












































































DISSENTING NOTE OF MR. MAQBOOL AHMAD KHAWAJA, 
MEMBER NEPRA IN THE MATTER OF ADJUSTMENT IN 
GENERATION TARIFF OF SAPPHIRE ELECTRIC COMPANY 
LIMITED AT COMMERCIAL OPERATION DATE  
CASE NO.NEPRA/TRF-125/SECL-2009  

After going through Decision of Authority majority members and dissenting note of 

Mr. Zafar Ali Khan Member Tariff, my observations are as following:- 

As a matter of principle, all Authority determinations are based on 15% IRR for 

all IPP Thermal Projects so as to allow proper return on investments by sponsors 

in form of equity / loan. 

In present case, it is very strange that Sapphire Electric Company Limited claims 

that due to non-acceptance of their actual expenses by Authority, their IRR has 

been reduced to 7%. Whereas Authority in present decision has not accepted this 

on the plea that SECL have not submitted basis of arriving figure of 7%. I feel 

that Authority professionals could have calculated factual IRR figures to refute 

SECL claim which has not been done. On the other hand Mr. Zafar Ali Khan. 

Member (T) who is heading Tariff Division of NEPRA during last 5 years is his 

dissenting note has mentioned clearly that in present state, IRR of SECL works 

out as 9%. If so than it will be unfair to SECL who is a sponsor of gas based 

project and completed same expecting IRR of 15%. 

2) 	(a) 	SECL has claimed that due to bankruptcy of EPC contractor they had to 

enizage local contractors and as such ultimately had to, spend more. 

Whereas they have also paid penalty of $ 7.0 million to Power Purchaser 

due to delay in commissioning. 

(b) 	It is also important to decide that due to bankruptcy of any bank or any 

company what is the maximum any affectee / sponsor can do? As I 
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understand, they can claim certain damages as per contract / agreement. 

After that shall they abandon the project or try to complete. 

Due to bankruptcy of M/s. SKODA, EPC contractor which is, no doubt 

beyond control of SECL, is a ground reality & must be taken into 

consideration. Had SECL not engaged other contractors, the project would 

not have come and ultimately effected quantum of generation in the 

country which was badly needed at that time & even now. 

(d) I feel that we have to take holistic view of overall project and accordingly 

try to compensate the genuine problems instead of making decision in 

mechanized manner. 

(e) I think it is necessary to work out actual expenditure after proper 

verification and if found genuine and prudent, we should allow if not all 

expenses, at least to a reasonable extent after considering L. D's received 

by sponsor from EPC contractor M/s. SKODA & penalty paid to Power 

Purchaser. 

3) There is also a pertinent point raised by Mr. Zafar Ali Khan in his dissenting note 

that the power generators / IPP's generating power through reciprocating engines 

based on furnace fuel oil are making huge profit even up to 50%. In my opinion 

this matter is serious and needs to be examined in detail by the Authority. If so 

investors / sponsors will be encouraged to generate electricity through 

reciprocating engines on furnace oil instead of turbine technology / indigenous 

resources. 

4) It is a matter of fact that in Authority's determination's we have neither given any 

incentive for early completion of project nor put any penalty on delays. In case of 

Engro, the only project which was completed before the required period with 

reduced EPC cost, Authority could not provide any benefit for this achievement 



which I understand is the only project. All the projects considered to be fast track 

could not achieve RCOD and could not be penalized. This pertinent aspect must 

be kept in view during decision making. 

5) I am personally of the opinion and always have been vocal that indigenous fuel 

based generation needs to be more encouraged and promoted. For this even now 

we are in the process of upfront / feed-in tariff for indigenous resources like 

wind/gas/coal/hydel. Since SECL's generation is basically gas-based and with the 

optimistic / progressive thinking I am of the view that after few years gas shall be 

available from Iran and other sources. As such genuine problems if faced by any 

sponsors of indigenous based fuel must be resolved dealt with lightly as per 

ground realities. SECL's project is also not a fast track project and is a regular 

project and as such needs to be dealt with a separate perspective. 

Based on my above observations, ground realities and bankruptcy of M/s. SKODA which 

was beyond control of the sponsor and whose project is low cost generation project based 

on gas turbine technology instead of reciprocating engine and as such extra expenditure 

had to be incurred and above all because of reduction of IRR from 15% to 9%, as 

calculated by Mr. Zafar Ali Khan, Member (T) as mentioned in his dissenting note 

whereas Authority has not worked out / mentioned the resultant % IRR of SECL as per 

the present determination, I strongly feel that Authority's present decision is more 

mechanical & less realistic on actual ground realities. 

I therefore. dissent present decision of the Authority. 

Maqbool 	ad Khawaja 
Member (Standards) 
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Additional Note of Mr. Shaukat Ali Kundi in the matter of adjustment in Generation Tariff 
of Sapphire Electric Company Ltd. (SECL) at Commercial Operate Date (COD)  

Case No. NEPRA/TRF-125/SECL-2009  

Mr. Zafar All Khan, Member NEPRA, while dissenting in the matter of adjustment in 

generation tariff of Sapphire Electric Company Ltd.(SECL) at Commercial Operation 

Date (COD) at Para 4 has stated that after detailed deliberations, in view of the 

difference of opinion amongst the Authority Members in the matter of Interest During 

Construction (IDC), I voted in favour of allowing IDC on actual basis to SECL. In my 

opinion worthy Member has not kept in view the factual position, as reflected in his 

dissenting note. The position stated is ostensibly not in line with sub-Section 1 of Section 

6 of the Regulation of Generation, Transmission and Distribution of Electric Power Act, 

1997 which states that "all orders, determinations and decisions of the Authority shall be taken 

in writing and shall identify the determination of the Chairman and each Member." The 

decision of the Authority does not attain finality until and unless it is signed by the 

Authority, therefore referring to a mere discussion in the dissent note has no legal 

bearing. 

As a matter of fact, principally, I agreed on all the adjustments except IDC because full 

facts of the case were not before me and I wanted to go through the detailed record and 

Authority's earlier decisions in this regard. In view thereof, I advised tariff professionals 

to provide relevant record along with the decisions of the Authority in the similar 

matter. Having gone through the Authority's earlier decisions in similar other cases, I 

noted that the decision signed and circulated by the worthy Member for signatures of 

the Authority was entirely inconsistent with the Authority's earlier decisions regarding 

IDC. Since each Member and the Chairman has to give its decision in writing, therefore, 

when I received the decision I showed my intentions in writing to write note of dissent 

in the matter of IDC which is part of record. 

I am also surprised to see the worthy Member's stance at Para 7(b) of the dissenting note 

which is altogether contrary to worthy Member's earlier stance at Para 3.1.5 of the 

decision duly initialed and signed by the worthy Member on 8th Jul 2011. The aforesaid 

kPara is reproduced as follows: 
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