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National Electric Power
Regulatory Authority (NEPRA)

NOTICE OF ADMISSION/HEARING

Tariff Petition filed by Private Power Infrastructure Board (PPI8) for

the Determination of Tarlff far Matiari-Lahere £ 660 KV
Transmission Line Project
Al stakehoiders, interested/eflected persons end the genesa! public are hereby
informed that the Authority has admitied & tanlf petition filed by the Private Power
Infrastrusture Board {PFiB) for Matian-Lshore + 660KV HVDC Transmission
Line Project. This wil be the first HYDC Line i Pakistan, Salient features of the
petiticn are as under:

Petitioner Private Power Infrastructure Board (PPIB)
Develaper/Project Sponsor State Grid of China/China Electric Power
Equipment and Technotogy Co L
I Design Transmission Capability £O00MW
Design Transmissior. Capabiity 35,040,000,600
{Converiad into kWWh)
Length ¢! the Transmission Line 878 km
{Matiari to Lahore)
Viollage Level + 660 KV VDL
Conducior 4*1.250 mm'
Aliowed Loss Ratio 4.3% per ennum o Bi-pole oparstions
2. Project Cost: Fotowing are the details of the Project Cast as slated o e petitions:
S.Ng | Project Cost Heads Project Cost
i. EPC Cosl 1,757.20
ii. Non EFC Costs/Development Cosl 3290
ii. | Financiat Charges @ 3.5% of Debt 58 61
Iv. NTDC Development Cast 15.21
V. {Insurance during construction* -
.| Sinosure feeipremium 1.6
Wi {Taxes 106,31
Project Cost excluding 10C 1.991.71
Vit {interest during construction 108 .67
Total Project Cost Including IDC 2.100.38

"Note: |t is staled in the pelition that the study o ascerain insurance is under

process and shall be submitied for consigeration of NEPRA upon completion.

3. Proposed Tarifl: Folowing tariff has been requested in the petiion:

Terift Break-Up (Levelired Tariff) PKRkWh | US Cents/kWh
Fixed O & M- Forgign 0.111 G.107
Fixed O & W-1TC Locat 0.058 0.057
Fized 0 § M- NTDC O& M Loca! 0.050 0.048
Land Laase 0.007 0.007
Insurance Cost - -
Sinsosure Fee 0015 0.014
Debt Sernce 0.435 0.420
Ratum On Equity (ROE} 0.218 0.211
Return On Equity nchudiag RDEDC 0051 0.049
Total Tariff (Year 1-30) 0.946 0013

4. Assumptions: The requested lariff is based on the following assumptions:

Debt: Equity 80:20
Interes| Rale Forengn Financing =0.45% (Six Month
LIBOR} + 4.75%
Local Financing = 8.5% ( & month KIBOR )
+3.5%
Debl Payrrent Schadule Semi-annual payment nclusive of prncipal
and interest
Loan Tenure Laan Tanure 10 years repayment period
plus 27 months grace/availability period
Construction Period 27 months
Refetence Exchange Rate + USD Dollar = Rs.103.5
| NPV Drscount 0% -
Terrms of the Projedt (BOOT) 2 years hom COD
Retum on Equity (ROE} IRR Based [17%
Withholding Tax on Dividends Nil-Pass through es per actual -
Corporate Income Tax Pass through upto first ten {10) years from
OO as per Transmigsion Policy 2015
§. Based on {he given information, the lollowing is the surmmary of major issues
framed s far for the subject hearng: .
i.  Is the tariff pelition submilted by PPIB duly approvad by its Board & submitted
atter its due diligence on reasonableness for capital and operational costs
claimed?
. Have the issugs highlighted by NTDCL appointed consuitarls been

addressed? I yes, what changes have been proposed in the Project Design
and Cost?
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Whether the option of HVDC instead of HVAC i justifiable” Has N - 1
contingency made available for this transrission ine?

What ts the rationaie and criteria for the selection of +660 KV HVDC instead of
500+ KV? Whal is the estimated resullant impact on consumer end tantl?
What will be the technica! and linancai mpact of varying power transier from
4000 MW to 3000 MwW?

What is the status of SGCC/CET appheation for a Speciai Purpsse
Transmission License for the Proposed Project & compliance with the Section
18 of NEPRA Act, 19977

Whether the proposediclaimed EPC Project Cost is competitve end
comnpatative imtemationally?

i. Is the EPC and O&M cost claimed rational In view of SGCC also built

Nmgdong-Shandong HVDC Transmission Line (also a 4660 kV 4000 Mw)?
Has the tower design been opbrmized to minimize the cost and ROW
intidentals?

As CET will be the oniy EPC contracior. are the overiaps of substantal Project
Management costs being claimed under sub-components of EPC justfied?
Whether the Non-EPC costis Justifiable? Particutarty for NTDCL Development
Costs, Advisors and Consullants, high HR cost?

What is the justification for additiona! cosl belng claimed on accounl of Security
when GoP has (o make necessery amengements for the Project?

What will be the diffarencs of scope end responsibilities betwean foreign &
local O&M Contractors to be engaged for USS 37 6 Mand US $ 19.95 M
respeclivety?

Is the high 'Admunistration’ eos? jusiified for local O&M total cost for Convertor
Stakions?

Does NTDCL have the required capacily to camy gut Q&M cperations and
render quafity service for a HYDC Transmission Ling?

. Wnat ere the major differences in design from the eartier parameters proposed

by SNC-LAVALIN in theit feasitulity slugy?
Has NTDCL carmid out interconnecton studies, including load flows,
shon-cacuit and transient stability studies for the Project?

fi. Has the Petitioner taken into eceount the proposed RLNG based.and Coat

based Generation Piants near load centre in finalizing the desigr of ine?
What Is the rationaie of the proposed losses and non-penalized 1 5%
non-availability penod for transmission fine in view of inlemational practices for
an HVDC iine?

Has NTDCL evaluated the option of buliding this transmission line through own
rescusces of funding? Dows NTDCL has financial capacity to mee! obligations
for this fine?

Have the reliabifity of lransmission networks in accordanse witk NEPRA
Performance Standards (Transmussion) Ruies-2005 been evaluated and
confirmed?

. What internatianal Siandards will be comydied with for the type/make/modet

number of equipmenimaterials & how their compliance will be manitored and
ensured?

Whether the clamed IRR of 17% & spread of 4 75% gver LIBOR justified
particularly with GOP providing guarantee for secunng payment obligation?
Whether Ihe construction period of 27 months 1 reasonable?

Do the NTOCL have the required financial health & working capital to meet
payments cbligations for Transmission Service Charges?

What will be the allved cosl of A.C lines? What additional cost wili be bome for
sysiem stability with $he proposed mduction of HVDC

xxvii. What is the estimaled imefine for ROW acguisition by NTRCL? Has the

mecessary approval been taken for ROW from the concerned Provincial and
refatad Authorities?

xoviil. What is the segment-wise ROW cost that has been worked out? Wil ROW be

xXnx.

acquired at official rates?

Have all the environmenital issues been taken care of?

For  detailed lis! of issues framed, and a copy of the Palition, please visii the
official webs!ta: www.nepra.org.pk.

The Authority has ducided to hoid 2 bearing on the subject matter as per the

Inliowing schadule:
Time: 1100 Hours
Date: 24th March 2018
Vanue: Auditorium, NEPRA Tower, Sactor G-SH, lslamabad

Interestad persans who desire (o participate I tha proceedings may file an
intervention Teques! within seven {7) days from the dale of publication of this
notice. Such irtervention requests shall state the name aind address of the
persor fiing it, abjections ard the manner in which such person Is or s lixely Io
be substantially end specificalty affected by any determination in the
proceedings. The intervention request may also contain the contentions af the
person making the request, tha relief sought and the evidence, if any, in
support of the case.

Anyone may aiso fie comments on the matter within seven (7) days of -
publication of this notice and the Authority, if deems it fit, may permit
participation of this person in the proceedings and alsa may consider those
comments In the final deteemination.
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Petitioner Privata Power Infrastruciure Board (PPIB}
DeveloperProject Sponsor Staie Grid of China/Chna Erectric Power
Equipment and Technology Co L |
Design Transmission Capability A000MWY
Design Transmisaion Capabitly K IO .
{Converied into kWh)
Length of the Transmission Line BTEkm
{Matiari to Lahore)
Voltage Level + 660 kV HVDG
Conducior 4*1,250 mm?
Allowed Loss Ralio 4.3% pes annum for Bi-pole aperations
2. Project Cost: Following are the details of the Project Cost as slated in the petition:
5.No_[Project Cost Heads Project Cast
1. EPC Cost 1,757.20
li. | Nen EPC Costs/Development Cest 32.821
ii._| Financiat Charges @ 3.5% of Debt 58.91
v.  |NTOC Development Cost 15.21
v. | Insurance dufing construction® -
vl. | Sinosure fee/pramium 21.26
W[ Toxes 106.31
Project Cost excluding IDC 189171
vl Tinterest during construction - 108 67
Total Project Cost Including 1DC 2,100.38

"Nota: it Is siated In the petition that the study to ascertain insurance is under

process and shall be submitted for consideration of NEPRA upon completion,

3. Proposed Tarff: Following tanff has been requesisd in the petition:
Tarift Broak-Up (Levelized Tarilf) PKR/KWH | US Cents/kWh
Fixed D & M- Foreign 0111 0.107
Fixed O & M- {TC Local 0.059 0.057
Fixed O & M- NTDC O& M Local 0.050 0.048
Land Lease o~ 0.007 0.007
Insurance Cost - -
Sinsosure Feg 0015 0.014
Debt Service 0.435 0.420
Retum On Equity (ROE) 0218 0211
Return On Equily including ROEDC 0.051 0.049
Total Tarifi [Year 1-30) 0946 0914

4. Assumptions: The requested tanfl is based on the foliowing assumptions:
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- Ningdong-Shandong HVDC Transmission Line {also a +660 k¥ 4000 MW)7
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xvl, What are the major differences in design from the earlier parameters proposed
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xxvii. What is the estimated timeline for ROW acquision by NTDCL? Hes the

orvii, What Is the segment-wise ROW cost that has been worked oul? Witt RDW be

iy,

i, Has NTDCL carried out interconnection studies, including load fiows,

payments obligations for Transmission Service Charges?

Whether the option of HVDC instead of HVAC is justifiable? Has N - 1
contingency made available for this transmission fine?

What is the rationaie and criteria for the seleetion of +860 KV HVDC instead of
500 # KV7? Whal Is the estimated resultant impac! on consumer end tantf?
Whal will be the lechnical and financial impacl of varying power transfer from
4000 MW to 3000 MW?

What is the slatus of SGCCICET applmabnn for a Special Purpose
Transmission License for the Proposed Project & comphance with the Section
19 of NEPRA Act, 19977

Whether the proposediclaimed EPC Project Cost is competitive and
comparative intamationafly? i

Is the EPC and O&M cost claimed rational in view of SGCC also built

Has the tower design been aptimized to minimize the cost ang ROW
Incidentals?

As CET will be the anly EPC contractor, are the overlaps of subslanhai Project
Management costs being claimed under subcomponents of EPC justified?
Whether the Non-EPC cost it Justifiable? Particularly for NTDCL Development
Cos?s, Advisors and Consultants, high HR cost?

What is the justification for additional cost being claimed on account of Security
when GoP has to make necessary amangements for the Project?

What will be the difference of scope and responsibilities betweer foreign &
local Q&M Contractors 1o be engaged lorUS§ 376 Mand US $ 1695 M
respeclively?

Is the high 'Administration’ cost justified for local O&M total cost for Convertor
Stations?

Does NTDCL have the required capacity to carry out D&M operations and
render quality service for & HVDC Transmission Line?

by SNC-LAVALIN in their feasibility stucy?

shorl-circu and transient stabiiity studies for the Project?

Has the Petitioner taken inte account the propased RLNG based and Coal
based Generation Piants near load centre in finalizing the design of line?
What is the rationale of the proposed fosses and non-penalized 1.5%
non-availability period for transmission line in view of infemational practices for
an HVDC line?

Has NTDCL evaiuated the option of building this transmtssnon fing through own
resources of funding? Does NTDCL has flnancial capacity to meet obligations
for this line?

Have the reliabfiity of transmission networks in accordance with NEFRA
Performance Standards (Transmigsion) Rules-2005 been evaluated and
confimed?

What intemational Standards wil be complied Witk for the typefmake/model
number of equipment/materials & how thelr comphiance will be monltored and
ensured?

Whether the claimed IRR of 17% & spread of 4.75% over LIBOR justified
particularty with GOP providing guarantee for securing payment abligation?
Whether the construction period of 27 months It reasonable?

Do the NTDCL have the required financial health & working capital io meet

What will be the aliied cost of A.C lines? What additional cost will be borne for
sysiem stabiiity with the propased induction of HVDC

necessary approval been taken for RDW from the concemned Provincial and
reiated Authorities?

acquired at official rates?
Have ait the environmental issues been taken care of?
For a detailed list of issues framed, and a copy of the Petition, please visit the
official websile: www.napra.org.pi.
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Debt: Equily 80:20

Irteres! Rale Forexgn Financing =0.45% (oix Month
LIBOR} + 4.75% ’
Local Financing = 8.5% { 6 month KIBDR)
+3.5%

Debl Payment Schedule Semi-annual payment inclusive of principa
and interest

Loan Tenum l.oan Tenure 10 years repayment period
plus 27 months gracelavaliablity period

Construction Period 27 months

Relference Exchange Rate 1USDDonar-Rs1035

V Discount ‘ 0% . o T

Terms of the Project (BOOT} . 25yaarsfromCOD L

Return on Equity (ROE) IRR Based } 17% -

Withholding Yex on Dividends ! Nil-Pass through es per aclual »

Corpora%e income Tax Pass through upio first ten (10) years from
COO as per Transmission Policy 2015

dalmed?

and Cost? -

5. Basedon Ihe given information, the following is the summery of major issues
framed so far for the subject hearing:
1. Is the tarff petition submitted by PPIB dufy approved by its Board & submitted
- afler its due diligence on reasonableness for capnal and operational costs

#.  Have the lssues highighted by NTDCL appointed consultants been
addressed? if yos, what changes have been proposed In thePro;adDaun
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