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Appendix A
Proposal Requirements

Part II: Financial Proposal Requirements

A Bidder's Financial Proposal must contain all the mandatory elements set out below.
	A. Inputs to the PPP Contract
	Submission Forms

	A.1
	Base Fees (Schedule 4 – Payment Mechanism - Appendix 1)
	The Bidder must submit the proposed Base Fees to be included in Schedule 4 (Payment Mechanism) of the PPP Contract, using Form F.1.
The Bidder may submit up to two decimal numbers (0.01). 
The figures presented herein must be equal to the ones labelled under the same title in the Bidder’s financial model. In case of discrepancy, the figures in the financial model will prevail. 
  
	Form F.1

	
[bookmark: _GoBack]A.2
	Guaranteed Landfill Gas Electricity Volume and Other Third Party Income (Schedule 4 - Payment Mechanism -  Appendix 6)
	The Bidder must submit the proposed guaranteed Landfill Gas electricity volume and other third party income to be included in Schedule 4 (Payment Mechanism) of the PPP Contract, using Form F.2.
The Bidder may submit up to two decimal numbers (0.01). 
The figures presented herein must be equal to the ones labelled under the same title in the Bidder’s financial model. In case of discrepancy, the figures in the financial model will prevail. 

	Form F.2

	A.3
	Base Case Equity IRR
Real Base Case Equity IRR
Project IRR
Real Project IRR
(Schedule 1 – Definitions, Schedule 20 – compensation on Termination)
	The Bidder must submit the following four parameters, using Form F.3.
1. the Base Case Equity IRR, calculated as the nominal post-tax (i.e. pre-tax with respect to Shareholders, post-tax with respect to the Contractor) blended rates of return for equity and Junior Debt (as appropriate) shown in the Base Case,
2. the Real Base Case Equity IRR, calculated as the real post-tax (which shall be post Contractor tax pre Shareholder tax for the Contractor but pre-tax for the Shareholders) blended equity IRR calculated by deflating the relevant Distributions using the Eurozone Inflation Factor, 
3. the Project IRR, calculated as the nominal pre-tax (i.e. pre-tax with respect to Shareholders, pre-tax with respect to the Contractor) project IRR, and
4. the Real Project IRR, calculated as the real pre-tax project calculated by deflating the relevant cash flows using the Eurozone Inflation Factor.
The Bidder may submit a percentage for all four parameters, using up to two decimal numbers of a percent (0.01%). 
The figures presented herein must be equal to the figures labelled under the same title in the Bidder’s financial model. 
In case of discrepancy, the figures displayed in the financial model when using the inflation neutralizing mechanism will prevail. 

	Form F.3

	A.4
	Inflation Indices

(Schedule 4 - Payment Mechanism)

	The Bidder must submit the indices it proposes to use as Eurozone Inflation Index, and Serbia Inflation Index, using Form F.4. 
The Bidder must describe the index, or basket of indices, it proposes to use, providing information on where and by whom the proposed index/indices are published (independently verifiable publication), and the periodicity at which it is updated.  
The Bidder must submit an explanation of the reasons why the indices proposed where chosen. 
If the Bidder proposes a basket of indices, it must clearly explain the approach to calculating the weighted average to be used for the purpose of Schedule 4 – Payment Mechanism. In this event, the Bidder must also submit a list of amendments required to be made to Schedule 4 to accommodate the introduction of a basket of indices. 
	Form F.4

	A.5
	Interim Fee Proportion Factor
(Schedule 4 - Payment Mechanism)

	The Bidder must submit the proposed Interim Fee Proportion Factor, using Form F.5. 
The proposed value of the Interim Fee Proportion Factor must be less than, or equal to, 15%. 
The Bidder may submit up to two decimal numbers of a percent (0.01%). 
The figures presented herein must be equal to the ones labelled under the same title in the Bidder’s financial model. In case of discrepancy, the figures in the financial model will prevail.
	Form F.5

	A.6
	Inflation and foreign exchange adjustments
(Schedule 4 - Payment Mechanism Appendix 2)
	The Bidder must submit the proposed inflation and foreign exchange adjustments listed below, using Form F.6. 
i. The Bidder must submit the value of the Euro-denominated proportion of the Monthly Services Fee it proposes to use. The proposed value of the Euro-denominated proportion of the Monthly Services Fee must be less than, or equal to, 90%. 
ii. The Bidder must submit the value of the Fixed proportion of the EUR-denominated Monthly Services Fee in respect of Eurozone inflation it proposes to use. The proposed value of the Fixed Proportion of the EUR-denominated Monthly Services Fee in respect of Eurozone inflation shall be calculating using only eligible costs, i.e. Cash flow for Senior Debt service denominated in EUR under the Senior Financing Agreements.
iii. The Bidder must submit the value of the Fixed proportion of the RSD-denominated Monthly Services Fee in respect of Serbia inflation it proposes to use. The proposed value of the Fixed Proportion of the EUR-denominated Monthly Services Fee in respect of Eurozone inflation shall be calculating using only eligible costs, i.e. Cash flow for Senior Debt service denominated in RSD under the Senior Financing Agreements. 
iv. The Bidder must submit a detailed description of the methodology used to determine all the inflation and foreign exchange adjustment parameters. The Bidder must describe the methodology used, making references to the financial model, in order to describe how the values were determined through mathematical formulas. It shall also include a description of the cost structure proposed to be eligible for each of these adjustments. This methodology shall be detailed enough to allow for adjustment to these parameters to be transparently calculated and proposed at Effective Date. 
The Bidder may submit up to two decimal numbers of a percent (0.01%).
The figures presented herein must be equal to the ones labelled under the same title in the Bidder’s financial model. In case of discrepancy, the figures in the financial model will prevail.
	Form F.6

	B. Bid Evaluation Formula

	B.1
	Evaluation Formula – Project Payment (Price) and Landfill Diversion Rate
	The bidder must submit the proposed parameters for the calculation of the Project Payment (Price) and the Landfill Diversion Rate, using Form F.7.
The Bidder may submit up to two decimal numbers (0.01). 
The figures presented herein must be equal to the ones labelled under the same title in the Bidder’s financial model and in the technical Proposal. In case of discrepancy, the figures in the financial model or in the technical proposal, as applicable, will prevail. 
	Form F.7

	C. Base Interest Rate

	C.1
	Benchmark Base Interest Rate
	The Bidder must submit a swap deal evaluated at the End of the Trading Day on the day falling seven business days prior to the Proposal Submission Deadline. The Bidder must print the screen(s) showing the resulting Benchmark Base Interest Rate and submit it in using Form F.8.
The swap deal must also be sent using the “send deal to user” option on or prior to the Proposal Submission Deadline. The swap deal must be sent to NDEYE FATOU DIOP on Bloomberg. The Bidder will include in Form F.8 all the information needed for a basic subscription user to independently reproduce the swap deal on an adequate terminal. 
The Bidder will price the swap deal using discount curves and forward curves at mid-market quotes at the End of the Trading Day. The Bidder must use the following parameters:
· standard swap curves 
· Pay=Mid / Receive=Mid
· Interpolation method = Piecewise Linear (simple)
· day count convention to be used is Actual/360 
· Notional amount based on drawdown and repayment schedules of the senior loans calculated in the Base Case of the financial model at the Final Bid Date
· Reset frequency according to the drawdown and repayment frequencies (monthly, quarterly, and/or semi-annually,  as applicable)
· Payment on business days for fixed leg: following unadjusted
· Payment on business days for floating leg: modified following adjusted

The swap deal sent by the Bidder must reflect notional amounts consistent with the senior debt profile (accreting and amortizing). 
The Benchmark Base Interest Rate is equal to the fixed coupon rate solving the swap deal to a market value of zero without a premium. The Bidder should express the Benchmark Base Interest Rate as a percentage to two decimal places. 
The Benchmark Base Interest Rate excludes swap execution charges.
The Bidder may use the trading platform of its choice.  

	Form F.8

	D. Financial model

	D.1
	Financial Model Requirements
	The Bidder must provide a financial model to reflect and support its Proposal.  The Bidder must submit a print-out of each of the excel spreadsheets of the model, set on Base Case, in a readable size font, using Form F.9, as well as an electronic copy on CD
General Requirements
The financial model must comply with the format and assumptions set out below. The financial model must be consistent with the information provided in the Bidder’s Proposal. 
It is expected that the financial model will be constructed in accordance with best practice in the market and will have been tested through sensitivity analysis to ensure that the outputs generated are robust. The financial model must be the one upon which the financial close will be performed, and shall form part of the PPP Contract. 
Financial model Format Requirements
The financial model must satisfy the following Format Requirements:
a) Microsoft Excel 2013 compatible;
b) In English or in Serbian;
c) No password protection;
d) All inputs identified in blue, no other hard coded data;
e) Financial projections on a quarterly basis for each period ending March 31st, June 30th, September 30th and December 31st, with monthly projections during construction;
f) Expressed in EUR; 
g) All cash flows assumed to occur at the end of each period; 
h) Include a mechanism to neutralize the inflation assumptions;
i) Functions and formulas must be operational;
j) Must allow the viewer access to all formulas, data and assumptions;
k) If it contains circular references, the circular references must be resolved, that is to say that the software must find a solution; 
l) The financial model must use defined terms as per the terms used in the PPP Contract and its Schedules; 
m) The financial model must provide forecasts for the entire project term, from Contract Date to Expiry Date; 
n) The financial model must provide for the ability to include a Capital Contribution as part of the financing sources, and
o) There should not be protected macros.
Base Case Requirements 
The Bidder must use assumptions which are fully consistent with the information provided in the rest of the Proposal. The Base Case shall be developed using the following minimum requirements: 
a) the Bidder shall use the waste quantities proposed by the Bidder in the Base Case Waste Flow Model;  
b) the Bidder must use the Base Case Heat Load Curve throughout the term of the forecast period; 
c) results must be stated in nominal terms, incorporating inflation assumptions made by the Bidder; 
d) the Bidder must use the Benchmark Base Interest Rate,
e) the Bidder must use the Electricity Transmission Infrastructure Construction Costs, and
f) the Bidder must use the Key Dates submitted as part of its Proposal.
Formula Requirements
The Bidder must use the following formulas to calculate the following parameters:
· gearing: senior loan outstanding amount divided by the sum of (a) the senior financing outstanding amount and (b) the aggregate amount of equity contributions (in any form, including shareholder loan) paid by the Bidder to the Contractor;
· debt service coverage ratio (DSCR): cash available for debt service for the 12 months preceding the date of calculation divided by the sum of the scheduled principal repayments, interest payments and fees on all senior financial debt due or accrued during such period; 
· loan life coverage ratio (LLCR): the net present value of the forecasted cash flow available for debt service from the relevant calculation date until the senior financial debt maturity date (discounted at the forecast weighted average interest rate applicable to the senior financing (taking into account any interest rate hedges entered into by the Contractor) divided by the aggregate principal amount outstanding of all financial debt  on the relevant calculation date, having taken into account all repayments to be made on that calculation date. 
Minimum Input Requirements – cost breakdown
The financial model must set out a breakdown of total capital expenditure and lifecycle costs, a breakdown of operating expenditure during the entire forecasting period, and financing costs, all split between the following three periods:
a) Contract Date to Effective Date,
b) Construction Period,
c) Operation Period.  
This shall include, at a minimum, a breakdown of:
a) planning and permitting costs;
b) development costs;
c) design and construction costs (including the Electricity Transmission Infrastructure costs in a separate, clearly identifiable line item), and contingencies for the entire project, identified as separate line-item;
d) operating costs;
e) lifecycle costs;
f) insurance costs; and
g) financing costs, broken down by sources and type of product (Senior Debt from Senior Lender, broken down into Senior Financing from Senior Financing Institutions, senior financing from other lenders, subordinated debt, shareholder loan, equity, and any other financing instrument proposed by the Bidder, and including at minimum all the parameters mentioned in the Senior Financing Term Sheet.
Minimum Input Requirements – revenue breakdown
The financial model must set out a breakdown of all project revenues.  
This shall include, at a minimum, a breakdown of:
a) Electricity sale income (split for each PPA expected to be signed at Effective Date, if several connections will be made for different generation sources);
b) Heat sale income, using the Base Case Heat Load Curve as an assumption;
c) Any other expected third party income; and
d) Interim Services Payment and Services Payment, calculated according to the provisions of Schedule 4 of the PPP Contract, assuming no Deductions and no Adjustments; 
Minimum Output Requirements
The financial model must produce at minimum the following outputs:
a) Financial projections: costs and revenues from Contract Date to Expiry Date, Service Payment, Interim Service Payment, Third Party Income and all other sources of income;
b) Project IRR before financing and tax, both real and nominal terms; 
c) Base Case Equity IRR pre and post-tax, in both real and nominal terms; 
d) Funding instruments schedule, including drawdown and repayment schedules as applicable (all senior debt, sub-debt and equity instruments);
e) Summary sources and uses of funds during construction
f) Cash cascade
g) Tax schedule
h) Depreciation schedule
i) Annual financial statements (income statement with profit and loss account, balance sheet, cash flow statement, statement of retained earnings) in accordance with IFRS
Financial Submission Forms Requirement
The financial model must include the excel version of the Forms F.1 to F.11, using the excel spreadsheet provided by the City. Where required, a switch shall be included next to the relevant cell in the Form in order to allow the user to switch the model to the correct settings to calculate the output as presented in the Bidder’s Proposal. 
The Bidder must incorporate the spreadsheet in its financial model, and link all the cells to the outputs from the working spreadsheets of its financial model where the outputs are calculated using formulas.
	Form F.9

	D.2
	Sensitivity Analysis
	The financial model must be set to run 2 sensitivity scenarios, using the following assumptions:
· Scenario 1: increase in Base Case Heat Load by 25% throughout the term of the Contract
· Scenario 2: Capital Contribution of EUR 40 Million, considered to be a non-reimbursable grant, disbursed pari-passu with the senior lenders’ disbursement schedule (i.e. following the same disbursement profile), assuming the mechanism envisaged in the PPP Contract to adjust the Service Payment at Effective Date, and assuming no other extra costs related to applying for or receiving the Capital Contribution.   

The objective of the sensitivity analysis is to show its impact on the Service Payment payable by the City, under the terms of the PPP Contract (adjustments under Schedule 4 - Payment Mechanism, adjustments under Schedule 19 – Changes to the Base Case). 

The Bidder should submit the result of the sensitivity analysis using Form F.10. 
	Form F.10

	D.3
	Databook
	The Bidder must submit a databook, using Form F.11. 
The databook must explain the methodology used to generate the financial projections, and the optimization methodology used to derive the Service Payment. The data book should explain how the model functions, how to perform sensitivity analysis, how to neutralize inflation assumptions, and contain explanation regarding complex and/or unusual formulas. 
If macros are used in the financial model, a detailed description of the macros and their functionality shall be included in the financial databook.
If the financial model contains circular references, the databook must include a description of the locations of those references. The circular references must be resolved, that is to say that the software must find a solution.  
	Form F.11

	E. Insurance 

	E.1
	Insurance compliance tables
	The Bidder must submit, for each and all minimum insurance requirements and insurance provisions set out in Schedule 15 (Insurances) of the PPP Contract:
0. The insurer identity or range of potential insurers, 
0. Proposed maximum deductible threshold, and
0. Its agreement to the requirements and drafting of schedule 15, section 1 and section 2
by completing and submitting Form F.12 in full with no gaps or omissions. The response to these tables must correlate with the minimum insurance requirements and insurance provisions set out in Schedule 15 (Insurances) of the PPP Contract.
The Bidder must confirm:
1) Delay in Start Up (DSU) Insurance Minimum Indemnity Period to apply to its Project solution, expressed in months, for both the Interim Services Period and the Services Period; 
2) if any Marine Cargo Insurance or Marine Cargo Delay in Start Up Insurance is required to be included as a required insurance relative to any imported technology not capable of being insured under Part 1 Contractors "All Risks" Insurance.  If so, Bidder to provide proposed Schedule 15 Section 2 drafting for consideration by the City, and all information required in (i) to (iii) above, in this Form F.12;
3) if any other insurance policy is required by the Bidder to be defined in Required Insurances. If so, Bidder to provide proposed Schedule 15 Section 2 drafting for consideration by the City, and all information required in (i) to (iii) above, in this Form F.12; 
4) Business Interruption Insurance Minimum Indemnity Period to apply to its Project solution, expressed in months, for both the Interim Services Period and the Services Period;
Schedule 15 (Insurances) of the PPP Contract sets out the City’s minimum insurance requirements to protect its separate interests during each phase of the Project. Schedule 15 (Insurances) does not specify how the required insurances delivery should be structured. It will therefore be for each Bidder to devise and implement the most cost effective insurance solution compliant with the City’s minimum insurance requirements for each phase of the Project. Whilst it is therefore permissible for the Bidder to place policy coverage over multiple project phases the following should be noted;
1. It is anticipated that the limits of indemnity applicable to the construction third party liability insurances will apply in the aggregate rather than any one occurrence the number of occurrences being unlimited. If the Bidder’s solution is to place a single policy over multiple project phases, this bidder must confirm how the City and the Project would be protected relative to the risk of exhaustion of aggregate third party liability policy limits. 

2. Due the operation of the Insurance Premium Risk Sharing Schedule (IPRSS) as set out in Part 8 of Schedule 15 separate insurance placements will be required for the insurances required by Parts 4 and 5 of Schedule 15 (Insurances).  

	Form F.12

	E. 2
	Insurance costs tables
	The Bidder must submit, for each and all minimum insurance requirements and insurance provisions set out in Schedule 15 (Insurances) of the PPP Contract:
(i) The period of insurance / renewal frequency, 
(ii) The sum insured,
(iii) The premium rate, 
(iv) The premium excluding insurance premium tax, 
(v) The insurance premium tax, and
(vi) The broker remuneration,
and
(i) The Interim Services Period IPRSS Base Cost proposal, and 
(ii) The Services Period IPRSS Base Cost proposal,
by completing and submitting Form F.13 in full with no gaps or omissions. The response to these tables must correlate with the minimum insurance requirements and insurance provisions set out in Schedule 15 (Insurances) of the PPP Contract, and with Form F.12.
	Form F.13

	E.3
	Associated Insurance costs and base costs tables
	Bidders must submit 
(i) all insurance risk contingencies or costs associated with the provision of the Required Insurances, are required to detail all "insurance risk contingencies" or costs associated with the provision of the Required Insurances 
(ii) their proposed Insurance Base Cost(s) for both the Interim Service Period and the Service Period, in accordance with the requirements of Schedule 15, Section 2, Part 8 Insurance Premium Risk Sharing Schedule (IPRSS).  The Base Cost should be set at the long run median level, such that the probabilities of the outturn costs being higher or lower in the future (after adjusting for inflation) are the same.
(iii) their proposed weighting relative to the definition of Relevant Insurance Market in Schedule 15, Section 2, Part 8.
by completing and submitting Form F.14 in full with no gaps or omissions. 

	Form F.14


 


