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Abstract

A key issue in implementing water supply projects based on the build, operate and
transfer approach is risk allocation. Project risks should be allocated to the best
competent party through proper contractual arrangements or through government
support so as to achieve a low water tariff. The details of tariff design in BOT water
supply projects are identified, and a minimum feasible tariff model is proposed for
effective risk allocation arrangements. Risk analysis based on a real project in Malaysia
is performed to demonstrate the application of the simulation model on the key factors
of inflation, exchange rates and demand risk. The analysis shows that for inflation risk,
a pre-set tariff adjustment formula is useful in lowering minimum feasible tariff. For
exchange rate risk, the reference rate should be set lower than the best estimate.
Lowering of minimum feasible tariff can also be achieved if the tariff for additional

demand is lower than the tariff for guaranteed demand.


https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/journals/rcme20
https://www.tandfonline.com/loi/rcme20
https://www.tandfonline.com/toc/rcme20/23/3
https://www.tandfonline.com/toc/rcme20/23/3
https://www.tandfonline.com/journals/rcme20
https://www.tandfonline.com/author/Lianyu%2C+Cheng
https://www.tandfonline.com/author/Tiong%2C+Robert+L+K
https://doi.org/10.1080/0144619042000287778
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F0144619042000287778&pubId=44630425&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/0144619042000287778?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/0144619042000287778?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/0144619042000287778?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/0144619042000287778?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/0144619042000287778?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/0144619042000287778?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/0144619042000287778
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F0144619042000287778&title=Minimum%20feasible%20tariff%20model%20for%20BOT%20water%20supply%20projects%20in%20Malaysia%3A%20Construction%20Management%20and%20Economics%3A%20Vol%2023%2C%20No%203
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1

Keywords:

BOT water supply project risk allocation tariff-at-risk minimum feasible tariff

< Previous article View issue table of contents Next article >

Related research @

People also read Recommended articles Cited by
18

An investigation of Chinese BOT projects in water supply: a comparative perspective »

Chuan Chen et al.
Construction Management and Economics
Published online: 17 Feb 2007


https://www.tandfonline.com/keyword/BOT
https://www.tandfonline.com/keyword/water+supply+project
https://www.tandfonline.com/keyword/risk+allocation
https://www.tandfonline.com/keyword/tariff%E2%80%90at%E2%80%90risk
https://www.tandfonline.com/keyword/minimum+feasible+tariff
https://www.tandfonline.com/doi/full/10.1080/0144619042000205912
https://www.tandfonline.com/toc/rcme20/23/3?nav=tocList
https://www.tandfonline.com/doi/full/10.1080/0144619042000202717
https://www.tandfonline.com/doi/full/10.1080/01446190500184121
https://www.tandfonline.com/author/Chen%2C+Chuan

Information for Open access

Authors Overview

R&D professionals Open journals

Editors Open Select

Librarians Dove Medical Press
Societies F1000Research
Opportunities Help and information
Reprints and e-prints Help and contact
Advertising solutions Newsroom

Accelerated publication All journals

Corporate access solutions Books

Keep up to date

Register to receive personalised research and resources by email

8 Sign me up
X JinJe kol

Copyright © 2026 Informa UK Limited Privacy policy e Taylor& Francis

by informae--
Cookies Terms & conditions Accessibility

Registered in England & Wales No. 01072954
5 Howick Place | London | SW1P 1WG



https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
https://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

