Financial Evaluation Report of Swat Expressway

A graphic representation of the trend in traffic during the whole currency of the
project is placed below for the consumption of PKHA.
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3.3.2 Toll Rates

For implementation of efficient tolling system on the Swat Expressway, traffic has
been assumed to be divided in six (06) categories. The Base Operational Year Toll
Rates are given in the Assumption sheet. These Toll Rates have been presumed to
be escalated at a uniform rate of 8% per annum on all the categories of Traffic
starting from Commercial Operations Date (COD) till 2041, i.e. last year of the
Concession Period. The base toll rates taken by the bidder in the Assumption sheet
compared to the Base toll rates authorized by the PKHA for the Project are
reproduced below:

Base Toll Rate Base Operational Year
Vehicle Category (Rs/Km) as per Toll Rates taken by
RFP Bidder
Class 1: CarlJeep/Taxi 1.99 1.71
Class 2: Wagon 3.31 2.84
Class 3: Coaster 4.63 3.97
Class 4: Buses 6.61 5.67
Class 5: Trucks (2 & 3 Axle) 8.58 7.36
Class 6: Articulated Truck 10.57 9.06

The bidder has also opted for sectional completion offered by PKHA in the bidding
documents to support the bidder's cash flow requirements during the construction
period by de-escalating the base toll rates as per RFP by the toll escalation at 8%.
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Following schedule enumerates the sectional completion opted by bidder during
construction period:

i. First Sectional Completion . 07" Month of First Year Construction (18.5 km
stretch of Expressway)

ii. Second Sectional Completion : 01 Month of Second Year Construction (42.5
km stretch of Expressway)

3.3.3 Toll Collection Losses

The bidder has assumed Toll Collection Losses equals to a rate of 2% of Gross
Revenue collected during a particular period. This loss has been considered from
the day one when first rupee of revenue is generated by the Project. In other
words, one can say that the bidder has assumed 98% of Toll collection efficiency in
a given period of time. Total Toll Collection Losses amounts to PKR 3,520 Million
during the whole currency of the Project.

3.3.4 Service Area & Other Sources of Revenue

The bidder has planned only one Service Area on the complete stretch of 81 Km of
Swat Expressway. The revenue from this Service Area has been added from
January, 2019 till 2041. A uniform rate of 2% has been applied to the Toll Revenue
of the given particular time period to get the Revenue from Service area. An
amount to the tune of PKR 3,520 Million has been estimated from this source of
revenue.

Similarly, Other Sources of Revenue estimated at 1% of the Toll Revenue in a
particular given time period. Again, during the whole currency of the Project
Revenue stream from Other Sources has been estimated at a uniform rate. Total
amount of revenue expected to be generated from this Revenue Stream amounts
to PKR 1,760 Million starting from the year 2019.

3.4 OPEX

The Operating Expenditure of the Project comprised of:

3.4.1 Other Operating Costs
A fixed amount of PKR 312 Million has been allocated as Other Operating Cost

during the whole Concession Period. The same has been increased at a constant
growth rate of 10% per annum.

3.4.2 Main Carriageway Routine Maintenance Cost
The bidder has estimated annual cost of PKR 0.150 Million per lane/km to be

applied during the Operations period of 23 years starting from 2019. The
maintenance cost has been increased at a constant growth rate of 7% per annum.
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3.4.3 Service Lanes Routine Maintenance Cost

The bidder has estimated annual cost of PKR 0.075 Million per lane/km to be
applied during the Operations period of 23 years starting from 2019. Growth rate of
7% per annum in the maintenance of Service lanes has been applied by the bidder.

3.4.4 SPVC Cost

An SPVYC Cost of PKR 60.00 Million has been estimated by the bidder during the
Operations period. This cost is also increased at the same rate of maintenance
rate, i.e. 7% per annum.

3.4.5 Insurance

Every Project has to get its Assets insured from a reputable insurance company to
subside risk. Following the principal, bidder has incurred insurance cost at the rate
of 2% to the recorded as Operational expenditure.

3.4.6 Funding Cost

The bidder has assumed an amount of PKR 347.00 Million as funding cost of the
project.

3.4.7 Periodic Maintenance

Two episodes of Periodic maintenance have been conceived by the bidder during
the life time of the Project. The first periodic maintenance presumed to be carried
out in the year 2027 and 2028 by incurring an expenditure of PKR 4,246.91 Million,
whereas, second Periodic maintenance is planned to be implemented in 2034 and
2035 by incurring an expenditure of PKR 13,041.87 Million.

3.4.8 Service Areas Cost

In the OPEX sheet included in the Financial Proposal, Service Areas Cost has
been taken as lump sum expenditure to the tune of PKR 1,554 Million incurred in
the second half of year 2024.

3.5 Construction Cost and Mobilization Advance

3.5.1 Construction Cost Phases and Payments

Construction of Swat Expressway has been planned to be completed in two years’
time. Finance cost during the construction has been apportioned on monthly basis
over construction period. Within the project cost the amount of SPVC
Establishment Cost to the tune of PKR 180.00 Million has been made part of
Development cost amounting to PKR 1,473.00 Million and charged in the first
month of Construction period as a onetime charge. Construction Cost has been
distributed in two phases during the Construction period of two (20) years i.e. 50%
to each phase. Every singly phase comprised of a complete one year is further
divided in twelve (12) months. Projected Construction Cost of PKR 31,679 Million
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has been equally apportioned to the Construction period on a monthly basis @
PKR 1320 Million. Mobilization Advance to the tune of PKR 3,520 Million, 10% of
the Construction Cost has been attributed as a onetime charge in the first month of
Construction period. We found all calculations with appropriate links to their inputs.

3.5.2 Non-EPC Costs

Up-front Fee calculated as the sum of facility arrangement fee amounting to PKR
347 Million has been treated during the Construction period. The amounts of
Upfront Financing Fee are hard coded figures in the Sources and Uses of Funds
sheet, whereas, 2% for Upfront fee has been assumed in the Assumption sheet.
The validity and veracity of the figures cannot be checked and commented on
appropriately. Similarly, SPVC establishment cost amounting to PKR 180 Million
has been hard coded in the model, validity and veracity of which cannot be
ascertained. Insurance cost at the rate of 1% of Construction Cost has been
assumed. Design, Management & Consultancy has been concluded at a rate of
3% of the cost of Civil works i.e. PKR 31,377 Million. Contingencies have also
been added at a rate of 3% of the cost of Civil Works.

3.5.3 Total-EPC Costs

Within the EPC costs, Cost of Civil Works and Maobilization Advance amounting to
PKR 31,679 Million and PKR 3,520 Million have been assumed to be incurred with
the start of construction phase. 50% of total EPC costs other than Up Front costs
and Mobilization Advance have been assumed to incur in 2017, while remaining
20% in 2018. Total Mobilization advance of PKR 3,520 Million has been scheduled
for construction. This amount is based on 10% of EPC cost and will be netted-off
against construction payments. A pre-paid expense has also been provided in the
project financial statements for the years 2017 and 2018.

3.6 Viability Gap Funding

The construction of Swat Expressway is a project of public interest. For mega green
field infrastructure projects of such nature which are delivered as a part of relief and
welfare to general public requires heavy investments, with high project costs and
the accompanying revenue in operational periods are low, earned from the charges
levied on utilization of these facilities from the general public. Most Governments
now invite private parties with the requisite expertise to undertake development of
projects, allowing the Government to focus on its core areas rather than partake in
development projects. To be able to sub-contract project development to private
investors and parties, a scheme of public private partnership is used whereby an
investor develops the construction of the project and operates for a given period of
time. In this case the concession period has been assumed at 25 years.

Most of the Public sector projects, especially Greenfield projects, are not financially
feasible because their inflows/revenues are low and as such are not able to pay off
the debt component of the Project Cost, since these inflows are heavily dependent
on a result of charges levied on general public for utilization of such projects.
These projects are sometimes neither feasible nor bankable. The construction of
swat Expressway is a project of such nature. For making the project bankable and
financially feasible, the government shall provide subsidy for enabling the investors
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to undertake the project construction and operations. The subsidy to be provided
shall be in the form of viability gap funding provided by the Government of KPK. As
per document issued by Pakhtunkhwa Highway Authority, project will be awarded
to the contractor whose viability gap funding requirements are the lowest.

An initial investment to the tune of PKR 38.89 Billion is required to complete the
construction of Swat Expressway. The financing structure proposed by the bidder
comprises of equity, debt and an upfront viability gap funding. The bidder has
calculated a viability gap funding at 35% of initial investment as an upfront payment
which shall be paid at the start of the two construction years. Of this, PKR 7.592
Billion VGF is required to be paid in first year of construction whilst, PKR 5.834
Billion in second year. The Total amount for VGF required during the construction
periods has been calculated to be PKR 13.426 Billion for the two years. Amounts
presented in total initial investment head under viability gap funding portion have
been derived from Source & Use MS-Excel sheet in financial model. For calculation
of mobilization advance, construction and other project related costs have been
calculated on a monthly basis and the monthly costs have been divided into equity,
debt and viability gap funding requirement with their respect percentages. During
Construction period, total amount of upfront viability gap funding proposed by
Bidder is PKR 13.426 Billion approximately for successful development of Swat
Expressway project.

The viability gap funding has been proposed during the period of construction as an
Upfront Subsidy and during the debt servicing period as an Operational Subsidy in
the form of fixed Annuity payments.

Annual viability gap funding requirement has also been incorporated in projected
financial statements to fund annual expenses from 2019 to 2026. Total Annual
viability gap funding is PKR 14.600 Billion approximately demanded in the form an
Annuity payment of PKR 1.825 Billion from 2019 to 2026.

3.7 Taxation

The Tax Sheet within the Financial Model for calculation of Tax has been found to
be appropriately scheduled under the Income Tax Rules applicable in Pakistan.
The calculations for Taxation are appended below.

3.7.1 Current Tax

Current tax has been calculated by using the Profit & Loss figures during the year
and by adding back Non-Cash expenses such as Accounting Depreciation &
Amortization, Provisions and any Accounting Losses and netting of the amounts
with Exempt Income for e.g. Viability Gap Funding from Khyber Pakhtunkhwa
Government and allowed expenses namely Tax depreciation to avoid accelerated
depreciation of assets for allowing lower corporation taxes to be paid, tax on
disposal of fixed assets. The amounts attained after these adjustments have been
treated as business losses and carried forward to future taxable income if any. Any
amounts left after adjusting carried forward losses have been charged corporate
tax of 32%. As per the Tax Laws of Pakistan, a Minimum Tax on Revenues has
also been calculated at 1% on Sales Revenue.
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3.7.2 Alternate Corporate Tax

Accounting Profit before Taxation has been used to calculate the Alternate
Corporate Tax and Subsidy from Federal Government has been netted-off against

the Accounting Profit based on the fact that the Subsidy is an Exempt Income. A
17% Alternate Corporate Tax has been charged.

The Tax payable during each Tax year is the higher of, Corporate Tax and
Alternate Corporate Tax.

4. VALUATION AND RATIOS

4.1 Free Cash Flows to the Firm

4.1.1 Net Present Value

Cash flows from operating activities have been used and added with after tax
interest paid and netted-off with CAPEX to calculate the free cash flows to the
firm. The calculations are found to be accurate and Net Present Value of
Accumulated cash flows at 10% Discount Rate provided by Khyber Pakhtunkhwa
Highway Authority has been provided at PKR 25,690 Million.

4.1.2 Project IRR
The Project Internal Rate of Return has been calculated adequately by using Free

Cash Flows to the Firm and using an estimated rate equal to discount rate of 10%.
The Project IRR is calculated at 12.51%.

4.1.3 Payback Period
The Payback Period has been calculated accurately till the time when the total
investment shall be recovered. Within the Financial Model the Payback Period has

calculated to be 10™ Years.

The calculation used for Net Present Value of Free Cash Flows to the Firm,
Project IRR and Payback Period is arithmetically correct.

4.2 Free Cash Flows to Equity

4.2.1 Net Present Value

MNet Present Value for Free Cash Flows to Equity has been accurately calculated
by using Cash Flows from Operating Activities and by adding up net borrowings
and subtracting Capital Expenditure. The values calculated are then discounted by
using a 10% Discount Factor. The Net Present Value for Free Cash Flows to
Equity has been calculated at PKR 6,834 Million.
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4.2.2 Equity IRR

Equity IRR has been calculated using Free Cash Flows to Equity and using a
guesstimate of 10% as a discount factor. Equity IRR for the project is 14.81%.

4.2.3 Cost of Equity

Cost of Equity has been calculated using a Risk Free Rate and then adding up a
Market Premium with a Levered Value for the project in concern.

Cost of Equity
Risk Free Rate Yo 7.0%
Market premium %o 6.0%
Beta Yo 0.05
Cost of Equity Yo 10.0%
4.3 Ratios

4.3.1 Debt Service Coverage Ratio

DSCR has been calculated during the Operations phase of the Concession Period.
The items and the formulae used for calculating DSCR are appended below for
reference. There shall be no DSCR in the construction phase based on the fact that
the bidder shall be made available a grace period of 8 quarters before the actual
repayment starts from the first year of operations period.

The Average DSCR Ratio starting from first year of Operations till Eighth year of
Operations is 1.15:

Cash Flow Available for Debt Service
Debt Due

4.3.2 Net Profit Margins

The results for Net Profit margins emanates from the year 2019 primarily base on
the fact that the toll revenues for some phases of the Expressway will start
generating from the year 2019. Calculations appended below for calculating net
profit margins are derived from the financial bid.

The average net profit margins during the concession period is 24.61%

Profit After Tax
Revenue

A 100
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4.3.3 Loan Life Coverage Ratio

Loan Life Coverage Ratio has been calculated from the start of Operations period
i.e. 2019 till the first half of Year 2026. The relevant calculation used in the
financial bid is provided below: The average result of this ratio is 1.56. The formula
used for driving the required ratio is given below:

LLCE = Net Present Value of Cash flow Awvailable for Debt Service /[
Outstanding Debt Balance

4.3.4 Project Life Coverage Ratio

Project Live Coverage Ratio is one of the most important ratios in the Project
Evaluation Analysis. Unlike the Loan Life Coverage Ratio, where the cash flow
available for debt service (CFADS) is calculated over the scheduled life of the loan,
the cash flow for Project Life Coverage Ratio is calculated over the Project Life.

LLCR = HNet Present Value of Cash flow Awvailable for Debt Service [
Outstanding Debt Balance

The values of the ratio starting from the Operations year, i.e. 2019 starts from 2.35
and ending on a value of 21.73 in the year 2026.

5. BIDDER'S FINANCIAL STRENGTH AND FINANCIAL
STATEMENT ANALYSIS

The bidder has submitted its Audited Financial Statements for the last three years
as per requirement of the RFP. Ratio Analysis has been conducted by using
relevant information from financial statements submitted by the bidder along with
the financial bid, covering the past three years to ascertain its financial strength and
standing. These ratios analysis shall inform the decision makers about bidder's
capacity to undertake this project of public interest. Since the financial statements
are audited by a Category A chartered accountants firm, no comments shall be
made on the completeness, integrity and compilation of the said statements and
the audit report issued thereof.

For this purpose, profitability, liquidity and all other ratios necessary to be reviewed
in the circumstances have been calculated based on the figures derived from the
financial statements provided by the bidder. Summary at the end encompasses any
key findings pertaining to any liability or provision created by the bidder, having
negative affect on the project at hand.
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5.1 Current Assets, Non-Current Assets and Total Assets
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From the chart provided above, the gross profit margin has increased in the years
from2012to 2013, however, the same has declined in 2014. The net profit margin
has decreased from year 2011 up till 2013 which then increased in 2014. The
revenues of the company have increased continuously, but could not contribute in
increase of gross profit in a constant manner. From the further analysis, we have
observed revenue of company is not increasing with a constant growth rate and
has been reduced to 9% at year-end 2014. We have also observed company’s
direct cost is not following constant trend and giving indication that company is not
managing its cost of sales appropriately to enhance profitability and shareholders’
wealth.

Other income has been contributing to company every year which enables it to
convert the operating losses into net profits at year end. It is observed after
analysis of financial information that Net profit of the company is at 7% of revenue
in 2014.

Return on Assets shows how much company is earning profits by utilizing its
Assets. We have observed company return on asset ratio have been decreased
from 2011 to 2014. We have observed company's total assets have also been
increased from 2011 to 2014, but increase in total assets doesn't contribute in
increase of company's total return per year with same ratio.

5.4 Return of Assets

7%
i
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Return on assets has decreased in the years 2011, 2012 and 2013. However, the
figure has increased in 2014 primarily based on the fact that the profit after tax has
increased in 2014.
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5.5 Liquidity Ratios

2.0 1.81 1./5
= 1.58
1.43

15 - _

1.4 1.5 15 =131
1.0
0.5
0.0

2011 2012 2013 2014

= Quick Ratio Current Ratio

Ligquidity position shows that the current ratio has observed a downward trend from
2011 to 2014 and quick ratio has also observed downward trend. This shows that
the current assets of the company are becoming low to cater for increasing current
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Current ratio of company remains greater than 1 in past four years, which is a good
sign and represents current assets are more than current liability. This means
company has enough current assets to settle its current liabilities in every year of
operation and there is no need of looking at other financing options to settle its
current liabilities. It is pertinent to mention here that some components of current
assets are not liquid assets and for the calculation of acid test ratio, we have
excluded some assets and included only liquid assets. Acid test ratio is relation
between liquid assets and current liabilities which is also greater than 1 and cash to
current liability ratio have been reduced in past four years. We have found after
analysis of liquidity ratio, company have enough resources to settle its current
liabilities.
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5.6 Payables and Receivables Period
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Receivables period has been increased over the years which shows that more cash
has been stuck up in the working capital while the payables period have decreased
over the years. These ratios show that more finance of the company has been
stuck in the working capital.

5.7 Long Term liabilities to Equity Funds Ratio
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Long term liabilities comprise of mobilization advances from customers, finance
lease against assets and deferred liabilities. Deferred liability include only
employees benefit scheme. Mobilization advance is largest portion of long term
liability section and mobilization advance have been reduced to zero in 2014. In
2014 only finance lease payments and employees benefit scheme are left in long
term liabilities.

Equity funds contain sinking, self-sustainability and overseas projects operations
funds and these funds are created for fixed asset maintenance. This ratio has been
reducing and reached at 0.4% in 2014 year.

Our conclusion on the bidder's financial strength is based on the audited financial
statements and the analytical reviews of the financial trends carried out on the
financial results of the statements. However, during the review of the liabilities and
provision we have not found any contingent liability or provision in the notes to the
accounts and within the balance sheet that might impact the solvency or impose
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any financial strains to complete Swat Expressway project.

Revenue of FWO has decreased but other income has provided positive impact on
profitability of company. Hence the results obtained from the analyses provide
reasonable grounds to believe the financial capability of the bidder to carry a
project of similar nature.

6. PROJECT FINANCIAL STATEMENTS

6.1 Income Statement

For purposes of presentation, Income Statement has been reported on an annual
basis. It is pertinent to mention that the amounts presented in the Income
Statement are derived from the relevant sheets of the financial model namely
Revenue, Debt, FA (Fixed Assets), OPEX {Operational Expenditure), and Taxation.
The amounts are properly linked and presented in the Income Statement. However,
the said sheets were reviewed for arithmetic accuracy and logical construction of
formulae.

The Revenue figure in the Income Statement comprises of Revenues expected to
be generated from the Inter City travel by wvehicles and multiplied with their
respective toll rates. Bidder has proposed no Revenue Sharing for Khyber
Pakhtunkhwa Highway Authority during the Concession Period.

The Revenues figures derived have been net with Operating and Management
Expenses calculated in the OPEX Sheet to provide the EBITDA. The expenditures
include Operational Costs, SPVC Costs, Main Carriageway Routine Maintenance
Costs, Service Lanes Routine Maintenance Costs, Periodic Maintenance Costs,
Service Areas Costs, and Insurance. The amount for EBITDA has then been
adjusted for the provision Depreciation, Depreciation on |DC, and Amortization of
Fees to calculate EBIT. Finance cost has then been subtracted from the EBIT to
calculate the amount for profit subject to taxation for the year. Accumulated
Retained Earnings is the resulting figure in the Income Statement depicting the
amounts available for distribution to the shareholders of the company.

6.2 Balance Sheet

Balance Sheet has been prepared in accordance with the appropriate accounting
principles. All the items are properly classified into their correct heads. The balance
sheet is complete and correct in all accounting related aspects and concepts.

The class of items shown in the balance sheet are derived from the Fixed Asset
Schedule i.e. FA sheet. Net Facility, IDC Facility, and Unamortized Fees are
provided in the Non-Current Assets.

Mobilization Advance, Major Maintenance Reserve Account, and Cash & Bank
Balances are classified as Current Assets.

Liabilities are properly classified into their respective heads of Current and Long
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Term Liabilities. Provision for Periodic Resurfacing Obligation, Long Term Debt.
Only Debt portion payable within a year time period is classified as Current Liability.

Equities is composite of Share capital and Retained Earnings, PKHA Upfront
Subsidy derived from Sources & Uses Sheet and Toll during Construction.

Accounting Depreciation rates used for calculation of depreciation expense for the
years in accounting years are appended below:

a. 4.4% for Intangible Asset
4.4% for Roads

b
c. 4.4% for Buildings

d. Furniture and Fixtures at 7.7%
e

Official Vehicles at 12.5%
&
f.  Rescue and Operating Vehicles at 4.4%

6.3 Cash Flow Statement

Cash Flow Statement has been prepared using both the Direct Method and Indirect
Method. The cash flows statement shows a zero cash balance at the end of
concession period.

7. FINANCIAL BID EVALUATION RESULTS

The Financial Bid Ewvaluation results are based on the evaluation criteria as
developed by Pakhtunkhwa Highway Authority as issued as part of RFP.

The RFP stipulates that the bidder who demands minimum NPV of VGF shall be
awarded the highest marks. However, there is only one bid submitted against the
RFP, the evaluation has been carried out solely on the basis of the responsiveness
of the bid and completeness and compilation covering all the financial information
and financial aspects.

Key aspect of financial bid evaluation is to analyze the amount of Viability Gap
Funding (VGF) proposed by the bidder to be provided by Khyber Pakhtunkhwa
Government both at the time of project development / Construction as well as
during the operational phase of the project. Since, the bidder is the sole bidder and
its financial bid cannot be compared with any other bid, therefore, allocation of

marks as per given criteria cannot be awarded.

In current scenario, where only one bid has been received from M/s Frontier Works
Organization, whole evaluation of the bid is centric to the minimum amount of VGF
that PKHA shall be willing to provide. The bidder has demanded Viability Gap
Funding requirements with Net Present Value of PKR 18.839 Billion; which shall be
utilized in initial ten years of concession period, i.e. during the project construction
phase and during the debt service period of operations phase.

The essence of the report pertains to the appetite of the Khyber Pakhtunkhwa
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Government to provide the total Viability Gap Funding during the Construction
period and the Debt Service Period against the Gap funding requirements as
proposed by the bidder.

CRITICAL OBSERVATIONS

During scrutiny of the Financial Proposal following have been observed, which
demand due consideration to finalize the Concession Contract for implementing the
Project.

d.

KIBOR Rate: KIBOR Rate has been taken with upward fluctuating rate,
ranging from 7% to 10.50%, whereas, practically KIBOR Rate is showing
downward trend in recent years. If needs lo be rationalized.

Project Cost Escalation: Project Cost has been escalated for construction
year 1 @ 6%, followed by another increase of 12% in the second
construction year (i.e. compounding impact of 6% increase). It is suggested
that the bidder may be asked to justify cost escalation @ 6% in the first year,
followed by compound increase @ 6% in the second construction year — as
it has direct impact on the requirement of upfront VGF from PKHA. It needs
fo be rationalized.

Traffic Growth: The bidder has taken a traffic growth rate at 5% during first
07 Years and thereafter taken uniform rate of 2% in subsequent years. No
cogent explanation can be found in the financial bid and attributed to this
traffic growth rate assumption. If needs fo be rationalized.

SPVC Cost: SPVC cost has been taken twice. Once in the Project Cost
Assumptions and then in the OPEX Assumptions along with uniform
increase in SPVC cost during operations phase at a specified growth rate.
The bidder should rationalize this cost.

Other Operating Costs: Under the head of Other Operating Cost, a fixed
amount of PKR 312 Million has been allocated under OPEX Assumptions to
be distributed over the Operations Period. At the same time, Operating Cost
@ 20% of Construction Cost is also shown under the Project Cost
Assumption. This needs to be justified / rationalized.

Funding Cost: Funding cost should be and is part of Capital Cost as
depicted in the Project Cost sheet and to be amortized accordingly. The
bidder may justify apportionment of funding cost during operations phase.

Service Area Cost: Service Area Cost in the OPEX Sheet has been taken
as PKR 1,554 Million, whereas, the Assumption Sheet depicts its cost as
850 Million. This 850 Million has been increased to PKR 1,554 because of
growth rate of 1.83 times. This needs lo be juslified / rationalized by the
bidder.

Drainage Works: The cost of Ancillary Works (including Drainage Works)
to the tune of PKR 2,367 Million has been taken as part of Civil Works.
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Again the Drainage Works are taken as a separate cost item to the tune of
PKR 254 Million. It needs to be clarified / rationalized.

Service Road: The Financial Proposal suggests that Service Road
construction accounts for only thirty percent (30%) of total road length, i.e.
81 km, whereas, the RFP stipulates that it should be provided throughout the
road length except for hilly terrain, river nullahs exceeding 25 meters and or
along barren land (Refer RFP Appendix-1, “Scope of Work”, paras 5-6). It
needs to be incorporated in the final offer / firmed-up proposal.

Project Length: The project length taken in Plan and Profile Drawings,
attached as part of Technical Proposal is 78.373 KM, whereas, the Financial
Proposal is based on the construction of the 81 KM length. The Financial
Proposal needs lo be amended, accordingly.

Training: There is no mention of arranging training of PKHA officials, as per
requirement of RFP. It needs to be mentioned, accordingly.

Following anomalies have been noted in the Financial Proposal, which need
to be rectified:

i. Construction Period has been taken as 3 years in the main
assumption sheet, whereas, in Financial Model for all the calculations
and projections the Construction Period is taken as 02 years (1 'z years
for Expressway and 02 years for tunnel). This anomaly needs fo be
removed in the Financial Model.

ii. Base Operational Year Toll Rates taken in the assumption sheet are
different than what is authorized in the RFP. However, in main
Financial Model the base year toll rates have been taken as per RFP,
so assumption sheet needs to be corrected.

iii. Under the Financing Assumptions 1% Toll During Construction is
missing, whereas Equity 23% has been increased by 1%. But in the
sources & Uses of Funds Sheet, correct percentages have been
employed. The assumption sheet of the model needs to be corrected,
accordingly.

iv. In the Assumptions Sheet under Financing Assumptions 6-Month
KIBOR has been used for calculating the rate of interest on the Amount
payable. In the Debt sheet, 3 month KIBOR has been written. This
anomaly needs to be removed in the Financial Model.

v.  Attribution of upfront financing fee amounting to PKR 347 Million in
January 2017 (324 M), in June 2017 (10 M), in Dec. 2017 (7 M), June
2018 (4 M), Dec. 2018 (2 M) has been hard coded in the Model, no
proper linkages can be found. This needs fo be justified by the Bidder.

vi. The contracting authority's name may be rectified, as PKHA, where
necessary.
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9.

RECOMMENDATIONS

subsequent to detailed evaluation of the bidder's submission, following
recommendations are concluded.

d.

Being the only Bid, the Bid submitted by M/s Frontier Works Organization
may be declared as a first ranked bid.

Letter of Invitation (LOI) may be issued to M/s Frontier Works Organization
for negotiation of Concession Contract. This LOI should not be construed as
award of project or acceptance of the bid.

The critical observations, as recorded under Section 8 of this Financial
Evaluation Report, may be shared with the Bidder for rationalization of each
aspect, with an objective to lower the subsidy amount demanded by the
Bidder and introduce revenue share of PKHA, if possible.

Lol A
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CONCESSION AGREEMENT

This CONCESSION AGREEMENT (this “Agreement™) is entered inta at Peshawar, Pakistan on this
™ Day of Octobe r, 2016 (the “Effective Date”) by and between:

PAKHTUNKHWA HIGHWAYS AUTHORITY, a statutory body eotporate established pussuant to the
NWIFP Ordinance, with its place of business at Khyber Road, Peshawar, Pakistan ("PKHA", which

expression. shall include, where the context so penmits, its successors-in-interest and petimitted
assipmis) OF THE FIRST PART;

AND

SWAT EXPHESSWAY PLANNING CONSTRUCTION AND OPERATIONS (PRIVATE) LIMITED, a
private limited company, duly Incarporated, registered and existing under the Applicable Taws wil
IR Terdetors] Al SEL iREban Road, R OAL Bazar, Rawalpuads, 1akistan {the

vk, which expression shall include, where the context so permnits, s Successors-in-
witerest and permitted assigns) OF TIE OTHER PART.

PEHA and the Concessionaite are hereinafter also ndividually referred to as a “Party” and
1:::|fl=cl'ivr:-|}a as the “Parties™,

RECITALS:
WIHEREAS:
Al PEHA inteads to undertake and implement the Projeet;
B, Priot to execution of this Agreement, PIKHA:
{i) determined that the Project was suitable for privite sector participation through the
BOT mode;
{11 determined that an entity would be competitively selecied to undertake the Project;

(1) prepared the selection criteria and bidding documents required to competitively
5 procure the services of an entity to undertake the Project; and

(V) prepared, in respect of the Project, request for propusals (the "RFP"} for

diesemination;

PEHA thercafier caused the publication in Pakistani newspapers of general circulation, on
December 19, 2015, inviting interested partics to sulwnit their respective cxprey
mterest for the Project;

I response to the advertisement, PKHA received expression of interest [v
and pre-qualified several of these parties on the basis of their expression
BT was circulated to these pre-qualified parties including the Sponsor;
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E. In response to the RFP, the Sponsor also submitted its technical and financial proposal
to undertake the Project on BOT basis on May 30, 2016 (the “Proposal™);

F. PKHA issued 1o the Sponsor a letter of invitation bearing number 4216/50-PKIHA dated
June 28, 2016

G. After fulfilling the requirements of duc process, PIKHA issued a letter of support to the
Sponsor beating reference number 4357-50/PKHA dated July 25, 2016 10 support the
efforts of the Sponsor to seek the award of the Project and implement it thereafter and
tor furtherance of the process leading to the negotiation and bnahzation of this
Agreement;

H.  Thereafrer, PKILA issued a letter of award to the Sponsor bearing number
dared

L The Sponsor duly promoted and incorporated the Concessionaire as a private limited
company to enter into this Agreement, undertake the Project and fulfill and perform the
obligations and exercise the rights under this Agreement; and

] PEKHA and the Concessionaire have now agreed to implement the Project subject ro and
in accordance with the terms and condinons of this Agreement,

Now, THEREFORE, in consideration of the mutual promises and agreements of the Parties
herein expressed and for other good and valuable consideration (the tecapt and sufficiency of
which are hereby acknowledged) the Parties hereby covenant and agree as follows:
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COMNCESSION AGRE EMENT

I DEFINITIONS AND INTERPRETATION

1.1 ngwn‘mm&

Whenever used in this Agreement or in the Recitals, the following terms shall have the
meaning ascribed to them as followe:

1.1.1  “Abandonment”

m the opinion of the Independent Engincer, the following: by virtue of the withdrawal of
all, or substantally all, personnel by the Concessionaire from the Concession Area (a)
during the Construction Period, the failure of the Concessionaire to carry out the Waorke
or the failure of the Concessionaire to undertake such other materia] obligations the
fatlure to undertake which amounts ro a Material Breach, for ar least ninety (1))
consecutive Davs; or (b) during the Operations Period, the failure of the Concessionaire
to undertake such material obhgations the failure 1o undertake which amounts to 4
Material Breach for at least ninety (90) consecutive Days, save where, in each case. such
tailure is caused by a Permitted Event;

112 “Acceptable Contractor”

a Contractor that has na derogatory record that would adversely reflect on irs capability
to undertake the Works in accordance with the Construetion Performance Standards or
perform the Services, and thar has not been blacklisted by the GoKPK or PRIA nor
been found o deliver unsansfactory quality of work or unsatisfactory performance of irs
obligations due o fault or neghigence, upon verification of irs performance in any

OREOIng or past government or private project in which the Contractor is or Wats
involved:

1.3 “Accounting Year”

el e commencing from the 1% Day ¢ > Julv of any Year and ending on the
30 D:t_"-' :'Jf_i une of the next Year:

.14 *Additional Land™

the land additional to the Concession Area as of the Effective Date as determined in the
Approved Detailed Design or a Variation, as the ease may be, required for the
construction or improvement of the Works or to mect the requirements of the Approved
Detailed Design ar a Variaton, such land to be procured by PKHA, at its own efforts
tree from any Encumbrance, and together with the Ancillary Rights, either at its own
cost and expense, or that of the Congcessionaire, as the case may be, pursuant to Section
B [Project Tmplementaion Brogramme and Design) and upon procurement, such addinonal Lind
shall form part of the Concession Area:

L1L5  “Administrative Office”
an office building to be built by the Concessionaire for the Gperation, management and

maintenance of the Expressway, which office building shall be built ar such |
the Concession Area set out in the Approved Detailed Design;

§

2
=l
S

Z

©
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1.L7

1.1.9

1.1.10

L.1.11]

1.1.12

i gl

“Affected Party”
the Party claiming to be affecred by a Force Majeure Ivent;
“Affiliate”

a Person that controls or is controlled br the Sponsor, As used in this definition, the
expression “control” means with respect 1o a Person that is a corporation, the
ownership, directly or indireedy, of more than fifty percent (50%) of the votng shares of
such Person, and with respect to a Person which I 10t A corporation, the power to direcr
the management and policies of such Person, whether by operaton of law or by contract
or otherwise;

‘tAgEnE!l:
the agent of the Financiers under the Financing Agreements;
“"Agreement”

this concession agreement, including, the Schedules te this CONCESSION agrecment. and
includes any amendment hereto or hereof executed by the authonzed signatories of the
Parties after the Effecrive Date;

“Ancillary Facilities”

any facilines and istallations, including, hotels, restaurants, fuel satons, warchouses.
truck terminals and other commercial and non-commercial facilities which the
Concessionaire may erect, mstall, develop or make available ar the Concession Area
pursuant ta the terms of this Agreement:

“Ancillary Rights™

the rights of passage over, and of access to and cgress, from the Concession Area, right
of way, easements, licenses and all other permissions necessary to grant full access 1o and
cgress, from the Concession Area and all such other ancillary rights as may reasonably be
required for undertaking the Project or any part thereof;

“Appointed Date™

subject to the terms of this Agreement, the date on which Financial Close 15 achieved by
the Concessionaire in accordance with Section 10 [Fiwawces for the | rojec];

“Approval”

all authorzations, conscnts, clearances, CXemptions, registrations, permits and approvals
from or with PKHA under or pursuant to the Applicable Laws or the tetins of this
Agreement, thar are required o be given and maintained for the purposes of
implementing the Project in accordance with the terms of this Agreement including the
pror written agreement of PKITA or the PRHA Representative to a proposed action by
the Concessionaire, which shall not he withheld, conditioned or delayed unreaso
provided, that in each of the above instances; PKHA shall be obliged
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Approval 1o the extent the Concessionaire  has complied with all procedural and
substantive requirements for the procurement of such Approval, if any. The words
“Approve”, “Approved” and other grammatical varatons of the word “\ pproval” shall
be construed accordingly. A non-cxhaustive list of the Approvals is set our in
SCHEDULE A [APPROTZALS AND CONSENTS];

L1114 “Approved Detailed Design”

the Detailed Design of one or more parts of the Works, as Approved or deemed
Approved by PKHA pursuant to Sectiorn 8.2.2;

1115 “Arbitration Act”

the Pakistani Arbitration Aet, 19490 and shall mmclude medificatons to or ANy re-
cnactment thereof as in force from time to Hme:

1.1.16 “BOT™
build, operate and transfer:
L117 “Balance PKHA Funding Amount”

the amount cqual to PR 5,500,000.000/- (Pakistani Rupees Five Billion and Five
Hundred Million only), to be funded by PKHA to the Concessionaire to tund the
Estmated Projeet Cost, in accordance with the terms of this Agreement and the EFL
Agreement;

L1158 “Balance PKHA Funding Amount Financial Instrument”
shall have the meaning artributed thereto in Section 19,2, 1(a):

1.1.19 “Balance PKHA Funding Amount Financial Instrument Expiry Date”
shall have the meaning attributed thereto in Section 19.2.3(b);

1.1.200 “Balance PKHA Funding Amount Financial Instrument Issuing Bank”

any of the Financiers or a scheduled bank having a long-term credit rating of at least *AN’
as rated by JCR VIS or PACRA in Pakistan: provided, that such bank is not controlled by
a Provincial Government and/or Federal Government. For the purposes of this
definition, a scheduled bank shall be construed as being controlled by a Provineial
Government and/or Federal Government if the Provincial Government and/ or Federal
Government: (a) owns, directly or indirectly, legally or beneficially, more than half of the
issued share capital of the scheduled bank; or (b) has the power, directly or indirecty,
(whether by way of ownership of shares, proxy, contract, agency or atherwise) to: (1) cast
or control casting of more than 51% of the maximum number of vaies that might be
cast at a general meeting of such scheduled bank: of {1} appoint or remove all, or the
majority, of the directors or other equivalent officers of such scheduled bank; or (ili) s
able to dircct the management and policies of that scheduled bank:
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11.21

1.1.22

1E:23

1.1.24

1.1.26

13

1.1.28

14:29

1.1.360

CONCESSION AGRE EMENT OF SWAT EXPRESSWAY

“Balance PKHA F unding Amount Funding Date”
September 30, 2017:

“Balance Termination Payment Amount”

shall have the meaning ariributed thereto in Section 21.0.4(b);
“Base Case Equity IRR”

the post tax internal rate of retun (expressed as percentage) on the Equity of Class A
Shares, as expressly set out in the Financial Maodel;

“Base Funding Amount”

collectively the sum of

(a) the PKHA Funding Amount; and

(b the Sponsor Funding Amount:

“Base Toll Rate”

the per kilometre Toll rates to be levied for vehicular usape of the Expressway on the
Service Commencement Date, based on the Toll Structure ser out in Part 11 of
SCHEDULE B [ToLr. STR 'CTURE];

“Bid Security™”

the bid security of Rupees Two Hundred Million (PR 200,000,000/ furnished by the
Sponsor o PKHA in accordance with the RFP, which shall be kept valid undl such tme
that it is replaced by the Financial Close Bond,

“Building Line™

the line notified or 1o be notified under the Applicable Laws, berween which and the
ROW 1t s unlawful to carry out any form of construction or excavation except In
compliance with the Applicable Laws:

“Business Day”

any Day on which banks are legally permitted to be open in Pakistan for the transaction
of business and remittances:

“Change in Law”
shall have the meaning artributed thereto in Section 20 |Change in 1Lan;
“Change in Control”

a change in the shareholding interest in the Concessionaire resulting in:
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1.1.32

1.1.33

1.1.34

1.1.35

Cﬂxw&mﬁiwm RESSWAY

(a) the agpregate sharcholding of the Sponsor and/or its Affiliates in the
Concessionaire becoming less than fifty percent (50%,) plus one (1) Class A
Share:

() the Sponsor and/or its Affiliates losing its/their right, dircetly or indirectly, to

exerclse voung rights in respect of fifey percent (50%) plus one (1) Class A
Shares in the Concessionaire; or

(€] the Sponsor and/or its Affiliares losing the power (1o the extent preseribed by
the Applicable Laws) to direct the management, policics and decisions, in cach
case, of the Concessionaire;

“Class A Share(s)”

the share capital issued to the sharcholders of the Concessionaire (excluding PKHA)
from time to time and shall be the main recipient of Base Case Equity IRR in accordance
with this Agreement. Moreover, these shares shall be recipients of the Termination
Payment;

“Class B Equity Subscription Account”

the non-checking bank account to be established by the Concessionaire and nanfied to
PEKHA wating, in which PKHA shall fund the PKHA Funding Amount;

“Class B Share(s)”

the share capital issued to PKIIA (in case the PKHA Funding Amount (or any part
thereof) is funded as equity pursuant to EFU Agreement) which shall not be liable for
non-performance by the Concessionaire under any circumstances whatsoever and for
which the Base Case Equity IRR shall not be paid, accrued and/or applied:

“Commercial Activities Agreements”

collecovely, refers to the lease or licence agreements or other contractual arrangements
which the Concessionaire may enter into with third parties in respeet of the Ancillary
Facilities, the Expressway Service Areas. booths, advertising or other commercial
activities or spaces within the Concession Area and/or the Expressway Service Areas or
on the idendfied areas of the Concession A rea and/or the LExpressway Serviee Areas,
including, agreements which the Concessionaire may enter into with thied parties with
respect to sales to be made or services 1o be rendered therein;

“Commissioning”

the commussioning of the Expressway Section, any Section added to the xprossway
Section or the Expressway, as the case may be, in accordance with the procedures set our
in  SCHEDULE C [COMAMISHONING  PROC “DURES].  The words “Commission”,
“Commissioned” and other grammatical variatons of the word “Lommissioning”™ shall
be construed Accordingly;
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1.1.36

1.1.37

1.1.38

1.1.39

1.1.40

1.1.41

1.1.42

1.1.43

1.1.44

at E X,
2

CONCESSION AGREEME NT OF SWAT EXPRESSWAY

“Commissioning Notice"
E

each of the notficatons issued by the Concessionaire in accordance with Sections 14.1.1
to 14.1.5 that the Expressway Section, any Section added to the Expressway Seetion or
the Expressway, as the case may be, may be commissioned in accordance with the
commissioning procedures set out in SCHEDULE C [COMMISSIONING PROCEDT RIZS];

“Comparable Road”

a divided four (4) or more lancs controlled aceess Expressway the quality and level of
service whereof is at least equivalent to the Expressway;

"Compensation Event”
shall have the meaning attributed thereto in Seetion 18.1.1;

“Cnmpeting Route”

any exisung road materially improved whereby 1t becomes a € -omparable Road or a newly
constructed Comparable Road, which is so materially improved or constructed by or on

behalf of PKHA or a Public Scetor Entty during the Coneession Period and s I
competition with the Expressway in respect of the traffie plving on the Expressway;

“Completion Certificate”

the ceroficate to be issued by the Independent Engineer in the form attached herera: as
SCHEDULE D [FORM OF COMPLETION CERTIFICATE], cerafying the completon and
Commussioning of the Works in accordance with the terms of this Apreement;

“Compliance Representation”
shall have the meaning attributed thereto in Section 12,1 3.9:

ELET T

“Concession™

the concession granted to the Concessionaire by PKHA pursuant to Section 7.1 of this
Agrecment;

“Concession Area”

the land made available by PKIHA 1o the Concessionaire an which the Project shall be
undertaken and includes the ROW and the land required for the Administrative Office as
more partcularly described in SCHEDULE E |[CoNCESsIoN AREA AND ROWY) as well as
the Additional Land and any other land subsequently acquired by PKHA and made par
of the Concession Area in accordance with the terms of this Agreement;

“Concession Period”

shall have the meaning attributed thereto in Section 7.2, and shall be a penad of, unless
gnded otherwise in accordance with the terms of this Agreement, twenty fiy
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1.1.45

1.1.46

1147

1.1.48

1.1.49

1.1.30

1.1.51

1.1.52

years commenang from the Effective Date, and ending on the Expiry Date (or the
Termination Date, if carlier);

“Concessionaire”

SWAT EXPRISSWAY PLANNING CONSIRUCTION AND OPERVTIONS (PRIVATE) Livrren;
“Concessionaire Event of Default”

shall have the meaning artributed thereto in Section 21.2.1:

“Concessionaire Representative”

the representauve of the Concessionaire appointed from tme to time by the
Concessionaire pursuant to Section 3.2;

“Concessionaire’s Intellectual Property”
the Intellectual Property of the Concessionaire;
“Conditions Precedent”

shall have the meaning atributed thereto in Section 6.2
“Conditions Precedent Certificate™
shall have the meaning attributed thereto in Section 6.3.3:

“Confidential Information”

the terms of this Agreement and all information of a Party including information relating
to technology, processes, products, specifications, know-how, expertise, inventions or
designs used or developed by such Party, trade secrets and information of a commercially
sensiive nature, marketing informanon and such informaton that is specified by such
Party as confidential or that by its nature a reasonable Person would consider
confidential. Confidental Informaton does not include information that (a) at the ame
of the first disclosure to or cbservation by another Party, was already in the lawful
possession of such other Party; (b) is in or comes into the public domain otherwise than
by disclosure in breach of this Agreement; or (¢) becomes available to such other Party
trom any other source; provided, that it was not acquired directly or indirectly from a
Party in violation of an obligation of confidentiality pursuant o this Agreement:

“Consents™

all authonzatons, consents, clearances, exempuons, registrations, petmits and approvals
from or with any Public Sector Entity, other than PKIA, under or pursuant o the
Appheable Laws or the terms of this Agreement, that are required to be obtained and
maintained for the purposes of implementing the Project in accordance with the terms of
this Agreement. A non-exhaustve list of Consents is set out in SCHEDU
[ APPROI ALY AND CONSENTS];
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CONCESSION AGREE

1:1.53

1.1.54

1155

1.1.56

1158

1.1.39

1.1.60

1.1.01

“Construction Contractor’

the Aceeprable Contractor, with whom the Concessionaire has, or mav enter mio, the

EPC Contract or other form of contract(s) tor purposes of undertaking any or all of the
Works;

“Construction Costsg"

the projected construction costs of the Works, including cost of contingencics and
escalations, as provided in SCHEDULE F ST ATED PROJECT Costy;

“Construction Performance Bond”

the bond 1w be submitted or assigned by the Concessionaire 1o PKIHA pursuant te
Section 1221, in the form and content as provided in SCHEDULE G |FoR aF
CONSTRUCTION PERFORMANCE BonD];

“Construction Performance Standards”

the standards and specifications which have been agreed to between the Parties for the
implementattion of the Works, as more particularly set out in SCHEDULE H
|CONSTRUCTION PERFORMANCE STANDA RIS

“Construction Period”

the pentod required for undertaking the Works, commencing on  the Works
Commencement Date and having 2 dumation of twenty four (24) Months or such

extended duration as may be determined pursuant to the terms of this Agreement;

“Contractor”

the Construction Contractor, the Q&M Contractor and any Acceptable Contractor with
whom the Concessionaire has, or may enter into, any agreement/contract for purposes
of undertaking any or all of the Works, or performing any or all of the Services:

“Court™

any court of competent jurisdicton;

L Dai‘lil!l

a day according to the Gregorian calendar:

“Deductible Amounts”

to the extent it is a positive amount, the aggregate, as at the Required Termination
Payment Date, of:

(a) all credit balances 1n the bank accounts of the Concessionaire {mncluding any
msurance procceds (save where such credit balances are 1o be paid 1«
and/or to be applied in rehabilitation, rectification and/or reinstatempf
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CONCESSION AGREEM]; NT QF SWAT EXPRESSwaAy

1.1.62

1.1.63

1.1.64

1.1.65

1.1.66

1.1.67

1.1.68

(1) if applicable, all amounts Payable by the Financiers (or the Counter-parties to the
terest rate or exchange rate hed gIng arrangements provided for in the Finaneing
Agreements) to the Concessionaire in conneetion with early terminaton of such
hedping AfLANgements as a result of Prepavment of amouans outstanding under
the Financing A greements:

"Default Notice”

the written notice issued cither by () the Concessionaire declaring the occurrence of an
PKHA Event of Default; or (b) PKHA declaring the oceurrence of a Concessinnaire
Event of Defaul;

“Delay Duration”

the period of delay caused by a Permitted Event or any other event expressly stated in
this Agreement as being the causge of the Delay Duration:

“Designated Account”

the bank account to be established by the Concessionaire and notified o PK] 1A in
writng, in which PKHA shall pay the Terminaton Pavment:

“Detailed Design™

the technical specifications, construction drawings, construction methodolagy, quality
assurance procedures and other documents prepared by the Concessionaire Pursuant to
Section 8.2.2:

“Development Cost™

all costs incurred by the Sponsor and/or the Concessionaire from the Effectve Date
unul and including the Appointed Date in respect of the Project including the Financies
Cost;

“Development Rights*

all the rghts and privilepes aceruing to the Concessionaire pursuant to this Aprecment
for commercial exploitation and carrying out of all types of commercial activities o1, at
or within the Coneession Areq. including the establishment of the Ancillary Facilities:

“Direct Agreement”

the agreement, by whawsoever nomenclature referred. berween the Financiers, the
f_:ul'ri.'.L'FEi{‘.l[‘rﬁ!'I'E il PKH.—"I., entered 1nita Pursuant to rhys ,"5.1Lh1_*:|.'L‘J:..'l]riL'I‘lLh 1 50 ITLILHI'H! b".'
el i*‘jnnm:;urs;

“Di-’a:ﬂlﬂﬁit]g [‘url}"*

) A, ] 1 5
shall have the meaning aunbured thereto n Secdon 20:13.2-
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L1770 “Dispute”

| % o

1.1.73

1.1.74

L1:TG

shall have the meaning attributed thereto in Section 24.1.1;
“Dispute Resolution Procedure”

the procedure for setilement and resolution of a Dispute, as detailed in Section 24
| Dispaste Resodution Procedure] of this Agreement;

“Due and Payable Costs”

all amounts properly due and payable under any contracts entered into by the
Concessionaire in connection with the Project, for the purpose of exercising its rights
and/or discharging its obligations under this Agreement, as at the Required Termination
Payment Date (including amounts ansing as a result of such Termination) excluding any
acerued payments due and pavable 1o, or redundancy payments for, emplovecs of the
Concessionaire not transferring to PKHA under the terms of this Agreement;

“EFU A greement”

the agreement (in the form agreed between the Parties and the Sponsor) to be entered
into berween afer alfer PRHA, the Sponsor and the Concessionaire for the purposes of,
enter alta, PKHA s/ GoKPIs and the Sponsor’s contnbution wwards the Class B Shares
(to the extent the PKIA Funding Amount {or any part thercof) is to be funded as
equity) and Equity (Class A Shares) respectively and utilization of the same, 1n each case,
in accordance with the termes thereof:

“EPC Contract”

the contract or contracts, if any, entered into by the Concessionaize with ane or more
Construction  Contractor,  jnter aite, for the purpose of  designing, cngineering,
procutement of equipment and  materials, construction, completion, Tests and
Commissioning of the Project Assets in accordance with the terms of this Agreement;

"Effective Date”
the date of signing of this Agreement by the Parties as stared first hereinabove:
“Encumbrance”

any mortgage, charge, pledge, lien, hypothecation, assigniment, privilege, SCCUTILY interest
or priority of any kind having the effect of security or other similar obligation and shall
nclude eneroachment and any other physical hindrances, right of entry, use of way,
casement, restrctve covenants, licenses and/or leases or any form of phvsical
encumbrances whatsoever, whether liconces and/or leases have been reanted or not, or
any mterest, claim or arrangement Impinging on unrestricted use of the ‘oncession Area
or any part thereof, or any put or call option or a first right of refusal, or an agreement o
grant, create, allow or regrster any of the fﬂmguing, whether regmstered or unregstered,
whether statatory, legal or equitable;

£y
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_i .i_-_lr._l; ithuit}rJ:

, - ~abed o by any
Jove canital of the Congessionaire, rq}rcﬁemﬂd . ?thk ﬂbb‘:::h;? the Total
mf‘aﬂf T‘ﬂ ii:hi;im’% chareholders for meelng the u']m?:‘]mmft:‘::fmm 4 s B
of the LonCchois : e i o -ses of shares 1.¢. 1S5 [ x Sgetle ;
Praject {;Gﬁ[.aﬂd ]Elihalxl? Eﬁﬁliﬁi :?iﬁil;:fz; funding made available by _th': bpﬂntj:?r
Shares; provided, that JE{[; Uﬂ_r- covided, however, that for purposes of cumﬁ'—‘u]i
for ﬂ_“' .Dm'c]r%pmmslunder t.his- Agpreement, Equity shall be rc.ckmu:-d as m.m“{ﬂ;mf L " :
Terminaton kay mdrzrj- cpect of the Project up to the Reguired Terminaton Pay “";"*“
s actually nn-:;:at;:;} iﬁ;i;}[ms of this Agreement as dgl-;:rminudl by al.uf Tjd::ptl}t ﬁt:;
El;;nf:::;jt the Indcp-.:ndcm Auditor jointly as patt ol their certibeation 0

Termination Payment;

1.1.78 “Equitv Compensation”

: , + maid i respect of
the amount which, when tken topether with all amounts alrcady p':l lJﬁ L'P o
i : - . wirihutions) and taking
i & o A Share + wav of dividends and other distnbutions) L
guity of Class A Shares (b way o Siors . . i
.,E{}:nu'm the actual timing of all such payments, provides the Shareholders (other
PIIAY with the Target Equity IRR;

1.1.79 “Estimated Project Cost”

the esdmared cost of the Project of Rupees Thiny Fowe Billion Ooe Huodeed Sixey Five
Million One Hundred Porty Seven Thousand Four Hundred and Farty Four only (PRR
J4,102,147 4944/ <), as specificd in the Pinancial dModely

1.1.80 “Event of Default”

cither a Concessionaire Fivent of Default or an PKHA Event of Detfault, or both, as the
context may admit or require;

1.1.81 “Exempied Vehicles"”

1.1.82

1.1.55

1.1.54

vehicles, or a class of vehicles, exempred from the pavment of the Tolls, as enumerated
in ScHEDULE B [ToLL STRUCTURE];

“Expert”

a member of the Panel of Experts nominated to consider a Dispute under Scetion 24.2.1-

“Expert Reference Notice™

r_]_lr: notice pursuant to Scetion 24.2.2 issued by a disputing Party referring a Dispute for
Fast-Track Dispute Resoluuon;

o 'lxpir}' Date™

the dare of expiry of the Concession Period which shall be the twenty fifih
anniversary date of the Effccove Date;
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CONCESSION AGREEMENT OF SWAT EXPFRESSWAY

1.1.117 “Incomplete Works List”

the list prepared or to be prepared by the Independent Engineer of the Works or things
fmnning part of the Warks, which have not been completed or are ourstanding on the
relevant date;

1.1.118 “Incremental and Consequential Costs™

the additional costs and expenses, including, addivonal capital expenditure, addinonal
operating cost and/or additional taxes, lost Revenue, addinonal overhead costs, interest
(including interest payable, capitalized interest and accumulated interest), penalty charges,
charnty amounts, mark-up, other financing/ funding costs and increase in the Esumated
Project Cost which have been incurred or suffered, pursuant to the terms of this
Agreement, including as a consequence of an amendment or Variation to the Approved
Detaled Design, at the reguest of PKHA, dc]n:r:.'d delivery of the Concession Area,
interference with peaceful possession thereof, the delayed completion of the Works duc
to delay 1n the removal, reloeaton, diversion or reinstatement of Public Unliges, or a
Compensatdon Lvent or any other costs and expenses payable by PRKHA o the
Concessionaire pursuant to the terms of this Apreement; provided, that all costs incurred
in relation to the Project that are in excess of the Estamated Project Cost as specified in
the Financial Model shall not form part of the Estmated Project Cost; provided,
however, that any increase at any ome in the Estimated Project Cost with the Approval
of PRIA shall be included in the Esumated Projeet Cost

1.1.119 “Indemnified Party”
shall have the meaning atnibuted thereto in Secuon 25.2.5;

1.1.120 “Indemnifying Party™
shall have the meaning attnbuted thereto in Section 25.2.3;

1.1.121 “Independent Auditor”
an Independent tirm of chartered accountants appointed pursuant to Secnon 5.6 and
specifically assigned with the functions and dunes as set out in SCHEDULE N [TORY aF
THE INDEPENDENT AUDITOR];

1.1.122 “Independent Consultant”

1 Person of repute appumtml in accordance with Sectton 5.7, and SFECi.I_ICT-'IH'I.' :lﬁsigntql

with the funcuons and duties as set out in Section 22 |Hawdback];
1.1.123 “Independent Engineer”

a Person of repute appointed 1n accordance with Sectuon 5.3 and specifically assigned
with the functons and dutes as set out in SCHEDULE V [TORKS OF THE INDEPENDENT
ENGINEER];
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1.1.124 “Indirect Political Event”
shall have the meaning ateributed thereto in Section 17.1.4;

1.1.125 “Initial PKHA Funding Amount™

the amount equal to PKR 6,000,000,000/- (Pakistani Rupees Six Billion only), to be
funded by PKHA to the Concessionaire to fund the Estimated Project Cost, in
accordance with the terms of the EFU Agreement and this Agreement;

11126 “Intellectual Property™

all current and future legal and equitable interests in registered or unregistered
trademarks, service marks, patents, registered designs, vtlity marks, applications for any
of the foregoing, coprrights, unauthorized extraction and/or re-udhzaton righis,
unregisiered  designs,  inventons, confidential  information, know-how or  other
intellectual property nghts ot the Parties ansing in connecuon with or relatng m any way
to this Agreement and/or the Project;

1.1.127 “Interchanges™

the interchanges to be established by the Concessionaire at designated locations as per
SCHEDULE M [INTERCILANGES], subjeet to the Approved Detailled Design:

1.1.128 “KPK”

the province of Khyber *akhtunkhwa;

1.1.129 “Lapse of Consent”

any Consent:

(a) ceasing to remain in full force and cffect and not being renewed or replaced
within the tme perod prescribed by the Applicable Laws for the renewal or
replacement of such Consent or, where a tme period 15 not prescribed by the
Applicable Laws, within sixty (60) days of such Consent ceasing to be in full
force and eftect, or

(b not being issued upon applicadon having been properly and tmely made and
dilipently pursued within the ume perod preseribed by the Applicable Laws or
where a time period 1s not prescribed by the Applicable Laws, within aixry (60]
davs of proper application being made for such Consent; or

(c) being made subject, upon renewal, or otherwise, to any werms or condiions that
materally and adversely affect the Concessionaire™s (or a Contracror’s) abiliry 1o
perform s obligatons under any document included within the PKHA
Agrecements and/or Project Agreements,
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CONCESSION AGREEMEN (T OF SWAT EXPRESSWAY

L1130 Laws of Pakistan and /ot Khyber Pakhtunkhwa” or “Applicable Laws”

All federal, provincial and local Jaws of Pakistan and/or the Jaws ot Khyber Pakhtunkhwa
and all orders, rules, regulations, bye-laws, ordinances, statutory notifications or orders,
exceutive orders, decrees, policies, judicial decisions, notificarions or other similar law ful
diréctives made pursuant thereto issued by ANy executive, administratve, legislatve or
judicial authority or Aty one or more of them, as may be amended o subsututed from
Hme to tirne;

1.1.131 “Main Carriag::wur,

shall have the meaning attributed thereto in SCHEDULE P |DEscriprion OF THE
PROJECT AND Score oF |} ORE];

L1132 “*Material Adverse Effect”

the material adverse of fect of Ay act, event, matter or circumstarice on ta) the abilivr of 3
Party to exercise any of its rghts, or perform/ discharge any of its duties/obligations
under and in accordance with the terms of this Agreement, or (b} the legahty, validiry,
binding nature or enforceability of this Agreement against the Parties of any of them,
including an act, event, matter or circumstance that causes a marerial tinancial burden or
loss to a Party;

1.1.133 “Material Breach”

A breach bwv ecither Party or GoKPK of any of s oblisatons under any PRIA
Agreement which has or js likely to have a Material Adverse Effeet, upon the occurrence
whercof Secrion 21 | Terminetion] shall apply;

1L.1.134 “Month™

2 period starting on one Day in a calendar month and ending on the numerically
corresponding Day in the nexr calendar month, save that where any such period would
otherwise end on 4 Day which 15 a public holiday in Pakistan, it shall end on the nexi
Day, unless that Day falls in the calendar month succeeding that in which it would
otherwise have ended, in which cqse it shall end on the preceding Day; provided,
however, that if 4 penod starts on the last Day in the month in which that period ends,
that period shall end of the last Day in thar lares month, and references to “Monthe”
shall be construed accordingly;

1.1.1 35 LIN\?FP Drdiﬂilﬂ{:c”

NWTP Owdinance No. XIX of An gust 29, 2001 (as amended or subsaruted from time o
Hme);

1.1.136 "New Toll Plazas™

any toll plazas (other than the Toll Plazas 1o be established by the Concessionaire as part
of the Works) created, or caused to be created, afier the Lffective Date in accordance
with the terms of this Agreement for the collection of the Tolls and/or manag :
Tolling operations and the related management of the Expressway;
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L1.146 “Operations Bond”

the bond to be provided by the Concessionsire pursuant 1o Section 13.4, in the form and
CORENT as provided in SCHEDULE § [FORA OF OPERATIONT Boxp I;

1.1.147 “Operations Period™

the period from the Service  Commencement Date 1o the Expiry Date (or the
Termination Date, if earlier);

1.1.148 “Other Revenue”

all revenue derived by the Coneessionaire from the Project Assers and/or the
Development Rights, other than the Tol] Revenue and the Motorway Service Areas
Revenue:

L1149 “Outstandin g Termination Payment”

shall have the meaning attributed thereto in Section 19.2.4(a);

L1150 “PEPA™

the Pakistan Environmental Protection Agency, a statutory body corporate established
pursuant to the Pakistan Environmenal Protection Aet, 1997,

1.1.151 “PEHA>

the Pakhtunkhwa Highways Authoriry, g statutory body corporate estblished pursuant
to the NWIP Ordinance:

L1152 “"PKHA Agreements™

means;
(a) this Agrecment:

3] the Provinesal Supperr Agreement;
(c) the EFLT Agreement:

() the Subordinare Financing Agreement;

(e) the Direet Agreement: and
(1) any other agreement if entered into in tespect of the Project between the:

0 GoKPK and/for PKHA: and
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COMNCESSION AGREEMENT OF SWAT EXPRESSWAY

(11 Concessionaire and/or the Financiers and/or the Sponsor in respect of
the Project and designated as a “PRj.1 AAgreement”;

1.1.1533 “PEKHA Event of Default”
shall have the meaning attributed thereto in Section 21L.LE
1.1.154 “PKHA Funding Amount”

collectively, the Initial PKHA Funding Amount and the Balance PKHA Funding
.-'IILT'E'I{]'I.IJ'.I.".'.

1.1.155 “PKHA Representative”

the Person appointed in w:—it:iug by PKILA pursuant 1o section 3.1 to act on its behalf
under this Agreement,

1.1.156 “PPP"
public-private partnership;
1.1.157 “FPP Act”

the Khyber Pakhtunkhwa Public Privare Partnership Act, 2014 (Khyber Pakhrunkhwa
Act No. XX of 2014) (as amended or substituted from time to umej;

1.1.158 “Pakistan™
the Islamic Republic of Pakistan;

L1159 *Panel of Experts”

the panel of Experts constituted for purpose of resolution of a Dispute by way of Fast-
Track Dispute Resolution, as more particularly set out in Sectuon 24.2;

1.1.160 “Partial Concession Area™

twenty five percent (25%) of the Concession Area, as more particularly described in
SCHEDULE E [CONCESSION ARE4 AND KOir);

1.1.161 “Parties™
shall have the meaning attributed thereto fisst hereinabiove;
1.1.162 “Party™

shall have the meaning attnbured thereto first hereinabove:
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1.1.163 “Person™

any ndividual, partnership, firm, company, corporation, joint venture, Lrust, associaton.
organization ot other entity (whether or not having a separate legal personality);

1.1.164 “Permitted Event”

1165

any of the following:

()
(b)
(c)

(@

(e)

g

(h)

(1)

a Foree Majeure Event:

a PKHA Event of Default;
a Compensation Fyent;

a Relief Even

a Change in Law causing a delay in the performance of the Concessionaire’s
obligations under this Apreement:

a Vanation proposed by PKIIA causing a delay in the performance of the
Concessionaire’s obligations under this Agreement;

any breach of the terms and conditions of this Agreement by PKHA directly
affecting the performance by the Coneessionaire of is oblipanons under this
Apreement;

the closure of access to the Concession Area or any part thereof during the
Construction Period with the concurrence of the Independent Engineer, or the
Concessionaire’s iability to remove any accident debris due to non-completion
of any police/insurance related mnquiry/survey despite ptompt steps having been
taken by the Concessionaire in thai regard; or

an obstrucdon by any Person claiming any right, tile or interest in or over the
Concession Area or the Additonal Land;

“"Permitted Investor”

all Persons desirous of, acquiring the Sponsor Shares (or any of them), or being 1ssued
further share capital of the Concessionaire (otherwise than rights), other than the

following:

() any Person of a nationality that is specttically proscribed by the Applicable Taws:

(b} any Person who or whose Affiliates are subject to international trade sanctions or
an embargo;

{c) any Person who has been blacklisted by a Public Sectar Entty;
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{d) any Person who or whose Affiliates have been declared as a tetrorist OrgANIZALonN
or who has been declared to have links to a terrorist organization by any Public
Sector Entity; and

(e} any Person who has been rated by JCR VIS Credit Ratung Co. Ltd. or Pakistan
Credit Rating Agency Limited in Pakistan and has a credit ratng below A- For
sake of clanty, if a Person has not been rated by JCR VIS Credit Rating Co. Ltd,
or Pakistan Credit Raung Agency Limited in Pakistan, this condition will e
apply to such Person;

1.1.166 “Police Fines”

fines, penaliies and charpes (other than Weigh Fines) from users of the Expressway (or

any part thereof) pursuant to the Applicable Laws for (without limitation) traffic

violatons;
1.1.167 “Political Event”

shall have the meaning attributed thereto in Section 17, 1.5
L.1.168 "Post-FC Termination Payment”

shall have the meaning auributed thereto in Section 21.6.2{a)(ii);
1.1.169 “Pre-FC Termination Payment”

shall have the meaning attsibuted thereto in Section 21.6. 1(a){ii);

L1.170 “Preliminary Design”

the preliminary design, which shall be prepared by the Coneessionaire in accordance with
Scctnon 8:2.1;

LELT1 “Preliminary Works”

such of the Works as mutually agreed between the Parties and/of forming part of the
Approved Detailed Design and as more particularly set out in Seetion 12.14 | Pretiminary
W arka);

1.1.172 "Preliminary Works Commencement Date”

the date of handing over of the Partal Concession Area by PKHA to the Coneessionaire
in aceardanee with the terms of this Agreement;

L1173 "Preliminary Works Scheduled Completion Date”

the date occuring twenty four (24) Months from the Works Comimnencement Date or
such later dare as may be determined pursuant o the tesms of this Agreement;
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1.1.174 “Premises Completion Certificate”

the certificate issued or to be issued by the Independent Engineer in accordance with
Section 13.1.2, certifying that the Works in respect of the Administrative Office have
been completed;

L1175 “Premises Completion Notice”

the notice issued by the Coneessionaire pursuant to. Section 13.1.2, notifying that the
Concessionaire has completed the Works 1n respeet of the Administrative Office;

L1176 “Preventive and Scheduled M aintenance Plan”

shall have the meaning attributed thereto in Section L4.6.1(a);

1.1.177 “Project”

the development,  designing, engineering,  financing,  construction, Tesung,
Commissioning, insurance and, on the Transfer Drare, transfer, of the Project Assets
under a BOT arrangement, provision of the Services and during the Concession Peniod,
collecting, recerving and carning the Revenues, generated in accordance with this
Agreement as more particularly deseribed in SCHEDULE P [DESCRIPTION OF THE
ProjECT anvp Scors oF IWoRk]:

L1.178 “Project Agreements™

the EPC Contract, if any, the O&M Contract, if any, and all other contracts exceuted

berween the Concessionaire and the Acceptable Conrractors in connectlon with the
I

performance of any of the Project Deliverables;

1.1.179 *Project Assets™

subject to the terms of this Agreement, all physical assets created by the Works in
connection with the Project, including (a) the Section, the Expressway Section and the
Iixpressway, (b) the Facilites, (¢) the Ancillary Facilities, (d) the Interchanges, (¢) civil
works such as the foundation, embankments, pavements, roads’ surface, ramps,
tunnel{s), bridges, drainage works, river tramning works, lighting facilides, waffic s1pnials,
sign boards, milestones, equipment relating to regulaton of taffic, electronic Toll
collection system, emergency services systems, clectrcal works, telephone and other
communication systems and equipment for the Project, (B the Service Road. and (o) the
permanent works created pursuant to exercise of the Development Rights under Secrion
550

L LI5S0 "Project Completion Date”

the date on which the Substantial Completon Certificate or the Completion Certificate,
as the case may be, is issued in accordance with Section 13.1.5:
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1.1.190 “Recitals™

the formal statement so entitled appearing at the beginning of this Agrcement that
declares and explains the backaround facts of the transaction envisaged hereunder;

1.1.191 “Relief Event”
shall have the meaning attnbuted thereto in Section 18.2.1;
1.1.192 “Representative”

cither the PEKLLA Representative or the Concessionaire Representatve, or both, as the
context may admit and require;

L.1.193 “"Required Termination Payment Date”

the date occurring one (1) Day before the date of termination specified 1n the
Termination Notice;

1.1.194 “Residual Balance Termination Payment Amount”
shall have the meaning artributed thereto in Section 21.6.4(c);

1.1.195 “Revenues”
the Toll Revenue, the Expressway Service Areas Revenue and the Other Revenue;

1.1.196 "Right of Way” or “ROW"
the land forming part of the Concession Area to be acquired and owned by PRILA (if
not already so acquired and owned), which shall be handed over to the (¢ LONCUSSIONALEE
tor the purpose of implementation of the Project or part thereof, in accordance with the
terms of this Agreement, as more particularly described in SCHEDULE E [CONCESSION
AREA AxD ROWY;

L1197 “Rupees” or “PKR"
the lawful currency of Pakistan:

11198 “Secton™
a stretch of the Expressway between two (2) consccurive Interchanges formed by
completed Sections as confirmed by the Secion Completion Certificate issued by the
Independent Engineer pursuant to Section 13.3.1 or 13.3.2, as applicable;

1.1.199 “Section Completion Certificate”
the certificate isswed or to be issued in accordance with Section 13.1.3 by the

Independent Engineer certifving that a Section has been o nnpleted in the formyg
hereto as SCHEDULE W [FORM OF SECTION CoMPLETION CERTIFICATE];
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1.1.200 “Section Completion Date”

the date of completion of a Section of the Expressway as nonfied by the Independent
Engineer in accordance with the provisions of this Contract;

1.1.201 “Section Completion Notice”

the notice 1ssued or o be issued in accordance with Secton 13.1.3 by the Concessionaire
not F}-‘jng that a Section has been completed;

1.1.202 “Service Commencement Date”

the date of commencement of the Services in respect of the Expressway, which shall be
the Day immediately following the Project Compledon Dare;

1.1.203 “Service Road”

the non-continuaus and non-tolled service road, comprising 3.65 meter wide CATIAgrwWay
with 1 meter shoulder o either side, cofstructed adjacent to the Coneessian Area, to
facilitate traffic from the adjacent settlements to the relevant part of the Concession
Area, as thore particularly detiled in SCHEDULE P [PESCRIPTION OF THiE PROJECT AND
Jcore oF WoRK| and 1o be established n accordance with the Approved Detailed
Design;

1.1.204 “Services”

the operational, management and maintenance services to be provided by the
Concessionaire  from  the Expressway Section Service Commencement Date in
accordance with the terms of this Agreement) tll the Expiry Date (or the Terminaton
Date, if earlier), in accordance with the O&M Manual and the applicable terms of this
Agreement;

L.1.205 “Shareholder Loans”

at any date, 1n relation 1o any financing (other than the Equity}, funds made available for
the Project by the Shareholders to the Concessionaire;

1.1.2006 “Sharcholders™

members, as such term is defined in the Companies Ordinance, 1984, of the
Concessionaire;

1.L207 “Sharcholders’ Agreement”

the  post-incorporation  agreement, if any, berween  the Shareholders and  the
Concessionaire in respect of, inter afia, the Equity;

1.1.208 “Specific Activig™

shall have the meaning attributed thereto in Seerion 12.13.1:
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1.1.181 “Project Completion Schedule”

the progressive project milestones set forth in SCHEDULE T [PROJECT COMPLETION
SCHEDULE];

1.1.182 *Project Documents”

the Financing Agreements, the Sharcholders? Agrecment, if any, the Projeet Apreements
and all other contracts described in SCHEDULE U [LisT oF PrRofECT Dol MENTS]
relatung to the performance of the Project:

1.1.183 “Project Implementation Programme”
shall have the meaning attributed thereto in Section 8.1.1;
1.1.184 “Project Manager”

a Person of repute appointed by the Concessionaire in accordance with Scetion 54 for
purposcs of, infer alia, supervision and monitoring of the execution of the Works:

1.1.185 “Proposal”
shall have the meaning attrbuted thereto in Recital E;
L1180 “Provincial Support Agreement”

the agreement to be entered into bevween inter alior the GoKPK (through Secretary
Finance, Government of Khyber Pakhtunkhwa), PKHA and the Concessionaire for the

purposes of providing various financial and administrative supports in relation to the
Project;

1.1.157 “Public Sector Entity”

the GoP, GoKPK or any federal, provineial, district or local government, ministry,
department, commission, board, body, bureau, agency, authority, mstrumentality, Court
or other statutory, regulatory, judicial or administradve body, having jurisdiction over the
Concessionaire, the Concession Area, the ROW, the Waorks, the Project Assers, the
Ancillary Facilines, the Expressway or any pordon thereof, or the performance of all or
any of the services or obligations of the Concessionaire under or pursuant to this
Agreement;

1.1.188 “Public Uilities™
utilities provided by the relevant Public Sector Entities, including, water supply, clectreity
supply, telecommunication system, sewerage system, gas supply and ather utilives and
amenities for the public

LLIBO“RFP”

shall have the meaning attributed thereto in Recital B;
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CONCESSION AGREEMENT OF SWAT EXPRESSWAY

1.1.209 “Specific Payment”
shall have the meaning atribured thereto in Section 19,1 i

L1210 "Sponsor”

Fronuer Works Organization, with irs headquarters at 509, Kashmir Road, R. A. Bazar,
Rawalpindi, Pakistan;

1.1.211 “Sponsor Funding Amount”

the total amount of PKR 8,329,447.000/ - (Pakistani (Pakistani Rupees Eight Billion and
Three Twenty Nine Million Four Hundred and Forty Seven Thousand only) to be
funded from time to time by the Sponsor to finance the Esumated Project Cost in
accordance with the terms of the EFU Apreement;

1.1.212 “Sponsor Shares™

at any time, the Class A Sharcs owned and/or held (legally and/or beneficially) by the
Sponsor;

1.1.213 “Subordinate Financing”

means the financing of the Subordinate Financing Amount pursuant to this Apreement
and the Subordinate Financing Agreement:

1.1.214 “Subordinate Financing Account”

the non-checking bank aceount to be established by the Concessionaire and notified to
PRHA tn writing, in which PKHA shall fund the Subordinate Financing;

1.1.215 *Subordinate Financing Agreement”

the agreement (in the form agreed between the Parties) to be entered into between ner
alfos PKHA and the Concessionaire for the purpases of, Jufer alia, (a) the PRHAS
contribution of the Subordinate Finaneing and utilization of the same in respeet of the
Project;

11216 “Subordinate Financing Amount”

the amount equal to PKE 5500,000,000/- (Pakistam 1{1.1|‘}E{::i Five Billion and Five
Hundred Milhon only), to be dishursed by PKHA 1o the Concessionaire 1o fund the
Estimated Project Cost, in accordance with the terms of the Subordinate Financing
Agreement and this Agreement;

1.1.217 “Bubstantial Completion”
the satisfactory completion, as confirmed by the 1ssue of Substantal Completion
Certficate, of the Works in respect of the Expressway i accordance witl

Construcoion  Performance Sundards and  all  other applicable  srandg
speaificanons referred to or set out in this Agreement 1o such extent as is 1
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permit the safe, reliable, unin terrupted and unobstrucred public use of the Expressway,
notwithstanding that certin Works or things forming part thereof spectfied in the
Incomplete Waorks List are not vet complete. The words “Substantially Completed”,

“Substanually Complete” and other grammatical varatons of the word “Subsrtantal
Completion™ shall be construed accordingly;

L1218 “Substantial Completion Certificate”

the certificate issued or o be issued by the Independent Engincer in the form attached
hereto as SCHEDULE X [FORAL OF SUBSTANTLAL CoMPLETION CERTIFICATE| certifying
that the Works are Substantially Complete;

1.1.219 “Substantial Completion Notice”

shall have the meaning attributed thereto in Section 13, 1.5

1.1.220 “Take-Over Dage™

the date when the Vacant Possession of the Concession Aveq tother than the Pargial
Concession Area) shall he handed over 1o the Concessionaire and the Concessionaire
shall be endtled to exercise irs rights and discharge its obligations set forth in this
Agreement, which shall be the Day immediately following the Appointed Dare;

1.1.221 “Target Equity IRR”
the return on the Equity (Class A Shares) that the Concessionatre shall be entitled 1o

receive from PKIHA in the event of Termination of this Agreement. The Targee Equity
IRR; which shall vary depending on the eause of Termination, shall be as follows:

(a) Non-Political Event: 1.25%:
(b) Politrcal Event: 14.1%;
(€} Indirect Political Event: 10%;
(d) Concessionaire Event of Default: W and
(e} PEKHA Event of Default: 14.1%:
1.1.222 “Taxes™

a0y axes, including, income tax, éxeise duties, customs duties, value added rax, sales tax,
local taxes, geps and My impoet urosipehatge of hke namre (whether federal or
provincial), charged, levied, imposed  or  otherwise payable by PKIIA or the
Concessionaire pursuant to the Applicable Laws, but excluding any interest, penalties and
ather sums in relation therero imposed on any account whatsoever:

1.1.223 “Termination™

carly termination of this Agreement pursuant ro a Termination Notice or otherwise, in
Swpdance with the terms of this Agreement, but shall not, unless the context otk
s, include the expiry of this Agreement due to efflux of time i the nosgd
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