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Definitions

BAFO Best and Final Offer
BCM Base Case Model
Bid Bond The bond to be provided by the Bidder with its Proposal

Bid Deliverables

A detailed outline of the specific information, data and other
documents that the Contracting Authority requires to be included in
the Proposal

Bid Deliverables Checklist

The checklist specifying the structure of Bid Deliverables required to
be included within the Proposal

Mandatory content and/or format in respect of certain forms,

Bid Forms information or other documents that are required to be included as
part of Proposals

Bid Price Price of the unit of a product or a service offered by the bidder

Bidder Any Qualified Respondent submitting a response to RFP

BOO A PPP option model: Build, Own, Operate

BOOT A PPP option model: Build, Own, Operate, Transfer

BOT A PPP option model: Build, Operate, Transfer

Business Case

A detailed feasibility study that provides a qualitative and quantitative
assessment of the VFM savings from procuring the project as a PPP

CAPEX

Capital Expenditures

CAPEX Recommended
Threshold

The CAPEX value of a Project, at which the VFM can be achieved,
and the project can be recommended to undertaken as PPP

Clarifications

Requests for clarification on aspects of RFP submitted in writing to
the Contracting Authority by a Bidder

Commercial Score

The score awarded by the Evaluation Committee to the commercial
aspects of the Financial Envelope of a Proposal

Consortium

A joint venture, partnership, or other combination of international
and/or local companies jointly participating as a Bidder

Consortium Member

In respect of a Bidder that is a Consortium, any member of the
Consortium holding an equity stake in such Consortium

Contracting Authority

Any Government Entity which concludes a Partnership Contract
pursuant to the PPP Law

Discount Rate

The discount rate is the interest rate used in discounted cash flow
(DCF) analysis to determine the present value of future cash flows.
The discount rate in DCF analysis takes into account not just the time
value of money, but also the risk or uncertainty of future cash flows;
the greater the uncertainty of future cash flows, the higher the
discount rate

ECA

Export Credit Agencies

EPC

Engineering, Procurement and Construction




EPC Contract

means the lump sum turnkey contract to be entered into on or before
the Closing Date between the Project Company and the EPC
Contractor for the engineering, design, manufacture, supply,
procurement, transportation, erection, construction, installation,
testing, commissioning and warranty of the Facility and associated
Interfaces and consistent with the technical specifications and
milestone schedule specified in this Agreement

EPC Contractor

means the contractor employed by the Project Company and
approved by the Contracting Authority, for the engineering, design,
manufacture, supply, procurement, transportation, erection,
construction, installation, testing, commissioning and warranty of the
[Project/Facility]

Financial Close

The date upon which the financing documents for the Project are
signed between the Project Company and the financing parties and
are in full force and effect and funds are committed and available to
be drawn thereunder

Financial Envelope

The part of the Proposal containing the financial elements to be
evaluated

Financial Model

The financial model delivered by the Project Company at the Closing
Date in accordance with this Agreement

Handover

The requirement for the Project Company to handover the facilities to
the Contracting Authority in a specific condition, ensuring the assets
have a specific life expectancy as set out in the Form of PPP
Agreement

Internal Rate of Return (IRR)

IRR is the interest rate at which the net present value of all the cash
flows (both positive and negative) from a project or investment equal
zero. Internal rate of return is used to evaluate the attractiveness of a
project or investment

KPI Key Performance Indicators

The score awarded by the Evaluation Committee to the legal aspects
Legal Score )

of the Technical Envelope of a Proposal

Net Present Value. NPV is the difference between the present value
NPV of cash inflows and the present value of cash outflows. NPV is used

to analyse the profitability of a projected investment or project.
OPEX Operating Expenses

OPEX Recommended
Threshold

The annual OPEX value of a Project, at which the VM can be
benefited, and the project can be recommended to undertaken as
PPP

Payment Mechanism

The structure of making payments to the private sector participant by
the government

PPP Public Private Partnership

Public Private Partnership Law No. (12) of 2020 Regulating Public
PPP Law ; i

Private Partnerships

The competent administrative unit at the Ministry of Commerce and
PPP Unit Industry responsible for the PPP projects governance at the State

level




PPP Project Team

Team set up by the Contracting Authority that will be chiefly
responsible for carrying out the roles and functions assigned to the
Contracting Authority at all stages of the project

PPP Project Lifecycle

Life cycle of the PPP Project consisting of four different stages: 1.
Project identification and screening; 2. Preparation of the Project as
PPP; 3. Project procurement process and 4. Post-procurement
process

Procurement Process

The procurement of the Project in accordance with the PPP Law
including EOI, RFQ, RFP Stages and the negotiating and signing of
the Project Agreements

Project

A project decided to be implemented or developed as a Partnership in
accordance with the PPP Law

Project Agreements

The agreements to be concluded in relation to the Project which
include all of the following agreements: the PPP Agreement, Step-in
PPP Agreement, Land Lease Agreement and Mandate Agreement
and any additional agreements deemed appropriate by the
Contracting Authority

Project Company

An established company or a company to be established for the
purpose of executing the Project.

Project Committee

The committee formed for each Project in accordance with article (6)
of the PPP law.

Project Policy Document

Summary of the Business Case

Documentation prepared and submitted by a Bidder in response to

Proposal REP

PSC Public Sector Comparator
Shall include any person who is a board member, general manager

Representative(s) including their legal representatives acting in their stead or any other

P such person responsible for a Bidder’'s day to day management and

operations

Respondent Any single legal entity or consortium that submitted a response to the
RFQ

RFP This Request for Proposal document for the Project
The stage of the Procurement Process beginning on the release of

RFP Stage RFP to Qualified Respondents and concluding on the selection of a
Preferred Bidder

RFQ The Request for Qualification document for the Project

SOQ Statement of Qualification

Technical Score

The score awarded by the Evaluation Committee to the technical
aspects of the Technical Envelope of a Proposal

TOR

Terms of Reference

Unsolicited proposals

Proposal made by a private party to undertake a PPP project,
submitted at the initiative of the private firm, rather than in response
to a request from the government




VFM analysis is a process of developing and comparing the Project’s
Value for Money (VFM) total costs, under the two delivery models: traditional procurement
and PPP
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1. Overview and Background

1.1. Overview

The state of Qatar introduced the PPP Law to facilitate the evolution of PPPs in the country. As per the PPP Law,
the Ministry of Commerce and Industry (“MOCI”) is the governing body for the PPP projects. In accordance with
the law, MOCI has established a PPP Unit (“the Department”) to implement the law and the Department will
develop and issue operating guidelines based on best practices across the procurement lifecycle as well as
formulate a uniform approach to manage the PPP projects in the State of Qatar.

Figure 1: PPP Journey in Qatar
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1.2. Purpose of the Guidebook

The Public Private Partnership (PPP) Guidebook has been developed by MOCI to assist the Contracting
Authorities and other key stakeholders in implementing PPP process across the lifecycle of a PPP project
seamlessly. This PPP Guidebook is a part of the PPP Framework outlined by MOCI and as such should be read
in conjunction with other elements of the PPP Framework, i.e., PPP Policy Document, PPP Governance and PPP
Law.

Contracting authorities and other stakeholders are advised to use this guidebook for clarity of processes and
ensure that the selected PPP delivery model maximizes social and economic benefits to the state of Qatar. The
authorities can also use this guidebook to design and execute a PPP delivery process so that the project reaches
financial closure in the anticipated timeframe. It is also aimed at enhancing transparency in the PPP process by
giving a checklist of documents required at each stage. In addition, the document defines the roles and
responsibilities of all stakeholders so that the PPP process can be carried out with full transparency and fairness
towards all participants.



1.3. Structure of the Document

The Guidebook will play an important role in the implementation of PPP projects, hence the document structure
will follow a stepwise process across the four stages of PPP Project Lifecycle. The “Project Lifecycle Stages” are
defined to represent the list of activities as part of the “Process”. It involves the steps by which PPP projects are
identified, developed, appraised, implemented, and managed, while defining the role of entities in that process.

Figure 2: PPP Project Lifecycle

Project Lifecycle Stages } Process

m . ] . « Prepare Needs assessment Report (Section 2.2.1)
\ Project identification - Submit Project initiation request (2.2.2)

& screening - Appoint external advisors, if needed (2.2.3)
Section 2

« Prepare the Project Concept Report (3.2.1)
« Prepare the Business Case (3.2.2)
« Prepare the Project Policy Document (3.2.3)

PPP project establishment

Section 3 STEP 2

- Develop and advertise the Expression of Interest (‘EOI") (4.2.1)

« Prepare and issue the Request for Qualification (‘RFQ”) (4.2.2)

« Evaluate the Statement of Qualification (*SOQ”) (4.2.3)

- Develop and issue the Request for Proposal (‘RFP”) (4.2.4)

Project procurement process - Respond to clarifications/prepare the Bidder Clarifications Report (4.2.6)
- Receive and evaluate bids, and prepare the Bid Evaluation Report (4.2.7)
Section 4 STEP 3 - Negotiate with the Preferred Bidder (4.2.8)

- Sign the PPP Contract and reach Financial Close (4.2.8)

Post-procurement process . Seﬂing up the contract and change management structure and contract
expiry procedure (5.2.1)

Section 5 - Appointing the PPP Contract Manager and Conducting the performance

monitoring and risk management (5.2.2)

- Conducting the perfermance monitoring and risk management

» Preparing for contract managementHandover (5.2.3)

Under each of these stages, the Guidebook covers the following sub-sections:

1.
2.
3.

4,

T

Objectives: outlines the purpose of detailing the project lifecycle stage and the intended output.
Guidance: details the guidelines to be followed while executing a project lifecycle stage.

Approval Process: provides the approvals required from the stakeholders for each document in order to
move on to the next stage.

Role and Responsibilities: Describes the role and responsibility for each stakeholder involved in the stage.

he Guidebook will also cover the institutional responsibilities of internal and external stakeholders, along with the

approval points, wherever applicable.

This structure is followed to create an efficient and transparent process that can effectively control the quality of

P

PP projects.
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1.4. What are the PPPs?

As per the PPP Law, a PPP is defined as a contractual agreement between the government entity and the private
sector for the implementation and financing of the works or the provision of services in accordance with the models
set-out in the law.

PPPs are classified on the basis of three broad parameters — the type of asset involved; functions performed by
the private sector; and the payment mechanism:

a)

b)

c)

Asset — asset classes can be “greenfield”, where private sector finance, develop, and operate new public
assets, or “brownfield”, where private sector upgrade and maintain existing public assets.

Function — function can be defined as per the scope of services required from the private sector. For instance,
design — developing the project from initial concept and output requirements; building new asset or refurbishing
an existing asset; raising finance; operation and maintenance and removal, demolishment of an asset.
Typically, the private sector is responsible for the long-term operation of an asset and provision of a service
which can either directly be for a government off-take, or directly to end users.

Payment mechanism — payment mechanism is based on the services to be provided by the private sector
and the commercial terms and conditions can be agreed upon in the lines of the asset and function
considerations. The payment mechanism under a PPP determines the payments that the Contracting
Authority makes to the private sector party. Optimal allocation of risks in a project to the private sector party
is at the heart of an efficient payment mechanism. Based on the scope of services and risk allocation, payment
to the private sector can be of the following nature under a PPP project:

a. “User Pays” PPP: under this model, the private sector provides a service directly to the users
and generates revenue by charging users directly for that service. This revenue may be
supplemented by payments or guarantees by the government.

b. “Government Pays” PPP: under this model, the government is the sole source of revenue for
the private sector and the payment to the private sector can be 1) Availability based payments
wherein payment is made based on the asset or service being available at a contractually-defined
quality or 2) Output based payments wherein payments are made based on the services delivered
to the users.

c. “Hybrid” PPP: under this model, the private sector generates revenues by charging user directly
for providing a service and the revenue is also supplemented by payments from the government
which could be performance based or output based.

These characteristics can be combined in various ways to produce the full scope of PPP programs and to create
a wide range of PPP contract types which are shown in Figure 3 below.
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Figure 3: PPP Project Contract Types
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the private sector.
Recieves all revenues . . - - Recieves all revenues
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available as per agreed standards.

Controls the asset. Controls the asset.

A typical PPP project structure is illustrated below:

Figure 4: Typical project structure

Contracting Authority

PPP contract

y
y

As per the Article 3 of the PPP Law, the state of Qatar has identified the following types of PPP models for
implementation:

1. Allocation of lands through a lease or a usufruct, for development by the Private Sector.
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Build - Operate -Transfer (BOT)

Build — Transfer - Operate (BTO)

Build — Own - Operate -Transfer (BOOT)
Operation and Maintenance. (O&M)

o ok~ wDd

Any other model adopted by the Council of Ministers upon the proposal of the Minister.

The aim of all PPP models is to ensure that the risk is assigned to the party that has the greatest capacity to

manage the risks at a lower cost.

Model Description

Allocation of lands through alease or a
usufruct, for development by the Private
Sector

Government can decide to allocate the land through a
lease or a usufruct for a specific sector development
by the private sector.

Build - Operate -Transfer (BOT)

A BOT model is generally one of the most used PPP
models. Under a BOT contract, a public authority
grants a concession to a private company to build,
finance and operate a project. The company operates
the project for a period of time with the goal of
recouping its investment, then transfers control of the
project to the public authority.

Build — Transfer - Operate (BTO)

Under a BTO contract, the private sector builds and
then transfers the facility to the public authority. The
public authority will grant the investor the right to
operate that facility for a specified duration to recover
investment capital and earn profits.

Build — Own - Operate -Transfer (BOOT)

In BOOT, the private sector builds, owns and operates
the facility for the duration of the contract, with the
primary goal of recouping construction costs (and
more) during the operational phase. The private sector
owns the facility during the contract period and at the
end of the contract the facility is handed back to the
government.

Operation and Maintenance (O&M)

In an O&M contract, a private operator operates and
maintains the asset for the public authority, usually to
an agreed level with specified obligations. The work is
often sub-contracted to specialist maintenance
companies. The payment for this contract is either via
a fixed fee, where a lump sum is given to the private
partner, or more commonly a performance-based fee.

Any other model adopted by the Council
of Ministers upon the proposal of the
Minister

g@d

When it is in the interest of the State, the Minister can
propose different models that can be adopted by the
Council of Ministers.

Though the PPP Law is flexible on the type of models that can be implemented, due approval on the project
structure is still mandated under the Law. It should be kept in mind that the success of a PPP is determined by the
level of detailing in the process and its design. A robust deal structure is the one that achieves envisaged outcome,

while keeping public interest in mind.

13



1.5. Key principles in the application of PPPs

Government is keen to acknowledge that each project will have its unique approach for a successful
implementation. The key principles that drive the successful application of PPP are illustrated below:

Figure 5: Key principles of PPP applicability

Sustainable Long-term Contracting

Effective contract management over
the lifecycle of a project is necessary
to meet project objectives, ensure
accountability for quality of asset and
service performance

Accountability and Transparency

An emphasis on transparency and
disclosure of the rationale, processes
and outcomes, both public and private
sector need to have a clear and
specified accountability at every step

of the PPP project lifecycle

Flexible Financing

Different types of PPP funding and
financing strategies can be
incorporated into PPP procurement to
reflect market conditions and optimize
the value for money in a PPP structure

8D
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<
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®

Value for Money

This analysis is undertaken to see
whether a PPP is likely to offer better
value for the public than traditional
public procurement. It is an optimal
combination of costs and benefits in
delivering the service that user wants.

Optimal Risk Allocation

Adequate risk allocation between the
public and private parties in a way that
the risks are assigned to the party that
has the greatest capacity to manage
the risks at a lower cost, considering

both the public interest and the

project’s characteristics

Output-oriented

Key Performance Indicators should be
established to ensure that the required
services are delivered in accordance
with the output specification.

These principles are applicable across multiple stages of PPP Project Lifecycle and lay a foundation for a robust
PPP strategy roadmap as well as successful execution.
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1.6. PPP Project Lifecycle

The PPP Project Lifecycle consists of 4 stages which start from project identification and screening to post-procurement process. The implementing principles involves the
process of implementation of each of the stages in the PPP lifecycle and the desired outcome of following the process. The detailed process for each of the outputs will be
described in the PPP Guidebook.

Figure 6: Detailed PPP Project Lifecycle

Project lifecycle Kick — off point

’ Process

+ Preparing Projects pipeline
- Appoint external advisors, if needed

+ Screening and testing Project for PPP suitability.
Projects need to pass the minimum set threshold in
order to be considered as potential PPP projects

« Preparation of the Needs assessment

Project initiation request from Contracting
Authority/MOCI

Project identification
& screening

\

v
Project initiation + Preparing Project Concept Report
e : + Preparing the Business Case
Establishing PPP project - Preparing the Project Policy Document
+
- Business Case - Reviewing the Business Case
« Project Policy document « Developing and advertising the Expression of Interest
(“EQI")
- Preparing and issuing the Request for Qualification
("RFQ")

+ Evaluating the Statement of Qualification ("SOQ")

+ Developing and issuing the Request for Proposal
(‘RFP")

+ Responding to clarifications and preparing the Bidder
Clarifications Report

+ Receiving, evaluating bids and preparing the Bid
Evaluation Report

+ Negotiating with the Preferred Bidder

Project procurement process

« PPP Contract

« Financial Close
—_—

+ Appointing the PPP Contract Manager

« Setting up the contract and change management
structure and contract expiry procedure

» Conducting the performance monitoring and risk
management

- Preparing for contract management Handover

Post-procurement process

15

+ Signing the PPP Contract and reaching Financial Close

} Output

« Appointed external advisors
« Assigned project team

« Project initiation

- Needs assessment

« Project Concept Report
+Business Case
« Project Policy document

« ECI

« RFQ

+ S0OQ report

+ RFP

« Bidder Clarifications Report
« Bid Evaluation Report

« Preferred Bidder

« PPP Contract/Commercial

Close

« Financial Close

+ Appointed the PPP

Contract Manager

+ Define Contract

Management structure

» Handover of the asset



1.7. Institutional responsibilities

The PPP Unit has the institutional capacity to set up coordination and implement PPPs successfully. The PPP Law is the guiding document for outlining steps by which PPP projects
are identified, developed, appraised, implemented, and managed, along with the roles of different entities in the process. These steps will be described in detail in the PPP Guidebook

are summarized below

Figure 7: Detailed process mapping across key stakeholders, with Article references to the PPP Law

Prime Minister

Minister of Commerce and
Industry (MOCI)

Project Committee (Art.6)
(Cont. Entity + PPP Department
+ SAB ++)

PPP Unit (MOCI)

Ministry of Finance (MOF)

Government Entity/Contracting
Authority

Activity

Kept informed

1
1
1
1
| Assistance/ coordination |

’ Approval
’ Ratification

Process steps

0. NPPlist 1

Project
initiation
(Art. 4)

2 Project
Concept
Report
(Art. 5)

4
FUNY I —— -
U3 .5
s ] 4 HNEEs
3 — G 7

3 Business Case
development
(Art. 7)

4 Tender
Documents
(Art. 9,17)
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5 Evaluation,
Negotiation,
Selection of
Successful
Bidder and
Award
(Art. 8, 16)

6

Partnership
Contract
Between Public
and Private
Sector

(Art.1)

*Budget
allocation only

— I

7 Contract
Management

PPP Unit can
oversee and
request reports



Figure 8: Roles and responsibilities of stakeholders

Step 1 : Project Step 4 : Post
identification and Step 2 : PPP Project Establishment Step 3 : Project Procurement Process P&-
- Procurement Process
screening
. s L Project Concept . Tender Selection of Contract Contract
o Project Initiation Report e Business Case Documents Successful Bidder Signature Management

ACTIVITIES

Establish PPP project
budgets and initiate
projects by contracting
authority/ relevant agency

Approval required on
Project Initiation Request

Draft EOI, RFQ, RFP

Develop Project Concept Develop a detailed Track progress of project

Report defining the project Business Case with due and supporting Evalu_ate documents Negotiate and flnall§e milestones and facilitate
N s . documents (SOQ, submitted by bidders contractual terms with
objectives, procurement diligence of project ; S o . change management at
. S Bidder Clarification and select qualified Preferred Bidder and
option, stakeholders aspects and feasibility - . . the start and end of
involved, project scale analysis ST, BT ED BE2ET A URE L project lifecycle
’ Evaluation Report)
Approval and further Approval and further Approval required on
ratification required on ratification required on No approval required the Preferred Bidder No approval required No approval required
Project Concept Report Business Case selection

APPROVING AUTHORITY

Ministry of Commerce and
Industry

Project Committee/ PPP
Department/ Ministry of
Commerce and Industry/
Prime Minister

Ministry of Commerce
No approval required and Industry/ Prime No approval required No approval required
Minister

PPP Department/ Ministry
of Commerce and
Industry/ Prime Minister
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H.E. Prime Minister: The Prime Minister shall act as the highest approval authority for the following key
decisions under the PPP Law:

Ratification of the Project Concept Report;
Ratification of the Project Policy Document/Business Case and,
Approval of the award of the PPP Contract to the Successful Bidder

H.E. Minister of Commerce and Industry: The Minister of Commerce and Industry shall be responsible for
the following functions, as defined in the PPP Law:

Approval of the PPP Projects proposals

Recommendation for Ratification of the Project Concept Report to the Prime Minister
Recommendation for Ratification of the Business Case to the Prime Minister
Recommendation for Approval of the Preferred Bidder to the Prime Minister

PPP Unit of MOCI: The PPP Unit, which is set up within the Ministry of Commerce and Industry, has the
following responsibilities:

Act as the main Competent PPP Unit, as specified in the PPP law
Define the PPP Framework and prepare its documents

Test PPP Projects for their suitability and conduct studies to identify projects that may be procured under the
PPP Law

Provide approval on Project Initiation Letter based on the needs assessment submitted by the Contracting
Authority.

Set up Project Specific Committee for each PPP Project
Partake in Project Committee meetings
Conduct studies to identify projects that may be procured under the PPP Law

If requested, on behalf of the H.E. Minister of Commerce and Industry, review Project Concept Report,
Business Case and Preferred Bidder recommendation for recommendation for ratification or approval to the
H.E Prime Minister

Oversees the contract management post signing of the PPP contract and requests reports from the
Contracting Authority, when required

Project Committee: As specified in the PPP Law, a separate committee shall be formed for each Project,
upon a decision of the Minister, in coordination with the relevant Government Entities, provided that its
composition includes representatives of the Contracting Authority, the PPP Unit and the State Audit Bureau.
The Project Committee shall undertake the following:

Prepare the Project Policy Document (Summary of the Business Case) and submit it to the Minister of
Commerce and Industry for ratification

Evaluate tenders
Negotiate contracts

Submit a recommendation to the Contracting Authority and the H.E. Minister of Commerce and Industry in
relation to the successful bidder

Ministry of Finance: The Ministry is responsible to:

Maintains the National Projects Portfolio list. This list pre-clears the project with MOF to initiate it further. It
does not approve the project to be the PPP

Provide annual project budget pipeline to the PPP Unit
Allocate budget for the PPP Project upon award of the project to the Preferred Bidder by H.E Prime Minster.
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Contracting Authority: Public entities that intend to enter into a PPP contract pursuant to the PPP Law with
the following responsibilities:
Initiate the potential PPP Project
«  Confirm if the project was previously considered as Traditional. If it was, provide details.
* Provide Needs Assessment
Prepare the Project Concept Report
* Informs MOF of the potential PPP project
Prepare the Business Case for implementing the proposed Project
* Requests MOF of the potential budget allocation
Prepare Tender documents

Coordinate with the Project Committee to determine the appropriate method of Partnership for the Project or
service in accordance with the Partnership methods stipulated in the Law

Coordinate with PPP Unit (as defined in Article 8 of the PPP Law) to overcome any obstacles that may
prevent the implementation of the Project

Sign the contract with the successful bidder
Manages the contract post signing and provide reports to the PPP Unit, upon request
Sets up the Contract Management Unit that will manage the contract
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2. Project Identification and

Screening

2.1. Objectives

The objective of this stage of the process is to develop and initiate PPP projects. The Ministry of Finance provides
an annual project budget pipeline and the PPP Unit along with the relevant stakeholders outline how the proposed
PPP projects are aligned with social and economic benefits to the State of Qatar, and screen projects to test for

PPP suitability.

Figure 9: Output and Objective of Project Identification and Screening

Project Initiation Request

Enables the PPP Department or any
authority to initiate the process,
clearly stating the project objectives,

scale of project, proposed
infrastructure, procurement mode,
indicative procurement timeline etc.

Need Assessment Report
Undertaken to assess whether the
project meets the objective of 0 1

national strategies laid out by the
State of Qatar

For further guidance on many
aspects of PPP project lifecycle and
structuring

The outputs achieved in this process will screen projects to test for PPP suitability and analyse if Value for Money

can be achieved.
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2.2.2




4

2.2. Guidance

2.2.1. Needs Assessment

In summary the Project can be initiated by one of the following stakeholders:
1. PPP Unit
2. Contracting Authority (Any government ministry or entity)

3. Private Sector

Any PPP Project that is initiated by one of the above-mentioned entities has to be initiated together with a Needs
Assessment Report. Needs Assessment is the study, conducted by the initiating entity, that demonstrates that
there is a clear need for the proposed project. This is a requirement before proceeding with the Project Concept

Report.
In this section, it is advised to detail how the project will meet a demonstrable service gap. In order to achieve
this, the following assessment should be undertaken:

Section Description

Determine to what extent the Project would meet the Contracting

Define project objectives Authority’s objectives

Assess key financial, technical, and legal options available to meet
Assess options project objectives, and decide on a preferred solution that will be
evaluated in-depth

Define the key stakeholders for the project and engage with these
stakeholders to outline subsequent parameters; and, outline the
scope of the project. Key aspects to detail will include, but not be

limited to:

Evaluate project scope ) ) .
e List of state assets that will be utilised

e List of enabling works required

¢ Roles and responsibilities of the government and the private
sector on the project

After evaluating all options, provide reasoning for private sector

Assess serviceable gaps
intervention to successfully achieve the project objectives

The PPP Unit will initiate a project should it so desire — particularly if it receives an unsolicited proposal directly
from the private sector (see Appendix Section 6.1. for guidance on unsolicited proposals), or if the Contracting
Authority requests the PPP Unit to lead the initiation stage due to overcapacity.

2.2.2. Project Initiation Request

Given that the Needs Assessment declares that there is a need for a particular project that is potentially suitable
for PPP, the PPP Unit or any other entity that is initiating the project, can draft the Project Initiation Request for

that project.
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Project Initiation Request must follow the format provided in Appendix Section 6.2. of this document. The PPP
Unit will submit the project initiation request together with the Needs Assessment to the Contracting Authority for

their endorsement.

2.2.3. Appointment of External Advisors

After the approval of the Project Initiation Request and the Needs Assessment, the Contracting Authority must
assess the need for resources and enlist the type of advisors required to implement the PPP process and execute
the project over the years. Financial, technical, legal, surveyors and other advisors will need to be identified by
the Contracting Authority. The Contracting Authority is recommended to appoint qualified advisors who can
support them in managing the multiple stages of the PPP project lifecycle. In doing so, the Contracting Authority
must develop detailed terms of reference (ToR) for the appointment of the external advisors. The ToR should
include project background, detailed scope of services, key deliverables, timeline, and payment milestones.

Scope of the External Advisors should cover the following tasks at various stages of the project lifecycle:

e Project Concept Stage - to develop the Concept Report as per the requirements of this PPP Guidebook
and the PPP Law as applicable.

e Business Case Stage - to develop the Business Case as per the requirements of this PPP Guidebook
and PPP Law as applicable.

e Project Procurement Stage - to prepare for and implement the PPP procurement process, including
preparing all necessary documentation to enable the Contracting Authority to obtain relevant approvals.

Contracting Authority should also specify the eligibility criteria for the External Advisors to ensure that the advisor
has the necessary experience and skillsets to manage the procurement activities of the project. Typical eligibility
criteria for transaction advisory services includes a combination of technical and financial parameters. The
technical parameters may include the following:

a) Firm credentials — experience of similar transactions (regional and international).

b) Experience of the team — the professional skills and experience of the team in project finance, contract
and administrative law, PPP procurement management, project management, and in technical disciplines
relevant to the particular project.

c) Approach and methodology — understanding of the scope and recommended methodology to achieve
the objectives on time.

d) Financial capacity (threshold in terms of turnover)
Financial parameter would be the fee quoted.

Only after the evaluation and scoring of the technical proposals, the financial proposals should be opened. While
the weightings for the technical and financial Proposals would depend upon the complexity of each project, the
weighting for the technical proposal should ideally be in the range of 60 - 80%.

The procurement process for appointment of External Advisors should be conducted in accordance with the
procurement rules and regulations applicable to the Contracting Authority.
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2.3. Approval Process

For the Project Identification and Screening phase, the PPP Unit recommends the approval of Project Initiation
Request and Needs Assessment Report endorsed by the Contracting Authority. The final decision of approval or
rejection lies with the Minister of MOCI.

Figure 10: Approval Process for Project Identification and Screening

Prime Minister

Minister of Commerce and

¢ Industry
i PPP Unit (MOCI ‘ 11 H 12 ‘ -D| 13 }—

Ministry of Finance

Project Committee

Contracting Autharity

Process steps

11

If decided, PPP
Unit, together

MOF will
provide

Contracting Authoerity initiates a
project in the same way as above

annual project

budget ministries, will
pipeline to the conduct yearly
PPP Unit screening of

with selected

PPP projects to
come up with
the pipeline of
projects

and submit the project initiation
request to the PPP Unit for review.

PPP Unit can also initiate the
Project they want and ask the
Contracting Authority for the Needs
assessment or receive the
unsolicited proposal/Needs
assessment from the private sector.

project initiation
request, together
with the Needs
assessment, to
the Contracting
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rejection to the
Minister who will
make the final
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PPP Unit, PPP recommends approval,
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the next step of the
lifecycle
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2.3.1. Recommended timelines

Duration

1.1 Annual project budget Within 1 W‘?ek of
producing it
1.2 Screening of PPP projects 1 month
1.3 Needs assessment 1 month
L Within 1 week after
Project initiation request
1.4 o Needs assessment
submission ;
preparation
Review and recommendation of
1.5 2 weeks
Needs assessment
1.6 Appointing external advisors 3 months Thls_mcludgs preparing th RFP,
receiving bids and appointing advisors
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Submit Project
Initiation Request

(1 week)

g

Weeks !
® ® ° ® ®
Finalise annual Screen PPP Projects Complete Needs Review and Appoint External
project budget (1 month) Assessment suggest Advisors
(1 week) (1 month)  recommendations (3 months)

on Needs
Assessment

(2 weeks)

2.4. Roles and Responsibilities

1.
reviewing and approving project initiation request and needs assessment.

2. Contracting Authority: The Contracting Authority must collate a longlist of projects and, in conjunction with
the PPP Unit, undertake an initial needs assessment of the PPP projects it wants to initiate and draft project
initiation request to PPP Unit for review. After approval of the request, the Contracting Authority can assign

external advisors after assessing the resources required to implement the project.

PPP Unit: The PPP Unit will be in charge of undertaking needs assessment for the submitted proposals and

3.
recommending the endorsed PPP projects to H.E Minister of Commerce and Industry for approval.

H.E. Minister of Commerce and Industry: The Minister of Commerce and Industry will be in charge of
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3. PPP Project Establishment

3.1. Objectives

The objective of this stage is to critically analyze the project by developing a business case that provides a
qualitative and quantitative assessment of the project. This stage requires the stakeholders to align on the project
objectives, commercial and financial viability, and the mode of procurement of the PPP project.

Figure 11 Output and Objective of PPP Project Establishment

Project Concept Report

Aims to highlight the key aspects of
0 1 the Project, including its overall
objective, project description,

procurement options analysis and
roles and responsibilities of various
stakeholders

Business Case
Enables the critical assessmentof a

project and the preparation of a 0 2
robust implementation plan,

regardless of the eventual method
and option of procurement adopted

Project Policy Document

Serves as a summary of the
Business Case and clearly outlines
key recommendations arising from

sections of Business Case

The above output is pertinent to achieve the following objectives:
ensure accountability and transparency in identifying the delivery option that provides the greatest VFM

savings;
ensure that sufficient information is provided in order to secure commitment to the best VFM delivery option;

and,
establish a mechanism to gauge and monitor performance at each stage of the project’s lifecycle
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3.2. Guidance
3.2.1. Project Concept Report

The first deliverable after the approval of the Project Initiation Request is the Project Concept Report, which
serves as an overview of the project, and includes a brief description, an initial needs assessment, a high-level
cost estimate, and a proposed project delivery timeline. The Project Concept Report must be prepared for all
projects that are have the Project Initiation Request approved. Project Concept Reports must be prepared by the
Contracting Authorities responsible for the project. PPP Unit will set up the Project Specific Committee only after
their Project Concept Reports are recommended for approval by the H.E. Minister of Commerce and Industry
and ratified by the H.E Prime Minister.

The summary template for the Project Concept Report is provided in Appendix Section 6.3. of this document and
it needs to be populated once the Project Concept Report is finished and submitted together with the report. The
report must be brief in nature, typically not exceeding a length of 10 to 15 pages, and comprises primarily of the
following sections:

Section Description ‘

Establish alignment of the Project with national and Contracting
Section 1: Project Objective Authority objectives, with specific mention of the pipeline of priority
projects and Qatar National Vision 2030

Provide an overview of the Project, including a brief description of
what it would entail; outline the need of the Project and how it
would meet a demonstrable service gap; specify the parameters
. ) . - of the Project in terms of technical and operational requirements;
Section 2: Project description . : - . . .

determine the broad financial and economic parameters, including
broad cost estimates; and identify the role of the private sector and
how their expertise can be leveraged for the procurement of the
Project

Provide an assessment to verify the suitability of the project as a
PPP. Note that at this stage, it is not expected that the
Contracting Authority provides a recommendation on the precise
delivery mechanism. This should be addressed at the Business
Case stage.

Section 3: Procurement Options
Analysis

Outline the key roles and responsibilities of the stakeholders,

Section 4: Roles and responsibilities including that of the Contracting Authority

Procurement Options Analysis This step involves an assessment to verify the suitability of the project as a
PPP. The following criteria should provide a guide to the Contracting Authority in verifying if the project is
appropriate as a PPP:
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Figure 12: Determining factors for PPP Suitability

Factors Description

Are transaction costs likely to be justified?

L — _ Projects with a capital expenditure of lower than CAPEX and

——{}4 Scale of the Project OPEX Recommended Thresholds generally do not result in

— & — VFM savings significant enough to justify the transaction
costs

Is it possible to draft a contract that will hold the provider

Outputs capable of clear accountable?
specification Draft provisions with clear Key Performance Indicators

Is there good reason to believe that a PPP will provide
Jﬁ*l' VFM compared to the alternative of traditional public

Opportunities for risk transfer procurement?

Assign risks to the party best able to control or bear them

Is the project commercially viable and what is the level
AE . ) of market interest in the project?
Joo Market capability and appetite
P

Potential to attract users to the project and achieve the
overall project objective

Is the project affordable for the government?

Initial affordability assessment Assess cost of services (unit cost comparisons with other
similar and recent projects)

/' N
©
N _71

Whether financial institutions are willing to finance the
Initial bankability analysis project and under what terms and conditions?

Project returns justify attracting investors to the project
(Source: PPP Knowledge Lab, South Africa PPP Manual)
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Type of PPP Solutions:

a) Existing asset solutions. This involves upgrading or refurbishment of an existing infrastructure
already owned by a Contracting Authority.

b) Non-asset solutions. This does not involve creation of additional assets, but is instead focused on
improved service delivery, developing initiatives to manage demand more effectively or increasing the
use of existing assets.

c) New asset-based solutions. This involves development of new infrastructure.

Whist a PPP format can be applied to both asset-based projects and non-asset based projects, it is more
suitable for asset based projects (including those that involve major refurbishment) where the focus is to
achieve value for money to all stakeholders through delivery of performance linked operational efficiencies.

A template for evaluation of procurement options has been provided in Appendix XX. The project team needs
to fill this template to decide the suitability of PPP.

Delivery model options

The various delivery model options for project procurement along with assessment of suitability and value for
money drivers are listed below:

Procurement option When to use (suitability criteria) Value for money drivers

PPP — contractual e Sufficient scale and long-
arrangement between a term nature

. i Complex and long-term
Contracting Authority and P d

infrastructure projects
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Procurement option

a Private Sector Party for
delivering services and /
or finance relating to the
provision of infrastructure
assets.

Private Sector Parties will
typically finance and build
the facility and operate
and/or maintain it to
specified standards over
an agreed tenure.

Construct only —an
arrangement whereby the
Contracting Authority has
full responsibility for the
design and engages a
construction contractor to
develop the design
documentation that forms
part of the tender for the
works.

The Private sector party
is responsible only for
construction of the
infrastructure asset.

Design & construct —an
arrangement whereby the
Contracting Authority
prepares a design brief,
which outlines the
functional and key user
requirements for the
works but is less
developed and detailed
than under a construction
only arrangement.

Thereafter, the
Contracting Authority
conducts a tender to
choose the most suitable
design.

The Private sector parties
are responsible for
detailed design in
accordance with
specifications and

When to use (suitability criteria)

Outputs can be clearly
defined, measured and
monitored

Scope for innovation
Whole-of-life asset
management is achievable
and cost-effective
Market interest
Opportunities for
appropriate risk transfer
Potential for third-party
revenue

The scope is defined and
there is little likelihood of
scope creep or wholesale
changes to requirements
Little incentive or need for
innovation from the
contractor

It is desirable and there is
sufficient time to complete
design documentation
before tendering

Limited opportunity for
bundling
services/maintenance and
creating whole-of-

life efficiencies

The Public Entity's
requirements are tightly
specified before tender or
do not change
Government is best placed
to manage most project
risks

Limited opportunity for
bundling
services/maintenance and
creating whole-of-

life efficiencies

Value for money drivers

e Complex risk profile and
opportunity for risk transfer

e  Whole-of-life approach from
integration of design,
construction, operation and
maintenance over the life of
an asset, in a single project
package

e Innovation

Appropriate third-party use of
facilities, reducing net cost to
the Contracting Authority

o Efficiency of contract
management

e Larger pool of potential
tenderers which leads to
increased competition

e Greater scope for
competitive prices because
of design certainty

e Contract value is set before
construction starts

e Single point of accountability
for design and construction
Fixed price contract

e Potentially, reduced overall
project cost because the
contractor has the
opportunity to contribute
construction experience into
the design, resulting in
innovation and efficiencies
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Procurement option When to use (suitability criteria) Value for money drivers

construction based on the
approved design.

Checklist for Concept Report stage

SN Item Check
1 Has the Project Concept Report Summary been completed? (refer Appendix 6.3.) a
2 Has the Procurement Option Analysis Form been completed? d
3 Has the ToR, Eligibility Criteria and Procurement process for appointment of External d

Advisors been finalized (if applicable)?

4 Has a list of approvals required from other ministries been prepared? d

5 Has the process for seeking approval from other ministries been initiated? a

3.2.2. Business Case

A traditional Business Case focusses on the assessment of public policy, and economic and technical feasibility
studies conducted by the Contracting Authority. The aim of a PPP Business Case is to go beyond this and
undertake a detailed procurement options analysis in order to identify the most appropriate method of
procurement that provides the greatest VFM savings. The Business Case is to be developed by the Contracting
Authority and should comprise of, at a minimum, the following:

1. Budgetary process
Needs assessment
Procurement options analysis
Due diligence

Financial Model

Qualitative and guantitative VFM analysis

2

3

4

5

6. Risk assessment
7

8. Procurement Decision
9

Procurement Strategy and Roadmap

The Business Case is not intended nor must it be perceived as a tool to gain approval. Instead, it is a necessary
procedure that enables the critical assessment of a project and the preparation of a robust implementation plan,
regardless of the eventual method and option of procurement adopted. The Business Case development process
outlined in this section represents a standard process to be followed by Contracting Authorities. However, since
the circumstances of individual projects vary greatly, Contracting Authorities are encouraged to consult the PPP
Unit in order to discuss how these may need to be tailored to suit the particular needs of the project in question.
The summary template for the Business Case is provided in Appendix Section 6.4. of this document and it needs
to be populated once the Business Case is finished and submitted together with the Business Case.
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Budgetary Process

The Guidebook envisage that all projects shortlisted for implementation as PPPs are undertaken as PPP Projects.
Hence, all projects with a Project Value! of more than CAPEX Recommended Threshold value should be tested
for PPP suitability through a robust process of a feasibility assessment.

As specified in the PPP Policy Document, there are two elements that need to be considered when screening
the project for PPP suitability, i.e., total project cost with a threshold of QAR 500 million and/ or average
government commitment of QAR 20 million on yearly basis.

Typically, projects with a project value of less than recommended threshold are not expected to provide VFM
savings as a PPP. However, once projects cross this project value threshold, the leveraging of private sector
innovation may result in significant savings to the government. As a result, the testing of suitability for PPPs
through the preparation of a detailed Business Case is mandatory for projects with a Project Value of more than
CAPEX Recommended Threshold. Moreover, in brownfield projects or CAPEX-light projects that have a
significant annual operating expenditure, the utilisation of private sector expertise can similarly result in large
VFM savings through the lifecycle of the project. Consequently, it is also mandatory for projects with an annual
operating expenditure of more than QAR 20 million OPEX threshold to be tested for suitability as a PPP.

For projects with a Project Value of less than CAPEX Recommended Threshold, the testing of suitability as a
PPP is not mandatory. However, in areas where the government has limited precedent experience of
procurement, where the private sector has the capacity to produce truly innovative solutions, and where the
Government entity is of the opinion that utilising the private sector can result in VFM savings, testing for PPP
suitability is permissible.

Needs Assessment within a Business Case

Need assessment is about the proper identification of the outputs and objective of the project, which is critical to
achieving the desired outcome. The need for a new service can stem from several reasons, i.e., new Government
policies, regulatory compliance, increased demand for services, replenish asset capacity, provide an alternative
range of services, business improvements and efficiencies, sustain service delivery, or enhance service capacity.

An overall need assessment should be carried out, taking into account the types of services users will need, total
user demand for those services, and all sources of existing and planned delivery of services.

The Contracting Authority would need to question itself on whether there is a need for the proposed development,
whether the capacity of existing assets is adequate to provide the quality service delivery, the lifecycle of existing
asset and whether it is time to replace it or augment capacity.

Procurement Options Analysis

Potential procurement options should be evaluated against the objectives of the project, whole-of-life costing,
detailed output specifications, the utility of each option in achieving the objectives in an efficient manner, the
feedback from market sounding, and the qualitative and quantitative risk assessment — details of which can be
found in the subsequent sections.

While evaluating each delivery option, consideration must be given to:
e The capability of the private sector to deliver its portion of the required work and manage the allocated risks
e The ability of the Contracting Authority to finance and deliver its obligations

e The achievement of strategic and project outcomes, especially those denoted specifically by the State of
Qatar

e The extent to which the model accounts for exogenous changes in conditions
¢ Whether the project has any unique characteristics that make it unsuited to traditional methods of delivery

e Whether the project has risks that, even if appropriately allocated, exceed organisational or market tolerance
levels.

1 The project value refers to the sum of capital expenditure for the Project and annual operating expenditure till the Project
is with the Private Sector
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The methods of delivery considered can range from traditional government-funded procurement through to a
design, build, finance, operation, and maintenance contract. Based on the benchmarking conducted and
extensive consultation with key stakeholders, the Contracting Authority can prepare a longlist of the delivery
models that can be assessed. These will vary according to the nature of the project and will be refined following
the market sounding exercise, aimed to gauge the appetite of the private sector to finance and procure such a
project.

Moreover, the Contracting Authority should assess whole-of-life costs, including initial capital expenditure,
maintenance and refurbishment costs, operational costs, and the cost of any associated enabling works. This
will ensure the comparison is between delivery models that are similar in nature, further helping in narrowing
down the longlist.

Choosing the most suitable delivery model depends on the Project’s risk allocation structure, OPEX, CAPEX
assumptions, as well as its technological and design requirements.

Due Diligence

The Contracting Authority should outline the requirements and construction works required for the project to be
implemented, which includes assessment of issues related to technical, environmental, legal, social, and other
aspects of the Project.

Technical due diligence

The Technical Advisor, appointed as a member of the External Advisor consortium in the first stage of the
process, should determine the technical specifications for the project suitable for a PPP. It should conduct a full
review, including visits to project sites identified by the Contracting Authority to assess site feasibility; identify
potential roadblocks to project implementation, such as the provision of utilities, harmful effects on the
groundwater table; assess accessibility to site; requirements of parking space; and assess other issues that may
arise.

The Contracting Authority is encouraged to actively support the External Advisor during this period by facilitating
site visits and meetings with applicable government agencies. This will allow the External Advisor to gauge the
status of future utility connections, discuss access and egress issues, and discuss the construction of roads near
the site, amongst other issues.

The Technical Advisor should estimate the costs for the project, including capital costs required to meet stated
outputs, operating costs, and maintenance costs. The costs should be estimated based upon benchmarking
analysis conducted using local and regional precedent projects, following inputs and validation from the
Contracting Authority. In addition, revenue should also be estimated by the Technical Advisor with the aid of a
comprehensive demand assessment that takes into account the scope of the project, benchmarking analysis of
comparable projects, and primary and secondary surveys, amongst other project-specific methodology, as
determined to be appropriate in conjunction with the Contracting Authority.

Environment due diligence

The Environment Advisor will prepare an environmental scoping report, detailing requisite background
information on environmental conditions. They will also outline the process that addresses environmental, social
aspects and associated regulatory issues during the procurement stage, and that helps with avoiding
retrospective orders for compliance. The Legal Advisor in conjunction with the Environmental Advisor should
consider the existing regulatory framework, summarise relevant environmental legislation, and any project-
specific regulations that the Preferred Bidder should take into consideration while implementing the Project.

The Contracting Authority should specify a generic set of environmental standards applicable to all projects.
These standards can be developed by Ministry of Municipality and Ministry of Environment and Climate Change,
or be aligned with international standards, such as the International Finance Corporation’s guidelines or the
Equator Principles. For negative impacts of the project that deviate from the specified standards, mitigation
strategies will need to be discussed with key stakeholders.

Legal due diligence

The Legal Advisor, hired as part of the External Advisor consortium, is encouraged to undertake an extensive
review of the existing Qatari regulatory environment that covers all the legal aspects relevant to the
implementation of the Project. The legal due diligence should address the following issues:
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e PPP-specific, land, construction, and operation related issues

o Review of employment law that private sector will have to abide by, including transfer of staff
e Any existing contracts that private sector will have to honour

e The regulations regarding the production of an adequate, bankable security package

e The rights of private sector, such as an ability to grant security over bank accounts receive payment, and
collect revenue directly from end users

e Currency matters and monetary regulation as to whether the Project can be denominated in currencies other
than QAR

e Any existing loan tenor regulations, exchange controls; and, regulations regarding interest rate swaps
Financial due diligence

The Financial Advisor should undertake a review of the financial estimates utilised as inputs in the base case
model. The financial due diligence should analyse the relevant cash inflows and outflows for the Project.

The Financial Advisor must ensure that a block cost estimation has been undertaken, with all the relevant cost
items included from CAPEX and OPEX and conduct a secondary review of the estimates provided. This step is
particularly important as inaccurate costing can bias the VFM calculation which will, ultimately, be utilised as the
primary method of determining whether the project should be procured as a PPP or not. In addition, the Financial
Advisor should also consider whether the Contracting Authority can afford to procure the project, in terms of the
budget and/or the end user of the services and must evaluate the Project structure to include appropriate
accounting and tax considerations.

Social due diligence

If applicable, the Technical or Financial Advisor may undertake an assessment of the project’s impact on the
local economy and community, including impact on the health of the citizens, protection and development of the
culture and tourism, education and public services.

Benchmarking Analysis

The Contracting Authority can conduct a precedent review of PPP procurements in the same sector i.e., study
existing options for financing structures, examine the procurement processes and project implementation, as well
as any associated practices that contributed to an efficient procurement process — all these elements can provide
valuable insight into the procurement of the project into consideration.

Market Sounding

For a PPP project to be successful, the Contracting Authority should ensure that there is sufficient market interest
and that a quorum of interested qualified bidders and developers are in place. Given that, at this stage, the
Contracting Authority is aware, broadly, of the nature of the project and has a working knowledge of the initial
version of what outputs might be required; this is the appropriate time to gauge the interest of the private sector
in such a project.

Importantly, even if the project were to provide real VFM, and satisfy important policy aims and agency objectives,
the private sector might be unwilling to invest, either because companies do not have the sufficient economies
of scale to realise value from the project, or because they fear the lack of proper financing options, amongst many
other possible reasons. In order to undertake the exercise effectively, the PPP Unit will support the Contracting
Authorities in the market sounding activities.

For projects where sufficient interest and expertise have already been established, as determined by the
benchmarking analysis, the Contracting Authority can focus on the private sector deemed to be interested in
projects of a similar nature, by virtue of having participated previously. To gauge this interest, the Contracting
Authority can circulate the Expression of Interest (see section 4.2.1. for more details). It is important to emphasise
to any interested participants that the process only constitutes the beginning of the project, and that the project
might not proceed to procurement stage, and, if it does, they will have to go through the entire procurement
process without any scope of favouritism. The Contracting Authority should demonstrate that sufficient number
of market players have been consulted and should ensure that the outcome of the market sounding is detailed

in the business case.
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Payment Mechanism

For each of the shortlisted options, the Contracting Authority must outline the resultant payment mechanism,
which details how payments will be made by the relevant Contracting Authority to the Preferred Bidder. The
mechanism must detail the structure of the payment, milestones upon which they are delivered, any related
penalties and incentives and their payment structure, and the relation between the nature of the payment and
performance indicators or other provision determined by the PPP delivery mode.

The shortlisted options, along with the relevant payment mechanism structures, will act as necessary inputs in
the risk assessment and the financial model.

Financial Model

Contracting Authority must be required to submit a detailed financial model for the Project which are to be linked
to the relevant form sheets, including:

e General requirements — Contracting Authority should be required to take relevant regulations as determined
into consideration, as, for instance, that the model must be capable of generating all calculations, that a given
concession period should be assumed. Moreover, broader modelling guidelines can also be supplied — such
as the usage of logical operators instead of complex nested functions, the usage of notes where formulae
are complex, flexibility in terms of the ability to run sensitivities, etc.

e Model inputs — Contracting Authority must also be required to provide a summary of the financial and
economic assumptions utilised for the model that must be linked to the rest of the model and be fully functional
upon submission to enable a detailed evaluation

e Model outputs — Contracting Authority must be notified of the requisite financial projections that are required
to be produced by the model, such as a cash flow statement with ratios, a P&L account, and a balance sheet,
etc.

e Model sensitivities — Contracting Authority must be notified of the sensitivities that must be run as part of the
model, which can include EPC cost overruns, O&M cost overruns, and inflation, for example.

Risk Assessment

The management of risk is an integral part of all infrastructure projects, and the Contracting Authority must outline
the generic and procurement method-specific risks that the project entails. Whilst proper allocation of risk can be
extremely cost-effective, risk misallocation increases project costs and grievously impacts service delivery
quality. Therefore, the Contracting Authority must abide by the key principle of risk allocation: ensuring that risk
is allocated to the party that can manage it efficiently. To that extent, the Contracting Authority is expected to
accomplish three critical tasks at the end of this section:

e Build a risk matrix that includes the relevant risks impacting project feasibility
e Develop a standard risk evaluation mechanism to assess the impact of potential risks
o Formulate appropriate risk management and mitigation strategies to optimise risk allocation

To execute a proper risk assessment process, the Contracting Authority is advised to follow the following
sequential steps:

Step 1: Identification of risks
A number of techniques could be used to identify risks associated with the project including:
e Structured review meetings — wherein key stakeholders participate and articulate the probable risks

e Risk audit interviews — wherein experienced managers and/or advisers conduct sessions with stakeholders
in order to better understand and quantify the risks involved

e Risk brainstorming workshops — which includes all key members involved with the project and encourages
innovative, original ideas

A generic list of infrastructure project risks can be circulated at the beginning of such sessions in order to better
inform thinking. Once sufficient experience has been gained by the Contracting Authority in such projects,
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testimonials from prior projects on risk management in practice can also be shared. It is advised that these
meetings should involve senior representatives from the Contracting Authority and the External Advisor
consortium — comprising technical consultants such as design engineers, legal advisers and risk analysts as part
of the broader financial advisory team, in addition to other governmental and external representatives as deemed
fit — in these discussions.

Step 2: Identify the potential impact and estimate the probability of occurrence for each risk
The potential risk impact can be categorised under three elements:

o Effect of risk: The effect that each risk brings to the project, which can manifest itself as cost overruns, timeline
delays, and wrongly ascertained revenue, amongst others

e Timing of risk: The period of the project the risk manifests itself in

e Severity of risk: The magnitude of the risk on the project — often expressed as a percentage value; for
instance, capital cost overrun risk could be expressed as being valued at 20% of the original value.

The measurable impact of the risk will also depend on its probability of occurrence. The Contracting Authority
could identify the probability of risks by:

e Examining any encountered risks that occurred before in previously executed similar projects

o Estimating the most likely probability depending on the key stakeholders’ similar experiences on other types
of projects.

Some risks may be regarded as having low probability of occurrence, but their economic impacts may be
considerably high. Hence, at this stage, it is crucial to analyse all risks, even those indicating lower probability of
occurrence.

Step 3: Calculate the cost of each risk

The probability of occurrence and the impact of the risk can then be combined into a matrix, in order to provide
a measure of the combined significance of the risk, and can then be ranked from the highest significance of risk
to the lowest, thus providing a measure of which risks need to be prioritised for the particular project, based on
extensive consultations with relevant stakeholders. The Contracting Authority can then prepare a risk
management strategy for those risks retained by the Contracting Authority, with the aim of optimising risk
allocation.

In order to calculate the project risk value, a five-step calculation methodology should be followed:

e Establish the base case — the best estimate for each risk option that necessitates assessment of how much
it will cost in economic terms

e Calculate the impact severity — assign “Best” case, “Most likely” case, and “Worst” case scenario
percentages, building up on the potential impact determined in Step-2

e Calculate the potential value — multiply the base case by each percentage to estimate the potential value of
each scenario

e Assign the probability of the risk — estimate the probability of each scenario occurring (sum = 1)
e Calculate the expected value of the risk — multiply the potential value by the respective probability
Step 4: Risk Allocation

Identify in this section which party should bear each risk identified in Step 1. The main objective is to allocate risk
to the party best able to manage, control and mitigate it. Risk can be assigned to either the Contracting Authority,
or the bidder, or a risk can be shared between parties.

Step 5: Build the risk matrix

Following the cost calculation and risk allocation exercises, a table summarising the value of risks across the
project phases, with allocation divided by cost group should be created for each PPP model being evaluated.

Step 6: Identify strategies for mitigating the risks
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As the last step, the Contracting Authority is expected to list out certain risk mitigation techniques for each
retained risk listed in Step 5. The risk matrix can then be expanded to include mitigation strategies and ways to
implement such strategies for the Contracting Authority.

Risk mitigation is about minimising and controlling either or both the consequences and the probability of a risk
eventuating. Factors that may help mitigate undertaken risks include:

e ability to influence directly the probability of a risk eventuating
e utilising proven technology and reputable contractors
e developing effective monitoring and risk management practices

e maintaining appropriate insurance coverage

Value for Money (VFM) Analysis

Within the context of PPPs, VFM analysis can be summarised as the process of developing and comparing the
Project’s total costs, under the two delivery models: traditional procurement and PPP. VFM only exists when the
risk adjusted costs of the PPP option are less than risk adjusted costs of conventional procurement. This can be
measured in two ways — a Qualitative and a Quantitative Assessment, both of which the Contracting Authority is
expected to perform in order to assess VFM with an objective and comprehensive manner. In order to achieve
this, sequentially, the Contracting Authority should:

e Carry out a quantitative VFM assessment:
o Create a base case model (BCM), which reflects the cost of traditional procurement to the government

o Develop a risk adjusted BCM, which adds the weighted cost of each risk to the BCM, and functions as
the Public Sector Comparator (PSC)

o In parallel, develop the PPP model(s), which accounts for the required payment to be made by the
government to the private sector — depending upon the payment mechanism — the costs of the private
sector during construction and operation, required equity return, financing structure, etc.

o Perform the quantitative assessment, which compares the net present cost of the risk-adjusted BCM to
the governments with the net present cost of PPP option

e Carry out a qualitative VFM assessment, which outlines the benefits of procuring the project as a PPP
following consultations with key stakeholders

e Compare quantitative results of different procurement options along with the qualitative aspects that each
option provides

Quantitative VFM Assessment

The quantitative VFM assessment is a crucial step in determining whether a project should be procured as a PPP
or not. Therefore, it must be determined on a project-by-project basis as each project will provide a different
potential for delivering VFM. Quantitative VFM analysis will assist the Contracting Authority in completing the
following critical tasks:

e Establish the PSC for delivering the project through traditional procurement

e Adjust the BCM model for the risks that would be transferred to the private sector under PPP procurement,
and determine whether a PPP option is preferable over the traditional method because potential benefits of

PPP prevail over traditional costs

e Evaluate the procurement options accordingly, and choose an option, or combination of options, which offers
the greatest VFM and appears the most appropriate one to be implemented on the project

Quantitative VFM assessment will cover the development of three different models for comparison:
e Base Case Model (BCM)
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¢ Risk-adjusted BCM
e Risk-adjusted PPP Model (to be compared with the risk-adjusted BCM)
a. Base Case Model (BCM)

The Contracting Authority is advised to develop a Base Case Model as the first step in the development of a PSC
model, which will include estimates of the key capital, operating, and lifecycle costs of the public sector
undertaking the key requirements of the Project using a traditional procurement method. The BCM does not
include the quantification of the risk which would be transferred to the Preferred Bidder under the PPP and,
therefore, it is not appropriate to compare the cost of the BCM against the cost of the PPP. The model should
include all kinds of cash inflows and outflows including but not limited to:

e Capital costs: cost of constructing the relevant facilities as detailed in the project scope, procuring raw
material and associated project-specific equipment, land, etc

e Operating costs: includes cost of operating facilities, labour costs, cost of maintaining facilities, and
administrative/SPV running costs

e |ndirect costs.
b. Risk-adjusted BCM

The risk-adjusted BCM model accounts for risks that are usually retained by the government under traditional
public procurement methods. The risk-adjusted BCM equals the BCM plus the costs of risks identified in the Risk
Assessment section. This model will then be used for the VFM comparison with the risk-adjusted PPP Model.

c. Risk-adjusted PPP Model

The PPP model serves as a risk-adjusted estimate of the cost of procuring the project as a PPP. The Contracting
Authority must ensure that the underlying base costs in the BCM reflect the costs to government of providing the
services to the same specification as expected from the private sector. In addition, it will include PPP-specific
financing costs, such as the cost of debt and equity, define a target equity internal rate of return (“IRR”), and
solve for the project IRR, which will then be used to compare different scenarios.

Model Assumptions

The Contracting Authority must detail all the assumptions of the model, which will be derived following
consultations with related stakeholders. These should include:

e Financing assumptions (target debt/equity ratio, target debt service cover ratio, tenor of loan, interest rate,
target equity IRR, unitary charge indexation percentage, working capital days, etc.)

e Estimation of land value

e Underlying base costs (site development, design, construction — including raw materials, plants and
equipment, labour, and site management costs — internal fit out and external works of landscaping costs,
facility development, SPV costs, administrative costs; facilities management, labour costs, major
maintenance costs, etc.)

e Discount rate
Note on discount rate assumption

The discount rate is utilised as a way of calculating the net present value (“NPV”) of future cashflows, and the
selection of an appropriate rate is crucial to informing the Contracting Authority’s decision. Globally, there are a
number of approaches for calculating a suitable discount rate, ranging from a long-term government borrowing
rate, to a government rate plus a risk premium applied to the PPP model, to the cost of capital of the private
sector party. Due to the mechanics of how a discount rate calculation works, a higher discount rate would increase
the likelihood of a PPP passing the VFM test.

In summary, there are three broad options for determining the discount rate:

1. Where the risk-free rate is utilised for the PSC and PPP — as in Portugal, for example;
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2. Where the risk-free rate with a project risk premium is utilised for the PSC and PPP — as in the United
Kingdom, for example; and,

3. Where the risk-free rate is utilised for the PSC and the risk-free rate + a project risk premium is used for the
PPP — as in Australia.

Option 1: The government risk-free rate — usually a government bond with a tenor that is similar to the project
length — is used for the PSC and the PPP models.

e PSC model — as the government will borrow as a whole, and not on particular projects, in Qatar, it is
appropriate to use the risk-free rate; and,

e PPP model — using the same rate allows for a like-for-like comparison for the evaluation of VFM.

Option 2: Sum of the government risk-free rate plus a project risk premium is utilised for both the PSC and the
PPP models with the purpose of reflecting the project cost of financing for the private sector accurately and
incentivising the private sector to participate in riskier projects. The PPP Project Team must note that, for the
same project, everything else staying equal, using this higher discount rate is likely to show greater VFM than
using only the risk-free rate, as shown below.

NPV calculation

NPV is the sum of the present values of future cash flows. The formula for calculation is
shown below:

uc, uc,

3

NPV of unitary payments = UCy + ———+ - + —+
of unitary payments = Uy + 757+ Ty T Wy

Where UC is the unitary charge/availability payment, r is the discount rate, and the
concession period is 25 years. If the discount rate is higher, the denominator in the above
equation becomes bigger. Hence, the NPV becomes smaller. As payments in the PPP
model are over the whole project term, the benefit of discounting are more apparent in a
PPP model than in a traditional procurement model, wherein the payment for construction
is done during the construction period only.

Option 3: which is only followed in Australia, the PSC model uses the risk-free rate, whilst the PPP model uses
the risk-free rate plus a project risk premium. After calculating the project risk premium using an asset beta? and
a market risk premium, the systematic risks are listed out to calculate the portion of the risk premium transferred
to the private sector. While this method is novel, there are some issues with it, particularly in a Qatari context, as
deriving an asset beta and a subsequent project risk premium is conditional on a liquid equity market, which is
not the case regionally.

In general, for Qatar, we would recommend Option 1. If the tenor of QAR-denominated bonds do not match the
requisite concession period, premium yield adjustments taking account of the USD-denominated international
bonds and interpolation should be applied to arrive at a final discount rate. However, over time, as the PPP
market becomes more liquid and Qatar extends the yield curve with regular debt issuances, it is recommended
that the PPP Project Team consider moving to Option 2 — wherein the risk-free rate plus a risk premium is utilised
as the rate for the PSC and for the PPP.

Sensitivity analysis

2 Also known as ‘unlevered beta’, asset beta is the beta of a company without taking its debt into account. It compares the
risk of an unlevered company to the risk of the market. This number provides a measure of how much systematic risk a
firm's equity has when compared to the market.
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Before creating this model, it is expected that the Contracting Authority would have narrowed down the list of
delivery options to three or fewer, running separate versions of the base cost model for each option. When the
Contracting Authority settles on one delivery option, based upon a combination of greater VFM and ease of
implementation — amongst others — it is advised to run sensitivity and scenario analyses, testing various iterations
of key variables to see how the VFM analysis is impacted. These key variables could include:

¢ Inflation rate;

e Capital expenditure and operating costs — with a +/- percentage change;
e Unitary indexation percentage — with a +/- percentage change;

e Gearing ratio — changing ratio of debt/equity;

e Changes in the concession period — +/- shift in the number of years;

e Project delays; and,

e Financing costs.

VFM test

In the initial VFM test, the PPP Project Team must compare the NPV of the risk-adjusted BCM model, with the
NPV of the PPP Model. An illustrative example of VFM shown below:

Figure 13: lllustrative example of VFM analysis

Value-for-
TransferredRisk o 77 Money

Returns

Retained Risk Retained Risk

NPV of Traditional NPV of costs under
Procurement Cost PPP

If the NPVs are indistinguishable from each other, the Contracting Authority should consider the qualitative
assessment in order to make a final decision on the preferred method of procurement, followed by a few additional
steps that should be taken with regards to the VFM analysis:

e Benchmark the VFM results to the VFM results achieved by similar projects with similar transaction
structures; and,

o |dentify the criteria for the project execution phase to decide when the VFM analysis will be revisited.

At this stage, the Contracting Authority must be fully empowered to make a decision regarding whether it wants
to retain the project because the VFM is negligible and the risks are too high for the project to be procured
privately with such minimal gain, or whether the innovation and efficiency the private sector might bring, even on
the margins, make the project worth transferring to the private sector.
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b. Qualitative VFM Assessment
The following is an illustrative list of key VFM drivers for PPP delivery:

e Complex risk profile and opportunity for risk transfer: Large, complex projects often have complex risk
profiles, and risk management is best performed by allocating some portion of that risk to the private sector,
who might be better equipped to handle it;

e Lifespan costing: As the whole service delivery process (including construction, operation, monitoring and
asset management phases) turns into the responsibility of one private party during the concession period,
lifespan costing becomes evident and results in more systematic service provision;

e Innovation: As PPPs focus on deriving VFM and reducing fiscal burdens, and allow the private sector to
design its own works within the framework of stated output specifications, there is a great incentive for the
private sector to provide innovative solutions that deliver the service at specified standards but at lower prices,
deriving value through improved productivity as a result; and,

e Measurable outputs: As the government emphasises precisely the outputs it requires as part of the contract,
PPPs allow for measurable outputs and alignment of the achieved results with what was stated and agreed
upon, creating a performance-based contract.

e Longterm budgetary certainty: The fixed price nature of service payments under a PPP structure generally
provides greater budgetary certainty than payment arrangements under traditional procurements, as a result
of which service quality remains largely constant and unaffected by exogenous budgetary shocks.

e Timeliness of delivery: As a result of contractual stipulations, the private sector partner is compelled to
deliver the Project on time, and can also be incentivised to do so before the deadline, by structuring the
payment mechanism in an appropriate manner. The loss of income that the Preferred Bidder faces on a PPP
project as a result of delayed delivery is likely greater than that a building contractor faces in additional
penalties under traditional procurement.

In summary, the Contracting Authority should demonstrate that risks can be properly assigned to the private
sector; that the Project has the potential to utilise the private sector's expertise; that the private sector is
experienced in achieving quality and timely delivery on similar projects; that there is a competitive market that
will ensure a variety of high-quality bids; and, that the risk transfer will be achieved within the PPP framework in
a timely manner.

Procurement Decision

Drawing upon the qualitative and quantitative assessment conducted earlier, and, having ultimately refined the
list of delivery options to one, the recommended model of delivery for procurement should be outlined herein,
stating in detail how the proposed commercial structure was selected.

As per the commercial structure of the project, the payment mechanism should be explained further in this
section, along with the proposed contract structure, the main parties to the PPP contract, the cash flow/payment
mechanism (i.e. how cash payments will made by the relevant parties to each other), and the expected budgetary
impact of the recommended option to the Contracting Authority, and the sources and uses of funds is to be
outlined.

It is also advised to consider the various configuration of procurement options available for the scope of services
within the framework of the chosen delivery method. This can include whether activities such as cleaning,
catering, and security, need to be retained or be transferred to the private sector, or, if there are multiple sites to
be used for procurement, whether it would be more appropriate to procure them as a group, instead of procuring
them as separate projects.

Procurement Strategy and Roadmap

Identification of the procurement strategy is important to achieve certain key objectives throughout the
procurement process, such as undertaking of a smooth tender process that combines the overriding principles
of transparency, freedom of competition, and the fair treatment of bidders. This is a crucial step to ensure the
setting of an appropriate precedent procurement and establish credibility for future transactions. In order to
implement an appropriate project strategy and roadmap for this purpose, it is advised that the following steps be
taken:
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e Present an implementation strategy for the recommended delivery option, including the policy framework of
the project, list of required approvals and key documents to be addressed during the procurement process,
and proposed project management structure;

e Create a project roadmap that includes target dates for completion, and the overall project plan; and,

¢ Outline the key risks and challenges to the procurement timeline, and suggest mitigation strategies to avoid
future complications.

In addition, the roles and responsibilities of the Contracting Authority need to be clearly identified and stated —
viz., whether there will be any sovereign guarantees to be provided; the nature, timeline, and quantum of
payments to be provided; the provision of all other support, including, but not limited to:

e land
e any additional subsidies provided, and, if so, what the nature of them will be

e any shared services between the government and the Preferred Bidder once the project commences.

Implementation Strategy

e Policy and procurement framework: Identify legislative and policy authorities to undertake the PPP
procurement as well as any other related stakeholders to be delegated to the Contracting Authority to ensure
successful implementation. Additionally, a resourcing plan demonstrating the time commitment required of
governance and project team members, the training required to assist team members in effectively executing
their responsibilities, and the budget associated to fund time and training commitments should be outlined.

e Approvals: List out all approvals that will be required post-business case to move the project from
procurement to financial close with key target dates. Additionally, list the approvals that have been received
to date and set out a timeline and the processes to be followed to achieve all outstanding approvals.

o Key documents: List out the key transaction documents — RFQ, RFP, project agreement, etc. — that are to
be produced during the procurement process; describe the types of contracts that the Contracting Authority
intends to enter into; and, produce a timeline for the development and approval of critical project documents.

e Project-specific stakeholder management: Describe who will conduct communications with the bidders,
communications and reporting protocols, through the planning, procurement, construction and operation
phases of the project and present a high-level stakeholder communication method for liaising and consulting
with the relevant key stakeholders.

Project Deliverables Roadmap

An illustrative example on setting out a roadmap for project deliverables is outlined in the Appendix Section 6.5.
Contracting Authorities can refer to the template and make suitable changes based on the shortlisted delivery
model.

Project Procurement Roadmap

The overall timeline for the Project from financial close to the end of the concession period should be specified,
as outlined in the illustrative template mentioned in Appendix Section 6.6.

The proposed evaluation procedures for both the procurement and post-procurement phases should also be
explained in this section, in addition to outlining key risks and challenges to the procurement timeline along with
proposed mitigation strategies.

For instance, if there is a risk that there is no precedent for this sort of procurement in Qatar — this can be mitigated
by regional and international benchmarking. Similarly, on every project, there is always a risk present that there
will be a lack of bidders or that submitted bids are not of a sufficient quality. This can be mitigated by using the
market sounding process effectively, providing clear information, carrying out a robust procurement exercise with
well-defined risk allocation, adhering to the established timetable, committing to confidentiality, and ensuring
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good information management and transparency, which reassures bidders and the market that the Contracting
Authority is committed to procuring the Project, as efficiently as possible.

Evaluation

The procurement evaluation process should also be outlined in this section. Tender methods can include any
mechanism approved by the Contracting Authority, including two-phase tendering, auction, and competition, with
the only applicable rider that the awarding of the contract not be based on the price criterion alone. To this end,
it is advised that the technical and scoring methodology be outlined, including the weightage provided to the
technical and commercial criteria, as well as applicable and minimum credential eligibility requirements. The
reason for adopting a specific evaluation methodology is to maximise VFM for the government and demonstrate
that the evaluation methodology leads to the selection of the most beneficial bidder for the purpose of the Project.

Negotiation

Additionally, the project-specific negotiation methodology should also be noted in this section, including the
minimum consensus conditions that must be met for negotiations to be considered successful and the procedure
to deal with negotiations breaking down.

Payment Mechanism

For each of the shortlisted options, the PPP Project Team must outline the resultant payment mechanism, which
details how payments will be made by the relevant Contracting Authority to the project company or the Preferred
Bidder. The mechanism must detail the structure of the payment, milestones upon which they are delivered, any
related penalties and incentives and how that regime is structured, and the relation of the nature of the payment
to performance indicators or other contractual issues that will be governed by the structure of the option.

Types of payment mechanisms that the PPP Project Team must consider and align with relevant options, include
availability payment, revenue guarantees, viability funding, and operating subsidies, amongst others. Additionally,
the form of the payment must also be clearly stated — viz., whether it will operate as a toll, a tariff, or a user fee,
for example.

The shortlisted options, along with the relevant payment mechanism structures, will be imperative to informing
the risk assessment and the financial model. For each option, as detailed below, risk will be separately quantified
and allocated, with the payment mechanism determining the demand risk allocation.

Example of certain payment mechanism structures

Availability payment: is a mechanism when the government provides payments to
the private sector partner irrespective of the demand for the services provided

Revenue guarantees: the government pays to the private sector partner the
difference between the forecasted/agreed level of revenues and real revenues
received by the private sector partner

Viability funding: is an economic incentive for the private company to receive the
funding from the government where the project is economically feasible but
financially is not feasible.

Operating subsidies: direct financial support from the government side in the form
of a grant or subsidy for operating needs. This type of payment mechanism is mostly
applicable to the projects with large Life Cycle Costs.
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3.2.3. Project Policy Document

After reviewing the contents of the Business Case submitted by the Contracting Authority, the Project Committee
will get the option to approve or reject the Business Case. In case it approves the Business Case, the Project
Committee will draft a Project Policy Document that summarizes the output from all the sections and recommend

for approval to H.E. Prime Minister.

Figure 14: Contents of Project Policy Document

Business Case Section

Section 1: Executive Summary

’ Output

Summary of the document, outlining key results,
figures, recommendations, and the next steps

Section 2: Project Overview

Project description

Project’s alignment with national and Contracting
Authority objectives

Section 3: Needs Assessment

Needs assessment
List of outputs specified
Due diligence analysis

List of key stakeholders

Section 4: PPP Options Analysis

Project-specific PPP benchmarking analysis
PPP options matrix
Market sounding results

Recommended 2-3 PPP options to be analysed
in depth in the next stage

Section 5: Risk Assessment and VFM Analysis

Risk analysis (identification, quantification,
allocation, and mitigation)

Financial model

Determine value for money for the shortlisted
options from Section 4

Section 6: Procurement Decision

Project delivery model

Section 7: Procurement Strategy and Roadmap

Procurement plan
Tender evaluation methodology

Project procurement roadmap
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3.3. Approval Process

The following approval process will be followed across key stakeholders:

Figure 15: Approval Process for Establishing PPP Project

Ministry of Finance

Contracting Authority

p— Q| — ;
Minister of Commerce and ! K |
Industry R i _________
EPP Unit (MOCI 22
Project Committee 22

Activity ‘ ‘ Kept informed ‘ ‘ Assistance | | _Raification/Approval ___| ’ Retiication ‘ Approval
Process steps
21 Development of the Project Concept 2.2 | PPP Unit sets up the Project specific 2.3 | Development of the Business Case and Project

Report:

» Informing the MOF of potential budget
allocation

» Review by the PPP Unit and further
recommendations to the PM

Committee and helps in coordination
of the Project Committee

Policy Document:

» Development by the Contracting Authority
Business Case review and preparation of the
Project Policy Document by the Project
Committee
The Contracting Authority shall request the
Ministry of Finance to allocate budget for the
project !

P
-l

3.3.1. Recommended timelines

Duration
2.1 Project Concept Report Within 2 months of Needs
Assessment approval
2.2 Establish Project Committee Within 3 weeks of Project
Concept Report approval
Three months for Business
Business Case and Project Policy Case Development and a
2.3 4 months ! .
Document development month for Project Policy
Document
24 Inform Ministry of Finance to Within 1 week of Business Case
’ allocate budget approval
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3.4. Roles and Responsibilities

Weeks

Develop
Project
Policy
Document
(1 month)

L ]

® ® ®
Approval Complete Establish Complete Inform
received on Project Concept Project Business Ministry of
Needs Report Committee Case Finance to
Assessment (2 months) (3 weeks) (1 month) allocate
budget
(1 week)

H.E. Prime Minister: The Prime Minister will serve as the final approver of the Project Concept Report, which
is to be prepared by the Contracting Authority and reviewed by the PPP Unit. The Prime Minister is also the
approver of the Project Policy Document, which is to be prepared by the Project Committee and reviewed by
H.E. Minister of Commerce and Industry and will serve as a summary of the business case document and
clearly outline key recommendations.

H.E. Minister of Commerce and Industry: The Minister of Commerce and Industry will serve as the final
stage of review for the Project Concept Report and recommend for approval to H.E. Prime Minister. The
Minister will also serve as the recommender for the project policy document to H.E. Prime Minister.

Contracting Authority: The Contracting Authority is primarily responsible for the preparation of the project
as a PPP. Following the approval of the Project Concept Report by H.E. Prime Minister, the Contracting
Authority may hire External Advisors as part of the PPP Project Team, should it so desire. Prior to
commencement, the Contracting Authority should, internally, ensure the delineation of clear roles and
responsibilities, and determine the reporting structure to ensure the business case is prepared within a
reasonable timeframe. Following the preparation of the first draft of the business case, the Contracting
Authority can submit it to the Project Committee for review and assistance. The Contracting Authority, after
the approval of the Business Case and Project Policy Document, has to inform the Ministry of Finance on
the approved budget allocation for the Project.

PPP Unit: The PPP Unit will be in charge of reviewing Project Concept Reports submitted by all Contracting
Authorities, recommending them to H.E Minister of Commerce and Industry for recommendation for approval
to the H.E the Prime Minister. The Department is also responsible for setting up a Project Specific Committee
that helps in project coordination.

Project Committee: The Project Committee will be the chief provider of assistance during the preparation
of the project as a PPP. Contracting Authorities — particularly at the start of the PPP programme, or those
with limited experience of procurement when the programme matures — will require varying degrees of
assistance at different stages of Business Case preparation. In addition to the provision of assistance, the
Project Committee will serve as the initial reviewer of the Business Case document. Following the PPP Unit’s
detailed review, the Contracting Authority will submit a revised version of the Business Case, based on which
the Project Committee must prepare the project policy document, and submit both documents to H.E. Minister
of Commerce and Industry for recommendation for approval.
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4. Project Procurement Process

4.1. Objectives

The objective of this stage is to prepare and carry out a competitive tender process. The steps of this stage
facilitate in choosing the most suitable private sector partner for the approved PPP Projects.

Figure 16 Output and Objective of Project Procurement Process

Expression of Interest

Published to gauge interest across
private investors in the project

Statement of Qualification
Summarizes qualifications claimed/
stated by the participants

PPP Contract

Defines terms and conditions
between the Contracting Authority
and the Private Sector player

Bid Evaluation Report

Outlines bidders’ scores as per the
eligibility criteria and declares the
Preferred Bidder

Request for Qualification

Defines eligibility criteria for
interested Private Sector players to
submit their qualifications, enabling a
level playing field for all players

02|

Detailed version of the Request for
Qualification and aims at requesting
an exhaustive list of information from
the Bidders

Bidder Clarification Report
Pertinent as the Contracting
Authority provide clarification to
queries raised by the Bidder,
explaining rationale behind the
specifications laid out in the RFP

C os|

After final round of negotiation,
contract is signed with the Private
Sector player finalizing its financial
closure activities

The complete process takes months of deliberating, evaluating, and negotiating, hence there are multiple stages

to the process, further encouraging transparency to the process.

50



4.2.1
4.2.2
4.2.3
4.2.4
4.2.5
4.2.6
4.2.7

4.2.8




4

4.2. Guidance

4.2.1. Expression of Interest
The Expression of Interest (EOI) is the first step in the procurement process. The purpose of this phase is to:

¢ Inform the market of the Contracting Authority’s desire to tender the project, setting out basic specifications
in order to gauge the level of market interest for the project

e Provide private sector with the requisite information to make an informed decision regarding the tender
process

e Allow the Contracting Authority to identify, with a level of confidence, the bidders best suited for the project
who provide necessary pre-qualifying performance characteristics to deliver the project

By the end of this process, the Contracting Authority is expected to come up with the shortlist of preferred bidders
who have the requisite skills and resources to deliver the required output specifications and have the financial
capability to engage in the project.

Contracting Authority, in conjunction with the PPP Unit, can prepare the EOI document that should provide clear
guidance and sufficient detail of the project's service delivery requirements and the Contracting Authority’s
evaluation processes. At a minimum, it should contain:

e A summary of the Contracting Authority’s primary function, and its purpose for tendering the project

o A brief description of what the project entails, including why it is being tendered, what essential public need
it fulfils, and who it intends to serve

e The chosen delivery model for the project including clear scope of services to be delivered by the Private
Sector

e Proposed risk allocation mechanism, outlining the roles of both Private Sector and Contracting Authority
e Length of the concession expected
e A description of the project site — including location, area, layout, etc.

e Any relevant background information, policies, laws, or regulations associated with the project, or any
infrastructure that the project serves to fulfil, as deemed relevant by the Contracting Authority;

e A physical address or website where interested companies can obtain the Request for EOlI document —
ideally free of charge;

o A deadline for submission of the EOI responses, and to whom it must be submitted;

e Clarification of the high-level estimated timeline of the Project — when the process will be deemed to be
complete, and when the RFQ phase can expect to be announced, amongst other details

e Any qualifications or disclaimers that the Contracting Authority deems necessary to include — such as stating
unconditionally the right to amend the scope of the Project, modify, cancel, or suspend the EOI process or
any or all stages of the investment opportunity, at any time for any reason without any liabilities

The request for EOI shall be advertised in state broadcasting outlets, local and regional Arabic and English-
language dailies, and on the relevant ministry’s website. If the Contracting Authority believes that international
bidder expertise might be required on the project, advertisements should also be placed in international
newspapers, magazines, and journals with a wide circulation.

4.2.2. Request for Qualification

Bidders expressing legitimate interest by responding to the request for EOI should then be sent a Request for
Qualification (RFQ) document, which will also include an Information Memorandum (IM). The Contracting
Authority can charge a small fee from Bidders for the IM and RFQ.
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The IM will allow bidders to understand the scope of the project and evaluate their interest in, and ability to
participate in the tender process. The IM should include the following information at a minimum:

e Project Background: a brief background and definition of the nature of the Project

¢ Commercial and Financial Matters: summary of the financing responsibilities, the anticipated payment
structure for the Project, and other commercial matters

o Legal Matters: overview of some of the key legal and regulatory aspects relating to the Project

e Procurement Process: indicative project timeline, the clarification process, and other details of the
procurement method

e Submission Instructions: provides instructions with respect to the submission of the reply to the RFQ

e Evaluation: describe the evaluation process that will be utilised in order to prepare a shortlist of respondents
who will be qualified to participate in the Request for Proposal (RFP) stage

e Appendices: provide any additional documents and forms that are relevant to the RFQ

The main purpose of this process is to select a limited number of the bidders that are qualified, technically and
financially, have adequate experience and commitment to implement the project, and set out the rules of
involvement in the procurement process noticeably and explicitly.

The Contracting Authority, in conjunction with the PPP Unit, should develop an evaluation matrix weighing each
financial and technical competency and eligibility requirements reflected in the RFQ. The Contracting Authority
will then decide which interested private party or consortium qualifies to tender for the project according to the
evaluation table results.

4.2.3. Statement of Qualification

While undertaking the evaluation of the submitted responses, the Contracting Authority must ensure that it is
done in an objective manner so as to ensure a level playing field. The Statement of Qualification should include:

o Capacity to deliver the stated service: the capacity of the bidder/consortium to raise finance, provide technical
expertise, and construct and operate the asset

e Suitability of consortium: if the bidder is bidding as a consortium of members, as is advisable, care must be
taken to ensure that each Consortium Member is individually capable and has not been added only in order
to satisfy minimum eligibility requirements.

e Credentials: in order to determine experience, precedent transactions and credentials — emphasizing those
in the region — must be studied carefully, including the ability to adhere to timelines, the innovation displayed
in the method of service delivery, and any specifications adopted that might have maximized VFM.

4.2.4. Request for Proposal

The Request for Proposal (RFP) phase is intended to receive and assess qualified bidders’ proposals by setting
up a comprehensive, transparent framework, and prepare the PPP Contract and its associated Transaction
Contracts. At the end of this process, the Contracting Authority is expected to choose a Preferred Bidder that
meets the criteria set out for successfully delivering the project and provides the best VFM, by ensuring an open
and satisfactory competition among bidders.

The RFP is intended to be the definitive document that defines the nature and scope of the project in detail,
outlines the requisite input and output specifications along with their corresponding performance indicators, the
legal, financial and commercial information that needs to be conveyed to bidders, amongst other components.

Given that the document will serve as the primary source for bid submissions, it is important to invest a
considerable amount of time and resources to ensure that the document is of the highest quality and that it
outlines the project’s specifications, scope, and requirements appropriately. It is recommended that the RFP be
structured to invite responses in three separate volumes:
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Figure 17 Information request from bidders in RFPs

~ v
)
Technical Information

e Project’s background information

* Project scope and requirements

e Location and site with layout drawings
» Capacity requirements (if applicable)
¢ Project value proposition

e Technical data sheets from bidder

¢ Prudent practices, Contracting
Authority specifications, standards

¢ Key Performance Indicators expressed
in terms of the outputs that are
expected on the project, and condition
of assets at the end of term should also
be specified

¢ Project implementation schedule

e Standardized form sheets to ensure all
the technical information is received on
a like for like basis from the bidder's
project value proposition

eProof of existence as a

Legal/ Commercial Information

legally
recognized business  organization/
certified copy of the complete joint
venture/ consortium agreement signed
by all parties as evidence of the legal
structure of the bidding consortium

¢ Certificates of incorporation and
commercial registration sufficient to
carry on business in accordance with
the laws of the State of Qatar

eConsents, permits, and licenses
necessary during the construction and
operations along with the associated
costs of such approvals

¢ Any relevant customs, duties and taxes
required and applicable to the Project

e Summary of insurance programs

e Associated agreements that the
Preferred Bidder would have to sign
with other noted entities upon awarding
of the contract

Financial Information

¢ Project budget cost

¢ Operating and maintenance costs

e Financing structure with the debt and
shareholder equity proportions

¢ Signed letters of commitment and
detailed Term Sheets from the
Financiers

eInterest rate and foreign exchange
hedging strategy

¢ Relevant regulations as determined by
the Contracting Authority incorporated
in the model with the model shared
both in hard copy and on a CD/ pen
drive

e Summary of financial and economic
assumptions

e Cash flow statement with ratios, a P&L
account, and a balance sheet, etc.

* Model sensitivities

The Contracting Authority must ensure that bidders fill in standard forms to enable ease in comparison of
submissions. The document and Bid Forms shall be developed by the Contracting Authority, with the assistance
of the PPP Unit, based on the prepared Business Case.

Bid preparation and submission requirements

In order to ensure strict adherence to the stated guidelines, the Contracting Authority should mandate that all
bidder proposals respond adequately to the RFP Document, submit completed versions of all form sheets and
data forms, and provide all the requisite information as outlined in the document. Due emphasis must be given
to:

The corresponding address proposals must be submitted to

The required number of copies

Strict adherence to the stated deadline

The separation of the technical and financial proposals to enable separate storage

The requisite regulations surrounding the furnishing of a bid security (in the form of a Bid Bond) in favor of
the Contracting Authority. The Bid Bond should comprise of the form sheet, the amount, and the date of
validity, which was also set as an RFP requirement, and should be issued by a recognized bank that is
acceptable to the Contracting Authority. Suggested conditions for forfeiture of the Bid Bond, which must be
stated clearly, include:

o If the Bidder withdraws its Bid during the Period of Validity

o If, in the event that the Period of Validity is extended by the Contracting Authority, the Bidder fails to
comply with any condition of re-validation or confirmation or fails to deliver a replacement Bid Bond within
the timeframe notified by the Contracting Authority

Bid clarification process

As part of the same section, the RFP must also include the procedure adopted by the Contracting Authority
regarding Clarifications, noting the following:

A timeline and a point of contact must be specified for the submission of bidder Clarifications

A provision stating that the Contracting Authority shall endeavor but is not obliged to respond to all
clarifications
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¢ When the Clarification is responded to, such information must be shared with all bidders and not advantage
only the bidder who presented the question

e A date for a pre-bid clarification meeting, which is highly recommended, should be stated, noting that
attendance, while not mandatory, is encouraged

e State certain matters of legal import

The procedure to deal with late bids

The period of validity of the bid

The potential forfeiture of the bid bond

The procedure regarding the modification or withdrawal of a bid

o O O O

o Confidentiality regulations
Bid evaluation

The aim of the evaluation is to determine which bid delivers the best VFM and displays the greatest amount of
technical competence and adherence to the stated specifications, while introducing a certain degree of innovation
that maximizes savings. The RFP must clearly specify the bid evaluation mechanism that will be utilised by the
Contracting Authority in evaluating the submitted bids. Specifically, the evaluation mechanism must outline
whether:

e Financial and technical proposals will be scored separately, and, if so, what the exact weight given to each
component in each proposal will be

e There will be a technical score threshold to meet, following which the lowest price will automatically win
e The technical offers will be evaluated, and a Best and Final Offer (‘“BAFO”) process followed wherein bidders
will be asked to price the best solution, with the “winning” bidder receiving favorable scoring

4.2.5. PPP Contract

The PPP Contract is the legally binding document that the Preferred Bidder will have to sign with the Contracting
Authority, if awarded the project. It must be ensured that the draft of the contract is can accommodate necessary
changes that the Contracting Authority deems important and subsequent negotiations with the Preferred Bidder.

Any redrafting of the contract will be solely at the discretion of the Contracting Authority, which must consent to
all changes, and must seek opinion from the PPP Unit for any material deviations. The Project Contract must
contain the following fundamental provisions:

e The type and scope of the works and services that must be performed by the Project Company

e The ownership of assets and intellectual property rights pertaining to the Project, obligations of parties
pertaining to the handover of the Project site, and provisions pertaining to the transfer of ownership upon
expiry of the term determined in the PPP Contract

e The responsibility for obtaining licenses, permits, and approvals
e The mutual financial and technical obligations of both contracting parties and financing methods

e Therules governing the sale price of the product or charges of the service on which the Project is based, and
the principles and rules of determining and changing such price or charges

e The quality assurance methods: financial, administrative, and technical audit and supervision tools required
for operating, utilizing, and maintaining the Project; and, the performance indicators of the Project Company

e The rules regulating the right of a Contracting Authority to revoke or amend a PPP Contract, compliance by
the Project Company with these amendments, and grounds or methods of compensation in the event of such
amendment

e The types and amounts of insurance covering the Partnership Project and its operational and utilization risks,
the performance guarantees provided to the Contracting Authority, and the provisions and procedures related
to refunding these guarantees

e The bases for the distribution of Project risks in cases of force majeure, emergency situations, or material
hardships, and the grounds for assessment of the relevant compensation

e The term of contract; cases of early, partial, or complete termination; and, the rights and obligations of the
parties

e The cases where a Contracting Authority may unilaterally terminate the contract
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e The penalties that may be imposed on a Project Company if it fails to meet its contractual obligations

e The rules and procedures for recovering the Project upon expiry, unilateral termination, or early or partial
termination of the contract

e The procedures for ensuring continuity of the Project and works subject matter of the PPP Contract upon
expiry or revocation of the contract, or upon failure by the Project Company to meet its contractual obligations

e The provisions related to using the services of the employees of Contracting Authorities at the Project
Company, and allocation of a percentage of Qatari nationals in such companies

e Measures that must be taken by the Project Company to preserve the environment

e Specifications of the end product, the service level that the Project Company must comply with, including
performance indicators, safety, security, environmental, and any other standards, and electronic systems
and programs that must be used by the Project Company

In addition, all other documentation, which will differ according to the type of the Project, should be outlined in
the RFP, with sample draft versions attached to the end in order to allow bidders to submit mark-ups that will be
examined by a legal representative of the Contracting Authority, and utilized as the basis for signing agreements.

4.2.6. Bidder Clarification Report

The Contracting Authority is highly encouraged to hold clarification meetings with bidders during the interim period
between the release of the RFP and the receipt of bids. The purpose of these meetings will be to clarify issues
in the RFP that bidders can discuss openly and to introduce bidders to key representatives of the Contracting
Authority. Meetings between the Contracting Authority and bidders can also be organized, provided they are
done so in advance, and that any non-proprietary clarification provided to a bidder is shared with all bidders,
ensuring a level playing field. The Contracting Authority will compile all the queries and provide its responses in
a Bid Clarification Report. This Report will be shared with the interested parties to enable transparency in the
procurement process.

4.2.7. Bidder Evaluation Report

The Project Committee will undertake the evaluation of the bids. Though they can delegate the evaluation
responsibility to the Contracting Authority if they are low on manpower and capacity. Project Committee must
consider both financial and non-financial criteria; however, on each project, the Project Committee has the right
to take an informed decision regarding whether a criterion will dominate. The evaluation of the Bid Submission
will consist of the evaluation of the technical qualification or credential requirements of each Bidder (or Bidder
consortium); the Financial Submission; the Technical Submission; and, the Legal Submission. Weightage given
to these submission components, the scoring, and the requirements will be reflected in the RFP document.

Technical Qualification or Credential Requirements

The technical qualification or the minimum credential requirements of each Bidder or Bidder consortium shall be
evaluated on the basis of the matters set out in the RFP. If the Bidder is a single entity, it must satisfy each of the
Credential Requirements (“CRs”). A Bidder that is a consortium must designate a leading member. Where not all
CRs are satisfied by the leading member, the experience of the consortium will be evaluated in respect of the
remaining CRs. Any CR that is not met by the leading member must be met by another member of the consortium
(a “Qualifying Consortium Member”). Moreover, each CR needs to be passed by a leading member or Qualifying
Consortium Member as an individual entity and not in aggregate with another entity.

Financial Evaluation

Financial submissions shall be evaluated on the basis of the matters set out in the RFP, including the evaluation
of:

e The tariff proposals (if applicable)

e The Bidder’s Financial Model

e The Bidder’s cost proposal

e The Bidder’s plans for financing the Project

Bidder’s Financial Model
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The Bidder’'s Model should comply with all requirements specified in the RFP that include, but are not limited to,
the following:

Be capable of generating all calculations required by the RFP and faithfully reflect the terms of the form of
any additional agreements, as deemed relevant and attached to the RFP document

Submitted in the specified format

Adhere to best practice standards as outlined in the RFP

Subjected to an independent audit

Supply detailed operating instructions for the Financial Model as described in the RFP
Generate VFM for the Project

Bidder’s Financing Plans

An assessment of a Qualifying Bidder’s Financing plans will take the following into consideration:

Adequacy of the financing commitments to meet the project funding requirements as set out in the form
sheet, including interim financing. Qualifying Bidders will be required to submit as part of their Bids evidence
of the financing commitments necessary to undertake the Project

Where financing plans are based on limited or non-recourse financing, Bidders must provide a Bank
Commitment Letter

Level of procurement of Export Credit Agency (“ECA”) eligible goods (if applicable) and services to which the
Bidder’s proposed EPC contractor is willing to commit

If the financing assumes any support from ECAs, the ECA(s) will also be required to provide commitment
letters evidencing that they have fully reviewed the Financial Submission and that they have approved the
availability of financing and/or guarantee facilities that form part of the Bidder’s Financing Plan

Bids which are assessed not to have adequate financing commitments to undertake the Project may be
rejected

Evidence that the financing commitments have been provided after the review of project agreements by the
financial institutions.

Technical Evaluation

The objective of the evaluation of technical submissions is to assuage the Project Committee that the contractors
who will construct the Project have the requisite technical expertise and relevant prior experience necessary to
deliver the specified services adhering to the stated timeline. Technical submissions shall be evaluated on the
basis of, but not limited to, the following:

Technical Compliance of the Bid submission with the requirements of the RFP, including as detailed in the
project requirements section, functional specifications, as well as other relevant sections

The extent and nature of deviations, if any, from the requirements of the RFP

Bidders’ proposed operation and maintenance plans in relation to the Project, and the alignment of their
financial model with the plans will also be evaluated

Bidders must demonstrate that their proposals for the Project comply with the architectural, geotechnical,
environmental, and technical requirements as detailed in the functional specifications section and additional
agreements attached to the RFP. Bids that fail to satisfy this requirement may be deemed non-compliant

Bidders must demonstrate by way of drawings that their proposed designated layout of the physical structure
on the site is practical and that this takes full account of site safety, access to equipment and environmental
requirements and that all necessary site services can be made available

Bidders’ proposed construction program in respect of the Project must be detailed as specified in the relevant
form sheet. Evidence to support the achievability of the Construction Program, such as confirmation dates
for availability of the Main Equipment items must be provided. Credit will be given for firm evidence of the
availability of the Main Equipment

Bidders must provide details of all major proposed subcontractors and suppliers/vendors defining the type of
work or service to be subcontracted and the country of origin
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o The eligibility of the Bidders’ contractors to satisfactorily perform their duties with respect to the Project will
be evaluated

e Compliance with Health, Safety, and Environmental guidelines and Ministry of Municipality and Ministry of
Environment and Climate Change guidelines

Legal Evaluation
The legal evaluation of the Bid submissions shall take into account, amongst other requirements, the following:

e An assessment of the extent of any deviation from the requirements of each of the agreements annexed to
the RFP, including the nature of the deviations and the extent to which the allocation of risk in each of the
agreements and the project as a whole is affected

e The compliance of the qualifying Bidder’s Bid Bond

e Anassessment of the impact of the qualifying Bidder’s proposal being conditional on any material outstanding
issue

e Submission of a Letter of Commitment
e Compliance with the Credential Requirements

e Confirmation from the Bidder that the Bidder will procure the letter of consent, i.e. letter from Qatar investors
in the project company if the Bidder is to be appointed as Preferred Bidder.

Development Security

On behalf of the Project Company, the Preferred Bidder will be required to provide the Contracting Authority a
Development Security equal to a certain percentage of the EPC Contract Price, as determined by the Authority.
The Development Security must be an irrevocable and unconditional guarantee issued by a recognized bank or
banks having a long-term unsecured credit rating that is “investment-grade”, which can be defined as possessing
a “BBB” or the equivalent from Standard & Poor’s Rating Services or “Baa2” or the equivalent from Moody’s
Investor Services, Inc.

Important considerations for managing the Evaluation Process
Anti-Corruption

Due to the weightage placed on evaluations by the Project Committee, there is a considerable risk of corruption
impacting proceedings, skewing the process in favor of certain bidders. Moreover, as all it takes for investor
confidence to be negatively impacted is one example of corruption, extreme care should be taken at the highest
levels to ensure that a stringent anti-corruption policy is prepared and signed off by all members involved in the
Project along with the representatives of the External Advisor, with clearly stated penalties for deviation.

Disclosure

All members of the Project Committee and Contracting Authority, including the representatives of the External
Advisor, must be asked to disclose any personal or familial conflict of interest that might be associated with any
of the bidders or with the Project. In addition, the Project Committee and Contracting Authority must decide, in
advance, what the procedure will be to deal with such conflict, such as the removal of any potentially conflicted
members from managing the Project.

Code of Conduct

All members of the Project Committee and Contracting Authority, including the representatives of the External
Advisor, must be required to sign off on a code of conduct that requires compliance with certain rules and
regulations which will be applied in a uniform manner on every project. A similar code of conduct will also need
to be developed that will be signed by all prospective bidding consortiums and their advisors on every Project.

Prohibited Suppliers

The State of Qatar should provide a list of suppliers who are banned from working with government agencies to
every Contracting Authority in order to ensure that they are prohibited from bidding on projects for a period of
time as decided by the government.
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Security Environment

A security plan should be prepared by the Project Committee and the Contracting Authority in order to ensure
confidentiality, secrecy of data and work, and prevent acts of industrial espionage and economic theft.

Bidder Due Diligence

In order to receive bidder due diligence, the Project’s prior due diligence shall be provided and access to the
Project site should be made possible for the bidders. To facilitate this process, communication and access details
of when and how those permissions will be granted should be defined in the RFP.

Bid Validity Period

The bid validity period should be reflected in the RFP such that all the bidders’ proposals remain valid for a certain
period of time determined by the Contracting Authority.

After complying to the above requirements, the Project Committee will prepare a Bid Evaluation Report that states
the scoring matrix across evaluation criteria for all bidders.

4.2.8. Signing of the Contract and Financial Close

Once the bidders have been ranked by the Project Committee, it will commence negotiations with the Preferred
Bidder related to the terms of the bid. The issues that should be taken into consideration while negotiating are:

o Ensure that the negotiations do not affect material contractual conditions in the PPP Contract or the terms
stated in the Bidding Documents (such as EOI, RFP, etc.), which must be treated as being non-negotiable
conditions, unless such amendments are expressly approved by H.E. Minister of Commerce and Industry

e The Preferred Bidder must be invited in writing to attend negotiations, and careful records must be kept of all
subsequent correspondence and meetings, including pre-determined agendas, minutes, any evolving formal
documentation, and action items

e The Project Committee may reserve the right to start negotiations with other bidders if the Preferred Bidder
deviates from its written proposal or the proposed risk allocation

e The Project Committee should be empowered to make decisions during the course of negotiation meetings,
and can draft in new members as required, should their presence be deemed relevant. The negotiation team
is advised to focus initially on common ground, enforcing a climate of mutual respect by resolving minor
issues before proceeding to potentially pricklier matters

e The negotiation team and the Preferred Bidder should arrive, by the end of the negotiation period, at a
consensus on minimizing conditions precedent, a definitive timeline for signing the PPP Contract, and a
detailed system of contract and performance monitoring

e If the negotiation process is deemed successful, the PPP Contract and all relevant ancillary agreements will
be finalised by the Project Committee, with the aid of the Contracting Authority. The Project Committee will
then recommend it for approval to H.E Minister of Commerce and Industry for the recommendation for
approval to H.E. the Prime Minister, following the approval of which, the Contracting Authority will award the
Contract to the Preferred Bidder.

e If the negotiation process breaks down with the Preferred Bidder, and the Project Committee reaches a
conclusion that the differences are irreconcilable, meetings with the Preferred Bidder should cease.
Subsequently, the Project Committee should then communicate, in writing, to both the Preferred Bidder and
the Contracting Authority, expressing reasons for the breakdown in negotiations, the chief unresolved issues,
and the differences in stated positions. The Project Committee, in consultation with H.E. Minister of
Commerce and Industry, will have the prerogative to decide upon the course of action: whether the project
should be re-tendered, whether the highest-ranked bidder should be given another chance, or whether the
Project Committee can proceed with negotiations with the second bidder on the list, whose identity must then
be approved

e Debriefs must be offered to unsuccessful tenderers. Government obligations for disclosure of signed
agreements must also be observed

Post the final acceptance of the negotiations, the Contracting Authority and Preferred Bidder sign a contract. This
is followed by financial closure where the Preferred Bidder will sign the financing agreements and starts drawing
down financing to start the work.
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4.3. Approval Process

All tendering documents shall be prepared by the Contracting Authority, in conjunction with the PPP Unit, and, if
requested, reviewed by the Project Committee prior to their publishing. Should the Contracting Authority
materially deviate from the PPP guidelines or templates of standard documents and contracts, the Project
Committee can seek the counsel and final approval of H.E. Minister of Commerce and Industry. The Project
Committee is also in charge of reviewing and approving the identity of the Preferred Bidder prior to the
commencement of negotiations. When negotiations have been successfully completed, H.E. Prime Minister must
approve the identity of the Successful Bidder and the final version of the PPP contract, on the recommendation
of the Project Committee and H.E Minister of Commerce and Industry. The Contracting Authority will then sign
the contract and award the Project to the Successful Bidder.

Figure 18: Approval Process of Project Procurement Process
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Inform PPP Unit of the Preferred
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4.4. Roles and Responsibilities

1.

H.E. Prime Minister: The Prime Minister will serve as the final approver of the identity of the Successful
Bidder and of the final version of the PPP contract following the conclusion of negotiations between the
Project Committee and the Preferred Bidder. Following the Prime Minister’'s approval, the Contracting
Authority can sign the contract and award the Project.

H.E. Minister of Commerce and Industry: The Minister of Commerce and Industry is in charge of approving
all material deviations from the guidelines and the standard PPP contract, and of approving any explicit
requests from the PPP Unit during the course of the regular approval process. The Minister will recommend
for approval to the H.E Prime Minister a selection of the preferred bidder and award of the contract.

Contracting Authority: The Contracting Authority is responsible for the preparation of the tender
documents. Following the approval of the Business Case by the H.E Prime Minister, as outlined in Section
3.4., the Contracting Authority must proceed with the procurement, convening the PPP Project Team in order
to outline a project charter that sets out a clear timeline with milestones for the procurement documents to
be produced. Interaction with the Project Committee on a regular basis is highly encouraged, and it is advised
that the charter outline periodic meetings to inform key stakeholders of project progress. The EOI, IM, RFQ,
RFQ evaluation report, RFP and project contracts can all be submitted by the Contracting Authority to the
Project Committee for assistance and opinion prior to publication.

Project Committee: The Project Committee will be the chief provider of assistance to the Contracting
Authority during the preparation of the tender documents and will be responsible for evaluation, negotiation,
selection of Successful Bidder and award. The Project Committee is encouraged, particularly at the start of
the PPP procurement process, to provide regular assistance and feedback to the Contracting Authority on
procurement document drafts, even prior to the official review period. The Project Committee will be in charge
of providing formal feedback and assistance, followed by the optional submission of documents by the
Contracting Authority. If there are any material deviations from the guidelines, the Project Committee must
refer the issue to H.E. Minister of Commerce and Industry for approval before the Contracting Authority can
proceed with the procurement. The identity of the Preferred Bidder must be approved by the Project
Committee, following which negotiations can commence. The Project Committee should ensure there is
adequate representation from the Contracting Authority and other key stakeholders on the negotiation team.
Any material amendments from the guidelines and the standard PPP contract must be cleared with H.E.
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Minister of Commerce and Industry prior to agreement with the Preferred Bidder. When negotiations have

concluded, the Project Committee must approach the H.E Minister of Commerce and Industry for
recommendation for approval to the H.E. Prime Minister to approve the final bid and award of the contract.
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5. Post Procurement Process

5.1. Objectives

The objective of this stage is to establish a management process to be undertaken by the Contracting Authority
to manage its relationship with the Preferred Bidder during the Project lifecycle up to handover.

Figure 19 Output and Objective of Post Procurement Process

Appoint Contract Management Unit

Aims to define stakeholders involved
0 1 in the post-procurement process,
including procedure for changing

aspects of the contract as wellas
settling disputes with the private
sector player

Asset Handover
Process at the end of the contract
0 3 that involves change management

and knowledge transfer

document formats of iterative
processes etc

Contract Management Structure
Establishes communication
channels, points of contact, 0 2

The overall objective of this stage is to ensure smooth execution of terms and conditions established between
the Contracting Authority and Private Sector Player.
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5.2. Guidance

5.2.1. Contract Management Structure

Contract Management and Change Management

After identifying key stakeholders for the PPP Contract, a whole-of-life communication structure should be
outlined, which would include a primary point of contact at the Contracting Authority. Preferably, the personnel
who have been involved during the procurement stage would be in charge of scheduling meetings, forming
specific teams to deal with the concerns of the Preferred Bidder, and dealing with day-to-day management of the
project.

The PPP Contract must be drafted in a manner dissimilar to traditional government contracts given that it needs
to retain enough flexibility to adjust to changes over the concession period. Changes to key, agreed elements of
the PPP Contract after signing must be taken carefully with due consideration and thorough review, ideally by a
formal agency or committee set up by the Contracting Authority, which will review its budgetary impact as well
as its effect on VFM calculations.

Additionally, there should also be a clear, swift dispute resolution mechanism in place to deal with the settlement
of any disputes that might arise during the Project lifecycle. While disputes can be avoided through careful
negotiations and contract drafting before the signing phase, transparent and fair resolution procedures will only
serve to increase private sector confidence and make them more likely to participate in future Projects. For
Qatar's PPP market, where international bidder expertise might be particularly valuable, it is recommended that
international arbitration practices are followed and that out-of-court methods of dispute settlement are
encouraged in order to avoid investors from being trapped in legal wrangles. Contract termination procedures,
as well as deciding how, whether, and when re-negotiation with the private party should occur must also be
considered while drafting the PPP Contract, and should be agreed upon before signing.

PPP Performance Monitoring

Performance monitoring is imperative in order to achieve the VFM promised by a PPP, and it must be ensured
that the intended risk allocation of responsibilities are put into practice during the implementation phase.
Throughout the lifetime of the contract, an assigned government official, preferably the PPP Contract Manager,
should ensure that the private sector partner is delivering services to adequate standards as specified in the
contract, that the government is making its payments to the private sector partner on time and in the stated
manner with no deviations, and that risk is being allocated and mitigated appropriately as modelled.

In order to implement a robust performance monitoring strategy, the following steps should be taken:

1. Develop a performance management model as part of the PPP Contract and integrate it into the Contract
Management plan

The Preferred Bidder’s performance requires constant measurement against agreed performance indicators,
so that any decline or improvement in the provision of services can be noticed early and be penalized or
rewarded accordingly. Any alterations to the agreed standards set for quality, delivery, performance, or
monitoring methods should be formalized under the Project Contract.

2. Bring together performance improvement methods

The project’s performance indicators require regular review so that any decline or improvement in service
delivery can be monitored and corrective action can be taken if necessary. This should also ensure
adherence to the risk allocation strategy.

3. Execute effective performance monitoring

While chiefly expected to be conducted by the PPP Contract Manager and the contract management team
as chosen by the Contracting Authority, in sectors where there is a chief regulator, some of the monitoring
can be performed by that entity.

Sources of monitoring include:
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o Data provided by the private party: Usually, the private sector party is responsible for sending regular
performance update reports to the Contracting Authority, the content, frequency and format of which should
be specified in the contract

¢ Independent experts: Spot checks and audits can be carried out by independent agencies in order to avoid
bias or provide a second opinion, as with the utilization of independent engineers in order to monitor
compliance during the construction phase

e Service users: During the operation phase, if the private sector partner has a direct interface with users, the
government can set up an interface for direct feedback from the community on the Project Company’s
performance.

4. Assess performance and take curative action

In line with the agreed contractual terms, the PPP Unit must then evaluate the performance against the stated
monitoring standards and take relevant action. As outlined in the PPP Contract, there must be a gradation of
penalties for poor performance, with the requisite fine progressively getting worse in line with the severity of
the transgression. As agreed between the parties, warnings, formal notifications, fee deductions, step-in
clauses, and other relevant responses must be considered by the PPP Unit, along with any curative
measures that are required. In considering such practice, the PPP Unit must perform a balancing act — if the
practice is seen as too rigid, private players will be deterred from bidding and existing provision of services
will be impacted, whilst if the regime is too lenient, a situation of moral hazard might be encouraged.

Risk Management

The PPP Unit needs to ensure that the risks allocated to government are being monitored appropriately and that
outlined mitigation strategies are being actioned. In doing so, the contract management team will often need to
develop a “risk management plan” that lists out the risks and their allocation as determined during the initiation
and procurement stages, along with monitoring and mitigation strategies to be decided upon and outlined in the
PPP Contract. The contract management team is expected to:

o Establish key indicators to detect evolving risks at certain levels: for instance, if the identified demand risk
has been underestimated, and demand is actually much lower than expected, a payment might be triggered,
which will have to be identified in advance, with provisions subsequently made accordingly.

¢ Monitor and manage in-time mitigation activities: the Contracting Authority and the Preferred Bidder would
have agreed upon mitigating actions in order to reduce the impact of a particular risk on the project, as
outlined in the PPP Contract. Both parties must ensure that either the government or the private sector is
performing the necessary controlling strategy, depending upon whom the risk is allocated to, and assure that
appropriate and timely action is taken, if necessary. This could be done by either escalating the strategy to a
higher level or renegotiating the contract to transfer mitigation responsibility to the party best positioned to
handle such risk.

¢ Implement emergency measures: if there are certain unforeseeable circumstances, emergency action might
have to be taken, which will have to be discussed with the Preferred Bidder and performed immediately.

A reporting system should be established to achieve a systemized risk management strategy comprising all the
activities summarized above. The reporting system should be owned by the Contracting Authority and designed
to facilitate upward reporting about how risk is being managed. The Contract Manager should deliver regular
reports on the work performed to keep risk mitigation procedures up to date and in line with PPP agreement
management objectives to the PPP Unit. PPP Unit can, at any point in time, request progress reports from the
Contract Manager.

5.2.2. Appoint Contract Management Unit

Management of PPPs requires envisioning of all scenarios and corresponding regulations, hence, a skilled PPP
Contract Manager, who will function as the primary point of contact with the private sector partner, is required.
The PPP Contract Manager should be appointed by the Contracting Authority after the financial closure of the
contract.

Moreover, there will be several other governmental entities whose presence might be required whilst managing
a contract, working in concert with the Contracting Authority as well as the PPP Contract Manager, including but
not limited to:
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e Sector regulators: In charge of managing tariff structures when the government is not the primary off taker in
a Project, and a private sector partner has been chosen to provide crucial services to the public directly

e PPP Unit: The Department will continue to be a key stakeholder even during the contract management
process, especially if contractual changes directly lead to deviations in fiscal implications. In addition, the
PPP Unit, at its own discretion, may provide institutional strength to the Contracting Authority, forming
taskforces and sub-units should more extensive analysis or support be required during the management
phase; however, the full responsibility to run the Contract Management Unit and ensure PPP Contract
implementation is still with the Contracting Authority.

5.2.3. Asset Handover

The final task in the management of a PPP Contract is to ensure a seamless handover of assets at the end of
the concession period. Depending upon the project-specific method of procurement, there might be conditions
that need to be fulfilled regarding asset quality at the handover stage, related incentive payments or fines, and
the need for formalized definitions of what constitutes said quality. It is worth considering the usage of
independent assessors in order to determine such requirements in order to ensure fairness in evaluation and
further contribute to private sector confidence.
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5.3. Approval process

The following approval process will be followed across key stakeholders:

Figure 20: Approval Process of Post Procurement Process
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5.4. Roles and Responsibilities

1.

Contracting Authority: The Contracting Authority is responsible for establishing the Contract Management
Unit. It is also responsible for the contract management and performance monitoring phase, regulating the
performance of the private sector operator through the duration of the contract till the handover (if applicable).
The Contracting Authority must work in conjunction with the PPP Unit to regularly request progress reports
from the private sector operator, and consistently track performance to administer the corresponding/penalty
incentive regime and observe risks that could materialize so that mitigation measures can be adopted.

PPP Unit: The PPP Unit will be the chief provider of, optional, assistance to the Contracting Authority during
the post-procurement process. The Department will maintain an oversight role over the monitoring and risk
management process, ensuring that the Contracting Authority is adopting the requisite mitigation measures

and is implementing the penalty/incentive regime in a fair manner.
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6. Appendices

6.1. Guidance on Unsolicited Proposals

An unsolicited proposal refers to a study prepared by a sole private bidder which is submitted directly to either
the PPP Unit at Ministry of Commerce and Industry or to a Contracting Authority for consideration of procurement.
By allowing unsolicited proposals for proposed PPP projects, the State of Qatar is seeking to achieve the following
objectives:

1. Find innovative solutions to fill the gaps in infrastructure and public services or enhance their efficiency and
quality.

2. Encourage private sector participation in achieving the goals laid out in QNV 2030.
3. Increase the pipeline of PPP projects

However, it must be an original, innovative, and comprehensive proposal that directly addresses the need for an
issue that is recognized as pressing and demanding of immediate attention by the State of Qatar. The unsolicited
proposal must not be based on the request, participation, supervision, or guidance of a government entity and
must demonstrate value for money proposition to the State of Qatar. It should be noted that the PPP Unit or the
Contracting Authority is under no obligation to study or consider them.

The proposal submitted by the private bidder must function either as a brief version of the feasibility study, or as
a comprehensive one:

* The brief version would serve as an extension of the Project Concept Report. The purpose of the brief
version of the feasibility study is to serve as an initial overview of the project in order to gauge if the broader
idea is worth pursuing before the private bidder spends an unreasonable amount of time and resources on
the preparation of a comprehensive feasibility analysis. Should the initial version of the study be approved
by the PPP Unit in conjunction with the relevant Contracting Authority, the bidder who submitted the
unsolicited proposal would be required to prepare a comprehensive feasibility analysis (Business Case), as
would be done on regular PPP projects.

* The comprehensive feasibility study shall include a detailed description of the project; describe the need that
the Project addresses; refer to particular State-wide, national, or agency-specific objectives, if applicable;
make a case for why the private sector’s solution is particularly innovative and worth considering; include a
high-level costing estimate; and, include a brief version of the needs assessment — stating the broad
parameters of the Project, outlining the key stakeholders, and detailing the scope of the project. The
comprehensive feasibility study shall be similar to the feasibility analysis (Business Case) prepared by the
Contracting Authority on traditional PPP projects. In summary, this study shall include project-specific
objectives, the determination of key stakeholders, outline of the project scope, risk assessment, financial
viability as well as the technical, legal, and environmental due diligence analysis.

The feasibility study should be submitted to the PPP Unit, who will review it and provide its initial approval.
Following the approval, the PPP Unit will nominate the relevant Contracting Authority and set up a Project
Committee. The approval of the feasibility study follows the same procedure, based on threshold values, as
outlined in this policy document.

If the feasibility report is approved then, before proceeding to procurement, the Contracting Authority will notify
the bidder who submitted the unsolicited proposal of the outcome. The Project Committee, in accordance with
Article 8 of the PPP law no. 12 of 2020, may decide to pursue any of the tendering however, due consideration
shall be given to the bidder for its efforts in one of two ways, provided at all times that the bidder itself and the
solution proposed are legally and technically compliant, as outlined below:

« Either the bidder in question is designated the sole bidder on the Project, with the Project Committee
empowered to carry out negotiations with them, which, if they break down, would result in the procurement
process being suspended; or,

*  Were the project to be openly tendered, the bidder in question would be provided a privileged, in terms of the
evaluation, by allowing them to automatically match the lowest bid.
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6.2. Template for Project Initiation Request

Any entity that is initiating the project will have to submit the Project Initiation Request together with the Needs
Assessment, which is a summary of the project that they want to progress further. The following template has to
be followed:

Figure 21: Template for Project Initiation Request

1 Project Name
2 Project Initiating Entity

3 Has the Contracting Authority been
identified? If yes, what is the name?

4 Brief description of the project
Provide a description of the project
including location, capacity, size etc.

5 Objective of the project and expected
outcomes

6 Envisaged PPP Model Type (BOT,
BOOT, O&M etc.)

7 Envisaged Contract Term

8 State whether land and other
infrastructure has been made
available for the site

9 Preliminary risks envisaged

10 | State whether the Needs Assessment
has been submitted together with this
Project Summary? If not, please
elaborate further and provide Prime
Minister approval

11 | Indicative procurement timeline

Name of the authorized signatory:
Designation of authorized signatory:
Name of the Contracting Authority/Company/Other:

Date:

Signature of the authorized signatory
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6.3. Template for Project Concept Report summary

Any entity that is producing the Project Concept Report will have to submit the Project Concept Report Summary,
which is a summary of the key information from the Project Concept Report. The following template has to be
followed:

Figure 22: Template for Project Concept Report

1
2
3

10

11

12

13

Project Name

Contracting Authority Name

Brief description of the project

Provide a description of the project including
location, capacity, size etc.

Objective of the project and expected outcomes
Key risks envisaged

Envisaged PPP Model Type (BOT, BOOT, O&M
etc.

Contract Term

State whether land and other infrastructure has
been made available for the site

Estimated Capital Expenditure, if available

(QAR)

Estimated O&M Expenditure over the contract
life, if available (QAR)

Estimated Government Commitment, if
available (QAR)

State whether the project requires any other
commitment from the Government (MRG etc.). If
not required, please provide Prime Minister
approval for PPP exemption, if required.

State whether the Authority has submitted the
Needs Assessment

Name of the authorized signatory:

Designation of authorized signatory:

Name of the Contracting Authority:

Date:

Signature of the authorized signatory
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6.4. Template for Business Case summary

Any entity that is producing the Business Case will have to submit the Business Case Summary, which is a

summary of the key information from the Project Concept Report. The following template has to be followed:

Figure 23: Template for Business Case

1.

10.

11.

12.
13.

14.

15.

Project Name

Contracting Authority Name

Brief description of the project

Provide a description of the project including
location, capacity, size etc.

Objective of the project and expected

outcomes

Envisaged PPP Model Type (BOT, BOOT,
O&M etc.

Contract Term

Calculated Value for Money estimate (VFM)
(QAR)

State whether land and other infrastructure
has been made available for the site

Estimated Capital Expenditure (QAR)

Estimated project development expenses

(QAR)

Estimated O&M Expenditure over the contract
life (QAR)

Estimated Government Commitment (QAR)
State whether the project requires any other
commitment from the Government (MRG etc.)
Technical Feasibility

The Contracting authority’s view on the technical
feasibility of the project. Successful precedent of
similar projects may be included here

Legal Framework

The Contracting authority’s view on the legal
framework for the implementation of the project
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16. | Project impact and sustainability

What is the project’s likely impact on the
environment and community? What is the
Contracting Authority’s view on the project
sustainability?

17. | Revenue Generating Potential

State the various sources of revenues for this
project. If available, also include the preliminary
annual expected revenues

18. | Proposed Means of Financing

Proportion

State the various proposed means of financing (%)
the project, indicative proportions and amount
Private sector
party

4

Amount
(QAR Mn)

Contracting
Authority

Other
government
sources

Any other
(Specify)

Total

19. | Estimated Project IRR (Internal Rate of
Return)

20. | Estimated Economic IRR

21. | Estimated Equity IRR (if applicable)

Name of the authorized signatory:
Designation of authorized signatory:
Name of the Contracting Authority:

Date:

Signature of the authorized signatory
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6.5. Template for Project Procurement Roadmap Deliverable
Roadmap

An illustrative example on setting out a roadmap for project deliverables is outlined below:

Figure 24: Template for Project Deliverable Roadmap

Procurement stage Description Duration

Expression of Interest (EOI) phase

e Develop the EOI documentation

e Evaluate and shortlist

Request for Proposal (RFP) phase
o RFP development phase

e Assisting shortlisted bidders during the RFP bid
phase through an interactive tender process

e RFP evaluation phase

e Selection of a preferred bidder

Negotiation and completion phase
e Settling the negotiation framework

e Executing the contract

e Financial close

6.6. Template for Project Deliverable Roadmap

The overall timeline for the Project from financial close to the end of the concession period should be specified,
as outlined in the sample table below:
Figure 25: Template for Project Procurement Roadmap

Procurement stage Description Date

Design

Construction

Operation

Handover
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