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Concession Period for Tranportation BOT Projects and Its Adjustment

Mechanism

Student: Meng-Hui Chen Advisor: Dr. Cheng-Min Feng
Dr. Chao-Chung Kang

Institute of Traffic and Transportation, National Chiao Tung University

Abstract

The purpose of this study was to establish an analytical model for
determing the concession period and propose its adjustment mechanism for
subsidy policy. The concession period is not only a critical factor for evaluating
financial plan in BOT (Build, Operation, and Transfer) projects, but also the
subsidy mechanism. To determine the concession period for either BOT
projects is an important issue for public utility or private sector, however this
issue has seldom been explored according to the past studies.

This study used a stochastic approach to take the operation revenue as a
stochastic variable to evaluate concession pertod of BOT projects from the
public sector viewpoint. We-have developed the analytical concession period
model based on the maximum internal-rate-of return of private sector. Based on
the risk-sharing concept, the cancession period will be interval values rather
than a fixed value. The model also showed a characteristic that is large different
in concession period and large changed in revenue. Two parties, government
and private sector, determine the optimal concession period based on the
interval values for BOT projects through the negotiation procession. Also the
concession period can be adjusted by public sector according to the different
revenue.

This study conducted a case study to analyze the stochastic concesseion
period model and to find the interval values of concession period for two
parties, respectively. The case study showed that the analytical concession
period model could be used to determe the concession period for BOT projects.

Key Words: BOT, Concession Period, Stochastic Simulation
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