
TO BE PUBLISHED IN THE GAZETTE OF PA KIS TAN 
EXTRA ORDINARYPART-I -. 

National Electric Power Regulatory Authority 

NOTIFICATION 

Islamabad, the day of November, 2023 

çO 
S.R.O. - (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 3.2 MW 
Rehra Hydropower Project located in AJK in Case No. NEPRAIIPT-13. 

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 iq6al Ranjha) 
Registrar 
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DECISION OF THE AUTHORITY IN THE MATTER OF TARIFF PROPOSAL  
SUBMITTED BY ISLAMABAD ELECTRIC SUPPLY COMPANY LTD. (TESCO) FOR 
PROCUREMENT OF POWER FROM THE 3.2 MW REHRA HYDROPOWER PROJECT  
LOCATED [N AJK 

1. Islmabad Elecc Supply Company Ltd. (hereinafter referred to as the "Peddoner or IESCO) 
vide letter dated April 11,2022, submitted the trff proposal for the 3.2 MW Rehra Hydropower 
plant (hereinafter referred to as "the Project" developed by the Power Development Organization 

Board (hereinafter referred as "HEB") Azad Jnimu & Kashmir for consideration in. conformity 
with the provision of NEPRA (Tariff Standards & Procedures) Rules, 1998 and NEPRA (Import 
of Electric Power) Regulations, 2017. 

2. As per the tariFf proposal, the Project is located at Rehza, Tehsil and District Bagh, AJK (about 4 
km upstream of the confluence of Rerah Nuilali with Mahi river). The Project was developed by 
HEB in July 2014 which is now PDO and is currendyoperated and maintainedby PDO.. The 
plant is connected to a 132kV grid station at Bagh through an ilkY transmission line of 8 km and 

- supplies electricity to the Local Area of Bagh city and adjacent areas A leveUized tariFf of Rs 
3.377/kwh has been claithed for the instant Project. 

PROCEEDINGS.. 

3. The tariff proposal was admitted by the Authority, admitted on April25, 2022, and the salient 
features of the triff proposal were published in. daily newspapers inviting fflitg of replies, 
intervention requests, or comments. It was also decided to conduct a hearing on the matter on 
July'26,2022,at-10:00AM.'---- •--• -. ----- --- -- 

'4. Notice of the hearing was also published in the nadçnal newspaper on July 02, 2022. The tif. 
proposal as also uploaded on the NEPRA website for review by stakeholders In response to 
the noce of hearing, no Intervenuon request was submitted, However, Central Power Purchasing 
Agency Guarantee T imtted (CPPA-G) vide letter datedJuly 25,2022, submitted written comments 
which were forwarded to tlié Petitioner for 'the respOñè. The cbm±&itsof CPPA-G and the 
response of the PDO are incorporated in this deterrriination under the relevant issue. 

5. The hearing was attended by the representatives of IESCO, AJK Power Development 
-Organization, CPPA-G and other atakeholders Dnrrng thehearing, the Authozitydirecred JESCO  

-	 and PDO to submit the monthlyprogress status of interconnection and related transmission 
infrastructure so that power from these projects is procured thout any technical bottlenecks In 

..viewthereof, a letter.dated August 3, 2022, followed byaierninder letter dated October. 6, 2022, - 
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directing IESCO and PDO to comply with the directions of the Authority by submitting the 
monthly progress report henceforth. However, no response was submitted. 

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

ISSUES FOR HEARING 

7. Based on the information, documents and evidence avi1ble with the Authority, the issue-wise 
discussion and determination of the Authority is as under: 

Issue No# 01: Whether the plant Capacity of 3.2 MW and annual net generation of 18.510 
GWh claimed by the Petitioner are justified? 

Issue No# 10 Whether auxiliary consumption of 0.032 MW (1%) of the project, is justified? 

8. The Project Developer submitted the plant factor has been taken from the feasibility study report 
(part of PC-I) which is derived from the hydrology avai1ble in the Rerah Nullah. The calculations 
are tabulated below: 

Installed Capacity 3.2 MW 
Auxiliary Consumption (1%) 0.032 MW 
Net Capacity 3.168 MW 
Plant Factor 66.7% 
Gross Annual Energy 18.697 GWh 
Net Annual Energy 18.5 10 GWh 

9. CPPA-G submitted "The crpprovedfeasibiliEy  study has not been attached with the tariffproposal and neither 
the approval ofpanel of expert is attached Therefore, this office Li unable comment on the plant capacity and 
annualplantfactor. The Authority may look into the matter after reviewin,g the documents of POE. However, the 
Plantfactor prop osed by the project company is 66.7%, which seems to be optimal based on the fact that the plant 
ull be operated in the Take and Pay rgime". 

10. 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 
consumption in the case of 10.2 Ivi\V Jabori HPP, therefore, the auxiliary consumption for this 
Project may be aligned with Jabori HPP. 
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Decision of the Authority (3.2 M\\' Rehra Hydropower Project) 

11. In response to the comments of CPP.-G, PDO replied as "The feasibility study report being part 
of approved PC-I, has already been submitted to NEPRA along with the tf proposaL The 
calculations of annual generation have been submitted in response to the issues for public hearing. 

12. PDO further submitted that "the Auxiliary consumption is in-line with the allowable consumption 
to other hydropower Projects. NEPRA in its different tariff determinations to hydropower 
projects has allowed lOb  of auxiliary consumption". 

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 are 
considered for tariff calculations: 

Installed Capacity 3.2MW 
Gross Annual Energy 19.85 G 
Auxiliary Consumption 0.5% 

14. Based on the afo±ementioned parameters, the Authority has calculated the net annual energy of 19.751 
GWh with a plant factor of 70.81 % and the same has been approved. 

IssueNo#02 
Whether a construction period of 36 months is justified? 

15. In the tariff proposal, PDO has submitted that "36months of construction period was assumed at the time of 
dwelopment affeasibilify studj,  report. However, the construction work dependc on lot offactors e.g. availabilify offunds, 
enuironment etc. The folhnvins majorfactors contributed to the extension of the construction periock 

Mease offundsfrosn thà Goverj,th1t Ac the Piójed i;as ditelopeif throh thE fundins änder 

AnnualDevelopment Plan. The dehiy in the release offirndsfrom the 'ove rnment results in the delayed 

appointment of contractors. 

ii. The majorjlood in theyear 2010 also contributed to the extended construction period. 

iii Right of way — land acquisition was also one of the cballen&es faced by the department, which overall 

contributed to the construction period. 

16. CPPA-G vide letter dated July 25,2022, submitted "the Compay claimed the eonstructionperiodof36moi'tths, 
which is on the h:gher side. It is hghighted that the construction period ofsuch small hyde/project may be considered tq 
to24 months. Ac recent/y NEPRA has allowed the construction period of30 months in the case of 10.2 MW"Jabori 
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Decision of the Authority 43.2 MRhra Hydropower Project) 

HPP, which is double in ca adv and required more civil works. Therefore, Aiithori' mqy rationa/ise the construction 
period of the project". 

17. In response to the comments of CPPA-G, PDO responded that "the construction period has been approved 
under the PC-I (approved bji the relevant departments!Aiithori). The construction period ofbjdropowerprojects  does 
not depend upon the installed capad' but re/ales to the project coluponents and the eoraphical  location of the Project. 
In the recent determination 011.875  MW Shishi HPP has allowed 48 months of construction period". 

18. The Authority has considered the submissions of PDO with respect to the construcrion period and is 
of the considered opinion that the construcdon period of 36 months is closer to the construcdon 
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. 417.269 million claimed by the Petitioner is justified? 

19. In the tariff proposal, PDO has claimed Rs. 417.269 million as the total Project cost and the 
following breakup has been provide& 

Item Total (PKR Million) 
i. Civil Works 183.581 
ii. Electro-Mechanical Equipment 113.50 
iii. Land Acquisidon 11.50 
iv. Other Development Cost 42.857 
v. Transmission line 10.00 
Base Project Cost 361.438 
v. Interest During Construction 55.831 
Total Project Cost 417.269 

20. PDO ft]rther 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, seven (07) agreements for civil works were signed and 
executed with different contractors, the details of each lot contract are tabulated below: 

22. Regarding the civil works cost, CPPA-G 'vide letter dated July 25, 2022, submitted that "the 
Companj shared the cost submitted in the head of civil work, which includes escalations in each head covered under 
the civil works, w - uires some clarification from the Project Compaiy. However, it is pointed out that the 

(
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Decisionofthè Authprit 3.2 ivlW Reha Hydropower Project) 
' a IpT 

Contract Title (Civil works) Signing • Amount 
1KR) -

Million 

Contractor 
-----name 

-11.899. 

67.052. 

28.904 

46.555 

Ch;'Aslath & 
Co 

Project has a1ready been onznissionedand has ajina/iyd cost of dvii work, which needs to be substantiated, by 
docununta0i eiidence frs-built dran'ins,) vezjed by the third pari. Any escalation in cost óccirred due to a delay 
in conimissioning on part of the Conba;y ('PDO) or Contractor may not be aliowed in the project ostJbr tariff-: 
calculation. 

23. In response, PDO stated that the civil works cost is based on the agreements executed wth 
different contractors, the detcfls of which have been provided and were approved by the relevant 
government departments. " - 

24. Upon reviewing the contract documents submitted by PDO the Authority has noted that the civil 
works of the instant project have been divided into se en parts Further, the contracts for each 
category of civil works ha e been aarded through soliciting tender from eligible contractors and 
awarded to a contractor based on the lowest rates offered. The details of the contracts are tabuli  ted 
below: 

1: Cons trucdon of Diversion \Veir and 
Cénnecting Channel ': -. 
Cobs ction.df Power Chanel 
00-001)  
Cons truction of Power Chanel (RD 
70O1-Fbeb" 

c9cpnPf f ebay, spillway 
charinel & anchor blOcks  

Cade Créets 
'Assdciates: 

-Rawani. 
Construction 

Construction 
Company  

Sarwar & Co 

o 

17June 
2009 

25Jiine-. 
2O09 

:25th --April: 
2009 

.i28 Jly. - 
2009 

rnd1çfjy : 

2012 
Mr. Sardr: 

lyas 
29th 

November- 

Noveber 
2012 

Construction of protection wa 

:Construciion of approach road 

Total civil works 

:2.590 

--o.7oo 

25 The Authority ffterjsessmg the submitted documents noted that the c)imed ciil works costs 
of Rs 183 581 t-riillion. for the abo' e civil works are higher as compared to the contract price of 

— Rs 64 063 million and for the increase, no justification has been provided by PDO,justification - 
has been provided hether such deviation is owing to an escalation of cement, steel, labour and 



Deisiori of the Authority (3.2 MW Rehra Hydropower Project) 

fuel. For justifying higher costs, PDO has provided only a deviation sheet for each contract 

amounting to Rs. 19.52 million. 

26. The Authority upon reviewing the deviation sheet noted that out of the total amount of Rs. 19.52 
million, Ks. 16.16 million pertains to a change in the cost of civil works due to a variation in 
quantity and is not supported by verifiable documentary evidence, thus the same is not justified 

to be considered. Further, the Authority also noted that the remaining amount of Rs. 3.36 million 

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 price 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 Ks. 164.062 million 

as a maximum ceiling subject to adjustment at COD and the lower of actual or allowed will be 

adjusted. 

Electro-Mechanical Equipment: 

28. PDO in its tariff proposal claimed an amount of Ks. 113.50 million on account of the E&M 

equipment with the following breakup: 

Head Amount in PKR Million 

Details Engineering Desin/Drawings 2.50 
Supply & transporling of the complete set of electro-mechanical 
equipment for 2x'1600 kW Rehra HPP(On a Turnkey Basis) 86.11 
Erection/installation at the site 7.70 
Testing & Commissioning . 5,41 
Defect liability period (DLP) mm. 12 months 4.20 
Spare Parts of the equipment installed at the site 7.58 
Total E&M 113.50 

29. The Authority noted that for an O&M a contract was signed with Sarkar Energy I .imited on May 

22'', 2010 for an amount of Rs. 113.50 million which is 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. 
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inf th Authority (3.2MW Rehra Hydropower Proçct): 

30. Further, the Authority also noted in the contract that "the pe and qnantiy ojspqre parts siiggested by 
the supplier shall be ei'ciluated andftiial/y app ro ved by the Hjdro Electuic .Board (HEB) arnouintinS  to Rs. 7.575 
million" which means that this is not a final figure, however in the absence of any firm approval 
from the HEB, the samemay 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 0± Es; 7.575 million upon the provision of verifiable 
documentary evidence. 

31. In view of the aforementioned facts, the contract price after excluding the spare parts cost of Rs. 
7.575 million works out to be Rs. 105.925 million has been considered as a maximum cap with 
only downward adjustment as per actual based on the verifiable documentary evidence at COD 
adjustment. 

Land Acquisition: 

32. In its tariff proposal, PDO has claimed an amount of Rs. 11.5 rnillion on accountpf land 
acquisition nd stated that this cost includes compensation for houses, tre .nd croiffe Td  in 

the projectarea. 

33 The Authority has observed, that claimed cot with regard to land acquisluon is not substantiated 
by any documentary evidence Hoever, the Authority understands that the cost of land is an 
integral part of any project cost, therefore, the cost claimed by PDO amounting to Es 11 5 million 
is hereby allowed at this stage as a maximum ceiling subject to adjustment at lower of actual br 
allowed at COD duly substantial by verifiable documentary evidence 

S. No Head PKR Million 
I Custom Duties @5%  of FEC of E&M - 4.330 

L/&Charges&Taxes T 4.195 
PortCiea±arce&Trans.@2%ofF±CofE&M :i.732 

1::4 ±cti:inliation&cónisSionii*®5% of the equiprnentcost 5.621 -: 
PrbjetStaff* 'r: :.8490: 

6 ProjecErigieering&Management : 7.500 
7 Owner Administration 10.989 

Total Development Cost 42.857 
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Decision of the Authority (3.2 i\fV Rebra Hydropower Project) 

35. The Authors- noted that that cost claimed under the subhead S.No. 1,2, 3 and 4 of the E&M-
related equipment collecdvely amounring to Rs.15.87 million are part of the E&M contract 
therefore, claiming it again under the other development cost head is duplicarion and not jusdfied, 
therefore, the same is not considered. The relevant extract of the E&M contract is reproduced as 
under: 

Contract Price: 

'The total contract p/ice for the aboce-mentloized wor€s shall be Rc. 113,500,000 'Riipees One Hundred 
Thirteen Million Fire Hundred Thousand Onfy) as firm andfinal ámountfor the entire scope of n'orksiven 
in the tender document. The contract p/ice of 1 13,500,00 mi/lid,, is inchisive of all the costs and charges as 
cp/icab/e fees, customs duties, income tax/sales tax, lepies, impon'fees, port clearance char,ges, hand/iiz,g, local 
district taxes, octrol, insurance and such other incidental cha;es as ma) be app Iicablefor transportation, deliveij 
ofgoods equzpment and material! spare parts of the site." 

36. The cost claimed concerning the Project Staff by PDO in the taff proposal also is reflected in 
the PC-I of the project with the following breakup: 

Project Construction Management Structure 

- Staif Scae 
-. Emo1urrtens 

Poson 
. 

Montns 
Arnourt 

Prct Oicbr j 540 5 1400003 

2 Rst E'ur (Civil) 5-1.3 1 40030 30 1203300 

3 Asisnt Engraer (EI.ica) 5-17 1 33003 30 300000 

4 Jucr EnQneer (CM) 5-17 1 30030 30 900000 

5 SLb-Eire(Cw) B-li 2 19000 30 

6 Sb-Enine&(EIeccat) B-Il I 18000 30 540000 

7 Sub-Eniee:(Mechanca{) 5-11 1 18000 30 540000 

8 Coutaroprator 5-12 1 l3003 30 330000 

9 officeAssant!Acocuitant 5-14 1 15J 30 450000 

10 Driver 5-3 2 9003 30 460000 

11 S-I 7000 30 210003 

5490.000.00 

37. The Autho±y has relied upon the PC-I cost and the cost of Rs. 8.490 million has been considered 
at this stage as a 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. 

I 
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Decision of the Authoriry (3.2 MW Rehra Hvdropoer Project) 

38. The PDO has not provided any evidence/contract documents regarding the daimed cost of Rs. 
7.5 million for Project Engineering and Management Costs, however, the same has been 
reflected in the submitted PC-i document, therefore, the same is considered at this stage as a 
maximum cap subject to adjustment at a lower of actual or allowed upon the provision of the 
documentary evidence to the satisfaction of the Authority at COD adjustment. 

39. Regarding the Owner Administration Cost, claimed in the tariff proposal by PDO, has been 
reflected in the PC-I of the Project with the following breakup: 

S.No.. Description Rs. Million 
t Contingency ( 2 %of the cost of Civil Works 5.989 
2 Vehicles 5.000 

Total 10.989 

40. The Authority observed that the Project has already been constructed and operational and for the 
project at such an advanced stag, the .:Aithotity as not allowed the cost of contingency, 
therefore, the cost of conriiency is not justified and has not been considered, however, the cost 
of Rs. 5 miii on claimed for the vehicle's is èonsidered at the stage as maximum cap may be 
considered 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. 

41. Rcapiruhting the above the following is the summary of the assessed deve1optrent cost. 

JKR 
Million 

çustom Duties @5%  of FEC of E&M 
L/C Charges &Táxes 
Port Clearance & Trans. @2% of FEC of E&M 

S.490. 
Project Engineering & Management  
Owner Administration 

Total Development Cost 

Tssue # 04 Whether Transmission hule cost claimed for 10 kin line as aparr of-the 
generation tariff as justified 

42.Iiitrtariff proposal, PDO requested Rs. 10.00 million to:beincluded :as part of the project's 
capital expenditure, specthcalh for the cost of the Transmission Line PDO stated that this 
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Erectioi, instalhtion & commissioning @5% 
thee4uipthentost 
Project Staff 

6 7300 
- 5 
20.99 
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Decision of the Authoritv.2 M\V Rehra Hydropower Project) 

transmission line \VS developed solely for this project, and therefore, its cost should be considered 
as part of the overall project cost. 

43. It is important to note that in recent cases involving hydroelectric power projects (HPPs), the 
Authority did not allow the inclusion of transmission costs in the project cost for HPPs whose 
licenses are granted solely for generation purposes. A separate license may be required for the 
transmission business, and therefore, the costs associated with transmission cannot be made part 
of the generation-related cost of the project. However, the Authority has observed that PDO 
developed the instant project in 2014, and an 11 KV transmission line has already been constructed 
for injecting electricity into the IESCO grid through a Common Delivery Point (CD?). The 
Authority acknowledges that PDO is a government entity of the Government of AJ&K, which 
falls outside the jurisdiction of Pakistan. Therefore, the requirement of obtaining separate licenses 
for generation and transmission may not apply to PDO's projects. Considering this, not allowing 
the already incurred transmission line cost may deprive PDO of a legitimate expense. Thus, the 
Authority has decided to provisionally allqw the claimed cost of Rs. 10.00 million for 11 KV 
transmission line, serving the purpose of ttansmiting power from the Rehra and Qadirabad 
hydropower projects. However, this provision1 cost will be considered as the maximum cap and 
will be subject to adjustment at a lower value based on the actual or allowed cost, upon the 
submission of appropriate documentary evidence to the satisfaction of the Authority at the time 
of the commercial operation date (COD) adjustrnen.tf. 0 

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

S.No. Description Claimed 
Rs. 

Million 

Assessed 
Rs. 
Million 

I - Civil Works . .183.58 164.06 
2 E&M cost 113.50 105.93 

.EPC cost 297.08 269.99 
3 Land Acquisition 11.50 11.50 
4 Otler Development Cost 42.86 20.99 
5 Transmission line Cost 10.00 10.00 

Total Project Cost 361.44 312.48 

Issue No: 04 # Whether the claimed IRR of 17% on equity is justified? 
Issue No: 05 #Whether the cost of debt claimed 9.15% and indexation thereon due to 
variation on 6-month KIBOR is justified? 
Issue No: 06 #Whether a 20-year debt repayment term is justified? 
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Decisionof the Authority (3.2 MW'ReFxrâHydropower Project - 

Sources of Finances: 

45. Since the above issues are related to the cost of capital, therefore, for ease of decision malting 
these are clubbed together. 

46. Here, it is important to highlight that PDO in its tariff proposal submitted that the Project has 
been entirely funded 'from PDO sources through Annual Development Fund (ADP)-GOAJK. 
The Project Developer further stated that for tariff computation, the Project cost has been 
bifurcated into debt (75%) & equity (25%) based on NEPRA (Benchmarks for Tariff 
Determination) Guidelines, 2018. 

47. PDO submitted that "the Project was commissioned in 2014. The IRR applicable at thatyarfor/ydropower 
projects is 17%. The precedent ofAuthorij is avaihible in the case of PEDO for 36.6MW DaralKhawar HPP 
decision datedJu/y 05, 2022. The Aietboriy has allowed the same i.e. 17% 1RR PKR-based return. The decision 
statef 

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

48. CPPA-G submitted that"the Cot'rpany has claimed the 17% IRRfor return on equity and return on eq:1iy 
duñng construction. It in high/ighted that the Cabinet Committee on Energy (CCoE) in it meeting bela' on 4iigusl 
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 indexation. Furthermore, keeping in view the government decision, the Aiithoñy 
has allowed the retunz of 10% in the case of PEDO projects. Therefore, the return of the PDO project may be 
a1gned with the CCoE dedsthn and ilready app roved tariffi ofAutho forp incial <government hydropower 

.planti' _ 

49. 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 specificalLy  IVAPDA /?ydroekct/ic, GENCOs, 
and Nuclear Power Plant. The ROE must be hzgher than the interest on local cumncy long-term bonds, which is 
approx. 13.554% for 20 years, to incentives to invest in developing local hydropower resources. Furthermore, the 
Auithony has increased the ROE from 10% to 13% in recent determinations of 40.8 MW Koto HPP, 11.8 
MJVKaivra HPP, and 10.2 MWJabori HPP' 

• - 50:Regarding- the debt-repaymentpeziod PDO-in•-the4ariff--proposal-hasrequested debt -servicing 
components for 20 years periDd and with regards to the cost of the debt has stated that "since the 
project was commissioned in Ju/y 2014, therefore the 6-month KIBOR (10.17%) as ofJuly-20  14 has been 
applied." Further, PDO has also requested .KIBOR indexation according to the NEPRA 
mechanism. - • - - 
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51. In addition to the above PDO has claimed interest during construction (IDC) and return on equity 
during construction (ROEDC) for 3 years (36 months). 

52. CPPA-G submitted that "Since the PDO is entireyflnam'iig the Projectfrom its own sources ('ADP-GOAJK,) 
and using an opportuni' cost offimd. therefore, instead of c/aimed rate, the interest rate may be raiionaIied to 
SBP financing schemes available to renewable eneigy at a flat rate of 6% for debts. It is a/so siested that debt. 
equii shall be app roved in the range of 80: 20 instead of the assumed debt: equity ratio of 75: 25 by the PDO in 
order to pass on the relief to electrici' consumers. 

53. in response to comments of CPPA-G, PDO submitted that "the interest rate ofSBPflnancing scheme 
is on/y applicable to projects who have ecuredfinancing fiwi; the SB]'. The Project was executed before the SBP 
financing scheme therefore, the interest rate of SBP financing is not applicable. Moreover, the NEPRA tariff 
,guidelines 2018 allows the 2.5% spread over KJBOR, in light of this the c/aimed cost of Debt is already in 
reasonability". 

54. CPPP.A-G also submitted that "according to the benchmark for Tariff Determination guidelines, 2018 issued 
by the Ai!thori)i, in case of renewable enery  projects eligible for securing debt financing tinder the revised SBP 
financing scheme for renewable enei', debt rep yment period shall not exceed 12,years ". 

55. In response to comments of CPPA-G, PDO responded that "Since the Project does notfall under SBP 
financing stheme, the repayment period as per SB]'financing is also not applicable. 

56. It was observed that in the tariff proposal, PDO has claimed interest during construction, return 
on equity during construction, return on equity and debt servicing components, however, no 
details/agreements of the funding sources have been provided, therefore, IESCO/PDO was 
asked vide Authority letter dated November 28, 2022, to provide documentary evidence of source 
of fund (debt/equity) including the cost of debt, tenns of loan etc. If', the fund provided for the 
Project is not going to be piiid back, then justify why the cost of debt/equity should be allowed 
and for what purpose? 

57. PDO in response submitted that PDO has been established through an Act passed by the 
Legislative Assembly of the Azadjammu & Kashmir and among others one of the functions of 
this organization is to construct, maintain and operate the powerhouse, grids, rnicrogrids and 
transmission lines connected with the powerhouses. Thus the Reh.ra hydropower project is 
constructed by the PDO from the funds provided by the Government of AJK and selling 
electricity from these power plants will enable the PDO to be self-reliant by earning revenues 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 
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Decision of the Authority (3.2MW Rebra UropbwrProject) 

adminisrzarive expenses and salaries and further stated rht any/all revenue generated through the--

sale of O\ er, and water use cha:ges are credited to this ftitd The amount avaJable in the Fund 

may be then invested after obtaining the appto' al from the Board, if not required for immediate 

expenditure in any of the securities. PDO referred to Chapter VI of its Act which deals with the 

funds of the organization. The relevant provisions of the Act regarding the Fund are as under: 

2. Fend.- (1) There sta! be a f.r.ti to be knci, as the Fund of te Oreñizaiion vsed in the 

Organze.oa writh sha! ce .,ffized with tre apc'af or B o ocet eres n coqecIci wt 

ts furcftcns urre li'e ct, rcuthna tte peyr,ert cc sal:nes a'd ct!'e' remnra c-rib to The 

Meracin Dt.&cr Cfflc-s ard ervpcfees of J-e Orrioacr 

(2) The .id sI ccnsst c 

(1) grana rraa by the Government ircudic the Federat G3/ernrne 

(b) !car octaed cram the Gernen the Fe'ierat 'rnent: 

(c) grants made by local bcdtes as requ red by ie Gover Tent 

(d) sate proceeds ci bonds ss'iec under the authcrit of he C-o'erriirent 

() tcen obtaied by the Oonzat.cn f cm conineJ barl.s Cr ar'. c .er scuce 

(I) lore gi loans 9ran15 or aij c4I'r racicial aee&arce bained eid 

• - (g) revenue through sale of power generated water use charges, other than ftang-ia 
• - - D iand rsumseyUOacn. - - 

3) -The gzon may kepmoce'inany schedted bank or the Bank of Azad Jermu 

and Ka-thr' cia Marion Sevtrc Cerifre th the approv or the Boad. 

- ;(4) 4liirir. s'b-sectcn (3) sial! deere to preclude th Qrenizedon fr:rn kwesUng 

— -zny r' roneys 'la ae noLLuLd c r cc rc.uewarycf 

decrThed in echon 20 ct the mists .4JB2 (AcULci), as ?daptJn fac Jammv and 

or placing them a'. a 5xed pceith a ieR1bk 

or a Neiirai SaMc Cenfrith the piovecf the Board. - - 

The Boac thail endavcr to pirote psate sedcrin the generaon. imisston end-

&tnbitioii at Power. For ths prposeit may sponsor. promote or loin pdvats t1mi1e4 Cempanres 

ir.comoratect and estcibrthed urdar the Ccrca,es Act, 194 (XiVII of 14). ei anfc-:cad in 

zad Jerr,mu ar1d Kasimr. - 

(6) The Board may aia-3 permit the.Qrganizaln to bin, crcmote, s:cnsc-c or ir.ccrpcsate 

pcltiad Cccrçenas inci;e-d in the ecacn, -&ricaiOn and dsucn c pcvam 

- (7) -Ic cin other sacrj or ccccze bces. wcived in te ,eraticr tra risTcn and - 

Tic of pcwel 

8 Regarding the justification of claiming ROE, ROEDC, Debt and IDC, PDO submitted that the 

tariff proposal of the project is ubmitted uider the NEPRA import regulatiohswhich 5pi)to  

the import of power from the territories outside the jurisdiction of Palststan, therefore, the PDO- 

-- - .- - - - Page1319 



I4iLi1 

Decision afthe uthority (3.2 MW Rehra Hydropower Project) 

AK shall be treated an independent power producer and accordingly, ROE, RQEDC, IDC and 
debt repayment as allowed on a cost-plus tariff be allowed. 

59. 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 vfW 
Birrnogh Gol HPP and 1.875 I\IW Shisbi HPP projects where finances were not received from 
any bank or financial institutions, the Authority has determined the tariff on the Weighted Average 

cost of Capital (WACC), by induding 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. 

60. The Authority considered the assumptions made by PDO regarding the bifurcation 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. 

61. 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 vhichwould cover the 

associated risks. The Authority is also of the view that .an appropriate rate of return on equity twill 

allow for harnessing the local resource. This will not only address the issue of energy security but 

will address the adverse impact of climate change expectedly by replacing imported fossil fuel-

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 was also allowed in the case of the 1.87 5 MW Shishi Hydropower 

project of PEDO, for which public funds were uri1i7ed. 

62. Further, the Authority has noted that since PDO is under no obligation of paying interest to the 
lenders, however, keeping in view the opportunity cost of funds, a rate safeguarding the interest 

of the consumer as well as the Project Developer will be fair, therefore the average KIBOR rate 

of 8.715% which based on average values of the 3-month KIBOR rate for the last nine (9) years 

starting from August 2013 to July 2022 has been considered which will remain fixed without any 

KIBOR vaflatlons. 

63. 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. 
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64. The Authority noted that the instant.Project, PDO has claimed a tariff for 30 years from the COD - 
period that is from July 2014, however, the tariff proposal for determining the tariff has been 
submitted after -a gap of 8 years. In a similar delay tariff submission case of Shishi HPP- which 
applied for tariff after a gap of 12 years, the Authority allowed tariff for the remaining peridd of 
18 years. Therefore, the Authority has decided to approve the tariff for the instant Project for the 
remaining 22 years after excluding the 08 years. 

65. However, the Authority in the case of other similar liydropower projects has not alldwed the 
reco err  of assets through the remaining penod due to the reason as a penalty, for not timely 
approaching Regulator for approal of the tariff Hoeer, in the instant case, the Authority has 
noted that the situation is different as the Project is located in the territory of AJ&K 'hich 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 [ESCO 
multiple times and even approached NEPRA for determination of its tariff as the following 

::chronological order of events•  :.teveals: 

S.No: Description 

:PDO, approachedIESCQ for the intercônnectipn .: July 25;2013 

Aermeetings and co ondepçes and as er the May .30, 2Q15 
requisite of IESCO PDO conducted the 

:pcjonstuciy rogh a COnsu1tnand - 
submitted to IESCO 

.:Upoii the request .f P00; JESCO. approached: April25, 2016.: 
NEPRA to seek guidelines for the Purchase of Power

- 

PRA responded to.procèed in .accordancè:with -May23,2016': 
IPPR-2005 

IESCO approved the Interconnection Study on 

IESCO submitted the Power Acquisition . Request to- June01; 2017.. 

TTP  
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Decision Of the Authority (3.2 MW Rehra Hydropower Project) 

8 NEPRA returned the PAR with the direction to January 10, 2018 
resubmit the PAR under the IPPR -20 7 as IPPR-2005 
are no longer relevant. 

9 IESCO required PDO to submit the tariff proposal September 12, 2019 

10 IESCO submitted the tariff proposal to NEPRA April 11,2022 

66. 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? 

67. In its tariff proposal, PDO submitted that "The O&M cost of PKR 5.0 16 million per annum, as of2008, 

has been taken in the tariffproposal. The cost is taken from the approved cost tinder PC-I. The cast claimed is 

already much less thai, the already approved O&iVI cost to other HPPs. The indexatioizs be allowed to the O&.M, 

as being allowed to other HPPs. 

68. CPPA-G submitted that 'The proposed costfor operation and maintenance of the plant may be rationrlied 

with the O&M cost allowed I NEPRA to other comparable hydropower projects. According Jo the Aiithoriys 

guidelines for the selection of operation and maintenance confractors by generation companies, the petitioner should 
conduct a tranparen1 and competitive bidding process for the selection of an O&M contractorfor this project with 

the approved cost as a ceiling 

69. The Authority considers the submissions of PDO and is of the opinion that the claim ofPKR 5.016 
million for the operation & maintenance of the plant is reasonable and competitive, thus the same has been hereby 

approved. Regarding the indexation, the following mechanism has been approved. 

Indexation: 

The O&M component of the tariff shall be adjusted with local N-CPI (yearly averaged) on an 
annual basis. The first indexation of the O&M component of the tariff shall be done after 1 

year of notification of the tariff for which the reference average N-CPI shall be calculated 
based on 12 months' N-CPI values prior to notification of this tariff determination and the 

revised N-CPI shall be the average of 12 months values of N-CPI of the first year of 
notification. 
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Deision of the Authorit (3 2 M\ Rehra Hdropoer Project) 

Issue No: 08 

Whether IESCO or CPPA-G will be responsible for the payment/settlement mechanism 
in the instant case? 

70. PDO submitted that, the tarjffprop osal has beenfiledthroigh IESCO under / eNEPRA Import of.Electric 
Power Regula'ionJ, 2017 IESCO has agreed to pun base the poitierfrom the plant as meirnoned in their Boaid 
appioval dated 2504 2017, proinded along with the tariff proposal Further, NBPRA in its letter No 
NEP&4/C'onsu/ ('Hjdro)/TRF 100/Hjdel/ 7086 88 dated Mqy 23,2016, addressing to IESO stated that 
An Eneigy PunhaeAgreenent maj be drafted which incoiporates the agreed/proposed tanff along un/h the rights 
and ob1iga11ozs of both'parties". 

71. Cl?PA-G  submitted that "regading the signing of EPA by IESçO or CPPA-G, it is submit/ed that 

Aiitbony u'S' letter dated !vIay 23, 2016, responded to JESCO, "there wodid be no rok of CPPA-G in the 
rnstant &zrern the signing ofthe EPA and in approaching NEPRAfor approt'al s'nce the DISCOs are authoned 
to et IPPAs/EPAs as pir NEPRA trues aid 'ej:lation "Furthermore, fte themmentement of 
Market Operations, whzh is r.pec*d in nearfuture, DISCOs will sign the con tract directiy Therfore, it: c more 

ratefor IESCO to enter into the contracts with the P.DOfor the sa:dprojet oras decided bj the Anthorzv" 

briry has noted that [ESCO didn't submit an written observations/objections. 
erefore, it is eWLcted  that IESCO i to sigi the contract and will be responsible for 

payment/settlement. Hovecer, the Authority is of the view that [ESCO and PDO may settle the 
issue ofettiernent of payment at the time of signing the PowerAcquisition Contract which shall 
be submitted to the Authority for approval- - - - -. - 

3 The Authority, in the eerc1ce of its powers under Regulation 4(3) of the NEPRA (Import of 
Iectdc Poe) 1egu1aons, 2017, has dcid'd to aróv' the folio iigthte avid teims and 

condidon for the import of power bytsiainabad Electric Supply Company (th.SCO) from 3.2 
MW Rehra hydropower project of PDO. r'flER /? 

Leve1ied tariff works Out to be PKR 20671/k\Vh. 

ECóst 6fPKR. 269.99 million has been approved. 

-Land Acqtiisition cost ofPKR.115:miJiioahas been approved.i 
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.Deciion of the Authority (3.2 M' Rehra Hydropower Project) 

• Other Developmental Cost of PKR. 20.9 million has been approved. 

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

• \VACC of 10.54% has been allowed based on the KIBOR rate of 8.715% and ROE of 16%. 

• The reference tariff has been calculated on the basis of net annual benchmark energy 

generation of 19.751 G\h for an installed capacity of 3.2 MW. An auxiliary consumption has 
been restricted to 0.5%. 

• This tariff is limited to the extent of net annual energy generation of 19.751 GWh. Netannual 

generation supplied during a year to the Power Purchaser in excess of benchmark energy of 
19.75 1 GWh will be charged at 10% of the prevalent approved tariff 

• O&M cost of PKR 5.016 million per annum has been approved. 

A construction period of 36 months has been approved. 

• The tariff will be valid for 22 years and shall be applicable from the date of notificadbn of 

tariff determination. 

• The tariff is based on Take & Pay. 

One-Time Adjustments:  

• The EPC cost of PKR 269.99 million and other developmental costs of PKR. 20.99 million is 

allowed as a maximum cap which is subject to adjustment at COD tariff based on the 

documentary evidence and the lower of actual or allowed will be considered. 

• The cost of land acquisition of PKR 11.50 million will be adjusted as per actual based on the 
documentary evidence and the lower of actual or allowed will be considered. 

• The Transmission Line cost of PKR 10 rriiiion is allowed as a maximum cap which is subject 

to adjustment at COD tariff based on the documentary evidence and the lower of actual or 
allowed will be considered. 

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

I8/2o 
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Engr. Maqsood Anwar Khan 
- Member 

Decision of the Authority (3.2 MW Rehra Hvdropover l'rojec 

Indexation: 

• The O&M component of the tariff shall be adjusted with local N-CPi (yearly averaged) on an 
annual basis. The first indexarion of the O&M component of the tariff shall be done after 1 
year of notification of the tariff for 1ich the reference average N-CPI shall be calculated 
based on 12 months' N-CPI values prior to notification of this tariff determination andthe, 
revised N-CPI shall be the 'average of 12 months values of N-CPI of the first year of 
notification. 

74. The order along with the réferéncetariff table is recommended fornotiflcatiôn by the Federál 
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 
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}ear 
O&-M 

Depredation 
charge 

Return on 

In'esçment 
TOtai 

PR/kWh 

1 0,2540 0.5394 1.6669 2.4602 

2 0.2540 0.5394 1.6101 2.4034 

3 0.2540 0.5394 1.5533 2.3466 

4 0.2540 0.5394 1.4964 2.2893 

5 0.2540 0.5394 1.4396 2.2329 

6 0.2540 0.5394 1.3828 2.1761 

7 0.2540 0.5394 1.3260 2.1193 

8 0.2540 0.5394 1.2691 2.0625 

9 0.2540 0.5394 1.2123 2.0056 

10 0.2340 0.5394 1.1555 1.9488 

11 0.2540 0.5394 1.0987 1.8920 

12 0.2540 0.5394 1.0418 1.8351 

13 0.2340 0.3394 0.9850 1.7783 

14 0.2540 0.5394 0.9282 1.7215 

15 0.2540 0.5394 0.8713 1.6647 

16 0.2540 0.5394 0.8145 1.6078 

17 0.2540 0.5394 0.7577 1.5510 

18 0.2540 0.5394 0.7009 1.4942 

19 0.2540 0.5394 0.6440 1.4374 

20 0.2540. 0.5394 0.5872 1.3805 

21 0.2540 0.5394 0.5304 1.3237 

22 0.2540 05394 0.4736 1.2669 

Levelized Tariff 0.2540 0.5394 1.2737 2.0671 
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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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