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Summary Overview 
Limited investments across the sectors, given the muted private sector spending, is driving the Engineering, Procurement and Construction (EPC) 

players towards infrastructure projects, especially road, which has seen several new players competing in this space over the last three years. In the 

sample1 considered by ICRA for its study on EPC bids, more than 2/3rd of the projects awarded through EPC route during FY2016 and FY2015, were 

quoted at a discount to NHAI’s base price, with some EPC contracts being awarded for as low as 62-75% of NHAI’s base price during the last two 

years. The number of bidders for these projects ranged between 3 to 12. In order to shore up the order book, some EPC contractors are under 

pressure to bid aggressively with slim margins. Variation between L1 and base price, number of bidders and difference between L1 and L2 are some 

of the indicators used to gauge the competitive intensity. 

High variation between L1 and base price 

During FY2015, the top four bidders together won 17 projects totaling around 1474 km (62%), the awarded cost is Rs.72.29 billion, a discount of 

around 13% to NHAI's base cost of Rs.83.42 billion. Whereas, during FY2016 for the top five players which together won 27 projects totaling around 

1830 km (61% of awarded length in FY2016) the awarded cost is Rs.187.17 billion, a discount of 6.4% to the NHAI base cost of Rs.199.93 billion. At 

the aggregate level, the top three successful bidders over last two years won 32 projects totaling 2542 km which is around 47% of total awards 

secured the contracts by quoting a significant discount of 12% to NHAI’s base price. 

Closer L1 & L2 bids 

The variation between L1 and L2 ranged between 0.2-18.3%. For non-contiguous stretches, it is varying between 0.2-5.7%. For a majority of the 

projects, the difference between L1 and L2 is less than 4%, indicating intense competition. Contiguous stretches and projects which are in close 

proximity are bid for a substantial discount to the NHAI base price owing to benefits of economies of scale arising out of sharing of equipment, 

quarries and key personnel between projects. As a result, the variation between L1 and L2 is much higher in such cases. 

Bid pricing across geographies 

Bihar, Chattisgarh, Jammu & Kashmir and West Bengal are states which have not seen any bids at a discount to NHAI’s base price. Although bids for 

Chattisgarh were at a premium, they were close to the base price (not more than 2%). The premium ranged between 0-29% for Bihar and 5-16% for 

West Bengal with median premium being 7% and 10% respectively. Historically, projects in these states suffered major delays owing to right of 

way/approval/availability of several raw materials related issues. In terms of state support, these states also fare poorly when compared to most of 

the other states. For Jammu & Kashmir, the premium ranged between 28-44% primarily on account of difficulty in mobilising resources (including 

                                                           
1
 Around 80 national highway projects awarded during FY2015 and FY2016 covering 5,300 km in fifteen states were chosen for ICRA study. 
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labour), shorter working season (monsoon and snowfall in areas closer to valley) and frequent strikes/riots, which further adversely affected both 

working days as well as morale of labourers.  

In case of Uttar Pradesh, the median deviation between the NHAI base price and the awarded cost is close to 0% despite several projects being 

awarded for significant premium primarily on account of healthy participation for six packages of the Eastern Peripheral Expressway, wherein four 

out of six packages were bid for discount in the range of -3.8% to -12.2%. Adjusted for these six packages, the median variation for UP is a premium 

of 6.2%. The bidding has been aggressive in Madhya Pradesh, Orissa and Karnataka wherein discount to base price is at 21%, 18% and 18% 

respectively. 

With securing new credit becoming a challenge, provision for mobilisation advance is also a motivation to secure EPC contracts for contractors with 

stretched liquidity profile. Of the 17 EPC contractors who won projects over last two years, five of them have been facing liquidity related issues 

(rated in default category). These five have won around 20.1% of total awards in terms of length. In case of entities in default category, the discount 

to base price is at around 0.6%. For the entities in non-default category, however, it is at a premium of 0.8% to base price. 

Aggressive bidding could lead to losses for developers thereby impacting the pace of execution 

The FY2009-FY2012 period had witnessed aggressive private sector participation in the BOT segment. This period saw average of 12-15 bids per 

project, with a majority of these bids significantly higher than NHAI’s expectation and there was significant variation in the top bids. The gross 

awards peaked in FY2012 to an all-time high of 6,491 km. However, the aggressive bidding, coupled with highly leveraged balance sheets and 

strained profitability of the road developers had made it difficult for the developers to achieve financial closure. Further, weak capital markets and 

stressed valuations had made raising equity capital extremely difficult for most of the developers. The same resulted in the termination/cancellation 

of as many as 23 projects out of the total 45 awarded. In addition, most of the awards were made without securing requisite right of way, resulting 

in an inordinate delay in execution which affected the execution, and affected developers’ profitability. As a result, participation in the BOT segment 

witnessed a significant slowdown. Consequently, the award rate declined from FY2013 followed by increase in share of EPC contracts. More than 

70% of total awards by NHAI during last three years were through the EPC route. 

Given the aggressive bidding witnessed in EPC space, some EPC contracts were awarded for as low as 62-75% of NHAI’s base price during the last 

two years. Such aggression could lead to losses/stretched liquidity of developers and thereby impacting the pace of execution. 

Pickup in NH project execution, 47% of awards during FY2017 through Hybrid Annuity Model (HAM) 
 
Over the last two years, the Government focus on addressing execution bottlenecks have started yielding positive results. Speedy resolution of stuck 

projects, granting of forest clearances for regional offices, online filing for clearances to construct ROB and RUBs and increasing limits on sand 

mining have all helped improve the situation. Recently, to make encumbrance-free land available more speedily, NHAI has delegated powers to 

regional officers to demolish structures on right of way and shifting of utilities. These efforts have seen 43% increase in the pace of execution, with 
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execution rate reaching 5.53 km/day during FY2016 as against 4.11 km/day during FY2015. The pace of execution increased, by 9% during 4M 

FY2017 to 5.52 km/day, from 5.06 km/day during 4M FY2016. There has been considerable improvement in non-moving projects as well.  

 As on June 2016, work is yet to commence on 4,929 km (87 contracts) for which the letter of award (LoA) has been issued. Adjusting for the recent 

awards during FY2016, which are yet to start, older projects for which LoA is signed but are yet to commence, stood at 2,431 km (42 contracts) 

which is 48% lower than the corresponding figure in March 2016. 

Until FY 2014, the mode of project award was determined based on the waterfall mechanism that explores BOT (Toll) first followed by BOT (Annuity) 

and then EPC depending on the traffic density along the project stretch; this process slowed down the awards due to weak private sector 

participation. In the absence of private sector participation, shifting to EPC mode and restarting the award process is time consuming which was 

primary reason for low awards in FY 2013 and FY 2014. This process has been subsequently scrapped and the committee headed by Secretary of 

Ministry of Road Transport and Highways (MoRTH) can now  decide on the mode (BOT/EPC) of project awards. Further, upfront land acquisition and 

clearance from the Ministry of Environment and Forests (MoEF) and larger proportion of EPC contracts have increased the interest of developers 

and contractors in road projects. This is reflected in the 43% increase in awards by NHAI during FY2016 to 4,390 km as compared to 3,076 km in 

FY2015. About 77% of the awards during this period were through the EPC mode, 20% through the BOT (Toll) mode, 2% through the newly-

introduced HAM mode and 1% through the SPV route. The NHAI intends to award 6,615 km during FY2017, of which 47% are likely to be awarded 

through HAM, 38% through the EPC mode and the remaining 15% through the BOT route.  

After initial teething problems with no bids for the first project under the HAM mode and modest participation with average of three bids for the 

first few projects during January-March 2016, NHAI’s aggressive promotion of the HAM model, through awareness campaigns to lenders and 

developers has yielded positive results. Some of the more recent bids have witnessed good participation (as high as 9-10 bidders per project). Till 

July 2016, 19 projects worth Rs. 156.62 billion and totaling 846.54 km were awarded through the HAM mode.  
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