
Call for rational tolling policy which is fair to road users
Project handlers, not PPP to blame perceived failure of infra projects,

says NHAI Chief at FICCI’s India Infrastructure Summit
 
NEW DELHI, September 23, 2014. Mr. R P Singh, Chairman, National Highways Authority of India (NHAI), today
attributed the perceived failure of PPP projects for developing infrastructure projects to the failure of the people who
handle such projects rather than the concept.

Addressing FICCI’s India Infrastructure Summit 2014 on the theme, Transport sector: Convergence & Connectivity,
Mr. Singh said, “The infrastructure situation in the country is dismal; the pace of investment is sub-optimal and unless
we come out of the subsidy regime and inject substantially more funds into capital expenditure for asset creation, the
situation will not look up.”

He underlined the need for a rational tolling policy so that the user is not charged arbitrarily, especially where the
charge is disproportionately higher in relation to the distance actually travelled

Much of the problem on PPP projects, he said, was caused by aggressive bidding for projects, misguided as the
developers are by professionals and there is tendency to pass on the risk to the government when the project
become unviable. Mr. Singh said the solution lies in total transparency in PPP projects.

A major problem, he said, was with interpretation of the Model Concession Agreement (MCA). The bureaucracy has
the tendency to look for government-centric interpretation of the clauses in the MCA to the detriment of the private
sector. It must be borne in mind that a contract if for 30 years and needs constant interpretation and stability.

He added that the PPP mode is preferred wherever money is scarce or not available. The biggest problem, he said,
was the selection of project. No study has ever been done, not even by the Planning Commission, on the optimal
road grid required. Basic decisions on these aspects are not taken with care and the tendency is to go on declaring
roads as national highways, he said.

Mr. Dr. Vishwapti Trivedi, Secretary, said PPP by itself was not a bad concept. “If you have the money go for
engineering, procurement and construction (EPC) contracts or else build roads through the PPP mode,” he said.

As regards interpretation of the MCA document, he said, even in the port sector some projects have gone awry
because of the interest of developers wanting the projects in a certain way. There were cases in dispute resolution
where the arbitrators have completely reversed the revenue-sharing document against the interests of the
developers, he added.

On the occasion, a Knowledge Paper by FICCI & EY on ‘India’s Transport Sector: Convergence  & Connectivity’ was
released.

Mr. K. Ramchand, Chairman, FICCI Infrastructure Committee & Managing Director, IL&FS Transportation Networks
Ltd., and Mr. Adil Zaidi, Director, EY, also shared their perspectives on the subject.

According to the Knowledge Paper, all sectors suffer when inadequately planned projects are
awarded. Project should only be awarded after completing detailed due diligence. An effective planning is dependent
upon exact ground level situation. It is imperative now, to develop web enabled integrated database of traffic data,
land related records and details of inventory (assets or trunk infrastructure).



 
The paper suggests that to avoid long delays relating to project related clearances, single window clearances for all
the critical transport projects is required (subject to a project cost threshold). There is a need to develop long-term
source of funding through pension and insurance funds and support it with secondary bond market to access long
term capital for transport projects.
 
Additionally, instead of limiting project planning and budgeting to project cost, assess entire life cycle costing to
ensure availability of funds during maintenance period.
 
Further, Government departments need to develop a long-term strategy to build capacities, either in-house by
training and decentralizing decision making or having full time Program Management Consultants to support
departments, across levels in all of their operations.
 
In order to weed out sub-standard bidders, there is a need promote quality based selection over least cost based
selection. The paper calls for delinking payment of arbitrators from arbitrator's number of sitting for hearing of case
to remove conflict of interest and fast track dispute  resolution. Moreover, it is important that arbitration proceedings
should not be initiated unless petitioner has complied with all the other modes to resolve the dispute, as specified in
the agreement.
 
The paper stresses the need to agree base case financial model to build consensus amongst  concessionaire, lender
and project proponent at the time of financial closure and regularly update it for future renegotiation.
 
Also, as it is difficult to predict road traffic accurately, delink road traffic risk with construction and maintenance and
have separate contractor / concessionaire for construction and toll collection.
 
It suggest developing a strategic roadmap for all the future development of ports (major or non-major) in the country
in an organized manner. The strategy should clearly lay out the norms based on which locations will be identified and
capacity shall be planned.
 
The Railways need to rebuild investor's confidence by developing clear and implementable PPP policy. And there is a
case for enhancing collection of toll electronically to reduce congestion at toll plazas and resultant transportation
cost, and minimize chances of toll leakage.
 

At the business sessions, the day-long summit deliberated on strengthening transport connectivity through
convergence; infrastructure fund challenge; and India’s infrastructure performance: Taking it to a higher trajectory.
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