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ANNEX — II
Copy of Bid Security
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BANK GUARANTEE
Guarantee No . RWP/0006/033/2016
Date of lssue . 10-05-2016 (10" May Two
Thousand and Sixteen)
Date of Expiry - 04-01-2017 (04" Jan Two
Thousand and Seventeen)
Name of the Customer : M/s Frontier Works Organization (FWOQ) 509 Kashmir
Road, RA Bazar, Rawalipindi.
Name of Guarantor : Bank AL Habib Ltd, 40/3 Jhanzeb Centre, Bank Road
Rawalpindi Cantt.

© Amount of Guarantee X Rs. 150.000,000/- (Rupees One Hundred Fifty Million Only)
o,

" . The Engr. Barkatullah Project Director Pakhtunkhwa Highways Authority
ot Government of Khyber Pakhtunkhwa Khyvber Road, Peshawar, Pakistan.
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Bid Security for "(Const of Swat Expressway on BOT Basis.

WHEREAS M/s Frontier Works Organization (FW0) 509- Kashmir Road R.A Bazar Rawalpindi
(hereinafter referred to as the Bidder) has submitied his/ its bid dated 13-05-2016 for granting of a
Concession to design, finance, construct, install . erect, commission, develop, manage, operate,
maintain, insure and transfer, at the end of the Concession Period, the Swat Expressway on a Build,
Operate, Transfer basis (hereinafter referred to as the “Rid™), a requirement of which is that the Bidder
<hall submit & bid security in the amount of PKR.150,000,000/-( Rupees One Hundred Fifty
Millions only)

AND WHEREAS to satisfy the aforesaid stated requirement, this Deed of Bid Security Guarantee
hereinafter referred to as the “Guarantee”) '« made on this 10 day of May, 2016 by Bank Al Habib
Limited (name of the bank) a banking company lawfully undertaking business in the Islamic Republic
of Pakistan having its registered office at 40/3 Jahanzeb Centre Bank Road Rawalpindi Canti
(hereinafter referred to as the "Bank™ which expression shall, wherever the context s0 admit, include
its executors, administrators @d-rEUE‘CIESSDrS in interest) in favor of th “Pakhtunkhwa Highwayy
Authority, a statutory bmd}-;csf&h!isﬂlrd' 2001 by Governm of the Pakhttnkhwa (hersinafier rei

to as PKHA"), i 7 ’




‘NOW THEREFORE in consideration of * PKHA accepting the Bank's obligations contained in the
following paragraphs for the due discharge of the Bidder's obligation to provide a Bid Secwrity, THE
BANK, by THIS GUARANTEE AGREES TO THE FOLLOWING:-

1.

h

The Bank hereby undertakes and guarantees that it shall, on the first written demand of RKHA,
without any caveat, demur, protest or contest and without reference or recourse to the Bidder or
any other person, organization or authority, pay PKHA within three (3} working days, in clear
funds, without any deduction or withholding on any account whatsoever, a sum of
Rs. 150,000,000/- (Rupees One Hundred Fifty Million Only).

The obligation of the bank to PKHA to pay the sum specified in paragraph 1 above within the
tinte and in the manner specified therein shall be that of principal debtor in the first instance
without PKHA proceedings against the bidder and notwithstanding any security or other
guaraniee PKHA may have in relation to the bidder’s liabilitics.

Any demand specified in paragraph 1 above, made by PKHA on the bank will be conclusive
and binding between PEKHA and the bank notwithstanding any dispute or difference between
PKHA and the bidder or any dispute pending before any tribunal, arbitrator or any other
judicial, quasi-judicial or other authority. The Bank hereby affirms that it shall pay PKHA the
amount specified in paragraph 1 above within the time and in the manner specified therein
without PKHA needing to prove or show ground or reasons for PKHA's demand. The Bank
further affirms that it shall support and uphold the right of PKHA to make a demand specified
in paragraph 1 above and be paid the sum specified therein, if a dispute relating to the same 1s
raised by the Bidder before any court, tribunal, arbitrator or any other judicial, quasi-judicial or
ather authority.

. The Bank hereby waives, to the fullest extent possible by law, any defense whether or equity

that may be raised to prevent or delay PKHA from making a demand specified paragraph 1
above or being paid the sum specified therein.

PKHA shall be at liberty, without affecting the Bank's obligations to PKHA contained in this
Guaraniee, to postpone for any time or from time to time, the enforcement  of any  rights
accruing to PKHA against the Bank or the Bidder and to enforce the same at any time and in
any manner and to enforce or forbear to enforce any remedies available to PKHA against the
Bank or the Bidder. The Bank accepts that it shall not be released of its obligations to PEHA
contained in this Guarantee by any exercise by PKHA of its liberty in relation to the aforesaid
matters or any of them or by time or other indulgence including the granting of any waiver to
sither the bank or the Bidder or by any variation in this Guarantee or by any other act or
amission whatsoever which, under law or equity, but for this provision would have the effect of
releasing the bank of its obligations under this Guarantee notwithstanding that any such
postponement, forbearance, extension of time or other indulgence, walver, varialion or any
other thing was granted made give happened with out the consents or knowledge of the Bank.

The Bank hereby undertakes not ta revoke this Guarantee during its currency without the prior
written approval of PKHA and agrees that the obligations of the Bank under this Guarantes are
continuous obligations and shall remain in full force and effect and enforceable against the
Bank notwithstanding any change,in the constitution, legal status or Organization of the bank,
the bidder or PKHA until all dues of PKHA under or by virtue of this guaraniee have been paid
by the Bank in full or until PKHA discharges this Guarantee in writing.

The Bank hereby affirms that it has the power and authority under its Memorandum and
Articles of Association and all necessary consents and authorizations, including without
limitation, those required from its board of directors, regulator or other relevant governmental
body, to enter into, execute, deliver and perform the Bank's obligations under this Guarantee in
favor of PEKHA and that the signatory(ies) hereto has/have the capacity and power to sign and

bind the bank to the Bank’s obligations contained herein under(power of Attorney / Board
Fesolution dated :




ntained in paragraphs 1 to 7 above, the bank's liability to PKHA

red to and to shall remain enforce upto and including 10 Day of
be desired by the Bidder.

% MNotwithstanding any thing co
under this guaraniee 15 restric
May 2016 and shall be extended for such period as may

uuuuuuu
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and construed in accordance with the laws of the Islamic

0. The guarantee shall be governed by
Republic of Pakistan.
lawfully authorised representative(s},

IN WITNESS WHEREOF the Bank, through duly and
n the presence of the witnesses

nas executed thie Guarantee on the date first written above |
mentioned below.

FOR AND ON BEHALF OF
BANK AL HABIB LIMITED
40/3 JAHANZEB CENTRE, BANK ROAD

RAWALPINDI CANTT. ;

{,,.f""i'
== o
PN Bilal Hasnain e'/

Javed Ashraf e EREy
Assistant Manager i SRR b Operations Manag
Attorney # : B-960 Wt B Attorney # : §-2225

I-'”":Jr]ar" E’"rf“}’?“‘:"‘“'—;:._-
! Syed Shahid Farooq Bukhari

Chief Manager
PA #: A-258

WITNESS:

: B
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ANNEX — III
A copy of Bidder’s Comments on RFP




COMMENTS ON RFP & DRAFT
CONCESSION AGREEMENT
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Kaimchl ) ydorabad Motorway Project -9 Technical Proposal

O

PRELIMINARY KEY COMMENTS

Construction Subsidy - Any construction subsidy should be funded by PKHA prior fo
Financial Close in an equity account under the lien of the Lenders. Funds from such
account will be utilized pro-rata with the equity of the sponsors and the financing raised
from the Lenders. —

Province Support Agreement - The Government of Khyber Pakhtunkhwa, Finance
Department should be a signatory to the concession agreement/minimum revenue
guarantee agreement/equity funding and utilization agreement and other project
agreements which envisage financial support of the KPK government.

Project Agreements - Depending on the final structure of the transaction, it is likely
that, in addition to the concession agreement, the Parties (along with relevant
departments of the KPK government) will need to enter into various agreements such
as any guarantee agreement/equity funding and utilization agreement/security
agreements. The transaction structure will be finalized in consultation with the

Lenders.

Bid Security - In terms of the RFP, the quantum of the Bid Security is PKR
150,000,000/-, whereas the draft concession agreement states that the same shall be
PKR 200,000,000/-. Conflict needs to be resolved.

Change in control - PKHA's consent for Change of Control needs to be regulated
through an objective criteria.

Change in Law - The concept of Change in Law should be pegged with the date of bid
submission as opposed to the date of signing of the Concession Agreement.

Comparable Expressway and Competing Route - The concept should be extended
to other transport facilities (such as trains etc.). Also, retention of such concept is tied
with the overall transaction structure (particularly, minimum revenue guarantee and its

backstop).

Concession Area - Parameters of Construction Corridor to be set in stone at the
outset and status of land acquisition to be apprised upfront.

Deductible Amounts - Deductible Amounts should only be actual funds standing fo
the credit of the Concessionaire’s bank accounts as of the Termination Date.

Incremental and Consequential Costs - Definition needs to be simplified and
perhaps linked with Compensation Events/Permitted Events.

Permitted Events - Concept of Permitted Events needs to be added, which are events
that will entitte the Concessionaire to an extension of time and/or monetary
compensation (such as PKHA Event of Default, Force Majeure, Relief Event, Change
in Law etc.). Concept to be used throughout the Concession Agreement in relevant
Sections.

— e —

SECTION- 4




Karachi-Hydembad Motorway Project M-0 Technical Proposal

SUBSTANTIAL COMPLETION - The concept should exclude completion of facilities such as
service areas, commercial facilities etc.

FINANCIAL CLOSE - Achievement of Financial Close to be certified by Joint Auditor.

SECTION 3.2.2 - The compensation payable to the Concessionaire in the event of delayed
delivery of land should include any increase in cost (construction and/or operational), loss of
revenue or other adverse financial impact on the Concessionaire as a direct result of PKHA's
defauit.

SECTION 6.2 - CONDITIONS PRECEDENT - The Conditions Precedent of PKHA to be
revisited in light of overall transaction structure (such as construction subsidy, minimum
revenue guarantee etc.).

SECTION 8.2.4 - VARIATION - In case of a Variation, the cost for the variation should be
placed in an escrow account upfront, a mobilization advance of 30% should be released to the
Concessionaire and milestone payments released to the Concessionaire against certification
of milestones by the Quality Assurance Inspector,

SECTION 9.4 - Comment in paragraph 1.16 above is reiterated.

SECTION 13.4 - OPERATIONS BOND - Concept of Operations Bond should be done away
with.

SECTION 14.23 - TEMPORARY TAKE-OVER - Provision to be simplified. Take-over should
only be in cases of emergencies that cannot be managed by the Concessionaire and should
be triggered upon the Concessionaire’s request.

SECTION 15.2 - COMPETING ROUTE - Compensation to be paid on a monthly/quarterly
basis.

SECTION 15.4 - REDUCTION IN TOLL RATES - Compensation to be paid on a
monthly/quarterly basis.

SECTION 17 - FORCE MAJEURE - An allocation of costs provision needs to be added in
Section 17 whereby the Party in which a specific Force Majeure risk vests should be under an
obligation to bear all Incremental and Consequential Costs during and caused by a Force
Majeure Period.

SECTION 18.1 - COMPENSATION EVENTS - To be revisited in light of final transaction
structure.

SECTION 21.6 - COMPENSATION ON TERMINATION - As part of the Termination Payments,
the Concessionaire should also be paid any amounts paid by the Concessionaire/Sponsors
for funding the Debt Due (which has to be discharged by PKHA) after the date the same are
required to be certified in terms of the Concession Agreement.

DISPUTED TERMINATION - To ensure safeguard against wrongful termination of the
Concession Agreement, a mechanism needs to be built in the Concession Agreement
whereby any wrongful termination may be challenged and effective termination of the
Concession Agreement shall be subject to determination of whether such termination was
wrongful or otherwise.

PKHA will provide all types of facilities for taking necessary consent for Borrow Areas

SECTION- 4



ANNEX — 1V

A copy of Bidder’s Statement of Proposed
Technical Changes to the Conforming Scheme




COMNSTRUCTION OF SWAT EXPRESSWAY ON BOT BASTS TECHNICAL PROPOSAL

STATEMENT OF PROPOSED TECHNICAL CHANGES TO THE
CONFORMING SCHEME

It is certified that our bid for “Construction of Swat Expressway on

Build-Operate-transfer (BOT) Basis Project” Conforms to all
requirements of the Request For Proposal (RFP) and there are no

(—‘r- E):.%L
[
Salman Qaisrani

Director BOT

proposed modifications.

SECTION - 1



COMSTRUCTION OF SWAT EXPRESSWAY ON BOT BASRIS TECHNICAL PROPOSAL

STATEMENT OF PROPOSED TECHNICAL CHANGES TO THE
CONFORMING SCHEME

It is certified that our bid for “Construction of Swat Expressway on
Build-Operate-transfer (BOT) Basis Project” Conforms to all requirements
of the Request for Proposal (RFP). Comments on RFP & Draft Concession
Agreement is attached in Annexure 16 I\D (Corament an LT,

Salman Qaisrani
Director BOT

e
- &
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PAKHTUNKHWA HIGHWAYS AUTHORITY
Government of Khyber Pakhtunkhwa

FINANCIAL EVALUATION REPORT

for

Construction of Swat Expressway
Under Public Private Partnership
On Build-Operate-Transfer Basis

June 2016
364, Street # 33, F-11/2
B AL IRAL PAVRON Islamabad, Pakistan
) .j;-w CiAM Phone Office: +92-51-8358951
© . Consulting Engineers, Planning, Designing, Fax Office:  +92-51-8355257

Supervision, Financial & Commercial
Feasibilities, Transaction Advisory Services &

Infrastructure Management
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ACRONYMS

AADT Annual Average Daily Traffic

BOT Build-Operate-Transfer
CAPEX Capital Expenditure
EBIT Earnings Before Interest and Tax

EBITDA  Earnings before Interest, Taxes, Depreciation and Amortization

EOI Expression of Interest

EPC Engineering Procurement Construction
FA Fixed Assets

IDC Interest During Construction

KPK Khyber Pakhtunkhwa

LLCR Loan Life Coverage Ratio

LOI Letter of Invitation

OPEX Operating Expense / Operational Expenditure
PKHA Pakhtunkhwa Highways Authority

PKR Pakistani Rupee

PPP Public Private Partnership

RFP Request for Proposal

SRO Supplementary Regulatory Order
VGF Viability Gap Fund

WACC Weighted Average Cost of Capital

i|Page



FINANCIAL EVALUATION REPORT
CONSTRUCTION OF SWAT EXPRESSWAY ON BOT BASIS
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Financial Evaluation Report of Swat Expressway

FINANCIAL EVALUATION REPORT
CONSTRUCTION OF SWAT EXPRESSWAY ON BOT BASIS

1. PREAMBLE

The Government of Khyber Pakhtunkhwa through Pakhtunkhwa Highways
Authority (PKHA), has planned undertaking the construction of “Swat Expressway”,
an 81 kilometers long, high speed, fenced, 4-lane Expressway (the Project).

The Government of Khyber Pakhtunkhwa has decided that Swat Expressway may,
presently, be constructed as 4-lane (2x2), controlled access facility, with extendable
provision of converting into 6-lanes (3x3) Expressway to cater for future
transportation needs. It was further decided that the project shall be implemented
under Public Private Partnership (PPP) on Build-Operate-Transfer (BOT) basis.

1.1 Site Location

The planned Swat Expressway forms part of trade corridor commencing from
Kernal Sher Khan Interchange at M-1 Motorway and terminating at Chakdara
Intersection at National Highway N-45 (Malakand Agency). The proposed
Expressway will provide alternate route for District Swat, Dir Lower, Dir Upper,
Shangla, Malakand Agency, Bajour Agency and other parts of Malakand region
promoting interconnectivity with developed regions of the country. It will attract
most of the through traffic of Swat, Dir and other upper areas, thus, will reduce
traffic congestions and road accidents on the existing National Highway N-45 that
passes through built-up towns of Rashakai, Mardan, Takhtbai, Shergah, Sakhakot,
Dargai and Batkhela. The proposed alignment, with its start and end points, is
shown in the following map.

CHAKDARA
g °" Chakdara

Interchange
Batkhets \
Padal

interchange

| Dargal

Sakhakot

e Wt K sby
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--------- v
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| Kermal Sher Khan
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Financial Evaluation Report of Swat Expressway

1.2 Procurement Process

Procurement process, for implementing the Project on BOT basis, was initiated by
release of an advertisement in the print media for inviting Expression of Interest
(EQI) from the local as well as international private entrepreneurs. Following
activities have already been completed.

Sl # Activity Date
1 Advertisement for Expression of Interest 19-12-2015
2 Receiving Expression of Interest 21-01-2016
3 Issuance of Request for Proposal 29-03-2016
4 Pre-Bid Conference 15-04-2016
5 Bid Received 30-05-2016
6 Opening of Technical Proposal 30-05-2016
7 Opening of Financial Proposal 08-06-2016

This Financial Evaluation Report incorporates a detailed evaluation of the Financial
Proposal and concludes recommendations towards implementation of the Project.
The report is entirely based upon the information, data, financial model and other
written material provided by PKHA to the transaction advisors in connection with
the procurement process of Swat Expressway Project.

2. FINANCIAL PROPOSAL

2.1 Minimum Financial Information Required in RFP and
Bidder’s Compliance

The minimum financial information the PKHA requires each Bidder to submit in its
Financial Proposal as a mandatory requirement to be considered responsive is:

a. Estimated Total Construction Cost of the Project in a Work Breakdown Structure
(WBS); a breakdown of Project’s capital/construction costs, covering the scope
of work as mentioned Appendix-1 of the RFP.

» The same has been duly provided in the Financial Proposal.

b. Financing Structure:

i. Total amount of loan(s) to finance the Project, as well as its operation and
maintenance; including type, sources, term, grace period, interest and any
other relevant factors.

» The same has been duly incorporated in the Financial Proposal.

ii. The total amount of Bidder's equity to be committed to finance the Project.
(The PKHA requires each Bidder to commit to equity financing a minimum of

2|Page



Financial Evaluation Report of Swat Expressway

thirty percent (30%) of the total Construction cost. Bidders proposing less
than the minimum equity shall be declared non-responsive.)

» The bidder has committed 35% equity amount of project cost (after
deducting VGF amount).

lii.  Cash flow projections during the Concession Period;

» Cash Flow Projections have been duly provided in the Report Section of
Financial Model and the same has been provided as part of the Bid

iv. Minimum amount of subsidy, if any, required by the Bidder from PKHA, in
terms of Net Present Value;

» A minimum amount of Subsidy in terms of Viability Gap Funding has
been demanded in the Financial Proposal:

(&) Subsidy during construction phase in two years: PKR 13.426 Billion

(b) Subsidy during operation phase (3" to 10™ concession year): Total
PKR 14.600 Billion (@ PKR 1.825 Billion/annum)

(c) Total subsidy demanded in first 10 Years: PKR 28.026 Billion,
whose Present Value of minimum amount of Subsidy has been
calculated at PKR 18.839 Billion by the bidder @ 10% discount rate
(Upfront Construction + Operational Subsidy).

a. Maximum amount of PKHA Revenue Share, if any, offered by the bidder.

» The bidder has not allocated any Revenue share for the PKHA during the
whole Concession Period of 25 years.

(d) Financial Model: Detailed Revenue Analysis/Projection, Expenditure
Analysis/Projection, Debt Servicing Analysis, Cash Flows, Return on Investment
Analysis.

» A Detailed Financial Model incorporating all Financial Aspects of the
Project has been provided.

(e) Project Balance Sheet, Project Income Statement and Project Profit & Loss
Statement.

> Projected Balance Sheet, Projected Income Statement and Cash Flows
Statement have been provided in Bid.

(f) Toll Charge computation and traffic computation with rationale; including
minimum base toll rates (as has been provided) and escalations/projections (as
has been provided) in toll rates.

» Toll Charge Computation has been provided in the Financial Bid.

3|Page



Financial Evaluation Report of Swat Expressway

f. PKHA Revenue Share: PKHA Revenue Share, if offered, may clearly be
reflected in the Financial Model.

» Bidder has proposed that No Revenue Sharing shall be offered to PKHA
during the Concession Period.

g. The Bidder’s audited financial statements (Balance Sheet, Income Statement,
and Profit& Loss Statement) for the last 3 years and in case of firm’s bank
statements for the last 3 years.

» Audited Financial Statements have been provided in the Financial Bid
however, latest Financial Statement has not been provided in the Bid.
Financial Statements for Year ended 2014-13, 2013-12 and 2012-11
have been provided. Bidder has also provided Management Information
for 2015, but they have not been considered being non audited financial
statements.

h. Intent(s) of bank(s) / financial institution(s) for project debt financing support.
> Letter of Intents from National Bank of Pakistan, United Bank Limited
and Habib Bank Limited have been attached with the Financial Proposal,
as a proof for required debt financing.
Currency

Bidders were required to express all financial calculations in Pakistan Rupees.

» The Financial bid is provided in the Local Currency, i.e. Pakistan Rupees.

3. ASSUMPTIONS OF FINANCIAL MODEL

Following assumptions have been taken by the Bidder in its Financial Proposal for
preparing Financial Model of the Project.

3.1 Capital Structure

The technical and financial assumptions serve as the drivers for the construction
of financial model. The information contained herein is hard-coded in to the MS
Excel Financial Model to project the output of the financial model through proper
linkages. The objective of review of this sheet is to ensure completeness of key
inputs and correctness of linkages to their direct outputs.

The financial model and the financial bid under review relates to the Bid submitted
to Pakhtunkhwa Highways Authority (PKHA) for undertaking Construction of
Swat Expressway, 81 Kilometres, 4-Lane divided Expressway (the Project) on
a limited recourse basis under Public Private Partnership (PPP) on Build-Operate-
Transfer (BOT) basis.

The construction of Swat Expressway is proposed to be funded through a mix of
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Equity, Debt and a Viability Gap Funding (VGF) from the Khyber-Pakhtunkhwa
Government. However, the Debt Equity Mix of the project has been assumed at
35% Equity and 65% Debt after subtracting the VGF amount.

The Capital Expenditure (CAPEX) shall be sponsored by Equity, Debt and VGF
drawdowns during the two (2) year project’s Construction period. The terms of
Debt include tenor of ten (10) years with two (2) years grace period to be repaid
semi-annually @ 10% - 13.50% (6-month KIBOR with 3% Base Spread). The

table given below portrays the capital structure proposed for the project.

Capital Structure

Debt:Equity Mix Percentage
Debt 65%
Equity 35%

100% (64% of Total Project Cost)

Total (Rs

Capital Structure with Upfront VGF | %age Year 1 Year 2 Billion)
Debt 42% 9.165 7.043 16.208
Equity 22% 4.935 3.792 8.727
PKHA Upfront Const. Subsidy 35% 7.592 5.834 13.426
Toll During Construction 1% 0.075 0.462 0.537
Total Project Cost 100% 38.898

A graphical presentation of the Financing sources perceived by the bidder to

finance the project is presented below:

Capital Structure

PKHA Subsidy,
35%

Toll During

Construction, 1%

H Debt M Equity PKHA Upfront Const. Subsidy

B Toll During Construction
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3.2 CAPEX Assumptions

This sheet comprises of two parts. First part depicts the Engineering, Procurement
and Construction (EPC) costs including:

e Earthwork and Allied Activities

e Sub-base and Base

e Surface courses and Pavement

e Major Structures

e Minor Structures

e Tunnel Works

e Drainage Works

e Ancillary Works

e Electrical Works

e Allied Facilities

¢ Intelligent Transport System

e O&M Equipment

e General Items

e Horticultural Activities
The above mentioned Bill of Quantities comprise major portion of the Project Cost.
Among this the Earth work and Allied Activities, Sub-base, Surface courses and
Pavements, Structures and Tunnel works cover major portion of the Project Cost.
Non-EPC costs have been computed by allocating percentages to total
engineering procurement and construction costs. Design, Management &
Consultancy, Contingencies, and Construction Cost Escalation for two (2) years
are the items covered under Non-EPC costs. Miscellaneous expenses pertain to
company expenses which are to be incorporated for development of project
including insurance cost, SPVC cost and Upfront financing fees. Construction
Cost Escalation for first phase has been charged @ 6% on 50% Cost of Civil
Works i.e. PKR 15,688 Million for first year. In the second phase, Construction

Cost Escalation rate of 6% has been compounded to reach 12% on remaining
Project Cost of PKR 15,688 Million.
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Construction Cost
Earth Work and Allied Activities PKR 6,849,780,914
Sub-Base and Base Course PKR 4,046,403,684
Surface courses and Pavement PKR 2,259,819,107
Major Structures PKR 3,000,772,656
Minor Structures PKR 728,092,500
Tunnel Works PKR 6,755,000,000
Drainage Works PKR 254,813,819
Ancillary Works PKR 2,367,470,578
Electrical Works PKR 331,515,425
Allied Facilities PKR 2,332,657,984
Intelligent Transport System PKR 530,138,190
O & M Equipment PKR 759,763,800
General Items PKR 580,344,254
Horticultural Activities PKR 580,344,254
Cost of Civil Works PKR 31,376,917,166
Add: Escalation PKR 2,880,400,996
Add: Contingencies PKR 941,307,515
Total Construction Cost PKR 35,198,625,677
Non-EPC Costs
Design, Management & Consultancy % 3 941,307,515
Contingencies % 3 941,307,515
Construction Cost Escalation for 2 years % 6 2,880,400,996
Miscellaneous expenses
SPVC Cost PKR PKR 180,000,000
Insurance % 1 351,986,257
Upfront Financing Fee % 2 347,000,000

3.3 Income Statement Assumptions

Income statement assumptions comprised of Revenue, OPEX, Periodic Overlays,
Depreciation, Weighted Average Cost of Capital (WACC), and Tax assumptions.

3.3.1 Revenue Assumptions

In order to compute the total revenue for Swat Expressway, bidder has based its
estimations on the following factors:

o Traffic growth rates
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o Toll Rates

o Toll Escalation

o Collection losses

° Service Area Revenues

o Other Revenues

For traffic growth rates assumption, concession period is divided in to two phases
on the basis of operational years in terms of type of vehicles and growth rates. Toll
rates per vehicle per kilometer used in these calculations are derived from the RFP
Document of PKHA. Total length of Swat Expressway is taken as 81 kilometers
and divided into four (04) lanes and their lengths in kilometers. Service Area
revenues and other income has been assumed at 2% and 1% of toll revenue
respectively. Table appended below provides for the growth rate assumptions and
division of road into 6 phases and the length in kilometers in each phase between
respective interchanges. An amount to the tune of PKR 181,259 Million has been
recorded as Gross Revenue for the whole period, i.e. 25 years of the Project by the
bidder. However, Total Net Revenue of the Project estimated by the bidder comes
to PKR 177,739 Million.

Traffic Growth Assumptions
Type of Vehicle Phase-1 Phase-2
(Year1to 7) (Year 8 to 25)
Car/Jeep/Taxi 5% 2%
Wagon 5% 2%
Coaster 5% 2%
Buses 5% 2%
Trucks 5% 2%
Articulated trucks 5% 2%
Interchange Distances for Revenue
Kernel Sher Khan — Dobian KM 9.70
Dobian — Mardan-Swabi KM 8.80
Mardan-Swabi — Bakhshalay KM 9.75
Bakhshalay — Katlang KM 22.00
Katlang — Plai KM 10.75
Palai — Chakdara KM 20.00
Total Length of the Road: KM 81.00

Sectional tolling assumption depicts that revenue generation will start from certain
phases of expressway which will be completed in 2017 and 2018, the second
year of construction. It has been assumed that construction of Expressway
stretching between Kernel Sher Khan — Dobian, and Dobian — Mardan—-Swabi
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interchanges shall be able to generate revenues for 6 months in later half of 2017.
Whereas, road stretching from Mardan—Swabi — Bakhshalay and Katlang — Palai
interchanges shall be able to generate tolling revenues for 12 months in 2018.
Expressway stretching from Bakhshalay — Katlang and Katlang — Palai
interchanges will generate revenue from July, 2018. However, Palai to Chakdara
interchange shall be able to generate tolling revenues during the operational
period i.e. starting from January, 2019.

Sectional Completion
Kernel Sher Khan — Dobian w.e.f | 01-07-2017
Dobian — Mardan-Swabi w.e.f | 01-07-2017
Mardan-Swabi — Bakhshalay w.e.f | 01-01-2018
Katlang — Plai w.e.f | 01-01-2018
Bakhshalay — Katlang w.e.f | 01-07-2018
Palai — Chakdara w.e.f | 01-01-2019

Three phases have been used for recognizing traffic growth. First phase,
comprised of seven years (07) starting from January, 2017 to December, 2023
during which traffic growth rate at 5% per annum has been assumed. Second
phase started from January, 2024 till June, 2041 wherein traffic growth rate at 2%
has been employed. A growth rate of 5% has again been used for the last six (6)
months of the Concession Agreement. Periodic growth rates of 0.41% has been
used i.e. Monthly basis during the first two years of construction followed by 2.47%
Semi-Annual basis for next five years has been used. From the year 2024, traffic
growth rate at 1% on a Semi-Annual basis has been applied till first half of the year
2041. For the second half of 2041, 2.47% traffic growth rate has been applied.

Following table has been generated from the financial model which exhibits the
average annual daily traffic (AADT) for the Swat Expressway (the Project)
estimated by the bidder over the complete Currency of the Project i.e. Construction
and Operations period both included. The traffic numbers from the start to end
point and between interchanges has been estimated on monthly, semiannually and
annual basis.

Years AADT Years AADT Years AADT
2017 17,028 2025 23,912 2033 28,016
2018 17,879 2026 24,390 2034 28,577
2019 18,773 2027 24,878 2035 29,148
2020 19,712 2028 25,375 2036 29,731
2021 20,697 2029 25,883 2037 30,326
2022 21,732 2030 26,400 2038 30,932
2023 22,819 2031 26,928 2039 31,551
2024 23,443 2032 27,467 2040 32,182

2041 33,066
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A graphic representation of the trend in traffic during the whole currency of the
project is placed below for the consumption of PKHA.

20,697
A 21,732
22,819
23,443
23,912

v 19,712

24,390

¥ 24,878

AADT

25,883

25,375
v 26,400

d 27,467

28,016

’\‘b%%'\/’\z”f)b“ob’\‘b"}%%\/’b”)

N QY 2
,\/0 ,\/Q ,"Q ,1'0 ’LQ q,Q ,1/0 ,»0 ,»0 ,»0

3.3.2 Toll Rates

NN

N

v

PN G RPN REPAC- MR DR RRC R R )
,LQ,\,Q,LQ,»Q%Q,»Q,»O,»Q,\/Q,\/QWQ Q” Q" O

28,577
29,148
29,731
\ 30,326
“| 30,932
A 31,551
v 32,182
33,066

)
\
1

b“')‘o’\‘b%bpv'\/

v

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: Car/Jeep/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 SPVC 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 hy 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 Mobilization 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
50% 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

Net 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 % 7.0%
Market premium % 6.0%
Beta % 0.05
Cost of Equity % 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

X 100
Revenue
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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:

LLCR = Net Present Value of Cash flow Available 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 = Net Present Value of Cash flow Available 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%
6%
6%
5%
4% 5%
3%
3%
2%
1%

0% T
2011 2012 2013

= Return on Total Assets

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 1.75
. 1.58
1.43
1.5]
1.4 151 15 T31
1.0}
0.5/
0.0 ' 3 i
2011 2012 2013 2014
= Quick Ratio Current Ratio

Liquidity 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
liabilities.
60%-
50% |
40%

30%:|

20%-
18%
10%:|

0%- T - -
2011 2012 2013 2014
== Cash to Current liabilities

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

25.0%-
20.0%
15.0%
10.0%

5.0%|

0.0%-

2011 2012 2013 2014

—— Long term liabilities to equity Ratio

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 vehicles 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 IDC, 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 Debit.
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

4.4% for Buildings

Furniture and Fixtures at 7.7%

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

® oo o

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 Evaluation 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

23| Page



Financial Evaluation Report of Swat Expressway

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.

8.

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.

a.

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. It needs to 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
to 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. It needs to 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 to be justified / 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 to 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 %2 years
for Expressway and 02 years for tunnel). This anomaly needs to 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,
S0 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 to 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.

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

b. 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.

c. 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.

*kkk kKK Kk kk*k*k
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_ ' . and pre-qualified several of these parties on the basis of their expression g
\?EPCO RET wus circulated to these pre-gualified parties including te Sponsar;

175437

=4 ] CONCESSION AGREEMENT

This CONCESSION AGREEMENT (this “Agreement”) is entered into ar Peshawar, Pakistan on this
7 Dy of Ociober, 2016 {the “Effective Date™) by and hetween;
PAKHTUNEHWA HIGHW AVYS AUTHORITY, 3 statmtary body corporate established rursuant ta the
NWFP Ordinance, with its Place of business at Khyber Road, Peshawar, Pakistan {("PRHA" which

expression shall include, whete the CONEXL 50 permits, its sUCCessOTs-in-intersst apd Petinilted
asslgis) OGP THE FIRsT Pa HT;

AND

SWAT EXPHESSWAY FLANMING CONSTRUCTION AND OPERATIONS (PRIVATE) LIMITED, a
privare limited cownpany, duly incorporated, tegistered and existing under the Applicahle Tasws wirhy

165 prodctieead rf MY, kb Road, R A Bazar, Rawadpinuh,  Iakistan {the

cant, wiinch expression shall mclude, where the context so petinits, its successors-in
Iterest imud permitted assigns) OF THE (ITHER DA

PEHA and the Concessionaire are heteipafter also individually refetred to us 2 “Party” and
collectively as the “Partes™,

RECITALS:

NCTIER A S:

A, PRIIA intends to undertake and implement the Project:
B, TPrior to execulion of this Apreement, PEKHA;
(i determined that the Projecr was suitable for ptivale sector patticipation thraugh the

BOT made;
(ii) determined that an enrity would be compettively seleeted fo undertake the Project;

()  prepared the selection criteria and bidding docnments required to eomipetitively
procure the services of an entity to undertake the Project; and

W) prepared, in respect of the Project, request for propusals (the “REP”) for
d thigsemination;

PICHA theteafter caused the prbilicaton in Fakistani newipapess of peneral citenlation, on
December 19, 2015, inviting interested parties to sulbnit their respective Cxprgss)
mterest for die Project;

In respomse tu the advertisement, PKHA received expression of interest fro
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COMCESSION AGR EEMENT OF SWAT EXPRESSWAY

In respanse to the RFP, the Sponsor also submitted irs technical and financial proposal
to underinke the Project on BOT basis on May 30, 2016 (the “Proposal™),

PRITA 1ssued ta the Sponsor a letter of invitaton b&::a.riﬂgg number 4216/50-PIJ 1A duted

June 28, 2016

After fulfilling the requirements of due process, PRIIA issued a letter of support to the
Sponsor bearing reference number 1357 50/PKHA dawed July 25, 2016 1o support the
ellores of the Spunsor to seek the award of the Project and implement it thereatier and
for furtherance of the process leading to the negonation and finalization of this
Apreement;

Thereafter, PRITA issued g letrer of award to the Sponsor bear ng number
dared __

The Sponsor duly pramoted and mncorporated the Cencessionaire as g private linuied
company to enter into this Agreement, undertake the Praject and fulfill and perform the
obligations and exercise the tights under this Agrcement: and

PIKHA and the Concessionaire have now agreed ro implemenr the Project subjeet o and
in accordance with the terms and conditons of this Agreement.

Now, THEREFORE, in consideration of the inurual promises and agreements of the Partjos
herein expressed and for other good and valuable consideration (the receipt and sulliciency of

which are hereby acknowledged) the Parties hereby covenant and agree as tollows:
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DEFINITIONS AND INTERPRETATION

L.1.2

1.1.5

DETINITIONS

Whenever used in thus Agreement or in the Recials, the following terms shall have the
meaning ascribed to them as follows:

“Abandonment”

1n the opinion of the Independent Engineer, the tollowing: by virtue of the withdrawal of
all, or substantially all, personnel by the Concessionaire from (he Concession Area (2)
duting the Construction Period, the failuze of the Concessionaire to carry out the Works
ot the falure of the Concessionaire to undertake such other marcrial obligatons the
failure to undertake which amounts tooa hMateria) Breach, for ar least uim‘r}' (90}
consceutive Days; or () during the Operations Period, the failure of the Concessionaire
to undertake such materia] abligations the failure to undertake which amounis o 2
Material Breach for at least ninety (0) consecutive Days, save where, in cach case, such
tatlure 1s caused by a Permirted Exenr;

“Acceprable Contractor”

1 Contractor that has no derogatory record that would tdversely reflect on its capa bility
to undertake the Works in accardance with the Construction Performance Standards or
perform the Services, and that has not been blacklisted by the GoKPK or PKILA nor
been found to deliver unsatisfactory quality of work or unsatisfactory performance of irs
obligaions due o fault or negligence, upon verification of irs perfornance in am
OugoINE or past povernment or prvate project in which the Contractor 15 01 was
mvolved;

“Accounting Year”

the financial year commencing from the 1" Day of July of any Year and chding on the
30" Day of June of the aext Year:

“"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 case inay be, required for the
construction or improvement of the Works or o meet the requirements of the Approved
Detailed Design or 2 Vadatgan, such land to he procured by PKHA, at its own effars
free from any Lncumbrance, and togrether with the Anellary Rights, either ar its own
cost and expense, or that of the Concessionaire, as the case may be, pursuant to Secuon
B Wraject Ipplesentation Programme and enign) and upon procurement, such additional L
shall form part of the Concession Area;

“Administrative Office”
an office bullding 1o be built by the Concessionaire for the aperaton, management and

maintenance of the Expressway, which office building shall be built at such
the Concession Area set out in the Approved Detailed Design:
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1.1.6

117

1.9

1.1.10

I 12

CONCESSION AGRIZEMENT OF SWAT DX PRESSWaAY

“Affected Party”
the Party claiming 1o be affected by a Force Majeure Fvent
“Affiliate”

a Person that controls or is controlled by the Sponsor. As used in this definition, the
expression “control” means with respect to a Person that s a corporation, the
ownership, direatly or indircetly, of more than Gifty percent (50%) of the voling shares of
such Person, and with respect to a Person which IS not a corporatan, the power to direct
the management and policies of sueh Petson, whether by operauon of law or by contract
or otheraee;

'-I-Agcn133
the agent of the Financiers under the l-'inﬂnring Apreements;
“Agreement”

this councession agreement, mmcluding, the Schedules to this concession agreement, and
meludes any amendment hereto or hereof executed by the authonzed signatorics of the
Parties after the Effective Date:

“Ancillary Facilities”

any facilines and installadons. cluding, hotels, restaurants, fuel stations, warchouses,
truck terminals and other commercial and non-commercial {acilities which the
Concessionaire may erecr, mstall, develop or muke available ar the Corcession Area
pursuant 1o the terms of this Agreement;

“Ancillary Rights”

the riphts of passage over, and of access to and egress, from the Concession Area, right
of way, eascinents, licenses and all ather PEEMIssIONs necessary to grant full access to and
cgress, from the Concession Area and all such other ancillary rights as may rease by b
required for undertaking the Project ar any part thereaf:

“Appointed Date”

subject 1o the terms of this Agreement, the date on which Financial Close is achieved by
the Coneessionaire in accordance with Secticn 10 [Fémerices for the Project],

“Approval”

all authotizatons, consents, cleazances, exemprions, registrations, permits and approvals
from or with PKHA under or pursuant to the Applicable Laws or the terms of this
Apreement, that are required to be given and muinmined for the purposcs of
implementing the Project in accordance with the terms of this Agreement including the
prior written agreement of PKIIA or the PKITA Representative t a proposed action by
the Concessionaire, which shall not be withheld, condidoned or delayed unreasagablv:
provided, that in each of the above instances, PKHA shall be abliped
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1.1.14

L1415

1.1.16

5 B

1.1.18

1.1.19

1.1.20

Approval 10 the extent the Concessionaire has complied wirh all prucedural and
substanove requirements for (he procureiment of such Approval, if any. The words
“Approve”, “Approved” and other grammatieal variations of the word “Approval” shall
be conetrued accordingly. A non-exhaustive list of the Approvals is set out in
SCHEDULE A [ AFPROT AL S AND CON SENTS)

“Approved Detailed Design™

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

“Arbitration Act”

the Pakistani Arbirration Act, 1940 and shall include madifieations to or any re-
nactment thereol as in force from time 1o tmc;

“BOT*
build, operate and trans rer;
“Balance PKHA Funding Amount”

the amount equal o PKR 5,300,000,000/ - (Pakistani Rupees Five Billion and Five
Hundred Million onlyl, to be funded by PKIHA to the Concessionaire to fund the
Esumated Project Cost, in accordance with the terms of this Agreement and the BFL
Agreement;

“Balance PKHA Funding Amount Financial Instrument”

shall have the meaning attributed therero in Section 19,2.1(a);

“Balance PKHA Funding Amount Financial Instrument Expiry Date”
shall have the meaning attributed thereto in Section 19.2.5¢h);

“Balance PKHA Funding Amount Financial Insttument Issuing Bank”

any of the Financiers or a scheduled bank having a long-term credit rating of at least ‘AA°
as fated by JCR VIS or PACRA in Pakistan; provided, that such bank 15 not controlled by
2 Provincial Government and/or Federal Government. For the purposes af thiy
definition, a scheduled bank shall he construed as being controlled by a Provineial
Government and/or Federsl Government if the Provincial Government and/or Federal
Government: (a) owns, directly or indirectly, legally or beneficially, mote than lulf of the
issued share capital of the seheduled bank; or (b} has the power, dirccthy or indirectly,
twhether by way of ownership of shares, proxy, conreact, agency ur atherwise) to: (i) cast
or conrrol casting of more than 51% of the maximum number of votes that might be
cust at 2 peneral meedng of such scheduled bank: or 1) appoint or remove all, or the
majority, of the directors or other equivalent officers of such schec
able to direer the management and policies of thar scheduled hank;

uled bank: or (i) is
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1.1.21

1122

1.1.23

1124

1:1.85

1.1:27

I B

1.1:29

“Balance PKHA Funding Amount Funding Date”
Seplember 301, 2017

“Balance Termination Payment Amount”

shall have the meaning atnibuted therero 1n Section 21.6.4(b);
“Base Case Lquiry IRR”

the post tax nternal rate of return (expressed as percentage) on the Equity of Clags A
Shares, as expressly set our in the Financial Model;

“Buse Funding Amount”

collecrively the sum of:

{a) the PICHA Fuading Amounr; and
(b the Sponsor Ianding Amount;
“Base Toll Rate”

the per kilometre Toll rates to be levied for vehicular usape of the Expressway on rhe
Service Conunencement Date, based on the Toll Structure set out 1 Part 1T of
SCHEDULE B [Tor 1. § TRUCTURE];

“Bid Security”

the bid sceurity of Rupees Two Hundred Million (PKR 200,000,000/ furnished by the
Sponsor to PKHA in accordance with the REP, which shall be kept valid until such time
that it is replaced by the Financial Close Bond,

“Building Line”

the line notified or 10 he notified under the Applicable Laws, berween which and the
ROW 1t is unlawtul to carty out any form of construction or excavation except in
compliance with the Applicable Laws;

“Business Day”

any Dar on which banks are legally permitied to be open in Pakistan for the transaciion
nf business and remirtances:

“Change in Law”
shall have the meaning arributed therero iy section 20 [Change jo [ an;

“Change in Contral”
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1.3

1.1.32

1.1.34

1.1.35

(a) the aggregare sharcholding of the Sponsor and/or its Affiliates in the
Concesstonaire becoming less than fifty percent [30%) plus one (1) Class A
Share;

(b) the Sponsor and/or its Affiliates losing its/their right, directly or indircetly, 10

eXercise voting rights in respect of fifty percent (50%:) plus one (1) Class A
Shares in the Concessionaire; or

{c) the Sponsor and/or its Affiliates losing the power (to the extent prescribed by
the Applicable Laws) ta dircer the management, pohcies and deeisions, 1n each
cazge, of the Concessionaire;

“Class A Share(s)”

the share capital issued 1o the sharcholders of the Concessionaize (excluding PRIIA)
from ume 1o tme and shall be the mair recipient of Base Case Eqp ity IRR in accordance
with this Agreement. Moreover, these shares shall be recipients of the Tesnination
Pavmene,

“Class B Equity Subscription Account™

the non-checking bank account to be established by the Concessionaire and notified 1o
PKHA in wating, in which PICHA shall fund the PKHA Funding Amount:

“Class B Share(s)”

the share capital issued 1o PKHA (in case the PKHA Funding Amount {or any pazt
thereof) is funded as equity pursuant to EFU Agreement) which shall nor 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 Activitics Agreements”

collectively, refers to the lease or licence agreements or other contractual arrangements
which the Concessionaire may enter o with third pastics in respect of the Ancillary
Facilides, the Expressway Service Areas, booths, advertising or other commercial
acdvitics or spaces within the Concession Area and/or the LExpressway Service Areas or
on the identified wreas of the Concession Area and/or the Expressway Service Arcas,
including, agreements which the Concessionaire may enter into with third parnes with
respect to sales to be made or services to be rendered therein;

“Commissioning”

the commnmssioning of the Expressway Section, any Section added to the Expressway
Section vr the Expressway, as the case may be, in accordance wirh the procedures set om
in SCHEDULE C [CoMussioNiNG PROCEDURES., The words “Lommission”
“Commissioned™ and other grammancal variations of the ward “Curn;njssiunmgf‘ shall
be construed accordingly;
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1.1.36

147

1.1.38

1.1.39

1.1.40

1.1.41

1.1.42

1.1.45

CONCESSION AGR ECMENT OF SWAT EXPRESIWAY

“Commissioning Notice”

cach of the noafications issued by the Concessionaire in accordance with Sections 1411
to 14.1.3 that the Expressway Secnon, any Section added ro the Expressway Seetion or
the Expressway, as the case ay be, may be commussioned in accordance with the
cominissioning procedures set out in SCHEDULE C [ConmursionING ProcED! IKE;
“Comparable Road”

a divided four (4) or more lanes controlled access Lixpressway the quality and level of
service whereof s at least equivalent to the IE Expressway;

“Compensation Event”
shull have the meaning attnibuted thereto in Section 182.1.1:
19 -, N
Cnmpcimg Route
any existing road mate rially rmpi-m ed whereby it becomes 2 Comparable Road or a newly
constructed Comparable Road, which is 3o ma terially improved or constructed by or on

behall of PIKHA or a4 Public Secror Enoty during the Concession Period and is in
competition sith the Dxpressway in respect of the trathie plving on the Ex spresswav;

“Completion Certificate”

the ceroficate to be issued by the Independent Engincer in the form atrached herero as
SCHEDULE D [FORM OF COMPLETION CERTIT WATE], cernfying the completion and
Commissioning of the Works in accordance with the terms of this Agrecment;
“Compliance Representation”

shall have the meaning attributed thereto in Section 12, 13.2;

“Concession”

the concession pranted to the Concessionaire by PIKHA pursuinl to Secton 7.1 of this
Agrecment;

“Concession Area”

the land made available by PKILA ro the Concessionaite on which the Project shall be
underiaken and includes the ROW and the land required for the Administrative Office as
maore particularly deseribed in SCHEDULE K [CONCESSION ARE1 AND ROWY as well as
the Additonal Land and any ather land subsequently acquired by PKHA and made par
of the Concession Aren in accordance with the rerms of this Agrecinent;

“Concession Period”

shall have the meaning attribuced thereto in Section 7 -2, and shall be a periad of] n.]L
slended otherwise in accordance with the terms of this Agreement, twenty {iy
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1.1.45

1.1.46

1147

1.149

1.1.50

1.1.52

= - CONCESSION AGREEMENT OF SWAT EXPRESSWAY

years commencing from the Effective Date, and ending on the Expiry Date (or the
Termination Dare, if earlier);

“Concessionaire”

SWAT EXPRESSWAY PLANNING CONSTRUCTION AND OPIR VIIONS (PRIVATEY Listrrn;
“Concessionaire Event of Default”

shall have the meaning attributed thereto in Section 21.2.1;

“Concessionaire Representative”

the representative of the Concessionaire appointed from time to time by the
{oncessionaire pursuant to Secion 3.2;

“Concessionaire’s Intellectual Property”

the Inteilectual Property of the Concessionaire;
“Conditions Precedent”

shall have the meaning aunbuted thereto in Section 6.2:
“Conditions Precedent Certificate”

shall have the meaning atributed thereto in Section 6.3.3:

o

“Confidential Information™

the terms of this Agreement and all information of a Party including information relating
to technology, processes, products, specifications, know-how, expertse, inventions or
designs used or developed by such Party, trade secrets and information of a commercially
sensiuve nature, marketing informanon and such informadon that is specified by such
Party as confidential or that by its nature a reasonable Person would consider
confidential. Confidential Informaton does not include information that {a) at the time
of the first disclosure 1o or observation 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
from any other source; provided, that it was not acquired direcdy or indirectly from a
Party in violation of an obligation of confidentiality pursuant to this Agreement;

“Consents”

all authorizations, consents, clearances, exempuons, registrations, permits and approvals
from or with any Public Scctor Lntity, other than PKI IA, under or pursuant to the
Applicable Laws or the terms of this Agreement, rhat are required to be obtained and
maintained for the purposes of implementing the Project in accordance with the Lerms of
this Agreement. A non-exhaustve list of Consents is ser out in SCHED
[-APPROLALS AND CONSENTS]:

Page 9 of 300



155

L1555

1.1.56

1.1.58

1.1.5%

1.1.60

1.1.61

5 CONCESSION AGRE EMENT QF SWAT EXPRESSWAY

“Construction Contractor”

the Accepmable Contractor, with whotn the Concessionaire has, or mav enter inro, the
EPC Contract or other form of contract(s) for purposes of undertaking any or all af the
Waorks;

“Construction Costs™

the projected construction costs of the Works, including cost of conungencies and
csealatons, as provided in SCHEDULE F [Esmineai i PROpECT Costl;

“Construetivn Petformance Bond”

the bond to be submimed o assigned by the Concessionaire to PKHA pursuanr o
Section 12.2.1, in the form and content ae provided in SCHEDULE G [I'oky oF
CONSTRUCTION PERFORMANCE BOND;

“Construction Petformance Standards”

the standazds and specifications which have been agreed (o between the Partics for the
implementation of the Warks, as more particuladly set out in SchenuLe H
[CONSTRUCTION PERFORMANCE STA NDARDS];

“Construction Period”

the penod required for undertaking  the Works, commencing  on  the Works
Commencement Date and having a durmtion of twenty four (24) Moaths or such
extended duration as may be determined pursuant to the temms of this Agreement;

“Contractor™

the Construction Contractor, the O&M Contractor and any Acceptable Contracror with
whom the Concessionaire has, or may enter Into, any agreement/contract for purposes
ob undertaking any or all of the Works, or pertorming anv or all of the Services:

“Court”

any cowrt of competent jurisdicton;
“Day”

a day according 1o the Gregorian calendar:
“Deductible Amounts™

to the extent it is a positive amount, the aggregate, as at the Reguired Termination

Payment Date, of:

(a) all credic balances in the bank accounts of the Concessionaire (including any
insuraiice proceeds fsave where such credit balances are 1o be paid

and/or to be applied in rehabilitation, rectification and/or reinstatc g
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