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CIRCULAR

Subject: Cost Norms in respect of National Highway Projects to be implemented on Hybrid
Annuity Mode.

For National Highway Projects to be implementedon HybridAnnuityMode, assessmentof

various centagestaken for calculating the EstimatedProject Cost is essential. This circular seeks to

clarify the methodof arriving at the EstimatedProjectCost for appraisalpurposes.

2. The Estimated Project Cost for Hybrid Annuity Projects shall include escalation (for the

time between project preparation and appointed date), contingencies, IClPre-operativeexpenses,

financing charges and interest during constructionover and above the Civil Cost. For example, a

Project with Civil Cost of Rs 100 Crores will include the following components in the Estimated

Project Cost:

Sl. Items Amount
(Rs, in crore)

I. Base Civil Cost at the time of project preparation 100.00

JJ Escalation @ 50/0 (Considering I year time between project preparation and 5.00
appointed date)

In. Contingencies @ 1% of Civil Cost (I+Il) 1.05

IV. Total EPC Cost (J+Il+IlJ) 106.05

V. IClPre-operative expenses @ 1% of Total EPC Cost (IV) 1.060

VI Financing Charges @2%ofdebt amount upto EPC Cost ofRs 500 crore, 0.730
@1.5% for EPC more than Rs 500 crore and less than Rs 1000 erore,
@I% for EPC cost more than Rs 1000 crore

VIl Interest During Construction @ 11.7% per annum on Debt- 7.44

Vlll Centages over EPC cost (V+VJ+VlD 9.23

IX Estimated Project Cost (lV+VIIJ) 115.28 say 115 (1.15 times
base civil cost at the time of

project preparation)

* Assuming construction period of 2.5 yrs and debt borrowed as 27%, 52% and 21% during the
first year, second year and in last six months respectively.



3. This issues with the concurrence of Internal Finance Division of this Ministry No. 1870

dated 09.1 0.2015 and with the approval of the Competent Authority.
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