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PORT QASIM AUTHORITY
(PLANNING AND DEVELOPMENT DEPARTMENT)

Dated: 6th February, 2013.

SUBJECT: DEVELOPMENT OF BUNDAL & BUDDO ISLANDS.
-- Evaluation of Financial / Technical Proposals.

1. A meeting was held in the Conference Room head office building on 6t
February, 2013 chaired by Director General (P&D) and attended by PQA in-
house committee & M/s BMA-Osmani JV in Association with Aglaal
Advocates, to evaluate and discuss the financial proposals of M/s. Bahria
Town (Pvt.) Ltd., and M/s. Burj Capital for subject project as per list
enclosed. (Annexure-A)

2. M/s. BMA-Osmani JV in Association with Aqlaal Advocates, explained
various aspects of financial proposals to the Committee based on two stage-
two envelope procedure in detail.

3. The technical evaluation (Annexure-B) where:

(i) M/s Bahria Town obtained technical score St = 70.7out of total Score

of100
(iijM/s Burj Capital obtained technical score St = 76.3 out of total Score of
100 :

4. The scores of M/s Bahria Town & M/s Burj Capital as per evaluation of

financial proposal are as under:
(i) M/s Bahria Town obtained Sf = 63.32 points out of total score of 100.
(ii) M/s Burj Capital obtained Sf = 25.58 points out of total score of 100.
S. Composite score formula indicated in the RFP is as under:

S=St x T% + Sf x P%

Where:
T=60%
F=40%
6. Composite score of the bidders according to above mentioned formula is as
under:

a) M/s Bahria Town scored 67.75 points out of total score of 100 points.

b) M/s Burj Capital scored 56.01 points out of total score of 100 points.

7. It was observed thatl h\ bidders have not mentioned any value against para
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Recommendations:

NeCO A

The Committee recommended as under:

M/s Bahria Town secured highest scoring hence the LOI may be issued to
M/s Bahria Town subject to the condition that payments to consultant as
referred in para 9 & 10 of the evaluation summary of financial proposals (by
M/s. BMA-Osmani JV in Association with Aqlaal Advocates) are
committed by M/s Bahria Town. In case if Bahria Town not agrees then the
LOI may be issued to ond scoring M/s Burj Capital & Damac on their

proposal.
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samrTAS in Association with:
AQLAAL
Advocates
Ref. # PQA/BMA-OCL-AQL-2013/2/06/L-01 February 6, 2013

Director General (P&D)

Port Qasim Authority (PQA)

2™ Floor, Administration Block
Head Office Building, Bin Qasim,
Karachi-75020

SUBIECT: Submission of Financial Proposal Evaluation Report for the Development of
Diamond Bar Island City

PQA/PRD/Dev/03/W.F/2012 dated 4™ February 2013 and the letter requesting the evaluation of
financial proposals received from bidders. Further to the evaluation conducted by the PQA in-house
Commitiee, enclosed herewith is the Financial Proposal Evaluation Report.

The submission and application of the financial evaluation report is subject to the following

guideiines:

i, Settiement of all outstanding invoices payable to the Consultants, i.e. the BMA-Osmani JV in
association with AQLAAL Advocates

i, in the event PQA intends to select Bahria Town (Pvt.) Ltd as the successful bidder for the
Project, Bahria Town (Pvt.) Ltd should be obligated to submit a detailed financial model
adequately representing cash flow forecasts over the life of the project and ensuring that
aroposed payments to PQA as well as its proposed equity commitments are adequately
reflected in the financial model. Further the bidder should confirm in writing that ali the Terms

& Conditions of the RFP are acceptable to it and any qualifications and assumptions meantioned

its p oposal would be withdrawn. Further in the event of any conflict between the terms of
the bidders’ proposal and the RFP, the REP should prevail. This could be achieved through &
device of provisional/conditional Letter of intent, where the bidder shall confirm all proposed
payments to PQA and withdraw any and all assumptions/qualifications mentioned in its
proposal. Subsequent to Bahria Town (Pvt.) Ltd’s acceptance of the provisionai/conditional LOI

a formai LOI may be issued.

Sincerely yours,

— Osmani& Co - AQLAAL

BMA Capital Management Lid. vu L w2 Osmani& Company >vt. tid. Tsm icuse AQLAAL Advocates i 0l Street 80 G-/

245/ -K, thC Pl Z,‘

cfa@bmacapital com | o:i—khl(“osmani.com by

This is with reference to the Notice of Meeting received, vide your letter No.
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2.1 PERUSAL OF BAHRIA TOWN (PVT.} LTD’S FINANCIAL PROPOSAL

Revenue sharing 5.01% ‘ PKR 4,362,689mn PKR 218,571mn

1. Revenue sharing:
The Committee was notified that in response to this parameter, Bahria Town (Pvt.) Ltd had proposed

oive of The slabs Within the avaluation criteria. The Committee concluded that for the sake of prudence -
iowest value within the slab shouid be considered for the sake of evaluation; this was also corroborated
by Bahria Town {Pvt.) Ltd’s entry in the annexures to the proposal as well as in text below the response.

Eor the sake of completeness, it should be noted that, notional revenue share evaluates to PKR
218.57bn over 13 years of the project’s life cycle, hoviever evaluation and scoring of the parameter is
based on the percentage revenue share proposed by the bidder. Tne criteria is defined in this manner,
because it is deemed imprudent to rely on bidders’ revenue forecasts, however a fixed percentage
compels the bidder to share a given proportion of revenue over the Project’s lifecycle. The Committee
was also notified of qualification/assumption pertaining to the parameter. (Please refer to section 2.2
for Committee’s discussion)

Bahria’s Commitment “Totalland valué™ - |
(%) - gstimated by Bahria |

Parameter "

Lease rentals 2.01% for 99 years PKR 4,800mn PKR 96.48 per annum

2. Lease rentals: The Commitiee acknowledged Bahria Town (Pvt.} Ltd's proposal of 2.01% as it was
identified in its proposal as well as the annexures attached to the financial proposal. For the sake of
o completeness, the bidders were requested to provide an estimate of the value of land as part of their
' bids. Based on the said estimate, the computed notional amount of lease rental is PKR $6.48mn per
annum. However, it was observed during the Meeting that actual land vaiue shall be determined
through valuation undertaken under the terms of the RFP. Further, the estimated value of land
nrovided by the bidder and the resultant notional annual rental {presented in the table above) is
provided for the sake of completeness only; evaluation is rather based on percentage of land value
committed by bidder as annua! lease rental payments.

o - AN
::"once\j ion awar 20.01% PKR 4,800mn PKR 560.48mn

3. Concession award money: The Committee was explained that in one section in the body of the
nroposal where the bidder had reproduced the evaluation criteria, it had proposed a Concession Award
fee (“CAF”) of 20.01%. However in the annexure to the proposal, the bidder had proposed a CAF of

20.1%. Conseguently the Committee decided that consistent with the evajuation approach employed
for revenue sharing parameter, the lower of the two numbers should be considered for the sake of
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evaluation. The Committee was also notified of an assumption pertaining to the parameter. (Please
refer to section 2.2 for Committee’s discussion). However, for the sake of evaluation, the said
assumption is not a major one, as it agrees to a market survey to determine value of Land, which is in
accordance to the Terms & Conditions of the RFP, but adds that the bidder and PQA will have to
mutually agree to the valuation. The estimated vaiue of land provided by the bidder and the resultant
notional amount to PQA is presented in table above for the sake of completeness only; evaluation is
rather based on percentage of fand value committed by bidder as Concession Award Money.

. Other variable(s) increasing return to PQA - [NPV of other variable income /Value of Land]: The

nidder did not propose any other variables.

. Quality of the financial model: The Committee was notified that Bahria Town {Pvt.}) Lid had not

provided adequate rationale for its financial projections. It was highlighted during the Meeting that
revenue in the bidder’s financial model were growing at an average of 103% and cumulative net cash
flows growing at.as-average of-83% -over-the.period of 2016-2024. The Commitiee felt that a..
comprehensive financial mode!, incorporating maximum details and assumptions underlying its
forecasts, should be sought from Bahria Town (Pvt.) Ltd if it is declared the highest overall evaluated
bidder (based on composite score of the technical and financial proposals). The said model should
include the proposed equity injections and the methodology for deriving the returns {particularly gross
revenue and other income) to PQA in line with conventional accounting/finance concepts.

Bidders project Co5ts Refer to note below

&=

e

Bidders’ project costs [NPV of project costs]: The Committee was apprised of the fact that Bahria Town
{Pvt.) Ltd had presented PKR 4.36 trillion as project costs in the financial proposal. Further examination
however revealed that the total projected revenue also totaled PKR 4.36 trillion. it was explained to the
Committee that Annexures 2-5 of Bahria Town {Pvt.) Ltd’s however made it abundantly clear that actual
costs for the project were PKR 3.3 trillion. The former evaluated at & cost of equity of 16.98% presented
in Annexure H of the RFP, vields“an estimated NPV of around PKR 1,187.7 billion. While the latter
evaluates to PKR 1.03 trillion in NPV terms. Hence both benchmarks surpass the requirements.

Bidders aquity commitment

immediate {0 - 2 years) PKR 1.51bn-2.00bn PKR 1.51bn
Short term (3 - 7 years) ~ PKR 11.01bn-14.00bn PKR 11.01bn
Balance (8 years onward) PKR >70.31bn PKR 70.31bn
7. Bidder’s equity cam:mﬁtment INPV of equity contribution}: The Committee noted that Bahria Town

'PORT QASIM AUTHORITY | MINISTRY.OF PORTS & SHIPPING |

range were ailocated on a pro-rata basis, the Committee applied the prudent approach again to
consider the lower end of the range provided by Banria as the equity commitment proposed by the
bidder.

(Pvt.) Ltd had proposed ranges in each category. Given that marks allotted within each progressive
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Gverview of the Evaluation Process

As the Committee ascertained that Bahria Town (Pvt.) Ltd had stipulated a revenue share of 5.01%, it was
conciuded by the Committee that Bahria Town {Pvt) Lid’s revenue sharing proposal should be awarded
17 .53 marks aut of 30 for the category, pro-rated based on scoring slabs identified in the evaluation criteria.
However, it was noted by the Committee that the developer nad not shared adeguate rationale driving its
cevenue projections. The Committee was told that the cash fiows provided by the hidder for the project’s
iife cycle were for 13 years. The Committee felt that the emphasis of the evaluation and consequent scoring
should be based on Bahria Town (Pvt) Ltd’s commitment to disburse returns to PQA from the project
rakings. This was determined after deliberation by +he Committee which was of the opinion that, as actua!
project revenues may materially differ from those presented in the bidder's forecasts, thus weight should be
given to the sharing percentages proposed by the bidder. Given Bahria Town (Pvt.) Lid’s proposal of 2.01%
(of Project land yaiue} as annual lease rental payments to POA, the Committee awarded 8.04 marks out of a
total of 15.00 marks for this category, on a pro-rated basis, under the evaluation criteria. With regards 1o
coneession-award fee,-the-Commiltee determined that Bahria Town (Pt} Ltd’s proposal.af 20.01% as
concession award monay warranted 12.5 marks for the category. As the bidder did not to propose any cther
variable that would increase the returns to PQA, the Committee awarded no marks to Bahria Town (Pvt.) Ltd
under this parameter. The Committee concluded, for the quality of financial model category, Bahria Town
(Pvt) Ltd’s financial proposal merited only ©.25 marks out of 5 for the category. FOf the Project cost
estimate parameier, as hoth the amount in the body of the progosal as well as the amount in the Annexure
yielded NPVs in excess of the highest slab for the criteria, the Commitiee decided to award Bahria Town
{Pvt) Lzd 15 marks for the parameter. With regards to equity commitments by the bidder, the Committee
was toid that the same were not adequately hacked by the financial model submitted by Bahria Town (Pvi.)
itd. However, the Committee felt that credit had to be given since the developer had committed to equity
injections as required by the scoring criteria, in at jeast two different instances within the financial proposal.
Lack of eguity contribution in the financial model provided by Bahria was deemed, by the Committee, as an
indicator of exiguous financiai modeling skills, where the bidder had received a low score. Consequently, the
committee decided to give Bahria Town (Pvt.) Ltd 15 marks for the parameter. The Committee was apprised
of tne quaiiﬂcations/assumptions in Bahria Town (Pvt.) Ltd’s financial proposal in the proposal body and the
cover ietter. After extensive deliberations the Committee decided that these may be resolved by either
seeking clarifications from the bidder or in the event that Bahria Town {pvt.) Ltd is the highest ranked
vidder, the bidder shall confirm all proposed payments to PQA and withdraw any and all
assumptions/qualifications mentioned in its proposal, through the device of a provésional/conditionai Letter
Of Intent. Subsequent to Bahria Town (Pvt.) Ltd’s acceptance of the provisior*.a'&/conditionai LO!, a formal LO!
may be issued. Either of the options would enable PQA to confirm Bahtia Town {(Pvt.) Lad’s commitment 1o
pay PQA and the withdrawal of any such quaiiﬁcatéons/assumptions. The Committee deemed these:
requirements critical for ensuring that PQA’s interests are safeguarded and commitment of proposed retur?
t0 PQA are confirmed. The Committee was aiso informed that the return to PQA proposed by the bidde.r,
without the gualifications of assumptions, was above the draft indicative minimum benchmark rate of
return. Based on the scoring computed above Bahria Town {Pvt.) Ltd secured a total financial proposal s.core
of 63.32 out of a total of 100 marks.
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