Road Safety Bill may not Introduce in Winter Session

The Road Safety and Management Board Bill may not be introduced in the winter session of the Parliament, as the necessary amendments suggested by the Standing Committee on Transport are yet to be incorporated. Road Safety and Management Board Bill, which aims to facilitate setting up an independent body to put in place safety provisions for National Highways (NH) and improved safety standards in road designs was introduced in Lok Sabha in May and was withdrawn on the recommendations of the Parliamentary panel. The panel said the proposed board is limited to safety concerns on the National Highways. NH constitutes only 2% of the country's total road network, and nearly 70% accidents occur on other roads. Certain amendments were suggested by the panel, including a separate Board at the Centre as well as at the state level. "In order to have an expert institution in the matter of road safety and traffic management, to have an independent implementing agency to oversee road safety activities, the proposed National Road Safety and Traffic Management Board is the ideal solution," the Standing Committee on Transport said.

Modifications in Road Policy

To attract more and more private developers, the Road Ministry brought in certain changes with respect to policy reforms, project rewarding process, land acquisition and fund availability. For instance, according to the new clause, a developer who has completed road projects equal to the current project value over the past 5 years is entitled to bid. Earlier, developers executing projects double the current project value qualified as eligible bidders.

Such concerted efforts, coupled with the growing economy are encouraging private participation, leading to a marked rise in number of contracts awarded by NHAI to 38 in 2009-10 from 8 in 2008-09.

Moreover, the limit on FDI for road development projects has also been raised from 74% to 100%; however, aforementioned hurdles restricted foreign players from aggressively investing in the sector.

Industry analysts and sectoral experts opine that developing a stable and progressive policy regime can provide the much-needed comfort to private players and lenders, boosting PPP models
Summary of policy changes in project development and award process are set out below:

The Government has put in place appropriate policy, institutional and regulatory mechanisms including a set of fiscal and financial incentives to

encourage increased private sector participation in road sector.
1. All applicants meeting the threshold technical and financial experience criteria set out in the RFQ shall be eligible to participate in the RFP stage. Earlier only the top 5-6 applicants shortlisted based on qualification criteria were eligible to submit financial bids for projects.

2. NHAI is empowered to accept single bids based on assessment of reasonableness of the bids. 

3. Overall cap on Viability Gap Funding (VGF) increased from 5% to 10% for the entire six-laning programme (5080 km).

4. For individual projects with low traffic in the Golden Quadrilateral (GQ) corridors, VGF cap has been increased upto 20% of the project cost with an overall cap of 500 km of roads in the project network.

5. Equity Support under VGF has been increased to 40% of project cost. Earlier, 20% of project cost was provided as equity support in construction

phase and 20% as Operations & Maintenance Support 

6. Modifications in Standard RFQ, RFP and Concession Agreement structures for National Highway Projects

a. Termination provisions under capacity augmentation situations modified to give more comfort to investors and lenders. The concession period can be extended upto 5 years to yield a post tax equity IRR of 16%, in the event of capacity augmentation option exercised by the concessionaire.

b. Exit option allowed for principal promoters of road SPVs after two years from commercial operations date (COD). Promoters were earlier required to hold a minimum of 26% of the SPV’s shareholding at all times during the

tenure of the Concession.

c. Threshold limit for common control (shareholding) of entities in competing Applicants and/ or their Associates for the purposes of determining Conflict of interest, raised from 5% to 25%. Any such conflict of

interest arising at the prequalification stage shall be deemed to subsist at the bidding stage only if such applicants attracting the conflict of interest provisions submit their bids.
d. Threshold technical capability for claiming eligible project experience has been reduced to a range between 5-10% of estimated project cost of the subject project in lieu of 10-20% of estimated project cost of the subject project earlier.

e. The threshold technical experience score for the purpose of prequalification will be equal to the estimated project cost of the earlier subject project. This was, earlier equal to twice the estimated project cost of the subject project.
f. Where the projects are bid out on a revenue share basis, the base premium (fixed amount) (revenue share proposed by the successful bidder) will be increased at the rate of 5 per cent year on year with respect to the immediately preceeding year for the entire tenure of the concession.

6 The aforesaid changes are expected to further incentivise private investment in road/highway projects.
Road Policy in India: Indian infrastructure  policy on roads permit duty free import of high capacity and modern road construction equipments, complete tax holiday for any 10 consecutive years out of 20 years. Longer concession periods of up to 30 years are permitted as per the roads policy of India.

Policy Initiatives for Attracting Private Investment
· Government will carry out all preparatory work including land acquisition and utility removal. Right of way (ROW) to be made available to concessionaires free from all encumbrances. 

· NHAI / GOI to provide capital grant up to 40% of project cost to enhance viability on a case to case basis 

· 100% tax exemption for 5 years and 30% relief for next 5 years, which may be availed of in 20 years. 

· Concession period allowed up to 30 years 

· Arbitration and Conciliation Act 1996 based on UNICITRAL provisions. 

· In BOT projects entrepreneur are allowed to collect and retain tolls   

· Duty free import of specified modern high capacity equipment for highway construction. 
