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ABBREVIATIONS
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1. PREFACE

Waterbeing a necessity for crop production is one of the most important natural resources for sustaining
human life on earthin the context of the Indian econontjle demand for this limited resource is
increasing dayy-day due to twaritical reasonsFirst, owing to the presence of large tracts of arid and
semtarid land where the surface and sabrface water resources are highly limit&gécondthe spurt in
industrial and domestic consumption of water due thigh rate of population growthhat has
exponentially increasettie demandor this limited commaodity irindia. Furthemore overexploitationis
depleting the existing water resources at critical rad@en in areadraditionally known for having

abundantrrigation watersupply, resulting in irrigation water becoming both saand expensive.

Now, in orderto feed the growing populatioand to further increase farm incomes and livelihood of
farmers in Indiathe overall agricultual production needs to liacreasedOne of the &y ways to boost
overall agricultual production isto implementbetter sodwater management techniques thaduld
provide the arid and serarid lands better access to irrigation watdthout actually increasing the stress

on available water resources.

1.1. NEED FOR MICRO-IRRIGATION

Globally, it’s well establishedhét Micro Irrigation ¢ MI”) technologies increasaop yield, save water,
improve crop quality, enhancethe fertilizer/ chemicalapplication efficiency, conservenergy, reduce
labour cost, improve pest managemeiricreasefeasibility of irrigating difficult terrains,improve
suitability of problem soils, improve tolerance to salinity etin MI, supply of optimum gquantityof
waterin the form of tiny streams, fine spray or continaalropamitigateswaterloss due taevaporation
and on account of seepage and percolafitiis furtherreduces water logging and improves soil health.
Consequentlythere is anncrease in productivity anithe quality of producetherebyleadng to arise in

the overallfarm incomesMI technologyis promoted primarilyfor the following reasongl) asa means

to save water in irrigated agriculedd and ( her ei nafter refer@easdato as
initiative  to increasdarmerincomes and reduce poverfyand (3) to ehance the food and nutritional
security of rural household#lso, substantial dependeacon rainfall makes cultivatioa high risk and
less productiveactivity, so assured irrigation andh-situ moisture conservation ena@ges farmers to
invest more in farming technology and inpthatleadto productivity einancement and increased farm

income.

Further,the rate of returwis-a-vis farm productivityfrom investment irdrip-irrigation is observed to be
relatively higherthan that ofsprinkler irrigationand canbe as high asl50%. Understandably, the

minimum payback periobdas beeffiound to be less than 1 year and the maxinitme2- 3 years in both
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drip and sprinkler metholsA suitable framework to channelize investhinto micreirrigation in India
will generatea beneficial social impact on farmers and positive environatdnipact along with a
rational financial return for the investok comparison among irrigation efficiencies of flow, sprinkler

and drip irrigatbn is shown irthe figure below

Figure 1: Comparison: Flow, sprinkler and drip

Water usage efficiency under various irrigation systems
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m Surface irrigation = Sprinkler irrigation Drip Irrigation

Source: Accelerating growth of Indian agriculturéT & FICCI 2016

1.1.1. CURRENT STATUS OF MI IN INDIA

Out of approximatel{t60 million Ha of cultivable land in the countrpnly approximatelg5 million Ha
(41%) is currently covered under irrigatidior(FY 2012)° The current area undstl in India isonly 8.6
million Ha® compared tdhe potential of 69.Hnillion Ha'. Of the8.6 million HaunderMI in India, 4.7
million Ha is under sprinkler irrigatior{54.64%),while 3.9 millionHa is under dripirrigation (45.4%)
States with the largest area undiér include, Rajastan (1.75 millionHa-20% $ae), Andhra Pradesh
(2.32 million Ha-15% $are), Maharashtra (1.31 milliorHa-15% $are), Gujarat (1.1 milliorHa-13%
share), Karnataka (0.95 milliorla,-11% $iare), andHaryana (0.58ritlion Ha-7% sare). Thesesix states
cover 81% of the total area undevil in the country.Information on the r@a under drip andprinkler
irrigation as pr Deember 2Q6, provided byMinistry of Agriculture and Farmers Welfare aet outin

Annexure-2 of this note The potential for adoption dfll by a stateis positively correlated tthe

! SourceEvaluation Study on Integrated Scheme of Mitrigation, Planning Commission, FY 2015
> Source: MoA, Horticultural Statistiez016

* Source MoA, December2016

* Source MoA, Task Force on MI, 2004
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proportionofnei rri gated area (“NINCA” X oa-axglditatienafigtound at ed

water resources, and negatjveorrelaedto the extent of rainfall

1.2. GOVERNMENT SPONSORED SCHEMES

Irrigation has been classified as a State subjedhe Seventh Schedutd the Indian Constitution and
has been giveninfrastructuré status as per the notification élarmonized Master List of Infrastructure
SubSectorsdated 36 March 2017 bythe Department oEconomicAffairs, Ministry of Finance.

The real thrust on promoting MI adoptionindia started with the recommendations of fReport of the
Task Force on Micro Irrigatiorin 2004. The report sought to increase the lasis on MI technology
and recommended the Centrally Sponsored Sch&@#Y), which was latelaunched bythe Ministry of
Agriculture in January, 2006. In 2010SS onMI wasscaled ugo National Mission on Micro Irrigation
(“NMMI™), which continuedintil201314. From 2014, NMMI was subsumed unttex National Mission
on Sustainable Agriculturé'lIMSA” ) and i mp OreFaren WaterdManagemelit OFWM”)
during theFY 201415. From f April 2015,the Ml component of OFWMas been subsumed undbe
Pradhan Mantri Krishi Sintiayee Yojana {PMKSY”) which has beenimplemented a£SS for Mlin
FY201516.

1.2.1. PMSKY

PMKSY has includedMI within the schemas an integral component. Teeheme focuses on providing

an endto-end solution to the irrigation suppyan issuesTheGo v e r n me n t maoifestothlksd i a’ s
about “Har Khet Kand “PRaearn i Dr o p .” M¥hileethe @frastrpcture creation and
developmentor irrigation projectsas mandated to be parttbE Command Area Development & Water
Management ( “ CA DsVtdvejed yndeo theHarnKhet Ko Pa a na n d ‘Watershe
De v e | o pomponenttheimplementationof bringing area unde¥l, is mandated to be part te

‘Per Drop More Crapcomponent of this schem@&he fllowing are the key strengths aiadustry

concerndor thescheme:

U KEY STRENGTHS:

9 Convergence and removal of redundancies:

The government wants converge various schemes and ensure thatdtigional/ furtheoutlay of funds

be used for filling gaPpani h ®loEMoe® boeprdtrmly Kepinr Khe't

mind.

> Source Evaluation Study on Integrated Scheme of Mizrigation, Planning Commission, FY 2015
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9 Greater responsibility and accountability at the district level

With the District Irrigation Plans‘DIPS’) being the cornerstone of the scheme, the heads of the districts/
District Magistrates “OMs”) are now directly responsible and accountable for the successful
implementation of this scheme. This would ensuesatar involvement and more consideration given to
each DIP.

U INDUSTRY CONCERNS:
1 Focus on an overarching concept
The current funds allocatedfdtit hi s fi scal year are | ower than the

are not keeping up wittheincreasing demand.

1 Areaceiling limit

While only 15% of the farmers in India are large and medigalefarmers theyaccount forcontrolover

55% of thetotal availabldand. Experts feel that increasing the cap to 10 Ha from the current ceiling of
5Ha would be=xtremelybeneficialto the sectarThis scheme, however, does not lift that cap. Only 10%
of thetotal potential area (estimatéa be69million Ha in India)has been brought under Ml as on date.
Hence, area ceiling cap of 5 Ha may be increased to 10 Ha.

1 Lack of framework for scalability
Under the extanschemes, there is limited incentive for the farmers andptivate sector tenterfjet

involved inParticipatory Integrated Micrtsrigation Management atsgzalable level

1.2.2. MGNREGA

Apart from the above andother extantschemedor funding Ml and irrigation in India, MGNREGA

scheme can also be suitably channelizedHeon ground implementation &l andirrigation network.

The aim of MGNREGA is to enhance the livelihood security of people in rural layga®viding atleast

100 days of wage employment in a year to all those rural households whose adult members volunteered to
do unskilled manual workChannelizing MGNREGA towards implementation M and irrigation

networks would ensure efficient utilizédn of funds,in addition toachieving the overall objective of the

scheme.

2. PUBLIC PRIVATE PARTNERSHIP

2.1. THE CONCEPT
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Publ i c Pri v aRPR )deasertiallyean artangemer(t Where the private sector participates in
the provision of services traditionally provided by the government. It is usuadhaaterized by an
agreement between the government and the private sector, with the latter umgl¢otaldliver an agreed
service on the payment of a unitatyage by the government, a usdage by the beneficiaries of the
service and/or an upfront capital grant. The arrangement normally involves alifémjlele approach

with apredetermined peribwhere the private partner is responsible for both construction and operation.
There is also some degree of ri&laring based on allocation of risks to the party best suited to manage
them

2.1.1. BENEFITS OF PPP APPROACH
Some benefits of the PPP approach aldisg up capacity itMl would be as follow:
I.  Availability of private capitabnd technology partnership
II.  Access totinctionaland technicag¢fficiency of private entitieBnprovising the lifecycle cost
M. Risk of project completion and delivery of agreedputsto be transferred to the private entity;
V. Public funds would be expended only upon delivery of agreed outcomes; and

V.  Achievingeconomies of scale

With the target of the Governmeaof India of achieving 0.5 millionHa per annuncoverage undeMl

with a budget of jusiNR 1000crore (USD 156 million) in PMKSY, it will take déast another 100 years

to reachthe overallMI potential in India Thereforejt is essential to implememd! projects on scalable
PPP modefs Also, in the absence of a fmal PPP framework, with ntong-term operation and
maintenancgO&M) planningthere has been a considerabdkcline in the quality of performanad
irrigation networks, leadingo loss of faith amonghe farmers. Farmers havensteadopted toutilize
smallscalestandalondrrigation technology (e.g., motorized pumps, drawing water directly from open
water sourcesgtc), primarily backed by Government sponsored scheMdébons of farmers now make
use of small groundwater irrigation schemes insteaexadting public surface irrigation schemes. The

rapid growth of these schemes ladsoled to concerns about excessive groundwateletiep.”

2.2. PPP FOR INTEGRATED MICRO-IRRIGATION IN INDIA

In India, rrigated agriculture projects, especially those invg@wmallholder farmers are difficult to fund
on a commercial basis from day one because they cannot deliveteshogredictable financial returns
due to various commercial and operational rigiistorically in many developing economjgaublic

schemes &ve found it difficult to recover costs from farmers at a level sufficient to covéd&hé costs

® SourceAccelerating growth of Indian agriculture, GT & FICCI 2016
’ Source:How to Achieve Sustainability in Irrigation with Private Sector Participatigorld Bark, 2016
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associated with the scheme, let alone make a return on the investment. This is due to a number of inter
related reasons, notably a difficulty in getting farmé¢o accept that they should pay for irrigation

services, far mer s basi c inability to afford the
institutions in collecting and remitting irrigation service fees, and political unwillingness tithaise

fees to a level that will cover O&M costs or enforce the collection of fees.

Also, given theextantpolicy frameworkwith limited impetusto post constructiommaintenancealong

with necessary capacity building measures of the beneficiary farmers, the overall life and efficiency of the
MI system deteriorates considerably and hence the Government is unable fully to achieve its desired
objective.

In view of the above commitments, through management or finanite private sectomwill only be
forthcoming ifit can have a degree of certainty thathall be abé to recoveits investmentoptimally.

The less certain private partners are that they will recover their time andifiheommitments, the lower
their appetite for participation and the greater the need for concessional or-gealbdic resources.
Hencdorth the structure of the financial model undePPP framework with optimal structuring of
financialreturnsfor theprivate partnerandrisk sharingoetween the Government and the private pastner
is imperative to incentivize the private sector to undertake the implementation and maintenansd of the

system.

The proposedPPPschemeaims at implememtion and maintenance an Integrated Micrelrrigation
(hereinafter r mrefwerkfor providingavater t© thé dodisl of the crops from Huoeirce
irrigation canal It alsoaims atamalgamatiorof various ongoingentral and Stat&overnmenschenes
andprogramswith a view to deliver outcomekd would ensure efficiencgt the farm leveandin return

achieveeconomyof scale.

3. PROPOSED PPP-IMI SCHEME

3.1. KEY FEATURES
. ThePPPschemes phasedn two stages
a. Stage 1 (Pre-bid Activities): A private playerwill act as @rojectproponent(hereinafter
ref er r é@xbject-Rvopoaent” Andundertake certain pieid activities in order to
facilitatethe implementation ahe IMI networkwithin the PPPframework
b. Stage 2 (Post-LoA Activities): The Concessionairevill undertake construction,

installation maintenanceandmanagemenof the IMI networkas depicted in Anneaire-1
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VI.
VILI.

VIII.

IX.
X.

3.2

3.2
A

of this note,during the concession perigtereinafter referred to d®#PP-IMI” or the
“Project”). While theimplementation and maintenance of the project shall be undertaken
by the Concessionaire, the operation of the IMI network shall be done by the beneficiary
farmers.

The Projectis proposed to be implementedder a organizegarticipatoryfarming framework

wherein the farmers shall pewl their land holdings in order to obtain econesof scale

Impetusto sustainablesource of wateand onsettingup a framework that maintains its own

viability by using techniques that allow for continual reuse

An active approachto integrateall ongoing effortson MI and irrigation by the Central and

respective Stat&overnmentt the farm level needs to be undertakanthe closure of funding

of the projectand thereby achieecononesof scak

Active participation of the beneficiary farmecsbe an integral part of the scheme

Competitive bidding process for procurement to be followed

Close monitoring of outcomelsased onpre peci fi ed Out come Based Spe

during everystageof the project cycléy the State Government

Impetusto flexibility of the farmerswith discretion to choose the type of gystemas pertheir

needandalso he liberty to choose the extesftarea to be covered unddi

Further beneficiary farmers tmntinue to own their land holdings

Transfer of theassets to the State Government at the end of concession period
. IMPLEMENTATION METHODOLOGY

1. LAND IDENTIFICATION
The framework for implementation tife PPRIMI is proposed unddhefollowing two scenarios
Scenario-1:- Land owned by the State Governmeint this scenario the locationalong with the
framework for implementation @PRIMI shall be decided by the State Government prior to the bid
of thecontract
Scenario-2:- Land owned by the beneficiary farngerin this scenaripPPRIMI is proposed to be
implemented undahefollowing framework:
All primary beneficiary farmers who own the land whidtdsbe pooled for implementation of
the IMI network, will form a Farmer Produe r Co mp a n y will beEobh€its ynendersd
The members of FPC shalsobe t he member s of an active Water

the land belonging to the members pooled to implement the IMI network will fall witiein

NITI Aayog | PPPAU Division | DRAFT CONCEPT NOTE Pagell



Public Private Partnership in Integrated Micralrrigation in India

II.
B.

CommandArea of an irrigition canal This shall inturn ensue that the cluster of the land
identified for the implementation of the project will have a sustainable source of water
Cluster of 1000 Ha to 10,000 Ha land shall be pooled to implement a Project

In both the above scarios the land required for constructiontleé pump house, sump and substation

and other support infrastructure for the implementation of IMI shall be made available by the State

Government on lease to the FR(ponthe payment of a token fee. The Goveemtnwill also assist
the Concessionaire in securing the right of \ay R o #’laying thePVC/HDPEpipes.

3.2.2. FORMATION OF FARMER PRODUCER COMPANY
Overview: FPC is a corporate bodythat is a hybrid between a Private Limited Company and a

Cooperative Societyl he following are its key features:

a. Registered undeheamended Companies Act, 1956
b. The terms of sectiod65 ofthe Companies Act, 2018ndthe provisions of part IX A of
the Compaies Act, 1956 ksdl be applicable mutatis mutandis to a producer company
c. Only farmers (primary producers) who own the land cluster on vih&hrojectis being
implemented can become members.
d. The liability of the members is limited to the unpaid amouinthe shares held by them.
Hence, the private assets of the members are safe from company losses
Under the proposed framework there will be a ceiling of 10 Ha of land (per beneficiary member
of the FPC), on which PPII shall be implemented.
The FPC shallvork in close cooperation with tHeroject Proponertefore the PPIMI bid for
finalization of the Concessionaire. The board of FPC shall ensure tHatdjleet Proponerghall
be selected on the basis of a transparent and fair process that would eatmghe criterions
laid down in the RFQ

3.3. PRE-BID ACTIVITIES
The ProjectProponentshal undertake the following keyre-bid activities on bhkalf of the primary

beneficiary farmers;

Identify the suitable land clusteiithin the command limits of the irrigation canal

Undertake a socteconomic analysis and land suitability analysis to establish the need for project
in the particular area

Use critical group for canvassing among other eligible members about the negehay and
benefits of FPC and PAMI

Facilitate the formation dfFPCstructurewith primary farmerglandowners)as members
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V.  Allow sufficient time to the potential members of the FPC to understand theciutezept Make
frequent visits to them, educatieem, organizeexposureand knowledgevisits to functioning
FPC' s a radmers tdoabtsi f y

VI. Hold regular meetings with FPC membtysdiscuss objectives and possible business ideas

VII. Conduct the baseline and feasibility studiestfar implementationof the projectincluding an
assessment of the curréeiisting infrastructure situation on the selected sitel the delivery
capacity in existing infrastructuees also th@eed for expansion

VIII. Subject to '‘Permission t o éhcyppepare the dethilgd ptojpce St a't
report
IX.  Once theProjectProponenh as obt ained the ‘ Permission to Proc

Proj ect Re p o rdnsidéatioD B9 tdhe, instimctions for preparation of DPR as per
the notification No.N-18011/21//2018CADWM - “ Gui del i nes for Centr al
Command Area Developmewtor ks i n prioritized AIBP funded I
X.  TheProject Proponerghall endeavor to provide reliable power forldrs each dayhroughthe

express feder, as thiswould be crucial in obtaining the desired results of PARP. Hence it is
imperativeto optimally design theProject and consider implementingplar panels/ alternate
sourcesvhere considered necessary.

Xl.  TheProject Proponeray suggest innative ways of implementing solar based pungtso the
hydraulic linking ofthe sump of the system withn alternate local water body if feasible, so that
the water can be provided during the period of scarditgwever,the farmerscamot claim any
crop compensation /damages from the concessionaire towards crop losn esccount of
electricityand water scarcity

Xll.  TheProject Proponerdhal capitalize all thepre-bid activities expenses antal include it in the
Tot al Pr oj e c Thefedid activities @xpeases)to be cappedXdto of the TPCor a
lump-sum amount, whichever is lower

3.4. ROLES AND RESPONSIBILITY OF CONCESSIONAIRE

3.4.1. INFRASTRUCTURE DEVELOPMENT BY CONCESSIONAIRE

A Design, Build, Finance,Maintain and Transfer “OBFMT”) model would be followed for
implementing PPMI f r om t he St ate Gover rhem€ontessionairghdlrbe pect i v
responsible foconstruction, financing and maintenance of the Project as per the configuration and design
finalized underth®eta i | ed Pr o DRR )TheRPeoed shall erftdinplementing the requisite
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infrastructure tasupplywater from the soge to the root®f the cropsas depicted ilnnexurel of the

noteand noted below

VI.
VII.

VIII.

3.4.3.

Laying of HDPE/ PVC pipeline for sourcing veatfrom the minowcanal/ water outlegfficiently
The Concessionaire will be responsible for the construction of the sumthapdmp housgfor

laying theirrigation pipelineandfor installation of oAfarm MI networketc.

MAINTENANCE & MANAGEMENT BY THE CONCESSIONAIRE

The Concessionairddl maintainthe M| networkfor a period of b years. The cosif operation
andmaintenancéeyond the concession perisldall be borne by the farmers

The water received from the outletinor canalwould be carriedhrough pipelines and stored in
a sump from where it will be distributed to the individual farmers through pipelines &fiagnon
MI systens.

In case a farmer/ farmers stay away fromftesystem, then the Concessionaire will make sure
that water from theump is made availabte thosefarmersthrough ahydrant as and when water
is provided in that section

The Concessionaire will ensure supply of water to the farmers, as per the concession agreement,
subject to water release.

The Concessionairbasto ensureits best endeaverto the collection of necessary watesnd
electricity chargesas per the concession agreement and tpayments to the concerned
authorities

All the benefits from the farms will go to thend ownerduring the concession agment

The Concessionaire has to undertaienier oriented activities like capacity building, training and
exposure visits, demonstratiomschnology transfeskill development in efficient water and crop
management practices (crop alignment) includimgdacale awareness ‘amorecropsper drof

of water through mass media campajgexhibitions, field days, and extension activities through
short animation films etc.

Annual maintenancehargesof the project kdl be reimbursedby the Government to the

Concessioaire

USER CHARGES AND ADDITIONAL REVENUE FOR CONCESSIONAIRE

The concessioregreement Isal provide an option to the Governmémuthority to include the

levy and collection of userherges on the primary beneficiary farmerf®r operation and

maintenancef the IMI networkby the Concessionairén such a case, a pdetermined user fee

would be specified for the entire concession period since this wouldf @portance in
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V1.

estimating the revenue streams of the project. The Goverrwilehtive to ensurethe provision

of crosssubsidiedor small farmersEg: <5 Ha of land) while levying userhargesand hat user
charges escalation wouldgppen ina phasedmanner in consideration of the incogr@wth of the
farmers

The imposition of the usetharge by the Governmeshall be to optimally sharthe risk of user
charge collectionwith the Concessionair¢hroughthe competitive bidding under PARII. The
Concessionaire shall in consideration of historical anabyfsisk w.r.twillingness to payy the
farmers,political eventsetc, optimally discount the user chargellection while submittingts

bid.

The Concession Agreemetiia also provide an option to the Government to include provisions
for Concessionairef generatingncrementalrevenuealong with the FPCThe Concessionaire
can be permitted to undertake and offer additional services like contract farming, marketing of
farm products, sale dértilizers and seeds, fisheries, tourism, advertisats, storage facilities,
etc.

The Concessionairshouldundertakehe activity to generate incremental revernwi¢h reference

to the above, iollaboration(joint-venturé MoU etc.)with the FPC.

In case of acollaborationbetween the Concessionaire and the FPC, X% of the incremental
revenue earned by the concessionaire shall be ploughekinto the FPC as management fees in
order to ensure FPC’'s going concern

Underthe scenario where thé&armland is owned by the Governmef@overnment may consider

contract farming under a ledsevene $are agreement with a third party diedfarmers

3.5. ROLES AND RESPONSIBILITY OF FPC’S/ BENEFICIARY FARMERS

VI.

Farmers shall qpovide right of way from/to his farm to th€oncessionairdor IMI network
implementation

Farmers shall suitably peot their land holdingand provide the requisite RoWj, order for the
Concessionaire to implement the project

FPC with the assistanceof the Concessionaire shall facilitate sale of producepimducs,

processing of the agrogmtuceetc.

The beneficiary farmer shalindertake dayo-dayfarming operations such as-tarm irrigation,
operation of théMI network, crop cultivationharvestingetc.

Pay necessary water and electricihages to the concerned authorities

The farmercan choose cropping patterof higher choice with a flexibility ofchoosing thevi

system
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VII. The farmer also has the liberty to choose the extent of area to be coveretheMesystem
VIII. The farmers shallke part in all the training programs and capaoitilding programs arranged
by theConcessionairand or the Government.
IX. FPC along with the Concessionaire sliatinulate the policy for efficient operation of the IMI

network with proper monitoring and penalty provisions

3.6. ROLES AND RESPONSIBILITY OF THE STATE GOVERNMENT
The successful implementation of the project would be drivethbys t at e’ s commi t ment
mechanisms thatesolve any institutional and governance issues and in the precebfe effective
decision making
I.  The State Governmeshall constitute a suitable single window ager@&tate Implementation
Agency A{td eBdurd that all clearances and approvals regarding implementation-of PPP
IMI in the state are provided in a tiA®und manner
II.  The SIA shall comprise a PPP projeigtesing group, which shall overlook the completion of the
competitive procurement process. This would include representatives from the key government
agencies that are relevant to the project and individuals with necessary technical expertise to
review andevaluate bids
Il The StateGovernmentneeds to intervene for convergence of investmentiMin (from the
source of the water to roots of the crop) at the field level by integneditigus ongoingchemes
of the Central and the respective State Government
IV.  The StateGovernment mayeed to formulate appropriate guidelines or proaggrovalsto
enableprivate partnes to collect user charges frobeneficiaryfarmers antbr to evaluateother
commercial options which tHeroject Proponenhay propose to succdshy execute the project
V. The concerned State Governmenay considerany fiscal concessions/ waiver that can be
extended to the project, as proposed byPitggect Proponent
VI.  The SIA shall also obtain exempticemendmentsinder State Public Procuremenidglines if
any, to proceed with the proposal
VII. Insurance coveragmvering thenet book valug “ N B &f th¢ components in thél network
to be provided by the State Governmeuting the concession period
VIII. State Governmento take over all the assetseated under PPIRII by the Concessionaire,

immediately after theoncessiomeriodis complete.

3.6.1. PROJECT MANAGEMENT CONSULTANT
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I.  The State Government in agreement with the Central Nodal Mimis&ty appoint a Priect
ManagemeniConsultant( “ FZ'M) 0 n ingrtle Bgriesgion ofint er e s tfor thésbdoo | " )
moto PPRIMI opportunity, in orderto undertake the following activities and evaluatethe
proposafurther:
a. PMCt o prepare the Draft C o nHlineevdtls the ModeA g r e e me
Concession Agreement of the NITI Aayog
b. PMC may subappoint a Technical Consultant to audit the DPR and the diPthe
Project
c. It shall examine the technical feasibility thie DPR to identify aspects of the technology
and designand ensurethat they arereplicable through other means. (The guiding
princi pl GutpstBasdddp elce f 1 cati ons’ for meeting c
andnot favoring any particular technology)
d. The PMC may undertake additionsiudies for independently determining th&C
project revenuegrojectviability, risk analysitc.
e. Value for Money testifi NPV terms)needs to be undertakédnr om t he Gover nm
perspectiveto ensure proper benchrikang
f. PMC shall negotiate thare-Bid expenses submitted Byoject Proponerdand ensurg¢hat
such costs are reasonaljlestifiable and within the prespecified level
g. PMC shallassist the State Government to undertake the bidding activity and appointment
of the Concessionaire
h. PMC to undertake monitoring during the RN implementation periodvith the intent
of continual improvement.
II.  Since payment to the Concessionaire wél llased orOutput Based Specification§ “ OB S " )
provisions for appropriate tests prior to commissioning of the Prajetformonitoring system
post the commissioning of the projesttall be noted in the Concession Agreenaard enforced
as part of the amession framework.
lll. — There would be stiff penalties for violation of the agreement or for shortfalls in key performance
indicators while incentives would be payable for better performance.
a. State Government to undertake regular monitoring of the promdt PPAMI

implementation and during the concession period, in coordination with the FPC

4. PAYMENT MECHANISM:

A. Total project cost unddyoth scenarioof land ownershi@s discussedhall be fundedas follows:
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Scenario-1:- Land owned by the Stat@overnment The estimatedbtal project costkall be finalized
by the Government/ Authority, while the Concessionaial e selected based on the competitive
bidding.
Scenario-2:- Land owned by the beneficiary farmednder thisscenario,the beneficiary farmers
(small, marginaland/orlarge) contribution is a must. This will instill the sense of ownership for the
projectso that it may beptimally used. Th&PCis proposed to be funded as follows

. TheTPC may further be divided into two pas a) cost of onfarm MI network and b)cost of

setting the irrigation network from the soureeteroutlet /minor cana) upto the farm gate

Il Beneficiaryfarmerson receivingsubsidiedfrom the Governmerior implementation obn-farm
MI andsolar equipmentvould transfethe sameéo the Concessionaire.

M. The f ar mer s (bothcebgible and baeligible farmers undethe PMKSY Scheme)
towards theonfarm MI network share of the TP&hdl be in-line with the extant PMKSY
Scheme ‘(Per Drop Mee Crog). In the event the farmer requires loans for meeting such costs,
the Concessionairéhdl assist in arrangindgpans fromfinancial institutiors, provide such loans
from its own resource®r provide an optimal credit Bencement mdtanism for thecomfort of
the lenders.

IV.  The Concessionaire will coordinate with the SIA to facilitate the funding for settintheup
irrigation network from the sourcvéteroutlet /minor cana) upto the farm gate

V.  The balance amount of the total Project Costrdaposed to be funded by the Concessionaire at
the time of the financial closure. Eventually the Concessiondisf secover its capital
contribution, along with the requisite-uilt return on capital by way dhe @pital grant from
the State and theddtral Governmest

B. Under both the above scenaridg f\etPresentva | u e ( of NP ¥ridgrant for maintenance of
the project during the concession period shall constitute tltgnigiggarameterPost the execution of
the concessioragreement the bidrmaount shall be disbursed by the Government/ Authority in the
following manner:

i. 40% of the capital grant disbursed during the construction period in line with an

implementation schedule

ii.  balance60% of capital grantind themaintenance grant shdile disbusedin the form of
bi-annual annuity payments over the concession period

iii. maintenanceshdl be fixed as a lumysum financial support, computed on the amount
guoted by the selected bidder and dispersed in the form of biannual payments where each
instdment §dl be the amount determined as per the bid and Price Index Multiple &
base year and linked to variation in 70% of WPI and 30% of CPI)
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iv.  the Government shall also provitteerest rate protection (SBIne YearMCLR + X%),
which shall be caerminuswith the loan facility availed for capital expenditure by the

concessionaire

4.1. DISBURSEMENT LINKED TO OUTPUT PARAMETERS

The disbursements under this scherdl $e linked toOutput Based Specifications. The OBS shall
specify thepre-determined oytut requiements along with the constraints, suchtlesneed to meet
benchmarked standards and the need to interface with existing sy$temcentives and penalties will
be linked to key performance indicators to be specified clearly icotheessioragreement.

5. TRANSACTION STRUCTURE

. The SIA on receiving thesuo-moto proposalfrom the Project Proponenshall accordthe
“Per mi ssi o,subjea tahe suo-roow prdposalsatisiing all the specified conditions
of setting up PP#MI (i.e land availability, water source, formation of FPC etc.)

II.  Oncethesuo-motoproposaisg r a nt eedmissidn ¢épr ‘0 ¢ etleeBrbject Proponerghall be
given a60 day periodto undertale a detailed stug (including of the DPR) required forthe
biddingpurpose In case thé&roject Proponerdoes not meet the deadline state agencwould
in exceptional circumstance#therextend the deadline by another 20 days or would exercise the
option to develop the project on its own through its agencies anghrany third party without
the Project Proponerttaving any claimsOnce theProject Proponertas submitted the DPR to
the state agencyo changes shall be permitted in the DPR except to offer any clarifications that
may be required from the departmeBlarifications shall be given as addenda aatias changes
to the DPR.

Il. Subsequent to the successful bidding, oncedheessioragreement has been executed, Sitete
and CentralGovernmerd shall directly release theghareof funds, allocated to the PRMI
Schemein the Stateandon basis of the approved annual action plan toShe In addition, the
State Governments may be allowed to disburse funds directly from their own corpus via SIA to
the FPCand later get the sameimbursed from the Central Governmeihe beneficiary
farmer’s share @dssedatmnthierPC RPC wid maintaia a sepasite escrow
account for the funds received from the SAdthe beneficiary farmers fdhe payments tde
made tothe Concessionaire as per the terafighe Concession and the Escrow Agreem&he

above transactiomechanism is depicted the diagram below
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Figure 2: PPP-IMI Transaction Structure
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6. BIDDING PROCESS

Selection of the Concessionaire will be based on competitive biddithger he Project Proponentr a
shortlistedbidderbasis theRFQ shdl become the Concessionaire basedtmsuccessfubutcome of the

bid and award of the contrasibsequently

6.1. SELECTION OF THE BIDDER

On receiving thesuo-moto proposal, he process of marketing the PPP is crucial to ensure that sufficient
interest is generated for the projechongstthe potential bidders. To market the PPP opportunity, the
government can simplgdvertise the launch of the procéssat least one publiplatform with national

coverage in Englisand in Hindi

Further, the sccess of this scheme would depend ondkeerience and commitment of tpevate
participant selected for this purposé consortium/ joint venture of private participants (including
internationalfirms) having requisite technologyinancials,skills, and experience to operatdl System
shall also be eligible for the bidding purpose. Thevernmentshould take appropriate meass to
designthe qualification criteria t@ptimally reflect the market of potential biddets.e., if all the firms

willing to bid for PPRIMI have no more thaBy e ar s’ experience in the count
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should not require bidding firs to haveb years of experienc@his shall ensurenaximumcompetition
for the bid forPPRIMI .

In view of the above, thepalicants for eaclPPRIMI would be prequalified on the basis of a transparent
and fair processThe selection would bprepared on thénes of the two-stage procesas laid down by
theMinistry of Finance for PPP projects:

I.  In the first stagdi.e Request for Qualification Stagepplicants will be shoiisted based on
proven track record or capacity to establish andchage such projectSIA shall ensure that
sufficient interest is generated for the project so that theratdeasthree potential bidders for
the project bid to be successful. Seeking feedback from prequdlitiddrsis strongly advised
before issuig anRFPin orderto enhance overall competition of the .bid

II.  Inthe next stage (i.RFP s$age), the preualified andthe shoristed biddersshall be invited to
submit their financial bid after complete scrutiny of the project

A fair and transparentystem of evaluation and scoring would be evolved and announced before inviting
applications under this scheme.

6.1.1. COMPETITIVE BIDDING
A. Pursuant to th@bove, the competitive bidding under both shenarios kall follow the following
medanism:
Scenario-1:- Land owned by the State Governmefhe overall project cosestimated by the
Government / Authoritylsll be thecriterion for thecompetitivebidding. For the PPRMI the bidder
who bids the lowest NPV d?roject Costind themaintenance support from tli&overnment would
win the contract.
Scenario-2:- Land owned by the beneficiary farmé@he bidding kall be undertaken withthe
Modified Swiss Ga | enge Appr oach MSICArUWnden a MEGArthe Rragectl ed  “
Proponentmay submit asuc-moto proposal to the SIA for setting up a RPRH, while the
Concessionaire shall undertake the implementation of thdN\APP
I.  TheProject Proponerghall articulate and establish the clear public need for the project
II.  The Project Proponenghal provide - (2) Documentsto support itseligibility as a competitive
bidder as per the guidelines laid under the R@EDDPR with total project cost, operation and
maintenance expenditure during the Concession Period along with the financingxptsinof
land being pooledsupport sought from the Government with all support converted into monetary

equivalents utility relocation plan environmental impact assessmernd social impact
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VI.

VILI.

VIII.

assessment etcand (c) Cost incurred by thé@roject Proponertio undertakepre-bid activities,
including but not limited to development studies related to the project

The Governmentwill examine the proposal and if the proposal stands eligible under the
guidelinesof PPRIMI, then it may invite competindpids for counterproposals from others (in

t he s pi r ihdllengehpproashvgivigadequatéme to evaluate

All the project parameters such as the concession period, eges, price indexation and
technical parameters are to be clearly stated upfront

The bidder who bids the lowest NPV of Capital Grant and the Operation MainteBapoert

from the Government would win the contract.

Capital Grant can either k@ositive (taking grant from the government) pegative (paying a
premium to the government)

If the MSCAresults in a superior proposal, tAeoject Proponentould be given an opportunity

to match the competing counter proposal. In cas@tbgct Proponents bi d val ue i s
of the superior bid value tHeroject Proponerghall win the bidand be given the Letter of Award
(“LoA")

In the case where thEroject Proponerdeclines to match the superior counter propdbal the
applicantwho has made the superior bid would be given the LoA, whilestidte agencyshall
cause/arrange to reburse to theProject Proponenta part or the whole of theost pertaining
topre-bid activitiesas determined upfront and declared in the bidding documents and may recover
the same from the successful bidder.

In case the project proposal is not takgnby the state agency after the studies have been
undertaken for any reason, then no cost of project preparation would be reimbursdelrtgeitte

Proponent

B. Under both the aboveasesall the qualified bidders shall submit tioe state agencgn nterestfree

bid security equivalent to 1% of the estimated TPC. The bid shall be summarily rejected if it is not
accompanied by the bid security. Bid security shall be forfeited under conditions as prescribed in
Model RFP issued by DEA, Gol.

6.2. CONCESSION AGREEMENT

Subsequent to the competitive bid,cancessionagreementbetween the Concessionaire and the SIA,

backed by aupportagreement between the FPC and the Si#ecifying the rights and obligations of the

concernegartiesshall beexecuted This will enable he Concessionaire to raise funds from the financial

institutions for meeting its capital expenditure. Toacessioragreement will protect the interests of the

public exchequer as well as the farmers while providing sufficient flexibility to the Concessionaire to
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manage the PRRMI. Regular monitoring would be undertaken by the State Government for enforcing

the provisims of the Concession Agreement. The key features of the concession agreenpeavided

below
l.

VI.
VII.

VIII.

XI.

XII.
XIII.

The scope of the Projecttonstruction ofthe Project; maintenance ofhe Project; performance

and fulfilment of all other obligations of the Concessionairadoordance with the provisions of

the Concession Agreement and matters incidental thereto or necessary for the performance of any
or all of the obligations of the Concessionaire under the Concession Agreement

Change ofcope of the Project, along wilrovisiors granting power to the State Government /

SIA to undertake any such works

Conditions Precedent required to be satisfied by the pdotidbe contract to come into force

along with provisions for damages for delay by the parties and waiverioosdit

Duration of PPRhatsets out the length of time for which the PPP arrangement will be i@ plac
Obligations of the Concessionaire

Obligations of the State Government

Performance Security Upon the submission of thmrformancesecurity by the Conce#onaire

the State Government/ SIA shall release the bid security to the Concessionaire

Entry into commercial service, along with provisions for damages for delay by the
Concessionaire

Financial Covenants, along with provisions for payments structurenuevfrom the project;
escrowaccount;insurance etc.

Early termination paymentdn case of early termination of the contract and project assets revert
back to the public sectathe contract should set out the compensation payment depending on the
cause of the early termination. There are three broad reasons for early termaateiault by

the private partyb. termination by the public party whether due to default of for reasiopgblic

interest andc. early termination due to some external reason (force majeure).

Key performanceindicators:This section of the contract specifies the required level of quality,
guantity of performance for the responsibilities taken on boardhéyprivate parties to the
agreement. The performance requirements should also specify the monitoring and enforcement
mechanisms and the penalties that will apply for failure to achieve performance atdleéined

level.

Handover arrangement arrdnsfe of assetsat the end of Concession Period

Representations antdlarranties:This defines any warranties in place related to for example the
quality of the assets included as part of the PPP arrangement, or the minimum levels of water to

be provided to thecheme.
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XIV. Disputeresolutionmechanism
XV.  Monitoring & inspection mdtanism
XVI. Usercharge recoverability, along with tariffs and indexation

XVIL. Other obligations of parties amaiscellaneouslauses

7. EXPECTED OUTCOMES

.  PPP inMl is expectedto deliver widespread benefitRevelopment of such integratedl
projectsis the only effective and efficient way of distributing canal water homogeneously across
farms to the farmer§&ome of these are enumerated below

a. lrrigation efficiency is expecteto increasesubstantially withthe installation of IMI as
compared to flow irrigation which provides ordpproximately40 per cent efficiency;

b. Irrigation intensity based on the existing water allocation is also expected to increase
substantially with MI;

c. The precious natural resouraeater will be conserved (which is presently lost by way of
evaporation and seepage) and improved farming practices will be adopted leading to
savings in input costs, fertilizer, enerdpgtter yield and quality resultirigto increase in
income of the farmer.

d. Increase in incomes of farmers by employing more efficient means of irrigation.

e. Ensure an equitable supply of water to-gild farmers through use of pipelines, which
would also minimize land acquisition and watbefts. Further, the proposed system
would require less maintenanieachievelonger equipment life

f. The scheme alsoenvisages achieving better community participation as the
i mpl ementation and operation of tnhatallsc he me
stages.

g. Benefit to both Government afidrmersand the economy as whole

8. TIME FRAME

The draft guidelines envisage the following time frame for the key activitiessymatoto submission of
the PPRAMI proposal by théProject Proponertb theSIA:

S.no. | Activities Time (Days)

1. Preliminaryexamination by SIA/ PMC 30

2. Permission t@roceed by SIA 15

3. Submission of DPR and othgiudies/details byProject 60
Proponent

4, Detailedexamination by SIA/PMC 45

5. Bidding process- MSCA 15
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S.no. | Activities

Time (Days)
6. Call for open tender and submission of challenger bid 75
7. Evaluation ofbids 15
8. Additional time to Prgect-Proponento match best bid, if any 15
9. Approvals: Letter of Award &oncessioragreement 15
Total Time 285 Days
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ANnne x2u9teantl e e

Ar ela

(Area in Hectare)

S.No. Name of State Drip | Sprinkler Total Nation-wide
All India 45% 55% 8626784.7 100%
1 Rajasthan 12% 88% 1752670.7 20.3%
2 Andhra Pradesh | 72% 28% 1323205.1 15.3%
3 Maharashtra 71% 29% 1309671.8 15.2%
4 Guijarat 50% 50% 1068814.7 12.4%
5 Karnataka 51% 49% 953347.7 11.1%
6 Haryana 4% 96% 576828.7 6.7%
7 Madhya Pradesh| 52% 48% 430662.5 5.0%
8 Tamil Nadu 90% 10% 363359 4.2%
9 Chhattisgarh 7% 93% 271145.7 3.1%
10 Bihar 9% 91% 107921.6 1.3%
11 Odisha 18% 82% 104837.9 1.2%
12 Telangana 80% 20% 94967.6 1.1%
13 West Bengal 1% 99% 51180 0.6%
14 Punjab 74% 26% 47093.3 0.5%
15 Others 33% 67% 46500 0.5%
16 Uttar Pradesh 39% 61% 42659 0.5%
17 Kerala 75% 25% 30319 0.4%
18 Jharkhand 52% 48% 20750 0.2%
19 Sikkim 67% 33% 9086 0.1%
20 HP 55% 45% 7822.5 0.1%
21 Nagaland 4% 96% 5205 0.1%

Source: Department of Agriculture, Cooperation & Farmers Welf&regember 2016
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