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Preface 

Rakshak Foundation was founded in 2006 by a group of concerned citizens from 

India’s elite educational institutions working in USA. It was in the manner of giving 

back in a small way to United States and India, countries that had provided them so 

much in terms of opportunities. The Foundation seeks to create an informed 

society, aware of its rights and duties, and attempts to address barriers to an 

equitable and just society. Rakshak seeks to create an Indian free from want, strife, 

ignorance, injustice and corruption where merit is respected and people live in 

harmony helping each other to achieve their true potential. Rakshak chisels out the 

best in their interns and volunteers and fuels their passion for selfless altruistic 

activities working with the experienced, passionate and bright mind of society. 

The intern is a final year engineering student at Visvesvaraya National Institute of 

Technology Nagpur and has a keen interest in understanding the framework of 

different government policies and the topic of this research projects focuses 

mainly on the need for providing a conducive and risk balanced environment to 

promote and encourage the public private partnerships in Indian Railways. The 

intern has tried his best to cover all aspects related to the study of the nature of 

PPP projects focusing mainly on the need for a viable and investor friendly 

agreement between the stakeholders. 
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Executive Summary 
 

The report mainly tracks the evolution of Public Private Partnerships in the Indian 
Railways. Indian Railways as we know is an ancillary unit and not a business house. 
It is a vehicle of inclusive growth, connecting regions, communities, and ports, 
centres of industry, commerce, tourism and pilgrimage across the country. The 
reach and access of its services is continuously increasing and is being improved by 
its integrated team of committed, empowered and satisfied employees by the use of 
cutting edge technology. Railways have two major goals to achieve- firstly they 
need to upgrade technology continuously to bring us at par with the other 
countries of the world; Secondly they need to provide services to the people of 
India at an affordable rate. It becomes nearly impossible to achieve the two goals 
together just by utilizing funds from the budgetary allocation. Here arises the need 
for the private organisations to invest in government projects to reduce the burden 
of expenditure from the government. 
The report initially brings forth the requirement of PPP, the structure of PPP in our 
country, the implementation of PPP in few sectors like highways, civil aviation etc It 
then goes on to discuss few important PPP projects indentified by the Indian 
Railways.  Many of the projects discussed are still to be sanctioned .Due to this I 
could not discuss the financial aspect of the projects but I have tried to provide an 
estimated cost for few of the projects from the resources available online. From 
there on I have tried to analyze the reason for cost overrun in these projects and I 
have tried my best to identify the major areas of risks in these projects. 
In the second half of the report I have focussed mainly on the framework of the new 
concession agreement for Joint Venture projects in Indian Railways. I have made a 
comparative analysis of the new agreement with the existing agreement and tried 
to draw meaningful conclusions from the comparison. On the basis of my analysis I 
have also made a few recommendations which could be incorporated to make the 
agreement more effective. I have tried to analyse the agreement from an investor’s 
point of view; from a banker’s point of view and also from the government’s point 
of view. In the course of my research I understood the importance of a well framed 
concession agreement in any infrastructure project.     
I have tried to the best of my ability to include the findings of my research in the 
most simplified manner in this report and I hope that it would provide an insight to 
the readers into the sphere of policy framework in PPP projects 
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                                                      1. Introduction 

 

1.1 What is PPP? 

       Public Private Partnerships(PPP) is basically a partnership between a public  

sector(Concessioning Authority) and a private sector entity( legal entity with 

51% or more equity  with the private partners) to encourage the creation and 

management of infrastructure for public purpose for a specified period of time 

(Concession Period). 

     Traditionally, infrastructure used to be created by the public sector but 

increasingly all over the world countries are experimenting with different forms of 

public private partnerships. It should be noted that emphasizing on PPP projects 

wherever possible doesn’t imply a blind pursuit of PPPs as the only means of 

implementing infrastructure projects in the country. It is very unlikely that private 

investors would be interested to invest in the remote and backwards part of the 

country. Development of infrastructure in these areas has to rely dominantly on 

public investment. However it is possible to follow the PPP option for many 

projects in roads, airports, ports, power generation and distribution, etc. The 

Central Government has evolved procedures and bidding documents which seek to 

achieve the objectives of transparency and robust competitive bidding for PPP 

projects and has encouraged state Governments to proceed on the same basis.  

 

                                             

               

                             Fig 1.1 Source: IBEF Report on PPP (January 2013) 
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1.2 Need for PPP 

    The most significant criteria for a continued growth rate of an economy rest on 

the provision of a quality infrastructure. According to the Planning Commission an 

approximation of 10 percent1 of the Gross Domestic Product or GDP (as compared 

to 8 percent in FY11) needs to be invested. The 12th Five Year Plan prepared by the 

Planning Commission envisages an infrastructure investment worth USD 1 

trillion1. The investment sectors under consideration are inclusive of 

telecommunications, electric power, water transport, highways, rail, water supply 

as well as civil aviation. 

Such a high investment in infrastructure cannot be sufficed just from the budgetary 

allocation. Accordingly the Planning Commission expects private investments to 

contribute to 50% 1(as compared to 30 percent in the 11th plan) of the total 

infrastructure investments. In order to achieve this, the government is taking a lot 

of efforts to promote PPPs in the implementation of infrastructure projects. 

 

 

 

                          Fig1.2 Source: IBEF Report on PPP (January 2013)  

 

 

 

 

 

                                                           
1
 IBEF Report January 2013 
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  1.3 Structure of PPP Project Process Management in India 

 

 

PERFORMANCE AND COST MONITORING 

Cash inflows and outflows during the Concession period is closely monitored and the 
implementation of the project activities is scrutinized 

SELECTION OF PRIVATE INVESTOR 

Most viable and suitable bid wins and the concession agreement is signed with that investor 

BIDDING PROCESS 

Private investors are allowed to participate in a healthy and competitive bidding process  

PREPARATION OF A CONCESSION AGREEMENT 

Risk sharing forms an important part of these agreements and they ought to be investor 
friendly 

PROJECT DEVELOPMENT STUDIES 

Includes demand assessment , environmental assessment , cost estimates , risk management 
mechanism and financial structuring 

PREPARATION OF INITIAL SCREENING REPORT(ISR) 

The ISR and the project go for approval to the Government/Statutory Authority 

PROJECT IDENTIFICATION 

The need for PPP investment in the sector is analyzed 
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1.4 Prominence of PPP in few sectors 

1.4.1 HIGHWAYS 

India has an extensive road network 3.3 million2 kilometres- second largest in   the 

world. Roads carry 61% of freight and 85% of passenger traffic3.  The National 

Highway network of the country spans about 70,548 kames. The National Highway 

Development Project (NHDP) covering a length of about 54000kms of highways is 

India’s largest road development programme in its history. A total of seven sub-

projects are being undertaken under this (Phase I to Phase VII). To encourage PPP 

in road infrastructure, the government is going to undertake Phase III to Phase VII 

mainly on the PPP route. 

Few other initiatives like 100% FDI , 100% income tax exemption for 10 years 

,loans at low interest rates , and no toll charges for rural roads have been 

undertaken to raise the share of private investments 

 

 

                                

    

                                                           
2
 IBEF Report 2013 

33
 www.infrastructure.gov.in/highways 
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                      Fig 1.3 Golden Quadrilateral (NHDP Phase I and II) 

 

1.4.2 PORTS 

           India has a 75174 km long coastline and 12 major ports4 and 1874 minor 

ports along it. The government has been encouraging private sector participation 

including Foreign Direct Investment in port development since 1990. The major 

areas which have been thrown open for private investment, mainly on Build 

Operate Transfer(BOT) basis , include construction of cargo handling berths , 

container terminals and warehousing facilities , installation of cargo handling 

equipments , construction of dry-docks , ship repair facilities etc. 

FDI up to 100 percent under automatic route is permitted for construction and 

maintenance of ports and harbours. The National Maritime Development 

Programme is a major project of the government for modernization and expansion 

of port capacities. It is expected to bring a total investment of over Rs.50, 000 crore 

in the port infrastructure. Such improvement in port infrastructure will improve 

India’s competitive advantage in the world. 

 

 

            

                   Fig 1.4 JNPT port                                                                Fig1.5  

                                                                                      

 

 

 

 

                                                           
4
 www.infrastructure.gov.in/ports 
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1.4.3 AIRPORTS 

          India has a total of 125 airports of which 11 are designated as international 

airports5. All the 125 airports are owned and operated by the Airport Authority of 

India (AAI). The civil aviation infrastructure in our country needs improvement to 

cater to the increasing needs of traffic in terms of aircraft movement, passenger 

and cargo. Keeping in mind the urgent requirement to meet this enhanced traffic, 

Government is taking steps to increase private participation in developing airport 

infrastructure in our country. 

During the 11th plan the private sector played a major role in the development of 

metro airports through PPP. The development of Greenfield international airports 

at Hyderabad along with the redevelopment of the Delhi International Airport was 

completed during this period6.AAI has identified 15 operational airports for taking 

up operation and maintenance of both terminal and air side through PPP. PPP in 

management and operation of airports is not only preferable for reasons of 

efficiency and superior services but also important for keeping passenger charges 

low, because of the ability of the private entities to raise non-aviation revenues 

that cross-subsidize airport charges 

FDI up to 100% is permissible for existing airports. Government also provides 

100% tax exemption for airport projects for a period of 10 years.  

 

            

                         Fig 1.6                                                                              Fig 1.7 

 

 

 

 

 

                                                           
5
 Infrastructure.gov.in/airports 

6
 Planningcommison.nic.in 
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1.4.4 TELECOM 

           The telecommunication sector has witnessed phenomenal growth during the 

last decade. Growth of mobile telephony has been the most visible indicator and 

catalyst to economic growth. More than 5, 55,000 villages out of more than 6, 

00,000 villages in the country have the benefit of mobile coverage and the 

remaining villages are likely to be covered soon7. The growth of world class 

telecommunication infrastructure in the country has been driven by proactive 

policy initiatives. The National Telecom Policy 1999 recognized that access to 

telecommunication of utmost importance for achieving the social and economic 

goals and help in addressing the developing challenges in our country. 

74% to 100% FDI is permitted to various telecom services and 100% FDI is 

permitted in telecom equipment manufacturing. India has a telecom policy which 

is encouraging to private investors. The key aspects of the policy are: 

1. TRAI as independent regulator 

2. Revenue share model for licenses issued by the government for telecom services  

3. Opening up of National Long Distance (NLD), International Long Distance (ILD) 

and other value added services. 

 

                                   Fig 1.8 Source: 12th Five Year Plan Review  

 

 

 

 

 

                                                           
7
 planningcommisson.nic.in 
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1.4.5 POWER 

        The Indian power sector has attracted significant interest from private 

companies. With a total of 57 projects for a total consideration of USD 13 billion 

this sector accounts for 18 percent of the total value of PPP projects across all 

sectors8. India’s total generation capacity 173,626.4MW of which the private sector 

accounts for the lowest (21.2%)8. Factors such as rapid urbanisation, rural 

electrification and industries across the length and breadth of the country indicate 

the need for additional generation of 75,785 MW which would call for additional 

investment of USD 64.6 billion8.The private sector is expected to contribute to a 

larger extent to achieve this capacity. 

Distribution of electricity is also an area which has been identified under PPP. The 

concessionaire selected through competitive bidding should be responsible for 

maintenance, operation and upgradation of the distribution network and supply of 

electricity to the regulated consumers. 

 

 

 

 

 

 

Fig 1.7 Percent share private in various sectors (SOURCE: IBEF report 2013) 

 

 
                                                           
8
IBEF Report January 2013  
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1.5 Constraints faced in PPP 

 Depending on the prevalent economic scenario the market may or may not 

have the financial standing as well the ability to undertake long term equity.  

 Financial liability of infrastructure projects would not be sufficed. 

  Most sectors face a lot of hindrance in enabling a regulatory framework as 

well as a consolidated policy. So framing a PPP friendly policy is the primary 

and more important step for PPP projects to be successful. 

 Lack of ability of private sectors to fit into the risk of investing in diversified 

projects also needs to be overcome. We need to prepare a conducive 

framework wherein the risks are equally shared between the government 

and the private sector. This would encourage them to invest their money in 

government projects 

 Ability of public institutions to manage the PPP projects should also be 

subdued. Maximizing the returns of stakeholders need to be managed due 

to involvement of long term deals. 

 The bankable infrastructure at times lack the capacity and the credibility to 

finance the private sector 

 Inadequate support to enable greater acceptance of PPPs by the 

stakeholders form another source of constraint. 

 

             

  

STAKEHOLDERS 
IN A PPP 

Government 

Private 
investors 

Financial 
institutions 

Foreign 
investors 

(in case of 
FDI) 
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2.   PPP IN RAILWAYS – AN INTRODUCTION 

 

2.1 Brief history of Indian Railways 

In 1846, there was a major failure of cotton crop in America. Following this, textile 

merchants at Manchester and Glasgow in Great Britain had to seek alternative 

markets. It was then that traders in the UK turned their attention on the cotton crop in 

India, one of British colonies then, rich in cotton crop. However, cotton was produced 

in various parts of the Indian sub-continent and it took days to bring it to the 

nearest port to transport it to England through ships, the only major means of 

international communication then. The British then had to build a link from the 

hinterland to India’s major ports for quicker transport of cotton and other goods as 

demand soared. This expedited matters for the British to introduce a railway in 

India.
9
 

The first railway on Indian sub-continent ran over a stretch of 21 miles from 

Bombay to Thane. The idea of a railway to connect Bombay with Thane, Kalyan 

and with the Thal and Bhore Ghats inclines first occurred to Mr. George Clark, the 

Chief Engineer of the Bombay Government, during a visit to Bhandup in 1843. 

The formal inauguration ceremony was performed on 16th April 1853, when 14 

railway carriages carrying about 400 guests left Bori Bunder at 3.30 pm "amidst 

the loud applause of a vast multitude and to the salute of 21 guns." The first 

passenger train steamed out of Howrah station destined for Hooghly, a distance of 

24 miles, on 15th August, 1854. Thus the first section of the East Indian Railway 

was opened to public traffic, inaugurating the beginning of railway transport on 

the Eastern side of the sub-continent. 

In south the first line was opened on 1st July, 1856 by the Madras Railway 

Company. It ran between Vyasarpadi Jeeva Nilayam (Veyasarpandy) and Walajah 

Road (Arcot), a distance of 63 miles. In the North a length of 119 miles of line was 

laid from Allahabad to Kanpur on 3rd March 1859. The first section from Hathras 

Road to Mathura Cantonment was opened to traffic on 19th October, 1875.10 

These were the small beginnings which is due course developed into a network of 

railway lines all over the country. By 1880 the Indian Railway system had a route 

mileage of about 9000 miles.9 

Today India has the world’s fourth largest network spanning over 64000 km. 

                                                           
9
 http://www.dnaindia.com/blogs/post-the-complete-story-of-indian-railways-1822868 

10
 Indianrailways.gov.in 
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2.2 Need and Scope of PPP 

The investment of the government in Railways has been increasing over the years 

 

The freight volume has also seen a substantial increase. 

  

The passenger traffic also saw a considerable increase during this period. 
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To handle this increasing passenger and freight traffic there is urgent need for 

capacity augmentation and improving the infrastructure of railways. 

The Indian Railways sector requires an investment of USD 97.2 billion under the 

12th Five Year Plan, of which Indian Railways is expected to raise USD 18.7 billion 

and the remaining is likely to be funded through PPP11. To increase the revenue 

the Indian Railways has hiked the passenger fares by 14.2% and freight charges by 

6.5% effective from 20th June 2014. Although this move of the government is seen 

as unjustified by few but it was necessary to cope up to the increasing need of 

world class infrastructure. 

 

WHY PPP IS DIFFICULT IN RAILWAYS? 

In other sector PPP projects: 

 Implementation gives control to private concessionaire over design, 

construction, maintenance, operation and revenue collection. 

 Reasonable control over business with non- competing facilities. 

 Facilities are generally standalone 

 

In railways: 

 Rail connectivity is a part of the network with train operation being a network 

activity. 

 By policy Indian Railways (IR) is the only train operator. 

 Private Operation on IR network is not possible. 

 Maintenance on passenger intensive lines generally not given to concessionaire 

on safety issues. 

 Tariff freedom cannot be given. 

 Competing facilities can enhance traffic risks. 

 Shortage of rolling stock or congestion on IR network will impact project 

viability. 

 

 

 

 

                                                           
11

 IBEF Report January 2013 
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2.3 THE NATIONAL RAIL VIKAS YOJNA 

 

Considering the importance required to be given to development of rail 

infrastructure in our country, the Government of India has conceived a massive 

investment plan for the rail sector to eliminate capacity bottlenecks on Golden 

Quadrilateral and Diagonals to provide strategic rail communication links to ports, 

construction of mega-bridges for improving communication to the hinterland and 

development of multi-modal transport corridors. This initiative has been given the 

name of National Rail Vikas Yojna. Hon’ble Prime Minister announced the Yojna in 

his speech delivered on the Independence Day in 2002 and formally launched it on 

26th December, 2002. National Rail Vikas Yojna comprises the following 

investment planning components: 

 

1. Strengthening of the Golden Quadrilateral and Diagonals connecting the four 

metro cities i.e. Delhi, Mumbai, Chennai and Kolkata. 

2. Providing Rail based port connectivity and development of corridors to 

hinterland including multi-modal corridors for movement of containers. 

3. Construction of four mega bridges at Patna and Munger on river Ganga, at 

Bogibeel on river Brahmaputra and at Nirmali on river Kosi. 

For this purpose the Ministry of Railways created a Special Purpose Vehicle (SPV), 

the RAIL VIKAS NIGAM LIMITED to undertake project development, mobilization 

of financial resources and implementation of selected Railway projects on a fast 

track basis. 

 

2.4 RAIL VIKAS NIGAM LIMITED 

RVNL’s vision has been to make Indian Railway free of capacity constraints and to 

generate transport capacity ahead of demand. It has been created to undertake 

project development, mobilization of financial resources and implement projects 

pertaining to strengthening of Golden Quadrilateral and Port connectivity. It is the 

first major non-budgetary initiative for creating rail transport. In terms of legal 

status, RVNL is a Railway Administration under Railways Act, 1989. 

RVNL’s role is that of a developer, who develops the project to enable non-

budgetary funding, mobilizes financial resources and executes the project. The 
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project is offered to railways for train operation and maintenance under the 

specific financial arrangement. 

 

RVNL is assigned the following functions: 

 Arranging financial resources for the project. RVNL is authorized to approach 

the Financial Institutions, Banks, Domestic Market and the bilateral and 

multilateral funding agencies. 

 Undertaking project development and execution of works. 

 Creating project specific SPVs for individual works. [ Creating an SPV is an 

efficient and faster mode of executing PPP projects] 

 Commercialization of projects wherever considered necessary and feasible. 

 The concerned Ronal Railways will undertake the operation and maintenance 

of the Railway Projects on completion of their execution by the RVNL under a 

specific financial arrangement. 

 For providing a revenue stream to RVNL, the projects may be done by RVNL on 

BOT concept, where Ministry of Railways is to pay Access Charge/User Charge. 

 

RVNL aims to achieve the following missions: 

 Creating state of art rail transport capacity to meet growing demands. 

 Executing projects on a fast track basis by adopting international project 

execution, construction, management practices and standards. 

 To make project implementation process, efficient both in terms of time and 

cost. 

 Adhering to sound business principles and prudent commercial practices to 

emerge as India’s top rail infrastructure PSU. 

 To implement rail infrastructure project on commercial format through various 

Public Private Partnership models. 

 To achieve international quality standards through innovations. 

 To achieve project completions in target time and with best quality. 

 Involving private sector in financing the construction of projects and 

development of efficient models of PPPs with joint venture SPVs with equity 

participation by Strategic and Financial Investors including funding options 

from external multilateral agencies like the Asian Development Bank. 
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Amidst all these, the risks faced by RVNL form an important part of planning. It is 

necessary to mitigate the risks so as to achieve the goals and objectives RVNL is 

desired to achieve. Few areas of risk identified by RVNL and the mitigation 

measures are as follows: 

RISKS MITIGATION MEASURES 

Delay in approval of plans and 

freezing of scope 

The Concession agreements have been 

modified to contain a set of Conditions 

Precedent which include approval of 

plans and these conditions need to be 

fulfilled before the start of project as 

an obligation. As far as freezing of 

scope is concerned, a provision for 

enabling Change of Scope as per 

requirement has been provided in the 

new agreement. 

 

Time and Cost over-run risks in 

implementation of projects 

 

 

The factors leading to time and cost 

over-run need to be assessed and 

suitable clauses should be introduced 

in the project agreements to reduce 

this risk and share the risk of Force 

Majeure events equally among the 

stakeholders.  

Risk of dependency on Indian 

Railways. 

A symbiotic relationship has to be 

developed between the RVNL and the 

Indian Railways so that the flow of 

project management and execution 

ideas take place both ways and 

collective decision regarding projects 

is made. 
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  3. SIGNIFICANT PROJECTS UNDER PPP IN RAILWAYS 

3.1 DEDICATED FREIGHT CORRIDOR 

 WHY A DEDICATED CORRIDOR? 

As seen earlier the freight traffic in India has seen a very considerable increase 

over the years. The Indian Railway quadrilateral(Golden Quadrilateral)  linking 

the metropolitan cities of Delhi Mumbai Chennai and Howrah and its two 

diagonals (Delhi-Chennai) and (Mumbai-Howrah) adding up to a total route 

length of 10,122km carry more than 55% of revenue earning freight traffic of IR12. 

Railways are cost effective and environment friendly but still we can observe that 

there is a paradigm shift from Railways to Road transport due to capacity and 

efficiency constraints in the freight segments. The existing routes of Howrah-Delhi 

on the Eastern Corridor and Mumbai-Delhi on the western corridor are highly 

saturated .The increasing power needs, requiring heavy coal movement, booming 

infrastructure construction and growing international trade has led to the concept 

of Dedicated Freight Corridors along the Eastern and Western routes. 

 WHO WILL CONTROL IT? 

For construction, operation and maintenance of dedicated freight corridors the 

Ministry of Railways has established a SPV (Special Purpose Vehicle) named 

“Dedicated Freight Corridor Corporation of India Limited”. 

 WHAT IS THE COST OF THIS PROJECT? 

The project cost for both the corridors was initially estimated by RITES (Rail India 

Technical and Economic Service) in January 2007 as Rs.28000 crores. After a 

study by the Japan International Co-operation Agency, the cost was revised to 

about Rs.37000 crores in October 2007. Again with revised costs of 2009 the two 

corridors were required to cost Rs.54000 crores. The project completion cost in 

2017-18 would be around Rs.80000 crores.12 

 WHO WILL FUND?  

The project will be funded by a combination of debt from bilateral/multilateral 

agencies, equity from Ministry of Railways and Public Private Partnerships. The 

proposed corporate entity would provide the rail infrastructure but not itself 

                                                           
12

 http://www.dfccil.gov.in/dfccil_app/About_Us.jsp 
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engage in freight business. (Except that the cost incurred on reserved services will 

be paid to the MOR from the revenue earned from freight business) 

 SALIENT FEATURES OF THE PROJECT 

 

1. World Class and state-of-the art technology 

2. Significant improvement in carrying capacity 

3. Higher load withstanding capacity at high speeds 

4. Enlargement in the dimension of rolling stock 

5. Longer and heavier train can ply on the Dedicated Corridors 
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3.2 ELEVATED RAIL CORRIDOR 

 WHY AN ELEVATED CORRIDOR? 

Mumbai has the most overloaded rail systems in the world. It is spread over 319 

route km and operating more than 2300 trains daily. The existing corridor is 

about 60 km long from Virar to Churchgate with 28 stations. Non-air-conditioned 

of 9/12/15 coaches run for about 20 hours a day. The train are usually over-

crowded much beyond their rated capacity. The annual growth rate in passenger 

movement has caused a serious need to augment the capacity along this route. 

Lateral expansion by way of laying additional tracks along the main track is also 

not feasible due to non-availability of land. The Ministry of Railways has therefore 

planned a two track elevated corridor with a capacity of 90,000 Peak Hour Peak 

Direction Traffic along Churchgate Virar section.13 

 

 WHO WILL CONTROL IT?  

The Ministry of Railways is planning to do this project with the help of the state 

government and private partners on a Design Build Finance Operate Transfer 

(DBFOT) Basis. The infrastructure companies which have shown interest in this 

projects are- Reliance Infrastructure , Gammon India , Larsen and Toubro 

,Infrastructure Leasing and Financial Services Limited(IL&FS), GMR 

Infrastructure Ltd. , Siemens AG , and Tata Realty and Infrastructure. 

 

 COST OF THE PROJECT 

There have been a lot of issues with the cost of this project due to delays in the 

sanctioning of the project caused due to issues related to Floor Space Index (FSI), 

shifting of underground utilities and commercial utilization of land. Starting with 

an initial cost estimate of Rs.15000 crores, the cost has scaled up to around Rs. 

22500 crores. 

 

 SALIENT  FEATURES 

1. Introduction of air conditioned services would help in addressing twin issues of 

capacity constraint as well as non availability of high quality travelling comfort 

to the commuting public. 

2. It will reduce traffic duration and power blocks 

3. A design speed of 100km/hr is proposed 

4. Running of services for 19 hours with a station dwell time of 30 seconds 
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3.3 HIGH SPEED RAIL CORRIDOR (Mumbai Ahmadabad Route) 

 

 WHY A HIGH SPEED CORRIDOR?  

To compete in this world where every country is moving towards development at 

a rapid pace, it is imperative to upgrade to the latest technology available till the 

extent possible. As far as rail infrastructure is concerned, just adding to the 

available lines and augmenting the capacity wouldn’t suffice in a world where 

countries like Japan, China, and Korea are upgrading their rail infrastructure at a 

rapid pace. In order to achieve this India and Japan have signed a Memorandum of 

Understanding to undertake a joint feasibility study of a High Speed Rail Corridor 

between Mumbai and Ahmadabad.  

 WHO WILL CONTROL IT? 

The Ministry of Railways is going to implement this project along with the French 

Railways with support of the French Ministry. Japanese International Co-

operation Agency (JICA) along with French Railways conducted the feasibility 

study of the project 

 COST OF PROJECT 

The project is estimated to cost around Rs.63000 crores for a length of 543km14. It 

will be implemented on a PPP basis with Government of Maharashtra and Gujarat 

as the major stakeholders. Ministry of Railways has approved a study by the 

French Railways supported by the Government of France to prepare a business 

model for the high speed rail link. 

 SALIENT FEATURES 

1. Estimated travel time is 2 hours as compared to 6 hours. 

2. Maximum speed expected is 320km/hr 

3. 30 percent less land requirement in comparison to expressways carrying the 

same capacity 

4. These trains are highly fuel efficient. 

5. Energy requirement is very less as compared to private cars and airplanes. 
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 http://timesofindia.indiatimes.com/city/mumbai/Mumbai-Ahmedabad-high-speed-corridor-
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3.4 REDEVELOPMENT OF STATIONS 

 

The Indian Railway Station Development Corporation Limited has been created as 

a Joint Venture of Ircon International Limited (a Govt of India undertaking under 

Ministry of Railways) and Rail Land Development Authority with a share capital of 

100 crores to develop identified Railway Stations across India with primary 

objective of augmenting and improving passenger related amenities at stations 

 

Main objectives are: 

 To develop existing railway stations 

 To undertake projects for development of Real Estate on railway/government 

land 

 To facilitate commercial utilization of Railway Land 

 To undertake planning , designing, development and financing of projects 

 To carry on development of railway stations on Build Operate Transfer (BOT), 

Build Own Operate Transfer (BOOT) basis. 

 To develop self-sustainable railway stations in the country with high 

standards of safety, comfort, user friendly passenger amenities. 

 Adopting the best technological practices 

 

 

Examples of few identified projects are: 

Anand Vihar; Bijwasan; Chandigarh; Habibganj; Shivaji Nagar 

A revised master plan is under way for the development of New Delhi Station .In 

this regard a fresh traffic study to ascertain likely footfalls at the station have been 

recently completed by RITES. 

 

 

 

 

 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 26  
  
 

3.5 PORT CONNECTIVITY PROJECTS 

Port Connectivity Projects are those which connect the Ports to the strategic 

consumers of the goods received at the ports. As the stakeholders in such projects 

are fixed they are generally undertaken through the Joint Venture Route. 

The salient features of such projects are: 

 Partnership with Strategic Partners for equity and formation of company. 

 Debt is raised on a pre-determined debt-equity ratio. 

 Project execution with assured funding under a construction agreement with SPV 

 Apportionment of revenue on pro-rata distance basis. 

 Expenses recovered from SPV on a fixed or variable cost basis. 

 Asset to be transferred to Ministry of Railways after shareholders get the 

required return of investment.  

 

The role of the Government in such projects is to: 

 Arrange clearances, land acquisition and Project Development 

 Fixing Design parameters 

 Bear cost of passenger train operation  

 Collect revenue and then apportion 

 Part Equity Payment 

 

Few examples of Port Connectivity projects are: 

PROJECT NAME COST 
* 

Kms RAILWAY 
EQUITY* 

NON 
RAILWAY 
EQUITY* 

DEBT* 

Surendarnagar - 
Pipavav 

373 267 98 98 177 

Haridaspur-Paradip 1560 82 133.2(being 
raised to 
168.2) 

141.8 1250 

Bharauch- Dahej 395 66 55 100 235 

Hassan- Mangalore 293 183 45 67 181 

Anugul-Sukinda 1052 95.16 189 231 632 

*All figures in crores 
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 4. IMPORTANCE OF RISK MANAGEMENT AND RISK BALANCING 

RISKS: 

For a railway project, there are a lot of uncertainties arising due to political, social 

and technological reasons which cause a delay in the implementation of projects 

and thereby causes a huge increase in the project cost. These uncertainties are 

termed as risks. They are basically technical, financial, social and political in 

nature. All the types of risks have a very complicated interplay and they play a 

major role in the success of a rail project. The concession agreements prepared for 

the projects play a major role in balancing and sharing of risks among the 

stakeholders and hence before any PPP project it is necessary to frame a PPP 

friendly agreement. 

COST OVER-RUN: 

Due to delay in project implementation due to various reason, the cost of a rail 

project increases to a high extent. Few reasons for this have been stated below 

along with the suggested mitigation measures to prevent them.  

         
          REASON FOR COST OVER RUN 

           
               SUGGESTED MEASURE 

 
Delay in finalization of detailed engineering 
plans and release of drawings. 

 
 An Indecent Engineer should be 

appointed to prepare the scope and 
conceptual engineering plans before 
bidding 

 Environmental and other related 
surveys need to be carried out before 
bidding 

 All the design criteria, procedure, 
specifications and processes with clear 
responsibilities need to be specified in 
the concession agreement. 

 There should be a system of penalty to 
be imposed for not abiding to the 
procedure mentioned in the agreement 

 
Inflation during project duration 

 
 The project cost estimate should 

include the estimated cost rise due to 
inflation during the concession period 
based on Wholesale Price Index(WPI) 
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 Even after this if there is some 
variation in the project cost then this 
rise is unavoidable and the 
stakeholders ought to share this risk of 
price rise equally among themselves 
and  the manner in which it would be 
shared should find a mention in the 
concession agreement 

 
Increase in cost of land acquisition 

 
 The delay in securing licenses and 

permits sometimes causes a delay in 
land acquisition. The government has an 
obligation to facilitate the procurement 
to licenses as soon as possible 

 A definite period ought to be mentioned 
in the concession agreement for 
obtaining licenses. The price rise during 
that period has to be incorporated in the 
project cost. 

 Any further delay need to be properly 
assessed by an Independent Auditor 
and the cost rise shared among 
stakeholders. 

 
Change in scope or delay in finalization of 
scope 

 
 The scope of the project is the most 

important aspect of a concession 
agreement. It contains the obligations 
and interfaces of the concessionaire and 
the concession authority. 

 In the course of the project, there might 
be an unavoidable requirement to bring 
in a change in scope. The agreement 
should provide for such a change in 
scope of project. 

 Efforts should be taken to complete all 
the preparatory works in order to avoid 
any change in scope. 

 
Lack of communication with local authorities 
resulting in delays in permissions 

 
 There is need to appoint Chief Project 

Managers at appropriate locations to help 
co-ordinate communication between 
contractors and local authorities. 

 Also regular co-ordination and follow up 
with the government is necessary to 
ensure that the licenses are secured in 
time 
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5.CONCESSION AGREEMENTS : A CASE STUDY 

 
6.1 Importance of Concession Agreements 

 

A Concession Agreement is a set of rules, obligations and guidelines to be followed 

by the stake holders during the concession period. It also contains the scope of the 

project and terms and conditions for termination of contract and many such 

important aspects which are of priority for the successful completion of the project. 

A well framed concession agreement is one which balances the risks involved in 

projects efficiently. A mis-framed agreement can lead to lots of problems like 

increase in project cost, termination of project, and delay in execution among many 

others. Hence it is importance to frame the agreement properly. 

 

 

5.2 Comparative Analysis of Concession Agreements 

For the purpose of understanding the aspects covered in the concession 

agreement, a comparative analysis has been done between an old joint venture 

concession agreement (HPRCL project) and the new joint venture concession 

agreement introduced by the Indian Railways. The changes brought about in the 

new agreement and its importance has been tabulated below: 

OLD AGREEMENT NEW AGREEMENT 

 

BASIC FRAMEWORK: 

Not well structured, difficult to locate 

important terms as the topics are not 

well organised. 

 

 

 

 

 

 

 

BASIC FRAMEWORK: 

The topics are well indexed and 

structured doing away with the 

difficulty of comprehending the 

agreement. The terms have also been 

made elaborate and clear to avoid 

any doubts. 
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No set of Conditions Precedent 

present and this might cause a delay 

during project execution 

 

A set of Conditions Precedent has 

been included in the new agreement. 

It puts forth a list of conditions which 

needs to be fulfilled by the 

Concessioning Authority as well as 

the Concessionaire before the 

agreement comes into force. It 

includes procurement of Right of 

Way, approvals from concerned 

authorities, permits, Escrow 

Agreement and substitution 

agreements among many others. 

 

 

The obligations of the concessionaire 

and the concessioning authority are 

not categorized well. It is a 

cumbersome process to segregate and 

locate the important obligations 

thereby. 

 

 

 

 

The obligations are listed in a proper 

manner and categorized well as 

follows: 

 Obligations relating to Project 

Agreements 

 Obligations relating to Change in 

Ownership 

 Obligations relating to 

Shareholding of MOR 

Such categorization of obligations 

makes it relatively simpler to 

interpret the agreement. 
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The period of concession has been 

defined in terms of the period 

required to attain the rate of return of 

say x%. This poses a financial risk 

towards the financial authority as the 

joint venture is diluted after the end 

of concession period. 

 

The period of concession has been 

defined in terms of number of years 

and the joint venture will be diluted 

only after the end of the fixed 

number of years. 

 

No mention of any dedicated account 

to maintain cash flow during the 

project period. 

 

It provides for the creation of an 

Escrow account to maintain cash 

flow during the project period. This 

ensures that the revenue obtained 

from the project is not diverted into 

other activities and thus helps to 

maintain proper accounts. 

 

 

No mention of provision of 

Performance Security. 

 

 

It provides for a clause for 

Performance Security whereby the 

Concessionaire shall, for the 

performance of its obligations during 

the project period provide to the 

Concessioning Authority an 

irrevocable and unconditional 

guarantee from a Bank.  

 

 

The Operation and Maintenance 

Costs were calculated as an User Fee 

depending upon the project and it 

varied between 45 to 55 percent of 

the apportioned revenue. 

 

 

The variation in the Operation and 

Maintenance cost was done away 

with by making the User Fee equal to 

50 percent of the apportioned 

revenue for all purposes  
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No provision for any Independent 

Authority for approving of 

engineering drawings and other 

related project details. 

 

 

It provides for an Independent 

Engineer who would be given the 

right to approve the engineering 

drawings and would be required to 

submit the details about the progress 

of the project from time to time. 

 

No provision for any Completion 

Certificate. 

 

It provides for a Completion and 

Safety Certificate and thereby defines 

a Commercial Operation Date as the 

date on which the certificates have 

been issued 

 

 

No provision for a Substitution 

Agreement. 

 

 

 

 

 

There is a provision for a 

Substitution Agreement which 

enables substitution of ownership for 

the joint venture project. 

 

No categorization of “Reserved 

Services” 

 

 

 

Obligations of the Concessioning 

Authority (in this case the Ministry of 

Railways) relating to “Reserved 

Services” find a mention under a 

separate article. It includes activities 

like locomotion of trains, providing 

wagons, fixing of tariff etc. 
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The Force Majeure activities or the 

unavoidable circumstances which 

cause a delay in project execution are 

not properly classified and are 

mentioned randomly. 

 

The Force Majeure activities are well 

classified under Non-political events, 

Indirect Political Event, Political 

Event and this classification provides 

a much clearer idea of the mitigation 

measures and risk management 

which ought to be implemented to 

prevent delay. 

 

Safety Requirements during the 

project period do not find specific 

mention in this agreement. 

 

Safety during project period has been 

given high priority and a set of 

Guiding Principles and Obligations 

have been provided for it in the new 

agreement. 

 

 

Overall the old agreement was not 

well structured and lacked mention 

of important aspects related to the 

project. 

 

 

 

 

The new agreement is complete in all 

respects and depending on the new 

requirements which come up from 

time to time there might be a scope 

for further development in it. 
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                                6. RECOMMENDATIONS 

 

1. For port connectivity projects, traffic forecasting needs to be more realistic and 

the agency appointed for this job should be under regular scrutiny. 

 

  

The above graph shows that the projected traffic in the initial years of the PRCL 

project were unrealistic. Traffic forecasting should be more realistic with greater 

accountability. 

2. The traffic guarantee clause needs to be reviewed to ensure that it meets the 

requirement of the projects. 

3. The types of commodities which come under freight traffic needs to be diversified. 

4. The monopolistic nature of Indian Railways sometimes acts as a hindrance in the 

PPP regulatory framework.  

5. Privatisation of railways does not mean freight and fare increase. On the contrary 

with proper regulation, increased competition can drive down costs and lead to 

greater operational efficiencies. 

6. Creation of SPVs should be promoted as they enable to have a better control over 

the projects. 

7. The successful IRCTC model has shown time and again that the Railways should 

concentrate on what it does the best – manage the railway operations and exit all 

the peripheral activities. 

8. The operation and maintenance costs need to be calculated on a much more 

transparent basis and use of IT need to be promoted to display monthly 

apportionment on the online platform. 
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9. Project identification and execution should be collectively done by the Rail Vikas 

Nigam Limited and Indian Railways rather than the IR alone. 

10. The Ministry of Railways should concentrate of completing the already sanctioned 

projects rather than taking up new projects. This would enable proper cash flow 

and would not stall the growth of the organisation.  

 

PPP finds a significant mention in the annual budget (2014-15) presented by the 

Minister of Railways. Few salient features are: 

 Private investment in Rail Infrastructure through Domestic and FDI 

 Focus on encouraging development of locomotives, coaches and wagon leasing 

market. 

 Food courts at stations through PPP mode. 

 Exploring the possibility of building boundary walls around stations through 

PPP mode. 

 Focus on Mumbai Ahmadabad High Speed Rail corridor project. 

 A provision of Rs. 100 crores for the high speed project. 

 Extension of Dual Display Fare Repeaters through PPP. 

 Focus on port connectivity projects on BOT basis 

 Focus on station development through PPP mode. 

 Provide foot-over bridges, escalators and lifts at all major stations. 

 Independent Rail Tariff Authority set up to advise on fixing of fares and freight 

rates 

 Parcel traffic to be segregated to separate terminals to make passenger traffic 

unhindered. 

 Solar energy to be tapped at major stations. 
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7. CONCLUSION 

Indian Railways is one of the premier infrastructural wings of the economy 

combining all major functions of a conventional Railway system. It builds and 

maintains infrastructure assets like track, electric traction, signalling systems, 

stations/terminals etc. Apart from operating goods and passenger trains, it 

operates suburban trains in various metros. It manufactures locomotives, coaching 

stock, wagon and components of rolling stock like wheel and axle .It is also 

involved in ancillary activities like catering, tourism etc. This vastness of the Indian 

Railways brings in a lot of complexity in the regulatory framework and this results 

in a difficulty in implementation of PPP projects in railways. 

Through this report we got a comprehensive idea of the nature of PPP in India. Its 

scope in few sectors. We also had a brief overview of the significant PPP projects of 

the railways. We then went on to see the most important aspect of PPP projects 

which is risk sharing and management wherein we analyzed few reasons of cost 

over- run and saw the measures which can be implemented to prevent cost over-

run. In the latter half we had an idea of few aspects covered in the Concession 

Agreement through a comparative analysis between the new JV agreement and the 

existing one.    

Thus, it can inferred that the proper risk identification and management and an 

efficient and PPP friendly framework of concession agreements form the backbone 

of a successful PPP project. PPP received a great impetus in the recent rail budget 

for the year 2014-15. People of India have been shown dreams of high speed trains 

and world class rail infrastructure. To make this a success the Indian Railways has 

to concentrate on resource mobilization and optimisation and create an 

environment conducive for public private partnerships. 
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                                            8. MEETINGS AND DISCUSSIONS 

SHRI MUKUL MATHUR, EXECUTIVE DIRECTOR, TRAFFIC/PPP, INDIAN RAILWAYS 

DATE: 27th May 2014 

TIME: 17:00 

DURATION OF DISCUSSION: 1 hour 30 minutes 

DISCUSSION: 

 Brief discussion about the nature of PPP in Indian Railways. 

 Discussed about few important projects like the port connectivity 
Projects which have been successfully implemented as a Joint Venture 
Between railways and private groups. 

 Understood the need for Joint Venture projects in port connectivity 
rather than open bidding to secure the interest and provide sufficient 
incentives to strategic consumers. 

 Discussed in brief about viability gap funding and the need and 
Method by which projects are made viable for the potential stake 
holders which include the government, the private group and the 
financial organizations like the banks. 

 We had an extensive discussion on the different types of risks in a joint 
venture and the importance of risk balancing in order to optimize the 
project cost and make it more viable. 

 Understood in brief the basic three aspects of a PPP project which are 
1)Finance 2) Risk Management 3)Increasing the efficiency 

 Concluded that there has to be clarity from the perspective of the 
Investors as well as the bankers before execution of any PPP project 
and this clarity can be provided by proper framing of agreements by 
the government. 

 IMPORTANT STATEMENT: “Indian Railways is an ancillary unit and 
not a business house” 
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SHRI MUKUL MATHUR, EXECUTIVE DIRECTOR, TRAFFIC/PPP, INDIAN RAILWAYS 

DATE: 10th June 2014 

TIME: 17:45  

DURATION OF DISCUSSION: 45 min 

DISCUSSION: 

 Understood the importance of two aspects of the agreement: 
1) Conditions Precedent: They are the set of conditions for the 
MOR (Ministry of Railways) and the Concessionaire which are required to 
be satisfied before entering into the concession agreement. 

 2)Escrow Account: A dedicated account to ensure that the cash inflow is 
secured and upon maturity it can be encashed by the party concerned. 

• I also got it confirmed from him that my approach towards the project was 
right. 

 
 

MR. V.S. SIVASUBRAMANIAN, SR. MANAGER (HR & ADMIN), PRCL 
 
DATE: 28th June 2014 
TIME: 10:30 
DURATION OF DISCUSSION: 2 hours 30 minutes 
DISCUSSION: 

 PRCL was the first joint venture of Indian Railways. 

 The SPV was to undertake execution of gauge conversion and new line 
extension from Surendranagar-Rajula City-Pipavav port(270 Kms) 

 While the gauge conversion project was already sanctioned , the work was 
moving very slowly due to paucity of funds 

 Since Gujarat Pipavav Port Limited wanted an urgent connectivity to the port, 
they approached the railway ministry for a joint venture with 50:50 
partnerships. 

 MOR and GPPL contributed Rs.100 crores each towards equity and balance 
Rs.173 crores was raised by PRCL through a non-recourse debt. 

 As regards the risk profile of the SPV, there was hardly any construction risk as 
Western Railway did work at its own pre-estimated cost. 

 The project company was guaranteed 1 million tonne for first year, 2 million 
tonne for second year and 3 million tonnes for the consecutive years. But they 
got 0.39 million tonne for the first year, 0.88 million tonne for the second year 
and 1.57 million tonnes for the next year. 

 Although there was a traffic guarantee scheme in place still, traffic guarantee of 
GPPL was not encashed by the railways due to future potential of traffic 
expected after modernization. 

  The Ministry of Railways regulates tariff fixing; the same is collected by the 
Railways and apportioned to the project company. There is always a delay in 
providing this apportionment due to technical reasons 
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MR.VINAY KUMAR SINGH, CEO, HIGH SPEED RAIL CORPORATION OF INDIA 
  DATE: 4th July 2014 

  TIME: 17:00 

  DURATION: 30 mins 

  DISCUSSION: 

 I had read the annual report of RVNL for the period 2012-13 and few risks 

parameters which I found out were: 

1. Delay in approval of plan or freezing of scope.                                                                                                                   

2. Arbitration Claims 

3. Legal Compliance Risk  

4. Time and Cost Over-run 

5. Delay in Land Acquisition 

6. Dependency on Indian Railways 

 I discussed these risk parameters with him briefly.  

 I understood that the increase in cost due to delay caused is borne by the 

Ministry of Railways and hence the effect of these risks is minimal for RVNL. 

 The projects undertaken by RVNL are allotted by the Ministry of Railways. The 

task of project identification is taken up by the Ministry of Railways whereas 

RVNL is just the executive body with not much power of identification. 

 On e problem which was pointed out by him is that the Operation and 

Maintenance cost payment was not based on actual calculations.  
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                     “The highest measure of democracy is neither the 

‘extent of freedom’ nor the ‘extent of equality’ but 

rather the highest measure of participation.” 

- A.D. Benoist 

 

Rakshak Foundation creates awareness domestically and internationally 

about the rights and responsibilities of citizens towards the society and 

state. Rakshak engages in and supports social and scientific research on 

public policy and social issues. 
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Website: www.rakshakfoundation.org 
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