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DISCLAIMER 

 

This document is issued for the party which commissioned it and for 

specific purposes connected with the above-captioned project only. It 

should not be relied upon by any other party or used for any other 

purpose. 

We accept no responsibility for the consequences of this document being 

relied upon by any other party, or being used for any other purpose, or 

containing any error or omission which is due to an error or omission in 

data supplied to us by other parties or party which commissioned it. 

This document contains confidential information and proprietary 

intellectual property. It should not be shown to other parties without 

consent from us and from the party which commissioned it.  

Our total liability shall be limited to the amount of fee paid to us for any 

particular stage of deliverable under the contract. Further, this report has 

been prepared on the basis of verbal instructions given by the party 

commissioning the project from time to time. Instructions in writing are 

pending to be received from the party commissioning the project. As 

further instructed by the party commissioning the project, in case of 

submission of reports for two or more stages, while preparing the reports 

for later stages the reports for earlier stages shall be considered 

deemed approved by them. 
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1 INTRODUCTION & BACKGROUND 

1.1 Introduction 

This report is being submitted by Almondz Global Securities Limited 
(AGSL, alternatively “the Consultant” or “the Transaction Advisor”) to 
Punjab Infrastructure Development Board (PIDB) for Department of 
Housing & Urban Development, Government of Punjab. This Financial 
Feasibility Report covers the detailed analysis of various factors including 
conceptual planning, project phasing, demand and occupancy, capital 
costs, operating expenses, revenue potential, etc. of PWD Rest House, 
Patiala as Heritage Hotel on PPP Mode. The Consultant has carried out 
primary and secondary research to arrive at various parameters affecting 
financial viability. 

The Financial Feasibility Report for Development, Operation and 
Maintenance of PWD Rest House, Patiala is to enable PIDB / Department 
of Housing & Urban Development and prospective bidders to assess the 
project requirements, bottlenecks, occupancy and determining factors, costs 
and revenue projections. The intending bidders shall conduct independent 
studies to validate the demand and accordingly formulate their business 
plan while bidding for the project. 

1.2 Brief Description of the Proposed Project 

The objective of this project is to improve the efficacy of available resources 
and optimize the utilization of assets. The Old Rest House over a period of 
time could not meet the expectations of the changing environment. New 
PWD Rest House was developed and it was proposed by Department of 
Housing & Urban Development to develop the Old Rest House as Heritage 
Hotel since the building belongs to Colonial Period. The limitation in terms 
of infrastructure and capacity is a deterrent to leverage the resources fully. 
High fixed costs apportioned over significantly lower capacity translates 
into poor economics on account of high operating expenses vis a vis the 
realizations. 

Hence, Department of Housing & Urban Development, Government of 
Punjab has endeavoured to Develop, Operate & Maintain PWD Rest House 
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at Patiala as Heritage Hotel on Public-Private Partnership (the “Project”) on 
a suitable model. With a view to inviting bids for the Project, Department 
of Housing & Urban Development, Government of Punjab has decided to 
conduct a feasibility study for determining the financial viability of the 
Project. If found, financially viable, the Project may be taken up for 
procurement for selection of a private entity (the “Concessionaire”) 
selected through a competitive bidding process for development. The 
Project would be implemented in accordance with the terms and conditions 
stated in the Concession Agreement to be entered into between the 
Department of Housing & Urban Development and the Concessionaire (the 
“Concession Agreement”). 

1.3 Objective of the Study 

The key objective of this assignment is to assist Department of Housing & 
Urban Development to expedite the process of selection of Development, 
Operation & Maintenance agency for Development and Operation & 
Maintenance of PWD Rest House at Patiala as Heritage Hotel on Public - 
Private - Partnership (PPP) basis by establishing feasibility & economic 
viability of the project; project structuring, preparation of RFP document, 
Bid Process Management, preparation and finalization of the terms and 
conditions of the Agreement to be signed between Department of Housing 
& Urban Development and the selected Private agency and all other 
activities incidental thereto. 

1.4 Scope of Work 

The overall scope of work for the Project is as follows: 

The objective of this Consultancy is to procure transaction related advice, 
develop a Revenue Model, undertake a financial appraisal and assist in the 
bidding process and award of the Project in a manner which ensures:  

a. Participation by the best available companies in the bidding process;  

b. Financing of the capital cost by the Concessionaire; and  

c. Optimising the revenue potential of the Project. 

Scope of work for Consultancy Services for the said project includes the 
following: 
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1.4.1 Stage I: Kick-Off and Conceptual Planning 

a. Kick off meeting and interaction with the Department of Housing & 
Urban Development / PIDB so as to understand their objectives for the 
Project, advising on the commercial and capital structuring, especially 
with reference to Applicable Laws, etc.  

b. Understanding the project preparedness in terms of land title based on 
available documents, suitability of land use for the project and 
applicability of other bye laws, provisions, etc. and advising the 
authority suitably based on the information collected, etc. and prepare 
report, which should highlight any possible opposition /conflict, any 
expectation from any of the stakeholders.  

c. Presentation of case studies on similar projects being implemented 
elsewhere in the country identifying the key issues, challenges faced 
and advise on the regulatory support for implementation of the project. 

d. To carry out necessary markets surveys / studies for carrying out 
Feasibility study for development, operation and maintenance of PWD 
Rest House as Heritage Hotel.  

e. Site visits, assessment and evaluation in terms of constraints and issues 
that might come along the proposed development 

1.4.2 Stage II: Preparation of Feasibility Report  

The feasibility study would include the following:  

i. Introduction  

ii. Project background  

iii. Approach and methodology to the feasibility study  

a. Site evaluation and appreciation.  
b. City profile to determine need gap analysis and decide the 

product mix. 
c. Concept plan (zoning plan), designs, drawings and layouts for 

the proposed development showing salient features such as 
building, parking, banquet area, service area, soft scape and 
hard scape, entry and exit, administrative area, segregation of 
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official and visitor areas, other features specific to the site and 
to amalgamate the same by creating necessary provisions for 
commercial assessment so as to meet the suitability of the 
product mix for execution on PPP mode. 

d. Phasing of the facility in response to the pace of future 
development  

e. Estimated time to construct recommended facility  
f. Identifying the key issues, challenges faced and advise on the 

regulatory support for implementation of the project  
g. Review the development guidelines for the Project including: 

Specific facilities to be developed including parking, 
open/green space, commercial area, etc. and assess the 
necessary standards as per the governing bye laws, Master Plan 
provisions etc.  

h. Review and Carry out additional market assessment to frame up 
the modality for implementation including activities such as  

 Demand Assessment & Segmentation  
 Project components, sizing and support 

infrastructure  
 Common utilities and facilities required  
 Determining Project Phasing  
 Project cost estimate and financial projections  

i. Financial analysis and viability assessment of the project 
through activities such as preparation of financial model based 
on the results of the market surveys, concept and private sector 
inputs.  

j. Strategy for operating guidelines, revenue and expenses 
k. Management/staffing and pricing strategies for the project.  
l. Appropriate structure for development of project  

1.4.3 Stage III: Presentation of Feasibility Study  

1.4.4 Stage IV: Preparation of RFP and Draft Concession Agreement 

1.4.5 Stage V: Bid Process Management  
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1.5 Deliverables 

In pursuance of this TOR, the Consultant shall undertake /deliver the 
following deliverables (the “Deliverables”) during the course of this 
Consultancy. Each deliverable shall include an analysis, assumptions, 
results of computations, tables, charts, recommendations, and such other 
contents that generally comprise deliverables for similar consultancy work 
by way of best practices. The deliverables shall include:  

A. Presentation on Concept Plan Options  

On commencement of the Consultancy, the Consultant shall prepare and 
submit a Presentation on Conceptual Planning (the “Concept Plan”).   

B. Revenue Model  

The Consultant shall identify and quantify all costs, expenses and revenues 
of the Project, and shall prepare cash-flow statements for the concession 
period for the approved Concept Plan at ‘A’ above. Based on the above, the 
Consultant shall prepare the Revenue Model which will indicate the 
possible capital structure, likely sources of financing, the costs of financing, 
the cash flow, debt service, return on investment etc. (the “Revenue 
Model”). This would also include sensitivity analysis in relation to the 
critical parameters of the Revenue Model.  

C. Financial Feasibility Report  

Based on the parameters specified in the draft Bid Documents as well as the 
Revenue Model, the Consultant shall prepare Financial Feasibility Report 
for the Project outlining the salient features of the Project, its financial 
viability and benefits. The Consultant shall work out the financial viability 
of the Project [with a view to estimating the likely IRR over a concession 
period of 20 (twenty) years, 30 (thirty) years, etc]. The Consultant shall 
review the Feasibility Report, RFP and the Draft Concession Agreement to 
estimate the capital costs, O&M costs, revenues etc. and prepare a financial 
feasibility report for the Project (the “Financial Feasibility Report”).  

D. Assistance in preparation of RFQ, RFP and Concession Agreement  

E. Assistance in Bidding Process 
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1.6 Approach & Methodology 

A detailed methodology for the given scope of work has been worked out for 
developing PWD Rest House, Patiala as Heritage Hotel. Following are the 
various tasks that will be involved in the successful completion of the 
assignment: 

1. Site visit and data collection 
2. Preliminary design  
3. Project economics 
4. Financial feasibility 
5. Project structuring 
6. Drafting of tender documents (RFP & DCA) 
7. Issue of tender documents (RFP & DCA) 
8. Bid evaluation and hence selection of the developer 

1.6.1 Site Visit and Data Collection 

The consultants have made initial visits to the site for getting a general feel 
of the site and location. Further site visits have been undertaken for 
demand estimation and technical assessment of the site. Following 
information has been collected regarding the site from Department of 
Housing & Urban Development, PIDB and site visit: 
a. Site area 
b. Surrounding development including major roads leading to the 

site. 
c. Present status of the site 
d. Commercial development in close proximity to the site 
e. Site maps  
f. Availability of basic infrastructure 

Data collection has been done from both primary and secondary sources. 
Demand estimation has been done subsequent to the analysis of various 
data obtained from primary and secondary sources. 

Concept Revalidation 
Immediately after the signing of contract and the orders to commence 
work, the Project Team was mobilized. Site visit was organized in 
consultation with the Authority, available secondary and primary data was 
collected and research was started regarding various facets of the project. 
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Reconnaissance Survey 
The sites were visited to identify the unique site features and constraints of 
the site and its surrounding areas. Existing status of infrastructure facilities 
was assessed to precisely identify and determine the infrastructural needs 
and mapping the bottlenecks. 

Facility Mapping 
An in-depth study for understanding the profile for the town / city where 
the service is proposed, economic drivers, existing tourist destinations, 
facilities and circuits in the surrounding, mapping availability of resources 
at and around the proposed site was conducted. 

1.6.2 Project Economics 

On the basis of primary and secondary data as mentioned in 1.6.1 above the 
occupancy and pricing characteristics for hotel industry has been estimated 
by the consultant. The consultant has analyzed various subjective and 
objective factors to estimate the occupancy for the development of PWD 
Rest House, Patiala as Heritage Hotel. Tourism is supply side development 
driven by factors beyond conventional projects. The very existence of 
tourist facility rather drive the other commercial activities. The factors 
which are likely to impact demand include the demographics and 
economics of the region besides the tourism orientation of the Government. 
Site specific factors have also been analyzed. It must be appreciated that 
tourism facility is supply driven especially where the destinations witness 
high footfall. At other places success of hospitality sector depends on socio 
economic development and economic activity in the region. 

Following are the factors which would be analyzed to estimate the 
demand: 

a. Demography 

b. Economic activity 

c. Competing facilities 

d. Pricing and occupancy characteristics 

e. Site specific factors 

The consultant has analyzed the impact of the above factors on the demand 
for heritage hotel and any other factors specific to the site. 
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A. Demography 

The consultants has analyzed the demographic profile of the city which 
includes analysis of population growth rates, absolute population, 
population trends, occupation profile and any other aspect relevant to the 
study. 

B. Economic Activity 

Economic activity of the city is an important determinant of the 
infrastructure requirements for the city. These infrastructures are roads, 
water supply, sewage, power, solid waste management facilities, storm 
water drainage systems, parking spaces, and facilities like hotels, malls, 
commercial establishments, recreation and amusement facilities, etc. The 
consultant has analyzed the overall economic activity in the region and 
economic activity specific to the site under consideration. Under this the 
consultant has analyzed the impact of such economic activity on the need 
for Heritage Hotel in the area. 

The consultants has estimated the tourism characteristics of the city which 
also includes the occupancy pattern and reasons of visit. The general study 
of tourism industry in India and hotel industry in particular gives insights 
into the intricacies of the trade. 

C. Competing Facilities 

The consultant has analyzed the competing facilities through primary and 
secondary survey to understand the impact of such facilities on the 
proposed facility. It is important that similar facilities be mapped to 
understand the threat of competitors. 

D. Pricing and Occupancy Characteristics 

Pricing is one of the most important factors to be understood in the 
parlance of price sensitive market like India. It is extremely important to 
understand the pricing dynamics of similar facilities, value for money 
analysis and propose the optimum pricing and packaging for the project to 
succeed and stand the test of competition. Service quality and offering is 
what commands premium. Besides occupancy pattern of similar facilities 
also need to be understood and has been studied. 
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E. Site Specific Factors 

The consultant has analyzed various other factors which are specific to the 
site like presence of institutions, colleges, government offices, shopping 
malls, multiplexes, tourist spots, hospitals etc. in close vicinity to the site 
and account for demand arising as a consequence of such specific 
development or activities. The consultant has also studied the factors 
driving visitors to Patiala. 

1.6.3 Preliminary Design 

Based on the product mix and feasibility of the project the consultant has 
suggested the optimum development and activity mix as well as 
categorization under which hotel could be viable at the proposed site. The 
optimization has to be achieved considering the inventory and overheads 
as a result of fixed and variable costs as well as capex optimization. The 
PPP entity develop, furnish the complex and operate and maintain it. The 
concept plans would give the expansion plan and efficient utilization of the 
site and costing would be worked out accordingly. This will present a 
broad overall concept design with flexibility given to the developer to 
make it cost effective and efficient within the stated development 
specification and quality parameters. Since it is proposed to take up the 
development of the Project on Public Private Partnership and accordingly 
to attract interest of the developers, final design will be prepared by the 
developer which the Concessionaire will have to get approved from 
Department of Housing & Urban Development and competent Authority. 
The designing and planning should be cost effective and efficient and also 
conform to the ECBC Code of Government of Punjab. 

1.6.4 Financial Feasibility 

On the basis of the proposed activity mix the financial feasibility has been 
carried out for development and operation & maintenance of PWD Rest 
House, Patiala as Heritage Hotel. The financial feasibility has considered 
the development of 3-star and above hotel on PPP basis and accordingly 
revenue projections have been made for the developer during the 
concession period. The financial feasibility study involves: 

 Concept Plans 

 Area statement. 
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 Estimation of the project cost based on market rates 

 Phasing and scheduling of the Project 

 Financial structuring 

 Business plan for proposed project in Patiala with identified 
revenue streams 

 Cash flow statement over the concession period 

 Preparation of projected financial statements (balance sheet and 
profit & loss account) after taking into account realistic assumptions        

 Defining the viability gap funding requirements, if any 

 Suggesting adequate measures to be taken to reduce the viability 
gap funding and making the project viable on the whole 

 Ratio analysis including IRR calculations 

 Sensitivity analysis     

1.6.5 Revenue Model 

Strategies were formulated to make the project sustainable and 
simultaneously was tried to assess the extent to which cost could be recovered 
and the profit could be maximized. Feasibility was undertaken with following 
features under consideration   

 Identification and quantification of concession available for such 
projects 

 Identification of expenditure heads and various revenue sources for 
maximization of profit. 

 Preparation of Profit & Loss statement for the project 

 A cash flow statement was prepared based on capital cost, 
operating costs and annual revenue estimates for the proposed 
route and service. The profitability of the project was judged based 
on Financial Internal Rate of Return. 

 Viability analysis with respect to Internal Rate of Return, NPV, 
Viability Gap Funding if required, etc. 

1.6.6 Risk Analysis  

Detailed Risk Assessment was carried out and Risk Mitigation Framework 
has been prepared. Those risks which cannot be mitigated but are insurable 
have been proposed accordingly. Other risks which are non-insurable should 
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be kept at a minimum level so as to make an attractive proposition for the 
bidder and at the same time optimize the revenues and be sensitive to the 
interest of the Authority. 

1.6.7 Project Structuring 

Project has been structured depending on the viability, risk analysis and also 
taking into consideration the objectives of the Authority. Some of the possible 
structures include: 

 Mix of an Upfront Fixed License Fee, Fixed Annual Concession Fees 
and then quoted % of revenue sharing with the Authority by the 
Private Sector Player (PSP)  towards development and operating 
rights for the concession period with PSP transferring back all the 
assets to the Authority after the said concession period.  

 Fixed Annual Concession fees toward development and operating 
rights and quoted % of revenue sharing with the Authority by the 
PSP towards operating rights for the concession period with PSP 
transferring back all the assets to the Authority after the said 
concession period. 

 Mix of an Upfront Fixed License Fee and quoted Annual 
Concession Fees towards development and operating rights for the 
concession period with PSP transferring back all the assets to the 
Authority after the said concession period. 

 Quoted Annual Concession Fees towards development and 
operating rights for the concession period with PSP transferring 
back all the assets to the Authority after the said concession period. 

 Quoted Annual Concession Fees towards development and 
operating rights for the Concession Period or Pre-determined 
percentage of Revenue, whichever is higher. 

Appropriate project structure will be developed for the proposed option. Also 
packaging of the project will also be done to ensure complementary facilities 
are developed by the same entity.  

Based on the above, a comprehensive Financial Feasibility Report including 
Revenue Model is being submitted to the Authority. 
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1.6.8 Drafting Tender Documents 

The consultant will prepare the following in respect of drafting of tender 
documents in consultation with PIDB and Department of Housing & Urban 
Development: 
a. Project Information Memorandum (PIM) 
b. Request for Proposal Document (RFP) 
c. Draft Concession Agreement(DCA) 

A. Project Information Memorandum 

The project information memorandum will constitute an integral part of the 
tender document. This will contain information relating to the project, 
objective of the project, details of the site, and any other relevant 
information pertaining to the project. Following information would be 
covered in the PIM: 

 Background of the Project 

 Scope of the Project 

 Area of the Site 

 Details of the Site 

 Surroundings 

 Project Structure 

 Information regarding Concession Period and Bidding Parameters 

B. Request for Proposal (RFP) 

This will include instructions to the bidders, detailed scope of work, details 
of the bidding process, evaluation of bids and marking system and other 
terms and conditions. Following would be covered in the RFP: 

 Disclaimer 

 Definitions 

 Abbreviations 

 Project Information 

 Eligibility Criteria 

 Information and Instruction to Bidders 

 Selection Process 

 Criteria for Technical and Financial Evaluation 
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 Formats for Technical and Financial Proposal 

 Exhibits for Submission 

C. Draft Concession Agreement (DCA) 

The Draft Concession Agreement will spell out in detail, the general 
conditions and specific conditions of the concession binding on the parties 
to the contract over the concession period.  It would be drafted based on 
the contractual framework and risk assessment and mitigation plan. 
Concession Agreement would broadly cover the following: 

 Definitions 

 Conditions Precedent to Agreement 

 Concession Terms 

 Obligations of the Concessioning Authority 

 Obligations of the Concessionaire 

 Responsibilities of Independent Consultant 

 Eventualities like Change in Law, Force Majeure, etc. 

 Default by the Concessionaire 

 Termination Conditions 

 Appointment of Auditor(s) 

 Dispute Resolution Framework 

 Representation and Warranties, Disclaimer 

 Miscellaneous Terms and Conditions 

 Schedules 

1.6.9 Issue of Tender Documents   

Subsequent to the finalization of tender documents and other issues related 
to the project a tender notice will be published. Complete tender 
documents comprising Project Information Memorandum (PIM), Request 
for Proposal (RFP) document and Draft Concession Agreement (DCA) will 
be issued to the bidders for development of Heritage Hotel in Ran Baas on 
PPP basis. 
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A pre bid meeting would be conducted by PIDB / Department of Housing 
& Urban Development to clarify the doubts of the interested bidders 
regarding the project, tender documents or any other issue relevant to the 
project. The Consultant will be involved in the proceedings of the pre-bid 
meeting(s) and will provide clarifications on any doubts/queries as regards 
the project on behalf of PIDB / Department of Housing & Urban 
Development. 

Any changes proposed by the bidders in the tender document or any 
additions, deletions, etc. and accepted by PIDB / Department of Housing & 
Urban Development will qualify as addendum to the tender documents. 
Consultant will assist PIDB / Department of Housing & Urban 
Development in preparation of such addendum if required. Any such 
addendum will form part of the tender documents. 

1.6.10 Selection of the Developer 

In response to the tender notice, the bidders who purchase the bid 
documents and who are interested in participating in the bidding process 
will submit their detailed techno-commercial proposals in the format 
prescribed in the RFP.  

Consultants will evaluate the techno-commercial proposals submitted by 
the bidders on the basis of marking system and evaluation criteria 
prescribed in the RFP. The selection process and criteria specified in the 
RFP document would form the basis for assessment and selection of a 
bidder. It would involve three stages:  
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Stage I: Short-listing of potential bidders –This stage of evaluation would 
be called “responsiveness check.” Based on the broad qualification criteria 
set out in the RFP the Consultants will shortlist the bidders for the next 
stage. The outputs of this stage will the responsive bidders. 

Stage II:  Evaluation of Technical Qualification will lead to the selection of 
“Technically Qualified Responsive Bidders” 

Stage III:  Evaluation of the Financial Proposal would lead to the selection 
of the “successful bidder”. 

The evaluation of the proposals would be put forth before the PIDB / 
Department of Housing & Urban Development and consultants will assist 
PIDB / Department of Housing & Urban Development in shortlisting the 
successful bidder for developing PWD Rest House as Heritage Hotel in 
Patiala. 

Once the bidder is selected, Consultant will assist in modification and 
finalization of the concession agreement with the bidder, depending on the 
requirement. 

1.7 Objective of the Project 

The objective of this project is to improve the efficacy of available resources 
and optimize the utilization of assets. The Old Rest House over a period of 
time could not meet the expectations of the changing environment. New 
PWD Rest House was developed and it was proposed by Department of 
Housing & Urban Development to develop the Old Rest House as Heritage 
Hotel since the building belongs to Colonial Period. The limitation in terms 
of infrastructure and capacity is a deterrent to leverage the resources fully. 
High fixed costs apportioned over significantly lower capacity translates 
into poor economics on account of high operating expenses vis a vis the 
realizations.  

Department of Housing & Urban Development is desirous of setting up the 
Project under PPP, on DBFOT basis through a competitive bidding process. 
Department of Housing & Urban Development also envisages that the 
Project be implemented in accordance with the terms and conditions to be 
set out in the “Concession Agreement”, to be entered into between 
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Department of Housing & Urban Development, Government of Punjab and 
the bidder selected through a competitive bidding process. 

Facilities Proposed 

Department of Housing & Urban Development proposes to establish a 3-
star and above category heritage hotel at PWD Rest House, Patiala. The 
hotel is proposed to have a restaurant, food court / commercial and a bar 
as well.  

1.8 Roles and Responsibilities 

The Heritage Hotel at PWD Rest House, Patiala will be developed under 
PPP mode for which Department of Housing & Urban Development will be 
the nodal agency. 

1.8.1 Role of Department of Housing & Urban Development, Government 
of Punjab 

 Selection of Private developers through transparent bidding 
process 

 Allotment and handover of site free of all encumbrances 

 Necessary support for all approvals and clearances 

1.8.2 Role of Developer 

 Project Financing 

 Obtaining various approvals and clearances for the project 

 Expansion and / or Furnishing - The developer will be responsible 
for the Furnishing of the Hotel and establishment of all support 
facilities and infrastructure. Where expansion is required and 
possible as per bylaws the developer will be required to undertake 
such expansion in the overall interest of the project including 
adding more rooms, food court / commercial, restaurant, banquet 
hall, etc. 

 Operation & Maintenance of the Hotel - The developer will be 
responsible for the operation and maintenance of the Hotel 

 The developer may use land for other commercial activities so as to 
enhance his revenue streams. The nature and extent of such use 
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shall be regulated in accordance with the concession agreement and 
local laws. 

The developer will undertake activities in compliance with government 
regulations & laws. 
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2 INDUSTRY OVERVIEW – HOTEL 
INDUSTRY 

2.1 Overview of the Indian Tourism Sector 

The World Travel and Tourism Council (WTTC) have identified India as 
one of its growth centers in the world. India also ranks first on a relative 
scale amongst the countries expected to grow their Travel and Tourism 
(T&T) demand rapidly and ranks second on employment scale, amongst 
the countries to generate largest employment in absolute terms, according 
to World Travel & Tourism Council. The Indian tourism and hospitality 
industry have emerged as one of the key drivers of growth among the 
services sector in India. Tourism in India has significant potential 
considering the rich cultural and historical heritage, variety in ecology, 
terrains and places of natural beauty spread across the country. Tourism is 
also a potentially large employment generator besides being a significant 
source of foreign exchange for the country. FEEs during the period 
January-November 2019 were US$ 26.78 billion registering a growth of 3.7 
per cent year-on-year. 

According to WTTC, India ranked third among 185 countries in terms of 
travel & tourism’s total contribution to GDP in 2018. India was ranked 34th 
in the Travel & Tourism Competitiveness Report 2019 published by the 
World Economic Forum. 

India is the most digitally advanced traveller nation in terms of digital tools 
being used for planning, booking and experiencing a journey, India’s rising 
middle class and increasing disposable incomes has continued to support 
the growth of domestic and outbound tourism. During 2018, foreign tourist 
arrivals (FTAs) in India stood at 10.56 million, achieving a growth rate of 
5.20 per cent year-on-year During January-November 2019, Foreign Tourist 
Arrivals (FTAs) were 96,69,633 with the growth of 3.2 per cent. During 
January-November 2019, a total of 25,51,211 tourist arrived on e-Tourist 
Visa registering a growth of 23.8 per cent. The travel & tourism sector in 
India accounted for 8 per cent of the total employment opportunities 
generated in the country in 2017, providing employment to around 41.6 
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million people during the same year. The number is expected to rise by 2 
per cent annum to 52.3 million jobs by 2028. 

India is also the third largest globally in terms of investment in travel & 
tourism with an investment of US$ 45.7 billion in 2018, accounting for 5.9 
per cent of national investment. During the period April 2000-June 2019, 
the hotel and tourism sector attracted around US$ 12.99 billion of FDI, 
according to the data released by Department for Promotion of Industry 
and Internal Trade (DPIIT) 

International hotel chains are increasing their presence in the country, as it 
will account for around 47 per cent share in the Tourism & Hospitality 
sector of India by 2020 & 50 per cent by 2022 

India’s travel and tourism industry has huge growth potential. The tourism 
industry is also looking forward to the expansion of E-visa scheme which is 
expected to double the tourist inflow to India. India's travel and tourism 
industry has the potential to expand by 2.5 per cent on the back of higher 
budgetary allocation and low-cost healthcare facility, according to a joint 
study conducted by Assocham and Yes Bank. 

2.2 Indian Hotel Industry 

The Indian hospitality industry has emerged as one of the key industries 
driving the growth of the services sector and, thereby, the Indian economy. 
According to IBEF, the tourism & hospitality sector’s direct contribution to 
GDP surged by 23.6% in 2017, raising the share of the industry (direct & 
indirect) was Rs 5.9 trillion (US$ 91.3 billion). Also, tourism in India 
accounts for 9.4% of the GDP & is the 3rd largest foreign exchange earner 
for the country and ranked 7th in terms of tourism total contribution to 
GDP in 2017. The Indian hotel industry has enjoyed phenomenal growth 
due to liberalization of the Indian economy, growing business 
opportunities and stable political environment. Increase in domestic travel 
due to higher income, concept of week-end holidays, leisure and business 
trips have also propelled growth. This has also led to higher demand of 
mid-market and upscale hotels by leisure travels and business travel.  

Going forward, CARE expects the industry to register an overall healthy 
growth in revenue on back of economic growth and consistently growing 
middle class along with increasing disposable income. There are various 
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other key factors that drive the market, including India’s attractiveness as a 
medical tourism destination; steadily growing Meetings, Incentives, 
Conferences and Exhibitions (MICE) segment; and, an increasing fondness 
among millennial to travel. Also, the expected future inventory in 11 major 
markets (across categories - only branded) is lower at around 49,400 rooms 
for the 5 years (FY18 to FY23). Therefore, with increasing demand on back 
of improvement in economic activities and lower room additions, it is 
expected that the major markets in the industry should sustain the average 
room rates (ARRs) going forward and grow at an average of 3.5-4.5% per 
annum. Also, it is expected that the occupancy would inch up to an average 
of about 68-70% by the end of FY23 compared with 66.6% in FY18. 
Accordingly, the hotel industry is expected to see an increase in room 
revenue at the rate of about 10-12% CAGR over the 5 years. 

The hotel industry can broadly be classified into three categories – Starred 
hotels, Approved hotels and Licensed hotels based on general features like 
Number of rooms, number of restaurants, presence of facilities like spa, 
swimming pool, shopping mall etc. The Department of Tourism further 
reclassifies them into 5-D, 5-Star, 4-Star category, while the state 
governments are responsible for the classification of 3-Star, 2-Star and 1-
Star hotels. The classification is based on the facilities offered and is done 
with the aim to provide comfort to the customer. 

According to the Consolidated FDI Policy, released by DIPP, Ministry of 
Commerce and Industry, Government of India, the government has 
allowed 100 per cent foreign investment under the automatic route in the 
hotel and tourism related industry. 

2.3 Vacation Ownership Industry 

The growing popularity of the leisure industry in the country today has 
facilitated alternative hotel product offerings to strengthen their foothold in 
the market, particularly those with an ownership model that strongly 
focuses on making 'holidaying' a habit. Amongst these include the 
traditional timeshare and fractional ownership. These are popular holiday 
models internationally, along with the condo hotels and private residence 
clubs products. These alternative models, in particular the timeshare 
product, provides a degree of insulation to key stakeholders (including 
developers, operators and consumers) compared to the pure hotel product. 
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However, while the risk associated with the timeshare product is lesser 
compared to the pure hotel product, the ability for the product to maximize 
returns (from a developer's and operator's perspective) is relatively lower 
than the hotel product. Timeshare found a place in the tourism policy of 
India in the year 2001 and the Ministry of Tourism, in the year 2006 
introduced a scheme for classification of Timeshare Resorts. 

2.4 Meeting Incentive Conference and Exhibition (MICE) Segment 

MICE is the new form of business tourism on which Indian hospitality 
players are increasingly focusing on. It caters to business meetings, 
international conferences and conventions, events and exhibitions. After 
the popular spots for MICE such as Hong Kong, Malaysia and Dubai, India 
is fast gaining its pace in the competition to become an ideal MICE 
destination. Need for MICE facilities in India are accelerating with notable 
growth momentum in domestic and international travels. MICE target 
customers are India Inc. and global business giants. MICE segment not only 
adds to the banquet revenues, but also leads higher room demand and 
therefore room revenues. 

2.5 Tourism & Hotel Management Education: 

Tourism & Hotel Management education have become key concern as the 
number of travelers increases and markets become more sophisticated in 
most countries. The World Travel & Tourism Council (WTTC) estimates a 
boost in the total amount of T&T activity in the coming years. If India is to 
realize its immense potential in tourism & hospitality sector it must 
provide international level products matched with technically qualified 
workforce. The Government of India has been taking initiatives to promote 
and develop Hospitality & Tourism both in terms of physical infrastructure 
& services by paying attention on uplifting physical products as well as 
manpower. There would be a huge demand for skilled and trained 
manpower in the industry. The major challenge ahead before the tourism 
industry in India is to bridge the gap between the demand-supply of 
skilled workforce through attracting and retaining the talented skill to 
serve the industry. The number of institutes imparting Hotel Management 
course has been increasing leading to overall increase in intake capacity to 
meet the demand for manpower in Hospitality sector. 
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2.6 PPP in Hospitality  

Public Private Partnership has been used in India to bring forth new 
projects in the Tourism Sector. The PPP schemes in Hotel Industry are 
predominantly under BOT Scheme. Many states have taken advantage of 
PPP Schemes to improve the condition of the Tourism Sector.  

Institutional Framework for PPPP at Central Level in India 

 

The Union government has been at the forefront of development of tourism 
on PPP through its various policy initiatives including creation of budget 
accommodation on PPP. During the 12th Five Year Plan it had specifically 
focused on this.  

Indian Hotels’ budget brand Ginger operates the IRCTC-Rail Yatri Niwas 
in Delhi on a PPP model with IRCTC.  

In the past few years, several international hospitality chains have entered 
the Indian market with most setting up luxury or premium hotels. Several 
hotels that internationally are mid-market are more in the premium 
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category in India, like Ibis from the Accor group. According to a Senior 
Analyst “It makes more economic sense to set up a luxury hotel here than 
budget, as returns are faster and better in luxury.” 

The Working Group’s report mentions that high cost and low availability 
of land were prodding hotels to opt for a higher star category, as the setting 
up of budget hotels is not commercially viable. The availability of branded 
budget hotels, which can offer clean and safe rooms across major cities, is a 
trigger that can lead to explosive growth in domestic tourism, according to 
experts.  

2.6.1 Case Study Analysis - Kerela 

Kerala is a relatively small state with a rich variety of natural tourist 
settings. The Kerala Government took up a largely enabling role, 
supporting and promoting a great number of tourist activities. 

In the new millennium, Kerala witnessed a remarkable diversification in 
the supply of tourist services. As never before, the government allowed 
tourists to move around in rather secluded areas of natural parks and 
sanctuaries. Private entrepreneurs pioneered 'heritage tourism', combining 
stays in nicely situated heritage buildings with Ayurvedic treatment. They 
also started organizing expeditions by foot, boat, raft, jeep or bullock cart, 
through the hills of the Western Ghats and along the backwaters. Varied 
packages including nature, local tradition and culture, heritage and 
relaxation were developed by a rapidly increasing number of 
entrepreneurs. Inevitably, with the widespread discovery of their potential, 
all such bits of special tourism have spread over other parts of India and 
have become ordinary fare in Kerala. During this process both the 
government and the private sector have adopted several forms of 'eco-
tourism'. Such adoption was promoted by the aforementioned 1997 Action 
Plan. In practice, it was largely opportunistic. Everything with a more or 
less natural feel to it was termed 'eco'. 

The governments of other states increasingly follow Kerala's example. They 
do so by: (a) recognizing the income earning and job generation potential of 
tourism; (b) (more) actively promoting tourism through publicity 
campaigns and giving support and incentives to the private sector; and (c) 
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largely putting private entrepreneurs in charge of the provision of tourist 
services. 

The example of Kerala shows that Indian tourist destinations can outgrow 
the phase of basic backpacker enclaves referred to above and offer a more 
differentiated mix of products to a socioeconomically much more varied 
group of tourists. Amongst these tourists, there is a large section of people 
from India, i.e. domestic tourists. 
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3 BENCHMARKING STUDY 

This section details some other similar projects against which the present 
project is being benchmarked. The section details few heritage hotels that 
have been undertaken / are being undertaken in some states by the 
respective state governments to understand the nitty-gritties of such 
projects and understand the economics of such projects in terms of revenue 
potential. 

3.1 Five Star Hotel at Guwahati 

5 star hotel was to be built on a plot of land measuring 15 bighas situated at 
Kahnapara, G S Road, Guwahati Assam for the development of 5 star hotel 
of international standards with the objective of developing tourism 
infrastructure in the state. The Concessionaire shall be responsible for 
constructing, developing and operating a 5 star hotel of international 
standards consisting of not less than 125 rooms along with restaurant, bar 
and appropriate conferencing / banquet facilities and back of the house / 
service area a together with all tourism related activities at its own cost and 
expenses.  

The project proponent was Department of Tourism, Government of Assam. 
It had invited proposals for establishment of five star hotel in Guwahati in 
PPP Mode. Indian Hotels Company Limited was selected as the 
Concessionaire. The land was owned by Department of Tourism, 
Government of Assam. The Concession Period was 60 years from the date 
of Conditions Precedent. Date of signing of Concession Agreement was 6th 
October 2008. 

Bidding Parameters and bids received: 

 Commencing from the date of receipt of approval of building 
plans from the authority - Rs. 30 lakhs each year payable in 4 
equal quarterly instalments 

 Year 5 onwards till the expiry of term of lease - Rs. 30 lacs 
increasing by 10% every year plus amount equal to 3% of gross 
revenue of the hotel 
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3.2 Five Star Hotel at Vijaywada 

Government of Andhra Pradesh (GoAP) mandated Amaravati 
Development Corporation Limited (ADCL) to develop various ‘Tourism 
Infrastructure Projects’ at the Precincts of ‘Rajiv Gandhi Park’ and 
Riverfront & Canal-front Areas, Near VMC Office in the ‘Heart of 
Vijayawada City’ under “Vijayawada-Amaravati Gateway Project” in 
collaboration with Vijayawada Municipal Corporation, Water Resources 
Department, APTRANSCO, APSRTC and Railways. 

The Riverfront Areas and Canal-front Areas located at the ‘Prime 
Commercial Hub and Vantage Points’ of Vijayawada City near VMC Office 
are the most significant features and grand entry points for Amaravati 
Capital City through Vijayawada City. Government of Andhra Pradesh 
intended to develop various Landmark and Iconic ‘Tourism Infrastructure 
Projects’ with Hospitality, Leisure, Recreation, Adventure, Amusement & 
Entertainment Project Components at these sites through Public Private 
Partnership Mode. Govt. of A.P. directed ADCL to initiate and implement 
these Landmark and Iconic ‘Tourism Infrastructure Projects’ under 
“Vijayawada-Amaravati Gateway Project” in collaboration with 
Vijayawada Municipal Corporation, Water Resources Department, 
APTRANSCO, APSRTC and Railways. ADCL appointed Andhra Pradesh 
Project Facilitators and Consultancy Service Limited (APPFCS) as the 
Project Consultant & Advisor for the ‘Project Structuring’ and for extending 
‘Bid Process Management Services’ for the transparent Selection of 
Developer through Competitive Bidding.  

As part of the development of ‘Tourism Infrastructure Projects’ under 
“Vijayawada-Amaravati Gateway Project” at Canal-front Road, besides 
VMC Office & Electrical Substation in Vijayawada City under 
“Vijayawada-Amaravti Gateway Project”, the ADCL intended to develop 
Iconic Highrise “5 Star Business Class Hotel with Convention Center & 
Serviced Apartments Tower” in About 1.80 Acres of land parcel through 
Public Private Partnership (the “PPP”) on [Design, Build, Finance, Operate 
and Transfer (the “DBFOT”)] basis, and has, therefore, decided to carry out 
the bidding process for selection of a private partner as the Bidder to whom 
the Project may be awarded.  
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Minimum project cost was estimated at Rs. 100 Cr. The bidding parameter 
was Highest Revenue Sharing with the Authority. Concession Period was 
kept at 33 years from the date of signing the agreement. Permissible built – 
up area was 3.50 lakh sq. ft. and permitted number of floors was 15. Period 
of completion was set at 2 years. Annual lease rent was kept at 1.41 cr. per 
annum (2% of market value of land as per tourism policy). Revenue share 
reserve price was 1.1932 Cr. and amount payable was quoted price or 3% of 
revenue share, whichever is higher with a moratorium of 4 years from the 
date of signing of Concession Agreement. 

3.3 Hotel cum Convention Center, Kolkata 

West Bengal Housing Infrastructure Development Corporation Limited 
(WBHIDCO or the Authority) has developed an integrated MICE and 
hospitality complex over an area of approximately 10 acres, comprising of 
the Biswa Bangla Convention Centre and the Hotel property, in New 
Town, Kolkata. WBHIDCO had been inclined to appoint an operator for:  

 Financing and undertaking the works including furnishing, 
interiors, fit-outs etc., as required to make the Project Facilities 
operational 

 Operation & maintenance and marketing of the Hotel property and 

 Assistance in marketing and bookings management for the co-
located Biswa Bangla Convention Centre, on behalf of the Authority 

The Project Site is located adjacent to the HIDCO Bhavan and is 
surrounded with upcoming office, commercial, retail, and hospitality hub 
of Kolkata in New Town and Salt Lake City. It is 11 km away from Netaji 
Subhash International Airport and connected to the city via E.M. Bypass 
road and Rajarhat road. The Hotel property was proposed to be given to 
the Operator on Operation, Maintain and Transfer (OMT) basis. The 
Concession Period for the Project was decided to be 30 (thirty) years. 

The Operator was to pay to the Authority: a) 25% of monthly operation & 
maintenance expenses of the Common Area, as determined by the 
Authority at the end of every month. b) Utility charges, for usage of water, 
power, HVAC, based on actuals / pre-determined rates, as guided by the 
Authority from time-to-time.  
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The Operator was mandated to provide 10% of total membership of the 
executive lounge within the Hotel property, to government officials free of 
membership charges, as directed by the Authority. Usage fee of the 
executive lounge services shall be paid as per the actual rates and usage by 
the respective members. The Operator was mandated to provide 15% 
discount on stated room rates to guests of the Authority or Government of 
West Bengal. 

The Hotel property is designed as a hotel with 10 floors (including 1 level 
of basement) and built-up area of ~1.76 L sq ft (~25% of total FAR of the 
MICE and hospitality complex). The Hotel has 103 keys with different 
configurations. The Biswa Bangla Convention Centre, is designed, planned 
and being constructed as a world-class convention venue with premium 
facilities for hosting various types of events. The convention centre 
occupies a BUA of about 2.8 L sq ft. The Authority will retain responsibility 
for operations and maintenance of the common areas. 

Commercial Consideration:  

Upfront Fee: The Operator / Selected Bidder shall pay to the Authority a 
one-time nonrefundable upfront fee of INR 5 (five) Crore at the time of / 
before execution of the Agreement.  

Semi-annual Payment to the Authority: Additionally, the Operator shall 
pay to the Authority a Semi-annual Payment, payable every 6 months, 
equivalent to higher of i) Revenue Share as a %age (To be quoted as bid 
variable by the Bidder, subject to a minimum 10% of the Gross Revenue) of 
the Gross Revenue for the semi-annual period. ii) Minimum Guarantee 
Payment of that period - INR 1 Crore, for each of the First and second semi-
annual periods, subject to increase at a rate of 10% every 3 years over the 
Minimum Guarantee Payment of the previous year. 

3.4 Hotel Imphal, Manipur 

The Department of Tourism (DoT) operated Hotel Imphal at North AOC, 
Imphal, Manipur. With the objective of providing upgraded facilities to 
users, promoting tourism and unlocking the commercial value of this 
property, Department of Tourism proposed to develop / upgrade and 
operate Hotel Imphal, Government Oil Depot, North AOC, Directorate of 
Tourism Building and Kabo Leikai through Public Private Partnership by 
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leasing them on upgrade / develop, maintain, manage, share and transfer 
basis and had invited proposal for leasing of Hotel Imphal Properties in the 
State of Manipur. The lease period was decided to be initially for a period 
of 10 (Ten) years which was proposed to be extended for a period of 10 
(Ten) years at a time up to maximum total period of 30 (Thirty) years, on 
proper evaluation of the performance of the Lease and on the shall be for 30 
(Thirty) years & there shall be review by Department of Tourism at the 
Terms & Condition to be mutually decided between the Government and 
the Lessee. The Bidders were required to renovate the property and were 
allowed to make additions to the infrastructure subject to the condition that 
the same is utilized for tourism purpose. Minimum development was 
prescribed which the selected bidder was bound to undertake. 

Commercial Consideration:  

Minimum Upfront Fee: Non-refundable (Rs. 5.00 Crores)  

Minimum Annual Fee: Rs. 60.00 lakhs to be increased once every two 
years as per wholesale price index (5% of the upfront fee per month) 

Bid Parameter was kept as Highest Upfront Fee 
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4 REGIONAL PROFILE 

Regional Profile of a location has significant impact on the success of any 
project in that region. The impact of various regional characteristics, society, 
demographics, availability of labour and raw material, socio-economic profile 
of the population, etc. all these things have a varied and diverse impact of the 
commercial viability of the project. This section deals with the important 
aspects of Patiala – Punjab and helps us in understanding the important 
aspects which impact the proposed project. 

This section details some important information about the city of Patiala 
which is relevant to the development of proposed project in Patiala City. The 
information presented is based on the primary inputs as well as the study of 
Master Plan of Patiala. Besides the presented information the consultants will 
carry out a series of surveys relevant to the project and collectively analyze the 
primary and secondary information available here and collected subsequently 
to estimate the demand and provide other valuable inputs for the successful 
implementation of the project.  

4.1 Introduction to Patiala City 

Patiala is located in South – Eastern part of Punjab. It is well connected by 
roads and is located at a distance of about 75 km towards southwest from 
Chandigarh. It lies 25 km away from the Grand Trunk Road (i.e. National 
Highway No.1) and is about 250 km from Delhi. It is well connected with 
important urban centers of Punjab by the network of national highway, state 
highways and district roads. The city is linked with railway network as 
Rajpura branch railway line passes through the city. It is surrounded by the 
districts of Fatehgarh Sahib, Rupnagar and the Union Territory of Chandigarh 
in the north, Sangrur district in the west, Ambala and Kurukshetra districts of 
neighbouring state of Haryana in the east and Kaithal district of Haryana in 
the south. 
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On account of substantial administrative, institutional and commercial 
development that has already taken place, its growth impulses have led to 
growth outside the limits of Municipal Corporation of Patiala. 

 

FIGURE 4.1: PHYSICAL SETTING 

Patiala is 55 Km from Ambala, 235 Km from Amritsar, 75 Km from 
Chandigarh, 175 Km from Jalandhar, 115 Km from Ludhiana and 250 Km from 
New Delhi. 

4.2 Demographic Profile 

Patiala district is having population of 18,95,686 as per 2011 census of which 
Urban population constitutes 763280 persons with Patiala metropolitan having a 
population of 446246. The population density of Patiala is 4172 people per square 
kilometer. The district’s population has grown by 19.62% in the previous 10 
years.  

 

 



FEASIBILITY REPORT 

AGSL   36 | P a g e  
 

YEAR POPULATION 
2011 446246 
2014 510447 
2015 532209 
2016 560392 
2017 581398 
2018 602331 

The population of Patiala in between the year of 2014-18 is listed above and 
it is seen that there is an increment of 91,884 in the past 5 years. In terms 
of figures, the population each year increases by about 18,376.8. The 
population of Patiala in the year of 2019 is estimated to be 602,331 + 
18,376.8 = 620,707.8. So, the population of Patiala in 2019 as per estimates 
= 620,707.8 

DESCRIPTION 2011 2001 

Population 18.96 Lakhs 15.85 Lakhs 
Male 1,002,522 845,230 
Female 893,164 739,550 
Population Growth 19.62% 17.84% 

4.3 Economy 

Patiala has been a centre of trade and commerce for long but in recent years it 
is gradually developing into an industrial town by producing a wide range of 
goods. Escorts, Milk Food, Diesel Component Works (DCW) of the railways, 
Bakeman's Factory Area and Industrial Estate Sirhind Road are worth 
mentioning industrial units. The economy of Patiala district comprises of 
Agriculture and Industry.  

Punjab has a rich history of being a primarily agricultural state. Patiala too has 
followed on the same lines and is an agriculturally rich place. But there has 
been a shift in the economy in recent times and industry has gained 
prominence in the region. It is fast emerging as an industrial heartthrob and 
various industries belonging to different sectors have set up their units here. 
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The industries produce traditional farm products- necessity for an agricultural 
place, as well as high end precision tools that cater to the most modern of 
industries. Products such as vanaspati ghee, power cables, bicycles, dairy 
products and pesticides form a major part of the industrial product. One can 
see small industrial units spread across Patiala city. But the industries are 
mostly concentrated in four main areas that are Samana, Nabha, Patiala and 
Rajpura. The regions can be divided into small industrial units that produce 
agricultural products, cutting tools and bakeries etc. And then there are major 
industrial units located in Rajpura. 

The Rajpura Thermal Power Plant had signed the Power Purchase Agreement 
in January 2010 and started the commercial operations of the 1st unit in 
January 2014, followed by the second in May 2014. The plant is being run by 
L&T who constructed 1400MW. At Rajpura, the large scale industries located 
are HUL (Formerly known as HLL), Surya Air Products Private Limited, 
Bunge India P Ltd., Amber Enterpsises Limited, Siel Chemicals Limited, etc. In 
small scales industries, Rajpura - Door Closers, Steel Works, Biomass Briquette 
Machinery, Biscuit Machines Industry, Rice Sheller, Soap Factories, etc.  

Patiala also has a diamond jewellery manufacturing unit called “Pancham 
Jewellers Pvt Ltd”, initiated in 2005 for manufacturing and supply of diamond 
studded gold jewellery along with kundan, Mina etc. It is the only unit of its 
kind in the entire area. 

Rajpura is also famous for its grain market and is the second largest grain 
market of Asia. Also The Municipal Council of Rajpura is the richest 
municipal council of Punjab.All the industrial units are bounded in an 
association and is called, "Rajpura Small Scale Industries Association". It is 
also emerging as a warehousing and logistics hub of Punjab. Many companies 
and MNC’s have their warehouses in Rajpura like ITC, Castrol, Bharti 
Walmart, Nokia-Siemens, etc. 

A thriving business and economy which is on a constant growth trajectory 
makes Patiala an economically sound place. The traditional agricultural 
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economy is still in place, but Patiala has also responded to the additional 
demands of modern industrialization in today's world. 

Patiala district has a geographical area of 3, 72,000 hectares and 81% of the 
land is cultivable i.e., 3, 03,000 hectares. There are more than 60,000 
agricultural families in Patiala and the major crops here are Wheat, maize, 
paddy, barley and sugarcane. 

Contract-farming has also been started by the Agriculture Department and 
PAFC in the district for the crops like basmati, pulses, barley, maize, etc. 
Agriculture is the most important economic activity in the district as majority 
of the population is living in the rural area.  

4.4 Tourism  

Patiala is one of the oldest cities of Punjab and is said to derive its name from 
the Bhati Rajputs who ruled over this region. The schooner-shaped Patiala 
Fort, in the heart of the city, traces its foundation to the early Christian era. In 
the 18th century it was conquered by Ala Singh of Patiala and has since 
followed the history of the erstwhile princely state. Post-independence, Patiala 
became a full-fledged district. 

Patiala is Punjab’s most well-known princely state. Its history, entwined with 
the lives of flamboyant rulers, has bequeathed it with a rich legacy of art and 
architecture. Patiala was a part of Sirhind during the Delhi Sultanate and the 
Mughals. Following the ascension of Aurangzeb as Emperor, Wazir Khan, the 
governor of Sirhind, bricked two of Guru Gobind Singh’s young sons alive. 
This caused widespread anger and disenchantment, leading to many battles 
between the Sikh and Mughal armies. Sirhind was destroyed, and Baba Ala 
Singh carved out an independent principality. He laid the foundation of the 
Qila Mubarak in 1763, around which the town of Patiala, as we know it now, 
flourished. One of his descendants, Maharaja Narinder Singh gave the city 
some of its finest buildings, including the Moti Bagh Palace and the Sheesh 
Mahal. Patiala’s most flamboyant ruler, Maharaja Bhupinder Singh, said to be 
the first Indian to own an aeroplane, was an enthusiastic patron of sports, 
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while his son, Yadavindra Singh, played an important role as Chancellor of the 
Chamber of Princes, agreeing as he did, along with 22 other rulers to accede to 
the Indian Union. Long synonymous with peg measures and royal 
peccadilloes, this erstwhile state has in fact been culturally enriching, too. It 
bestowed Hindustani classical tradition with one of its most notable schools of 
music, the Patiala gharana, which produced the likes of Ustad Ali Bux and 
Ustad Bade Ghulam Ali Khan as its most celebrated exponents. Well known 
for its many product-specific bazaars, it is a remarkable experience browsing 
through ones selling traditional crafts: juttis (embroidered shoes), parandis 
(coloured braids) and nallas (silken drawstrings). Patiala also has a long 
tradition of excellence in education. Mohindra College, one of the oldest 
institutions of higher learning in north India, was founded by Maharaja 
Mohinder Singh in the 1870s. Besides, the Netaji Subhash National Institute of 
Sports, was established within the Moti Bagh Palace following Independence, 
and is said to be Asia’s largest sports institute. Visitors to this erstwhile 
princely city will not want for things to see and do. Its magnificent forts and 
palaces, museums and places of worship, gardens and wildlife sanctuaries 
serve up a perfect melange of history, culture, art and craft. Additionally, the 
old bazaars of Patiala offer many a gourmet delight for foodies. Adalat 
Bazaar’s Sadhu Ram, Jaggi Sweets and Arjan Sweets, to name but a few.  

 

Armour and Chandeliers Museum 

 

Bahadurgarh Fort 
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Mughal Sarai 

 

Old Moti Bagh 

 

Dukhniwaran Sahib 

 

Kali Devi Temple 

 

Bir Bhunerheri Wildlife Sanctuary 

 

Bir Gurdialpura Wildlife Sanctuary 
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Bir Moti Bagh 

 

Patiala Heritage Walk 

 

Qila Mubarak, Nabha 

 

Sheesh Mahal 

 

Sports Museum, National Institute of Sports 

The average footfall of domestic tourist is 824193 people and foreign tourist is 
4380 people for the period from Jan – Dec 2018. 
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Following table gives year wise tourist arrivals (both domestic and 
international) in Punjab (Jan – Dec). 

Sr. No. Year Domestic Foreign Total
1 2009 53,69,995 1,10,404 54,80,399
2 2010 1,05,83,509 1,37,122 107,20,631
3 2011 1,64,16,638 1,50,958 165,67,596
4 2012 1,90,56,143 1,43,805 191,19,948
5 2013 2,13,40,888 2,04,074 215,44,962
6 2014 2,42,71,302 2,55,449 245,26,751
7 2015 2,57,96,361 2,42,367 260,38,728
8 2016 3,87,03,325 6,59,736 393,63,061
9 2017 4,02,93,352 11,08,635 414,01,987
10 2018 4,,45,95,061 12,00,969 457,96,030  

4.5 Infrastructure 

Modern infrastructural facilities are developing fast. The city is expanding 
very quickly and has become a hot spot for development.  

Patiala is also the centre for education. Patiala has a well maintained road 
network. Patiala has a fairly intense transport network. The city has also direct 
connectivity to other cities through Road and Rail Network. 

4.6 Inference 

The population growth rate, economic development and lifestyle related 
changes has increased the demand for hospitality sector and allied services. 
Though there is tremendous pricing pressures due to online bookings and 
competition but a right product with proper pricing packaged as a value 
offering has no deterrent in terms of success. In addition there are various 
advantages which are specific to the site which can be leveraged and would be 
discussed further. 
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5 SITE ASSESSMENT 

Site assessment is an important requisite for any project. Success of the project 
depends on the selection of an appropriate site. Hence selection of the site is 
foremost important and should be done judiciously considering all the factors that 
can have an implication on the success of the project. The section hereunder gives 
the analysis of the site for commercialization as Heritage Hotel cum Commercial 
with regards to the various important features which are critical to the success of 
such development on Public Private Partnership basis or otherwise. 

Initial reconnaissance survey has been done to identify the site features in terms of 
location, access, connectivity, surrounding features etc.  

The site appraisal was done in order to understand the following features of the 
sites: 

 Location, area and prevailing land use 
 Access and connectivity. 
 Surroundings – physical features (buildings, water body, hills, vegetation 

road, power grid etc), existing development, upcoming projects 
 Terrain 
 Infrastructure availability (water, power, storm water disposal) 

 
Evidently from the analysis of some preliminary information about Patiala city it 
has been established that hospitality infrastructure is one such infrastructure in 
the city which requires to be augmented. In its initiative to improve the avenues, 
PIDB / Department of Housing & Urban Development has initiated to develop 
PWD Rest House as Patiala as Heritage Hotel. 

This section deals with the assessment of site based on various site visits. The site 
study involves the study of location, surroundings and other basic 
parameter/characteristics of the site. Subsequent visit to the sites will be made for 
detailed study of other technical aspects related to the sites like demand 
characteristics, technical parameters from design perspective to, etc. 

This Site Analysis takes the form of an overall approach to the site, with a more 
detailed analysis of the issues related to the buildings in the key study areas, each 
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of which will be developed with Schematic Designs in future stages of the Master 
Planning process. 

This analysis fulfils the briefed activity ‘Background Review And Functional 
Analysis’, and includes the Functional Site Analysis Plan as it relates to built 
elements. The Plan will be integrated with the overall Site Plan and Landscape 
Plan in the subsequent stages 

5.1 Location 

The site is an old PWD Rest House on Bhupindra Road, Patiala. The exact location 
is Near Government Park, Opposite Preet Hospital on Bhupindra Road. It can be 
accessed through Fountain Chowk as well as from Gurudwara Dukhniwaran 
Sahib via Nabha Road (passing by D C Office). 

It is located at a distance of approximately 4 kms from Patiala Railway Station and 
Patiala Bus Stand. 

Thapar Institute of Engineering and Technology, DC Office, Forest Officers 
Colony, Punjab Water Supply and Sewerage Board and few hospitals are in close 
proximity to the site. 

 

FIGURE 5.1: LOCATION OF THE SITE 
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5.2 Connectivity 

The site is connected through Bhupindra Road and also via D C Office from Bus 
Stand, Railway Station and Gurudwara Shri Dukhniwaran Sahib. The Access of 
the site is through Bhupindra Road having both Entry and Exit Gates. 

 

FIGURE 5.2: CONNECTIVITY OF THE SITE 

5.3 Surroundings 

The site is surrounded by residential development towards west, commercial and 
residential towards each (across the road), and prime commercial on the road 
towards south and Punjab Water Supply & Sewerage Board, Mini Secretariat, DC 
Officer, Thapar Institute of Engineering and Technology towards North. 

5.4 Features on the Site 

The site has an old structure of Colonial Era dating back to 1940s built by 
Britishers and was used as PWD Rest House. Presently the site is owned by 
Department of Housing and Urban Development. The site also has servant 
quarter and garages. Most of the area is green with trees, shrubs and grass. The 
existing building is right in the centre of the site.  
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FIGURE 5.3: SITE FEATURES 

 

FIGURE 5.4: SITE FEATURES 

 PWD Rest House at Bhupindra Road, Patiala is an old building constructed 
approx. in year 1940 on land area of apporx. 693 sq.m. The total area of site is 
approx. 3.89 acres. The existing building has 8 rooms.  



FEASIBILITY REPORT 

  47 | P a g e  
 

5.5 Existing Infrastructure 

Infrastructure facilities like water supply, sewerage, telephone lines, electricity are 
all available on the site.  Car parking is available on site and metalled road for 
circulation. 

5.6 Area & Site Plan 

PWD Rest House site has an area of approximately 3.89 acres. The built up area is 
approximately 693 sq. m. The existing building has 8 rooms including dining 
halls, drawing room, etc. There are service areas, store and kitchen.  
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FIGURE 5.5: SITE PLAN
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FIGURE 5.6: SITE PLAN 

5.7 Byelaws  

S. No. Parameter Permissible Limits 
1 Minimum Approach 

Road 
Plot size from 1000 sq. 

yd. – 2000 sq. yd. 
12m (40’-0”) 

Plot size above 2000sq.yd. 
– 4000 sq. yd. 

18m (60’-0”) 

Plot size above 4000 
sq.yd. 

24m (80’-0”) 

2 Maximum Ground 
Coverage 

40% of Net Plot Area 

3 Maximum Floor Area 
Ratio 

Plot size from 1000 sq.yd. 
– 2000 sq.yd. 

1:2.0 

Plot size above 2000sq.yd. 
– 4000 sq. yd. 

1:2.5 

Plot size above 4000 sq. 
yd. 

*Unlimited 

4 Maximum Height of 
Building 

No. restriction subject to clearance from 
Airport Authority and fulfilment of norms 
such as setbacks around building, ground 
coverage, F.A.R., structural safety and fire 
safety norms. 

5 Parking  2 ECS/ 100 sq. m. of total covered area 

Table: The Punjab Urban Planning and Development Building Rules 2017 
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Note:  

1. 5% of the F.AR. can be used for commercial purpose within hotel building. 

2. *Unlimited F.A.R. shall be subject to fulfilment of building controls such as 
ground coverage, F.A.R., structural safety and fire safety norms. 

3. The F.A.R. above 1:3, will be chargeable on pro-rata basis. 

 

Height of Building (m) Setback all around Building (m) 

18 6 

21 7 

24 8 

27 9 

30 10 

35 11 

40 12 

Minimum setback or open space around buildings 

5.8 Characteristics and Constraints 

The site is regular in topography. The site has no major constraint. The only 
constraint is with regards to the profile of the city and paying capacity. Further, 
Patiala is not a famous tourist destination and accordingly facilities are to be 
decided based on the profile of the visitors and socio economic characteristics of 
the city.  
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6 PROJECT ECONOMICS 

The consultants have conducted a market research for the proposed development 
to understand the expectations of the prospective visitors and getting insights of 
various factors which may have an impact on project components and viability. 
This section deals with the following two major parameters affecting the financial 
viability of the project: 

1. Occupancy characteristics of various categories of hotels in Patiala 
2. Price economics of hotel industry in Patiala 
3. Real Estate Rental Values in Patiala 

6.1 Occupancy Characteristics of Various Hotels in Patiala 
It is pertinent to appreciate that tourism infrastructure is prominently driven by 
supply side factors rather than demand side factors. This implies that once the 
facility evolves or comes up at a location and if it offers a unique proposition for 
the target market then there is a pull factor which attracts the target market to the 
facility. In the present case as well the facility offers a unique proposition being a 
heritage property in the prime commercial area of the city with ample parking 
and excellent approach. The facility is proposed to offer an overall experience to 
the visitor and not just a room for night stay. The feel and ambience along with a 
touch of heritage can be an awe for the visitors. 

The project is proposed to be packaged in a way so as to cater the middle, upper 
middle class and affluent Indian class. Large chunk of Indian population is lying 
in this category. It is also proposed to make it a destination for celebrations for 
functions and conferences. There is an ever increasing demand of new avenues of 
entertainment and amusement with increasing disposable incomes among the 
specified categories of the population. Population and Population growth rate 
over last 2 decades is presented below: 
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Population of Patiala has been gradually increasing with a decadal growth rate of 
19.62% in 2011 over 2001. Considering the average growth rate in 2001 and 2011 
(Census of India) the population is expected to touch 22.51 lakhs by 2021 i.e. 
average annual growth rate of 1.873%. This will also increase the demand for 
hospitality sector.  The population has been growing at a CAGR of 2.01% from 
2001 to 2011 and is estimated to grow at a CAGR of 1.93% from 2011 to 2021. 

2001 2011 2021 (Estimated)
Population 1584780 1895686 2250731
Population Growth Rate 17.84% 19.62% 18.73%  

It is important to note that the demand for hospitality does not increase directly in 
proportion to the increase in population but there are multiple factors which can 
actually result in demand increase manifold. Increase in disposable incomes over 
a period of time, lifestyle related changes of existing population, increase in 
growth rate of tourism are some other factors that contribute to the increase in 
demand for hospitality related ventures and activities. 

From the table below it is clearly evident that there is constant increase in tourist 
arrivals in the state of Punjab year on year. 
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Sr. No. Year Domestic Foreign Total Growth Rate
1 2009 53,69,995 1,10,404 54,80,399
2 2010 1,05,83,509 1,37,122 107,20,631 96%
3 2011 1,64,16,638 1,50,958 165,67,596 55%
4 2012 1,90,56,143 1,43,805 191,19,948 15%
5 2013 2,13,40,888 2,04,074 215,44,962 13%
6 2014 2,42,71,302 2,55,449 245,26,751 14%
7 2015 2,57,96,361 2,42,367 260,38,728 6%
8 2016 3,87,03,325 6,59,736 393,63,061 51%
9 2017 4,02,93,352 11,08,635 414,01,987 5%
10 2018 4,45,95,061 12,00,969 457,96,030 11%  

From the table below it is clearly evident that there is constant increase in tourist 
arrivals in the state of Punjab year on year. It is actually 27% CAGR y-o-y over the 
last 10 years in the state of Punjab. The reasons are multiple including new 
avenues of entertainment, tourism development and focussed approach to 
increase the stay of tourists at all tourism centres in the state. In addition many 
cities of Punjab act as gateway to prominent tourist places in Himachal and J&K. 
In addition to this business related tourism has also increased over the past 10 
years and there has been overall development in the state. Tourist arrivals in 
Punjab over last 10 years is presented below: 

 

All the above factors translate into need for more and better accommodation 
facilities and improvement in occupancy rates of hotels.  

The occupancy characteristics of various hotels in Patiala is as below: 
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Sr. 
No. Name of Hotels No. of 

Rooms
Weekday 

Occupancy (%)
Weekend 

Occupancy (%)

1 Hotel Jai Surya 11 60 75
2 Kings Retreat 26 55 70

3
Hotel Dhillon 

Residency
8 80 90

4 Tej Residency 12 70 85
5 Hotel Lazeez 30 70 80
6 Hotel Balsons 35 60 80
7 Uttam Residency 34 70 75
8 Hotel AK Suites 12 70 80
9 Patiala Retreat 10 40 60

10 The Garden Resort 6 50 70
11 Rama House 7 50 80
12 Hotel Ranjit Plaza 10 60 80

13
Hotel Mohan 
Continental

36 60 70

14 Eqbal Inn 34 60 80

15
Hotel Harbans 

Residency
21 65 75

16 Hotel Grand Park 16 60 65
17 Narain Continental 35 60 75

18
The Baradari Palace 

(19th Century; 
Patiala, Punjab)

18 55 70

19 Hotel Godwin 23 60 70  

The consultants have studied the occupancy characteristics of various hotels in 
Patiala. Analysis of the survey data for various hotels in Patiala suggests that for 
hotels with capacity of more than 25 rooms the occupancy is more or less in the 
range of 50 to 75 percent on weekdays and weekends. Now in the present case the 
facility is proposed to have about 50 rooms when fully functional. The average 
occupancy is hence assumed as 60%. 

6.2 Pricing 
As any goods, service, commodity – pricing is a function of demand and vice 
versa. Price elasticity of demand actually translates to occupancy at different price 
points. Study of hotel industry of Patiala and survey of various hotels gives a fair 
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idea of occupancy at different price points in various categories. The findings are 
presented below: 

Sr. 
No. Name of Hotels No. of 

Rooms
Weekday 

Tariff (Rs.)
Weekend 

Tariff (Rs.)

1 Hotel Jai Surya 11 750-1200 1000-1500
2 Kings Retreat 26 1100-1300 1500-1800

3
Hotel Dhillon 

Residency
8 1200-1500 1800-2000

4 Tej Residency 12 800-1000 1200-1500
5 Hotel Lazeez 30 1800-2000 2400-2600
6 Hotel Balsons 35 2000-2500 2500-3000
7 Uttam Residency 34 1400-1700 2000-2500
8 Hotel AK Suites 12 2000-2500 3000-3500
9 Patiala Retreat 10 3000-3300 3500-3800

10 The Garden Resort 6 2000-2300 2200-2600
11 Rama House 7 1200-1500 1500
12 Hotel Ranjit Plaza 10 800-1000 1200-1500

13
Hotel Mohan 
Continental

36 1500-2000 2500-3000

14 Eqbal Inn 34 3500-4000 4500-5000

15
Hotel Harbans 

Residency
21 1200-1500 1700-2000

16 Hotel Grand Park 16 1800-2200 2500-3000
17 Narain Continental 35 1600-1900 2000-2200

18
The Baradari Palace 

(19th Century; 
Patiala, Punjab)

18 7000 9000

19 Hotel Godwin 23 800-1000 1200-1500  

Based on the survey data and site specific characteristics the Average Room Rent 
(ARR) has been assumed as Rs. 3500 per room night considering 3-star -4-star 
category hotel facilities.  

6.3 Rental Values 
The rental values of different types of commercial was studied at various locations 
in Patiala City. Floor – wise variation and site specific characteristics were also 
analyzed. Accordingly, the weighted average rental value has been assumed at 
Rs. 55 psf per month.  
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7 CONCEPT DESIGN 

This section gives the Concept Plan for Hotel at PWD Rest House Patiala site. 
Since unlimited FAR is allowed we have assumed maximum FAR of 3. However 
there is restriction of height due to existing structure which is G+1 and hence the 
concept does not propose to use the complete FAR available. The use of FAR shall 
be subject to keeping the heritage value of the existing structure intact and ensure 
that the new development seamlessly integrates in design and form with the 
heritage structure. As per the decision of EC the height restriction is not being 
imposed for development behind the heritage structure as long as it seamlessly 
integrates in both design and form with the existing structure. However for the 
purpose of study the conceptualization has been done considering G+1 structure 
considering 2 different options in terms of permissible commercial i.e. (10% of 
total built up area and 35% of total built up area). 

7.1 Classification of Hotels in India 
Based on the quality, infrastructure and service they offer they are classified as: 
Five-Star Deluxe, Five-star, Four-star, Three-star, Two-star, One-Star and Heritage 
hotels. They are based on general features and facilities offered. 

Premium and Luxury Segment: This segment comprises the high-end 5-star 
deluxe and 5-star hotels, which mainly cater to business and high market foreign 
leisure travellers and offer a high quality and range of services. 

Mid-Market Segment: This segment comprises 3 and 4 star hotels, which cater to 
the average foreign and domestic leisure traveller. This segment also caters to the 
middle level business travellers since it offers most of the essential services of 
luxury hotels without the high costs. The tax component of this segment is lower 
compared to the premium segment. 

Budget Segment: These comprise of 1 and 2 star hotels referred to as “Budget 
Hotels”. This category does not offer as many facilities as the other segments but 
provides inexpensive accommodation to the highly price-conscious segment of 
domestic and foreign leisure travellers. 
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Heritage Hotels: In the past four decades certain architecturally distinctive 
properties such as palaces and forts, built prior to 1950, have been converted into 
hotels. The Ministry of Tourism has classified these hotels as heritage hotels. 

Inventory: The number of rooms in a hotel is categorized as less than 50 rooms, 
50- 150 rooms, and more than 150 rooms. 

Affiliation: The two types of affiliations which are used to categorize hotels are 
affiliated to chain of hotels and independent ones. The hotel industry has the 
following characteristics: 

• High staff turnover and thus the ongoing development and loss of 
instructional and social capital which are significant issues in the day to- 
day management. 

• Long irregular hours over 7 days a week cause individuals to react and 
deal with stress in different ways which affects their performance. 

• The hierarchical structure of many businesses is such that it resists the 
development of inter organizational networks and the sharing of 
organizational knowledge. 

• The diversity of the workforce in terms of culture, age and gender as well 
as the diversity of skills required by individual departments results in a 
multitude of issues for the efficient management of HR. 

7.2 Site Definition: 
The site is located on Bhupindra Road, Patiala. It is surrounded by commercial, 
residential and institutional development. 

Site Area: 3.89 acres  

Maximum Ground Coverage: 40% 

F.A.R. = 3 

7.3 The Concept 
The PWD Rest House Building, Patiala is a single storied building with heritage 
value and exists on a site which has proper access from the main road (Bhupindra 
Road) and also connected with a secondary road at the rear end which can easily 
be used for service entries and maintenance. The building can easily be renovated 
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and converted to a Heritage Hotel with provision of new additional rooms in a 
new building maintaining the highlights and charm of existing façade.  

There is an existing site road which can still be used for entry to the site and can 
be extended to propose a separate exit. It is proposed that entire new construction 
shall come in line and behind the existing heritage structure. The servant quarters 
and garage are proposed to be demolished. The existing structure shall be used as 
Reception and Restaurant with internal modifications permissible as per 
applicable conservation guidelines. Complete ground floor in-line and behind the 
heritage structure is proposed to be developed as a commercial plaza with hotel 
and allied activities to be developed on first floor and above. 

The left of entrance gate, front part of site and right of exit gate can be used for 
parking. Front lawn can also be used for banqueting.  

7.4 Conceptual Plans 
The proposed conceptual plan is provided hereunder. However, the private entity 
shall eventually decide regarding the space efficiency and use within the broader 
parameters set herein. 
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FIGURE 7.1: CONCEPT PLAN 
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FIGURE 7.2: CONCEPT PLAN 
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FIGURE 7.3: CONCEPT PLAN 
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7.5 Area Statement 
The areas for various facilities have been determined based on the drawings 
provided by PWD and Department of Housing & Urban Development and 
expansion has been planned accordingly. The area details are as below: 

171715 Sqft 3.94 Acres
12404 Sqft

S.NO
EXISTING 
BUILDING PROPOSED REQUIREMENT

NO.s 
EXISTING 

NO.s 
PROPOSED

NO.s 
REQUIRED

AREA 
(Sqm)

AREA 
(Sqft)

TOTAL AREA 
(Sqft)

1 RECEPTION RECEPTION (EXISTING BLDG) 1 1 0 0 0
2 KITCHEN RESTAURANT + KITCHEN (EXISTING BLDG) 1 1 0 95 1022 0

3 CONFERENCE HALL CONFERENCE HALL 0 2 2 253 2723 5446
4 GYM GYM 0 1 1 253 2723 2723
5 N/A FOOD COURT / COMMERCIAL PLAZA 0 1 1 2372 25526 25526

6 N/A BANQUET + KITCHEN 0 1 1 669 7201 7201

7 VIP ROOM VIP ROOM NA 2 2

8 EX. ROOM EXECUTIVE ROOMS NA 48 48
9 OFFICE OFFICE 1 1 0 0 0
10 PUBLIC TOILETS PUBLIC TOILETS 1 1 0 0 0

64883

16221

3244
84348

23987

Add 5% Extra for Allied services (C)
TOTAL 

AREA CALCULATION
PWD REST HOUSE, PATIALA

SITE AREA

Add 25% Extra for Circulation and Wall Thickness (B)

BUILT UP AREA (EXISTING)

TOTAL (A)

1115 11993
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8 FINANCIAL VIABILITY 

The purpose of the Financial Analysis is to determine the financial viability and 
hence the Return on Investment from the project considering the cost of 
developing the project, operating expenses and the expected revenue stream over 
a period of time. It also includes study of different scenarios from the investor’s 
perspective and to assess the receivables for Department of Housing & Urban 
Development from the investor while ensuring that the investor gets a reasonable 
return on his equity. 

Discounted Cash Flow (DCF) Analysis is a method of valuing a project, 
company, or asset using the concepts of the time value of money. All future cash 
flows are estimated and discounted to give their Present Values (PVs) – the sum of 
all future cash flows, both incoming and outgoing, is the Net Present Value 
(NPV), which is taken as the value or price of the cash flows in question. DCF 
analysis is the most widely accepted valuation method in the fields of investment 
finance, real estate development, and corporate financial management. 

NPV of post-tax discounted project cash flows is considered as basic indicator of 
financial feasibility of a project, while ensuring a return equivalent to the 
weighted average cost of capital. The positive and negative NPV indicate “Go” or 
“No Go” for the project respectively. 

NPV of post-tax discounted equity cash flows is considered as indicator of surplus 
generated from project, while ensuring a return in the range of 20%-25% on equity 
to the investor. Thus Post Tax NPV of equity cash flows reflects the amount which 
investor can pay as premium to Authority, while making a reasonable return on 
his equity. 

As a part of financial analysis, firstly NPV of discounted project cash flows has 
been analyzed to gauge the initial viability of the project. If the project displays 
the positive NPV, then NPV of equity cash flows are calculated. The following 
section presents the assumptions and considerations for financial analysis. 

Financial projections have been prepared after analyzing various parameters 
relating to cost and revenue. The steps followed for making financial projections 
are as under: 
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• Estimation of the Project Cost including financing cost over the project 
horizon. 

• Estimation of Project Revenues. 
• Estimation of Operating Expenses for the Project 
• Preparing Profit & Loss Account and Cash Flow Statement for the Project. 

• Estimation of net operating cash flows for the Project. 
• Calculation of IRR 

 

8.1 Area Details 
Following are the area details of the Project: 

 

8.2 Revenue Assumptions 
The broad revenue assumptions underlying the profitability projections are given 
as follows: 
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REVENUE ASSUMPTIONS % Capacity No. of Days
Average Occupancy 60% 365
Revenue Inputs Amount Unit
Total Capacity Rooms 50 No.s
Average Room Rent (ARR) 3500 Rs./Room/day
Food Revenue (Boarding) 30% of Room Revenue
Banquets & Conferences 36 Rs. Lakhs/annum
Rental Revenue 153 Rs. Lakhs/annum
F & B Revenue (Non-Boarding) 18 Rs. Lakhs/annum
Escalation 5% %
Rental Values 50 Rs. Psf/month  

8.3 Capital Expenditure 
The capital expenditure has been worked for decking up the existing structure / 
facilities and inclusion of additional capacity and facilities.  

Description Area SQM Area SQFT or No.s Rate in reference to CPWD Plinth 
area Rates and Market rates

Amount

Dismantling Cost 480 5165 115 593952
Renovation Existing Structure 673 7239 800 5791462
Structure including finishes (Rooms 
+ Restaurant + Food Court)

7839 84348 2000 168695280

Sub Total 175080694
Add Plumbing (Existing + Banquet + 
Gym + Commercial)

5% 289573

Add Electrical (Existing + Banquet + 
Gym +  Commercial)

12% 694975

Add Plumbing (Proposed Rooms + 
Restaurant + Food Court)

 15% 25304292

Add Electrical (Proposed) 15% 25304292
Add Air Conditioning 270 35000 9441322
Kitchen Equipment + Storage 2600000
Furniture and Upholstery 15803000
Site Development 75000 100 7500000
SERVICES - IT, CCTV, PA, STP, DG, ETC 5000000
Initial operating supplies and 
consumables

500000

Sub-Total 267518149
Contengencies @5% 5% 13375907

280894056GRAND TOTAL

ESTIMATED PROJECT COST
PWD REST HOUSE, PATIALA

FOR EXTENSION (ROOMS + BANQUET + RESTAURANT + FOOD COURT + COMMERCIAL) 
AND RENOVATION OF EXISTING STRUCTURE
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8.4 Project Phasing 
Rs. Lakhs

PROJECT COST Y1 Y2 Total Input Variables
Land and Site Development 81 0 81 81
Civil Works & Interiors 1130 1130 2261 2261
Furniture and Uphostry 40 119 158 158
Air Conditioning 0 94 94 94
Kitchen Equipment 0 26 26 26
Computers. Printers, CCTV, etc. 0 50 50 50
Operating Consumables and Misc. 0 5 5 5
Sub-total 1251 1424 2675

Contingency 63 71 134 5%
Preliminary & pre-operative expenses 38 43 80 3%
Interest during Construction 56 177 233
Total 1407 1715 3122  

8.5 Operating Expenses 
OPERATIONAL EXPENSES (OPEX)
Escalation 7% YoY
Employee Benefits/Salaries 100 Rs. Lakhs
Food/Beverages 40% % of Food Revenue
General Expenses 5% % of Total Revenue
Marketing Expenses 3% % of Total Revenue
Consumables 5% % of Total Revenue
Repairs & Maintenance 2% % of Total Cost
Escalation in Repairs and Maintenance 5% YoY  

8.6 Financial Projections 

8.6.1 Means of Finance 

Debt / Equity Ratio 2.00
Rs. Lakhs

MEANS OF FINANCE Y1 Y2 Total
Equity 507 689 1196
Term Loan 901 1026 1926
Total 1407 1715 3122  

Debt to Equity Ratio is assumed as 2. Design and PMC charges are assumed to be 
3% of the Project Cost and Repayment is considered over 12 year tenure 
considering Moratorium Period of 2 years. 
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8.6.2 P&L Statement 

Rs. Lakhs
Projected P&L Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15
Revenue from Room Tariff 383 402 423 444 466 489 514 539 566 595 624 655 688
Food Revenue (Boarding) 115 121 127 133 140 147 154 162 170 178 187 197 206
Banquets & Conferences 36 38 40 42 44 46 48 51 53 56 59 62 65
Rental Revenue 153 161 169 177 186 195 205 216 226 238 249 262 275
Food Revenue (Non-Boarding) 18 19 20 21 22 23 24 26 27 28 30 31 33
Total  Revenue 706 741 778 817 858 901 946 993 1043 1095 1149 1207 1267

Employee Benefits/Salaries 100 107 115 123 131 141 150 161 172 184 197 211 226
Food/Beverages 60 64 67 70 74 77 81 85 89 94 99 103 109
General Expenses 35 37 39 41 43 45 47 50 52 55 57 60 63
Marketing Expenses 21 22 23 25 26 27 28 30 31 33 34 36 38
Consumables 35 37 39 41 43 45 47 50 52 55 57 60 63
Repairs & Maintenance 40 42 44 46 49 51 54 56 59 62 65 69 72
Energy Charges 24 27 29 31 32 34 36 37 39 41 43 45 48
Annual Concession Fee 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Expenses 317 336 356 376 397 420 444 469 496 524 554 585 619

EBIDTA 389 405 422 441 460 481 502 524 547 571 596 622 648
EBIDTA Margin 55% 55% 54% 54% 54% 53% 53% 53% 52% 52% 52% 52% 51%
Less: Depreciation 67 67 67 67 67 67 67 67 67 67 67 67 67
Less: Preliminery Expenses Written Off 16 16 16 16 16
Less: Interest (Bank Loan) 231 211 191 171 150 130 110 90 70 50 30 10 0
PBT 75 111 148 187 226 283 324 366 409 453 498 544 581
Less: Tax 12 17 23 29 35 44 51 57 64 92 160 179 195
PAT 63 94 125 158 191 239 274 309 345 362 339 365 386

Construction 
Period
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Projected P&L Y16 Y17 Y18 Y19 Y20 Y21 Y22 Y23 Y24 Y25 Y26 Y27 Y28 Y29 Y30
Revenue from Room Tariff 723 759 797 837 878 922 968 1017 1068 1121 1177 1236 1298 1363 1431
Food Revenue (Boarding) 217 228 239 251 264 277 291 305 320 336 353 371 389 409 429
Banquets & Conferences 68 71 75 79 83 87 91 96 100 105 111 116 122 128 134
Rental Revenue 289 303 318 334 351 369 387 406 427 448 470 494 519 545 572
Food Revenue (Non-Boarding) 34 36 38 40 42 44 46 48 51 53 56 59 62 65 68
Total  Revenue 1331 1397 1467 1540 1617 1698 1783 1872 1966 2064 2167 2276 2390 2509 2634

Employee Benefits/Salaries 241 258 276 296 317 339 362 388 415 444 475 508 544 582 623
Food/Beverages 114 120 126 132 139 146 153 160 169 177 186 195 205 215 226
General Expenses 67 70 73 77 81 85 89 94 98 103 108 114 119 125 132
Marketing Expenses 40 42 44 46 49 51 53 56 59 62 65 68 72 75 79
Consumables 67 70 73 77 81 85 89 94 98 103 108 114 119 125 132
Repairs & Maintenance 76 79 83 88 92 97 101 106 112 117 123 129 136 143 150
Energy Charges 50 53 55 58 61 64 67 70 74 78 82 86 90 94 99
Annual Concession Fee 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Expenses 654 692 732 774 818 865 916 969 1025 1084 1147 1214 1285 1360 1440

EBIDTA 676 705 735 767 799 833 868 904 941 980 1020 1061 1104 1149 1195
EBIDTA Margin 51% 50% 50% 50% 49% 49% 49% 48% 48% 47% 47% 47% 46% 46% 45%
Less: Depreciation 67 67 45 45 45 45 45 45 45 45 45 45 45 45 45
Less: Preliminery Expenses Written Off
Less: Interest (Bank Loan) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
PBT 609 638 690 722 754 788 822 859 896 935 975 1016 1059 1104 1149
Less: Tax 208 221 234 247 260 273 287 301 315 329 344 360 375 391 408
PAT 401 417 457 475 494 514 536 558 581 605 631 657 684 712 742  
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Projected P&L Y31 Y32 Y33 Y34 Y35 Y36 Y37 Y38 Y39 Y40 Y41 Y42 Y43 Y44 Y45
Revenue from Room Tariff 1502 1578 1656 1739 1826 1917 2013 2114 2220 2331 2447 2570 2698 2833 2975
Food Revenue (Boarding) 451 473 497 522 548 575 604 634 666 699 734 771 809 850 892
Banquets & Conferences 141 148 156 163 172 180 189 199 209 219 230 241 253 266 279
Rental Revenue 600 630 662 695 730 766 805 845 887 931 978 1027 1078 1132 1189
Food Revenue (Non-Boarding) 72 75 79 83 87 91 96 101 106 111 117 122 128 135 142
Total  Revenue 2766 2904 3050 3202 3362 3530 3707 3892 4087 4291 4506 4731 4968 5216 5477

Employee Benefits/Salaries 666 713 763 816 873 934 1000 1070 1145 1225 1311 1402 1500 1605 1718
Food/Beverages 237 249 261 275 288 303 318 334 350 368 386 406 426 447 469
General Expenses 138 145 152 160 168 177 185 195 204 215 225 237 248 261 274
Marketing Expenses 83 87 91 96 101 106 111 117 123 129 135 142 149 156 164
Consumables 138 145 152 160 168 177 185 195 204 215 225 237 248 261 274
Repairs & Maintenance 157 165 173 182 191 201 211 221 232 244 256 269 282 297 311
Energy Charges 104 109 115 121 127 133 140 147 154 162 170 178 187 196 206
Annual Concession Fee 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Expenses 1524 1614 1709 1810 1916 2030 2150 2277 2413 2556 2708 2870 3042 3224 3417

EBIDTA 1242 1291 1341 1393 1446 1501 1557 1615 1674 1735 1797 1861 1926 1992 2060
EBIDTA Margin 45% 44% 44% 43% 43% 43% 42% 41% 41% 40% 40% 39% 39% 38% 38%
Less: Depreciation 45 45 45 45 45 45 45 45 45 45 45 45 45 45 45
Less: Preliminery Expenses Written Off
Less: Interest (Bank Loan) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
PBT 1197 1245 1296 1347 1401 1456 1512 1570 1629 1690 1752 1816 1881 1947 2015
Less: Tax 425 442 460 478 497 516 536 557 577 599 620 643 665 688 712
PAT 772 803 836 869 904 939 976 1013 1052 1091 1132 1173 1216 1259 1303  
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8.6.3 Balance Sheet 

 

(in lacs)
Financial Year ended Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15
LIABILITIES
Equity 507 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196
Reserves & Surplus 63 157 282 439 630 869 1143 1452 1797 2159 2498 2862 3248
Term Loan 901 1926 1766 1605 1445 1284 1124 963 803 642 482 321 161 0 0
Short Term Borrowing 14 0 0 0 0 0 0 0 0 0 0 0 0
Viability Gap Funding 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Liabilities 1407 3122 3039 2958 2922 2919 2950 3028 3141 3290 3475 3676 3854 4058 4444
ASSETS
Fixed Assets
Gross Block 1370 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042
Accumulated Depreciation 0 0 67 135 202 269 337 404 472 539 606 674 741 808 876
Net Block 1370 3042 2975 2907 2840 2772 2705 2638 2570 2503 2436 2368 2301 2233 2166
Preliminary and pre-operative expenses not 
written off 38 80 64 48 32 16 0 0 0 0 0 0 0 0 0
Current Assets
Cash and Bank Balance 0 0 0 3 50 131 245 391 571 787 1039 1308 1553 1825 2278

Total Assets 1407 3122 3039 2958 2922 2919 2950 3028 3141 3290 3475 3676 3854 4058 4444

BALANCE SHEET
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(in lacs)
Financial Year ended Y16 Y17 Y18 Y19 Y20 Y21 Y22 Y23 Y24 Y25 Y26 Y27 Y28 Y29 Y30
LIABILITIES
Equity 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196
Reserves & Surplus 3649 4066 4522 4997 5491 6006 6541 7099 7680 8286 8916 9573 10257 10969 11711
Term Loan 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Short Term Borrowing 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Viability Gap Funding 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Liabilities 4845 5262 5718 6193 6687 7202 7737 8295 8876 9482 10112 10769 11453 12165 12907
ASSETS
Fixed Assets
Gross Block 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042
Accumulated Depreciation 943 1011 1056 1101 1146 1191 1236 1281 1327 1372 1417 1462 1507 1552 1597
Net Block 2099 2031 1986 1941 1896 1851 1806 1760 1715 1670 1625 1580 1535 1490 1445
Preliminary and pre-operative expenses not 
written off 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Current Assets
Cash and Bank Balance 2746 3231 3732 4252 4792 5351 5932 6535 7161 7811 8487 9189 9918 10676 11463

Total Assets 4845 5262 5718 6193 6687 7202 7737 8295 8876 9482 10112 10769 11453 12165 12907

BALANCE SHEET
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(in lacs)
Financial Year ended Y31 Y32 Y33 Y34 Y35 Y36 Y37 Y38 Y39 Y40 Y41 Y42 Y43 Y44 Y45
LIABILITIES
Equity 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196 1196
Reserves & Surplus 12483 13286 14122 14991 15895 16834 17810 18823 19875 20967 22099 23272 24488 25747 27050
Term Loan 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Short Term Borrowing 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Viability Gap Funding 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Liabilities 13679 14482 15318 16187 17091 18030 19006 20019 21071 22163 23295 24468 25684 26943 28246
ASSETS
Fixed Assets
Gross Block 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042 3042
Accumulated Depreciation 1643 1688 1733 1778 1823 1868 1913 1959 2004 2049 2094 2139 2184 2229 2275
Net Block 1399 1354 1309 1264 1219 1174 1129 1083 1038 993 948 903 858 813 767
Preliminary and pre-operative expenses not 
written off 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Current Assets
Cash and Bank Balance 12280 13128 14009 14924 15872 16857 17878 18936 20033 21170 22347 23565 24826 26130 27479

Total Assets 13679 14482 15318 16187 17091 18030 19006 20019 21071 22163 23295 24468 25684 26943 28246

BALANCE SHEET

 

 

8.6.4 Loan Repayment Schedule 

Loan Repayment Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15
Opening Balance ( term loan) 1926 1766 1605 1445 1284 1124 963 803 642 482 321 161 0
Less: Repayment (term loan) 161 161 161 161 161 161 161 161 161 161 161 161 0
Closing Balance (term loan) 1766 1605 1445 1284 1124 963 803 642 482 321 161 0 0
Interest @ 12.5% 231 211 191 171 150 130 110 90 70 50 30 10 0
Total Interest 231 211 191 171 150 130 110 90 70 50 30 10 0  
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8.6.5 Cashflows  

 

Projected Cash Flow Statement Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15
Cash Inflow
PAT 63 94 125 158 191 239 274 309 345 362 339 365 386
Depreciation 67 67 67 67 67 67 67 67 67 67 67 67 67
Preliminary and Pre-operative Expenses 
Written Off 16 16 16 16 16
Increase in Equity 507 689
Increase in Loan 901 1026
Increase in Short Term Borrowing 14 0 0 0 0 0 0 0 0 0 0 0 0
Viability Gap Funding 0 0
Total Cash Inflow 1407 1715 161 177 208 241 274 306 341 377 413 429 406 432 453
Cash Outflow
Increase in Fixed Assets - Civil 1211 1130
Increase in Fixed Assets - Plant and 
Machinery 158 542
Preliminary Expenses 38 43
Loan Repayment 161 161 161 161 161 161 161 161 161 161 161 161 0
Repayment of Short Term Borrowing 0 14 0 0 0 0 0 0 0 0 0 0 0
Total Cash Outflow 1407 1715 161 174 161 161 161 161 161 161 161 161 161 161 0

Opening Balance 0 0 0 0 3 50 131 245 391 571 787 1039 1308 1553 1825
Net Cash Flow 0 0 0 3 48 81 114 146 180 216 252 269 245 272 453
Closing Balance 0 0 0 3 50 131 245 391 571 787 1039 1308 1553 1825 2278  
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Projected Cash Flow Statement Y16 Y17 Y18 Y19 Y20 Y21 Y22 Y23 Y24 Y25 Y26 Y27 Y28 Y29 Y30
Cash Inflow
PAT 401 417 457 475 494 514 536 558 581 605 631 657 684 712 742
Depreciation 67 67 45 45 45 45 45 45 45 45 45 45 45 45 45
Preliminary and Pre-operative Expenses 
Written Off
Increase in Equity
Increase in Loan
Increase in Short Term Borrowing 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Viability Gap Funding
Total Cash Inflow 468 484 502 520 539 560 581 603 626 650 676 702 729 757 787
Cash Outflow
Increase in Fixed Assets - Civil
Increase in Fixed Assets - Plant and 
Machinery
Preliminary Expenses
Loan Repayment 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Repayment of Short Term Borrowing 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Cash Outflow 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Opening Balance 2278 2746 3231 3732 4252 4792 5351 5932 6535 7161 7811 8487 9189 9918 10676
Net Cash Flow 468 484 502 520 539 560 581 603 626 650 676 702 729 757 787
Closing Balance 2746 3231 3732 4252 4792 5351 5932 6535 7161 7811 8487 9189 9918 10676 11463  
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Projected Cash Flow Statement Y31 Y32 Y33 Y34 Y35 Y36 Y37 Y38 Y39 Y40 Y41 Y42 Y43 Y44 Y45
Cash Inflow
PAT 772 803 836 869 904 939 976 1013 1052 1091 1132 1173 1216 1259 1303
Depreciation 45 45 45 45 45 45 45 45 45 45 45 45 45 45 45
Preliminary and Pre-operative Expenses 
Written Off
Increase in Equity
Increase in Loan
Increase in Short Term Borrowing 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Viability Gap Funding
Total Cash Inflow 817 848 881 914 949 984 1021 1058 1097 1137 1177 1219 1261 1304 1348
Cash Outflow
Increase in Fixed Assets - Civil
Increase in Fixed Assets - Plant and 
Machinery
Preliminary Expenses
Loan Repayment 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Repayment of Short Term Borrowing 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Cash Outflow 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Opening Balance 11463 12280 13128 14009 14924 15872 16857 17878 18936 20033 21170 22347 23565 24826 26130
Net Cash Flow 817 848 881 914 949 984 1021 1058 1097 1137 1177 1219 1261 1304 1348
Closing Balance 12280 13128 14009 14924 15872 16857 17878 18936 20033 21170 22347 23565 24826 26130 27479
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8.6.6 Valuations – NPV, PROJECT IRR, EQUITY IRR, DSCR 

Discount Rate 20Y 30Y 40Y 45Y TV
12.7% ₹ -240.23 ₹ 82.64 ₹ 224.88 ₹ 261.97 ₹ 336.94
14.6% ₹ -496.84 ₹ -284.14 ₹ -204.95 ₹ -186.93 ₹ -152.39
16.5% ₹ -697.56 ₹ -556.16 ₹ -511.55 ₹ -502.68 ₹ -486.57

11.26% 13.09% 13.62% 13.74% 14.08%
11.77% 14.39% 15.02% 15.14% 15.34%

NPV

Project IRR
Equity IRR  

The project is not viable upto Concession Period of 26 years at a discount rate of 
12.7% or more considering. This implies that Discounted Payback Period for the 
Project is 26 years. Terminal value of the project has been determined beyond 
estimation period considering WACC of 12.7% based on 12.5% cost of Debt and 
20% Cost of Equity (Expected Rate of Return). If the investors Expected Rate of 
Return is higher it is unlikely that the investor will invest in the project as evident 
from NPV values at Ke or Er of 25% and 30%.  

It is suggested that the project be considered for a Concession Period of 40-45 
years. If given for a Concession Period of 45 years the project could yield, for the 
Authority, around 47 lakhs per annum with an increase of 10% after every 3 years. 
At a Concession Period of 40 years the project could yield, for the Authority, 
around 40.75 lakhs per annum with an increase of 10% every 3 years.    

The Average DSCR is 1.54 while minimum DSCR is 0.96 which might result in 
issues in servicing debt in the initial years. However, if the Debt Equity ratio is 
reduced the DSCR improves. The investor can optimize the Debt Equity ratio 
depending on its comfort of servicing Debt.  

The Simple Payback Period is 12 years from COD or 14 years from Effective Date. 
The possible consideration to the Authority over 45 years period amounts to Rs. 
41.09 Crores whose NPV is approx. 9.26 Crore at Average SBI MCLR (7.15%). For 
40 years Concession Period the realization for the Authority is Rs. 28.70 Crores 
whose NPV is approx. 7.64 Crores. 
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9 SENSITIVITY ANALYSIS 

This section gives an indication of the project financial and indicators i.e. Project’s 
Internal Rate of Return (IRR), Equity IRR and Net Present Value (NPV) under 
different scenarios of Revenue and Expenses variations i.e. sensitivity of the Projects 
Financial Indicators to 5% and 10% variation in Revenue and Expenses. The findings 
are summarized below. 

Discount Rate 20Y 30Y 40Y 45Y TV
12.7% ₹ -402.19 ₹ -108.41 ₹ 19.50 ₹ 52.44 ₹ 118.75
14.6% ₹ -636.86 ₹ -443.30 ₹ -372.08 ₹ -356.07 ₹ -325.52
16.5% ₹ -819.67 ₹ -690.97 ₹ -650.84 ₹ -642.96 ₹ -628.71

10.25% 12.19% 12.79% 12.91% 13.32%
10.07% 13.00% 13.75% 13.90% 14.15%

DECREASE IN 
REVENUE BY 5%

NPV

Project IRR
Equity IRR  

At 5% reduction in revenues the impact is adverse on both Equity IRR and Project 
IRR. The Project is not viable at discount rate of 12.7% over 37 years Concession 
Period and for all concession periods at discount rate of more than 14%. The Project 
IRR and Equity IRR are also highly revenue sensitive. 

Discount Rate 20Y 30Y 40Y 45Y TV
12.7% ₹ -566.20 ₹ -301.52 ₹ -187.94 ₹ -159.15 ₹ -101.50
14.6% ₹ -778.76 ₹ -604.34 ₹ -541.08 ₹ -527.09 ₹ -500.53
16.5% ₹ -943.47 ₹ -827.48 ₹ -791.83 ₹ -784.94 ₹ -772.55

9.19% 11.26% 11.91% 12.06% 12.53%
8.32% 11.60% 12.47% 12.65% 12.96%

DECREASE IN 
REVENUE BY 10%

NPV

Project IRR
Equity IRR  

The project becomes unviable over the all tenures at discount rates of 12.7% and 
above when revenues decrease by 10%. There is visible negative impact on both 
Equity IRR as well as Project IRR. 

Discount Rate 20Y 30Y 40Y 45Y TV
12.7% ₹ -327.53 ₹ -22.23 ₹ 110.63 ₹ 144.80 ₹ 213.56
14.6% ₹ -572.08 ₹ -370.92 ₹ -296.95 ₹ -280.34 ₹ -248.66
16.5% ₹ -762.99 ₹ -629.24 ₹ -587.56 ₹ -579.39 ₹ -564.61

10.72% 12.60% 13.16% 13.28% 13.66%
10.85% 13.63% 14.32% 14.45% 14.68%

INCREASE IN 
OPERATING 

EXPENSES BY 5%

NPV

Project IRR
Equity IRR  

The project is highly sensitive to operational cost as well. At 5% increase in 
operational costs the Project IRR and Equity IRR decrease and the surplus that the 
project can generate reduces significantly.  
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Discount Rate 20Y 30Y 40Y 45Y TV
12.7% ₹ -415.39 ₹ -127.65 ₹ -4.19 ₹ 27.07 ₹ 89.62
14.6% ₹ -647.83 ₹ -458.22 ₹ -389.46 ₹ -374.27 ₹ -345.45
16.5% ₹ -828.89 ₹ -702.80 ₹ -664.04 ₹ -656.57 ₹ -643.12

10.16% 12.10% 12.69% 12.81% 13.23%
9.92% 12.86% 13.61% 13.76% 14.01%

INCREASE IN 
OPERATING 

EXPENSES BY 10%

NPV

Project IRR
Equity IRR  

The Equity IRR reduces with increase in Operating Expenses by 5% or more. At 10% 
increase in operating expenses the project is unviable upto 40 years considering 
12.7% discount rate and unable to generate surplus for payment to the Authority. 
Actually IRR would have significance only if NPV of Net Cash Flows are positive. In 
case the NPV of Net Cash Flows is negative the Project is financially not viable. 10% 
enhancement in operating expenses might impact the revenues adversely if 
corrective measures are not taken timely. 

Hence it is important to keep the expenses under control and the PPP investor 
assumes the marketing risk in case the revenues don’t meet the expectations. 
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10 RISK MANAGEMENT 

Risks are inherent in all PPP projects as in any other infrastructure projects. They 

arise due to uncertain future outcomes which may have direct effect on the 

provision of services by the project, and/or the commercial viability of the project. 

The risk allocation to parties in contract and the management of risks are, 

therefore, at the heart of a PPP design. This is also an important element in 

establishing the business case for a PPP project. 

The risk analysis, allocation and management involve the following activities: 

• Risk Appreciation 

• Risk Identification of all possible risks and assessing their likelihood; 

• Risk Assessment 

• Risk Analysis - Examining the likely effects of the risks in quantitative 

and qualitative terms; 

• Risk Elimination / Mitigation - Consideration of suitable mitigation 

measures that may be available; and 

• Allocation of risks to parties. 

10.1 Risks in PPP Projects 
Typically the main categories of risks associated with PPP projects include the 
following: 
 

• Construction and Completion Risks (delays in construction or cost 

overruns); 

• Technology risk (new and untried technology, whose performance 

cannot be checked against existing references);  

• Sponsor Risk (ability of private sponsor(s) to deliver the project);  

• Environmental Risk (environmental constraints in construction and 

operation);  

• Commercial Risk (lower demand and/or revenues than the ones 

projected);  
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• Operating Risk (inefficiency in operation leading to higher operating 

cost);  

• Financial Risks (change in interest and currency exchange rates, and 

tax laws); 

• Legal Risk (change in legal regime); 

• Regulatory Risk (change in regulatory regimes); 

• Political Risk (change in government policy or action that affects the 

business case of the project); and 

• Force Majeure (risks due to unpredictable natural and man-made 

events such as earthquake, flood, riots, war, civil commotion, etc.). 

10.2 Identification of Possible and Mitigation Measures 
The following risk matrix demonstrates the risks associated with the Project and 

suitable mitigation measures. These considerations need to be reflected in contract 

design and negotiation, and later on in designing a contract management process 

to address the risks during the construction and operation periods. 

Category of 
Risk 

Description & Likely 
Effect 

Mitigation Measures 

Construction 
& Completion 
Risk 

Numerous factors can 
lead to delays in 
completion. 

Effective clauses in the 
Concession Agreement and 
ensuring timely clearances and 
handing over of sites are some 
ways of mitigating this risk. 

Demand Risk These risk arise from 
the project if there is 
no established 
demand for the 
Project. 

Feasibility Study has been carried 
out to assess the viability of the 
project based on the demand for 
the revenue generating 
components for the project. Thus 
partial risks are eliminated on the 
basis of the results & findings of 
the Feasibility study. 

Commercial 
Risk / 

These risks arise from 
existing and future 

With the involvement of Private 
Sector in marketing, O&M and 
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Revenue Risk competition, 
effectiveness in 
utilizing space and 
management of 
facilities. 

management and Attractive 
incentives structures linked with 
Project success, risk would be 
transferred to the PSP. 

Financial Risks Changes in tax law or 
policy that have 
negative effect on the 
private party, its 
assets or project 

Sensitivity analysis has been 
conducted in the Preliminary 
Feasibility Study to test the 
robustness of financial return. 
However if such effects are 
discriminatory, then Contractual 
provisions can be made for 
devising appropriate mechanism 
to provide compensation. 

Political Risk Change in law, 
expropriation, 
revocation of licenses, 
permits etc, civil 
disturbance, war, 
non-default 
termination of 
contract. 

These can be mitigated by 
effective legal documentation and 
insurance. 

Force Majeure 
Natural 
Events 

Flood, earthquake, 
cyclone 
etc; closure of 
operation and 
negative effects on 
assets and project 

Contractual provision to 
withstand effect of such periods. 
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11 PROJECT STRUCTURING 

Structuring and packaging a PPP project is one of the most important aspects for 
success of the project. Over the past few years it has been clearly observed that 
poorly structured projects have failed on account of various reasons for which 
they could either not take-off or were abandoned intermittently by either party to 
the contract or are in arbitration and disputes between the Concessionaire and 
Concessioning Authority.  

11.1 Structuring Options 
• Upfront Payment only – This is the option where the PSP gives an upfront 

amount in consideration for the lease/concession/outright sale right / 
operating rights and is one of the popular mechanisms. However with 
changing financial dynamics and market scenario this model is posing serious 
limitations to the success of projects.  

• A combination of Upfront and Recurring – This mechanism is used mainly 
in the lease type model of land development projects or O&M contracts, 
where a recurring source of revenue is available to the Concessionaire. The 
Concessionaire gives an upfront amount to the Concessioning Authority and 
follows it with either Quarterly /Annually Recurring Payment. In such 
option, the upfront amount is generally decided upfront by the Concessioning 
Authority and the recurring payment is the bid variable. There may be an 
inbuilt provision for annual escalation in the recurring payment to take care 
of the inflation or upside.  

• A combination of Upfront, Recurring and fixed Revenue Share - This 
mechanism is also used mainly in the lease type model of land development 
projects or PPP O&M contracts, where a recurring source of revenue is 
available to the Concessionaire. The concessionaire gives an upfront amount 
to the Concessioning Authority and follows it with either Quarterly / 
Annually Recurring Payment. In addition to this the concessionaire also 
shares a fixed percentage of the revenue with the Authority. This prototype 
model was used as early as five decades back for initial seven super discount 
malls of Wal Mart in USA. However, it has been seen in many cases that due 
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to administrative and audit hassles involved, a very small percentage of 
revenue sharing is not worth the pain. 

• Upfront Premium, Annual Concession Fee (ACF) or Revenue Share: This 

structure involves payment of a fixed upfront premium. Annual Concession 

Fees is kept as bid variable with annual escalation. Revenue share is fixed as a 

certain percentage depending on projects financial feasibility. The 

Concessionaire is required to pay the fixed upfront premium to the Authority 

and higher of the percentage revenue or quoted ACF applicable to the year 

under consideration. This structure ensures that in case of high financial gains 

from the project the Authority is not deprived of the benefits. 

• Annuity Payment - This structure is frequently used for road projects. This is 
generally used in the projects, where government body is required to make 
annual payments to the concessionaire in exchange for creation of 
infrastructure and operations and management of the facility. The decision on 
accrual of user charges, if any, is with the authority, i.e., the income for the 
concessionaire can be either user charges + annuity payments or only annuity 
payments with user charges flowing to the Authority. 

• EPC and O&M Agreement - This structure is used, where Government body 
is willing to do the required capital investment and also willing to keep the 
higher degree of control over construction and development quality. There 
are many possible payment modes like upfront, recurring or revenue share 
for such structure. 

• Grant - Grant is provided in the PPP projects, which are not viable on their 
own. The projects having grant structure may have grant amount as bid 
variable or it may be clubbed with other recurring receivable. 

11.2 Indicative Project Structure 

Based on the financial analysis carried out for proposed project, the probable and 
realistic receivables from the project are identified for the Concessionaire and the 
Concessioning Authority and a suitable project structure is suggested to 
implement the project on PPP. 
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11.2.1 Proposed Operational Framework 

Concession Period  40-45 years 

Bid Variable Annual Concession Fee with escalation of 10% after 
every 3 years  

Moratorium on ACF 24 months from COD 
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