
TO BE PUBLISHED IN THE GAZETTE OF PAKISTAN 
EXTRA ORDINARY, PART-I 

National Electric Power Regulatory Authority 

NOTIFICATION 

Islamabad, the Ri day of November, 2023 

S.R.O.  r' (1)/2023.- In pursuance of Sub-Section 7 of Section 31 of the Regulation of 
Generation, Transmission and Distribution of Electric Power Act, 1997 (XL of 1997), 
NEPRA hereby notifies the Decision of the Authority in the matter of Tariff Proposal submitted 
by Islamabad Electric Supply Company Ltd. (IESCO) for Procurement of Power from the 3 MW 
Oadirabad Hydropower Project located in AJK in Case No. NEPRAIIPT-14. 

2. While effecting the Decision, the concerned entities including Central Power Purchasing 
Agency Guarantee Limited (CPPAGL) shall strictly comply with the orders of the courts 
notwithstanding this Decision. 

(Engr. Mazhar Iqbal Ranjha) 
Registrar 
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DECISION OF THE AUTHORITY IN THE MATrER OF TARIFF PROPOSAL 
SUBMITTED BY ISLAMABAD ELECTRIC SUPPLY COMPANY LTD. (IESCO) FOR 
PROCUREMENT OF POWER FROM THE 3 MW QADIRABAD HYDROPOWER 
PROJECT LOCATED IN AJK.  

1. Islamabad Elec Supply Company Ltd. (hereinafter.referred tO as the "Petitioner" or IESCO) 
i& lcttti datcd Apil 04,2022, subLnitred :. r.PoPp for -the -3 MWQadizabad 

Hydropowerplant hereinafter refed to as"the Project" developed byth Power Development 
Organization (hereinafter referred as the "Project Developer or PD 0") Azad Janimu & Kashmir 
for consideration in conformity svith the provision of NEPRA (rariff Standards & Procedures) 
Rules, 1998 and NEPRA (tmport of Electric Power) Regulations, 2017. 

2. As per the tariff proposal, the Project i5 located at Qadirabad, Thsil and. District Bagh, 
AJK (about 1 km upstream of the confluence of Qadirab4 I'Tullali with, fail Pier). The Poject,. 
was developed by Hydro Electric Board now Power Development Organization in August 2013 
The Project is currently operated and maintained by PDO The electncitv is being supplied to the 
local area of Bagli nddjant resThProjis coniiEted o a 132kv grid statin tBgFi 
through an 11kv overhead dedicated transmission. hne of 5 km A levehzed tariff of Rs 
3 5031 /kWh has been claimed for the instant Project 

JROCEEDINGS 

• Te tariff proposal was admitted by the Authority admitted on April25, 2022;  and the. slient 
featues of the ri-tf pzposal_ere pished m_.aily. ne.spapers invil3ng iling oLxpbes, 

• intervention, requests, or cóments It was also decided to cp!a4ilct 4rg pn the matter on 
1uly022,at1000M - - 

4 Notice of the he"rrng as also published in the national newspaper on July 02, 2022 The fnff  
proposal was also uploaded on the NEPRA. ebsite for review by stakeholders In response to 

- the notice of hearing, no intervention request was submitted, However, Central Poer Purchasing 
Agency Guarantee Limited (CPPA-G) vide letter datedJuly 25, 2022, submitted written comments 
which were forwarded to the Petitioner for the response The coiments of CPPA-G and the 
response of the PDO are incorporated in this deteniiintion under the ieievant issue. 

5Th hewng v.as attedThy tFie -representatives o( IESCO, AJK Power Development 
Organization, CPPA-G and other stakeholders D'nng the hearing, the Authoritvdirected ]ESCO 
• and PDO to. submit the monthly progres status of inteioinectin and related trnsmission -. 

- 1nfratiüc*uxe s5tha rjjèEnij b6tflc'k Iri 
iew thereof, a,leçter.dated 4ugust , 202, followed by a reminde±ltt . ....•ctober 6, 2Q22, 
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direcdng IESCO and PDO to comply with the direcüons of the Authority by submitting the 
monthly progress report henceforth. However, no response has been submitted. 

6. After the hearing, PDO vides various correspondence dated August 01, 2022, September 09, 2022, 
& December 20, 2022, and submitted a written response on certain issues including on the list of 
issues, agreements/contracts regarding the civil works and E&M & source of funds etc. 

ISSUES FOR HEARING 

7. Based on the information, documents and evidence available with the Authority, the issue-wise 
discussion and determination of the Authority is as under: 

Issue No# 01 Whether the plant Capacity of 3.0 MW and annual net generation of 17.69 
G'Wh claimed by the Petitioner are justified? 
Issue No# 09 Whether auxiliary consuniption of 0.03 MW (1%) of the project is justified? 

8. In the tariff proposal, PDO submitted that the plant factor has been taken from the feasibility 
study report (part of PC-I) which is derived from the hydrology available in the Qadirabad Nullah. 
The calculations are tabulated below: 

Installed Capacity 3.0 rvl\V 

Auxiliary Consumption 1% - 0.03 MW 
Net Capacity 2.97 M\V 
Plant Factor 68% 
Gross Annual Enery 17.87 G\Vh 
Net Annual Energy 17.69 G\Th 

9. PDQ further submitted that 'The Aiixi/iay consumption is in-line with the allowable consumption to other 
bjdropower Projects. NEPRA in its different tañff determinations to hjidropower projects has allowed 1% of 
auxi/iaiy consumption". 

10. CPPA-G vide letter dated July 25, 2022, submitted that "the approved feasibility study has not been 
attached with the taiffproposal and neither the approval ofpanel of e4ert i.c attathed. Therefore, this office is 
unable to comment on the p/ant capady and annual plantfactor. The Alithorib'  may look into the matter 
reziiewing the documents of POE. However, the p/antfactorprop osed by the project coirp any is 68%, which seems 
to be optimal based on the fact that the plant will be operated in the Take and Pay regime". 

11. CPPA-G further submitted that the auxiliary consumption during the normal operation is not 
more than 0.5% of the total capacity and the Authority has already considered 0.5% auxiliary 

I 
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Installed Capacity 3.0 MW 
Gross Annual Energy 19.23 G\Th 
Auxiliary Consumption 0.5%. 

12. Based oi the aforementioned parameters, the AuthOrity has calculated the net annual energy of 19.134 
GWh witha plant factor of 73 17 % and the same has been approved 

Whether a construction period of 36 months is justified 

S 

• k?ped.th'vugh the fit'nding under 

m the government results in the  delajed 

consumption in the case of 10.2 MW Jabori HPP, therefore, the auxiliary consumption for this 
Project may be aligned with Jabori HPP. 

12. In response to the comments of CPPA-G, PDO ride letter dated August 12, 2022, replied that 
'The frasibiliy studj rport bdnpart of appivved PC-I, has aIreadj been submitted to NEPRA along with the 
tariffprop osal The calculations of annual generation have been submitted in rc.ponse to the issues for publz 
hearnig" 

13. The Authority assessed the submitted documents by PDO and based on the information available 
in the submitted documents, the following annual energy, capacity and auxiliary consumption a±e 
considered for tariff calculations: 

15 In the tariff proposal, PDO has submitted that "36 months of construction period was assumed at the lime 
of development offeasthiliy stw4y r4'ort Howei.er the consfrufton work depends on lot ffadorFegavailabThy 
offiinds,-environment etc Thefollowing majorfacto contributed to the xtens:on oJthecoidipiid - 

Re/c ase offundcfivm the Goirnmen. As the Project was dccc 

4niziialDecelopiienl Plait. The deiqy i the releaie 

)poinfment of contradors. 

The morflood in theyear 2010 also contributed to the extended constriction period. 

iii. Right of wqy — land acquisition was tho one of the challengesfaced by the dc'paziment, which orerall 
........................... 

£ontrbuV'd to the eonstnick mod 

.16. CPA-Gvide 1ett dated july 25, 2022;sTiibmitt&d ¶fthe Co ànj'claimed 
months, which is on the b:gberizde It is /nghl:ghted that the tonstruttion period of such c small hyde/project mezy 
beconsiedjp to 24 monthi.t.4s recentfyNEPRA has allowed the construction period of30 mont.hiin the case 
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of 10.2 MWJabori HPP, which is double in capai and required more un works. Therefore, Authoiiy ma)' 

rationalire the construction period of the project' 

17. In response to the cotm-nents of CPPA-G, PDO responded that "the construction period has beeuz 

app roied under the PC-I (approned by the re/want dc'pailments!Auithority).  The construction period of hydropower 

pi-ojects does not depend upon the installed capauibl  but relates to the project components and the geograp hical location 

of the Project. In the recent determination of 1.875 MW Shishi HPP has allowed 48 months of construction 

penod" 

18. The Authority has considered the submissions of PDO regarding the construction period and is 

of the considered opinion that the construction period of 36 months is closer to the construction 

period of similar projects and the same has also been approved in the submitted PC-I, therefore, 

the same has been approved. 

Issue No: 03. 
Whether the total Project cost of Rs. 441.713 million claimed by the Petitioner is justified? 

19. In the tariff proposal, PDO has claimed Rs. 441.713 million as the total Project cost and the 

following breakup has been provided: 

Item Total (PKR Million) 
i. Civil Works 207.386 
ii. Electro-Mechanical Equipment 145.156 
iii. Land Acquisition 12.50 
iv. Other Development Cost 32.470 
Base Project Cost 397.512 
v. Interest During Construction 44.201 
Total Project Cost 441.713 

20. PDO further provided the bifurcation of each cost item of the Project costs, which are discussed 

below: 

Civil Works Cost: 

21. As per the documents submitted by PDO, five (05) agreements for civil works were signed and 

executed with different contractors and are detailed as under. 
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£ 

Contract Title Amount in PKR 
(I) Construction of Diversion \Veir & Approach Channel 43,317,202 

Diversion \Veir-I 4,016,661 
Diversion \Veir-II 2,950,999 
Approach Channel (D\V-I to DW-ll) 23,806,453 
Connecting Channel 3,611,971 
Desilting Chamber 7,552,892 
Escalation 1,378,225 

(II) Construction of Power House & tailrace 35,064,513 

Powerhouse 31,975,201 
Plumbing, sanitarc Installations 77,344 
Electrification for Power House 533,972 
Tailrace Channel 898,996 
Escalatitin 1,579,000 

(III) Contruction of Power Channel 89,974,200 

Power Channel (DW-II to Forebay 89,974,200 
CIV) Construction of forebay, spillway channel & anchor blocks 32,514,110 

Construction of aqueduct 3,439,035 
Construction of Forebay 13,844,146 

• Construction of Penstock anchored Blocks 14,394,874 
Escalation 836,055 

(V) Construction of Residential Quarter 6,516,305 

Construction of Residential Quarter 6,641,575 

Sanitary Fittings 339,781 

• Electrification 258,178 

• (less 10%) (723,229.45) 

Total Civil Works 207,386,330 

22. Regarding the civil works cost, CPPA-G vide letter dated July 25, 2022, submitted that "the 

coany shared the cost submiffed in the head of dvii work, which includes escalations in each head covered ider 
thi th'ZY zi'O B ire.i io)iTciduijIc&ióhfthin thë 'Ifr  CoñHoivie, it ii iñtèdöd that thi 

Project has already been commissioned and has a finalized  cost of civil work, which needc to be substantiated by 
documentary evidence (as-built drawings) verified bj the third parry. Any escalation in cost occurred due to a delay 
in commissioning on part of the company (PDO,) or contractor may not be allowed in the project co st for tariff 
calculation.. 
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23. In response, PDO stated that the civil works cost is based on the agreements executed with 
different contractors, the details of which have been provided and were approved by the relevant 
government departments. 

24. As per the documents submitted by PDOvide letter dated September 09, 2022, the Authority has 
noted that the civil works of the instant project have been divided into four parts. Further, the 
contracts for each category of civil works have been awarded through soliciting tender from 
eligible contractors and awarded to a contractor based on the lowest rates offered. The details of 
each lot contract are tabulated below: 

Lot. 
No # 

Description Signing Date Contract 
Price (Rs.) 

I Construction of Diversion Weir and 

Approach Channel 

31' March 
2009 

39,191,500 

II Construction of Power Channel (DW- 
II to Forebay) 

March 31, 
+ 2009 

72,944,716 

III Construction of• Forebay, Spiflway 
channel & Anchor Blocks 

May 28th,  2009 18,942,474 

IV Construction of Power House, Tail 
Race, Switch Yard & Transfoier 
Pad: 

May 12, 2009 16,829,304 

V Residential Colony October 17, 
2011 

6,300,828 

Total 154,208,822 

25. The Authority after assessing the submitted documents noted that the claimed civil works cost of 
Rs. 207.386 million is on the higher side as-compared to the costs mentioned in the PC-I of Rs. 
170.338 million and civil works contracts cost which cumulatively amounts to Rs. 154.208 
million. There is an increase of 34.S% between the cumulative civil work contract cost and 
daimed cost and no justification has been provided whether such deviation is owing to an 
escalation of cement, steel, labour and fuel or btherwise. For justifying higher costs, PDO has 
provided only a deviation sheet for each contract amounting to Rs. 53.178 million. 
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26-The Authority upon reviewing the deviationsheet tioted that but of the tOtal amount f Rs. 53.178 
million,Rs. 45.412 million  pertains to a change in the cost of civil works..due to a variation in 

n•'and is not supported by verifiable documentary evidence, thus the same is not justified 
to be considered. Further, the Authority also noted that an ampunt of Rs. 7.766 zillion  relates to 
a change in unit prices and some level of escalation may be permissible, however, the Authority 

• noted that the signed contract explicitly states that any escalation within the 5% range of the 
contract pnce should be borne by the contractors Thus allowing any amount on-account of 

• escalation beyond the prescribed limit is not justified, therefore the same has not been considered. 

27. Recapitulating the above, the Authority hereby approves the contract cost of Rs. 154.209 million 
as a maximum ceiling subject to adjustment at COD and the lower of actual or allowed will be 
adjusted. . 

•Electro-Mechanical Equipment: 

2$. PDO in its tariff prposal c1aimedanamountof 1 million on account of tle E&M 
equipment with the following breakup 

Head . • Amount inPKR Million 

Gexiethtors &E±citer, 1800kVA . .....• '25.000 
Irdet Valves.. . •: •• .• .: . 3500 
Gantry Cran (15 tons) . . . . 4.000 
Turbines & Governors : 52.00 
Power Transfonners & Cable Works 11.00 

..Automadonand Auxiliary Equipment.-. 8:500- 
Switchge?r, Protection & Control 9735 
SubstadOn&TransniissiouJnterconncdon 
Penstock Pipes &Gae Equipinent 18.421 

Total E&M Works 145.156 

• .29.The.Authority observed that the E&M claimed costwas devoid of any docuiièntary evidence, 
there fore, PDO the petitioner was asked to provide the same The requisite E&M contract 
documents provided by PDO vide letter dated October 04,2022, were reviewed and the Authority 
noted that the E&M contract of Qadirabad HPP amounting to Rs 119 520 million, as signed 
svith M/S Hydro Tech Pak (Pvt Ltd) on June 26th  May2010 with the following breakup 

S.No Major Financial Breakup of the contract Amount in PIS.R 

DetáilsEnneering Des/-Dawings 3;000;000 

7/t 
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2 Supply & transporting of the complete set of electro- 

mechanical equipment for 2x1500 k\V Qadirabad HPP 
(On a Turnkey Basis) 

83,169,145 

3 Erection/installation at the site 10,200,000 

4 Testing & Commissioning 99,31,802 

5 Defect liability period (DLP) mm. 12 months 6,144,053 

6 Spare Parts of the equipment installed at the site 70,7 5,000 

Total 119,520,000 

30. The Authority noted that the contract price is also inclusive of all the applicable fees, customs 

duties, income tax/sales tax, levies, import fees, port clearance charges, handling, local district 

taxes, octroi, insurance and other incidental charges as may be applicable for transportation, 

delivery of goods, equipment and material/spare parts to the site. 

31. Further, the Authority also noted in the contract that "the e and q:iantiy of'spare parts suggested bj 

the supplier shall be evaliiatedandfinal/y approved 1')' the Hjdro Electiic Board (HEB) amountinS  to Rs. 7.075 

million" which means that this is not a final figure, however in the abseuce of any firm approval 

from the HEB, the same may not be justified to consider at this stage, however, at the time of 
COD tariff adjustment request, the Authority may be considered this cost as the max ceiling 

subject to adjustment at lower of actual or Rs. 7.075 million upon the provision of verifiable 
documentary evidence. 

32. In view of the aforementioned facts, the contract price after excluding the spare parts cost of Rs. 
7.075 million works out to be Rs. 112.443 million has been considered and will be subject to 
adjustment at COD based on the verifiable documentary evidence. 

Land Acquisition: 

33. In its tariff proposal, PDO has claimed an amount of Rs. 12.5 million on account of land 

acquisition and stated that this cost includes compensation for houses, trees and crops affected in 

the project area. 

34. The Authority has observed, that claimed cost with regard to land acquisition is not substantiated 
by any documentary evidence. However, the Authority understands that the cost of land is an 

integral part of any project cost, therefore, the cost claimed by PDO amounting to Rs. 12.5 million 
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38. The Project Staff cost of Rs. 8.420 million as cLtried bythe PDO jn the tariff proposal th 
following breakup has been reflected the in the PC-I document 
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is hereby allowed at this stage as a maximum ceiling subject tO adjustment at lower of actual or 
allowed at COD duly substantial by verifiable documenta±y vidence. 

Other Development Costs: 

35 In the tarift proposal, PDO has claimed an amount of Rs 32 47 million with the following 
breakup. 

S. No Head PKR Million 
1 Custom Duties @5%  of FEC of E&M 4.525 
2 I L/C Charges & Taxes 3.195 
3 Port Clearance & Trans. @2% of FEC of E&M 1.810 
4 Project Engineering & Management 5.000 
5 Project Staff 8.420 
6 Owner Administration 9.520 

Total Development Cost 32.470 

36. The Authority noted that that cost claimed under the subhead S.NO. 1,2, and 3 of the E&M-
related equipment collectively amounting to Rs 9 53 million are part of the E&M contract, 
therefore, being not justified is not considered The relevant extract of the E&M contract is 
reproduced, as under 

Contract Price: 

The total contract price fo the aboe mentioned .orks shall be Its 1,.l),52O COO'-
(Rupees One Hundred nmeteen milnon five hundred rend tvcntv thousand only) 
(JncIue of all tacs)as firm and fini1 anioinitiorentircriàpL  of orks-g, en 
abQv The contract price s inclusre of nit the cost md ehare as appheabk as 
fees custom duties income tax isaksta.. kvi 

, rnpor fees port LkarinLt. 

charges, handling, local distnct taxes, ocIroi, insurance ad such other *nc,dcntal 
charges as may be apphcable for nsporLitcn, delivery of goods cquipnicflt 
material/sparc parts to the site 

37 The PDO has not provided any evidence/contract documents for Sr no 4 of the table above, Le, 
- the Project Engineering and Management Cost of Rs 5 million has been reflected in the submitted - 
.---P-C-.I--document,-therefore, the ame is consideredatihis_stage as_a .niaxininm cap subject to 

adjustment at lower of actual or allowed upon the provision of the documentary evidence to th& 
satisfaction of theAuthority atCOD adjustment. 

4 
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39. The Authority has relied upon the PC-I cost and the same has been considered at this stage as a 

max mum cap subject to adjustment at COD and lower of actual or allowed will be adjusted upon 

the provision of documentary evidence to the satisfaction of the Authority. 

40. Regarding the Owner Administration Cost, the amount Rs. 9.520 million claimed in the tariff 
proposal has been reflected in the submitted PC-I with the following breakup: 

S.No. Description Rs. Million 

1 Contingency @ 2 %of the cost of Civil Works 6.720 

2 Vehicles 2.80 

Total 9.520 

41. The Authority observed that the Project has already been constructed and operational and for the 

project at such an advanced stage, the Authority has not allowed the cost of contingency, 
therefore, the cost of contingency is not justified and has not been considered, however, the cost 
claimed for the vehicle's claimed is considered at the stage as maximum cap subject to adjustment 

at COD and lower of actual or allowed will be adjusted upon the provision of documentary 
evidence to the satisfaction of the Authority. 

4 
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42. Recapinilang the above, the follov.ing is the summary of the assessed development cost. 

S. No Head P&R Million 
1 Custom Duties @5%  of FEC of E&M 0 
2 L/C Charges & Taxes 0 
3 Port Clearance & Trans. @2% of FEC of E&M 0 
4 Project Engineering & Management 5.00 
5 Project Staff 8.420 
6 Owner Administration 2.8 

Total Development Cost 16.220 

43. The summary of the Project cost claimed and assessed is tabulated below: 

S.No. Description Claimed Rs. 
Million 

Assessed Rs. 
Million 

1 Civil Works 207.39 154.21 

2. . E&M cost excludingT.L 142.16 112.45 

EPC cost 349.54 266.65 

3 Land Acquisition 12.50 12.50 

4 Other Development Cost 32.47 16.22 

Total Project Cost 394.51 295.38 

Issue No: 04 # Whether the claimed IRR of 17% on equity is justified? 
Issue No 05 #Whether the cost of debt claimed @ 9.13% and indexation thereon due to. 
variation on 6-month KIBOR is justified? 
Issue No: 06 #Whether a 20 year debt repayment term is justified? 

Sources of Finances: 

44. Since the above issues are related t0The cost ofital, thercf5re, for easofdeclaion ma 
- these are clubbed together. 

Het it is important to highlight that PDO in its tariff proposal submitted that the Project has 
been entirely fuEided from PDO s0tUces thaough Annual Development Fund (ADP)-GOAJKI 

I i/ 
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The Project Developer ftrther stated that for tariff computaon, the Project cost has been 
bifurcated into debt (75%) & equity (25%) based on NEPRA (Benchmarks for Tariff 
Determinadon) Guidelines, 2018. 

46. PDO submitted that "the Project was commissioned in 2013. The IRR applicable at thatyar i.e. 2013,for 
bydropowerprojects, is 17%. The precedent ofAiithoriy is available in the case ofPEDO for 36.6 MW Daral 
KJawar HPP decision dated JuLy 05, 2022. The A:ithori' has allowed the same i.e. 17% [KR PKR-based 

return. The decision stales: 

"Therefore, a 17% PKR-based return assuming monthly cash flow with no 
USD indexation is thus being allowed to the project." 

47. CPPA-G submitted that "the Compaiy has claimed the 17% IRR for re/urn on equity and return on equity 
during construction. It is hi,ghhghied that the Cabinet Committee on Ene (CCoE) in it mieting held on August 
27, 2020, has reduced the returns of the public sector and in the case of WAPDA/GENCO, the return is 
considered as 10% with no US inde.ation. Furthermore, keeping in view the government decision, the Authoiiy 
has allowed the return of 10% in the case of PEDO projects. Therefore, the return of the PDO project may be 
aligned with the CCo.E decision and already approved lariffi ofAuthoriy for provincial government hydropower 
plants" 

48. In response to comments of CPPA-G, PDO submitted that "CCOE decision is on/y applicable on the 
public sector projectsfunded by Federal Government of Pakistan specifical'y IVAPDA h)'droelectric, G'ICOs, 
and Nuclear Power Plant. The ROE must be higher than the interest on local curreng long-term bonds, which is 
approx. 13.554% for 20 years, to incentives to invest in developing local hydropower resources. Furthermore, the 
Aiithoti)' has increased the ROE from 10% to 13% in recent determinations of 40.8 MW Koto HPP, 11.8 
MW Karora HPP, and 10.2 MWJabori HPP' 

49. Regarding the debt repayment period PDO in the tariff proposal has requested debt servicing 
components for 20 years period and with regards to the cost of the debt has stated that "since the 
project was commissioned in Aigust 2013, therefore the 6-month KIBOR (9.15%) as of 30-A u,g-20 13 has been 
applied." Further, PDO has also requested KIBOR indexadon according to the NEPRA 
mechanism. 

50. In addition to the above PDO has claimed interest during construction (IDC) and return on equity 
during construction (ROEDC) for 3 years (36 months). 

51. CPPA-G submitted that "Since the PDO is entire/yfinancing theQadirabadHydropowerProjectfrom its own 
sources (ADP-GOAJK) and using an oppornIniy cost offiind. It is therefore suiggested that instead of a 9.15% 
rate the interest rate may be rationa/ied to SBP financing schemes available to renewable energy at afiat rate of 

Page 12 20 
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6%jbr debts. It is also suggested that debt: eqiiiy shall be approved in the:rai.ge of 80: 20 instead of the assumed 
debt: equity ratio of75:25 1y the PDO in order to pass on the relief to electridçy consumers. 

52. In response to comments of CPPA-G. PDO submitted that "the interest rate ofSBPfinanciig scheme 
- is onfy applicable to projects who have securedfinaming from the SBP. The Project was executed before the SBP - 

junancing scheme therefore, the interest rate of SBPfinancirg is not appbcable Moreoter, the NEPBA tanff 
T.guidelines 2018 a/lows the 2.5% spread over KLBOR, in 4ght of this the claimd cost of Debt is alrècdj' in 

reasonability". 

53. CPPPA-G also submitted that "according to the benchmark for Tariff Determination guidelines, 2018 issued 
by the Auithoriy, in case of renewable ene;i projects eligible for securing debt financing under the rwised SBP 

- 

financing schemefor renewable eneri, debt repaymeuitpeuiod shall not exceed 12,years". - 

54. In response to comments of CPPA-G, PDO responded that 'Since the Project does notfallunderSBP 
naming schemer  the rejxrjmentpenod as per SBPfinanang is also not applicable 

55 The Authority observed that PDO in the tariff proposals has claimed mteret during construction, 

return on equity during construction, return on equity and debt servicing components, hoever, 
no det'uls/agreements of the funding sources ha e been provided, therefore, IESCO/PDO vas 

asked to videAuthoritv letter dated No'vember 28, 2022, to provide documentary evidence of 

source of fund (debt/equity) including the cost of debt, terms of loan etc If, the fund provided 

for the Project is not going to be paid back, then justify hv the cost of debt/equity should be 

-allowed and for hat purpose? 

5_PO in response submitted that PDO bas been established through a Act psec .by th 

I~gtslative Assehibly oftheAT2adJammu & Kasbinir andamong-others netif the functions of 

this organization is to construct, maintain and operate the po erhouse, grids, microgrids and 

transmission lines connected with the poweouses Thus the Qadirabad and Rehra hydropower 

rojects are constructed by the PDO from the funds provided by the Government of AJKand 
- selling electricity from these power plants will enable the PDO to be self-reliant by earning 

reenues and utilizing these for initiating more projects PDO further submitted that a Fund has 

been established for meeting the expenses related to its functions, including but not limited to all 

-

administrative expenses and sliries and further stated that anv/afl revenue generated through the 
- sale of po'er, and water use charges are credited to this fund The amount available in the Fund 
-

- - may be t}en in ested after obtaining the appro al from the Bd,if not required ±inmediate 
epenthture in any of the securities PDO referred to Chapter VI of its Act which deals with the 
funds of the organization The rele ant provisions of the Act regarding the Fund are as under 
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FINANCE  

23. fund.- (1) The she!: be a fund to be kiicwn as the Fund of the O-rdion ves!ed in the 

Orgenalicn wth tht be utrized vtn tne apova oc goad to meet cnar r cornecIn wdh 

its functions under. the Act, kc!udkg the payment of salaries and other 1Eu1a(abCflS to The 

Martagin Drtoc, Oicecs and employees of the Qrenizaion. 

(2) The fund shati consist of,. 

(a) grants made by the -oiemment including the Federal Goveianient, 

(b icecs obtned from (he Gcernment inudng the Federal gcirr•nen!; 

() grants made by local bodies ifred by the Government; 

(ci) s3e croceeds of bonds issued under the authcrity of the C-ernsnent, 

- leans obtained by the Or nization om ccmmecial barcs crony other source; 

(1) foreign loans, grants or any other linanciat assistance obtained; and 

(g) reienue through sale of power generated waler use charges, other than Mangle 

Don ar4 alt other sums received by the Organization. 

(3) The Organizadon may keep money in any scheduled bank or the Bk of Azad Jamrn 

and Kathmr or a 4eIional Saueg Cenire with the app(Gai of the Ocard. 

(4) Nothing in sub•section (3) shalt te deemed to preclude the Organization !r:m investing 

any zun moneys which are not uired 'or inmediate e.pencLura in any of he securities 

described in Section 20 ci the Trusts Act, i2 (Act IL c4 1882). as adapted in Aad jammU and 

hnirorngthemiathreddepcsiiwith asch uledbankortheSankoi zadJammu 

and Kashrnirc a Naticr.al Saving Cernre th the approval of the Ecard. 

(5) The Eoar shall endeavor to picsrte pivate sedcr in (he g eratio. bar.3mission and 

distribution of Powen For thIs purpose it may sponsor, promote or join .rivete limited Companies 

incorporated and established under the Comçaoiea Act, 194 (XLVII of iM), en enforced in 

Azed Jommu and Kashrnir. 

(6) The &ard may also permit the Oranizaticn to join, promote. sponsor or ir.c0i01ai0 

pubilo Polled Companies invcFed in the generatici, transmission and disbbjtion ci pcwe. 

(7) To join other statutcrj or ccrpereta bodes, involved in (he generation. Th mission arid 

distrIbution of power. 

57. Regarding the jusdflcation of claiming ROE, ROEDC, Debt and IDC, PDO submitted that tariff 
proposals of the projects axe submitted under the NEPRA import.regularions which apply to the 
import of power from the territories outside the juxisdicdon of Pakistan, therefore, the PDO-AJK 
sh1l be treated an independent power producer and accordingly, ROE, ROEDC, IDC and debt 
repayment as allowed on a cost-plus tariff be allowed. 

58. After considering the submissions, the Authority is of the view that the revenue from the sale of 
the instant power plant is not subject to any debt-related obligation. In similar cases i.e., 2 MW 

ot received from 
ge 14 I 20 

4 C 

Binnogh Gol HPP and 1.875 MW Shishi HPP projects where 

NEpp 
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any bank or iSnncial institutions, the Authority has determined the tariff on the Weighted Average 
cost of Capital (WACC), by including a depreciation charge and a rate of return in capital 
investment to commensurate that earned by other investments of comparable risk. Thus the 
Authority is of the considered opinion that the nature of the Project financing of the instant 
Project is similar to the Birmogh & Shishi, therefore, the tariff claimed by PDO for the instant 
Project on the Cash Flow basis may not be prudent. Hence, the tariff methodology approved by 
the Authority for the referred projects is hereby approved for the instant Project. 

59. The Authority considered the assumptions made by PDO regarding the biftircation of the Project 
cost into 75% debt and 25% equity and is aligned with the NEPRA (Benchmarks for Tariff 
Determination) Guidelines, 2018, therefore, the same has been considered. 

60. Regarding the rate of return, the Authority is of the opinion that the hydropower projects carry 
additional risks and accordingly a reasonable return should be considered which, would cover the 
associated risks.. The Authority is also of the view that an appropriate rate of return on equity will 
allow for harnessing the local resource. Thiswiul not onlyaddiess the issue of energy security but 
will address the adverse impact of climate change expectedly by replacing imported fossil ftiel-
based power plants. Thus the Authority considers that a PKR based 16% rate of return on the 
equity is reasonable and the same is hereby allowed to the instant Project without any dollar 
indexation The same return as also in the case of the 1 875 MW Sinshi Hy&opoer project of 
PEDO, for which public fimds are utilized. 

61. Further, regarding the cost of debt, the Authority is of the view that PDO is under no obligation 
of paying interest to the lenders, however keeping in view the opportunitycost of the fund, a rate 
safeguarding the interest of th consumer  as well as the Project Developer will bfai.r, therefore 
the average X1BORiàte of 8715% which is 15ed ôñ average values of th3-ñöhth KIBOR rate - 
for the last nine (9) years starting from the Project COD period i e August 2013 to tariff proposal 
submission period i ejuly 2022 has been considered and this will remain fixed without any KIBOR 
variations. 

62. Based on the 16% rate of return and KIBOR rate of 8.715% the Authority has calculated the 
WACC as 10.54% and the same has been approved. 

6.;.The Aüthoritynotêd that the instant Project, PDO has claimd a tariff for 30 years from theCQD 
period that is from August 2013, however, the taritf proposal for determining the tariff has been 
submitted after a gap of 9 years. In a similr delay tariff submission case of Shishi HPP which 
applied for tariff after a gap of 12 years, the Authority allowed rriff for the remaining period of 
18 years. Therefore, the Authority has decided to approve the tariff for the instant Project for the 
remaining 21 years after excluding the 09 
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64. However, the Authority in the case of other similar hydropower projects has not allowed the 
recovery of assets through the remaining period due to the reason as a penalty, for not timely 
approaching Regulator for approval of tariff. However, in the instant case, the Authority has noted 

that the situation is different as the Project is located in the territory of AT&K  which is to approach 
NEPRA via CPPA/DISCO under the then applicable Import of Power Regulations. The 

Authority upon the review of the facts submitted, noted that PDO approached IESCO multiple 
times and even approached NEPRA for determination of its tariff as the following chronological 

order of events reveals: 

S.No: Description Date 

1 COD of the Project August 2013 

•2 PDO approached IESCO for the interconnection July 25, 2013 

3 After meetings and correspondences and as per the 

requisite of IESCO PDO conducted the 
interconnection study through a consultant and 
submitted to IESCO 

May 30, 2015 

4 Upon the request of PDO, IESCO approached 

NEPRA to seek guidelines for the Purchase of Power 
April 25, 2016 

5 IESCO approved the Interconnection Study on April 18, 2017 

6 NEPRA responded to proceed in accordance with 

IPPR-2005 
May 23, 2016 

7 IESCO submitted the Power Acquisition Request to 
NEPRA 

June 01, 2017 

8 NEPRA returned the PAR with the direction to 

resubmit the PAR under the IPPR -2017 as IPPR-2005 

are no longer relevant. 

January 10, 2018 

9 IESCO required PDO submitted the tariff proposal September 12, 2019 

10 IESCO submitted the tariff proposal to NEPRA April 11, 2022 
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65. Therefore, based on the above, the Authority has decided not to penalize PDO for the late 
submission of the tariff petition after many years since COD, hence the recovery of the asset has 
been apportioned on the remaining period. 

Issue No: 07 
Whether the claimed Operation and Maintenance costs and indexations thereon are 
justified? 

66. In its tariff proposal, PDO submitted that "The O&M cost of PKR 4.916 million per annum, as of 2008, 
has been taken in the tarifproposaL The cost is taken from the approved cost under PC-I. The cost claimed is 
already much less than the already approved O&M cost to other HPPs. The indexalions be allowed to the O&M, 
as being allowed to other HPPs. 

67. CPPA-G submitted that 'The proposed cost fir operation and maintenance of the plant m be rationaJied 
with the O&M cost allowed by .NEPRA to other comparable hjydropower projects. According to the Aiithori±'y's 
guidelines for the selidion of opera/ion and mamnten incecontractorl generation Omp anies, the petitioner should 
conduct a fransparent and competitive bidding pro cessfor the selection of an O&M contractorfor- this project with. 
the approved cost as a ceiling. 

68. The Authoty considers the submissions of PDO and is of the opinion that the claim of PKR 
4 916 rnhiiton for the operation & maintenance of the plant is reasonable and compeutl\e, thus 
the same has been hereby approved. Regarding the indexation, the following mechanism has been •  
approved. 

- 1ndexation' - 

• The O&M component of the tariff shal.Lbe adjusted with local N-CPI (yearly averaged) on an 
annual basis The first indexatioza of the O&M component of the tnff sh1l be done after 1 
year of notification of the tanfi for 'which the reference average N-CPI shall be calculated 
based on 12 hionths' N-CPI values prior to notificadónof thistriff déteiirniiiàtion and th - 
revised N-CPI shall be the average of 12 months values of N-CPI of the first year of 
notification. 

     

Whether IESCO or CPPA-G will be responsible for the payment/settlement mechanism 
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69. PDO submitted that the tariffprop osal has been fl/ed through I.ESCO under the NEPRA Import of Electrk 

Power Regulations, 2017. IESCO has agreed to purchase the powerfrom the p/a/it as mentioned in their Board 

approval dated 25.04.2017, provided aloi.g with the tariff proposaL Fii,thee, NEPRA in its letter No. 
NEPRA/ Consul. (Hydro)/ TRF- 100/Hydel/ 7086-88 dated May23, 2016, addressing to IBSCO stated that 

An Enei' Purchase Agreement maj be drafted which iii coiporates the a,greed/proposed tariff along with the rig/its 

and obligations of both parties". 

70. CPPA-G submitted that "Regarding the signing of EPA by IESCO or CPPA-G, it is submitted that 

Aiithoriy ride letter dated May 23, 2016, responded to IESCO, "there would be no role of CPPA-G in the 

instant case in the signing of the EPA a/id in approaching NEPRAfor app ro val since the DISCOs are authonyd 

to enter into PPAs/EPAs as per NEPRA ni/es and rgiilation ".Furthermore, after the commencement of 
Ifarket Operations, which is e..'cpected in nearfuture, DISCOs wi//sign the contract dirrct/y. Therefore, it is more 

app ropiiatejbr I.ESCO to enter iiita the contracts with the PDO for the saidproject or as decided by the A i,thorii ' 

71. The Authority has noted that IESCO didn't submit any written observations/objections. 

Therefore, it is expected that IESCO is to sign the contract and will be responsible for 

payment/settlement.. However, the Authority is of the view that IESCO and PDO may settle the 

issue of settlement of. payment at the time of signing the Power Acquisition Contract which shall 

be submitted to the Authority for approval 

Order: 

72. The Authority, in the exercise of its powers under Regulation 4(3) of the NEPRA (Import. of 

Elecuic Power) Regulations, 2017, has decided to approve the following rates and terms and 

conditions for the import of power by Islamabad Electric Supply Company (IESCO) from 3 v1W 

Qadirabad hydropower project 

• Levelized tariff works out to be PKR. 2.0445/kwh. 

• EPC cost of PKR. 266.65. million has been approved. 

• Land acquisition cost of PKR. 12.5 million has been approved. 

• Other Administration costs of PKR. 16.22 miffion has been approved. 

• Debt to equity ratio of 75:25 has been approved 

• A WACC of 10.54% has been allowed based on the average KIBOR rate of 8.715% and ROE 

of 16%. 
Page 18 I 20 
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f 

• The reference tariff has been calculated on the basis of net annual benchmark energy 
generation of 19.134 GWh for an installed capacity of 3 MW. An auxiliary consumption has 
been restricted to 0.5%. 

• This tariff is limited to the extent of net annual energy generation of 19.134 GWh. Net  annual 
generation supplied during a year to the Power Purchaser in excess of benchmark energy of 
19.134 GWh will be charged at 10% of the prevalent approved tariff 

• O&M cost of PKR 4.196 million per annum has been approved. 

A construction period of 36 months has been approved. 

The tariff will be. valid for 21 years and shall be applicable from the date of notification of 
tariff determination. . 

• The tariff is based on Take & Pay. 

• The component-wise tariFf is indicated at Annex-I. 

One-Time Adjustments:  

• The EPC cost of PKR 266.65 million and other developmental costs of PKR. 16.22 roillion is 
allowed as a maximum cap which is subject to adjustment at COD tariff based on the 
dóciheiitar evidence aid the lower of actual oi llo"vëdwill bokleted. 

• The cost of land acquisition of PKR 12.55 million  will be adjusted as per actual based on 
authentic documentary evidence at COD tariff. 

• PDO shall submit the request for adjustment in tariff within 90 days of issuance of this tariff 
- determination. 

Iridexation:  

• The O&M component of the tariff shll  be adjusted with local N-CPI (yearly averaged) on an 
annual basis. The first indexadon of the O&M component of the tiriff shall be done after I 
year ofiiatiflcadon of 1he tariff for ich  the reference average N-CPI shall be calculated 
based on 12 months' N-CP1 values prior to notification of this tariff determination and the 

t%R R 0 
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revised N-CPI shall be the average of 12 months values of N-CPI of the first year of 
noficaon. 

73. The order along with the reference tn-iff table as indicated in Annex-I are recommended for 
notification by the Federal Government in the official gazette in accordance with Section 31 (7) 
of the Regulation of Generation, Transmission and Distribution of Electric Power Act, 1997 

 

Authority 

     

Arnina Ahmed 
Member 

 

Mathar Niaz Rana (nsc) 
Member 

 

Engr. Rafique Ahmed Shaikh 
Member 

Engr. Majs8od Anwar Khan 
Member 
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REFERENCE TARIFF TABLE 

- 
lear 

O&M '1° 
Charge 

eziion 
irmestment 

Totil. 
- 

- :, . 

1 0.2569 0.5513 1.6265 2.4347 

2 0.2569 0.5513 1.5684 2.3767 

3 0.2569 0.5513 1.5103 2.3186 

4 0.2569 0.5513 1.4522 2.2605 

5 0.2569 0.5513 1.3941 2.2024 

6 0.2569 0.5513 1.3360 2.1443 

7 0.2569 0.5513 1.2780 2.0862 

8 0.2569 0.5513 1.2199 2.0281 

9 0.2569 0.5513 1.1618 1.9700 

10 0.2569 0.5513 1.1037 1.9119 

11 0.2569 0.5513 1.0456 1.8539 

12 0.2569 0.5513 0.9875 1.7958 

13 0.2569 0.5513 0.9294 1.7377 

14 0.2569 0.5513 0.8713 1.6796 

15 0.2569 0.5513 0.8132 1.6215 

16 0.2569 0.5513 0.7552 1.5634 

17 0.2569 0.5513 0.6971 1.5053 

18 0.2569 0.5513 0.6390 1.4472 

19 0.2569 0.5513 0.5809 1.3891 

20 0.2569 0.5513 0.5228 1.3311 

21 0.2569 0.5513 0.4647 1.2730 

LeveLized 

Tariff 
0.2569 0.5513 1.2362 2.0445 

2I /, 



REG ISTRAR 

National Electric Power Regulatory Authority 
Islamic Republic of Pakistan 

NEPRA Tower, G-511 Attaturk Avenue, Islamabad 
Phone: 9206500, Fax: 2600026 

Website: www.nepraorgpk, Email: info@nepra.orq.pk  

No. NEPRATTRF-l00fNotifications/ 3'4 L' November 14, 2023 

'l'he Manager 
Printing Corporation of Pakistan Press (PCPP) 
Khayaban-c-Suharwardi, 
!slamabad 

Subject: NOTIFICATION REGARDING 1)ECISIONS OF THE AUTHORITY 

In pursuance of Sub-Section 7 of Section 31 of the Regulation of Generation, 
Transmission and Distribution of Electric Power Act, 1997 (XL of 1997); enclosed please 
find herewith following Decisions of the Authority as per following detalil for immediate 
publication in the official Gazette of Pakistan: 

S. 
No. 

Decision Issuance No. 
and Date 

I. Decision of the Authority in the matter of Tariff Proposal Submitted by 33724-33728 
Islarnabad Electric Supply Company Ltd. (IESCO) for Procurement of Power 
from the 3.2 MW Rehra Hydropower Project located in AJK 

06.10.2023 

2. Decision of the Authority in the matter of Tariff Proposal Submitted by 33730-33734 
Islamabad Electric Supply Company Ltd. (IESCO) for Procurement of Power 
from the 3 MW Qadirabad Hydropower Project located in AJK 

06.10.2023 

2. Please also furnish thirty five (35) copies of the Notifications to this Office after its 
publication. 

End: 02 Notifications 

(Engr. Mazhar 1qal Ranjha) 

CC: 
I. Chief Executive Officer, Central Power Purchasing Agency (Guarantee) Limited, 

73 East, AKM Fazl-e-Haq Road, Block H, G-7/2, Blue Area, Islarnahad 
2. Sycd Mateen Ahmed, Deputy Secretary (T&S), Ministry of Energy — Power 

Division, 'A' Block, Pak Secretariat, Islamabad 
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