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Chapter - 21

IMPLEMENTATION STRATEGY

21.1 INTRODUCTION

Nagpur city is having huge number of two wheelers and modal split towards
public transport is very low. An effective public transport mode in the form of
metro is expected to provide a fast, reliable, convenient and economical mode of
transport to the Nagpur citizens and also the public commuting to Nagpur. It will
also help in growth of the city and area as well. To ensure that the project is
implemented on priority basis to, the project has to go through fast and a visible
positive support from Nagpur Improvement Trust (NIT), GoM and Gol. Hence, a
carefully drawn up implementation strategy is necessary for ensuring efficient
execution of the metro project.

21.2 INSTITUTIONAL ARRANGEMENT
To enable Nagpur metro project to be implemented without any loss of time and
cost over-run, effective institutional arrangements would need to be set up.
Presently, Nagpur Improvement Trust (NIT) is dealing with this Project but there
is need to have an SPV responsible entirely for this project..

21.2.1 Special Purpose Vehicle

This SPV should be on the same lines as DMRC and may be named as ‘Nagpur
Metro Rail Corporation Ltd.” (NMRC). Equity of NMRC will be contributed by GoM
and Gol thus the Directors on its Board will be nominees of Government of
Maharashtra and Government of India. In order to avoid delays usually
associated with bureaucratic process of decision making, the Board of Directors
(BOD) of NMRC should be vested with full powers needed to implement the
project. The BOD, in turn, should delegate adequate powers to the Managing
Director to take all decisions in day to day matters. The Managing Director
should be a technocrat of proven record and impeccable integrity. A railway
background would be an added advantage. A metro background would be most
desirable.
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21.2.2 Implementation models
Once the SPV is created, there are different models which can be adopted for
implementing the Nagpur metro project. Three models have been analyzed
below.

a) Implementation through Government

Under this model, the entire project development, implementation and operation
is undertaken and financed by the government authority. Some recent examples
of metro rail projects implemented directly through Government agencies are as

under.
e Delhi
e Bangalore
e Chennai
e Jaipur
e Kolkata

b) Implementation through BOT model

BOT approach assumes that the metro is given to a private partner
(Concessionaire) to develop and operate over the concession period. The private
partner brings requisite funds and the efficiency of private sector management in
the implementation as well as operation of the project. NMRC's role in this option
is limited to that of a regulatory authority. Thus NMRC would monitor the
implementation of the project such as laying down the passengers fares, targets
for the minimum number of services to be run by the private partner, frequency,
punctuality and reliability of these services, etc. There cannot be any
compromise on this and penalties for not achieving these targets will be spelt out
in advance. The private partner would assume substantial financial, technical and
operational risk in the project and upon expiration of the concession period hand
back the project to the government. There are only two projects namely
Hyderabad and Mumbai being implemented through BOT model. The success of
this model in India is still to be known.

c) Implementation through PPP model

It has been experienced that developing metro rail projects through PPP is a
slow and time consuming process. Transferring ROW clearance, utility diversions
and other site related encumbrance responsibilities to the private sector results in
higher time runs. As a result, a new hybrid model has been tried in which the site
development and civil construction work is managed by the government agency
while the operations and management is done by the private sector.
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Under this mode, the government entity undertakes all civil works and the
associated station work, while all other works like rolling stock, signaling and
telecom, track laying work are undertaken by the private partner along with
management of the metro service over the concession period. This enables the
client to monitor and adhere to quality and construction timelines for the project in
a better way. Implementation of airport express line in Delhi is the only example
of this model in India.

21.3 PROPOSED IMPLEMENTATION MODEL

Due to very low FIRR and uncertainties of getting the agencies for taking up this
work on BOT/PPP model, it is proposed that implementation of Nagpur Metro
should be done on DMRC/BMRC model.

21.4 ORGANIZATION SET-UP OF NMRC

The organizational set-up of NMRC should be such that it can undertake the
execution of Metro project in efficient and effective manner. A suggestive
organization structure considering various stages of implementation for Nagpur
Metro Rail is as under.

[ Managing Director j

N
Director Finance D|rector il Director Electrical Director S&T, RS Durector
Pro;ect Operations
[ GM Finance ] [ GM Civil ] [ GM Electrical j [ GM S&T, RS J L GM Operations j
[ FA&CAO ] [ Civil Engineer J { Electrical Engineer J L Mechamcal J [ (SIS Es j
Englneer Manager
Assfs%ant
A/C Officer Assistant CE Assistant CE Assistant ME Operating

Figure 21.1: Proposed NMRC Organization Structure

Note: This Organization Structure would be assisted by support staff during all
phases of the project.

Therefore, NMRC should be a lean but effective organization with full mandate
and total power — with accountability and responsibility — free from political and
bureaucratic control. NMRC management should comprise of Managing Director
with full executive powers and functional directors who would be initiated into the
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organization during various phases of the system. All Functional Directors will be
full time members of the Management Board. The Directors will be assisted by
Heads of Departments in each of the major disciplines and they in turn will be
assisted by the requisite support staff.

Implementing a metro project in a congested metropolis is indeed a challenge. In
sheer size, magnitude and technical complexity there are few parallels to metro
projects. Further, these projects are to be carried out in difficult urban
environment without disturbing city life, while at the same time preserving the
environment. The project involves integration of a number of complex technical
systems. Some of the technologies used in these systems are new to the
country.

Since NMRC may not have the required expertise and experienced manpower to
check and monitor the private partner’'s work, it may be necessary to engage
General Consultants from the very start of the metro project, who will do this job
on behalf of NMRC. Generally Consultants fee is about 3-4% of the project cost.
For any expert opinion on the technically difficult matters, NMRC may also need
Prime Consultants whose fee is about 0.5 — 1% of project cost.

HIGH POWER COMMITTEE

During the implementation of the project, issues with regard to acquisition of
land, diversion of utilities, shifting of structures falling on the project alignment
etc. are likely to arise. For expeditious resolution of these problems, an
institutional mechanism needs to be set up at the State Government level.
Towards this end, it is recommended that a High Power Committee under the
chairmanship of Chief Secretary, Govt. of Maharashtra should be set up. Other
members of this Committee should be Secretaries of the concerned Departments
of the State Government who will be connected in one way or the other with the
implementation of the project. This Committee should meet once a month or
more frequently if required and sort out all problems brought before it by NMRC.

LEGAL COVER FOR NAGPUR METRO RAIL PROJECT

Government of India has passed Legislation as “The Metro Railways
(Amendment) Act 2009” for implementation of metro rail in any metropolitan area
and NCR. Copy of the Act is attached as Annexure. The implementation of metro
in Nagpur urban complex may be taken up under the cover of above Act.
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21.7 CONCESSIONS FROM GOVERNMENT

Metro rail projects require heavy capital outlay. Loans have to be taken to fund a
part of the capital cost of the project. These projects yield low financial internal
rate of return though their economic internal rate of return is very high. With
reasonable fare level, servicing of these loans often pose problems. Therefore, to
make the project financially viable, the fares will have to be substantially
increased, but this will result in their reaching socially un-acceptable levels. This
will result in the ridership coming down significantly, as it is sensitive to increase
in the fare levels. Thus the very objective of constructing the metro rail system to
provide an affordable mode of mass travel for public is defeated. It, therefore,
becomes necessary to keep the initial capital cost of a metro project as low as
possible so that the fare level of the metro system can be kept at reasonable
level.

Taxes and duties constitute about 16 — 18% of a metro rail projects capital cost.
Following are the taxes and duties, which have to be borne by a metro project:

> Custom Duty on all imported rolling stock and other equipment needed for the
project.

> Excise Duty on all indigenously manufactured rolling stock and other
indigenously finished goods required for the project.

> Sales Tax on all purchases made for implementation of the project whether
directly by the project implementation authority or by the contractors
executing the project.

> Sales Tax on works contracts to be executed for the implementation of the -
project.

> Tax on electricity required for operation and maintenance of the metro
system.

It is recommended that Gol to pay the Central taxes to the extent of 50% in the

form of Subordinate debt as being agreed for the metro projects being
sanctioned by Gol and 50% of taxes to be borne by State Government.
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Annexure - Metro Rail (Amendment Act) 2009
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MINISTRY OF LAW AND JUSTICE
- (Legislative Department)
New Delhi, the 271h A ugust, 2009/Bhadra 5, 193 | (Saka)

The following Act of Parliament received the assent of the President on the
26th August, 2009, and is hereby published for general information:—

THE METRO RAILWAYS (AMENDMENT) ACT, 2009
3 No. 34 or 2009
12671 August, 2009.]

AnAct further to amend the Metro Railways (Construction of Works)
Act, 1978 and to amend the Delhi Metro Railway (Operation
and Maintenance) Act, 2002.

Be it enacted by Parliament in the Sixtieth Year of the Republic of India as

follows:—
CHAITER |
PRELIMINAR ¥
1. (1) This Act may be called the Metro Railways (Amendment) Act, 2009, Shont title and
(2) ltshall come into foree on such date as the Central Governiment may, by notification ﬁ:::::“cm =

in the Official Gazete, appoint
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2 __ THE GAZETTE OF INDIA EXTRAORDINARY [ParrI1—
——_‘-—-‘—-—-——_*___ﬁ__ﬂ_-___‘-——-—______‘_-____

CHAPTER 1
AMENDMENT 10 THE METRO RArLwAYS (ConsTRUCTION OF Wom:s)Acr, 1978
Amcndment of 2. In the Metro Rai‘lwz_iys (Constructioq of Works)Act, 1978 (hereafter in this Chapter
section 1. referred to as the Metro Railways Act), in section 1, in sub-scclion,(.?), for the portion

beginning with the words “such other metropolitan city” and ending with the words “to that
city accordingly™, the following shiall be substituted, namely:— § '

“the National_Capital Region, such gther metropolitan city and metropolitan
area, after consultation with the State GOchmcn!. and with effect from such date as
may be specified in that notification and thereupon the Provisions of this Act shall
apply to the National Capital Region, such metropolitan city or metropolitan area

accordingly.”. : .
Substitution of 3. Inthe Metro Raj Iways Act, for the words “metropolitan city” occurring in clause ()
words of sub-section (/) of section 2, clause (c) of sub-section (7) of section 4 and clause (a) of

Netedine b-section (/) ofsection 32, the words “metropolitan city, metropolitan area and the National

city” by words £} ML =
“metropolitan  Capital Region™ shall be substituted,

Cily,
metropolitan
area and
National
Capital
Region*
Ameadment of 4. In section 2 of the Metro Railways Act, in sub-section (1), —
section 2, i
(1) after clause (4), the following clause shall be nserted, namely:—
(ha) “metropolitan area” shall have the meaning assigned to it in clause (c)
ofarticle 243P of the Constitution;"; :
(i1} after clause (o), the following clause shall be inserted, namely:—
'(0a) “National Capital Region" means the National Capital Region as
defined in clayse (/) of section 2 of the National Capital Region Planning Board
Act, 1985,
CHAI'TER 111
AMENDMENT T T1iE DeLit Metro Raitway (OreraTION AND MainTenANCE) AcT, 2002
Substitution of . g, Throughout the Delhi Metro Railway (Operation and Mainlenance) Act, 2002

references 1o (hereafter in this Chapter referreq to as the Delhi Metro Railway Act), for the words
T elcopalitin “metropolitan city of Delhi* wherever they oceur, the words “the National Capital Region,

ity of Delhi~ ; ; v
by references Melropolitan ety and metropolitan area” shall he substituted.

o "Natinnal
Capual Region

and any ather

e trapolan

ArTea”

Amendment of 6. In section | of the Delhi Metrg Railway Act, for sub-sections (/) and (2), the

seetn | IhHmvum sub-sections shall be substituted, namely: —

L) This Act may be called he Metro Railways (Operation and Mailllcnallu_‘}

Act. 2002

(2) Wextends in (e first instance (o 1he National Capital Region and the Central
Gavernment hay, by notification, afle consultation with the State Government, exted
this Act e sueh ather metropalitan area i metropolitan ¢y, cxcept the metrapalitan

33 of 1973,

N

2 of 1985

60 of 2002
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city of Calcutta, and with effect from such date as may be specified in that notification.
and thereupon the provisions of this Act shall apply to that metropolitan area or
metropolitan city accordingly,”, -

7. In section 2 of the Dethi Metro R,ail'wayi;\ct, in sub-section (/),— Amendment of
section 2.

(4) for clause (a), the fol lowing clauses-shall be substituted, namely:—

‘(a) “Central Govemment”, in relation 1o technica| planning and safety of
metro railways, means the Ministry of the Government of Indja dealing with

(aa) “Claims Commissioner” means a Claims Commissioner appointed
under section 48;’;

(if) for clause (#4), the following clauses shall be substituted, namely:—

: ‘) “metropolitan area™ shall have the meaning assigned to it in clause ()
ofarticle 243P of the Constitution;
. (ha) “metropolitan city” means the metropolitan city ol Bombay, Calcutta,
Delhi or Madras;’;
(:‘:‘rj after clause (k), the following clause shal] be inserted, namely:—
: ‘(ka) “National Capital Region™ means the National Capital Region as
defined in clause () of section 2 of the National Capital Region Planning Board
2 of 198s. Act, 1985, ; :
8. In section 6 of the Delhi Metro Railway Act, in sub-section (2), after clause (), the
following clauses shall be inserted, namely:—

Amct}dmcnt of
section 6,

“(ba) develop any metro railway land for commercial use:
(44) provide for carriage of basscngcrs by integrated transport services or any
other mode of transport;”. :

9. Section 7 of the Delhi Metro Railway Act shall be renumbered as sub-section
thereofand afler sub-section (/) as so renumbered, the fol lowing sub-section shall be insert

namely:—

(/) Amendment of
od  section 7.

“(2) The Commissioner shall function under‘mc-administrativc control of the
Chief Commissioner of Railway Safety appointed under section 5 of the Railways

24 of 1989 Act, 1989,
10. For section 12 of the Delhi Meiro Railway Act, the following section shall be  Substitution of
substituted, namely:— new section for

scction 12

“12. The Chiel Commissioner of Railway Safety shall, for each financial year, Annual report

prepare in sich form, and within such time, as S

immcdiélcly preceding the financial year in which such reportis prepared and forward

copies thereof to (he Central Governmeni ™.
LL In section 13 of the Delhi Metra Railway Act, tor the word
words “Chief Commissioner of Railway Safety™ shall be substituted.

ay Act, in sub-section (7). for the words  Amendment o
Sechion 23

"Commi%i(mcr", the  Amendment of
section |3

2. In section 23 of the Delhi Metro Railw.
“IMindi and English™, the words “Hindj, English and official language ol the State in which

suclh station is located” shall be substituted.

Anendincnt o

I3 In section 26 of the Delhi Metro Railway Act, in subssection (1), the words a
Seltion 24

small™ shall be omited.

14, In section 34 of the Delhi Metro Rinlway Act, for subi-section (4), the [h!hm-mp Amendment o
SeCtion iy

sub-section shall he substituted, namely;- -

ECT NOV 2013 -
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%
%

“(4) The Central Government and the State Governaent shall nominate one
member each to the Fare Fixation Commitige:™ e ste o

Govemmcng of India or holds or has held an equivalent postin the Central Government
or the State Government shall be qualified to'be nominated as a member.™,

Amendment of 15. In section 38 of the Delhi Mcfro Railway Act, in sub-section (2), for the words
-section 38, “Government of the National Capital Territory of Delhi”, the words "State Government” shall
be substituted.
Amecadment of 16. In section 85 of the Delhi Metro Railway Act,—
scction 85, I i
(4) in sub-section (/), for the words "Government of the National Capital Territory
of Delhi”, the words “State Government” shall be substiti:lted;

(i1} in sub-section (2), for the gvé)rds “Government of the National Capital Temitory
of Delhi in the Delhi Gazette”, the words “State Government” shall be substituted.

T.K. VISWANATHAN,
Secretary to the Govt. of India.

PEINTEAY Y THE GENERAL MANALG] e GEONT OF INDIA PRESS, MINTE ROAD, NEW DELHT
AL PHIRLISHED BY THE CONPIOILER o 1Rl ICATIONS, DELII, 2009

GMGIPMIRND — IBAZGHSH)—2R-R. 2009
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