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using information contained in this Framework, and in no event shall be liable for any damages
resulting from reliance on or use of the information stated therein.
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ACRONYMS

A–B
ADF
ADSCR
AfDB

African Development Fund
Annual Debt Service Coverage Ratio
African Development Bank

BCR

Benefit Cost Ratio

BOI

Bank of Industry

BOO

Build-Own-Operate

BOT

Build-Operate-Transfer

C–D
CAC
DBFM
DBFOM
DBO
DSCR

Corporate Affairs Commission
Design-Build-Finance-Maintain
Design-Build-Finance-Operate-Maintain
Design-Build-Operate
Debt Service Coverage Ratio

E–I
ECOWAS
EIRR

Economic Internal Rate of Return

ENPV

Economic Net Present Value

EOI
ExCo
EZ

Expression of Interest
Executive Council
Economic Zone

FIRR

Financial Internal Rate of Return

ICRC

Infrastructure Concession Regulatory Commission

IEZ
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Economic Community of West African States
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Integrated Economic Zone

K–M
KIIFS

Kwara Infrastructure Investment & Financing
Strategy

KP3 Bureau Kwara State Public Private Partnership Bureau
KWSG Kwara State Government
LLCR Loan Life Debt Service Cover Ratio
MDAs Ministries, Departments & Agencies

N–P
NEPAD New Partnership for Africa's Development
NGF Northern Governors' Forum
NIPC Nigerian Investment Promotion Council
NPV Net Present Value
O&M Operation & Maintenance
PPIAF Public-Private Infrastructure Advisory Facility
PPP Public Private Partnership
PSC Public Sector Comparator

R–V
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RFP

Request for Proposal

RFQ

Request for Qualification

RoE

Return on Equity

RoI

Return on Interest

SEZ

Special Economic Zone

SIP

Strategic Infrastructure Partnership

SPV

Special Purpose Vehicle

TIB

The Infrastructure Bank

TOR

Terms of Reference

VfM

Value for Money
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INTRODUCTION
To date, like most other State Governments in the federation, the Kwara State Government
(KWSG) has procured infrastructure assets and delivered public services through the traditional
method in which the state was entirely responsible for the design, financing, construction,
operation and maintenance of these assets and their associated services. Local and global
empirical evidence have irrefutably shown the opportunity costs of this method.
KWSG’s Executive Council approved the utilization of non-traditional methods for infrastructure
procurement and service provision in March 2013 which resulted in the establishment of the
Kwara State PPP Office. To further anchor the expected gains from non-traditional procurement,
the KP3 Bureau Law was signed into effect by the Executive Governor in June 2015.
The main drivers for this new approach to asset and service delivery are:
1. TANGIBLE RESULTS: Widespread positive results that national and subnational entities have recorded in areas of service provision, timely delivery
of infrastructure, and monetary savings, especially at a time of increasing
demands competing for scarce resources.
2. BUDGETARY FLEXIBILITY: Financial constraints hinder the multitude of
social, economic, and environmental programs that this administration
considers absolutely necessary for its wealth creation and human capital
development agenda.
Ultimately, the non-traditional method – PUBLIC PRIVATE PARTNERSHIPS (PPPS) wherein the
private sector’s competitive advantage in cost-effective asset and service delivery and
management are maximized – is expected to result in:
1. SOCIAL PROJECTS: alternative means to deliver public goods i.e.
infrastructure assets and services in education, health, recreation, etc.; and
2. QUASI-SOCIAL PROJECTS: bankable projects for infrastructure assets and
services

in

sectors

such

as

power,

water,

waste

management,

transportation, etc.
3. ECONOMIC PROJECTS: utilization of KWSG’s assets service provision in
tourism, recreation, commerce (market development) sectors; and
conversion of fallow commercial assets for increased revenue generation.
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KIIFS (KWARA INFRASTRUCTURE INVESTMENT & FINANCING STRATEGY)
KIIFS is a thorough state-wide and sector-wide assessment of the infrastructure stock in terms
of availability and ability to deliver consistent levels of quality services to attain and sustain the
desired quality of life and development the KWSG seeks.

Insufficient infrastructure creates an invisible ceiling
that impedes growth. The infrastructure gap is of 2
major kinds:
i.

Basic Infrastructure that supports a
holistic quality of life; and

ii.

Strategic Infrastructure required to
transform the bases of wealth and enhance
the factors of productivity in our Society.

N255
BILLION

This is the estimated value of the total deficit. For the KWSG, these
represent obstacles to the fulfilment of our obligations under the Shared
Prosperity Program.

Of this total deficit, the target for PHASE 1 (2016 – 2019) IS AN ESTIMATED N60 BILLION, focusing
on the delivery of these infrastructure and services deemed to be of ‘HIGH NEED/HIGH URGENCY’.
Others are those projects that represent LOW HANGING OPPORTUNITIES that can increase the
State’s Internally Generated Revenue.
Deducing Phase 1 (2016 – 2019) Projects was attained through the following process:

1. MDAs enumerated High Need/High Urgency
projects;

‘HIGH NEED/HIGH URGENCY’ MEANS:

 Evident lack as a result

2. KP3 Bureau assessed investment

of the asset or services

requirements vis-à-vis depth and scale of
proposed impact;
3.

KP3 Bureau

matched likely funding sources



Not addressing the
foundational gap would

to projects based on given need/urgency

adversely impact or deter

profile;

attainment of other

4. Final approval by Executive Governor
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developmental goals.

The role of PPPs in addressing this gap is as clear as it is inevitable!
Macroeconomic conditions at the State and National levels make it unlikely for debt of this value
to be accessible for project implementation. Also, the comparative costs of capital may make it
costly in the long run. Aside from financing, the current lack is also attributable to lack of
technical expertise in the management of the assets and availability of the services.
Consequently, from various facets – financial, economic, service and developmental – PPPs have
a role in closing the gap in a significant way for a significant foreseeable future term.
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PRIORITY PPP SECTORS
Agricultural Development
Agricultural Logistics Management
(Grain warehousing, Distribution systems)

Cargo Terminal
Connectivity/Broadband
(high-speed backbone, local/rural distribution, data
warehousing)

Cultural & Historical Development
Drinking Water
Health-related
(Diagnostic Centres, Clinics, Mortuaries)

Industrial Clusters
(e.g. Agribusiness Corridor, Industrial Parks)

Irrigation

(River dredging, Borehole sinking, Mechanized systems)

Laboratories
(Soil, Plant & Water Analysis, Seed & Fertilizer Development)

Library and Educational Facilities
Power Generation
(including Bio-fuel, Hydro-electric, Solar and Wind)

Tourism
(Community public attractions, Convention & Trade centres)

Integrated Transit
(Rail, Bus & Ferry and related systems)

Wastewater Collection & Treatment Facility
(including waste to power)
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PPP PROGRAM OBJECTIVES
The KWSG aims to achieve the following in the pursuit of the assets and services found to be
lacking and important as a result of the KIIFS exercise:
i.

Encourage the best of private sector expertise and innovation through
assurance of a competitive and transparent process.

ii.
iii.

Leverage private funds and pool them for public resources.
Achieve better value for the State’s investments through efficiency and
innovation.

iv.

Spread financing over asset’s operational lifecycle rather than
immediate large reductions in cash flow.

v.

Optimal risk sharing between public and private parties for viability and
operational sustainability.

vi.

Cut hidden costs of inefficiency by forcing a holistic and life-cycle view
of infrastructure – construction, operation/service delivery and on-going
maintenance.

vii.

Expected economic impacts include:
-

Gender-equitable Employment Generation,

-

Export Development,

-

Local & Foreign Direct Investments,

-

Industrial Resurgence and Technology Transfer,

-

Development of complementary industries, and

-

Demand-driven Labour market transformation

These objectives are critical to initial project prioritization and conceptualization; and the
preliminary vetting of potential projects and bidders’ proposals in the wide array of sectors
deemed critical to the State’s growth and development (see above).

9

KWARA PPP PROGRAM FRAMEWORK

PPP LAW & GUIDING PRINCIPLES
General principles anchoring the Law and Framework for the State’s PPP Program are:
i.

Optimal Design: Optimal value for money depends on effective design of
projects through the thorough adherence to the PPP lifecycle.

ii.

Transparency: Openness, fairness and accountability in the design and
execution of bidding process based on the consistent application of the
bid evaluation criteria.

iii.

Equal Access: Non-discrimination (regarding procurement and provision
of services) in all respects – tribe, religion or gender.

4.1:

KP3 BUREAU LAW

The Kwara State Public Private Partnership Bureau Law of 2015is explicit as to the powers of
the Bureau and its operations; as well as the acceptable manners in which to execute PPPs and
related concessions. It therefore serves as the anchor of the State’s entire PPP program. The
Law:
i.

Provides the supporting LEGAL FRAMEWORK under which infrastructure
assets and services can be delivered under the unconventional
methodology that PPPs require; and

ii.

Establishes the KP3 BUREAU as the sole entity responsible to drive the PPP
program and its expected outcomes.

4.2:

KWARA PPP FRAMEWORK

This Framework is a collection of guiding principles and key structural elements for the
successful delivery of infrastructure assets and services. The document has been created with a
focus on the foundations of a sound PPP framework that is flexible and forward-looking, and
support the State’s evolving needs.
i.

IDENTIFICATION: Shows the methodology to identify ideal PPP projects
and the typical lifecycle in implementing them;

ii.

DESIGN: Demonstrates the various PPP categories that may be used as
the starting point for designing the deal structures and mechanisms,
including minimum features that will anchor project viability; and
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iii.

EXECUTION & MONITORING: Details the processes for partner selection,
ideal roles of parties, and project execution and monitoring as per
agreed upon minimum asset and service quality expectations.

The KP3 BUREAU is empowered to represent the KWSG in all matters related to PPPs.
Determination of ideal projects for PPP procurement style and selection of ideal
partners will be executed with the utmost transparency, fairness and efficacy to
ensure a mutually beneficially outcome for the people of Kwara State and the private
partners.

4.3:

PRINCIPLES OF RESPONSIBLE INVESTMENTS

The KP3 Bureau’s 6 PRINCIPLES OF ENVIRONMENTAL, SOCIAL & GOVERNANCE (ESG)-BASED
RESPONSIBLE INVESTING are the final set of non-technical criteria that each selected partner must
demonstrate at every step of the bidding process.
Every party that is signatory to any PPP agreement automatically guarantees to conduct itself in
accordance with these principles and thereby agrees for its ongoing performance assessment to
also be along the criteria the principles imply.

GENERAL NOTE:
Given that PPPs are a form of public procurement, they are subject to the
principles of public procurement outlined in other relevant acts and legislation
at the State and National levels. These laws may complement the KP 3 Bureau
Law and Framework, or take precedence, depending on the particular law or
clause.
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PPPS FOR KWARA
Part 1. PPP DEFINITION
Part 2. PROJECT ELIGIBILITY
Part 3.

SOLICITED & UNSOLICITED PROJECTS

Part 4. PARTNER ELIGIBILITY
Part 5. ACCEPTABLE KWSG CONTRIBUTIONS
Part 6. ROLE OF KP3 BUREAU
Part 7. ROLE OF OTHER KWSG PARTIES
Part 8. EXTERNAL PROJECT ADVISERS
Part 9. PPP PROGRAM EVALUATION

12

KWARA PPP PROGRAM FRAMEWORK

PPP DEFINITION
PPP is a partnership between the KWSG and an appropriate private sector partner in which the
private party engages in aspects of the provision and operation of new infrastructure assets OR
the operation and maintenance of existing infrastructure, thereby providing a public service
that the KWSG was previously directly responsible for.
Some basic tenets that ensure a successful PPP project are:
Project specifications that focus on the end result – delivery of
facilities or services at specified standards – rather than the inputs or
means of delivery
Revenues based on the delivery of facilities or services consistent
with performance standards that are clearly defined in the PPP
contract
User charges that subject to relevant regulations as well as
accurate estimations of current and future willingness and ability to
pay, with price ceilings and floors be specified in contract
Managing the need for credit enhancements (e.g. subsidies, bank
or sovereign guarantees, etc.) through appropriate risk allocation and
financing
KWSG always as a minority equity and/or debt contributor – not
exceeding 30% of the total equity or 10% of the total debt
Efficient risk identification and allocation should be clearly
documented in the contract, and designed to deliver the best value for
money from the project
Full, continuous, inclusive, participatory and responsive
stakeholder engagement throughout the project development
process
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PROJECT ELIGIBILITY
ELIGIBILITY
Generally, these are the characteristics of ELIGIBLE PPPs:



Medium to long-term agreement



Involves more than simple construction
and/procurement of assets



Private partner provides or contributes to the provision
of the public asset and/or service



Private partner revenue stream depends on the
availability and quality of service



Revenue stream may be from, KWSG, User
charges/tariffs, Combination of the above



Private partner takes on part or all of financial, demand
and operational risks at least



There are clear service benchmarks to anchor
performance assurance



New infrastructure – ownership revert to KWSG at the
end of the contract term



Existing infrastructure – private partner may be
required to invest in upgrades; ownership revert to
KWSG at the end of the contract term

INELIGIBILITY
Generally, these are the characteristics of INELIGIBLE PPPs:



KWSG is a financial
partner AND
continues to bear
operational and
financial risks, which
are more
appropriately borne
by the private party.
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Ownership of
the
infrastructure
asset, existing
or new, is
transferred to
the private
sector after the
agreement
term.
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It is expected
that the KWSG
would take up
ownership of
this asset only
after having
paid the private
partner.



Private partner
requires KWSG
intervention in
a manner
alluding
working
capital, labour,
land assistance,
etc.

SOLICITED & UNSOLICITED PROJECTS
SOLICITED PROJECTS
These are projects that have been identified in Step 1: Project Identification & Categorization
of the PPP Project Lifecycle (Part 2, Volume 3) below.
If a project is not explicitly on the list above, but fits into any of the sectors listed in PPP
Priority Sectors (Volume 1, Part 3), it may also be considered a solicited project. Consideration
of projects in this latter scenario as ‘solicited’ will be particularly dependent on how well they fit
into the current thinking of project delivery for the sectors i.e. it must not be materially
different.
Sole Sourcing
Even when a project is identified and therefore technically solicited, it is possible that the
competitive feature of a bidding process (availability of competing bids) may not be pursued.
Though not entirely ideal, cases where Single Sourcing may be pursued include:
 Where the project is of:


short duration (1 to 3 years), and



small value (N10 Million – N50 Million), or equivalent
value of a foreign currency at prevailing rate

 The project is of especially high urgency given:


natural disaster (Act of God),



high migration or internal displacement, or



part of a larger national security or defence response

 There is only one possible source of the services due to the
specialized skill set the provider, intellectual property or
technology, patented processes, or otherwise
 Where there have been repeated unsuccessful efforts to implement
a competitive process, but there is one party willing to undertake
the project on the same terms that failed to attract competition.
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UNSOLICITED PROJECTS
An unsolicited project is one that is neither requested by the KP3 Bureau through an
advertised call in the public domain nor on the list of identified PPP projects. This means
that the project proposal has been sent solely by the initiative of the Private Partner or
Consortium.
Receipt & Initial Review
In order to properly establish the fitness of the unsolicited project to the KWSG’s strategic
developmental objectives, and to be sure that the offer is in our interest, the proposed project
will be subject to the following checks:


Evidence of having gone through the PPP Project Lifecycle (see Volume _
below) for the project’s development.



The project involves a new concept or technology and is NOT already listed
in the roster of priority projects identified by the government. This means
that the project is not simply another version of the indentified projects or
the project pipeline; it is entirely new.



The project DOES NOT REQUIRE government guarantee, subsidy, or equity.



Assessment of the KWSG’s technical, fiscal and regulatory capacity to
contribute to the delivery and management of the project.



Readiness for the project to be submitted to a price test or “Swiss
challenge” from competitors (see explanations below).



Acceptance of the project and partner/consortium by the State’s Executive
Council.

For more details on assessment criteria the project sponsors and the project will be subject to,
please request for the document titled “PROJECT & APPLICANT BRIEF FOR UNSOLICITED PROJECTS”
from the KP3 Bureau, or visit www.kwarappp.gov.ng.
Swiss Challenge
This is a process in which the KP3 Bureau, upon the project successfully meeting the criteria
detailed above, opens a bidding process and invites third parties (not affiliated with the
originating proposal in any way) to match or exceed the current offer. The bidding timeframe
(i.e. number of days to offer counter-bids) may be shorter than normal, not to exceed 60 days.
The originating proposal will be given bonus points as recompense for their innovation.
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NOTE ON OUR PPP PHILOSOPHY:
As with all bidding processes, potential respondents will be provided pertinent
information to help them understand the KWSG’s needs and features of a
successfully implemented project.
This is to reiterate our commitment to uphold the originator’s
proprietary information and utmost confidentiality. Nothing considered
pertinent to the originator’s innovation will be disclosed. This will be
detailed in a NDA agreed to by both the originator and the KP 3 Bureau.

If however, a lower-priced and/or higher positive impact bid is received, the originating
proposal will be handled in of two ways:
Scenario 1.

If the bonus points are not a material reason for the originating bid’s higher
score compared to the counter bids, the originating proponent will be awarded
the contract, subject to an agreement to KWSG’s terms.

Scenario 2.

If the bonus points are the only reason the originating bid has received a
higher score than the best counter-bid,


Originating bidder will be given 30 days to match it and win the contract. If
this is unsuccessful, then originating proponent will be paid an agreed
upon sum for introducing the project to the KWSG.



If after 30 days, the originating bid is found competitive then the
originating proponent will be awarded the contract.

Scenario 3.

If the bonus points given to the originating bid still do not place the bid
score higher than the best counter-bid,


The originating bid will be disregarded entirely.



The originating proponent will be paid an agreed upon sum for
introducing the project to the KWSG, although it will be up to significantly
less than may been in Scenario 2. The best counter bidder will be awarded
the contract.

If despite the bidding process, material issues with the overall deal structure persist, the project
will be shelved, with the possibility of being pursued at a future date. At that time, the KWSG
will still ensure that the proposed project differs materially from the originating unsolicited
proposal to sustain its confidentiality, but reflect the KWSG’s lessons learned from the initial
bidding process.
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PARTNER ELIGIBILITY
PRIVATE (LOCAL & FOREIGN) PARTNERS
KWSG is only able to engage with private sector partners of a certain character owing to the
reality that the State and all the apparatus of administration are accountable to the citizenry.
Therefore, only private partners (local and international) of the following specified character
are eligible:
4.1.1 Character
i.

Duly registered with the Corporate Affairs Commission (CAC), or
a similar organization in its host country, and able to immediately
provide proof

ii.

Have no history of fraudulent behaviour locally and globally,
including tax and other related financial matters

iii.

Have no history of environmentally and socially unacceptable
activities that endanger indigenous groups and their
environment

iv.

Have a well-established community development portfolio
that indicates a history of holistic approach to contribution
development efforts

v.

Have unqualified audited financials from a reputable firm
over its last 5 fiscal years (or for entire existence if less than 5
years)

vi.

Consistent high performance and favourable ratings (for
publicly traded companies)

For potential partner consortia all parties to the group must each meet these
character criteria for the total group’s success.

4.1.2 Acumen
i.

Understand PPPs, and their technical, financial, and operational
implications that make them differ from traditional procurement

ii.

Identify responsibilities of the private sector vis-à-vis the
KWSG’s in the PPP model(s) proposed
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iii.

Identify opportunities and propose innovative solutions that
can meet the KWSG’s needs

iv.

Identify sources and models of cost-effective financing that
can sustain project viability beyond the pay-back period, into the
asset’s lifecycle

v.

Design and implement effective stakeholder engagement
sessions that will sustain buy-in

vi.

Manage the project to consistently meet agreed performance
requirements

4.1.3 Note on Single Private Partner Delivery
In a situation where a sole (i.e. not a consortium or well known large company with subsidiaries
in the PPP value chain that will be part of the project delivery team) has expressed interest in a
PPP project, the following MUST additionally be determined:
i.

How many years of experience (technical and PPP) does the
company have?

ii.

Has the private partner previously undertaken projects of this
scale alone? What were the outcomes of the endeavour(s)?

iii.

Does the company’s balance sheet demonstrate sufficient
capacity?

iv.
v.

What other large projects are the company engaged in?
What is the current Debt/Equity position? What will it be with
the inclusion of the KWSG project?

vi.

Is the project primarily a leverage for the company’s profile
or is the company legitimately willing to and capable of
delivering the asset and/or services?
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PUBLIC, TRANS-BORDER AND TRANSNATIONAL/MULTILATERAL ENTITIES
It will be the responsibility of the KP3 Bureau and other MDAs directly involved in the
procurement of the specific infrastructure to seek opportunities for project delivery. The
following are examples of categories and specific organizations that may be the first point of call
given their alignment with KWSG’s developmental goals.
4.2.1 Border States
In the future, joint efforts with Niger, Kogi, Oyo, Osun and Ekiti States may become a reality to
address common infrastructure (and sustained wealth creation) needs in a manner that
maximizes economies scale and scope. These may include but are not limited to energy,
industrial parks or economic zones.
4.2.2 Northern States
As a member of the Northern geo-political zone, integration may be pursued for the
achievement of economies of scale owing to similar demographic realities and the opportunities
they present. A critical focus is the development of agriculture value chains, both in terms of
agronomy and the necessary complementary services to sustain the industry.
4.2.3 Infrastructure Concession Regulatory Commission (ICRC)
The ICRC’s partnership would be valuable for support in advisory, capacity building, and
partnership for projects. Thus, for projects that are larger in scope and value than the State can
handle alone, projects that impact federal assets, or those in which the KWSG intends to attract
large international/institutional investors, the ICRC’s implicit and explicit participation would
be sought.
Necessarily, the Federal Government of Nigeria and its affiliates are also credible partners with
which collaboration on aspects of the value chain will also be sought. They include Bank of
Industry (BOI), The Infrastructure Bank (TIB), Nigerian Investment Promotion Council (NIPC),
and the various Line Ministries whose projects may align with ours.
4.2.4 Border Country
Partnering with the Republic of Benin will be subject to regulations of Economic Community of
West African States (ECOWAS), as well as both the Nigerian and Beninois laws and regulations
that are relevant to the particular venture.
4.2.5 African Regional Organizations
Under the New Partnership for Africa's Development (NEPAD) and with the increasing role of
the African Development Bank (AfDB) Group, opportunities exist for capacity building, partial
20
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risk insurance and guarantees, and supplementary financing to increase the attractiveness of
PPP projects to the private sector.
4.2.6 Foreign Institutions/Agencies/Donors:
Aligning with the strategic focus of these organizations – in project sector(s), expected
outcomes, and procurement processes – offers several opportunities for collaboration, with
regards to capacity building, project development, project delivery (networks of technical
partners and funding). KWSG is especially poised to offer a platform of mutual benefit with
these organizations given our social and economic development drivers, and the strength of our
legal, regulatory, and operational frameworks.
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ACCEPTABLE KWSG CONTRIBUTIONS
The following is a guideline outlining acceptable contributions the KWSG may make to increase
the attractiveness of the projects and in so doing attain favourable outcomes at every step of the
project development process, until the final asset delivery and operation for service availability:
i.

Government payments to the private party, where required, will
be based on the delivery of facilities or services consistent
with performance standards that are clearly defined in the PPP
contract.

ii.

KWSG may contribute financially at a minority level (equity,
debt, in-kind, enhancement guarantees, and subsidies) where it is
believed such will increase the value for money of the project.

iii.

KWSG may provide land or existing assets to an SPV or the
project company in terms of lease, concession or equity.

iv.

Where land is to be acquired by the project company, KWSG may
support this process by providing appropriate rights of way at
a discounted value or as equity.

v.

Grouping elements or geographically dispersed assets to
increase bankability.

vi.

Off-site infrastructure and facilities as an incentive for private
funding of on-site infrastructure and facilities.

vii.

Assembly of land parcels with secure title and development
rights.

viii.
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ROLE OF KP3 BUREAU
The KP3 Bureau was created by law:
i.

To be the KWSG entity responsible for developing and supporting
delivery of an infrastructure strategy for the entire State.

ii.

To ensure a stable pipeline of projects through the approval of KWSGeligible PPPs.

iii.

To be the focal point for infrastructure investors and industry.

iv.

To develop strategies that will successfully tackle cross-cutting policy
issues.

v.

To help ensure value for money for KWSG investments in a fiscally
constrained environment through appropriate allocation of resources,
risks, rewards and responsibilities between the State and private sector
partners.

vi.

To spearhead a comprehensive process in which the best of private
sector expertise and innovation can be leveraged through competitive
and transparent procedures.

vii.

To be the KWSG representative that negotiates on behalf of the
citizenry for enhanced public benefits through optimizing use of the
asset and services to achieve clearly articulated outcomes.

viii.

To provide information and guidance amounting to advisory support
to the State’s Executive Management and its MDAs.

ROLE & ACTIVITIES


Lead on PPP and broader infrastructure delivery policy



Develop and/or amend procurement laws that allow for
maximizing economies of scale across the departments that are

POLICY

relevant to a particular project or group of projects


Develop and/or amend concession laws to increase
attractiveness to private partners
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Develop cross-cutting solutions
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Plan, develop and implement a strategy for KWSG
infrastructure

STRATEGY



Ensure approvals are processed efficiently for delivery of major
projects/programmes



Ensure communication across stakeholders



Act as a one-stop-shop for potential partners



Ensure a steady pipeline of quality projects through
identification and business case development



Advise MDAs on spending priorities

PRIORITISATION &



Design guidelines that will be used in assessing PPP projects

IMPLEMENTATION



Review all eligibility criteria for effectiveness



Update the Framework as required



Internal review of the PPP processes/projects/program on biannual basis, and as required by His Excellency



Assess options to attract additional capital to finance KWSG
infrastructure

FINANCE



Assess fiscal impact and manage contingent liabilities,
consequently recommending terms as presented or modifying
them


MONITORING &
SCRUTINY

Lead public communications and supervise the entire bidding
process as it pertains to all PPP projects



Manage project planning, procurement and implementation



Direct and manage the work of transaction consultants and
approve milestone payments

CAPACITY BUILDING
& ADVISORY



Support to all MDAs for PPP initiatives



Act as project advisor providing hands-on technical assistance
from inception to completion



Render support to MDAs by drawing upon best practices; and
recommend MDAs’ projects for approval

MARKET
LEADERSHIP
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Government’s focal point for infrastructure investors,
developers and operators
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ROLE OF OTHER KWSG PARTIES
STATE’S EXECUTIVE

LINE MINISTRIES,

MANAGEMENT TEAM

DEPARTMENTS & AGENCIES

STATE’S LEGAL

(EXCO)

(MDAS)

REPRESENTATIVES
State’s Ministry of Justice,

Executive Council (ExCo):
Executive Governor and heads
of each KWSG Ministry

Asset owning and/or service
providing entities

Attorney General, Special
Assistant on Legal Matters,
Kwara State House of
Assembly, External Counsel



Political leadership



Priority and policy
direction setting



Strategic development
and support through ease
of accessibility to funds







Process review and
amendment for efficiency
in infrastructure delivery
and service provision
Supervisory role in
ensuring compliance with
State laws and
regulations



First step of identifying
infrastructure needs
aligned with KWSG’s
investment and program




First prioritisation of
sectors’ projects

Ensure that all legal
requirements are met
during procurement and
service delivery
processes



Participate in inception
phase functions

Review policies for
alignment



Contribute to contract
drafting, especially on the
severability, waiver of
immunity, notices, other
waivers and governing
laws



Provide assistance with
dispute resolution
between KWSG and
private partners either on
matters concerning
service delivery, or
treatment of indigenes
and culturally relevant
items



Develop a legal
framework especially
regarding dispute
resolution between
vendors to a project and
between the State and
any particular vendor(s)



Retain project ownership
of specified projects
(where applicable)



Potentially manage and
administer concession
agreement for the project
duration (where
approved)

Approve projects
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Assist in project
monitoring – service
delivery, operations and
maintenance as per
contracts with private
partners

EXTERNAL PROJECT ADVISES
Until such a time as the KP3 Bureau has the capacity to carry out the entire PPP Lifecycle for
every project in the project pipeline, at a consistent standard as per international best practice,
external consultants will be required to manage those aspects of the Lifecycle for which there
are gaps. There may also be situations in which external expertise may be required on an ad-hoc
advisory basis for specific matters. Consequently, there will be a roster of preferred companies
to whom project management will be outsourced.

ROLE
Generally, the consultants will be an extension of the KP3 Bureau, fulfilling activities as required,
towards the successful management of individual projects that make up the KWSG PPP project
pipeline. The requirements will vary by task and intensity focusing on:


Development of a project pipeline and business cases as
required to populate the pipeline



Structuring the PPP tender that delivers best value for money,
and developing pre-qualifying criteria of the PPP provider and
preparation of the PPP tender documents



Evaluating the tender proposals to select the best provider for
the PPP contract



Preparing the final PPP contract document after the preferred
bidder has been selected



Monitoring the progress and performance of the private
provider’s work; and



Contributing to the KP3 Bureau and Auditor General’s
assessments of the program

There will be a general Terms of Reference (TOR) detailing overarching responsibilities and
obligations in collaboration with the KP3 Bureau.
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SELECTION PROCESS & CRITERIA
The process for selecting these PPP specialists will be managed by a panel comprising of the KP3
Bureau, Attorney General, Auditor General, and another suitable to be determined by the
Executive Governor based on expertise and familiarity with PPP procurement. The process will
be as follows:


Open call through all available media;



Direct invitation to Consultants known to the ICRC and other
public PPP bodies



Review by Panel



Negotiation of terms



Sign Terms of Reference with selected companies

Generally, content of the Sample Selection Process & Criteria – Consultants be utilized in the
assessment of each candidate. Other criteria may be included. At the minimum, the selected
consultants must score 75% overall.

COMMENCEMENT OF ENGAGEMENT:
The TOR will address the Consultants’ responsibilities in assisting the KP3 Bureau throughout
the project lifecycle will include:
i.
ii.

Negotiations and contracting;
On-going contract management and monitoring, focusing on data
collection and analysis during monitoring, keeping track of
payment adjustments during contract and causes (if any); and

iii.
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Ex post evaluation and comparison with other PPP projects.
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PPP PROGRAM EVALUATION
There will be a 2-part evaluation of the KP3 Bureau’s management of the PPP program:
Part 1: Internal Review

Part 2: External Audit by

by the KP3 Bureau and

an External Auditor

State’s Auditor General

appointed by the State’s
ExCo

Part 1: Internal Review
Annually, an internal review will be carried out as follows
Step 1:

Step 2:

KP3 Bureau will conduct a review of:


Value for Money (VfM) for projects carried out in the preceding period,



Audit of the project development and procurement process, and



Utilization of the resources expended in the administration of the program.

Office of the Auditor General (or an appointed external consultant) will carry
out its own VfM and process audits to ascertain the following:


That the resources invested in the PPP program are achieving the stated
aim of improving the effectiveness of investment in infrastructure assets at
a State-wide level,



That the intentions regarding the “economy, efficiency and effectiveness”
of service delivery to the populace are being met,



That the processes are followed as prescribed in the framework and are
still relevant, and



That the activities of the PPP Unit, including resource expenditure, match
the performance records.

Part 2: External Audit
ExCo will appoint an External Auditor that will audit the processes and financial matters
pertaining to the overall procurement through PPPs, and the State’s MDAs who have a part in it.
The processes to be audited include, but are not limited to:
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Value for Money (VfM) decision making



Project relevance, prioritization and Private partner selection



Appointment and appropriateness of Consultant



Dispute resolution and Appeals processes

KWARA PPP PROGRAM FRAMEWORK

VOLUME 3:

PPP PROJECT LIFECYCLE
Part 1. OVERVIEW
Part 2. STEP-BY-STEP DESCRIPTION
Step 1:
Step 2:
Step 3:
Step 4:
Step 5:
Step 6:
Step 7:
Step 8:
Step 9:
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Project Identification & Categorization
Initial Exploration (Needs &Scope)
Final Selection & Determination of PPP Model
Business Case Development
Further Studies
Development of Project Execution Documentation
Bidding Process
Financial Closure & Project Implementation
Contract Monitoring & Management

KWARA PPP PROGRAM FRAMEWORK

OVERVIEW
It is of utmost importance that each step of the PPP Project Lifecycle be duly carried out to

STEP 4

STEP 3

STEP 7
STEP 8

STEP 2

STEP 5

Outcome:
Revised Full Business
Case

Outcome: Outline of Need,
Viability & General Deal
Structure

FINAL SELECTION &
DETERMINATION OF PPP
MODEL

FURTHER STUDIES

Outcome: Selection of
Preferred PPP Model(s)

BUSINESS CASE
DEVELOPMENT

BIDDING PROCESS
Outcome: Successful
selection of private
partner(s)

Outcome: Finalized Bid &
Evaluation Documents

See Identified PPP Sectors
& Projects

INITIAL EXPLORATION

DEVELOPMENT OF
PROJECT EXECUTION
DOCUMENTATION

FINANCIAL CLOSE &
PROJECT
IMPLEMENTATION
Outcome: 2013 – 2015
Project Shortlist

STEP 9

PROJECT
IDENTIFICATION &
CATEGORIZATION

STEP 6

STEP 1

increase the likelihood of overall project and program success.

Outcome:
Full Business Case

CONTRACT MONITORING
& MANAGEMENT
Outcome: Ongoing review
of project implementation
and operation

Given that the national PPP context is still at its developmental stage, combined with the high
urgency with which some of our PPP projects will need to be delivered (for human and strategic
needs), it is possible for some of these steps to be combined or collapsed into one another.
NOTE ON OUR PPP PHILOSOPHY:
Where aspects of the Project Lifecycle are combined or collapsed into one
another, UNDER NO CIRCUMSTANCE WILL ANY ASSESSMENT CRITERIA BE IGNORED.
Rather an ACCUMULATION OF SOME OR ALL OF THE ASSESSMENT CRITERIA FOR EACH OF
THE COMBINED/COLLAPSED STEPS WILL BE UTILIZED AND APPLIED.
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STEP-BY-STEP DESCRIPTION
STEP 1: PROJECT IDENTIFICATION & CATEGORIZATION
Having identified the State’s infrastructure stock gap and the variety of assets and services that
will close it, a pre-selection criteria was applied to categorize the projects into those that would
ideally be procured as PPPs and those that should be procured traditionally.
NOTE ON OUR PPP PHILOSOPHY:
The Executive Council has taken the stance that all projects above a certain
threshold will automatically be executed as PPPs. This threshold is a
combination of VALUE, COMPLEXITY (i.e. scope and technical expertise), and
STRATEGIC HUMAN DEVELOPMENT NECESSITY.

There are 4 broad categories of PPPs and the projects identified have been allocated to a
preferred category based on the likely procurement methodology through which to deliver and
utilize the assets for their associated services.

AVAILABILITY-BASED
PPPS

USER-PAY PPPS
UTILIZATION by feepaying users is source
investment payback,
implying demand risk
allocation to the
private partner
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AVAILABILITY of asset
and services to agreed
minimum level
regardless of
utilization, implying
KWSG makes
payments as/when/to
extent agreed upon;
and demand risk
allocation to KWSG
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BLENDED PPPS
Implies more
balanced DEMAND
RISK SHARING to
encourage asset and
service availability
where an above
minimum level of
utilization is expected

STRAIGHT
CONCESSIONS
Concession of fallow
commercial assets for
utilization at a fee
payable by private
partner, with NO RISK
SHARING OR RECOURSE

to KWSG for demand,
operational or any
type of financial risks

The final outcome is the following categorization of projects earmarked for PPP execution for
the 2016 – 2019 period.

USER-PAY PPPS

SOLID WASTE &
WASTEWATER
MANAGEMENT
ILORIN CENTRAL
MOSQUE & CULTURE
CENTRE
FLOWER GARDEN
MULTIPURPOSE PARK

AGRICULTURE
IRRIGATION

AVAILABILITY-BASED
PPPS

BLENDED PPPS

STRAIGHT
CONCESSIONS

HOSTELS

IPP (INDEPENDENT
POWER PLANT)

CARGO TERMINAL

MORTUARIES

(rural, semi-urban &
urban)

Streetlights
URBAN WATER
WORKS
RURAL & SEMIURBAN WATER
WORKS

LOW & M ID INCOME
HOUSING

MSME M INERAL
PROCESSING
INDUSTRIAL PARKS
DEVELOPMENT
BROADBAND
CONNECTIVITY
SPECIALIZED SME
CLUSTERS

COMMERCIAL ASSETS
CONVERSION
(major city centres
nation-wide)

OWU FALLS
LARGE SCALE SOLID
MINERALS
PROCESSING
KWARA SMART
DISTRICT

INTEGRATED
LOGISTICS

Rationale for why each project has been thusly categorized will be included in each of the
project development documents as each project becomes part of the pipeline. These projects
will now be taken through the remainder of the Lifecycle steps.
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STEP 2: INITIAL EXPLORATION
This step is also referred to in other terms: Pre-feasibility Stage or Preliminary Viability
Study or Determination of Outline Business Case. It will typically be carried out by the KP3
Bureau and form the foundational elements of expectations and success criteria (which at
minimum will represent the reversal of the current issues that need to be addressed).
The expected outcomes of this step are:
i.
ii.

Explicit identification of KWSG’s strategic objectives;
Indication of coverage/catchment area including pertinent
demographic considerations;

iii.

Technical elements (design and otherwise), technology options, land
requirement and/or availability, delivery deadlines/timelines;

iv.

Preliminary financial considerations such as forecast revenues,
sources of financing, forecast financial returns, indicative
requirements for public financial support;

v.

Nature of the minimum expected benefits, including but not limited to:


Timeliness of delivery,



Employment generation,



Poverty alleviation,



Service availability and/or delivery levels,



Minimum asset life, and



Environmental impact.

These outcomes are in broad terms, and will differ for project in different sectors or as a result
of complexity and sophistication of needs.
NOTE ON OUR PPP PHILOSOPHY:
the determination of these factors are not intended to, and therefore should not
limit the innovations and other features the private sector MUST bring to bear
for each project. KWSG will not rush to determine the best solution or limit the
time (and resources) required to provide a great solution; we encourage
UTMOST DIVERSITY OF THOUGHT

as a means TO ENSURE SERVICE DELIVERY so long as

they are SUSTAINABLE and VIABLE.
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STEP 3: FINAL SELECTION & DETERMINATION OF PPP MODEL
Conclusion of the pre-feasibility stage resulted in some general criteria and other
considerations of what a successfully delivered project might be. All these factors are then
assessed in isolation and in combination with one another, with the expectation of:


Determining (or narrowing down) the likely PPP model to be pursued – or at
least critical deal features; and consequently



Finally confirming the project’s selection for PPP delivery.

Acceptable PPP Models
The main purpose of this step is to pick the preferred PPP model(s). The following are
acceptable models as per our PPP policy.
NOTE ON OUR PPP PHILOSOPHY:
Based on our history of asset and service procurement – directly as Government and through
past attempts at engaging private sector – we have determined that the minimum requirement
for a project to be considered a PPP is appropriateness for PRIVATE SECTOR TO CONTRIBUTE
FINANCE, PROVIDE SERVICES AND/OR MAINTAIN THE ASSET FOR A SIGNIFICANT PORTION OF ITS LIFECYCLE.

Only the deal structures in green are considered as Acceptable PPP Models. They coincide with
the eligibility and ineligibility criteria spelled out in Project Eligibility (Volume 2, Part 2).
KWSG – ELIGIBLE PPPS
Risk Transfer & Private Sector Involvement

PRIVATIZATION
Operational Risk
Transferred to
Private Sector

NOT KWSG ELIGIBLE

CONCESSION

DESIGN – BUILD – FINANCE – MAINTAIN – OPERATE
KWSG-ELIGIBLE

DEAL
 PPP
STRUCTURES

DESIGN – BUILD – FINANCE – MAINTAIN

BUILD – FINANCE

OPERATION & MAINTENANCE

No Risk Transfer to
Private Sector

DESIGN - BUILD

No Private Sector
Technical Role

NOT KWSG ELIGIBLE
Private Sector
Involvement

Any permutations of these green structures are also permissible. Glossary of Eligible PPP Deal
Structures (Volume 6) provides definitions of these models and other acceptable types.
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Note on Large or Complex Projects
Projects that combine multiple categories, thereby achieving several aims that advance the
human and capital development goals of the State, are encouraged, although complex to
implement and therefore require special attention in order to avoid cost over-runs and overall
costliness. Greater emphasis, care and scrutiny are placed on each of the 11 stages of developing
such projects. They include Enterprise Zones (EZ), Special Economic/Trade Zones (SEZ),
Integrated Economic Zone (IEZ), all of which are vehicles through which specialized and
consolidated efforts are made to increased economic (typically industrial) activities.
Any of the KWSG-eligible PPPs can be combined to form IEZs or SEZs. Individual projects of a
significant scope which also involve several infrastructure assets over significant period of time
may also be treated at IEZs or SEZs. Examples of such projects are the development and
operationalization of Agric Malls, Agri-business Corridor, Industrial Park, Alternative Energy
Generation, and Truck Plaza.
Potential Models for Large PPP Deals
Typical PPP deal structures are still relevant. However, in project development, the
appropriateness of alternative models should also be considered. Acceptable models
include the following and may be considered as hybrids of the conventional models as
they may contain one or more of them in the total delivery of the assets and services.
Strategic Infrastructure Partnership (SIP)
This model may be useful when there are successive phases of similar
types of work and a certainty over the kind of infrastructure to be
deployed; but uncertainty about the timing or exact phases of work.
Integrator
This model may be useful when there is some uncertainty over the longterm requirement of users’ needs – and consequently, the nature of assets
and services – resulting in the general consensus of a need for flexibility
and incremental acquisition of assets.
NOTE ON OUR PPP PHILOSOPHY:
These alternative models will not be treated as options of last resort in situations where
appropriate models cannot be decided or agreed upon. If such a situation persists, the project
fundamentals will have to be reviewed and ultimately a decision made on whether or
not the project is best procured through PPP.

35

KWARA PPP PROGRAM FRAMEWORK

Full details for each are available below in Glossary of Eligible PPP Deal Structures
(Volume 6)
The expected outcomes of this step are:
i.
ii.

Confirmation that this project is indeed a strategic priority; and
Communication to stakeholders of its viability given various considered
factors including:
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All identified constraints and ability to withstand foreseeable shocks,



Determinable revenue streams and income opportunities



Probable Government support, and



Mitigation of environmental and social risks (if any).
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STEP 4: BUSINESS CASE DEVELOPMENT
At this stage, the project is ready to be added to the PPP Project Pipeline1. This step represents
the last hurdle wherein:


Key risks are identified and allocated; and



Intricacies of the selected PPP deal structure are explicitly stated.

The culmination of these is the Full PPP Business Case2. A summary document will usually be
made publicly available, while the complete version is provided only to bidders at the
commencement of Step 7: Bidding Process. Upon the successful selection of the final project
partner(s), the complete document will be made publicly available in the archives online at
www.kwarappp.gov.ng. Key details that can be expected in the Full Business Case are below
other pertinent information to the particular project and/or sector will be included.

Demand Drivers
4.1.1 Details of project’s strategic importance
 Relevance for the State, Local and/or Federal Government goals
 If it ties into any regional and/or global initiatives
4.1.2 Details of extent of the public’s need
 Current state of lack/insufficiency
 Population to be served
 Expected trends (growth, decline, transformation)
 Special considerations
4.1.3 Demonstration of political and wide-based support from key stakeholders including:
 Local leadership
 User/Consumer
 Civil Society

Economic Valuation
4.2.1 KWSG’s Cost/Benefit Analysis (fiscal affordability):
 Expected costs such as:
 Resettlement costs
1

The Project Pipeline is the list of confirmed projects that are ready to be or already going through the remainder of the
lifecycle processes towards delivery and utilization.

2 The

Full PPP Business Case is a qualitative and quantitative assessment based on the gamut of general and specific details.
It is different from a typical capital project business case in that it also demonstrates the comparative benefits of the
preferred PPP model over traditional procurement. Where several PPP models are being considered, they must each be
compared to the traditional model and all demonstrate a likelihood of increased effectiveness (in al ramifications) over it.
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Environmental clean up
Training for alternative employment (where old jobs are closed and
absorption into new operations is not immediately feasible)

 Expected benefits such as:
 Taxes, customs, duties and excise levies
 Regional development
 Attracting private investment (direct investment3)
 Economic growth
4.2.2 Consumer Cost/Benefit Analysis (user affordability):
 Expected costs such as:
 Environmental impacts
 Distance to access services
 Expected benefits such as:
 Employment generation
 Improvement in quality of life – education, health & other amenities,
recreation

Financial Analysis
4.3.1 Assessing Revenue:





Sources (e.g. tariff collection)
Estimates based on demand forecasts, tariff profiles, willingness to pay, etc.
Credit risk of off-taker
Elasticity of revenues with regards to demand/tariffs charged

4.3.2 Determining Cost:
 Estimates for construction
 Financing operations (including inflation, interest, foreign exchange rates and
refinancing risks
4.3.3 Public Sector Contribution:
 Sufficiency (amount and terms)
 Nature of relationship with funding entity(ies)
4.3.4 Base financial model
 Indicative term sheet (Debt and Equity separately):
 Amounts (in currencies of issues)
 Tenor (number of years of the debt)
 Rates  Inflation, Discount, Depreciation, Interest rate, Foreign exchange

3

Direct investment is defined as the establishment of physical presence through capital and human assets for the sake of a
commercial going concern. These enterprises are usually in the medium to scale. These investments may be from internal,
multinational or national organizations.
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 Determination of critical ratios and summary of results:
 Returns: on Equity (RoE)4, on Investment (RoI)5, Financial Internal Rate of
Return (FIRR)6
 Net Present Value (NPV7) and Debt Service Coverage Ratio (DSCR8)
 Sensitivity analyses9 for cost increases and revenue reductions.

Technical Analysis
4.4.1 Selection of process and technology:
 Process description, engineering, layout design
 Technical options for construction methods
 Project construction schedule, costs, timelines, and factors impacting success and
failure
 Interface with other technologies.
4.4.2 Performance/Output specifications and how it meets the needs and requirements
4.4.3 Indicative Schedules:
 Schedule of approvals, processes, and regulatory matters (licenses and permits)
 Validity of permits and licences
 Occurrences that trigger renewal, withdrawal, change
 Potential blockages and critical path issues
4.4.4 Land matters:







Access and process for acquisition/compensation/resettlement
Assessment of subsurface risk and archaeological remains/mineral features
Man-made obstacles, zoning and planning
Utility supplies
Nature of existing facilities
Interconnection with other facilities.

4 RoE:

Return on Equity is the amount of net income returned as a percentage of equity. It measures a project's profitability
by revealing how much profit it generates with the equity invested. RoE = Net Income/Equity

5

RoI: Return on Investment is a performance measure used to evaluate the efficiency of an investment or to compare the
efficiency of a number of different investments. It measures the amount of return on an investment relative to the
investment’s cost. RoI = (Gain – Cost)/Cost, where "Gain” refers to the proceeds obtained from the sale of the investment.

6 FIRR

= The rate at which the net cash inflows of a project are discounted so that their total net present value is equal to the
total project cost. Project’s FIRR is compared to hurdle rate, sometimes determined as the long term cost of capital, as a
consideration to continue pursuing the project.

7

NPV = Difference between the net cost inflows of a project discounted at a given rate of less the cost of the project. The
decision rate of the NPV criterion is to accept projects with NPV greater than or equal to zero.

8 DSCR

9

= Debt Service Coverage Ratio is the ratio of cash available for debt servicing to interest, principal, and lease
payments. It is about the entity’s ability to produce enough cash to cover its debt. DSCR = Net Operating
Income/Total Debt Service

Determining the resilience of the financial model to changes in assumptions and risk components over the contract term,
assessing the impact of these risks; assessing the likelihood of risks arising; calculating the value of risk (and ranges of
possible outcomes); allocating risks to parties best able to manage the risk, and identifying strategies for mitigating risk.
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Legal Assessment
4.5.1 Key legal compliance challenges including approvals, procurement, regulations,
environmental and security rights.
4.5.2 Legal authority to apply to PPP approach and sign the contract to enter into project
4.5.3 Key terms for all contracts and documents, including tender documents, project
contracts, and project information brief
4.5.4

Access to justice, including enforceability of arbitral awards, and ability of private
parties to challenge Government actions in court

Comprehensive Risk Matrix
This is a detailed presentation of risks based on the identification of the impact of the risk (on
both KWSG and the potential private partner) in the event of the risk materializing. It will
summarize:





likelihood of the risk
how much each party would be affected
how those risks could be managed or mitigated
cost of mitigation

The culmination of the above would be an allocation of each risk – in totality or shared between
parties – to the party that has the expertise to handle it and for whom it would be least costly.

40

KWARA PPP PROGRAM FRAMEWORK

STEP 5: FURTHER STUDIES
This is the opportunity to carry out a final stakeholders’ session and incorporate the findings.
Upon the review of the Full Business Case by internal and external stakeholders for
completeness, it may come to light that several factors are no longer required or new
information may escalate the importance of a feature.
This is critical to sustaining buy-in that may seem intangible but goes a long way in mitigating
risk factors, and consequently, the overall foreseeable (and unforeseeable) costs of project
execution.
The final Full Business Case will then form the primary basis for the remainder of the project
lifecycle.
The expected outcomes of this step are:
i.
ii.

Confirmation that this project is indeed a strategic priority; and
Communication to stakeholders of its viability given various considered
factors including:


All

identified constraints

and

ability

to

withstand

foreseeable shocks,
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Determinable revenue streams and income opportunities



Probable Government support, and



Mitigation of environmental and social risks (if any).
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STEP 6: DEVELOPMENT OF PROJECT EXECUTION DOCUMENTATION
Project Execution Documents are the documents that will be used throughout the bidding
process, starting with the Full Business Case which will dictate the contents of others. These
additional documents are typically:


Expression of Interest



Terms of Reference (if necessary)



Request for Qualification



Assessment criteria (for both the potential



Request for Proposal



Summary Business Case/Project

partner/consortium and the project itself)



Conditions Precedent for Financial
Closure

Brief

The totality of the details will typically reflect the following:


Services to be procured and size of



demand

Generation of third-party revenue
streams and share proportions



Likely tenure of the PPP contract



Risk identification and allocation



Preferred deal structures and



Potential exit arrangements

complementary role of successful



Overview of Bidding process

bidder e.g. DBFOM, DBO, BFO, etc.



Evaluation criteria (factors and weights



Potential payment source(s) and
mechanism(s)

The expected outcome of this step is KP3 Bureau’s readiness to manage the bidding process
with the necessary documentation to anchor the process.
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STEP 7: BIDDING PROCESS
The following guiding principles will be generally incorporated in the entire bidding process to
further anchor the likelihood of bidding success:


Clarity of purpose, needs, expected outcomes and performance
benchmarks to appropriateness and robustness of responses



Consider and address the feedback and concerns raised by the
potential bidders during the time between the issue of the PPP
tender documents (including the draft PPP contract) and the
closure of the tender; and



Keep proper records of the entire PPP process, including decisions
and actions taken during the process and the reasons. These
records should be retained for a period required by the
Instruction Manual.

NOTE ON OUR PPP PHILOSOPHY:
Anchoring competitiveness, transparency, responsiveness and accountability in the bidding
process is a critical milestone to reducing the risks of unsuccessful project implementation.

Summary of Process
In summary, the bidding process follows the following path.


Expression of Interest
Public notification that the KWSG in interested in procuring the
asset or service as a PPP







Contacting/marketing to potential bidders (if necessary)


Preliminary information memorandum



Road show & Pre-bid conference



Bid document consultation

Request for Qualification (RFQ)


Public call for interested parties to submit their profiles



Project summary details



Highlight of assessment criteria

RFQ Evaluation and Prequalification to Tender
Shortlisted candidates invited to provide technical and financial
details of proposed bid
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Request for Proposals (RFP)


Full business case



Required project bidding documents



Indication of draft contract terms



Full description of assessment criteria

RFP Evaluation


Interactions with bidders



Evaluation and selection by panel

Notify Selected Project Partner
Also inform unsuccessful bidders, provide feedback if required



Negotiations
Discussion on final risk allocation, partners’ role, payment
source(s) and mechanism(s), conditions precedent and other
pertinent changes to the draft PPP contract





Presentation to Executive Council


Present deal structure and contract terms



Seek and obtain approval

Contract Signing
By both KP3 Bureau and the private partner(s)

Beware that these will be subject to change depending on the project and other environmental
exigencies during the process.

Ultimately, the expected outcome of this step is that the private partner(s) and the KWSG are
ready to proceed to the Financial Closure step wherein the necessary funds for project
commencement are obtained through the fulfilment of conditions precedent on both sides.
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Options for Bidding Stages
The competitive bid process can either be Single-stage or Two-stage depending on the
complexity of the proposed model on the spectrum of eligible deal structures (see Step 3: Final
Selection & Determination of PPP Model above).

SINGLE-STAGE PROCESS
Technical and financial

TWO-STAGE PROCESS
Stage 1. Technical response is
submitted first and

bids are submitted

comments are

simultaneously in

provided.

response to a request for
proposals.

Stage 2. In the second stage, a
revised technical bid
is submitted together
with a financial bid.

LOW DEAL COMPLEXITY

HIGH DEAL COMPLEXITY

Single Bids
If an insufficient number of bid responses (only 1 or 2) are generated from the process, KP 3
Bureau is prepared to go through as many rounds of bidding as is strategically and sensibly
necessary to make sure the appropriate private partner is found. The feedback from market
sounding and the preceding bidding process will be incorporated at all times.
If eventually, no more responses are garnered from the market place, benchmarking aspects of
the proposal to industry standards and making the contract award decision based on that will
still show that the bid was put to test through other means.
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STEP 8: FINANCIAL CLOSE & PROJECT IMPLEMENTATION
Financial Closure
The project company/Consortium will generally not be bound to the project in any meaningful
way until they reach Financial Close when funds – debt or equity – from all quarters are made
available as agreed during the negotiations.
Financial Close is the date at which all Project Contracts and financing documentation have been
signed, and the conditions precedent to the effectiveness of the lenders' commitments have
been satisfied or waived.
The conditions precedent is essentially a checklist of documents funders require as the basis for
their financing; and thus may be perceived as ‘Fund Release Triggers’. Some may be:
i. Confirmation of risk identification and allocation; and
assurance of optimality for project "bankability10".
ii. Proof of availability and execution of KWSG’s commitment
i.e. land, purchase agreement, guarantees, etc.
iii. Evidence of title to (or right to use) the project site.
iv. Corporate documentation, board resolutions.
v. Corporate performance bonds
vi. Incorporation of Project Company
vii. Signed copies of the Shareholder Agreement(s) relating to
the Project Company

Project Implementation
Upon the receipt of the funds, the project company (or private partner or consortium) can then
proceed to construction, procurement, and other critical milestone activities towards the
fulfillment of the project schedule in the PPP contract.

The expected outcome of this step is the availability of at least the first tranche of funds for
project commencement.

Bankability is level of confidence by the lenders’ that recourse for repayment debt made available to the project can come
from and be sustained primarily by the revenue streams from the project. Risk identification and allocation is therefore a
critical aspect of bankability given that risks are a certainty, but their handling must be optimal and by the appropriate
party, otherwise revenue and consequently debt repayment will be interrupted.
10
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STEP 9: CONTRACT MONITORING & MANAGEMENT
Upon the commencement of the project implementation, KP3 Bureau and Private Partner, will
be constituted.
NOTE ON OUR PPP PHILOSOPHY:
KWSG’s ongoing presence in the project implementation will simply be in a regulatory
capacity in addition to the stated roles in the PPP Contract. No undue operational
interference will occur as participation would be through the KP 3 Bureau.
In the event of any renegotiations, appropriate channels and consensus will be the
basis for sustained mutual benefits.

Development Phase
The implementation team manages the project development phase during which the design,
capital investment, testing and completion of construction will occur. This typically includes:


Finalize and approve construction arrangements, designs,
detailed design, construction completion (for each phase, and
for final completion) readiness



Arranging asset, land and staff transfers



Coordinate Government obligations



Review and monitoring variations requested



Verifying provision and receipt of project documentation,
including

design

drawings,

equipment

specifications,

completion certificates, operating certificates and warranties

Delivery Phase
Subsequently, in the delivery phase, the KP3 Bureau then takes more of a regulatory role as
follows:


Establishes its internal protocols to manage the project,
monitor project company compliance with its obligations and
ensure contracting agency compliance with its obligations.



Conducts regular project review meetings, and ensure
provision and receipt of project information, including
drawings, financials and periodic progress reports.
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Monitor Government obligations and liabilities, ensuring that
Government complies with its obligations and budget for its
liabilities as they arise.



Encourages early anticipation., identification and resolution of
conflict.

Note on Renegotiation
Upon commissioning of the project (after construction and once services can be delivered), both
partners may have cause to revisit the contract terms, for any variety of reasons.
Renegotiation may be warranted for any of the following reasons and the implementation team
is responsible to seeing the process through to a mutually beneficial end. Such an end will have
been reached when new knowledge of risks and other realities are taken into account to sustain
the likelihood and intensity of success, and/or mitigate any threats to meeting the stated project
and overall goals.
Renegotiation may be on the following terms:
9.3.1

Realigning Scope


Removing services no longer required and reducing overspecified performance levels



Changing the profile of planned maintenance



Cancelling aspects of the contracts for which there is no
longer a requirement

9.3.2

Improving Risk Allocation


Taking back energy consumption risk



Reducing requirements for hand-back condition to
reasonable levels


9.3.3

Sharing in insurance premium reductions

Improving Efficiency


Increasing occupancy levels of buildings



Improving energy efficiency through improved technology



Using Government purchasing power to lower utility and
consumable costs merging contracts with the same
provider into one to reduce management’s costs and
introduce economies of scales
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9.3.4

Cutting Waste


Preventing out of hours overtime work



Mothballing unused facilities, and finding alternatives uses
for underutilised assets



Reducing inflation mechanisms which do not reflect actual
costs increases.

9.3.5

Avoiding Cost Overrun


Better contract management to remove unnecessary inservice changes



Simplifying procedures and charges for variations

Note on Private Partner Exit
Equity-shifting arrangements in which Private Partners can exercise its right to exit once predefined performance levels have been reached. Generally, KWSG requires that:
i.

The shareholders remain invested until key project risks have
been addressed.

ii.

Strategic investor retains sufficient financial interests in the
success of that project, to align with interests, for a period long
enough to ensure that design and construction meet
requirements.
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VOLUME 4:

PREPARING TO BID
Part 1. PRE-BIDDING PREPARATION
Part 2. INTERPRETING THE FINANCIAL MODEL
Part 3. NOTE ON BID EVALUATION
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PRE-BIDDING PREPARATION
COST OF BID
This will only apply to the RFP stage where the full financial and technical bids are submitted.
The stated amount is non-negotiable and will be paid within at the same time as the submission.
Without the payment, the submission would be considered incomplete. The amount will vary
per project and is not subject to change once it’s been published. Payment is to be made ONLY to
the KP3 Bureau account which will be included in RFP call announcement.
The cost is one-time (may not be paid in instalments) and non-refundable even if the bidder is
unsuccessful. All respondents will have a period of 3 working days after their bid submission to
withdraw the bid, at which point only 40% of the bid cost will be returned to the bidder.

GENERAL PREPARATION
In preparation for appropriate and full responses, we encourage all potential partners to review
www.kwarappp.gov.ng. There, each partner will find the resources to help guide their
Reponses. They are:


Am I an Eligible Partner



Is My PPP Project KWSG-Eligible
Although the preferred PPP deal structure(s) would have already
been identified, partners should make sure that any added features
(innovations) do not explicitly or implicitly alter the structure so
much that it falls within an ineligible category



Principles of Responsible Investment



Sample Selection Process & Criteria - Project Partners



Typical Decision – Making Process & Timeline for PPP Projects

Complete Bid Responses
Whether for the RFQ or RFP, only bids that are completed to a minimum satisfactory level will
be reviewed. The full list of required documents for each project will be provided along with
each call for response.

51

KWARA PPP PROGRAM FRAMEWORK

SPECIAL PURPOSE VEHICLES (SPVS)
The actual implementation mechanism for every deal structures is different, even if it has
numerous similarities with another. Certain additional features may be added in light of the
peculiarities of each project, preferences of the private partner, and prevailing
environment/legal/economic climate at the time of its conception and/or implementation. A
creative element may be necessary and is therefore encouraged. Special Purpose Vehicles
(SPVs) are one such feature.
An SPV is a third party organization established by both the KWSG and the Private
Partner/Consortium (at arms length of both) i.e. with its own incorporation documents and
board representation from both parties. Each SPV is established for the delivery of a specific
project, or for delivery of a group of related projects within the same sector.
SPVs do not override the usefulness of PPPs, and therefore do not replace the fundamentals
of PPPs which are availability of services (social, quasi-social or economic) on behalf of the
KWSG, risk allocation, and transfer of operation responsibilities to the private partner over a
specified time. Rather, they may be utilized to complement the fundamental PPP deal
structure in a manner that further ring fences certain risks and thus improves the bankability
of the PPP project. They may help to make the implementation of already complex projects
(size, scope) less cumbersome.
 Utilized in pursuit of PPP structures at the highest level of private
participation i.e. those that include private contribution of almost
all factors of the assets and services delivery e.g. Design-Build-

SPV RULE
OF THUMB



Finance-Operate-Maintain (DBFOM).
 Whole-of-life cost of the asset is the primary basis of the
partnership and foreseeable life of the SPV.
 Private financing, usually a mix of equity and debt, is used to fund
the up-front construction works.
 Risks are shared with other consortium who is also the major SPV
shareholder.
 Service delivery to specified standards (ongoing operation and
maintenance) is non-separable from the SPVs delivery of the
asset.
 Maintaining the quality of underlying assets is also implied (and
automatic) and it impacts both sustenance of revenue streams and
cost management i.e. project’s bankability.
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INTERPRETING THE FINANCIAL MODEL
A financial model will be provided with each RFP as part of the Full Business Case.
The financial model simulates the financial results of the project by demonstrating anticipated
cash flow under different scenarios. The model reflects assumptions made about risks (and the
associated cost of capital) and allocation of risks.
It enables decision makers to make informed choices about the project structure and the
operating environment, including the impact of different tariffs (prices), subsidy levels (if any),
and different coverage targets.
The information yielded by the financial model is to help respondents in decision making to
understand how key players (lenders, partners, and consumers) were found to have perceived
the project during the development stage.
Financial model will:


Simulate overruns in construction costs, changes in operating
costs, changes in projected demand, or changes in inflation or
interest rates.



Serve as a benchmark throughout the PPP process, against
which to continually assess respondents’ innovations and
proposed changes (in different pricing, financing, and service
scenarios).



Help to assess the impacts of negotiations.



Be used to monitor performance once the project is underway.



Contribute to update or ratify decisions about project structure.

The model will be accompanied by a manual that sets out the assumptions, the structure, how to
interpret it, and how to replicate it.
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NOTE ON BID EVALUATION
Refer to Sample Project Partner Selection Process & Criteria for general guidelines on some
assessment criteria on www.kwarappp.gov.ng.

GENERAL RFQ EVALUATION CRITERIA
Evaluating RFQ Responses is typically based on:


Approach to project development;



Approach to partnering including with local contractors;



Design capability and experience;



Construction capability and experience;



Maintenance and rehabilitation management and experience; and



Financial and financing information and their ability to successfully
reach a financial close.

GENERAL RFP EVALUATION CRITERIA
Evaluating RFQ Responses includes the following at minimum:
USABILITY 

MIGRATION 
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Is the service easy to access for users? Easier than
previous delivery method? Is the system easy to manage?



How will security, privacy and confidentiality be ensured?



Is daily work expected to become easier for back office
operations?



Is the solution/system inherently flexible, replicable and
scalable while maintaining its integrity and ability to
deliver services?



How successful will migration from assets, modes of
service delivery, existing platforms, etc be? (use example)



How difficult (with respect to resources) is migration
expected to be?



What are the risks of significant service interruptions
during migration?
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COMPLETENESS 

PARTNER 

TECHNOLOGY 

PROCESS 

PROJECT 
MANAGEMENT
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Are the details of the deal structure sufficiently explained?
Do they demonstrate sufficient risk transfer s and
assumption of responsibilities? Will all required services
be delivered?



Can the solution be expected to handle future service
needs?



Is the financial investment of bidder in the project likely to
be adequate?



Does bidder have a proven track record of clean financial
management?



Does the bidder have a solid financial foundation?



Does the bidder have a proven track record of relevant
competencies, service delivery, support, etc. considered to
be a reliable potential partner?



Has bidder been involved in a PPP before?



Does bidder have a record of successfully delivering
projects (on or under budget) to public sector?



Does the development roadmap offer vision and
perspective? Is it realistic?



Is the technology used state-of-the-art? Will it be able to
scale and handle new demands?



Does the bidder have a proven track record using the
technology?



Does the solution use open standards?



Does the solution respect de facto standards?



Is the technology prepared for future development?



Are there any security/environmental/social issues
existing related to the technology?



Does the outlined process for implementation, project
organization, plan for education and information, etc. seem
adequate?



Is training adequately addressed in the deployment plan?



What are the proposed mechanisms for project
management?



How will communications between partners be handled?



Does bidder propose a plan for marketing of the services?



Has bidder adequately addressed risk management?
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NOTE ON FINANCIAL PERFORMANCE MEASURES
As much as possible, each respondent should incorporate the key assumptions and tenets of the
KP3 Bureau’s financial model into theirs to ensure that both the RFP and the response are both
conveying at least the same indices. This will assist in reducing the interpretational errors in
assessing respondent’s financial performance measures.
Depending on the fullness of submissions and availability of data), respondents can expect the
following:

MEASURE & DEFINITION

FORMULA

Project Internal Rate of

Σ

Return (Project IRR)
represents the return of
the project regardless of
the financing structure.



Ri is the operating revenue at year i.



Ii is the amount invested at year i.



Ci is the operating cost at year i.

Σ

shows the return to
shareholders who receive



Di is the dividend at year i.



Ii is the amount invested by the
shareholders at year i.

ADSCRi = CBDSi
DSi

Coverage Ratio (ADSCR)
represents, for any
of the project company to

Di – Ii = 0
(1 + r)i

High r =
profitability for
shareholders

Where:

Annual Debt Service

operating year, the ability

r > 7% - 8% is best

Where:

Return on Equity (RoE)

dividends.

Ri – Ii – Ci = 0
(1 + r)i

INTERPRETATION

Where:


repay debt.



Viable for lenders
when ADSCR > 1.2
every year of
project life. This

CBDSi is the cash flow before debt
service at year i (the cash remaining
in the project company after
operating costs and taxes are paid).

means that if project

DSi is the debt service remaining at
year i (principal and interests).

financial model in any

revenue is below the
forecast in the
year, the project
company should still
be able to repay debt
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MEASURE & DEFINITION

FORMULA

Loan Life Debt Service

LLCRi = NPV(CBDSi-end)
DSi-end

Cover Ratio (LLCR)
shows, for any one
operating year, the ability
of the project company to

Where


NPV(CBDSi-end) is the net present
value of the cash flow before debt
service from



Year i to the end of the debt
repayment period.



DSi-end is the total of debt service
remaining at year i (principal and
interests).

accommodate an
occasional shortfall of
cash, leading to its
inability to repay the debt
during the last years of

INTERPRETATION
Viable for the lenders
when the LLCR is
high for every year
of the project life.

the project.
Net Present Value (NPV) of Subsidies: If a project is subsidized over several years, the net
present value of these payments (at the indicated discount rate) gives the real amount of
subsidies as if they were paid in a lump sum at present year, neutralizing the effects of inflation.
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VOLUME 5:

PROJECT SUSTAINABILITY
Part 1. OVERVIEW
Part 2. ENSURING EQUITY & PUBLIC SAFETY
Part 3. ECONOMIC ANALYSES
Part 4. FINANCIAL ANALYSES
Part 5. PAYMENT MECHANISM
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OVERVIEW
This section is to serve as guidance for both the KWSG and Private Partner, in the interest of
transparency and common understanding of assessing value, predicated on the pursuit of
shared prosperity, not about solely a number.
The sustainability of a project goes beyond just the assessment of value for money and cost
savings. As a matter of fact, total cost savings are actually driven by a combination of:
1. Upward pressure of new positive

2. Mitigated impacts if existing and/or

externalities.

potential negative externalities.

The impacts of these externalities are also not finite in depth, breadth or time. Therefore
determining the totality of cost and benefits is always dependent on the inclusion of tangible
(quantifiable) and intangible (unquantifiable) factors – if not nominally, at least in assessing the
weight of factor.
NOTE ON OUR PPP PHILOSOPHY:
While cost is a decision making criteria
throughout

the

PPP project

development

process, it is not the most critical. KWSG
believes

in

a

holistic

definition

and

assessment of value. This is essential to our
desire for achieving the full depth and breadth
of impact that is needed to transform and
attain our development agenda.
Therefore, KWSG encourages all our partners
to seek and present innovative solutions
that will increase ACCESSIBILITY OF ALL
PERSONS to all assets and services for highly
inclusive prosperity.
On our part, the KWSG is willing to intervene
as required to help anchor overall viability.
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ENSURING EQUITY & PUBLIC SAFETY
The primary driver for pursuing PPPs for the critical and strategic infrastructure gap closure is
the higher likelihood of consistently available services through assets with longer-lives, for the
ease and accessibility of the Kwara’s residents.
A key role of KP3 Bureau is to ensure the continued protection of the citizen’s rights so that they
may enjoy the results of these endeavours, and opportunities they generate. The facets of this
fiduciary duty of the Bureau (in its representation of the entire KWSG) span the 3 broad criteria
from the end-users perspective.

Ecological
and Sociocultural
preservation

EQUITY &
PUBLIC
SAFETY
Sustenance
of health and
livelihood

Equity in
access and
Utilization

Thus, all projects facets will be assessed in light of their direct and indirect impact (or ability
thereof) on the following:

DEMAND & ABILITY
TO PAY

SOCIO-CULTURAL
FACTORS

 Impacts of gender-

 Sufficient
stakeholder
analyses and
market sounding
 Assessment of
perceived value
 Social and

based interactions
 Taboos and
preferences
 Explicit and
implicit cultural
requirements

ENVIRONMENTAL
SUSTAINABILITY

GENDER
EQUITY


 Dependence on land


 Consideration of

or other aspects of

gender-based

the environment

peculiarities

 Inclusion in risk

 Accessibility to

analysis and costing

facilities and

 Full disclosure with

employment

KP3 Bureau and with

 Enabling asset and

political

impacted

service delivery

acceptability of

communities

features

prices
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ECONOMIC ANALYSIS
The economic feasibility of any proposed project is determined by comparing the value of
resources (assets and services) created by the investment to the value of resources consumed in
delivering the project.
The quantitative aspects of economic feasibility form the basis of the assessment i.e. the
comparative assessment of value derived and cost. However, note that value is much more than
a nominal number, but also encompasses the unquantifiable (but no less tangible) impacts e.g.
sense of wellbeing, that the resources’ availability and accessibility affords the beneficiaries.
Standard calculations of economic feasibility are based on indicators such as:


Economic Internal Rate of Return
EIRR is the project's internal rate of return after taking into account
externalities (such as economic, social and environmental costs and
benefits) not included in normal financial IRR calculations.



Economic Net Present Value
ENPV is the economic value of a series of future payments assuming
the Social Discount Rate (SDR) which will be provided at the time of
the RF P Call. ENPV > 0 means the project is economically feasible.



Benefit Cost Ratio
BCR is the present value of the ratio of the sum of the benefits and
the sum of the costs. BCR > 1 implies project feasibility; the larger
the better

These macro-level assessments, when properly computed, capture and include the following
into decision making:
i.

Historical and likely future trends in prices, costs, production, availability,
quality; demand and the nature of the demand; inflation, interest, and
foreign exchange rates; cost and availability of labour and materials.

ii.

Identification and location of the input supplier, other service providers
and local infrastructure.

iii.

Flexibility, sophistication, skill and depth of the labour market.

Assessment of these considerations is an iterative cost/benefit analysis of the proposed project
and its projected impact on the sector; and is useful from project conception to monitoring.
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FINANCIAL ANALYSIS
Standard calculations of financial viability are based on indicators such as:
Financial Internal Rate of Return



FIRR is the discount rate that equates the present value of a
future stream of payments to the initial investment.
Net Present Value



NPV measures the financial feasibility of the project in present
day’s terms.
Payback Period (after tax)



Payback Period helps to determine the minimum term of the
PPP contract. The after tax consideration is required to assess
the need for tax incentives.
Debt Service Coverage Ratio



The ability of the net earnings of the project to cover lenders’
expectations over an agreed upon time frame as an indication of
sustainability.
Their analysis aims to determine the financial viability of the project under a given set of
assumptions. Each project, structure, and partners’ preference will determine the assumptions
and the full gamut of indicators to which they would be applied, to determine the viability and
sustainability of the project.

PSC & VFM
PSC
The Public Sector Comparator (PSC) is a risk-adjusted estimate of a project’s costs and
benefits as if it were delivered under the most efficient form of traditional delivery model. It
includes the best estimate of full life cycle costs, benefits and risks over the contract term of the
would-be PPP.
The robustness of the PSC is dependent on the availability of information for KWSG-executed
projects. These include:


Cost of construction, including likely overruns, remedy of defects,
costs of variation, scope changes, etc.
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Cost of operation, including maintenance, major maintenance, and
increased cost of maintenance due to budget shortfalls.



Cost of financing (not just the cost of money for the State, but the
opportunity cost of alternative capital uses)



Revenue for the state, such as taxes (as compared to the PPP model)



Risk borne by the public sector (as compared to the PPP model),
monetized based on likelihood of occurrence and lifelike impact.

In an event where information is not available, costs to build and provide services through an
existing asset that is similar in output, structure and usage as the proposed asset will be used.

VfM
Value for Money (VfM) is a balanced assessment of quantitative and qualitative factors (e.g.
economic environment, private sector expertise, risk profile, administrative considerations).
The quantitative assessment of value for money is the difference between the risk-adjusted net
costs to the KWSG of traditional delivery (Public Sector Comparator) and the PPP method
(Shadow Bid) using the net present value technique.
However it is construed, the result of this computation helps to determine:

Whether a project should be
implemented as a PPP

Level support the Government
should provide to that project

Will there be any savings
using the best private
partner’s proposal compared
to how the project
(infrastructure and service) is
usually delivered?

What happens if KWSG
contributes certain
requirements? Will the
proposed structure deliver
even better value?

The following questions can help focus the assessment of value for money:
I. Do projects outputs meet Government requirements? Such as:
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Improved efficiency of procurement;



Technical and commercial innovation;



Improved and budgeted maintenance for asset longevity;



Affordability for the Government and for consumers/end-users;



Availability of consistent and quality service.
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II. Does the project provide the best technical solution?


Technical and service delivery solutions available



Funding and affordability,



Delivery arrangements,



Likelihood and success of delivery,



Issues associated with the site,



Regulatory constraints, and



Extent to which private innovation is encouraged in order to
maximize the same.

III. What commercial and financial constraints need to be overcome? How
does the project address them:


Likelihood of demand shortfall,



Tariff increases,



Cost increases,



Sensitivities to external stimuli,



Foreign exchange risk and interest rate risk



Risk mitigation,



Appropriate and bankable financial requirements.

IV. What legal and regulatory constraints need to be overcome?
V. Would other models of service delivery be more viable and/or efficient?
VfM can be adjusted to respond to changes in Government priorities and requirements over
time. The process of assessing value for money is iterative. From the earliest project selection
processes, Government should use value for money as its standard. This assessment will gain in
detail and sophistication throughout the project cycle, as more information is gathered from
pre-feasibility studies, feasibility studies, procurement and implementation.
Regardless, the fundamental questions – whether to use PPPs & how KWSG should
participate – will remain as the anchors for decision making and deal structure, even postcommencement.
A PPP project has potential to deliver value for money where:
 There is scope for the private sector to demonstrate particular expertise
and/or innovative capacity
 There is adequate market interest and capacity to ensure benefits of
competition are met
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 Infrastructure and service needs can be defined by measurable outputs
 Payments can be performance based and linked to specified outcomes
 Private Financing can be designed to encourage the Private Entity to meet
its contractual obligations
 The project size justifies the transaction and ongoing management costs
 Mechanisms can be designed to ensure value for money is maintained
over the life of the asset
 Risks and rewards can be designed to create incentives for cost-effective,
high quality services
 There are significant ongoing long term efficiencies to be gained from
integration of design, construction, operation and/or maintenance

Risk (Identification, Allocation & Mitigation)
The objective of PPP Projects is the efficient allocation of risk and to assign risks to the party
best able to manage each risk. While each capital investment has its own specificities, the
allocation of risks is usually broadly similar from one PPP project to another.
Project risks should be allocated to the party best able to:


Influence the risk factor



Manage the sensitivity of total project value to the risk factor—that is,
to anticipate or respond to risk factor, if it cannot be influenced
directly



Absorb the risk, where it can neither be influenced nor its impact
controlled

Allocation falls into one of three categories (described from the point of view of KWSG):


Retained risks – risks that are the full responsibility of the Procuring
Authority (e.g., delay in gaining capital investment approvals);



Shared risks – risks that are the responsibility of both the private sector
and the Procuring Authority (e.g., construction and environmental
permitting, force majeure, etc). The standard practice is to consider any
risk sharing on a 50/50 basis; and



Transferred risks – risks that are fully transferred to the private partner
(e.g., land contamination by the private partner during construction).
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Put another way, here is a high-level guidance on risk identification & allocation at different
steps of the PPP Project Lifecycle. These Risk Categories are not at all exhaustive; they may be
relevant at multiple steps in the Lifecycle given the iterative nature of project development and
implementation, and can be further broken down to more granular levels.
PROJECT LIFECYCLE
STEP

SOME LIKELY RISKS
CATEGORIES

APPROPRIATE
ALLOCATION

Step 1: Project Identification &



Design

These steps are led

Categorization



Policy

by the KP3 Bureau,



Strategic

given that they are



Assessment (qualitative

about identifying

& financial modelling)

the need and setting



Procurement/Tender

the stage for its



Contractual

remedy. They are

Step 2: Initial Exploration (Needs
&Scope)
Step 3: Final Selection &
Determination of PPP Model

‘Retained Risks’

Step 4: Business Case Development
Step 5: Further Studies
Step 6: Development of Project
Execution Documentation
Step 7: Bidding Process
Step 8: Financial Closure & Project
Implementation



Currency

Transferred



Design & Construction

Transferred



Step 9: Contract Monitoring &



Completion and
Commissioning
Site (acquisition &
quality)
Permitting and
Approvals
Demand and Revenue

Management



Currency

Transferred



Equipment

Transferred



Financial

Transferred



Force Majeure

Shared



Lifecycle and Residual

Shared



Operations and
Maintenance
Performance
(availability & quality)
Site Conditions and
Environmental
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Transferred
Retained
Shared
Shared (where agreed)

Transferred
Transferred
Transferred

PROJECT PAYMENT MECHANISMS
A payment is the unitary charge made available to the private partner based on the delivery of
units of service required. Payment Mechanism is therefore the mode through which these
payments are generated and effected.
NOTE ON OUR PPP PHILOSOPHY:
The payment mechanism puts into financial effect the allocation of
risk and responsibility between the KWSG and the private sector.
KWSG therefore sees the appropriate design and implementation of the
payment mechanism in multiple facets, beyond just revenue streams. It
is an important anchor for the project’s sustainability, especially
with regards to ensuring a continuously adequately serviced
population.

The payment mechanism for any individual project will need to be tailored and structured to
reflect the needs of the gamut of stakeholders in the project as follows:


Encourage innovation in solutions for particularly underserved
and marginalized populations;



Provide an incentive for the private provider to meet the
availability and performance standards set out by the public
agency;



Provide an incentive for the private provider to rectify problems
promptly when availability or performance fails to meet the agreed
standards; and



Provide an incentive for the private provider to secure efficiency
gains and deliver best value for money throughout the contract
period.

Private Partners are encouraged to take into account the details provided in STEP
1: PROJECT IDENTIFICATION & CATEGORIZATION, and match them to Basis FOR
PAYMENT section hereunder.
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KEY DETERMINANTS & SUCCESS FACTORS
The payment mechanism should be objective, transparent and easy to implement. The best
ways to ensure this is for the KP3 Bureau and the Private Partner (separately and in
negotiations), commit to the following::
5.1:

Before developing the payment mechanism, both parties ensure that:


Service delivery can be objectively measured;



Both quantity and quality of service can be measured; and



Availability and performance standards are measurable, recordable
and realistic.

5.2:

Where payments are made by/facilitated by KWSG to the private provider,
they are withheld until the service is available at the agreed-upon levels.

5.3:

Payment will only be made to the extent that the service is meeting the
availability and performance standards set out in the contract and
specifications.

5.4:

The payment mechanisms should provide for incentives for improved
efficiency or outstanding performance by the private provider, as well as
penalties to be made for unavailability or sub-standard performance.
Incentives and penalties should reflect the magnitude of the improvement or
severity of failure.

5.5:

The payment to the provider should not be related to inputs since the basis
of the PPP project is the procurement of a service. Thus the unitary charge
should not be made up of elements which ONLY relate to delivery of any
inputs.

5.6:

The payment should not be related to completion of stages of construction,
cost of materials or labour because payment should not contain a fixed
element that the provider always receives, irrespective of availability or
performance of the service.

5.7:

The payment mechanism should not commit the public agency to make a
fixed payment which covers the provider’s debt service obligations, even
when the service is not available in the first instance.

5.8:

As far as possible, there should be a single charge for the service, not
separate payments for elements relating to availability or performance in
order to foster the mentality of an integrated service provision.
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BASIS FOR PAYMENT
Availability
6.1.1:

Availability payments made when the facility (e.g. school building) or required
capacity levels (e.g. required volume of treated water) are made available at a
minimum specified standard and ready to use, regardless of the extent to which it
is actually used.

6.1.2:

Payment computed based on a specified amount for each unit of service/facility
that is made available regardless of the extent to which the service/facility is
actually used.

6.1.3:

This structure is typically used for PPP projects where:


KWSG needs the facility to be available and ready to use, regardless of the
extent to which it is actually used, e.g. availability of a road.



KWSG bears the responsibility of managing demand to meet planned usage
levels, as the demand is more within the control of the State than the private
sector e.g. in schools.

Performance & Quality
6.2.1:

Used for ancillary services, such as cleaning and security, where there will be
penalties if the performance level is less than specified.

6.2.2:

Only used to address levels of service performance that do not have a direct impact
on the availability of the required services/facilities and payments of non-essential
services, e.g. school bus service for vocational college project.

6.2.3:

Successful performance-based payment mechanisms must hinge on:


Standard or level of performance required;



Monitoring the provider’s performance against the required standard; and



Consequences of a failure to meet the required standard, e.g. quantum of
penalties suffered due to a fall in performance standards.

Utilization
6.3.1:

The transfer of this responsibility is only appropriate in cases where the provider
can reasonably influence usage/demand.

6.3.2:

The service provider will be paid based on the extent that the service is actually
used, e.g. number of transactions or number of accommodation units occupied.

6.3.3:

The use of a service may in some cases determine either all or part of the unitary
charge. This means that the private sector will be responsible for ensuring that
actual usage levels (i.e. demand for the service) meets the planned usage levels
that the PPP facilities were developed for.
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KWSG OPTIONS FOR ENSURING ADHERENCE TO SERVICE OBLIGATIONS
The following options are available to the KWSG for ensuring that the private provider
consistently meets its performance obligations, OR to ensure that service levels are restored if
they ever fall short. They will form part of the PPP contract negotiation process.
Option 1:

Deductions when the private provider fails to deliver the project on
schedule or at a level below the standard originally specified in the service
agreements. The intent is to ensure that the private provider will work
towards remedying any shortcomings in service delivery.

Option 2:

Step-In to take over operations and delivery of the services in certain
circumstances potentially as result of serious risk to public health, safety or
the environment, serious national security implications. KWSG may
intervene itself through its MDAs until a new private partner can be hired –
either permanently or until the original partner has remedied its
shortcomings.

Option 3:

Terminate the contract due to private sector default. An event of default is
when a private provider consistently fails to deliver the services to the
standard specified and has failed to remedy this deficiency. Typically, this
is the last resort and the preceding two options have been exhausted with
no assurance as to the resumption of quality service delivery. In these
circumstances:
5.3.1 Projects will revert to public ownership, including the
assets necessary to continue to deliver the service;
5.3.2 Monies owed to either party must be determined,
with net payments being paid in due course;
5.3.3 The public sector would then take ownership of the
project itself or re-tender the opportunity to take over
the project to other private sector contractors; and
5.3.4 The public agency concerned would have to proceed
with legal action, as appropriate, to recover from the
defaulting private partner the costs incurred in
rectifying defects, and in the maintenance and
management of the facility.
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VOLUME 6:

GLOSSARY OF ELIGIBLE
PPP DEAL STRUCTURES
Part 1. REGULAR PPPS
Part 2. LARGE & COMPLEX PPPS
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REGULAR PPPS
BUILD-OPERATE-TRANSFER (BOT)
This agreement is typically used to develop a discrete asset rather than a whole network and is
generally entirely new or Greenfield in nature (although refurbishment may be involved). The
private project company or operator generally obtains its revenues through a fee charged to the
utility/ government rather than tariffs charged to consumers.

BUILD-OWN-OPERATE (BOO)
The private sector finances, builds, owns and operates a facility or service in perpetuity. The
public constraints are stated in the original agreement and through on-going regulatory
authority.

CONCESSION
This agreement gives a private party the long term right to use all utility assets conferred on the
operator, including responsibility for all operation and investment. A concession covers an
entire infrastructure system (so may include the operator taking over existing assets as well as
building and operating new assets). Asset ownership remains with the KWSG, to whom assets
revert at the end of the concession period, including those invested by the operator (after full
value has been realized from them). In a concession the operator typically obtains its revenues
directly from the consumer.
Contract terms are typically longer (15 to 30 years), and the KWSG will have no operational
responsibilities or rights over the asset as long as it is utilized for the purpose for which it has
been concessioned.

DESIGN-BUILD-FINANCE-MAINTAIN (DBFM)
The private sector designs, builds and finances an asset and provides infrastructural facility
management or maintenance services under a long-term agreement. However, the utilization
remains the responsibility of the KWSG or its appointed proxy. This may not quiet be the ideal
model compared to DBFOM because demand and revenue are out not within the control of the
funding and construction party.

DESIGN-BUILD-FINANCE-MAINTAIN-OPERATE (DBFOM)
The private sector designs, builds and finances an asset, provides hard and/or soft facility
management services as well as operations under a long-term agreement.
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DESIGN-BUILD-OPERATE (DBO)
In this agreement, the public sector owns and finances the construction of new assets. The
private sector designs, builds and operates the assets to meet certain agreed outputs. The
Operator is taking no financing risk and will typically be paid a sum for the design-build of the
plant and then an operating fee for the operating period.

LEASE
This is an arrangement under which the private operator is responsible for operating and
maintaining the utility but not for financing the investment. The Operator charges an operator
fee to consumers, with a portion of the receipts going to the KWSG as owner of the assets as a
lease fee and the remainder being retained by the operator.
The rental payment to the authority tends to be fixed irrespective of the level of tariff collection
that is achieved and so the operator takes a risk on bill collection and on receipts covering its
operating costs.
Contract terms are typically:


Medium length (8 to 15 years),



Lease operator will require assurances as to tariff levels and increases
over term of lease, and compensation/review mechanism if tariff levels
do not meet projections;



Cost of maintenance and some replacement are passed to operator
(operator takes some degree of asset risk in terms of the performance of
the assets);



Operator may be put in charge of overseeing capital investment
program/ specific capital works;



Operator is required to maintain asset register, and operation and
maintenance manuals/records, etc.;



Includes minimum maintenance or replacement provisions towards the
end of the contract, so that facilities are handed back to KWSG in an
operational state.

OPERATION & MAINTENANCE (O&M)
The term covers a range of contracts from technical assistance contracts through to full-blown
operation and maintenance agreements. The main common features are that the awarding
authority engages the contractor to manage a range of activities for a relatively short time
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period (2 to 5 years). Some may also include obligations on the private operator to operate and
maintain the assets, sometimes extending to bearing the cost of routine replacement of small,
low value parts of equipment.
Management contracts tend to be task specific and input rather than output focused. Operation
and maintenance agreements may have more outputs or performance requirements.
The private operator being paid a fixed fee by the awarding authority for performing specific
tasks – the remuneration does not depend on collection of tariffs and the private operator does
not typically take on the risk of asset condition.
Where the management contracts become more performance-based, they may involve the
operator taking on more risk, even risk of asset condition and replacement of more minor
components and equipment.
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LARGE & COMPLEX PPPS
STRATEGIC INFRASTRUCTURE PARTNERSHIP (SIP)
This model is characterized by:


Exclusive arrangement between a procuring authority and a private
sector partner



An intention to address a series of infrastructure-related issues or
projects



Specified duration is finite period of time



Private partner provision of a significant amount of (NOT ALL) the works
and services required by the contracting authority



Continuous improvement through successive stages of work.

This model is most suitable for:


Successive phases of similar types of work;



Multiple local procurers for similar types of project;



Certainty over the kind of infrastructure, but uncertainty about the timing
or exact phases of work;



Taking advantage of private sector commercial input in the planning
phases;



Granting opportunity to the private partner over the life of the contract to
increase efficiency through continuous improvement and innovation;



Reducing procurement times and costs that would be excessive if each
element of the programme were separately tendered,



Need to save time and costs in procurement process by concluding on key
aspects now, even though full implementation and delivery can be
staggered.
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INTEGRATOR
This model is characterized by:


KWSG procuring a project delivery organisation (the integrator) to
manage the delivery of a project through pre-procurement preparation,
procurement, construction and into operation.



KWSG will define the overall policy and procurement objectives.



The private partner managing the procurement of the underlying assets
and services and then integrates them to provide an overall service to the
authority.



Private partner taking a less direct role in delivering works and services
itself, but rather sub-contracts to external suppliers. Thus the private
partner manages the supply of the services, aligning them with the
objectives of KWSG.

This model is most suitable when:


Different private partners are required to avoid conflict of interest by
separating coordination from actual service delivery;



There is some uncertainty over the long-term requirement, with a
resulting desire for flexibility and incremental acquisition, for example
where new technology risk is present, end-user demands are subject to
change, or policy changes are likely to affect how, where and what
services are to be delivered in the future;



Uncertainty about the timing or exact phases of works exists;



Long construction phase is estimated and efficiencies could be derived
from dividing the project into distinct phases or parcels;



There is limited supply-side competition to provide the entire project as
one, but the project can be sensibly divided into separate packages and
competition introduced in the supply chain in a transparent manner; and



Scope over the life of the contract to increase efficiency through
continuous improvement and innovation would be beneficial.
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Great care has been taken in the creation of this Operational Framework. It is
the KP3 Bureau and KWSG’s sincerest hope that it will be of value to all those
who require it.
As iterated throughout the document, significant value is placed on the merit of
PPPs as a viable alternative for infrastructure procurement. For us to maximize
the mutual benefits, we encourage all who desire a partnership to be thorough
in the understanding and interpretation of the content found herein; and to
apply these tenets in good faith to all their offerings and dealings with the
KWSG.
Where further clarification is required, we strongly encourage further research
through those agencies whose resources and international best practices were
utilized in the compilation of this document. For instance, Public-Private
Infrastructure Advisory Facility, Asian Development Bank, World Bank Group,
African Development Bank, and other like them.
Most importantly, we urge all inquires, clarifications, comments, concerns, or
feedback to be immediately passed on to the KP3 Bureau via any of the
following media:
Physical Address:
KP3 Bureau
Kwara State Government House
Ahmadu Bello Way
Ilorin, Kwara State
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Email Address:
info@kwarappp.gov.ng
Telephone:
(+234)817-053-4232
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