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National Electric Power Regulatory Authority

NOTIFICATION

.

Repia;

> 5
g S,

Islamabad, the 05% day of October 2026

S.R.O. / é?4’(1)/2026.- 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 dated August 07, 2026 along with
Annex-1 & Annex-II and Note of Ms. Amina Ahmed, Member (NEPRA) in the matter of
Commercial Operations Date Adjustment of 102 MW Gulpur Hydropower Project located at Kotli
District , Azad Jammu & Kashmir.

2 While effecting the Decision, the concerned entities including Central Power Purchasing

.

Agency Guarantee Limited shall strictly comply with the orders of the courts (if any)

notwithstanding this Decision.

(Wasim Anwar Bhinder)
Registrar
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DECISION IN THE MATTER OF COMMERCIAL QPERATIONS DATE
FMUSTMINT QF 102 MW GULPUR EYDROPOWER PROTECT LOCATED AT
TOTLI DISTRI TAMMT & KASHMIR

Introduction
{. Mirz Power Limited (hereinafter refeered to as “MPL”, ot the “Company™), a subsidiary of Korean
South East Power Co. Ltd. (*ICOEN™), is an Indep=ndent Powes Producer, which has setup 102
MW ran-of-river Guipur Hydropower Project (hereinafrer referred to as the “Project”) on river
Poonch, ia District Muzaffarabad of Azad Jammu & Kasheic (AJ&K). The Project has been
developed under the Government of Pakistan's Policy for Power Generation Projects 2002
(hereinafter referced to 2s the “Power Policy”) oz 2 Build Own Operste-Transfer (hereinafter

“BOOT™ basis with a concession pedod of 30 years.

KOEN, 2 leading generatior. compaay of Kozea, holds 76%, DL Holdings, 2 major cons truction
compaay of Korea, holds 18% and Lotre, 2 leading general contracting company, holds 6%
shareholding 1 the Company.

Feasibility Staze Tanf
The Projec: sponsors wers issued 2 Letter of Intent (LOT) by the Prvate Power Infrstructure
Bozzd (hercinafter reférred to as “PPIB™) on Macch 12, 2005, for the development of
approximately 102-MW Gulpur Hydcopower Project. The FPIB appointed Panel of Experts and
approved the Feasibility Study of the Project on May 10, 2006. The then National Transmisston
and Deaspatch Company Limited- (now Natonal Grid Compaay “NGC") negotizted a tariff of Rs.
4.2785/k%h (US cents 5.4158/ i:‘éﬁ’h) with the sponsors based on estimated project costs s per
the Feasibility of the project. As per NGC, PPIB issued 2 Lettar of Support (LOS) to the Compary
on April 27, 2010, 1o chieve the Financial Closing of the Project. However, the Compsny could
aot achievs the Financial Close in the stipulated period and the validity of the LOS was exteaded
' muitiple times stace thea. Mzanwhile, = South Korean Consortium comptising Korea South East
Powes Company, Sambu Construction Company (Sambu), Lotte Engineering & Constzuction
(Lotte) and STX Constuction Company (STX) (hercinafter collectively referred ‘to as the
“Sponsors”) expressed their desire to acquire MPL and approached PPIB for such acquisition. As
per NGC, the PPIB also issued the “No Objection Letter” to the New Sponsors to acquire the
Project with certain conditions including the satisfaction of pre-quzlification criteria on December
19, 2012 ’

4. In terms of reguladon 4 (i) and (¥) of NEPRA Interim Power Procurement (Standacds and
Brocedure) Regulations, 2005 (hereinafrer seferred to as “IPPRs™), NGC filed 2 request with
NEPRA for the granc of permission for power procurernant and approvai of an advance tadiff
undes IPPRs, T 10-2-2009, permission was granted to NGC for power procurement from the
Guipur Hydropowsr project a2 an apinrov:d advance tariff based on the feasibility of Rs.
42785/ kN0 (US ¢ 5.4158/kWh at reference exchange rate of PKR 79 pec US dollar) vide decision
of the Authority dared Februacy 10, 2009, ‘
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EDC Stage Tariff

. As per the requitement of Regulation 5 of IPPRs 2005, the NGC filed a request for approval of

the Powar Purchase Agreement (heceinafter referred to as the “PPA") for power acquisition from
102-MV Guipur Hydropower Project under IPPRs on a BOOT basis. for a period of 30 years
from Commercial Operation Date (hercinafter “COD”) exclusive of 4 years of construction

pariod.

. ‘The Authority, vide decision dated August 03, 2015, approved levelized tariif of Rs.9.4617/kWh

(US cents 9.0241/kWh, at reference US§/PKR exchange rate of Rs. 104.85/USD) and tadff
adiustments and indexadon as applicable 1o other hydropower projects along with directions to
Central Power Purchasing Ageacy (Guarantee) Limited (hereinafter referred to as CFPA-G) for
submission of amended/revised Power Purchase Agreement for approval of the Authority.

. Subsequeatly, the Authority, vide decision dated October 28, 2015, in exercise of its powers

contained in Regulation 5(6) of the IPPR, decided to approve the revised/amended Power
Putchase Agreement dated September 03, 2015, duly signed between the CPPA-G and the MPL
for procurement of power from 102-MW Gulpur Hydtopower Project, at reference negotiated
tariff of US cents 9.0241/kWh levelized over a pedod of 30 yeats starting from the Commercial
Operation Date (COD) of the project and other terms aad conditions, indexations and cost
escalation of civil works, bilaterally agreed between the partics.

. The summary of reference project cost allowed to MPL as per the approved PPA dated October

28, 2015, 15 as under:
Cost headings Reference 2;?]'?93 Cost
(USD Million)

EPC Cost 235.90

| Civil works cost 150.20
Electrical & Mechanical works — 84.21
Architectural works 1.48
Non-EPC Cost 58.02
Custom Duty 3.60
Insurance During Construction 4,72

' Feasibility & Technical Studies 2.00

Fbroiect Advisors & Agents e R

| Administration 7.24 ]
Owner's Engineer T 9.00
Engineering & Design Cost 9.10

[ Management Supervision e 3.00
Re-opener Verdfier /Independent Engineer 0.36
O&M mobilization cost 224
Lenders' Financing Fees & Charges 647
Environmental Costs 1.61
Rescrdement & Rehabitaton Costs 3.96

[ Interest During Construction 23.70 ]
Total Project Cost 317.63
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9. The summary of the reference tariff 2s per e approved PPA dated October 28, 2015, s as under:

Reference Compenents Reference (Re./kWh)

Vadiable O&M (Local) T 0.0441

' Water Use Charge - 0.1500

T (Rs./EW /M)

Fixed O&M (Local) 155.7487
Fixed O8M (Foteign) 190.3595
Insurance 132.6762

| ROE (1-12) 1,168,0420
ROE (13-30) ‘ 1,241,601
ROEDC 267.1510
Debr Service (1-12) 2,349.8035

| L Rs./EWh) -

Tadiff (Rs./EWh) for 1-12years 11.0715
Taziff (Rs./kWh) for 11-30 years 5.2643
Levelized Tariff (Rs./kWh) B 9.4612
Levelized Tasiff (US Cents./kWE) 5,0241

Modificati f EPC S Tasiff

10. MPL, through CPPA-G, filed 2 Tariff Modificaticn petiton to madify NEPRA's decision
cegarding its 102 Guipur Hydropower Project dated October 28, 2015. MPL subrnitted that it was
facing severe liquidity problems as its taiff was locked at 104.85 while debt payment was due ar
the prevailing FX rate which was in the PKR 150 raage. Furthermore, MPL contended that the
COD adjustment will be time consurning therefoce, 4 relief may be graated.

11. The Authority vide decision dated March 9, 2021, modified the EPC stage tadiff on an iaterim
basis by adjusting the relevant components of the tasiff on accouat of applicable exchange rate
variations based on the exchange rate of PKR 158.25/USD (insread of 104.85) which was the
exchange rate of the day of COD, i.e., March 10, 2020. This deciston was made at the request of
MPL.

12. The Authority accordingly indexed the relevant components of tariff at 158.25 FX rate which was
subject to adjustment at COD.

COD Application

13. MPL submitted that it has achieved COD on March 10, 2020, as notfied by CPPA-G, vide letter
no. CTC (CPPA-G)/DGM-R 80172-75, dated April 20, 2020, CPPA-G submitted the application
for sdjustment of celevant components of its tadff ac COD through letter No.CEO(CPPA-
G)/DGM-R/2659-61, dated February 08, 2022, but no supporting documentary evidence was
submitted. Accordingly, NEPRA, vide letter dated Apail 25, 2022, returned the COD application
with instructions to CPPA-G to resubmir the application with complete supporting documentary

evidence.

14. Accordingly, CPPA-G submitted supporting documentary evidence on May 11, 2022.
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15. The Authority noted that the COD stage tariff model submitted by MPL assumed the entire

project cost to have been incucted at the exchange rate of Rs. 158.25/USD), which is not a correct
interpeetation, as the modification of tariff vide decision dated Macch 02, 2021 was 4 temporary
relief granted to MPL and all subsequent discussions in this decision with regard to the reference
exchange rate are based on the reference rate of Rs. 104.85/USD.

Construction Start Dats

16. Ttwas observed that the Required Commercial Operations Date’ (RCOD) defined in the approved

PPA 15 48 months following Financial Close (FC). The relevant exteact of the definition of RCOD
from the PPA is reproduced below:
“Reguired Commerdial Operations Date™ - The date that is forty-sight (48) Months following the date on
which Financial Clasing occurs, as such date neay bt exstended porswant ko Section 6.5 or Section 8.1 (&} or by
redson of @ Forvt Majeure Event or due to ron-availability of water within Technical Limits.

7. The Company informed that the FC of the Project was achieved on October 30, 2015 and if 48

months approved construction time periad is added, the RCOD works out as October 30, 2019.
The MPL also assumed the consteuction pesiod from FC therefore the same is being considered

s & construction start date.

18, The 2ctual COD however was achieved on March 10, 2020. There were delays in achieving RCOD

some of which wete due to force majeure eveats which are discussed in the proceeding paragraphs.
The key dates/milestones are tabulated below:

i T Events Date -
Financial Close (FC) notifiad by PPIB October 30, 2015
Notice to Proceed by MPL to EPC November 04, 2015
7% of Capital Cost November 19, 2015
ARowed construction period as pex PPA 48 months from FC

[ Actual construction period 52 Months & 10 days
Required COD date | October 30,2019
Actusl COD datc o March 10, 2020

[ “Allowed Extension in COD under CPPA-G 65 dags
Actual Extension in COD (from RCOD to Actusl COD) | 132 Dags
Dags compeasation ot claimed 67 (132-65)

Co ion Period

19, MPL submitted that the Project encountered several force majeure events ducing the construction

phase which sedously hampered construction activities and resulted in an unavoidable delay of
approximately 4 months. These included two major flood events in 2016 and 2017, a specific [ED
threat by cross-botder agencies in 2017, countrywide road blockages due to religious sit-ins, an act
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24.

of war situation in February 2019 asisinz from the violation of Pakistani airspace by Indian aircraft,

and the outbreak of the COVID-19 global pandcmic in December 2019.

MPL farther submitted that the Project achieved COD on March 10, 2020, notwithstaading the
aforemenrioned force majeure events (hereinafter referred to as “FME"}. As per the Company it
was enteled under the PPA for extension in the RCOD on account of Force Majeure Events
(FME), which amountzd to 132 days, the Power Purchaser granted an extension of only 65 days.
The additional costs incurred by the EPC Contracter on account of force majerce mitigation were
claimed from 2nd paid by the Company; however, the same hawve been bome by the sponsors
without any impact on the tariff.

MPL shaced CPPA-G's Jetter dated April 27, 2021, addressed to MPL, wherein CPPA-G accepted
and approved the undertaking of MPL and Other Force Majeure Events in the instaat case as
follows:
The CPPA-G Board of Directors bas been pleased to aecept and approve the underiaking and
the Comspany's varions claims of Otler Force Majenre Events curnlatively ap to sixly-five (63)
Days. Awsrdingly, the RCOD. under the PPA shall be ireated 25 extended by sixty-five (65)
Days.
It view of the above, CPPA-'s invoice for lhiquidated dammager stands revised accordingly and
the terms of the undertaking have been aceepred as in full fores and effest.”
Subsequently, CPPA-G, vide letter No. DGMT-C/GEN/11201-04, dated June 29, 2022,

addgessed to NEPRA submitted that CPPA-G allowed FME of 65 days to Gulpur Hydro Power
project from October 31, 2019 to Januacy 04, 2020. Summary of days allowed is as follows;

Events Days
Covid19 15
Theaat Alert 07
‘R.cligiom Graup Protest 03
Actof War 17
Lapse of Consent 23
 TOTAL 65

The appeoved PPA of MPL defines three types of (FME): Paldstan Political Force.Majetrs Eyent
(PPFME), Change in Law Force Majeure Event (CLFME), and Other Force Majeure Event
(OFME). As per the zelevant provisions of the PPA, the Company is entitled to payment of
carrying cost (LIBOR + 5% spread) in. case of PPFME or CLFME occurdng dunng the
construction phase, whereas no such compensation s available in the case of OFME,

In order to ascertain the classification of the 65 days of FME allowed by CPPA-G 1nd its financial
impact on the taziff, the Authority directed CPPA-G vide lerer dated October 13, 2022 to clanfy
whethar the allowed FMI pediod of 65 days {COVID-19 = 15 days, Threat Alect = 7 days,
Religious Group Protest = 3 days, Act of War = 17 days and Lapse of Consent = 23 days} falls
within the scope of PPFME, CLFME or Other Focce Majeure Event, and its financial impact on
MPL's tadiff as per the executed PPA and other security documents.

ke
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25. CPPA-G responded vide letter dated October 17, 2022 and clarified that the entire 65 days had
been admitted as OFME, with no compensation payable by the GOP. CPPA-G farther stated that
MPL, through aa uadertaking, had waived any dght emanating from the FME claim to the full
exteat possible under the law/PPA 2nd agreed to forgo ligation/arbitration as stated below:

«  ‘The first darification solicited pertains to tbe séops of PPEME, CLFME or OFME for éhs
admitted periad of sixty five days (65 days) as OFME and acvepted accordingly by M/ MPL.
I this ragard it s clarified that the company had raised the claim of bwo bundred and sepen days
(207 daye) OFME which comprised of :i) Flood Event of eighty eight days (88 daays) ont of which
N3t wers admissible ; (i) Threat Alert Event of sevent days (7) which is a PPEME was accepted
as an QFME with no ca;.:ap:watr'oz payable by the GOP;(iii) Act of War Event of szenveen
days(17 days) which is @ PPFME was acvepred as an OFME with no compensation payabie by
GOP; (i) Religions Group Protest Bvsnt of sixcietn agys(16 days) as PPPME was refested itk
admissible days as nil; {vi) Lapse of Consins Ewvent of twerty three days (23 days) which ir
PPFME ewent war admisted as OFME against @ claim of sixdy on¢ days (67 days) wivh no
compensation payable by GOP j{vii) Covid-19 Event of fifleen days(15 days} which &s an OFME
axd was admitizd accordingh.

3. The second clarification pertains o the ﬁmm"af impact for allowing sixty five days (65 days) on
accourt of OFME shall bave o3 MPL Tariff as per the executed PPA and other rEcury
docunsents In 2his regard the power pumbaser is of the opinion that MPL bad through an
wndertaking waived asy right which it believes fo oist emanabing from the FME. clains fo the faill
extent possible undur the law] PPA and agress bo forgo Kiigation] arbisration. ..”

26. MPL, vide letter dated Qctober 20, 2022, contested CPPA-G's positon as follows:

“ . The Company's entitlment to an extension of time of 50 days is arising ou? of Lapst of Conrent
Pakistan Political Force Majesre Event (PPFME) for which the Company és seaking compersation
pursuant to the provisisns of the Power Purchase Agreement dated 3 September 2015 ("PPA"), as
well and wnder the NEPRA law.

i Tbe residual period of 15 days is on account of Covid-19 is attribated to *Other Force Majenre Event'
("OFME") under the PPA. Whils the PPA is rilent an payment of costs arising ont of an OFME,
the cireumstances which ied to the OFME were admiltedly beyond the Company's eontrok Accordingly
the CPPAG] Autbority is requested to aliow the costs associatrd with OFME on ihe towchsione of
‘pradently incurred costs’ under the NEPRA law...”

27. MPL subsequently vide letter dated December 08, 2022, requested 4 separate hearing on the FME
matter and submitted that the Power Purchaser had reneged from an earlier understanding undee
which 50 days were to be treated 2s PPFME, stating that

" the repudigtory condwct of Power Purchaser tends to sndermine the ipirit of congeniality and cooberation.
Thersfors, if the parties hold dimrgent positians befors NEPRA on the freatmerts of EMEs and art unable
to reconcile, the Compary will be entitied to revert fo dts origénal élair of 207 days of FMEr — which right was
sacrificed soley in the mutual interest of the parties."
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23, The Authority corsidered the atove request of the Pettioner and decided to hold a hearing in the

29.
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marter. Accordingty, heardng notices were issued to relevant stakeholders on February 14, 2023
and the heacing was held as per schedule on March 21, 2023.

During the hearing, the iegal couasel of CPPA-G submitted that the RCOD had been extended
by 65 days due to force majenrc events including OFME, PPFME and Change in Law, and that
the 65 days were accordingly to be included in the caleulation of IDC and ROEDC. The Authority
noted with concern that this stance was in direct contradiction to CPPA-G's earlier written
submissions, and accordingly ditected CPPA-G to submit a formal response with Board approval
within 7 to 15 days of the hearing. However, no such response has beea submitted to date.

. PPIB, vide letter dated Apiil 09, 2024, submitted 2 detailed response to MPL's request for suppost

on the allowance of extension of tme and IDC/ROEDC costs, coacluding that

" the Conpany's case of elaimed costs from NEPRA bas nto meris and i untenable wnder the Law, the
Tplementation Agreement and ths PPA, due to which PPIB will not be abie to offer ary,  fagtiitation in this

regard...
MPL, vide letter dated dMay 16, 2024, mainrained its position and submitted that the Company is
entitled to seek recovery of any costs prudently incurced independently of any entitlement it has
to teimbursement uader the TA 20d/or the PPA, and that it expressly reserves all sights available
to it under the TA, the PPA and applicable laws.

As per Sections 4 and 5 of Annex-V of the approved PPA, IDC and ROEDC are not allowzble
beyond the Required Commercial Operadons Date (RCOD). CPPA-G, vide letter dated Apsil 27,
2021, confirmed that the RCOD had been extended by 65 days under the PPA; however, vide its
subsequent latiar dated October 17, 2022, CPPA-G submitted that no compensation is payable as
the entire 65 dags were admitted under OFME, for which the PPA prima facie does not provide

any compensation.

. In view of the above, the Authorty considered the written submission of CPPA-G, PPIB's

corzespondence, and NEPRA's past precedents in the marter, and decided that IDC and ROEDC
beyond the RCOD of October 30, 2019 shall not be zllowed for the 65-day extended pedod, 25
the entire extension was granted under OFME for which no compensation is provided under the
PPA. Therefore, for the computation of IDC and ROEDC 48 months construction period is ©

be allowed

One-Time Adjustments of Project Cost at Commercial Qperation Date

. Following adjustments were approved by the Authority in the approved PPA dated October 28,

2015, which are detailed at Annex V of Schedule 1 of the PPA;

One Time Adjustment of Reference EPC Cost for Civil Works cost escalation
i,  Adjustmencs due to duties on import of equipment, including Custom Duties
fii.  Adjustment due to vadation in Withholding Tax on the coastruction contract and local
services.
iv.  Adjustment due to vagation in the “Intecest During Construcdon™
v. Adjustment in Return On Equity During Construction (ROEDC)
vi.  Adjustment in Project Cost due to variation in US§/Rupee parity
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Adjustment in tariff due to fand acquisition and resettlement costs

ViL
viii.  Adjustment of [nsurance duting construction cost
ix.  Adjustment for Electrical & Mechaaical costs under EPC Cost
x  Adjustment in Principal Repayment & Cost of Debt
xi  Adjustment of Finance Chacges
xii  Adjustment in the cost of Tunneling Works due to Geological Conditions
Project Cost Claimaed at COD

35. MPL in its COD tariff adjustment application has requested the approval of the final project cost
of USD 353.42 million 1s against the allowed peoject cost of USD 317.627 million which are

tabulared below:
. Reference | Claimed at COD | Difference
Cost headings
‘ (USD Million) _
Civil Works Costs 150,20 150.20 -
Electrical & Mechanical Works 84.21 84.21 -
Architectural Works 148 1.48 -
Adj — Cost escalation- Civil Works - 119 149
Adj — E&M Equipment - 3.00 3.00
Adj — Waterway Tunael Cost vagations - -0.16 0.16
Adj - Sales x @ 1% - 117 117 |
EPC Cost 235.90 241.10 5.20
Custom Duty 3.60 4.90 1.30
Insurance Druring Construction 472 5.66 0.94
Feasibility & Techoical Studies 240 2.75 0.75
| Project Advisors & Ageats 4.73 4.73 -
Administration 7.24 10.28 3.04
Owner's Engineer 9.00 9.68 0.68
Engineering & Design Cost 9.10 %.10 -
Management Supervision 3.00 3.29 0.29
fE{c-qpcne.r Venfier /Independent 036 0.29 0.07
ngineer
Q&M mobilization cost 224 235 031
Lendess’ Financing Fees & Charges 647 8.09 1.62
Enviroamental Costs 1.61 1.61 0.001 |
Resertlement & Rehabilimation Costs 3.96 7.49 3.53
Non-EPC J— 58.02 70.41 12.39
HWER Re, e,
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Itetost During Construction 23.70 41,90 18.20 }
Total Project Cost 317.63 353.42 3579 !

36.

(2]
~1

38.

39.

41,

Below is the head wise detail on the admissible claim of one-time adjustments allowed;

EPC Cost

. As per the approved PPA dated October 28, 2015, the reference EPC Cost allowed to MPL was

USD 235.90 million subject to the following one-time adjusunents at COD as per the approved
PPA:
a. Adjustment in the Reference EPC Cost for civil works cost escalation.

b. Adjustment tn the Reference EPC Cost for any vardation on account of actual applicable
withholding tax rate at the time of COD. (Withholding Tax at the rate of 6% on Construction
Contract and local services has been included in the Reference Project Cost)

Adjustment in the cost of Electrdcal & Mechanical (E&M) works at COD subject to the
maxtmum of USS 3.00 million over the reference approved cost of US$ 84.21 million on
production of verifible documentazy evideace to the satisfaction of Power Purchaser

d. Adjustment in the cost of Tunneling Works due to Geological Condittons.

MPL, vide its COD adjustment request, claimed the full base EPC Cost of USD 235.90 million,
\dentical to the reference approved cost and additional cost of USD 1.192 million on account of
Civil Works cost escalation and USD 3.0 million on account of Electrical and Mechanical Works
adjustment as one-time adjustments in accordance with Annex V of Schedule { the PPA. MPL
also claimed an upward vadation in withholding tax rate from 6% to 7% on constructon contiact.
However, a cost reduction of USD 0.155 million was apphed on account of Tunneling Works due
to Geological Conditions as per Clause 12 of Anaex V of Schedule | of the PPA.

MPL submitted that it entered into 2n EPC Contract with Daelim Industrial Co. Ltd. and Lotte
Bagineering & Construction Co. Ltd. on August 07, 2015, amounting to USD 245.499 million,
comprising an Engineering & Construction Coatract of USD 165.84 million (hereinafter
"Constction Contract”} and a Supply Contract of USD 79.67 million. Subsequenty, vide
amendment dated October 26, 2015, the Supply Contract was revised downward to USD 77.67
million, cesulting in a total EPC Conteact value of USD 243.50 million.

. The Authority noted that the reference EPC Costapproved in the determination dated August 03,

2015 and the approved PPA dated October 28, 2015 was USD 235.90 million, comprising Civil
Works of USD 150,20 million, Electrical & Mechanical Works of USD 84.21 million, and

Architectural works of USD 1.48 million.

For the purpose of seconciliation of the diffecence between the signed EPC Contract value of
USD 243.50 million and the approved EPC Cost of USD 235.90 million, the Authosity observed
thar our of the Construction Contract of USD 165.84 million, an amount of USD 4.6 million on
account of design cost was treated as part of Non-EPC Cost in the datermination, while E&M
Works amountng to USD 9.55 million were included in the Supply Contract Adjusting
accordingly, the Construction Coneract for reconciliation purposes stands at USD 151.6% million
(Le. USD 165.84 million — USD 4, 4 D million —~ USD 9.55 million) and the Supply Contract

|BlAUTHORITY/ AN g Q_{_
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increased from USD 77.66 million to USD 87.21 million, bringing the seconciled signed EPC
Contract to USD 238.90 million. Since the Authority had disallowed E&M Works up to a
maximum cap of USD 3.00 million subject to adjustmeat at COD, deducting the same results in a
reconciled EPC Contract value of USD 235.90 million, consisteat with the approved reference

EPC Cost.

EPC Supply Contract

MPL submitted that the supply part of the EPC contract dated August 07, 2015 was warth USD
79.645 million which was subsequently amended o October 26, 2015, wherein the contract price
was reduced by USD 2.0 million to USD 77.66 million.

The Authority noted that the Supply contract amount of USD 77.66 million include the provision
of USD 3.00 million on account of E&M equipment which was sllowed by the Authority as per
the determination dated August 3, 2015,

The Authority further soted that out of the total Supply Contract amount of USD 77.66 :Ini]]ion,
MPL withheid USD 1.94 million from the payments due to the EPC Contractor on account of
liquidated damages (LDs) imposed by MPL on the EPC,contractor in accordance with Clause 8.6
of the Supply Contract and net payments of USD 75.73 million on account of the Supply Contract
have been vedfied. The Authority noted that LDs pertain to events occurring post extended
RCOD (Januacy 03, 2020), a period which has not been recognized by the Power Pucchaser.
Accordingly, the Authority decided that it would be inappropdate to net off an amount accruing
in a period post Extended RCOD, aad thereforc the gross Supply Contract amount of USD 77.66
million has been allowed without deduction of the said LDs.

The Authority alsc. noted that payments have been made in USD 2ad converted to the
corresponding PKR amount at the exchange rate prevailing on the date of pagments of respective
fnvoices. However, for payments made beyoad the RCOD, the Authority decided to restrict the
exchange rate variations at RCOD exchange rate of Rs.156.25/USD. Accordingly, the Authority
decided to allow 2 total Supply Contract cost of USD 77.66 million (Rs. 10,394.05 million) at 2
weighted average exchange rate of Rs. 133.83/USD during the construction period on account of
the Supply EPC cost.

EPC Constmction Contract

. MPL submitted that the Construction Contract was agreed at a fixed lump sum contract price of

USD 165.84 million. MPL also submitted supporting documents including copies of contracts and
agresments, invoices, milestone completion certificates appeoved by Owner's Engineer (MWH-
NESPAK), NOC from Lenders' Technical Advisor (Mott MacDonald Ltd., UK), withholding rax
exemption certificates, cheques, exchange cate certificates, withdrawal requests, SWIFT messages

" and bank statements.

47.

The Authority further notad that out of the total Construction Contract amount of USDr 165.833
willion, Liquidated Damages of USD 4.7 million were withheld by MPL from the EPC
Contractor on account of delay in accordance with Clause 8.6 of the Construction Contract. The
Aunthority noted that LDs relates to events occurring post extended RCOLY (January 03, 2020), 2
peciod which has not been recognizad by the Power Purchaser. Accordingly, consistent with the
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treatmant adopted for the Supply Contra ¢ LDs, the Authority decided thar #t would be
inappropriate to net off an amount 2ccruing in a period post COL. and therefore decided not o
deduet the LDs of USD 4.17 million from the construction contract cost of MPL. However, as
already explained in the ealier paragraphs, conversion of forsign curreacy payments shall be

restricted dlf the RCOD exchange rate.

Withholding Tax on Construgtion Contract

As per the approved PPA, the withholding ta= at the rate of 6% on Construction Contract and
local services has been included in the Reference Project Cost. Any variation oa account of actual
applicable withholding tax rate shall be adjusted in the Reference Project Cost and Reference Tanff
at the time of Commercial Operatons Date.

The Authority noted that since 6% WEIT was included in the Construction Contract prce of USD
165.84 million, the contract price excluding WHT works out to USD» 156.45 million.

After teview of the supporting documents, the Authority observed that acrual WHT
deducted/withheld from the payments made to the EPC contractor and subsequently paid to the

Central Board of Revenue AJK weze made as follows:

- WHT @ 6%, an amount in USD equivalent of USD 2.642 million (PKR 318.970 million)
for milestone payments which cumulatively stood at USD 44.039 million.

- WIIT @ 7%, an amount of USD 3.60% million (PKR 435.675 million} for milestone
payments which camulatively stood at USI> 51.736 million.

- No WHT was withheld or paid due to exemption on withholding tax deductions on the
milestones payments which cumuladvely stood at USD 70.060 million.

Ia view of the above, the Authority decided to allow the actual verified WHT amount of USD 6.25
million against the claimed amount of USD 9.39 million, as the Engineering & Construction
Contract was grossed up at 6% to include WHT which was subject to adjustment 2t acteal 2t COD.
Accordingly, the impact of the vanaton ‘in WHT rate appearing in the original Engineering &
Construction Contract and the corresponding civil works cost escalation has been sdjusted. The
Company shall be requized to provide an undertaking that, should they sesk any refund of the paid
withholding tax, they will notify NEPRA of the necessary adjustments.

Sales Tax on Construction Services
NEPRA in its decision communicated to MPL vide letter dated November 05, 2020 allowed the
Cotmnpany a provision of sales txx @ 1% oa construction services as this was not previously

considered in the MPL's deternunation dated August 03, 2015,

. MPL vide its COD request has claimed sales tax of Rs 204.004 million or USD 1.165 million on

account of the construction contactor’s sales tax.

The Authosity noted thatin a similar case of Star Hydro Power Limited (SHPL), sales tax imposed
by GoAJI at the rate of 1% on construction services was allowed as pass-through item under the
SHPL PPA which treats pass-through jtems in the same maoner as provided in MPL’s PPA.
Therefore, as 2 mater of principle and as per the past precedeat, the Authozity decided to allow

11
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sales tax amount at 1% on construction services as a pass-through item amounting to Rs 202.39
million against the requested amouat of Rs 204.00 million after restricting the exchange mate
vasiation to the RCOD which is to be spread on 12 months period and eccordingly the same shall
not be made pact of MPL's approved project cost.

Civil works cost escalation as a one-tige adjustment

55. As per Section I of Annex V of Schedule 1 of the approved PPA dated October 28, 2015, MPL

was allowed a One-Time Adjustment of the Reference EPC Cost for Civil Works cost scalation
during the construction phase, on account of variation in the prices/indices of selected cost
elements (Cement, Steel, Fuel and Labor) at COD, caiculated in accordance with 2 predetermined
cost escalation formula using refarence indices as defined in the PPA and revised monthly indices

published by the Pakistan Bureau of Statistics.

56. MPL claimed 2 cost of USD 1.19 million (Rs. 231.56 milltoa) on account of Civil Works cost

57.

escalation as 2 one-time adjustrment, comprising a de-escalation of Rs. 18.39 million for November
and December 2015 2nd an escalation of Rs. 249.95 million for the remaining 43 months from
January 2016 to July Z019.

The Autherity has approved an Onshore BPC Cost reference of USD 156.45 million (equivalent
to Rs. 16.403 billion), net of WHT. This cost was subject to a Consumer Price Index {CPD
adjustment under the civil works escalation provisions of the PPA, accounting for mflution in four
varfables: cement, fuel, labor and steel

58. In its COD adjustment, MPL has claimed both CPI and exchange rate adjustments for the

59.

60.

61.

Consteuction Sopply contract part of the EPC contract. It is important to nots that in a similar
case involviag the Patriad Hydropower Project, the Authority only allowed the CPI adjustment
and did not permit both adfustments for the Construction Coatract.

The rationale for disallowing the exchange rate variation on the Construction Contract lies in the
fact that this cost was intended fo be incurred in local cucrency, as it is past of 2 Construction
contract. The Authosry obscrved that the contract was, however, made in USD, and that EPC
invoices raised and payments made in USD do not alter the local namre of the
Construction/onshore expenditures, Allowable variztions were restdcted to the four
aforementioned variables—labor, stesl, cement 2nd fael Furthermore, the Authority noted that
MPL had sublet the Construction Contract to foreign companies, fully awace that the cost had
been calculated in PIKR. Therefore, MPL must bear aay exchange tate losses on this account.

Additionally, the Authority emphasized that the PPA clearly defines and tabulates the Construction
Cost in PKR, with any allowable escalation also calculated in nipees.

Tt is important to aots that in the reference base amount, Tais Rs. 15.9 billion, and Pn tepreseats
the escalation amouat, which is calculated m rupees. The total fina! amount, ‘Ffn, would also be in
rupees as the sum of Tn and Pa. This cleacly indicates thar all figures celated to the Constiuction
Cost were determined in supees. However, accordiag to MPL’s position, while the escalation
amount is in rupees, the base cost is in dollars. It is mathematically inappropriate to combine
figares in different units, such as adding dollars and rupees, to zrrve at 2 total amount expressed

in dollacs.
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As previously stat=.”, the clause in rhe PTFA stipulates that all foreign payments will be indexead, and
the Authority allowed a PKR-based escalation table after careful considecation. It is not reasonable
1o claim that 2 single PPA document, which was signed and accepted by both parties, contains
conflicting terms without any attempt to seek clarification or review. This suggests that the
Authority did not grant more than what was requested by the petitioner. If the PPA clause is
viewed in isclation, it would appear that the Authority allowed more thae what the Company
cequested, resulting in double indexadon, which is both incorrect and illogical. Addinonally, in
tegard to the EPC Conuact, the escalation was in PKR and was approved by the then-Authority,
leading to a charge in the base currency o PKR. Therefore, when the PPA clauses are read
together, they can only be interpretad to mean that all foreign currency payments, except those

modified by the Authosity, would receive foreign cutrency indexation.

. In conclnsion, it is justified for the Authority to approve the Construction Cost without the

adjustment fox exchange rate variation, maintaining the same rupe¢ amount as previously allowed
in the ceference determnation, i.e. Rs. 16.40 billion. This amount was converted into dollars using
the peevailing weighted average exchange rate for the construction period (i.e. Rs. 120.82/USD),
zesulting in an EPC Onshore dollaramount of USD 135.77 million instead of USD 156.45 mullion.

The Authority noted that as per Section 13.4 of the EPC Constraction Contract, payments ia
relation to escalation in the prices of Civil Works and Tunneling Works weze to be made in Pakistan
Rupees. The Authority observed that the cost of Civil Works escalation as a one-time adjustment,
verfied through documentary evidence, amounts to Rs. 231.56 million. However, the Authority
noted thar the escalation reference wble totaling Rs. 15.90 billion (comprising Fixed PKR
componeat of Rs. 8.15 billion and Variable PKR compenent of Rs. 7.76 billion) forms part of the
Construction Contract which was grossed up to include WHT at 6%. Accordingly, in oxder to
avoid inflation of the final civil works cost escalation 2mount, the WHT impact at 6% has been
neutralized from the month-wise reference amounts, resulting in a revised assessed Civil Works
cost escalation of Rs. 218,45 million (USD 1.32 million) against the requested amount of Rs, 231.56

millior (USD 1.19 million).

. In view of the above, the Authority decided to allow Civil Works cost escalation of Rs. 213.45

million (USD 1.32 million, excuding WHT) as 2 one-time adjustment at COD on the basis of the
Construction Contract costin Pak Rupees.

Tunneling Worlks due to Geological Conditions as a one-time adfustment

As per Section 12 of Annex 'V of Schedule 1 of the approved PPA dated October 23, 2013, MPL
was allowed to adjust the cost varation due to geological conditions related to Tunneling Works

(Head Race Tunnel) at COD, depending on the category of rock encountered during construction
of the Head Race Tunnel and subject to verification by the Re-Opener Verifier, with the maximum

amount of vatiation restricted to Rs. 104.85 million.

. MPL submireed that it contracted Multiconsult as Re-Opener Verifier to verify actual variations in

geological conditions in the E{ead Race Tunnel during the constricton phase.
MPL claimed 2 one-time de-escalation of PKR 24.75 million (USD 0.16 million) on account of
Tunncling Works due to geological conditions, as vedfied by the Re-Opener Verifier

{Multiconsult),
13
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69. The Authority aoted that as per the EPC Coastruction Contract, the prices of waterway funnels

were to be adjusted for variation in the classificaion of sodl and rocks assumed in the PPA and
that actually encountered during construction, with total quantities remaining fixed, and payments
in relation thereto to be made in Paldstan Rupees in accordance with Pact Il and Part Il of Annex
E of the EPC Construction Contract.

70. The Authority obsecved that the excavation ia the Horizontsl Section encountered predominantly

71.

better-quality rock (Rock Class-IIT: 180.25 m actual against 29.30 m PPA-assessed) as compared
to Rock Class-TV (11.20 m actual against 162.0 m PPA-gssessed), resulting in 2 net cost reduction
of PKR 16.33 million in the Horizontal Section. The Authority further aoted that the Re-Opener
Vegifier ideatified an error in the Rock Classification for Horizontal and Vertical Sections in the
refetence tbles of the PPA, which was inadvertently switched in Table-2 and was corrected for
the purpose of calculating the cost adjustment, Additionally, the Authority observed that the 0.15
m increase in excavated quantities of the Horizontal Section should not be allowed, resulting in a
further reduction of PKR 0.07 million, bringing the total Horizontal Section cost reduction to PKR
16.40 million. Tn the Vertical Section, the excavation tevealed Rock Class-TIT quantity of 49.0 m
against the PPA-assessed quantity of 37.0 m, while Rock Class-IV was found to be nil against the
PPA-assessed quantity of 12.0 m, resulting in a net cost reduction of PKR 8.35 million in the
Vertical Section. The combined net decrease in the excavation cost of Waterways (Hoszontal
Fleadeace Tunnels and Vertical Shafts) amouats to PKR 24.75 million (USD 0.24 million), which
has been duly verified by the Re-Opener Venfier.

Tn view of the above, the Authority decided to allow 2 one-time de-escalation of PR 24.75 milkon
(USD 0.24 million) on account of Tunneling Works due to Geological Conditions at COD.

72. The Authority fusther noted that the design cost of USD 4.6 million, although inctuded in the EPC

3

Construction Contract and verified accordingly, was excluded from the Construction Contract in
the determination dated August 03, 2015 and instead included as part of Engineering 2nd Design
Cost under Non-EPC Cost, which together amounts to USD 9.1 million. Accordingly, the final
allowed EPC Cost, inclusive of the Supply Contract cost and relevant adjustments, and excluding
the design cost, works out to USD 216.16 million (Rs. 27,168.53 million).

. In view of the above discussion the final EPC spproved cost is tabulated below:
o . Reference H Claimed 1 Allowed
Description
(USD Million)

EPC Supply T7.66 Ti.66

| BPC Construction 161.24 137.42
Civil Works Cost escalation 235.90 119 1.32

{ Waterway Tunn:i Cost -0.16 -0.24
Sales Tax ' BEET
EPC Cost 216.16

14
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74. he following table summasizes the reference sllowed Non-EPC co-ts vs claimed in the COD

75,

76.

1.

78.

{ilings by biPL.

. Sz | ) I Reference { Claimed
No. Non-EPC Cost — 705D Million)
1 | Custom Duty 3.60 4.90
2| Insuzance During Construction 4.72 5.66
3 | Feasibility & T'echnical Studies 2.00 73
4 | Project Advisors & Agents 4.73 473
5 | Administration 7.24 10.28
6 | Owners Engineer 9.00 9.68
i | ogineering & Desiga Cost 5.10 510
3 | Man;éuncnt Supervision 3.00 3.29
9 | Re-opener Vedfier /Independent Engincer . 0.36 0.29
10 | O&M mobilization cost 224 2.5%
11 | Lenders' Financing Fees & Charges 6.47 8.09
12 | Environmeatal Costs 1.61 1.61
13 | Resettiement & Rehabilitation Costs 3.96 749
Non-EPC 58.02 70.41
14 | Interest During Construction 2370 41.90

The Authority noted that out of the above Noa-EPC cost hclads, serial nos. 1, 2, 11 20d 13 are
subject to adjustment under the mechanisms provided in the approved PPA. The remaining items
from Serial Nos. 3 to 10 and 12 ase fixed in USD with no adjustment mechsnism provided in the

approved PPA dated Ocrober 28, 2015.

Noo-EPC costs have been re-assessed while allowing USD to PKR vasiztion on Non-EPC cost
itams incurred in USD, based o the weighted average exchange rate of the payment date prevailing
dnring the construction pedod, restricted at the RCOD exchange rate of Rs. 156.25/USD. PKR-
based amounts have been sestricted to the reference amounts. For this purpose, actual contracts
and other related documents submitted have been elied upon.

Custom Duties
An amount of USD 3.6 million was allowed as Custom dury to MPL in the approved PPA as

follows:

“Custorr Duty, along with ofber duties and allied provinial chatges on ibe import of piant and
egutipment, amonnting fo USD 3.6 million has been taken as rifereace. The Company shall be atlped
adjustrent in the Referenee Praject Cast and Refersce Tariff duee fo any variation on acosnt of actual payreent
of cusions and other duties... ")

MPL claimed an amount of USD 4.90 million (PKR 635 million) on accouar of Custom Duty and
allied charges including Sindh Infraswucture Development Surcharge, Punjab cess, sales mas,

regulatory dutes, fines, stamp ducy and blocking chacges. In support of its claim MPL submitted




79,

80.

81
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documentary evidence including copies of Commercial Iivoices, Goods Declarations, Cess
Challans, Cheques and Bank Statements. Summary of MPL claim is tabulated as under;

Sz, . o Amount in PKR J Amount in USD
No. Description : (dition)
i | Costom Duy - 420.89 327
i | Sindh Infrastructure Development Surcharge 116.10 0.89
iii. | Puajb CESS 1.04 001 |
 iv. | Addl Duty 5.93 043
v. | Sales Tax 76.01 0.58
vi | Addl Sales tax 0.12 0.001
Vi | Regulatory Duty 15.03 o1
vii | Fine 0.04 0.0003
ix, | Stamp duty 0.07 0.001
- 'Blocking charges 0.02 0.0001
' Total 635.24 490 |

The Authority noted that no ia:oof of payment was found for certain bank payment vouchers and
accordingly these have not been consideced. The Authority further noted that Sales Tax, Additional
Sales Tax, Regulatory Dutes, Fines and Blocking Chasges ate not eligible fot inclusion in Custom
Duties and taxes and have accordingly not been considered. Accordingly, the Authority decided to
allow Custom Duty of USD 3.89 million (PKR 505.06 miltion;.

Insurance During Constuction

Aq amount of USD 4.72 million was allowed to MPL as Insarance During Coastruction as per the
approved PPA, subject to adjustment at COD at actual with the maximum cap of 2% of the
aggregate EPC Cost including Castoms Duty.

MPL claimed an amount of USD 5.66 miltion (PKR 622.57 million) on account of Insurance
During Construction. [n support of its claim, MPL submitted documentacy evidence including
insurance policies, invoices from EFU, invoices from Willis Korea Ltd, WHT tax challans,
cheques, SWIFT codes, baak sratements, exchange rare certificates and withdrawal requests.
Summary of the caimed cost is tabulated a5 undes:

Description USD (Million)
Basic Premium 4.59

| Sales Tax .77
Federal Tnsurance Fee 0.05

~ Admuniscative Surcharge 0.0002
Stamp Duty 0.005
Tasurance Brokers cost and out of pocker 024
TOTAL i 5.66

16
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Details of Insurance policies ptovided are a5 follows;

I\SI; Dc{s::pt Policy Description Policy Number :;Zu::r;;fs:; i

L Tecoss 3173002232/10/2015 12685 |

7 BFY “Third Party Liability insurance | 3175001274/10/2018 25.61 |

7| Cel e Cargo 3171002487/10/2015 | 4897 |

Insurance ——— ot

& |Ld Compseheasive Project | 176000326/10/2018 38042 |

Insurance :

5 | Additional payment made due to exchange rate variations 3.32 _—5

Total Insurance 59418

Insurance Brokers cost and out of pocket 28.39 |

["Grand Total o | 622.57

83.

85.

86.

a7

The Authority noted that out of the total claimed amount of PKR 622.57 million (USD 5.66
million), PKR 30.65 million (USD 0.20 million) relates to insutance expense pertaining to the
peciod beyond the RCOD of Octobes 30, 2019, which has not been considered. Further sales.tax
amounting to Rs 84.57 million clzimed by MPL, being adjustable ir nature, has not been allowed
by the Authority.

The Auchoxity also noted thatinsurance proceeds of USD 0.29 million were received by MPL from
EFU as insurance compensation, which according to MPL were subsequently paid to Daelim Lotte
Joint Veature. However, despite directions of the Authority, MPL has not provided details of the
said proceeds nor the correspondence with the insurer and EPC Contractor in this regard. In view
of the above, the insurance proceeds of USD 0.29 million have been deducted from the assessed

Insurance during Construction cost.

After the above adjustments, the overall assessed insurance expense works out s Rs. 474.89
million (USD 4.39 million). The Authority noted thar the aggregate cost of EPC and Custom
Dutics at COD amounts to USD 220.06 million or PKR 27673.59 million (EPC Cost USD 216.16
million or PKR 27,168.53 million and Custom Duties: USD 3,89 million or PIKR 505.06 million),
and accordingly the maximum cap of 2% of aggregate EPC Cost and Custom Duty works out 48
USD 4.40 million or PKR 553.47 million. Since the assessed amount of Rs. 474.89 millica (USD
4,39 million) is within the prescribed maximum.cap,.the same has been allowed by the Authority

accordingly.
“gasibility an ica
The reference cost of USD 2.00 miliion was allowed to MPL on account of feasibility and technical

studies.

MPL has claimed the cost of USD 2.75 million in feasibility and technical studies. In support of
its claim, MPL submitted documentary evidence lacluding Contracts with Coasuluants, invoices,
bank payment vouchers, bank stacements, WHT statements and cheques. Summary of claimed

cost is tabulated as undec:

7
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S Amount |
Nr. Description inUSD |
o (Million)
Tridal feasibility study cost of including hydrological studies, sedimentation

! | smudies, topographic surveys, geological and geotechnical studies and | 068
seismic studies .

2 | Inidal Load flow & stability study cost of the Intesconnection facilities 002

3 | Costof technical consultancy services primarily comprising of review aad 1.25 f
independent substaatiation of revised desipn of the Project ]

4 | Revised Load flow & stability study cost of the Interconnecton facilities as 0.03
required by the Power Purchaser i .

5 | Cost of Installation of Line Differentiai Relay at Kotli Gird Station 0.02

6 | Cost of integration of SCADA system and Telecom line Installation 0.03

7 | Cost of Factory Test witnessiag by Power Purchasers Test and NGC 065

8 | Government Fee/ Api) sovals ' 0.04

9 | Other cut of pocket | 004

Total I 2%

The Authority noted that since Feasibility and Technical Studies are not an opener, cost ovérmns
claimed by MPL are not allowed. Consistent with the assessmear methodology adopted for Non-
EPC cost heads as meatioaed in para 76 above, the Authority allowed cost on accouat of
Feasibility and ‘Technical Studies stands at USD 1.99 million at the weighted average exchange rate
of Rs. 106.31/USD, equivalent to PIKR 211,69 millon.

Project Advisors & Agents
As per the approved PPA dated October 28, 2015, the reference amount of USD 4.73 million was
allowed to MPL as the Project Advisors and Agents' Fee.

MPL submitted that the total cost actually incurred under the head of Project Advisors and Agents'
Fee amounts to USD 5.20 million. MPL has restricted its claim to the reference amount of USD
473 million. To substanbats 1ts claim, MPL submitted documentary evidence including
agreements/engagement leters, invoices, WHT challans, funds traasfer instruction letters, cheques
and bank statemnents. Summary of MPL’s actual incurred cost is tabulated as under:

| Lender Advisor USD (Million)
Secnrity Trust Fee 0.29
Inrercreditor Ag;n; fee 033

| Legal Advisor — English Law 112
Legal Advisot — Pakistan Law 0.20
Techoical Advisor 0.98
Insurance Advisor 0.11
Qut of Pocker Expenses 0.04

| Offshore Account Baak | 0.07
Finanecial Mod.eé f\uditor _ 0.02 ]

18
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Syndica-‘.i;;l Agent N 072 )
Total 3.88
Owner Advisor USD (Million) |
Legal Advisor i 0.70
Lawyer for T'ax Cases 0.01
Advisor on Kashmir Affairs 0.35
Auditors and Audit cc—rtiﬁcarions 0.09
Tax Advisors 0.05
Othrer Legal and Professional 0.13
Total 1.32
Grand Total 5.20

91.

93,

The Authority noted that the component of Lender’s Advisory Fee was not an opener and no
specific adjustment was allowed under the approved PPA. The Anthority observed that out of the
total payments made, approximately 89% was incutred in USD and the remaining 11% was
incurred in PKR. Accordingly, consistent with the assessment methodology adopted for Non-EPC
cost heads, the Authority allowed USD variation on 89% of the reference Project Advisors' cost
while converting the PKR portion at the weighted average exchange rate on payment dates for the
construction period, resulting in a final assessed amount of USD 4.71 million (PKR. 506.27 million)

and the same was allowed by the Authority.

\ministration C
An amouat of USD 7.24 million (PKR 759.11 million) was allowed to MPL as per the approved
PPA dated Octobar 28, 2015.

MPL has claimed 2n amount of US§ 1028 million as Adminiseration Cost incurred up to COD.

The claim was supported by documentary evidence comprising veador invoices, WHT Challans,
TA/DA Claims, MPL internal approvals, copies of cheques and Instruction letters to Bank, bank
statements and EOBI payments. The summary of the admin cost claimed by MPL is a5 under:

! Amountin | Amountin. |
i; Admin PKR | USD
(Million)
! | Salaries, Wages & Benehits 572.79 ] 5.20
2 | Rent, nates and taxes 91.13 0.84
3 | Vehcle running & Transportation T 62.15 038
4 | Teaveling, Boarding & Lodgng 41.14 0.39
5 ; Vehicles — PPE 40.66 0.45
" 6| Mealand Entertainment ' 34,05 0.30 !
f 7 | Miscellaneous 33.54 031 _Ji
8 | Medical & Insurance Expense 3072 0.29 !

19
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™70 [ Legal & Professionals T 2817 0.29
.. 10 | Office suppliss ‘ 2045 0.20
11 | Gilities ' 1851 517
12 | Communication ' B 17.56 0.17
13 | Computer 2nd accessories - PPE | 13.66 0.2
14 | Fees, Subscriptions & Others ' 13.28 0.10
15 | IT Supplies & Services 13.24 0.1
16 | Repair & Maintenance 1254 0.12
17 | Office equipment’s - PPE 1215 0.12
™ 18 | Farniture and fxtuces ~ PPR 714 0.07
{19 | Bank Charges ' T e4t 006
20 | HR Training, Development and Other Events 514 0.04
21 | Intangible Assets 417 0.04
22 | Electncal appliances — PPE 274 0.03
23 | Guarantee Commission T 1.25 0.01
724 | Security and Other Services 1.04 0.01
| 25 | Consultancy, Advisory and Processing Fee 0.81 0.0
" 26 | Tnterest Expense 0.34 0.005
27 | Interest Income {(42.71) {0.35) ;
Total 1,040.07 9.68
Expat Admin 142.45 1.28
Grand Total i 1,182.52 10.92
A B
Wcightcd Avetage Exchange Rate (PKR/USD) - (A/B) 108.31 ;

94, The Authority noted that Administeation Cost compdses tens of thousands of vouchers and

95.

96.

pagments and accordingly verification was carried out on a sample basis keeping in view the
materiality of the amounts. The Authority observed that the actuat cost claimed by MPL exceeds
the reference values in both PKR and USD terms. Since Administration Cost is not an opeaer,
accordingly cost overruns are not ellowed. This line item has been adjusted based on the
assessment methodology adopted for Noa-EPC cost as mentioned in para 76 above.

Upon temew of the submitted documents, it was observed that Administration Costs have been
predominantly incurred i PKR. Accordingly, the Authority decided to restrct the Administration
Cost to the reference PKR amount of Rs. 759.11 million, which at the weighted average exchange
rate for the construction period of Rs. 10831 /USD results in an equivateat USD amount of USD
7.01 million.

Owner’s Enginces
An amount of USD 9.00 million was allowed to MPL as Owner's Engineer cost as per the approved
PPA dated October 28, 2015

20
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APL clained USD 5.68 million as Owner’s Enginees cost, submitting that only USD 0.68 milkion
hrs been clumed additonally over the reference amount on account of pass-through item of
change in tax comprising sales rax on services 2nd variation in withholding tax. MPL further
submiteed that the total cost actually incurred under this head amounts to USD 14.32 million. ‘The
claim was supported by documentary evidence including agreements, addendum to agreements,
invaices, tax challans, summaries of calculations, withdrawal requests, cheques/SWIFT messages

and bank statements. Summary of actal cost incarred by MPL s as follows;

- Costw/o Sales | Change
sales & taxon | in WHT Total

Owners Engineering income tax | Services | @ 1%
PEKR |

USD (Million) (Million)
8.65 | 00331

MWE - OF Professional 8.52 0.04 0.08
1.74 0.30 - 2.03 248.39

INESPAK

Korea South Fast Power B
Compaay - KOEN 140 0.14 - 154 | 194.85

DOHWA Engineering Co., Led 1.13 0.11
0.54 | - - 0.54 63.51

- 1.27 155.11

Cost directly paid by MPL

Daily expenses reimbursenents 0.28 ) _ 0.28 33.62
to Consuleants 3 e 1
Grand Total | 13.63 ' 0.60 0.08 | 14.32 | 1,698.69 I

The Authority noted that Owner's Engineer cost was not an opener 2nd no adjustment mechanism
was provided undec the approved PPA for cost oversuns or vaziation in taxes under this head.
Accordingly, the additonal ciaim of USD 0.68 million on account of sales tax and variation in
withholding tax as a pass-through item has not been considered. Consisteat with the assessment
methodology adopted for Noa-EPC cost heads, the Authority decided to allow the Owneds
Engineer cost of USD 8.94 million (PKR 1,060.49 million).
eincering i 5
As per the approved PPA dated October 28, 2015, MPL was allowed refereace Engineering &
Design cost of USD 9.10 million,
MPL claimed an 2mount of USD 9.10 million as Eaginecring & Design cost. The claim was
sapported by documentary evidence including agreements, milestone schedules, invoices, copies
of cheques and baank statements. Summary of cost claimed by MPL is as follows;
. Amounts in USD | Amounts in PKR ]
Partes
{Million)
Basic Design - SAMBU Construction Co. Ltd 4.50 #6165

E Detailed Design- Daelim Lottee Joint Veature 4.60 519.22 |
- Total 9.10 981.45 |

The Authodty noted that MPL signed a Preliminary Agreement for Engineering, Procurement and
Construction with Sambu Construction Co. Ltd. on April 01, 2013 at a contract price of USD 4.00
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million, subsequently increased to USD 4.50 million through Amendment 01 dated Juae 19,2014,
Also, the Detailed Design cost of USD 4.60 million was inciuded in the EPC Construction
Contract dated August 07, 2015, which has already been discussed uader the EPC cost head.

102. The Authority facthes noted that certain payments weze made after the RCOD date of October
30, 2019, which have been restrictad to the RCOD exchange rate of Rs. 156.25/USD, Accordingly
the allowed Eagincering & Design Cost amount works out as USD 9.10 mit-on (PKR 947.47

million).

Management Snpecvision Cost

103. As per the approved PPA dated October 28, 2015, MPL was allowed USD 3.00 million a5 reference
Manzgement Supervision cost.

104, MPL claimed an amount of USD 3.29 millio, consisting of USD 3.00 million against Management
supervision and USD 0.29 million as sales tax on services, although the actual cost incurred as per
MPL submissions amounts to USD 535 million. The <laim was supported by documeataty
evidence including agreements, invoices, tax challans, cheques and baok statements. Summary of
the total cost incurred by MPL is as follows;

Cost without | Sales Taxon Total Total

Management Coosultancy | Sales Tax | Services (16%)
] (USD Millidn) (PER Million)

Management Consultancy — '
KOEN/KOSEP 3.97 0.29 4.26 493.28
Management Consultancy - 1.08 ) 1.08 76.16
Old Sponsors
Total T 5,06 029 | 535 | 569.45

105. The Authority noted that the total cost incurred includes costs related to Management Consultancy
incusred by old sponsots for the period June 2004 to November 2012, for which the documentary
evidence provided was not clear and/or sufficient. The Authority also noted chat clarification was
sought from MPL regarding the adjustability of sales tax on services paid under this head; no
response was received. The Authority further noted that Management Supervision Cost was not
an opener and no adjustment mechanism was provided under the approved PPA for cost overruns
or vadation in taxes under this head, Consistent with the assessment methodology adopted for
Non-EPC cost heads, the Authority decided to restrict Management Supecvision Cost to the
refereace USD amount. Accordingly, the Authority allowed Management Supecvision Cost of
USD 3.00 million (PKR 34730 million}.

Re-opener Verifier/Independent Engineer

106. As per the approved PPA dated October 28, 2015, MPL was allowed USD 0.36 million as 4
reference Re-opener Vedfier cost.

107. MPL claimed an amount of USD 0.29 million as the Re-opencr Verifier/Independent Engineer
fez. The claim was supported by documentacy evidence, including agreements, invoices, cheques

and bank staterments.
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108, Coasistent with the assessment methodology adopted for Non-EPC cost ki:ads as mentioned in

para 76 above, the Authorty decided to allow the Re-opener Verifier fee of USD 0.28 million
(PKR 37.28 million).

Q&M Mobilization Cost
109. As per the approved PPA dated October 28, 2013, MPL was allowed reference O&M mobilization
cost of USD 2.24 million.

110, MPL, submitted that it actually incucred USD 3.31 million however it claims the same amount of
allowed cost along with delay charges for extended pedods due to FME, totaling USD 2.55 million
as O&M Mobilization Cost. The daim was supported by documentaty evideace, indluding Q&M
agreement, invoices, tax challans, copies of cheques and bank starements. Summary of costs

incurred by MPL is as under;
Description Amount | deE'sﬂ:gent '{'?tal Total )
{USD Million) (PKR Million)
D&M Mobilizanicn - KOEN 238 0.31 270 413.80
0 & M —Container 0.02 - 0.02 2.19
O&M Bwldmg - EPCC 0.60 - T 0.60 94.24
| Grand Tom_l ) 3.00 0.31 ) 331 - 510.26 i

111. The Authority noted that no adjustment mechanism was provided for O&M Mobilization Cost
under the approved PPA. The Authonty noted that the delay adjustment cost pertains to 65-days
extended period beyond the RCOD date which is not recogaized by the Authodry. Accordingly,
the delay adjustrent cost is aot allowed. Also, the Authority noted thatas per the O&M agreement
it was the responsibility of the O&M Operator/Contractor to atraage its accommodation;

there fore, the Authonty decided not to aliow the Container 20d O&M Building cost clzimed under

this head.

112. The Authotity furthes noted that as per the O&M agreement signed berween KOSEP & MPL, the
mobilization fee was divided into a foreign currency component (USD) and 2 local curzency
component (PKR). Accordingly, consistent with the assessment methodology adopted for Non-
EPC cost heads, the PKR-denominated amount was.cestricted to the reference PKR amount while

exchange rate variation was allowed on the foreign currency compoaent.
113. After the above adjustments, the final assessed O8cM Mobilization Cost works out 25 USD 1.86
million (PKR 284.53 million) and the same is allowed by the Authority.

Lender’s Financing Fegs & Charges
114. As per the approved PPA dated October 28, 2015 an amount of USD 6.47 million was allowed to
MPL as Lender’s Financing Fee and Charges which was subject to adjustment at COD as follows:
“Finance Charges shall be adiusted at COD on the basis of actual snbject 10 a pasizmum azp of 3% of
the tosal debi allowed (excluding the impact of Interest During Constraction and financial charges) ... "
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MPL has claimed an amount of PR 880.00 million or USD 8.09 million as the Lender’s Financing
Fec. In support of its claim, MPL submitted documentary evidence includic 7 agreements, invoices,
summaty statements, withdrawal requests, SWIFT codes and bank statements. Summary of the

MPL claim is tabulated a5 vader:

Amount in USD | Amount in PKR
Particulars of Fec
(Million}

Front Bind Fee 3.44 350.63
Working Fea/ Mandats Fee T029 25.62

- Comm'iment‘éec 3.46 393.09
Portfolio supervision fee/ Loan Admin Fee 0.65 78.93
Watver Fee 0.06 9.49

| Outof pocket Cost 0.18 18.24
Gtan;-l Total " 8.09 ) 880.00

The Authority noted that as per the approvad PPA, Finance chacges weze to be adjusted at COD
on the basis of actual subject to a maximum cap of 3% of the total debt allowed {excluding the
impact of Fnterest During Construction and financial charges). The debt portion of total assessed
CAPEX {with no IDC and Financing fee) works out as USD 200.98 million or Rs 24,769.99 million
and its 3% ceiling works out as USD 6.03 million or Rs 743.10 million. Since the claimed amount

of USD 8.09 miliion (PKR 880.00 million) exceeds the prescribed maximurn ¢ap in both USD and
PKR tetms, therafore, the Authority decided to restrict the claimed amount to the maximum
permissible cap and allowed USD 6.03 million (PKR 743.10 million) as Lender's Financing Fees

& Charges.

Intecest During Construction
MPL was allowed the reference TDC Cost of USD 23.70 million with 5% spread over LIBOR
which then was assumed to be 0.35% subject to adjustments as follows:

“dmy nariation in the Tnterest during Consiruction fram the reference amonnt of USD 23.704 million
o1 astonnt of vaniation in LIBOR and/ or KIBOR and actual fiming and quansum of debé drawdoren allowed
during the Project conséruction period of 48 manths, starting from the date of Financial Closing will be allowed
through an adjustment in Reference Project Cost and Raference Tariff at Commorcial Operations Dats.

Hozever po_adiuctprent of actual amount of Intersst During Constrction beyond Reguired Commersial

Qpezations Date will be allowed.

MPL claimed USD 41.86 million on account of IDC swhich included IDC for the 65 days Extended
COD date of Januacy 3, 2020. Subsequently, MPL informed via email dated October 21, 2022 that
the submitted IDC erronecusly missed out USD 7.5 million disbursed by IFC on December 24,
2019, for which the cocresponding 1DC till ECOD staads at USD 0.0141 million. With this
correction the claimed cost till ECOD now stands at USD 41.87 million against debt disbursed
amount of USD 239.80 million. MPL has already informed that it is not secking any [DC relief
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post ECOD dll the actual COD ff Mar 10, 2020. MPL acquired fous loan facilities tabulated as

&

v

A8

el —

A
£

under:
Debt deawdown | Vetified IDC | Interest rate/
Lenders Repayment
till January 03, 2020 (USD Million) period
The Export-Import Baak of Korea - c
77.40 13.51
{KEXTIM)

o . H-Co . T 6M LIBOR +
international Finance Corporadon 91.00 15.88 5.00% /
(FG 12 years
Asian Development Bank (ADB) 56.60 9.89
CDC Group Ple. (CDC) 14.80 2.59

Total 239.80 41,87

119. The Authority aoted that MPL's IDE claim pertains to an extended- coastruction-period of 48
months and 65 days granted by CPPA-G. [n accordance with the discussion on the construction
pesiod above, the acrual IDC claim is restricted to the RCOD of October 30, 2019, Accordingly,
the verified IDC dll RCOD wotks out to USD 39.04 million, corresponding to debt drawn dll
RCOD of date USD 220.20 million, against total claimed debt of USD 264.80 million (the basis
for this difference is discussed in the debr servicing section below). The Authority noted that as
per the precedent cases, proration is applied on assessed IDC using the following formula:

Allowed IDC = IDC dll RCOD X {Assessed Debt / Actual Claim debg)

120. The Authodty noted that the asscssed debt hased on the allowed project cost works out as usp
230.77 million. Accordingly, after applying the above proration formula the allowed IDC amount
worls out as USD 34.03 million. After adjustrent for intecest income of USD 0.34 million the net
allowed IDC works out as USD 33.69 million (PKR 4,496.54 million).

Enviconmental Cost

121. As pet the spproved PPA dated October 28, 2015, MPL was allowed an Efwvitonmental Cost of
USD 1.61 million.

122 MPL submitted that it clims USD 1.61 million as Environmental costs however the actual cost
incurred by MPL amouats to USD 1.93 million. In support of its claim, MPL submitted source
documents including copies of agreements/ contracts, invoices, withdrawal requests, tex challans,
cheques, SWIFT code and bank statements to obtain 4 reasonable level of assurance. Sumenary of

actual costs incurred by MPL is cabulated 25 undes;

1\512 Desctiption | (USD Million)

D:;Vclopmcn: of international standard ESIA, Critical Habitat |
). | Assessmear, Biodiversity Actdon Pln, Cumulative Impact 0.71
_Assessment and Climate Chaage Assessment _ ]
0.04

b——

if). | Development of a detailed Resettlement Action Plan (RAF)

25
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iif). | Plantation and re-vegetation (Payment to the Fozest Department) 0.02
). [ EHS equipmeat (for Blecrrofishing & Aquatic Sampling as well as 0.02
| Mack & Recapiure)

! %). { Environment monitoring activities 0.22
vi). | Upgrading of fish hatchery to secure Mahasheer Fish 0.05
vit). | Implemeatation of Biodiversity Action Plan during construction 0.35
! i) Implemcutaﬁon of HSE Plan & development of medical unit 0.01

| (Quarantine Centex) )
). | Regulatory & Laboratory Fees and out of pocket expenses 0.07
044

x). | Lenders Environmental Monitoring Costs

) Validation of Project by Tadependent Consultant {DOE approved 0.01
" | by UNFCCC) '

TOTAL 193 .

—_

123. The Authosity noted that DG-EPA AJK, vide letter dated Augnst 12, 2021, raised observations

regarding utlization of the approved eavironmental budget The Authority conducted a hearing
on October 06, 2021, attended by MPL, CPPA-G, DG-EPA AJK, and PPIB, The decision was
communicated to DG-EPA AJK vide letter dated February 10, 2022,

"NEPRA will true 2/ review the isne of the envirormental cost of MPL at COD tariff adjustment.
The cost atlowed under the bead of Environmental Cost shall be considered up to USD 1.67 prillan, if the
concarns of the competent authority an addreseed and docwmentary evidence is provided to tos Aithority's
ralifackion at the time of COD."

124. The Authority noted that the documents submitted reveal that the actual cost under this head is

12s.

126.

more than the maximum cap of USD 1,61 million and the final allowed arzount is less than the
reference amount. Therefore, the above decision of the Authority is complied with to the extent
of ansuring that the eventual E&S cost assessed in COD does not exceed the reference amount.

Enviconmental Cost has been assessed in accordance with the Non-EPC cost assessment
methodology. For USD-denominated contracts and sub-heads, exchange rate vasjation has been
allowed while PKR-denominated zmounts have been restricted to the reference figures with no
exchange rate variation. Accordingly, the Environmearal cost allowed by the Authority works out
as USD 1.47 milliont (PKR 169.94 million).

Resettlement & Rehzbilitation Costs
The reference amount of USI} 3.96 million was allowed to MPL as Resettlement & Rehabilivation
costs as per the approved PPA dated October 28, 2015, subject to adjustment at COD as follows:

“ Reference Projest Cost will be adjusted on Commercial Operations Date with the aiual land aquésition and
resestlement costr (incleding bus not fmited to land acquisition cost, bouse and siructures cmpansation, bveltbood
rastoration, fowily packages, infrartruciure émpropemsent/ restoration, land imp: tr fncluding constraction of
dykes and drainage channels, water drainage and pumping System, replacement aut of facilities, structures and trees,
rastoratios of access (through bridges or ather means) or osher adtévities dirsctly related with the land acquisition or

resetthment) incurred by the Company....”

26
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127, MPL ciaimed an amount of USD 7.49 millicn as Land, Resettlement and Rehabilitaton supported
by documentary evidences including lease zgreements, DC/Land Collector rate actifications, court
orders, survey and assessment ceports, tnvoices, tax challaos, cheques/pay ocders, and bank
staternents. Summary of the claimed cost s submitted by MPL is tabulated 25 under;

S Amount in PKR | Amount in USD
T .
No Particulars —
{Million)
Land Demarcstion, Surveys and Studies 27 0.26
2 | Land Acquisition (Private and Goverament land) 352.19 3.49
3 | Compensation and Relocaton of various 271.80 234
structures and assets
4 | Other Acquisition Cost 5.59 0.05
5 | Owstanding Claims 240.50 1.35
Total 89171 7.49

128. Land Acquisition: Under land acquisition MPL clatmed USD 3.49 million as the government and
Private Jand acquisition cost. Summary of Land_Acquisition submitted by MPL is discussed and

derailed a5 undec:
F B Lanc.l Acquisitdon
T . Amount in | Amountin
S.No. | Village Kanals | KR UsD
| (Million)
1 Barali 252.00 214.82 2.18
2 Bang ) 1.50 0.08 0.001
5 Gulhar Sharit 106.7 16.14 0.16
T4 | Hillea Kallan 123.25 21.91 021 |
s Mandi . 33.60 25.08 0.24
T 6 Dheri 3.65 0.1 0.002
7 : macr; - 0.40 0.02 0.0002
s | Sher Mandi 11225 15.50 0.12
9 Dera Nawab Khan 114.50 7.72 0.03
10 Registration of Private l2ad - 1.51 0.02 |
27
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Private Land 747.858 326.53 3.23
Government Land 6409.60 25.65 0.26
Total 7157.45 352,19 349

129. Compensation and Relogation of varions structures and gssets: Summary of Compensation

and Relocation cost as submitted by MPL is tabulated a5 under;

Compensation and Relocation of Vatious Structuzes and Assets
Amountin PKR | Amount in USD
8r. No Description Quantity
(Million)
1 | Suspension Bodges 2 205.68 1.80
2 | Houses and Cautle shed 8 2202 0.22
3 C:op Compeusatior: - 1 1.34 ) 0.01
4 Crusher Plant 1 17.80 0.11
5 11 kv Transmission line 1 6.04 0.05
] Telephone Poles 3 0,03 0.000 i
7 | Fruit Teees E 0.42 0004 |
8 Non Fruit Traes 7,886 6.63 0.07
;. 9 Manual Lift 2 3.98 0.02
‘_10 Open Wells o 3 3.60 0.02
1 Water Supplies 2 0.70 0.004
12 Road 1 2.50 0.02
13 Solid waste dumping area 1 1.10 0.01 ]
------- Total ) ;h 27180 2.34

130. The Authority noted that the MPL claim includes PKR 240.50 million (USD 1.35 million),
representing the estimated cost for settlement of outstanding complaints, based on an assessment
prepared with NESPAK's support 2ad as per the commitiee's recommendations. As the matteris
subjudice, the amount pertaining to Ourstanding claims has not been considered by the Authorty.

131.

Dauring review of supporting documentary evidence, the Authority observed that the Thalalot
Bridge was washed away in monsoon flooding and subsequently rebuilt by MPL at & cost of PKR
101.64 million (USD 0.98 millioa). The Agrcement berween MPL and the Seccetary, Local
Goveramenat and Rural Development Department, GoAJK confirms that the rebuild was
undertaken at the request of the District administration Kotl a5 2 goodwill gesture and Corpozate
Social Responsibility (CSR) activity, and not as & project necessity. Clarification was sought in this
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cegard from MPL as to whether the construction was necessacy for the execution of the Gulpur
Project ot incurred purely 2s CSR, however, 10 respoase was received. Accordingly, CSR spending
i PICR 110.64 million on the Thalaiot Bridge has not been considered by the Authority, as such
expeaditure is expected to be met from corporate profits.

132. After the above adjustments, the finai cost allowed by the Authonty on accouar of Land
Acquisition & Resettlement cost works out a5 USD 5.16 million (PKR 554.09 million).

Rexiscd Project Cost
133. Conciuding the discusston made in the above paragraphs, the re-established project cost of MPL
after incorporating one-time adjusanents at COD fs as under:

_; ‘ _ i Refetence l Claimed at COD ] Allowed at COD |
ost headings - -
{USD Million)

| EPC Cost 26590 | 24110 216.16
Custom Duty 360 490 3.89
insurance During Constructon | 4772 566 439
Feasibility & Technical Srudics“_ . 2.00 275 l i.99
[ Project Advisors & Ageats 473 473 47t
| Administration 7.24 10.28 7.01
Qwner's Enginec: ) 2.00 9.68 894
[ Bngincering & Design Cost 9.10 910 9.10
Management Supervision 3.00 329 3.00
IE{:-ch::rc: Verifier /Independent 0.6 0.29 0.28

| O&M mobilization cost 224 255 1.86
[andess’ Financing Fees & Charges | 647 8.09 5.03
Eaviconmearal Costs W | 16l 147
%:;ss.:srdcmcnt & Rehabilitation 3.96 = 49 5.16
Nonm-EPC 53.02 70.41 57.85
Inteccst During Construction | 2370 41:98- 33.69
Total Project Cost_ | ames | 35342 307.70 J

Tariff Components

134, Before discussing the indexation of tariff components, it is essential to highlight thac the Authority
in its determination dated August 03, 2015 prescribed an indexaton mechanism for each
componant of tariff wherein revised indices/values of Local CPI, US CPI, and exchange rate of
particular month were to be used for the next periodic adjustment/indexation. However, when the
Project’s PPA was approved vide NEPRA's decision dated October 28, 2015, the mechanism was
revised wherein averages of Local CPI, US CPI and exchange rate the of last quarters weze to be
used instead. The alignment of indexation with PPAs was also made in COD adjustments of sirnilar
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141.

hydro projects such as Latiab Energy Limited (LELYs New Bong Escape and Star Hydzo Power
Limited SHPL’s Patrind Hydropower Project. The details are given in the section below.

Capacity Tcst

As per the NEPRA’s determination dated August 03, 2015, MPL was required to adjust the
refetence net capacity of 100.98MW provided, the net capacit turns out to be higher in pursuance
ofthe TDC test to be conducted at COD. The reference decision stated 25 follows:

“The Astborily after due consideration of all aspects has decided o approve net capactty of
100.98 MW (after accomnting for 1% of asscliary consunption) and net annnal enstgy of 474.996
GWh for the project. Tht net capasity will be adjusted in lariff at COD in case it is Jfennd 1o be
bigher than 100.98 MW purswant 1o IDC iasts to be carried ont by the project sposcors in acordance
with ihe provisions of the standard Power Purchase Agreensent Jor bydropower projects.”

The Anthority noted that as per the CPPA-G’s notification, the complex was commissioned on
March 10, 2020, with a rested capacity of 100.98 MW (net). Accordingly, the Authority allowed net

capacity of 100.98 MW,

Return on Equity and Retuen on Equity during Construction

As per the Authority’s determination dated August 03, 2015, the Authosity allowed 17% retum on
Equity (TRR based) for the project. As per the approved PPA dated October 28, 2015, the ROEDC
will be adjusted at COD a3 follows:

“The ROEDC rhall be adsusted at Commercial Operations Date based on actual Fming and
approved amorent of equtily snjected during the construction Period against the reference amorns of USD 3.087
wrillion, Efomeser, no adiustorent of actual amonnt of ROEDC beyond Reguired Canmercial Operasions Date
will be allow:d *

. MPL claimed ROEDC of USD 50.49 million in its COD adjustment request while total equity

injected amounts to USD 28.62 milliorn.

. The Authority coted that equity injection commenced on December 23, 2012 and concluded on

Jaouasy 22, 2020, dunng which total equity of USD 88.62 million was injected. OFf this, USD 4332
million was injected prior to Financial Close (Qctober 30, 2015) and has been assumed to be
injected on the FC date for ROEDC compuwation, consistent with previous COD cases. The
temainiag USD 8.66 million, injected after the RCOD date of October 30, 2019, has been excloded
from ROEDC compuration as no adjustment beyond the RCOD 1s allowed.

Based on the above, the ROEDC works out as USD 46.55 million @17% allowed IRR on equity
amount of USD 79.95 million.

The Authority noted that the periodicity of ROE payments has 2 significant impact on the tadff
of power projects, as highlighted in the M. Ali report. To correct this anomaly, the Authority in
cecent Hydro/RE COD cases has detarmined ROE on the basis of moathly calculations rather
than annual. IPPs which negotiated taciffs with the GOP-appointed Negotiation Committee 2lso
recogaized this anomaly and accordingly reduced theit returns to incorporate its impact; these
included Bagro Qadirpur (low BTU gas) power plants, owned by the same parent company
EPTPL. . -
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142. Accordingly, XIRR which caters for monthly payments, being used to work out the ROEDC

and ROE component as discussed below.

143. The Authority noted that in the instant case, the total equity injected during the restricted peciod

was USD 79.95 million while the assessed equity stands at USD 76.92 millios. Accordingly, the
ROEDC amouat works out as USD 46.55 million. Which after applying proration zccording to
precedent cases (Procated ROEDC = Restricted period ROEDC * Assessed Equity/claimed
equity) works out as USD 40.40 milfion and the annual anouity amount works out as USD 6.44
milkon and ROE works out as USD 12.16 million per annum after 12 years the project is allowed
redemption of equity therefore, its ROE component shall revise to USD 12.92 millton per annum.

Water Lse Charge
144. According ro the approved PPA dated October 28, 2015, the referance Water Use Charge was Rs.
0.1500 /kWh. Also, reference determination of MPL dated August 3, 2015 stated as follows:
“Water Use Chargs will be paid on units deliversd basis and will be indexed with Consumer Price
Index (Generad) annwally fron the date of COD. The first such adjustment shail be dus after one yeacof
conamercial operation from COD”

145. MPL has claimed an amount of Rs. 0.16304/kWh as the revised Water Use Charge component
at COD. The clazim of MPL is based on the timelines of actual COD, instead of RCOL. MPL
however 1o the Tadiff component COD filiog has used a refecence value of Rs 0.15 pes kWh for
WUC.

146. 1n view of the sbove, the Authority decided ot to index the Water Use Charge component of
MPL till the completion of one year after COD.

Annual Operation & Mainrenance Expense
147, The refecence values O&M Componeats allowed by the Authority in the approved PPA dated Oct
28,2015 are as below:

lf" O&M " Variable O&M | Fixed O8M Local | Fixed O&M Foreign
| Compornents Rs/kWh

" Reforence | 0.0441 [ S48 | 1903595 |
Varia al)

148. The Authority in its determination dated August 03, 2015 allowed Variable OM (Local} of
Rs.0.0441/%xWh.

149. MPL has claimed an 2mount of Rs. 0.0601/kWh as the revised Variable Q&M (Local) component
at COD. The daim of MPL s based on the modified tariff and dimelines of actual COD, of March
2020. MPL has claimed Variable Q&M (local) component till the last quarter of 2020.

150. The Authority noted that as per the approved PPA, Variable O2M local is to be adjusted with the
revised quarterly CPI local. The approved PPA by define 'Quarferly CPI"as follow:

“Ohearterly CPI" means the average of the snd of Month valuss for the CPLin the guarier Lmmediarely
precsding the relevant Ouarter, which shall equal the smm of the Montb-erd CPT values int the Ouarter
wmmediately preceding the ¢ included Mouth M, divided by the sumber of such velues;
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provided, bowever, that if any such vabves for any of weh Quarter ¢ not availzbl, then the average of
the Month end valces for the most recent available e (3) Months shall be used, urless dirveted by

INEFRA to nse any otber ruonths in liea tharegf.”
To adjust the said componeat of taiff, an indexation factor is used calculating the change in CPl
(rev), i.e., the average of 3 months Oet 2019-Dec 2019 quarten
In view of the above mechanism given in the PPA, the Authodty allowed the following adjusted
Vadable O&M (Local) component on the basis of the following indices:

Reference (Rs/kWh) 0.0441 i
[ CPT (Ref) ) 196.95
CPI (Local) revised 262.29 (average of 260.46, 263.59 and 262.82)
fndex#don Factor 1.3318
| O&M (Local) Adjusted at COD {Rs/kWh) 0.0587 ]

Bized O&M (Local)
MPL was allowed Fixed O&M (Local) at Rs. 155.7487/. kW/M. The approved PPA provides the
same 2djustment mechanism for the Fixed O&M (Local) as for Vasiable O&M (Local) above.

MPL claimed Rs 193.9127 kW/M as Fixed O&M (local) component at COD and requested the
Authotity to allow additional costs over and sbove the approved O&M cost uader Fixed Q&M
(Locsl and Foreign) components on account of the following items that were not envisaged at the
time of the Reference Tariff Detcrmination, Sales Tax on Services at 16% on O&M Opernator's
services and other consultants/advisors imposed following the promulgatton of AJ&I< Finaace -
Act 2015 (USD 473,736 foreign and PKR 25.697 millioa local), Biodiversity Action Plan (BAF)
Implementation Cost of USD 171,000 per annum tequired by Project Lenders for achieving aet
biodiversity gain, PPIB Fees of USD 30,600 per annum st the rate of USD 300 per MW as pet
PPIB (Fee and Charges) Rules, 2018 notified vide S.R.O. 406(1)/2019 dated March 26, 2019,
Tmport of Electricity cost of USD 122,954 charged by the Power Purchaser at commercial rates,
2nd Land Lease Rentals payable to GoAJK amounting to PKR 88.045 million in aggregate 2cross
three payment yeacs.

MPL submitted that the fotegoing costs are in addition to the approved cost of USD 4.20 million
per annum which is affecting the return of the sponsors, and therefore xequested the Authorty to
allow such additional cost as per the actual under O&M Fixed Cost. The following factors shall be
applicable for the period from COD to September 2021 on account of additional cost

Additional Irapact andee Fixed O&M
Description Foreign (USD Million) | Local (PKR Million)

Sales Tax 0.41 25.70
BAP Implementation Incl, Sales Tax 047 - |
PPIB Fees 0.03 |
Troport of electricity 20.55 !
| Revised Cost ) 0.61 46.25 ‘
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!

O&M Component for additional 51.00 38.16 J

impact (Rs/KW/M)_ N -
The Authority noted that the additional costs claimed by MPL on account of Sales Tax, BAP
Implementauvon Cost, PPIB Fees, Import of Electricity and Land Lease Rentals pertein to the
operational peiod, for which no revision mechanism exists in the approved PPA for adjustment
of the O&M component. The Authority observed that if MPL considers the existing O&M
allowsnce to be insufficient, it may seek & modification of tariff through a separate petition
supported by the O&M Agreement, actual costs incurred and financial statements for the
Authodity's consideration. Accordingly, the additional costs claimed by MPL under Fixed O&M
(Local and Foreign) have not been considered at this stage, and only the indexation s per the

mechagism provided in the approved PPA is being applied.
Accordingly, the Fixed 0&M (Local) componeat has been adjusted on the basis of the revised

quarterly CPI (average of October, November and December 2019) as tabulated below:
Reference 155.7487 | Rs/KW/M
CPl(wd 196:95
CP! (rev) 262.29 {average of 260.46, 263.59 and 262.82}
Indexation Factor | 13318 ' |
Revised 2t COD 20742 | Rs/KW/M

Fixed Q&M (Forsign

As per the approved PPA dated October 28, 2015, MPL was allowed reference Fixed O&M
{foretgn) at Rs. 190.3595/kW/M.

MPL has claimed the Rs.349.2663 kW/M on the account of Fixed O&M (F).

The Authority noted that as per the spproved PPA, the foreign portion 15 1o be indexed with the
revised US CPT and the revised FX rate. The approved PPA defines Quarrerty US-CPI" Exchange
rate’ and ‘Quarteriy FX'as follow:

‘Quarterly US-CPT

“Ouarterly US-CPI" nieans the average of each of the end of Month vatues for the US-CPI i the Quarler
camediately preceding the relevamt Quarter, which shall equal thesuz of ali the Montheend US-CPI valkes in
the Ouarter imneediately precading the Quarter divided by the number of et vakies... "

Exchange rate definition
“Fsechange Rate means the TISOD seliing rate for Dollars expressed in Rupees, as published by the
National Bantk of Pakistan prevailing at the dost of Wednesday thas is also & Basirass Day, and with rapect
to any Wednesday that is not @ Basiness Day, the TT&OL salling rate  for Dollars expressed in Rupees, as
pabliched by the National Bank of Pakisian prevatting at the close of the lasi preceding Busizess Day prior io
such Wednesday.”
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&
RQuartery FEX ,
"Ouarterly FX" means the average of each of the Excchange Rates in the Quarter smmediately preceding ibe
relevant Quarter, which thail equal the sumt of the Eocchangs Rates in swch immediately preceding Quarter
divided by the number of such Excbange Rates.

161. Accordingly, the Authority decided to allow the revised Fixed O&M (Foreign) component adjusted
on the basis of revised indices a5 tabulated below:

Reference 190.3595 | Rs./KW/M
US CPI (re) 233,707

US CPI (rev) 257.176 (average of 257.35, 257.21 and 256.97)
FX rate (ref) 101 ‘

FX rate (cev) 155.96 ;:fgmgc of every Wednesdays of the Quatter Oct-Dec

HI_n_d_exatio; Facwor | 1.6993
Revised at COD | 32347 Rs./EW/M

162 The approved PPA dated October 28, 2015 1t is stated a3 follows:

“The Insurance Componens shall be adjusted annsually for the actual premzurs paid subject 10  cap of 0.75%
of the EPC Cost at Gortmersial Operasion Date. The adjusted Insurance Component shall be calenlaied in
accordance with the following formula: :

INS (4Dj)” | = (RIC/ (0.65% of Refirence EPC Cost in US8)} * AP
“Where: ! a
INS (AD]) = the adiusied Insurance Component;
RIC - the Reference Insuranes Component, in Bs R Month, given 8
Anneed
AP = the actseal premeam in USD, for the relovant Agresment Year”

163. MPL submitted that the reinsurance matket has become significantly harder due to deterioration
in reinsurers’ profitability on account of large-scale natural disasters, COVID-19, classification of
South Asia &s 2 high-risk atea, limited reinsurance market for hydroelectric power projects and
reduced underwriting capacity. MPL further submitted that the basic premium for the first year of
operations stands at 0.95% of EPC Coat (1.11% including taxation and allied charges) and 1.07%
of EPC Cost for the second year (1.20% including taxation), both exceeding the cap of 0.75%
fixed in the PPA. Accordingly, MPL requested that the Insurance During Operations component
be adjusted at actual as this is beyond the Compaay’s ceasonable control.

164 The Authosity noted that as per the determination dated August 03, 2015, the Insurance
component was tequired to be adjusted annually og the basis of actuzl premium paid, subject to
the prescribed cap of 0.75% of EPC Cost at COD, upon production of documentary evidence,
However, MPL has not submitted the requisite documentacy evidence in support of its claim at
this stage, and only general market assessment information has been provided. Accordingly, the
actual payment of the Tasutance Component shall only be made once a separate claim is submitted -
by MPL with supporting documentary evidence for its adjustment under the mechanism
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prescibed in the epproved PPA. For the purpose of computing the reference tariff at COD, the
Insurance [uring Operations component has been computed using the allowed EPC Cost ofUSD
216.16 million converted at the weighted average exchange rate of Rs. 125.68/USD with 0.65% of
EPC Cost, resulting in :n Insurance During Operations component of Rs. 145.7347/kW/M and
the Authority decided o allow the same subject to adjusument at acrual upon submission of
documentary evidence by MPL as per the mechanism prescribed in the Order Pact of this decision.

Debt Servicing
The 2ppsoved PPA dated October 28, 2015, provides the following adjuscments in Principal

Repayment and Cost of Debt

“The Refervrnce Foreign Debt Principai and Reference Foreign Debt Interest shall be adiusied ot
COD ar per actual borrowing composition and variation in LIBOR at the relevant date during the Projest

consiruction period”

MPL submitted that the climed COD Project Cost of USD 353.42 million has been funded at2
debt equity ratio of 74.93:25.07. MPL further submitzed that the construction schedule was
affected due to cerain Force Majeure Events, consequenty altering the pattern of project cash
requirements. In view thereof, the Company utilized the lozn in accordance with the Project
requirements and received oaly 5 disbursements with an aggregate of USD 239.80 million during
the construction period. MPL submitted that delay in the final disbursement was faced due to
certain pending issues with the Lenders, who held back the last disbursement of USD 25.00 million
untl cesolution of pending issuss and demonstration of the Company's ability o make future
repayments. The Financiess also cequired the Korean spoasots to provide additional sponsor

support in excess of their contractual commitments.

MPL further submitted that due to the withholding of the last disbursement, certain payments
could only be made subsequent to its receipt on September 14, 2021, and that while the iast
dishursement was pendiag, four repayments were made by the Company from available resources
incinding a sponsors’ loan amounting to USD 16.28 million, MPL also submitted that the delay ia
receipt of the loan amount resulted in savings in Interest During Censtruction and during
operations, as carlier utilization of these amounts would have resulted in addidonal JDC exposure.

MPL subenitted that based on the final Project Cost, the zepayment schedule has been 2djusted a5
pes the actual profile of disbursement. Since the LIBOR is-available for the first five repayments,
the interest for the said repayments has been adjusted 25 per actual, whereas future interest values
have been determined usiag the LIBOR of (.7354% prevailing on the COD date. Accordingly, the
Company made four repayments based on the loan drawn of USD 239.80 million, while the 5th
repayment has been adjusted to account for repayments of the last disbursement of USD 25.00
million. The interest paid under the first four repayments is correspondingly lower based on the
actual loan drawwiown. MPL requested that the tariff components for debt service be adjusted to
reflect the actual principal repayments and interest profile accordingly.

The Authority noted that as per MPL's submission, the total debe disbursed up to RCOD
amounted to USD 239.80 million, while the last disbursement of USD 25.00 million was received
approximately 1.5 years after COD in September 2021 due to various delays including COVID-
19, bringing the total claimed debr to USD 264.80 million. The Authosity observed that since the
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remaining debt of USD 25.00 million {USD 264.80 million less USD 239.80 million) was not
withdrawn until after the actual COD, no IDC was incurred on this amouat.

The Authority noted that the assessed project cost wotks out to USD 307.70 millioa {Rs. 38,266.29
million). Relying on the reference debt to equity zatic of 75:25 as per the approved PPA, the
allowed debt works out to USD 230.77 million. The Authority allowed a spread of 5% over ¢-
month LIBOR for the debt repayment pedod of 12 years. The 6-month base LIBOR stood at
1.912% on che last date of the peried ending December 31, 2019. Based on the above assumptions,
the annual debt servicing works out to USD 28,61 millioa and the correspoading Debe Service
Component in PKR works out to Rs. 3,667,7873/kW/M aad the Authority decided to allow the
same for each of the first 12 years.

With regards to be indexation of debt servicing componeat it may be noted that the determination
dated August 03, 2015 provide the following LIBOR adjustment mechanism post COD:

W) Adiugtment for LIDOR varistion
The intersst part of flued charge component of forelgn dnbt Will remaln
unchanged throughout the term except {or tha adjustraent due to exchange
eata variation and varistion ln G-moaths UBOR. white spresd of 5.00% on
LIBOR remalning the s3me, according 1o the following formatn:

al - P inovy ® [LIGOR gy — 0.35%} P
Whers:
& - the varlation In  intereit charges applicable

corrasponding 1o varlation In six-month LgoR, Al can
be positiva or negative depending upon whether LIBOR
|ngvy & OF = O3BK Tha kntalest p3ymant obligatton wAl
be enhanced or raduced to the extent of &l for =ach
parjod under sdlustmant applicabie on sermi-annum
basta

the outstanding peincipa] {as Indicated in the attached
debit sacvice schedule to this arder on 2 semi-anneal
masls at the relevant caliutations dates.

Py =

While the approved the PPA dated October 28, 2015 provide the following mechanism:

314 The Reference Forsign Debt Interest Component shall be indexed by wiing tha Fortign Losn
taserest Adjustraent Factor (FLIAF,) a2 at the Comumersinl Operation Data and every 150 January
aod Lt July thereaiter, where FLIAE wifl be cakulated accoeding 1o the following foemula

TLIA?,  ~  [LIBOR.r 50%)
{RIBOR « + 0%}
witers:
FLIAS, - tha veloe of the Focelzn Loan Enterast Rate Adjostment Factor

applicable for the Sernlannual Pestod followvinp tharelevant
indexation date, ™7

LIBCH, - the LIBOR oo the Day immediately preceding tha Commerciat
Cpenations Dato or 30% June or 31% December, a3 applicabla:

LIAOR - “The Reference LIBOR
T bl tima on which such caleulation was miads «f

Similar formanla difference was also found in Star Hydeo Power Limited PPA vs determination
however the Authosity In COD adjustment resericted to (Delta §) formula as stated above. The
Delta 7 formula is also being used consistently in other [PPs determination as well Therefore, the
Authority decided to use Delta # formula as being used consistently in other IPPs.
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The Authotity hereby determines and approves the following generation tariff at COD for Mira
Power Limited (MPL) for its net 100.98 MW run-of-rver Gulpur Hydropower Project at AJI,
along with adjustments/indexations for defivery of electricity to the power purchaser:

Tadff Components Reference at COD [ indexation
Vaciable Chasge (Rs/KWh)
Varable Q&M ~ Local 0.0537 CPT{Local)
Water Use Charge 0.1500 C”PI(Loa.l}
Total 0.2087
-;;cd ‘Chnrgc {Rs/ kW /D)
Fixed O8M- Local [ o7 CPI(Local) ig
Pixed O&c» Forelgn 3234746 PKR/US$, US-CFI
Tnsucance 145.7347 PKR/USS
 Rerurn oo F.;utty—(.‘lu Years) 1,558.5282 PKR/USS
Return on Equity (13 30 Years) 1,656.64788 PKR/USS
.F:c;u;;o;l E;uiry durng Constuction 826.0584 PKR/USS
Debt secvice (1-12 Years) ! 3,667.7873 PKR/USS, LIBOR
[ Total | 6,729.0030
Tariff (Rs./kWh) for 1-12 years 17.3751
Taciff (Rs./kWh) for 13-30 yeacs 8.2686
 Levelzed Tantl R/l 148507 '
Levelized Tasiff (US Cents./k\Wh) T emes | ) J

i. The reference waziff has been caleulated on the basis of net contracted capacity of 100.98 MW and
net annual energy production af 474.9%6 GWh.

ii. The reference PKR/Dollar rate has been assumed at 1 USD = 155,35 PKRL

iii. The above tariff is applicable for a period of thirty (30} years on BOOT basis commencing from
Commercial Operation Date.

iv. Debt service will be paid in the first 12 years of commercial operation of plant after COL-
v. Redemption of equity has been allowed after 12 years of commercial operation of the plant.

vi. The component wise tadff is indicated at Annex-I
vit. Debt Servicing Schedule is attached as Annex-II

)
Indexations

The following indexations shall be applicable to the reference tariff;
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Indexation for Water Use Charges

Water Use Charge will be paid on units delivered basis and will be indexed with Consumer Price Index
(General) anavally afrer one year of operations from the date of COD. The first such adjustment shall
be due after one year of commercial operation from COD, according to the formula:

WUC gy = | WUC geg * CPladjusty
Where: o
WUC =_ The reference Water Use Charge component of tadff for the |
®ef relevant pediod.
CPIAdjuty = | CPIy-1/CPI per
[ The Revised average Consumer Price Index (General) ie. the
CPIy _ | average of the each of the end of Menth values for the CPI-
: General notified by Pakistan Burcau of Labos Statistics of the
year immediately preceding the relevant year.
- Reference Avecage Consumer Price Index (Geaeral) of the end
CPI per = | of Month values from November 2016 to October 2017 2s
notified by the Pzkistas Bureau of Statistics
Indexation applicable to O&M

The local component of Q&M will be adjusted on accouat of local Inflation (CPI), whereas the
foreign component of O&M will be adjusted on account of Rupee/Dollar exchange rate varation
and US CPL Quartedy adjustment for local inflation, foreign inflation and exchange rate variation
will be made on 1st July, 1st October, 1st January & 1st April respectively on the basis of the Jatest
available information with respect to local CPI general (notified by Pakistan Bureau of Statistes), US
CP1 (notified by US burean of fabor statistics) and revised TT & OD Selling rate of US Dollar {notified .
by the National Bank of Pakistan). The mode of indexation will be 2s under:

2. Fixed Q&M Local & Foreign

¥
.

O&Mquery * CPIguv) / CPlgan

F Q&M prrv =
F O&M grav = | O&Mgrer * USCPIqevy/ USCPlgen * ERgavy/ ERwen)
Where: . |
_ | The revised applicable Fixed O&M local component of tariff |
FOMM@ren | = | i dexed with CPI (General). |
| The revised applicable Fixed O&M foreign component of tarff
FO&M qriss) ~ | indexed with US CPI and exchange rate vaciation.
_ | The reference fixed O&M local component of tariff for the relevant
F O&Mgrim period,
" | The reference fixed O&M foreign component of tariff for the |
F O&Mguin ~ | relevant pedied. i
_ {The Revised avemge Consumer Price Index (Genera) ie. the |
CPLgmw = | average of the end of months values for the CPI-General notified by
Paldstan Bureau of Labor Statistics of the quarter immediately
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preceding .ae relevant quarter. (If any such values are not available
then the average of the end of month values for the most recent

three (03) months shull be used.)

CPIguuy

262.29, Reference Average Consumer Price Index (General) for the
quarter October 2019 to Decernber 2019 as notified by the Pakistan

Bureau of Statistics

! us CPI{REV:!
|

The Revised average US Consumer Price Index (Al Urban
Consumers) Le. the average of the end of moaths values for the US-
CPI notfied by US Bureau of Labor Statistics of the quarter
immediatcly preceding the relevant quarter. (If any such vaiues are
not availzble then the average of the end of month values for the
most recent three (03) months shall be used.)

! Us CPI(REP)

257.176, Reference Average US CPI for the quarter October 2019 |

The Revised average 1T & GD selling rate of US dollaz for each
Wednesday for the quarter immediately preceding the relevant
quater as notified by the National Back of Pakistan

Rs. 155.97/USD the reference average exchange rate of each

to December 2019 as notified by the US Burean of Labor Stadstics. ’

Wednesday of the quarter Qcrober 2019 to December 2019.

b. Varable Q&M Laocal

TV O&M (LREV)

O&Maren * CPlgay, / CPlres

Whete:

V O&M qrew

‘The revised applicable Vartable Q&M local component of tadff
indexed with local CPI (General).

Q&M erer

The reference variable 08:M local component of tasiff for the zelevant
petiod. i

CPI vy

The Revised average CPI {General) i.e. the average of the end of
months values for the CPI-General notified by Pakistan Bureau of
Labor Statistics of. the. quarter immediately preceding the televant
quarter. (If any such values are not available thea the average of the
end of month values for the most recent three (03) months shall be

used.)

CPI qum)

262.29, Reference Average Consumer Price Index (General} for the
quarter October 2019 to December 2019 as notified by the Pakistan
4

Bureau of Statistics !
|

lpsucgnce
Iq case of insurance denominated in USD, tasurance cost component of tariff will be adjusted on
account of USD/PKR exchange rate vasiatiof on anaual basis. Furthes, insurance componeat of the
reference tadff will be adjusted as per actually incurred prudent costs, subject to maximura of 0.75%
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of the EPC cost on production of authentic documentaty evidence by the MPL, according to the

following formula:
| Ins (ad = | (RIC/(0.65% of Refercace EPC Cost in US§)) * AP
[ Where;
Tas = the adjusted Insurance Component
5 The Reference Insurance Component in Rs./ W/ M (i.é._
| RIC = Rs.145.7347/kW/M)
:P— ) _ | Theactual premium ia USD, for the relevant Agreement Year.

Indexas licable 1o Del
Foreign debt and its interest shall be semi-annually adfusted for exchange rate vadation which will be
made on 1st january & Ist July agrinst the average TT & OD selling ratc of US dollar for each
Wednesday for the semi-anaual pedod immediately preceding the relevant semi-annual peciod as
notified by the Nationai Bank of Pakistan, wherein the reference TT& OD sclling rate is

Rs.155.35/USD.

Adjustment for LIBOR Vagation

The interest part of capacity charge component of foreign debt will remain unchanged throughout
the term except for the adjustment due to vadation in 6-months LIBOR, while spread of 5.00% ca
LIBOR remaining the same, which will be made on 1st January & 1st July according to the following

formula:
—r . -
Al = Pany ¥ (LIBORgov - 1.91213%) / 2
Whete,;
T The vaoation tn intetest charges applicable corresponding to varation
six-month LIBOR. Al can be positive or negative depending upon
| AT - whether LIBOR gavy > or < 1.91213%. The interest payment obligation
, will be enhanced or reduced to the extent of Al for each pedod under
adjustment applicable on semi-annual basis.
The outstanding principal (as indicated in the attached debt service
P — schedule to this order} on 2 semi-annual basis at the relevaat calculations
aad dates.
T Revised 6 months LIBOR rate as at the last day of the preceding semi-
LIBORguvy | = | anmual pedod.
Remm on Equity

Return on Equity (ROE) as well as Return on Equity during Constmction (ROEDC) component of
tariff shall be adjusted for variztion in PKR/USD exchange rate according m the following formula:

! ROE pnv

ROE gen * ER gzv/ERgen

: ROEDC gew

ROEDC @er * BR revy/EReen
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L |
Tl
Where, _ |
-I;OE REY "_z | Revised Return on Equity component of tarifE
: [Revi 5 Equity during Construction com cnent of tadff.
ROEDC qev) . | Revised Return on Equity duting P
—1_10!351-,:.) .. | Reference Return on Equity component of tariff

| Reference Return “on Equity “during Construction component of
ROEDC qrr = | tadff.

The Revised average T1 & OD selling rate of US dollar for each
ER | Wednesday for the quarer immediately preceding che zelevaar
R | quarter as notified by the National Bank of Pakdistan

[The reference TI'& OD selling race of Rs.15535 / USD.

ERqen =

Other Terms and Conditions of Tariff

No provision for income tax has been accounted for in tire Reference: Tariff. If the Company is
obligaced to pay any tax, the exact amount paid by the Company shall be reimbursed by the Power
Purchaser on production of original receipts. This payment shall be considered as pass-through
payment spread over a 12 months period in 2ddition to fixed charges proposed (if any) in the
Reference Tariff FPurthecmore, in such a scenaco, the Company shall also submit to the Power
Purchaser details of any tax shield savings and the Power Puschaser will deduct the amount of these
savings from its payment to the Company on zccount of tasation.

Withholding tax on dividend is also 4 pass-through item just like other taxes as indicated In the
government guidelines for determination of tariff for new IPPs. Withholding tax shall be paid at the
rate of 7.5% of the dividend declazed on the Reference Return on Equity plus Reference Retum on
Equity DC. The Power Purchaser shall make payment on account of withholding tax at the tme of
actual pagment of dividend subject to maxirmum of 7.5% of 17% retum on equity and return on equily
during construction according to the following formula:

Withholing Tas Papable | = | [{17% x (Equp - Ee)} +Return on EquityDCae] x
7.5%
Where:
1 Ege =" | The adju;:cd reference amount of equity at COD for
|, .| the relevant year. L
Eey = | Equity Redeemed, if any
Return on E-qﬁ:—tyDCM_ = | The adjusted reference amount of retum on equity

during construction for the relevant yeat

In case the Company does not declare a dividend in 2 particular year or only declares a pactial dividend,
then the difference in the withholding tax amouat (between what is paid in that year and the total
catitlement as per the net return on equity plus return on equity during construction) would be carried
forward and accurmulated so that the Company is able to recover the same as a Pass Through Item
from the Power Purchaser in future on the basis of the total dividend payout

. General conditions / assumptons of MPL, which are not covered in this deciston, will be dealt with

according to standard terms of its approved PPA.
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"The above Order of the Authorily along with revised tadiff table and debt sexvicing schedules as
attached thegeto as Annex-] & I is intimated to the Federal Government for notification in the official
Gazette as par Section 31(7) of the Regnlations of Generation, Transmission 2nd Distdbution of

Electrie Power fct, 1997.
AUTHORITY
o Aminz Ahmed Engr. Magsoo®/Anwar Khan
Member Member

N

Waseem Mukhear
Chaitman
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Annex-{
MIRA POWER LIMITED
TARIFF TABLE
Variable | Water Use | Fixed O&M | Fixed O&M Return on | ROE Duri oan Tarift For
Year O3%M Local| Charge Local Foreign Insurance Equity ConEstruct?c?n Re;l)-ayment :.‘.r;:::::: Tota) Tarlft * gzxgzg:on
Rs./kWh Rs./kWh Rs. J kWim Rs. / kWM 2s. ! kWim Rs. / kWi Rs. § kWIN Rs, J KW/M ReJKWIM Rs. I kKWh ¢/ kWh

i 0.0587 0.1500 2074198 323.4746 145.7347 1,558.5282 826.0584 1,660.8284 2,016,9592 17.37514 10,9795
4 0.0587 0. 1500 207.4"98 323.4746 145.7347 ‘1,558.5282 826.0584 1,766.9073 1.900 8800 17.3751 10.97d5
3 0.0587 0.1500 | 207.4{98 323.4746 145.7347 1,.558.5282 §26.0584 1,891.1487 1.776,6386 17.3751 10.9745
4 0.0587 0.1500 207.41e8 323.4748 145.7347 1,558.5282 826.0584 2,024,1262 1,843.6611 17.3751 10.97¢5
5 0.0587 0.1500 207.4198 323.4746 1487347 1.558,5282 826.0584 2,166.4541 1,501.2332 17.3751 10.9785
8 00587 0.1500 207.4%98 3234746 145.7347 1.558.5282 826.0584 | 2,318.78989 1,348.9974 17.375% 10.9795
7 0.0587 0.1500 2074498 | 3234748 145.7347 1,558.5282 826.0584 2,481.8373 1,185 9499 17.3751 10.9795
8 0.0587 0.1500 207.4%08 323.4746 145.7347 1,558.5282 £26.0544 2,656.3496 1,011.4377 17.2751 10.9795
9 0.0587 0.1500 207.4198 323.4746 145.7347 1,558.5282 826.0584 2,843.4327 B24.6545 17.3751 10.9795
10 0.0587 0.1500 207.4188 3234748 145.7347 1,558.5282 826.0584 3,043.0497 6247375 17.3751 10.9795
11 0.0587 0.1500 207 4198 323.4746 145.7347 1,558.5282 826.0584 3,257.024¢ 410,7633 17.3751 10,9795
12 0.0587 0.4500 207.4198 323.4746 145.7347 1,568.5282 826.0584 3.,486.0441 181.7432 17.3751 10.9795
13 0.0587 01500 207.4198 323.4746 145.7347 1,656.6788 826.0554 8.2686 52250
14 0 0587 0.1500 207 4198 323.474% 145.7347 1,656.6788 826.0584 5.2686 £.2250
18 00587 0.1500 207.4198 323.4746 146.7347 1.656.6788 826.0584 8.2686 5.2250
16 0.0587 01800 207.4198 323.4746 145.7347 1,656.6788 826.0584 B.2686 5.2250
17 0.0587 G,1500 207.4198 323.4746 145.7347 1,856.6753 826.0584 8.2686 | 5.22_5::0
0.0587 0.1500 207.4198 323.4746 145.7347 1,656.6783 8260584 3.26088 5.2250

© 0.0887 0.7500 207.41098 323.4746 1457347 1,656.6788 826.0554 8.2686 5.2250

0.0587 0.1500 207.4198 3234746 145.7347 1.656.6788 826.0584 8.2686 5.2250

0.0587 0.1500 207 4198 323.4746 145,7347 1,656.67a8 826,0584 8.2686 52250

0.0587 | 0.1500 207.4198 323.4746 145.7347 1,656.6788 826.0584 B.2686 5.2250

0.0587 0.1500 207.4198 323.47486 1457347 | 1,656.6788 826.0584 8.2686 5.2260

0.0587 0.1500 ; 207.4198 323.4746 1457347 1,656.6788 826.0584 8.2686 5.2250

0.0587 0.1500 7 207.4198 3234748 1145 7347 1.656.6788 526.0584 8.2686 5.2250

(.0587 0.1500 20741981 ' 323.4?46 145.7347 1,856.6788 | 826.0584 8.2686 5.2250

0,0587 0.1500 207.4198 323.4746 145.7347 1,656.6788 826.05584 8.2688 §.2250

0.0587 0.1500 207.4198 323.4746 145.7347 1,656.6788 826,054 8.2686 §.2250

29 0.0587 0.1500 207.41938 323.4746 145.7347 1,656.6788 826.0584 8.2686 5.2250
30 0.0587 0.1500 2074198 323.4746 145.7347 1,656.6788 | 825,0584 8.2686 5.2250
Levelized Tariff 00587 0.1500 207.4198 323.4746 145.7347 1,585.7364 826.0584 1,660.8644 1,000.1804 148607 |/ 9.2843

4The above toriff ras been colewlated on the basis of net controcted capacity of 100.58 MW and nat annual energy production of 474.996 Givh,
o

[43._.




Annex-il

MiRA POWER LIMITED
- Debt Servicing Schedule
Foreign Debt :
. Debt P':;:::::; Annual Annual Debt P‘::\ r::::ll Anm:git Ag:;ta l
\ Principal | Repayment | Mark-Up | Balance Interest Servicing Inter ervicin
Feriod | Milion$ | Mittion$ | Million$ | Million $ e | ponaymete | MilionUss | willion Uss | FePa¥eRt | popowm | SerERS
230.7741 6.3250 7.9757 | 224.4451 | 14.3047
1 224.4451 6.5478 7.7570 | 217 8973 | 14,3047 12.8768 16.7327 28.6094 1,650.8281 2,016.9692| 3.667.7873
217.8973 6.7741 7.5307 | 211.1233 | 14 3047
2 211.1233 7.0082 7.2066 § 2041151 [ 14,3047 13 7822 14.8272 28,6084 1.768.8073 1,600.8800 1 3.667.7873
204.1151 7.2604 7.0544 | 195.8647 | 14.3047
3 196.8647 7.5010 6.8038 | 1893638 | 14,3047 14.7513 13.8581 28.6004 1.891.1487 1,776.6386 | 3.667.7873
189.3638 7.7602 6.5445 | 181.6036 | 14.3047 |
4 181.6036 8.0284 6.2763 | 173.5752 | 143047 | 15.7886 12.8209 28.6094 20241262  1,643.6611] 3,667.7873
173.5752 8.3059 59980 | 1652684 | 14.3047
5 165.2694 8.5929 5.7118 | 1566765 | 14.3047 16.8888 11.7107 28,6094 2,166.4541 1,601.3332 | 3.667.7873
156.6765 5.8899 54148 | 147.7868 | 14.3047 ‘ ‘
6 147.7866 9.1971 | 51076 | 138.5804 | 14.2047 18.0870 10.5224 26.6094 2,318.7800 1,348.9974 | 3,667.7873
138.5854 9.5150 47897 | 129.0745 | 14.3047
7 129.0745 0.8438 44609 | 1192306 | 14.3047 19.3588 9.2506 28.6094 2.481.8373 1,165.0499 [  3.667.7873
119.2306 10.1840 4.1207 | 1090466 | 14.3047 ‘
8 109.0466 10.5360 3.7687 | 96.5106 | 14.3047 20.7200 7.8894 28.6004 2,656.3458 1,011.4377 | 3667.7873
98.5106 10,9001 34046 | 87.6105 | 14.3047
9 87.6105 11.2769 3.0279 | 76.3336 | 14.3047 22.1770 6.4325 28.6094 2,843.1327 824.6545 | 3.667.7873
76.3336 11.6666 26381 | 646670 14.3047 .
10 64,6870 12.0898 22348 | 525972 1 14.3047 23.7364 48731 28.6094 3.043.0407 624.7375 | 3.667.7873
52,5072 12,4869 48178 | 401103 | 14.3047
11 40.1103 12.9185 13862 | 27.1918 | 14.3047 254054 2.2040 28.6094 3.2657.0240 410.7633 | 3,667.7873
27.1918 | 13,3850 0.9398 13.8268 | 143047 \
12 13.8269 | 13.8269 04779 | 0.0000 | 14.3047 27.1918 | 1.4176 28.6094 3,486.0441 181.7432 | 3,667.7873
PR
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Note of Member (Tariff & Finance)

jon) is being issued pursuant to th. stipulations and

adjustment mechanism approved in the decisions issued by NEPRA. in the matter of request filed by CPPA-
G for the approvai of PPA containing tariff and terms conditions for power procurement from 102 Gulpur
Hydro Power Project of Mira Power Limited (Mira Power) issued on 03 August 2015 and on 28 October

2015 (Reference Tariffs).

The ins’ant COD Tariff Adjustment Decision {Deci

Given that the COD adjustment request was filed to NEPRA in March 2022, this case has been inordinatsly
and inexcusably delayed for over three (3) years. This matter should have been dealt with and decided years

ago.

change rate variation on

Disagreement with the majority view on the rationale for disallowance of ex
the entire enginesring and construction cost

d exchange rate variations cn the entire engineering and construction cost

Mira Power has not been allowe
they should

in the Decision. One of the reasons stated for this is that, since such costs are incurred locally,
be paid in PKR and, accordingly, no indexation for exchange rate veriation should be allowed. 1 do not
agree with this general basis for not allowing exchange rate variations on any portion of engineering and
construction cost, as it runs contrary to the treatment NEPRA has itself approved in the Reference Tariffs,
and to the fact that NEPRA has allowed exchange rate variation on such costs in m
different technologies. 1 agree that the civil works portion of the engineering and construction cost has
rightly been considered and allowed in PKR in the Decision, however, my agreement is based solely on the
specific mechanism approved by NEPRA in the Reference Tariffs, which expressty locks that cost in PKR
and provides for the escalation of thar PKR amount, and not on the basis that these are local costs and

should therefore be kept in PKR.

nical works

Dissent on disallowance of exchange rate variation for electrical and mecha

The electrical and mechanical works portion (USD 9.55 miltion) of the engineering and construction cost,
i.¢. the portion other than the civil works cost mentioned above, has not been allowed adjustment on account
of exchange rate variations in the Decision. In my view, Mira Power should be allowed exchange rate
variations on this portion of the engineering and construction cost, for the following reasons: (i) NEPRA in
the Reference Tariffs approved the allowance of exchange rate variation on costs incurred in foreign

and the cost of electrical and mechanical works has been incurred in foreign currency, (ii) unlike

currency,
Tariffs, and accordingly has not

the cost of civil works, this cost was not set out in PKR in the Reference
een allowed escalation under the approved adjustment mechanism, (iii) in the decision for Laraib Energy
(the first IPP hydro power project which achieved financial close and COD prior to Mira Power), the portion
of the onshore EPC costs, not included in the cost escalation mechanism, was treated as USD based, and
was allowed exchange rate variation. Therefore, there is absolutely no justifiable reason for disaliowing
Mira Power the cxchange rate variations (or this portion of the engineering and construction cost.

O

Amina Ahmed
Member (Tariff & Financs)
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o J National Electric Power Regulatory Authority
%ﬂm Islamic Republic of Pakistan
NEPRA Tower, G-5/1, Attaturk Avenue, Islamabad

Phone: 8206500, Fax: 2600026
Website: www.nepra.org.pk, Email: registrar@nepra.org.pk

No. NEPRA/TRF-100/Notifications/ 2-¢92.1 q —2 October 05, 2026

The Manager

Printing Corporation of Pakistan Press (PCPP)
Khayaban-c-Suharwardi,

Islamabad

Subject: NOTIFICATION REGARDING DECISION OF THE AUTHORITY

In pursuance of Sub-Section 7 of Section 31 of the Regulation of Gceneration,
Transmission and Distribution of Electric Power Act, 1997 (XL of 1997); enclosed please
find herewith a notification in respect of the following Decision of the Authority for
immediate publication in the official Gazette of Pakistan:

S. Decision Issuance No.and | SRO No. allotted
No. Date by PCPP

1. | Decision of the Authority in the matter of | 15775-15779

Commercial Operations Date Adjustment of | 07-08-2026 ! /
102 MW Gulpur Hydropower Project located at ! é?ﬁ{
Kotli District , Azad Jammu & Kashmir

2. Plcasc also furnish ten (10) copies of the Notification to this Office after its
publication.

Encl: 01 Notification
\“O/zuw Yoo

(Wasim Anwar Bhinder)

CC:

1. Chicf Executive Officer, Central Power Purchasing Agency (Guarantee) Limited,
Blue Area, Islamabad

2. Syed Matcen Ahmed, Depty Secretary (T&S), Ministry of Energy — Power Division,
[siamabad
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