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China Infrastructure Programme background
This was a three year programme between China and the UK which ended in October 2021.
The programme brought together international and Chinese expertise to increase the
sustainability, quality and commercial viability of Chinese-led, growth-enhancing infrastructure
in Africa and Asia and increase access to private capital.
A key aspect of this programme was joint UK-China working to promote the application of best
practices to improve the quality of infrastructure delivery across the project lifecycle in
developing countries. Through collaboration, the aim was to increase the participation of
international private capital and create opportunities for UK, Chinese and international
businesses.

Geographic coverage
The programme was funded by the British Embassy Beijing. the programme was targeted at
ODA eligible countries (e.g. lesser developed markets).
The geographic focus of the programme was in developing African and Asian countries.
However, a number of recommendations, particularly in relation to the development, financing,
and delivery of high quality infrastructure projects also apply to other markets The countries
selected for analysis in this report have been selected to provide a mix of countries across
these regions.
Certain reports refer to experience from developed markets where there are relevant lessons
for African and Asian countries. However, they do not cover the detailed procurement practices
or issues faced by Chinese State Owned Enterprises (SOEs) in these markets.

Infrastructure project lifecycle
The programme supported changes across the project lifecycle as set out below. This is critical
to increasing the sustainability, quality and commercial viability of projects.

Purpose of the technical assistance reports
The China Infrastructure Programme was designed to bring together International and Chinese
expertise to increase the sustainability, quality, commercial viability and bankability of Chineseled, growth-enhancing infrastructure in Africa and Asia.
The programme has now closed. One closure activity was to make certain Technical Assistance
Reports produced by the programme publicly available to Chinese and other organisations
involved in overseas infrastructure development and financing.
The Reports are hosted on CHINCA’s website.
This introductory document provides brief descriptions of each report and maps them to stages
of the project lifecycle.

Intended audiences
The primary audiences for the Reports are :
a) Chinese SOEs engaged or interested in delivering infrastructure projects in Africa and
Asia (and also with potential applicability to other markets);
b) Chinese financial institutions and investors involved in financing and/or investing in
Chinese infrastructure projects in overseas markets; and
c) Policy-makers and regulators in China who are involved in activities relating to Chinese
infrastructure projects in overseas markets.
The Reports may also comprise useful reference documents for:
a) International and British companies and financial institutions engaged or interested in
international-China infrastructure cooperation in developing markets, particularly Africa
and Asia; and
b) The broader community of international infrastructure experts.

Important Notice
The Technical Assistance Reports as detailed within this introductory document were produced
under the UK-China Infrastructure Programme and were created based on information
available at the time of creation of these Reports.
The reports remain under the ownership of UK Government which reserves the right to
separately distribute copies of the report.
You agree to use the contents of the Reports in a way that does not restrict or inhibit the use
and enjoyment of this site by anyone else. The UK Government can change or remove content
at any time without notice.
You agree to release the UK Government from any claims or disputes that may come from
using these Reports.
The UK Government does not give any guarantees, conditions or warranties about the accuracy
or completeness of any content used by these Reports.
Views expressed do not necessarily reflect Foreign Commonwealth and Development Office's
official policies
You should get professional or specialist advice before doing anything on the basis of the
Reports.
The UK Government is not liable for any loss or damage that may come from using the Reports.
This includes:
any direct, indirect, or consequential losses; and
any loss or damage caused by civil wrongs (‘tort’, including negligence), breach of contract or
otherwise.
This applies if the loss or damage was foreseeable, arose in the normal course of things or you
advised us that it might happen.
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1

Introduction

1.1

Background
Advisors typically play an important role in the development, structuring and completion of internationally
privately financed infrastructure projects. The advice is provided throughout the project lifecycle with a focus
on ensuring the project is structured to a high quality that will meet the requirements of international capital
providers.
Often private capital is only approached to finance a project when key documentation has been agreed e.g. a
project agreement between the public and private sectors. This creates a risk that terms are agreed, or the
project is structured in a way that cannot be accepted by private capital. The involvement of advisors
experienced in working with private capital can mitigate this risk to support private financing of the project.
Governments should also have advisers in place to ensure project structuring is carried out effectively.
However, this work focuses on the adviser’s scope of work to support a project sponsor develop a project.
The purpose of this document is to provide an example of different scopes of work that demonstrate the
breadth of work that advisors typically provide to support the private financing of a project. This can be used
by a company to identify the broad range of services required for a project seeking private finance.
There will be differences in the required scope of work depending on the country, sector and individual status
of each project. These scopes therefore would need to be amended on a project by project basis to reflect the
individual project circumstances. While some specific requirements have been set out (e.g. technical scopes
including different considerations between the transport, water and energy sectors) these are not exhaustive
and these scopes should not be used without amending them to meet the project requirements.

1.2

Scopes of Work
This document provides example template scopes of work for a range of advisors that are typically used in
internationally privately financed infrastructure projects. These scopes are designed for Chinese Companies
to be able to procure the range of advice that is typically used when private finance is involved in a project.
While Chinese Companies already use advisors, the scope of work set out here may be wider than existing
approaches, reflecting the additional requirements of international private capital.
Every project will have specific requirements that need to be added to these template scopes. This must reflect
the circumstances and desired outputs of the project. The scopes of work provided here are therefore
designed as templates to cover the core activities required.
The template scopes of work have been developed by experts who are experienced in working with private
capital in both developed and developing markets. This ensures each scope of work will be recognised by as
wide a range of potential providers as possible. This allows for advisors to bid effectively for projects and
provide the highest quality services to the Chinese Companies. It also reduces risk of misunderstanding that
can be created by a vague scope of work, leading to future issues.
Six template scopes of work to provide have been provided to cover the breadth of a typical advisory team
that understands the requirements of private financiers, covering:
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-

Financial

-

Legal

-

Technical

-

Insurance

-

ESG

-

Community engagement

The role of advisors
Advisors bring experience from across countries, sectors and projects to provide a range of services to support
project delivery. This advice is designed to complement in-house skills of the project developer by bringing
specific expertise. Advisors need to work alongside the in-house project team who remain responsible for
driving the project forward. The additional skills that can be provided by the advisors include:
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1.4



Providing expertise from similar projects globally that can be used to help develop the project
effectively. This includes identifying risk mitigation approaches that have already been accepted by
international capital providers in other markets and, an understanding of sector specific risks and
private capital’s approach to managing them



Provide market knowledge and relationships, including with relevant international financiers, to
ensure the project is bankable and can obtain private capital. This ensures the right parties and
investors are approached at the right time, increasing the chance of successful financing while
reducing the time and cost of obtaining finance



Provide access to benchmarks and data that are useful in developing the project, including for risk
analysis and costings. This allows the project to be assessed against comparators to ensure financial
projections are realistic and reduce risk to the project sponsor



Provide experience from procurement processes both in the relevant country and globally that can
support effective bid development. This includes understanding of the evaluation approach of the
host country government and previously successful bid approaches.



Negotiation support that reflects experience from other projects or ongoing procurements with the
same authorities and agreement of risk allocation with them. By drawing on this knowledge projects
can ensure wider commercial agreements that have been secured on other projects (e.g. guarantees)
are available to the project

How these advisors typically work together as a team
Successful project delivery is also reliant on the client and advisory team working closely together.
Appointment of the relevant advisors alone is not enough to guarantee success. The services provided by the
advisors are linked together and so impact each other’s work. Close coordination is therefore important to
deliver all outputs required.
There are two typical approaches that can be used to achieve this:
Approach

Pros

Cons

The client appoints a consortium
of advisers who bring all the skills
needed (combining the Scopes of
Work set out here). A lead
adviser,
typically
the
financial/commercial adviser that
manages coordination of the
work.



A consortium allows advisers
to propose a joint team that
have worked together before.
This can provide a more
integrated
approach
to
delivery building on past
experience



Less flexibility for the Client in
selecting the mix of advisors
they want (e.g.
each
consortium
may
have
stronger/weaker
members,
but
these
cannot
be
separated)



Clear agreement of roles from
the outset of the project
through the bid process



If one advisor underperforms
it can be harder to manage or
remove them



Reduced administration and
management required by the
Client as interfaces are
managed by the consortium



Relies on the lead consortium
member being able to
manage the other advisors
effectively. If this isn’t carried
out there can be delays and a
lack of quality



Client has the ability to select
each advisor on a 1:1 basis





Client has direct control over
the delivery and outputs of
each advisor

Client
has
to
manage
interfaces
between
the
different advisors, including
ensuring
there
are
no
overlap/gaps in advice



Easier to remove a poorly
performing adviser



Different advisors may not
have worked together before,
taking time to build trust



Increased administration time
with multiple procurements
and contracts

The client appoints separate
advisers but includes within the
scope of one (typically the
financial/commercial adviser) a
coordination role to manage
advisers.
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In either approach it is also critical there is a fully resourced client team that works with the advisors. This
should not duplicate the role of the advisor but provide instruction to the advisor, oversight and development
and review of outputs.

1.5

Glossary of terms
The table below details the defined and key terms that are used throughout this report.
Abbreviation/Term

Meaning

AIR

Applied Insurance Research Worldwide

ALARP

As Low As Reasonably Practicable

AAL

Average Annual Loss

BAT

Best Available Technology

BOO

Build Own Operate

BOOT

Build Own Operate Transfer

CAPEX

Capital Expenditure

CO2

Carbon Dioxide

CTA

Client’s technical advisor

CCGT

Combined Cycle Gas Turbine

CDP

Community Development Plan

CEAR

Construction & Erection All Risks

CPE

Constructional Plant & Equipment

CAR

Contract Works

CCIP

Contractor Controlled Insurances

COVID-19

Novel Coronavirus

CIA

Cumulative Impact Assessment

DSU

Delay in Start Up

DOE

Department of Environment

DOSH

Department of Occupational Safety and Health

DBFO

Design-Build-Finance-Operate

EMF

Electromagnetic Field

ERP

Emergency Response and Preparedness

EPC

Engineering, Procurement and Construction

EHS

Environmental, Health and Safety

ESIA

Environmental and Social Impact Assessment

ESG

Environmental, Social, and Governance

ESMP

Environmental and Social Management Plan

ESMS

Environmental and Social Management System

EP

Equator Principles

FAT

Factory Acceptance Tests

FS

Feasibility Study

F&B

Food & Beverage
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Abbreviation/Term

Meaning

FPIC

Free Prior and Informed Consent

GIIP

Good International Industry Practice

GHG

Greenhouse Gases

GM

Grievance Mechanism

HRA

Health Risk Assessment

H&S

Health & Safety

IPP

Independent Power Purchase

IPP

Indigenous People Plan

IT

Information Technology

IEE

Initial Environmental Examination

IPSA

Initial Poverty and Social Assessment and Analysis

IFC

International Finance Corporation

KPI

Key Performance Indicator

KRI

Key Risk Indicator

LAA

Land Access Agreements

LLA

Land Lease Agreements

LTA

Lender’s technical advisor

LTSA

Long Term Service Agreements

MEICA

Mechanical, Electrical, Instrumentation, Control and
Automation

MFL

Maximum Foreseeable Loss

CH4

Methane

MFS

Minimum functional specification

N2O

Nitrous Oxide

NTS

Non-Technical Summary

OHS

Occupational Health and Safety

O&M

Operation & Maintenance Agreements

OPEX

Operational Expenditure

OT

Operational Technology

OCIP

Owner Controlled Insurances

PS

Performance Standards

PPA

Power Purchase Agreements

PPP

Public Private Partnership Agreement

Q&A

Question & Answer

ROI

Return on Investment

RFP

Request For Proposal

RMS

Risk Management Solutions

SAT

Site Acceptance Test

STA

Sponsor’s Technical Advisor
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Abbreviation/Term

Meaning

SEP

Stakeholder Engagement Plan

SOP

Standards Operating Procedure

SOE

Chinese State-Owned Enterprise commissioning
the Project (Sponsor)

SDG

Sustainable Development Goal

TPL

Third Party Liability

TA

Sponsors Technical Advisor

TSE

Outfall and Treated sewage effluent

UNCLOS

United Nations Convention on the Law of the Sea

UNFCCC

United Nations Framework Convention on Climate
Change

VM

Value Management

WBG

World Bank Group

WPA

Water Purchase Agreements
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2

Financial Advisor

2.1

Overview
Financial advisors provide comprehensive advisory services around the structure of the transaction. Complex
and large-scale infrastructure projects require end to end coverage across the project lifecycle from project
strategy and planning stages to financial close and commencement of construction and operations.

2.2

Project role
Financial advisors support the financial and commercial structuring of the project to ensure it is bankable. This
includes assessment of the project financial viability and negotiation of the commercial terms and risk
allocation between the stakeholders. Financial advisers also provide support through the bid process,
including in drafting of key documentation and bid responses.
One of the key elements to a project is the source and structure of financing. Infrastructure projects have a
blend of financing sources such as multi-lateral institutions, Government and private financiers which have
unique risk appetites and considerations. With varying project natures, risks, sectors, geographical factors
and expectations the requirements of financiers vary. Financial advisers develop and implement the financing
strategy in conjunction with the project sponsor to obtain the best financial terms.
The involvement of financial advisors facilitates the delivery of the project and often coordinate the work of
other advisers (legal, technical etc.). This ensures different work streams are aligned and interfaces managed.
Due to the complexity of projects, identification of issues and risks earlier allows for better management for
the project over the whole project lifecycle.

2.3

Example scope of work
Potential services that a financial advisor may offer to assist in achieving financial close are set out below in
detail. The table below summarises the key areas and example deliverables produced:
Scope of work

Example Deliverables
-

Report of findings

-

Risk Allocation Matrix

Financial modelling

-

Financial Model and Databook

Private finance stakeholder engagement

-

Stakeholder Engagement Plan

Financing strategy

-

Financing Strategy and Timetable

-

Evaluation framework for selection

Coordination and preparation of bid documents

-

Bid documentation responses (typically as part
of a wider bid response)

Commercial negotiation

-

Updated Risk Allocation Matrix

-

Report on key issues

-

Evaluation report

-

Financing Term Sheet

-

Information Memorandum

-

Financial close process and management

-

Executed Financial Model

Bankability and risk allocation assessment

Financier selection process

Financial close process
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2.3.1

Bankability and risk allocation assessment
Before any significant work is undertaken to develop the financing approach, it is vital for project stakeholders
to understand the bankability and risk allocation of a project. The bankability and risk allocation assessment
is used to highlight key risks that may occur later in the project based on initial project information disclosures,
i.e. feasibility studies.
Potential risks that this assessment may highlight include areas such as foreign exchange risk, revenue risk,
cost risk, subcontractor/partner/stakeholder engagement risks. Early identification of these risks allows the
sponsor to understand what may need to be amended or negotiated to obtain private capital.
The assessment is used to review and validate the viability and appropriateness of risk allocation of the
project. In the course of this assessment the advisor will:
-

-

-

Review the available documentation to identify key issues for bankability and project feasibility. This
includes:
o

key commercial documentation including the Project Agreement, Offtake agreement (if
relevant), terms of any government guarantees and any third-party agreements;

o

feasibility studies provided by the client e.g. demand forecasts etc.; and

o

review the regulatory regime that will impact project delivery.

Work with other advisers to develop the project Risk Allocation Matrix, setting out how all risks are
allocated in the documents and identifying any issues that may impact project bankability. This
includes:
o

providing a qualitative assessment of each risk alongside potential mitigation measures,
including insurance, indemnities, reserve accounts, flow through to subcontractors etc.; and

o

provide recommendations on where changes may be required to the risk allocation to
conform with the market standards of lenders.

Identify issues that will impact project feasibility. Provide support to the development of feasibility
analysis and relevant approval papers.

The findings of the assessment shape the follow-on stages detailed below, highlighting the areas that need
greater focus and due diligence to mitigate risks. This will shape the project development to ensure project
bankability and through appropriate risk allocation, by structuring the project in a way that ensures all
stakeholders are appropriately incentivised throughout the project life cycle.
2.3.2

Financial modelling
The advisor will support the development of a dynamic Financial Model that will be used as a basis for all
stages of project delivery which reflects the financial implications and viability of the project. The model will
allow stakeholders to further analyse and quantify the risks identified under the Bankability and Risk Allocation
Assessment. Use of a dynamic model allows for testing of various scenarios and impacts identified to
understand the financial risks and opportunities within the project. Due to its in depth and broad analysis, a
model requires extensive inputs from all project advisors (technical, legal etc.), as well as support from
technical teams within the financial advisor’s organisation (tax/accounting etc.) to understand, for example,
construction cost and risk, legal costs and, tax and regulatory costs and risks. A model will include the following
elements:
-

Inputs – identify the full range of relevant assumptions (drivers of revenue, costs, financing and tax
assumptions) and allow for flexing and sensitivity analysis. Assumptions can be further categorised
into ‘time based’ inputs (e.g. forecasts) and ‘non time-based’ inputs (e.g. capital costs);

-

Calculations – the financial model’s line items (e.g. income streams, capital costs, operating costs,
financing costs, asset maintenance and replacement expenditures) should be derived from its inputs;

-

Outputs – financial outputs should be presented in a dynamic dashboard and projections of financial
results for each scenario are compared. Outputs include Project IRR, payback period, cash flow
measures, debt service measures, balance sheet leverage, equity return metrics and other agreed
financial metrics;

-

Financial statements – the model should include financial statements including statement of cash
flow, statement of comprehensive income and statement of financial position;
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-

Sensitivities – have the ability to carry out sensitivity analysis, including as required by lenders; and

-

Visuals – key metrics visual representations can include key graphs to compare options (e.g. cost
outlay vs revenue in each scenario).

As a part of the Financial Model, an integrated Databook consisting of a comprehensive summary of the
model’s development should be provided to:
-

provide insight as to how the model operates and help to avoid errors related to updates;

-

set out all agreed assumptions, their source and who has endorsed them for added transparency
which can be updated as new information becomes available (e.g. updating inflation assumptions
from the same source);

-

set out the range of scenarios carried out and how these were formulated to ensure transparency
over how the model outputs are produced; and

-

set out how the model structure and how it operates (from inputs through to outputs) and how the
model can be amended, and any steps needed when doing so;

The Financial Model serves as a visualisation of scenarios and assumptions of the project. With the use of
sensitivity analysis, the magnitude of impact as a result of changes in assumptions can be tested to determine
factors that require more scrutiny and understanding. The Financial Model is referred back and updated
throughout the project life cycle to best reflect the ongoing and latest assumptions as the project progresses.
2.3.3

Private finance stakeholder engagement
Obtaining the approval of the project structure from finance stakeholders is vital to ensure access to the
relevant funding and financing of the project. Failure to do so may lead to increased financing cost, or no
ability to finance privately at all.
The stakeholder engagement process is used to gauge the private sector’s expectations of a project through
early discussions with relevant stakeholder groups. The communication allows major themes and potential
hurdles to be considered and perspectives received, which are then integrated into the overall project structure
and development strategy. Financial advisors facilitate this work, drawing on their prior project financing
experience, as well as a network of private financiers to ensure access to the right stakeholders. Throughout
the process the advisor will:
-

identify key financial stakeholders, including debt, equity and multilaterals. If relevant potential
partners to deliver the project should also be identified. These includes identifying both local and
international stakeholders;

-

develop a comprehensive stakeholder engagement plan to carry out consultation with the
stakeholders throughout the project. This will also be an important part of the financing strategy
approach; and

-

carry out the stakeholder engagement plan and summarise findings, including identifying impacts on
the project development and structuring and financing strategy.

The key findings of the stakeholder engagement process can facilitate management of expectations of
stakeholders and ensure ongoing open communication is used to ensure the private sector’s views are
considered throughout the project life cycle.
2.3.4

Financing strategy
The advisor will support the development of the financing strategy with the Project Sponsor to provide a plan
for attracting debt and, if relevant, equity on the most efficient terms. The strategy development will build on
and utilise the work completed during the Financial Model development to understand the financial costs of
various financing strategies, as well as analysing the risks and benefits of all financing options. The strategy
is important to ensuring engagement with financiers takes place on the Sponsor’s terms, driving competition
that reduces the cost of finance. This includes:
-

development of an optimised financial structure (project gearing, key terms, sources of financing
including various sources of funding including multilaterals, ECAs and other banks, repayment
structures etc.). This will draw on the financial modelling activities to support the analysis;

-

development of the hedging strategy for forex and interest rate risk;

-

identify target debt investors;

-

identify target equity investors;
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-

identify any residual risks that may be concerns for lenders (building on the risk allocation phase)
and identify mitigations prior to reaching out to the lenders;

-

develop a financing plan covering various sources of funding, including review of available options
to attract sufficient lender interest; and

-

development of a marketing, communications and negotiation strategy for each financial institution
or lender.

The financing strategy developed considers stakeholder expectations and impact of financial structure
towards project bankability to ensure specific project requirements are tailored towards.
2.3.5

Coordination and preparation of bid documents
The financial advisor will often coordinate the preparation of bid response documents through each stage of
the procurement process, including ensuring responses have input from multiple advisors and Sponsor teams.
This includes drawing on experience from other bidding processes in both the same country and sector as
well as internationally to present the most effective bid. This work includes completion of mandatory templates
(e.g. financial strength of the Project Sponsor) as well as question responses (e.g. how risks will be managed).
The advisor will support the preparation of bid documents at each stage which typically consists of the
following stages:
-

Request for expressions of interest or pre-qualification

-

Request for formal proposals or full tender stage

-

Best and final offers

-

Preferred bidder negotiation

-

Financial close

Depending on the requirements for each stage the advisor will:

2.3.6

-

review the Tender documentation (e.g. Request for Proposal), including summarising the evaluation
criteria and impact on bid strategy;

-

raise clarification questions and coordinate other Advisor questions;

-

assist in the preparation of a detailed project plan identifying key documents to be produced, status,
responsibility and drafting, review and approval dates;

-

provide advice on the commercial aspects of the proposal, including drafting of relevant answers to
specific questions;

-

ensure all compliance requirements are met;

-

develop the financial model outputs to meet the procurement requirements for bid submission; and

-

coordinate with the project bid team and other external Advisors to ensure that the timelines for bid
submission are adhered to.

Commercial negotiation
The financial advisor will support negotiations, including development of the strategy and providing scenario
analysis to support the Project Sponsor. This draws on previous project experience to ensure positions agreed
to are based on market terms and will be acceptable to private finance. Drawing on examples from other
projects, both in the country and internationally, can support the case for particular negotiation positions as
they demonstrate where they have been accepted by the market. The financial advisor role can also include
coordination and agreement of the strategy between different stakeholders, including where there is a
consortium where members may have different objectives. Consortium bids present particular risks of
insufficient communication during this stage. The financial advisor provides a central point of contact for the
commercial negotiation management. The advisor will:
-

support the consortium in the finance and commercial related aspects of negotiations with the
procurer and its advisers in order to optimise risk allocation and ensure acceptability of the contract
terms and conditions to the lenders;

-

act as a sounding board for commercial or other negotiation points;

-

carry out financial modelling and develop position papers as required to support negotiations;
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-

Provide examples for other projects where particular positions have been accepted or rejected by
private capital; and

-

recommend adjustments and incorporate results of contract negotiations into the financial model and
perform all relevant sensitivities on the model.

The negotiation support ensures communication across all stakeholders to ensure complete understanding of
all risk allocation and commercial terms by all parties, reducing the risk of parties withdrawing from the process
towards the end or after the commercial negotiations.
2.3.7

Financier selection process
The selection process will aim to appoint the most appropriate financier that is in line with the financing
strategy. This requires a comprehensive and consistent approach that maximises competition between the
different potential financiers to reduce the overall cost to the Project Sponsor. This area of work must be
closely aligned with the stakeholder engagement as well as the financial modelling to test different outcomes
and allow for negotiation with the providers. Throughout the selection process the advisor will:
-

assist in running a competitive process to select financiers offering competitive financing terms. This
will include engagement with lenders to create interest and competition in the process;

-

prepare a heads of terms for the financing term sheet which will be shared with the potential lenders
to form the basis of their proposed term sheets;

-

produce an Information Memorandum (IM) to present to financiers. The IM will provide a detailed
summary of the transaction including an overview of the project, the consortium, its proposed
ownership and management, summary of the project contracts, project costs and the financing plan,
indicative financing terms and proposed hedging strategy, risk analysis, and financial analysis,
including the base case financial model and sensitivity analysis;

-

provide support through all the discussions and negotiations with the different debt providers;

-

review in detail the offer of each lender to assess those that would be the most suitable for the project,
presenting the best available terms and conditions. The analysis should include:
o

assisting the legal advisor in reviewing the financing term sheet proposed by the lender in
coordination with the lenders’ legal advisor

o

run model sensitivities for lending institutions; and

o

prepare a summary report on available financing offers for consideration.

-

assist in negotiations with lending institutions to finalise funding commitments; and

-

review the offer of each lender/ investor in order to determine the most optimal combination.

Engage with equity investors (if relevant)
The advisor will:
-

Conduct outreach to relevant parties for investment in to the project based on the agreed strategy
for equity investment, and a clear discussion with the management on the objectives for the inclusion
of third-party equity investors;

-

distribute relevant project information to the potential investors;

-

respond to queries; and

-

assess equity offers and optimal option.

The process will conclude with a competitive and optimal mix of financiers that is well informed of the project
requirements and will contribute in ensuring project financial viability.
2.3.8

Financial close process
The advisor will facilitate the final negotiation and agreement of contract terms for execution. The financial
close process involves a large number of parties that must agree to the final hedging and placement of the
financing. The financing structure will also dictate many of the activities, for example if a credit rating is required
for a bond issue a different process will be required to lending by a project finance bank. The financial advisor
plays an important role in coordination of financial close, including undertaking the following:
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-

run final model sensitivities for lending institutions for credit approval process

-

assist the external auditor of the financial model for any clarifications and update the model.

-

update and finalise the financial model to reflect all final positions and coordinate with external
advisors (lenders technical, legal and consultants to meet potential requirements in order to achieve
Financial Close.

-

recommend for the finalisation process of hedging strategy for foreign exchange and interest rate
and will assist in negotiation and execution of all documents related to the hedge process and
execution of the hedges.

-

assist the Consortium in satisfying the conditions precedent relating to the first drawdown on funding.

-

coordinate with the legal advisors to draft and execute all necessary documentation required to
achieve Financial Close. Typical documentation falls into a number of key categories which are:

-

o

Corporate documentation;

o

Project documentation;

o

Legal due diligence documentation;

o

Financial documentation; and

o

Financial due diligence documentation.

provide support during the contract execution stage through to financial close on the debt and equity
funding arrangements of the contractor.

The financial close process aims to minimise any outstanding matters that may create delay between contract
execution and financial close. It also requires an efficient process to reach close that is satisfactory to all
parties.

2.4

Team structures
Teams are composed of the core project team with expertise in project delivery and private financing of
projects. The team should include specialist financial modelling expertise to develop and run the model
through the project.
The team is then supplemented with specific skills as required on an ad hoc basis. These typically include tax
and accounting, data and analytics and other specialists (e.g. sector experts to develop assumptions for
analysis).
Below outlines a typical project structure and their roles:

-

Engagement Partner – Responsible for managing the relationship between the Financial Advisor and
the client.
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2.5

-

Project Director – Leads the transaction for the Financial Advisor

-

Project Manager – Responsible for the day to day deliver and management of the engagement

-

Modelling Lead – Expert in modelling responsible for the delivery of a model meeting the required
specifications

-

Core Delivery Team/Modelling Team – Responsible for the providing the project deliverables detailed
above to the Project Manager/Modelling Lead

-

Subject Matter Experts – Responsible for providing in depth advice in technical subject areas, often
utilising cross-border teams with market specific knowledge.

Engagement length
Length of engagements will be dependent on the project nature, existing timeline and requirements. Financial
advisors are typically involved from the project planning phase through to financial close. The length of the
engagement will largely be dependent on the project authority requirements for the tendering process.
As project complexity increases, the involvement of financial advisors will become more critical at the early
stages, including to assess proposed risk allocation and where this may differ from market expectations.

2.6

Fee structures
Fees can be structured in a number of ways:
1.

On a time and materials basis, including with caps for specific time periods or aspects of the work.

2.

Fixed fees for specific work packages. However, this adds complexity as the work packages can
change over time and so can add significant administrative burden.

3.

Success fee with a retainer. In this model a retainer is paid during the project development with a
success fee on successful financing. This may also include interim success fees (e.g. being selected
preferred bidder).
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3

Legal Advisor

3.1

Overview
The legal advisor is generally responsible for assessing the legal risks in a project and reviewing, drafting and
negotiating the legal documents for the acquisition, development and financing of the project. This includes
ensuring the agreed risk allocation is reflected in the contractual documentation. Legal are advisors are used
by different stakeholders:

3.2

1.

The lenders will require both international legal advisors and local advisors. The international legal
advisors are required because many of the finance documents are English law documents and
because the legal advisers will have knowledge of the lenders legal requirements and international
commercial practice for a financing. The local advisors are required because many of the documents
(particularly security documents) are local law and also to complete due diligence on the project.

2.

The Sponsors will require legal advisors because the lenders will demand it and also to put in place
and negotiate the project documents and to negotiate the finance documents with lenders’ counsel.

3.

The EPC Contractor may engage a legal adviser for the drafting and negotiation of the EPC Contract
and to comply with any host country requirements upon the EPC Contractor.

4.

Other investors in the project company SPV that is established will generally also engage their own
legal advisors.

Project role
The exact role of the legal adviser will differ depending upon whether the adviser is acting for the Sponsor,
the EPC contractor, the lender or other parties to the transaction. It will also differ depending upon whether
the project is an acquisition of an operating project, acquisition of a greenfield project, or the development and
financing of a greenfield project. In general, the key role performed by the legal adviser is:

3.3

-

performing a due diligence on the Project and preparing a due diligence report.

-

assisting with the structuring of the transaction from a legal perspective (generally, tax will be the key
determinant of the structure, but legal advice is also important to ensure investors can exit the
transaction, the structure complies with foreign investment rules and to ensure the structure is
generally legally compliant)

-

supervising the establishment of any SPV. Incorporation is generally handled by incorporation agents
but the legal adviser will supervise their work.

-

preparing transaction documents for the project or reviewing and negotiating the transaction
documents.

-

reviewing and negotiating the underlying project documents.

-

If acting for the lenders the legal advisors will issue a legal opinion confirming that the finance
documents are legally binding.

-

Other investors in the project will generally also engage their own legal advisers.

Example scope of work
An example of a scope of work as the Sponsor’s adviser for the development and financing of a greenfield
project is set out below. Please note that this would need to be adapted depending upon the type of project
the structure of the transaction and the specific requirements of the client. The table below summarises the
key areas and example deliverables produced:
Scope of work

Example Deliverables

Structuring Advice

-

Report of findings

Bid preparation

-

Terms Sheet

-

Joint Development Agreement
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Scope of work

Example Deliverables
-

Shareholders Agreement

-

Tender Reponses

-

Concession agreement

-

Offtake agreement

-

Land documents

-

EPC contracts

-

O&M agreement

Due Diligence

-

Report of findings

Regulatory analysis and approvals

-

Report on approvals

-

Support to obtaining approvals (e.g. drafting)

-

Commitment letter

-

Mandate letter

-

Facility agreement

-

Security documents

Project Documents

Finance Documents

3.3.1

Structuring Advice
It is important that the project is established using a legally sound structure. There are a number of
considerations that will impact the structure that is used from a legal perspective.
Review the structure to ensure that dividends and interest can be repatriated out of the host country to the
investor without cash being trapped in the host country. There may be foreign investment restrictions that
restrict the investors investing into or exiting the project and the structure should take this into account. Certain
investors and lenders may be more comfortable where the investment is through an intermediate special
purpose vehicle (SPV) in an established jurisdiction. This may allow for English law to be the governing law
of certain transaction documents and for disputes to be resolved offshore. The structure also needs to be
“bankable” in the sense that lenders are comfortable with it. For example, lenders may want to be able to have
offshore security, in the form of security over shares in an SPV that is outside the host country or security over
offshore bank accounts.
The result of this structuring advice may be that the project may be structured through an offshore SPV in an
established jurisdiction like Singapore or Hong Kong SAR. The SPV then invests into the host country.
The structuring advice should take account of the above factors, including working closely with the tax advisers
to ensure it met their recommendations. The ultimate aim is that structure is both tax effective as well as being
legally sound.

3.3.2

Terms Sheet
As an initial step, where there are several potential bidders forming a consortium to bid on a project the first
step will be to prepare a Terms Sheet. The Terms Sheet will set out the key terms of the cooperation, each
party’s role in the project and a road map through to financial close.

3.3.3

Joint Development Agreement
Generally, the investors will prepare a Joint Development Agreement to provide for the allocation of liability
between the investors in the SPV. The Joint Development Agreement is generally put in place at the time that
the SPV is being established and generally before a formal tender application is submitted for the project.
In some countries the host country authorities will want to see the Joint Development Agreement as part of
the tender process. In particular the authorities may want to ensure investors are “locked up” so that they
cannot exit and also want to understand the shareholding of key investors. Legal counsel can ensure the Joint
Development Agreement meets the requirements of the authorities.
The Joint Development Agreement is a preliminary document that will later be replaced by a Shareholders
Agreement. Notwithstanding this it is important to ensure the Joint Development Agreement is properly drafted.
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3.3.4

Other Transaction Documents
If the investors are successful, and the SPV is awarded the project, then the parties will move from the Joint
Development Agreement into a Shareholders Agreement. The Shareholders Agreement is a complicated and
detailed document as it provides for the operation of the SPV for the entire 20-30 year life of the Project. In
preparing the Shareholders Agreement consideration will be given to how decisions are made, what happens
if additional capital is required, how parties can exit, and whether any shareholders are locked up so they can
not exit. In addition to the Shareholders Agreement there may be other supporting documents such as option
agreements, shareholders loan agreements and share subscription agreements that also need to be prepared
and reviewed.

3.3.5

Tender Documents
Legal counsel would assist to prepare the tender documents. Legal counsel would also assist to advise on
key risks in relation to the tender documents such as the provision of any bid bonds/security and the
circumstances where that security may be released to the host country. Sponsors will also be concerned about
whether liability can flow through the SPV to the investors in the SPV.
In addition, legal counsel can assist to provide advice as to the regulatory environment around the tender
process. For this reason, strong knowledge of the laws and tendering processes and procedures of the host
country are essential and all of the requirements that must be satisfied.
If the tender process is not properly followed there is a risk of challenge from unsuccessful bidders or other
stakeholders Such challenges even if unsuccessful, can mean the project may be suspended for long periods
of time as lenders will not fund a project while there are questions as to compliance with the tender process.

3.3.6

Project Documents
The project documents are the key documents that give the Sponsor the right to own, operate, develop and
finance the project. These generally include:
•

Concession agreement. This agreement grants a private sector investor the right to design, develop,
finance, construct, operate, and maintain for a specified period of time a new or greenfield public project.
Legal counsel will review, explain and suggest amendments to this document. As part of this process
legal counsel will also benchmark the Concession Agreement against agreements legal counsel have
reviewed in other countries.

•

Sovereign guarantee (if any). Sovereign guarantees are given by host governments to assure project
lenders and investors that the government will stand behind a government owned offtaker of a project.

•

Offtake agreement. This is an agreement to purchase all or a substantial part of the output or product
produced by a project. This is the sole source of revenue for a project and as a result negotiation of this
agreement is key. Again legal counsel will benchmark this agreement against other offtake agreements
that legal counsel see in other countries.

•

Land documents. This deals with the issues related to the use of land in the project. Generally local law
advice will be required to understand rights around the land. This is key because issues around land are
frequently a problem for developing country projects. .

•

Engineering, procurement and construction (EPC) contracts. This is a contract between the project
Sponsor, the project company and the contractor, under which the contractor designs and constructs the
project and assumes the risks associated with the design and construction of the project.

•

Operation and Maintenance (O&M) agreement. Under an O&M agreement the operator manages the
project and takes all actions required to keep the project fully operational.

•

Other key agreements required for the project.

For these documents, legal counsel would generally:
•

review and negotiate the agreements and provide responses to questions regarding the agreements and
their key terms;

•

ensure the agreements are “bankable” in the sense that they are acceptable to foreign investors and
lenders;

•

benchmark the agreements against agreements in other countries.

As part of the tender process bidders may be asked to submit amendments or deviations from the standard
form of the project documents prepared by the host country. In addition, legal counsel may be asked to explain
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the reasons behind each of the deviations made to the host country authorities. Legal counsel would also
assist with this process.
3.3.7

Due Diligence
Generally legal counsel will need to conduct a due diligence on the project. If the project proceeds through a
tender process then this due diligence may be reasonably light (or would be focused on the project
agreements). There may be few approvals in place, the land may not have been acquired and the project
documents may not have been fully prepared. However, during the due diligence the focus will generally be
to:
•

Understand key corporate information in relation to the project company and its shareholders and any
partners in the project

•

Review key project agreements for the project, to the extent these are available

•

Review key approvals for the project, and for any foreign investment approvals for the acquisition or
foreign participation in the project

•

Review land documents and understand the process to acquire or lease the project land

•

Consideration of specific issues such as anticorruption and environmental issues

•

Provide an overview of the regulatory regime for the project and understand any issues that may impact
the financing such as foreign exchange controls and enforcement of security

Understand and overview the ongoing approval process for all elements of the project (including for example
what may be required for a sovereign guarantee)
A report will be prepared following finalisation of the due diligence process. This report will identify issues and
suggestions to mitigate the issues.
3.3.8

Q&A
Generally as part of a tender process there will be an opportunity to raise queries with the host country
authorities. Legal counsel would assist to prepare these queries in connection with the authorities.

3.3.9

Corporate approvals
The client and other stakeholders will need to issue a range of documents during the negotiation and
implementation of the project. For example, some decisions should be made by shareholders’ meeting, and
some other decisions need to be made by the board of directors. There may also be other approvals required
according to a company’s internal rules. Legal counsel would assist to draft these.

3.3.10

Regulatory analysis
For a greenfield project there can be many approval requirements and these are governed by different
authorities. Generally, these approvals can include without limitation permission for land use, approval of
construction activity and building plans, pollutant discharge permits, approvals with regard to foreign
investment and finance approvals.
Upon the establishment of a project company, there are additional procedures. Aside from the standard
incorporation applications, there may also be steps to register or file the contribution of capital and on
occasions to register the advance of debt.
The legal adviser can provide assistance in obtaining these approvals and procedures since they often require
frequent communications with the local authorities.

3.3.11

General advisory
In addition to the above, legal counsel will be available to provide general day-to-day advice regarding issues
as they arise such as preparing confidentiality agreements, answering questions from the Sponsors, advising
on changing requirements working with other advisors and assisting with due diligence enquiries in relation to
the tender etc.

3.3.12

Finance Documents
Once the Project Documents are reasonably mature and the Project has been awarded to the project company
SPV the Sponsor will need to commence formal discussions with lenders. During this period legal counsel
would normally assist with:
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3.3.13

(1)

Assistance reviewing the commitment letter which confirms the lenders agreement to finance the
project (this will generally be required during the tender stage);

(2)

Assisting reviewing and comparing terms from terms sheets from 3 lenders for the provision of finance;

(3)

Assistance with the mandate letter signed with the selected lender;

(4)

Assistance to review and negotiate the:
•

Facility Agreement

•

Security Documents

(5)

Explaining the key terms of the Facility Agreement and Security Documents to the client;

(6)

Considering the finance covenants and other provisions to ensure they are consistent with local law
and the requirements of the project agreements

(7)

Assisting generally with issues that may arise and need to be overcome. This would include restrictions
on certain classes of security, foreign exchange controls;

(8)

Assisting with the execution of the Finance Documents; and

(9)

Assistance preparing the conditions precedent documents required for financial close.

Negotiations and Financial Closure
Legal counsel will assist in managing the process to achieve financial close as soon as possible so as not to
delay commencement of the project.

3.4

Team structures
Generally the team structure would be:

3.5

1.

Responsible Partner: Leads the transaction and is the key client interface for the transaction;

2.

Finance Lawyers: Responsible for the finance documents (facility agreement and security documents)

3.

Construction Lawyers: Responsible for the EPC Contract and construction issues.

4.

Projects Lawyers: Responsible for the project documents (Offtake Agreement, Concession Agreement,
Sovereign Guarantee and other documents);

5.

Anti-Trust: responsible for any merger control clearances arising from an acquisition or joint venture.

6.

In addition, depending upon the type of project, lawyers from Employment, Environment, Property
Regulatory, and disputes may be involved for aspects of the transaction.

Engagement length
Typically, the lawyers will be involved at the initial structuring stage of the transaction.
An engagement for a greenfield project, typically lasts for between six months and two years. For an
acquisition, it typically lasts for between four to eight months.

3.6

Fee structures
Most legal counsel will generally proceed with hourly rates with caps for elements of the work that can be
scoped and where the work can be properly identified. Legal counsel generally do not agree to success fee
arrangements and there are some requirements upon success fee arrangements that are imposed by the law
society that mean legal counsel need to comply with that make success fees difficult.
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4

Technical Advisor –Transport, Energy and Water Sector

4.1

Overview
Potential project funders can find that they do not have sufficient in-house technical capabilities to evaluate
technical aspects of projects and the design, construction and maintenance risks. Private finance is generally
sought, from both Equity Investors and Lenders, for large infrastructure projects with significant technical risks.
Private funders place reliance upon independent and reliable assessment of the project by a trusted technical
advisor with domain knowledge as part of their risk management approach and the TA provides this service.

4.2

Project role
On any major infrastructure project, there are likely to be a number of Technical Advisors (TAs) appointed to
ensure that the potential technical risks and issues are properly understood and that the technical aspects of
delivery receive appropriate monitoring and assurance. Whilst other variants are possible, it would be typical
to see the following TAs appointed:
-

Client’s Technical Advisor (CTA) – often referred to as the Owner’s Engineer

-

Lender’s Technical Advisor (LTA)

-

Sponsor’s Technical Advisor (STA)

Though all three roles are closely related and rely upon technical interpretation and service provision, each
role requires a slightly different emphasis on the aspects of the transaction to the benefit of the particular
client.
4.2.1

Clients Technical Advisor
The Client’s Technical Advisor (CTA) focuses on protecting the interests of the Client. A CTA can guide a
Client through the early stages of a project where often important and strategic decisions are to be made. By
providing expert advice at this stage, the Client is empowered to make informed decisions about the direction
of the project supported by independent and impartial advice.
This will include ensuring that the correct sponsors are chosen to undertake the project with the appropriate
experience and competence. The CTA’s role is to support the client in ensuring a fair and transparent
procurement process, and; ensuring appropriate and acceptable allocation of risk.
For example, the CTA may assist in developing the project brief, determining the budget, advising on
procurement strategies and tender procedures, assessing proposals against the brief and budget and
ultimately helping to determine whether a project should progress (and in what manner it should do so).

4.2.2

Lenders Technical Advisor
The Lender’s Technical Advisor (LTA) role prior to financial close is to provide technical expertise to support
the Lenders in evaluating the project and the risks, prior to committing to a financing agreement. They enable
the Lenders to make an informed investment decision based on an independent and comprehensive review
of the project and project environment. For example, the LTA will typically review the construction budget and
programme and review the validity of Sponsor’s proposals for mitigating project risks.
Post financial close, the LTA is to provide confidence to the Lenders that project quality, expenditure and
programme is progressing as expected, namely by providing independent monitoring and reporting throughout
every stage of the project. This includes assessing the ‘health’ of the project to provide confidence that there
is sufficient budget and time remaining to completion, and; ensuring the design is workable and is progressing
in line with the agreed programme.
The key focus of the LTA is to advise lenders of new or emerging risks as the project progresses. This is
particularly important when resolving issues in distressed projects to act proactively to protect Lender’s
interests i.e. reducing investment losses. The LTA’s role is also to provide a Lender independent advice on
contractual, engineering, environmental and social matters.
Sponsor’s Technical Advisor (STA) has a role as part of the Sponsors team, working in the interest of the
Sponsor and by providing technical advice and direction to the Sponsor in its activities. The role of STA is
described in subsequent sections.
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4.2.3

Sponsors Technical Advisor
The following sections provide a model for a typical Sponsor’s Technical Advisor (STA) scope. The STA would,
in the context of this document, represent the interests of the Company. This is non-specific of contract type
and is intended as a menu of activities that can form part of the role scope for Public Private Partnership
Agreement (PPP) infrastructure projects, such as Build Own Operate (BOO); Build Own Operate Transfer
(BOOT) or Design-Build-Finance-Operate (DBFO) type appointments.
The STA’s role is to provide:
•

Independent technical monitoring and assurance both prior to the transaction, and; to follow up during
the implementation and the operational phase of the project.

•

Experienced expert technical advice direct to the project sponsors aimed at ensuring best value of
the bid and execution through scoping, review and stakeholder engagement support.

A key requirement from the STA is that they are able to provide evidence as to whether the project is
‘bankable’, where the key technical risks lie and mitigation measures that require to be enacted.
The Project Sponsors can utilise the STA to provide independent advice outside that of Engineering,
Procurement and Construction (EPC) and Operation & Maintenance (O&M) contractors or other members of
the delivery consortium. This advice helps to ensure that there is balance of focus and emphasis amongst
consortium partners, optimizing proposals and cross-consortium interactions.

4.3

Sector specific roles
In addition to the general project roles as set out above, there are also sector specific roles for technical
advisers. This includes:

4.3.1

-

Water

-

Energy

-

Transport

Water
A particular feature of the Water sector is that there is often substantive technical innovation in new projects
– this is particularly true with the drive towards lowering OPEX cost, lowering Carbon emissions and
embedding circular water economy practices in to operations.
Often, Sponsors of water projects are also owners of particular patented technologies and it is common to see
ambitious claims being made for their effectiveness and reliability. Given the speed of technology
development, this is often difficult to evidence from operational track record and proven operating plant or
systems are commonly restricted to a handful of demonstrators.
Therefore, a critical aspect of the STA role is to provide an independent, expert view on the reliability,
relevance and effectiveness of the technology in question.
The aim of the STA in this regard is to ensure that there is a rigorous and independent view of the performance
and reliability of proposed plant and systems, and that technical risks are understood with appropriate
mitigations evaluated. It is not possible to eradicate technical risk in all situations, but the STA must
understand true levels of risk and seeks to mitigate in a cost-effective manner and ensure that the implications
of technical risk are fully understood.

4.3.2

Energy
A particular feature of the Energy sector is that there is often substantive technical innovation in new projects
– this is particularly true as the drive towards lower carbon energy provision brings both new technologies for
power generation but also additional complexities in terms of systems integration.
Often, Sponsors of energy projects are also owners of particular technologies and it is common to see
ambitious claims being made for their effectiveness and reliability. Given the speed of technology
development, this is often difficult to evidence from an operational track record and proven operating plant is
commonly restricted to a handful of demonstrators. It is also common to find that the development in question
involves scaling-up of what existing proven operating plant there is.
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Therefore, a critical aspect of the STA role is to provide an independent, expert view on the reliability and
effectiveness of the technology and an objective assessment of any existing operating plant and its relevance
to the development in question.
The aim of the STA in this regard is to ensure that there is a rigorous and independent view of the performance
and reliability of the plant and that technical risks are understood with appropriate mitigations evaluated. The
key is not necessarily to eradicate technical risk (as this is not always possible) but that the technical risk is
fully understood.
4.3.3

Transport
The critical aspect of the STA role is to provide an independent, expert view on the reliability and effectiveness
of the project proposal and an objective assessment of any existing schemes and their relevance to the
development in question.
The aim of the STA in this regard is to ensure that there is a rigorous and independent view of the project
proposal and that the technical risks are understood with appropriate mitigations evaluated. The key is not
necessarily to eradicate technical risk (as this is not always possible) but that the technical risk is fully
understood.

4.4

Example scope of work
Typically, TA services are provided in the following four phases for a project that involves private financing:
-

Pre-Financial Close (During project finalisation)

-

Financial Close (During project finance confirmation)

-

Post-Financial Close (During project implementation)

-

Post-Financial Close (During project construction and operation achieving final completion)

4.4.1

Water

4.4.1.1

Example scope of work
Typically, STA services are provided in the following three phases for a project that involves private financing:
Scope of work

Example Deliverables

Phase – I: During project development (preFinancial Close)

-

Report summarising key findings across all
areas of scope

Phase – II: During project implementation (postFinancial Close)

-

Agreed monitoring activities

-

Reporting of findings from monitoring activities

Phase – III: During Operation and Maintenance
phase following construction completion and
handover to operations

-

Agreed monitoring activities

-

Reporting of findings from monitoring activities

Typical scopes of work for the above three phases of a project are described in subsequent sections.
4.4.1.2

Phase – I: Scope of work during project development (inception up to Financial Close)
During this phase the STA is primarily responsible for providing Technical Support to the project Sponsors to
ensure expert technical decision making. The STA performs an initial assessment and analysis of the project
as is proposed by the end Client and supports the development of a sound technical bid to be provided by the
Sponsor. The STA can also provide information to potential third-party funders.
The TA’s input will typically include the following over an initial 10 to 12 week period:
1.

Overview and familiarisation with the Project
-

Review the project documents/tender documents including in particular the technical specifications
and requirements of the project. This may include an analysis of market opportunities /

22

characteristics, i.e. for water and wastewater treatment, regional or national water quality standards
and environmental discharge standards etc. should be considered. The STA’s aim here is to ensure
that any proposed development has the optimal technical characteristics to take best advantage of
the market opportunities on offer.

2.

3.

-

Review the proposed technical solutions, design approaches and cost matrices. This may include
the STA looking at the general technology class and key equipment proposed, as well as highlighting
known strengths and risks.

-

Review of the design and construction program i.e. a high-level view on critical programme delivery
dates and highlight any areas where there is either a risk of slippage or opportunities for shortening.

-

Review capabilities and roles of proposed contractors and/or operators. For examples, for projects
where the Contractor for the build phase and/or the Operations and Maintenance parties have been
identified the STA will provide a high-level view on their track record, market standing and capability
to deliver.

-

Assist in understanding existing client policies and procedures: Ensure all bid team members are as
informed as they can be of the client’s general requirements.

-

Initial discussion with stakeholders to develop project risk and opportunity registers: Acting as the
technical lead for early stage project planning, to align a common vision of the project issues and
outcomes for all.

Project management structure
-

Review and comment on the overall project management structures for both the design &
construction and operations & maintenance phases of the project, including a review of the resumes
and experience of the individuals proposed to be involved in the management of the project, if
available.

-

Identify the principal interface risks including the interface issues with the ultimate client and
subcontractors and with third parties such as the authorities responsible for safety, fire, police,
utilities, etc.

-

Support Sponsors in responding to queries from all key external parties;

Contractual structure
-

-

Review of the key project documentation for the purpose of understanding the project (project
agreement, heads of terms, preliminary risk matrix), these may include:
a.

Operation and Maintenance (O&M) contracts

b.

Engineering Procurement and Construction (EPC) contracts

c.

Long Term Service Agreements (LTSA)

d.

Land Access Agreements (LAA)

e.

Land Lease Agreements (LLA)

f.

Water Purchase Agreements (WPA)

g.

Usufruct Agreements

Comment on the technical aspects of the proposed contractual structure and the allocation of risks
to the principal sub-contractors. Risks may include:
a.

Demand Risk: Off-taker shall make capacity payments based on the available capacity of
the plant i.e. treatment works, where applicable.

b.

Availability Risk: In case available capacity is less than a % threshold of the guaranteed
capacity for a continuous period it shall result in the project company (Sponsor) default.

c.

Input Water Quality: Input water quality risk passed on to Project Company by defining a
design envelope which represents a range of input water quality specifications for which
the plant should deliver the desired output water quality. End Client’s (Offtaker) risk would
be there in case, in future, the input water quality metrics fall outside the design envelope
range (visibility, temperature, Total dissolved solids etc.)

d.

Output Water Quality Risk: Revenue shortfall for the Project Company and in case of
inferior output water quality. In critical demand months (summer months) in case output

23

water does not comply with the specifications, the operator may choose to purchase this
water and pay partial tariff. However, in winters, the option to purchase this water may not
be exercised and off-spec water is rejected, as a result of which the plant would be
deemed unavailable.
e.

4.

Utility Risk: Electricity price is often wholly passed through to the off-taker. Electricity
efficiency over the entire O&M phase is guaranteed by the Project Company which bears
additional costs in case of lower efficiency. In case of higher efficiency, savings are
equally shared between the Project Company and Off-taker.

-

Comparison of the technical requirements of the project agreement with the Sponsor’s proposals;

-

Review the payment mechanism and performance penalty regime. Comment on the termination
provisions in the project agreement and provide an analysis of the payment mechanism in terms of
a realistic scenario analysis, including any expected penalty deductions;

-

Comment on the termination provisions in the project agreement, design & construction contract(s)
and operations & maintenance contract(s);

-

Acceptability of the proposed arrangements for change control, quality assurance, quality control,
liquidated damages, collateral warranties, defects guarantees, bonding and retention arrangements,
and;

-

Detailed review of all project contracts including design & construction contract(s) and operations &
maintenance contract(s).

Design and technical solution
-

Review geotechnical issues and assess design assumptions;

-

Overall project site layout indicating land allocated to the project, boundaries, connection & interface
points with utilities, etc.

-

Comment on the optimal tariff structure, including treatment of foreign exchange risk, revenues from
treated sewerage effluent, environmental deductions. This tariff will be based on the traditional
capacity and output components but will be tailored to meet the needs of individual projects. This
should be structured so as to be bankable, acceptable and beneficial to all the stakeholders.

-

Benchmarking of costs and tariff. Use market knowledge to provide benchmarking study to compare
project CAPEX and OPEX costs and tariff proposal to similar regional projects.

-

Technology assessment to answer the following questions:
i. Does the technology selected represent good practice / best practice in terms of
performance and availability?
ii. Is the technology commercially proven? What reference projects / plant is there and how
have they been performing?
iii. Does the technology represent Best Available Technology (BAT) in terms of environmental
performance? Can the technology comply with all local legislation, planning and permitting
requirements?

-

Technical inputs into Sponsors Proposal and Project agreements including the following:
i. Technical data and specifications, technical evaluation criteria and technical information
requirements which includes but not limited to Project overview, location and site conditions,
ii. Compliance with minimum functional specifications (Process, MEICA, Civils), water network
interconnection requirements and sponsor specific requirements;
iii. Process Treatment compliance including a fully compliant Process & Performance
Guarantee (supported by performance guarantee letters for key equipment/technology
providers)
iv.

Quality, track record and suitability of the main equipment (MEICA and process technology);

v.

Plant availability and adequate redundancy (including metering and monitoring systems)

vi.

Financial and commercial elements such as tariff, funding and financing structure, hedging
and bankability related issues.
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vii.

Technical project description, works description and specific requirements, minimum
functional specification (“MFS”) and related performance specifications

viii. Advanced treatment facility requirements (if any)

5.

ix.

Outfall and Treated sewage effluent (TSE) re-use system requirements

x.

Requirements for beneficial sludge use

xi.

Metering, water quality monitoring and flow measurement along with Mass balance
diagrams showing the overall thermodynamic performance

xii.

Water and environment quality monitoring information

xiii.

Inspection, testing, start up, handover and commissioning details

-

Information on general design considerations like seismology, hydrology, seawater levels, water
quality specifications, capacity and availability of water production, performance standards permits,
process design and equipment guidelines, inspection and commissioning etc.

-

Risk review for project: work with the Project team to compile and maintain a risk register for the
project.

-

Attend site visits, particularly in the assessment of planning and environmental matters.

-

Review and evaluate the design, site and methodology applied. This may include a review of site
liabilities, land contamination etc.

-

Comment on the structure and organisation of the design team;

-

Comment on the suitability of the design vis à vis the operational standards;

-

Comment on the compliance of the design vis à vis any statutory requirements;

-

Review of health & safety, operation and maintenance issues;

-

Review of planning consents and environmental permitting;

-

Comment on the adequacy/achievability of the proposed construction program;

-

Comment on the required planning permissions and other required consents;

-

Review and analyse risks associated with the use of any innovative or untried materials, technologies
or construction techniques;

-

Provide Value Management support to ensure that suppliers and designers are providing optimised
and coordinated designs;

-

Support to Sponsors on Environmental, Social, and Governance (ESG) issues – Environmental and
Social studies: governance issues etc.: initiate, scope, specify and if necessary, undertake
Environmental and Social Impact Assessment (ESIA) studies or review and manage proposals from
specialist suppliers. Support Sponsors in discussions on such issues with funders.

-

Assist sponsors with scoping, procurement and liaising with others, such as: Lender’s Technical
Advisors etc. Assist as required on all technical discussions and queries with external stakeholders
and suppliers/reviewers/approvers.

Project costs and schedule
-

Analyse and comment on the proposed construction costs, and identify potential sources of cost
overruns;

-

Benchmarking of the proposed construction costs;

-

Analyse and comment on the project’s design and construction timetable, and identify any
construction delay which may be reasonably expected to occur;

-

Analyse the potential impact, in terms of costs and delays, in connection with expropriation issues
that may arise in respect of land requirements necessary to implement the project;

-

Review and comment on the cost, operational and performance assumptions included in the financial
model for the project, including the profile of the milestone payments during the construction period
and the risk of time and cost overruns;

-

Comment on the adequacy of long-stop dates;
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6.

-

Liaise with the insurance advisor to provide technical advice and opinions required in connection with
insurance aspects, if necessary (such as appraisal of potential damage due to accident/disaster);

-

Review and comment on the Sponsor’s approach regarding population demographics and
subsequent demand on the lifecycle programme;

-

Analyse and evaluate the proposed maintenance and renewals plan, specifically the adequacy of the
level of cost and the frequency of heavy maintenance interventions and renewals;

-

Analyse and evaluate the proposed arrangements under the performance mechanism (if any) for
retentions/penalties in the event of poor performance;

-

Provide a comparison against similar projects;

-

Provide a capital cost comparison analysis of similar projects;

-

Undertake a construction phase termination analysis whereby a cost for completion is built up for
various scenarios in which the design & construction contractor(s) is terminated at varying stages of
the project. This is required to establish maximum liability during this stage and to size an appropriate
performance bond;

-

Review and comment on the profile of any milestone payments during the construction period and
the risk of time and cost overruns.

Construction
-

Comment on the ability of the design & construction contractor(s) and any major sub-contractors to
manage the risks assumed by them under the project agreement and major sub-contracts and meet
the requirements specified, these may include:
i. Experience of developing, operating and maintaining one or more similar plants (type,
technology, configuration, capacity) and at least one similar project outside the home
country;
ii. Satisfactory technical track record and experience in the execution and O&M of similar
plants;
iii. Evidence of professional and specialist technical experience available for the Project;
iv.

Strength and demonstrated long term experience of successful design and construction of
water treatment and wastewater facilities (including the demonstration of a robust and well
proven technology);

v.

Strength and demonstrated long term experience of successful operation and maintenance
of water and wastewater facilities.

-

Assess the likelihood that the liability caps are sufficient and the likelihood that those caps might be
exceeded (as well as the consequences).

-

Review and evaluation of detailed design approach from EPC and O&M partners: Provide design
review against project requirements and for cost optimisation and to help designers accommodate
local and regional preferences and needs.

-

Risk review for project at key milestones: Provide programme analysis for maximum delivery
efficiency.

-

H&S and O&M review of design proposals: Specialist skills to support designers in review of key
elements of design for compliance and design optimisation.

-

Construction proposals
i. Assist sponsors with resolution of design challenges through construction: Provide
alternative technical voice for response to design changes or unexpected issues.
ii. Support with buildability reviews and review of design changes: challenge design and
construction approaches to achieve optimal delivery performance.
iii. H&S and O&M review of design proposals: provide challenge and support stakeholder
review of specialist areas of design as required.
iv.

Support to the Sponsors during stakeholder and permitting applications and negotiations
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7.

8.

9.

Maintenance
-

Initial review of maintenance strategy (what activities, if any, are to be carried out inhouse and also
the proposed cost and strategy for any planned maintenance subcontract(s));

-

Adequacy and completeness of the proposed services and maintenance packages;

-

Initial review of the proposed performance mechanism under the project agreement (if any) including
benchmarks from good industry practice;

-

Identify major accident and incident risks associated with maintenance of the infrastructure and
potential impacts on operations, frequency and service interruptions, etc.;

-

Assess the ability of the provider of maintenance services to meet the requirements specified in the
project agreement;

-

Assess the likelihood that the liability caps are sufficient and the likelihood that those caps might be
exceeded (as well as the consequences);

-

Review with regards to the assumptions with respect to handback guarantee;

-

Review with regards to the assumptions with respect to heavy maintenance provisions; and

-

Review with regards to the assumptions with respect to any maintenance reserve accounts.

Environmental risks
-

Review and comment on the Sponsor’s proposals vis à vis environmental requirements as defined
under the project agreement; and

-

Review and comment on the approach being adopted in respect of site conditions, the adequacy of
remedial works and the impact of environmental issues on both the construction and the long-term
operations of the Project.

Equator Principles
-

Review the project in the context of the requirements of the equator principles and opine on the
categorisation of the project under the equator principles.

10. Support in Financial modelling.
Once the project development work is largely complete, the project will move towards Financial Close. The
STA will continue to provide support / input as per above during this process and, in particular, will assist with:
a)

Assessment of technical inputs to financial model, including:
i. Output / capacity including seasonal variability
ii. Operation and maintenance costs including review of staffing
iii. Long Term Service Agreement (LTSA) costs

b)

iv.

EPC costs

v.

Availability and reliability assumptions

vi.

Outage and major overhauls

vii.

Spares holdings

Assisting with development of the tariff model. If required, assist with the development of a robust
project financial model and business case.

11. Reporting
-

4.4.1.3

The STA should regularly report to the Sponsors with their review comments on the deliverables
covered in points 1 to 9 of Phase 1 above.

Phase – II: Scope of work during project implementation
In this phase, the role of the STA will generally be to report on and monitor all matters that are relevant for
the assessment by the Sponsor of the project’s ongoing performance and risks, and; to be active for the
Sponsor in delivery areas as required.
With this in mind, the STA’s role will typically include:
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-

Monthly site visits and reports, the frequency may be changed during the course of the
implementation, depending on the Sponsors requirements;

-

Monitor progress against the implementation programme and achievement of milestones;

-

Review expenditure – progress against cash flow and budgets including monitoring of significant
variations;

-

Monitor the permits and approvals status, including amendments, deviations and renewals;

-

Review of progress against programme (based on information provided by the EPC contractor)

-

Review of progress against expenditure (based on information provided by the EPC contractor)

-

Monitoring of significant variations

-

Maintaining and updating a key issues log including required actions and progress made on these
actions.

-

During the testing and commissioning phase, the STA would be expected to witness key events such
as:
i. Performance tests
ii. Availability / reliability tests

-

Key documentation that would be reviewed would include:
i. Certification and records of Factory Acceptance Tests (FAT) for key equipment
ii. Certificates for mechanical completion
iii. Functional testing certificates for key equipment / Site Acceptance Test (SAT) results
iv.

Performance Test results

v.

Availability / reliability tests

-

Summary of construction – confirmation that the STA is satisfied and notification of any technical
non-compliance issues including remedial proposals and actions taken to rectify;

-

Completion – confirm that the requested certificates have been properly issued for substantial
completion and entry into service.

Prior to handover to operations it will be necessary to demonstrate that all contractual requirements for the
construction, testing and commissioning phase have been successfully completed and that any remedial
actions are documented on an agreed snagging list. The STA would be expected to review and agree that
this has been completed. The information reviewed would include final copies of the various documents listed
above as well as a completed health and safety file.
4.4.1.4

Phase – III: Scope of work during operation and maintenance
During the operations phase the STA will provide quarterly reports during the first year of operations and
then semi-annual (or any other interval as appropriate for the project) reviewing the performance and
compliance with various contractual obligations covering the service provision and general maintenance
management performance. The aim will be to report on all matters relevant to the Sponsor typically including
the following:
-

Review minutes of the liaison meetings (or similar) between the client and the Sponsor and any other
reports produced by the client on the Sponsor’s and/or sub-contractor’s performance;

-

Review compliance with the technical specification for operation and maintenance;

-

Review of the annual lifecycle (i.e. Heavy Maintenance & Renewals) programme, including cost and
content and make alternative recommendations where appropriate;

-

Monitor the Project’s environmental and social aspects, highlighting any non-compliances and/or
significant environmental and social incidents that have occurred, along with recommended followup measures.

-

Observation and support for commissioning process and responses

-

Updating risk review for project
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-

Support to the Sponsors during construction completion and operational start-up consenting,
approval and documentation processes

-

For projects where the funding is not just during the capital phase but also extends into the
operational phase, the STA would continue to monitor the performance of the works. The key aims
are to ensure that the assets are being operated and maintained in a safe manner in accordance
with contractual requirements and good industrial practice. During this phase the STA would typically:
vi.

Review monthly reports from the O&M contractor and produce a quarterly report on asset
performance that highlights any risks or concerns.

vii.

Perform an annual site visit and document in a more detailed annual report the state of the
asset, the key activities in the past year and the key activities planned to be undertaken in
the following year.

During the operation of the plant, the STA could be required to provide advice on re-financing or life extension
or where material changes are proposed to key agreements such as WPAs. It is typical that the lifetime of
the physical asset will extend beyond the term of the initial finance agreement and key agreements such as
WPAs. The STA would be expected to act on behalf of the Sponsors to address changes and/or future
arrangements as they arise.
4.4.2

Energy
Typically, STA services are provided in the following three phases for a project that involves private financing:
Scope of work

Example Deliverables

Phase – I: During project development (preFinancial Close)

-

Report summarising key findings across all
areas of scope

Phase – II: During project implementation (postFinancial Close)

-

Agreed monitoring activities

-

Reporting of findings from monitoring activities

Phase – III: During Operation and Maintenance
phase following construction completion and
handover to operations

-

Agreed monitoring activities

-

Reporting of findings from monitoring activities

Typical scopes of work for the above three phases of a project are described in subsequent sections.
4.4.2.1

Phase – I: Scope of work during project development (inception up to Financial Close)
During this phase the STA is primarily responsible for providing Technical Support to the project Sponsors to
ensure expert technical decision making. The STA performs an initial assessment and analysis of the project
as is proposed by the end Client and supports the development of a sound technical bid to be provided by the
Sponsor. The STA can also provide information to potential third-party funders.
The TA’s input will typically include the following over an initial 10 to 12 week period:
1.

Overview and familiarisation with the Project
-

Review the project documents/tender documents including in particular the technical specifications
and requirements of the project. This may include an analysis of market opportunities /
characteristics, i.e. for power generation plant there may be opportunities for renewable subsidies,
base load power sales, grid support payments etc. The STA’s aim here is to ensure that any
proposed development has the optimal technical characteristics to take best advantage of the market
opportunities on offer.

-

Review the proposed technical solutions, design approaches and cost matrices. This may include
the STA looking at the general technology class and key equipment proposed, as well as highlighting
known strengths and risks.

-

Review of the design and construction programme i.e. a high-level view on critical programme
delivery dates and highlight any areas where there is either a risk of slippage or opportunities for
shortening.

-

Review capabilities and roles of proposed contractors and/or operators. For examples, for projects
where the Contractor for the build phase and/or the Operations and Maintenance parties have been
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identified the STA will provide a high-level view on their track record, market standing and capability
to deliver.

2.

3.

-

Assist in understanding existing client policies and procedures: Ensure all bid team members are as
informed as they can be of the client’s general requirements.

-

Initial discussion with stakeholders to develop project risk and opportunity registers: acting as the
technical lead for early stage project planning, to align a common vision of the project issues and
outcomes for all.

Project management structure
-

Review and comment on the overall project management structures for both the design &
construction and operations & maintenance phases of the project, including a review of the resumes
and experience of the individuals proposed to be involved in the management of the project, if
available.

-

Identify the principal interface risks including the interface issues with the ultimate client and
subcontractors and with third parties such as the authorities responsible for safety, fire, police,
utilities, etc.

-

Support Sponsors in responding to queries from all key external parties;

Contractual structure
-

Review of the key project documentation for the purpose of understanding the project (project
agreement, heads of terms, preliminary risk matrix), these may include:
i. Operation and Maintenance (O&M) contracts
ii. Engineering Procurement and Construction (EPC) contracts
iii. Long Term Service Agreements (LTSA)
iv.

Land Access Agreements (LAA)

v.

Land Lease Agreements (LLA)

vi.

Usufruct Agreements

vii.

Independent Power Purchase (IPP) agreement.

viii. Fuel supply agreements

-

ix.

Grid connection agreements

x.

Power Purchase Agreements (PPA)

Comment on the technical aspects of the proposed contractual structure and the allocation of risks
to the principal sub-contractors. Risks may include:
i. Demand Risk: Off-taker shall make capacity payments based on the available capacity of
the plant.
ii. Availability Risk: In case available capacity is less than a % threshold of the guaranteed
capacity for a continuous period it shall result in the project company (Sponsor) default.
iii. Utility Risk: Electricity price is often wholly passed through to the off-taker. Electricity
efficiency over the entire O&M phase is guaranteed by the Project Company which bears
additional costs in case of lower efficiency. In case of higher efficiency, savings are equally
shared between the Project Company and Off-taker.

-

Comparison of the technical requirements of the project agreement with the Sponsor’s proposals;

-

Review the payment mechanism and performance penalty regime. Comment on the termination
provisions in the project agreement and provide an analysis of the payment mechanism in terms of
a realistic scenario analysis, including any expected penalty deductions;

-

Comment on the termination provisions in the project agreement, design & construction contract(s)
and operations & maintenance contract(s);

-

Acceptability of the proposed arrangements for change control, quality assurance, quality control,
liquidated damages, collateral warranties, defects guarantees, bonding and retention arrangements,
and;
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4.

Detailed review of all project contracts including design & construction contract(s) and operations &
maintenance contract(s).

Design and technical solution
-

Review geotechnical issues and assess design assumptions;

-

Overall project site layout indicating land allocated to the project, boundaries, connection & interface
points with utilities, etc.

-

Comment on the optimal tariff structure, including treatment of foreign exchange risk, revenues from
treated sewerage effluent, environmental deductions. This tariff will be based on the traditional
capacity and output components but will be tailored to meet the needs of individual projects. This
should be structured so as to be bankable, acceptable and beneficial to all the stakeholders.

-

Benchmarking of costs and tariff. Use market knowledge to provide benchmarking study to compare
project CAPEX and OPEX costs and tariff proposal to similar regional projects.

-

Technology assessment to answer the following questions:
i. Does the technology selected represent good practice / best practice in terms of
performance and availability?
ii. Is the technology commercially proven? What reference projects / plant is there and how
have they been performing?
iii. Does the technology represent Best Available Technology (BAT) in terms of environmental
performance? Can the technology comply with all local legislation, planning and permitting
requirements?

-

iv.

Is the technology compatible with the fuel available? For instance, on a waste to energy
plant fuel quality can be highly variable and this can be a significant performance risk for
any development or on a Combined Cycle Gas Turbine (CCGT) there may be additional
booster compressors needed if the gas supply is not at a sufficiently high pressure.

v.

Can the technology meet grid code requirements? This is particularly important if it is
intended that a power plant accesses grid support mechanism revenue.

Technical inputs into Sponsors Proposal and Project agreements including the following:
i. Technical data and specifications, technical evaluation criteria and technical information
requirements which includes but not limited to Project overview, location and site conditions,
ii. Compliance with minimum functional specifications (Process, MEICA, Civils) and sponsor
specific requirements;
iii. Quality, track record and suitability of the main equipment (MEICA and process technology);
iv.

Financial and commercial elements such as tariff, funding and financing structure, hedging
and bankability related issues.

v.

Technical project description, works description and specific requirements, minimum
functional specification (“MFS”) and related performance specifications

vi.

Inspection, testing, start up, handover and commissioning details

-

Risk review for project: work with the Project team to compile and maintain a risk register for the
project.

-

Attend site visits, particularly in the assessment of planning and environmental matters.

-

Review and evaluate the design, site and methodology applied. This may include a review of site
liabilities, land contamination etc.

-

Comment on the structure and organisation of the design team;

-

Comment on the suitability of the design vis à vis the operational standards;

-

Comment on the compliance of the design vis à vis any statutory requirements;

-

Review of health & safety, operation and maintenance issues;

-

Review of planning consents and environmental permitting;

-

Comment on the adequacy/achievability of the proposed construction program;
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5.

6.

-

Comment on the required planning permissions and other required consents;

-

Review and analyse risks associated with the use of any innovative or untried materials, technologies
or construction techniques;

-

Provide Value Management support to ensure that suppliers and designers are providing optimised
and coordinated designs;

-

Support to Sponsors on Environmental, Social, and Governance (ESG) issues – Environmental and
Social studies: governance issues etc.: initiate, scope, specify and if necessary, undertake
Environmental and Social Impact Assessment (ESIA) studies or review and manage proposals from
specialist suppliers. Support Sponsors in discussions on such issues with funders.

-

Assist sponsors with scoping, procurement and liaising with others, such as: Lender’s Technical
Advisors etc. Assist as required on all technical discussions and queries with external stakeholders
and suppliers/reviewers/approvers.

Project costs and schedule
-

Analyse and comment on the proposed construction costs, and identify potential sources of cost
overruns;

-

Benchmarking of the proposed construction costs;

-

Analyse and comment on the project’s design and construction timetable, and identify any
construction delay which may be reasonably expected to occur;

-

Analyse the potential impact, in terms of costs and delays, in connection with expropriation issues
that may arise in respect of land requirements necessary to implement the project;

-

Review and comment on the cost, operational and performance assumptions included in the financial
model for the project, including the profile of the milestone payments during the construction period
and the risk of time and cost overruns;

-

Comment on the adequacy of long-stop dates;

-

Liaise with the insurance advisor to provide technical advice and opinions required in connection with
insurance aspects, if necessary (such as appraisal of potential damage due to accident/disaster);

-

Review and comment on the Sponsor’s approach regarding population demographics and
subsequent demand on the lifecycle programme;

-

Analyse and evaluate the proposed maintenance and renewals plan, specifically the adequacy of the
level of cost and the frequency of heavy maintenance interventions and renewals;

-

Analyse and evaluate the proposed arrangements under the performance mechanism (if any) for
retentions/penalties in the event of poor performance;

-

Provide a comparison against similar projects;

-

Provide a capital cost comparison analysis of similar projects;

-

Undertake a construction phase termination analysis whereby a cost for completion is built up for
various scenarios in which the design & construction contractor(s) is terminated at varying stages of
the project. This is required to establish maximum liability during this stage and to size an appropriate
performance bond;

-

Review and comment on the profile of any milestone payments during the construction period and
the risk of time and cost overruns.

Construction
-

Comment on the ability of the design & construction contractor(s) and any major sub-contractors to
manage the risks assumed by them under the project agreement and major sub-contracts and meet
the requirements specified, these may include:
i. Experience of developing, operating and maintaining one or more similar plants (type,
technology, configuration, capacity) and at least one similar project outside the home
country;
ii. Satisfactory technical track record and experience in the execution and O&M of similar plant;
iii. Evidence of professional and specialist technical experience available for the Project;
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iv.

Strength and demonstrated long term experience of successful design and construction of
energy generation installations (including the demonstration of a robust and well proven
technology);

v.

Strength and demonstrated long term experience of successful operation and maintenance
of energy generation installations.

-

Assess the likelihood that the liability caps are sufficient and the likelihood that those caps might be
exceeded (as well as the consequences).

-

Review and evaluation of detailed design approach from EPC and O&M partners: Provide design
review against project requirements and for cost optimisation and to help designers accommodate
local and regional preferences and needs.

-

Risk review for project at key milestones: Provide programme analysis for maximum delivery
efficiency.

-

H&S and O&M review of design proposals: Specialist skills to support designers in review of key
elements of design for compliance and design optimisation.

-

Construction proposals
i. Assist sponsors with resolution of design challenges through construction: Provide
alternative technical voice for response to design changes or unexpected issues.
ii. Support with buildability reviews and review of design changes: challenge design and
construction approaches to achieve optimal delivery performance.
iii. H&S and O&M review of design proposals: provide challenge and support stakeholder
review of specialist areas of design as required.
iv.

7.

8.

9.

Support to the Sponsors during stakeholder and permitting applications and negotiations

Maintenance
-

Initial review of maintenance strategy (what activities, if any, are to be carried out inhouse and also
the proposed cost and strategy for any planned maintenance subcontract(s));

-

Adequacy and completeness of the proposed services and maintenance packages;

-

Initial review of the proposed performance mechanism under the project agreement (if any) including
benchmarks from good industry practice;

-

Identify major accident and incident risks associated with maintenance of the infrastructure and
potential impacts on operations, frequency and service interruptions, etc.;

-

Assess the ability of the provider of maintenance services to meet the requirements specified in the
project agreement;

-

Assess the likelihood that the liability caps are sufficient and the likelihood that those caps might be
exceeded (as well as the consequences);

-

Review with regards to the assumptions with respect to handback guarantee;

-

Review with regards to the assumptions with respect to heavy maintenance provisions; and

-

Review with regards to the assumptions with respect to any maintenance reserve accounts.

Environmental risks
-

Review and comment on the Sponsor’s proposals vis à vis environmental requirements as defined
under the project agreement; and

-

Review and comment on the approach being adopted in respect of site conditions, the adequacy of
remedial works and the impact of environmental issues on both the construction and the long-term
operations of the Project.

Equator Principles
-

Review the project in the context of the requirements of the equator principles and opine on the
categorisation of the project under the equator principles.

10. Support in Financial modelling.
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Once the project development work is largely complete, the project will move towards Financial Close. The
STA will continue to provide support / input as per above during this process and, in particular, will assist with:
a)

Assessment of energy and power technical inputs to financial model, including:
i. Output / capacity including seasonal variability
ii. Heat rate including seasonal variability and degradation
iii. Operation and maintenance costs including review of station staffing
iv.

Long Term Service Agreement (LTSA) costs

v.

EPC costs

vi.

Load profile and expected plant dispatch regime

vii.

Availability and reliability assumptions

viii. Outage and major overhauls
ix.
b)

Spares holdings

Assisting with development of the tariff model. If required, assist with the development of a robust
project financial model and business case.

11. Reporting
-

4.4.2.2

The STA should regularly report to the Sponsors with their review comments on the deliverables
covered in points 1 to 9 of Phase 1 above.

Phase – II: Scope of work during project implementation
In this phase, the role of the STA will generally be to report on and monitor all matters that are relevant for the
assessment by the Sponsor of the project’s ongoing performance and risks, and; to be active for the Sponsor
in delivery areas as required.
With this in mind, the STA’s role will typically include:
-

Monthly site visits and reports, the frequency may be changed during the course of the
implementation, depending on the Sponsors requirements;

-

Monitor progress against the implementation programme and achievement of milestones;

-

Review expenditure – progress against cash flow and budgets including monitoring of significant
variations;

-

Monitor the permits and approvals status, including amendments, deviations and renewals;

-

Review of key documentation such as completion certificates and performance test certificates.

-

Review of progress against programme (based on information provided by the EPC contractor)

-

Review of progress against expenditure (based on information provided by the EPC contractor)

-

Monitoring of significant variations

-

Maintaining and updating a key issues log including required actions and progress made on these
actions.

-

During the testing and commissioning phase, the STA would be expected to witness key events such
as:
i. Performance tests
ii. Availability / reliability tests

-

Key documentation that would be reviewed would include:
i. Certification and records of Factory Acceptance Tests (FAT) for key equipment
ii. Certificates for mechanical completion
iii. Functional testing certificates for key equipment / Site Acceptance Test (SAT) results
iv.

Performance Test results

v.

Availability / reliability tests

34

-

Summary of construction – confirmation that the STA is satisfied and notification of any technical
non-compliance issues including remedial proposals and actions taken to rectify;

-

Completion – confirm that the requested certificates have been properly issued for substantial
completion and entry into service.

Prior to handover to operations it will be necessary to demonstrate that all contractual requirements for the
construction, testing and commissioning phase have been successfully completed and that any remedial
actions are documented on an agreed snagging list. The STA would be expected to review and agree that
this has been completed. The information reviewed would include final copies of the various documents listed
above as well as a completed health and safety file.
4.4.2.3

Phase – III: Scope of work during operation and maintenance
During the operations phase the STA will provide quarterly reports during the first year of operations and then
semi-annual (or any other interval as appropriate for the project) reviewing the performance and compliance
with various contractual obligations covering the service provision and general maintenance management
performance. The aim will be to report on all matters relevant to the Sponsor typically including the following:
-

Review minutes of the liaison meetings (or similar) between the client and the Sponsor and any other
reports produced by the client on the Sponsor’s and/or sub-contractor’s performance;

-

Review compliance with the technical specification for operation and maintenance;

-

Review of the annual lifecycle (i.e. Heavy Maintenance & Renewals) programme, including cost and
content and make alternative recommendations where appropriate;

-

Monitor the Project’s environmental and social aspects, highlighting any non-compliances and/or
significant environmental and social incidents that have occurred, along with recommended followup measures.

-

Observation and support for commissioning process and responses

-

Updating risk review for project

-

Support to the Sponsors during construction completion and operational start-up consenting,
approval and documentation processes

-

For projects where the funding is not just during the capital phase but also extends into the
operational phase, the STA would continue to monitor the performance of the works. The key aims
are to ensure that the assets are being operated and maintained in a safe manner in accordance
with contractual requirements and good industrial practice. During this phase the STA would typically:
i. Review monthly reports from the O&M contractor and produce a quarterly report on asset
performance that highlights any risks or concerns.
ii. Perform an annual site visit and document in a more detailed annual report the state of the
asset, the key activities in the past year and the key activities planned to be undertaken in
the following year.

During the operation of the plant, the STA could be required to provide advice on re-financing or life extension
or where material changes are proposed to key agreements such as PPAs. It is typical that the lifetime of the
physical asset will extend beyond the term of the initial finance agreement and key agreements such as PPAs
or fuel supply agreements. The STA would be expected to act on behalf of the Sponsors to address changes
and/or future arrangements as they arise.
4.4.3

Transport
Typically, STA services are provided in the following three phases for a project that involves private financing:
Scope of work

Example Deliverables

Phase – I: During project development (preFinancial Close)

-

Report summarising key findings across all
areas of scope

Phase – II: During project implementation (postFinancial Close), and;

-

Agreed monitoring activities

-

Reporting of findings from monitoring activities
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Scope of work

Example Deliverables

Phase – III: During Operation and Maintenance
phase following construction completion and
handover to operations

-

Agreed monitoring activities

-

Reporting of findings from monitoring activities

Typical scopes of work for the above three phases of a project are described in subsequent sections.
4.4.3.1

Phase – I: Scope of work during project development (inception up to Financial Close)
During this phase the STA is primarily responsible for providing Technical Support to the project Sponsors to
ensure expert technical decision making. The STA performs an initial assessment and analysis of the project
as is proposed by the end Client and supports the development of a sound technical bid to be provided by the
Sponsor. The STA can also provide information to potential third-party funders.
The TA’s input will typically include the following over an initial 10 to 12 week period:
1.

2.

3.

Overview and familiarisation with the Project
-

Review the project documents/tender documents including in particular the technical specifications
and requirements of the project. This may include an analysis of market opportunities and
characteristics. The STA’s aim here is to ensure that any proposed development has the optimal
technical characteristics to take best advantage of the market opportunities on offer.

-

Review the proposed technical solutions, design approaches and cost matrices. This may include
the STA looking at the general technology class and key equipment proposed, as well as highlighting
known strengths and risks.

-

Review of the design and construction program i.e. a high-level view on critical programme delivery
dates and highlight any areas where there is either a risk of slippage or opportunities for shortening.

-

Review capabilities and roles of proposed contractors and/or operators. For examples, for projects
where the Contractor for the build phase and/or the Operations and Maintenance parties have been
identified the STA will provide a high-level view on their track record, market standing and capability
to deliver.

-

Assist in understanding existing client policies and procedures: Ensure all bid team members are as
informed as they can be of the client’s general requirements.

-

Initial discussion with stakeholders to develop project risk and opportunity registers: Acting as the
technical lead for early stage project planning, to align a common vision of the project issues and
outcomes for all.

Project management structure
-

Review and comment on the overall project management structures for both the design &
construction and operations & maintenance phases of the project, including a review of the resumes
and experience of the individuals proposed to be involved in the management of the project, if
available.

-

Identify the principal interface risks including the interface issues with the ultimate client and
subcontractors and with third parties such as the authorities responsible for safety, fire, police,
utilities, etc.

-

Support Sponsors in responding to queries from all key external parties;

Contractual structure
-

Review of the key project documentation for the purpose of understanding the project (project
agreement, heads of terms, preliminary risk matrix), these may include:
i. Operation and Maintenance (O&M) contracts
ii. Engineering Procurement and Construction (EPC) contracts
iii. Long Term Service Agreements (LTSA)
iv.

Land Access Agreements (LAA)

v.

Land Lease Agreements (LLA)

vi.

Usufruct Agreements
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-

Comment on the technical aspects of the proposed contractual structure and the allocation of risks
to the principal sub-contractors. Risks may include:
i. Demand Risk: Off-taker shall make capacity payments based on the available capacity of
the asset.
ii. Availability Risk: In case available capacity is less than a % threshold of the guaranteed
capacity for a continuous period it shall result in the project company (Sponsor) default.

4.

-

Comparison of the technical requirements of the project agreement with the Sponsor’s proposals;

-

Review the payment mechanism and performance penalty regime. Comment on the termination
provisions in the project agreement and provide an analysis of the payment mechanism in terms of
a realistic scenario analysis, including any expected penalty deductions;

-

Comment on the termination provisions in the project agreement, design & construction contract(s)
and operations & maintenance contract(s);

-

Acceptability of the proposed arrangements for change control, quality assurance, quality control,
liquidated damages, collateral warranties, defects guarantees, bonding and retention arrangements,
and;

-

Detailed review of all project contracts including design & construction contract(s) and operations &
maintenance contract(s).

Design and technical solution
-

Review geotechnical issues and assess design assumptions;

-

Overall project site layout indicating land allocated to the project, boundaries, connection & interface
points with utilities, etc.

-

Comment on the optimal tariff structure, including treatment of foreign exchange risk, revenues from
treated sewerage effluent, environmental deductions. This tariff will be based on the traditional
capacity and output components but will be tailored to meet the needs of individual projects. This
should be structured so as to be bankable, acceptable and beneficial to all the stakeholders.

-

Benchmarking of costs and tariff. Use market knowledge to provide benchmarking study to compare
project CAPEX and OPEX costs and tariff proposal to similar regional projects.

-

Technical inputs into Sponsors Proposal and Project agreements including the following:
i. Technical data and specifications, technical evaluation criteria and technical information
requirements which includes but not limited to Project overview, location and site conditions,
ii. Financial and commercial elements such as tariff, funding and financing structure, hedging
and bankability related issues.
iii. Technical project description, works description and specific requirements, minimum
functional specification (“MFS”) and related performance specifications
iv.

Inspection, testing, start up, handover and commissioning details

-

Risk review for project: work with the Project team to compile and maintain a risk register for the
project.

-

Attend site visits, particularly in the assessment of planning and environmental matters.

-

Review and evaluate the design, site and methodology applied. This may include a review of site
liabilities, land contamination etc.

-

Comment on the structure and organisation of the design team;

-

Comment on the suitability of the design vis à vis the operational standards;

-

Comment on the compliance of the design vis à vis any statutory requirements;

-

Review of health & safety, operation and maintenance issues;

-

Review of planning consents and environmental permitting;

-

Comment on the adequacy/achievability of the proposed construction program;

-

Comment on the required planning permissions and other required consents;
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5.

6.

-

Review and analyse risks associated with the use of any innovative or untried materials, technologies
or construction techniques;

-

Provide Value Management support to ensure that suppliers and designers are providing optimised
and coordinated designs;

-

Support to Sponsors on Environmental, Social, and Governance (ESG) issues – Environmental and
Social studies: governance issues etc.: initiate, scope, specify and if necessary, undertake
Environmental and Social Impact Assessment (ESIA) studies or review and manage proposals from
specialist suppliers. Support Sponsors in discussions on such issues with funders.

-

Assist sponsors with scoping, procurement and liaising with others, such as: Lender’s Technical
Advisors etc. Assist as required on all technical discussions and queries with external stakeholders
and suppliers/reviewers/approvers.

Project costs and schedule
-

Analyse and comment on the proposed construction costs, and identify potential sources of cost
overruns;

-

Benchmarking of the proposed construction costs;

-

Analyse and comment on the project’s design and construction timetable, and identify any
construction delay which may be reasonably expected to occur;

-

Analyse the potential impact, in terms of costs and delays, in connection with expropriation issues
that may arise in respect of land requirements necessary to implement the project;

-

Review and comment on the cost, operational and performance assumptions included in the financial
model for the project, including the profile of the milestone payments during the construction period
and the risk of time and cost overruns;

-

Comment on the adequacy of long-stop dates;

-

Liaise with the insurance advisor to provide technical advice and opinions required in connection with
insurance aspects, if necessary (such as appraisal of potential damage due to accident/disaster);

-

Review and comment on the Sponsor’s approach regarding traffic-related impacts population
demographics and subsequent demand on the lifecycle programme;

-

Analyse and evaluate the proposed maintenance and renewals plan, specifically the adequacy of the
level of cost and the frequency of heavy maintenance interventions and renewals;

-

Analyse and evaluate the proposed arrangements under the performance mechanism (if any) for
retentions/penalties in the event of poor performance;

-

Provide a comparison against similar projects;

-

Provide a capital cost comparison analysis of similar projects;

-

Undertake a construction phase termination analysis whereby a cost for completion is built up for
various scenarios in which the design & construction contractor(s) is terminated at varying stages of
the project. This is required to establish maximum liability during this stage and to size an appropriate
performance bond;

-

Review and comment on the profile of any milestone payments during the construction period and
the risk of time and cost overruns.

Construction
-

Comment on the ability of the design & construction contractor(s) and any major sub-contractors to
manage the risks assumed by them under the project agreement and major sub-contracts and meet
the requirements specified, these may include:
i. Experience of developing, operating and maintaining one or more similar projects and at
least one similar project outside the home country;
ii. Satisfactory technical track record and experience in the execution and O&M of similar
projects;
iii. Evidence of professional and specialist technical experience available for the Project;
iv.

Strength and demonstrated long term experience of successful design and construction
transportation networks;
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v.

Strength and demonstrated long term experience of successful operation and maintenance
of transportation networks (including the demonstration of a robust and proven portfolio).

-

Assess the likelihood that the liability caps are sufficient and the likelihood that those caps might be
exceeded (as well as the consequences).

-

Review and evaluation of detailed design approach from EPC and O&M partners: Provide design
review against project requirements and for cost optimisation and to help designers accommodate
local and regional preferences and needs.

-

Risk review for project at key milestones: Provide programme analysis for maximum delivery
efficiency.

-

H&S and O&M review of design proposals: Specialist skills to support designers in review of key
elements of design for compliance and design optimisation.

-

Construction proposals
i. Assist sponsors with resolution of design challenges through construction: Provide
alternative technical voice for response to design changes or unexpected issues.
ii. Support with buildability reviews and review of design changes: challenge design and
construction approaches to achieve optimal delivery performance.
iii. H&S and O&M review of design proposals: provide challenge and support stakeholder
review of specialist areas of design as required.
iv.

7.

8.

9.

Support to the Sponsors during stakeholder and permitting applications and negotiations

Maintenance
-

Initial review of maintenance strategy (what activities, if any, are to be carried out inhouse and also
the proposed cost and strategy for any planned maintenance subcontract(s));

-

Adequacy and completeness of the proposed services and maintenance packages;

-

Initial review of the proposed performance mechanism under the project agreement (if any) including
benchmarks from good industry practice;

-

Identify major accident and incident risks associated with maintenance of the infrastructure and
potential impacts on operations, frequency and service interruptions, etc.;

-

Assess the ability of the provider of maintenance services to meet the requirements specified in the
project agreement;

-

Assess the likelihood that the liability caps are sufficient and the likelihood that those caps might be
exceeded (as well as the consequences);

-

Review with regards to the assumptions with respect to handback guarantee;

-

Review with regards to the assumptions with respect to heavy maintenance provisions; and

-

Review with regards to the assumptions with respect to any maintenance reserve accounts.

Environmental risks
-

Review and comment on the Sponsor’s proposals vis à vis environmental requirements as defined
under the project agreement; and

-

Review and comment on the approach being adopted in respect of site conditions, the adequacy of
remedial works and the impact of environmental issues on both the construction and the long-term
operations of the Project.

Equator Principles
-

Review the project in the context of the requirements of the equator principles and opine on the
categorisation of the project under the equator principles.

10. Support in Financial modelling.
Once the project development work is largely complete, the project will move towards Financial Close. The
STA will continue to provide support / input as per above during this process and, in particular, will assist with:
a)

Assessment of technical inputs to financial model, that may include:
i. Demand / capacity including variability.
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ii. Operation and maintenance costs.
iii. Long Term Service Agreement (LTSA) costs.
iv.
b)

EPC costs.

Assisting with development of the toll model. If required, assist with the development of a robust
project financial model and business case.

11. Reporting
-

4.4.3.2

The STA should regularly report to the Sponsors with their review comments on the deliverables
covered in points 1 to 9 of Phase 1 above.

Phase – II: Scope of work during project implementation
In this phase, the role of the STA will generally be to report on and monitor all matters that are relevant for the
assessment by the Sponsor of the project’s ongoing performance and risks, and; to be active for the Sponsor
in delivery areas as required.
With this in mind, the STA’s role will typically include:
-

Monthly site visits and reports, the frequency may be changed during the course of the
implementation, depending on the Sponsors requirements;

-

Monitor progress against the implementation programme and achievement of milestones;

-

Review expenditure – progress against cash flow and budgets including monitoring of significant
variations;

-

Monitor the permits and approvals status, including amendments, deviations and renewals;

-

Review of progress against programme (based on information provided by the EPC contractor)

-

Review of progress against expenditure (based on information provided by the EPC contractor)

-

Monitoring of significant variations

-

Maintaining and updating a key issues log including required actions and progress made on these
actions.

-

Summary of construction – confirmation that the STA is satisfied and notification of any technical
non-compliance issues including remedial proposals and actions taken to rectify;

-

Completion – confirm that the requested certificates have been properly issued for substantial
completion and entry into service.

Prior to handover to operations it will be necessary to demonstrate that all contractual requirements for the
construction, testing and commissioning phase have been successfully completed and that any remedial
actions are documented on an agreed snagging list. The STA would be expected to review and agree that
this has been completed. The information reviewed would include final copies of the various documents listed
above as well as a completed health and safety file.
4.4.3.3

Phase – III: Scope of work during operation and maintenance
During the operations phase the STA will provide quarterly reports during the first year of operations and then
semi-annual (or any other interval as appropriate for the project) reviewing the performance and compliance
with various contractual obligations covering the service provision and general maintenance management
performance. The aim will be to report on all matters relevant to the Sponsor typically including the following:
-

Review minutes of the liaison meetings (or similar) between the client and the Sponsor and any other
reports produced by the client on the Sponsor’s and/or sub-contractor’s performance;

-

Review compliance with the technical specification for operation and maintenance;

-

Review of the annual lifecycle (i.e. Heavy Maintenance & Renewals) programme, including cost and
content and make alternative recommendations where appropriate;

-

Monitor the Project’s environmental and social aspects, highlighting any non-compliances and/or
significant environmental and social incidents that have occurred, along with recommended followup measures.

-

Observation and support for commissioning process and responses
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-

Updating risk review for project

-

Support to the Sponsors during construction completion and operational start-up consenting,
approval and documentation processes

-

For projects where the funding is not just during the capital phase but also extends into the
operational phase, the STA would continue to monitor the performance of the project. The key aims
are to ensure that the assets are being operated and maintained in a safe manner in accordance
with contractual requirements and good industrial practice. During this phase the STA would typically:
i. Review monthly reports from the O&M contractor and produce a quarterly report on asset
performance that highlights any risks or concerns.
ii. Perform an annual site visit and document in a more detailed annual report the state of the
asset, the key activities in the past year and the key activities planned to be undertaken in
the following year.

During the operation of the plant, the STA could be required to provide advice on re-financing or life extension
or where material changes are proposed to key agreements. It is typical that the lifetime of the physical asset
will extend beyond the term of the initial finance agreement and key agreements. The STA would be expected
to act on behalf of the Sponsors to address changes and/or future arrangements as they arise.

4.5

Team structures
The Technical Advisor should field a team balanced with technical and commercial knowledge. The staff
allocated should be specifically selected to suit the project requirements. The staff selected should have
experience of working on projects using third-party finance.
The STA should appoint a Project Manager who will be fully familiar with all technical, contractual and
commercial aspects of the project supported by Subject Matter Experts. Normally, the Technical Advisor role
would be performed by an organisation but would be highly dependent on a single named individual who
would lead the works. It would be expected that this individual would have 20+ years’ experience and have
excellent communication skills. That individual would be able to reach back into his / her organisation for
specialist technical support. This is particularly important during phase 1 where multi-disciplinary expertise is
required to ensure that the STA delivers the services to the quality required.
During subsequent phases, the reliance on the single individual would typically increase and it is therefore
good practice to ensure that, whilst the majority of the works can be delivered by that one lead person, there
is sufficient delegation / sharing of workload that the STA’s deliver is not overly exposed to that one individual
no longer being available.
It would be strongly advised that in awarding any STA contract, that mechanisms are put in place to ensure
that the STA is not able to change out key staff (and especially the STA lead) without prior agreement. A
typical team structure for a TA on a Water or Power project is given below.
Project Director

Project Manager

Technical Specialists
Civils

Process

Structures

Construction

Mechanical,
Electrical,
Instrumentation,
Control (MEICA)

Contractual

Maintenance

Environmental

Support staff
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Additional Technical
Specialists
Geotechnical, Project
Management, Special
Structures, Asset
Management, Ecology,
Archaeology and Hydrology.

A typical team structure for a TA on a Transport project is given below.
Project Director

Project Manager

Technical Specialists
Geotechnical

Civils

Structures

Construction

Project
Planning

Contractual
Environmental

Maintenance

Additional Technical
Specialists
Tunnels, M&E, Special
Structures, Asset
Management, Ecology,
Archaeology, Traffic,
Drainage and Hydrology,
Highway, Railway Systems,
Rolling Stock, etc.

Support staff

The team should include MEICA (for power and water projects), Process, Civil, Financial, Structures,
Geotechnical, Construction, Project Planning, Contractual, Maintenance and Environmental Specialists.
Depending on the additional special components of the project, additional specialist should also be included.
The team shall be supported by a support team with engineering capabilities to undertake any specific
engineering work to inform the conclusions of the Technical Specialists.

4.6

Engagement length
Typically, the STA is appointed for Phase I and II of the project, to be extended for Phase III if the Sponsor is
able to secure the finance for the project.
International private financed projects will require the services of the STA for typical periods as listed below.
Scope of work

Typical engagement length

Phase – I: Support pre-Financial
Close

6 to 12 Months
(Typically due diligence is undertaken over 10-12 weeks with a further
period of at least 4 weeks for Funders review and Q&A)

Phase – II: During
implementation; and

2 to 5 years

project

Phase – III: During operation.

4.7

(Typically, monthly reviews with specific additional inputs e.g. advising
on claims, variations, delays)
10 to 30 years
(Periodic (quarterly/bi-annual/yearly) inputs including annual reviews of
the maintenance budget)

Fee structures
Fee structure typically adopted for International private financed projects is given below.
Scope of work

Typical Fee structure

Phase – I: Pre-Financial Close

When the project details and the scope of work of the STA are well
defined, the fee is on a lump sum basis, with payments made at
milestones. Out of pocket expenses and travel is generally considered
on a reimbursable basis.
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When the project details, timelines and/or the scope of work of the STA
are not well defined, it may be better to adopt a STA commission on a
time charge basis.
Often, there would be a discount / incentive arrangement based on
achieving financial close. Typical discounts would be up to 25% with the
reward payment sought typically being double the discount (so in the
case where a STA offered a 25% discount on fees prior to financial close
this would typically be tied to a 50% bonus on achieving financial close).
Phase – II: During
implementation; and

project

Typically, on fixed monthly fee and out of pocket expenses and travel on
a reimbursable basis.
Any additional inputs on a time charge basis.

Phase – III: During project
operation
and
the
final
completion.

Typically, on fixed periodic fee and out of pocket expenses and travel on
a reimbursable basis.
Any additional inputs on a time charge basis.
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5

Risk & Insurance Advisor

5.1

Overview
The risk and insurance advisor asses the key issues that should be considered through project development,
including through the quantification of risks. They provide an overview of the types of activities that are
required as part of the process of securing private finance...

5.2

Project role
When looking to secure private finance the ability to show that risks are being fully managed, and that
appropriate insurance coverage is in place. Risk and insurance advisors are engaged at all parts of the project
lifecycle through securing the financing to the completion of the project. Managing risk is key to ensuring a
successful engagement with project lenders.
A Risk and Insurance adviser is able to support through understanding the key risks that are faced in a project,
the different mechanisms whereby they can be reviewed and quantified, through to the placement of
appropriate insurance programs to minimise their potential impact. Once the project is undertaken then these
activities would form a core component of the management of risk throughout the project lifecycle.

5.3

Example scope of work
Risk and Insurance advisers are often used by Chinese Companies. However, their role is often not as
extensive as would be expected in an internationally privately financed project. The following list of services
has been provided as a guide to assisting in determine how to manage risk and insurance issues:
Scope of work

Example Deliverables

Risk management

Analytics

Insurance

5.3.1

-

Project Risk Register

-

Project Risk Mitigation Plan

-

Project Risk Management Framework

-

Risk Operating Procedures

-

Report of findings

-

Risk Model

-

Cyber Model

-

Natural Catastrophe Model

-

Pandemic Model

-

Terrorism Model

-

Report of findings

-

Insurance Programme and approach

-

Insurance placement

-

Report of findings

Risk Management
The tasks to be undertaken in this phase typically includes:
-

Project risk profiling and risk allocation

-

Project Risk Management Procedures Analysis

-

Contractor Capability Analysis
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5.3.1.1

Project Risk Profiling and risk allocation
Overview
It is important that potential risk “hot spots’ are identified at both the beginning and through all stages of the
project. Through developing the formal Project Risk Register, the opportunity exists to identify risks faced and
understand their rational (causes), current controls, and potential consequences. By doing so, and using
scoring criteria that relates to the delivery of the project, then a list of priority risks can be determined.
The process of developing a project risk register and mitigation plan forms a core component of project
management. It allows all stakeholders to better understand how risk is being managed in a project, what
steps are being taken to minimise potential loss, and how that is being priced into the costs.
Methodology
Prior to determining these risks, it is important to calculate the project financial tolerability to loss that can then
be set as the baseline for risk activities. This should be supported by a risk appetite calculation, which refers
to the level of risk acceptable within the project. By determining this level, all risks can be measured against
two criteria – the financial ability to retain the risk and the willingness to retain the risk.
Prior to the development of the risk register a formal materiality scale will be determined based on the agree
risk tolerance and appetite. Materiality scales allow measurement of impact and severity presented as various
tranches to allow different risks to be compared quantitatively. It highlights why certain risks are more of less
important for the project
Having developed the risk register and agreed the critical risks to the project it is important to put mitigation
controls in place to minimise them to a level that is acceptable (based on the risk tolerance and risk appetite
noted above). This would include determining those risks that could be mitigated through transfer to Insurance.
These formalised action plans can then be used as management tools to manage risks in the project,
determine the use of critical resources and ensure a project meets its delivery requirements.
Once the risks have been agreed then they can be allocated to the relevant projects party; this will ensure
that the most relevant party has the responsibility for ensuring the risk is being managed to the expected level.
A Project Risk Allocation methodology is used to determine this allocation from both a risk and financial impact
perspective.
To support the ongoing management of these risks and the mitigation plans in place a set of Key Risk
Indicators (KRIs) would be developed to monitor the mitigation activities in place to manage the most critical
risks to the project. These could be linked, where required, to the underlying project objectives and their own
Key Performance Indicators (KRIs).
Benefits
As well as providing critical information to investors on the risks being faced, the undertaking of project risk
profiling enables allows a view of risks across the project lifecycle. It would also allow management of multiple
risks inherent at the stakeholders/contractors/ suppliers’ sides in a holistic manner. It will also highlight to
insurers that risks are being managed and assist in securing more favourable terms and conditions. Finally, it
can increase the ability to meet project objectives and deliver on-time, within budget, and scope.

5.3.1.2

Project Risk Management Procedures Analysis
Overview
Within a project, it is important to have in place the appropriate policies and procedures for managing risk.
This involves setting out the risk management structure to assess, monitor, and manage risk activities across
the project team, main contractor, sub-contractors, and all other third parties. This will ensure that risk is
managed formally across the lifecycle of the project, using a comprehensive set of codified procedures and
monitoring tools.
In many projects, there may be multiple parties involved and it is important they follow a single unified
procedure. This will ensure that a common methodology is used; there is a common taxonomy for risk, and
monitoring of the application. Additionally, the use of standardised risk management procedure allows for the
development of Key Performance Indicators (KPIs) that can be used to drive risk performance. It also ensures
that a single unified risk culture can be implemented that will underpin the delivery of all risk activities. Similar
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to the procedures, it is likely that all parties will have different risk cultures, so it is important to develop a
standardised process.
Methodology
Develop a Project Risk Management Framework in line with project management best practice to ensure a
series of policies are in place. Procedures and protocols to oversee the management of risk. This will include
a series of Key Performance Indicators applied to all parties on the project to monitor and review their
individual management of their risks and how that impacts on the overall success of the project.
Provide training in the use of these procedures and make all relevant parties fully aware of them (and what is
expected of them) throughout the project lifecycle.
Benefits
After the review there will be a robust set of Risk Operating Procedures for the management of risk in place
for the project. It will also assist in having all roles for project risk management fully defined and agreed.
Finally, it also provides investors with an understanding that a formal process is in place, and has been
embedded across the project, for managing risk.
5.3.1.3

Contractor Capability Analysis
Overview
When determining how to structure the project and what contractors to use the selection process does not
always consider the related risk issues. With many different contractors in the marketplace and many different
types of contracts being bid for, it is important to select the most suitable contractor. Key questions that will
be considered in contractor selection include:
-

Has the contractor suitable experience in working on this type of contract? It is important to ensure
the contractor has the necessary experience and capabilities as well as their safety history

-

Does the project require specialist contractors? In many instances, projects require specialist
contractors and it is important to understand who is available in the market and their experience from
a claims perspective

-

Does the project involve sums far greater than has previously managed? If this is the case, then
there will be more reliance upon the contractor and, as such, need to ensure they have the necessary
capabilities and experience to deliver

-

Is the timeline for the project adequate for the size and type of construction envisaged? Again, if the
timeline is tight then it is important to identify a contractor who can meet that without resorting to cost
cutting measures and / or exposing the project to undue risk

Methodology
Provide management and statistical insights into risks by aggregating comprehensive disparate data sets and
provide a tool for contractor benchmarking, inspection statistics, historic loss rates, and root cause analysis.
This will be used to not only select the right partners for the project based on their historical performance, but
also help better monitor and manage the projects while in progress. This will also assist executive leadership,
procurement analysts, and safety managers in making effective decisions, improving safety, mitigating losses,
and increasing returns on risk investments
This can then be used as the baseline tool for contractor selection on various types of projects. This is
important to investors as it provides security that the most appropriate contractors are being allocated to the
project where their capabilities and safety management practices are best suited.
Benefits
It is understood that contractor selection is a complex issue that should be addressed. By improving contractor
selection through the use of data analytics it is possible to understand per-project needs, map contractors
directly to those requirements, and where appropriate, determine the potential of multiple contractors on
projects. This will be of benefit to investor as it will highlight that a robust decision-making process is in place.
5.3.2

Analytics
The tasks to be undertaken in this phase typically includes:
-

Key risk modelling
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5.3.2.1

-

Emerging Risk – Cyber

-

Emerging Risk – Natural Hazards

-

Emerging Risk – Pandemics

-

Emerging Risk – Terrorism / Political Violence

Key Risk Modelling
Overview
Each risk that has been identified as critical to the project should be quantified to understand the potential size
of the loss and the probability of it occurring. By undertaking risk modelling the project will be better aware of
the possible magnitude of the risks that it faces which will then support the choice of appropriate mitigation
activities. This will also support the usage of project capital to protect the project form a loss.
Key risk modelling involves the quantification of these risks using a variety of established techniques to acquire
multi-dimensional views on:
-

expected loss frequency

-

expected loss severity

-

underlying loss uncertainty or variability

-

probable worst-case scenario loss

Each risk will have different scenarios; each of these could then have different outcomes. Through the use of
statistical modelling, the potential range of possible loss scenarios can be ascertained and their potential
impact to the project or across a series of projects.
Risk modelling involves the use of statistical and other models to derive both loss distributions as well as best
estimates. Usually each key risk identified is represented by one loss distribution. A loss distribution represents
the range of potential losses associated with that specific risk and is calibrated to reflect its underlying severity
and uncertainty. In each case, this can be done for frequency and severity separately, or in combination by
factoring in the combined effect of frequency and severity jointly.
Methodology
This involves the analysis of historical and industry loss data, risk exposures such as turnover, asset or
business interruption values and the incorporation of secular inflation. Where insurance losses are concerned,
claims development patterns and adjustments for change in underlying exposures or other specific risk factors
are considered in developing appropriate loss distributions. Issues to be considered include:
The key to risk modelling is for loss distributions to retain the necessary features to reflect or mimic the nature
of the risk itself as observed in real life situations. This gives another dimension to conventional Maximum
Foreseeable Loss (MFL) scenarios, which while can provide some insight as single point estimates, often lack
context (i.e. a range of potential outcomes and their associated values).
In each case, the model will provide a guide to the level of potential loss.
Benefits
Risk modelling is a quantification process to determine, for an agreed set of critical risks, their potential
financial Impact to the project. This will assist in determining the critical risks to the project by providing
comprehensive data on their potential impact. By understanding the scope and nature of these risks, informed
decisions can be taken on the mitigation actions to be taken, reflect upon their costs related to exposure and
determine optimum risk versus reward for managing risks. This information will support the securing of private
finance, as it will provide lenders with an understanding of the largest financial exposures, how they are
managed, and the potential impact to the financial standing of the project should any arise.
5.3.2.2

Emerging Risk - Cyber
Overview
Cyber Analytics looks to focus on exposures across the project lifecycle through focusing on a series of threat
vectors that could impact on operations. It also looks at analysing exposures by understanding that every type
of project will be exposed to a cyber-attack, as each is dependent upon technology for the delivery of activities.
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Cyber Analytics is primarily focused on determining the level of exposure and understanding the current
controls that are in place to minimise the potential for occurrence, which includes both pre and post loss
capabilities:
-

Exposure Assessment: evaluates risks based on adversary capabilities, intent, and likelihood to
determine scenarios and the resultant business impacts for evaluation. These are known as the
“threat vectors”. Through undertaking a comprehensive risk assessment of the issues faced, a critical
set of threat vectors can be determined. These will differ across projects depending upon the nature
of activities, the location, and level of technology used

-

Scenario Design: These threat vectors will then be consolidated into a series of scenarios that will
be related back to the current controls in place. Part of the analysis includes a review of the current
IT infrastructure, identify and validate key features of the projects cyber-security on IT systems and
OT equipment. The latter is undertaken through a cyber and OT posture health check

-

Financial Impact Analysis: this determines the boundary conditions for losses for each scenario –
the upper and lower limits of financial impacts – reported in designated financial measures. This will
then provide an assessment of the potential financial loss to the project as well as highlight the
potential risk transfer options that result in the lowest cost to provide the most efficient protection

From a project perspective, and in particular where there may be multiple projects being undertaken, a cyberanalysis will focus on measuring what matters and look for volatility across and within projects. There will be
risk interdependencies across both multiple projects and the supply chain, so it is important to determine
exposure and volatility all activities. The intention is to ensure that any mitigation investment brings the most
return on spend.
Methodology
Determine the cyber exposures. The key issues that are considered are:
-

Potential Exposures - network interruption, targeted infrastructure attacks, targeted project and
facility attacks, third party interruptions, data integrity etc.

-

Outputs – System interruption, structural damage, operational disruptions, and financial impacts

Benefits
The use of cyber modelling provides a comprehensive measurement of business impacts should a cyberevent occur. This will then support the potential for cash flow and investment to minimise these potential
impacts. As such, it will allow for the measurement of the efficiency of risk capital deployment (including
insurance programs) and ROI measure of risk capital to minimise the exposure and mitigate any attacks.
5.3.2.3

Emerging Risk – Natural Hazards
Overview
Natural Catastrophe Modelling is well established in the insurance, reinsurance and risk management sectors
globally, and one of several accepted methods of quantifying extremely low probability and extremely high
severity events caused by natural hazards.
Catastrophe models today cover most of the developed and parts of the developing world with respect to
Earthquake and Typhoon perils. The majority of catastrophe models are structured with the main components
catered for a specific purpose:
-

Exposure Assessment: to capture the location of the assets/buildings/infrastructure to be modelled,
with the details of the asset values, purpose (use), construction type and other key information

-

Hazard Review: underlying each cat model are a great number of possible events with a pre-set
frequency and intensity. This is the area incorporating most of the scientific knowledge behind the
hazard and is specific to the country and the peril in question. For example, for earthquake models,
ground shaking at the site, surface geology, attenuation, and site-amplification factors are key
components of the model that translate into local ground-shaking intensity calculations.

-

Vulnerability Assessment: this models how building structures will respond to a particular intensity
of each event and is a key component in determining the extent of resulting damage

Catastrophe models typically produce fully probabilistic results, which include the Average Annual Loss (AAL),
and losses at different severity levels associated with decreasing frequency (called return periods ranging
from 10 years up to 10,000 years). This work would be undertaken by the advisor and would be dependent
upon geographical information on the project.
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Methodology
These models are supplied by major vendors such as Risk Management Solutions (RMS) and Applied
Insurance Research Worldwide (AIR), which are further supplemented by other modelling firms such as JBA,
and Corelogic.
Benefits
These models are means to quantify extreme risks that are related to seismic or metrological phenomena.
Typically, cat modelling informs on losses arising from property and related business interruption exposures.
These catastrophe models also benefit from the expertise of a large number of scientists and researchers
who have deep understanding of their individual fields who have developed the models over time. They also
periodically updated over time with the emergence of the latest events, changes in climate, advancements in
engineering science, or secular improvements in building regulations. When combined with the Key Risk
Modelling, the outputs of cat modelling provides insight into the necessary insurance limits in the event of a
natural catastrophe event within an insurance programme.
5.3.2.4

Emerging Risk – Pandemics
Overview
Given its rapid spread, the novel coronavirus (COVID-19) is now an unprecedented health crisis of global
concern. Whether on a per-project or across a number of inter-dependent / inter-related projects, it is
necessary to determine exposures and how they could impact on continued operations.
Methodology
Pandemic Analytics is primarily focused on determining the level of exposure and understanding the current
controls that are in place to minimise the potential for occurrence, which includes both pre and post loss
capabilities:
-

Exposure Assessment: evaluates the scope of the potential risk across:


People: Assess the current & future people impact on operations to identify the most critical
jobs & ensure continuity. From that analysis, positions will be prioritised and immediate
shadowing and succession planning implemented.



Operations: Assess the current & future impact on operations on a per-project and multiple
project basis to establish what resources required to ensure continued activities. This will
be supported by the review and upgrading of existing pandemic recovery plans &
communication protocols. Ultimately this will also include the testing and training of these
plans



Supply Chain: Determine each project’s supplier recovery times, identify key dependencies
and inter-dependencies, identify and stay in contact with critical suppliers, and monitor
resilience of suppliers’ suppliers. It is important to be mindful off competition for alternative
suppliers’ services. Importantly, this will involve a review of contractual liabilities

-

Scenario Design: These exposures will then be consolidated into a series of scenarios that will be
related back to the current controls in place. These will look at the people related policies and
procedures, Health and safety management systems, and the Business Continuity Management
program in place. Each will provide guidance on how the scenarios will impact the project over an
agreed timeframe.

-

Financial Costs: This calculates the impact on the project financials through an analysis of delay
costs and operational costs, identify reinstatement times & “refill” requirements, and undertake an indepth analysis of alternatives, additional cost of working, and per-location constraints

The components of this model will look at understanding the scope and spread of the pandemics, how that
impacts on the project and operations, as well as determining the impact as recovery begins and people,
equipment, supplies, and technology return to operations.
Benefits
Understanding actual and potential pandemic exposures by using data analytics to understand project
concerns and determine what immediate and future steps should be taken to mitigate the impacts. This will
be of benefit to private finance, as it will highlight that this key issue is being addressed.
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5.3.2.5

Emerging Risk – Terrorism / Political Violence
Overview
Terrorism modelling is very similar to natural catastrophe modelling in approach and benefits. Terrorism
analysis focuses specifically on exposures by understanding which risk locations are most vulnerable to a
terrorist attack. In practice, these would be places deemed to have a high-impact and be highly-visibility in
nature where terrorists are seeking to draw as much attention as possible by maximising the property damage
and loss of life.
Methodology
Determine the exposures. The key issues that are considered are:
-

Potential Exposures - Active shooter, IUDs, suicide bombers, trucks, and drone threat

-

Outputs - Structural damage, human vulnerabilities, operational disruptions, financial impacts and
fire analysis

Benefits
Terrorism / Violent Threat modelling is a means of quantifying hard to quantify risks resulting from terrorist
activity. It determination of their potential Financial Impact to the project. This information will support the
securing of private finance, as it will provide lenders with an understanding of terrorism / violent threat
exposures.
5.3.3

Insurance
The tasks to be undertaken in this phase typically includes:

5.3.3.1

-

Insurance Coverage – Policy

-

Insurance Program Quantification

-

Insurance Placement

Insurance Coverage - Policy
Overview
The following table demonstrates how risks to a project can be transferred via insurance coverage. The table
is split between the policies typically procured by the owner and the contractor although some of these may
change in terms of responsibility for procurement; this will come down to contractual agreement.
Owner Controlled Insurances (OCIP)

Contractor Controlled Insurances (CCIP)

Contract Works (CAR)

Workers Compensation

Third Party Liability (TPL)

Motor Vehicle

Delay in Start Up (DSU)

Construction Plant, Tools & Equipment

Marine Cargo & DSU

Surety/Performance Bond

Terrorism & Sabotage, Political Risks

Professional Indemnity

It is important to note that owners can consider procuring Professional Indemnity on an OCIP basis, but this
is less common. Additionally, Delay in Start-Up can only be procured by the Owner and must be procured with
the Contract Works. Other insurances such as Environmental, Cyber, Directors and Officers are not usually
the subject of contractual allocation although they may be required for ESG purposes.
Methodology
For each of the main insurance coverage above the following is noted:
Contract Works - Construction & Erection All Risks Insurance (CEAR)
-

All risks of physical loss of or damage to the Contract Works, Temporary Works, Machinery, Materials
including whilst in transit (inland) and temporarily stored offsite

-

All Project Contracts (civil, erection, ancillary facilities, associated works)
Third Party Liability (TPL)
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-

Legal Liability for loss or damage to Third Party Property or death, injury, disease, sustained by Third
Party persons arising in connection with the Project contracts or works
Constructional Plant & Equipment (CPE)

-

All Risks of loss or damage to CPE and Temporary Buildings contents

-

Key or specialist Plant & Equipment (Delay in Start Up aspect)
Delay in Start Up (DSU)

-

Loss of anticipated revenue and the Additional Increase in Cost of Working if at any time during the
Period of Insurance any or all of the Contract Works suffer loss or damage

Benefits
There are varying levels of coverage that can be procured from the insurance markets. The advisor will
advocate the use of broad form wordings. These wordings should reflect changes in the insurance market,
the requirements of project stakeholders and the demands of contractual requirements. All policies will be
bespoke to meet the specific cover requirements, the demands of individual projects and the needs of each
client and project stakeholder. All wordings should be designed to achieve the broadest cover in order to
ensure that claims are paid.
5.3.3.2

Insurance Programme Quantification
Overview
Design a specific insurance programme that will provide a project with cover that is directly aligned to the
project’s risk profile. This will look to consider the project risk tolerance capacity and preferred risk appetite It
will also look to ensure the project complies with the relevant insurance law and regulation.
It is important the insurance programme meet the requirements of the project’s financiers and the contractual
obligations to the contractors. This will ensure the programme is tailored specifically to the
construction/operation phasing and there are no gap of coverage.
Develop an insurance programme that meets these needs and delivers not only the most competitive outcome
in terms of cost, but also provides acceptable and compliant insurers and reinsurers security, with coverage
that meets or exceeds any contractual insurance requirements.
Methodology
Undertake a Risk Financing Optimisation study to provide insights to support decision-making – specifically
for limits and retentions. Engage with the relevant insurance markets:
Analytics
-

Review the prevailing / existing Group Risk Profile (whether insurable risks or not) for exposure and
balance against defined appetite and tolerance limits, as well as with the projects overall risk bearing
capacity.

-

Develop a Risk Financing Optimisation approach / process and specify a suitable metric (if
applicable) to represent the optimisation level across the projects risk portfolio

-

Evaluate optimal levels of insurance coverage against juxtaposed levels of retention to the extent
that the portfolio is insurable

-

Evaluate costs and benefits of shortlisted risk financing options for the risk portfolio (whether the risk
is insurable or not) and suggest the optimum risk financing solution

Engagement
-

Review and confirm contractual responsibilities for project insurance

-

Management of project finance requirements which may impact project Insurances

-

Development of a comprehensive underwriting submission

Benefits
The benefit will be the designing an insurance program with quality, breadth of cover, responsiveness and
efficiency in claims settlement. This will ensure that, in the event of a major disruption to the project that is an
insurable event, there will be the necessary coverage to minimise its impact. Additionally, the programme will
be structured based upon each unique project’s risk portfolio ensuring insurance is maximised at the most
efficient cost.
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5.3.3.3

Insurance Placement
Overview
The intention of an Insurance marketing strategy is to drive market competition for the benefit of a project by
focusing primarily upon price and product whilst ensuring compliance with the Insurance Law of the country
in question.
Methodology
-

Advice on local, regional and global insurance/reinsurance market conditions and regulations

-

Advice and guidance on strategies of insurance and reinsurance arrangement and assist in preparing
risk & underwriting submission for insurance and reinsurance markets

-

Review and advise on the required insurance and reinsurance programs, coverage, terms and
conditions for the project from initial development, construction phase, transition phase including
reviewing sufficient sums insured, policy limits, deductibles, exclusions and ensure seamless nor
duplication of coverage between each phase of the project.

-

Draft Insurance and reinsurance placement slips plus any subsequent insurance and reinsurance
transaction documentation

-

Recommend the most economical & cost-effective insurance / reinsurance placement and
arrangement

-

Completion of the placement of program and obtain necessary reinsurance capacity following the
agreed lead terms and conditions.

-

Taking part in discussion, clarification, negotiation, meeting, correspondence with owners,
contractors, advisors or finance parties as required

-

Coordinate and ensure that the agreements, documents, notification, assignment,
acknowledgement, information and undertaking required by finance parties, lenders, Project
company and Contractors are agreed upon by reinsurers and such documents are completed in good
order and in timely manner

-

Ensure all quotations, confirmations, cover notes, insurance and reinsurance signed slips,
assignments, acknowledgement to assignment and related documents are completed in timely
manner

The marketing exercise will ensure competition is maximised and maintained throughout the entire process
and the following key steps should be applied:
Stage One
-

Agree a list of all potential lead markets selected to provide lead terms

-

Review the best access point for each insurer having regard to existing relationships and
competitiveness

-

Optional - Undertake Roadshow presentations on a “one-to-one basis” with each selected lead
insurers

-

Release the insurance slips, policy wordings, and underwriting information submission before a
Roadshow with instructions to insurers to seek any specific areas of clarifications or additional
information

-

Review each leading insurer quotations and provide an initial Marketing Report and subsequent
recommendation on which insurers should be short-listed to be taken through to Stage Two
Stage Two

-

Re-approach each short-listed insurers to make improvements on premium rating and any specific
clauses or limit changes

-

Update the market report and make recommendations to maximise cover and minimise price from
each of the insurers who remain to provide lead terms.
Stage Three

-

Finalise any outstanding issues with final improvements if required then bind.
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Benefits
A planned marketing exercise will ensure that the most opportune markets and even specific underwriters are
approach to provide terms. Moreover, a pre-agreed strategy will help give a focused timeline for insurance
procurement in line with project milestones.

5.4

Team structures
To deliver these types of projects the risk and insurance adviser will put in place a team of experienced
consultants with the necessary skills to deliver the work. These consultants will have relevant industry
experience as well as be subject matter experts in the specific topics. A team is normally structured across
the following and is dependent upon the scope and depth of work to be undertaken.
Generally the team structure would be as follows.
Team member
Client Relationship Manager

-

Ensure objectives are met within timing and scope outlined

-

Provide overall guidance and technical expertise

-

Align with the client’s senior management on project progress

-

Make key decisions, sign-on on major deliverables, and act on
recommendations

-

Act as first point of contact for project coordination and execution.

Client PMO

-

Provide administrative support and ensure continuous reporting

Project Director

-

Keep client’s senior management informed on project progress

-

Supervise the performance of the project team and provide support
as needed

-

Communicate and develop frequent project updates

-

Develop and maintain continuous contact with the client’s project
team and functions

-

Manage the constraints of the project

-

Track and ensure the quality of all outputs across the project

-

Ensure the high-quality fulfilment of all technical aspects

-

Manage the constraints of the project

-

Schedule and conduct interviews, meetings, webinars etc.

-

Prepare deliverables and draft recommendations

-

Conduct fieldwork and delivery activities

-

Execute project activities

-

Review deliverables and work progress throughout the project
Provide insight into industry risks and trends

-

Provide insights into technical risk areas

Client Project Manager

Project Manager

Project Team

Quality Assurance

5.5

Responsibilities

Engagement length
The length of each engagement is dependent upon the scope of the work agreed and can take anywhere
between 2 weeks to 6 months. In all cases, it is prudent to engage with a Risk and Insurance adviser as early
as possible.
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5.6

Fee structures
Typically the risk and insurance adviser works on an hourly rate basis where it agrees the fee with the client
prior to the commencement of the project. This fee is normally inclusive of all costs (administration, travel and
other associated costs). It does not include any government or other related taxes. The fee is fixed for the
period though it can be subject to review should there be a material change to the scope of work to be provided.
Should this occur then the fee will be re-visited and amended to meet the changing requirements.

54

6

ESG Advisor

6.1

Overview
In line with the Sustainable Development Goals (SDGs), projects must address environmental, social and
governance (ESG) issues in a balanced and integrated manner (Equator Principles, 2020 1 ; IFC, 2012 2 ).
International private capital also considers the management of ESG risks and impacts is central to the success
of a project. This has encouraged project sponsors and lenders:

6.2

-

to adopt progressive ESG investment practices as part of routine decision-making processes and
building the capacity to manage, assess and monitor the ESG risks and impact; and

-

to implement international ESG good practices beyond mere compliance with applicable regulations.

Project role
In meeting SDGs and project ESG issues, ESG advisors are invited independently to:

6.3

-

support the project sponsor in the effective implementation of ESG through an active field- based
supervision, monitoring and verification, implementation support;

-

provide the project sponsor the ability and capacity in achieving ESG objectives & performances
materially; and

-

coordinate and cooperate closely with private capital and multilateral development banks, bilateral
development organisations and relevant centres of expertise which may finance the project.

Example scope of work
ESG checklists are provided as a guide to identify, assess and manage such risks (refer to the below subsections). These ESG checklists are guided by following applicable standards and guidelines, and are
expanded based on the applicable and available ESG international good practices:
-

The 2020 Equator Principles (EP) IV; and

-

The International Finance Corporation (IFC) Performance Standards (PS), 2012 on Environmental
and Social Sustainability in managing environmental and social risks and the applicable General
World Bank Group (WBG) IFC Environmental, Health and Safety (EHS) General Guidelines 3,4.

These ESG checklists, as appropriate, reflect the financial institutions requirements of ESG risks and impacts
portfolio and financing, and are grouped as follows:
Scope of work

Example Deliverables

Compliance with applicable local ESG regulations
and standards

-

Local authority legal documents

-

ESG regulation country summary

Applicability of relevant international treaties and
agreements

-

International treaties and agreement summary

ESG Assessment during project concept phase

-

Pre-Feasibility Study / Initial Environmental
Examination

-

Initial Poverty and Social Assessment Analysis

1

The Equator Principles, July 2020 – A financial industry benchmark for determining, assessing and managing environmental and social
risk in projects. Available at: www.equator-principles.com
2
The International Finance Corporation (IFC) Performance Standards on Environmental and Social Sustainability, January 2012. Available
at: https://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/Sustainability-At-IFC/PoliciesStandards/Performance-Standards
3
The International Finance Corporation (IFC) Environmental, Health and Safety (EHS) Guidelines. General EHS Guidelines: Introduction
Available at: https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/policiesstandards/ehs-guidelines
4
The WBG IFC EHS General Guidelines apply their own set of standards for specific effluents, emissions and discharges. Application of
the IFC PS requires that when host country regulations differ from the levels and measures presented in the Guidelines, projects are
required to achieve whichever is the more stringent.
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Scope of work

Example Deliverables

Environmental and Social Impact Assessment
(ESIA)

Environmental
(ESMP)

and

Social

Management

Plan

ESG Compliance Assessment

-

Environmental
System

-

ESIA Scoping Report

-

Stakeholder Engagement plan

-

Project Alternative Assessment

-

Cumulative Impact Assessment

-

Non-Technical Summary

-

Labour and Working Condition Plans

-

Resource Efficiency and Pollution Prevention
Plans

-

Community Health, Safety and Security Plans

-

Resettlement
Action Plan

-

Cultural Heritage Plan

-

Report of findings

and

and

Social

Livelihood

Management

Restoration

The project sponsor will work with the appointed ESG advisors to identify, assess, manage and report the
ESG risks and impacts with adequate information that will be readily accessible for relevant stakeholders.
6.3.1

Compliance with applicable Local ESG Regulations and Standards
Project sponsors need to ensure the ESG assessments comply with full range of applicable host country ESG
regulations and standards. The ESG advisor will:
-

-

Collect the relevant legal documents (provided by the relevant local authorities e.g. Department of
Environment (DOE), Department of Occupational Safety and Health (DOSH) as follows, but not
limited to:
-

Anti-Bribery and Corruption, Business Code of Conduct including License to Operate;

-

Labour and employment;

-

Project permits and approving authorities (including Environmental and Social Impact
Assessment process);

-

Spatial Planning (project does not contradict any local development plans;

-

Site selection;

-

Air emission and noise;

-

Water quality;

-

Waste management and effluent discharges;

-

Occupational Safety and Health (OSH) including Major Accident Hazards (MAH), hazardous
chemicals, occupational diseases etc.;

-

Land acquisition and Indigenous People (IP);

-

Human rights; and

-

Corporate Social Responsibility (CSR) and Community Development Plan (CDP).

Summarise the relevant standards required based on the host country ESG regulations and
standards. These form the minimum requirements to be met.
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6.3.2

Applicability of relevant International Treaties and Agreements
Given the possibility of international private capital involvement, a set of international standards may
applicable to the project. These additional standards and expectations will be adhered throughout the
planning, construction and operational activities. The applicability of international treaties/agreements is
subjected to the host country as one of the signatories or participating countries.
The ESG advisor will assess and summarise the relevant international treaties and agreement for the project
which may include:

6.3.3

-

Paris Climate Change Agreement (2016);

-

United Nations Framework Convention on Climate Change (UNFCCC) as Non- annex party and the
Paris climate accord within the United Nations Framework Convention on Climate Change (1992);

-

Convention on Biological Diversity (1992);

-

Convention on International Trade of Wild Fauna and Flora Endangered Species (1973);

-

United Nations Convention on the Law of the Sea (UNCLOS III) (1973 – 1982);

-

International Convention for the Prevention of Pollution from Ships, 1973 as modified by the Protocol
of 1978 (MARPOL 73/78);

-

Abolition of Forced Labour Convention (1957);

-

Minimum Age Convention (1973);

-

Convention on the Elimination of All Forms of Discrimination (1999); and

-

CESCR International Covenant on Economic, Social and Cultural Rights (2006).

ESG Assessment during Project Concept Phase
Project sponsors, with consultation with the ESG advisor(s) will:
-

-

-

Develop Pre-Feasibility Study (FS) or Initial Environmental Examination (IEE). As a first step the
project sponsor and advisor will agree the depth of the assessment required at this stage. This will
be dependent on the project impacts and risks. The assessment may comprise a full-scale impact
assessment or a desktop review of pre- FS or IEE, with its narrower scope, may be conducted for
projects with limited impacts, generally site-specific, largely reversible, and readily addressed
through mitigation measures. The content of pre-FS or IEE will include, at a minimum:
-

Introduction;

-

Policy & legal framework;

-

Project description including project design;

-

Description of ESG baseline

-

Economic and financial analysis;

-

Information disclosure, consultation and participation and Grievance Mechanism (GM)
Planning; and

-

Overview of Environmental and Social Mitigation and Management Framework (ESMF).

Develop an Initial Poverty and Social Assessment and Analysis (IPSA). This is prepared at the early
stage of the project cycle to assess the significance of social issues for a project. The IPSA will
require project proponent to understand the following topics:
-

Poverty impacts and social dimension i.e. links to the National Poverty Reduction Strategy
and Country Partnership Strategy, Poverty and Social Analysis;

-

Gender and development;

-

Community participation and empowerment;

-

Involuntary resettlement category and Indigenous People (IP); and

-

Other social related topics e.g. community health, local employment.

Develop an Environmental and Social Management System (ESMS) – this is a project-level
document providing a consolidated summary of ESG commitments relevant to the Project to ensure
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systematic and effective execution of these commitments. This shall be used as a guide to the
Lenders, the contractors and the stakeholders to identify, address and minimise the potential ESG
concerns and adverse impacts and ultimately enhancing and stimulating Project’s positive impacts.
Content of ESG management system includes:

6.3.4

-

Corporate ESG policies;

-

ESG organisational and responsibility;

-

ESG risk register including Construction and Operational Environmental Aspect Identification
(ENVID), Health Risk Assessment (HRA) and initial Management Plan;

-

Environmental, Health and Safety (EHS) training and awareness;

-

Stakeholder Engagement Plan (SEP) and Grievance Mechanism (GM);

-

On-going reporting to affected communities;

-

Emergency Response and Preparedness (ERP); and

-

ESG Management Plan, monitoring/inspection, reporting, audit and review.

Environmental and Social Impact Assessment (ESIA)
Environmental and social impact assessment consists of a multidisciplinary approach, which combines the
evaluation of the economic aspects of a project with the environmental consequences of undertaking the
project.

6.3.4.1

ESIA Scoping Report
The selected and registered ESIA consultant will:
-

Provide an initial overview of potentially significant environmental and social impacts that are most
important for project planning, decision-making and stakeholder interest and the proposed approach
to further understand and assess these issues; and

-

Summarise issues/ impacts deemed to have a negligible impact, or those which are well understood,
will be scoped out of the ESIA to focus on impacts that have been identified as potentially significant;
and

This report will include the results of a screening exercise which is intended to enable the project in identifying
the key issues at the start of the impact assessment process and allow for early recognition of these issues in
the design of the project based on the applicable local requirements and/or international standards.
6.3.4.2

Baseline Studies
Project sponsors and the selected and registered ESIA consultant will conduct the following:
-

6.3.4.3

Provide a context within which the impacts of the project can be assessed, a description of physical,
biological, social / socio-economic and cultural conditions that would be expected to prevail in the
absence of the project is required.

Impact Assessment including Unplanned Events
The selected and registered ESIA consultant will:

6.3.4.4

-

The impact assessment stage summarises the areas in which the project interacts with elements of
the physical, biological, cultural or human environment and the unplanned events to produce impacts
to resources/receptors; and

-

The principle steps are Impact prediction, Impact evaluation, mitigation and enhancement, and
residual impact evaluation.

Updated Stakeholder Engagement Plan (SEP) and Public Consultation and Disclosure
Project sponsors and the selected and registered ESIA consultant will conduct the following:
This task should align with wider stakeholder engagement activities. This includes where there is a community
engagement advisor as there will be overlap between the roles.
-

Following the Stakeholder Engagement Plan (SEP) preparation as part of the management system,
the updated SEP includes the progress of stakeholder list and the on-going engagement activities
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including public disclosures and grievance mechanism in achieving an effective stakeholder
engagement; and
6.3.4.5

The SEP is a live document, and as such it will continue to evolve as engagement is conducted.

Project Alternative Assessment
Project sponsors and the selected and registered ESIA consultant will conduct the following:

6.3.4.6

-

Develop an analysis of project alternatives. This is required in environmental and social assessment
to bring environmental and social considerations into the upstream stages of development planning
as well as the later stages of site selection, design and implementation; and

-

It will also include description of preferred alternatives including location, energy/fuel sources and
technology and facilities design of which incorporate the project’s Infrastructure and Equipment
Design and Safety (in accordance with the good international industry practice or GIIP).

Cumulative Impact Assessment (CIA)
Project sponsors and the selected and registered ESIA consultant will conduct the following:

6.3.4.7

-

Provide a Cumulative Impact Assessment (CIA);

-

Cumulative impacts are those that result from the successive, incremental, and/or combined effects
of an action, project, or activity when added to other existing, planned, and/or reasonably anticipated
future ones; and

-

The multiple and successive environmental and social impacts caused by existing activities or
conditions, combined with the possible incremental impacts that could result from future proposed
and/or planned project, can potentially generate greater cumulative impacts than would be expected.

Non-Technical Summary (NTS)
Project sponsors and the selected and registered ESIA consultant will conduct the following:
-

6.3.4.8

Provide a non-technical summary (NTS). This is a concise document that provides a description of
the ESIA process and its findings in a manner that is both appealing to read and easily understood
by the general public.

Updated ESMS
Project sponsors and the selected and registered ESIA consultant will conduct the following:
-

6.3.5

Following the ESMS preparation, the updated ESMS includes the progress/update of ESG
management and monitoring measures in identifying whether:


Impacts or their associated project components remain in conformance with applicable
standards; and



Mitigation measures are effectively addressing impacts and compensatory measures and
offsets are reducing effects to the extent predicted.

The ESMS is a live document, and as such it will continue to evolve as engagement is conducted.

Environmental and Social Management Plan (ESMP)
The ESMP includes the mitigation measures and management and monitoring activities together with details
of who is responsible for implementation, how these measures are evaluated for performance, timing and
reporting responsibilities.
Project sponsor and the contractors, with assistance from the selected ESIA consultant will support the
development of the following items:

6.3.5.1

Labour and Working Conditions
Human Resources Plan
Plan to include procedure in relation to, but not limited to:
-

Working Conditions and Terms of Employment;

-

Workers’ Rights and Collective Bargaining;
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-

Human Rights (child labour, forced labour, diversity, equal payment etc.);

-

Non-Discrimination and Equal Opportunity; and

-

Retrenchment.

Supply Chain and Contractor Management
-

Provides guidance to all contractors/EPCs and service providers, and their sub-contractors, working
for the project including management of the contractors; and

-

It also aims to recommend management mitigation measures to ensure the health, safety and
wellbeing of contractors, to protect employees and workers, third parties working and visiting the
project areas as well as to minimise the project activities’ potential impacts on the environment and
on the surrounding communities.

Occupational Health & Safety Management
-

Covers the project’s commitments, planning, implementation, evaluation and corrective action as
well as the management review in protecting the safety and health of the employees, contractors
and customers; and

-

It also includes a structured system for the management of Occupational Health and Safety (OHS)
risks in ensuing those risks will be reduced to As Low As Reasonably Practicable (ALARP).

EHS Communication and Training Procedure
-

Outlines the basic information types to be issued by the project are suitably trained in EHS matters
applicable to the type of work to be undertaken or supervised during project lifecycle.

Local Recruitment and Procurement Plan
-

Local Recruitment and Procurement Plan will be developed to an overview and to monitor the local
manpower employment process.

Workers Accommodation and Management Plan

6.3.5.2

-

Sets up to establish the criteria for worker accommodation and management; and

-

It shall include the workers accommodation mapping, workers transportation planning and workers
management e.g. working hours, site access.

Resource Efficiency and Pollution Prevention
Greenhouse Gases and Climate Change Assessment
-

Provides a comprehensive greenhouse gases (GHG) impact assessment for the project to satisfy
relevant international standards; and

-

The GHGs evaluated may include e.g. carbon dioxide (CO2), nitrous oxide (N2O), and methane
(CH4).

Air Quality Control
-

Outline the environmentally detrimental impacts on the atmospheric environment and air quality
associated with project activities.

Noise and Vibration Control
-

Outline the ambient noise hazards and environmental nuisance associated with noise and vibration
generated by project activities. Including activities carried out by the contractors or any of their
associated subcontractors.

Erosion and Sediment Control Plan
-

Provide data to enable acceptable calculations for erosion and sedimentation and to identify potential
erosion risk areas in their project area based on an understanding of the processes which underline
the causes and effects of erosion and mitigation & management plan.

Soil and Groundwater Management
-

Provides summary baseline conditions of soil and groundwater quality and investigation results of
potential contamination issues before commencing of the project in order to support.

Water and Wastewater Management
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-

Applicable to both project activities, and the potential impacts on surface water and marine water
(e.g. due to effluent discharge).

Non-Hazardous Solid and Liquid Waste Management and Hazardous Materials Management
-

Highlights the management practices of on-site wastes in reducing associated environmental risks
to an acceptable level in compliance with applicable local environmental requirements/ international
guidelines; and

-

It shall also cover collection and segregation of onshore/offshore wastes including the domestic
waste, waste from vessels, hazardous waste; temporary storage area and waste disposal
management.

Spill Prevention and Response Procedure
-

Covers mitigation measures and spill prevention of minor and major spills (diesel fuel), and spill
control measures to be taken.

Pesticide Use Management
-

Aims to prevent exotic weeds and pests from entering, spreading or becoming established in the
project area, and to implement measures in preventing vector-borne disease.

Electromagnetic Field (EMF) Management
-

Provides a summary of EMF emission prior/after project development and management plan
regarding public and scientific concern over the potential health effects associated with exposure of
EMF.

Landscape and Visual Assessment
-

Determine the landscape and visual impacts that are anticipated to be brought about by the project;
and

-

The assessment will establish the existing conditions of the project area, assess potential visual
impacts or interactions with the environment, and recommend measures to mitigate these impacts.

Flood Risk Analysis
-

6.3.5.3

The assessment methodology \ to evaluate the potential of flooding caused due to the nearby water
bodies and land parcels in the surrounding areas and covers the following elements.

Community Health, Safety and Security
Community Health and Safety Management
-

Provides a clear set of actions and responsibilities for the control of impacts affecting the health and
safety of the communities within the project area as well as addresses security related impacts from
a community perspective.

Community Development Plan
-

The main aim of the Community Development Plan (CDP) is to establish appropriate sustainable
development activities that will benefit the local communities within the project area; and

-

This can be achieved by implementing community development programs, which are essential to
mitigate impacts during project activities associated with the social and community health
components of the project.

Security Personnel Management
-

Covers the management of e.g. unauthorised access to the project area and includes procedure for
vehicles management and the requirements of security assistance during fire prevention and
emergency response; and

-

It shall also cover the traffic control and visitor’s management as well as the Standards Operating
Procedure (SOP) for the security forces team and relevant training programmes required.

Fire Prevention and Life Safety Procedure
-

Provides management of fire prevention and life safety in relation to the project designed,
construction & operational activities in full compliance with local building codes, local fire department
regulations, local legal/insurance requirements, and in accordance with an internationally acceptable
life and fire safety standard.
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Traffic (and Vessel) Management
-

6.3.5.4

Covers the procedure for security and safety of pedestrian/ other marine users and vehicle/vessels
movements, grievance mechanism/incident reporting system, public interfaces, including temporary
roads, road closures and diversions, traffic marshals, deliveries and lay down areas, and vehicles
parking system.

Land Acquisition and Involuntary Resettlement
Resettlement Plan
-

The Resettlement Plan shall be prepared in accordance with the applicable host country laws,
regulations and policies related to land acquisition and international guidelines; and

-

The Plan shall also discuss on the compensation process based on the willing buyer willing seller
principle and provides a high-level livelihood restoration support and strategy and will be monitored
and reported to ensure program sustainability and restoration of the livelihoods of impacted local
communities.

Livelihood Restoration Action Plan

6.3.5.5

-

The aim of this document is to provide a detailed plan to provide livelihood restoration options for the
people affected by land acquisition; and

-

It shall also include Community Engagement and Grievance Mechanism Management &
Governmental Agency Collaboration Permit in relation to the Land Acquisition.

Biodiversity Conservation and Sustainable Management Living Natural Resources
Management of Ecosystem Services
-

Ecosystem services are defined as the benefits that people, including businesses, derive from
ecosystems. These services are substantial and varied, underpinning basic human health and
survival needs as well as supporting economics activities, the fulfilment of people’s potential, and
enjoyment of life;

-

Plan shall provide a uniform basis to assess the status four categories of ecosystem services as
follows:


Provisioning services: including such tangible assets as fresh water, food, fibre, timber and
medicinal plants;



Regulating services; the benefit obtained from an ecosystem’s control of the natural
environment, including of the regulation of surface water purification, carbon storage, and
sequestration, climate regulation, protection from natural hazard, air quality, erosion and
pests;



Cultural services; non-material benefits including diverse aspect of aesthetic, spiritual,
recreational, and others cultural value; and



Supporting services; the natural process essential to the maintenance of the integrity,
resilience, and functioning of ecosystem, thereby supporting the delivery of all other
benefits. They include soil formation, nutrient cycling, and primary production.

Terrestrial/Marine Biodiversity Action Plan and Offset Management

6.3.5.6

-

Outlines the practical steps in relation to the associated procedures and actions for biodiversity
management at project sites; and

-

addressing the actions required to reduce the impacts on biodiversity values and ecosystem
services, for example: biodiversity management; managed land clearance; prevention of water, air
and soil pollution; and habitat restoration and progressive rehabilitation.

Indigenous People
Indigenous People Plan (IPP)
-

Describes procedures for projects that affect indigenous peoples. It sets out basic definitions, policy
objectives, guidelines for the design and implementation of project provisions or components for
indigenous peoples, and processing and documentation requirements i.e. governmental agency
collaboration permit in relation to the customary land; and
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-

6.3.5.7

Plan shall also describe the Free Prior and Informed Consent (FPIC) including impacts on lands and
natural resources & relocation of indigenous peoples from lands and natural resources subject to
traditional ownership or under customary use.

Cultural Heritage
Chance Find Procedures
-

Project activities could potentially damage or destroyed heritage resources. Therefore, an adequate
management measures need to be in place in case any item of potential heritage value is discovered;

-

Records of archaeological monitoring, in an event of findings, shall be documented; and

-

This document also defines the process which governs the management of chance finds during
project activities carried out by the contractors or any of the associated subcontractors.

Cultural Heritage Plan

6.3.6

-

Encompasses all project-related activities associated with the management of findings which are
identified as Cultural Heritage items including public consultation, community access, removal of
replicable cultural heritage and non-replicable cultural heritage, critical cultural heritage & project’s
use of cultural heritage; and

-

This Plan is applicable to all known, as well as, not yet identified cultural heritage items that may be
impacted, either directly or indirectly, by the project activities.

ESG Compliance Assessment
The ESG advisor will:
-

6.4

Conduct ESG Compliance Assessment i.e. ESG Due Diligence, Audit and Action Plans, with the
frequency to be subjected to the impact significance of project activities (throughout the project
lifecycle) and upon request from the relevant authorities and/or the Financial Institutions.

Team structures
To deliver these types of projects, the ESG advisor will put in place a team of experienced with the necessary
ESG skills to deliver the work and relevant industry experience. In some cases these roles can be provided
by the other advisors, reflecting how ESG crosses all aspects of the project. For example, a technical advisor
will review physical climate risks which may feed into the assessment and so they may be able to support key
parts of this scope. A team is normally structured across the following and is dependent upon the scope and
depth of work to be undertaken.
Client including Project Sponsors,
Project contractors

Project Management











ESG Advisor
Compliance with applicable
Local ESG Regulations and
Standards;
Applicability of relevant
International Treaties and
Agreements;
ESG Assessment during
Project Concept Phase; and
ESG Compliance
Assessment.
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ESIA/ESMP Consultant (*)
Environmental and Social
Impact Assessment (ESIA);
and
Environmental and Social
Management Plan (ESMP).

Note: (*) ESIA consultant and a team of subject matter experts (SME) shall provide an independent
consultancy in relations to environmental and social impact assessment and management plans. ESG Advisor
will work closely with the ESIA/ESMP Consultant, where relevant.
Generally, the team structure would be as follows.
Team member

Responsibilities

Project Management
Client
Relationship &
Project Manager

-

Develop and maintain continuous contact with the client and functions;

-

Act as first contact person with client for project coordination and execution;

-

Keep client informed on project progress;

-

Align with the client on project progress and ensure objectives are met within
timing and scope outlined; and

-

Make key decisions,
recommendations.

-

Provide overall ESG insights/guidance of technical expertise;

-

Supervise the performance of the ESG advisory team and provide support as
needed;

-

Review deliverables and work progress throughout the ESG advisory; and

-

Provide insight into industry risks and trends.

-

Communicate and develop frequent project updates with the Project
Management;

-

Manage the constraints of the ESG advisory project;

-

Track and ensure the quality of all outputs across the ESG advisory project;

-

Ensure the high-quality fulfilment of all technical aspects;

-

Lead fieldwork and delivery activities, if applicable; and

-

Manage the constraints of the ESG advisory project.

-

Schedule and conduct interviews, meetings, webinars etc. if applicable;

-

Prepare deliverables and draft recommendations;

-

Conduct fieldwork and delivery activities, if applicable; and

-

Execute project activities e.g. desktop review and research.

sign-on

on

major

deliverables,

and

act

on

ESG Advisor
ESG Technical
Director

ESG Lead

ESG Team

ESIA/ESMP Consultant
(**) ESIA/ESMP
consultant

-

Assist client/project sponsor in relation to Environmental and Social Impact
Assessment (ESIA) and Environmental and Social Management Plan (ESMP).

Note: (**) Client/project sponsors will identify the ESIA/ESMP consultant and a team of subject matter experts
(SME).

6.5

Engagement length
The ESG engagement takes place from concept phase through to project delivery. Appointing an ESG advisor
early on allows issues to be identified early on that can be managed through the project development. It is
important that documents are ‘live’ and kept up to date throughout the project development to ensure they
reflect the technical approach being taken for the project.
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6.6

Fee structures
Fees are typically charged on a time basis, or through fixed fees for defined packages of work. Success fees
are not used for this type of engagement.
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7

Community Engagement Advisor

7.1

Overview
Community consultation aims to improve a project’s development outcomes while avoiding or minimising
potential negative impacts on the local population. It also minimises investment risk by mitigating the potential
for disagreements with the community and the delay and disruption this can cause.

7.2

Project role
Investors will need to be assured that the project will succeed, and effective community engagement is
recognised as a key input to the preparation of a project and ensuring community support. In addition,
stakeholder engagement is one of the ten Equator Principles used by international private capital to assess
ESG. Thorough consultation is required to obtain capital from lenders signed up to the Equator Principles.
Community Engagement Advisors are required to support governments and/or companies and are
independently appointed to develop a community consultation approach that adheres to local legislative
frameworks and international standards.
External advisors can either lead the full community consultation process or support governments and/or
companies with technical information and expertise when they engage with communities. Host country
governments should be responsible for community consultation and therefore usually initiate and lead
community consultation processes. In the absence of this companies should deliver their own community
consultation process.

7.3

Example scope of work
The scope of work of a community engagement advisor is categorised as follows:
Scope of work

Example Deliverables

Preliminary analysis of legislative framework and
National Community Consultation Guidelines

-

National legislation requirements summary

-

National Community consultation guidelines
summary

-

Equator Principles and other
International Standards Analysis

Stakeholder identification

-

Stakeholder Map

Engagement plan

-

Stakeholder engagement plan and consultation
approach

-

Project information for dissemination during
consultation

-

Reporting and monitoring plan

-

Issue tracking and complaints management
process

-

Internal reporting templates and delivery of
reports during project life

-

External reporting templates and delivery of
reports during project life

-

Grievance mechanism

Reporting process
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relevant

7.3.1

Defining purpose of the project
At the outset it is critical to agree the purpose of the engagement and key issues to address during the project.
This needs to be agreed between the host country government and the company based on the needs of the
community. The advisor will:

7.3.2

-

Carry out meetings with relevant government stakeholders and community groups to understand the
project purpose from different perspectives.

-

Summarise the overall purpose of the project from the community perspective

Preliminary analysis of legislative framework
The consultation process occurs within the host country’s policy, legal and administrative contexts. This
context is therefore critical to how the community consultation should be carried out and the issues that may
need to be addressed. The advisor will:
-

Cary out a preliminary analysis of the legislative framework to understand the community
consultation principles and approaches set out within national legislation and policies.

-

Provide a summary of the key requirements based on national legislation as the ‘minimum’
requirements to be met.

-

Provide a comparison of the minimum standards against the Equator Principles to demonstrate in
which areas the in country standards differ from what will be required by the Equator Principles.

This will help inform the design of the community consultation approach for the project.
7.3.3

Assess national community consultation guidelines
At an early stage the advisor will determine whether a suitable set of national guidelines for community
consultation exists. If national guidelines do exist then they should be used as the basis of the community
consultation approach. If no national guidelines exist then short and practical guidelines should be developed
based on national legislation and international best practice guidelines. Example good practice national
guidelines include:
-

Guide to Community Engagement for Power Projects in Kenya5

-

Tanzania Guidelines for Community Engagement and Municipal PPP Projects6

Community consultation approaches should also be designed so that they comply with international standards,
such as:
-

International Finance Corporation’s 2012 Performance Standards7.

-

World Bank’s 2016 Environmental and Social Framework8.

-

The 2020 Equator Principles 9.

For detailed guidance and tools the advisor should follow guidelines developed by development banks and
donors, such as the World Bank, UN, Asian Development Bank and African Development Bank. Any
community consultation activities should adhere to the principles and approaches of these guidelines.
7.3.4

Stakeholder identification
The advisor should complete a stakeholder map of the affected communities. This will map the level of interest
and influence that the different citizens, groups and organisations have in the infrastructure project.
The advisor should begin with a checklist to identify key stakeholders. The main stakeholder groups fall into
civil society, government and the private sector. However, each group has a number of subgroups. Particular
attention should also be given to excluded, vulnerable and disadvantaged groups.

5

USAID, 2018. Guide to Community Engagement for Power Projects in Kenya. Nairobi.
Government of Tanzania (2019) ‘Tanzania Guideline for Community Engagement and Municipal PP Projects’
7 IFC (2012) ‘Performance Standards on Environmental and Social Sustainability’
8 World Bank (2017) ‘The World Bank Environmental and Social Framework’.
9 Equator Principles (2020) ‘The Equator Principles’.
6
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Civil society
Civil society consists of two main groups:
-

The General public: Directly or indirectly affected population groups and subgroups (e.g., youth, girls,
and women’s groups), and ethnic minority groups (ethnic minorities in fragile and conflict-affected
states are often particularly vulnerable and overlooked).

-

Civil society organisations: national and international NGOs, community-based organisations,
foundations, labour unions, and independent research institutes.

Government
-

Government: civil servants, ministers, cabinet members, advisors.

-

Representative assemblies: elected government bodies such as national or local legislators, elected
community leaders.

-

Bilateral and multilateral government institutions: such as international financial institutions like the
World Bank or Asian Development Bank, and bilateral government donors such as USAID or DFID.

Private sector
This includes private companies, umbrella groups representing groups in the private sector including industry
groups, and chambers of commerce.
Excluded and disadvantaged groups
For excluded groups, or those not participating, the constraints to these groups inclusion should be identified
as should how to overcome these constraints. Community consultation interventions should avoid the reliance
on easy-to-reach stakeholders and those with whom relations already exist. Doing so can risk the exclusion
of excluded or disadvantaged groups.
Special attention is required for vulnerable groups to bring them into the community engagement process.
Disadvantaged groups should be contacted and included, particularly groups that are rarely included in
decision making processes. Ethnic minorities, the extreme poor and women may require special support to
be heard, such as security or financial support. Participatory methods should be used to promote these groups’
engagement, such as methods not requiring literacy. In addition, those who might have negative or opposing
views on the subject matter should be involved and all views should be included in the analysis.
As a final check list for stakeholder identification the advisor should assess the following:
-

Have resident / existing missions (such as local NGO programmes) and other key informants helped
identify stakeholders?

-

Are all relevant stakeholders identified and listed?
-

7.3.5

Marginalised and vulnerable groups (especially poorest groups, ethnic minorities, femaleheaded households, and migrant groups)?
Main client/beneficiary groups?
Groups who will be negatively affected by the project?
All potential supporters and opponents of the project?
All different kinds of male and female stakeholders (using gender analysis if necessary)?

Should these stakeholders be divided into user, occupational, age, income, or ethnic groups?

Develop engagement plan and carry out consultation
The advisor should then develop an engagement plan for the identified stakeholders and carry out the
consultation. The plan should consider different level of participation. Public participation can be broadly
categorised along a spectrum that moves from very little participation, to high levels of participation. The
advisor should:
-

Assess the different techniques and tools can be used by the company to engage the community
and recommend which techniques and tools are most appropriate for this particular project.

-

Once the engagement methods are selected the advisor should support development of the
engagement plan. This plan should include the specific actions to be completed, the schedule for
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completing the actions, as well as who is responsible for the actions and the resources they will need
to implement them.
Consultation methods could include:
-

Online and written communications: This may involve using a specific consultation web page to
introduce the project and the aim of the consultation. A draft document, broad topics or open ended
questions are all structures that can be used. Public comments allows for open discussion between
stakeholders. Written feedback posted or emailed are other options. Social media and online forums
enables open public consultation, however, these structures only reach those who are literate and
have internet access and could therefore exclude the most disadvantaged.

-

Public meetings: Meetings are an open accessible method of consulting with the public. They take
place at any level (community, regional, national). It is important to ensure accessibility and adequate
notice to interested stakeholders. Meeting size is also an important factor and can impact
participation. For example, groups under 20 people ensure everyone can speak.

-

Workshops: Workshops involve gathering a group to gain their feedback in a structured format. The
face-to-face format allows for brainstorming and testing ideas. Preferable to a single workshop, a
series produces greater output.

-

Focus Group Discussions: Semi-structured qualitative discussions with a small homogenous group
(generally 5–12 participants plus 1–2 skilled facilitators). Open discussion explores people’s attitudes,
concerns, and preferences toward a specific issue, with the range of viewpoints collated at the end.

-

In-depth interviews: Qualitative phone or face-to-face interviews with individuals (e.g., community
members, key informants, or civil society leaders) can get a sense of stakeholders’ perspectives.
They can be structured (formal, and closely following a written interview guide), semi-structured
(partially directed by an interview guide, but open and conversational to allow interviewees to
introduce other topics of interest), or unstructured (organised around a few general questions or
topics, but informal and open-ended) depending on the context. Structured interviews are likely to
yield information that can be compared and generalised, while less structured ones can explore an
issue in depth and permit related issues to be raised. Interviews with key informants possessing
particular knowledge of an issue are especially useful.

-

Survey: Surveys provide specific responses on certain issues. They can rapidly show who is
interested and why and provide quantitative data. They indicate the weight of different views. Conduct
surveys by post, online, or face to face.

The advisor should help develop different community consultation methods that increases engagement with
marginalised groups. This could include, in some countries, consulting men and women separately.
7.3.6

Disclosure of relevant project information
Disclosure of relevant project information helps communities understand the risks, impacts and opportunities
of the project. The advisor should support in the identification, preparation and dissemination of relevant
information, such as:

7.3.7

-

The purpose, nature and scale of project;

-

The duration of proposed project activities;

-

Any risks to and potential impacts on such communities and necessary mitigation measures;

-

The envisaged stakeholder process; and

-

Any grievance mechanism put in place.

Issue tracking and complaints management
The advisor should create an issue tracking table to document ideas, concerns or questions about the
infrastructure project. The advisor should:
-

Develop a process to manage and respond to complaints and grievances

-

Track issues and concerns raised by the community and respond to grievances

-

Support the company in monitoring their progress in ensuring effective engagement, determine if the
methods and tools they have selected are effective, and identify where more effort and resources
will need to be allocated to keep the project moving forward.
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7.3.8

Reporting and monitoring
The advisor should support the company in developing a reporting and monitoring process. This will involve
accurately recording community feedback and sharing it transparently with the government and within the
community; this is a critical step in building trust and support among the community.
Reporting should target both the internal project team and the community. Internal reporting can include:
-

the engagement issues tracking data

-

meeting minutes and complaints management reports

-

summary documents generated to inform project plans and decision-making processes.

External reports should clearly describe how the advisor and company approached community engagement,
timeframes, the level of participation in engagement activities, and summaries of the information that were
generated through the engagement process.
7.3.9

Establish a grievance mechanism
Where there are affected communities, the advisor should support the SOE in developing a grievance
mechanism to receive grievances about the project’s social and environmental impact and provide a resolution
to these grievances. It should seek to resolve concerns promptly, using an understandable and transparent
consultative process that is culturally appropriate and readily accessible, and at no cost and without retribution
to the party that originated the issue or concern.

7.3.10

Informed Consultation and Participation (ICP)
For projects with potentially significant impacts on communities, an Informed Consultation and Participation
(ICP) process should be implemented. ICP involves a more in-depth exchange of views and information, and
an organised and iterative consultation, leading to the company incorporating into the decision making process
the views of the affected communities on matters that affect them directly.
The consultation process developed by the advisor should

7.3.11

-

capture both men’s and women’s views, if necessary through separate forums or engagements, and

-

reflect men’s and women’s different concerns and priorities about impacts, mitigation mechanisms,
and benefits, where appropriate.

-

The advisor and company should document the process, in particular the measures taken to avoid
or minimise risks to and adverse impacts on the affected communities, and inform those affected
about how their concerns have been considered.

Land Acquisition and resettlement
Where land acquisition and resettlement is required then the advisor should help the SOE engage with
affected communities as per the above steps. Decision-making processes related to resettlement and
livelihood restoration should include options and alternatives, where applicable.
A separate resettlement expert might be required to support the community consultation advisor for complex
land acquisitions and resettlement schemes.

7.4

Team structures
The typical team requires a small number of people with experience in engaging different communities in
developing markets. This should include team members with International Development experience. .
Community consultation experts can be national or international experts and be procured as an individual
subcontractor or through an organisation. For example, the community advisor may also come from one of
the other advisors (particularly the financial/commercial and technical advisors) as these organisations often
have international development expertise. However, the key requirement is that they understand community
engagement processes on the ground in the country.
For infrastructure projects that involve land acquisition and resettlement, separate land governance and
resettlement experts may be needed.
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7.5

Engagement length
Community consultation should be carried out during the identification, preparation, procurement and
implementation phases of the project lifecycle. The steps outlined in section 7.3 should be applied to all phases.

7.6

Fee structures
The typical fee structure is a day rate basis. Success fees are not used for this type of advisory.
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