinforcesthe lenders' right to debt repayment, notably by providing for the lenders’ rights of
interventioninthe project.
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Investors

The money that investors put into the project company is a crucial source of funding. This investment
reassures lenders that the project is financially stable. Due to the large scale of PPP projects, multiple
investors usually contribute capital. However, the amount of borrowed money (debt] is generally higher than
the money invested by the investors (equity). Typically, PPP projects have a financing structure of 70-80%
debtand 20-30% equity.

Investors come from various backgrounds and include builders, operators, pure investors, and financial
backers. Builders and operators often invest in PPP projects because lenders or other investors require it.
This financial commitment ensures that the builders and operators will work diligently to avoid losing their
investment.

Investors can also be external to the project, such as investment funds. These external investors may
provide loans (debt] or invest money (equity) in the project company. They can be international commercial
banks, international private or public investment banks or funds.

Insurers

Insurance companies play animportant role in PPPs worldwide. In PPP projects, many risks are transferred
to the private sector, so it is important for the Private Party to have insurance to protect against financial
risks. The Contracting Authority and lenders also scrutinize insurance arrangements to ensure stable cash
flows and service provision.

International insurance companies have developed a variety of products tailored to each stage of PPP
projects. Typical insurance for PPP projects includes coverage for construction risks, property damage
claims, third-party liability. They also often include insurance against business interruptions, strikes, and
terrorist attacks.

The Multilateral Investment Guarantee Agency (MIGA] is a World Bank institution designed to encourage
foreign direct investment in developing countries. Its main role is to provide insurance against political and
non-commercial risks to foreign investors. By offering this insurance, MIGA helps alleviate concerns about
expropriation, political conflictand other unforeseen events that could resultin financial losses.
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A IDENTIFICATION AND CONCEPTUALISATION
OF SOLICITED PPP PROJECTS

The first step in the PPP process is for public entities wishing to develop projects to identify those
projects of public interest that are likely to attract private investors. A preliminary analysis is carried out
to identify projects that can meet the needs of the Contracting Authority and have performance
objectives that can be delivered by the private sector.

4.1 Overview of the solicited PPP projectidentification process

The diagram below presents the various stages associated with the PPP project identification phase as
described inthe PPP Act, 2023.

Figure 4-1: Process for the identification of PPP projects

Identification of PPP projects

L d Identification of projects aligned with Identification and conceptualisation of a
egen N National Development Plan project
[ opinion/ Approval Contracting authorities PPP Office
————————————————— ST T T T T T T T T T T T T TN
e ~
At least two menths before the beginning of In collaboration with contracting authorities
B rePofiice —{_ the year I ~ /
Contracting Authori v
. CnCEcingALbonty Advise before . Project list and brief
. BT re-submitting + Project Concept Notes

Submission of PPP projects

PPP Office
l 30 days
Project list non- Project list
compliant compliant
____________ e v

Consideration

PPP Technical Committee

+ 30 days

Approval of selected PPP projects

PPP Council
Guide CA Approve Rej_ect
project
‘ Approved PPP project list
A4
Preliminary CBA and detailed concept note Preliminary CBA
Contracting Authority PPP Office
_________________ N
—( With assistance from PPP Office /\—

*Note: "Concept Notes” can be submitted at any time of the year
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4.2 Overview of the process for identifying PPP projects
Identification of PPP projects

At least two months before the start of the financial year, Contracting Authorities must identify projects that
could be developed as PPPswithin their publicinvestment programmes.

At this stage, a preliminary analysis should be conducted to prioritise projects and help decision-makers
focus onthe mostimportantones.

Once potential PPP projects are identified, the Contracting Authority must create a prioritised project list.
Development of preliminary project concept notes

For each project included on the project list, the Contracting Authority must prepare a brief project concept
note. These notes shall be developed inaccordance with the guidelines issued by the PPP Office.

The PPP Regulations require the project concept note to include the following details:
e thenameortitle of the project

e thename of the Contracting Authority

e where there are multiple Contracting Authorities, the name of the lead Contracting Authority and other
Contracting Authorities, if any, anticipated to be involved in the project

e ashortdescription of the projectand its proposed location

e aninitial estimate of the size or cost of the project

e projectrationale and benefits

e anexplanation of howthe projectisin line with the National Development Plan

e anassessment of the viability, affordability and bankability of the project.

Otherrelevant details should be added, such as:

e ananalysis of theinitial consultations undertaken with stakeholders

e anoutline of the legalandinstitutional requirements of the project

e what the expected private sector outcomes from the project are, and the capacity of the Contracting
Authority to deliver the project

e ajustification for the project specifying the following:
- theprojects suitability for procurement as a PPP;
- theproject'svalue for money;
- howthe projectisinline with the National Development Plan;
- howtheagreementonthe project shall provide for the transfer of adequate risk to the private party;
- preliminary feasibility estimates and initial affordability, demand and revenue forecasts;
- theproject'sfiscalimplicationsto the Government;
- aninitial projectfinancing analysis, and estimated costs, revenues and financing requirements; and
- anassessmentoftherisksand challenges of the project.

Amodel project concept note can be found in 0 of this guide.
Validation of project list and concept notes

The Contracting Authority submits the project listand concept notes to the PPP Office for review.
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Within 30 days of receiving the project listand concept notes, the PPP Office will assess whether they comply

with the Act, Regulations, issued guidelines, and the National Development Plan. If any project does not
meet these requirements, the PPP Office will notify the Contracting Authority in writing, requesting
necessary amendments before resubmission.

If the PPP Office finds that the project list and concept notes comply with all relevant requirements, it will
forward them to the Technical Committee for consideration.

The Technical Committee will then review the documents within 30 days and submit them, along with its
recommendations, to the Council. Based on the Technical Committee’s recommendations, the Council may:

e Approve the proposed project list;
e Rejectspecific projects, providing written reasons for the rejection; or
e Requestrevisionstothe projectlist, offering guidance to the Contracting Authority.

Development of preliminary economic cost benefit analysis

Once a project is approved and the Contracting Authority decides to proceed, a preliminary economic cost-
benefit analysis is carried out as required, alongside further project conceptualisation. The preliminary

economic cost-benefitanalysis must:
e Clearly state the needs that the project intends to meet, and the degree to which the project intends to

meet those needs;
e |dentify all realistic options, including the option of maintaining the status quo, and where possible,

quantify the key elements of all the options;
e Compileapreliminaryassessment of the estimated costs and benefits of all the options;
e Choose a preferred option and make a judgment on whether its benefits are sufficient to warrant

incurring the costs associated with the project; and
e (learly state climate change practices to be taken into account by the project to ensure quality climate

resilience and adaptable infrastructure for the project.

In addition to projects proposed by Contracting Authorities, the PPP Office may, on its own initiative and in
collaboration with a Contracting Authority, identify and conceptualise additional projects. In such cases, the
PPP Office and the Contracting Authority shall jointly conduct the required preliminary economic cost-
benefitanalysis.

The capital investment identified at this stage determines whether the PPP is small and medium scale, i.e.,
underten million USD or kwacha equivalent.

Criteriaforidentifying PPP projects

Public projects whose preliminary analysis shows potential for structuring as PPPs are grouped togetherin
a long list of pre-selected PPP projects. To determine a project's PPP potential, the criteria outlined below
areused.
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Figure 4-2: Criteria foridentifying PPP projects

Level of preparation/maturity e This criterion reflects the project’s degree of maturity, i.e., its level
of preparation, particularly the degree of analysis of the project’s
technical, legal, socio -environmental and commercial/financial

feasibility.
Strategic interest of the e This criterion reflects the political will of the Contracting Authority
project and the government to develop the project, nota bly through

anchoring the project in the national programming documentation.

Alignment with Sustainable

This criterion refers to the potential impact of the project on

Development Goals and advancing the SDGs and addressing clima te change effects in the

climate change priorities country/region.

Project implementation e This criterion reflects the degree of successful implementation of

capacity a given project, given its intrinsic characteristics and its
implementation framework.

Budget sustainability e This criterion reflects the magnitude of the required public
contribution to the project.

Project’s attractiveness to e This criterion anticipates the project’s ability to generate the

the private sector required private sector appetite and a return on equity in line with

potential investors’ expectations.

Value for Money e The PPP option must outperform traditional procurement.

These criteria serve as essential benchmarks for

evaluating whether the elaborate, time-consuming, and All projects included in the PPP project list
costly structuring involved in a PPP can better fulfil the ~ @re intended for development. Establishing
objectives of the Contracting Authority in comparisonto ~ an order of priority simply means focusing
alternative forms of public procurement, either more ~ Public attention and resources on the most
effectively or at a lower cost. This evaluation process is ~ Mature projects first, until they are
refined continuously throughout every stage of the =~ completed. It does not imply that other
project's assessment and structuring. Consequently, ~ Projects are discarded. The ordering of
what may have initially appeared suitable fora PPP might ~ Priority is a dynamic exercise that must be
be deemed better suited for a conventional construction ~ reviewed and updated regularly.

contractas the feasibility study progresses.
PPP pipeline

Public projects that show potential for structuring as PPPs, after application of the prioritisation criteria,
make up the PPP pipeline.

AT THE END OF THE IDENTIFICATION STAGE: PPP projects that best reflect the potential of the
country are identified with priority projects ranked, where efforts should be invested. These elements
constitute the country’s PPP pipeline: the projects in the portfolio are now ready to be evaluated in
detail.
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1D ..., ARE
I3 PREPARATION AND STRUCTURING OF PPP

PROJECTS

The PPP project preparation stage is paramount as it determines the technical, legal and financial

structuring of the project and prepares for its implementation. It consists of a feasibility study that

provides the necessary data to inform the procurement of works and/or services.

The purpose of this analysis is to identify the following for each project:

The market for the projectin question (it willinclude sound “sector-specific” assessment criteria)

Its social and environmental feasibility, including the effects on climate change

Its technical feasibility

Its legal feasibility

Its commercial feasibility

Its economic impact

Its financial feasibility

The financial requirements and associated financing structure and expected returns on investment
forthe private partnerincluding bankability of a project.

Therisks associated with the project for both public and private sectors using a risk matrix.

These elements are intended to provide public authorities with key information on projects that is
essential to decide whether to proceed with the project using PPPs. Project feasibility studies are
therefore an essential step in any PPP project, and success or failure of the project depends greatly on

the robustness of the assessment.
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The diagram below shows the preparation process for PPPs which are part of the approved PPP project list
orwhere projects are identified by the PPP Office.

Figure 5-1: Process for the preparation of a PPP project

Legend Preparation of the PPP project
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PPP is confirmed as suitable and can be
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Ministry of Finance and National Planning Public-Private Partnership General Guidelines

115/




Feasibility study

Feasibility studies are an essential phase in any PPP project, and their quality can have a substantial impact
on the success or failure of a project.

The objectives of feasibility studies are the following:

Develop the project’s technical specifications

Identify publicdemand for the services generated by the project

Determinethe applicable legal framework and identify potential constraints

Determine the optimalinstitutionalarrangement based on existing mandates

Determine the financial sustainability of the project

Determine the project’s financing requirements, the respective share of public and private financing, and
the fiscal sustainability of the public share

Determineits acceptability to users

Determine the project’s risks and the appropriate allocation between the public and private sectors, by
drawing up a risk matrix.

These elements are intended to provide Contracting Authorities with detailed information on their projects,

which are necessary to decide whether to go ahead with the project and submit it to the market to select a
private partner.

Duration of aPPP agreement

The following factors are to be considered to determine the duration of a PPP:

e thelife spanofthetechnologytobe employed underthe PPP agreement

e the investment standards that are required to be maintained by each party to the PPP agreement
throughout the duration of the PPP agreement

e the economic and financial viability of the project and the economic life of the infrastructure, asset or
facilities to be provided

e thedepreciation of the project assets during the life span of the PPP agreement

e the period required by the parties to the partnership to— (i) maintain service delivery standards and
investment levels during the life span of the PPP agreement; and (i) recoup the party’s investment.

The duration of a small and medium scale PPP agreement shall be determined by the financial model,
and negotiated by the parties.

The Contracting Authority holds the prerogative to cease the advancement of a PPP project at any stage,

without the obligation to provide justification for its decision. As a result, it retains the flexibility to opt out of

the process, evenif the feasibility study confirms the project’s viability.

Furthermore, there are always avenues to explore to render a project feasible. For instance, an initially

unviable PPP project could potentially become viable if substantial public subsidies are allocated by the

public party. Each feasibility condition necessitates thorough assessment and scrutiny by the Contracting

Authority before determining the project’s progression.

The following table outlines the standard components of a feasibility study for PPP projects. However,

additional information may be necessary based on the specific characteristics of the project under

consideration. Appendix C provides the outline for a standard feasibility study.
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General Theme and Objective

Technical feasibility:
demonstrating the technical
feasibility of the proposed PPP

Economic feasibility:
demonstrating the benefits of the
PPP for local populations and its
acceptability to users

Commercial feasibility: assessing
the demand for the project and the
tariffs/user charges that could
support the investment

Legal feasibility: demonstrating the
legality of the proposed PPP

Ministry of Finance and National Planning

Content

Project implementation,
technological choices, associated
technical benefits and constraints,
etc.

Confirmation of socio-economic
interest, in particular the project'’s
ability to meet the country's
development challenges, within the
framework of a cost-benefit
analysis.

Assessment of project demand,
tariffs/user charges, and ensuring
financial sustainability through
comprehensive market analysis,
forecasting, tariff structuring and
risk assessment.

Applicable legal framework,
potential obstacles, choice of
procurement procedure, etc.

Rational

If no technical option meets the needs of the project, whether envisaged as a PPP or
in another form, there is no point in continuing with the preliminary assessment.

In most cases, the Contracting Authority will call in one or more external
consultants, experts in the technical sector of the project in question.

At the end of the technical feasibility study, the Contracting Authority must be in a
position to answer the following question: what are the technical options available
and how can they be implemented to meet the identified need?

Socio-economic analysis studies the economic benefits that the project will bring to
the public as a whole. These studies generally include an analysis of the social and
economic environment of the project area, including demographic data, economic
indicators and market trends. This analysis helps identify potential social and
economic risks and opportunities associated with the project.

Having established that the project is technically feasible and economically viable,
the next step is to understand whether the project, structured as a PPP, is attractive
to the market.

Private operators assess the commercial attractiveness of a project if it enables
them to obtain attractive returns in relation to the project's level of risk. In particular,
the internal rate of return (IRR) is used to measure a project's profitability.

Preparing the legal feasibility study ensures that the project complies with current
laws and regulations. This means identifying legal constraints and following the
necessary procedures.

Legal feasibility also enables to manage the legal risks associated with the project.
It enables measures to be taken to mitigate these risks, and to ensure that they are
properly managed throughout the project.

Finally, legal feasibility provides analysis and recommendations on the choice of
procurement procedure.
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Institutional feasibility: assess the The Contracting Authority's ability The purpose of an institutional feasibility study for a PPP project is to examine in

Contracting Authority's ability to to structure the project, conduct detail the Contracting Authority's ability to take on the responsibilities and

manage all phases of the project the procurement procedure, challenges inherent in successfully implementing the project and managing the PPP

and the PPP Contract negotiate, monitor and manage the contract. This in-depth assessment determines whether the Contracting Authority
project and the PPP contract in all has the skKills, resources and mechanisms required to structure the project properly,
its phases. carry out the procurement process, manage negotiations effectively and ensure

appropriate monitoring and management at each phase of the project and contract.
Institutional feasibility involves analysing the Contracting Authority's organisational
and technical capabilities, as well as its understanding of the legal, financial and
operational aspects of the PPP. This may include assessing its past experience in
delivering similar projects, the quality of its staff and teams dedicated to the PPP, its
ability to coordinate and collaborate with internal and external stakeholders, and its
command of the regulations and processes required to successfully set up and
manage a PPP.

Institutional feasibility also includes identifying the public entities that play a role in
the development or implementation of the PPP project, to ensure that the mandates
of public institutions are respected (regulatory authorities, for example, or local
authorities).

Socio-environmental feasibility: Environmental and social issues This study is generally carried out in parallel with the technical feasibility study,
assessing the environmental and impacts, with particular which must be adapted to the results of the environmental and social impact study.
impact of the PPP and assessment of climate change Assessing and mitigating environmental and social risks is as much an integral part
demonstrating that this impact will components. of risk management as managing the operational and financial risks of a PPP
comply with current legislation project. Taking environmental and social risks into account is crucial to the project,

its success, and the impact it will have.

Proper consideration of environmental and social issues from the outset of a PPP
project often results in improved performance of the final project.

For project stakeholders and neighbouring communities, analysing and mitigating
the potential negative consequences of the project increases its social impact.
Moreover, identifying and communicating the benefits of the project can lead to
greater acceptance by the local population and communities, ultimately reducing
the potential risks of project blockages.

Ministry of Finance and National Planning 18] Public-Private Partnership General Guidelines




Most bilateral and multilateral donors, as well as many financial institutions, require
a demonstration of environmental and social risk assessment and mitigation. In
addition to national regulations, most require compliance with international
standards and best practices (e.g. Equator Principles, IFC performance standards,
World Bank Group environmental, health and safety guidelines, etc.). -Establishing a
methodology for managing these environmental and social risks makes it easier for
international lenders to participate, thereby facilitating the search for financing.
Certain international Private Parties may also be concerned about these principles,
through their Corporate Social Responsibility (CSR) policy or because they are
concerned about the reputational risk posed by environmental and social impacts.

Financial feasibility: demonstrating  Assessment of the project’s Evaluating project, financial and capital returns requires financial analysis, i.e.

the financial robustness of the PPP financial and capital returns. establishing a financial model of the project. A model generally involves determining
in terms of expected traffic or the project's cash flows and various returns. This is followed by an analysis of the
revenues, and the corresponding project's financial soundness.

financial and operating costs In the case of a user-pay PPP, when revenues derived from user charges exceed

investment and operating costs, the project is generally considered commercially
attractive (provided the risks are deemed acceptable by potential investors and
lenders). On the other hand, when the revenues from user tariffs are not deemed
sufficient by potential project investors to achieve a certain level of profitability, the
government will have to assess the public contributions required to guarantee the
financial equilibrium of the project for the private partner in the PPP contract.

In the case of a public-payment PPP, the latter must be sufficiently large to ensure
financial profitability for the Private Party in charge of the overall mission associated
with the PPP contract.
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Based onthese analyses, the feasibility studyresultsin:

e A recommendation for the most efficient form of
contract, in line with the objective of optimising
public expenditure.

» Aproposed financial structure for the PPP project

« Theproject's technical specifications and associated
costs (CAPEXand OPEX)

» Aproposedriskallocation matrix for the project

A reasoned note on the choice of procurement
method

» The measures to be taken and the next steps to be
takentoimplement the PPP project.

Risk matrix

The risk matrix is an essential document in the
feasibility process. Its purpose is to identify the
project's various risks at every stage, and to allocate
management responsibility (anticipation, avoidance
and/or treatment) to the party best placed to manage
the risk, according to its nature, source, solution(s) to
be implemented, etc. This risk matrix, which must be
specific to the project concerned and its
environment, will necessarily differ according to
whether the PPP project is "public-pay", where risks
are shared, or "user-pay", where risks are essentially,

if not exclusively, borne by the concession operator. . o )
A standard risk matrix is included as Appendix E:

Standard Risk Matrix.

Appraisal and approval of feasibility study report

Once a Contracting Authority completes a feasibility study, it must submit the report and project proposal to
the PPP Office for appraisal.

Within 21 days of receiving the documents, the PPP Office will review them and forward them to the
Technical Committee for consideration.

Uponreceiving the documents, the Technical Committee may:

e Recommend the feasibility study reportand project proposal to the Council forapproval.

e Recommend the feasibility study report and project proposal to the Council for rejection or approval
providing written reasons.

e Returnthe feasibility study reportand project proposal to the Contracting Authority for revisions.

If the documents are sent back for revisions, the Contracting Authority must review and resubmit them
within 30 days for further appraisaland referralto the Technical Committee.

Based on the Technical Committee’s recommendation, the Council may approve or reject the feasibility
study reportand project proposal. If rejected, the Council must provide written reasons.

If significant changes occur after approval—especially regarding affordability, value for money, or risk
transfer—the Contracting Authority must prepare and submit a revised feasibility study report to the PPP

Office.

The PPP Office will then forward the revised report to the Technical Committee, which will review and submit
its recommendationtothe Council forafinal decision.

Appraisal of small and medium scale PPPs

The PPP Act includes specific provisions related to small and medium scale PPPs, defined as “a Public
Private Partnership whose total project value shall be as prescribed”, related to the procurement process of
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those PPPs and their duration. The PPP Regulations set out the process for small and medium-scale PPPs,
defined as partnerships with a value of 10 million US dollars or less. The graph below illustrates the specific
points at which the preparation process differs for these PPPs - they require a detailed concept note and
preliminary economic cost benefit analysis, to be appraised by the PPP Office, Technical Committee and
Council.

Figure 5-3: Process for the preparation of a small or medium PPP
Preparation of a small/medium PPP

LeQend Preliminary CBA and detailed concept note
[ opinion/ Approval Contracting Authority * !
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. PPP Office With assistance from PPP Office )— H
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. Contracting Authority + If the CN and preliminary
o CBA are non-compliant,
I pocument Preliminary CBA and the CA should amend
detailed concept note and resubmit
B resut
Appraisal
PPP Office
+ T10days
Recommendation
PPP Technical Committee
+ 30days
Decision
Council
|
! ~ 3
Reject and give reasons in | | Approve | Approve subject to feasibility

writing study

Procurement should be in
accordance with Small and
Medium PPPs

Follow same procedure as
other PPP projects

Fiscal commitments and contingent liabilities

The option of financing public infrastructure projects or the provision of social services through Public
Private Partnership tends to free governments of fiscal space and minimises risks. However, governments
may be exposed to fiscal risks and contingent liabilities such as viability gap funding and related capital
contributions, subsidies or foregone incomes, or other means of sharing risks. These liabilities can be direct
inwhich case the outcomes can be predicted with ease orindirect where the liability may or may not occur.

FCCL guidelines have been developed by the Public Private Partnership Office and are to be followed to
undertake this assessment. Appendix D provides FCCL management guidelines.

The FCCL Management Guidelines provides a methodological tool for use by the Public-Private Partnership
Office and the Contracting Authorities at both the Central and Local government levels to assess and
manage fiscal commitments and contingent liabilities arising from Public Private Partnership projects.

AT THE END OF THE EVALUATION PHASE: The Contracting Authority has a full understanding of the
project, its characteristics and what contractual, institutional and financial structuring to retain to obtain
the best results from the project.
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IF3 PROCUREMENT AND CONTRACTING OF PPP
PROJECTS

The objective of the Contracting Authority is to identify the best private partner, with whom it can build a
long-term partnership through a PPP contract.

The Contracting Authority prepares tender documents and the PPP contract. The basic procurement
stages are organised into the Pre-qualification Stage and the Request-for-Proposal Stage. For complex
PPP projects, where the Contracting Authority requires additional market consultations to establish
private-sector appetite, the Contracting Authority could also conduct early market engagements prior
tothe pre-qualification to facilitate a more accurate targeting of the tender process.

To identify the private partner, a competitive bidding process (call for tenders) is recommended to take
advantage of the technical, economic and financial competition between the various potential
candidates and thus ensure the selection of the best possible private partner.

Once the private partner has been selected, a negotiation process begins, during which the parties
discuss their respective rights and obligations in the context of the PPP project and results in a final
contract thatwill govern relations between the two parties.

6.1 Overview of the procurement phase
The principles guiding PPP procurement encompass the following key elements:

1. Competition:
e Encouraging a competitive environment by fostering fair and open competition among economic
operators.

2. Freedomofaccesstopublic procurement:
e Ensuring unrestricted access to public procurement through effective advertising and the
implementation of measures that facilitate free access toinformation for alleconomic operators.

3. Equaltreatment of candidates and bidders:
e Establishingclearand precise criteriaforthe equal treatment of candidates and bidders.

4. Transparency of the procedure:

e (uaranteeing transparency by informing all candidates and bidders in advance about the clear rules
governing the call for tenders. It is crucial to ensure that these rules are adhered to, and the results of the
procurement procedure are publicly disclosed.

5. Selectionbased on mosteconomically advantageous offer:

e Emphasising the selection of the most economically advantageous offer, where the decision is not solely
driven by price. Factors such as product or service quality, delivery times, durability, innovation, and supplier
reliability play a pivotal role in making an informed choice, contributing to a comprehensive evaluation
beyond monetary considerations.
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The figure below shows the stagesinvolved in PPP procurement.

Figure 6-1: Preparation of procurement process
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Figure 6 2: Procurement process decision tree
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Determining the procurement method

The adoption of a competitive bidding principle is compulsory for the selection of the private partner,
emphasising candidate qualification and the evaluation of the most economically advantageous offer. The
invitation to bid follows the following approaches:

e Pre-qualification
e Openor,exceptionally, direct.

Smalland medium PPPs can be procured through (a) solicited, (b) unsolicited, or (c) direct procurement.

Direct procurement
The following figure depicts the stages underadirect procurement.

Figure 6-3: Process for direct procurement

Legend Direct Procurement
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The direct procurement procedure is completed.

The Contracting Authority enters in negotiations
with the bidder.

Subject to Council approval, a Contracting Authority may enter into negotiations for a PPP agreement

without following the solicited or unsolicited procedures in the following circumstances:

e The projectisshort-term and the anticipated initialinvestment does not exceed a prescribed threshold;

e The project concerns national defence or security;

e Onlyonesourceiscapable of delivering the required service;

e There are operational or strategic advantages linked to a specific bidder based on national interest,
bilateral orinternational cooperation, or externaltrade;

e Thereis an urgent need for the works or services and alternative procurement methods are impractical,
provided the urgency was not foreseeable or caused by the contracting authority’s delay;

e No proposals were received, or all were non-compliant, in response to a prior pre-selection or request for
proposals,and arepeat processis unlikely toyield timely results;
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e Additional goods, equipment, technology or services are required from an existing supplier for reasons of

standardisation or compatibility, taking into account:
- the effectiveness of the original procurement,
- the limited size of the additional procurement,

- and thereasonableness of price and lack of suitable alternatives;
¢ Anyothercasethe Councildeems appropriate based onits merits.

Where direct procurement is approved, the contracting authority, in collaboration with the PPP Office, shall
conduct due diligence on the bidder. Subject to Council approval of the due diligence report, the contracting
authority may proceed with negotiations.

Procurement of transaction advisor

If the PPP Office finds that a Contracting Authority does not have the technical expertise to procure a project,
the Contracting Authority must, in consultation with the PPP Office, appoint a transaction advisor. The
advisor will assist with project development, preparation, procurement, negotiation, and financial
completion.

The appointment of a transaction advisor shall be based on the principles of transparency, disclosure,
equality, cost-effectiveness, and equal opportunity.

Constitution of an evaluation committee

Each PPP projectinvolves the establishment, of an evaluation committee within the Contracting Authority to
assess pre-qualification applications and bids. This committee is constituted by the Contracting Authority in
consultation with the PPP Office.

The functions of the evaluation committee are to:

e Evaluate bids in accordance with the relevant legislation and the solicitation documents issued by the
Contracting Authority; and

e Prepareadetailed evaluationreport.

Members of the evaluation committee carry out their mission with integrity and complete independence.
They are bound by the confidentiality of information they become aware of during the exercise of their
functions, including the PPP Contract, Bidders, and Offers, which continue to apply even after the cessation
of their functions.

The number and qualifications of members of the evaluation committee shall be determined by the value
and complexity of the procurement process.

Preparation of procurementdocuments

Any procurement procedure requires the preparation of procurement documents which provide potential
bidders with information about the project and instructions on how to express their interest and/or submit
their proposal for implementation. These procurement documents are prepared before the procedure is
launched. Although they can be adjusted between the different stages, if necessary, it is recommended to
prepare all the procurementdocuments upstream (for pre-qualification and for the tender notice).
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The procurement documents consist of the notices of procurement and award, request for qualifications,

requests for proposals and notification to bidders, which contain the draft PPP contract and its
specifications. The procurementdocuments are then forwarded to the PPP Office for their approval.

The Request for Expression of Interest includes a description of the proposed project, key elements such as
the services to be provided by the concessionaire and the envisaged financial arrangements and a summary
of the main terms of the anticipated PPP agreement. The Request for Expression of Interest also sets out the
procedure, location, and deadline for submitting applications, provides information on how to obtain the pre-
selection documents, and reserves the Contracting Authority’s right to invite proposals only from a limited
number of qualified bidders who best meet the pre-selection criteria.

The Request for Proposals sets out the detailed requirements that bidders must follow in preparing and
submitting their proposals for a PPP project. It includes general information necessary for proposal
preparation, a clear outline of the project scope, estimated cost, and any non-negotiable contractual terms.
The request for proposals also defines technical specifications and performance indicators, including
requirements related to safety, security, and environmental standards. Additionally, it specifies the
evaluation criteria, any thresholds for disqualifying non-responsive proposals, the relative weighting of each
criterion, and the methodology for applying these during the evaluation process.

Best practice is to share the draft PPP contract with potential bidders during the PPP bidding phase, as
an appendix to the bidding documents. Potential bidders should be invited to provide comments on the
draft contract, and to identify any terms of concern. This will speed up the subsequent contract
negotiation phase.

The Contracting Authority shall ensure that the tender documents do not contain any significant
discrepancies with the information contained in the feasibility study report (including the draft clauses
or sections of the PPP contract and procurement plan) and with the approved PPP contract.

Ageneric Concession Agreement template can be obtained from the PPP Office.

Approval of the procurement documents

Once the procurement documents are prepared, the Contracting Authority submits them to the PPP Office
for approval. This approval allows the authority to advertise, invite, solicit, or request bids for the pre-
selection process.

The PPP Office checks the consistency of the documents and may suggest improvements to the chosen
procurement method and the content of the documents.

6.1.1 Pre-qualification

The prequalification process allows for a shortlist to be developed prior to the publication of call for tenders.
The following figure depicts the pre-qualification process.
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Figure 6 4:Pre-qualificationprocess for applicants
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The prequalification procedure is completed. The

Contracting Authority invites the pre-selected
bidders to submit proposals.

Publication of Request of Expression of Interest

A Contracting Authority may issue a bidding document for a PPP to a prospective bidder only after obtaining
the approval of the PPP Office.

PPP tenders are complex and time-consuming to evaluate. The pre-qualification stage enables the
Contracting Authority to notify the market that it intends to select a private operator to implement a public

project. The definition of general criteria at the pre-qualification stage promotes adequate competition at
the tendering stage.

The Request for Expression of Interest must contain sufficient information about the project and how it will
be developedtoenable bidders to decide whether to express interest. This documentalso clearly sets out the
rules for submitting and compiling applications for prequalification, as well as the legal, technical and
financial requirements for prequalification.
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The invitation for Request for Expression of Interest must be published in line with guidelines issued by the

PPP Office.

e For national invitations to tender, a Request for Expression of Interest is published by the Contracting
Authority in a daily newspaper of general circulation and in any other medium deemed relevant. The
Request for Expression of Interest is published in such a way as to inform all potential candidates of the
existence of the project.

e For international invitations to tender, the Request for Expression of Interest is also published in a
medium with wide international circulation.

Criteriafor assessingbidder’s capabilities

One of the aims of the pre-qualification procedure is to select competent companies with the necessary
capacity to implement the project. It is therefore important to take into account the qualifications of each
company expressing interest in the project. Company pre-qualification criteria can be quantitative or
qualitative. Generally, financial strength and experience gained in similar projects should be taken into
account.
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Figure 6-5: Minimum criteria for pre-qualification

Themes

+ General experience and
relevant technical expertise:

+ Adequate professional and
technical qualifications to
carry out all phases of the
project.

+ Material and human
resources:

+  Management and
organisational skills,
relevant and appropriate
experience, particularly past
experience in managing
similar infrastructures of
comparable size.

+ Financial capacity, net
income, sales figures, or
other financial criteria
deemed appropriate:

- Sufficient financial capacity
to manage the project’s
financial flows and to support
its financing requirements.
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Evaluation criteria
Candidate’s experience in similar projects.
Minimum number of projects
developed/constructed/operated of specified
capacity.
Minimum number of projects
developed/constructed/operated of more than a
specified value.
Minimum number of similar plant operation and
maintenance contracts.
Any other criteria appropriate to the needs of the
PPP project.
Ability to deliver a PPP project in addition to
existing commitments.
Proposed team of experts.
Experience of working under similar conditions
(this criterion is critical if local conditions have a
material impact on the technical solution or

Capital / value of the applicant (a minimum net
worth may be requested depending on the size and
needs of the project)

Average annual sales (from audited and certified
financial statements)

Cash flow (from audited financial statements])
Applicant’s ability to invest the capital required for
the project.

Ability to secure the funds required for the project.
Applicant’s ability to meet contractual terms for
the duration of the contract.

Document to provide

Information and references relating to similar
projects.

Detailed statement of the workforce, equipment and
materials available to the candidate to carry out the
PPP contract, specifying whether they are owned or
leased.

Proof of professional risk insurance.

Certified financial statements and annual reports for
the last three financial years, or equivalent documents
complying with regulations.

Statement of total sales and net income for services
related to the PPP project over the last three financial
years.

Certificate from the national authorities or the State of
the foreign candidate confirming that the candidate
has fulfilled its tax and social security obligations.
Attestation from the national authorities or the
government of the foreign candidate’s country
certifying that neither the candidate nor its de facto or
de jure managers have been subject to temporary or
definitive sanctions.
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Evaluation of pre-qualification applications

The evaluation committee must review the Expressions of Interest and submit an evaluation report to the
Contracting Authority, which includes:
e Ashortlist of qualified bidders; and
e Astatementconfirming that:
- The shortlisted bidders have the capacity and mechanisms to successfully implement, manage,
enforce, monitor, and report on the proposed project; and
- The PPP Office and the shortlisted bidders have conducted due diligence, ensuring their competence
toenterintoa PPP agreement.

Once the Contracting Authority receives the evaluation and due diligence report, it must submit it to the PPP
Office within seven days, demonstrating compliance with the pre-selection criteria.

Abidderwill be disqualified at the pre-qualification stage if they:

al Provide false,inaccurate, orincomplete information

b) Engageincollusion, dishonesty, or corrupt practices

c] Failtomeetthe eligibility criteria stated in the Request for Expressions of Interest
d) Violate the provisions of these Regulations or any other relevant law.

Review and approval

Once the PPP Office receives the evaluation and due diligence report, it will submit it to the Technical
Committee for review.

The Technical Committee will assess the report and make a recommendation to the Council, which will
decide whetherto approve orrejectit.

If the Council approves the report, the Contracting Authority will invite the pre-selected bidders to submit
proposals.
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6.1.2 Opencallfortenders

The following figure depicts the tendering and evaluation process for a PPP contract.

Figure 6-6:Process for solicited call for tenders
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Single stage and two-stage procedures

In a one-stage procurement process, the Contracting Authority issues a single solicitation document,
typically a Request for Proposals (RFP), to all interested bidders. Bidders submit their technical and
financial proposals simultaneously. The evaluation committee reviews and evaluates these proposals based
on predefined criteria, and the contractis awarded to the bidder with the most advantageous offer.

Inatwo-stage procurement process:
(a) the initial request for technical proposals shall call upon the bidders to submit, in the first stage of the

procedure, initial proposals relating to project specifications, performance indicators, financing
requirements or other characteristics of the project as well as the main contractual terms proposed by the
Contracting Authority or Public-Private Partnership Office.

(b) the Contracting Authority may convene meetings and hold discussions with any of the bidders to clarify
questions concerning the initial request for technical proposals or the initial technical proposals and
accompanying documents submitted by the bidders which shall be recorded in minutes of the meeting or
discussion.
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(c) following evaluation of the technical proposals received, the Contracting Authority may review and, as

appropriate, revise the initial request for technical proposals by removing, modifying or adding to any aspect
of theinitial project specifications, performance indicators, financing requirements or other characteristics
of the project, including the main contractual terms and any criterion for evaluating technical proposals and
ascertaining the preferred bidder, as set outin theinitial request for technical proposals.

Figure 6-7:Single-stage and two-stage procedure

l Is it feasible to adequately describe the characteristics of the proposed project
within the RFP?

o Single stage procedure o Two-stage procedure

: : M CA issue an initial request for technical proposals and
Pre-selected bidders pay required fee invites bidders to submitinitial technical proposals

CA issues RFP and associated documents to pre-selected CA may meet with bidders to clarify proposals, with records
bidders kept of all discussions

After reviewing proposals, the CA may update the request by

adjusting project details, terms, or evaluation criteria

‘B_ CA will request final proposals based on the revised and
ey standardised project details and terms

Evaluation criteria

The criteria for evaluating the technical aspects of a proposal mustinclude:

e technicalsoundness;

e compliance with environmental standards in accordance with applicable laws;
e operationalfeasibility;

e quality of servicesand measures to ensure service continuity; and

e anyothercriteriathat may be prescribed.

The criteria for evaluating the financialand commercial aspects of a proposal shallinclude:

e thepresentvalue of proposed user levies, unit prices, and other charges over the term of the agreement;

e thepresentvalue of anydirect payments proposed by the Contracting Authority;

e the estimated costs associated with design, construction, annual operation and maintenance, including
the presentvalue of capitaland operating expenditures;

e therobustnessofthe proposedfinancialarrangements;

e the extent to which the bidder accepts the negotiable contractual terms proposed by the Contracting
Authorityinthe request fortechnical proposals;

e theanticipated socialand economic benefits of the proposal; and

e anyothercriteriathat maybe prescribed.
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Outcome of Evaluation

The evaluation committee reviews all proposals based on the criteria and weighting outlined in the request
for proposals. It ranks all eligible proposals and awards the preferred bidder status to the highest-ranked
bidder. Thisranking will be included in the evaluation report submitted to the Contracting Authority.

Once the Contracting Authority receives the evaluation report, it forwards it to the PPP Office within seven
days. The evaluation report must include a summary of the evaluation findings, an affordability assessment,
avalue for money assessment, and a risk assessment, including a risk allocation matrix. It must also detail
any government supportrequired, including any significant potential contingent liabilities.

The evaluation process takes 30 days, covering preselection, technical, financial, commercial, and other
relevant aspects of the project, leading to the preparation and submission of the report.

Approval

The PPP Office submits the evaluation report to the Technical Committee for review. After assessing the
report, the Technical Committee makes a recommendation to the Council, which will either approve or reject
it. If approved, the Council directs the Contracting Authority to begin negotiations with the preferred bidder.

6.1.3 Procurement of Smalland Medium Scale PPPs
The procurement of Smalland Medium Scale Public Private Partnershipsis simplified.

A Contracting Authority thatintends to procure, a Smalland Medium Scale Public Private Partnership, using
asolicited method, shall, after the approval of the Smalland Medium Scale Public Private Partnership by the
Council, prepare and submit a request to the PPP Office for authorization, to issue a Request for Proposals,
which shallinclude a Request of Qualifications of the proposed bidder.
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Figure 6-8 Procurement of Smalland Medium Scale PPPs
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6.2 Finalisationand Approval of the PPP Contract

The following figure depicts the contracting stages.

Figure 6-9:Finalisation and approval of the PPP contract
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Negotiation

Within 10 days of the Council approving the evaluation report, and in consultation with the PPP Office, the
Contracting Authority appoints a multi-sectoral negotiation team to engage with the preferred bidder on the
partnership’s terms and conditions. The negotiation team shall consist of at least nineteen members with
relevant technical knowledge, experience and skill of the project, and experts with knowledge in Public
Private Partnership, law and finance. The team shall have at least one representative from the PPP Office.

The Contracting Authority then invites the preferred bidder to negotiate the PPP agreement. Negotiations
must not change the project scope in a way that significantly shifts risk, nor include terms marked as non-
negotiable in the Request for Proposals.

Negotiations must be completed within 90 days unless the PPP Office grants an extension. Any request for
an extension must be submitted at least 21 days before the deadline, with valid reasons, and any rejection
must be explained in writing.

If negotiations seem unlikely to succeed, the Contracting Authority must inform the bidder of its intention to
terminate negotiations and allow time for the bidder to submit its best and final offer. If the offer remains
unacceptable, the Contracting Authority recommends terminating negotiations to the PPP Office, seeking
Councilapproval.
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Once approved, the Contracting Authority may invite the next-ranked bidder(s) who meet the evaluation
criteria to negotiate, following the ranking order. This process continues until an agreement is reached with
one ofthe bidders orall proposals are rejected.

Once negotiations with abidder are terminated, they cannot be resumed.

Mandatory provisionsina PPP agreement

APPP agreement shall provide for such matters as the parties consider appropriate, including:

(a) the nature and scope of the works to be performed and the services to be provided by the
concessionaire;

(b) the conditions under which services are to be provided, and the extent of any exclusivity granted to the
concessionaire under the agreement;

(c) the assistance that may be provided by the Contracting Authority to the concessionaire in securing
the necessary licences and permits required for the implementation of the project;

(d) the return of assets, if any, to the Contracting Authority upon the termination or expiry of the
agreement, in such manner as may be provided forin the agreement;

(e) the procedures for review and approval of engineering designs, construction plans and specifications
by the Contracting Authority, and the procedures for testing, final inspection, approval, and acceptance
of the project;

(f) the right of the PPP Office, the Contracting Authority, or any relevant regulatory agency to monitor the
works and services performed by the concessionaire, and the conditions and extent to which they may
ordervariations to the works or services or take other reasonable actions to ensure the proper operation
of the projectand compliance with applicable legaland contractual requirements;

(g) the concessionaire’s obligation to provide the PPP Office, the Contracting Authority, or other relevant
regulatory agency, as applicable, with reports and other information concerningits operations;

(h) the remedies available in the event of default by either party;

(i) the extent to which either party may be exempt from liability for failure or delay in performing its
obligations under the agreement due to circumstances beyond its reasonable control;

(j) the duration of the agreement and the respective rights and obligations of the parties upon its expiry
ortermination;

(k) the methodology for calculating compensation;

() the governing law of the agreement and the mechanisms for settlement of disputes that may arise
between the concessionaire and the Contracting Authority or PPP Office;

(m) the rights and obligations of the parties concerning confidential information;

(n) the applicable financial terms;

(o) the allocation of generic risks between the Contracting Authority and the concessionaire;

(p) corporate social responsibility requirements, where applicable;

(q) the payment arrangements to the concessionaire, whether by way of compensation from a revenue
fund orthrough user levies collected by the concessionaire for services rendered;

(r) the mechanisms and procedures for transfer of assets to the Contracting Authority in the event of
winding up of the project;

(s) provisions on price revisions following negotiations, provided such revisions do not compromise the
quality specifications set outin the original tender; and

(t}any otherinformation as may be prescribed.
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Approval

Once negotiations are completed, the Contracting Authority must submit a negotiation report to the Council
forapproval. Thisreport mustinclude the financial modeland the draft PPP agreement.

The Council shall within 28 days of the receipt of the negotiation report, approve, reject, or defer the
execution of a Public Private Partnership agreement between a Contracting Authority and a preferred
bidder.

A Contracting Authority shall submit the approved Public Private Partnership agreement for clearance to
the Secretaryto Treasuryinaccordance to the Public Financial Management Act.

A Contracting Authority shall, prior to the execution of the Public Private Partnership agreement, submit the
approved Public Private Partnership agreement to the Attorney General for clearance.

ConstitutionofanSPV

Before the execution of the PPP agreement, the preferred bidder must establish an SPVincorporated in the
Republic of Zambia. The agreement must include terms consistent with those in the request for proposals.
These terms must specify the minimum capital required for the SPV and the process for obtaining the
Contracting Authority’s approval of the SPV’s Articles of Association and any amendments.

Execution of agreement

After receiving clearance from the Attorney-General, the Minister responsible for finance and the
Contracting Authority will sign the agreementwith the SPV formed by the preferred bidder.

Disclosure

Within 14 days after signing the agreement, the Contracting Authority must publish the tender results and
details of the preferred bidder in a widely circulated daily newspaper and through accessible electronic
media in the Republic of Zambia.
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Ik2 EXECUTION AND MONITORING OF PPP
PROJECTS

Following the signing of the PPP Agreement, the Contracting Authority sets up a projectimplementation
team to monitor the project’simplementation, ensure its accordance with the applicable legal standards
and the contractual conditions agreed to by the parties, and ensure that the private partner fulfils its
contractual obligations during the major phases of the project’simplementation:

The development phase
The construction phase
The pre-operational phase
The operation phase

The end of the contract
The project handback

The project implementation team must also ensure that the public entity fulfils its contractual
obligations.

Ministry of Finance and National Planning |39/ Public-Private Partnership General Guidelines




Executing and monitoring the implementation of the PPP contract requires the participation and coordination not only of the private partner and the Contracting
Authority, butalso of other public authorities with competenciesin this area.

Figure 7-1: Execution and monitoring of PPP projects
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7.1 Projectimplementationteam

Setting up the projectimplementationteam

With guidance from the PPP Office, the Contracting Authority must set up a project implementation team to
oversee all phases of the project within 45 days of the execution of the PPP agreement. The team is headed
by an officer of the Contracting Authority, who is appointed by the Contracting Authority in consultation with
the PPP Office taking into account the officer’s skillset and experience in PPPs, and appropriate technical,
legalorfinancial experience.

The project implementation team operates within the Contracting Authority’s allocated budget and shall

establish and maintain mechanisms for:

e measuring project outputs, as specified in the PPP agreement;

* monitoring the implementation and performance of the project;

e ensuring coordination with the concessionaire;

e maintainingcommunication channels with relevant stakeholders;

e reviewing issues identified and reported by the contract manager appointed under the PPP agreement;
and

e preparing monthly status reports on the implementation and performance of the project, annual reports,
and other periodic reports for submission to the PPP Office through the Contracting Authority.

Development of the performance and monitoring plan and contract managementplan

During the execution stage, the concessionaire must prepare and submit project performance and
monitoring reports to the Contracting Authority atintervals setin the PPP agreement.

At the same time, the Contracting Authority must develop a project management plan and appoint a
Contract Manager. The Contract Manager is responsible for overseeing the Contracting Authority’s
obligations and ensuring the concessionaire’s performance aligns with the PPP agreement.

Projectimplementation

The normal execution of a PPP contract begins once all contractual conditions have been fulfilled by both
parties. The PPP agreement clearly defines the rights, obligations, and conditions under which the private
partner carries out the works and delivers the agreed services. This legal framework includes key elements
such as the nature and scope of the works, service delivery conditions, approval and inspection procedures,
compensation mechanisms, risk allocation, confidentiality, dispute resolution, and governance.

Oncethe contractis launched, the private partner undertakes the execution phase of the agreement.

In addition to its execution duties, the private partner is required to submit an annual report detailing the
progress of the project. This report helps monitor contract implementation and enables early detection of
potentialrisks or delays.

Simultaneously, the Contracting Authority, through its project management team, is responsible for the
monitoring of contract execution. This includes technical, administrative, and financial oversight, as well as
the submission of regular progress reports to the PPP Office. The Contracting Authority also plays a key role
in coordinating inspections, approving deliverables, and ensuring compliance with timelines and
contractual obligations.

Ministry of Finance and National Planning l41] Public-Private Partnership General Guidelines




The PPP Office, provides oversight of the overall PPP program. It offers technical guidance, ensures

regulatory compliance, and compiles an annual report on the PPP program, which includes key
performance indicators and forecasts related to future commitments.

The concessionaire is also required to submit detailed project performance and monitoring reports
according to the schedule defined in the PPP agreement. The concessionaire must maintain accurate
accounting records, which must be made available for review by the Contracting Authority or the PPP Office
upon one month’s notice and submit audited financial statements and any other reasonably requested
information within three months after the end of each financial year.

Once all these steps are fulfilled and the required reports are submitted and reviewed, the PPP contract is
deemedto be properlyimplemented, inalignmentwith the objectives of the PPP program.

End of contract

Atthe conclusion of a PPP agreement whether at expiry or upon early termination the Contracting Authority
is responsible for ensuring that the transfer of assets is carried out in accordance with the terms and
conditions set out in the PPP agreement. This process, known as handback marks the moment when the
project’'sinfrastructure or assets formally revert to the public sector.

The handback phase begins with an evaluation of the condition of the assets, which is conducted by the
project management team or an independent assessment body designated for this purpose. The goal is to
determine whether the infrastructure has been maintained to the required standards over the contract
period.

Following this evaluation, the Contracting Authority verifies that the condition and status of the assets align
with the obligations established in the PPP agreement. This includes checking for compliance with technical
specifications, maintenance requirements, and any refurbishment or upgrade obligations that may be
stipulated before the transfer.

Winding-up and handback

Accordingtothe PPP Act, 2023, a PPP agreement shall provide, as appropriate, for:

(a) the compensation to which the concessionaire may be entitled in respect of assets transferred to the
Contracting Authority or to a successor concessionaire, or acquired by the Contracting Authority;

(b) the transfer of technology necessary for the continued operation of the project;

(c) the training of personnel of the Contracting Authority or of a successor concessionaire in the
operationand maintenance of the project;

(d) the provision by the concessionaire of ongoing support services and resources, including, where
required, the supply of spare parts, for a reasonable period following the transfer of the project to the
Contracting Authority or to a successor concessionaire;

(e) a requirement that the asset, at the time of expiry of the agreement, shall possess a reasonable
remaining useful life; and

(f) the establishment of a contingency fund to cover any maintenance requirements after handback.

The PPP agreement shall include provisions setting out the mechanism by which winding-up and
handback shall be affected no later than two years prior to the expiry of the agreement.
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Once compliance is confirmed, the assets are formally transferred to the Contracting Authority. This marks
the completion of the PPP contract’s lifecycle. At this point, the Contracting Authority may choose to

reassign service delivery through a new PPP arrangement or resume direct control and operation of the
service orinfrastructure internally.

7.2 Managingunforeseenevents duringimplementation

Since a PPP contractis complex and concluded for a long period, many unforeseen events may occur during
its execution. The PPP contract must therefore stipulate how these events, and their consequences, are to
be managed by the Parties. These include:

° Substitution of concessionaire
° Variation oramendment of the PPP contract
° Termination of the PPP contract.

Substitution of concessionaire

A Contracting Authority may, in the case of material default by the concessionaire or in any other event that
could otherwise justify termination of the PPP agreement, agree with any entity extending financing for the
projectand the concessionaire to substitute the concessionaire with another party to assume the obligations
underthe existing PPP agreement.

The Contracting Authority may also facilitate for the concessionaire to securitise any project receivables and
assets in favour of an existing financing for a project on terms that the Contracting Authority may determine
in order to safeguard the successful implementation, completion, management, and control of the project,
subjecttothe approval of the Council.

Variation or amendment of the PPP contract

During implementation, exceptional circumstances may justify a revision of the concession, particularly in
cases of significant economic, financial, or legislative disruptions that alter the contract’s original balance.
Suchrevisions are strictly regulated. They must include the following:
e occurredduringthe performance of the concession agreement;
e bebeyondthe control of the concessionaire; and
e beofsuchanaturethatthe concessionaire may notreasonably be expected to have:

- takenthechangesintoaccountatthe timethe PPPagreementwas negotiated; or

- avoided orovercome the consequences.

They may also be considered in the event of force majeure, project suspension by a public entity, or mutual
agreement justified by national or publicinterest.

Notwithstanding these provisions, a PPP agreement may be revised if the concessionaire demonstrates that
the revision upholds the core objectives of the partnership. In particular, the proposed revision must ensure:
e the projectcontinuestodelivervalue for money;

e theprojectremains affordable, as verified by the PPP Office where the revision has financialimplications;

e theappropriate transfer of risk to the concessionaire is maintained;

e publicservices continue to be delivered efficiently and effectively; and

e environmental protectionand preservationare upheld.
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If parties to a PPP agreement wish to change or amend the contract, the Contracting Authority must submit
adraft of the proposed changesto the PPP Office for review.

The PPP Office will assess the proposal within 10 days and forward it, along with recommendations, to the
Technical Committee. The Technical Committee will then review the draft within 10 days and submit its
recommendations to the Council.

If the Council approves the proposed changes based on the Technical Committee’'s recommendations, the
Contracting Authority must send the amendment to the Attorney General for legal clearance.

Once cleared, the amended PPP agreement will be signed by the Minister responsible for finance, the
Contracting Authority, and the private party.

The duration of a Small and Medium Scale PPP agreement shall not be extended, except where (a) there
is a delay in completion or interruption of operations due to circumstances beyond any party’s control; (b)
the project is suspended for reasons not caused by the concessionaire; (c) there is an increase in costs
arising from requirements of the Contracting Authority which was not foreseen or included in the
agreement; or (d) there is an increase in costs arising from requirements of the bidder in an unsolicited
project which was not foreseen orincluded in the financial model or agreement.

Termination

APPP agreementshallinclude provisions that:

a) allow the Contracting Authority to terminate the agreement where the concessionaire can no longer
reasonably be expected to perform its obligations due to insolvency or material default, or for compelling
reasons related to public interest, subject to the payment of compensation as agreed in the PPP
agreement;

b) allow the concessionaire to terminate the agreement in the case of material default by the Contracting
Authority or another public authority of its obligations under the agreement, or, where the parties have
failed toagree onarevision of the agreement;

c) allow either party to terminate the agreement by mutual consent or where the performance of obligations
isrendered impossible by circumstances beyond a party’s reasonable control;

d) specify how compensation due to either party shall be calculated in the event of termination of the PPP
agreement.
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L
IE) DEALING WITH UNSOLICITED PROPOSALS

Whatisan unsolicited bid?

Traditionally, governments engage the private sector in infrastructure development through a public
planning process, known as public-initiated projects. However, in instances where a private entity
initiates the proposal for an infrastructure or service without explicit government invitation, it is termed
asanunsolicited proposal, representing an exception to the principle of publicinitiative.

Unsolicited proposals (USP) offer several advantages for the government:

e They provide opportunities for the private sector to innovate in addressing public infrastructure and
service needs that may not have been identified by the government.

e Government resources allocated for project preparation and development can be conserved if the
unsolicited bidder undertakes the feasibility study.

e Theinterest shown by the promoterin the project signals its viability, thus enhancing the likelihood of
successfulimplementation.

The PPP Act, 2023 outlines the following process for responding to unsolicited proposals.

Figure 8 1: Process for unsolicited proposals
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These steps are not required for small and medium scale PPPs.
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Submission of Unsolicited Proposals

A bidder may submit an Unsolicited Proposal to a Contracting Authority to initiate a PPP project. Upon
receipt of the proposal, the Contracting Authority mustimmediately notify the PPP Office. For the proposalto
be considered, it must be innovative, independently developed by the bidder, and demonstrate clear benefits
tothe public. The proposal mustalsoinclude sufficient supporting documentation such as the business case
(including project cost and revenue recovery plan), technical scope, legal requirements, socioeconomic and
environmental impacts, affordability and value-for-money analysis, financial model and indicators, land
requirements (if applicable), and the proposed PPP model. The bidder must also demonstrate that the
projectis bankable.

Atthe time of submission, the bidderis required to pay a prescribed, non-refundable fee into the PPP Fund to
cover the costs associated with the processing, review and evaluation of the Unsolicited Proposal. The
payment of this fee does not create any obligation on the part of the Contracting Authority or the PPP Office to
approve or proceed with the proposal.

The Contracting Authority and the PPP Office must maintain a register of all Unsolicited Proposals received,
on a first-come, first-served basis, and are responsible for ensuring the confidentiality of any proprietary
information contained in the proposal. If the proposal does not meet the eligibility requirements, the
Contracting Authority must communicate this decision inwriting to the bidder.

Assessmentand approval

Within 14 days of receiving the Unsolicited Proposal, the Contracting Authority undertakes a preliminary
assessment. If the proposal meets the necessary criteria, it is forwarded to the PPP Office together with a
recommendation and a summary of the preliminary evaluation. The PPP Office then undertakes a site
inspection and, within 14 days of the inspection, reviews the proposal to assess its suitability for further
consideration. If found suitable, the PPP Office submits the proposal to the Technical Committee for review.
If satisfied that the proposal meets the criteria for Unsolicited Proposal, the Technical Committee forwards
it to the Council for preliminary approval. The Council may approve or reject the proposal and must provide
written reasonsin the eventof arejection.

If the Council grants preliminary approval, the Contracting Authority must formally notify the bidder.
Following this, the PPP Office, together with the Contracting Authority, undertakes due diligence on the
proposal and on the bidder. The due diligence reportis submitted to the Council for further consideration. If
satisfied with the proposal and the bidder’s capacity to implement it, the Council directs the Contracting
Authority to proceed with competitive procurement.

Competitive Procurement

When a Contracting Authority decides to subject an unsolicited proposal to competition, it must issue a

public advertisement that:

e Describesthe general nature and scope of the unsolicited proposal;

e Indicates the location of the project and the nature of the work to be performed on or in connection with
the project; and

e Providesthe addresstowhich competing proposals may be submitted.
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The advertisement must also specify:

o Areasonable period within which competitors may submit their proposals; and

o The cost of obtaining the solicitation documents.

. The shared roles and responsibilities of the Contracting Authority and the unsolicited bidder, including
the list of studiesto be carried out;

J Communication procedures between the two parties;
° The timetable for carrying out the required studies, if need be; and
° The confidentiality of the documents, to facilitate making the studies available to all candidates in the

callfortenders for the project.
Evaluation of Unsolicited Proposals

Competing proposals are evaluated for comparability against the original unsolicited proposal and are
assessed based on innovation, technical and financial merit, public benefit, and the qualifications and
experience of the bidder. Following evaluation, the Contracting Authority may proceed with the original
Unsolicited Proposal, a competing proposal, or reject all proposals.

If a competing proposalis selected, the Contracting Authority and the PPP Office must undertake technical,
financial, and legal due diligence on the preferred bidder. The due diligence report is submitted to the
Technical Committee and then to the Council for finalapproval.

If the Council is satisfied with the outcomes of the procurement process, it authorises the Contracting
Authority to proceed with negotiations and contract finalisation. All subsequent steps negotiation,
contracting, and financial close must follow the same procedures as those applicable to all PPP projects,
subject toany modifications necessary to reflect the unsolicited nature of the original proposal.
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\dd A ) ¢.¥8 KEY DEFINITIONS

Thefollowingis aselection of definitions extracted from the PPP Act, 2023.

“affordability” means—

(a) the financial commitments to be incurred by a contracting authority in terms of PPP agreement that are
sustainable and do not impose an unreasonable burden on the contracting authority and may be met by
funds—

(i) designated within the existing budget of the contracting authority for its function to which the PPP
agreementrelates;and

(ii) assigned to the contracting authority in accordance with its relevant future budgetary allocation; and

(b) meeting the cost of delivering a facility or service in relation to the project by the contracting authority
which does notimpose an unreasonable financial burden onthe end users;

“asset” means an existing asset and includes movable and immovable property of a contracting authority or
a new asset to be acquired for the purposes of entering into a PPP agreement and the intellectual property
rights vested in the contracting authority;

“bid” means a tender, an offer, a proposal or price quotation, given in response to an invitation to participate
inaproject;

“bidder” means a person that participatesin pre-selection or evaluation proceedings relating to a project;

“bidding documents” means a solicitation document or other document for solicitation of bids, on the basis of
which a bidder shall prepareits bids;

“bidding consortium” means two or more bidders who collectively submit a bid for project, and “bidding
consortia” shall be construed accordingly;

“Chairperson” means the person appointed as Chairperson of the Council;
“chairperson” means the person appointed as chairperson of the Technical Committee;
“citizen” has the meaning assigned to the word in the Constitution;

“concessionaire” means a person from the private sector who is awarded and undertakes a project under a
PPP agreement;

“constitutional officer holder” has the meaning assigned to the words in the Constitution;

“contingent liability” means a fiscal obligation dependent on a specific but uncertain event that may or may
not materialise in the future on which the materialisation of this obligation creates a fiscal cost for the
Government;

“contracting authority” means a public body and entity owned by a public body that has the power to enterinto
a Public Private Partnership agreement and intends to have any of its functions performed by a
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concessionaire for the implementation of a project;

“controlling officer” has the meaning assigned to the words in the Public Finance Management Act, 2018;
Councilmeans the Public Private Partnership Council
Councillor has the meaning assigned to the word in the Constitution.

“economic feasibility” means the assessment of cost or benefit analysis of a project that assists a contracting
authority to determine the viability cost, and benefits associated with a project;

“evaluation committee” means an evaluation committee established for the purpose of evaluating pre-
qualifying bidders;

“feasibility study” means a study undertaken to determine the technical, financial, legal, social and
environmentalviability of undertaking a project;

“financial close” means a circumstance where the project financing agreements are signed, conditions
precedent required are metand the concessionaire can start drawing down finances to commence work on a
project;

“Fund” means the Public Private Partnership Project Development Support Fund;

“generic risks” means circumstances that have the potential to adversely affect the development of, or
interests of the parties toa projectin the period of development construction or operation;

“handback” means the date at the end of the period of the PPP agreement where the assets or infrastructure
which make up the project transfertoa contracting authority;

“infrastructure project” means the design, construction, development and operation of a new infrastructure
orthe rehabilitation, modernisation, expansion or operation of an existing infrastructure;

“localauthority” has the meaning assigned to the words in the Local Government Act, 2019;

“local content” means the extent of utilisation of local materials, products or personnel in the production of
goods and servicesinthe Republic;

“material default” means a failure by a party to a Public Private Partnership agreement to honour its
obligations which negatively affects the delivery of infrastructure and provision of services to the public, and
remains unsatisfied after a reasonable period of time and after a party has received written notice of the
failure;

“National Development Plan” has the meaning assigned to the words in the National Planning and Budgeting
Act, 2020;

“office holder” means an employee of the Public Private Partnership Office or contracting authority;
“personwith disability” has the meaning assigned to the words in the Persons with Disabilities Act, 2012;

“preferred bidder” means a successful bidder selected during the competitive selection process including a
bidding consortium;
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“project” meansthe—

(a) design, construction, development or operation and maintenance of a new infrastructure, asset or facility
under a Public Private Partnership agreement;

(b) provision of services under a PPP agreement; or

(c) the rehabilitation, modernisation, expansion, operation or management of an existing infrastructure,
assetorfacilityunderaPublic Private Partnership agreement;

“projectagreement” means a contract concluded between a concessionaire and third party;

“public authority” means a public officer, state officer, councillor, constitutional office holder, judge and
judicial officer;

“publicbody” has the meaning assigned to the words in the Public Finance Management Act, 2018;

“Public Private Partnership” means a mechanism for private sector participation in the performance of a
public functionthrough a project on behalf of a Contracting Authority;

“Public Private Partnership agreement” means a contractual arrangement between a Contracting Authority
and a concessionaire, made inaccordance with this Act, in which the concessionaire—

(a) undertakes to perform in an infrastructure project or infrastructure facility or asset as specified in the
Second Schedule or as prescribed and agrees to handback the infrastructure project or infrastructure
facilityor assetatthe end of the PPP agreement;

(b) undertakes to provide public services as may be required;

(c) assumes substantial financial, technical and operational risks in connection with the performance of the
infrastructure project or use of State assets; and

(d) receives consideration for performing a public function or utilising State property, either by way of —
(i) afee from any revenue fund or a Ministry’s budgetary funds;

(ii) user levies collected by the concessionaire from users or customers for a service provided by the
concessionaire; or

(iii) a combination of the consideration paid under subparagraphs (i) and (ii);

“Public Private Partnership Office” means the Public Private Partnership Office which shall be with the
ministry responsible for finance and is responsible for the implementation of the provisions of the PPP Act;

“public officer” has the meaning assigned to the words in the Constitution;

“regulatory agency” means a statutory corporation that is entrusted with the power to issue and enforce the
laws governinginfrastructure developmentorthe provision of services;

“relative” has the meaning assigned to the words in the Anti-Corruption Act, 2012;
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“solicited proposal” means a proposal relating to the implementation of a project that is initiated by a
contracting authority or public body;

“special purpose vehicle” means a project company incorporated in the Republic by a preferred bidder for the
purpose of undertaking a projectinaccordance with a project agreement executed by the parties;

“State officer” has the meaning assigned to the words in the Constitution;

“Technical Committee” means the Public Private Partnership Technical Committee which shall advise the
Councilontechnical mattersrelating to public private partnerships and projects under the PPP Act;

“transaction advisor” means a person who has the appropriate skills and experience to assist and advise a
contracting authority or the Public Private Partnership Office on matters related to a PPP;

“unsolicited proposal” means a proposalrelating to a project thatis initiated by the bidder;

“user fee” means the right or authority granted to a concessionaire by a contracting authority to recover
investmentand a fairreturn on investment, and includes tolls, fees, tariffs, charges or other benefit;

“value for money” means the value attached to the undertaking of a public function of a contracting authority
by a concessionaire under a Public Private Partnership which results in a net benefit accruing to that
contracting authority defined in terms of cost, price, quality, quantity, timeliness orrisk transfer;

“Vice-Chairperson” means the person elected as Vice-Chairperson of the Council;
“vice-chairperson” means the person elected as vice-chairperson of the Technical Committee;

“Zambia Environmental Management Agency” means the Zambia Environmental Management Agency
established underthe Environmental Management Agency Act, 2011;

“Zambia Institute of Chartered Accountants” means the Zambia Institute of Chartered Accountants
established underthe Accountants Act, 2008;

“Zambia Public Procurement Authority” means the Zambia Public Procurement Authority established under
the Public ProcurementAct.
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\dd, 010 4:F PROJECT CONCEPT NOTE

The aim of the project concept note is to guide project owners on the essential preliminary information

required. It serves as afoundational guide for conductinginitial analyses tojustify their choice of options.

PROJECT CONCEPTNOTE TEMPLATE

ITEM ‘ PROJECT INFORMATION REQUIRED

PROJECT INFORMATION

Identification
Number (ID)

Insert project identification number.

Identification number should be unique and should include an abbreviation of the CA
followed by the number of the PPP project/ year of inception.

e.g. MoFNP/PPP001/2025

Contracting
Authority (CA)

Insert CA responsible for the project e.g. Ministry of Finance and National Planning

Implementing
Agency

Indicate the authority that is in charge of implementing the project, (If different from
CA) e.g. ZRA as implementing agency while Ministry of finance is the Contracting
Authority

Project Name

Short and succinct, capturing the essence of the project.

Location Provide project location including Province and District/City.
Sector(s) Insert the sectors in which the project is being implemented
PPP Model Insert suggested PPP Model e.g. Design Finance Build Operate and Transfer

(DFBOT), Build, Own, Operate, Transfer (BOOT), Built, Operate and Transfer (BOT)
etc.

Project Start Date

Indicate the day/month/year in which project implementation is expected to begin.

Project End Date

Indicate the day/month/year in which project implementation is expected to end.

Concession Period

Indicate the Concession Period

Estimated Project
Lifetime

Provide an estimate of the project’s economic lifetime.
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Item Project Information Required

Contact Name, Email, phone
number and Designation

Ensure the contact person is the project officer in charge of the daily
management of the project.

Submission Date to PPP
Department

Indicate the day/month/year of submission to the PPP Department.

PROJECT BACKGROUND AND JUSTIFICATION

Project Objective

Describe the problem and the critical issue which the project seeks to
resolve, clearly outlining the gap(s) that the project will address. Think of
the fundamental reason as to why the project is being proposed —
examining immediate change or overall result. Do not provide project
details here that can be described elsewhere on the form.

Status Before Project

Briefly describe the current situation (that is, without the project], using
factual data.

Status After Project

Briefly, describe how the current situation will be affected if the project is
implemented. Use specific and accurate data.

Options Analysis and
Technical Feasibility

Briefly, describe the options considered to deliver the project outputs and
the viable technical solutions. ([How you intend to achieve the technical
solutions)

Justification

Identify options selected and justify technical solutions to it. Justification is
done by comparing anticipated results and expected costs.

Alignment with Development
Strategies

How does the project align with the National Development Plans, including
the SDG and Policy Directives? And / or how does the project fit in the CAs
strategic Plans/focus.

Other Strategic
Consideration

Does the project fit in with national security considerations? Could it prevent
or mitigate a national disaster (for example, a drought or epidemic]?
Provide additional details on the strategic significance of the project such as
the ability to attract new investments or supporting forward or backward
linkages with other projects or positive impact on the lives of citizens.
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Project Information Required

Project Scope

Describe the Project Scope and technical Characteristics.

Demand

Describe the demand for the services that the project will provide for
the next 5 to 15 years and how the project plans to
adapt/accommodate to future shifts in demand?

COST AND FUNDING

Total Capital Cost (Kwacha / US
Dollar millions)

Provide preliminary estimates of the project’s total capital
costs.

Operating and Maintenance Costs
(Kwacha / US Dollar millions)

Anticipated annual operating/maintenance expenditures.

Financing Structure Ratio

The private sector (Equity/Debt)

RESULTS MATRIX

Socio-economic Impact

Provide evidence on the demand for project outputs. List quantifiable
and other socio-economic benefits that the project is expected to
generate.

Main Activities

List the main project activities associated with the delivery of
outputs. Activities should be listed in a logical order and numerically
linked to outputs to facilitate an assessment of whether the
proposed activities can realistically produce the outputs expected.

Outputs

List all expected outputs to be directly delivered by the project (that
is, the direct result of project activities. See below). Outputs should
be within or just within the Government agency’s control. List all
anticipated results (that is, those that will remain once the project
has ended).

Outcomes

Environmental Impact

Project Information Required

List all expected outcomes resulting from the project.
Outcomes should be a direct result of the
project outputs.

List main environmental and social impacts, if adverse, propose
mitigation strategies. Provide the summary

of Environmental Decision letter issued by the
Environmental Council, Decision number and Decision Date were
applicable.

Implementation Plan

Implementation Plan

Provide a project implementation plan which is technically
optimal with timelines. The construction schedule should also
specify funds required for each phase and propose sources of
funding.
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STAKEHOLDER ASSESSMENT

Stakeholder

Quantitative

Qualitative Impact Impact (if applicable)

Role (if applicable)

Project Beneficiaries

from the project (specify)

Project Sponsor Department / CA

Stakeholders with adverse impacts

Project Information Required

Implementing Authority

Local government authority

Donor Organisations

Civil Society Organisations

Organised Labour

Local Committees

Others

RISK MATRIX

Risk Variable (use risks which
are applicable to the project) e.g.

Mitigation Strategy

Completion risks

Cost Over - run risk

Environmental risk

Residual Value risk

Exchange risk

Force majeure risk

Insolvency risk

Insurance risk

Other risks see appendix

ATTACHMENTS

Sources of Information

Attach Pre-Feasibility or Full Feasibility Study Report were
applicable.

List of Supporting
Documentation Attached

List all supportive documents/studies that are attached to the form
should be numbered
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\dd3 g STANDARD FEASIBILITY STUDY
OUTLINE

Introduction

a. Studyobjectives:

i. Assessment of the project's technical, economic, commercial, legal, institutional and financial
feasibility;

ii. Assessment of the project’s environmental and social impacts, including the effects of climate change,
and methods of mitigating these impacts;

iii. Assessmentofthe project'sbudgetaryand financial sustainability;

iv. Assessment of project risks and their distribution among the parties involved, by drawing up a risk
matrix.

v. Evaluation of procurement methods and their suitability for the projectin question.

b. Projectsummary (executive summary)

c. Institutionalframework and projectteam

i. The institutions in charge of implementing the project, in particular the contracting authority and the
ministries, agencies and local authorities responsible for developing orimplementing the project.

ii. About the Contracting Authority: presentation of the team and resources dedicated to preparing and
monitoring project implementation, specifying which activities will (or could) be carried out in-house and
whichwill (or could) be outsourced.

d. Positioning of the feasibility study in the project life cycle: reminder of the stages already undertaken

within the PPP framework (project file, inclusion in the PPP project portfolio, pre-feasibility study, etc.),

aswell as public programming (inclusion in the public investment program, etc.) and stages subsequent
to the feasibility study.

Study approach and methodology

@

Needs assessment and project/service description

a. Socio-economic and sectoral context and integration into the framework of public policies and
government strategy - link with publicinvestment programming to be made here

b. Description of project services

e Interms of objectives and results. This differs from a technical specification, which would focus more on
the meansto be employed.

c. Beneficiaries of services provided by the project

e l|tis advisable to identify all the organisations or groups of people that will be affected by the project, in
order to take their interests into account, ensure that the project takes their needs and constraints into
accountand meets them, and then seek their support for the project.

d. Expectednetsocio-economic benefits

i. In addition to direct impacts, the aim here is to explain how the realisation of the project and delivery of
the service described above will bring value to its beneficiaries, and how this will have a positive impact
on the local/national economy, and society in general. Socio-economic costs may also exist (destruction
of natural areas, pollution, replacement of existing economic activities, etc.] and need to be identified.

il. Wherever possible, net socio-economic benefits will be quantified over the entire life of the project.

Ministry of Finance and National Planning |56 Public-Private Partnership General Guidelines




e. Similarrelevantexperience

e If relevant, describe the experience of similar projects carried out internationally, on the continent orin
the country, in terms of difficulties encountered and lessons learned, and results, specifying the
elements of relevance for the development of the projectin question.

Public procurement method(s) envisaged for the project

The feasibility study includes the preliminary assessment, which consists of a comparative analysis of

different options, in order to demonstrate that the use of PPP offers a more favorable cost-benefit ratio than

that of other public procurement contracts. The aim of this section is to present the various options
available, which will be examined in subsequent sub-sections. The options will vary according to the project
in question, but could include:

e Traditional public procurement, which generally consists of a public works contract (also often referred to
as an EPC (Engineering Procurement and Construction) contract, which includes design, engineering,
materials procurement and construction) and several service contract(s) for infrastructure operation and
maintenance activities.

e The frequently used global PPP contract (often referred to as BOT) in which design, construction,
operationand maintenance activities are delegated to the private partner, with two possible sub-options:

- Partnerremuneration (mainly) from users

- Partnerremuneration (mainly) by the public sector

e The PPP contract for operation and maintenance activities, essentially in cases where the infrastructure
is pre-existing or has been built by the State via a traditional public contract, with two sub-options

- Partnerremuneration (mainly) from users

- Partnerremuneration (mainly) by the public sector

Technical feasibility

Evaluate project implementation methods, technological choices, associated technical benefits and

constraints, etc. At the end of the technical feasibility study, the contracting authority must be able to answer

the following question: what are the possible technical options and implementation conditions to meet the

identified need?

a. Presentation of possible technical options for projectimplementation

e Different site possibilities, different technical options studied, and where applicable, presentation of the
methodologicalapproach that led to this technical solution.

b. Recommended/acceptedtechnical choice

e Detailed presentation of the chosen technical solution

e Presentation of architectural plans and functionalities of the structure, as well as those related to quality
of service.

e Choice of materials, where appropriate, and sourcing sites

e Workschedule

c. Considerations related to structuring options, if any.

Economic feasibility
a. Economiccosts

e Initialinvestment
e Operationand maintenance
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b. Economic benefits

Directandindirect benefits
Overalleconomicimpact

Analysis models

Cost-benefit, cost-effectiveness, etc.

Distinction between economic and financial costs
Considerations related to structuring options, if any.

D O e O e

Commercial feasibility

a. Demand (orvolumes or traffic)

e For commercial projects, it is necessary to carry out a realistic study of the projected demand for the
service, considering three hypotheses if possible (high, median and low). Such a study requires field
surveys or the use of existing documentation. The importance of this study is such that the profitability of
the project and that of the investors depend on it. If demand falls short of the project’s financial
equilibrium target, the public partner may have to pay revenue to the private partner.

b. Tariff study

e As with demand, it's important to study how much, on average, users are willing to pay for the service
offered by the Project. How will service rates be set? Are there any regulations in place? How will rates
evolve? Will service quality have animpact on the pricing system?

c. Privatesectorinterestand capacity.

e Theaim hereis to assess the appetite and interest of the private sector to participate in the project. This
chapterwill not only identify the private players potentially interested in the project, but also briefly gauge
their capacity with regard to all the project's components (financiers (investors and lenders), builders
and operators).

e Particular attention will be paid to opportunities for including national economic players - Could the
project be implemented by national players? In all cases, how much of the work or operation could be
subcontracted to national companies (SMEs or not) or craftsmen?

Legalfeasibility

a. ldentifythe applicable legal framework: sectoral, PPP, environmental, etc.

b. Mapping of the project development and execution process, with identification of all necessary notices
and approvals, their respective deadlines and effects, and identification of potential constraints in this
process.

c. Legalrisk management

i. ldentification of potential legal risks associated with the project

il. Assessingtheimpactoftheserisks onthe project

iii. Risk mitigation measures

d. Analysisof procurementoptions

i. Analysis of existing procurement options, their relevance/applicability to the projectin question and their
respective advantages and disadvantages

ii. Recommendation of the mostappropriate method and the reasons behind it

Institutional feasibility
a. Capacity of the Contracting Authority

i. Organisational capacity assessment
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ii. Analysis of available human and technical resources

iii. Assessment of past experiencein similar projects

b. Identification of teams dedicated to the projectin question. Analysis of institutional viability

i. Overallassessmentof the contracting authority's institutionalviability

iil. Formulation of recommendations to strengthen the Contracting Authority’'s capacity and guarantee the
success of the PPP.

c. Where there is more than one contracting or competent authority, assess the existing coordination and
delegation mechanisms, their respective advantages and disadvantages, and recommend the best
arrangement for the projectin question.

Financial feasibility

a. Construction costassumptions

b. Assumed operating and maintenance costs (regular and periodic maintenance relating to the
rehabilitation and renovation of equipment (indicate frequency and anticipated costs)).

c. Revenue assumptions (based on commercial feasibility studies) and financing structure assumptions
(equity, debt, subsidies);

d. Financialmodeling

The purpose of financial modeling is to assess the viability of the project in terms of the criteria established

andretained by the public or private contributors:

e Public bodies will be concerned with the budgetary sustainability of their contribution and the
corresponding commitments (capital contribution, investment or operating subsidy, payment of
availability rents, possible guarantee).

e Private investors who participate in the project company’s capital, whether in the form of equity or
subordinated loans, are interested in the profitability of theirinvestment, measured by the Internal Rate of
Return (IRR), which corresponds to the rate at which the present value of the flow consisting of their
contributions (investments] and the resulting remuneration (dividends, interest or repayments] is zero.

e The lenders, generally banks, who arrange the debt subscribed by the project company will be interested
in the capacity of the project's operating cash flow to cover the servicing of their loans [payment of interest
and repayment of principal). This capacity is measured by the coverage ratios corresponding to the ratios
between the cash flow available for debt servicing and the said servicing, measured over a 12-month
period (Annual Debt Service Coverage Ratio - ADSCR] or over the term of the loan (Loan Term Coverage
Ratio - LTCR).

These amounts, rates or ratios are calculated using an Excel spreadsheet (hereinafter the "Model") which,
based on assumptions relating to the project’s construction and operating costs, revenues and financing,
establishes the project company's financial statement projections over the life of the project. These
financial statement projectionsincludes:

e The cash flow of the project company under construction, calculating and presenting the amounts of
financing required to complete the project, based on the financing structure and, in particular, the ratio of
debtto equity, often referred to as the gearing ratio,

e The project company's operating cash flow during the operating phase, to calculate the cash flow
available for debt servicing,

e Financial and accounting amortisation tables to establish debt servicing over time, on the one hand, and
assetdepreciation, on the other,

e The project company's profit and loss accounts, which are needed to establish forecast dividend
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distributionsto investors and calculate taxes,

e Calculations of rates of return and coverage ratios, which are the ultimate indicators of the project's
financial viability, since the thresholds reached for these largely determine the project’s bankability, i.e.
its ability to raise the financing required for its completion.

e. Presentation of key financial indicators at project level (NPV and IRR® project) and for these financiers
(public subsidies and rents, investor IRR and lender coverage ratios) based on financial modeling.

f. Presentation of the project's main economic indicators: eNPV (economic net present value) and elRR
(economicinternal rate of return)

g. Presentation of the project’s financial flows: operating statement, cash flow statement, balance sheet

h. Presentation of financial flows from private and project sponsors.

Projectriskassessment [see also risk matrix tool)

a. ldentification, assessment and allocation of risks: The aim here is to identify the risks that may affect the
execution of the project, during the construction phase and/or the operation phase. In PPP mode, it is
necessary to indicate how these risks are shared between the partners (some risks may be assumed
jointly).

b. Where possible, indicate the mitigation measures envisaged to limit their occurrence and/or impact. Also
indicate whetherthese risks can be covered by aninsurance policy, and if so, at what cost.

Therisk matrixis the culmination of this process.
Environmental and socialimpact assessment

What are the expected social and environmental impacts, particularly in relation to the effects of climate
change, and the methods for mitigating these impacts? Identify possible mitigation measures, legal
authorisations to be received (impact studies, etc.).

a. Environmentalimpactassessment

i. Studyof potentialimpacts on the environment, including biodiversity, natural resources, etc.

ii. Identification of sensitive or protected areas affected by the project

iii. Assessmentof emissions, waste and resource consumption

b. Assessingtheimpactof climate change

c. Socialimpactassessment

i. Analysisofthe project’'s socialimpactonlocal communities

ii. Identification of vulnerable populations affected

iii. Assessmentofimpactson living conditions, health, education, etc.

d. Mitigation of negative consequences

i. Developmentofenvironmentaland socialimpact mitigation measures

ii. Environmentaland Social ManagementPlan (ESMP)

iii. Compensationand resettlement strategies where appropriate

e. Communicationand consultation

i. Engagementwith stakeholders, including local communities

ii. Dissemination ofinformation on project benefits

*NPV: Net Present Value, IRR: Internal Rate of Return

Ministry of Finance and National Planning |60 Public-Private Partnership General Guidelines




iii. Managing stakeholder concerns and suggestions

f. Standardsandregulations

i. Compliance with nationalenvironmentaland safety regulations

ii. Compliancewithinternational standards such asthe Equator Principles and IFC standards
iii. ReferencetoWorld Bank environmentalguidelines

g. Environmentaland socialrisk management

i. Developingarisk management methodology

ii. Continuousrisk monitoringand management plan

iii. Integration of environmentaland social criteriainto key project decisions

Study conclusions and recommendations
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Please check the Ministry of Finance and National Planning website for this document
https://www.mofnp.gov.zm/?page_id=3396
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Risk Distribution Matrix
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1a

1b

Risk category and description

AVAILABILITY
OF LAND, RISK
RELATED TO
ACCESS TO
THE SITE AND
LAND
AVAILABILITY
Risk related to
selecting a
suitable site for
the project,
obtaining valid
and
unencumbered
title, taking into

Subcategory

Provision of
necessary land -
General

Specific
description
of the risk in
the project

Specific description of the risk Risk distribution Mitigation
PHASE DURING
WHICH THE RISK

MAY MATERIALIZE

P=Planning,
D/C =
Design/Construction
O&M=0peration and
maintenance
R=Reversion

Mitigation
mechanisms
Shared | /comments

Award

criteria Public

Consequences Private

Schedule for
provision of
necessary land

Ministry of Finance and National Planning
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Risk category and description

Specific description of the risk

Risk distribution Mitigation

Tc

1d

f

account the
rights of
indigenous
peoples,
obtaining the
necessary
planning
permissions,
access to the
site, site
security, and
the condition of
the site and
existing assets.

Provision of
additional
permanent land

Resettlement

2a

SOCIAL RISK
Risk associated
with the impact
of the project
on adjacent
properties and
affected

Community and
businesses

Ministry of Finance and National Planning
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Risk category and description

Specific description of the risk

Risk distribution Mitigation

2b

2c

2d

persons
lincluding
protests and
public unrest),
resettlement
indigenous
peoples land
rights, and
industrial
action.

Heritage /
indigenous
people

3a

3b

ENVIRONMENT
AL RISK

Risk related to
pre-existing
conditions,
obtamning
permits,
compliance
with laws,
conditions
caused by the
project,
external
events, and

Obtain
environmental
permits

Conditions
caused by the
project

Ministry of Finance and National Planning

Public-Private Partnership General Guidelines




Risk category and description

Specific description of the risk

Risk distribution Mitigation

design is not
suitable for the

climate
change.
External
environmental
3c permits
Climate change
3d event
DESIGN RISK
The risk that
the project

intended Sl of
La | PUTPOSE design
design
approval and
modifications.
Approval of
4b designs
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Risk category and description

Specific description of the risk

Risk distribution Mitigation

4Le

4d

Changes to
design

5a

5b

5c

CONSTRUCTIO
N RISK

The risk that
construction
costs will
exceed
modeled costs,
delays in
completion,
project
management,
interface,
compliance
with quality
standards,
health and
safety, defects,
compliance
with
intellectual
property rights,

Increased costs

Project
management
and interface
with other
works/facilities

Health and
safety
compliance

Ministry of Finance and National Planning

Public-Private Partnership General Guidelines




Risk category and description Specific description of the risk Risk distribution Mitigation

union action,
5d | and vandalism.
RISK RELATED
TO DEMAND
OR OTHER
COMMERCIAL
RISKS

Risk that the
ba use o.fz‘he. Demand risk
service will
differ from
what is
expected or
that revenues
will not be
collected as

bb | anticipated. Traffic risk

6¢ Pricing risk
6d
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Risk category and description Specific description of the risk Risk distribution Mitigation

ECONOMIC OR | Interest rate risk
FINANCIAL
RISK

The risk that
changes in
interest rates,
exchange
rates, or
inflation may
have a negative
impact on the
project’s
results

7a

Exchange rate
risk

7b
7c Tax risk
7d

FORCE
MAJEURE
Uninsurable
risk of external
events beyond
the control of

84 the parties to
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Risk category and description Specific description of the risk Risk distribution Mitigation

the contract
that affect the
project, such
as natural
disasters, war,
or civil unrest.

8b
8c

ASSET Risk of asset
OWNERSHIP depreciation
Risks
associated with
asset
ownership,
including the
risk of
technological
obsolescence
or the risk that
the value of the
assets at the
end of the

9b | contract will

9c | not be as

9od | expected

9a

Risk of asset
deterioration
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Please check the Ministry of Finance and National Planning website for this document
https://www.mofnp.gov.zm/?page_id=3396
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Please check the Ministry of Finance and National Planning website for this document
https://www.mofnp.gov.zm/?page_id=3396
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443 DIVG . Bl TEMPLATE NOTE FOR ANALYSING
UNSOLICITED PROPOSAL

The purpose of this toolkit is to provide additional guidance and considerations for the policy decisions
presentedin Chapter 9 of the PPP Guidelines.

Criteriafor assessing whether to enterinto USPs

To qualify for a USP, the proponent’s submission must satisfactorily meet the criteria listed in the following
table. Initial assessment will be based on these criteria, with additional criteria potentially applied in later
stages.

Criteria Key questions

Community need/ * Does the proposal meet a project or service need?

Government priorit
P y *  What is the overall strategic merit of the proposal?

* What is the opportunity cost for Government if it were to proceed
with the proposal?

* Isthe proposal consistent with the Government’s plans and
priorities?

* Does the proposal have the potential to achieve planning
approval, taking into account relevant planning and
environmental controls?

Uniqueness of the The proponent will need to demonstrate the unique aspects of their

proposal proposal. In particular the following are to be demonstrated:

» Can this proposal be readily delivered by competitors? - if so,
what advantage is to be gained from the government entering
into exclusive negotiations with the proponent? Are the benefits
and outcomes of the proposal unlikely to be obtained via a
standard competitive procurement process?

* Does the proponent own something that would limit the
Government from contracting with other parties if the
Government went to tender? This would include intellectual
property, real property and other unique assets.

» Does the proponent have ownership of strategic assets such as
contractual rights or real property that would place it in a unique
position to deliver the aims of the proposal, and which other
parties could not deliver?

* Does the proponent’s proposal have other evidently unique
elements or innovative ideas that are not able to be delivered by
another party within acceptable timeframes?

No competing * The government will assess whether the unsolicited proposal
proposals can be procured Directly without competition
Value for Money * Does the proposal deliver value for money to the Government?
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«  What are the net economic benefits of the proposal (the status
quo should be defined)?

* Is the proposal seeking to purchase a Government asset at less
than its value in exchange for other services?

» Does the proposal provide time and/or financial benefits/savings
that would not otherwise be achieved?

* A proposal is Value for Money if it achieves the required project
outcomes and objectives in an efficient, high quality, innovative
and cost-effective way with appropriate regard to the allocation,
management and mitigation of risks.

*  While Value for Money will be tested appropriately in the context
of each specific proposal, factors that will be given consideration
are likely to include:

* Quality of all aspects of the proposal, including: achievable
timetable, clearly stated proposal objectives and outcomes,
design, community impacts, detailed proposal documentation
and appropriate commercial and/or contractual agreements
(including any key performance targets), and a clearly set-out
process for obtaining any planning or other required approvals.

* Innovation in service delivery, infrastructure design, construction
methodologies, and maintenance.

» Competitively tendering aspects of the proposal where feasible
or likely to yield value for money.

» Cost efficient delivery of Government policy targets.
« Optimal risk allocation (refer to criterion below].

» Evaluation of Value for Money may also include, but not be
limited to the following quantitative analysis:

* Interrogation of the Proponent’s financial models to determine
the reasonableness of any capital, land acquisition, service and
maintenance cost estimates and, if relevant, revenue estimates
(including the appropriateness of any user fees or prices and
estimates of quantity levels).

» This evaluation may include the use of independent experts or
valuers, benchmarking analysis, sensitivity testing, and where
appropriate, the use of comparative financial models like Public
Sector Comparators or Shadow Bid Models, based on a
Reference Project.

* Return on Investment.

Capacity and capability * The proponent will need to demonstrate it has the capacity and
of the proponent capability to deliver the proposal. Information will need to be
provided regarding the proponents’ relevant commercial and
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trading history, financial capacity and its experience in delivering
similar projects.

* The proponent must also demonstrate that it has the technical
competencies to successfully deliver the project. The proponent
should provide information regarding any reliance on third
parties.

Affordability * Does the proposal require Government funding, or for the
Government to purchase proposed services?

* Does the Government have these funds available or budgeted
and if not, what source would be proposed?

Risk allocation *  What risks are to be borne by the proponent and by the
Government?

* Appropriate risk allocation and quantification may also be
considered under the Value for Money criterion.

Probity

Government seeks to conduct its commercial dealings with integrity. The assessment of USPs must be fair,
open and demonstrate the highest levels of probity consistent with the public interest. The assessment of
USPs will be conducted through the application of established probity principles that aim to assure all
parties of the integrity of the decision-making processes. These principles are outlined in this section

Maintaining impartiality

Fair and impartial treatment will be a feature of each stage of the assessment process. The process will
feature a clearly defined separation of duties and personnel between the assessment and approval
functions.

Maintaining accountability and transparency

Accountability and transparency are related concepts. The demonstration of both is crucial to the integrity of
the assessment.

Accountability requires that all participants be held accountable for their actions. The assessment process
will identify responsibilities, provide feedback mechanisms and require that all activities and decision
making be appropriately documented.

Transparency refers to the preparedness to open a project and its processes to scrutiny, debate and possible
criticism. This also involves providing reasons for all decisions taken and the provision of appropriate
information to relevant stakeholders.

Managing conflicts of interest

In support of the public interest, transparency and accountability, the Government requires the
identification, management and monitoring of conflicts of interest. Participants will be required to disclose
any current or past relationships or connections that may unfairly influence or be seen to unfairly influence
the integrity of the assessment process.
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Maintaining confidentiality

In the assessment of USP there is need for high levels of accountability and transparency. However, there is
also a need for some information to be kept confidential, at least for a specified period of time. This is
important to provide participants with confidence in the integrity of the process.
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Please check the Ministry of Finance and National Planning website for this document
https://www.mofnp.gov.zm/?page_id=3396
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Notes
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