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Message from the Governor

Kaduna State has pursued a twin track of strengthening capacity in
its public sector and promoting its credentials as the top destination
for private sector investment in Nigeria. The private sector has the
most capacity for creating job opportunities, driving innovation and
improving competitiveness. An efficient public sector is required to
support this by creating an enabling environment, implementing
sound policy, providing required infrastructure and developing
human capital.

Since 2015, the state has undertaken comprehensive action to
attract investments. This has included the establishment of new
agencies and the enactment of legislation to promote investments,
modernise taxation, digitise the land registry and land
administration and reform the public service. These investment
efforts have attracted both domestic and foreign investments worth
about $80o0om with further investment announcements of about
$2.1bn. The sustained commitment of our agencies to implementing the commitments in the
Ease of Doing Business Charter has earned our state top ranking as the Number One place for
doing business in the World Bank's Doing Business Report 2018.

We intend to retain our competitive edge. This requires actions to reduce infrastructure deficits
and accelerate infrastructure development to meet the needs of our citizens. To ensure
sustainable development, Kaduna State has opportunities to absorb N20 trillion (USD 65.6
Billion) new investment in infrastructure needs from 2018-2050.

The level of investment the state requires for infrastructure presents opportunity for public-
private partnerships (PPP)in developing and delivering sound projects. Through PPP, the
private sector can support various aspects of the state's public works programme, including the
rehabilitation and expansion of roads, expanding access to electricity in major farming and
mining centres through rural electrification, and accelerated connection to the national grid
and easing urban and rural transportation.
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Message from the Governor - cont.

As the agency responsible for promoting investments, KADIPA has developed an investment
regulatory framework to drive PPP and facilitate the required investments. This PPP Policy and
Manual reflects the credible legal framework the Kaduna State Government has created to
harmonise public and private sector interests for the mutual benefit of the investing partners.
Welook forward to working with our private sector partners to deliver many viable projects.

Nasir Ahmad el-Rufa’i
Governor, kaduna State
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FOREWORD

In accordance with the State Development Plan which outlines the programs
and projects to beimplemented for the coherent development of the state, we
havle embarked on pursuing policies and actions that will actualize these
goals.

The State Government understands how important Public-Private
| Partnerships (PPPs) are in meeting infra structural and basic service needs
{ while contributing to a reduction in poverty. PPPs not only offer the
v poss1b111t1y of improved_accountability and greater innovation, but also

| support long-term efficiency. However, to get the hoped-for benefits of

- PPPs, public sector officials'and managers need to develop and maintain
o skills and capacities to assess, identify and procure PPPs - and, once the
project is up and running, to manage the contract and regulatory requirements.

This Policy has been prepared to guide the State in the promotion and deployment of
investments with the use of private financing through Public-Private Partnership (PPP}))sc emes.

One of our goals has been realized in this certified Public-Private Partnership Policy which
provides the foundation for the progress we seek in PPPs. We are working hard to ensure that the
private sector continue to play significant and meaningful roles in the provision of infrastructure
and social services in the state.

We are also dedicated to attracting private investors who are ready to support us achieve our goal of
poverty eradication while also promoting sustainable development and enabling the State
maintain/sustain its ranking (by the World Bank) as the first amongst the 36 states of the
federation and the FCT in the Ease of Doing Business.

We remain resolute in our determination to promote private investments in return for economic
rowth, job creation, poverty reduction including improving access to social services for everyone.
he quest of the Government for better infrastructure, services and greater access to finance

cannot be overemphasized.

It is expected that in no distant time, the gains from our insistent efforts in promoting private
investments and significant contributions to tax revenues will be visible to all.

%, Apsha
Dr. Hadiza Sabuwa Balarabe
Deputy Governor, Kaduna State
Chairman, KADIPA Board.

v|iPage



ACKNOWLEDGEMENT

The Kaduna State PPP Policy is a guide for the State to further promote the
deployment of investments with the use of private financing through
Public-Private Partnership (PPP) practices. Its aim is to help both public
and private potential PPP stakeholders optimally prepare for and
successfully implement the projects within the PPP scheme.

First, I wish to appreciate my boss, Mallam Nasir Ahmad EI-Rufai,
without who this document would not have been achieved and whose
drive to providing an enabling Business Environment for the state is
unequaled.

I acknowledge the support of the International Development Partners specifically:

The World Bank for the holistic diagnosis of our PPP Legal and Institutional Framework that
disclosed the gap covered by this document, and

The DFID sponsored Partnership to Engage, Reform and Learn (PERL) program, who through
its appointed consultant reviewed the Manual and developed a PPP Policy for Kaduna State in
line with International Best Practices.

I also acknowledge all the Ministries, Department and Agencies (MDAs) and the private sector
represented by the Kaduna Chamber of Commerce, Industries, Mines and Agriculture in the state
for their contribution in the development of this important document.

I would like to express my sincere gratitude to the KADIPA Board for their unwavering support
and the State Executive Council for its assistance in expediting the approval of this all important
document.

Finally, I acknowledge the KADIPA team particularly the PPP Department for their remarkable
coordination and in-depth engagements with stakeholders throughout the development of this
Policy.

.;.iffﬂj_}?_
L,.{.Qf{ N
Umma Yusuf Aboki

vifPage



1. Introduction

The Need for Private Sector Investment

The backbone for the economic and social development of any state is in its physical
infrastructure. Infrastructure projects are highly capital intensive in nature and exert a strain
on public finances; states in Nigeria have limited resources at their disposal to finance
infrastructure. As a result, public sector authorities are constantly on the lookout for
alternative sources of funds, and one such source is investment by the private sector through
Public Private Partnerships (PPPs). The Kaduna State Government (KDSG) intends to adopt
a policy that embraces the delivery of infrastructure projects and services in the public sector
through PPPs. This Policy Statement sets out the framework for using PPPs in Kaduna State.
The sectors where PPP will be applied in the state as they relate to the Kaduna State
Development Plan (2016 — 2020) and relevant Sector Implementation Plans (SIPs) include
transportation, power, water, environment, health, education, agriculture, housing and
tourism.

KDSG is aware that there is a strong and healthy competition for Foreign Direct Investment
(FDI) across the country and there is a need for Kaduna State to maintain its proactive
approach to winning investors for its large-scale infrastructure projects, as well as investors
for other sectors of its economy. In its overall plan to engage the private sector to develop
infrastructure through PPPs, the Government is seeking to create an enabling environment
that will make Kaduna an attractive place for investors. KDSG is also aware that securing
inward investments is only the first step, and it needs to ensure sustainability by making the
public sector more responsive and efficient in meeting the opportunity. Therefore, creating
the enabling environment and appropriate legal and regulatory framework is one of the main
thrusts of this policy.

Reasons for using Public - Private Partnerships

KDSG acknowledges that the use of PPP fosters economic growth by developing new
commercial opportunities and increasing competition in the provision of public services,
thereby encouraging private investment. It also results in the development of the local
financial equity and debt markets. At the same time, it allows Government to set policy and
strategy, and where appropriate, to regulate economic activities, while leaving service delivery
to the private sector. PPPs can help create a more competitive and diverse supplier market,
can help to improve the efficiency of public services, and can thereby reduce costs in public
service delivery. It will harness the resources of both public and private sectors to secure the
best outcomes and better value for money. Operationally, PPP provides opportunities for
efficiency gains, better asset utilisation and quality, clearer customer focus and accelerated
delivery of projects. KDSG intends to focus on its core public service role and give the private
sector a greater operational role.
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PPPs can draw upon the best available skills, knowledge and resources, whether they are in
the public or private sector. PPPs will allow Ministries, Departments and Agencies (MDAs) to
focus their efforts on the delivery of core services, and use the savings generated to improve
or expand other services. PPPs also have the potential to bring forward infrastructure
expenditure, instead of phasing capital development over a number of years because of
budgetary constraints. Innovation in PPP projects will be encouraged, it is also equally
important that the processes for delivering a PPP project evolve to reflect experience and the
changing environment within which infrastructure is constructed and financed, and
ultimately in which services are delivered. Government will therefore monitor, review and
from time to time refine its PPP Policy to achieve wider policy objectives.

2. Definition of Public-Private Partnerships

A PPP is a contractual agreement between a public entity and a private entity, whereby the
private entity performs part of a government organisation’s service delivery functions and
assumes the associated risks for a significant period. The role of Government is to plan and
structure the PPP projects and in return the private sector will be responsible for
implementing the projects and receiving financial remuneration according to predefined
performance criteria, which may be derived from:

Service tariffs or user charges.
Government budgets, via availability charges or service charges; and
A combination of the above.

The Government acknowledges that a wide spectrum of PPP arrangements exist that differ in
purpose, service scope, legal structure and risk sharing. The two main types of PPP schemes
are:

Output and Performance Based Contracts: The public sector retains a
significant role in the partnership project, either as the main purchaser of the services
provided or as the main enabler of the project. It purchases services and specifies the
service outputs/outcomes required as well as the performance criteria for payments,
with performance below these standards leading to deductions from service charges
payable by the public sector to the private provider. The private party commonly
provides the design, construction, operation and maintenance and financing for the
partnership project, and is paid according to performance. Risks are identified and
priced and placed with the party best able to bear and manage them at lowest cost.
Concessions: These are the most common in developing countries; here the private
sector is responsible for designing, building, operating, maintaining and financing the
project, thereby taking a considerable proportion of risk.

The choice of the PPP arrangement for a project will depend on Government’s policy in the
related sector and on potential value for money to be generated under such an arrangement.
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3. Characteristics of Public-Private Partnerships

The Government recognises and intends to put in place certain key pre-conditions which need
to be present in the policy framework for PPP, as they are critical in delivering successful
outcomes. These have been identified as:

Institutional Arrangements

Government will establish clear and unambiguous institutional functions to assist in the
successful implementation of PPPs in the state. At the same time, there will be a degree of
institutional flexibility to encourage experimentation and innovation, but most importantly,
to ensure that public bodies that have capacity are not delayed while institutional capacity
elsewhere is being developed. The Government will create an institutional framework that will
provide better coordination and planning of infrastructure, greater accountability for public
investment and delivery of public services, and more transparency in regulation and
procurement. While institutional roles and responsibilities may change over time as
Government’s experience with PPP grows, this recognises that certain public institutions will
play important roles in the programme.

The Legislative Environment

Political and regulatory risks are potential barriers to effective PPP implementation. Hence, it
is intended by Government that the regulation and legislation will be reviewed and possibly
amended to reflect emerging trends in the evolution of the PPP structure within the state. This
will create opportunities to establish a set of legal instruments, general principles and rules
for PPP procurement that all MDAs will be expected to comply with, thereby ensuring some
degree of consistency in approach across sectors.

Affordability

PPP options must be affordable both to Government and the public, given other priorities and
commitments. The rationale for PPP is improved management of scarce resources, better risk
allocation and more efficient and cost-effective delivery of services. Government is aware that
while the private sector may be willing to finance and deliver infrastructure and services
through PPP, only users or taxpayers can pay for them. Affordability thus acts as a real
constraint, and Government will give serious consideration to the selection of potential PPP
projects, ensuring always that their choices are in line with Government’s policy priorities and
objectives. PPP provides new forms of procurement, financing and operation in ways that are
likely to result in improved management of scarce resources.
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Value for Money

For the Government’s PPP infrastructure programme to be successful, it is essential the PPP
projects involved in all sectors are seen to be “value for money”. This means that the public
infrastructure services provided by the private sector are provided at a lower cost to the tax
payer than equivalent services provided by the public sector, after considering the value of
project risks passed from the public sector to the private sector. In adopting this policy, the
Government is making no presumption about the relative efficiency or effectiveness of the
public and private sectors in the delivery of projects and services. Rather, it will use PPP where
this is likely to result in better value and more affordable services. All procurement decisions
will be made on merit and all proposals subjected to thorough economic and financial cost
benefit analysis. Value for money is a combination of the service outcome to be delivered by
the private sector, together with the value of risks transferred to the private contractor and
direct costs to government and users. Where value for money drivers exist, PPPs can
potentially deliver significant benefits in the design, the quality of services and the overall cost
of infrastructure.

Capacity Building

As PPP represents a substantially new paradigm for Government, capacity building will be
necessary for all stakeholders in the PPP process. The general level of awareness and
understanding of PPP will be improved among all stakeholders to facilitate sound policy
development and constructive discussion and debate. There is need to ensure a sufficient level
of resources at all MDAs to deliver good PPP projects. The success of the PPP programme will
depend on the development and retention of appropriate skills and expertise within the public
sector. Ultimately, the Government will focus on transforming Kaduna Investment Promotion
Agency (KADIPA) into a PPP centre of excellence through a rigorous training regime and
external support, improving its ability to drive the PPP programme with support from relevant
MDAs. The Government will improve on KADIPA’s capacity to properly manage the
procurement process, make necessary approvals and regulate, and in some cases modify, the
PPP once operational.

4. Scope of the Policy

This policy will apply to all projects for the provision of infrastructure and services by the State
or Local Governments which would work directly or indirectly to deliver the broad policy
objectives enshrined in the State Development Plan (SDP). The Sector Implementation Plans
will include those projects or programmes that are deemed suitable for PPP within each MDA’s
Medium and Long-Term Action Plans for infrastructure development.
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5. The Goal and Objectives of the Policy

The goal of the policy is to use PPP to increase the availability of infrastructure services with
greater efficiency than can be achieved using the traditional public sector procurement
approach. In attaining this goal, the Government seeks to adopt the following objectives.

Economic

To ensure that infrastructure projects are planned, prioritised, and managed to
maximise economic returns and are delivered in a timely, efficient, and cost-effective
manner.

To use PPP as a catalyst for the implementation of the SDP and any subsequent
development plans, considering the state’s urban and local development plans.

To accelerate investment in new infrastructure and ensure that existing infrastructure
is upgraded to a satisfactory standard that meets the needs and aspirations of the
public.

To ensure that all investment projects provide value for money and that the costs to
government are affordable.

To develop more reliable public services by deploying private sector skills in project
financing, risk management, project planning and the use of new technologies and
innovation thereby ensuring greater value for money in the provision of public
infrastructure.

To improve the availability, quality, and efficiency of power, water, transport and other
public services in order to increase economic growth, productivity, competitiveness,
and access to markets.

To increase the capacity and diversity of the private sector by providing opportunities
for Nigerian and international investors and contractors in the provision of public
infrastructure, encouraging efficiency, innovation, and flexibility.

To manage the fiscal risks created under PPP contracts within the Government’s
overall financial and budgetary framework.

To utilise state assets efficiently for the benefit of all users of public services.

Social
To release public finance resources for investment in necessary social services.
To increase access to quality public services for all members of society.
To enhance the employment generation potential and diversity of the state economy.
To ensure that user charges for new or improved public services are affordable and
provide value for money.
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To respect the employment rights and opportunities of existing employees and to
ensure that any redundancy or other social safety net issues are resolved before final
project approval.

To enhance the health, safety, and wellbeing of the public.
To cater for vulnerable groups and promote gender equality.

To encourage the direct or indirect participation of small and medium sized enterprises
in PPP projects.

To enhance social integration and inclusive growth.
Address the needs of vulnerable groups and gender-related issues.

Environmental
To protect and enhance the natural environment.
To minimise greenhouse gas emissions and other pollutants.
To enhance opportunities for clean and resilient growth.

6. The Implementing Principles
The Government shall promote and maintain the following principles when implementing
PPP projects in the state:

Competition

The PPP procurement process shall be conducted via a competitive bidding process to ensure
transparency in the process and to provide a mechanism for the selection of the best-value
proposal. This will ensure compliance with global best practice to secure support from local
and international lending institutions and grant funding organisations. The maximum
benefits of competition will be realised if there is sufficient interest to generate multiple
bidders, which normally arises with a public and transparent two-stage procurement process.
The first stage, the prequalification process is to select bidders that are best qualified to submit
fully priced bids. A shortlist of bidders will then be selected based on a consistent selection
criterion with the objective of excluding bidders. The second and final stage progressively
reduces the number of bidders based on the evaluation of technical and financial bids until the
Preferred Bidder is identified.

Transparency

Government acknowledges that bidding for PPP contracts through the two-stage bidding
process can be expensive and that companies will only be prepared to participate in the process
if they have confidence in its transparency. To gain this confidence, Government will make
public the basis on which the successful bidder will be selected from the outset when
advertising the range of works or services that they will require. Potential bidders can then
make an informed decision on whether to participate in the competition, and, if they do, to
maximise their chances of submitting a successful bid.
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Fairness

The same factors that drive the need for transparency will also apply to fairness. Bidders, or
potential bidders, will have access to the same level of information about the requirements of
the PPP project and about the procurement process itself. The criteria used to select the
shortlist of bidders or to evaluate bids will be used to create a level playing field to obtain the
optimal outcome and not to favour one bidder or group of bidders.

The Government wishes to encourage international investors to Kaduna to invest in PPP and
will therefore allow bids to be widely advertised and open to international as well as Nigerian
companies. Project information will be accessible to international audience as well as Nigerian
companies and domestic preference clauses will not apply to PPP projects.

7. Institutional Framework for Public Private Partnerships

The Government agencies have roles and responsibilities to ensure that PPPs can be
implemented successfully with the acceptance of all stakeholders and to the satisfaction of all
beneficiaries. First and foremost, the Government is responsible for establishing a sound
enabling environment for PPPs, meaning that transparent and effective PPP legislative and
institutional frameworks are in place. The Government is also responsible for the necessary
planning to determine whether the PPP model is most appropriate. The legislative framework
governing PPPs in Kaduna State allocates specific roles and responsibilities to various entities.
To make sure that there are checks and balances in the system, as well as oversight of the
decision-making process, many of the Government entities are involved in the PPP process
from beginning to end. The entities are:

Kaduna State Executive Council
The State Executive Council is the competent approving authority for decisions relating to
development and final approval of the PPP Projects Pipeline.

The Kaduna Investment Promotion Agency

The Kaduna State Investment Promotion Agency (KADIPA) was established under the
KADIPA Law 2015. The law was enacted to stipulate the legal framework for PPP projects
procurement in the State and public infrastructure and provide social amenities and other
facilities for the State through PPPs. The KADIPA Board is chaired by the Deputy Governor.
It has seventeen members and the Executive Secretary of KADIPA is the Secretary to the
Board. The Board shall be the approving body for all PPP transactions in the State.

The Government use the KADIPA law to develop new regulations that will give KADIPA the
power to:
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Be responsible for the development of its PPP policy and refinement over time.

Be the key driver and promoter of PPP projects and be managing the PPP project life-
cycle, not as the contracting entity, but as the Government advisory and coordinating
body for the implementation of PPPs.

Co-ordinate with the Ministry responsible for Budget and Planning and relevant MDAs to
conduct the economic appraisal, planning, prioritisation of infrastructure projects and
investment to create a pipeline of PPP projects.

With the support from the MDAs, ensure that PPP projects are carefully appraised,
scoped and planned prior to initiating a procurement process.

Appoint Transaction Advisers to support the MDAs in the procurement process.

Develop guidelines to assist MDAs in the roll-out of their PPP projects; these will be
codified in a body of regulations and model contracts supported by a PPP Manual and
an online toolkit, to demonstrate and assist MDAs in carrying out best practice.

To ensure effective stakeholder engagement allowing for public consultation on user
charges and assess market interest.

To be the centre of excellence for PPP by building capacity for PPPs and promote good
practice and knowledge sharing with MDAs and the private sector, and serve as a “PPP
Knowledge Centre” by maintaining a central repository of all documentation and
records, including agreements, about PPPs.

Ministries, Departments and Agencies

The MDAs are responsible for managing public infrastructure and services and for the
management of their own resources. The MDAs are to prepare long-term plans for
infrastructure investment and maintenance and incorporate them into the Plan. The MDAs
and other public bodies will support KADIPA in the identification of a PPP Pipeline of projects
to be included in the Sector Implementation Plans (SIPs) of relevant sectors and for selection
of investors. The MDAs will:

Support KADIPA throughout the PPP procurement process.

Be the contracting authority for PPPs.
Supervise and monitor the delivery of PPP projects in their sectors.

Kaduna State Ministry of Finance (MoF)

The Ministry of Finance (MoF) will play an important role in public financial management of
PPP projects, and in evaluating and managing fiscal risks that may result from PPP
agreements. The MoF will ensure that the forecasted costs for the Government include
subsidies that may be required to make a project viable and affordable over the full life of the
contract. Together with KADIPA and the relevant MDA it will also review the value for money,
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costs and contingent liabilities as the project design and risk valuations are refined during the
project preparation and procurement phases. The MoF will play a key role in assessing the
budgetary implications of PPP projects. KADIPA will work closely with the MoF in the
assessment of PPP project affordability, value-for-money, feasibility and identification of any
contingent liabilities associated with PPP projects.

Kaduna State Planning and Budget Commission

The Commission is the primary agency of government that facilitates efficient and effective
mobilisation, planning, allocation and utilisation of resources for socio-economic
transformation of Kaduna State. The Commission will ensure that there is better coordination
and planning of infrastructure investment and greater use of economic appraisal techniques
to prioritise investment. The Commission will provide the tools and methodologies for the
economic appraisal of investment projects to be funded by the budget and included in the
various SIPs and the support of KADIPA and MDAs to prepare a prioritised PPP Pipeline of
Projects to be funded by the private sector.

Kaduna State Ministry of Justice

The Ministry of Justice is responsible for the approval of all PPP contracts and shall perform
this task as an integral member of the KADIPA Board and through the representatives of the
Ministry who shall provide legal support to KADIPA during the PPP procurement process.

8. The Legislative Framework for Kaduna State
The PPP procurement in Kaduna State is governed by the following legislation:

The Kaduna Investment Promotion Authority Law 2015;
The Kaduna State Public Procurement Law 2016; and
Regulations issued by the State Executive Council (Exco) governing the PPP process.

The Enabling Environment

The Government shall review these laws and regulations and set out the requirements for
competition and private sector participation in all public procurement and specify the
necessary approvals required for PPP procurement. Through such legislation, the Government
assures investors that all contracts completed in compliance with the laws are legal and
enforceable, and that investors would be able to recover their expected return subject to
compliance with the terms of the PPP contract. To further safeguard a quick and efficient PPP
procurement process, the Government intends to give KADIPA, with support of the State
Executive Council, the full responsibility and control over the PPP procurement process in
order to avoid unnecessary delays. KADIPA will, on the onset, harmonise its procurement
processes within the framework of the Kaduna Pubic Procurement Act and will thereafter
manage the process in accordance with the procurement process in the PPP Manual.
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By creating an appropriate enabling environment for PPP and allowing a fair return to private
investors for the project risks that they will take, the Government believes that it can harness
PPP to supplement scarce public resources, although Government will still provide the greater
part of investment funding for infrastructure. The Government recognises that it will need to
develop its policies and practices—and in some cases introduce or amend legislation—if it is
to encourage greater private sector participation in delivering public services and attract
private capital to fund the country’s infrastructure and related services. The Government will:

Provide a clear policy and regulatory framework for PPP and greater transparency and
fairness in awarding contracts and resolving disputes;

Work with international development institutions to reduce financing costs;

Ensure that its procurement processes are fair, transparent, and well managed, and
compliant with all relevant legislation;

Improve capacity and skills in the public sector to manage projects more effectively;

Communicate its plans and policies effectively to the general public and investors, and
work with the Federal Government to ensure that there is a clear and consistent
approach to PPP.

9. New Framework for Public-Private Partnerships

The Government will put in place a legal, financial, and institutional framework that will
promote and facilitate the implementation of privately financed infrastructure projects by
enhancing transparency, fairness and the long-term sustainability of projects. It will apply
lessons learned in any further refinement of its policy and the associated legal, financial, and
regulatory frameworks. It will disseminate this knowledge and experience throughout the
public sector and continue to build capacity in MDAs in the planning, procurement, and
management of PPP projects. It will ensure that its economic policies provide a stable and
predictable environment for investors. Ultimately the new laws and regulations will create the
following.

Legal Framework

Ensure that public authorities are empowered to enter into agreements for the
implementation of privately financed infrastructure projects and can delegate their
statutory functions to private companies.

Ensure that the regulation and licensing of public service operators and operations is
transparent, timely, and effective.

Provide appropriate remedies for protecting the safety and integrity of public
infrastructure from vandalism and other criminal activity.

Ensure that there are no distortions created by existing tax, banking, company, or any
other laws that would bias the investment decisions of public authorities for or against
PPP as a procurement option, or would distort the commercial decisions of PPP
investors, contractors, or operators
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Provide for transparent, efficient, and competitive procurement procedures for PPP-
type contracts that encourage innovation from bidders and allow dialogue to optimise
the allocation of risks between the contracting parties.

Ensure that there is an effective disputes resolution process which can operate
independently and in a timely manner to provide alternative procedures such as
arbitration and expert determination.

Ensure that the proposed institutional and financial framework for PPP and the
issuance of guarantees, partial risk insurance or other financial instruments by, or
through, the Federal Government is consistent with the Federal Fiscal Responsibility
Act 2007 and the Kaduna State Fiscal Responsibility Law 2016

Financial Framework
The Government will strengthen its Medium-Term Expenditure Framework (MTEF) and the
Sector Implementation Plans (SIPs) of its Ministries, Departments and Agencies to:

Provide guidance to MDAs on the renewal of the State Development Plan that will
provide aplanning tool for the prioritisation of infrastructure financed from public funds
that will also include a 5-year PPP Projects Pipeline to be financed through PPP contracts;

Issue guidance to all public authorities and provide support and advice on discount
rates, indexation and inflation, techniques for measuring costs and benefits, and the
valuation of risks;

Allocate responsibility for monitoring any contingent liabilities and risks that arise
from PPP contracts and any sub sovereign or other guarantees, partial risk insurance,
subsidies, or exchange rate volatility;

Ensure that its policies on user charges and tariff subsidies are sustainable and meet
the needs of both investors and users.

10. Public - Private Partnerships and Planning
KADIPA will identify, in consultation with the Planning and Budget Commission, a list of
potential PPP projects, and with support from the Commission develop, the criteria for
preparation and screening of projects for a prioritisation of a 5-year PPP Project Pipeline.
These assessments will determine whether a project would make a suitable candidate for
further preparation and implementation through a PPP arrangement. The assessments
provide recommended actions for undertaking the next steps for the detailed analysis, risk
structuring, review, and possible tendering of each PPP candidate project. In setting out these
priorities, KADIPA and the Commission will take into consideration:

The State’s investment priorities and its short- to long-term goals for the development

of infrastructure in a sustainable manner;

Where PPPs are likely to offer better value-for-money over other forms of public

procurement;
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The current resources, project management capacity and efficiency of the private
sector.

The PPP Projects Pipeline Plan will be updated from time to time by KADIPA in accordance
with the criteria agreed with the Planning and Budget Commission and shall be included in
relevant Sector Implementation Plans. Unsolicited proposals by the private sector will be
subject to the same project review process described in the criteria and will be procured in
accordance with this Policy once they are incorporated into the PPP Projects Pipeline.

11. Public-Private Partnerships and Regulation

The Government does not have the intention to establish independent regulatory bodies to
regulate pricing and competition issues. An economic regulatory regime via the PPP contracts
will be developed with the use of arbitration and tribunals to settle disputes. Post-contract
monitoring of safety and environmental regulation will be the responsibility of the relevant
Kaduna Environmental Promotion Agency (KEPA).

KADIPA will continue to consult with the private sector and interest groups on the options for
reforms to remove barriers and make PPP arrangements more efficient.

12. Working with the Federal Government

Government acknowledges that the Federal Government is responsible for the delivery of
Federal Infrastructure such as power, railways, the major ports and airports, and interstate
roads. The Government will continue to work with the relevant Federal Ministries,
Departments, and Agencies to ensure that investment is directed to developing and improving
those Federal infrastructure assets located within the State. In undertaking its own PPP
transactions, the Government will ensure that there is a consistency of approach between
Federal and Kaduna State PPP policies as they evolve. The Government will also invest directly
alongside other private investors, where appropriate and by agreement with the Federal
Government, in support of projects to improve the availability of infrastructure when this is
in the long-term interest of the State.

The Government further acknowledges that some State projects may require Federal
Government guarantees in order to attract international finance. These projects will have to
also comply with the process for the Federal projects as they will require the approval of the
Federal Executive Council.
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13. Stakeholder Consultation and Participation

The Government shall take into consideration the concerns of potential private sponsors,
users and other key stakeholders over the lack of bankability of PPP projects by consulting
with such key stakeholders as early as possible, to solicit their guidance on what is and is not
a sustainable, commercially viable project, before final decisions are taken regarding project
structure and design. This will assist the Government in finding a solution to the problem of
poorly structured, unsustainable PPP projects.

14. The Project Cycle
The standard PPP process to be adopted by Government shall take the following steps:

Project development
Identification of need and ranking of projects in the PPP Pipeline;
Budget allocation in the MTEF and SDP.

Pre-Feasibility Study
Systematic appraisal of technical solutions to the identified need;
Preparation of economic, social and environmental cost benefit analysis, and an
Environmental Impact Assessment, if required;
Value for money (VfM) and affordability testing of different procurement options
Preparation of financial analysis;
Approval of Outline Business Case (OBC) by the KADIPA Board prior to the
commencement of procurement.

Procurement

Creation management structure by KADIPA and project teams consisting of relevant
MDA staff;
Appointment of Transaction Advisers through a competitive and transparent
procurement process, with a clear audit trail for the selection of bidders and the
evaluation of bids;
Preparation of an Information Memorandum and bid documentation;
Market consultation, if appropriate;
Selection of investors through a competitive and transparent procurement process,
with a clear audit trail for the selection of bidders and the evaluation of bids;
Approval of Full Business Case (FBC) by the KADIPA Board before the decision to
award a contract.
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Implementation

Monitoring of design and construction, and subsequently operation and maintenance
to ensure compliance with the required service standards;

Contract service supervision and management, performance monitoring and change
management;

Monitoring of payments against services delivered and any contingent liabilities.

Maturity

Inspection and preparation for the handover of any public assets in accordance with
the specified requirements, if appropriate;

Analysis of future service delivery options and further procurement, if appropriate;
Contract close and recording of lessons learned.

The Government will provide further guidance through the PPP Manual on the effective
management of each phase of a PPP project.

15. Unsolicited Proposals

It is the Government’s intention to encourage innovation in as many areas as possible. Thus,
KDSG acknowledges that private companies are often well positioned to recognise potential
demand for infrastructure facilities and to devise innovative ideas to develop and operate such
infrastructure facilities. A key objective of this policy is to encourage greater innovation in the
delivery of its infrastructure and public services sectors. This can be achieved by encouraging
unsolicited proposals for PPPs to be submitted by private sector developers. Where an
unsolicited proposal is received, the MDA will forward such proposal to KADIPA for a holistic
review and submit to the Planning and Budget Commission for inclusion in the PPP Pipeline
and relevant SIPs. Unsolicited PPP proposals will have to go through sufficient transparency
and competition, but the Government will allow for inbuilt procurement advantages to benefit
the Private proponents. The Government will seek to get the balance right between
encouraging the private sector to submit project ideas, without losing the transparency and
efficiency gains of a well-conceived competitive tender process. While all proposals will be
treated on a case-by-case basis, consideration of unsolicited proposals will be the exception
rather than the rule, and limited mainly to projects that demonstrate genuine innovation
and/or use of proprietary technology.
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16. Conclusion

This Policy Framework sets out the policies and processes that the Government will introduce
to provide new investment in Kaduna’s public infrastructure. By adopting this policy, the
Kaduna State Government is expecting to leverage on PPPs to rehabilitate and expand the
state’s infrastructure, thereby growing the economy, creating jobs in the state and achieving
the state’s economic development goals. The PPP policy will harness private sector support
towards the State’s public works programme, with the immediate focus on the rehabilitation
and expansion of roads, expanding access to electricity to major farming and mining centres
through rural electrification, and accelerated connection to the national grid and easing urban
and rural transportation. It is the intention of Government to create an environment with a
credible PPP legal framework that will harmonise both public and private sector interests that
is mutually beneficial for both parties for the duration of the agreement.
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