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PUBLIC/PRIVATE INFRASTRUCTURE
 
PARTNERSHIPS IN THE FIRE PROJECT
 

The Conter for Financial Engineering illD;velopiiett (CFED) was awarded(I a 1Delivery 

Or drr mildlr Contrac tNo. PCE-1 008-1 00-2069-0O ;ill IOC with IIU D/USAID of wi iclh 

lut liv( ll:;;() ;ion Ihe pir)e ;1;1;tio ofi; ii l (;I w illCl L . h; pIllan1 coll ctol It)coii 

the FIRE Project Paper, USAID/New Delhi Mission and the RHUDO/New Delhi. 

"ie ne1cessary reseahllcalId ilrtervie:ws wele colnducted. The flindilngs, together with 

and financing of public/privatethe contractor's experience in the development 
nre descrie(I and orinnized in

jail.:;tlt larelalrtlnr;hip: ir oi lir iarls of tIrm woild, 

clapters covering each of the five tasks. 

(li(( to
TASK;l ONE~. "'Ihen :urti;i(1(i !;11;111I rercI l,11~r((!ri oxlinitil ioll tlam i;;i~ 

the financial engineering of infrastructure projects for bond financing." 

TASK TWO. "The consultant shall evaluate the other institutions related to the 

project financing process such as issuers, regulators, traders, rating agencies and 

actors of the debt market, as well as the opportunitiesinvestors, with focus on the 

hoard (
.1a1d constraInits Ior uorenninng aI crlr el hetvveenrl potI(nata;nl inlvm(ii l 11d rOj(ct 

hnsed revenue bolnds to be developed ulder the (lehl.tinfrastructMre com)oent. In 
(developing( the chlanlfl.el topartictlar, tls nn lysis shIll valrnto llre process of 

thl h1.d.;d d)l(: lh(, exa 1lole:; inllioiltoil(. 'dual 1r1Iklrj" with sommi: ol e I vl:w frl 

Section 1. (of the task order)" 

I , tIhe coutractornhIl l assessTASI(TIHREE. Using the uxanil)les developed in Section 

the potential for initial private placement of project based revenue bonds and the 

s ~ ~n lsinnm ;rn nmid.:rec(mii e,1(Iaitioaa on how tlhe I IG and qrant finnds a tco 
objective" of t e project.ca(il best be utilized to accomplish the goals 1llCJ 

tl rinergin/ financial
TIASK FOUR. TIe cminlr;ncr ,;lmll ;.sses; the irtn cl, of 

place these bonds, as well as terms and yields of tile
liberalization on the ability to 
bonds. 

TASK FIVE. The contractor shall prepare recommendations and alternatives for a 

n undertnken by the debt/infrastruCturetrnining plan. A critical element to 

l nl is ka tri i ;:t!l ana: t arehiIi: ran rae ir: : r t ni t1recil ienlit,
(; ilici t irnl n tatin p; 

and the state agencies and local hodies. 

'I1\I1( SIX. IMncurllllulrtdl tll .:; 
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GHA/I-II'Ei ONE 

TASI( ONE. 'll~( (."oTlhreiamclor [II II(I(ml tIw ;Ili (:xiIin tion of (he ;sue related to 

the financial engineering of in frastructure projecls for bond financing." 



creiSa 
nsuifficien t government and donor'resources hav e 

in all dvciopingcunties[ tiYQoibod for accelora ted Investment iii 

in fraistructure systems. 'I owce r, 
Yltdo.lresp..ci.il.y inl1I(J(3 i fI ctllrii toofii ml Ivoll o i 'o!. b . th. .rof. urn
 

decades of
services. India is particularly affeced by this problem bCause of 


economic isolation, industrial stagnation, and population growth at one of the highest
 

riilo:; Ili thl vvcrlld
 

3he lnek(o f l)alsic tiribnnservices s tiflos i)umniess activity an.d plances .nO inacepital)l.....iO i...• T 

ig hu don on ruwobor:; o voy i..omlo s, o)lrt~roionsy on poor.li.. I Iit lic et: ; 
anid hurman. costs of deficient:environmental degradation and associated financial 


systems of water supply, water treatment and waste management not only threaten
 

.-:"uu i til llvtu 11!)i,ll iu il i l ioo.qrovWtlh Voulop ii.ont...511td, lit Ito 111c0o lilo vv id c 


Scarcity of transportation deprive workers, especially the poor, of mobility and access
 

to jot) centers.
 

and reliable urban infrastructure systensIt is an undisputed fact that efficient 

promote economic development. The difficulty in providing these systems
 

iml tiey are pulic services,o fteii provided free
tradltlomilly has been tlio percopLion tl 

and tlhat they must be developed and financed through.governmiorit
of charge, 


that manner
expenditures. It is true that services provided in canonly be financed 

1.-'0.tiu 1uj i iuit.SLI Sldl.zed. Th ctnclimion thm 1,I.Itt, hirutioli infrasitructure
 

is essential to economic development, infrastructure projects typically lack commercial
 

viabilily, Tis isi particc iIrly nci ito prollom in Ille provision ofrb sic ori)an services.
 

The Central Issue 

The contral issue is tLhat, if projects can be advanced that meet.th dual objective.of 

providing a valuable public service while maintaining commercial viability, the problem
 

uIt be taclod from a totally different perspective.
of finacilng urban In frastructuro 

The now concept is that hy combining the resources of the public and private sector 
' ' . ..
to h lg to o.itir oi t i poltlrlu, ot duol vulu lUg Ill 1s1 ltiicturo, gov ir iilts i'(I nilo 


leverage existing resources dramatically and raise funds in a free and competitive
 

secuirities market.
 

Other Issues 

there are two other major ISS ; vhichi Must. bo rcognized and dealt withHowever, 
competitivebefore urban infra'tructure services can be Successfully financed ia 


r urutliy ii.i,tieliiti il r iiiiiicmi o:IIilimarktrrllu
()If ,IiiVtilitiiiiit uivlio,!ijtiiit tiiill '111i, 

oni file close ollaboratlon of the public
debentures. The infrastructure Issue pivots 


and private sector to negotiate, design, imph' ,t,and package financially viable
 

bl, Inirui i ,L,;1wIli1; iiel1tl ('miubyotlc bold tliari et traingtI).ojoi... . *r 1) ( 
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--

1 ns ; in- dia, R idprocesssy.; Il, .xist In: Iin; ti io c."pohilities u n ler:ri to. a 
b ,ssues aeniromeiontwith enough transparen canefficeicy 

~~ The Infrastructure Issue­

1le pi t k tuUtlllhe ivi Id,!uitllcuatlo i,- i IInIfIg t10 publ and vto o tho 
design,planning, illiipleboinoittion mrid financing of uran services is - paramount task. 
i liI qiliffli 111:11; nlprumi um11111ihic (i idi lifyiIIJ :r i l)1 ho I i "nd cl 
beco-e- ConlIlorcially vibleat .";eive tle II)utualI ieLds eOf guvelriiet, Lt 

private sectorand most importantly, the users of the services. 

One of the greatest difficulties is the missionary work needed to garner commitment 
on the part of the government and the private sector to initiate and impi it a 

t.Ik Ito ;I-Illill I- I ;ko;,,:;(itetjy ntlld(.hlcO.!li iii al:Ilt! VV()l !Wuk: llr*()1I( o risks' 

rewards, and responsibilities of sustained infrastructure development, investment, and 
monitoring. 

Unfortunately, this now view of infrastruture provision and financing is not readily 

understood by government agencies who resist relinquishing responsibilities which 
traditionally have benUl excluSlvely illtheir dornalin, nior by the privale Sector who 
customarily has seen public services as unprofitable undertakings not worth pu rsuing ' 
relative to moraidtve Investments. This lack of precedence rians that both the 
IJOV0 im lilt Mil tl , IIIvlt ", : (:tItl n:l;t indw jm i 1 Ilitluu; lt iing ,ro.(:M;:; w ileh 

Ie()otinting, plysic lly illiplel m ltilif, ainld fii aircinlly packa girig eve ry,project. 

1 hli (:,';; h;;lntnm!;ve '.nd huIhly !;Irlalitl , hill ll(:;t leWVVadlii hi tiI } (eld, I:; 

shown by the experience of countries that have embarked successfully on 

public/private approaches to infrastructure development, Abundant lessons, new 
teclhnoogy and strategies have been acCumuaIted. These should be heeded in Indi, 

as the GO embarks on unprecedented financial liberalization plans and integration into 

the world economy. 

India is ina prIvilegod position relative to othor developing countries to success fully 
develop an1d fliiwlice uv l);,m11,frasti'cttirelpic)jincts. While oilier dovolojpig cOtIlitrlos 
Stu l eJll 1scaiit (1o1MIS 1 a , !Ii ,di a robutto obtailnl prit( Luinlii l(tIally and bro( ins 

Source of local financial resources. The prob~lemn is accessing those resources in the 
magnitude requir'ed by iifrastructure projects and at a cost that does not rendor the 

project los~s tI anl colillUiorcially viale, ll Tho oaiswer I.,- to Seek finanllcincj Ill tho1 
securities market, inparticular the bond market. 
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tleparam ount task of instituting-reforms-in a financialThGOI is'rmbarkedon 

.SyStU1n1 twhiCh IS ou~tmode(d an1d beset by inefficiencies, some deliberate others 
by tho rapid gro~th of financial transacioievitable. Some problems tare crcated 

nia system not prepared to cope with the volume and sop~histication required. Other 
t 1()pi:; ii 1)n pi wich kif-d onii, thesacfit!;more

piuhlw i; 010I wit;(riy 

0cIonfuSion of thc system.
 

11c lo dl 1,I : u li ;1:; vfine does. 1r01 exk 

Most debt transactions applicable to infrastructure 
"A ii,i.op rltn'1"I Stt, ( ilinduslri4il cotnuntrin;, ;t L 

in India with any degree of depth. 


are in the form of bank loans or private placements with intitutional investors. The
 
standard Ol)eratloll Inadequacies to
securities market Is plagued by problms froi 


outright and deliberate obstruction of transparency for personal gain.
 

101IHowever, not all indicatIons are negative illIi dla's fhlolw ial. Iiulkuts. "'l are.
 
development
distinct pockets of opportunity for sustained economic and social 


througlh the use or the securities irirket. This is a different concept from the purely
 

speculative and wreckless transactions which have taken place in emerging markets
 

the last decade.which were created or revived in 

Encouraging Signs 

-oitimicl for dhl ::o :irition in. Indin appear; robtsit. 

. ..IIril;rbl.. the level of l oll:;.;rThe a~irim izit of fin licinI r. .. i nr l. .
 
;l Ii ; fmili bil ln
de'velulIn9 G0LeontliI :;, "ritloiMIM!ii !;vilnJ:; i1(1, intol1e il io 

non-residents, repatriated Indian capital, and international portfolio investments, have
 

In particular, the potential
contributed to increasethe size of Indian capital markets. 

demand created by a high rate of domestic savings is a positive sign that. dditional 

will be available for viable investments.resources 

iil3- (mill~ittedl to the( ilipiCovoIllit ofsohil exhltIng In:!;1ttmilsn:; 
operations and transparency ii tlhe securities market. 

which aro Iinve been caught IIIItis encouraginig to see some lnStitutioi: too hew to 

the tainted financial web and some young professionals who have a clear vision of
 

where and how capital markets should be guided. Some of the examples are the Over
 

(orCEi) with e(lectronic 'trding (-al-pabilities, doubleth "CoLuter cxcl ntno orfinI 


quotations, and unparalleled transaction transparency; and the Stock Holding
 

Corportion of India Limited (SICIL)iwhich offers custodlanservices on all securities
 

taded In the exchangiesi 1)(1 lnidh
the cal)ability of p.rforii !lrmoniic and settlemenL 

s of this date not lgially empowere(d to dospecifically on all bond trades, althou(ll ii 
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-- An obvious conclusion isthat, there is;auniqueopp ortuity inn ia aett 0h' 
'1u c of the securitLos marketti ular the boid market to enOma)sses.projects 

i h.im ire i s soc illy conmimezidahlo as Ii my are c; imiicmrcially vial:. Coi icld ni tailly,
 
te1w sipply, of infrasrtrictir: (l,)l securities will h lp s tir ulte activity and
 

Lriisuporuiuey Ini the debt nurket. m-nU ui
xectiv 

For mm(~ihlp1, ill :;pliifI of O~m oporniiomd' mid~ iocImic:;il mi.apbilitine:; of. OTCEI,'vnIry fow
 
Issues are listed and traded on that exchange. Its executive mnlagr has a lucid idea
 

of conditions in the capital market and the expertise to mike OTCEI grow. Yet there
 
is deliberate resistance in professional investment circles to allow it to Succeed,
 
probably due to the fact that it is too transparent and efficient. All transactions are
 
recor(Jed to provi(e a clear.audit trnil. Apparently tlhis is a feature opposed by
 

lurn mt ,xi:;:: linci olo (imvhrou!mSrw:ltl.co ul; II l uX(Juitll (Uo,;wlmhet II ,l .: a mm e t for 
private deals. 

Unquestloniably, new Inrastructure boiIds will benu.lit OTCEI by increaslng IistlIogs, 

committing market makers, and expanding the secondary market. 

Since USAID assistance for strengthening the regulatory environment and operations 
of the securities mnrkets is covered in the other component of the FIRE project, it is 
101t ;l11 l lt d loul, ".1( 

Alorima live:: -

It has been determined that only commercially viable infrastructure projects can be
 
financed in the bond market. Commercially viaMle projects are only those based on
 

public/private infrastructure (PPI) partnerships. This kind of partnership Is a sharp
 

departure from traditional public administration procedures, especially with respect to
 

1-basic urban services at the itmunicipal level.
 

Since the FIRE project seeks to demonstrate and implement infrastructure finance as 
-Ina ml:; Otl111lalinll ilkrrlni, co imercinlly vi;le projocts qu lillyI for tIho deb1 Illy 

under this project. Con1sequently, thme departure from traditional public aduinistratlon
 
procedures has to take place Iintwosteps, to wit,
 

Step one. Public/Private Infrastructure partnerships must be taken through a rigorous
 
organnzatlonal, logal and financial drill in order to succeed, Only theei commercially
 
VIll)l Imflucts. c Iu pIelmlod lol Ihln cI:liuJit ti kot fllt;l, "
 

Torrmlsn Ili ins rmmrlcni, not leln fol. proj 

to l oiii n iut ;llly vlile '11 1li1i ci l : t ieItr l( i,,jUt;t 1i11I iI ioc:kliu(l willh
 
the needs and perceptions of investors very much in mind.
 

S tol two. fiti imctinI In m,m1il It i's fIlh IIhe tct 

http:rw:ltl.co


______ 

I1o capltal structure of the project is coinposed or two categories of capita debt 

V~ and equity, which can be 
~ (l';I~nwI e~iiritylfl onilex-y, a reurdliy hilVnflid mlprojects-dnd­ccordii~ to 

fli 
Ieood? and when can it be repaid? e siros of Investors 

* I! tnrot itivestor , iroup;. llI,;w l lien ds (f emli. Jrojo vary throu 

whjeni anid Iow much is 

ab!o voly: wht run: i h ni:;t mil: mIty, wa : tl [!!I( "Illd (ji' t ;a i
 

isors ornpilal with providers of. capital through viableThe process of mntchinq l .il h i t l l t)'!![I .i1ii1c lhil h l '; t m t:; i('l m,:11.11i , I.; III():. f. 111

Infrastructuro financing in the bond market 
It ltis to corlete these two preparntory stops in order to " ... domonstrat ­essential 

nnd iinplrnent ifrnstrucitire finamic; a;a I i mmis hr stinitlaLiiq tIe dlbt I1mntk.t... 
tle :l1 E project will be frustrated.Otherwise, thehl ifrastructure cotributiol to 

Only after the two "tlehindltho scenes" preparatory stops described above have beon 

completed the new Instrument is ready to be floated In tile bond market, duly 
and walked thrOIghI the cUstodial, settlement,underwritten arid listed in the OTCEI, 


nid clara:h: acci; c:ovor h(I Wth r (:mullnilmnit of tihe FIRE proijnct.
i n : in o 

G' .4 



CHAPTER TWO 

TASK TWO. "The c-onsultant slall evaluate the other institutions related to the 
p)roject financing process such as issuers, reg.ulalors'S, traders, rating 
. :ei:ie:: a111 w ill) foo:e; rti )r ) iIi (10)1 i el(01,i1nw:;I to II : l7;I( as 

vwell ;r; Illt: ( l)l )Itlitilie.'; i(Io lie;ii; iI:; (wf (orp)litili;i0Iia1111 :lho w 1 

pot(:ilizal l)(i(l itv;tors mid l)roject lma.se(l rwevelu bunds to be 
(vI rl~hl)e l itmilor I1 : lcii II/it ft, e; I to lItir((;o1npo i t1!. ilip I iitilir, Iiz; 

an1alysis slallS IvMltWLi,11 t0, slru tlvelk)pllj clha1lmIl to,;s ul tll(e' 
promote "deal making" with some of the bonds developed for the 
o;Xailluhs irnSolioti 1. (of IIe I;t,1 order)." 
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4 nterrnediaries 

channel themarkt-forces 
into ithmost r)rodUItv LISCe This i, arcornplished tlrouq ayISYStmM 0o 
ii ii'lwiiiii in Il i ; In;iltutloial)u1w1hhav 

It;ts'e sitial to p-repare-adistorion-[fre ,environment-to A 2 

100 o wll w), I:(d1"w;unc:;,n oi 

ia!: l(Iro;ll i il i' llIIIh !idJlliil o ld 11ii:1 'H 'I o lfi(ii~ 'ii=;; i'i i'i ."' ill,;l I1l"; ht wil il 

a distorted fashion around governnent concessions and regulations The other 
component of the FIRE project is addressing ways of correcting thosedidttions. 

Under this task In the nfrastructure component, institutions rolated to project 
finincinrl wore, evnlinted in ierms or their adequacy and preparedness to develop a 

IJ1,11i110 to mai'iket ibid, !;w"ciilitino . It wIn; foui'il 11,11t IlloHW i itii(oIlI 11!; ; iiw;ll , 
channel or distribution which are best 'suited to provide an adeq(UateiviiLir.imoirit for 

the creation and distribution or debt instruments are:", '' 

1. The Over the Counter Exchange of India (OTCEI), has the technology and staff to 
execute computerized trades and offer electronic settlement and clearance services 
with utmost transparency. All tmransactions are recorded to provide a clear audit trail. 

2. Stock Holdin(I Corponition of India Limited (SJICIL), has the capaility to ofr
 
':u;'i~iuilloi, , vl,;imV ni:lithim; liu!i' l ' ll ;'t vvII
( ; toil hi iIm uiIi i ll, widIneltllnt, 

imp)ortant Is that SIICIL;lins the clpability to perfoW clearL alncead settlelent Oi all 

bond Irale:;. SHIIClJ 'klpe i l o ii rail !;atn at tiniT wheii;,n, rror-fri a i wlich the ( 


.... . 1d l , ilu )UI'td iy .,tuo
. i p ial;w;,It(l. db ukw :;. 

3. Securities Exchange Board of India (SEBI), has a genuine interest in regulating the 
securities industry. 

o t"I :l ceril i 1/I'1". It) I ['li"tro :tlt I.ua!.la i 1rIh .iuli1 Survlc:;:,1. . (IlI.FS), i:; plo t , 

development of infrastructure projects with private participation and the financing of 
these proiects in then bond market, at competitive investment ratos. While public 

'illl l 'oo r 
no capability for sustained InfrastruCture management, this.market-oriented financing 
Institution has made some successrul attempts to convince selected municipalities to 
clircuimvent trraditlot il i)ul)lic adnilnln.tratlu0 rceclires, (nter into piartrerslips with ­

Ue(:tur ln: tltiiloi , hn(d ud i i itiljni i I d ivolo lllt loldull ;, liw llioltl I 

iwn ' 
the private sector. 

Th.o inslitl : t will, tilo 00(t:;c:l;ld li:e]it t ,i1ldou . 

speedy settlement and clearance, assume custodial and depositaryi responsibillty, 
tiokii lihav! , pily to pirovld III'iiIll 

A 

hoollmto s imi ),i" for Ilho insIirimlont i ,I lowv re sonnti cost,nIlpirmiii; ri 111 kI(l itiltm 
jhas Initiated an ow process of infrOstructure ftnanclr' inl India and IVrady to 

continue expanding it. 
SiLFS 
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,po.em: ... .
 

the F1I 1)1 it iddi l. l !p d rtlal o1<rd v:'rZtOi 
poliiesnd framwork Ii7n mntiis ti IRE- projc-te- Iocusi.s onai.a 
Tim oI iriI coilriponciiii o 1II1: j() usii 11re0br1.I 

f h oont of ti 
dif fiC.11i- Is. e"ltiililtiirc[,spieci ficrniy In cn" i dIistIribt ion O11in fri')truc Liireil! ml- o)f )f 

bonds.'
 

ionido.i III tli ;-Ivninllcl-kotCom tiiltaiicIig for (Inc (Ino ; rj 

Several difficulties were identified hut ail of them stem from two major constraints for 

:;> be -developed under (lie dobt/idrinstructurc component.'~to 

optli i i' ti ilii and bondOnoii wior cois trali i.ri ci i ul; holwu(i potor i ho ives tor 
-;o7issuers is the lack of financial communication and ability to interpret and val ate 

financial information. 
' 

and trainsparency can be effective unless professio alsj receiving the information are 
ca~pablo of analyzing it critically and objectivefly. This constraint can be Surpassed by 
makin g financial analysis training avalableto ai wide range of, professionals SuCh1 as 

II orcc lI pi mI ;, fl mimil Fiirtherniorot nil t a unolo;,;il imi mai ovnim o )ficial!s; 

understanding bond m~arkets,aiid miiiginUJ bond portfolios require skills which depart 
from Securities analysis and trading.. 

Another majorconlstrain t is (lie nool to r-Vallualtourbanll iiifraIstrUCtUro managenfmenl,. 
and financing in the context of private participation. It has been established that (ie 
linkageobetween bornds and infrostruIcture1- projects can only be deter01Mined through 
comrmercially vlatblo projects in which tWe private sector is involvedJ from the inception 
of the projectin its entirety, not only at the time of. financing. 

R lnt.sanco to prlvfito ,;. Li Involvommit :;lild he expected. Although local 
governments may be amonable to private financing of Infrastructure projects because 
their budgets are strainod, at planning time they are reluctant to relinquish their 
111.tlio rit~y to tprivii to L(ctinlog0y and OX 1)11r-t IS. ConMICequo0imtly, infristructure bonlds 
...need to be dosigned very carefully.sisOnl (le Of the comrcial viability of the 
underlyingj asset, 

Opportunlities for tlie developmemt or a sounld infrastructure financinig procedure In the 
bond rnarlkot 

aAssis umnue Is tioudod by thu 1hintunnudizt 1w; l:,;tul lihiovu I 01 (b. to-cluilr tliuulwnumu11l 
for effective infrastructure financing. OTCEI and SHCIL have already received timely 
ni:;:tnnnnci (tonm MoA),jnd Will conitin to n(i nivn it nliflr Wiltli cfla:dnsihld 
In the Capital nialkets com ponent of thme I*IHEL project, ~'' 

9'a'a a a-a: 

' a-a ' a' -",a a ­

"-­a a I.. a:;a 

.. a I: a-a:: a­

-
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p a new opportunity fJr USAID to continue to strengthen and broaden the, 
rratructrefinancial capacityof-India through the domestic bond market. _______ 

~'The Infrastructure Leasing' and Financing Services Ltd..(ILFS)S "g... .. ' ' .. . .. . .. 

S hosuccess~achieved by ILI:S in)infraSti uc(turol' finnlC11 lCIio 
company pioneered the ,concopt almost singlo handcdly. 

Io01t0 fact that the 
ILFS' is a for-profit, i 

constraintsof the Indian public administration onviionnent and, bimiga: set -financed 
firm with its own limitations of time, money, and personnel, ILFS has done aheroic 
aOffoi t to 1;tructurO c~moivrcially viale:(urhnni 'service Ii frastrUct[Lre projocts to- be 
financed In the secuities rket at commercial investment rates. 

Constraints of ILFS m 

Allhough ILFSuchienvd h!s remaka l busilneSS SUe breakinS ground i 
ainrastrucLure linancing, It ddos not hav0 the capacity, at lts'own expense, to lay the 
foundation for a now concept i Infrastructure development and 0assume the 
responsibility of disseminating the in tio throughout India. 

towever, 'this constraint presents a unique opportunity to use the experience, even 
if short aind smalnl relative to thn task ahead, of lLFS to jUrp stwt nnd aiccelerate the 
1proje.,ct dellmonstra tion uIaid i'ep)iCZat1lI'n)IOGUi'; ';OLlUL I I Hin 1h:11RE pr'ojectG."'"' 

-. ' 

a 

Thol fl;F", ioiean; c~iil :I: x nl:; ill cJilltii i 1111m)I~n40 i. iW l .oillii::iuiiol (If tho( 

plothora or viable projects of this kinld which OXISL inl India. The' Mahadya Pradesh 
model trust devised by ILFS for he first urban services commercial project to be 
inauMgurated inAugjuSL 1903, Is but 01one Small scale Linda rtaking ($)2 million dollars) 
used to break ground with a new concept.'' ' ' 

-

WhW~ile buildingy up)on.the S2uCCUSS Of ILFS ill ioncriigprivate~ sec tor paLricifpatilln inl 
urban services, it is important to advance the co'ncept'furtherand set the basis for a. 
Illowo fly:; elntiIc in frn I nu; iiire (leveoc) p ifl 1- aiml fiinancing approach to ai V,-riI yof 
piojeOCt! wlIh c0a1 b0 Iillaliicu(J iii 111 oi idl iliik 'Although FIRE .,ca only 
concentrate onl selected rlnuJ~iciIplities and projects,. the systemnatic approach that will 
be developed will servo as an example for demonstraition and] r'eplication Ini other 

as~ 

, 

0 thor Ins~;titinlons a 

In order to achieye wide dissemination andciadoption of infrastrUCtUre'dlovelopnient and 
1111lnn lnij 11h~nn , I will ho imnr(:;;iy 1'tn inivo'lvo " ()hir linjciafl mind tirbanI 

'aadevelopment 'raiatosto'complement th wr o LFS. Furtho'rmore,.if ILl S is 

organzatins th wor 



expected to tackle larger and more complex projects than they have in the past, they 

nCCd to acquire Spucilic; specialized cXl).:tit 

11 
b it IC i;!lini ) wIIIli;f iiiIia:; IiI()I ,fi;I)OI ;1i1 

If IIF 1S:lotiill b) soelci(I ;i,; IwIM t)rFor wor for 11i.I)rojOci , thi:; firm cotili nm k 
18,(0t,1;
a ni.jlidlio:Ii t c: Oi ilm t Io O1 ( u:wlt 

by providing what could be termed "laboratory coniditions"financial intermediaries 

11n1dtor whichu() 'In Iminld. cm 0x0. ; idnea i,;, nl;ihbor~i1 iniil ~r Fivo.
:liirr 




:':12-i ' } 

m wd l; 'n i k -olk .11l -cm 4ll 

.. . ... .i iV 

ri,., 

i,: v~Uilie toiaccmpis th goa l an objec~.t :,ive of! th project. 
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<4 I ,' - ¢ "'1 ' ] : : <I; ",7 ,: +7 1 -i i ") g pi 

A"ol I.LII~i j)JOlil m ilyI istily y Il('u(' prl)ucts wtill liot 1)0 tin(J(ori'lak(IeCv~("IfI lly
 
~do have commercial potential.
 
r 

/\~A.AWhy can')t commeial('ly viab~lo pr)WI( 'tit' lncod entir ely by thip pnivalf 
'"'Sector? 

It IS 0 TO1 IOLIS tltliiklithi 1 1 a f)I.JUc I GuilIIII ilI Illy VI1-i)1i ii U10iiiri 1 ;v;( iil
 

finance it. A decade ago, at the beginning of the privatization
will promote 'itand 

trlnd stirtod in IIIhUK, it airshilievndithatlm h privato sector woild flock to take
 

over public companies an(d services as soon as laws permitted it. Iln some Instances,
 

such as telecommunications, this trend maystill continue, but rarely is it evident in
 
LIMIb Infra:;trLiiture Mirvicos. Outsde assistnne is needed to bring the* latter to
 

fruition.
 

l1.I I y III(! 

'with the prodding and assistance of donor agencies, to ignite' a process In.which
 

not in spite of the private sector
 

ix~ 1m1ionwo Im:: :;11IOVVI I t II i 'II1 : )di !III Il in 110(21(2( ) llc O t1 lti 

governments must still play an important role, 

Involvemeont but k0wc00ly bocaULSO Of It. 

B.Technical Assistance 

the part of governments forPrivate/Public partnershil)s must be carefully crafted on 
+
two important rensons. Ono is:tlhe fact tliat tle position of tho .Iovernment can ..ti
 

wni k.l for la'ck o (;x i.;(I dl;oillh (lwill lud il V;oisoiivalo milfliklil.., boll I
 

(lonlostic and nliltinationnli. 

The other reason Is that the private sector can not afford to incur tJie large,
 

unrecoverable expense of Identifying and planning public services which are' marginalL
 

with respect to commercial viability.
 

Donor assistance In this area must focuS on structuring comprehensive programs, with 

negotiated benefits, payments and guarantees, which weigh fairly to all the .... . .... .. ...... .... . .. di. .. l l il :' m i ....: lilk .. .. . 1(.11 o . I ilio n 

C. Financial Assistance 

In many instances, Iin order for projects which include a large social component to 

become commercial,., viable additional funding is required to jump start the process 

l ial t Ioliln I l0LXai 111l10 I,, construction loanrs,. The cost of this
 

temporary form of financing is recovered at a later date when toll or fees for the
 
IfidI In rI i,;ilicr1)(1 , nom 

•Sr~vico re collected. -1owver, if Ihe cost fo tho temporary lon ts, too high, the 
' -Iw :;ton:khol ni i dimhnl;l i id tho ' : 

project may cease to be commercially viable . ' ' -

ImiiiIlU l oio ))Ii joul. tvillohOl tll ldk) pi y Ioll ll ilII t 
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I.(I
A nI thull((:.x, , 1!; Ilim (:()Illlil~tlli()ll :;:(( Ili( ll,'y ) I I ( t -I\',:l dci t ll t!h (if tolH' 

co-sponsors. Infrastructure projects usually can not be viewed in isolation hut rather 

muiist he considerel iilthe broaler context of ulhaii dJevelo)ment. The mn(.]litUde of 
iIIIf.I sit icti:ir: is c iliic ll,illy
:';lj)( I:
:iwl p)mC)je( ts, i; illli(li;vlI(! (:II l(i((lI [()rI. 11)81 

require filla ncillg fromci several SouCrce Oftcapital. Thle I-IG will be all essential 

component of the early financing of thN project, in order to nttract fu ndIin g from other 

Illlily illlt llc(:,: I ICI w ill liillI ()fII II1(i11:Ith Ie ri:;e l I!,i I plmIl;lly filn ojec(t. -li:; 

that I IG fLlds cal I1)I reL';eId rel)onte(lly ort ioebene fit of july1l) startilj a nIutlre)()r of 

will be multiplied th rough a largerprojects. In this sense, the bencifts froin tI e HG 

mal .~IIIlII~iii )[Ituojircts ; ee 

D. Wly private p)articipationi in ptl)lic .;(rvices? 

Because governments have found that they can no longer afford to provide the level 

n ! q(Iulality of iifr;;Irirll( :,;(,rvic(,; r(e(lnid l I) iml)rove th (Iclity of life of all 

)eo)le. Lack of )ulblic fUlding will I)eCor'1e eVel 1ore- lCute(; illthe future. 
and finance public services.Governments need private investors to build, operate, 

LE. Why seek finan(ciig, both (-it ;a1d equity, for illfrastrtIctuires 1rojects iii tile 

securities market? 

I)(IIm' i:ui1[0lWuild; ait 

in the securities markets than throLIgll direct loans. 
Irlin the staldpoilt of the 0Ioj('(;t, a toiVVe cost call be laisod 

From the standpoint of the econlomy Ns , wlhote, becau.se projct; will )e closely 

scrutiilized by tile nr ke t, far nior' rigorously tllan by a1gove r1rrOnt-sis id ized 
lender. A result, those projects that are Undertaken will fully justify the allocation of 

are rejected by tihe investing market should be reconsidered.resources. Those which 
Sonie will be duteriilii nd to live exclusively social valuie ai Id sliouuld either be 

attached to and receive a cross subsidy from another commercially viable project or, 

ifthis isnot pn-sihhl, he :ib)ii/ldor lly hy a giovernmlent entily and financed out 

of tax i eveinuis. 

III. Siggested lstrulliiits AndCI leciii(tise.; )rProject Fillaml(iil.i Ii India 

TIhe array of interest rate teclir iCIl(s, irItrlInIe t1sarId )rotection devices Illns 

eX)anded rapidly in the lsl.'t few year's uId will no Ci8Uit)t GoiitiIIlie to do sC in the 

future. These devices can be used with many types of borrowings inproject financing 

to rcast Ilh i lrr;t r;at idciirrnnc:y ri;<. 

The Indian market has the necessary liquidity to accept these strategies and many 

m (n. Al :;()s e li;imi tio(f) :;.;i l ;wll() 1) ; illIl1e :;uctiitis llalkot:; ahteady 
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have the expertise LO adapt new instruments to the local environment. However, 
these finance pro fessionals are only a handII of people who work in a competitive 

811(i rio to Ih p of 

fir1ancial SO ph istication i1ced00,c to d si(Jgi techcliques and instrumen01 ts to coniforn to 

the project and the investor, is not available at other th an the higlest level of finance 

sector dvulc(.ilrS, iliv(e;tol;, Mrid Uj iiriiert NUJ(IIies 

ilirarrmclll (,Ilvirolrill(rin t 8 ! iiii:liriml ()ivlII(J(! lllx!il ti'. ; "ie llvel 

liI India icr to i)i Lvte VUvei at tir0 
national, state, or municipal. 

ill( tiOwIi llio f sor)li (: i( IL ;0 11(.idill,';(r.1 tt ;S 

tl rt could hie u1se( iii Il(Jia for ill frosIr(L:tore linarIil(i .] 
:(ll w i-; ( ;:sliii ,t d lirll lii; ilt(cl i I 

Co-financing and complimentary finalcinig is traditionally used in conriectiori 

with international development bank loans, but it is applicable in cases where 

li t'iili cvoirlius, frlrill ciffwr irt 5; (ij : , w liet .r ()fici~il lfti(lirl(I i; ifivo)lv( (l or 

not. The idea is for the donor agency to provide seed money for the project 

to encourage the participation of private and official investors by enhancing the 

SoIVerIIry Lll (l Ipercuiv('d crudibility of (lie projuc t. 

Banl(ers acceptance securities to back up letters of credit extended through the 

conistructio period. "1I, letter of credit (jltiraritees poyr irut to tie stip)licr 

of goods and services. The issuance and backing of the letter of credit is 

p(rfrnriehI ry ; hiik . TIr (I r:r iii n ll li rb r;ri n is a sc it i called "lfarlikers 

Acceptai ci", wlichr is traded ill tIr, dubt mnarket. 

Global Depositary lluc.ipts (GLIl's) am(i similar to the Arirri carl DJ)p.sitary 

Receipts (ADR's) in that they are certificates of ownership of securities issued 

in the. cOLnirtry of origin hilt they are traded globally as well as domestically. 

This mechanism, as proved by tihe extensive use of ADR's, is an irmportant 

mechanism to stimulate local markets and obtain international funds. 

Caps, floors, swaptions and callable swaps are all interest rate protection 

devices. The purpose is to enable a project to match assets and liabilities, 

wI r(Ir lry .1 Ill j'c I (:8l1 rce;il : tO ll treii im!; (ril to matIClI IlMer inImw II r renm hht 
ilr'orie stron i;rs on allira set. 

(-:irl) or fl oor:: :ll;lh Ire i:;:;r lo 1()h(:I( ii ;a (h(!fired ri ) ;iVId rI (h w)imw ;ir(l ri:fk 

exposure to floating rate. lThcey ca r be either attaclhed to a fIoatirig rate deJbt iSStLI 

or pLirchased separately. Swaps enaible an issuer to lock in a spCific fLllding rate. 

A :;vvditi)mi Is ill ()pti(il ()itit V ;iI) vlwiIh liv ;n III; ()VVii(.i ()I Illu; VVi Ipti(o l III(t ltj l. 

to enter into a swap at a certain rate at some defined time in the future. 

A*iirrotli v;ikiloi i tr;t ;Iiiilil I loalirrq It; t! Noto witl I (;.ila . '1'I1(! :;(!c)0(l 

notes were developed to provide issuers anI buyers with different advantages. 
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The issuer is protected if interest rates rise above the cap. The buyer receives 
in lit acci 10( LI i l r c ; iwhi0;;i; rul-I IIu r' r to; mi Li I)( cl 0im.; t i1 clt t 

a privilege, or an asset to tile issuer, can be stripped and sold back to the 

investment banker. In turn, the stripped caps can be resold to another lower 

[iraCI(JCl Cormrlr:.iiy (s.uchl I.-; I illa:;tLtictille iioj(!ct) which could have n(ot 

otherwise have obtained capped rate financing. This strategy only applies 

when there is probability of raising interest rates. 

Zero coupon bonds. Tlhese are IOplIdis(CouLnt bo (dS. TI110 issui price of tile 

hond n tle lime of l)riir:Ia:se i.- imuch lower, depending on term and discount 
tlu ViIILIu 'Il1h; ; I vvild( IillU u- ofrate, thi ill ucul atldinlltilty. h Iopu 

possibilities for using these bonds in project finance, from guaranteeing another 

ohligalion with equall maturity, to coverinq 7eros into reqlar honds or equity 

once tile project is well LuIrdCrway 'ii(d ploduciiig prolit.; stnfficienlt to cover 

redemption or conversion. Tile key feature is that a small disbursement is 

neede(I to purrchase n zero coupon bond at a time when the project has no cash 

flows. lle smll disbursemnt IuyS a guaraLntee for an1oter inve,;trimelt until 

the project is capable of retiring tile debt. 

IV. PPI Projects: A Special Case of Public/Private Infrastructure Partnerships 

lile en ire Asia region is!; LJirI u(-iirij ira;ssive ecoiioriic dovelopmriulit arnd 
for massiveexpansion. Rapid economic expansion translates into a need 

(Iev hlnluiiinu , il(I ilrii tiiie J i(jnct;. It i; i,;liir;i l tht; IIs re lioln, 

excluding Japan, will geneorate 11IC(0 tilal $500 billiorl wor tI of iIIfrastructore 

projects in the next five years. 

The need for capital investment ;s large and requires enormous funding. The 

realization tIat alternative strte(liesn mt1s)t e employe(d in d eveloping new 

infrastructure, and maintaining and modernizing existing facilities, has led to the 
use of public/private infrastructure (PPI) partnerships throughout the world, and 

tiiiiiarily iii A:;i. * lns pihllic/pri'-'ain pa Ilisuhi;noi ern~)oy the nvsO of 

13uild Own Operatn (1300) ai (13.ilhl Owili'r;i lilsfor (130T), arid othLer varial its of 

private sector participatioi in ilifra:;tructure dlevelopment thait promote a greater 

an ioui it of li.;:; sI i OWi )Ipivateso ;ri1( iil ici he illi projectVi th I I i d so'illi 

identification, finuncin q, management, arid inmplemetatiol. 

lhe basic I'l' is thme of ili ai giii;uci ts by tlheofflaracturi;tic ustahlislIll irt 

government to grant long-term, irrevocable ,.oncession agreements or 

[i .rim:;ciis1s ; ,,ii ilnIn I) iv;ile iliv:sini., li ilIe i In hIiihl, ivwii, operI ,needed 

infrastrLIctur(, iii return for ari excluSive (conat Io provide seervices over a time 

period sLi[ficient to amortize tle capital investnrent costs. 
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A. IluhllC/PIhlvJOtlIntro,;llls Iii 1lIhi 

In the context of now markent-oriented policies of tile GOI nnd the need for 

attractil l ()oitloh (lii t ilivosti;tnIl t; ;111(J tuc liilo y, tl( : ovi.;ioll of 
econon ric policy.infrastructure is a key prereqi;ile for tle success of the new 

It is illtlis, (:orrtIex (-,01h1 iOw !oij(l t the lnirticipitio¢l of( t e private1 1 te Gll(:i!; 

sector in core fields of infrastructure to provide, in a spirit of partnership, 

financial, managerial, and techlnical resource(s. 

India possesses many of the clharacteristics that will determine the successful 

irnplementntion of pulhli/privale partnersIl ips, notably: 

a) a desire to promote investment 	in non-traditional sectors, 

b) a growing duiriarid placed onl exi;Ling illIatructure and a rcogritioln of the 

importance of new, more efficient 	systems, 

c) a growing relLtatioi as al attlactive ilivestillelt locatioll; 

(1)n firm conmnilnn i by ItIe G 0i to promnot market-orionted approaches to 

economic developmnte0; 

l,; '11l(l(-) Illlil f.1v1f.;,, 

f) nmost irll)portaitly, an activ, cnpill market which Ias gainied depth 

co llsidelrably :;i U lru(X lli/1!)80,;. 

B. Guidelines for Successful Puhlic/Private Infrastructure Partnership schemes 

ill India 

A\ feature of PF' rtrin that -dititmld he. kept inl mindr is their par-ticular 
;uLitLl)ility lt lillill(ilr Ill(,' (:.ulJit;ll (:ostI:;l r; tiL() ;ot Of ijff tst ttuu p Oj( (; 

for which techrical, ecotnoinic, and fiinicial feasibility can e determined. 

r w ill ill proiec t:s tlrePrliv r: in r.I!5I , I rou')? ir i tm(1 	r'; I lirilt;ki gnil umll to 
a 11;11 (;rIerh , Mli(Iextent of tl(ir ('l)aity to 	 ;Iw!eIll can IWtcapttnll) 

applied to the amortization of tile capital investment funding. This would 

typically include suet: projctsashudgs tmiurrils, power prlants, ports, airports, 
trunk highways, telephone syst(ms, water treatment and waste water 

so hut the examples given.treatment plants, and on, ined not he.limited to 

PPI is tlat it uses the creditworthirress,Another important fatUre of 

roar r(urtru inn :Iicapacity, cn iaetIm i nnon I, and "fii cniul st amil ra'' of Ile 

: vrivit vvillio lriftilmnll ;rtu lJl''vi lilV l(lily it!ill wihh 0 ih:lli Iuuil 

and often includes participation of the construction contractor. What is crucial 
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is ileprvaenvestorIsthe borrower, not the host country njnistry of 

oragency f the government. 

Since' the projc-ct is financed throui6oghno 6Ifii- ecorc iifiid'i 
institutlion liiods to 1)0 assured that. the owner/investor hans been awarded a 

'
 iJiI 1i1i I ..... I..l mi afil oox i ivof t:l ii:,a am ai aI~ nUii"Jilil II) W I 

operate tho facility for a time period at least long enough to permit amlortizationl 
or the construction loan. 

Included in this franchise or concession must be the right of the private investor 

to cnpture all or ruost of the revenue in theform of tolls or tariff paid by the 

users, and if necessary a Central Bank commitment assuring full convertibility 

into dollars or other hard currency to permit servicing of the loan; foreign 

(:(im:; I01Iil :111d i i 1:t:; .111a lpacity (f 

making periodic remittances of dividelds to shareholders from profits. 
oxclimrIl;U a f ali: ;i Illt 11lilit(! d Ilti : 

"rho Ji11i(:1)a1l l po)l)cl of IiS 11rI;IJ011 t 1o0 a ( evuv(ltI)ilfj C(otiuitry or 0!1) lii 

transition to a market system, especially one already heavily in debt to 

commercial banks or international donor agencies, isthat the country does not hiiv(', to is;sunmo rlyadditionial sovereign dlebt to get tie project built.; Anothier ";. i 

advantage to the country in addition. to this avoided cost, is the greater 
anespecially if on 

c(;omiipUo ItIvu lii:; - that th live:;ta, will titllizu th Iit(;t. T lIleuof th , rt -. 

tecolnogy, assuring optimui fficiency an effectiveness. Projects will b ,he 

likelihood - the concession agreoment isawarded open 

iIplillit vvW Ii (::)Ii)iii at ili(IVdlCvolo)!i0I iiol:;nln:t:l h wni11 n i1i1:l tlmar i: 

.iuu ;ds, iiui thI pus;ibility ul ite elupi l its" or buu!doggies. Wit h ­diii iisil "w 

performance parameters and cost containment built in to the selection and 

award process, the public is more likely to receive reliable service's at high 
quality.
 

to lo i i,,, doe; not 
rei)aynment upoll a hiIavily idebte;d couitry. which may already have been 
The ndvnllIalqe IlIh l1r tiliOI Iliat it have to rely for 

" 

oibligod( to reschedule o roil over its rore-ifill loan1S, hult rather will glet 
i It ll1l i cmilimiI Thio l(atlvan ll lI p olylliit;Io11 I tl l lt:lh! .1il ptl imtllIl ly. oI) lw 

investor is thal Ils conIcosioll agro1mentl. assures him a pirotected market and 

revenue stream, and he will be in a better position' to protect himself from the 

non-performance or possillo corrtptlion of host government officials. 

One way of characterizing PPI is that it is a way of re-apportioning the costs
 

.. ...hisitllt:i. idlitvhtlhiit :aiii;:illy iry pi:inwm ;avhw [lll()I' lol 111
 
the resl)onsibilityhovernmentalitis to aSSUre, but for which it may lack the 

financial, mnnnalerial, or administrative capcity to dleliv(,r. Under. PPI, there
 

111;iy lh o tlo -illiii; ili of thin w-vonm.vvwith tho govo;tiumt, ilr ailturititlvely, the
 
government may benefit from collection of corporate taxes or fees. There Is 
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also the assurancc that the labor complement Is lik~ely to be appropriate In
 
nimbers and skill levels,to the performance needs of the facility, rather than
 

tho political requirements 'of the administration. I. 
 ._____ 

C. Implemen tation 

A technical entity within, the COLnry will be required to Inform the poli.tical 
lerership, Irom.ote paI)llC nwnroncss 01,ri g in popular approval for the 
liitiijuru-tioii ul uuli1 a 'Ip ruin. ' lIk; livolvw; 'mow than tho miu
 

preparation of invitations to bid or advertising "Requests for Proposals" to
 
solicit tho intorest of,prospective investors to provide the desired facilities. In
 
fact, lessons learned from world-wide experience show that the first step Is to
 
establish an explicit program and set of procedures to create a transparent
 

Iinoouidk'r,fr :.iIyiuId wtct III 1ss(l;jI II-	 -

The architecture of such a PPI framework should include but not necessarily be 
lliiuitnd loI:
 

S"iAn approving public policy and institutional framework, especially at the 
MuIunlcipul hovOl.
 

* 	 A legil structure that minimally includes basic contract law; protection 
of Ii il ly IltiltI;; h1icludiol)(iiltuh:cltu iil pliojtypl ; nmm"u Ineflc:lallilsl for 
dIisp 1) rsoIlIt ion; ill forint?ioi 1 010(1t cotrj1 to to x, Iiport-o ai 1(1 
•ioic;l, r,.o 	 •oklai:;in.; I-;icc.ih i 	 011(1 ( .. os. 

* 	 The existence of minimum financial and capital market structures 
required for the conduct of business activity including established 
Central Dank regulations and procedures for foreign exchango 
remittances. 

* 	 An iititlotltatlvc ,l t(] to((I i ic illy (alable goverimiun t rtocli.nism for 
projec:t identification and pro-leasibility dIeterminatiol, i.e., setting of 

* 	 A system for establishing agreed performahce specifications to permit 
tho conduct of a pronrct hsrolmitation, nvnlu'ition and compotitivo award 
process; and prIoce1dlralI orraiigeuns for receivingU, validating0 anid 
assessing unsolicited proposals.' 

A plan for confirniig invostor conpliance wit the conditions 
incorporated In his proposal, throughout the construction and: ]~~~11 or} hy l llllw'ii tt~f,!1C II HI, : I. ;1 : 	 ;ifii 	 : ill. 
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Design and installation Or suIch a program muIst be performed by knowledgeable 
anld experil iiccci 5Jociallsts with. crudible, exI)orte. 'rids. 'IIOLIICd be done1 by 
persons with hands-on, markot-tested, international experience in each of the 

Required are experienced, senior-level policy advisors, supported by legal, 
financial, enlneerinq, andproductIon exports fielded uinmilti-disclplinary teams 

I IdI lly11, l iimllotlvw;Iii it i ;irwii i, illill ty .; '.ni l ,i; v 1111:11;1 ,i Iiii 
analyses of a prospective portfolio of 'PPI projects, define the constraits and 
develop remedies for their resolution, and perform the related public awareness 
-n.. le.i()fiiioltiti :Emimwi:a!:; policy-liv l officil ;i.1, mdeisk: nuxu(:i:Ilve fIo broaLr 
based public Information programs for the implementing ministry officials, 

domestic and* foreign investors, managers, banking, capital market, and 
alillilliitrntivo c)fficilIl:; co(rilled rilctimi will bi towlr;e:;{ i -d(;(I(d 
Implement the program. 

,.,,,,vn~f r n~ t~ii i ,,,,,,o,,',,,U,,,,,, ,,,""""llii,,,,,,,,,,, ,,,,,, 

It is recommended that the objectives of the program be set forth early on by 
it: MOUA, UISAII), tlI immiiiml l tjovoilnII I:; mid i l) ocIIct ol) sor... .. 

Suggested program objectives are: 

a carefully planned identification process, including technical analysis in 

enflineerinrid finance.nn 

2. To promote and market viable capital projects tu a broad group of potential 
private sector plnyers, rnnqing fromeconstruction design to individualI 
investrment. 

3. Tro (luvulop l)tcm(mp:iiy ill ..'1lwicod ImloclItlo: Ill India to Idolntify, amlialyzo, 
Implement, and monitor projects in a sustainable manner. 

;111 ::oonrcw fiWc ,p 
by financially engineering marketable Instruments to be traded In the bond 
market. 

'1. 'I'l "Oaa;ln:11a l 111.n:tnatl poam1vv1 athal(l! orH(1111 aug 

In order to achieve tlhose objectives there nuIust be an enabling onvironment, not 
only at the nnt iol- level Ibul, nim;It Importantly, nt tim municipal lov l In India 

throo principal Indicetors rnusI be satis fled in order to realistically Undertake 
pulbllc/prt vto pirt norships, which will flen(rate commerclilly viable projects,. 
'illwy mU: 
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1. Policy and Istitutional Environment 

Without enlarging the existing bureaucracy, there must be institutions and 

procedures which support public private partnerships. If this receptivity does 

not exist, Ilien it mu11st ho created utr6ghinformative training andl I'urther 
developed throughli ands-on experience'and tralnitig. Otherwise, it would be 

difficult, If not impossible, to struIcture commercially viable proiocts- withl can 

2. 13tisiness Operating Enviro.,inent 

Generally it is not enough to promote the transfer of public assets to the private 

sector nor to encourage institution building to support private transactions. It 

Is equally critical to demonstrate tlt the operating environment for business 
over the life of the project.undertakings is sound and will sustain 

O tlhu.l'l,'l1.)j1(0 : d uo ti (1 

operation, the succss Of "t. 0 )roject relies on three l)rilncipal factors: a) the 

efficiency or 1l1; oprator in por foriti llt s services, h) the i)erforrnnrince by 
governiment to dischargo Its oblgLatiolls, and c) the rospotisiveness of the 

market to utilize the service In question. Awareness and training programs are 

essentill to create the dequti environm..nt. 

.. U. (,x illloh), (O, PHi:; ll)i 'nd l d itor -:; 

3. Dema'nd for Services 

Clearly, a). irlupurtmit. indicator Ili detuniniig progrm and projoct viability i; 

the (Inrl nd for the service in qte,;stion. Wiat is critical Is the structuring of the 

- !ejectand iulotu'd aouicu llullsi so tll t tit lItink; a lbshied id illitligatl d 'o as 

to promote long-term viability and a capacity to absorb external shocks 
affecting its mnrket. 

In India the demand for infrastructure exists and a number of projects, if 

.. I rt lured velIl, could ho(ellvelopoid to nmot existing domnnd. Howover, the 

question, of what t.e Coi11,11or can 01fod to pay M,,ust o evaluated onl a 
project )y project basis. A servicO In SIro areMs cilln oCro:;s suilidized by 

another sotre of iicoru, ;lIlhil:;trltodl ili thl T'rilpuir mm ii mnd wolltr 

i)rojoct, w tileLI sai .o ervic ii motoirnra mn ot,. Tis I;li t erasoi why 

care ft ll project idottifil atior, :;creeinl, and trtrue tuli: i t ;ti ho done so thant 
projects are goarod and priced to SUCCo0d. 

U_1.(liidllliO l'ifr Iitillc:atioli ily'sli: TI oli(y to Sticcrojoc tI and A/ r nful PPI
 
Transactions
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pro 	 jcies tp .... heInor ~erto , ensure s prjcms b o a d o t i r nea ple precedence...e , ......... e
demonstation 	 fd 

i:,!.:i:i 	 L:!mlzl s i!tLIO(IIced !p rive t zot ioiiL S.!LI IS,: M aII!ysi Z :L:: .?:s;:}:{..i :: .? c o u nt Iries ay e+10Vccos.sfUlly 

";: V;}::;:::i::~: ::lkThe implementati0: o Of Successful public/private :ipartnerships- through +PP! : I 
;:i;i:=!, -!': iproJuctl IM id) .:IId(1C ld, 1-1l)p Iz ,IIn Of: ptiblic. :;::: ~doimon n;trollon 1.; "I'0101h111.i:: nI-i ! 

} ::+services throug PPI: may ::.depend .even:more " h[e avily+ on, successful ,: "::,
 

' :' ;;:°:,-! demonstration: projects :due to: their: complexity'an in o ative qualities.':i+, 

' -::::,:-: : solid waste areas rcqliire spocl i :coniisderation Iii thieproje(ct dt+€ ificiatio:)h and]; :-: ;:i,4 
;i:) .i/)!/' anailysis s'tage due to theoir iniciLe..project Structure and thei unfa-miliarity or! the3 .i:.ii:: 
"::+!/::: : pil l t o- ~ f ct :oUl il t iIIIh ltl l i ), IYl n[ (o t .. III tlh o s o , :: +i: , 	 i i ulh i. 1 v ic . :; u t t er s . : : :. . 

:.: " : Experience: in: identifying, structuring, and implementing PPI-projects has,: +:"+ 
:::/., : revealed that it, is tle selection and determination :of, viable +demonstration/;i+:;: 

-ii:: :i. projects that is-the greatest constraint to project implementation in de velopirng : .:: 
S:"'Countries ,Olntioesthat ihaveh~ald difficulty in implemen:ting PPIprjcsuh 

..... ... . 0m 11<1y, !l1;11 dl, l :;i1 ox.1111pt ii i:: ..i;i:l I1Ik io .... Ip lt 
:i' :,: ; were frrn a: finanial. ;economic,: legal,+ard'ir::::';)-.:,'::+ candidates thiat fortoo difficult 	 . 

n;rlil ' 

" ::has ,led toea greater,focus placed on quahi,ative project selection criteria being-, 
Ill ;lllllHp lli.. 11ltld 11Ikhd~ill Ulil; I'l,;:lh uoli oilm of tho(culi i ll hoL';.;o~i';l I :d ,d 

.... !.: :i ntrod uced .,' 	 " ... : . :. ' : : :. 

i:iii: !iiIn order for a successful PPlI project to emerge in Indiai a project candidate :/ 

.+ i :i mus,'t moote t n nminirnurn, n cr,rnin throshl~d of oritoril dihnt dotoarmn if Itcann : +, , 

• 	 ,-,: . +advance on a PPI basis. riifs. m111t11imu)stan~dard" of compliance ensures tha.t. 
i):. :-::projects that are forwarded are compatible withi tlhe requirements for Successfu~l.: :-i.:. 	 , 

:ill: IH .liiiil vi~ill~li~il,'- TNf,; wV )tlnlh hulf): . .. 

1,. There is a..quantifiable, market for the servicelin quesi..ln 

:;:ii /2. That sufficient revenues, can,, be developed alnd that thieIncome: ster a 

3Thtimhopolitical wileit odvlp-n]spot 	 ho project over a .lon 

.- 4. That the public is wtillingto pay a:"market" price for, the service In question.::,:: ;!: :'' 	 :4'4'4'4'44> T ;'4'~' : ' -4-4"2.: i-,,..+: -	 " :'':' = 4' 4- 4-> 
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iN,'t ml IJ .i:i m m Ii 

Spo1isor: ILFS 

Investment: $66 Million 

E1 o c( (I NoUt PrICUUit Vzilti Uof C;inHw!; (ill il liliw l $ 

Discounted zit 12% $9941 
at 12 $ 98
 
-it 20 0 $ 70
 

Expected award of contract for design, constructionL and Iiiaitagueilet: Not deterlrfliied 

ilGIIGI ITS OF TliIF PRO.JIrCT:I ". 

The proposal is for establishing a facility to tap the dormant energy in Municipal Solid 
\Ah5ito WM ft hi, involvesSW) fr,, tli:; pt ii-o"In.s projwc he expansion of a plantthat' 

converts solid waste. into free burning fuel pellets. 

'Ill( )11 nint nlwi:Iii:th of Ii i llIi: (:;III hn tI;ilorrl n vvlili ;I cmilliirInj by 
process is flexible enough toresorting to blending other waste material. The 

nccorndr0(lne diff-roit Ifllnh; and IprodlEGO- hel po(llotS of different clharcteristics and 
thus L'ike care of chaiiges Ill supply and III dunlaild. 

Once fuel pellets are made from the qarhage, this fuel ca, be used in a conventional 

steam power plant for steam and power generation. Thus, we canistop at developing 

a primary source of energy from garbage viZ, ful0 pellets, or go ahead and generate 
,, "1111 l~ ld Iow or"; (l i~iiilti ~iltlIII II( m:illim ili:l;"., : : ::';,: ' " :':"-: .:;( 

The basic problem that is being solved' here is in the realm of providing a clean 

(itviil Il UIlth tIt iii Tl11' I)Llr(jO-m ii(j proflic g : of flnli)! gn disposal is.I cn()liiur.. 
converted into an energy asset. 

,44i
Wastel
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TIRRUPUR INFRASTRUCTURE IMPROVEMENT PROJECT 

Spon-sor: ILI"S 

Invostment: "75 Millioni 

Expected Net Present Value of Cash Flows (in millions $: 

DiscounLted at 12% $ '125 
at 16% $ 98.3 

Expected award of contract for design, construction and management: Janlry 94. 

HIGIILIGHTS OF THE PROJECT: 

The most remarkable characteristic of this area is that, in spite of being one of the 
sowerhusiest ran ifoctu rino coiter of export cqoo ls in India, it has no waler and 

system, and inadequate roads. The population is mostly composed of workers in the 

manufacturing industries. 

paY witer tank trucls I. 3"0 p;r 1000 liters. Oilc: this project isPIeo)le now 
operationfl, they will pay only n.-. 2 per 1000 liters. Corrrmorcinl cotnsumers will ho 
t:l l(;judI It.. i(m I5(( li0. A much. iiii:;i i I is he' i d(l-vhe Ihy tiUlu; S;I'd 

whereby the water charges will provide a cross-subsidy for the sewage. 

lhe Goveiureli tl. ol "lamil Nadu, 'lirilpur resideilts arid iidustry, and ILFS have 

provided the necessary equity investments. Bonds will be issued to cover the balance 

in ti snrillin fshion as Ih1 Mlila iya- Prai(l(,sIi in lel trnst. 

it riu I 



VEERANAM WATER SUPPLY SCHEME
 

Sponsor: ILFS 

CC'i l I litillp l llillC)flt C i ti!l ;y';Il-ill: ',I() M illiIIivCiCtW0 ll oI\ x i: ll 

Investment on pipes anld distrihution system: $1 50 Million 

Expected Net Present Value of Cash Flows (in million $): 

-1)DkCoulet.;d at 12% :310.0 

at 16% $256.0 
al 20%X, $205.O 

Expected award of contract for design, construction and management: January 94 

HIGHLIGIITS OF TIE PIROJECT: 

One of the interesting characteristics anotit this project is that it was on the drawing 

board for more than 20 years. Finally, the city of Madras has reached a critical stage 

of water shortage, and faced with scant public funding, is undertaking this project as 
.11l).lltl(:/pI lv;IIi ;Ill n tii",i 'li .:;i!; IlClll! litlt : .;iiilnn ()[ III(! i!wcil;;C il- fl r(n ')livity 

of itui flcilialities to miter iilt() cllul r(:i il rI(uInSw i l the pliivatc. soc; ,or ill tie 
lf:C, I)fcI:n' ; 

BACKGROUND: 

Madras city depends on a single immsoon for meeting the drinking water 

requirements of nearly 5 million citizens. Even in years of normal monsoon, per 

capita availability of potable water at 70 liters per lay is the lowest among 
metropolitan cities in India. 

* i ul cim Cti( i l k ii ilim ( fi lltt ! 19 nci n i IiI in iIy n; :i: im it lv !i;IJpplii I( 

witth serious water sh ortage, and tlh per capita availability Ihas fallen to a low 

of 35 liters per lay. 

There is thus a need for a reliable supplementary water source to meet the 
rOC1l uiren icoitS C)1"fltii'; f;isI n:Xl);iliiiJ uuilt~ loplis. 

veeral 



DHI' - NOIDA TOLL B3_RIDGE 

Sponsor: ILFS 

Investment: $250 Million 

L-xiuctud Nut I' ntWllV OfalucI Uili I luw; (hi iillliolion ) 

fls iltV(lllll( ail '12 , 

at '16% 
at 20% 

.,'*1 00"1

$ 72.2 
$ 50.0 

(' 

Expected completion date: 

HIGHLIGHTS OF THE PROJECT: 

usul)lis:led l Nnw OklIa Industrial 

Development Authority (NOIDA) in close proximity to Delhi, across river Yamuna. 

Noida is mainly (lel)(ilent on Delli fur vnrious civic amenities includinl socio­

ectoiio ic sclieCts. PIt(-suntly, twu linik, littwei Noida ArIa ad Dli i; through 

two bridges namely Nizamuddin Bridge and Okhla Bridge ctM Barrage which is of 

very littI1n colivnl ieli dunt I i ; oddI h ,ili nll 1dI ilignnrretil with Drlhi oiilskirts. 

Nloidi Ata is olt Il't)(Ji tt( iiusi wl u:;tIji IJy 

This I)ri(dqe will be constructed under ilin sini schetyme as ilhe Mndhya Pr(adesh 

Trtilst (MI I). I lowuvuI, tin sizu it Uin in I;IltjS.'l tt ii lle i(liil MI'T ari1d 

its financial structure more ambitious. Also, the engineering work was bided in an 

inlernntioni l tender.l(nnipsnx, a Dtntish coisiorttii, wa,. lhi firm selected to do 

tie or ghtouring woik. "ho lei.sibility Study aii( (tIailed l)ro(.ju t reliorl will be 

finished in early 1994, and construction will be completed within one year 

thereaftr. 

Bonds and shares will be sold directly to the public with ILFS as the market maker. 

The securities will be listed on the O-CI , IlM only rmarke!t whiichi Ilas a two way 

(lU()te systert arid tra lit tranismAtioun systn. 

lIer oeflr iil 1inrlilrml diill i is;hiin ' i:lt;iil, lIme Asiail vn lmq inirnrtl hai. 

co ,inii.tted $2.5 mitillicli to equity shares aiid : 10 mitillioit to boids. 

IJihiol 1 
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LIGHT RAIL TRANSIT LT SYSTEM IN HYDERABAD 

Sponsor: ILFS 

: 1 ) (I'( VTAI); M illimi (lir:;il 1-lnIm m-11i1i11' "!% Milli, ", I"'M 	 illiw iI) 

Expected Not Present Value of Cash Flows First Segment (in millions $): 

Discounted 	 at 120/o $249
 
at 16% $192
 
ait 20 ($ %'155
 

Exp¢ ct d ronnple tint date first sro qit11t of the Hne: Mid 10998 

HIGHLIGHTS OF THE PROJECT: 

The financing and legal structure of this transportation project is patterned after 

the Madhya Pradeslh model trust. 

An Urban Mass Transit Corporation has been rreated. The Board of the 

cnrpnrntion in compnsed of reprentlalive!; from the Government of Andhra 
(t) Ltblimt I)jxulI, i l, 11; :;Iuttl:n , ;atcl ;11(Inc'n:sl'ulnl:;ld (Al'), thu IVMlll:,iy 

private members of the community. 

(tAw:.)lt1 illidI1( U~It(,'11101 C Itm ll W 11l1li ,l ilm.)Il Iopl(::;(l l ~u;;ldill:-l Ihy 

the sponsor. The rest of the management structure is based on recommendations 

containe~d in the feasibility report. It is important to note that the professional 

team has been recruited internationally and will be responsible for the timely 

completion of the project. 

Revenue will be generated from many sources: ticket sales, advertising space, and
 

Iln r i-.nal of htisinnes reI ail space.
 

At the end of each stageConstruction and operation will take place in stages. 


construction loans will be paid with proceeds from the sale of equity shares and
 

bonds. Government of AP will guaraLntee a determined level of revenues.
 

Tie offnrin1 n rniorntilinim is not yl availahle, hut thnre havn Ieen many
 

tXp)It S101;tl iI ;I i;ttipl i(oi iv ; l I . t (!Xp! :I;tl II;1 I h
II 	 kit[gol; u I It tt H;t ll w hl( l 


portion of the securities from this project will be sold retail as well as institutional.
 

Addilinti:tl rolil will ho ;iv;tihlelh [fint ttttllihllr;i l ;ti(l natimn l export irmporl
 

balks.
 

Ilyder 1 
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WORLI BANDRA LINK BRIDGE 

Sponsor: ILFS 

Ifivestnilunt: 'U0 Million 

Expected Net Present Valte of Cash Flows (in million ) 

Discounted at 12% $198.0 
at '1' 1,1 ,30.0 
at 20% $ 92.0 

ElxpLoutud ilWintd of contliact 101 duItslytl, uil;tuutiutil a-nd a nl ia1yeItluult: 
November 93 

HIGHLIGHTS OF THE PROJECT 

The city of Bombay is the capital of the State of Maharashtra and considered the 
financial center of India. Owing to historical reasons, economic activities 

:id i:,l in l :;l~ ;,dl hc)Ijtll;,dIlr lvl)l)(i l :iid l cl lciilil l Ii,l, vvlii ; 11,111(m (i 
t(
li.s onily liuicutit '.rui Loh ay 

Metropolitan Region (R). At tie nmc r() plni iin, level, efforts IMve been made to 
shilt. ecollollic ;.Ic or I.; ui k:; (:oit illu ( Lo be 

NoilI1-SOLItlh aXiS Wnd I .6b ol the lOf ,i 

:iviti(e; olit tlu l l ;111(1 tLia )ort li 
developed to facilitate this. 

Though the Government of Maharashtra's (GOM) Public Works Department (PWD) 
initiated preliminary design work on sections of the West Island Freeway, the 
nini pl til n(l11 c raised ; Iilii lily tif Ire€.i liv s;nl nllitof .r..;,iiillv(elw'(I lim; I iit i ll pli , 
whlI tlere wore olher denlald,; for GOV0rnlmeniit lun/ds. Il 1991, tihe Governinlierit 
of India enunciated a new policy framework which was more market oriented than 
liillmrl ). Ill I li; , (l(:i(dl .-ivliw ctlire ;iiex IIin (,IOM II I frastrm lea, hi aid 
I-iniai cial Service,; (IL&I:S) a riliallit to Co Ii.trLII, the BLandia Woli I.ridge portiol 
of tihe West Island Freeway, as public/private partl.ershlip with limited recourse 
finanicing hased olnly ol the operation of tlhe lrojecl.. Thi piroject will revert to thie 
State in a number of years once the investment has been recovered. Tis project 
will he structured financially and leglally along n similar pattern as the Madhyn 
I' li l;l iimiu ltl tiil:;I. 

SCOPE OF TIlE Pilf.JECT 

For the Bandra-Worli bridge portion of the West Island Freeway to be viable as a 
tolled, "'stand nlone" projct, all IIme rnajor polntial traffic st.earns Imist have 
access to it and sufficient benefits should accrue to these streams through the use 



of the bridge to encourage the paying of tolls.:With this criterio in Mid; the 
as the Maham­construction of an alternative tolled North-South artery referred to 


flindr 1 Worli (MOW) Fre'eway h-" phninid .
 

As the MBW Freeway is planned to be commissioned on January 1, 1997, it is 

aiid that a two-stagu Iio iersliould lie calludlillo tiLu pr OI)OLAU I ily.vui. 

: ii~t: ,. £r~ojct! dOrgnnizntinnal Matters 

An "Empowered Committee" should be established to provide quick decisions and 

for I1o I roJnot. hrm Coni;illo snhoihd hav o ,onlor ropronnintatives fromcl.'ir iuir-n 
the Government on it and has to work eclestically to make this first, major 

public/private participation project in road infrastructure a success. Only then can 
itt| I: wzily ho itl{;i:;i Il1 -lJml ;ilIkVii ;lkII;;. All I1.m pmrli:; 

concerned must have a clear idea of time schedules and the point at which 

decisions need to betaken by various agencies. 

The establishment of a separate Freeway Corporation ha. been recommended to 

collect tolls and maintain the Freeway properly. The Corporation could carry out 

thieso functlIons ILtsel, or througU sub-contracting, whichover isrouned more cost 
effective. 

}::- ~ 'lit) C.I111l1 1104h 11 IlIIVII 41hl lll ol(llIIIIII~fflll vvlll I1111 tt 111 I (III , ll h lvvI hlII ('O I 


to avert the risks of financial lossesthe extension of the toll franchise period, 

occuring in the event of less traffic developing on the Freeway than expected.
 

Legi,;lation was itsust d recOiltly I;rl itlifig tolliig in pulblic/privalI particilpa tion
 

projects.
 

,-.14 ' "4 



madhyap
 

EXAMPLE OF A COMPLETED PUBLIC/P11VATE PARTNERSHIP 

'I I" ItAI J I1''1IAM I Jl1 ) .. IIOAD, MAI-I IYA.PIADFS ., 

Sponsor: ILFS 

Investment: $2 Million 

Expected Net Present Value of Cash Flows (in million $) 

DL~i;:oLiil((ted t 12.% $:.3.9 

a t 16 % $3.2 
at 20% $2.75 

Expected completion date: 

_H_bighliqhWts of the projiect: 

"This toll road p~roject was conceived two years a1o and will start operation ill 

designed to be a ground breaking example of a public/privateAugust 1993. It was 
p.i tl l . l l ill Il le )()iVi (iW [iwl n)f iilha;ii ,;rvi:e ..n1110 l iillt 

This is a commercially viable project in the sense that it was financed at market 

rnte:;, with e(Ilily invesineillt by llm n; o:;( l de(1t ii,;Irtiin'nts hilly :tblsecrihed 

rates. lhe debt instruImen1ts do not conform toby institutional investors at market 

on investment quality.
SLR requirements, therefore they were sold strictly based 

most noteworthy about this project is that it demonstrates the applicationWhat is 

of a special purpose investment mechanism which is viable and can be replicated.
 

'
 



STRUCTURE OF THE SPECIAL PURPOSE INVESTMENT MECHANISM 

Amdelfor-financing urban srie 

Pal)pital Structuro: 

There are two tiers of capitaIl. One, senior debt in the form of boids sold entirely to 

hi;II0 ti tioliIml j,,vo;ir:;. Two, ;;pilil it of plrirli.(;i' li paid bylln foihr, mi)' liific':atu":!; 

the sponsor of the project, which represents.equity and IS Subordinated to the 

senior debt. 

Levels of seniority and priority -ayments 

1) litUruSt onl Senior1 dubt (coup)on pudyilt-' its).
 

2) Retirement of the principal of senior debt (bonds).
 
3) Divid Inds oil nrlicipnlin l ricaI,!; (PC' n). . .
on i 
'1) iloutreno llt of Pc's p ilhcipal. 

In which casoBondholders may choose not to receive their principal un'til maturity, 

dividends are paid on PC's, and levels of seniority (2) and (3) are reversed. 

Iii til lp Ir -ictilrca!;n of tI,,h lau-,Pillinmpir Toll Road, till, sonior do.ht, all!hough 
' )ackaiged as markolablo )oIds, was.; ll(;ud dirUclly withlI.StitutiolUll Ihl SL(tr- ivc 

bw:; ir lli; pIIi(Or will; losoln l ill) (v rIw oInI() of Inidln WaI.O11w M.irk'rh 
,not y(A fully oparaioiml. It i.s oxiutu(I 1I1.1t a.- tI w OTCI Ogains duIptI bond 

Te debtflotations and secondary market activity will be greatly eihanced. 

. du~ul tunusof -Mbu."s.w1(t it l)roj((ci: :; will be ti n (Ih'o Ily to til . ,tun tion/ordor d bt
 

market for sale to both institutional and individual Investors.
 

There is a ready demand for Infrastructure bonds among Individual Investors, both
 

as direct sales or indirectly through mutual funds. The consensus among financial
 

ininirrndinirl.ar i htn o ini y I:; IIla tI i I l !i vinfpl rain orn flrnwinfl middlo, class
 
i I Ior I lilch ;;r tl, lio ids.will ;( Inllto dul ail t(nllllty, s nll!oh;I i till Itl;, ' ;ula:; Ii 

-..QapitaL.... anMpur TolIRo i1 

One third of the required capital was contributed by the sponsor; the remaining
 

Iwo tilid:. woro s;oldl t~in:-. rr~~ bods ;IyiII(l a coon. ran of 17 porcont.
 
Tho entire bond Issuo was subscribed between March and Juno 1993. Since tills
 

was considered an experimental Issue, a wide distribution of Investors was sought.
 

",nno ,llim ly . :;,(l, IoT'i()I :. l n l ,ll ll'.,,I ikul' ,,l l W ;l 


Industrial Bank of India (ODB), Citibank, Genowa Insurance Corporatlon (GIC), LIe
 

Insurance Corporation (LIC), and HUDCO.
 

http:ininirrndinirl.ar


L0 I .) l.;lW l I;) o 'ls I lld I 
COVA2I M.. .0 O JOI IIILICIl WO,1; OVdli I0 ..-t~ e luliu -....... .:w . " •
M; ? ;:l ' I~ stlU~l I d /l~ a vlu t i - . ..... ....." :. 

to become market maker for this issue in the secondary market,4
'commitment 

The bonds are guaranteed by ILFS, the sponsor, for a prcmlum of '10 percent 
payable at maturity. :However, investors may decide to forego the guaranteeonce 

rl{ o mOl ii) jnrflict i r)v( o0:;ii II toliriovcr roipi)o0 pi yr ie fn t sto 0t11(- iIi 
and payment of principle. Ilithis case tIe p~remium will be prorated LIJ to the date 

the.. iuarantee ceases; this will increase the bond yield above the 17 percent. 

lupoiltrA h o3a 

A Trust was formed to manage and hold title of the project. The Board of Trustees 
rnmlhers or the cOimunity. The

Ir composed of the sponsor of the project an(i 

Trust entered into a concessionary agreeTIotwith the local government, which 

bestowed on the Trust the right to levy a toll and apply it to the retirement of debt. 

/\(ter toii ynar; (holici i ilic .iriitot, ii tills. casi lhe leoll rmio , will revert to the 

government. 

This Is an excellenit exapnle or a comulercially viable toll road, the structure of
 

which can be replicated in other communities.
 

1H1(jhliglhts of the Infrastruicture trust liai cij..j l aclili 

o Hilpiilih ti: " :Aw 

acquiesced to the Initliatives or the private sector. 

,i - A public Survluu - trl1ipiL otiuttuli - fi liced at conliitn'ual itialkUt. 

rates. 

A Board of Trustees which includes community members and respects
-

local cultural and social customs. 

Cal)ltll ilil u)Vloiillofiits; Ior t11 bui 1 1 01 thlu CI.Uliulitlity w lehlC tLIM 
to afford without raising fundsgovernment could not have been able 

Ii lie cariial market. 

Assets owned by the community, Ii trust until the investment is paid 
-

eily tih Ucoin,;tructli( 1ol, atid Ill I urlotuitLy tilvoi ioutur. Ii o uis.cle, 

and financing was "privatized". The assets'revert to the community 

once Ihe finnnclal oblintions haveb oon met,. 

Ili order to arrive at the Successful completion of til, Rau:Pitham'pur Toll Road It 

wrissnal to hravd, at ononend the willingness of the local government to 
oti mr ondJ tI iru had to be InivestorsparticIpate and supp)Jort alneOw inltitive,< At ti w 

who evaluated the returns from the project to be coimparable to,,9r more attractive 

' :: :
 

_hm 



than other investments. Mediating this process there had to be a sponsor 

responsible for designing the right financial aind legal structure to fit the particular 
I1LIC(lsI ici de sires 0 f tl othi er zIllties. 

In tifs pnrt iculn r cnse tle seo uritins ri arl(e cimnon r was not essonlia. I-lowever, 
tilt. process will ruI faster arid Silluotler if ti e se(oIdaryII klaektexlpalds and tile 

investor client base widens. 



in: gi'[ 	 i i"! .- t IsiI;e.Tho Stat: '"of: m a ly 11"'adus (M11) i," t cadly located II C! t-.ol Itindia. 

f if t h 'i te rm s f e x t e n t ° f
o o::!,~l;:of t~ihe :fast developing states lin thle co0untry and ra n k s 

::!..-industrialization. .It hasa,Isg iia tid sra s co rs n ewt ag 

mauatrn ies., Pithampur InduJstril,opan 	 Estate is a majorgro:Wth center i 
a n u f a c t u r i n gtheStae f Mdha Pradesh.I~ii t : is being developed primrlrily ::as :a'm
 

WISO- fOI'1 ...... .
te1.1St0f IitJad h I iI0CII[... . 

I th abec ofarail head, Pithamnpur hns t eysbtnilyo 	 city, of­

-o ac ssngis a m tokls.II] o the desp~atchlof Its fiiiish dgoods. ,A i; 
;i:igood road connection between Pitt@Iallpi~r and Ilndoro Is essentially for :tlhe :,: : : - . 

co tn ig grow tlh of this industrilesta'te::.::.:)::f ":i .:: :. ( ::;.: / 

and . ... ,. ::,:*• 	 link: road, to'commute between. .PthamipurIndore. by. road, ..::,Without the now 

Mhow nnd ltlh n by (mintlICuoi1,S Stnto. highway." Biohil - re,,strictol nron, :the: -. 

c"11m lo l"111 111m ~ .. Im illillifl w ;1h w li vy t'I'l i! n! w om . .: 

The Government of Mndhyn Prndosll ngqrnnd tothe con~striv-tion : of -noflw link]< road :;;:: :='( 

..i,.;::Yto.Pitlhampur under a toll schieme,. 

governing body as Madhya Pradesh Au~dyogik Vikas. -MP Government SetuLIa[ .NlgamkLtd. (MPAKVN), In turnMPAVN set up for individual sectors Inthe, name:. 
'' --	 and stlfMdya Pradesh AudyOglk Kondriya Vlkas NIgams (MPAKVN) for,:: 

.'pood(y 111fo lo i.11)I(fp oic s oh;nr'I~ oif M I'̂ I'VN". ; to (lvool -inii i(,-vi 

III th irsector il(U L'~lg'~ hC11~' yII idi ,g Val'Ls 11,,rIStr Guitro
 

by 
-.10 propose'dbypass should reduce the distance between Indore and Pithampu rT:!.~:::he 	 to theo existing 31 Ikms circuitous route,.hence resuling ini.-.i:lkms as compared 

n f Mhow, it Is olcto-(l to de­•: 	 ;Also,; sincetonw rL10b PSO h o o m 
!: !rm i ; !d( i III() \1 1 .:"0,::'coll.::"1iilo.-O !'o:06 :,.!4141 Iii III Iu t nl(III liloo I 

a AtwlaeApatConc rete. roadj of approximately 11i.i. 5 kms length.. 

http:tokls.II
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b) A High Level Bridge of 4 spans, approximately 92Mt rS in length. 

watcrC) Pipe ard slab culverts approximately 29 Nos. provided for storm 

d) 0110 toll plaza proposed near tile lridle withirutomatIiUc or SQemi-au1LtomatiC, 

e) Street lighting along the road, 

f) Tree plantation on either side of the road in two rows. 

Thie sponsor provided tho Wulding for- tI w coil;tiuction of the roadC und1COV 0 IOZ'SO
 
finance proposal, with repayment predicated on toll charges As soon.as the toll
 

a repay ti... f th project. aad t . or
C01)A. 'lnIanreaproeo to cos;.. t., targeted rat, 


rcturn, the road will be handed over to thc Government of Madhya Pradesh.
 

The Concept of Tolls on R-auL PitliarnpUr Road 

The ideas of levying toll on roads Is not really new and is an accepted practice in
 

.....lyIlnl :;l III; 111 P n: I ):;w:;.p 111r 111.- :;l l:oy
1 . la l, 411 d oaI 

CauSo Is as 75 IldJ Z O 1
being 1olluwu d for aiy U'S redI all vi. t stb, !OwhOSO 

costs include con!;trltili, iinlenaro, trnffic ri-ntn f~rmI In/nd 1 it ltratiof, costs 

The principles of equity demand that tolls be levied on various categories of road 
in proportion to the level of their usage arid benefits extracted. For example,users 


heavily loaded trucks cause much greater "damage" to roads than passenger cars.
 
Tho lovy of toil on thle usors of the road link Is in compliance with thle India Toll
 

Act 1851, as made applicable to the state of Madhya Pradesi.
 

Project Iiiplonioiilatlon 

In attempting a project with private participation in the Road Transport Sector, the 
GOMP, its agencies and other orgaizations have entered a field without precedent 
In India. It was Important that tile venture was well organized In a timely manner 
so that the full ad vantages of BOT format could accrue to all concerned parties. r 

Principal Torms of Contract 

A 'IiIIilu tA vvio: i mim.l PVH I\/l'\\I' 11l\1/ I 0itil i minmu:iI iilt l IM I l 

Implementation of first private toll road - Roo Pithampur Link Road.
 

The contract was formnulated.With. a public/privato parlb dion format keeping in 

view the interest of all the parties Involved In the contract.22, 
,2. 
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7 due th ofq al-l~ i oitollrchovge, 

Meantsieo ronacinof 

The entire construction period of the project funded by IL&F:S through its internal 
All the expenses incurred for the execution of the work were debited toresources. 

thIl0 Ip1J0 Ct iicl diil 1 c apitLalizritini ofr ilituroI. dli;iihig con;Iit-rut(utio poriod and certalii 

management fees which will be recovered progressively. : . ..."-

i itU,JUvC,,y 1i11 1Ioi ivu,1ii o 11-I 
of Guarantee, which will remain valid till all the dues of IL&FS are recovered. 
Vii n UM1/\VNto,L,,t l LI, 0 1Ui FSby UIxOctlH,i DL.ud 

As per ti terrms of. the AgreoiiLn, tlhe contiract was awarded to MIPAKVN for te 
. .construction of road, bridge & culverts on turnkey basis.' 

Private Placement Memorandum 

Mad liyn Pradoshlinfrastructure Trust 
Bond Issue of $2 Million (US Dollar) 

1. l;inr Aiclliyi radesh1lfr.-tructuro Trsiso;2 

2. Face Value Rs. 1000 

3. Coupon Rate 17 percent p.a. 

1. Tonor . ) ; xiim 10 yValue 

b) Earlier redemption of toll cash flows 
I irl iorIf tItin preos n ly nil cip tO(1i 

resulting in pay back period on project 
being achieved earlier. However, 
rnom p 110 Ilitill -i n'olains consl5tan t.i)tia II 
notwithstanding shorter tenor of . 

5. Security a) Toll cash flows 

b). Un ' itional guarantee of; IL 



G. Guarantee Iorm 

7. Waiver Terms 

IHon 
to IL&FS in consideration for provision

a)~ 	 11010111)01 p' luI11 pyable 0entirely 

b) 	 IL&IFS guarantee mi-ay be waived by 
simple consent of majority of bond­

sI 011(1ur . 

n. L&FS guarantee at any pointOwuiver of 
IiItLiu, tO rtiZd d r rCr niurII atLIt I o0r u 

that juncture would be shared between 
1)mid-older-s mnd IL&FS under an 
al)propriate rorm-ula. For example, if 
premium would accrue to IL&FS 

icm itionally a n; nil rnlion for 
providing guarantee for 3 years. Balance 7 
percent of redemption premium would be 
shared between IL&FS and bond-holders 
under 	a mutually acceptable formula. 

-ncorn nl)arenl. aftor th facilily opora los 
Im a1lo!w' y11mr:; It I:-, po::;l to 11im)tI 

accurately estimate life of projec( and hence 
life of bonds. Given the constant 
redemption premium, the yield to maturity of 
the bond increases sharply with shortening 
of tenor. 



CHAPTER FOUR 

assess the impac of the emerging financialTASK FOUR. 	 The Contractor shall 
liberalization on the ability to place these bonds, as well as terms and 
yields of the bon ds. 



11E IMPACT OF ECO1NOMIC TA1I3I1IA.IZATION IN, 1IN01A ON THEF SUPPLY 
OF AND DEMAND FOR INV1ESTMENITS 

ar 171-0r1n teconomny ct'ol,*ill:; iCo 1ti1.io c? '0(i?ni dicircn to a 

free market system is progressing steadily. However, 
liberalization in the financial markets is taken a different
 
Courne, thnin other sectors or? thoecconomy.' 

I. Resistance to Reforms.
 

regarding securities markets as explicitly as it has in 
other areas of the economy, it is evident from official 

liberalization of the financial system including banking and 
areas of policysecurities markets. However, unlike other 

reform whe-re the government hy decree. and persulasion may 
institute clinigcjs , ill Ulhe f.lnanuiil warkots there(- is maj or 

from the. off~icial and privaitc finiancialresistancc to channge 
.xutrmej~n~eswho want tcj ec;cipe dlirect govarnmlent 

Thpn n7.of ni i n t.Iir GnT ar. ty cr:ci , '-n:; . 

competition to. brenc the0 SOcuu1:.ICtis busInass nlotoriousi.y 
controlled by the Bombay Stock Exchange, *as well as 

subsidies to public entities and liberalizingeliminating 
interest rates and foreign exchange, thus causing financial
 

endorse reform by necessity.
intermediaries to 


II. Supply of Securities: IntensifiedCompetitio hAiong 
T.niui i 

The national government is gradually curtailing guarantees 
to bonds issued by public entities, the PSU's. This means 
-that public entiies wil.h ve to use their own giaranteecf7 
to back up their debt issues in the market. The stronger 
public entities will have an advantage over the less 

ave to issue bondsCierli. atWOLly pw0u wntit.i.s , which will 
with, a higher coupon rato. 

The sltutory
the ready market of PSU's buyurs will shrink. : 
a pu |. J~c a~e i,:s~ue bed~ltwol:.~t:los,..wl~h ic wi.]. to e l'lS' 

(SLR) requires that financia l institutions
Liquidity Ratio 

.toluio Reserveinvont n portion ofote ir poi in PSUsin. nhe 

y redu ci utelin LutosryBank of India (vr) is Adi
higher.-coupon_______________with a. ___________ rate 

to 25% over the next four years ThisLiquidity Ratio (SRL) 
measure will cut down demand for PSU's
 



Need for municipal 	funding
 

* 	 corpora tions!, anid tho S Z.l i-eti. .muiel ;r,. 1: or .u1i:aiicia . . 

reduced, .state and local. governments areinstitutions are 
wd i11, r 'e'nkl i. -;,ic. r ,1in thn 

bond market. 
i:~n Iw I n -I.,,n 	 rIoI 

A'Olol, ttiJon cosi l-er 'hn.dCebt instruments requi.re some 

kind of guarantee either explicitly committed by a 
guarantor, or implicitly perceived by investors based on the­

of the i.ssuing entity. In the absence of 'adequatesolvency 
i.avui i:; LU Urfi:U l. In li ,.)ijhll .colpollClUa ialitU tl u al iUUUI 


rate to compensate for the risk assumed by the investor.
 

1i1. Demand f0l:Juu'i, tw.O: IVi-ouciuzr Invuto" ro 

In the case of India, the demand for investments is expected
 
to increase, both from private individuals and institutions. 

The expectations for the future are that interest rates will
 
not rise siibstantia.ly. Although competition among issuers' 
of securities w..1 in'tei , th10 usual Vsult oI. higher 
interest rates caused by more issuers vicing for the same 
rOsouirces, moy he mit.igcyit'd hy a ].al.rcer amoulnt oF money 

l nC Ie: 


the level ofO othe ; cjo 'I!Tti.n duiuie 

'Jv imniu.L : I. ' .I iivuii lii ,vnapas.	 lo.ii 

deve I op.ij tIIes. 

savings rate, international transfers from Indian non­
residents, repatriated Indian capital, and international 
portfolio investments, have contributed to' increase the size 

of Indian capital markets. In particular, the potential 
demand created by domestic savings is a positive sign that 

will be available for attractiveadditional resources 
investments.
 

11k! , lti Ulu .IniLt. LitLlu imlI .I.iivuli;Llli ll , ., l li~ ] -i L;', lIllL 

large investors such as UTI, ICIC, insurance companies and 
various mutual funds, may be reaching their investment,
 
capacity and requiring more flexibility to manage their 
portfolios in a fluctuating market. If this assessment by 
financial professionals is correct, then there will be a 
marked demand for ua].lity .i.nveS.tmen s. 

IV. Conclusion
 

GenOral impat-

In conclusion, financial I ihoralization in India is not 
caun I.Ig an ab u it ria tes wi th the. ensuincj 

adverse effect on the finni..al markets as has happened in 
other countries under similii. circumstances. 

i 
l " 	 <,' ']L ' , T ' " '7-7 T ; ];
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inflation rate 
Favorable indications in India are that the 

ir, expectedfor funds 
-h*an been kept in '-check': and tho demand 

andt-t c--
tle market.: Furthere, 

t e GOI
row-,a 

olarger investors entering 
directly access international

i.S allowing enterprises to 
eAi: ~ r~ ' i: moaennri thlat

~u.L1j.1.uwu I. fWLdIUb)t 111d . ~i ' 
rates will be brought down to

domestic interest 
by mirket forces.intcrntional parity merely 

of the capital market canin India the depthAdditionally, 
absorb large bond issues withou-t creatingmarket
 

c .11kI.: I' U. :L.I .- ... 

Specific Impact
 

However, the effect of liberalization 
will be felt more
 

w lsector of.vin tF'11onlpl ,individual entities and sectors of the economy.
strongly on 


h. Va Iw1.., ;1o(Ii I .IIuh(IA. .1.Ult' J " 

attract buyers. 

may be expected to 

I"' ULIi.'U .:11[11 .'U L 11l 

in tie Finlncl.l.n marketsLiberalization 
cause interest rate and foreign exchange 

volatility to a
 
may not have the expertise

that Indian intermediariesdegree -arIr: toIneanIr.e 
; ii I h / r,1ru:1I:r Ih en in

It, l11I'lnI,md' . 'Ihl 
swaps ,i: otLherllowever,the risk of debt securities. 

techniques may be used tolalleviate this 
kind of financial
 

- .,V 1 .1" 
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7 A-A 

CHAPTER FIVE 

TASK FIVE. The contractor shall prepare recommendations and altornatives for a 

plan. A critical element to be undertaken by the
training 

' tl f.;t l i. tInitI a3 fimnc,
lul)t/llil, ,,;t tiutUiu (:olul)tI 

institutions, the grant recipient, and the state agencies and local bodies. 

18 
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AND DISSEMINATIONTHROUGH TRAININGTRANSFER OF TECHNOLOGY 
~EMPIRCAL SULSULI' 

ProecI is to transferin the FIRE I.o:of training si; *.'t. ,.,lo r; ani urhThe purposeo y iI cat~ 1 1u:Loul ii 

With regard to the
infrastructure 
i.;'J:l'e''"l (!,,wnirit

financing.
llii s) of. inFIRE,;l I.llirrli)', ') must;Iilir-utben ,,I assistancedl componentinfrastructure 


LU dUV U.p
sdit
iirLtuLttio,,Wstrengthening the capaclty of J 
a systematic approach to infrastructure
and adhere to This approach uses the technical 

development and financing. 
resources of the private sector, in particular


and financial 

it endeavors to use the securities market 

to procure
 

funding. 

I. Training
 

of Succe 3iul irainiinyA. Fundamentals 

All training efforts must evolve from 
careful consideration
 

the needs of participating entities, selection 
of the
 

of 
audience, recognition of cultural differences, 

and concern
 

Some learning fundamentals
for teaching methodology. 


i i 

1.) t:hI . ni.11 ctiv i.ti.e; o 1felO d nurt be ?] "
 

aiid a .- apidly c¢iaLgillg eo'ioomJU'
audiencesdifferent target 

environment in India.
 

2) The assistance offered should have 
a predetermined
 

deadline for completion. The ass'istance should evolve, from
 
trainingthe execution of the

direct participation in 
program in the beginning to a gradual withdrawl 

and eventual
 

entrustment of the entire program to 
local institutions.
 

L i 'j .pku.l t:.ii. Izlh 
3J) 'li.ice it 1.-t vita.l. hilt L.l14! l.iili I. ai i i 


timely transfer of technology with a deadline
 
effective :and 
for passing on the responsibility to host country 

professionals, the overall direction 
of the training program
 

must be toward traininq trainers.' he objective is that,
 

by the deadline, these trainers will 
be able to adapt,
 

z dT~ tan programsi which will,
anld xpilld ciniu.Izolimprov, 

reach the largest number of people and 
effect policy reform
 

' 
through exampleL. 

D). Mdthodology
 
" .it Ja 

.L 11r. alololr 1 y acceptl thlat, t'heH iiz tlon of case 
effective cxper.intiz
are
studies and simulated exercises 

in developing the management 
skills of
 

learning methods 


......
-.earn.ll~~ng e~nov,,-,-t-,- " . .-,........ ... . . 'Is. 




to.,1 rkc t-or antedha~ve limlitedl expos.ureinidividuals Who 

management practices.
 

..
model which jli n ii econorimay.I have 1 

a hu .,..opposed to more academic.........lle, co i.tions 

ro-Irviin,., te0nvanlce to iCtual 

-1 111 ' ' ' I lii 1t r.I ri:1ol' i, ;a t
l1 I i1em i 'tiv I ii :, q .t
 

of any training program.
success 

-iaEy inue-L11Ialthoughmetlhlodoluyie-",However, these tried 
the proper context 	and degree, are 

by no means sufficient or 

wrestle with the complexities of the 
adeguate enough to 

Indian case.
 

C. nMiti.ona.1e 

FIRE Project are somewhat unique.
Conditions underlying the 	 (PPI)

with, neither Public/Private Infrastructure
To start 	 isi: ati:uctue Iodc1., nor 

thu tradit.LCiolla.l.projecta lit 

India a typical developing country.
 

The PPI concept is a chall1ngC to the foundation of public 

It transfers public sector responsibilitiesadministration, 	 but it also harneses 
to the private sector,)) 11)]i c::and authority(1" 	 Zf~1"ii'r 1-,:n1ai 	 une. 

'~ ~ji IVa l: fl 

and private q-cyOthe publi.( !-octor the 
ConrscriUantly, both 

" ' ..' I :iu.#..i.J.'J. ;" IT v 	 . 
1IIL t UI, ,tlLI. 1 UcJtiIIULJ	 in publicvaluefind commerciallearn toprivate sector must 	 effort from 

This transformation requires a 
major

services.-

both parts. 

is further magnified because
the transformationTn India 	 . :nolrdeF to bring 

this is a country of extrellie uLLt 
end of the political and social the positions at the each 	 y ,I11 r tl a ;, -.r1:tlldcreativei' ' ; ' th11 i II it takesl l rmore 

n.1 : oton common1 i ii middl.oiip I'I i 1ground,i 1 , I111,11I(I 

it takes hlands ol Ue.li!oAll 11allilly 
npnct-rin 

and simulation approach. 

and implementation.
 

water is z commodity for the
truisms thatThe-accepted 

wealthy, or that water is a free nature-given gift, must 
be
 

systems1. pl.,inc: water
1.1ucnIt I(Ild on n mnor 	 t*cJ 1111g,iiidcultry IurvU I 	 r. 

as a profit-nakiii .	 at affordable prices.operatedthe use a natural resourcepeople of 

1,000now paying 30 Rps. 	 per 
this reality. People -rof 	

a leiritimate profit-making
liters of water. 	 When 

the price of water will drop
tho s;rvice,offers,ontorprioe 	 greater 

2 Rps., and the supply and quality will'be much 
to in the area. This 	 can

all individualsfor consumption by 

th supply 10d 
ps ,1 

http:nMiti.ona.1e


PPI project. Yet,:it took Tirripur.a;be achieved through a 
long. time and great hardship for lack of jwater and sewage 

transfer this PPI 'technology ill alTequestion is ]how to 
l w nl .i I. way× Al iini h rIn.ier a .

,11 *",rr ,Viv! .11d. ,i O 
guidance and practical k"inowludy on 11"1 prujutu I.S
 

in countries as diverse as

beginning to emerge from cases 


and others, there is no universalChi.le, Lesotho, Malaysia, 
wllch callpiroduce aprescription l textbook e.SuluILi 

or Madras.
specific blueprint for Mysore, Boroda, 


A blueprint 1.i Created ildIvILdul..y i:or cacti :l d
 

each project, but certainly not by the plume of an outside
 
Such reports are only casually read and
consultant alonne. 


seldom hLeeded . Oii the co ii'tlri.y, LtLli,l.WUL i.iit-, ; i.-. 
tle­created from within-by the players involved. This is 

the realization of
most" effective way of, making them come to 
the nature of the problem and understand the position of the
 

other parties. Furthermore, as the players become part of
 

theplanning process, they explicitly are giving their
 
the plan they have created.
commitment to adhere to 


.The Indian
iitrr ;ir;actleIv, it.ir a many :Another....~ir~r questionrw IIIdm~lforC)II11criiirdconsideration7(~lY~ ~ f... Ir isI -)-1:1culture.-- almiqrn iiI iin • ... .. .l., :ri (lI !(n' 11 


inner circle .oaya it Oict, pi:ort.,.yu eliIiallc mli.l ,.aid x t,:ve it 

'In this context, the blueprint mist appear
individualism. 


w~i t..in th. Inner circle, must" .i.mply p-cstgq a(-.Q Orl rir t.c 
h luje t,- lld • u.1ndot' cUiiumLtiuitt lyon" t iu-' t.. 

contemplate, although not necessarily incorporate, all 
the 

opinions voiced. 

an outcome tliu , 

The preceding analysis reveals that the training methodology
 

must conform to all these complexities in' orderll to bexine -ilado×
!"1011e111i"•el* eut.ire. Und~u " 


methods, although compatible with pedagogic psychology, must
 

bc combined withelnttraditional"r:trainingIl(:r:;!i.ryactivities in orderial to

I:pr ai' a;tt.Iitdi n

i~~i~~i',:nI 

changes.
 

D. Synergy in training: Technical Focus Groups (TFG)
 

A methodology that has been tested with good results,
 

,n Focuu Grotp. Tlh!e FG co!nsl.s :s of a cjroup
ft H T'chnic,-1l i 

ieuctod un Uiu. baulu Ul: -U Il.riu,,llt i l,
of p rofessiO lal's 

1and conLtinued . nvolv ement,,on-makjing 
o~ , 1i 1 1. o r y w0 I's wW1 t IILtllIr

-xper:tise, de.Ci level, 

I11ii VhIIIo 'PC i 
I 

J, Lh.'L/ tw-w[u-* ' l oLULI hl .' I lit- 1h .. 

issues at hand, evaluating alternatives, and ultimately 
action.


preparing a working paper containing a plan of 

The success of this method lies on'the high degree of
 
...
report put onto the plan
commitment that the writers of t 


well on selv reflected in theof action: as as the I-vity 

http:Il(:r:;!i.ry
http:i:ort.,.yu


MA# 1:-'l 1 , 1 ; ;,I-,j . I,V; -' '~ 	 . 

I",- 6%",
 

needs. h~ two element~ls, comm111itmentlocalreottoward 	 of-th) localknowledgelocal personnel and in-depthnm,,I e w-int lacking i R•.Outsideof the,: jro r ecisely, 	 is tte" 
z..
t!..u~e .< J 1 Tp,-i..

iS: i7'f; of7:!'(an' -outside expcr t,. whio .tr3 	 5 

:f er;i occUt.. o n..te:- baiso th 
,i : ;i parameters_. :techi noo giy- t ran 

.
 c ountry.. ....-.• ,.. . ..: .. . .. ...... 

- ... 	 111-et l~o .1t0 rtS ICC ..... 1 c ... .k (. .. . I can7 7.7- 11 

I Iti r rrr; ) i7O~iU1 ,; ,".x~~.l i.t- rermJn,,,u jrai," 	 ~to :the :tr£aditional outiL3
be, expected r elative 	 :which, are'seldome It tn h ea.nations::and-lectures- n-. . "t rep rts rec... .• f. " i' c lin lc a ]

L 	 . .. 

approach-results-oriented theuu. FIL...... a un uof will practical,be 	 i 
b.. 

s its partcular.Ly usefulTFG, meho 

' II. DISSEMINATION... 	
"'
 

is,,, - ". :­
the dssemination, process 	 theaspect: of 	 givon the objectiv Of!!i!iliAnpmon importantit manaed careif s 	 ea worthwhile activit .­'-research. However, reerhwl 	 key ' nots to ow.1110 1 

.'lhci
ul.1:-".outJ11t,project and 1:1t ie -	 objective of the 
ae to d te from ther c 

ar. l seTldoiti ' 
.t 	 hIi the theoretical,

nt w l ct uerealm of
rits: tnouandm)lyyI can end nthierept r ercilbexpaprojec. 

TheIuidancee. 
prvidin practical 

rl ju1. . ;hProj Fi io _ 
I)FG et ISnI.t be, inn.rrls uild r 	 til oe r':FI

hodiil t.ii. 
xpc
tie lessons learned apromfocus on memorializing 

c 	 7_*­
of maction ­

and recommending new courses
n 	 e t rs r the 
ohlsy i practical a d r'adab.tlug:ie: te robjn i


ad the casestudy. Tt
working paper 
of tiefrom te oetl
ac to. I.d.1viatWorkn aJucih.tioviy I 

thprugh

virue of cmmauring teineestof 

teredr 	
.
 n contrast the typical academic-paper
thjreadership. reading and for potential adoption by. 

.... is documented "for easy - The working paper has the 
rl dkprn actical ap],I.cabi.,.i.ty 


Ce applications. study
the case
stde. imltoteworkinj
actual experiences and paperan 

useful
lo. l. c 
I, v It "or iiiuul (I "1.:irpluible ctaste tdisare acaei 
anhersarehp 1, gr I, I . . .. 1i. w rI ' _. 

are given, many questions are raised, andal i 

solutions 

e wrkinhgas 
Trineeswile required to ,wrt e a ori the, 

t o other hworkingh
pape an caserntudi ies, in addtion 

s andp.lica-i:"s.
w rtia aeic 

- r 

r - u ,. ­g a s 	 However,
Of e'"HClcs 

.to 	 copodt 
r, 1 17,11. S 4 Or a~Y>~~---

http:ap],I.cabi.,.i.ty
http:partcular.Ly


i 

:.:Propagat.iXo of...
Efetf .rinin'tg
A.Mutilyngth 


m.s. be..... 7~~
 
Theremise on which all taining a.sstnc cc .. ..... 


. .. . .a rl1O.... ...1) .. .. .i. . .01 he .r 
.L:Th i l e itIU ) ~ ! 

. ..ld

be,'. :is•....not proprietarV_....... No ..iUmnit uo...e .h'-n..


-::; :matter might'. an exclude.,..,:..
'i! ...
 a progra
"be allbwed< to claim.-ownersh)ip-of 


the FIRE Project and teach-/it selectively. All the 
under 


*.e1,,,:; i.Ion 1,,,inrt'd uinder lii rprojeoct ,shou ld: be puhJ. ic,
 

"
 domain• :. 

onc organizto n nte 'Thediferentiation between is the design of: the : 
i! ., offering .the.same subject matter i~/..... ;. 

course, quality,of presentation, scheduling, 
quality,of the 


i~!:i This is a ~most ? I
;.. 

r: but4 not the basic content.!
il~ faculty, etc. ". ...,
the FIRE training component may 

:;,. important caveat Othterwise 
seeking, prestige :between organizations,::: ...be caught in afeud 

Such as described in a prLiminaryor oldngreentent 
c,rt rnc tor ,in th .1i Projeoct Paper

tvn. t:u[)Ul:t :by .ioI1cti:ir.Li.Lag : :'!
 
project (UTrI and IDBI). 

iI:-  .. 2. Guidelines~ for promoting Training.. Traflners.".,,::'; 

beasse 
-Interested educational institutions in India ma 

-: 

., .listed below.-
. Jin any or-all. the areas 


a. Assist in -the design of financial/infrastructure 

- curriculum.
 

{if; b. Train faculty "..
' 


program, .intensely
Cooperate with the instruction of the 

~c. .-, " "
 
the local ..faculty assumes
first and diminishing as
i:!:i.- at 


.,. ;5:i.:
 
responsibility. 


nl - ,r;-
e;...-­L~Lt ,.lncVi.,tn.b.y wl~] .
!T;! . d . Uotue uill.tlte specialI luud~iLh 

during the course of each assignment and 
find-alternative..,"ii"
 

iii.
 
" ways to adjust the program. 

anul!o
 . Evaluate:,progres "gis qurc an: , , '/ 


,4i
 

candidates mlist be c:,arefuly 
... ning o
:.program and/t:he re":-
i*!i'/ 




_____ 

bac d 
,made. Teaching events and expet icrices will take place 

pros and cons of which are 
V on different modalities, the 

described below.
 

Usually 	participants seek
Conferences give visibility. 	 as the. 
inotorinty rathcr thnn knowledge nnd the effect 

fades 

uciuj) iaO.~ 	 uC Lhu uvtJIti wort.it.I tcv. iiie.t l~nitIIII.j i :. If 
the politica 1 ,
serve as publicity to elicit support from 

Iicrarcly. The vi.sibiity is a benefit to kecp the concept 

In~ thu ptil'.u uyo. 

Newideas picked upexposure.
Workshops and seminars ive 

arc thwarted by ah unfriendlyby participallto USLClly 

0d 	 are

hpitnwet when they rejoin their offices and 


However, the
encouraged to revert to the old ways. 

LIMIi1(cg :Ir rvr~nL.i a tIc a n re 

IdvflnLaye .I.:;L~tit, t 
which will 

exposed 	to a new global view of the issues 

eventually help them shed off the isolationist, 
even lofty 

)1 'l o Irdear .f ei i olI V If: Ic, n 	 with firstand seminars must be'repleteeffective, workshops 
over the world.and case studies from allhand accounts 

to start a nalyzing,. ,ynthesizing,This allows participants 
in their.own environment.

and adapting methods to be ahpiied 

Jrst handS experience. it ispnAm~htra.inq 	 ladMa LIILO 1LIbUrLiIUL-y CIIVJ.roI-11111.21hard to 	 Crcr ate- the 
real life events. However, the benefits of this 

control 
11.nhi Cr trn-inii outweigh thin dc.i C 1iltics:.* Once thle 

~ I:Ij~t~~Iq n ti 
um.abli.liy UII1V1LUIIIUI1IL .1:1 iutul, 

entails, place themselves in
insights into what the process 

hurdles 	 as a group,
position of others, learn to solve 

rltILs.
the 	
suppaort, 1nd IaVIQetnc toward tangiblereceive 	Peer: system, 	 where

A requirement for success is a fair reward 
performance,

participants are rated according to their work 
for the quality and timeliness of their
 

as well as 

assignments.
 

that ILFS is the forerunner of PPI projects

The realiz.ation 
 the implementation of the FIRE 
in India, sheds new light on 
 training,
infrastrUcture component, in particular on-the-job 

to start tite project at an earlier
and offers an opportunity 
date and develop it faster than would have been possible
 
otherwise. 

hat X.IDFt If-, wi.JJ-ing toCnii c ~~~~~~~~~~~Ii U111t11C). 
.1n5uirdtu toou it *L.-iLt.Lutluiiniwork Ini 	collabuitationi with 

sediment
expand the inventory of viable projects and 

need!:­
re3 ationshi ps wi th municipalities. Furthermore, ILFS 

tleo complcincnttirity of ory llul~tointJ wh:ich have a zietwor] of 
in order to -advance the contacts at the municipal level, 


(PPI) partnerships
concept 	of Public/Private Infrastructure 


995
_ 

9 ,*-i 

http:CIIVJ.roI-11111.21


kt 

the way for smoother identixficatiofl and
'and pav e 
implementation of projects.
 

An.• id al training situatl 0i w.ec...t...by ealg. U 
opposed to.using
to become the Idemonstration- model", as 

11: 1nlnt~d o:~~t~:, indluirrtc ni proccrs whichcn
UPIf'h' c 

emulaed by other e..ti.... L3UCI IUCOialld wiUh 
,be 

spin off their
institutions which can
commercial financial 
 run profit
nwn nrntiitr oporalonsi nr privately 1.oI 

. .. w1i bou.u. t L .. . .... i........ 
centers L.. .. 
analysts, andurban
 

other professionals, including bankers, 


devel'opers.----


C. The Management structure 

an
 
Taking the above arguments into consideration, 


to manage infrastructure training
aStornative solution 

the stLrengths of all interested 
activities is to incorporate .group. The plan in 
parties into a synergistic working 

on the attached Diagram 1 at 
described below and depicted 

-the end of this chapter. : : 

Group (IIG) should be 
An Infrastructure Implementatio 


o h~fhrc Colindri Uon off51n. d (t110
ti lI()(I'om llmtnl a-u 

- Public Private :Lin a-:L:tuLturu pi-uj uuU. Wid P 

through a ,demonstration process. l~~~o :Lll,1, 3: .,, 
y....wi....i l.o .. 

11G slhouldibe headed l.y I. A 'S, . " r . 1. 

the first three years, as well as a 
recipient of the HG for 
corresponding measure of technical training 

assistance to 
a sand NIUA, a. well 

carry on the rcequired tasks. .IUDCO 

other institutions to be determined later, willbe 
active 

members of IIG and recipients of all its training benefits.
 

1. Role and Responsibilities of ILF..
 

r Tr.Frr ir- n i~koo inst-itution in India in
1 dAun~i eni 

to advanue Uhe 1.1'I concoptL. I IJF S 
toriu(1S of their offort."i 

years of the project must continue 
role for the first -three 

as leader of the movement while receiving intensive 
to be 

ii ;nr'Jn ni r rir n otitri'dd to accomplish the 
Utrmchl cn]. trxi I 

-

33:3 , w.....1 ,1 - I inalte :1:.1: ecin~' ., I m h:f,:ro t.: '1',obetives listed 

one with
 
a) conducting the tasks listed under Level 
and wi th the

i'rliiiti. r~ i;iI r;assijitancn rtrom nutsido 
pon r~ (Imulh iii.; i a u i 11GU i~id) t::: o

cooperttLlini o t.' . 
of three years. 

! ! s for selected
II,', ! __![I" opportunitiescreating,_] on-the-job__ training II I :; 
b) 

members, by offering inter..i.hips, researchK. staff of IG 



participate in all stages of
1n glillniols, -Ind I he chance to 

-n diaii nT eVen -f:,ii 0 .I, t
c)::, i<tt n1t!ttiFdevelopment'r and, financing.infrastructur.e 

4 and ab~roadl, to. acqjuire' kilowledtu Ull nuw Luliuuy idt 

expertise by. observing, the experiences o'f other
expand their 

.for Specific Training -Assistancecountries. (See "Request 
"JuIIb .I.t ' by :1L.":, At tza ci m.-li I CI apt r.-t It 

Making high level staff available to participate 
in
sdi)con cigne 

as me eacquired.
todissminate ino 


of other. Icc member.]2. * 1101 and flceipon.,ilbiliteoJ 

The role of these institutions, at the beginning of the 

program, will be of recipients of training while 

participating in the process of developing and financing 
Gradually they will be prepared
infrastructure projects. 


to Interact with government- agenicies as needed on a per 
project basis. Taking advantagje of the network ofn.UDCO 

and NIUA contacts Vith GOI entities their most
branches 

as liaison with appropriateimportant contribution will be 

may asumo a ;ImiiarOtherrOst; utiiisI implementation. 

roe.
 

the following irepoisibiliJ.Q1: The 11G membears have 

closely
a Commit selected members of their staff to.work 
i.inar
and ...
under Internshi.ps, co.sultaic..,
with UPS, 


participation, to learn thoroughly the process 
of
 

and financing with private sector
 infrastructure management 
A Note on Training
Participation. (Sce "Rhudo/Mew Dclii: 

Needed by IIUDCO"1, in the Attachment to Chapter Five.) 

to p i:opfl EOc fllVl to tk
1J) comm.!.it te. o nL. te I 
over infrastructure development and financing training 

at the end of Level One.
activities 

c) Commit the institutions to redirect their Current
 
they become more proficientactivities if necessary and, as 

to
qlrridlinl 1y iliny wi 1 provi'dro trri Initnq, contri bute 

anid lenld L;UppoiU:t to the d.oiaslam.inatiLIon awareness campaigns, 
of information on alternatives to infrastructure developmeont 

rind r stani 111(1. 

O..e, TWO and Threa
D.- Training PartLtions: LQevel 

It is recommended that the infrastructure component 
be
 

and Thrr:c.partitioned into Levels One, Two, 

4.1 1' -,:.~i!: )
:i;.+++,,... 1 

-N+++ -+' ': 4.A4-' 

http:Internshi.ps
http:irepoisibiliJ.Q1


..........s* -..	 4l •... 

LEVEL ONE represents the inition of the demonstration
 

ItFS neds -to receive intensiveAt. th'is l.ovelproccos. in the practical
-,----z-----train ing-.-from,-.profess ionals, expprJi~nced 

of PPI projects in the develo~et~napplication
of these projects. 

-bth 

Thl learning" curve shoul d be 
financing h ra..as Short as.h 

of ILFS',.should be' directed 	 toward increasing thle expertise 
for the other IG

creating learning opportunities' 
toata~m: ti j c k: l. eclrjn t), Irte i u..11 a 1)U(i:ly !i f:!-::iint d0 


documented and disseminated.
 

.r.wii e v ie cmnornr ca r.ly from the
LovaL 	 II rit r .w, 

and tasks w hichbecause it involves objectivesFIRE project 
with the experience ofa local organizationare compatible lmf Onke o 1 commercial

(IL.FS has te!stcd:PPI projdts,', whichi 
(a securities market with considerablefinancial channels 

which requires transfer of tested 
depth and liquidity), 'and 

haive already been implementedtechnologly (PPI. techniques
countries !to create commrclially'successfully in other 


viable infrastructure projects).
 

It is also clear that the, cltalysL to bring together those 
program
positive elements is an intensive, targeted training 

des igned to prcjnre I iian institutions to become fully 

infrastructure, projects.' 

1 0110 .1s n-,ot i.mportant hec,,iisc the 
'IcvclAu on.1lIy a U1.n 

activities of the other two levels are,in:large part, 
a
 

the depth and timing of the1 training offered
function of 

(1UIrIi th.110 d o ns tfra t.10 processhe I)Jfo ic ,.1I 'rt:icul..ar,:, 	 pa 


of projects as they are implemented, by" local entitis, 

and the municipalities.'
namely ILFS, IIG., 


level where 11G members and otherLEVEL TWO is a pr~eILaratioll 
astrained in the PPI 	 process using ILFS 

Preparation activities
institutions are 
the experiential learning medium. 


will also iuicludc trainingi of municii.plities as needed
 
take place'
beyond the PPI process. :Level Two will 


one. 
 The RHUDO training 	plan
simultaneously with Level 


il o~.yi& to 1rea;ch a bro~ad iminicipal. ' ar-se could bowhich 	 e
(See RIUDO/NeW D lchi,,


the centerpiece of 	Level-Two. 


"ngionall Training,' Networking and Information 'xchange: 

.I i AIta-.;uhm nt' tp C pt Five. ) 

THREE is the'take'off levelin the sense that 
*LEVEL 


will, commnlce activities .as,.-"ti.nr.traied-i t evel. Two 
b t ,i,jLhpriti. 'Eutl 	 uuoi h.'!:thev 


its' own.'will continue infrastructure development on 


Outside training needs will diminish.
 

ii ::' ' '
 
"K :i.i':', 
 " ,
 

http:as,.-"ti.nr


a't 	*
 

Wil a), pace /simu.ltnosy
Levls
neandTw 


. 0
11.i r 11 w IInV.1 1in t-ir, f Lovf-T l S 011'i*ln(I q 
T 


* L"U r u e " by I
 
n ' 	 S : 


-ir '  	 : 

: '"L' ' Level .. ."Prepairat!u ": :"'ll:: 

.. Two 


:: ) (;,i
tanks Level1. objectives: and of On*et a tvn,'nin 	 . . 
and 	II
d 	 aon
and 	tasks to be ple bIlS 2 at
The 	bjectlves depicted Diagram
Level One are described below 

an
 

.. . :[ * ..
 
th 	 n f this chapter. .. 


Balanceeof FIR 

/ /Project Ildentification: Build the inventory of 
mplemntable by PI trans
infrastructure projects 

ec ts tha t requre fthe yTkeOff "-L
/* Screen and review feasibility studies already completed,-
* Develon TOR's for proj


Rflank ali'd prioritiz cOtvn .all ofable ioe( ,-U 
nat
* LPrepare model PPI bid documents and prequailfacat 

S..k EvaluaItte PPLI proju.' t,bid... , :, .
 

Adieon PPI project negotiations ... .i
 
and 	imptemen. PPI monitoring system
Desi n 


OBJECTIVE: test the proce
L Establish ann
II. 	Project developmen
t
o f 
: 

iden ti fie d projects ion,
 
.. 	foh demonstration
 

criegtiatecneso 	 em 

.
ard copee,
b
* Present structuring alternatives andpeuailfiat
* 	 Define municipalityd doce 


Project developmngt:ndtinancinandDemostate<r l r .. procl..,.. . i-,!
b 	 E001"
or~tiirco, }tt,j 	 b 
h-,II.vldont',l y io eoruull :rn-I 7: 
* S 	 tu an [3 o o idetfed paroecl nuetsanteroghemngstratein
* conduct vauatinengineering assessment
 

TASKS:
 
ale nties.ad.tmig*Ireentf sructuiringmin

OBJECTIVE:
 



Assess iall risks 
risk allocation among all parties
 

of funding in the channel of service

*Negotiate 


sources
*Identify 


to user)~Aisrib~ion(from producer 
t ucs-f-fud* dentify domesti 

Design capital structure and flows appropriate for the
 
* 

lomn
*_Design instrumen s with. L L * n.f:nan: L 
investors; negotiate guarantees, sinking funds, 

ii thu .u IiIti'4t11tlLto'W ~iti1KY MILI I..LuLit(AcICu'A Arrange 
makers for secondary market trading.

market, commit market 

OI3JECTIVE: 
IV. Training in Infrastructure development and finance:
 

awareness, education and enhancement of technical 
skills
 

TASKS:
 
* Enhance technical skills of project sponsor and key 

first stages
i.ntnn.ivv trainlng at
tcchn'i al. pi.nyori; : 

,, .* M(.)IJA iiu a .i(If1 i a n ! 

throughout the
A. I *tLU w , a tiiiI *i I.

.disseminate information as needed 
targeted localities
project, more intensely iil 


* rC ate on-the-job training Opportunities for other 

organizations -involved IIUDCO, NIUA,etc.
 
train trainers in
 

* Organize and conduct programs to 
such curriculumilnnitutlonn; committed to offering 

individuals institutions .. 4., .;,.and domestic,i,,i I l andand',i ins t iolsW~~foreignf or.hiuL" .Ind ,'uult.l,'mes :d i 

http:i.ntnn.iv


at Level'Oneresults2. Attainable 

rpresct-trcai tic,
The parameters listed b w.o 
mark the deadline by which they

attainable results, but also 	
.prUnojtnncerj .cts ,ntart .

%ir'V Ii ]yp)1.t1-. Im r 1r l. 	 y 
at tLhu "ta..1 uiid. :­

slowly and crowaLIv.LtI.O Outside assistabe avoided. 	 ce 
ineffectual practice must 

n g 	 off as local.
))(-, j~iltCfl.c in the begiinni -.%nd taper 

laU.l.tpnyp y to t; l: r-)vE, the 
enltities devalup thu iiuCuuu 

The process should be dynamic throughout, 
but the
 

program. 	 The project

outside intervention must fade away 

gradually.

ch flhowto tlic ie . t.tt.i!whishould be deferred 

commitment, leadership, and readiness during the Level One,
 

the ignition process.
 

Completion Time: 
Twenty four months
 

Results to be atta.ned: Stages
Five to eight demonstration projects at 

advanced 
* 

or near completion

" , ,ahishd"- precedent and blueprint for PPI process in 

* 	 Trained institutions, fiianc.ial and educatJ.olai.,..)
 
nid propn.Ute tl.s technology


preparrf,(1 t - iml.emernt 

Level of effort required for on-the-job 
training:
 

Long Term : 
* One expatriate 24 person months 

* One expatriate 12 person months 
per';ol month1IS. eai-ch" Two local vrfossio~lla, 24 


" Support staff (8) 24 person months each
 

Interns to be trained and work with ILFS and 
the
 

" 	 ,n nnr r hcl, for a :ota. 
t ll, t.'I, I ,"ly I I:,'t,',: , tn 


of 90 person months.
 

Short Term: in 24 
110 three-person-months assignments to be completed 


months.
 

Ahroad' W, * ,,Iw l ,::t i tt Itql; I i11et gtl;lil; 11% ImI. . 
2 !JUtrl dI itt~£ ~ :; A 	 .. ~wo 

in the United
 
four-week workshops/internShips
* trainees, 


~tat0
 tours in Asia18 professionals, 7-day study 

in T.atin America
 

5 professionals, 14-day study tour0 


~ 2 ij; 	 r 

http:laU.l.tp


In India: 
short seminars; the program

AAscricS Or' 83 self-financed 
covers organizati nal costs0 o(nlyiar 
* A scries of: 4 fully-fi n a l c e dL two-week seminars 

L, Content: Lfi--utJuctol o: tupic.-i 1:(i: iovol U110~ 

under the FIRE project in general'IThe trainIng reqiuircd 
[, 1 ....:Ik -11 • 

iallJty4 &l tr'Um bn:.L L.W-.1CII I .: ;t..:.( i. I "1 
inThe infrastructure componentprofessional updating. 

particular,will require a widet range of topics 
and
 

a
component, which hasintensity than the capital market 
greater need for selected specialized professional updating.
 

into oneral.c;in he, i. 1.lo''he solect.Lo of t:ol.i.c- c .. 
education and specialilzed training.
 

_ and.n1c. nl. l!n sot.,OL .r . 
Finance.
 

for Procurement and
 a. Financial Analysis 

Investment
 

F. nancial anaysiS i, 
,*XJole 

the foundntion 
I,(l7J-1C:l 

for all. 
t2ll 

other
W iIout a wide;lOwl t. 
and abovein financial analysis, overbase of expertise

I hr l,,r tin) ci.ncernmh.nI: hb tween ,:rul:.:r1n"I: Ir ;iiui , ,-nnI)(- 11(
C,- tt,.,, L(2i-.l .II~IL1.k(li.IL 'YI ii (.tIIIuIIil~l~ (". i 1. v1 cibi. I .l..y , 

no creative design of
 intelligent evaluation of bids, 


investment instruments, and only limited advantage 
in the
 

procurement of funding. 

expertise transparency and ethics
Without financial analysis 

are rendered mganingloss. The
in the securities markets 

can not be 
reason is that transparency through disclosure 

the receiving end are
 effective unless professionals at 
 andctipahIo of: ninnlyzinri the ,I.nforinntion critically 
code o£oot.y i followed

objectively. Likewise, a Of ethics 

under the watchful eye of competitors, but 
competitors must
 

be skilled in financial analysis in order to know what to
 
owe their remarkable

watch for. us securities markets 
efficiencyand transparency to the flerce.competition 

that 

oxi~ :irn anong tnteornedtliaricr and inrtitutional. investors. 

An example of a list of topics on gener-il education 
in
 

course outline "Vn untion of
 
r-i'1nIwil nllnnr Ir- tho tliipth u ivo. 

etato-0W11ed AuLetuI. Lien AtIlU ut Lu 

:,n)r::fltructtlre . n cnt Y..Dve].opment and 

of most municipalities about the
 awareness
Given the lack of 


http:ci.ncernmh.nI
http:solect.Lo


i 

. , ? , .;: / , .:> '- % h .. u, . -t 
- <. -/ ..:: i - ..- ? / 

• 
: , . 

. •: -' o. , G;,t11 

v .•:r ¢ •li c ,. ,•h, :/L • ] t 11 : . 
a l a.~ 

' 

l-lip ot+-.•• lic 

the common point of departure is infrastructure
schemes, 

directed toward the identification, development
management 

As shown by somi of the illustration projects cited in 
I :': t.I1( 11 1'! C i0:y or 

,- 'I, [("I * : t I#e1 ii' Iri' ni m'Lnt I jt 1 

Madras, where critical water shortages forced the city, to 
water system design and approach
dust 10ff a twenty year old 

other
thn pri.vato sector for impleentntion and financing. 

subsi.dies may take
municipalities accustomed to govermient 

same realization. '
 longer to come to the 


on one hand the training resources of FIRE are not . While 
intended to be used to build up the fiscal management
 

capacity of municipalities, on the other hand it is
 
t 

timportant to imp,,*.i'iu. ili E trLCt ,:o .... 
financial


training to solidify the conviction thatthere are 

through projectsalternatives to infrastructure financing 

For this
which are commercially viable and marketable. 


reason, training activities in the infrastructure component 

start at a lower level of sophistication, cover topics of a 
decentralizedwido and lltolla.[ty, alnd a'd offeoed ini more 

than the capital market component.locations 

11 t. or I I n rtiI rp(I rar irr Itc, I*.O1 i n
AI (1(:~%1111Ot IHI)f 1 

- Iinfrastruc ture managomiit is thiQ cou' 'o ouLI..n 
"Public/Private Infrastructure Partnerships"." See
 

LAt hllhillt cphajdt:'F .
fl- t:() 

Training for Practitioners in Infrastructure2. Specialized 

and Finance.
 

" peci-icn. Industry anid ProJect 

In order for municipalities to acquire the necessary 
skills
 

nd, experience to sustanin infrastructure development and 
sponsor"iIetc. must

financing, key municipal 
much as obtain information
 engage in on-the-job training as 


already gained in other countries.
about experience 

An example of a list, of introductory topics on Specialized 
outline "Projectproject Spec i r.i.c' tratinitn is, the course 

Chapter Five. 

Specialized Topics in Infrastructure Financingd. 


sound financial analysis for
Departingfrom the basis of 
subjects should be offered in

investment, other specialJzed 



on the
 
fa1hion tailored to the audience, for example, 

for SELI officialsof municipal bond regulationspecial case and the
 
the SEC Institute.:in Washington D.C. as taught by 

Ao r.JP i * Li.oil, or the more advanced subj ect 
. 0 i It 

have a direct bearing Onl b(l lZ(Ii Juh s-L 
which 
techniques on financial futures and interest rate 

swaps as
 
ute of Finance.
o iw •tit 


- 1:-r), l i York T 
tI--- I foir oXnilllp1e LU U110in/theLUIU
iof'dl
will be a topic Of 1CLALeillIYThis 

in the channel of distribution in the bond 
intermediaries rates
as interestortfo,.o mnnagem(ent of bonds
moril:t nnd 

exchange aLre liberal.IZCLI.and foreign 

a list of topics -related to specialized
An examp)e of C-(rI 11w LULI I' UII;I. i1I( " I VII 
ture r.ianu.nyinfrastruC See Attachment to Chapter
Interest Rate Risk Management". 


Five. 

Planning Strategies
e. 


be scheduled following a
short scminfars canThe specialized 

short term DA assignments and make 
best use of the expert
 

The caveat is that most experts do not
 consultant's TDY. 
 seminar setting. Care must 
.. n a conference, orPerform well to skirt thi;s problem.a training specialistbe exercised by 

Ofevelofns well, as the 
v 'of pertise,( ivn the 

h , vr ~ 1f: 1nh0r7.'e d111' iI *a4 I'llrr1r( 10 be selt-inal 1*.1in '.' 'f (0, l~ workshops canf1,11U1.I t I seminars and 


through tuition fees. 

term specialized 

F. Form: Kinds of Training Events
 

Training must offer recipients te 
opportUnity to acquire• 

internalize new concepts and conceive 
their 

information, to by;W C .I1o expc irt'.5,n t r n 1.21 l, g U ..ino rm 

understanding all elements of the 

commercial transactions
 
These
 

and securities markets procedures 
and requirements. 

cn he ncl Ievod .1n n vnr.ety of ways, but most 
()11JoVr:tIvoZ! 

tle event.1 must bc cal:ully tilled"ULJ.importantly, 

will be required to coordinate,professionalsExperienced and lnternat.onal a C-,.erles of in-cunt~ry
organize, iinplemncit 
seminars, conferences, and study tours.
 * 11 : 1 1 I hi)1 ;11 .f,111111;Ii'11 ; 11( 

r. Lh~u .llll.) 1 |Im.llI1 I.- IU 


Lo culturEal .

careful attention must be paid

conferences, training must
In the case of municipalities,differences. 


a p-eSiJC to-th

institution to ].end credibli l ty nl.i 

prepared containing current
must beactivity. Manuals 
to t l n course. In addition,relevantbackground material 

hand out to [irtiCipltS COpies Of the 
each instructor must • theto have the outline of

it is desirablepresentation. 

, < 1, 7 WI I 
" 

' 
:>i- .', :'"!:'t: - . .: " " ::"t. ., i ' 

: 

http:r.ianu.ny


displayed On a
presentation also projectecd o a screen or 

This system makes it easier for non-Englishflip chart'. 
pciking audiences to follow the presentation. 

studies relevant to Indiainclude caseThe curriculum must 
"a'nd the subject matter. Most importantly, there must be a 

w . Lbh the parLu.LLj iL.111id iiiL u iuoinvu.Icvud .1,11
follow up knowledgeorder to evaluate the applicability of th 

. 

1 oc*r .. veod nmid rorcommelid chni(ir.l ror future traininj 

1. In country events: conferences, workshops, and 

seminars
 

a. Conferences
 

as an awarenessshould be considered moreConferences The theme a 	 educational experience.campaign than critical 
who are hearing theatcan be effectively directed audiences 

175.i orcemen t of::t , or-;ubjuct mattur: Cur thue 	 .1. i'tl need 
the new concepts.
 

Two to three day seminars and workshops.
b. 

are most welcome by business
 The two to three day seminars 
 the

executives and gbvernment off.i.cials. Because of 


LiUmlliil11l 0ofily 1. i:l.; juhi:t, 1 i: Ci'i ';I'. 11,)lttnl (ldi'ca)e
 
Stwo or more weeks to a training event. 	 ,, 

I i "'ediIjI.J11d:y kt~4:i;
TIJlu furmlaL .1 .1Lii u~ Iinn 
_O6pibs," Which can be comprehended quickly by professionals 

Many of
 
who are already working 	on the subject matter. 


cal cflSJ.ly be nel-f'.Itianced.these short term eveiit-

c. Location and cost
 

By necessity short training events must be held 
in the
 

country, otherwise the traveling costs would 
be prohibitive.
 

:l. 21-UOll~troy ')11n115 haye hri advantage of reachin j the 

co.t as well as targetilng specific
largest audience at a low 
interest groups and addressing singular problems.
 

to four-week seminars,2. Training broa: Two 
workshops and internships
 

ul. J.: I(--duet(u'I 1:%way I'rAiIi t'J
T'he M1ost sal iUHt aVailtlLuu 

themselves in the 
home is that participants can immerse 

and acquire.asminimal distractions,subject matter with 

formal instruction.
 

a. 	 Programs in the Unil.,1 States" 

nited States throughthat training in the,Experience shows 
can be offered at a

seminars and conferencesinternational 

http:acquire.as
http:cflSJ.ly


___ 

than instruction
 more specialized and objective level 

that the benefits for participants
conducted in-country and 

-irc multiple. 

The main benefit' is for participants to be exposed to new 
' 

tl ': ' ; : 

- U".ULiii IULI l . Uio..ii . .U C)If~4uIr ,)1 iiIgilnt Iif )Il 4 I, tl I I'' .! I :'I I . 1r."! 


to the relevant issues disseminated at the seminar. 
h,'u,l~ In I, ic.,. < 

S .. L,u~iic t.Lui,,i.., ,iu ,Il ,iini: ti,,,~ ni,,, ' Iw,, Lu,, L i ,;" ww).: 

and limit the number of attendees and countries offer 

participants an opportunity to•developJ and 
exchange key 

with colleagueS and faculty
concepts, ideas, and processes 

around the world., An integral part of this type of
from by the attendees. Grouptraining is p L.cp.fL_4.fl 

exercises are intertwined with lectures 
team negotiation the fields of 
from professional instructors/practitioners in 

doveilopmcnt ,. and 
onui rgy/poWo r proje;ct,-r. iva to'n :ctor 

that
finance. For these international seminars
project 
as teams from the same organization

participants be selected 
Their interaction as a group after they
or locality. 


is as ±wportant as the kniowledge they
return to their jobs 
acquired during the course of instruction. Hopefully they 

as well asexperience both in theiri own'workt : r;Lt' ' ' dl pnrtIen . .wi..ll,.) i use Ill l:l|,n IiIr,,imLn Inn' ,,thrIl[ti:ini, theirt, ti t:r 

..
1).Otudy Tourn in OLlicr Countries )*' 

in countries with similar characteristics 
can be 

Study tours 

a most rewarding learning experience because 

they will offer
 

hand cxposure to the experiences of 
Indian of-ficials first 
other developing countries which have similar
 

characteristics and have encountered and conquered 
similar
 

(1 .1 F.C I, n,r. 

In practice, developing country leaders have a 
tendency to 

all the technologyto unreistically,either want ndopt, 
P. I t;•t ]" to

1III il U Li Lit.1. UliIL. I ora' LivtllttblL 1too 1i 
adopt any of the changes because they believe it is 

In order to change attitudes, it is important
unattainable. 
 and 
to expose developing country leader:s7 to the failircs 

similar circumstances. successes of other countries in 

c. Coordination of courses abroad 

,-hro Fti3 a -|t i it i n i t bn rpi ,n to the selnct-ion of c6-ur .... 
I luO of .hu ,uii.Ln'tu, , (jivuti u

available Ini he U11itud in the 
* India. Negotiations with educational institution

s 


conducted

United States, as well as practitioners, should be 

to obtUi.. best p....rices alnd cuI:tIculuI desig.. Scheduling 
that participants will derive
 must be carefully planned so 

For exnmple, combine workshops and 
the greatest benefit.I'. 

I 

http:L.cp.fL_4.fl


itudy touro abuOad, or coruct -ovraL workohopn by Lho --1 e 

faculty for different audiences in India. 

'+ it.is important 
1o' ni& by an entity with workin"j 

SIlo rd+ing+ 

that the coordination 
in those countries, in order to 'I..relationships and contacts 


pnlia moaninrl frill. Vti, .t1t to opf:.Rk tlon ni te, and hold. .
 

tours, .participants must submitcompletion of the study 
aitop t i l O . reportf7, with .l.Iidensttl i d. for+ adaptation andcri t.icn]l wri0 t !nowtten tLout i.. jtwj:i.I I 

d. Solection of candidates
 

There must be a rigorous selection process of candidates. 
Tho :.ir.1nc 1 i :,i ,w: 1uric thI. r o+ an :1 a mur~h1;t" le:-Iiir plro 1.in 

commitment toqualifications, ranking in their organization, 

attend all functions planned in the program, and agreement
 

a critical report with implementation ideas.to doliver 
, ' ;A,, 

* . : • 

++ -!
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- - ----- - - - -

GENERAL BUDGET FOR 24 MONri~s 

ONE ONLY-LEVEL 

LEVEL OF LOADED RATE 
DTIECT~ L.AI=O EFFORT PER MONTH' TOTAL 

P/T Home.Of f.Prj .gr 
EXPATRIATES -LT (2) 
EXP - ST (1.0 X 3 PM) 
LOCAL-PRO!' (2~X 24) 

12 PERS/14O 
36 PERS/MO 
30 PERS/1MO 
It8 PEUS/tlO 

10,000 
19,000 
19,000 
7,000 

120,000 
684,000 
570,000 
336,000 

LOCAL- (8 X 24) 
INTERNS (30 X 3 PM) 

192 PERS/MO 
90 PERS/MO 

750 
400 

144,000 
361000 

1,890,000 

urtimE mIrEC cosTrs ('0,000 

TRAVEL COSTS 80,000 
EQUIPMENT AND SUPPLIES ... 150,'00 

290,000 

------------------------------­

------------------------­
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B 

t:H11III1111'ln 
idividuiitn 

2 
4 

wr)''')2 
wookU 

2,()() 
11/,04,0 309,01 

* *TIIIRD COUNTRY STUDY TOURS 
*AS IA 

18 Individuals 7 days 2,500 45,000 

LATIN AMERICA 
1; 111i.V idiinl. )/14(hllytsI 7,1000 1!-, ,o o o 

*IN INDIA I 

CONFERENCES (2) 
150 participanits 75 22,500 

SELF FINANCED 
events 

SEM4INARS 
10,000 80,000 
-------------------------------A---------------

USAID FINANCED SEHINARS/WORKSIIOPS (O( 2000 

TOTAL ALL,COSTS 2,871,540
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------------------------------------------

TRAINING COSTS PER PARTICIPANT SENT TO TilE USA 

'Avui :iage t~ti 1.: oi c~aow . pti a: ti tI.I I oI ll 

Round trip from different Indian cities to the U.S 41,000
 

COof in U11ILtud per' slaLtICIIaint:Hc! IotI hu SLtaten1 
Average 14 days at $100 per day 


(Inicudes New York, Chicago, and 
-. 
Washington 1,400 

Cost of meals and Incidentals for each participant 
. 

Average 14 at $70.per day per day 980 

2wvo.: *11 , if() / : 
' 

GWILt per Jil 1atL1i pit:, av.- Ilgo 
-- ":-

L 

" 

: :" 

' 


." •' 
, 


.
 

(Fouir
Cost

weak 
per 

courses,
participants

double 
average 

tuitiol
li weeks

10.e) 
" " . 

- " 
" + 

.

10,880 
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: PER PARTICIPANT•
STUDY TOUR COSTS 
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.0*' 
I., :iooPer participant . - : :: 
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days 2,500-7Cost per participats average 


1ATIN AMERICA
 
AVERAGE AIRFARE (MEXICO, CHILE)
 

5,000
Per participant 

AVERAGE PER DIEM4 PER' PARTICIPANT Ili4 days 2,000
 

DAYS 7,000-14Cost per participants average 

EVENTS IN INDIA 

IN-COUNTRY TRAINING/CONFERENCES 
.75AVERAGE PER PERSON 


(INCLUDES EX-PAT FACULTY)
 

IN-COUNTRY SELF Fl-'NANCED SEMINARS
 
Training manuals and other. materials per even 10,000 

1N -C(x)NIRV tI.:A II) II AM:lI) ;:,
 

Two expaitriate faculty members, one week 50,000
 



Attachment to Chap ter Five 

I'rujuut Appraisal for Coiimnuicial Viability 

Public/Private Infrastructure Partnerships 

Advanced Interest Rate Risk Management 

Valuation of State Owned Assets 

i l i , 	 ,/ / 

(-g)A 
4
/',d//-1d.Lb 	 ,- , , ;- -<(4L uxo_" 

/ 	 SAMPLE COURSE OUTLINES FOR ILLUSTRATION OF THE KIND OF 

TOPICS TO BE COVFIPEI.1I) :r 'I4.'11 ' IIIFRASTRUCTURIJlE 'TlAIING PROGRAM, 
SPECIFICALLY IN "INSTITUTIONAL AND PROJECT SPECIFIC" 

TECHNICAL TRAINING, LEVEL ONE. 

TIESE OUTLINES DO NOT NECESSARILY REPRESENT LECTURES. THEY 

CAN lIE: AND II EC!I FOcus C O (GMOI).I.E"IE) U1;,I) ''. ICA1., OG'PSS 

AS A CHECKLIST TO COVER DURING TiE' TFG EDUCATIOIN PERIOD. 

\* 	7-/A4.,//)/'it "17.'.i "7/IiJ6L ,<-J),,b /i K~lL: c 

http:COVFIPEI.1I
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Proec Ap rii " an Anr.i lyi s:I-J!7; 	 f'or the Financial'...­D(-valo;)ii-~ P. Fram~ewor
:":.: .w/< 

;,Decision:Malkhng Process;: " ;- < ;: ":;' i;. ; ­

ili i 1,I t(i 	 11l l illl~ 

a Deflnn q p~roj,)ot a l sir n d l mi y ll; :l silmiidzirdis ii hlll .lllig iproctlcus, 
07,7, Ev'lntliq~worldwhldo (rolilds ill lr it llinnco, 'alnd iliVepsItment aplliiln 

- t filll II llm i~li ,I11id lI I Illli l : lh ll 

i i l l  
a, I'liillcia~l uIUll ll t IU, l :'llk;k lt iil ltm -mizit~ll, iiwi dti mi, w d i rrjol 

o t s jer c 
~(d 

,- .; Estalflislhirg th~e Decision P'rocess: Ci'o;atinlg an ApI-P:opriate "Clhecllist" .for-


~~Analyzing.Projects -­
. • Arlicuilnlinif Ihn _Prnhlrn ilpporllimil~y dffhnition­

. '- ' Specif.iSg ouals 'Ind. ovflluatlo10.,,Gritorh'-l for t il Illa l(lta iil.;titutionl
 

' •Applicail Of (iltallt .P ard qluantitative decision-malking models
 

.. ., , Sequerncing inl the Decision Process-,Understanding, Uil ilnportance of timely 

..i/ -'i~i 	 analysis . . .. 

.* Sno ni fl nfilthod r, for e tIrofilesp~o rnd scaling m odels)­
*: Relating. project-goals to fin-anclail institution objectives
 

• Prioiriizinq proeects given resource constraints 

T c h ilic l ll li lc -itiOlls, 

to EzvaluatingFurndamontal Economic Anailysis: A ".rolp Down' Approaclh
Nw InvestFents Projects 

,o: :Identifying and evaluatin'g thae mtcroocononmic fundamontals' Economic
 

~~~RateroDema ofldRetUrnforecastlng:(EllR) dieenling. .. ..markelstrength for the output. ofte. _
 

project 
s t Moaurling Oeisortu til anAplvedpr finrlcingt 	 Cality ICl koject 

d•-. " • Cost-Boliafit. analysis' IdenitfylitI, 	 atiurlUncomip!l ring relative 
costs Proand bnefits associated with pect 

* A 	IDetermining levels of acceptable project finance risk 

N nvestmet Projects 
S.Fndamlital Marliet anysis: Assessng iae Competitive Business 

* 7 and tile. mi..r.oconornic: 	 EconomIdetifin evaluatingL 	 fundamentals":7 -ic 
.. of tetol 	 :..nd.rsnd.itheIoSqhue ilnciin Dcision roce0 	 d saling model... .i rr.o m id pfor roject pr 	 << . ..i R eturn:	 '". " ;.<- ':"!:,'¢ #A,77:" Rate7.-of: , ;7,jA ".(ERR) ,,:P ." ; < ',¢ ;,,.": . .: , : . '" 

<kf"?:h7 < forecast strength the output"of the*'7.'! Demandt ' +-• ing: determining.,.for market 

r"'"r hn%l iss n ofeila (ollolpds!vs ;"' - : ; 11,H" o ustry: . ll . <..,Te otgi ss 	 ,< 's ":s: It-ontilligo /'-. n / ; e ;i!;tU 71: ject' :t'TT] i, :,:.-; i:,,<kO! -; l':' 0 7ro ]:G ::::: " 	 . 

,-',:-.,.,.-S 	 Rlmarketing,M, ea,'"<ur ngrstg'ongilsti 1.......rt and wialisstouv :le7 .:, In ob..tIv-sproject7:financ:] 7;;777:+in' !7' 7; 7
o ...... s 	 o;fyny niesulnt,* CstDoe itanayss:Idnt ndcout)arn~ rlaiv 
ntiiprjet gpvntr~uri cnsrantid Wilthou't I1, now ci talPIor 	 ,iik sroilt.1ii:with,,DviD Islh (, anci,,ysls 



Sonlc, and ScopeFunldrimmil.0a Torhnica lraia Deonllf h I)(-

0- Detormining. criteria mcasLiremonts for the evaluation of technical 
and i "rastrUcture considerationsproposals: Location, plans, equipment, 

Interpreiing project cost ostiantnies: Allowances (or physical and price 

con tirnfiencis 
0 

'"" ill. Finnncial Appraisal nd Analysis: Tools and Techillques for Successful .ClIItIll Invo:;ti11olit Pro~jocts:. 

Financial and. Accounting Conceptual Framework 
a " F 1l1111CIll valuatioll theory .iIld Ir :tic ..
 

P -Develoljing an accurate asset and liability picture
 
,n Finn nleverage, oprirntional levri,
lnal 	 and liquidity ratios 

Capital Bucigeting Techniques: Undr.rstanding the Concepts and Terminolo-y 

• 	 The capital bucigeting process for a financial institution 

-• 	 Time value of money 
Types of processes: Independent, mutuallycIXClusive, and contingent* 

p)ro jI)(2
 
The impact of ioflation
 

* lurn on invstmliolt n ouchl,, : ..I u citit Valky (NPV) and Aclijustej 

* 	 R Uetu'ln on Invostment iiudolS: liiturwlI at iof 1lu1.1i (11)0 alld Mutllu(l 

Internal Rate of Return (MIRR) 

The Present Worlh Model (PW) and Profitability Index Model (P) 

Estimating Project Cash Flows. 
* I )Wutue uditin( Illil liinl iuil"'11ol, lw , ipnhn;rnad illil valuel 
n Utilizing Not Working Capital (NVVC) iiiodels 

1"iIcorporntlng depreciation into analysos 
* 	 Calculatling. l , ct1-,- vs,,,dActual 111)(0 Of liuturll 

* 	 Methods to analyze the appropriate discount rate 

Estimating the Cost of Capital In Project Anaisls,
 
SUnderstnndin thn rol of dhlt imlhanism for tho firm
 

* 	 RIsk and tho cost of capital 

.
II~llll 	 ' 
...-Ii li ll njlp (nsi , itl! 	 . 

o 0IOIcior ,1HItlnyrSk ususiiu1tIiI IYul ,-; 
-	 Assessing "Ronsonable" na tUrn on the Invested Capital
 

Moti nig srflnIli lvil y rind b rotik- nvn n i miflysd
 

IrI 

- -	 -- S 

http:Funldrimmil.0a


lo~faiJ~valla~le~ochnlogle~to:tlie~nalyt Tobetter-!eqtp mis) 
;ik~l!i,:,: will bo to initegrat~e !infort-nation p!resented in i!''~k!]ey componenti of the workshopi 

:: ?: ili programi h'nt0 a: sofus 01of iJ lr0bl~ 1IU ss. ­ti:bii¢ -en)Is0 I'CiS'c i 
..i ' si ng{,0 mni alysis s0ftwvnre: progrmrn ,S ii]'f both sproad-1|,0,t and" flinancid 
:,-" ' lill l mmsrn wlil .,' mlid Ir..o (Imtily;. l rf ni,n m lyzrn,. 111~d n l :t..... :, : ..." 
~~~Ih.11clal y viable, proJect s Irum ( ×a)til.o; L.ixerciscs will ;I vnlii ;y of.;s .,

;bninwith simple sproadsloet aaysis a1d calclations and end with more . ,~
diflficult sonnitivity nnalynls. 

,,C P V 

.. ' ,' I A .V ,) 



P7 	 ~PUBI C/P1RlVA EiNF-RASTUTR .iUNAI'~ lHP S 

Putiluic/Prliv.-lto tm-.rnt11tllAnn.. n!0;ig (III) /\pplic;ltiou1 uIf 	 I (PI'I) I4r tIr, rshps 

IMirtchirlo Infrastru~cture Neouda with Availal Roe;ources 

Defining the PPI Project Mechanisms 
* Basic ciiaracteris tics of PPI projects
 
" l'l I: (.oiicepti ul d tochaIluIcl (Icliumixw:
 

* 	Understanding the pinyors and their interests: gjovernment, promoters, 
contractor, rind sponsors 

issups in Considering .PPI Alternaitivo-s 
* 	Diagnosing investmornt "acidltilonlity" mnd altornatlives: 

11*1 priv 

a Analyzing private vs public efficien1cy in projects
 
a Types and implication of PPI risks
 

* 	U:;.Ill P1' w;I tiz at iu i tool 

o Models for weighing the pros and cons 

Calculating Ihe Necessary Condilltim for Fensibility 
" 

;4 ; " , I L: v : " ; . / r , " ' 7 " '~ r ; " ' , ' -, ' - ' ? " > ? ' : ' - " ' '! " - : ' i ' : " ".. . " " / :' ; " : IS../: 
' 

: ::ii':: / Z Y / :. /: L ,J IY,.: -< b -:! "Y :i' .i :"/ i ii I:i .:< ::"r !L >< '::¢; ,' i :/ : * "¢:/ -:p: ib 	 ,, :- I' :i ! { I-i i* 	Special lcgislaition: private ownor:;ll) prerequisites 
' / . 

I-. t. ''i C v i; :,': : , ; < : ; : / ": ' ' . . - ! C . ,U ., ' .: : " . : :; : . ' * .: ., L ;" i , i ' t ',: x ft:¢. ¢ /: : :: : '! 
> 

-I:,.=, £ 
-... -,. -:X . :). -i . :: / x . - :: : : .• - - i ;!. !i ,:y:: .b ? : ::,- ,.,.: ". . : ,:i : HZ : !i,!: ¢? :.Determining the appropriate mix between foreign and local partner 

f.M ihiilln .,,itd cilmlll n crl:;liml mm~iknts i;' itivonlorrs 
eyIinvus tmoulit. pioot os 1at id II.* 	*lClnIIqu(IUS Of 101o01 

Identifying A,,propriatu Suctois for I'l'l projects 

!: I, .D inn h P lPrj t e ha iI .' II . . . - -..
 
" I. SectorBas~~~Risks mndr-eitcs Rosponsihllitlos,f P Effoctiva Risk Allocation ) " ;
c ~~i 	 .... 

TechnliqueIs of Evaluatling PPI Proposals 
* 	Motliodn of irtntiii mw:oliciterl lropo.,-ils 

and forms of competitive bidding by government for private 
projoct proposals. 

*.Rationale 

* Rewarding risk and initiative 
* Types of letters of intent, concessions, 1ind other PPI agreements 

flovnr-nmnft and p~rlvite? sector pro-project exj)oflser.*Limiting 

Mvonsristnn rind Nflw in tinl Adwoiti h I Ins I G ovon1meni t Il)port 
0 l'u.llltt.al '11l IIisgu(lit:,a;I lii: "ostp tist1 

Calculating pr~ldent lovels 'of govornmiont commitments: suIpplies,* 

Ihittiill uu,,itliihutiowlT 11lIO WIJIL)VUtliit 11.( 111 
* 	Formis of. rogulatorV. and fiscnl -,iipport 

http:l'u.llltt.al


________i .; i'A e~ninq requotn for protrction from r'ompotitloi__ 
U+Ial nI iC LJ itlP MIIi" . V lo 11011 (. (il;-..­

.. .IProict milsnU.'ni rP Criterin
 
0 Comipletion 'rink aEld( loe; pC) isibililtins~
 

ePerformance, and oporating risks
 
l_,,hntinltin . linfl-lornl concn....lon.• 'Calculati tariff and/or ;)rlco structures.; .
 

I lu 111(iil hil(iMf fvillhiom iillII iiloat A(If;rn:ir.";'uloilla 
Forms of risk.protectioi. 

o Availablo projrict idontificmiion n$Hi;tnn ce 

-
,a Methods of financial pairticipntion 

6 Survey of existing facilities 

ill. i Calculating and Distributing Costs and Returns: Project Financial Engineering 

Tcliniquos or Structuring a IFinancilru I'ackazue 
* Analyzing costs of PI vs, sovgruign borrowing . . .. 

* Tailoring financing to the (,Iaractristics of th project nd its 

-,U..U t,
S Dovolopinghll i v tioivt i llIifulli hllVOINGC ' to ",Llit C(,,O. 1itS 

* .. Calcula'tin:g costs of debt aid equity .-

Optimlllzing Souirco ,and FmIw; () l1-iIcu 
private andIlpulbIic seclor sourcesS....Utihzln 


9 nDo to rnmilli niI ratlos of dIllt inil "Cliity­
* Forms of limitod recourse and pure project financing 
o Maximizing existing cofinancing programs 
. Assoesshig tl10 calp ity of loczlir*iiclal markets to abisorb PPI projects 

.0 Potontial of debt-OqUity swaps in PPI . 

Mailiglig In ltltill aIld :0, uiljnl t--xc;l1.1 q;( ltlhl 

Appropriate Snquenclin of Project Fimnco.
 
. Tin g and solection of finlanClal S "u and dviodS. ....
u 1 

IV , f;i -li ,,i nIin.'? :! l~iiIill I110ilillih lltlil illilpimim illmimhll oft Pri]nnin: Ni1flllill n lls'1d 

Stu.dies 

Tocncinse of f\/riintnining) Froject Iitnogrity 
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'pacicading find Implementing Power Projects 
' 

ft 	 Demand for electricity ut developing countries 
Role of the private sector in expanding capacity

N 

Financing PPI power projects,
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Case Studios ~f PPI Projects:. 
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ADVANCED INTEREST RATE RISK MANAGEMENT 

MOTIVATIONS AND TECHNIQUES 

Overview to Interest Rate Risk Managemuent 
• Sources of risk
 
-f II1,11p' fi ll i ; It), l!l l, -.
 
• 	 Ileasorns for firms not to liedge risk 
* 	 The hedging principle 
* 	 hii't iii lWlif l(t :-jr,:; I)mttw triil tiuis c(l:il ita.;~ 	 ;ii arid o)ll itract:; 

Yield Curves and Forward Rates 
• 	 Uses of yield curves in financial rmnailgermerlt 
" 	 Imputing the zero-coupon yield curve from the observed yields on coupon­

irmriiirq Irnasriri;:; 
* 	 Calcuklir g imi plied forward rates on rie iy arid bond rmarket securities 
• 	 Theories of the term structure interest rates 

Bond Pricing, Duration & Convexity 

" flond yild:; aind lici'. 
" CoLlon1 and rm attity effects 
• 	 Interpretation and calculation of the Macaulay duration statistic 

•ill[ ti~t; lll I w :l,. l(;; il) f ,l 1 ll(k~iid(Itlim liill 	 ( 

* 	 Usiig Duration in iill rnui fizatioli strategies 
* 	Risks to pursuing gains from convexity 

THEME: INTEREST RATE FUTURES CONTRACTS 

instltutionial Characteilstics of Excliaiiije-lraded urtitures Contracts 
" Key differences between futures contracts and forward contracts 
* 	 Pay-Offs to Iuyers and sellers 
SMargil accouLits 
* 	 Daily mark-market valuation and settlement 
* 	 Settlement procedures: Delivery vs cash 
* 	 Actively traded futures contracts (Eurodollars, T-Bills arid T-Bonds) 

Futuiues IPrIcing 
* 	 Cash and Carry Arbitrage 
• lReverse Cash ;iidcl Carry Arbilrale 
" IMutures Iates & Iniiplied I:orward;Hales 

I1l111o 1111ho.;: Th Optimial Ntimiiimr if (Thltliacts to Ilodilg a Givoi Risk Exposure 
" Basis point values 
• 	 Duration-based hedge ratios 

I, 



INT'UM-FS'I' IA 'AP 
'-, 5.'-33 ,'' - PrTiling the haldgio 

Forward Rae "Agreenmnts 33 s) 

:';;H ?;:,:Swdgin p s.,e posion in FR: wit Eurodollarfurureo: 
W.Inrsot Ro Fup ppliats
 

: ; .......0i;;-..C.,-lnrosd.. ts a ays -I- M da.ef. mo .. .) l
. .. 	 Rpae isNod(Fi ..... t . IB..Forw oyad reiet s)t
 
QPr in and valuation


Intret 	rte Sapalsi , a es inF- sraet a e dolliau esdgsirg potios 

, Crowis chdasotfoliM catasl hretnth.v.rsussi-nd L- O)
 

* 	Duration of a swap. 
* .. I nOVutlu,; (eurnedvittnotlol 	 ll plitcipil ,w"in"uUI . w ;wail;, vhy "itly 

and exit options on swaps, mark-to-rarket swaps) 
* 	Afpplimilliorl inI fitmmchl manntjenwmnt 

Workshop on Swap Valuatiott 
* 	 Using zero Coupon rates to price innovative swaps luncheon for participants
 

and speakers
 

INTL-REST RATE OPTIONS CONTRACTS 

Introduction to Options 

*Pay-off diagrams for puLts & Calls 
* 	Basic strategies: portfolio insurance arid yield enhancement 
*Institutional 	 cha racteristics of options oni Eurodollar and T-Dond Futures
 

Contracts
 

Option 	Valuation 
* 	 Factors that determine the vaIlue Of an optioI1(strike price, time to oxpiratlon,
 

intirii:ilrr1 pInIlkill 11111:, ht~veIl Wo:lmm mIII ni lm'nu
t 	Ilm m ;, viulalllly. of II( 

a Arbltrage-free boundary conditions. 

*Plut-cmali-fcrwinrd parily 

.­

iinomial pricing model (lattice pricing modal)
 
BlDack-scholas pricing model and variations
 
B 



Historic and Implied Volatility 
* 	 Estimating historic volatility to price an option 
* 	 Caiculating implied volatility from premiums on traded options 

Workshop on Swaptions & Call Monetization 
Using Swaptiorns to rmnna!e tln interest rat risk inhermrit in (:nlll)lr ho ls 

INTEREST RATE CAPS, COLLARS, FLOORS AND E-O-tIG OPTIONS 

Interest Hato Collars and loors 
" Market development 
* 	 Quotation & valuation 
• 	Caps and floors as series of put and call options on a hypothetical debt 

security
 
* 	 Collars asi :o iihiintim is of calis: atI flors 
* 	 Cal)-flour-swa p palIty 
• 	 Implications of parity for valuation and credit risk analysis 
• 	Trani-of fs ho twomi cnip, collars and swaps in lidr ing interest rate risk 

EX0Fe-I, OPTIONS 

* 	 Avun lliipilct , oji AnkItii, 0lth1015 

• 	Barrier or one-touch options 
• 	Look-hack options
* 	 A Ilkh: lthl klitv:l; InIii Iiiii ilul ,l~ii 

Workshop on Participating Agreements 
• 	Using combinations of caps and swaps to "financially engineer" an innovative 

contract to share interest rate risk 

CASE APPLICATIONS USING FUTUI1ES & OPTIONS ON INTEREST RATE SWAPS 

Rcnci.nt and sner Applications in tl Ciirrrnt Fnvironment 

Analyzing Mortgage Prepayment Risk 

111M
 

http:Rcnci.nt


Determining the effect on value of increased market share, higher 
operatilu illarili;, better as.set ultillzation), or alternative Capital ,;tru(;ttJre 

Business Plannin.q and Restructurinq: Analyzinq Value in the State-Owned 

VALUATION OF STATE OWNED ASSETS 

Techniques of Financial Valuation for State-Owned Assets: Determining the 

Appropriate Financial Value 

Standardizing Accounting and Financial Ileporting Systeiis 
* 	 Developing an accurate asset and liability picture 
* 	 Creating arid analyzing an incomip staterment 

* 	 Determining accurate cash flow operations: current and projected cash 

flow needs 

Discounted Cash Flow Model: Developing a Framework for Financial Analysis 

* 	 Desigining Ihe components of thre discounted cash flow model 
* 	 Aimlyzliic (:aq;Ih li flov , a ;i lit; (m)wimIl a;et 

* 	 Techniques to analyze the appiopriate discount rate 
* 	 Determining the lengith of the cash flow forecast 
• 	 Determining the financial value of a conmpany's operations, debt, and 

equity holdings 

The Asset Valuation Model: Examining Value Within the State-Owned Asset 
* 	 Measuring book value and adjusted book value of the asset 

D Iili lidnI cma a for "rriick saln.''Ilnid0111)( oll v;ih,: ing Ie;ictlrirark 
privatization tranlsactions 
Replacement value strategies and the impact within' the industry 

The Earnings Valuation Model 
* Methods of capitalizing earnings 
" Determrlnlng lhistorical earniings: a uuide for future corilpaiy performanco 
* 	 Forecasting future earnings under present ownership 
* 	 Forecastingj htittire earnings tinder rmw ownership 
• 	 Procedures to establish a i)rice-earilngs m ltiple 

Spriciol Topics ini Vilii n g Stain -Ow inc.I Assets 
• 	 ValuatluMI Of vilet goin1g CouOellils v; lon -viale guoliug li ; 

* 	 Valuation methods and techniques for public offerirgs on a securities 

exchange 
* 	 Managing and working with external valuation advisors 

* 	 Valuation methods in the performance of u-mergiiig markets 



Creating and analyzing forecast assumptions and scenarios for the firm 
n.icl h €dwl;t'y ns n wl(vluhi 

* Estimating and evaluating the cost of capital and cost of eqLuity 
* Estimating and analyzing earning and dividend-paying capacity 

M (In iv I ~ 1 1l pl e ; i l l I I(m illVSII I I q .111d 
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RHUDO/New Dcllii 

REGIQONAI TRAINING, NETWORIlNG AND INFOnMATION EXCHANGE: 
Si'-ATEGIES. AND ACTIVlTIL-S 

Tho trriliiiig comnponent. of RHUIDO/Now Delhi's regional port foiio was first detailed 
in its 1988 T rainlhg Strategy commissioned whecn there \ as one* Ri-UDO located ill 
Bangkok that served all Countries in A~ia,' That strategy set forth three major goals: 

i l :; dovolpnimid in 


agencies In sectors of importance to the RHUDO; and (3) capacity building of key
 

training institutions in the region. The 1992 evaluation of RHUDO's training portfolio
 
(covering 1988-91), the first draft of which has been received by the RHUDO,
 

generally validated the strategy and activities undertakenby RHUDO to date.
 

(1) 	 i 1.10011,1jnIljit} i( (2) :;kil of stlaff key 

RHUDO/New Delhi's regional training emphasizes networking, and policy dialogue, the
 

development of relevant regional academic and training'programs, and links between
 

U.S. training institutions and counterpart organizations in the region; 'its country­

specific training emphasizes skill develolm-lent of key counterparts in implementing
 
mcflnts as vell as assisnce of relevant hi-country training and research instittutes
 

o i.IiI ii""".....vv oII I dI, iui, m,,l......iiu iii cuu +:II, n l , 	 I" /" ' : 

List of Regional Training Activities 	 . .. . ,. 

The activities fall Into the categories noted below. Descriptions of accomplishments
 
to date, current status and planned work follows the listing.
 

Regibrial Netwvorks 

* 	 Policymnakers. I 

*: ,Urban 	 .Environment 
. * lskstor Managumutt. 

H-ousing Finance Coalition 
* 	 UNDP/JJNCHS/iDRD 

informal Sector - - Land/Sheiler 

.. :Informiation', 	 *-+,"'/ Exchange I ; : " " : ; " : 

* 	 Occasional aor/ais
 
AIT/ADPC Publications
 ...4..
..... ..... 

'.Regional Training 

floglontil Semintirs 
;L";!.I 

4- ,--- +- 4! 
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1 Training Institute Development 

Other Related Topics 

: US Training and Study Tours 

llliouinl Networks, 

RHUDO/New Delhi maintains relationships with several networks In the region: 
Policymakeirs; Urban Environment; Dis-ster Mitigation; Housing. Finance; 
UNDP/UNCHS/IBRD and with NGOs working with the informal sector on shelter and 
land issues. With the establishment of RHUDO/New -Delhi, these activities are 
oxpocted to continue, altlioughi with a lirgeily South Asiaon audiences. This soction 
describes the base of regional networks and recent accomplishments of each from, 
which RHUDO/New Delhi will build, 

RHUDO's Policymakers Network was formally established :at the first regional 
policymakers' seminar ,in Bangkok In September 1988. Pollc'y and planning seminars 
with this group (14-25 members rellresentlng 'll areas of shelter and urban 
development across the region) took place through 1991. Sinceprograms in thel il l 11I1il lc I I m 1 1 d IIIviVlhll, I. -il lilitw iol i .11v o i II(III Iiqwlli, III( iiUll )I ,l lil 1; oi 

seen to be less valuable as a means of communication among members, However, 
RHUDO is regularly in touch with the group and relates to members on a mo,resjiIbject

lhi liiillllii, ii li11dl ' ' ll
• ;llili I il l li IIvhi:11l .1lil :;111i1l1 1i1millp, T h illllpl .;w ] ' 

connected. and allows us ready access to policymakers In countries throughout tile 
region. Several members have also been called upon to serve as consultants in other 
countries throughout the region. 

Information Exchange 

RHUDO/Bangkok provides Information throughout the region through a number of 
v hiclps: its own newsletter, Asia Perspective, which lhns ,a circulation of 

l iiiitoly Ol(i iiiioi twO e lwd:,ilii iipp '/00, I's1h v lull." lii I U92 0d10ui0h ; VVuJIr A II)
"Access" and "Decentralization: Improving Urban Management In Asia." The next 
edition will be published In mid-1993 on "The Role of Municipal Finance in Capital 
iMhu Ict Dovolopmtint." 

:
Regional Training ''I 

On a regional basis, RHUDO offers seminars and nssists trailning institutions develop) 
IItvv Iliil :; of :10idy Int imhd: m l ii 1 i i; :i4ii0ltoi111d tIihoniII tcimii o l ii hi' :t , -' 
development. The major 1992 activities, as well as proposed events for 1993-1994, 

.are, listed below., ~ . ~ . ' j 

Training Institution Development 

X;J'> 42t !4;'' -,-' 



At the regional level , RHUDO is working with the Asian Institute of Technology in two. 
critical -areas described b low: Disster Mltigation and Urban Environmental 
Management. National training and research Institutional development is also taking 
place in several countries throughout Asia with AID support. Examples are described 
III countr'y ropoI,1)t!s. IIlUDO/LDinkok expect!; to contin It!;!L., Ofo key regional 
and national Institutions In order to sustain tle impact of its training and technical 

!I: tlosUrbatn onmen. 

Urban 	Environmental Management . . 

In 1992 RHUDO and AlT began to work collaborativelywith the Asian Institute of 
Technology (AIT) in the planning of an Urban Environmental Management Program 
(URMIi) to be developrment at All' a"alnd I tulu d to s;ervej Stuidiits anld iStitutiOlIS 

throughout the region. 

Training P erspective for Ini a 

Training now supports the Housing Guaranty Loan Program in India, which has as its 
goal promoting the development of a financially sound, self-sustaining, housing 
finance system which makes long term lctins available-to a wide range of househo'dlds, 
particularly those:belowithe median income. In the near future it will support private

:11111. 11.;lil~ lI il!1!!1 	 lllllh fi (1111vlvm il l)l f'h li!!~ i::" :::)1'mil I)II11 'Im~l l}:y i ll) y ()f 

under 	a new Housing Guaranty Progr n. . 

In analyzing technical assistance and training needs, there are a number of principles 

to keep in mind: 

. .The framework should address both structural and content areas. 

* 	 The framework should include in its target audience all of the actors which play
 
-I role,
 

* 	 Training and technical assistance should be developed in conformity with the
 
national policy of decentralization.
 

Training and technical assistance shouid be demand driven.and responsive to 
the Job needs of financial engineering firms, local government managers and 
staff and the other relevant participants. Thi' requires different training and 
ulo lmic-rl 	 Irp(ntud1nclvillo.nW" III h idilwos.dIif!lorW t 

* Because infrastructure development must bean intergd\vernmental netkn 
and Involve governmental and non-govrnnentalcoilributors, uneraing
 

===activities should be addressed to functional "teams" participants who must
 

A, '' 'A7 	 #'7'. 

-	 77 ~ . 77PA;.~A 7-477777 - D:--7-'" {i:i:4' 7{4, :g:¢'-rL >\ /7 ¢ :77 ". :. :' . { 5 7 7 



V 
collaborato In tio businrss of planning, installing and managing urban facilities 

and services. 
technicalLocal governments should pay for a large part of the training and 

assistance costs aid, th refore, should have optional sUlJ)lli(ers of these 

services (including the private sector); payment may need to be built into this 

.. iit. inil bu l m;uvvry :;s hloI 11wiiilva:l, :():;1 ,1esf old be 

S 	 Training and technical assistance services should be developed in tandem and 

artificial ditinctlons between the two-should be eleiminated. There are two 

important aspects of this principle. First, there should be permanent domestic 

sources of technical assistance available "on call" to the. local and other 

[ov.rni.lont nmnnf!ors rind satff whO n,00d the iI. lntprinittont, and externally 
the primary source of technical assistance.funded, projects should not be 

Second, when technical assistance is provided through projects (funded 
extormilly 'or d(omiio l(tall)i iis I : i iito rnited vit 1 trnirning i I ti"i projicts 

and it should contribute to the institutionalization of regularly-needed training 
the activities ofin the 	fields concerned. It, therefore, should be linked with 

existing training institutions. 

* Institutions and individuals should be called on to fulfill roles in the training and 

rathe.r. than. organizational mandate. 

of 	 y:I1'lllu dUvUlul) IIluii (0 l11ll ltJ l iIui:|l il iviliIl .iii;uiII i IE 

consciously "dynamic", especially at the outset, since it is' not clear whilch 

approaches will work best. Furthermore, different approaches may work better 

in different regions so that flexible system designs are preferable to a uniform 

standard. 

The schedule through which the training and technical assistance strategy is' -

Implemented should reflect priorities'of the target groups for the training. 

Target Groups for Training for the Urban Infrastructure Development HG 

Target groups In this program include the following: financial lntemnadiary 
Implementing organization(s); local governmenft authbritles; private sector Institutions; 

the Ministry of Urban Development and its resource Institutions (HUDCO, NIUA, for 

example);"selected'state and national government agencies. 

Trlnn Modalities 

o 
Several modes of training will be.supported under this project noted in the chart that 

some will be held 

'I ztilil 	i tl h ie(olivoroInhi ,mly forinu atn idwih ninny. diffr ont levols of intonsity. 

follows. Although most of the training wil take place -in India, 

abroad.
 



. .	 .. ..*>.	 . .... . . ..,•. . 

may be funded through this
Conferences, either held within the country or abroad, 

can be developed, tested and progrnm. In addition, Courses (long and shdrt term) 
funded. NETWORKS of Individuals and Instituti0ns can bl fnded, in that:naterials 

can be purchased and costs associated with convening(hardware and software) 
ntwork enfl )e fundod. STUDY TOURS spocially designed to Supportt1l)Oi; (if th 

program goals and objectives as well as OJ'IT arrangemnnts and exchanges like 

TWINNING and STAFF EXCHANGES. Training for INSTITUTION BUILDING may also 

ltitutlcf i: ondilIot (Iovoop new orfgnniz.n timrs tihat Viil Im1etItako I)IIIc~ - will) : i si l 
program goals and objectives. 

T'raining lot, the Fiaca Intermadiary 

ssistance will be given to the financial Interrrediary and similarTraiinmg and technical 
mandate as tle

institutions to ensure that this key Institution is able tojfulfill its 
techniques andimplementing agency and to develop the appropriate ,financial 

. is triiiiornts. TroItilit-;ipport Include-s 010 .followin g: 

MARTA TO LIST 

' MARTA TO FILL OUT: 
.... InI lo~gfr Lucidl Aulillm timiil l lvlilto Smcl:Iim llnstllltII0011 

The project will provide technical assistance and training to local authorit!ep and
* 

pmIva lo (lto,,,,,, uItlmi. , 13, ;.mm ti,,,, ti141y . 11)1, to . . 1 tvolo,. ,,t to ,,ll,,i,,l 
commercially viable urban environmental infrastructure projects forflhiancing by tle 

Financial intermediary(los) 

Training support will include the following: 

Ao 	 specific In-country strategy workshops on key tops, to report on results of 

and to raise Issues for additional analysis and resoiution of Issues. Every useful 

opIwor mily to) builld n trainiii ovent from TA ;!:pririencn should ho taken, and 
the training materials should be developed and contributed to thu NIUA ad 
HUDGO libraries. 

0 A core curriculum that Incorporates the rsultos of 	 rA and Training in this area 

1in this subject area on a 
on a systematic basis and planned workshops 

this subject area should benefitsystematic basis and planned workshops in 

from advances In training design and materials. 

g proces- luool ml IIIwiIlvlto........-3ootor01 1.tutItio toitil
I 11omiialu lIrl u l: 
"successful practices" can be docui -d and so that poor learning can be 

facilitated. OJT between municipalitit might be useful, 

Support of selected Individuals to regcnallong and short term training. 0 



RI IUDO/New DlWi 

- "UA I N(3 AII) I,1'7011M A'IN I3.-XCI IANGE: 
IHEGIUNAL '1I AININ-, NI"I' M
 

STRATEGIES AND ACTIVITIES
 

lio h Ih:-;I dIolnih:uIlsllilV ss:tlhss; l vv:; 
'lhe trahnlsig COIMI)OMI5tlJs of IOI IUIJU/I'h1'i 

one RI-IUDO located In 
in its 1988 Training Strategy commirissionied when there was 

set forth three major goals:
Ili'. thatrnrvnI ;ll c:nmisitrim; ill Asia. Tha1t strategyIll kok i lt Of ,;taffllIr1 -'y

natiunal i)olici'5;; (2) !killls
(1) adoption of appropriate 

agencies in sectors of importance to the RIIUDO; and (3) capacity building of key 

of Il trniningfportfolioalinl r ItJDO'nw rlil. "I1m 1992 uvitrainin ln,;ltutludown. iliOw 
wlhicl Izas been received by ti e IIIIUDO, 

(covering 1988-91), tie first draft of 
to date. 

generally validated tihe r;traitogIy alld activities oridertaken by RIIUDO 

RIHUDO/New Deliii's regional training emphasizes networking, arid policy dialogue, tile 

development of relevant regional academic and training prograriTs, and links between 

the regilon; its country-
U.S. trainillg Institutic. s anid co[unterpart 0,( 1 1i7.tiors in 

specific training emphasizes skill development of key counterparts in implementing 

well as assi -tarnce of relevarnt in-country training and research institutes 
ages ide s as 


W; I)olicy (Idlilk)(ss .
Ii slp cific c0u t0ll.; a; well 

li.It of 	lhiiiossal Traiing Activities 

Descriptions of accomplisl illiits 
The activities fall into the categories noted below. 


stattis an(I planned work follows the listing.

to date, current 

Reciional Networks 

* 	 Policymakers
 
t r hl;is,;trf~siiMill i ll l;
 

* 	 I-Ior.si,(Il Firalsce Coalitiori 

* 	 UNDP/UNCIIS/IBRD 
* 	 Informal Sector - Land/Shelter 

Informatlomi Exchange 

• 	 I mlsiil 'Jnw.ws !:I!(: 

* 	 O '(..);.;hlnO s I'" ls,' Il:;I I 

* 	 AIT/ADPC Publications 

Regional Training 

, 	 Regional Sesminars 



MOUD,Its Resource Istitution, and Selected Central/State Government Organizations 

Training and Technical Assistance will be given to the MOUD, its resource institutions, 
ds well as ()tlher Central and State G(wei unmmital Ag:ncies, to ensure that tie prope,,r 
environment and requisite policies exist to develop the debt market and the urban 
environmental infrastructure component of this project. Examples of training follow: 

o 	 Policy Workshops, conducted in India, in the region and in the U.S. to raise the 
awarenens of current resenarch and experience in all aspects of this program. 
Building training along with TA with docurmentation given to NIUA aid I-IUDCO. 

o 	 Tech nical workslhops, in India arid in tie regi,)n, on all critical topics. 

brainsupport of selected individuals to regional long and short term 

iI
 



A NOTE ON TRAINING NEEDED BY IIUDCO 

I IUDCO rmmle a prese(ntntinn to NB anI Mem Mel iia irticulnted training needs of tile 

more effectively in ti us new activity.organization in order to enable it to participate 

TRIAINING AIEAS: 

Plnrning and Project Formtlntion 

City Level Strategic Planning (finance and operations planning)o 

o 	 Project Formulation and Appraisal for Service Groups Like Water and 

Sanitation, Roads and Bridges, Land development, Transpoqtation 

systems, etc. 

o 	 Environmental Impact Assessment 

o Computer Based Appraisal Systems
 

U Ueriuuud Assiussinu't (WilliIItIw:u'; l Iay Ltu(llue;)
 

Management and Institutional Arrangements 

0 Existing Institutional Arrangements 

o 	 Public Private Participation and Regulatory Mechanism 

o 	 Contractilg, [00 - HOT 

o 	 Leak Detection and Prevention Strategies 

o 	 Computer Based Monitoring Systems 

Infrastructure Finance 

o 	 Resource Molbilization Options 

o 	 Now Instruments for Resource Mobilization 

o 	 Municipal Finance and management 

o 	 I'rlclug and Cost Itecovui y 



Nature of Training Requiremerts: 

Exposure to Emerging Issues Related to 

ill Vi;bihlityCoii luki, 

o New Debt Instruments 

o Efficiency PIic-ing, Etc.
 

.)ututllud Uinduistamdlliy of Now I'utuitlal li1c;lt,11wts
 

o Municipal Bonds 

o BOO/BOT or Concession 

o Municip;l Strategic lPIZa1rlill u 

Skill Development In 

o Project Appraisal 

o Firanicial Analysis 

0 Corn)i Iner IInsed Tools for PInla ii i.) adld Appraisal 

o Contracting 

A Note on Environmental Training Provided Through US-AEP arid USEPA 

The US-ASIAN Environmental Program has a range of training programs available to 

Indian colleagues which relate to many important aspects of this new FIG program. 

The U.S. Environmental Training Institute offers a set of regularly scheduled programs 

each year in the U.S. aid Asia as well as being able to design special courses if 

needed in developing countries. In addition, the ' U.S. Enviror1imen tal Protection 

Agency h.as a roster of U.S. experts nuriberirl more than 1000 who are aailable to 

conduct training and technical assis;tance planners for this project. The optimurn use 

of this resource would be to combine two or three EPA consultants with at a more 

experienced International conisultant. 
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Request for Specific Training Assistance.submitted ray IL --

Note oil tile lrailing [e(iuireIents for-A6LLLf 

I. IIItr (lc:t l
 

that itistle only financial institution
 1 IL&FS is a1ulique organizatiol ill 
,'lIIgi: f1cimv!; onl tim cIlllilliwCI'illi;lothIl of 11i,

hi Indiah to liav. I n1 
In so far

infrastructure sector, capital markets and structured finance. 

as recent developments have l)rought the capital markets 
to the conter 

l 1viden1tthat IL&FS would like to be
 stage of tie linalcial SyStOrn, it i: 


able to furthor build upon Its I:xistirly illrclal ald teclllical strengths.
 

framework for the implementation of
2. 	 IL&FS has developed tile legal 

IL&FS thus also requires to provide a framework
Infrastructure projects. 

to enable these entities to
for tile dissenrrirration of remlrisite skill; so as 

operate eventually 	as independent agencies.
 

tihe openlilg upLOf Li Iridiaii 	 :colluilly, ItI;uVihl0Ilt that tIl,.; Is 
3. 	 W itll 

for IL&FS to provide greater International exposure t its 
also a need 

l l , 	 PIodi w t 5" iii, orepin' : licos ; ii 1 l T,
'.tll{ol Ial;ll;l lT!lll lll of y'Y;vl' -

NIC's witlh a view 	to aipl lulriatuly
advanced counties as wll wa; witlh 


accessing resources and/or structuring projects.
 

for each of tle above are detailed above.
4. Training requirements 



marta2 

Technical Skills 

il ilthlfl itifrnstr:t c irr'! projects it is critical tl t project costs are 
l(:sIil the tiglLtust tire-trarmes 

In (,lil ,imicially llii 
Optimized and that iroipllellielltatlori sclI 	 a101 trtlllcate( 

within tihe country, domestic Institutionspossible. Given the h istorical funding patterr
dollioit llzv ,,tille lv(:(ti:;it('- c:.1lialilities: ill ti!-: 	 ~; lr . 

on building bothTlhus, from a technical point of view, IL&FS would require to focus 
r aioicl:., tli li ;lppli lrite plrograolls, tllewithlln Its or giallizatlul nd I Ill 

following areas: 

- Design 

- Coistruction practices 
- Project Manaemnent Systems 

illtfi;tIUcI e sub-sectors, such as roads,"'echnology O)tiorls Illspecilic 

bridges, rails, serviced land 
Bid evaluation tecIni(lues, etc. 

Comrumnrcializatiol of Infastructure Projects 

a new concept illIndia. There isCormercializationl of irifrastructure projects is 

-;tich ; ll.&FS, to0 rnpidly qln 0xp0,3Ijrfljto
Cw()li(lilily .1 linedl tonltitiour;, 

ll ti s a ua illa relore tor iral Mniellr tlhat)'l; tileInter imtial lnr tices arlls ystei 


case presently.
 

Such exposures would need to be oriented, 	inter-alia, towards: 

l

SlPublic/IP ivate llilasticuctuir (1'1'1) larlt1 rslriIs/CoUlcessoi l ai l a ell i rints 

- Risk sharing arrangements
 
- Alto:ri tiwe i;i:ove y iii(:Iilir ll!iii
ve 

- Pricing strategies
 
Toll collection sysleiuis
 
Maintenance arid operation franch ises
 

Organizational and Safety Aspects, etc.
 

Inl tius cUltext, it tlhus aIso becoriUes iiece;ssay for IL&FS to visit oli0i COol itries, bothi
 

absorbing the experience of similar agencies in
developed and NICs, with a view to 


)tij(ucts ir l)le:uieltcd( irulelr a cor ii mrcial for rat.
 

Feasibility Skills 

With Infrastructure projects hitherto funded through budgetary allocations, domestic
 
IL&FS
cnpnbllity to undortake feasibility studies under a commercial format is limited. 

' 



is developing the requisite expertise in this area and would benefit from training inputs 

especially InI thu foIlowirlu abias: 

Environmental impact nssessrnent 

Legal stOuctures 

riminc:inl En(liierirrq 

- Focus henre would he oil tlIe creatiorn of debt. instrurnenITs for financing 

lml nirmt:trrr o Ij cts -in on (i e lh i(h i !;e:loIld ry miarket for (e)t 

- Exposure to initernatioral syndication systerms an( practices and approaching 

Iim, oVe l:;a. 1; I ii nn ;ket!ol l;l noiuiu i i of ififla!;trlit llre project!;t (I[ Ip; 

- Project arnd financial risk minigeurnt 

- PrIvatizatiorl 

Develo)mrltal Perspective 

II.&FS is Ipursuin a set(;or approach to the commercializntion of infrastructure 

Ilntim; tilre lilii l r- h:I if I jer , II I; il ijlull lltlilllit l liIVig blrv llli ()j;ct , 
iII each of their respective sub-sectors.structured as replicaI)le prototypes 

ii.PFFS prpimns to (levelni) progrrnils to disSeMirlnte its expertise to ,pther 

areicll e i I!; nillis:;titotloiti'illw iildovv ii i .;irelgard.ls ti il sctol aid ;i(;t 



RI-IUDO/Now Delhi 

WIUNAL "i'1AlNlNG, N'I WOlIIN(; AN!) INI-ORMATION EXCI lANGE: 

STRATEGIES AND AC'TIVITIES 

"1he trahifg Ol'.l)UIIU t o III IUUU/l4vV 1)filll':: i l;l l I ullh vg:,s firs; don;,ih,d 

one RHUDO located in 
in Its 1988 Training Strategy commissioned when there was 


rBangkok that served all countries in Asia. That strategy set forth three major goals:
 
Iln
policies; (2)-skill developnent of staff key 

(1) adoption of appropriate national 

agencies in sectors of importance to the RHUDO; and (3) capacity building of key 

Tlhe '1992 evaluation of RHUDO's training portfolio 
irallhl In.i;Lltutiolns Ill tih relqioli. 

of which has been reccived by tile I-UDO, 
(covering 1988-91), the first draft 

to date. 
generally validated the stratejy and activities undertaken by RIIJDO 

RHUDO/New Delhi's regional training emphasizes networking, and policy dialogue, tle 

development of relevant regional academic and training programs, and links between 

U.S. training institutions and counterpart organizations in the region; its country­

specific training emphasizes skill development of key counterparts in implementing 

as assistance of relevant inl-Country training and research institutes 
.I(e)('i( ; as'well 

as well as policy dialogJl('.in speciic countrieS 

.l't of 	11,'ulotial "Tthllztl A :tlvitin; 

Descriptions of accomplislirnleIts
The activities fall into the categories noted below. 

to date, current status and planlled wok follows the listing. 

Regional Networks 

* 	 Policymakers
• 	 tlIihan Evironlni, lil 

• 	 Disaster Management
 
Housing Finance Coalition
* 

* 	 UNDP/UNCIAS/IBRD 
* 	 Informal Sector - Land/Shelter 

Information Exchange 

* 	 Rev!ionl Newslellfr 

* 	 Occasional P'apers/ I alks 

* 	 AIT/ADPC Publications 

Regional Training 

* 	 Regional SetTailnars 



* Training Institute Development 

Other Related Topics 

* US Training and Study Tours 
* 1!))2 l'V11lrtlu11 f IIILJl() "rl ilnihg Apprmch 

Regional Networks 

RHUDO/New Delhi maintains relationships with several networks in the region: 
Mitigation; Housing Finance;

Policymakers; Urban Environment; Disaster 
anLd with NGOs working with the informal sector onl shelter and

UNDI/UNCI-IS/1ID 
Delhi, these activities are

land Issues. With the establishment of RHUDO/New 

- largefly South Asian audiences. This section
 

nxp .ctnd to contirille, although with 

r c.leit accor r pll:ltIlinirts of uac Irtor


describes tihe base of wgioal iiotwoiks anid 

which RHUDO/New Delhi will build. 

Network was formally established at the first regional
RHUDO's Policymakers 


Pollcy and planning seminars
 
policymakers' seminar, In Bangkok inSeptember 1988. 

with this group (14-25 members representing all areas of shelter and urban
 

1l.ce through 1991. Since programs in the

development across the region) took 


l iavo qrmiwi ;til heco(min 11ror; diversifie.d, however, tlir general seminars were
 
r lgimi 

seen to be less valuable as a moanS Of CoInLIICaton0 a11on1(i r1i(1n1bers. I lowever,
 

RHUDO is regularly in touch with the group and relates to members on a more sLqbject 

and 1trouip Tih fgrout)i,' well
SI ( rtr-rinrn tlitrouIli Irlivlulil rnl rimll meetings.-lfl: r, 

ready access to pulicyrtakers In countries tlhrouglhout tile
connected and allows us 

Several members have also been called upon to serve as consultants in other
region. 

countries thrroughout the region.
 

Information Exchange 

number of
RHUDO/Bangkok provides information throughout the region through a 


vehicles: its own newsletter, Asia Perspective, which has a circulation of
 
wern, pulllislhrd:LUl)iloxIlILtuly "l00,".;urie 1u1aj01 vulrlclu, lii 1 992 tw() edIillis 

in Asia." The next
"Access" and "Decentralization: Improving Urban Management 


"The Role of Municipal Finance In Capital

edition will be published In rnid-1993 onl 


Market Development."
 

Iegional Training 

regional basis, RHUDO offers seminars and assists training institutions develop
On a 

new fields of study that respond to training need:; Ilntle aras of shelter and urbanrl
 

development. The major 1992 activities, as well as proposed events for 1993-1994,
 

era listed below.
 

Training Institution Development 

u 0 



At the regional level, RHUDO Is working with 	the Asian Institute of Technology in two 
Mitigation and Urban Environmental

critical areas 	 described below: Disaster 

National training and research institutional development is also taking
Management. 

Examples are described
place in several countries throughout Asia with AID support. 

to corlinhi. Its sUI)l)ott of kruy rloJlull. 
IIIcounltry ICIlorts. III IUUO/Uangkuk expect; 

training and technical
and national Institut',ons in order to sustain tile impact of Its 

;;nia en o rls. 

Urban Environmental Maragemleat 

In 1992 RHUDO and AIT began to work collaboratively with the Asian Institute of 

an Urban Environmental Management Program
Technology (AIT) in the planning of 

AIT and iril endml to serve students and institutions
(UIMP) to be deveiol)ropent at 

throughout the region. 

"rairndig Purspl 	 ctliv for India 

as its
Training now supports the I-lousing Guaranty Loan P'rogram in Indi-, which has 

goal promoting the development of a fiinarcially sound, self-sustaining, housing 

finance system which makes long term Vdans available to a wide range of households, 

InIthe near future it will support private
particularly those below the median income. 

l(livfry of rlana infrastructnire,irat;t o() Illaia:l;'lI'; :;it:,iiilal' ?;y:;ir:ira:; for IlulhilmrdI 
under a new Housing Guaranty Program. 

l(Iry ( ldllat;1I'lici:llh s;i 

number of principles
In analyzing teclal ical assistaace aind traiail ag needs, there are a 


to keel) Inmind:
 

structural and content areas.Tho fralmework should address botla 

The framework should include in its target audience all of the actors which play 

,'Iro. 

con formity with the"[raiiing anHd technaiical assi.stance sIaould be developed in 


national policy of decentralization.
 

Training and technical assistance should be demand driven anid responsive to 

firms, local government managers and
tila lot) aec;(is of fiilaincial enigineerin ! 

staff and the other relevant participants. This requires different training and 

to the different audiences.technical assistance activities targeted 

Because Infrastructure development must be an Intergovornrmental undertaking 
training.aind Involve goverriniental and nori .vernmental contributors, some 

ft ,.tlioal "tearras" of partlclpnrits who mustactivities should be addressed to 

I/
 



collaborate In the business of planning, installing and managing urban facilities 

and services, 

large part of the training and technical
*Local governments should pay for a 

anid, tiieo -owo , should Ihavo optiolil supplils ofr tll ;e
assistance costs 

to be built into this 
services (including the private sector); payment may need 


on n lr-adual mbsls, h t hill cont recovmry slhoucl ho a goal.
 

Training and technical assistance services should bp developed in tandem and 

two should be elelminated. There are two
artifli:al distinctilons between the 

Important aspects of this principle. First, there should be )ernmanent domestic 
local and other 

sources of technical assistance available "on call" to the 
Intermittent, and externallygovurnrent n'aznagers and staff who riced them. 

source of technical assistance.
funded, projects should riot be the primary 

projects (funded
Second. when technical assistance is provided throLIgl 

In tie projects
extol Illy or dunro tlc.ally) It ;dhould I1 itrtr!lnted with trainin! 
and it should contribute to the institutionalization of regularly-needed training 

should be linked with the activities of
in the fields concerned. It, therefore, 


existing training Institutions.
 

Institutions and individuals should be called on to fulfill roles in the training -nd 

l on thir comIpovei ce and capability
tuchlllual rs,:lI';lncndl llvfi y ;y:tIn l,;t 


rather than organizational mandate.
 

S lm 1ur1liii Imet lic.nl .1il l;ItIIC1sytun11or~ ho
(rh1vidplrlruiItl ll 

notconsciously "dynamic", especially at the outset, since it is clear v\icli 

approaches will work best. Furthermore, different approaches may work better 

designs are preferable to a uniform
in different regions so that flexible system 


standard.
 

the training and technical assistance strategy Is
The schedule through which 


implemented should reflect priorities of the target groups for the training.
 

Target Groups for Training for the Urban Iufrasructure Develupmeiit ilIG 

Target groups in this program include the following: financial Intermediary 

implementing organization(s); local government authorities; private sector institutions; 
for. 

the Ministry of Urban Development and its resource Institutions (HUDCO, NIUA, 

arid national government agencies.example); selected state 

Training Modalities 

Training can be delivered in many forms and with many different levels of intensity. 

Several modes of training will be supported under this project noted in the chart that 

follows. Although most of the tralnlig will take place in I idia, some will be held 

abroad.
 

I/, 



to al/State GovnrI/ tStIt OrgnvIzatlo0IsMVIOUD, Its ItosofIcU uI tlttiltli, IaI SIh :tISl (T: 

its resource Institutions,Training! and Technical Assistance will be given to the MOUD, 

as well ;; other Cotmilal mAdSt Govettiwvievitnl Age:cies, to wisure that tie proper 

develop the debt market and tile urbanenvironment and requisite policies exist to 
Examples of training follow:environmental infrastructure component of this project. 

to raise theo 	 Policy Workshops, conducted in India, in the region and in the U.S. 

nwnrpnoss of current res.-nrrh and experience in allnaspects of this program. 

Building training along with TA witll docunienniatloni given to NIUA alid I IUDCO. 

o 	 Tcehnical wor kslllops, in Indin arnI in IIlmi reqlion, on all critical topics. 

brainsLIplor t of selected inidividuLIals to wugiun nil Ion g arid slhort terry 

ii) 



A NOTE ON TRAINING NEEDED BY IIUDCO 

HUDCO made a presentation to NO and Meera Melita articulated training needs of the 
effectively in this new activity.organization in order to enable it to participate more 

TRAINING AREAS: 

ilanning and Project Formulation 

r) City I itvol lOtnn;Ih (fin, ci ;n d ol)orntiown plkiniiing[)Pinritil c 

o Project Formulation and Appraisal for Service Groups Like Water and 
Sa itation, Ilocd;s anld [3ri(lq";, L.an l dleveloplment, rransportation 
systems, etc. 

o Environmental Impact Assessm ent 

o Computer Based Appraisal Systems 

o Demrvanid Assrssrivenlt (Williiness to Pay Studies) 

MzI Ittllt in anl In ,; iittit ioti l Atrait g~tno1 tt:; 

o Existing Institutional Arranye(;i n ts 

o Public Private Participation and lccgulatory Mechanism 

o Contracting, 1300 - Be0 

o Leak Detection and Prevention Strategies 

o Computer Based Monitoring Systems
 

Infrastructure Finance
 

o Resource Mobilization Options
 

O Now Insollriiintsf for Resource Mohili mmuii
 

o Municipal Finance and management 

o PrIcing and Cost locovory 



Nature of Training Requirements: 

Expu,;tr o to Emerging Issis el-Iatecd to 

o Commercial Viability 

o New Debt Instruments 

o Ellicleuicy l'~l~i(J, 1:tc;. 

Detailed Understandilng of New Potential Instrumients 

o Municipal Bonds 

o 3OO/13OT or Coicmessioii 

o Min icipal Strntegic Plairmi 

Skill Development in 

o 	 Project Appraisal
 

S 10-h d A 0im !
u nm:ih ly ',fl 

for 	Planning and AppraisalO Computer Based Tools 

o Contracting 

A Note on Environmental Training Provided Through US-AEP and USEPA 

of training programs availablu toThe US-ASIAN Environrmelltal Program hIas a tamy(e 

new HG program.
to 	ninny important aspects of this 

Indian colleagues wh ich relate 
Iistitute uf fers a set of regularly sclhedtled programs 

im.U.S. Envlronrflen tal r air iiig 
design special courses If 

as well as being able to 
ea1dlc ynar In tine U.S. and Asia 

addition, tie U.S. Environmental Protection 
developig countries. Inneeded in available to 

experts numbeilhug more than 1000 who are 
Agency has a roster of U.S. 	

The optiTIum use 
conduct training and technical assistance planners for this project. 

e EPA consniltnuits with at a more 
(if 	t1s 1-m,, Oii:w lI I 1(dcIm i iO two ()r 1lr 

experienced International consultant. 


