FOUNDATION WIND ENERGY-II (PRIVATE) LIMITED

[Formerly Known as Green Power (Private) Limited] o
Current address: Fauji Foundation Head Qffice, P&D Division, 68 Tipu Road Chaklala, Rawalpindi

Ph: 051-5951971 Fax: 051-5951732
Reference: PD-4918 /GPPL , _ 08 September, 2011
The Registrar, by .
Nationg Electrical Power Regulatory Authority (NEPRA) i ‘“M”A” " A
2nd Floor, OPF Building,
G-5/2, Shahrahe-e-Jamhuriat "'\j a Pl
Islamabad, Pakistan. ' \
| . | — Ap (mR)+1n -

Ph: 051-9207200 ANq
Fax: 051-9210215 Copy o

S & (omt)

D 0y (Tomf)

Subject: TARIFF PETITION FOR 50 MW WIND POWER PROJECT AT
GHARO, DISTRICT THATTA, SINDH OF FOUNDATION WIND ENERGY II
: (PRIVATE) LIMITED

Reference: letter No. NEPRA/TRF-100/7873 dated 07 September, 2011;

1. In the under reference letter, certain shortcomings have been identified by the
National Electric Power Regulatory Authority (“NEPRA). Para wise response of
Foundation Wind Energy-II (Private) Limited regarding said shortcomings is as under:-

1) Though the cover letter of petition is signed b; the Petitioner, however
as required, each page of the tariff petition now have been duly initialed
and last page of petition has also been signed by the Petitioner.

ii) Final approval of Feasibility Study is in process with AEDB, however
provisional Approval of Feasibility Study is already attached as Annex-
2. whereupon AEDB has allowed Foundation Wind Energy-II
(Private) Limited to submit tariff petition with NEPRA.

iii) NEPRA has granted permission to NTDC to procure power from 50 MW
wind power plant of Foundatiori Wind Energy-I1I (Private) Limited, copy of
NEPRA Decision is already attached as Annex-6.

2. In view of the above, the subject tariff petition, in original after doing the
needful is submitted for your re-consideration, please.

Best regards
Nireck
FoundationWind Eng Ly wsett

Brig Dr. Gulfam Alam (Retd)

Project Director
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~ FOUNDATION WIND ENERGY-II (PRIVATE) LIMITED

[Formerly Known as Green Power (Private) Limited]
Current address: Fauji Foundation Head Office, P&D Division, 68 Tipu Road Chaklala, Rawalpindi
Ph: 051-5951821-40 Ext: 1402 . Fax: 051-5951732

Reference: PD-4918/GPPL August 30, 2011

The Registrar,

National Electrical Power Regulatory Authority (NEPRA)
2nd Floor, OPF Building, _

G-5/2, Shahrahe-e-Jamhuriat

Islamabad, Pakistan.

Ph: 051-9207200
Fax: 051-9210215

Subject: TARIFF PETITION FOR 50 MW WIND POWER PROJECT AT
GHARO, DISTRICT THATTA, SINDH OF FOUNDATION WIND ENERGY II

(PRIVATE) LIMITED £ (%
: \
Dear Sir, \‘\é §
1. Fauji Foundation ("FF") acquired majority shareholding of a 50 MW wind (/(\‘ ;r\\ ’
power project, formerly known as “Green Power Private Limited” from the Tapal ' m
family in June 2011. The site is located at Gharo, Thatta, Sindh, Pakistan @
(“Project”). After acquisition, the name of the company from Green Power Private °
Limited was changed as Foundation Wind Energy-11 (Private) Limited (“FWEL-II"). F\\\
Now the FWEL-II is owned and managed by FF. FWEL-1l was granted a letter of \i '
Intent (“LOI”) by the Alternative Energy Development Board (“AEDB”), Ministry of f;, ’
Water & Power, Government of Pakistan on September 22, 2004 (copy of LOI is P.\
attached as Annex-I). | - 'S,()\ .
2. The Feasibility Study had been approved by AEDB vide its letter No. O%
B/3/1/2006 dated April 07, 2006 (copy of approval letter is attached as Annex-II). \‘?j\
In this regard, the Monthly Bench Mark Energy Table, Energy Yield and Power N
Curve data, based on Nordex N100 WTGs along with other technical requisites had '
been submitted to AEDB for the approval of revised Feasibility Study. In view of the
said submittals, AEDB has accorded partial approval to process the filing of
generation licenises and tariff determination with respect to FWEL-II project (copy f ?Do
of AEDB letter is attached as Annex-Ill). L%
i F g
3. FWEL-1I has already submitted application for Modification in Generation f(\f\):’ -
License on July 21, 2011. It is requested that the Generation License application G '\'-‘h
may kindly be considered concurrently with this Tariff Petition. J :\I
EREW ! N
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4, FWEL-1I is pleased to submit its petition for approval of (i) the reference
Generation Tariff (ii) the Energy Production estimates (iii) the Benchmark Energy
Table and Monthly Curves (iv) the Correction Factor (v) the indexation and
adjustment (vi) adjustments at commercial operation date and (vi) other matters
set out in this Tariff Petition pursuant to the “Regulation of Generation,
Transmission and Distribution of Electric Power Act (XL of) 1997 and Tariff

Standards and Procedure Rules 1998 made there under.

S. The tariff petition (including its annexure) is submitted in triplicate together
with;
(a) the requisite fee - Bank draft No. 0214806 dated 26th August
2011 amounting to PKR 440,864.00 is enclosed as requisite fee for
the Tariff Petition as communicated by NEPRA.

(b) Board Resolution of Foundation Wind Energy-II (Private) Limited

(c) Affidavit of Brig Dr. Gulfam Alam (Retired) authorized
representative of Foundation Wind Energy-II (Private) Limited.

We look forward for a positive and prompt response from your side.

Yours Sincerely,

Brig Qr. Gulfam Alam (Retd)
Project\Rjregfor - .

Attachments;
L.

I1.
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FOUNDATION WIND ENERGY -1l (PRIVATE) LIMITED

[Formerly Known as Green Power (Private) Limited]
Current:address:,Fauii,l-fouhdation Head Office, P&D Division, 68 Tipu Road Chaklala, Rawalpindi

Ph: 051-5951821-40 Ext: 1437 - Fax: 051-5951732
Reference: PD-4918/GPPL 30 August, 2011
Extracts from the Minutes of Board of Directors Meeting of Foundation Wind

Energy-11 (Private) Limited (“Company”) held on 09 August 2011 at Fauji
Foundation Head office, 68-Tipu Road, Chaklala, Rawalpindi

RESOLUTION

RESOLVED that the Company be and is hereby authorized to file a tariff
petition (including any review petitions and any motion for review) to National
Electric Power Regulatory Authority for determination of the reference
generation tariff in respect of the S0 MW wind power plant of the Company
(“Project”) and in relation thereto, enter into and execute all required
documents, make all filing and pay all applicable fees, of any nature what so
ever”.

FURTHER RESOLVED THAT in respect of filing a tariff petition including any
review petitions and any motion for review for submission to National Electric
Power Regulatory Authority, Brig Dr. Gulfam Alam (Retired) be and is hereby
authorized and empowered for and on behalf of the Company to:

(i) review, execute, submit and deliver the tariff petition
“(including any review petitions and any motions for leave for
review) and any related documentation required by
NATIONAL POWER REGULATORY AUTHORITY for the
determination of the reference generation tariff, including any
contracts, documents, power of attorney, affidavits,
statements letters, forms, applications, deeds, guarantees,
undertakings, approvals, memoranda, amendments, letters,
communications, notices, certificates, requests, statements
and any other instruments of any nature what so ever;

(11) represent the Company in all negotiations, representations,
presentations, hearings, conferences and meetings of any
nature what so ever with any entity (including in no manner
limited to NATIONAL POWER REGULATORY AUTHORITY and
private parties, companies, partnerships, individuals
governmental and/or semi governmental authorities and /or
any other entity of any nature whatsoever);

(i) Sign and execute the necessary documentation, pay the
necessary fees, appear before the NATIONAL POWER
REGULATORY AUTHORITY as needed and do all acts
necessary for completion and processing of the tariff petition
(including any review points and any motion for leave for
review) and procuring NATIONAL POWER REGULATORY
AUTHORITY tariff determination;

X
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(iv)

(v)

Appoint or nominate any one or more officers of the Company
or any other person or persons, singly or jointly, in their
discretion to make communicate with, make presentation to
and attend the NATIONAL POWER REGULATORY
AUTHORITY hearings;

Do all such acts, matters and things as may be necessary for

carrying out the purposes aforesaid and giving full effect to
the above resolutions/resolution.

AND FURTHER RESOLVED THAT certified true copy of this resolution and
certified copies of any other Company’s document(s) under the signature and
stamp of the Company Secretary, may require to be submitted to National
Electric Power Regulatory Authority be approved.

CERTIFIED TRUE EXTRACT

: “~ Company Secretary

Muhammad Pesisstion Wind Energy# (Private) Limited
- Company Secretary
Foundation Wind Energy-II (Private) Limited
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FOUNDATION WIND ENERGY - || (PRIVATE) LIMITED

(FORMELY GREEN POWER (PRIVATE) LIMITED) TARIFFPETITION

BEFORE

THE NATIONAL ELECTRIC POWER REGULATORY AUTHORITY (NEPRA)

TARIFF PETITION
PURSUANT TO NEPRA (TARIF STANDARDS AND PROCEDURE) RULES, 1998
READ W 11 PROVISIONS OF
TiE REGULATION FOR GENERATION, TRANSMISSION AND DISTRIBUTION OF ELECTRIC
POWER ACT (XL OF) 1997 & 111: RULIS AND REGULATIONS MADE THERIE UNDER
o , . & . }
THE FEDERAL GOVERNMENT’S
‘POLICY OF RENEWABLE ENERGY FOR POWER GENERATION 2006
: : AND TS
“GUIDELINES FOR DETERMINATION OF T AR FOR WIND POWER GENERATION 20067

ON Bi11ALF O1

FOUNDATION WIND ENERGY - 11 (PRIVATE) LIMITED
(FORMERLY GREEN POWER (PRIVATE) LIMITED)

FOR NEPRA’S APPROVAL OF REFERENCIE GENERATION TARIEE FOR FOUNDATION WIND
ENERGY - II (PRIVATE) LIMITED (FOIAMERLY GREEN POWER (PRIVATE) LIMITED)

FOR A POWER PROJECT OF 50 MW
Ar

GO, SINDI

DATED: \ug 30" 2011

FOUNDATION WIND ENERGY - II (PRIVATE) LIMITED
ADDRESS: 68 T1PU ROAD, CIAKILALA, RAWALPINDI, PAKISTAN
PIONE #: +92-51-595-1821

FAX #: +92-51-595-1712
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FOUNDATION WIND ENERGY - || (PRIVATE) LIMITED
(FORMELY GREEN POWER (PRIVATE) LIMITED) TARIFF PETITION

COPY OF FOUNDATION WIND ENERGY - I1
(PRIVA'TE) LIMITED BOARD RESOLUTION




FOUNDATION WIND ENERGY - || (PRIVATE) LIMITED
(FORMELY GREEN POWER (PRIVATE) LIMITED) TARIFF PETITION

COPY OF AFFIDAVITS
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FOUNDATION WIND ENERGY - |1 (PRIVATE) LIMITED
(FORMELY GREEN POWER (PRIVATE) LIMITED) , TARIFF PETITION




FOUNDATION WIND ENERGY - Il (PRIVATE) LIMITED
(FORMELY GREEN POWER (PRIVATE) LIMITED) TARIFFPETITION




PAKISTAN o » 100RS.

BEFORE THE »
NATIONAL ELECTRIC POWER REGULATORY AUTHORITY

AFFIDAVIT

AFFIDAVIT of BRIG Dr.‘Gu|fom Alam (RETIRED) Authorized Representative of
M/s Foundation wind Energy-ll {Private) Limited. 68 -Tipu Road, Chaklala.
~ Rawalpindi, Pakistan

| the above named Deponent, do hereby solemnly affirm and declare
that:-

1. | am the authorized representative of M/s Foundation wind Energy-l (&v,ﬁ)
Limited, 68 -Tipu Road, Chaklala. Rawalpindi, Pakistan.

2. The conténts of the accompanying Tariff Petition for determination of
Tariff of_50 MW Wind Power plant at Gharo. sindh, Pakistan Dated
20 Augqust 2011, including all supporting documents are true and

corect to the best of my knowledge and belief, and nothing material or
relevant thereto has been concealed or withheld there form.

3. | also affirm that ol furiher documentation and information to be
provided by me in cc_mnecﬁon with the aforesaid Tariff Petition shall be true
and correct to the best of my knowledge and belief.

Directo
.......... Wi ENE” gyt virted

VERIFICATION

WS r}greby verified on solemn atfirmation ot Rowalpindi, Pakistan on this
20 August 2011, ?‘hot the contents of the above Affidavit are frue and
correct to the best of my knowledge and belief. and that nothing material
or relevant thereto has been concealed or withheld thereform.

. 016



FOUNDATION WIND ENERGY - 11 (PRIVATE) LIMITED

(FORMELY GREEN POWER (PRIVATE) LIMITED) TARIFFPETITION

COPY OF BANK DRAFT
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Pakistan Lid )..‘_)J"\ A !

Dubai Islamic Bank ‘,?l‘,’ﬂ[“ SO &S sl

SATELLZITE TOWN RAWALPINDI Date:  267AUG-2011 0214806 .

PON 214806
JUATICGMAL ELECTRIC PO"JER REGULATORY PXR 440,864.00

Pay 1o the order of

’l

LUTHORITY (NEPRA)

[
Pakiscani Rupees Four Hundred Forty Tnousahd Eight Hundred
Sixty Four Only=*=**~ e
For Dubai Islamic Ba
»bai Iszlamic Bank
Dubai Iszlamic Zf/fi

011 v
KAy

Customer Copy Dubai Islamic Bank _
P 0214806
: (V]
Customer FOUNDATTON WIND ENERGY mplv oo o N 26-AUG-2011 : :
/ \,-’;,-",{‘" NS Exch Rate 1
{ [7(':76 107 {”)1) e Y - . ‘._
JATIONAL ELECTRIC POWER REGULATORY AUTHORITY (NEPRA) & - W
Beneliciary ’ ‘ PON214806
Pakintani Rupecs Four Hundred Forty Thousand Eignt Hundred
Sixty Four Only*r***+*

s Durar lslanic Bark :
011 :
440, %0400 ' 440, 864,00 ¢.0C 44C,864.00 )
Laalidan. d Adikann ol Nawa: ' g Toral

!\

5
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FOUNDATION WIND ENERGY - |1 (PRIVATE) LIMITED .
{FORMELY GREEN POWER (PRIVATE) LIMITED) TARIFFPETITION
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FOUNDATION WIND ENERGY — || (PRIVATE) LIMITED
(FORMERLY GREEN POWER (PRIVATE) LIMITED) TARIFF PETITION
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FOUNDATION WIND ENERGY - I1 (vane) LIMITED
(FORMERLY GREEN POWER (PRIVATE) LIMITED) TARIFF PETITION

1. DETAILS OF THE PETITIONER

NAME AND ADDRESS

M/s Foundation Wind Energy — Il (Private) Limited (Formerly Green Power
(Private) Limited)

ADDRISS: 68 TIPU ROAD, CILAKLALA, RAWALPINDI, PAKISTAN

PHONE: #: 0092-51-5951821

Fax #: 0092-51-5951712

REPRESENTATIVES OF M/s FOUNDATION WIND ENERGY I1 (PRIVATE) LIMITED
(FORMERLY GREEN POWER (PRIVATE) LIMITED)

e Brig. Gulfam Alam (Retired)
Authorized Representative, Foundation Wind Energy — II (Private) Limited




FOUNDATION WIND ENERGY — |1 (PRIVATE) LIMITED
(FORMERLY GREEN POWER (PRIVATE) LIMITED) TARIFF PETITION

2.

REGULATORY FRAMEWORK LEADING TO TARIFF PETITION

2.1

221

2.2.2

2.2

221

NATIONAL ELECTRIC POWER REGULATORY AUTHORITY — THE
COMPETENT AUTHORITY FOR DETERMINATION OF TARIFF

NEPRA Act & NEPRA Rules

Under the Regulation for Generation, Transmission and Distribution of Electric
Power Act (XL of) 1997 (the NEPRA Act), the National Electric Power Regulatory
Authority (NEPRA) is responsible, inter alia, for determining tariffs and o.th.er terms
and conditions for the éupply of clectricity through generation, transmission and
distribution. NEPRA is also responsible for determining the process and procedures
for reviewing tariffs and recommending tariff adjustments. Further, pursuant to the
enabling provisions of the NEPRA Act, the procedure for tariff determinaton has

been prescribed in the NEPRA (Tanff Standards and Procedure) Rules, 1998 (the
NEPRA Rules).

‘Policy for Development of Renewable Energy for Power Generation 2006’ &
‘Guidelines for Determination of Tariff for Wind Power Generation 2006’

In order to avoid multiplicity of cndties and stages of negotiations for tariff
negotiations, paragraph A.7.2 (Negotiuted Tariff for Unsolicited Proposals and Up-front Tariff)
of annexure A (Guidelines for Determination of Tariff for Grid-Connected 1PPs) of Policy for
Development of Renewable Energy for Power Generation 2006 (the RE Policy
2006), tssued by the Government of Pakistan in 2006, states:

Multiplicity of entities and stutes of negotiations will be avoided in the
determination of power purchase tariffs for RE IPPs. If an IPP wishes to submit
an_unsolicited proposal and wants to settle tariff throngh nepotiations, NEPRA
will determine the tariff in consultuiion with the IPP, the power purchaser(s), and
other stakeholders’.

Further, pursuant to section 4.2.1 of the Guidelines for Determination of Tariff for
Wind Power Generation 2006 (the Wind Tariff Guidelines 2006), issued by the
Government of Pakistan under Section 7(6) of the NEPRA Act, if a wind power IPP
wants to settle tariff through negouations, NEPRA shall determine the tariff in
consultation with such wind power 11D, the power purchasers and other stakeholders.

PROCESS LEADING TO TARIFF PETITION

Submission of the Feasibility Study and approval of the same

In compliance with the requirements laid out in the RE Policy 2006 and the LOI,
Foundation Wind Energy — I (Private) Limited (Formerly Green Power (Private)
Limited) completed the detailed feasibility study for the project and submitted the
same to AEDB for their review (the Project Feasibility Study).

Following completion of its detailed review, AEDB, vide its letter dated April 7, 2000

(Ref: B/3/1/2006) (the Feasibility Study Approval Letter), granted approval of the
Project Feasibility Study submitted lyv Foundation Wind Energy — IT (Peiyate) Limited

022 [



FOUNDATION WIND ENERGY — 11 (PRIVATE) LIMITED

(FORMERLY GREEN POWER (PRIVATE) LIMITED) TARIFF PETITION

2.2.2

2.2.3

2.3

(Formerly Green Power (Private) Limited). A copy of the Feasibility Study Approval
Letter is attached hereto as Annexure A.

Due to change in technology of the WTGs, the Project Company appled for a
revision in the Feasibility Study Approval Letter through its letter dated August 20,
2011. AEDB granted a provisional approval of the Feasibility Study through its letter
date August 29, 2011 (Ref # B/3/1 /GPPL/07, attached hereto as Annexure B) and
allowed FWE Il to procéed with filing of its tariff petition with NEPRA.

Acquisition of Green Power (Private) Limited by Fauji Foundation

In April 2010 after obtaining requisite approvals from Competition Commissign of
Pakistan and AEDB, majority interest in Foundation Wind Energy — 11 (ang(c)
Limited (Formerly Green Power (Privare) Limited) was acquired by Fauji Foundation
from Tapal Group.

Thereafter, Green Power (Private) Limited’s name was changed to Foundation Wind
Energy — II (Private) Limited - (hereinafier referred as FWE 11 or Project Company),
after obtaining approval from SECP. Copies of the respective approval letters is
attached hereto at Annexure C.

Request for Determination of Tariff

As (a) the Project Feasibility Study has been approved by AEDB, (b) the EPC and
O&M Contracts for development, operation and maintenance of the Project have
been executed with the EPC and O&M Contractors respectively, it is submitted that
the requirements of the regulatory process for applying to NEPRA for the tariff
determination of wind power projcct of Foundation Wind Energy — II (Private)
Limited’s have been completed. ‘

SUBMISSION

Pursuant to the relevant provisions «.f the NEPRA Rules, read with the provisions of
the NEPRA Act and the Rules and Regulations made there under; AND in accordance
with the RE Policy 2006 and the Wind Tariff Guidelines 2006; AND in view of
compliance by Foundation Wind Encrgy - 11 (Private) Limited and Fauji Group (Main
Sponsors of the FWE II) of the RE Policy 2006 in respect of meeting the
requirements of the same so as to be cligible for application for a tariff: FOUNDATION
WIND ENERGY-11 (PRIVATE) LIMITED SUBMITS HERE WITH before NEPRA, the
competent regulatory authority lawfully authorized to determine tariff for wind power
generation companies, for its approval, a tariff petiion (the Tariff Petition) for
approval of (i) the reference generation tariff (the Reference Generation Tariff); (i1)
the energy production estimates; (i) the Benchmark Energy Table and Monthiy
Complex Power Curves; (iv) the Indexations and Adjustments; (v) Adjustments at
commercial operations date; and (vi other matters set out in this Tariff Petition, in
each case, for Foundation Wind Vinergy - 11 (Private) Limited’s 50 MW power

‘generation facility to be located at Gl-aro, Sindh.

Giv.en thg ?dvancc stage of the prcject, NEPRA is kindly requested to process the
Tgnff Petition at the earliest, thereb: cnabling Foundation Wind Energy - IT (Private)
Limited to proceed further with the Jevelopment process.

L 0?3 \ 12



FOUNDATION WIND ENERGY — |1 (PRIVATE) LIMITED

(FORMERLY GREEN POWER (PRIVATE) LIMITED) TARIFF PETITION
3. EXECUTIVE SUMMARY
31 PROJECT SUMMARY

3.2

Since the issuance of the LOI in Scptember 2004, the Project Company cqnducted
various studies to assess the feasibility of the wind power project. The studies mcludgd
(to name a few) the wind resourcc assessment, geo technical survey, topographic
study, tidal study and grid interconncction study. Based on the studies 'Ct:')r'\ductcd, the
Project Technical Engineer i.e M/s Garrad Hassan completed the feasibility study for
FWE 11 in April 2006; this was submitted by the Project Company to Alternative
Energy Development Board (AEDB) for its review and was subsequently approved by
them in 2000.

In 2010, Fauji Foundation acquired the Project and since then has committed funds
and resources to move the Project forward towards Financial Close. In doing so, a
competent in-house team was developed that consisted of legal, financial and
international wind energy Technical Consultants. In order to select an EPC and O&M
Contractor for the Project, Project Company carried out an international bidding
process and floated the RFP to. 5 internationally renowned WTG suppliers for
awarding the turnkey EPC Contract for development of the Project. After an
extensive technical, financial and commercial evaluation process, Project Company

selected a consortium of M/s Nordex & M/s Descon as their preferred EPC
Contractor. '

Nordex is one of the pioneers in the wind power generation business and has a
reputation as being one of the best in the world having a total installed capacity of 6.5
‘GW. Similarly, Descon is one of the largest engineering and construction concerns In
Pakistan and has been involved in the execution of various mega infrastructure
projects. Consequentially, turnkey I:PC Contracts under an off-shore and on-shore
arrangement were signed between the Project Company, Nordex, and Descon on
August 23", 2011. The off-shore contract known as the “Agreement for
Procurement & Supply of Equipment” and the on-shore contract known as the
“Agreement for Engineering, Construction, Operation & Maintenance”.

The capital structure of the Project is c.nvisaged at 75:25 (Debt: Equity). The Project
Company intends to obtain 100% of the debt through Islamic mode of financing.
Asian Development Bank (ADB) and Islamic Development Bank (IDB) have
provided their indicative commitment to contribute 66.67% of the required debt while
the remaining 33.33 % of the long-term debt has been indicatively committed to be

financed through local banks. The sizned term sheets for the financing of the Project
are attached to the petition as Annexure D.

Fauji Group comprising of Fauji Foundation and Fauji Fertilizer Bin Qasim Limited
will own 55% of the Project; Islamic Infrastructure Fund (IIF) managed by Cap Asia
of Singapore will own 25% while the remaining 20% will be owned by Tapal Group.

SALIENT FEATURES OF THE PROJECT

Subject to the assumptions contained in this Tariff Petition, please find below a
summary of the Project for NEPRA’s perusal:

-v. 024



FOUNDATION WIND ENERGY =11 (PRIVATE) LIMITED . PETITION
(FORMERLY GREEN POWER (PRIVATE) LIMITED) ' TARIFF PETITIO

PR ~ i Foundation Wind Energy - 1 (Private) Limited
(Formerly Green Power (Put.) Lid.)

o Fauji Foundation
o Fauji Fertilizer Bin Qasim Limited
e Islamic Infrastructure Fund

PN

o Tapal Group

50 MW
F , Gharo, District Thatta, Province of Sindh, Pakistan
1,656 Acres
: % 20 years from commercial operations date
National Transnussion and Despatch Company Limited
! Nordex N100, 2.5 MW x 20 WTGs
| 129.6 GWh per annum,
23 Consortium of Nordex and Descon, with Nordex in the Lead
4 gapitalic | ' (US§ in 000)
2 ' Amount
.EPC Price 110,286
LC Confirmation 736
3 Non-EPC Cost 1,150
% Project Development Cost 2,975
3 Land Costs 126
5 Duties & Taxcs (SIDS only) 716
§ Insurance during Construction 1,499
?: { Financial Charpes 3,537
: Working Capital 1,042
: Interest Duriny: Construction 5,624
~ Total Project Cost (CAPEX) 127,693
§:= \ Debt 75% : Equuity 25%
4 ¥
L US$ 31.923 million -
L L US$ 95.770 million
= % -
Foreign Financier
k * Asian Development Bank (ADB)
k ¢ Islamic Dey clopment Bank (IDB)
§ Local Financiers
| * National Bank of Pakistan Bank Limited (NBP)
# ; * Meezan Bark Limited (MBL) and
BLa R ks 1 ®  Allied Bank Limited (ABL)
i LA 1% R b TN ATS KN P
o 025 | (




FOUNDATION WIND ENERGY — {1 (PRIVATE) LIMITED

(FORMERLY GREEN POWER (PRIVATE) LIMITED) . TARIFF PETITION
M LR v Lo | [ Cumency | Mix of US Dollars (66.67%) and
i : : . Pakistan Rupees (33.33%)
) 1| Term Up to 12 years (door to door)
Grace Period Up to 24 months
‘Repayment Period | 10 years
Debt Repayment | In equal semi-annual instaliments
Interest Rate o For Local Currency Debt
Base Rate: 6 months KIBOR
Spread: 295 basis points; and
o For Forvign Currency Debt
» Base Rate: 6 months LIBOR
< Spread: 460 basis points
Consortium of Nordex and Descon, with Nordex in the Lead
4 ; (US$ in 000)
Rty v /| | Years 1-213-516-10]|11-20
N : O&M Cost 1,815 3,128 | 3,395 | 3,280
) Insurance Cost 1,103 { 1,103 | 1,103 | 1,103
3 Total Operatine Cost | 2,918 | 4,231 | 4,498 | 4,383
USe 16.1240 per kWh
. H ® Energy Purchase Agreement
£y ® Implementation Agreement
® Government of Pakistan Guarantee
{ ® Site Sub Lease Deed
, Policy for Development of Renewable Energy for Power
& Generation 2000 C '
: : \ Sgurr Energy UK
jtﬂ ” 180 3 Bridge Factor
pe:s 421k H Orr, Dignam & (o,
; Major Tasks Completed
i v Executed EPC | v Executed term v" Environmental
y & O&M sheet with Project impact
; o agreements lenders assessment
i Luah v Feasibility v'Wind Resource v Topographical
it S Study Assessment Study Study
.’ v'Transportation” | ¥ Geo-technical v Electrical grid
3 e Study Study study
B ; : -¥'Design of wind { ¥ Tidal Study v" Land Acquired
}g . farm
245 Ry o '




FOUNDATION WIND ENERGY — | (PRIVATE) LIMITED

(FORMERLY GREEN POWER (PRIVATE) LIMITED) - TARIFF PETITION
33 KEY FEATURES OF THE PROJECT

331

3.3.2

3.33

3.34

Amongst various other factors, the following are proposed as key strengths of the
Project:

Project Company _initiated an_international competitive bidding process to
select the EPC Contractor for carrying out construction on a turn key basis of the
Wind Farm Project. A Request for Proposal (RFP) stating all the technical and
commercial requirements for a state of the art wind farm in Pakistan was floated to
five world renowned WTG Manufacturers to bid for the development of the
project on a turnkey basis. After detailed evaluation of the Technical Bids submitted
by the bidders, ohly those bids were selected for financial and commercial evaluation
that passed the technical requirements of the RFP. After an extensive procurement
process Nordex / Descon consortium emerged as the most responsive contractor
with the most bankable commercial and technical package.

Executed EPC and O&M agreements with firm prices and fixed commercial
operations date: Aftet detailed negotiations with the selected Bidder (Consortium of
Nordex and Descon) definitive and lcegally binding EPC and O&M agreements were
signed between the parties on August 23", 2011. Furthermore, in view of Fauji
Foundation’s (main sponsor of the Project Company) strong commitment towards the
Project and in order to lock the EPC price and the commercial operations date for the
Project, the Project Company has made a legally binding commitment for payment of
USS$ 3.9 million to the EPC Contractor prior to achievement of financial close.

State-of-the-art Wind Turbine — N 100: The Wind Turbine chosen for this project
is N100/2500 which is the latest version of the proven wind turbine design, having
been in production since 2000 as a basic N90 turbine and as N80 for high-wind
regions. N100 adds to the range, a turbine suitable for inland sites with mean annual
wind speeds of less than 7.5 m/s. All the turbines in this class are based on the same
proven machine platform and are thus a logical development of the successful Nordex
model. Over 1,500 Nordex 2.5 MW platform turbines are currently operating
successfully all around the world, with a further approx. 350 currently under
construction (as of July 2011). Currently, the N100 is only manufactured in
Germany and USA. WTGs for this project are to be manufactured in Nordex’s
European manufacturing facility established in Rostock, Germany.

Project Site — Gharo: This \viﬂ be the first wind farm to be constructed at Gharo.

- The Sponsors have conducted various studies including geo-tech and tidal studies and

road surveys to assess the viabilitv of establishing a wind farm in Gharo. The land
allocated to FWE I1 is located in swunpy intertidal mudflats where a semi-diurnal tidal

cycle 1s observed. The tidal height varies during Spring & Neap Cycles of the lunar
calendar month. '

The requirement to have higher finished elevations of roads, crane pads, pile caps and
buildings as well as the requirement of pile foundations for WTG and larger shallow
foundations for buildings at Gharo wind farms clearly indicate the it will involve more
construction efforts both in terms of material and working. This is all derived by the
fact that the subsoil’s at Gharo arc fairly weak as compared to Jhampir. Additionally,
Gharo sites are located in inter-tidal zone with shallow groundwater table whereas the

Jhampir'site is located over a generally barren land-having no groundwater down to at
least 30m depth.
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3.3.5

3.3.6

3.3.7

The EPC contractor has based the EPC price after taking into considcranon‘the
differences in geo-tech between the [hampir and Gharo sit'cs.anfi to cover all n'sks,
which could be foreseen during construction and commuissioning of this pfolect.
Further the EPC price includes the cost of construction of a ‘fit .for purpose’ road
from the Indus Costal Highway to site, which the EPC contractor will use to construct
and commission the wind farm.

Commercially finalized foreign and local Islamic financing structure: The
Project Company has finalized the commercial term sheet for arrangement of

financing for the Project with Asian Development Bank, Islamic Development Bank
and a consortium of local banks.

The transaction will be the _‘ﬁr.rt of its kind’ for wind power sector in Paki;tan, as this will be the first
wind power project ta be financed entirely under Islamic mode of financing.

ADB and IDB will provide 66.67%» of the long-term debt requirement of the Project

(the funding will be provided in US Dollars), while a consortium of local banks

(National Bank of Pakistan along with Allied Bank and Meezan Bank Limited) will
provide 33.33% in Pakistan Rupee (I'IKR).

Promotion of Local Manufacturing Industry: In an attempt to play its role in
achieving the national objective, as set out in the RE Policy 2006, of creating
employment opportunities, developing local industry and enhancing technical skills in
the renewable energy sector of the country, the Project Company has ensured that the
EPC Contractor promotes. the local manufacturing industry through transfer of
technology. For achieving transfer of technology, the EPC Contractor has been
required to manufacture 80 m tubular steel towers of the wind turbine generators at
Descon’s workshops in Pakistan under the supervision of Nordex.

Strong Project Team: The Project Company has engaged leading consultants as

project advisors who have played a kev role in the development of wind energy sector
in Pakistan.

SgurrEnergy — Technical \dvisors
Mr. Mayura Botejue - Technical \dvisors
Orr, Dignam & Co ~ Legal Counsel

Bridge Factor — Financial .\dvisors

The project advisors are presently also advising various stakeholders in other Wind

IPPs and are playing a pivotal rolc in the consummation of most of the upcoming
projects in the industry.
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4.

THE PROJECT & KEY CONSIDERATIONS

4.1

411

412

413

RATIONALE FOR WIND POWER

Pakistan’s Current Electric Power Shortage

Pakistan currently has 21.593 GW' of installed capacity for electricity gencgadon.
Conventional thermal plants (oil, natural gas, coal) account for 67.5% of Pakistan’s
capacity, with hydroelectricity making up 30.36% and nuclear 2.14%.

Pakistani government estimates that by 2014, Pakistan will have to increase its
generating capacity by more than 50" to meet the increasing demand. Pakistan’s hggc
energy crisis is jeopardizing its economic progress and social development. The major
reasons for the energy crises are the lack of investment in Power Sector, non
development of renewable energy sector ie. Hydel, Wind & Solar etc and the
depleting Oil & Gas reserves. [t is imperatve for Pakistan to look for
indigenous/cheap energy resources for sustainable growth through self-reliance.

One of the utilizable resources in the short term is wind power generation. Although 1t
is 2 new technology in Pakistan, it has a proven track record globally and is recognized
as a commercially viable technology. With over 150,000 MW installed capacity around
the globe and over 36,000 MW of installed capacity in India and China alone, the case

for development of wind energy in Pakistan is very strong
Wind Power Projects — A Natural Choice
To ensure a sustainable energy future for Pakistan, it is necessary that the energy sector

be accorded a high priority. It is considered that wind power generation could become
a significant contributor to Pakistan’s electricity supply in the near future. The

" development of wind generation prcjects supports the environmental objectives of the

Government of Pakistan by:
(a) reducing dependence on fos:il fuels for thermal power generation;
(b) increasing diversity in Pakistin’s electricity generation mix;

() reducing green house gas ciussions through the avoidance of thermal power
generation; and ‘

(d) helping in reduction of the ¢xorbitant trade deficit.

The Wind Power Generation Potcntial & Government of Pakistan’s Support

The wind power generation program in Pakistan was initiated around five years ago by
installation of wind measuring stanions in the coastal areas of Sindh, Pakistan. The
energy potential of 346,000 MW in the country is estimated by National Renewable
Energy Laboratory, USA and. only the Gharo - KetiBander — Hyderabad wind

~ corridor (the Wind Corridor) has a potential of 50,000 MW of wind power generation.

If harnessed 'adequgte]y, wind ene:gy alone would eradicate energy shortages in the
country. The Government of Pakis-an is currently looking to build wind farms in the
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4.2

4.21

Wind Corridor, some of which are regions where electricity supply through the
national grid has been a challenge.

The Government of Pakistan has clearly articulated its support for the dcvclopment. of
renewable energies. Due to the fact that wind energy 1s one of the most econorrupal
and efficient of renewable energy production techniques, the focus is on supporting

the Adevelopment of wind farms through independent power producers (the Wind
IPPs).

WORLD Crass EPC CONTRACTOR; FIRM EPC CosT AND FIXED
COMMERCIAL OPERATIONS DATE

EPC Contractor Selection - The International Competitive Bidding Process

In compliance with its high standards of procurement procedure and with the
objective of setting up the Project, the Project Company issued requests for proposals
(the RFPs) in August 2010 to various leading EPC contractors worldwide and thus
generated interest of some of the globally reputable names of the wind sector in
Pakistan. The detailed and long due diligence process of EPC contractor selection

_ involved evaluation of proposals on turn-key basis.

The process adopted by the Project Company to finalise an EPC contractor for the
Project was comprehensive and was based on transparency. Various EPC proposals
were received and discussions were held with both local and international EPC

contractors to devise the most cost ¢ffective and less risky EPC arrangement for the
Project. '

A number of contractors submitted their comprehensive proposals in response to the
RFPs and showed a keen interest in being engaged for the Project. Following detailed
review of the proposals, the Projict Company and its advisors analyzed the risks
associated with the execution of the Project on the basis of the bids received. Lengthy
discussions were held with consultants, advisors and prospective lenders of the Project
for evaluation of the proposals and for structuring of an EPC arrangement that would
not only benefit the Project in its umely completion in accordance and compliance
with the highest applicable stand:rds but would also enhance bankability of the

Project.

It is submitted before NEPRA that the process of attracting internationally acclaimed
EPC contactors to invest time and resources and provide a complete turn-key EPC
solution to a project in Pakistan was one of the most testing times in the Project’s
development. Due to the volatile economic, security and political situation in Pakistan
and in view of the country risk of :nvesting into Pakistan, the reluctance of some of
the most notable global names in the wind sector to commit to Pakistan became one
of the biggest challenges for the I’roject Company in development of its Project.
However, the sponsors reputation a3 one of the most respected entities of the country
and its commitment towards development of this Project served as the key link in
attracting leading EPC contractors 1) Pakistan.
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4.2.3

The Selected EPC Contractor - Nordex and Descon

As a result of months of intense negouations, proposal evaluatons and thorough due
diligence, with an objective of bringing a world class and bankable turn-key EPC
solution to Pakistan’s wind sector, a consortium of Nordex and Descon, under a joint
and several arrangement, was finally selected as the EPC contractor for the Project at
the conclusion of the international competitive bidding process. Nordex agreed to take
the lead role in the turn-key EPC solution offered to the Project and thus for the
second time committed itself to undertake a turn-key project under full responsibility

for the complete scope of work 1n Pakistan.

The Tum-key EPC Agreement

The development of a bankable EPC. contractual arrangement following selection of
Nordex as a lead EPC contractor for the Project has been a huge achievement for
Pakistan’s wind sector. Following intcnse negotiations between the parties, a definitive
and legally binding turn-key EPC agreement (compnsing of a (1) Agreement for
Procurement and Supply of Equipment (Offshore Agreement); and (2) Agreement
for Engineering, Construction, Opcration & Maintenance (Onshore Agreement))
(the EPC Agreement) was executed on August 23, 2011.

The EPC Agreement is based on Nordex being the lead contractor whereby it shall be
primarily responsible for the overall management, coordination and implementation of
the Project. Being the lead EPC contractor for the Project, Nordex will have access to
its international technical resources and parts distribution networks and has agreed to
commit the same to the Project as part of its obligations set out in the EPC
Agreement. As the lead turn-key EPC contractor of the Project, Nordex will provide
its performance guarantees backed by bank bonds for a period of two years following
commercial operations date — thus minimizing the technical completion risk of the
Project for a period even beyond commercial operations date.

In order to (inter alia):
(a) provide the Project the local'uxpertise for performance of the works; and

®) ensure seamnless performance of EPC activities with an aim to mitigate the
risks associated with delays resulting from security situations in the country,

Nordex has teamed with one of the most reputable heavy engineering and
constructon, contractors in Pakistan. 1,e. Descon Engineering Limited, as part of the
turn-key EPC arrangement. Descon has taken a lead role in the development of the
wind energy sector in Pakistan and for this reason has already acquired and imported a
700 ton crane — a requirement for the erection of wind turbine generators — making it
the only sufficienty equipped balance-of-plant contractor for Wind TPPs in Pakistan.
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4.2.4

4.2.5

It is bighlighted, as one of the key strengths of the Project; that Noidex's ahd: Descon’s appointment
as the EPC contractors is based on a firm EPC price and mrgﬁﬂﬂifw(mm‘ual opcmmm' date,
Jailing which: 1hé EPC Contmdor Mll be I:ablc to. m»!pemabr

Ml’ Bguida ed damagc.c) the
Project Comspany for all sts losses mmmd due 10°the delay.” PTAL o

o

In view of the Project Company’s strong commitment to the Project and in order to
lock the EPC price and the projected commercial operations date for the Project, the
Project Company has already made a legally binding commitment to Nordex and
Descon for payment of an amount equal to US$ 3.9 million, as pre- moblhzau.on
advance pror to Financial Close of the Project. The Project Company’s aggressive
approach in executing the EPC Agreement and locking Nordex’s price by payment of
the pre-mobilization advance even pror to its Financial Close is strong cvidenc§ of the
Project Company’s commitment towards setting up and operating & maintaining the

. Project.

The Project Company, therefore, bﬂmbj submits o NEPRA tba{ :lx, Tar_:ﬂ' Petition i is .mbrmtied on

the basis of firm EPC cost (the an LEPC Cost) and ﬁx:J cont émal operatzom daie (I}Je
cop).. -

AEDB’s Approval of Nordex and Descon as the EPC contractor

In order to expedite and formalizc its contractual arrangements with Nordex and
Descon, Project Companyv'approachvd AEDB for its approval of Nordex and Descon
as the EPC contractors for the Project. Such approval is a requirement stipulated in
the Implementation Agreement to he executed between the Government of Pakistan
and the Project Company. While the Implementation Agreement will be executed
following NEPRA'’s approval of the Project Company’s Reference Generation Tariff
and issuance of the LOS, AEDB has aheﬁdy provided its approva{ of Nordex and
Descon as the EPC contractor for the Project.

Nordex - An Intrdduction

Nordex is a world class leading supplier of equipment and materials relating to wind
turbines generators (the WTGs) for the wind power generation markets. Nordex has
more than 26 years of experiencc in harnessing wind energy and have set high
standards since 1985. There are currently more than 4,606 Nordex wind turbines
installed around the globe with a to:al rated output of 6,943 megawatts. Nordex has a
record of innovative wind energy svstems with all geographic regions including coastal,
non coastal, strong wind and weak wind sites. Nordex delivers all sorts of power plant

solutions ranging from 1 MW to 301! MW and has extensive experience in power plant
solutions based on wind energy.

Nordex has offices and subsidiarics in 18 countries and employs more than 2,400
people worldwide. The group holding company is based in Germany, running three
operative units in Europe, North America and China. The company has already
established producuon facilities in the key markets of Europe and China. Further, its

622 [
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4.2.6

4.2.7

4.2.8

expansion in the United States markct has been exemplary with producdén of the first
set of turbines having commenced in 2011 from its new factory is Jonesboro,
Arkansas (USA). Nordex is also the first company to secure the order for supply of
Wind Turbines in Pakistan which arc expected to be delivered within a couple of

months.

Nordex Quality

Nordex has DIN ISO 9001 certification covering the planning, supply, constmcfjf)n
and start-up of all electrical and automated systems as well as infrastructural activities
related to wind energy systems and wind farms. Nordex’s quality management is based
on three procedures; first and foremost, quality checks of all components and parts

_ sourced from external suppliers; secondly, safeguarding quality throughout the entire

turbine production process including after-sales service; and thirdly, creating feedback
on measures for enhancing quality during production as well as in components as part

of an ongoing improvement process.

Nordex Services

Nordex monitors the availability »f each of its individual installed wind turbine
globally during its respective coniract periods. The service staff at the ‘regional

support centers’ ensure swift on-site service with minimum response times to ensure
smooth turbine operation.

Nordex’s central spare parts depot is located at its European production site in
Rostock (Germany). The depot supplies all service bases around the world with the

necessary parts. Materials for all system generations and types are stocked there. The
central depot operates on a 365-day basis.

‘Descon — An Introduction

Over the last three decades Descon has evolved into a multi-faceted engineering and
manufacturing concern and has further spawned a group of ventures with a diverse
activities  portfolio: project’ mznagement, EPC, engineering, manufacturing,
construction, maintenance, software development, mining, chemicals and trading.
While the group companies opcrate independently under a corporate structure,
Descon Engineering Limited remains the flagship company and provides the
associated identity to its affiliates.

Project management expertise vestcd through sophisticated IT based systems is one of
the key reasons behind Descon achieving successful culmination of its projects. The
company’s operations span: Pakistin, UAE, Saudi Arabia, Qatar, Oman, Egypt and
Afghanistan. Their joint venture partners and technology alliances include JGC
Corporation - Japan, Enerflex Pres-on — Canada, and Eckrohr Kessel — Germany. The
roster of clients and end-users is replete with auspicious names such as Sabic, Aramco,
Adnoc, Borouge, Gasco, Qatar Pctroleum, WAPDA, National Highway Authority
(NHA) and Oil and Gas Development Company Limited (OGDCL).
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4.2.9 Descon’s EPC Capabilities

4.3

Descon’s capability to provide turnkey/ EPC services has evolved over the years by
combining knowledge and experience in specialized fields. Descon’s structure lends
itself to offering highly competitive EPC solutions for projects of all sizes in the
energy and infrastructure sectors.

(a) Engineering: Basic and dctaded engineering is performed by -Descon
Integtated Projects (Private) Limited, a state-of- art design facility equipped
with world-class engineering applications, including PDS. An extensive
communication network is in place for data transmittal, document control, and
project management to ensurc smooth interaction between all stakeholders.

(b) Procurement: An experienced group of specialists provides procurement and
expediting services for plant equipment and bulk materials. Descon’s multiple
operating bases in the Gulf region allow it to facilitate fast-track procurement
through an established network of suppliers.

(<) Construction: Complete peneral contracting services integrating civil,
mechanical, electrical and instrumentaton disciplines are Descon’s core
strength. Over the years, Descon has invested heavily in acquiring a large asset
base of construction equipment.

(d) Manufacturing: A wide range of process equipment is manufactured at ISO
and ASME certified facilitics in Pakistan, Saudi Arabia and the UAE. These
facilides offer inherent strategic value due to their cost effective production
and proximity to projects in the Middle East and Pakistan.

(e) Commissioning: Expertise in developing procedures and systems for providing
plant commissioning services and operator training is readily available for the
critical phase of an EPC project.

WORLD CLASS O&M CONTRACTOR

‘Considering that Nordex is the manufacturer of the WTGs and that the balance of
plant is being supplied by Descon, the operation and maintenance (the O&M) of the
Facility has also been contracted t¢: a consortium of Nordex and Descon (the O&M
Contractor). Following extensive negotiations, together with the EPC Agreement, the
parties executed the O&M agreement (the O&M Agreement) on August 23, 2011.

The overall term of the Q&M Agreement for the Project is ten years. The O&M
Contractor has, as part of its oblig.tions under the O&M Agreement, guaranteed the
performance of the Facility for the contracted period, thus minimizing the technical
operational risk of. the Project. The O&M Agreement covers minimum performance

~ standards of the Facility and provides a complete turn-key O&M solution for the

Project.
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TECHNOLOGY & EQUIPMENT

Technology Selection Critetia

The technology selected for the Project has been selected after detailed analyses of
various power generation technologies available internationally for the purposes of
power generation through wind. A range of technologies were reviewed by the Project

~ Company for wind power generation, which included, inter alia, below one MW to

multi Megawatt WTGs, synchronous or asynchronous generators and geared or
gearless WTGs. Various factors were considered in selection of equipment and

technology which included:

(a) equipment to be of latest technology, megawatt class and high efficiency;

(b) compliance of the proposed WTG with local wind conditions in Pakistan;

(©) reluctance of various WTG suppliers to participate in projects in Pakistan;

(d) references and experiences of the wind turbine manufacturers under similar
environmental conditions (¢ g. temperature, wind farm size, area);

(e) sufficient track record of the turbine type;

® cost of equipment to be competitive;

(®) commitment to thc market: willingness to commut to Pakistan market;

(h) energy output with warranted power curve and performance warranty;

() grid compatibility; and v s ‘

0) suitability of operation and maintenance concept for the size and location of
projects with suitable availability of spare parts, consumables and main

~ components. ‘

The Selected Technology

After a consummate search, an claborate tendering process and a thorough due
diligence exercise, the following W1'Gs have been selected for the Project:

[MANUFACTURER Nordex

'WIND TURBINE GENERATOR Nacelle N100 2.5 MW HCV
HuB HEIGHT 80 m

NUMBER OF TURBINES 20 (Twenty)

TOTAL INSTALLED CAPACITY 50 MW

The Nordex N100/2500 is the latest version of the proven wind turbine design, which
has been in production since 2000 as a basic N90 turbine and as N80 (2.3 MW/ 2.5
MW) as the high-wind turbine. N10( adds to the range a turbine suitable for inland
sites with mean annual wind speeds of less than 7.5 m/s. All the turbines in this class
are based on the same proven machine platform and are thus a logical development of
the successful Nordex model. Over 1,500 N80/N90 turbines are currently operating
successfully all around the world, with a further approx. 350 currently under
construction (as of July 2011). Currently, the N100 is only manufactured in
Germany and USA. For the FWI:-11 project, the WTGs are to be manufactured in
Nordex’s European manufacturing facility established in Rostock, Germany.

|
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Key enhancements from Nordex $77 to N100 include:

e Higher yield: The N100/2500 achieves high vields thanks to its lacge rotor di_ameFer
of 100 meters and a swept area of 7,823 square meters together with a cut-in wind
speed of 3 m/s and rated power at 12.5 m/s.

o It offers low maintenance due o (1) optimized design, minimizing service cost, (2) with
easy access thanks ‘to the integrated crane installed in the 1nterior for lifing
materials weighing up to 1 ton into the nacelle and inside the cabin, and (3) thanks
to the control from the bottom of the tower and from the nacelle and the wide
range of remote query possibilities for the control system and converter.

o 1 is rehable (1) as it is a further development of the 2.3/2.5 MW turbine class,
which has proven itself hundreds of times all around the world since 2000, (2) as
all components are supplied by renowned certified manufacturers, thus
guaranteeing their quality, (3) as the rotor blades undergo stress testing beyond the
design limits and are subject to regular extensive material testing, (4) as the high
aluminium content in the tip acts as an extraordinarily effectuve lightning receptor,
and (5) as grid compliance is based on the proven electrical and mechanical model
implemented in the N90/2500.

It is highlighted that the Sponsors have demanded of the EPC Contractors to ensure
the highest levels of workmanship and compliance with the most stringent of
standards employed internationally for development of wind power projects in
development of the Project so as to ensure that the Project is not subject to any
operational issues during the life of the Project. The requirement of the Sponsors was
further necessitated by the fact that the Project site is located very close to the shore

aggravating the wear and tear of the equipment beyond normal levels due to higher
moisture content and corrosion.

The EPC Contractors, in order to comply with the Sponsors requirements selected
various manufacturers based out of Europe for procurement of all equipment (WTGs,
electrical and other BOP equipment) to be imported for the Project. The EPC
Contractors option to procure equipment from Europe as opposed to its supply from
their manufacturing facilities / vendors in China was motivated simply to ensure that
the equipment meets the highest benchmarks set by the international wind industry.

As detailed earlier, the WTGs (N101)%s) are currently only being manufactured in USA
and Germany; Nordex intends to supply the twenty (20) WTGs required for the FEW
I from their facility in Rostock Germany. Additionally, the electrical and BOP
components (to be provided by ABB Limited) forming part of the Project will also be
secured from the European manufacturing facilities of the EPC Contractor’s vendors.

11 is germane to identify that the Sponsors requirement to ensurs_that only state-of the-art. equipment,
capable’ of withstanding the harsh chmaric conditions p%l;i?; Fihe .1'1!4= it used o0 the 'Plny'ert
compelled the EPG Contractor to mow 1owards procirement i allsimportedwquipment from
(elctrical and BOP) hiaving manufacturing faciksies in Enrip
of procuring equipment (electrical and BOD) from China.

ity
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4.5

THE SITE

The Project will be located at Gharo, District Thatta, Province of Sindh (the Site) in
the Wind Corridot. The Wind Corridor is identified by the AEDB as a resource of
high wind regimes with a potential of wind power generation of more than of 50,000

MW. This area has been extensivcly surveyed and is identified as having strong
potential for sites of several wind farms.

The Site for the Project is located in the south-eastern part of Pakistan approximately
40 km south-east of Karachi in an alluvium area between the land and the sea.
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4.5.1 Key differences between Jhimpir and Gharo project sites
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A - Proposed site for wind power projects in Gharo
8 - Proposed site lor wind power projects in Jhimpir

The two locations where land has Leen allocated by ADEB for development of wind
power projects are Jhimpir and Gharo (shown in the picture above). As can be seen
from the picture, Jhimipir is in-land on firmer grounds while Gharo is on the shore on
inter-tidal land. The comparison of the two locations, demonstrating the challenges /
difficulties faced by the project developers and the their contractors developing /
constructing projects in Gharo are lughlight in the analysis below.

(a)

General Site Characteristics: The wind farms located at Jhampir are located at
fairly higher grounds (NSI. ranging from 50-100m above SOP datum) as
compared to wind farms a1 Gharo (NSL ranging generally from 1.30m to
2.70m above SOP datum).

There is no occurrence of groundwater in Jhampir region down to the
investigated depths of 30m. On the other hand, at Gharo, groundwater is
encountered at depths as shallow as 0.50m. The conditions at the latter site are
further aggravated by the fact that it is located in the inter-tidal deltaic zone of
the river Indus. Accordingly, semidiurnal tide pattern 1s exhibited at this site.
Parts of the land get submerved during the high tides twice every 24 hours.

The subsoil at Jhampir comprises in general fragmented limestone with
occasional lenses of shale or clay. The top soil comprises silty sand with gravels.
The substrata down to the investigated depth of 30m is very strong and
competent to sustain the anticipated loads in its in-situ state without any need
of soil improvement works. On the other hand, the subsoil at Gharo comprises
silry/clayey/sandy soils. There is no occurrence of rock formation down to the
investigated depth of approx. 30m. The sub soils are found in compactness
ranging from very loose/sot 1o dense/hard. This substrata is not considered
competent to sustain anticipated loads unless its strength characteristics are
improved by special ground improvement techniques or the loads are
transferred to deeper horizons by using deep/pile foundations.
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(b)

Site_Accessibility: The access from the end of asphalted road up to the first
wind farm site at Jhimpir comprises competent sandy subgrade. There is no
occurrence of groundwater table within 30m depth from the NSL. Accordingly,
no major effort is involved in the access road construction. Only leveling &
grading of the existing ground contours would make the road suitable for
vehicle/equipment transportation.

On the other hand, the access from end of coastal highway up to wind farms at
Gharo passes through inter-tidal land. The subsotl in the upper horizons is very
weak and cannot sustain the anticipated vehicle/equipment loads in its tn-situ
state. Moreover, parts of the land may also get submerged under the tidal water
twice datly. Accordingly, the access road to the site will not only have to be
composed of a high embankment but also due to continuous settlement of the
weak sub soils, the embankment top levels will have to be maintained by
replenishing the materials pcriodically.

The 3 Ko fit for purpose’ access road to be constructed fromy thé Inidus Coastal Highway to

<

the Project Site is include in the EPC Cost agreed with W6 BPC Coniractors.
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(c)

(€)

®

R
(e )(\\IL

Mobility across the Site: The strong subgrade and lack of groundwater at sites
identified in the Jhampir region indicates that the internal roads can simply be
prepared by leveling/grading. However, this would not be feasible for wind
farms that are to be developed at Gharo. The weak top soil across the site and
very shallow groundwater nccessitates the requirement of properly compacted
embankments for the road construction as explained in the preceding
paragraph.

Crane Pads & Stacking Areas: Owing to the presence of strong sub soils, the
crane pads and equipment stacking areas would be prepared by simply leveling
and grading the existing ground surface at Jhampir (no filling works would be
required). However, for the wind farms to be developed at Gharo, the crane
pads will be raised above the ground level by an average of 1.8m. The raising
will be done by selected granular fill (Borrowed Soil) compacted as per
standard construction practices.

WTG Foundations: The W'I'G foundations for Jhampir wind farms shall be
shallow  raft foundations. However, for Gharo wind farms, shallow
foundations are not feasible. Instead, pile foundations will be required. The
tentative dia. and depth of the pile foundations is 900mm and 35m respectively.

Moreover, the finished levels of pilé caps will also be considerably higher in
case of Gharo wind farms, because these have to be safe against the tidal water.
No such requirement is, however, envisaged in the Jhampir wind farm.

BOP and_Electrical Infrastructure: Due to the Project Site’s peculiar
characteristic of submergence during high tide and the elevated underground
water level resulting in majority of the Site submerging underwater due to water
rising through the ground during high tide, the EPC Contractors would have to
create trenches for laying the electrical infrastructure required for the Project.

o 040



FOUNDATION WIND ENERGY ~ || (PRIVATE) LIMITED e PETITION
(FORMERLY GREEN POWER (PRIVATE) LIMITED) TARI

4.6

® Building Foundations and I'inished Levels: At the Jhampir wind farm site,
owing to the availability of fairly strong and competent subsurface at shallow
depths, the buildings shall be supported on shallow foundations. However, for
the Project Company’s wind farms site, it might not be feasible to opt for the
shallow foundations. Even if shallow foundations prove to be feasible for
buildings, the size of these foundations would be much larger than that for
Jhampir wind farms’ buildings.

Moreover, the finished levels of ground floor slabs will also be considerably
higher in case of Gharo wind farms, because these have to be safe against the
tidal water resulting in development of “Islands of Infrastructure” (as termed by
the technical consultants). No such requirement is, however, envisaged for wind
farms to be located in the Jhampir region.

Hezee it is concluded that the quantum of aivil works and: Sbseqin nt_b the expenditure for
Gharo wind farms shall be comsiderably more than that of ]bw’)’;pr'r wind  farms.

POWER OFF-TAKE & THE GOVERNMENT OF PAKISTAN’S
IMPLEMENTATION AGREEMENT .

The electricity generated through the Project will be sold to National Transmission
and Despatch Company Limited (through its Central Power Purchasing Agency) on
behalf of ex-Wapda distribution companies (the Power Purchaser) pursuant to the

energy purchasc agreement (the EPA), which in turn will distribute and modulate the
electricity generated by the Project Company.
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In furtherance of_ the Government of Pakistan’s model for setting up the IPPs in
Pakistan, the Project Company will also enter into an Implementation Agreement (the
IA) with the Government of Pakistan in respect of the Project.

It is highlighted for the benefit of NEPRA that the Project Company has been in
discussions with:

- (®) the Power Purchaser in respect of finalization of the EPA; and

(b) the AEDB in respect of finalization of the IA.

This evidences the Project Company’s commitment and seriousness to enter the
Pakistan wind market with esteemed standards and clear deliverability.

The EPA will be finalized and executed by and between the Project Company and the
Power Purchaser and the IA will be finalized and executed by and between the Project
Company and the Government of Pakistan, in each case, following NEPRA’s
approval of the Project Company’s 20 years Reference Generation Tariff, the grant of
a generation license to the Project Company and the issuance of the LOS.

4.7 ESTIMATED QUTPUT

In line with AEDB’s guidelines, the Project’s technical consultant M/s SgurrEnergy,
UK (one of the world’s leading consultant on wind energy technology) carnied out
detailed evaluations to estimate the cnergy production for the Project, based on:

(a) the selected Nordex WTG;

(b) the Site conditions; and

(©) micrositing.

The summary of the results is as follows:
GROSS CAPACITY 50 MW

ROBABILITY OF EXCEEDENCE | P75

ET CAPACITY FACTOR 30 %
ANNUAL ENERGY GENERATION | 129,600 MWHr
(ON BENCHMARK WIND '
SPEEDS)

4.8 PROJECT COST AND CAPITAL STRUCTURE

Based on the assumptions contained in this Tariff Petition and in light of the
proposed discussion contained in Section Project Cost and Tariff], the
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proposed Project cost is USD 127,692,651 (United States Dollars One Hundred
Twenty Seven Million Six Hundred Ninety Two Hundred Six Hundred and Fifty One
Only) (the Project Cost). - '

The planned financing of the Project Cost is by:
(a) 25% equity (the Equity);-and

‘()  75% deb (the Debt).

MAIN SPONSORS = FAUJI FOUNDATION

Fauji Foundation (FF) was established as a charitable trust in 1954, incorporated under
The Charitable Endowments Act, 1890. At present the Net-worth of FF Group stands
at Rs. 120 Billion with Assets of over Rs. 253 Billion.

Approximately 80% of the profits of the FF Group of companies and commercial
ventures are utilized for social protection programs, for the welfare of ex-servicemen
and their dependents. FF operates on a self sustaining basis and does not receive any
funding from Government of Pakistan and related entities.

Considered the most sustainable social protection mechanism in the country, FF
beneficiaries are approximately 10 million individuals growing by around 1% every
year and since inception has spent over Rs. 24 billion in welfare activities.

The FF’s education & training systern has about 44,000 students enrolled in 98 model
schools, two colleges for boys and girls, 9 technical training centers, 66 vocational
training centers. In addition FF alvo provides financial support through stipends to
approximately 70,000 students (about 5,000 for higher education). In essence FF
provides for and supports over 110.000 students yearly. Since 2002, FF has established

a full fledge university which includes a medical college, which runs independently on
self sustain basis.

FF’s Healthcare experience is over 10 yvears and today has grown into the largest Non
Governmental Healthcare System in Pakistan, providing exemplary medical treatment
ranging from primary to tertiary level. The Health care system constitutes 11
Hospitals, 1 Nursing Training school, | Artificial Limb center, 24 Medical Centers, 80
Static & Mobile Dispensaries and 2 Mobile Health Units. This makes it the most
extensive health care chain in the private sector.

As FF acts for the welfare of its beneficiaries, this necessitates strong commercial
operations to fund the welfare for an expanding beneficiary base. To generate this
funding requirement a number of industrial & commercial ventures, (generally known

~ as the Fawi Group) have been est:blished and acquired, which are pardally or fully
owned. The sectors in which Fauji Group has investments include fertilizer, power, oil
& gas exploration & distribution, oil terminal operations, financial services, cement,
cereals, employment services, and sccurity services.
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4.10

4.11

Fauji Group constitute of:

S .

Fauji Cere s Mad Gas Compan  Ltd.

Foundation Gas Fauji Cement Company Ltd.

Fauji Comn Complex, . Pakistan Macoc Phosphere, S.A

Fauji Security Services : Fauji Fertilizer Company Ltd.

Overs as Employment Services Favji Fertilizes Bin Qasim Ltd.

E perimental & Seed Multiplication Foundation Secusities { vt,) Led.

Farm Fauji Kabirwala Power Company Ltd.

: Fauji Oil Terminal & Dist ibution

Company Ltd.
Foundation Power Company (Daharaki)
Limited.
Fauji Akbar Portia Marine Terminals

(Private) Ltd.

The nature of its operations makes Fauji Foundation a unique welfare-cum-
industrial group. '

REFERENCE GENERATION TARIFF

The Reference Generation Tariff, once approved by NEPRA, will be integrated into
the EPA. The Project Company hcreby respectfully requests NEPRA to kindly ensure
consistency between the adjustment formulae and indexations to be applied to the
Reference Generation Tariff normally conveyed to the petiioner in NEPRA’s tanff
determination. order since these formulae and indexation will also form part of
Schedule 1 to the EPA. Consistency must therefore be maintained, as requested,
berween NEPRA’s tariff determination order and Schedule 1 to the EPA.

CARBON CREDITS

The Clean Development.Mechanixm (the CDM) is one of the flexible, project-based
mechanisms for greenhouse gas ¢mission reductions (the GHG) under the Kyoto
Protocol. By using the CDM, two countries can jointly develop GHG emission
reductions projects. While the project proponents in the host country sell the emission
reductions from the project as Ccriified Emission Reductions (the CERs), project
participants in the partner countrv act as the CER buyer. In this set-up, the host
country of the project benefits frorm domestic investment and technology transfer. For
the owners of the CDM project. selling CERs means additional revenues to the
project. Each CER represents onc ton of carbon dioxide equivalent abated by the

. project. .

The CDM was initiated under the Kyoto Protocol of the United Nations Framework
Convention on Climate Change (the UNFCCC) in order to explore cost- effective
options to mitigate the impacts of climate change. It is one of the instruments that
bclp the developing countries in achieving sustainable development, while at the same
ime contributes to the ultimatc objective of the UNFCCC. CDM assists the

(¥8)
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developing countries to implement project activities that reduce GHG emissions in
return for generating carbon credits/ CERs.

Pakistan deposited its instrument of accession to the Kyoto Protocol on January 11,
2005, and thus became eligible to benefit from CDM. For this purpose the Ministry of
Environment has been declared as the Designated National Authority (the DNA). A
‘CDM Cell’ was established in Pakistan in August 2005 for providing technical and
policy support to conduct awarcness raising, enhancement of capacity for CDM
project development, review of CIDM projects for grant of approval by the DNA and
to advise the Government of Pakistan in technical matters related to CDM in Pakistan.
It was also established to implement the CDM strategy.

Pakistan national operational strategy for CDM was approved by the Prime Minister
of Pakistan in February 2006. The strategy -provides policy guidance for
implementation of CDM in Pakistan in line with national sustainable development
goals. It is an incentive based strategy that ensures efficiency and transparency. The
strategy defines institutional arrangement for implementation of CDM in Pakistan, tax

and credit sharing policy and the criteria grant of host country approval to CDM
projects. : ' '

. Section 8.3.3 of the RE Policy 2006 states:

...all qualifying Renewable Eneryy (the RE) projects shall be eligible for financing under
the Clean Development Mechanism (CDM) and will be enconraged to register for Certified

Emission Reduction (CER) cndits with the CDM Executive Board, either collectively or
individually.

The Government shall also strive, in collaboration with international development agencies
and to the extent possible, to Sacilitate project applications for such carbon credits in order to
reduce the associated initial transaction costs for project sponsors. Importantly, as this policy
creates significant incremental csts for the RE power purchaser (bigher tariffs, resource
availablity risks, backup power provision, transmission and interconnection infrastructure,
etc.), it is deemed appropriate 1h.if uny carbon credits thus obtained by RE IPPs be utilized
fo partly offset this burden so «. to improve the economic competitiveness of RE-based grid
power for-both the rate payers and the producers. ..

While it appears possible that the I'roject may be able to realize monetary gains from
such carbon credit schemes, the actual timing, amount, and other details of the
outcome are quite uncertain at this point. It is thus proposed that the Reference

Generation Tariff for the Project be approved irrespective of the outcome of the
carbon credits.

However, if any CER related revenues are realized, 1t 1s submitted that they will be
shared as per the policy of the Government of Pakistan. Regardless of the outcome,
the Project Company has already initiated the CDM project for the Project at its own
cost and negotiations with various intematio}nally reputed CDM consultants have
already been initiated to complete tl.e CDM project.
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5.  PROJECT COST AND TARIFF

5.1 PROJECT COST SUMMARY

The total Project Cost, expressed in United States Dollars, has been calculated after
thorough analysis, evaluation and understanding of the dynamics that affect the
development and operation of a wind farm. The reference exchange rates used to
convert the relevant costs into United States Dollars are USD 1 = PKR 86.2 and USD
1.38 = Euro 1.

For NEPRA's benefit and approval. a summary of the Project Cost is given below:

R h o USD IN
] |  THOUSANDS
] 111,022
! 1,150
2,975
126
716
1,499
3,538
1,042
‘ 5,624
R | 2 127,693

5.2  DETAILS OF PROJECT COST

5.21 EPC Cost

Breakup of cost associated with cach Contract forming part of the turnkey EPC
entered into by the Project Company is provided below:

25,992
- 736 736
35,454 62,10 111,022

(@) the turnkey price being charged by the EPC Contractor for the Project is

: based on firm legally binding EPC Agreements (comprising the Offshore
Agreement and the Onshore Agreement) executed between the Project
Company and the EPC Contractor; and

(b) the L/C confirmation charges to be incurred by the Project Company on the
amounts payable to Nordex under the Offshore Agreement has been
calculated on the bases of a confirmation charge of 2% flat.

The EPC Cost represents the cost of 20 (Twenty) N100 WTGs, 60 (sixty) IN100 blades
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5.2.2

(100 m dia.), electrical equipment, together with ancillary equipment and other goods,
systems and machmcry and includes the cost of, inter alia, the erection, testing,
complet10n and commissioning of the equipment and construction of the Facility that
is capable of fulfilling the intended purpose.

The requirement to have the L/C confirmed through an international bank has
specifically been requested by Nordex taking into account the recent credit ratings
assigned to Pakistan by Standard & Poor’s and Moody’s.

It is highlighted, as a major strength of the Project’s EPC cost structure that the EPC
Cost is inclusive of all withholding taxes payable in respect of the payments to be

made to the EPC Contractor pursuant to the EPC Agreement.

The Project Ccv)mpanyAis contractually committed to pay, as mobilization advance,

© 25% (aggregate) of the total amounts payable to the EPC Contractor pursuant to the

EPC Agreement upon achievement of the following milestones (within the timelines
set out below) up to financial close:

(a) - 1ssuance of Preliminary Notce to Commence’;
(b) tanff determination by NEPRA; and
() achievement of financial closc latest by March 2012.

The achievement of the above stated milestones is key to maintaining the EPC Cost

and the same is subject to escalations in accordance with the executed EPC Agreement
for failure to achieve such milestones. .

all xr@omd eq@mmt fmm Wﬂdtm‘»( lerim‘al; and -‘:BOP); hatig yoeny g M‘i;*m
as gpposed to their routinie pmud:m if promnn& equipment (dM and'} OP) From: China:

Non EPC Cost

The Non EPC Cost includes the cost of items that are not part of the EPC

Contractor’s scope of work pursuant to the executed EPC Agreement. Such costs
mainly include, inter alia, the costs of:

’; Vo[ S o : {|  THOUSANDS

e 3K E ' 1 147.42
255y Ok 133.35
.,.}s.’g'*‘f ( JCaliie TN T ‘ ,_, 534.23
L4080 PRI G _ ; 155.00
; ( BUREORNE 0 180.00
» A N-EPCT 3 1,150.00
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(2)

(b)

(©

C)

()

Fixed Assets: This includes cost of various instruments, equipment and other
assets (excluding such asscts that are supplied under EPC Agreement) that

include:
(1) Vehicles, equipment and furniture; and
(i) Facility connectivity for remote monitoring.

Project Administration Office Costs: The Project Company’s head office is

based out of Rawalpindi. This office is required to maintain coordination with
the Project Company’s lenders, shareholders and vanous governmental
agencies. The Project Company will also maintain a Project coordination office
with limited -accommodation at Karachi to coordinate the construction and
monitoring activities at Sitc. This portion of the Non EPC Cost includes costs
associated with rent, utilities, equipment inspection, vehicles fuel and
maintenance and other allicd expenses during the construction period.

Cost_of Accommodation: The Project Company will maintain limited

accommodation at Karachi to coordinate the constructon and monitoring
activities at the Project site. This portion of the Non EPC Cost includes costs
associated with rent, utilities, equipment inspecton, vehicles fuel &
maintenance, and other allied expenses during the construction period.

Accommodation cost also includes the construction cost of a residential
facility for providing housing 1o the O&M staff. A “fit for purpose’ residential
facility has been planned at Project site to accommodate necessary staff. The
factlity is not intended to cater for the families of the operating staff.

Cost of Security Arrangement: Pakistan is going through a tough time with
respect to security situation in the country. This is one of the major
impediments in attracting foreign investments. The Project Company is also
concerned about the security of its personnel. Therefore, security arrangement
costs become one of the most important components of the Project cost. This
represents the costs associated with providing security at offices,
accommodation and site and also includes the cost for providing security to
the expatriates engaged by Nordex for the Project. It is highlighted that in view
of the present security situation in Pakistan, the provision of security by the
Project Campany is considered critical. The Project Company has hired the
services of a dedicated Security Manager to oversee and monitor the security
related matters along with other security staff.

Optic_ Fiber for Connecton_with WAPDA: In accordance with the
requirements of the EPA, the Project Company is required to provide
connectivity to the Power urchaser through fiber optic. The total deployment

cost (including equipment, aterials, and laying of the fiber optic) has been
included under this head.
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5.2.3 Project Development Cost

It is important to highlight that the LOI for the Project was issued in 2004 and the
project has been under development for over 6 years. The onginal sponsors were
unable to complete the project which thereafter Fauji Foundation acquired and
inherited the earlier project development expenses. Fauji Foundation has fast tracked
the development of the project and has brought the Project to a stage that it is being
presented before NEPRA along with signed and executed EPC Contracts and a
firmed up financing plan within one vear of its acquisition. Due to the nascent nature
of the wind industry in Pakistan, considerably more time and money has been spent is
developing these initial projects, which have paved the way for the future developed of
Renewable Energy in Pakistan.

The Project Development Cost includes the costs incurred for the purpose of Project
development and includes all costs, fees and expenses incurred or to be incurred for
such purpose. These costs include, inter alia, costs of feasibility studies, topographical
survey of land, preliminary geotcchnical investigation of land, tidal survey, Grid

~ Interconnection Studies; fees of consultants; costs related to the performance
guarantee to be furnished to AEDB; costs related to the Power Purchaser letter of
credit to be furnished to the Power Purchaser pursuant to the provisions of the EPA;
various regulatory fees to be paid 1o NEPRA; costs incurred during Project Company
formation; and costs relating to various permits for the Project.

The Project Company has engaged highly reputed and leading consultants as Project
advisors that have unmatched expertise in planning, engineering, financial, legal and
technical matters. Considering that the Project will be the first Wind IPP to be set up
in Gharo region of Pakistan, the Project Company has endeavored to put together the
best team of consultants for the Project so as to ensure that wind power sector in the
country is developed and the Project is bankable from all aspects.

A high level break-up of the various costs included under this head is given below:

RN [§ G MR IR T A r—— -
[ RO s [ [ _UsDw
. THOUSANDS
’Ljn ? A, £
g : 1,002
AICKNSESENS ' . 234
' ¥ 907
& ] 212
& :‘CO " YR+
: ;N B 620
R R N £, ::
AFPROJECTDEVELOPMENT GOST Ty {1 2,975

5.2.4  Land Cost -

Land cost has been incorporated in this petition as the Project Company has leased
1,656 acres of land of the Project trom AEDB together with stamp duty, fegistration
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5.2.5

fees and costs of ‘survey and demarcation of the land for the Project, which has been

already paid to AEDB.

Taxes & Custom Duty

(a) Custom Duty

Rules regarding customs duty on renewable energy projects are driven based on
the information provided under the RE Policy, Guidelines for Determination of
Tariff for Wind Powet Generation 2006 (the Guidelines) and the Government of
Pakistan, Federal Board of Revenue Statutory Regulatory Order (SRO) No.
575(1)/2006 dated June 05, 2006.

Following table highlights and summarizes the fiscal incentives/exempton
available to renewable energy based power Projects regarding customs duty:
Fiscal Incentives/Exemptions on RE Based Power Projects

Extract from Para
8.6.1

No customs duty or
sales tax for machinery
equipment and “spares
(including construction
machinery, equipment
and specialized vehicles
imported on temporary
basis) meant for initial

installaton  or  for
balancing,
modernization,
maintenance,
replacement, or
expansion after
commuissioning of
Projects for power
generation utilizing
renewable energy

resources (specifically,
small hydro, wind, and

Extract from Fiscal
Regime

Customs daty at the
rate of 5% on the
import of plant and
equipment not
manufactured locally

Extract from Para 11 (5%
customs duty)

Machinery, equipment and
spares meant  for Initial
installation, balancing,
modernization, replacement
or expansion of Projects for
power generation through
oil, gas, coal, wind and wave
energy  including  under
construction Projects, which
entered into an
implementation  agreement
with the Government of
Pakistan

Para 13 (0% customs duty)

Machinery, equipment and
spares for initial installation,
balancing, modernization,
replacement or expansion of

solar), . subject to Projects for power

fulfillment of generation through nuclear

conditions under the and  renewable energy

relevant SRO sources like solar, wind,
micro-hydel  bio  energy,
ocean, waste-to-energy and
hydrogen cell etc.

It transpires from above that the three documents (the Policy, the Guidelines and
thc'SRO) yhen read In conjunction gives rise to an ambiguous situation, as the
Policy provides for NIL customs duty, the Guidelines provides for a 5% customs
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duty, and whereas the SRO has both the NIL and 5% customs duty rate.

The Petitioner has assumed 0% customs duty regarding imported 'plant,
equipment, machinery etc. in accordance with Para 13 of the SRO read with the
Policy. : :

However, as the Guidelines and Para 11 of the SRO provide a 5% customs duty
rate, in view of this apparent ambiguity the Petiioner prays NEPRA to allow
adjustment of capital cost of the Project and the tariff, in each case, for actual
customs duty paid, at COD.

(b) Special Excise Duty

Special Excise Duty is assumed at 0%, as the same is correlated with the rate of
customs duty (assumed 0%). In case the Project has to pay 5% customs duty (in
the event the customs authoritics bring the import under the ambit of Para 11 of
the SRO) then the Special Excise Duty at 1% is leviable. Accordingly, the
Petitioner prays NEPRA to allow adjustment of capital cost of the Project and the
tariff, in each case, for actual customs duty paid, at COD.

(c) Sales Tax

No Sales Tax is assumed on import and local supply of the imported plant,
equipment, and machinery etc., based upon the SRO and recent Notificauon SRO
-~ 575(I)/ 2005 issued by the Government of Pakistan, Federal Board of Revenue.

Furthermore, for the purpose of this tariff petition, the Petitioner has not taken
into account the impact (if anv} of the enactment of the Sindh Sales Tax on
Services Act, 2011. As the. law has only very recently been enacted, the true
implications and procedures on applicability are not clear at this time. However, in
case the Onshore Agreement forming part of the EPC Agreements (being services
performed in the province of Sindh) is brought into the ambit of the Sindh Sales
Tax on Services Act, 2011, it is prayed to NEPRA that the tax charged to the
Project be allowed as a pass-through at the time of tariff true-up.

(d) Income Tax

Advance Income Tax @ 0.00% (Zero Percent) has been assumed at the time of
import of machinery, equipment, goods, spares and materials for the Project.

(e) Sindh Infrastructure Development Surcharge (SIDS)

0.850% of the imports for the Project have been assumed as Sindh Infrastructure
Development Surcharge (the SIDS). The chargeability of SIDS is based on the
weight of the imported equipment / items and the distance of the Site from the
port. Since the imported equipment is expected to be of haulage load and has to
travel considerable distance from the port, maximum rate of SIDS has been
assumed in the Project Cost.

() Federal Excise Duty (FED)
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5.2.6

5.2.7

FED on the payments to be made to (1) local financial institutions; anq 2
insurer’s has not been assumed. In case FED is levied on the financial advisors
and lead arrangers’ fee, debt arrangement fee and cpmmitment fc'e, L/C
commission and charges, loan administration charges, and insurance premium the
same should be treated as pass-through under the taniff.

Pre-COD Insurance Cost

Pre-COD Insurance Cost covers the insurance cost of Project Company’s assets
during construction and the same are incurred prior to COD. These cost estimates
have been developed based on an offer received from one of the leading insurance
companies in Pakistan.

The Project Company, in view of the practices set by other IPPs in Pakistan and in

+ accordance with the requirements sct out by the Lenders funding the Project, intends

to procure the following insurances during the construction phase of the Project:

(a) Construction All Risk Insurances (CAR);
(b) - CAR Delay in Start-up Insurance;

(c) Terrorism Insurance;
(d) Marine and Inland Transit Insurance;
(e) Marine - Delay-In Startup Insurances; and

Q) Comprehensive General Liability.

The premiums payable under the above stated Pre-COD insurances, does not include
the admunistrative surcharge, the Federal Insurance Fee and the Federal Excise Duty,
in each case, relating to the Pre-COD insurances, and the Petitioner prays that the
same be allowed by NEPRA as part of the One-Time Adjustments allowed at the time
of COD.

Financial Charges .

Financial Charges include the costs related to the Debt financing of the Project. Such
costs include, inter alia, the lenders’ up-front fee and commitment fee; charges related
to various letters of credit to be esiablished in favor of various contracting parties
(other than L/C confirmation charges for payments to be made to Nordex as these
are included as part of the EPC Cox1); fees payable and stamp duty applicable on the
financing documents; agency fee; sccurity trustee fee; lenders’ Project monitoring fee
and the fees for the lenders’ various :dvisors.

It is pertinent to highlight that in addition to the typical set of Lenders advisors
required for a transaction of such nuture since the transaction will be structured as a
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Shariah compliant transaction, specialized services of a Shariah advisor will be required
for structuring the deal in accordance with Islamic mode of financing.

These financial charges have been thoroughly negotiated with the lenders and are in
line with the prevailing market conditions and practices applicable for project
financing transactions. The term shects for arrangement of Debt financing signed with
the lenders (attached as Annexure — D) stipulate the costs given below (further details
of these costs are provided in Section 6.6 (Debt Financing) below):

” i;:‘bf;";“..f’u

USD IN
THOUSANDS
2,085

155

81

248

: et ; 968

TOTALFINANCIALCHARGES ) ) 3,537

The Financial Charges proposed by the Project Company for NEPRA’s approval are
in excess of 3% of the total Debt amount, normally allowed by NEPRA for locally
financed project. It is submitted before NEPRA that the Financial Charges cap be

enhanced for this project due to the following reasons:

(@) The Project Company understands that NEPRA introduced a Financial Charges
cap of 3% of debt amount’ for 200 MW thermal projects which had project cost
of USD 200 million to USD 300 million. Apart from financial charges quoted as a
percentage (%) of the debt/loan amount, all fixed financial charges (agency,
trustee, monitoring, superviscry fee along with Lenders’ advisors fee) were
distributed over a debt of USD 150 million to USD 225 million, thus resulting in
the financial charges being lowcr than the NEPRA introduced cap. In the case of
wind power projects of 50 MV however, since the Debt component is much
smaller (approximately USD 1t million), the cap applied for financial charges by
NEPRA is easily breached and therefore unrealistic;

(b) As further submitted in Scctionabove, the Project Company has included a
foreign currency loan (ie. Foraign Financing) in its capital structure in order to
reduce the levelized tariff in comparison to the option of borrowing in local
currency only. While the selection of a mix of Foreign Financing and Local
Financing by the Project Company has resulted in the reduction of its levelized
Rcference Generation Tariff due to a lower cost of Foreign Financing borrowing,
it is highlighted that the arrangcment and commitment fees of Foreign Financing
is significantly higher than that »f the Local Financing (as is customarily the case)
and has resulted in higher Financial Charges. Thus, while considering the low
carrying cost and reduced levelized tariff resulting from the Pro,ect Company’s
selection of a mix of Local Fin incing and Forexgn Fmancmg, 1t 1s submitted that
financial charges should not be capped and should be allowed at actuals, as the
Project Company understands that the intention of NEPRA has been to ensure
the lowest consumer tariff rather than preserving the sanctity of a mere cap itself.
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(c) Additionally, it is submitted that there is a precedent avai]ablc.in NEPRA’s
determination of financial charges cap for a hydel IPP (ie. Laraib) where the
financial charges were approved by NEPRA in excess of 3% of the debt amount.

5.2.8 Permanent Working Capital

Inflow of Funds During Operating Period:

Under the terms of the EPA to be executed between the Project Company and the
Power Purchaser, the Project Company shall invoice the Power Purchaser for the
‘settlement of the Monthly Energv Payment on or after the first day of the month
following the month to which the Monthly Energy Payment relates. The Power
Purchaser has to make the payment of the same by the thirteth day following the day
of submission of the invoice i.e. 31" day.

Outflow of Funds & Requirement for Working Capital:

(a) The Project Company is required to collect sales tax from the Power Purchaser
on behalf of the Government of Pakistan and deposit the same by the 25" day
of the month to which it relates. However, as explained above, the Power
Purchaser is only obligated to make payment to the Project Company against
the invoice raised within 31} days from the date of invoice — thus creating an
inherent mismatch in the availability of cash flows to the Project Company for
settlement of its liabilities.

(b) Furthermore, the Project Company would be making payments to the
operations and maintenance contractor monthly 15 days in arrears whereas the
same will be recovered from the Power Purchaser 30 days in arrears — thus

creaing 2 mismatch in cash flows and providing a further justification for
working capital.

() The terms of debt financin stipulate repayment of debt on semi-annual basis
commencing from COD. v the time the first repayment is to be made to the
lenders, the Project Comp:ny would only have received 5 months of revenue
tn accordance with the 30-day payment terms under the EPA. Thus a
permanent shortfall of 1/¢" of the debt installment would be created which
the Project Company intends to fund through upfront permanent working
capital; this requirement is +1andard in all financing transactions of this type.

(d) Finally, given the current economic situation in the country.and the problem
of circular debt faced by th. economy, it 1s highlighted before NEPRA that the
Power Purchaser is present.v delayed in making its payments to the IPPs (such
delays amounting to montis in aggregate in case of some IPPs), which has
creatgd substantial difficulies for such IPPs and has even caused, some of
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5.2.9

them to default under their various contractual arrangements. Approval of a
Working, Capital in the Total Project Cost by NEPRA for the Project
Company will not only help the Project Company in management of its cash
flows but will also reduce its default risks emanating from the considerable lags
in the receipt of payments from the Power Purchaser.

In consideration of NEPRA'’s views on commercial working capital lines, which have
been disallowed to earlier projects, 1t is submitted that such permanent working capital
be allowed to. be injected upfront by the Project Company, in replacement of a
revolving credit line from banks.

Interest During Construction

The Interest During Construction ‘the IDC) has been calculated on the basis of the
term sheets executed between the I'roject Company and the lenders, which stipulate a
base rate equal to 6-month KIBOR plus a margin of 295 basis points (PKR financing)
and 6 months LIBOR plus a margin of 460 basis points (USD financing). Actual IDC,
however, shall be sublcct to changc dcpendmg on the fluctuations in base rate (i.e. G-
month KIBOR & 6-month LIBOR, funding requirement (draw-downs) of the Project
during the construction period, changes in Project Cost including changes due to
Taxes and Dutes, and vanations in PKR / USD exchange rate.

BAsIS. FCEB‘G CALCULATIONS | 6~MONTH KIBOR | 6 - MONTH LIBOR
BASERAfﬁ?Si‘j?,,L 13.38% 0.48%
SPREAD. 2.95% 4.60%
TOTALINTERESTRATE i+ 5 16.33% 5.08%
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6. PROJECT FUNDING STRUCTURE (DEBT & EQUITY)

6.1 THE FUNDING ARRANGEMENT

The Project Cost \x;ill be funded on the basis of a Debt: Equity ratio of 75:25, thereby
" resulting in the following capital structure for the Project:

‘MiILLION USD
L :,\,;,_.sﬁ' -'éi{,_‘{'ig_-’ 3 63,846
‘.‘.;{ .8 N ) A Ee o 31,923
"EQUITHT £ 31,923
“TOTAL PROJEGT COST, 74+ 127,692

6.2 BRIEF ABOUT DEBT AND EQUITY FINANCING

The envisaged debt: equity structure of the Project is 75:25 implying 2 total debt
requirement of USD 95.769 million (based on a project cost of USD 127.692 mullion).
Asian Development Bank (ADB) and Islamic Development Bank (IDB) will
contribute 66.67% of the required debt (that is USD 63.846 million), while a term
sheet for artangement of the remaining 33.33% of long-term debt has been signed
with the leading local banks. The cstimated amount to be raised from local lending
institution is USD 31.923 Million (approx. PKR 2,751 million). It is pertinent to
‘mention that the debt raised through ADB and IDB will be denominated in USD
(repayment in USD, interest payments to be indexed to LIBOR) while debt to be
provided by the local banks will be denominated in PKR (repayment in PKR, interest
payments to be indexed to KIBOR). However, regardless of the source of financing

(local or foreign), the Project will be financed 100% through Islamic modes of
financing.

Based on the current Project cost cstimates, the equity required to be injected by the
Sponsors amounts to USD 31.923 mullion. The Principles Sponsors, Fauji Foundation
and Fauji Fertilizer Bin Qasim will subscribe to fulfill up to 55% of the total equity
requirement, Islamic Infrastructure Fund (IIF) will provide 35% and the Tapals will
subscribe to fulfill the remaining 20""% of the equity requirement.

6.3 EQUITY PARTICIPANTS / SPONSORS

6.3.1. Fauji Foundation

Fauji Foundation (FF) was established as a charitable trust in 1954, incorporated under

- The Charitable Endowments Act, 1890. Approximately 80% of the profits of the FF
Group of companies and commercial ventures are utilized for social protection
programs, for the welfare of ex-servicemen and their dependents.

As FF acts for the welfare of its beneficiaries, this necessitates strong commercial
operations to fund the welfare for an expanding beneficiary base. To generate this
funding requirement a number of industrial & commercial ventures, (generally known
as the Fauji Group) have been estiblished and acquired, which are parually or fully
owned. The'sectors in which Fauji Group has investments include fertilizer, power, oil
& gas exploration & distribution, il terminal operations, financial services, cement,
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6.3.2.

6.3.3.

6.3.4.

6.4

éereals, employment services, and security services. All these translate into an asset
base of over Rs. 254 billion and a net worth of over Rs. 120 billion (as per FY 2010

figures).
Fauji Fertilizer Bin Qasim Cbmpany Limited

Fauji Fertiliser bin Qasim Company Limited is a public listed company incorporated in
1993 and engaged in the manufacturing of DAP and Urea Granular with annugl.
production capacity of 445500 tons and 551,100 tons. The Fauji group (Fauj
Foundation and Fauji Fertilizer Company) owns 68% in FFBL and general public and
private institutions own remaining shares. FFBL’s total assets as at Dec 31, 2010 were
Rs 36 billion with a net worth (sharcholder’s equity) of Rs 12 Billion.

Islamic Infrastructure Fund (IIF)

IIF is funded by Asian Development Bank (ADB) and Islamic Development Bank
(IDB) and managed by CapAsia, a_private equity firm established through a joint
venture between Malaysia’sand South Africa’s Cap Asia
manages three funds worth US$46( mullion by investing in the infrastructure sectors in
Southeast Asia and Central Asia. he firm was founded in 2006 and has offices in

Singapore, Kuala Lumpur; Jakarta, 1nd Bangkok. IIF will invest in the Project through
a Special Purpose Vehicle (SPV), spccifically established for investing in the Project.

Tapal Group

With 141 years of history, Ameejec Valleejee & Sons (Private) Limited (AVS) is the
flagship company of the Tapal Group. It deals with supply of light engineering
products and grew steadily by adding product lines and extending coverage to areas
other than Karachi. During the 705, power plant equipment was supplied to many
generation plants of KESC and WAPDA. Industries that came up during this period
(rice processing, sugar, fertilizer and chemicals) were equipped with AVS supplied
products. Major business interests f the Tapal family are (1) Tapal Enterpnses (Pvt)
Ltd an engineering company (ii) Industrial Engineering and Construction Ltd involved
in industrial installation activities, and! (iii) Tapal Energy (Pvt) a furnace oil Power Plant
with a gross capacity of 126 MW.

RETURN ON EQuUITY

Risk perceptions are high for invesiinents in Pakistan energy sector not only because
of the security situation of the country but also due to the issue of circular debt.
Another risk perception is that therc is no history of wind Projects in Pakistan.

In the pas} NEPRA has allowed thermal/conventional power producers and hydel
power projects an IRR of 15% and 17% respectively; it is noteworthy that the data for

hydrology in Pakistan is much morc detailed and reliable (having been collected over
several decades) than the data for wind.

The Tariff Standards prescribed under Rule 17 of the Tariff Rules require that the
return on investment should be "commensurate with other investments of comparable
risk". It is submitted that NEPRA hus allowed 17% return to hydel projects where the
hydrology risk and unforeseen soil ¢ nditions are both well mitigated under the Power
Purchase Agreement and NEPRA's tariff guidelines which permit a "3 stage" tariff
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6.4.1.

6.4.2.

6.4.3.

6.4.4.

process permitting a reopening of the tariff parameters. As explaincd below, the GQP
is only covering the wind speed while the investor is taking the risk of ther w1.nd
characteristics. Accordingly, invesiment in the wind sector constitutes 2 higher risk
investment in comparison to investments in hydel or thermal power projects, thereby,
necessitating a higher nisk premium. -

The discussion below highlights the salient arguments in favor of allowing a higher
ROE (IRR based) to the Peutioner.

Medium Term Policy fot‘Development of Alternative and Renewable Enetgy

* AEDB has already taken notice of the aforementioned situation and has proposed to

the Government of Pakistan, under the draft of the Medum Term Policy for
Development of Alternative and Renewable Energy, to increase the return to the
sponsors to 18%.

Section 1.13.9.2 of the draft Medium Term Policy for Development of Alternative and
Renewable Energy states:

Quote

“the economic, social and environmental benefits of ARE, it is the policy of the Government of
Pakistan to provide a rate of return in cxcess above that of conventional power during the lifetime of
this medium term policy subject to a quata which rate shall be used in tariff caleulations. The ARE
Rate of Return on Equity (ROE) for . IRE Projects will be a minimum of 18% (the term ARE’

means Alternative and Renewable Eneryy’).”
Unquote

Wind Risk

The RE Policy 2006 provided by the Government of Pakistan does not offer complete
immunity to the equity investor against wind risk. The coverage is limited to variations
in wind speed only and it does not take into account other factors which can affect the
energy output of a wind farm. These factors include, air density, wind frequency
distribution, temperature, and humidity. This limitation in the wind risk coverage can
have a detrimental impact on the IRR of the equity investor.

Security Issues

Over the last three years the sccurity situation in Pakistan has been quite
unpredictable. The security threats 1n the country have had an adverse impact both on
the economy and on the cost of duing business in Pakistan. Most of the thermal IPPs
being constructed under the Pow'r Generation Policy 2002 have had to face the
repercussions of the deteriorating security situation in one way or the other. The
increased risk on the capital employed, coupled with the economic uncertainties
(circular debt), justifies an increase 11 the required rate of return (on IRR basis).

Monthly Energy Production Vs. Annual Energy Production

The mc-chanism. for tariff determination and revenue generation for Wind IPP's is
base}d on the Wind Tariff Guidelincs 2006 and the same is also reflected in article 9
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6.4.5.

6.5

6.6

(Compensation, Payment and Billing) of the EPA. This mechanism assumes monthly
wind energy production of the wind farm equipment (monthly payments are 'madc for
energy produced each month up to the amount of the benchmark energy while bonus
energy (over and above monthly benchmark energy) is only compensated to the extent
of 100/0).

On the other hand, no wind turbine supplier or EPC contractor is \\fill%ﬂg to offer
guarantee of energy production figures on monthly basis as this is not inline with thg
global standards followed by the wind industry where the power curve of the \VTGslls
guaranteed on annual basis. This mismatch between the basis use for t'anff
determination / revenue generation and the guarantees offered by the WTG supplier /
EPC Contractor can have significant effect on the returns of the Sponsors gnd
tremendously affects the risk profilc of the investment, therefore, ample compensation
in shape of increased return should be allowed to the Project Company.

Higher ROE for Coal Based Projects

Project Company appreciates the fact that the government is encouraging
development of indigenous resource based power projects. The most recent cx?lrpple
of such encouragement is issuance of notification # PL-6 (71) / 2010 by the Ministry
of Water and Power on March 8" 21111 through which a USD based return of Twenty
point Five (20.5) percent (IRR baxis) has been guaranteed to indigenous coal projects
‘achieving financial close by June 2014.

The Project Company believes. that,. based on- the facts detailéd iabove; it.is justified -to. reqwest
NEPRA 1o determine the ROE and ROE-DC component based on°a retwrn’ of 18 percent (IRR
basis) for the project, bowever, given Project Company's request with fegands to the energy production
Jigure to be used for tariff determination i.e. P75 the Project Compiariy is wilking to forego the bigher
return and accept a Jower ROE of 17% (on IRR basis, net of withbolding 1ax).

RETURN ON EQuUITY DURING CONSTRUCTION (ROE DC)

As per the RE Policy 2006, wind I11'P’s are allowed to claim return during the term of
the Implementation Agreement comimencing from the start date of construction i.e.
the date from which payments arc made to the EPC Contractors. Therefore, the
Return on Equity during Construction (ROE DC) will be accrued and shall be
determined at actual at the time of COD based on the actual equity drawdown.

The resurn due towards the Project Conipany during comstruction; (the ROE DC): bas: mot been
estimated separately in this Petition and shall form part of Referenve Tariff true-up caloulations at

COD on the basis of actual equity drawdown,

DEBT SERVICING

The capital structure of the Projects is envisaged at 75:25 (Debt: Equity). Asian
Development Bank (ADB) and Islamic Development Bank (IDB) will contribute
06.67% of the required debt in USD). The remaining 33.33 % of the long-term debt

shall be financed through local banks in PKR; the mode of financing will be Shariah
compliant. :
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6.6.1

The tenor of the loan agreed with the banks is 10 year plus 2 year Grace Period. The
foreign source financing will be based on 6-month LIBOR plus a margin of 4.6
percent adjustable on semi-annual basis. Whereas the local financing will be based.on
6-month KIBOR, plus a margin of 2.95 percent, also adjustable on semi-annual basis.

Terms of Financing

The following terms for financing the debt portion of the Project Cost have been
agreed and locked between the Project Company and the lenders through the
execution of the financing term shects:

Sr. | Cost Head USD in ‘000
No. L ' 5
1 | Total Project Value 127,693
2 | Total Value of Debt @ 75% of total project Value 95,769
6-month LIBOR 6- month KIBOR
3 | Base Rate 0.48% 13.38%
4 | Spread 4.60% 2.95%
5 | Debt Markup ' 5.08% 16.33%
6 | Loan Tenure (door-to-door) 12 years
7 | Grace Period ' 24 months
8 | Re-Payment Schedule Semi-Annual

* - reasons for requesting 6-month KIBOR . LIBOR are provided below.

As per the Wind Tanff Guidelines 2006, if a wind power developer is able to obtain
financing at a cost lower than KIBOR plus 300 basis points, the benefits from the
reducuon in debt scrvi;ing costs arc 10 be shared on a 60:40 ratio between the Power
Purchaser and the wind power developer. It is therefore submitted that NEPRA

allows the Project Company to cliim the benefits due to the Project Company in
accordance with the aforementioned ruidelines.

- Break-up of the financial charges 1 be borne by the Project Company has already

been detailed in Secuon(Fman :af Charges). The same have been calculated based

on the rates agreed under the exec ited financing term sheet — details of which are

provided below:
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FACILOTY AVAILABILITY FEES ¥, - gospiigiesd il v o7 B
o T Foreign’ Local Details J
N Financing Financing
ARRANGEMBNTFEE 1 1.40% 1.40% one-time fee
PII'OJECF EVALUI\TION 0.10% 0.15% Payable on the undrawn
FEE v per annum balance of the debt
L/C COMMISSION Nil 0.15% Payable quarterly in
' Ea : : . per annum advance on outstanding
T AT L/C exposure
FACILITY ADMINISTRATION FEES (UPTOCOD) = 00 - . e
AGENCYFEE~ -, . " per annum PKR 2.5 nullion
PROJECT MONITORING FEE . per annum PKR 1.25 mullion
SECURITY TRUSTEE FEE ;- per annum PKR 0.75 muillion
FACILITY ADMINISTRATION FEES (AFTER COD) « "5, i o
AGENCYFEE.: .+ = - %o per annum PKR 1.5 mullion
SECURITY TRUSTEE FL:E per annum PKR 0.75 mullion

6.6.2

Furthermore, the Project Company, under the terms of the executed financing term
sheet, is required to bear the expenscs of the Lenders’ advisors. These include costs
associated with the Lenders”

0 Shariah advisor;
(11) legal advisers;

(1) technical advisers;
(v) insurance advisers;

) audt;
(vi)  tax advisers; and

(vii)  any other advisors deemed ncvessary by the Lenders.

Reasons for Requesting 6-Month KIBOR / LIBOR

The revenues of a Wind IPP are .cpendent on monthly energy produced. Such
monthly energy produced is dependent on the monthly wind speed which in turn is
subject to seasonal variations ie. hirh revenues during high wind months and low
revenue during low wind months. The debt servicing capability (including
requirements for maintaining various debt reserve accounts) of the Project 15 severally
hampered due to this seasonal variition in revenue generation capabilities of the
Project. To harmonize the Project Conpany cash flows, the Project Company submits
that 'NEPRA allows the Project to nse 6-month KIBOR / LIBOR as this would
provide an opportunity for the Projcct to rationalize the monthly cash flows of the

Project and to build up sufficient reserves for meeting the debt servicing requirements
of the Project.

161 50
¢b 1



FOUNDATION WIND ENERGY — I (PRIVATE) LIMITED
(FORMERLY GREEN POWER (PRIVATE) LIMITED) TARIFFPETITION

7.

OPERATION COST

71

7.2

UNDERSTANDING & BENCHMARKS

O&M expenses are one of the major unknowns for wind power developers ip
Pakistan. Till date no wind powcr project has achieved COD in Pakistan. It 1s
important to note that O&M costs for wind power projects are not as low as
perceived by many in Pakistan. Today's modern wind turbines are built from over
8,000 different components. Furthcrinore, unexpected components failure, especially
electronic controls, generators, rotor blades etc. have, over the years, driven up
operations and maintenance costs. This 1s even more critical in Pakistan where the
high wind seasons 1s accompanied by high temperature months and the WTGs have
to work at almost full capacity in this extreme weather.

To substantiate the above data; the litest research report on O&M costs "The Wind
Energy Operations & Maintenance Report 2011" states that true Q&M costs of the
wind industry are clouded in the woild due to the fact that the majority of currently
installed wind power capacity is onl now coming out of warranty. No manufacturer 1s
willing to share its actual O&M cost- in the warranty periods. To give an idea to the
Authority as per the report 79 puicent of the turbines in the world were under
warranty up till June 2009. Therefore, it is difficult to get the real O&M costs for wind
industry. The .report also suggests that real-time O&M costs are far higher than
originally projected in US - which is now one of the largest wind power markets. The

report also indicates un-predicted component failure of WTGs as one of the key
issues which escalates the O&NM cost:.

According to the research in the report, O&M costs are, on an annual basis, around 3
percent of the total project cost as opposed to the initial estimate of one percent.

In the last 5 years large wind turbimes are being developed with lower cut-in wind
speed in order to increase their power production and to drve down the cost of
electricity. This trend in wind turbine size escalation has come with increased
uncertainty regarding O&M actviiies. The fact that O&M costs for wind power
projects tend to increase overtime hu- also been supported by finding recently released

by the European Wind Energy Association in their report tited: The Economics of Wind
Eneryy.

IQ view of the. foregoing, the O&N! costs suggested in the Petition are clearly well
within international benchmarks. It 15 the humble request of the petitioner that the

O&M costs presented below may kindly be allowed by NEPRA in order to ensure
smooth, efficient, and effective opef:nion of the Project.

- BREAKUP OF OPERATING COST

Thc_: operatons cost ot the Project Company comprises of the operations and
maintenance cost and the cost of the operational insurances to be taken out by the
Project Company. Break-up of the sume is provided hereunder:
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USD IN THOUSANDS (PER ANNUM)

YEARS 1-2 3-5 | 6-10 11-20
O&M COS(:(OIESQURCED):: 24 P hi 1,200 2,513 | 2,780 2,780
IR f ey AL ¥ 50 50 50 50
P& ¢ ATIRL N , ] 300 300 328 2?())
;’ Bﬁl AGITG k(;gEEB % - - 30 30
[T ST o 160 160 160 160
LENDERYREEAT STSSHEEEE 75 75 - -
TR RAN G S B L 1,103 1,103 1,103 1,103
[ TOTAL OPERATING CoSTRor iR | 2018|4231 4498 4383

7.2.1. O&M Cost (out-‘soﬁrccd)

~ The Project Company has entered into legally binding O&M Contracts with
consortium of Nordex and Descon for a period of ten years after COD. The O&M

arrangement has been structured through execution of three separate contracts
covering:

(i) Years 1 -2 (pnrf of the EP():
()  Years 3 -5 (Initial O&M Contract); and
(W) Years 6-10 (Extended O&\I Contract).

The O&M costs to be paid to the O&M Contractor comprises of costs to be incurred
in Euro and USD. Break-up of the sume is provided hereunder (costs in Euro’s have
been converted at the exchange rate of UDS 1.38 per Euro):

USD IN THOUSANDS (PER ANNUM) | REQUESTED INDEXATIONS

YEARS - EURrO UsSD EQUIVALENT
| USD
- 1,201 . 1,200 | USD plus US CPI
8555 | 1,332.8 25133 |(1) USD plus US CPI

(2) Euro Area Harmonized

‘ Index of Consumer Prices
1,250.3 1,055, 2,780.5 {(1) USD plus US CPI

| (2) Euro Area Harmonized
Index of Consumer Prices
1,250.3 1,055 2,780.5 { (1) USD plus US CPI

(2) Euro Area Harmonized

Index of Consumer Prices

All of the O&M outsourced costs arc 10 be incurred in foreign currency and should be
assumed as Fi.f:t:d O&NM (Foreign) to le further sub-divided into Fixed O&M (Foreign
~ USD) and Fixed O&NM (Foreign — 'uro) for the purpose of indexations.

The major variation in the O&M Outsourced Costs during the iniual two year period
and thereafter is due to.the O&M buing carried out by the EPC Contractor as part of
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7.2.2

7.2.3.

its warranty obligations. From the third year onwards the O&M of the Project will be
carried out by the O&NM Contractor :nd the marginal increment from year 6 onwards
reflects the contractors expectation of additional wear and tear Qf the parts fige to the
operations of the turbines and BOP cquipment under extreme climatic conditons.

External O¢rM services have be procured by the Project for 10 years in order to ﬁc{/ill the lenders
requirement to have experienced Q7N Contractors performing OCM services during the debt
repayment period.

The prices provided above are bascd on the price agreed with the EPC Contractor fmd
the O&M Contractor for performunce of O&M services for the iniual 10-year pengd.
The prices agreed include the costs associated with scheduled maintenance, routine
maintenance, services required for unscheduled maintenance and any spare parts and
consurnables required for carrying out the scheduled and routine maintenance.

Upon completion of the 10 year O&M period during which the O&M Contractor will
be responsible for carryving out the O&M acuviues, the Project Company will carryout
a cost and benefit analvsis of carryiny out the O&M themselves or again cutsourcing
the work to the O&N! contractor. Tl:e decision to-either carry out the O&M function
in-house or through an external source will depend on a number of factors including
(1) level of development of the locil wind industry, (i) availability of critical spare
parts in the secondary market, (ilf) presence of skilled manpower in the local market,
presence of large cranes able to litt heavy components at heights of over 80 meters
and above, etc. The Project Company opumustically estimates the cost of carrylng out
or out-sourcing the entire O&M function of the project to cost the same as for the
period from year 6 to year 10. This esumate is based on the fact that the entire
equipment of the plant including the WTG’s, electrical and civil works would require
considerably higher costs to maintain than during the inital 10 years and any saving
from carrying out the O&M in-house (as compared to using an outsourced service)
would compensate for the additional costs envisaged during the later life of the plant.

The cost has been determined kegping in riew the requirement of the Project to undergo replacement of
major components, as the plants and infrustructure gets older. This would be necessary keeping in
view the location of the wind farm (in the vicnity of the Arabian Sea) resulting in higher than
.normal levels of wear. and tear due to moisture, corrosion, inundation during bigh tides and elevated

levels of underground water content which also rises during high tides submerging majority of the wind
Jarm Site.

Fixed Assets

The Fixed Asset cost includes cost issociated with vehicles required at Site; tools and
inspection equipment for inspecticn of the energy equipment; and furniture and
fixtures required for the offices to e maintained at Site, Karachi and Rawalpindi.

Payroll and Allied Expenses

This includes the costs related to salaries and benefits of all staff (admunistrative and

operational) ‘employed by the Project Company at the Site, Karachi and the Head
Office. '
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7.2.4.

7.2.5.

7.2.6.

7.2.7.

7.3

Vehicle Fuel And Maintenance

This component includes costs associated with running and maintenance of vchicl§s at
Karachi and Site office of the Project Company. The vehicles would include vehicles
required by .the security personne’ for securing the site; ve}?iclcs requ"u'ed for
supervision and coordination of O&M activities, and vehicles required for
administration activities.

The vehicles purchased during the construction period shall be used for the ﬁr.st 10
'vears operation. Upon commencement of the 10" year, the old vehicles will be
replaced and the Project. Companv will procure new vehicles thereby enabling 1t to
maintain the same level of fuel and maintenance costs for the remainder of the
operations period.

Land Lease Cost Payable AEDB

The lease rentals payable to AEDB tor the first 10 years have, in accordance with the
requirements laid forth by AEDB, paid in advance. These form part of the Total
Project Cost mentioned in ,Sectionnbovc. In case the lease rentals that have been
paid in advance (as explained in the preceding sentence) are excluded from the Total
Project Cost by NEPRA while determuning the tariff, it is prayed that the same be
amortized during the first 10 years »f operation in order to ensure that the cost is
reimbursed to the Project Company.

Furthermore, at the commencement of the 11" vear of operation, the Project will be
required to pay (to AEDB) lease rentals for the remaining term of the Project (i.e. 10
years) in advance. The cost set out against this head is to cater for the cost of the lease
rentals that will need to be paid to \IZDB by the Project for the remaining term. It is
perunent to mention that even though the Project will be required to pay the cost for
the entire 10 year period in'advance. the Project Company has accepted that the same

will be settled by the Power Purchascr on through monthly energy payments over the
10 vear period.

Lender Related Costs .

Under the financing arrangements the Project Company is required to pay the lenders
various fees for monitoring and coordinating activities including Agency Fee,
Monitoring Fee and Security Trustce Fee which are in line with common market
practices. Further, due to the involvement of foreign lenders, an annual technical
review of the Project’s operations 1~ mandatory, the cost of which has also been

included under this head. All these costs are verifiable from the term sheet signed with
the lenders.

Other Administrative Costs

This porton of the O&M Cost includes costs associated with rents, utilities, traveling,
entertainment, audit, legal and financial consultants, technical consultation, generation
license fees, and other allied expenscs of running the offices during operatioris.

INSURANCE DURING Q&M

The Insurance Cost consists of the insurances required under the Implementation
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Agreement and the Energy Purchase Agreement coupled with those customarily
required for project financing transactions, including all-risk insurance/reinsura‘n.ce,
business interruption insurance, and machinery break-down, natural calarruges,
sabotage and terrorism. As these nisks are an impediment to the smooth and efficient
running of the day-to-day affairs of the Project, it is critical that all risks associated
with the Project are adequately addressed and all insurable events are catered for in a
foolproof manner. Keeping in view the generally adopted global trends and the
magnitude of the Project, a comprchensive operational insurance and reinsurance
arrangement is also fundamental to ensure bankability of the Project.

During the operations phase, the P'roject Company intends to acquire insurance from
one of the leading insurance companies in the country. As it is standard practice for
local insurers to only retain 5% of the risk and acquire reinsurance for the remaining
195% through foreign re-insurer, it ix prayed to NEPRA that the insurance costs for
the operations phase be allowed in 1'S Dollars (as has been done in case of all other
power projects). The requirement to have the operational phase insurance cost
denominated in US Dollars is further supported by the fact that the lenders financing
the Project will inevitably require the Project to be insured on replacement cost basis;
since a major chunk of the Total Project Cost is already denomunated in US Dollars,
the replacement cost basis insurance would also need to be taken out in US Dollars. It
is pertinent to highlight, that any replacement costs incurred as a consequence of the
occurrence of an insurable event will also be incurred in US Dollars.

The Project Company, in view of the practices set by the other IPP's in Pakistan and
in accordance with the requirements set out by the Lenders, proposes to procure the
following insurance during the operaitional phase of the Project:

N , : . . . .
Property Damage and Comprehensive Machinery Insurance (including Business
Interruption insurance);

¢ Third Party Liability;

¢ Terrorism insurance;

*  Group Personal Accident Insurance; and
*  Motor Comprehensive Insurance

The insurance cost bas been-estimated at 1% of the EPC Cost and any increases therefrom up to
1.35% of the EPC Cost shall be charged by the Project Company at actwal and will be recoverable as
the insurance cost component of the Referenc: Generation Tariff

The insurance cost (for the operutions phase) set out in the peution does not,
‘however, covers ‘the administrative: surcharge, Federal Excise Duty and Federal
Insurance Fee, that might be applicable on the insurance cost, the same should be
treated as a pass-through item under the tariff determination.
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8. REFERENCE GENERATION TARIFF & DEBT SCHEDULE

81 TARIFF CONTROL PERIOD

As the Project is 75 % debt funded with loan tenure of 10 years for repayment, this means
that there will be higher debt service cost requirements in the first 10 years of the Project. In
the last 10 years of the Project, the taruf will be decreased due to no debt service related
costs.

The proposed tanff is for the life of the Project Le. length of the EPA, signed with the
Power Purchaser, which is 20 years from COD. The tanff is divided into four (04) bands ie.
vear 1 - 2, year 3 — 5, vear 6 — 10 and year 11 — 20 to cover the vanatons due to debt
repayment pedod, warranty period Ol and post-warranty penod O&M.

8.2 SUMMARY OF REFERENCE GENERATION TARIFF

A summarnzed Reference Generation Tariff table setting out the four bands 1s
provided below (in Rs. / kWh):

_ YEARS | 1-2 3-5 6-10 11-20
LocaL 0.4091 0.4091 0.4091 0.3326

FIXED —
O&M FOREIGN usD . 0.7981 0.8865 0.7017 0.7017
: : Euro - 0.7852 1.1476 1.1476
ROE (INCLUDING WHT ON ROE) 4.0788 4.0788 4.0788 4.0788
DEBT SERVICING 9.8472 9.8472 9.8472 -
INSURANCE 0.7335 0.7335 0.7335 0.7335
TOTAL 15.8667 | 16.7403 | 16.9179 6.9942
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REFERENCE GENERATION TARIFF

8.3
A A w,_‘,,,w &Mﬁm%@ ‘ A u: m«-«:;:g‘:h ;;:‘&;}q@:‘% “"’%f’]x)ebr' o ;&ﬂ{ﬁ ﬁéi?ébf@om,?«
: | ~:‘“ 1 Eﬁ% -’»‘n_; .gt

N e e e R oo ) Ay |t o ot §R o < TARERNIS | Tror s o 3
¥ 07981 - 0.4091 0.7335 3.7729 0.3059 0.9483 3.4301 3.3535 2.1152 15.8667 1814068
0.7981 - 0.4091 0.7335 3.7729 0.3059 1.1095 3.2689 3.5260 19427 15.8667 18.4068
0.8865 0.7852 0.4091 0.7335 3.7729 0.3059 1.2981 3.0804 3.7074 1.7613 16.7403 19.4203
0.8865 0.7852 0.4091 0.7335 3.7729 0.3059 15187 2.8597 3.8982 1.5706 16.7403 19.4203
0.8865 0.7852 0.4091 0.7335 3.7729 0.3059 1.7769 2.6016 4.0987 13700 16.7403 19.4203
i 0.7017 1.1476 0.4091 0.7335 3.7729 0.3059 2.0789 2.2996 4.3096 1.1592 16.9179 19.6263
1 07017 1.1476 0.4091 07335 37729 0.3059 2.4322 1.9462 45313 09374 16.9179 19.6263
2 %1 07017 1.1476 0.4091 0.7335 3.7729 0.3059 2.8456 1.5328 4.7644 0.7043 16.9179 19.6263
H 07017 1.1476 0.4091 0.7335 3.7729 0.3059 3.3293 1.0492 5.0095 0.4592 16.9179 19.6263
ﬂ 07017 11476 04091 | 07335 3.7729 03059 | 38952 04833 530672 n2n1s 169179 10 6743
e | vTult L1470 u.3320 0.7333 3772y U.3U39 - N 6.9942 81139
& 07017 1.1476 0.3326 0.7335 3.7729 0.3059 - - - 6.9942 8.1139
0.7017 1.1476 0.3326 0.7335 3.7729 0.3059 - - 6.9942 8.1139
; 7 07017 1.1476 _ 03326 07335 3.7729 0.3059 - - 6.9942 8.1139
3 ] 0 7017 1.1476 03326 0.7335 3.7729 0.3059 6.9942 8.1139
~ > 0.7017 1.1476 0.3326 0.7335 3.7729 0.3059 - - 6.9942 8.1139
~ 0.7017 1.1476 03326 0.7335 3.7729 0.3059 - 6.9942 8.1139

Y| 0.7017 1.1476 0.3326 0.7335 3.7729 0.3059 - - -
Pt #' 07017 1.1476 0.3326 0.7335 3.7729 0.3059 - : Zzzﬁ :.: :j:

{07017 1.1476 0.3326 0.7335 3.7729 0.3059 - - 29

Levehaed *| 0.7660 0.8262 0.3878 0.7335 3.7729 0.3059 1.3576 1.8025 2.9472 0.9998 1;‘::;; 1?11}9
. . . 1245
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8.4 DEBT REPAYMENT SCHEDULE

8.4.1 FOREIGN DEBT REPAYMENT SCHEDULE

iR

I Interest on
Principal - Total
Repayment Repa;rﬁent Outstanding Installment

eriod Lt Debt
’ (PKR) (PKR) (PKR)

I 214,582,198 | 139,790,252 354,372,450
2 220,032,586 [ 134,339,864 354,372,450
3 225,621,413 [ 128,751,037 354,372,450
4 231,352,197 f 123,020,253 354,372,450
5 237,228,543 |8 117,143,907 354,372,450
6 243,254,148 111,118,302 354,372,450
7 249,432,803 | 104,939,647 354,372,450
8 255,768,397 [ ¥8,604.054 354,372,450
9 262.264,914 92,107,536 354,372,450
10 268.926,443 $5,446,007 | 354,372,450
3 275,757,174 8 78,615,276 354,372,450
12 282,761,407 |3 71,611,044 354,372,450
13 289,943,546 04,428,904 354,372,450 |
14 297,308,112 {8 57,064,338 354,372,450
s 304,859,738 19,512,712 354,372,450 |
16 312,603,176 | 11,769,274 354,372,450
17 320,543,297 (ANNEEENENN ;3,829,154 354,372,450 |
18 328,685,096 . SNNREOSENN 5 637,354 354,372,450
19 337,033.698 [ 17,338,753 354,372,450 |
20 345,594,354 8.778.097 | 354,372,450 |



FOUNDATION WIND ENERGY — |1 (PRIVATE) LIITED

(FORMERLY GREEN POWER (PRIVATE) LIMITED)

TARIFFPETITION

8.4.2 LOCAL DEBT REPAYMENT SCHEDULE

. Interest on
Repayment RPnnCIpalt Outstanding InstTa(::z:ent
Period e(p;‘{g)e" s Debt PKR)
(PKR)

| 59,042,134 {8 224,682,561 283,724,695 |
2 63,862,924 219,861,771 283,724,695
3 69,077,332 8 214,647,363 283,724,695
4 74,717,496 209,007,199 283,724,695
5 80,818,180 ¥ 202,906,515 283,724,695
6 87,416,984 | 196,307,711 283,724,695
7 94,554,581 [ 189,170,114 283,724,695
8 102,274,962 il 181,449,733 283,724,695
9 110,625,713 § 173,098,982 283,724,695
10 119.658.302 164,066,393 283,724,695
] 129.428,403 i 154,296,292 283,724,695
12 139,996,232 K8 113,728,463 | 283,724,695
13 151,426,924 | 132,297,771 283,724,695
14 163,790,932 K 119.933,762 283,724,695
15 177,164,462 9N 106,560,233 | | 283,724,695
16 191,629,940 | 42,094,754 283,724,695
17 207,276,525 (SRS 76,448,170 | 283,724,695
8 224,200,655 RS 39,524,042 283,724,695
19 242,506,637 (SRENENNN 1218058 283,724,695
20 262,307,304 [ERNRATE 21,417,391 | 283,724,695 I

8.5 CORRECTION FACTOR

The method for tariff calculation employed by NEPRA is based on the assumption
that the energy produced on a monthly basis is the average of the annual energy

production figure (i.e. annual eneryy production / 12) and therefore, the Project is
expected to receive harmonized cash tflows throughout the year.

However, the energy produced by the Project for a given month 1s directly dependent
on the wind speed for that month, which varies significantly from one month to the
next and thus results in erratic Projec’ cash flows.

The total Project Cost is to be funded on a 75:25 Debt: Equity basis and variation in
monthly wind speed will result in un un-even behavior of the cash flows — thus
hampering "the debt servicing capability of the Project Company. Therefore, the
Project Company requests NEPRA 10 allow a correction factor to be applied to the
monthly energy production figure (1 be used for calculation of the Monthly Energy
Payment (as defined under the EP.\') (the Correction Factor) that is similar to the

treatment provided in Schedule 10 +f the standard Power Purchase Agreements for
thermal power producers: '

G0
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The Correction Factor formula proposed to be applied for calculation of Monthly
Energy (to be used for determining the Monthly Energy Payment) 1s set out below:

(Sum of Monthly Benchmark Energy fora year)
12

Monthly Benchmark Energy for the relevant month

Correction Factor =

The Correction Factor being requested will not impact the total annual revenues of the
Project Company and will only provide means of self-sustenance to the Project.

07l
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' ' ENT
9. INDEXATIONS, ESCALATIONS AND COST AD]USTM
9.1 INDEXATIONS
NEPRA is requested to allow indexation for the various Reference Generation Tariff
components in the following manncr.
911 Fixed O&M (Local) Cost Component
The Reference Fixed O&NM (Local’ (_ost Component shall be quarterly indexed to the
WPI of manufacturing in Pakistan, as notified by the Federal Bureau of Statistics
based on the following formula:
FO&M, py = Relevant Reference Generation Tariff Component "‘]
I(WPI(RW) / A PI(R:Q)]
Where: ,
FO&M, ey = the revised Fixed O&M (Local) Cost
Componedt applicable for the relevant quarter
WPy, = the revised WP of manufacturing 1n Pakistan for the
montl prior to the month in which indexation is
applicable, as notified by the Federal Bureau of
Stausncs.
WP ‘ = the WPT of manufacturing in Pakistan for the month
in which tariff 1s determined, as notified by the Federal
Bureui of Statstics.
9.1.2

Fixed O&M (Foreign - USD) Cost Component

The Reference Foreign Fixed Q&> (Foreign - USD) Cost Component shall be
quarterly indexed to both:

(a) the USD/PKR exchange raic, based on the revised TT & OD selling rate of
USD notified by the National Bank of Pakistan; and

(b) the US CPI (for all Urban-consumers), issued by the US Bureau of Labor
Statistics .

The applicable formula shall be as follows:

EO&M(FUSD_ Ry = Relevant Reference Generation Tariff Component "i
((US CPLg,,/ US CPly ) * (FX USD g, /86.2)
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Where: '
FO&M, . ey = the revised Foreign O&M (Foreign ~ USD) Cost

Comyponent, applicable for the relevant quarter

US CPly, = the revised US CPI (for all Urban—chsuTners) ff)r thF
month prior to the month in which indexation 1s
applicable, issued by US Bureau of Labor Staustics.

US CPl gy .= the US CPI (for all Urban-consumers) for the month
in which tariff is determined, as issued by US
Burcau of Labor Staustics.

FN USDg, = the revised TT & OD selling rate of PKR/USD as on
the (Lite on which indexation 1s applicable, as
notiticd by the National Bank of Pakistan.

9.1.3 . Fixed O&M (Foreign — Euro) Cost Component

The Reference Fixed O&M (Forcimn — Euro) Cost Component shall be quarterly
indexed to both:

(c) the Euro/PKR exchange riic, based on the revised TT & OD selling rate of
Euro notified by the Nationu| Bank of Pakistan; and

(d) the Euro Area Harmonized Index of Consumer Prices, 1ssued by Eurostat.

The applicable formula shall be as tollows:

EO&Mngm- gwq = Relevant Refcrence Generation Tariff Component "1
(EHICPL; ,/ EIICPI, ) * (FX EURO,_, /118.96)

Where:
FO&M i ke = the revised Fixed O&M (Foreign — Euro) Cost
- Comionent, applicable for the relevant quarter
EHICPI,, = the revised Euro Area Harmonized Index of Consumer

Pricc for the month prior to the month in which
index:tion is applicable, issued by Eurostat.

the I'uro Area Harmonized Index of Consumer Prices
for tl.e month in which tariff is determined, as issued
by Eurostat.

EHICPI g, =

FX Eurog,,, = the revised TT & OD selling rate of PKR/Euro as on
the date on which indexation is applicable, as
notificd by the National Bank of Pakistan.

-~ 62
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9.14

Insurance Cost

The Refereﬁce Insﬁrance Cost Component shall be quarterly indexed to USD/PKR
exchange rate, based on the revised TT & OD selling rate of USD noufied by the
National Bank of Pakistan.

Furthermore, the Reference Insurance Cost Component has been calculated on the
basis of insurance premium of US3 1.102 million (1% of the EPC Price) per annum,
which is subject to a maximum cap of 1.35% of the EPC Pnce per annum on the
production of actual insurance premium. This adjustment of Insurance Cost
Component of the Reference Generation Tariff for increased insurance premium shall
only be appliéable if the actual insurance premium for any year is more than US$ 1.102
million (1% of the EPC Price) and +hall be applied for by the Project Company along
with the quarterly indexations and shall be applicable for the next year.

(a) Indexation Formula

The indexation of the Insurance Cost Component shall be based on the
following formula:

[Insurance , = Relevant Reference Generation Tariff Component
L(FX USDyg,, / 86.2)

Where:

Insurancep,,, =  the revizid Insurance Cost Component applicable for the
relevant cuarter

FX'USDy,,, = the revi<cd TT & OD selling rate of PIKR/USD as on the

date on which indexation is applicable, as notified by the
National Bank of Pakistan.

(b) Adjustment Formula

The adjustment of the Insurance Cost Component for increase in insurance
premium shall be based on the following formula:

Insurance,, = Relevant Reference Generation Tariff Component ¥

Where:
Insurance(,;) = ile revised Insurance Cost Component applicable
I-ir the relevant year
P = -Actual Insurance Premium or 1.35% of the

eoon~y {
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9.1.5

EPC Price whichever is lower

= Reference Insurance Premium of US$ 1.102
" million (1% of the EPC Price)

P (Ref)

Return On Equity

In line with NEPRA’s previous determinations for thermal IPPs and the Wind IPPs,
the ROE Component of the Refercnce Generation Tariff shall be quarterly indexed to
the USD/PKR exchange rate, based on the revised TT & OD selling rate of USD
notified by the Natonal Bank of Pakistan.

The applicable formula shall be as tollows:

lRO.Eﬂlﬂd = Relevant Reference Generation Tariff Componcrﬁ
: KFX USD[R:V) /862)|
Where:
ROE 4 = the revised ROE component applicable for the
relevant quarter
FX USD ey : the revised TT & OD selling rate of P_KR/USD as on

the date on which indexation is applicable, as notified
by the Nauonal Bank of Pakistan.

Withholding Tax on Dividend
The Reference Withholding Tax Component shall be quarterly indexed to USD/PKR

exchange rate, based on the reviscd TT & OD selling rate of USD notified by the
National Bank of Pakistan.

The applicable formula shall be as follows:

MHT(R", = Relevant Reference Generation Tariff Component * (FX USD ;.. /|

Where:
WHT g, = the revised Withholding Tax Component applicable for the
relevant quarter
FX USD,

®ey™ - therevised 11 & OD selling rate of PKR/USD as on the
date on which indexation is applicable, as notified by
the National Bank of Pakistan.
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9.1.7 Principal Component (Foreign)

9.1.8

The Reference Principal Component (Foreign) shall be semi-annually indexed to
USD/PKR exchange rate, based on the revised TT & OD selling rate of USD notified
by the National Bank of Pakistan.

The applicable formula shall be as follows:

IFRIN@M = Relevant Reference Generation Tariff Component * (FX USD(RWJ

Where:
PRIYN(,_R"'.’, = the revised ’rincipal Component (Foreign) applicable for the
relevant semi-annual period
FXUSDg.= = therevised I'I' & OD selling rate of PKR/USD as cn the

date on which indexauion 1s applicable, as notifted by
~ the National Bank of Pakistan.

Interest Charges (Local)

The Interest Charges (Local) part of the Reference Debt Service Component shall be
semi-annually adjusted for variations in interest rate as a result of vanmation in 6
months KIBOR. The rationale for such semi-annual indexation is submitted in

Section|6.6.2|[Reasons for Requesting 6-Month KIBOR / LIBOR] of the Tariff
Pettion.

The Interest Charges (Local) of the IDebt Service Component shall be indexed based
on the following formula:

[lmm = Relevant Generation Tariff Component * (KIBOR ;... + 2.95%) /J

(KIBOR ., + 2.95%)|
Where:
ey = the revised Interest Charge component applicable for the
relevant semi-annual period
Kibor,, = the revised ( month KIBOR rate at the end of each
6 months period.
Kibory, = 6 month KIBOR rate prevailing on the date of tariff

determination /13.38%%)
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9.19 Interest Charges (Foreign)

The Interest Charges (Foreign) part of the Reference Debt Service Component shall
be semi-annually adjusted for vamations 1n interest rate as 2 result of variation in 6
months LIBOR & foreign exchange fluctuations in the PKR / USD exchange rate.
The rationale for such semi-annual indexation i1s submutted in Secdon[(;.G.%JBgasorls_J

for Requesting 6-Month KIBOR / LIBOR} of the Tariff Petiion.

9.2

9.2.1

The Interest Charges (Foreign) of the Debt Service Component shall be indexed based
on the following formula:

{mn = Relevﬁnt Generation Tariff Component * (LIBOR., + 4.6%) _/]
(LIBOR 4 + 4.6%)* (FX USD 4., /86.2)|

Where:
Lty ' = the revised Interest Charge component applicable for the
relevant senu-annual period
Liborg,, = the revised ¢ month LIBOR rate at the end of each
6 months pcriod.
Libory,, = 6 month LIBOR rate prevailing on the date of tariff
© detérmunaton (0.48%)
FX USDg,,= the revised 'I']’ & OD selling rate of PKR/USD as on the

date on which indexation is applicable, as notfied by
the Nauonal Bank of Pakistan.

ADJUSTMENTS AT COD

NEPRA is requested to allow the adjustments to the Reference Generation Tariff at
the ime of true up at COD.

Adjustments To Project Cost

It is submitted that the Project Cost be adjusted at COD for the following based on

the assumptions detailed in Section(Projerf Cost & Tarif]) and the adjustment to the

Project Cost to be reflected in the rclevant tariff components (Return on Equity and
Debt Servicing):

(a) The Principal repayment and cost of debt be adjusted at COD as per the actual
borrowing composition;
(b) Interest during Construction be adjusted as per actual based on actual

disbursement of loans and prevailing KIBOR / LIBOR rates during the
project construction period,
7
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9.2.2

() The specific items of Project Cost to be incurred in foreign currency (US$ or
Euro) be adjusted at COD based on the PKR / US$ or PKR / Euro exchange
rate prevailing on the date the transaction was carried out;

(d) Customs duty and other taxes be adjusted as per actual;

(e) Impact of Sindh Sales Tax on Services Act 2011, Sindh Infrastructure
Development Surcharge, and Federal Excise Duty be allowed as a pass-
through;

) Return on Equity be adjustcd at COD in accordance with the GOP Policy for
Development of Renewable Energy for Power Generation 2006 1n order to
ensure an IRR based return of 17% on equity (while treating the project as a
Build-Own-Operate type project).

Adjustment To Working Capital Fucility for the Project

A Working Capital facility of PKR £9.80 mullion has been estimated for the Project,
which does not include the impact of PKR / USD, PKR / Euro and variations in
KIBOR / LIBOR. The actual amount of working capital required by the Project can
only be assessed once COD has been achieved. For this reason, it is humbly prayed
that NEPRA allow the Project Company to claim One-Time Adjustment to the extent
of working capital required by the Project at the time of achievernent of COD.
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10.

CONSIDERATIONS WITH RESPECT TO EPA

10.1

ENERGY PRODUCTION

Before progressing into the basis of the energy production esumate used by the
project company for its tariff, it is switable that a brief explanation into the met.hod of
calculating the energy production be provided so that a holistic view can be given to
the Authonty:

- Probability of Exeedence -
o P50 - 50% probability encrgy production will be below this level;
0 P75 - 25% probability energy production will be below this level (Lowest
Bankable Estimate);
o P90 — 10% probability encryy production will be below this level (Bankable
Estimate);

- Energy Estimates based on annnal .iorage wind speed data

o The internationally accepted principle for determining the energy production
estimate for a wind power project utilizes the annual average wind speed data
comprising of a minimum data set of five (5) years (annual average wind speed
is calculated based on 10-minute average wind speeds averaged over the enure
vear);

o The mult-year data set cnubles software programs (such as WindPro) to
identify a pattern / trend in wind characteristics (compnsing of, to name a
few, wind distnbution, frujuency, direction, etc.), correlate them with long
~term wind data available through sources such as Nauonal Center for
Environmental Prediction (NCAR) and develop a best esumate forecast over
the life of the wind power project;

o In order to increase accuricy (rather reduce inaccuracies), its is standard
practice to develop wind cnergy estimates on an annual basis as this allows a
sufficiently large wind speed data set to be developed (comprising of both
very high and very low wind speeds) thereby ensuring a level of normalization
in the results as 1t (1) reduces the impact of outliers; and (2) provides a larger
sample which ensures a higher frequency of regularly encountered wind
speeds.

10.1.1 Issue affecting all Wind IPPs in Puakistan

It 1s pertinent to highlight that while the GOP has taken a huge step for inducing
investment in the wind power sector by taking on wind speed nsk on its own, wind
speed is only ONE of the factors affecting the energy production capabilities of
a wind farm. Other factors such as wind distribution, frequency coupled with wind
direcuon can have a significant impact on the energy production of a wind farm.
While a long term forecast is developed by all technical consultants for their projects,
these forecasts are over shadowed by a number of uncertainties which include those
related to wind distribution accuricy, terrain data resolution and accuracy, wind flow
model accuracy, array loss modeling und power curve uncertainty, etc.

The wind regime being followed in Pakistan is based on average benchmark wind

‘speeds determined on monthly basis by AEDB. While the wind speed risk below the

benchmark wind speed has been taken by the Government of Pakistan, other
characteristics such as wind distribution, frequency and direction have not been
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covered under the wind risk coverage being offered to wind IPPs. The pnn}cq.)le'of
_ averages dictates that the same average value can be arrived at using totally dissimilar

data sets, example provided below:

10-minute Data Set Set 1 Set 2
First 4 0
Second 5 3
Third 4 5
Fourth 3 8
Four period 4 4
Average

While the average wind speed over both data sets (Set 1 and Set 2) comes to 4 m/s,
the energy production estimates for the two will be very different due to the nature of
the power curve which is not linear.

10.1.2 Issues affecting Wi,',‘d IPPs being developed in Ghato

Further, as opposed to wind farm sites located at Jhimpir where annual benchmark
wind speeds (guaranteed by the GOP) of 7.3 m/s (per annum) are much lower than
the actual wind speeds encountered at these sites (measured at approximately 7.8 m/s
(per annum)), the P50 values detcrmined by RISOE (AEDB’s technical consultant)
based on benchmark wind speed of 7.3 m/s for projects in Jhimpir coincide with the
energy production estimates determined by the project’s own technical consultant
based on actual wind speeds at'a probability of exceedence of P75.

While the lenders technical advisor considers the benchmark wind speed as a safety
net which ensures that debt servicing can be continued in the improbable scenario of
wind speeds being below the benchmark level, it is critical to point out that the lenders
do not base their decisions of proceeding with. financing projects based on P50
figures, the technical advisors appoinied by the lenders always consider the actual wind
speed to be more representative of the ability of these projects to service debt (with as
described above the lower end being restricted to levels guaranteed by the government
L.e. the benchmark wind speed).

Since the P75 energy yield figure (based on actual wind speed) was close to the P50
energy yield figure (based on benchmark wind speed) for Jhimpir sites, the P50 figure
approved by RISOE could easily be accepted by projects being developed in the

- Jhimpir region. It has, however, becn noted that the benchmark wind speeds at Gharo
are almost identical or in some cascs above the actual wind speeds encountered at
Gharo. Therefore, in order to ensure bankability of the projects being set up in Gharo
and in light of the convention followed by lenders of such projects, the P75 enetgy
figure based on the benchmark wind speed at Gharo should be allowed for
determination of tariff for projects being developed in this region. This P75 estimate
does not consider wind speed as an uncertainty as explained above.
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10.2

10.3

The combined impact of the issues highlighted above results.in the projects b'qgving fo use lozflcr energy
yield figure for the purpose of tariff determination as (1) the uncertainties u&kmnt_ly qr;qqqtfd with
wind resource modeling on monthly basis i.e. in wind distribution aecsiracy, terrain data rfe;?lx(hon and
accuracy, wind flow model accuracy, array loss modeling and powwr éurve smcertainty are bigher dm'ta
a lower number of data points being considered int the data set (as opposed o wind resource modelmfg
on annual basis); (2) benchmark wind speeds being around 'tbg actwal wind speeds 'cr(muﬂfmd n
Gharo region; and (3) energy production over the benchmark will be available to the Power Purchaser
at 10% of tariff. .

BENCHMARK ENERGY AND COMPLEX MONTHLY POWER CURVE TABLES

The Benchmark Energy Table and Complex Monthly Power Curve table are used by
the Power Purchaser as a means of ¢stimating the performance of the Project. These
pro{'ide a benchmark for the energy to be produced by the Project at a given wind
speed. The payments to the Project (_ompany for the energy produced as well as the
coverage provided. to the Project against wind speed variability risk shall be based on
these tables and the same shall be attached as Schedule 1 Annex 2 of the EPA. The
said tables also form the basis of payment to the Project Company against Non-
Project Missed Volume (as defined under the EPA).

The Benchmark Energy Table and Complex Monthly Power Curve table are currently
under development by the Project Company technical consultants and will be
subsequently provided to NEPRA as soon as these are finalized. NEPRA is therefore
requested to approve the Benchmark Energy Table and Complex Monthly Power
Curve table in order for the same to be appended as Schedule 1 Annex 2 of the EPA.

-MONTHLY ENERGY PAYMENTS (BENCHMARK & BONUS)

As per RE Policy 2006, wind risk is guaranteed by the Government of Pakistan and the
tanff is based on the monthly benchinark energy table based on the monthly benchmark

wind speeds. Therefore, monthly payments shall be made for the benchmark energy
produced by the Project.

Further, the bonus payments are also applied on any energy produced over and above the
benchmark energy. The standard EPA approved by the GOP provides for payment of
bonus energy on monthly basis. There 1s no differentiation in the RE Policy between the
timing for payments for monthly benchmark energy and bonus payments. NTDC has in
recent negotiations shifted the bonus payments towards the end of the year on the
argument that "NEPRA's determination was silent on this issue”. It is most unfair for a
Project to be penalized for the shorifall energy (energy production below the monthly
benchmark energy) on a monthly basis, but not allowing the quid pro quo of the 10%
bonus payment also on monthly basis. The Petitioner therefore prays that NEPRA state
explicitly in the tariff determination that bonus energy payments should also be made on
monthly basis; if this is not agreed, then any shortfall energy payments should also be
deferred for payment at the end of a vear, It is proposed to allow payment of bonus
energy on a monthly basis in the same manner as the payment of benchmark energy is
made by the Power Purchaser under the EPA. For each month, the benchmark energy
and the bonus energy (if produced) shall be determined and paid by the purchaser.
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POWER PURCHASE PRIOR To COD

It is standard practice for wind power projects internationally to come online one WTG
at a time, thereby, enabling the wind farm to commence dispatching energy to the gnd as
soon as 2 WTG is capable of powcr generation. Commissioning of a WTG cannot be
completed without the substation being completed, tested and commussioned, therefore,
all protection and safety equipment required to ensure smooth, safe operation of the
wind farm (and the grid) would already be in place prior to commissioning of the WTGs.
As soon as a WTG has been commissioned, it is ready to supply energy to the gad.

The standard EPA approved by the GOP permitted wind power developers to claim
compensation from NTDC for supply of electrcity pnor to achievement of COD. This
has, however, been removed from the latest draft of the EPA.

INEPRA is therefore requested to allow the Project to claim compensation from the Power Purchaser for

all electricity supplied into the grid system prior to achievement of COD at the taniff rate qbpﬁcable  for the
irst year of operation minus the debt servicing comsponents of the tarifl

In case the Project is not allowed to clum compensation, there will be no motvation for

the Project to supply energy into the grid — which could otherwise assist in reducing the
demand-supply gap.
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11.

GENERAL ASSUMPTIONS

The following have been assumed while calculating the Reference Generation Tariff
and changes in any of these assumptions will result in changes in the Reference
Generation Tanff. ‘

1.

2.

10.

11.

Debt: Equity ratio is assumed 1o be 75:20.

Foreign lenders shall contribute towards funding 66.67% of the Debt (LIBOR
based financing) while the remaining 33.33 % will be funded through local
financial institutions (KIBOR hased financing).

Interest rate for LIBOR bascd debt has been determined based on 6 Month
LIBOR (0.48%) plus'4.6% Spread and semi-annual indexation on the same will be
allowed by NEPRA.

Indexation against PKR / USD variations will be permitted for debt servicing
payments to be made for settlernent of foreign source debt.

Interest rate for KIBOR bascd debt has been determined based on 6 Month

KIBOR (13.38%) plus 2.95% Spread and semi-annual indexation on the same will
be allowed by NI:PRA.

A constant ROE of 17% (IRR based) 1s assumed (net of 7.5% withholding tax on
dividends) over 20 years. The ROE DC shall be accrued at the time of COD
according to the actual schedulc of equity. disbursement.

Exchange rate have been assumed to be: PKR 86.2 /USD and USD 1.38 / Euro.

Any taxes federal, provincial, local or district, stamp duties and levies etc which are

not factored in the tariff calculition shall be treated as pass through items, in term
of EPA.

No customs duues and income tax have been considered for imports. Any
changes in the customs duties or any other duty or tax on import of equipment
and material will be treated as "pass through" to the Power Purchaser. Similarly,

customs duties on spare parts atter COD will be "passed through” to the Power
Purchaser.

The Project does not come under the ambit of Sindh Sales Tax on Services Act,
2011. In case it is deemed that the Project is subject to payment of any taxes under
said act, the same are to be treated as a pass-through to the Power Purchaser.

Deduction of withholding tax is assumed only in the On-Shore Contract. No
withholding tax has been considered in the Off- Shore Contract. Any additional
tax, if levied, will be "pass through" to the Power Purchaser

- 7.5% withholding tax on dividend is assumed. Any changes in the aforesaid

withholding tax regime will be "pass through" to the Power Purchaser. General
Sales Tax and all other taxes will also be treated as a "pass through"
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13.

14.

15.

16.

17.

18.

19.

The Zakat deduction on dividends (currently @ 2.5%), as required to be deducted
under Zakat Ordinance, is to be considered as "pass through™.

Sindh Infrastructure Development Surcharge @ 0.850% of the imports for the
Project has been assumed.

Federal Excise Duty has not been assumed as part of the Project Cost; in case the
same is required to be paid by the Project, the same should be treated as pass-

through under the tariff.

The Return on Equity for the construction and commissioning period shall be
adjusted on IRR basis at the time of COD according to the actual Equity
disbursement dunng such period

The Power Purchaser / NTDC shall be exclusively responsible for the financing
‘of construction, operation and maintenance of the interconnection and
Transmission Lines as per the prevailing policy at the time of tariff determination

Main Energy meter and electronic recorder for continuous recording of readings
will be provided by NTDC at its own cost.

Financing Terms are as yet based on the initial discussion with the financial
institutions and hence are subject to final negotiations once tariff has been
determined by NEPRA and the EPA / 1A are signed. This will include mainly the
debt-equity ratio, Grace Period and loan repayment term, benchmark index

(LIBOR/KIBOR) and the spread margin of the financial institution.

. Pre-COD insurance costs are considered based on the proposal received from top

local insurance company. Premium rate for the insurance arrangements will be
finalized at the ume of financial closure.

. No hedging cost is assumed for exchange rate fluctuations during construction

and all cost overruns resulting from variations in the exchange rate during
construction shall be included 1n the Project Cost.

. Project contingency and maintenance reserves are not included in Reference

Generation Tariff calculations. If required by Lenders, these will be adjusted
accordmgly in the Reference Generation Tariff.

. Any other assumptions that are not expressly stated herein but are based on the

EPA draft negotiated by the Project Company with the Power Purchaser.

Consequently any change in any such assumptions may lead to change in the
Reference Generation Tariff,

- The payments to Workers Welfare Fund and Workers Profit Participation Fund

have not been accounted for in the Project budget and have been assumed to be
reimbursed at actual by the Power Purchaser.

- Any incentives given to any other Wind IPP shall also be given to the Project

Company.
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12.

12.1

12.2

12.3

12.4

12.5

12.6

12.7

12.8

12.9

12.10

12.11

12.12

12.13

TARIFF SUMMARY

In summation, the Project Company herewith most respectfully submits before
NEPRA for its approval the matters set out in this Tariff Petition and further prays
for NEPRA to kindly approve the following:

The Project Costs and related arrangements stated in this Petition be allowed to the
Petitioner.

Energy production estimate of 129.6 GWh per annum for calculation of the tariff and
energy payments for the years 1 — 20 after COD.

The Power Purchaser be directed to make payment against Bonus Energy (energy
above the Monthly Benchmark Encrgy) on monthly basis.

‘The Project be allowed to claim compensation for energy supplied prior to COD at
the rate of taniff allowed by NEPRA for the first year minus the debt servicing
components.

Funding of the Project on an 75:25 — Debt: Equity basis.
Debt to be split on 66.67%: 33.33%, foreign (LIBOR): local (IKIBOR) basis.

LIBOR based debt financing (66.67° ) with a base rate equal to 6-Month LIBOR plus

a spread of 4.50%, reasons for which have been explained under Section (Debt
Servicing) above. '

KIBOR based debt financing (33.33" v) with a base rate equal to 6-Month KIBOR plus

a spread of 2.95%, reasons for which have been explained under Scction(De[;/
Financing) above.

Sharing of any CER related revenues subsequently realized, as per the Government of
Pakistan policy. '

A Return on Equity of 17% (net of 7.5% withholding tax) on IRR basis along with
Return on Equity during Construction Period, reasons for which have been provided

in detail in Secdon(Eqm’{y) above.
Working Capital facility of PKR 89.80 million, to be adjusted at COD.

Indexatons .and adjustments for the individual tariff components, as detailed in
Sectio([ ndexations, Adjustments and Cost Escalations) above.

Insertion of Benchmark Energy Table and Monthly Complex Power Curve as

Schedule 1 Annex 2 of the EPA, the same are provided under Sectjo(Beﬂc/)mark
Energy & Complex Monthly Power Crve Tables) above.
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12.14 The Reference Generation Tanff provided under Scctjon(Refmﬂa Generation Tanff
Table) above along with individu.l tariff components and debt schedule provided

under Sectio(Debf Scheduley above.
12.15 Adjustments at COD, as provided under Scctio(Aa'ju;tmenl: at COD) above.
12.16 The General Assumptions, as providcd in Sectjon(Gmem//]:mmptian;).

Furthermore, given the advance stage of the Project, NEPRA is kindly requested to process

the Tariff Petition at the earliest thereby enabling the Project Company to proceed further
with the development process. '
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A Feasibility Study Approval Letter
Revision in the Feasibility Study Approval Letter; along with:-

B a) Approval of Grid Interconnection studies from NTDC

' b) Approval of EI\/IEE Study from EPA, Sindh
c) Approval of EPC Contractors for Wind Power Project

C Apptovals from AEDB for Requisite Acquisition

D Term Sheets for the Fiﬁnncing (foreign) of the Project

E

Term Sheets for the Financing (local) of the Project

Consent from NTDC to Procure Power from Project Company
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Government of Pakistan
Alternative Energy Development Board (AEDB)
344, B Prime Minister's Sacretariat, islamabad
Ph: 051-9223427 | Fax: 051-9205790

B/3/1/2006 o - 7_April 2008

The Gensral Manager,
WPPO

WAPDA House
Lahore.

Subject: FEASIBI s F WIND POWER GENERA
PROJECT BY GREEN PO

Enclosed, please find the Feasibility Study for the 50 MW Wind
Power Generation Project at Gharo~Keti Bandar corridor, submitted by Green
Power (Pvt.) Ltd. This Feasibllity Study is hereby approved by AEDB for further
necessary action by NTDC. |

2. Regards.

o,
)

(Brig. Dr. Nasim A. Khan)
Secretary / Member Technical
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Government of Pakistan
Alternative Energy Development Board (AEDB)
3, Street No. 8, F-8/3, Islamabad.

Tel 92 51 9262947-50, Fax: 92 51 9262977

B/3/1/GPPLIO7 . . 2 "August 2011

Brig.(R) Rahat Khan

Project Director

Foundation Wind Energy — I Pvt. Ltd. (FWEPL)
Fauji Foundation Head Office, P&D Division -

68 Tipu Road, Chaklala

Rawalpindi.

Subject: PROVISIONAL APPROVAL OF FEASIBILITY STUDY

This refers to your communication dated August 26, 2011 regarding -
the subject cited above.

2. - AEDB acknowledgeS'that' the IPP has acquired the necessary
approvals of the Grid Interconnection study and IEE study from the relevant
agencies. The apprpval of Feasibility study is linked with the following milestones;

o Verification of Power Production Estimates from Risoe.
e Approval of Grid Interconnection studies from NTDC
« Approval of EIA/IEE Study from EPA, Sindh

4. AEDB has initiated the process of verification of production estimates
through RISO. AEDB hereby provisionally accepts the feasibility study of the wind
power project of M/s FWEPL. The final approval of the feasibility study shall be

accorded based on the verification of power production estimates by RISO. M/s
FWEPL may howeyer proceed ahead with the application of tariff to NEPRA.

/d MWF%

(Syed Ageel Hussain Jafri)
- Deputy Director (Policy)
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WATIONAL TRAMSINSSION & DESRATCH CONPANY LIITED

PAEX: 042-99202211/2106 Office of the
Tel: 042-99204045 Chief Operating Officer (CPPA)
Fax: 042-99201179 107 — WAPDA-House
Lahore
No, cmzmmuur.mmm&l?]: )8 Dated: 2.‘:1.[.12119.1!
1.. Chief Executive ’ 2. Mr. Danish Igbal,
M/s Beacon Energy Limhted, ‘ (Attomey)
10-11 Gurumangat Road, M/s Gul Ahmed Wind Power Limited
Gulberg-III, Lahore. 36-F, Block-6, P.E.C.H.S., Xarachi-75400.
Fax No. 042-5712027 Fax # 021-4540274/4383433
3. :r. Asdnan Tapal, Dlrettor, 4. Mr. Khalid Aslam, Director,
/s Green Power (Pvt) Limited, M/s Sapphire Wind Power Company Ltd.,
Ameejee Chambers, Campbell Street, 313-Cotton Exchange E!uldlrlg,mmy
| Karachl 74200 LI Chundrigar Road,
" Fex No, 021-2623930 | Karachi-74000.
Subject:
Enclosed please find herewlth a copy of letter No. GMP/CEMP/TRP-380/707
30.11.2010 of the office of General Manager Planning (Power) NT'DC,(:gafg;;g vetﬁ/;g gfdlglt:at:
Reports of Elec_mcal Grid Interconnection Studies of the following Wind Power Projects:
1. M/s Beacon Energy Limited (BEL) WPP
2. M/s Green Power (Pvt) Limited (GPPL) WPP
3. M/s Gul Ahmad wpPP
4. M/s Sapphire WPP
In the above referred letter, Chief Engineer Planning (Power) has stated that ali the
comments and decisions taken in a meeting held on 19.10.2010 with Planning and Design
Departments regarding the design of the bus bar scheme, tovering load flow, short circult, transient
stabilty and power quality analysis of the aforementioned WPPs have been Incorporated In the
Interconnection Study Reports.
~— Further, he has mentioned that since the actual sites of the proposed 220/132 KV Grid

station(s) et Gharo and Jhimpir are not yet finalized, the interconnection schemes are vetted
assuming that final sttes of the said grid station(s) will remain the same as proposed in the respective

repcrts.
DA/As ahove ﬂ’/’%
. . : o ( m HusSain Baloch)
Manager Tech-III (CPPA)
C:
1. Chlef Executive Officer AEDB, House No. 3, F-8/3, Islamabad.
2. General Manager Planning (Power) NTDC, 5 Floor, PIA Tower, Egerton Road, Lahore w.r.t
his letter referred above. '
3. Chief Engineer (Design) NTDC, 143-WAPDA House, Lahore,
4. Chief Engineer (System Protection) NTDC, 130-WAPDA House, Lahore,
5. Chief Engineer (Telecom) NTDC, 625-WAPDA House, Lahore.
6. M/s Power Planners Imemational (PPT), 66-H/2, WAPDA Town, Lahore
7. PS to Chief Executive Officer NTDC, 414-WAPDA House, Lahore.
8. PA to Chief Operating Officer (CPPA), 107-WAPDA House, Lahore.
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~ NATIONAL TRANSMISSION & DESPATCH COMPANY LIMITED

IS
' . P2zl Office of the
T o R i oty
 No. éMpPICEMPrrRP-380/7,7g B At

Chief OperatingOfficer (CPPA) L X229
WAPDA Hoyee, Lahore 2 —tR

- Atten:  Manager Tech-1ll (CPPA) 0\ L
Subject: ing of Final Re f Elec | Grid Interconnection Studies

for Wind Power Projects{WPP).

Ref: Planning (Power) letter no. GMPP/CEMP/TRP-380/5590 dated 13-10-

~ : 2010
' PPI letter no. WD/GAWPL/202  dated 01-11-2010
PPI letter no. WD/GAWPL/204  dated 01-11-2010
PPI letter no. WD/GAWPL/208  dated 01-11-2010

With reference to above and based on subsequent discussions held in
this office with the representatives of M/s PPI regarding our comments, the Final
Reports of the Electrical Grid Interconnection Studies of the following
- interconnsction\WRRs have been reviewed:

1. M/s Beacon Energy Ltd. (BEL) WPP.
2. M/s Green Power Ltd. (GPP) WPP.
3. M/s Gul Ahmed WPP.

4. M/s Sapphire WPP.

The interconnection study reports, incorporating all the comments and decisions
L taken regarding the design of the bus bar scheme in a meeting held on 18-10-2010
with. Planning and Design depariments, covering load flow, short circuit, transient
stability and power quality analysis of the above mentioned WPPs of 50 MW each
located at Jhimpir and Khuttikan (Gharo) clusters, are vetied.

However, since the actual sites of the proposed 220/132 kV grid station(s) at Gharo
and Jhimpir are not yet finalized, the interconnection schemes are vetted assuming
that final sites of the said gnd station(s) will remain the same as proposed in the
respectwe reports.

N
Chief Engineer Plannmg (Prawer)
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ii.

iv.

V.

Reference No: EPN""S,/‘/ @/ 193/

ENVIRONMENTAL PROTECTION AGENCY
GOVERNMENT OF SINDH

Plot # ST-2/1, Socml 23, KIA, Karachi-74900

5085532, EDE5946, 5065621

epasindh@cyber.net.pk
Facsimile: 5065940

Dated: 27-04-2009

DECISION ON INITIAL ENVIRONMENTAL EXAMINATION (IEE).

Name & Address of Proponent: M/s Green Power (Pvt) Limited

2. Description of Projcct: 49.5 MW Wind Power Projcct
3. | Location of Project: | Kheti Kun- District Thatta.

4. Date of Filing of EIA: 06-06-2008

5.

Afier careful review and analysis of the Initial Environmental Examination (ICL)
report, the Environmental Protection Agency (EPA), Sindh has decided 1o accord
- its Approval subject to the following conditions:

During the project execution, safe distances of the under mentioned environmental
sensitivities will be maintained:

e  500m from communities, industries and main transport network.
*  300m from community water well
* 100m from archaeological / cultural site / monument

® Distance will be measuied from the up blade of wrbines or/and
trunsnussion  power lines a wuckted,

Project activity will not be carried out w.ithin buffer zone of any project area designated
under Sindh wildlife protection act.

Effect on wildlife will be monitored during the migratory season of birds and reports of
tindings will be submitted to SEPA.

Campsites will be. located at least one kilometer away from any settlement to avoid
disturbance to the local people.

No industrial or residential activity will be permitted on the land allocated for wind

Always Remember--- Reuse, Reduce & Reavcle

a2
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The project area will be restored to its original nature to the possible extent. For the
purpose, documentation (Photographs) will be kept in record.

Employment will be provided to local people and assured for all unskilled jobs. Skilled
jobs will be given to the locals after providing them proper field training. where a
minimum training will be required.

Benetits to local people will be offered under Corporate Social Responsibility (CSR)

policy. community developnent schenies will be decided in consultation with local
communities and may be facilitated by involving districvlocal Government office.

ix. Compensation will be provided to the inhabitants in case of loss of agriculture land.

crop property, ctc.. in accordance with the rates. that are agreed upon. All cenflicting
issues regarding compensation etc. should be settled in advance prior to the start of
activity. o

The allocated land to sctup wind energy project should be free from ownership rights of
local pcople. '

6. This approval shall be treated cancelled if any of the conditions. mentioned in
para-5 above is violated. In follw up of the cancellation of this approval
prosecution under the provision ot Pakistan Environmental Protection Act, 1997
will be initiated against the proponcent.

7. The proponent will be liable for compliance of Regulations 13. 14 and 18 of
EIA/IEE Regulation, 2000.

K. The proponent will be liable for compliance of Regulations 17 of EIA/IEE
Regulation. 2000. which permits the authority i.e. Environmental Protection
Agency to enter, inspect and monitor the development of the project so that the

conditions are effectively monitored.

9. This approval does not absolve the proponent of the duty to obtain any other

approval or consent that may be required under any other law in force.
10. Implementation Report of all the mitigation measures and EMP laid down in the
IEE Report be submitted to this office on quarterly basis for review. No violation

of any Regulations, Rules, Instruction and Provisions of PEP Act, 1997, shall be
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All the environmental conditions of this approval shall be incorporated in the
terms and conditions of tender document and will be component ol health safety
and environment policy in  the project for commitment and compliance.

The relevant organization/proponent will submit separate IEE/EIA to EPA. Sindh

for construction of new grid station to cater clectricity generation from proposed

wind energy project.

(Shakil A. Hashmi) 2¢

&\ Director General -
L
ey
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Government of Pakistan

Alternative Energy Development Board (AEDB) ' pl‘
3, Street No. 8, F-8/3, Islamabad S -
Tel 92 51 9262947-50. Fax 92 51 9262977 AEDB
th
B/3/1/GPPL/O7 I8 August 2011

Brig. (R) Rahat Khan

Project Director

Foundation Wind Energy - Il Pvt. Lid.

Fauji Foundation Head Office, P&D Division
68 Tipu Road, Chaklala

Rawalpindi.

Subject: APPROVAL OF EPC_ CONTRACTORS FOR WIND POWER
PROJECT

This refers to your letter No. PD-4919/Green dated 06" August 2011
on the subject cited above

2. AEDB has reviewed your request for approval of EPC contraciors
submitted vide the referred letter. AEDB hereby approves the following entities as

EPC contractors for the 50 MW wind power project of M/s Foundation Wind
Energy — 1l Pvt. Lid -

a) M/s Nordex Singapore Equipment Private Ltd

b) Descon Group.

3. Regards‘. .

s

(Syed Aqeel Hussain Jafr)
Deputy Director (Policy)



Government of Pakistan
Alternative Energy Development Board (AEDB)
3, Street No. 8, F-8/3, Islamabad
. Ph: 051-9262947-5() / Fax: 051-9262977

No. B/3/1/GPPL/O7 ’ 15" July 2010

Mr. Mustafa Tapal

Director

Green Power Pvt. Ltd

Ameejee Chambers, Campbell Street
Karachi.

Subject: SALE OF MAJORITY SHARES IN GREEN POWER PVT. LTD.
(GPPL) TO FAUJI FOUNDATION / FAUJI GROUP

This refers to your letter No. Nil dated received on 19" April 2010 on
the subject cited above.

2. AEDB has no objection to the change of control of Green Power Pvt.
Ltd. (GPPL) as mentioned in the above referred letter. In pursuance of the directives
of the Chairman AEDB, GPPL / Fauiji Foundation is required to strictly follow the
timelines for completion of the project (timelines attached as annexure). All other
terms and conditions of the project as stipulated in the Letter of Intent (LO,
Agreement-to-Lease etc. and the milestones set therein shall remain the same.

3. Regards.
(Syed Aqeel Hussain Jafri)
Deputy Director {Policy)
c.c

1. PS to CEO, AEDB (For information).
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SHEARMAN & STERLING we

6 BATTERY ROAD #25-03 | SINGAPORE | 049909

WWW.SHEARMAN.COM | T +65.6230.3800 | F +65.6230.3899

wmccormack@shearman.com
(65) 6230 3877

22 August 2011
Foundation Wind Energy 11

NEPRA

Dear Sirs

50 MW wind power project to be developed by Foundation Wind Energy II (FWE II) (formerly Green
Energy Private Limited) in Kutti Kun, District Thatta. Sindh province, Pakistan (the “Project”) - Tariff
Petition - Financing Term Sheet

We are instructed to act for the Asian Development Bank and Islamic Development Bank (together, the
“Lenders”) in relation to the financing of the Project.

We attach a term sheet reflecting the proposed terms of the financing for the Project. The Lenders
confirm that they have obtained initial concept clearance to provide project financing to FWE II in
relation to the Project on the basis of this term sheet. The term sheet is not legally binding and the
provision of the financing remain subject to each of the Lenders obtaining board and management

approval and completing their due diligence on the Project, including legal, technical, environmental and
financial due diligence. :

Yours sincerely

,_Slno_a/mom 78 Séef&'uj L

Shearman & Sterling LLP

Att - financing term sheet : /
N

ABU DHABI | BEUNG | BRUSSELS | DUSSELDORF | FRANKFURT | HONG KONG | LONDON | MANNHEIM | MENLO PARK
MUNICH | NEW YORK | PARIS | ROME | SAN FRANCISCO | SAO PAULO | SHANGHAI | SINGAPORE | TOKYO | TORONTO | WASHINGTON, DC

SHEARMAN & STERLING LLP 1S A UMTED UASUTY MmmmMW‘ED“A‘ESWD(QMMWM“ATEWWW” LMT THE PERSONAL LABUTY OF PARTNERS.

SIDOCS01/109751.3
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Draft: 22 August 2011

FOUNDATION POWER PROJECT: INDICATIVE TERM SHEET FOR PROPOSED

FINANCING OF 50 MW WIND POWER PROJECT TO BE LOCATED IN KUTTI KUN,
DISTRICT THATTA, SINDH PROVINCE, PAKISTAN

This Term Sheet is a summary of the principal terms that may apply to the proposed financing of the
Project. All figures, terms and conditions are subject to change.

This Term Sheet does not constitute an offer or a commitment by the Lenders. Each Lender's decision
to invest in the Project is contingent upon approval by its management, credit committee and/or Board
of Directors and execution of final documentation in form and substance satisfactory to all Lenders.

1. Borrower Foundation Wind Energy Il Limited (formerly Green Power Private
Limited) ("Borrower").
2. Sponsors Fauji Fertilizer Bin Qasim Limited ("FFBQ") 35%
Fauji Foundation 20%
Islamic Infrastructure Fund ("ITF") 25%
Tapal Group , O 20%
v FFBQ and Fauji Foundation jointly and severally the "Fauji Group".
3. EPC NORDEX Singapore Equipment (Pvt.) Limited (as the lead) and Descon
Contractor Engineering Fze, UAE, Nordex Singapore Service Private Limited, Descon
Engineering Limited and Descon Integrated Projects Private Limited
(jointly and severally)
4. Oo&M 'NORDEX Singapore Services (Pvt) Limited (as the lead), Descon
Operator Engineering Limited and Descon Integrated Projects Private Limited
- (jointly and severally)
5. Project The development, financing, design, engineering, procuremenl
manufacture, construction, permitting, completion, testing, commissioning,
- insurance, opcratlon and maintenance of a S0 MW wind power project, to
be located in Kutti Kun, District Thatta, Sindh Province, Pakistan (the
"Project").
6. Lender Indicative Commitment Margin/Mark-Up
The Asian Up to US$34.88 million 6-month US$ LIBOR plus
Development spread of 4.6%
Bank
Islamic Up to US$34.88 million 6-month US$ LIBOR plus
Development spread of 4.6%
Bank
7. Purpose of To finance the cost of developing and constructing the Project (i) in
Facilities

accordance with a budget and financial model to be agreed and (ii)
reflecting project costs that are recoverable through the tariff mechanism
approved by NEPRA, including (subject to (i) and (ii)): professional
expenses and consultant’s fees, financing costs, insurance premia, taxes, the
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cost of obtaining consents and permits, and all other agreed costs and
expenses incurred in connection with the Project.

8. Profile of Principal repayment shall be in 20 equal semi-annual repayments reflecting
Repayments/Re | an annuity-style repayment profile to be agreed. The door-to-door tenor
ntal Payments | from signing of the Common Terms Agreement to final repayment of all

: facilities will not exceed 12 years, including the grace period to be a
maximum of two years from signing date.

9. | Fees Front-end fee: 1.4% of the amount of the Facilities, to be paid no later than

the earlier of:

(a) 30 days after signing of the Common Terms Agreement; and

(b) before issuance of the disbursement request for the first
disbursement.

Commitment Fee: 0.10% per annum on the undisbursed amount of the

Facilities, to be paid semi-annually in arrears and commencing to accrue

upon a date to be agreed'.

10. | Interest/Mark- | 7 July and 7 January in each year (1o be aligned with EPA rate-setting)
up Payment
Date

I1. | Default Rate ' 2% per annum above the applicable Interest/Mark-up Rate.

12. | Debt-to-Equity | No higher than 75:25 subject to approval by NEPRA of the project costs to
Ratio be financed.

13. | Debt Service An onshore (PKR) and an offshore (US$) debt service reserve account
Reserve/Major | (DSRA) shall be established by the Borrower with the Account Bank. The
Maintenance minimum required balance shall be sized to cover 6-9 months (period to be
Reserve agreed between the parties, based on the final Financial model & other

terms and conditions) of principal/Rental repayment and interest/mark up
rate.

Major maintenance reserve account (MMRA) to be established in
accordance with EPA requirements and recommendations of the Lenders’
technical adviser.

Sponsors shall agree to fill up the DSRA no later than 30 days before the
first Repayment Date and (if applicable) the MMRA no later than
Commercial Operation Date.

1t will be a condition to release of Sponsor Support and the Distribution Test
that the DSRA and the MMRA are at the required balance.

14. | Spounsor Eligible Project Costs will be funded on 75:25 debt to equity basis.

Support

lri_ addition to the initial equity required to fund the Project Costs, Sponsors
will undertake to provide to the Borrower additional funds on terms to be
agreed.

1 . . . .
The commitment fee may be adjusted upwards in which case the front end fee will be reduced so that the position
of the Borrower is neutral.

/
)
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15. | Share Share retention undertakings to be agreed.

Retention Any permitted transfer of shares shall be subject to the share pledge and the
Lenders’ share pledge shall at all times be in respect of 100% of the shares
in the Borrower with certain carve out provisions relating to initial public
offerings which will be finalized at the loan documentation stage.

16. | Other Borrower to pay or reimburse the Lenders in respect of:

Payments (a) increased costs resulting from a change of law or regulations;

(b) unwinding/breakage costs, ie, any cost or loss in unwinding funding
arrangements resulting from prepaying the Lenders or from failing
to borrow or prepay in accordance with a request for disbursement
or notice of prepayment;, -

(©) - withholding taxes, if any (tax gross-up);

(d) all taxes (including stamp taxes) or other charges payable on any of

: the Financing Documents;
(e) legal fees and expenses relating to:
(i) the preparation, execution, implementation, administration
and enforcement of the Transaction Documents;
(i) . the protection of Lenders' interests under the Financing
' Documents; and
(i) the release of the Security after repayment of the Facilities;

6] amounts (to be agreed with the Borrower at the time) to compensate

the Lenders for additional work required in connection with any
, restructuring;

(g) any other expenses/fees for processing waivers and amendments
and/or fees for technical, environmental, social and other
consultants, the scope of work for whom shall (in the absence of an
event of default or potential event of default or an event likely to
result in a Material Adverse Effect) be agreed with the Borrower,

_ such agreement not to be unreasonably withheld; and

(h) a waiver processing fee on terms to be agreed.

17. | Voluntary The Facilities are prepayable in whole or in part on any interest/mark-up
Prepayment payment date, upon 30 days notice subject to terms and conditions to be

agreed with the lenders.

18. | Representation | Customary and appropriate for the Borrower and Sponsors, reflecting the
s and ‘ Lenders' respective policies .and requirements and subject to certain
Warranties customary exceptions (rclating to materiality and actual knowledge) and

legal qualifications to be agreed in the documentation.

19. | Governing Law | English Law (e.g. Common Terms Agreement, Accounts Agreement,

Sponsor Support Agreement and Intercreditor Agreement) and Pakistan

Law (e.g. certain Security Documents) as appropriate.

Islamic finance documents will reflect Principles of Islamic Shariah.

20. | Submission to

Jurisdiction

Borrower and Sponsors to submit to non-exclusive jurisdiction of English

-courts and- Pakistani Courts as appropriate according to the Lenders'

respective policies and requirements. Lenders may elect to have disputes
resolved by arbitration.

/7
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STRICTLY PRIVATE & CONFIDENTIAL

Mr. Qaiser Javed, . . ) )
CLO Beacon Energy Limited / Green Power Limited and Director Finance - Fauji Foundation
68, Tipu Road, Chaklala

Rawalpindi, Pakistan - 46000

May 16%, 2011

Subject: Proposal to act as Lead Arrangers and Advisors for local PKR financing to Foundation Wind
Energy 11 (formerly known as Green Power Private Limited)

Dear Mr. Javed,

On behalf of National Bank of Pakistan (“NBP”), Allied Bank Limited (“ABL”) and Meezan Bank Limited
(“MBL") (hereinafter also referred to as the “Lead Ar;angers and Advisors or LAA”), we are pleased to submit an
indicative offer on best efforts basis for arranging i) Funded Project Finance facilities of upto PKR 3,000 million for
a tenor of 12 years and ii) Non Funded facilities such as Letters of Credit and Stand by Letters of Credit (both i. and
ii. hereinafter collectively referred to as “the Facilities”) for Foundation Wind Energy I1, formerly known as Green
Power (Pvt.) Limited (herein after referred to as “FWE I1” or the “Project Company”)

This letter and the attached term sheet are referred to as the “Indicative Offer” or “Offer”.

This Indicative Offer should not be construed as a commitment by the LAA for arranging the Facilities or providing
any funds to FWE II. Please note that this Indicative Offer is subject, among other things, to the (i) LAA’s
reasonable satisfaction with the results of its project financial, legal and technical due diligence; (ii) the LAA's
internal approvals from management, Shariah Advisor and credit committees, and (iii)satisfactory legal counsel
vpinions. The terms and conditions of the Facilitios, including the structure, security, amounts, profit rates, and
fees, may be modified or supplemented by the LAA, at any time and from time to time during the course of due
diligence or as a result of changed market conditions or otherwise.

IMPORTANT NOTE:

Post acceptance of the Offer, LAA.will be appointed exclusively for arrangement of the Facilities. The LAA retains

the right to share or award any roles in relation to arrangement of the Facilities with other banks and financial
institutions after obtaining prior approval from FWE ]I,

CONFIDENTIALITY

By accepting the major terms & conditions as stated above, you agree that this letter is for your confidential use
only and that neither their existence nor the terms hereof will be disclosed by vou to any person other than for
submission to AEDB and NEPRA, your officers, directors, employees, accountants, legal counsel and other
advisors, and then only on a “need to know” basis in connection with the transactions contemplated hereby and on

a confidential basis (except that, notwithstanding the foregoing, you may make such public disclosures as you are
required by law). :

== " K a ‘ 5
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STRICTLY PRIVATE & CONTFIDENTIAL

MATERIAL ADVERSE CHANGE:

As stated in the Indicative Offer, LA As reserve the right to decline arranging the Facilities, or renegotiate the terms
thereof, in case of any material adverse change.

Please note that this letter constitutes a proposal tor discussion purposes only and it does not in any way constitute
a commitment by the LAA to deliver such a commitment by themselves or third parties. This proposal is neill?er an
offer to sell nor the solicitation of an offer to enter into the transaction. This Offer and its contents are proprietary
information and products of the LAA and may not be reproduced or otherwise disseminated in whole or in part
without our written consent unless disclosure is required under applicable law.

Kindly confirm your agreement and acceptance of the aforementioned and terms and conditions by signing and
affixing your stamp on this letter, in the space provided below, as well as signing and stamping the indicative term

sheet and returning it to the undersigned on or betore May 31%, 2011 after which this Offer (if not so accepted prior
thereto) will expire.

’
We trust our offer meets your requirements. Meanwhile, if you need any further clarification, please feel free to
contact us. We look forward to working with you on this very important transaction. ¢

Sincerely yours,

For and on behalf of the LAAs -

Y el

For and on Béhalf of For and on behalf of
Allied Bank Limited Meezan Bank Limited

Agreed and angplcd for and on behalf of Foundation Wind Energy Il by its Authorised Signatory:
N

o S0y By Q.\.Nv\,-__—_—o—\

Name:
Title:
Date:

Company Stamp:

Page 2 of 2
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SUMMARY OF INDICATIVE TERMS AND CONDITIONS
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The terms and conditions set forth in this Indicative Offer 1 “Offer Document ") are 'mzended Jor d{:c;:s:o{t ;mpo:e:m ::/z
and are subject, among other things, to the final expression of the terms qf ll?e lfacdme:‘ as set jorlh' in dé {:mw nfr:r mens
and/or confirmations and internal credit approvals of the puriicipating institutions. Thp proposal Is nmb. r a:: o:ham' o
nor the solicitation of an affer to enter into such transaciions. Any ﬁnqncmg c'ommume'nf remains su jec:" oia' advfr“
details/projections, due diligence of the same and approval from respective credu.awhormex, absence gf m m:‘r ol adverse
changes in the Obligor and‘or the financial markets, and complenon of sa.mﬁtclory docwnenugn;ln b,:e her
requirements appropriate to transactions of this nature as provided in the Indicative Offer, or requested through subseq
correspondence or as further detuiled in the Transaction Documents.

{ Foundation Wind Enecegy 11 formerly known as Green Power (Pvt) Limited |

: AObligo‘r.*":v" 5 ) : "
! - 1 (herein after referred 1o as “FWE I1” or the “Project Company”) '

BT SN SU—" |

' National Baok of Pakistan Lrd. (“NBB") 5
*  Allied Bank Limited (“ABL") and '
. *  Meezan Bank Limited (“MBL")

4
Collectively referred to as Lead Advisors and Arrangers (“LAAs™)

“A consoroum of banks and rinancial msatons including but not bmited to the Lead
Advisors and Arrangers (LA \si

! The Transaction -1 To part finance the design, Lnur;ee-rTng construcrion and commussioning of FWE II's ?
: : I 50 MW (approx.) wind power project {the “FWE II") situated at Kutd Kun, District
Thatta, Sindh.

*  The towal cost of the Proyect (inclusive of contingencies) is approximately USD -
' 139.53 Million (the “Prcect Cost™. '
®  The Project Cost will be financed via 75:25 dehr: equity rario. ‘
®  The Sponsors have arranped offshore financing for the Project from Asian |
Development Bank (“\DUB”) and | Islamic Development Bank. (“IDB”) Led
Consortium (herein rererred to as “Offshore Financiers™) for the offshore -
financing portion (66.6™%). The local financing component to be arranged by
Local Banks Consortium would be up to PKR 3,000 Million. This includes base
funding requirements o1 PKR 2,800 Million and PKR 200 Million for contingeacy

in exchange rate upto or near financial close will be adjusted from within the
conungency amounts. ’

| funding. '
; USD PKR Million @
. Million 86/ USD
Long term - 75%,
; Foreign  ~  Offshore  l'manciers 09.77 6,000.00 ;
| 66.67%) :
f Local ~ Local Banks (omorgum 34.88 3,000.00 |
: (33.33%) i
; Equity - 25% -
! Capital - Sponsors i 34.88 3,000.00 l
i Total '” 139.53 12,000.00 |
i *  Yor the purpose of this indicative term sheer 2 PKR / USD conversion rate of '
PKR 86 / USD has been used 1o calculate base funding requirements. Any |
upward revision required in the local funding requirements as a result of variation :
!
!

j ®  Alternare Energy Development Board (“ALEDB") has allocated the land to the
Project in Kutti Kun, Di-rrict Thatta, Sindh.

)
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SUMMARY OF INDICA'TIVE TEERMS AND CONDITIONS

A SPONSORS | l Shareholding
‘ Sponlon/ Shnchoidmg l Pcrccma?gco( :
erucmre ' - 1! Fauji Foundanon (Ft) . { -0;:' !
i - j Fauji Ferdlizer Bin Qasim Limued (FFBI) 35';/0 ',
| Tapal Group (1G) - 21_);c. :
I Islamic Infrastructure 'und (111°) 23./«,
Total ‘ I 100% :

-
|

i Facilities Project Finance Facility:

l’mpect lfinance Factbty (* PF”) af up to PKR 3,000 Million. This Facility 15 inclusive
of PKR 200 million contingen.y funding for any vanations n base PKR funding .
i requirements upro tinancial close (due to c.\chan;.,( rate vanations) and also for
escalarions of any project costs of o pass through nature under the NEPRA Taaff |
(“Postuve Cost Overruns' ") to be financed by the Lead Advisors and Arrangers. For
abundant clariry, it is stated that .ov Posidve Cost Overruns upto PKR 266.67 mullion
shall be funded direedy by the 1A and the Sponsors as per the rable below

Jocal - Local Banks Conopnum [ PKR 200.00 million
(5%) .
Sponsors - 25% PPKR 66.67. mullion
Total PKR 266.67million

Posiive Cost Overruns beyond PKR 266.67 million to be funded by the Sponsors -
, - through  Offshore financiers Lacihty or through their own sources subject to

’ R reasonable caps to'be agreed benvern Sponsors, Project Company and 1LAA as per the
Project Funds Agreement.

+ The PF Faciliry will be structured under Musharaka ($hirkasul-Milk) Basis.

t redit

A facility for issuance of Letrer of Credyt (the “LC Facility”) required in relation to
the foreign currency or local currency pﬁymcnts of FXE II's oblgaton under the -
Engineering, Procurement and Construction (“EPC™) Conrtract. The LC Faciliry shall |
be a sublinut of the PE Facility and the total exposure of the Financier under the PF -
Facility and the 1.C Faciliry shall nor ar any time exceed the maximum value of the P
Facility.

In case the Letter of Credits requesied 1o be established are of larger amount than the
PF Facihties, the excess is 10 be backed by firm sources of retrement either through
Offshore Financiers loan agreements or through equivalent equiry commitments. Such |
commitments to retre the LC facline from Offshore Financiers must be fiem and in a
form acceptable 1o the 1O issuing hink and Ninanciets. Letter of Credit for an excess
amount to be established upon recept of the confirmanon of Factlity Effectveness
Leuer from Offshore Financiers 1or the Oftshore Fimance facility. Financiers will have
the aght to dirccly serve a notce for payment to the fund.;pn!vidcr in case the
reurement of Lerter of Credit is to be through sources other than the PIF Facilines

The PF Facilities and LC Facilities are collectively referred to as “Facilities™.

| Power Purchaser/NTDC SBLC ._

i The LAA are aware of the necd for the Project Company to establish an SBLC in |

: -i favour of the Power Purchaser. However, the pricing, secunity structure and other '

! ! tenns shall be negotiated sepagately with the LAAs. This facility will be secured from

i o e the project sccunity poal with no recourse to the Sponsors. In case the Projecr
b Company decides o procure this “acility through their own sources the Financiers will ; %

FWE II - lnd.cau((e%‘); _ Page? April 28,2011
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SUMMARY OF INDICATIVE TERMS AND CONDITIONS

5 create a carve out from the Secunty in order to allow the Pmicd Company to secure |
%1 the said SBLC. LAAs will have first right of refusal for a ['ut'nod of upro 30 days !
4 provided LAASs offer is un equally competitive terms and conditions. :

;1 Fighteen (18) months from FFactiry Eftective Date.

Up 0 a maximum of 12 (twelve) years doos-to-door commencing from the Facility
! Effective Date until the PF Facility have been completely retired.

& Computation: "
o "4 Base Rare + 295 hps

:{ Buse rate is defined as the average Six Months Karachi Inter Bank Offered Rate
; (“KIBOR™) prevadling on the Base Rate serting date. The Base Rate will be set for the
.3 finst ime on the disbursement dare and then on the immediately preceding day before
.| the start of cach calendar seimi-annual penod. The “KIBOR” rates used for reference

{ will be taken from Reuters page YKIBR”, as published at 11.30 a.m. Pakistan Standard
* .31 Time by the Financial Markers Association (FMA).  The daily average of the Six
. -1 months "Ask Rate’ will be usedd. In the event that this rate is not published on Reuters
w7 on the rate fixing dare or if lcss than 8 banks provide their rates for the KIBOR fixing,

’ -4 the FMA or other relevant market body will be contacted for the relevant fixing rate.

'3 In the cvent the Partics fals o agree on an instrument or an alternate basis for
determining the Base Rate within 30 days of reccipt of notice (“Nouce™) by the |
* 4 Obligor from the Financier; the Oblignr shall prepay the entise outstanding amount
within 90 days of the receipt of Nonce along wirh any accrued profit and other charges
and expenses.

Peofit will be calculated on the basis of acrual number of days elapsed in a year of 365
days un the vutstanding balance of the facility.

L <] Service Charges of LC Faciiues will be 0.13% per quarter on the autstanding LC
exposures, payable quarterly in advance.

Avaliabiiity Peciod ] PE Eacilin

{
|
{
|

Up to 3 maximum of Twenry One (21) months or the COD whichever is carlier
} starting from the Facility Effcctive Date. Any sums undrawn under the Facility on the |
expiry of the Availability Penod will be cancelled; provided, however, if any retention »
is being held back from the 1'PC contractor, accrued payments (including bur not
limited to pavments to be mude pursuant to profit payable, other non-EPC payments,
etc.) are due to be made by the Project Company such amount(s) shall be drawn down
.| and maintained in Project. Company’s account (under lien and contol of the
J Financiers through the Agent Bank) prior to the expiration of the Availability Period.
For the sake of clarity under no circumstances will the Availability Period exceed the
*1 Required Commercial Operations Date as finalised in  the Eunergy  Purchase

"1 Agreement with NTDC (“RCOD")

1t shosld be noted that only prujit payments und no prinapal payments ol be due on the PF |
Fudlties during the aforementioned period.

i Upra a maximum of Twenr, (ine (21) months, commencing from Facility Fffecrive }

April 28, 2011
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SUMMARY OF INDICATIVE TERMS AND CONDITIONS

: %‘

' Repayment of PF:
; Facility’ -, oo

-

-

Date till the 1.C Facilites are tulh;;xr—c.d

—_—

In twenty equal (20) half yearly instalments. First insmlm.cm shall fall‘ due on lh? half
calendar vear date i.e. 30 June or 31% December immcdm.cly fullowxgg the expiry Qf i
the .\\'aiial)iliq- Period. If the period preceding the first instalment is less than six
months, then such instalment will be pro-rated accordingly.

‘The repayment shall be based upon the annuiry method. :

. Facility Effective

B
: (FED) "« =

"I sansfied, deferred or waived Dy the Financiers.

1 National Bank off’iarki:\'tfn-n (- NBP™

- - - T S Y PR
A date nor later than six (6) weeks from the dare of signing of the Faality docurnents
_by which the Conditions Precedent under the Facilines. and Finance Documents are

| Security. T

1 -

" Alied Bank Limired (“ABL"

I
i
|
[}
1
i

National Bank ofrl’_akisr'ar.\“(".\l-’»l;’»’y o

. Bank *.
- Transaction

| Originatiog |
, Bank et L

st - - 1

National Bml_ut—'hf’akxs'ta;l—(‘ *NB i’-")

“Sharah Structuring and |
- Advisory Bank - . ]

Meczan Bank Limited (“MBJ o

-l:C Inm"ng Bank - = -

Ratiomal Baok of Pakistan (8P

. Agency FPee
! - .

Prior to COD. PKR 2,500,000 pa. to be pad at the Facility Effective Date and cvery
anntversary thereafter up 10 € O,

Post COD: PKR 1,500,000 1 .4. to be paid at the rime of achievement of COD and |
every anmversary thereafrer. : :

"

In case the \gent Bank is required to perform the dury of an Intercreditor Agent by |

performance of such addinonal duties. For the avoidance of doubt, 1t is stated that no |

I
!
i the Offshore linanciers, the Agency Fee set out above will be sufficient for |
|
I

ntercreditor Agency Fee shail be payable to the Agent Bank for performance of its |

duties as an Intercreditor Agent (if required by the Offshore Financiers).

——fen

PKR 750,000 pa. to be paid at the ume of Facility Effective Dare and every
anniversary thereafter.

The Sceurity Trustee Fee is pavable to the Security Trustee for performance of its
duties fur the benefir of the L X \'s and the Offshore Financiers.

I Advisory &:
! Arrangement F
E - .

P

-

remta ot ddeams

ad et e o ok = e e -

1.40%% of the PF I‘nciTi.r_\T:.[-yz—lv\‘;.-l;lc to the LAAs in the following manner:
1. 15°4 upun acceptance of the Indicanve Teem Sheet

i, 85" upon exceution of Faaility documents and Seeutity Documents
]

JPKR 1,250,000 pa shall be pavable t the Project Monitoring Bank at the ume of

i

execution of the Finance Documents and at each anniversary thereof upto COD.

The Project Monitoring: Fee is payable to the Project Monitoring Bank for
performance of its duties for the benefir of the LAA's, and if required, the Offshore

{
i
i
i
|
|
Financiers. f
]
]
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. P}Bﬁ:—tﬁﬁvaludon Fee | Effective from the Facility Ertecuve Date nll COD, Project Evaluanon Fee to be !

bt o e Provect |
:ll pavable semi anoually to the gent Bank for distnbution among Financiers. Project |
i P3) !

4§ Evaluation Fee 1o be caleulated @ 0.15% p.a. on the undisbursed porton of PF
: Vacility

: R T i .
Li“ght of Airst refusalon | 1-1.s shall have the first right of refusal wirh respect to all ancillary business including ;
. ancillary business - . “ but not limited o Exporr Credit Agency (ECA) transactions, interest rate swaps and |
: o any derivatives products ctc. I'roeet company st permitted (o obrain rates on such
| ) ' business from any of the Financicr however LAAs will have a first right of refusal on i

‘ S P

' " : -~ § such business provided it is ¢n equal or better terms than those offered by other '
; 72"~ i Financiers. LAAs will have 3 m.ximum 30 days 1o exercise their righ of first refusal.
! . i : ;
‘ T R o e e e e e e e o o 1n e i o
,rl-"roiecl Development’ - } A project development budget 1 both USD and PKR outlinung all usage of .funds' !
| Budget s P77 - ] complete the Project, to be approved prior to financial close between the Finanaers
| -, : -} and the Project Company. Anv amounts identified for contingencies will be made a ',
I o ! part of this budget. This Budpet shall be annexed as a schedule to the Finance |
X ! ) 'l Documents. The Project Company shall provide quartedy updates to the PKR-based “
!' 1 Project Development Budger t]
i : . L . .

éponson Support. .. | The _()bhgotun utilize the PF l"acil;t; in its enurety (inclusive of contingency amount

. Obligations _ .- “.7 7 1 of PKR 200 million) on all such itms that are classified as pass through under the

NEPRA approved tnff and as finalised in the Project Development Budgct,'

) . Any escalations in Project Cost (*Cost Overruns”) that comprise of non-pass through |
i R .. items under the tanff (“Neganve Cost Overruns™), the funding will be the exclusve

e ~ v liability of the Sponsors and no portion of the PF Facility can be utilised for funding
such costs. For Posiive Cost Overruny, the PF Facilities may be utilised for upto PKR
200 milbon. Post exhaustion of the PF Facilty and if required, the Sponsors can rase
funding for further Positive Cist Overruns outside this consormum to the extent of
100% of such costs secured through project assets on a pan passu basis either in the
form of equity injection or debt (max of 75%) or 2 combination of both. Such funding
can be unlized by the Project Company only post exhaustion of the PF Facility and
nat on erms supenior in any wa: (o those under the Pl Faciliry,

In order o contractually document these obligations, the Sponsors will execute and |
deliver a formal Project Fund. Agreement (“PFA”), in a form acceptable 10 the
Financiers. The PFA shall irrcvocably and unconditionally bind the Sponsors to
mectung upon first demand Base Equity (25% of the Total Project Cost as per the
Project Development Budget) i) Post exhaustion of PF Facility, 100% of Positve
,; Cost overruns (up to the agreed cap) of which 75% funds could be arranged from
T other financiers/banks obrained on similar terms and conditions as the PF Facility and
' : secured through the Security on pan passu basis with the Financiers (i) 100% of the |
S 3 Negative Cost Overruns up to tie agreed cap.

Pror o financial close and after consultation with the Financiers Engineer, the LAA

will agree on 4 reasonable cap for the Positive und Negative Cost Overrun support
required from Sponsors.

|
I
i The Sponsors may arrange to provide a standby letter of credit for Payment Service
! Reserve Account (the “PSRA ~BLC™), for the PSRA required balance. The PSRA
SBLC will be issued by bank(s acceptable to the 1.AAs and shall not be secured
I through assets specified as Secunty, within this document. The Obligor will open a
, Payment Service Reserve Accounit (“PSRA”) with the Agenr Bank wherein an amount
j equal to one installmear (principal + profit “the Required Balance™) will be made
! available. The PSRA Account will cither (i) be funded by the Obligor from its own
! sources at the end of the availab:lity perod, or (i) a PSRA SBLC will be posted by the
j
1

X -, Obligor in liew of funding of PSRA, or (i) through Project cash flows. Unil such time
~ that the PSRA 15 funded to the Required Balance under (i) above, the Sponsors will
Ja
E Il - Indicative Offer | es
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SUMMARY OF INDICATIVE TERMS AND CONDITIONS

»

| ;vmy—gu:n—;\;&: _(}—\}-:Lq;h an acceptable document (“Gu.aramce") up 10 the

amount of the Requited Balance. The Guarantee will reduce in proporoon m.rh.e .
{ funding of the PSRA through Project cash flows. For the nvmdfncc of doubr 1t is ;
stated that the Guarantee shall not be replenished in value (a) after it has been reduced
4 in accordance with provision of the immediately preceding sentence and (b) upon |
1 encashment. ;

77} The Sponsor’s obligations under the PFA shall be valid for a reasonabie Perind after '
.1 COD as specified in the PF\ and shall be secured by a mix of mcwt)cablc, ‘
1 unconditional first demand Bank Guarantees / SBLCs and Contractual commitment :
“1 from the Sponsors, contemylated by the Financiers under the Financing Documents
- and 1ssued by banks and firancial Institudons acceptable to the Financiers. Any cash |
injection already made in the Project, as duly venfied by Independent Auditors, shall i

I

|

1 also contribute towards mecring those obligations. Payment of excess debt subsequent
4 to true up of Tanff will be t:¢ exclustve oblization of the Sponsors and will be covered
in the PFA.

i

(PD)

Project Documents

-
|
N
N
;
i

i

|

A

19

The exhaustive list of Prower Documents will be finalized by Transaction Legal
Counsel; however would Likety 1o include withour limitation the following;:

1f applicable, any other agreement, document, deed, notice or certificare if

Any other documents that muy he required during the due diligence process

’
Encrgy Purchase .\greement (‘EPA™) between the Power Purchaser and the
Obligor relating ro the sale of energy produced by the Obligor #nd purchased
by the Power Purchaser;
FPC Contract (“EI'C") between the Obhgor and the EPC Contractor for the |
construction  of the Complex  and  guarantees/  warrantics procured |
thereunder, )
O&M- Agreement :*O&M”) berween the Operator and the Obligor relanng,
W the operation of the Project and guarantecs/ warrantes procured
thereunder;

Implementation Agrecment;
Direct Agreements.. !
Any Technical Services, spares, long term maintenance agreement(s) cte. as

" required;

Site Sub-Lease Agrcemeat berween the Obbgor and Lessor/ Owner of the
site, if applicable;

desigmated as such by the Consordum provided they have been executed by
the Obligor.

Cerufied Emission Registration Agreement (CERA) between the Obligor,
Power Purchaser and the Alernate Energy Development Board  (f
applicable).

The insurance policies required to be mainrained by the Obligor from time 10
time; :

Final \Lc;nch-ln—lctuzc will be finalized after due diligence and shall be shared by
* | LAAs on puri passu basis with Offshore Financiers however, the Facilites are likely t
be secured by:

t Project Cush flows:
First-ranking  exclusive assignment/mortgage  over receivables from NTDC

and/or any of their successors, assigns and transferces, due under the Energy
Purchase Agreement (“1.1PA™

First Ranking Exclusive assignment / mattgage under CERA (as permitted under
the CERA) (f applicable;

Page v April 28, 2011
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1

I

-r i - H
"1 B ien over and set-off rights in respect of all Project Accounts, as defined later in
-t . * ol .

this document .
Asngaments of Rights und Bew:'11s: i

®  Exclusive assgnment. morggage over FWE Ils rights and benefits under all ‘
Pinicc( Documcrils, including but not limited the GoP guanantee, the LA, EPA, :
O&M, EPC Contract and any performance guarantees warranues issued there |
under and any amendments therero. Assignments/mortgage will be  through
Direct .-\grccl:nvms between  Financiers and  counterparties 1o the Project
Documents

Assignment/mortgage over all rights and benefits of FWE 11 under any and all
Project insurances and cut-through agreements (if available) / clauses for i
reinsurance

"% Claims on Project Assets:

®  First ranking, hypothecinon charge over all movable assers (current and future) of :
IWE IT's, with a 25%. margin. Charge amount will be calculated by dividing the
PF Facilies Amount v 75%%. '
®  Exclusive equitable m rrgage over the leaschold rights in immovabk property on
which the Project will be established, with a 25% margin. Charge amount will be
calculated by dividing e PF Faciliies Arnount by 75%. i
1 Others:
®  The LC Facilities, shall additionally be secured by a lien on import documents
R ®  Lien on all Project Accounts of FWE 11 which are to be maintained as derailed in |
‘ ]l Project Accounts sectiom of this (ffer !
® Pledge of 51% Shares by Sponsors/ Directors of FWE 1]
-

PEA m be executed in favour of the Financiers prot to financial close.

LAAs may ar any time befor: 1he signing of the legal dvauments, amend the securily strudure, with
the mutual wonsent of Obligor. ! viwever, the Secursty mill be restricted 1o assets from within the Project
Compuny. Under no drcumsturr.es an snferior seunty will be acoeptable 1o the 1 AAs nmler this
| Sfadlity vz a viz: the Offsbare Fenanaers for the Project.

Insurance :

P

.| such natuce as reasonably advised by the Financiers Insurance Advisor. Any Insurance

The Project Company shall procure and maintn insurances customary for project of

Advisor appointed for the benefit of Financiers will be paid for by Obligor.

Project Conatruction
Terms 5 PR

-

- 1 the Secunty Trustee/Agent Bank.

I Project w0 be cunstructed under lump-sum, date-certain, turn-key basis contracy(s) with -
; an expenenced and known EPC company for such power projects. All contracts will
) be backed by performance und other guarantees and warranties appropnate for such
i

contracts offered by the counterparties to such agreements, and assignable in favour of

gr Project Mungeinent :
{ Terms -
1

Operation & Maintenance (O&M™) arrangements for the Project are to be with a
known and experienced ()&l company under an  arranpgement  backed by
petformance and other guarantees approprate for such contracts and assignable in
favour of the Securiry Trustee.

I-Finmcie.g-n’LEé;g.i;x:e.e‘t: o

5

e

The T.AA shall reguire the Project Company 1o appoint (as defined in the

.-)_l"‘ -

FWE II - Indicative Offer
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SUMMARY OF INDICATIVE [ERMS AND CONDITIONS

) ]m}‘\"t‘ln-l;'lib‘.l(l;b;l A.\A),:Vr\‘.::m-un‘l)v Ca the Project, at the Progect Company's own cosg, 2
“Fimanacrs LEogineer”, for the Senefit of the Financiers with munual consent nf the
Project Company. Ir should b nored that selecnon of rhe Financiers Engineer wil be
undertaken Ly the 1N and £ r wiich consubtation with the Projeet Company may be
requured. i

The scope of work of the Faancers Engneer wall wnclude, hur not be hinwred 1o,
ceratving project design, cor dacting site vistts, techmical feasibiliy and mput on
Finuncal Model o meet Be o required  operanng condinons, comfirming, the
reasonablencss of the ERC o aeact price m companson 10 norms for sumlar projects,
advasing/ commenung on O& 1 contractar and a full review of Project Documents.,

“The Prowet Company and 11 Comractor shall appoint a thrd parry “Project
Lagineer” under the EPC Cortict to approve payments to the EPC Conteactor and
monitor consteuction progres nd provide periodic reporting The Project Bnpinecr
and 15 scope of work will als s Le approved by the Financiers. The Project Linpineer -
shall be indenendent from the ~sonsars and the EPC Conrractor and shall be requred
to represent that they have no onthet of nterest with the Fmnanciers, i matters where
Financiers shall be rehung or her certificanons. Where there s dear conflict of
mrerest established by the I oasnaers, Fmanciers will have the nght 1o engage the
Finanaicrs” Engineer for sucs autters I there s disy

;reement over some aspect
berween the Project Engineer Y the Project Compant’s management, Financiers will
rely on the judgment of the be Couers’ Enganeer

The AN shall comsider a coswnon Financiers Fagineer for the purposes of this and
the Offshore Fnanciers” tacil - murnally acceptable to all parees

< The LAAS shall require Prop o Company™s 10 appomt through mutaal consent, at

Project Company’s own cost . tndependent Insurance Advisor unnl the tinar cal

close, and thereatter as and w0 requtred, tor the benefit of the financiers.

The Insurance Advisor will o vse the Fianaers on ssues mcluding, bur not hured
1o, the twpes aod wmounts ol oawances required separately dunnp the construenon
and operinons phases In . dinon, the Insurance Advisor will also advise the
Fmanciers oo the insurers/re - 1urers tor the transacuon.

The AN s aull conader a e indn Insurance Advisor for the purposes of ths and
the Ottshore Fuvnaens” fund: e zaciline it munaally aceeprable ro all parties.

' N - .
© The LAAs shall, wady prior codtaon with Projear Company, engapy for the benefit
o of Timanaers such lepad and o ter professional sermviaces fsuch as a Tax Advisor, \idir
; Firm ete) ws required. M ccosonable legal (local and mternauonal) and uthee
» professional service expenses; huarges, to be monally agreed, shall be bore by Project :
Company™s wod will be pavab .t actaad whether or not the transacnhon proceads to
sosigndture. Avpomnment of 3! such Advisors shall be subjecr 1o munal consent |
; between the AN und the Pro et Company ‘

CThe LAY shall negonare the ¢ sgement reems wath the service providers accordingly
nternavonal Legal Counsel v be appointed Iy the LAY ot any of the Proseet
- Docaments wre povernad by B~ other than Pakistan Law or opnions aie required on

marters. not. relanng o Pak an law bur are mareral tor protectng binancers’
intereses

The TANS shall consider o ¢ mman Tegdd and Other Protessional Advisors for the

purposes of this and the OF1 e Financiers” tunding facilio if mutually aceeptable 1
all parnes.

FCarly Purchuase of PF Facility 1 .o be muade five (3) vears atrer Comumercial ¢ Iperavons
Date (Le, 10" panapal maal wat thraugh 20 principal instalment; by ey thirny
_o (30) days puor worren nonice ¢ . the Agent Bank. Harly Purchase will only be alloveed

April 28, 2011
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i
|
A
i
t
|
i

i on a Profit l‘a_\n—'nzn; ‘date and 1n l;;;;-,x—nl_ r_r;ultiples of PKR 100 million at a buyowt ;

price which will be 0.15% of the Farly Purchase amount. Mandarory buyout cAlausc will
also be .included in the Paalty Documents in respect of certain insurance |
proceeds/compensation payments. Any Larly Purchase amounts shall be applicd in 1
the inverse order in which ther were due. x

{ Facilities to be advanced will e un the terms of and subject 10 the conditions of the |

Finance Documents and all other related financing documents, each in form and !
substance acceptable to the Finauciers (the “Finance Documents™). '

Conditions Precedent to Facility Effectiveness 1 be mutually agreed upon in the !

Finance Documents and shall include, but not be limited to, the following:

a.

- the Financiers

All authorizatons required by Project Company’s in connection with the
executon, delivery, validity or enforceability of the Finance Documents, the
granting of authority to an authorized officer or authonized officers to execute
and deliver the Finance Documents or any other document or notice in
connecuon therewith, and the performance of Project Company of all of its
obligations under the Friance Documents have been completed;

Execution and delivery of all documentadon required for a facility of this narure
in form and substance satisfactory to both the Financiers and Project Company.
Execution and delivery of all Project Documents o the sausfaction of the
Financicers, ’

Project Company’s Auditors shall have delivered 2 certificate evidencing the
amount of the Project Costs incurred prior to the first drawdown date (broken
down inro EPC and Noa EPC cost heads) together with independently certified
evidence as to their funding by the Sponsors/ Shareholders.  Such funding,
upon venficanon, shall be treared as equiry; Iurthermore, the Project Company
shall arrange for (a) Auditors certficate confirming that the enure Equity as per
the envisaged capital strucrure is esther paid 10 full (in the form of cash or spent
as part of pre-operation costs) or (b) firm corporate commitments/ or SBLCs /
or lien on Project Company’s cash deposits that are in form and substance
acceptable to Financier, from the Sponsors of the Project Company that the
funds would be made avalable on demand.

All approvals, certificanons and other consents required for execution of the
Project as required at anv mven time, by any of the regulatory , government and
any other appheable body, are in place and in form and substance acceptable ro

Execcution and delivers of 4 Project Funds Agreemenr (“PFA”), in form, |
substance and for amounts, acceptable to the Financiers dll the perod decided !
by the Financiers in the Finapcing Documents (as defined in the F.ncx}:yi
Purchase Agreement) that irrevocably and uncondinonally binds the Sponsors |
to meeting, upon first demand, any cash injections required to satisfy Project |
cost overruns subject te the agreed caps. :

1

Confunation by the Acent Bank that it has agreed with, and received from,
Project Company a financial model (the “Financial Model™), in form and |
substance acceptable to the Financiers through the Agent Bank, encapsulating
all relevant financial infi rmation pertaining to the Project including inter alia the !

esimated Project cost (as certfied by the Financier's Engineer), the agreed |
Project capital structure, the Project Development Budget and mulestone |
payments under the 1PC contract. A separate calculation for expected |
various project documents based on a variety of scenarios must be provided.
The Financial Model shall be frozen on or pror to the Facliry Effective Date
and shall thercafter he unbized to moniwr the construction and operation of the
Project.

i

'
i

Liquidated Damages pavable and receivable by the Project Company under the i

April 28, 2011
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{
R
1
|
l
{

i Other conditions precedent o be advised after due-diligence and included in the
E Finance Documents.

form and substance acc cptable to the Financiers;

Pro

ject Accounts

I'he Project Company shall open and maintain with the Agent, project accounts which
v shall include, but not be limited o:

Creation and pcrfcction"nf Secunty o the satisfaction of the Finanaers and
Financiers' Legal Counsdl,

All required insurances are in full force and effect as certified by the Financier’s
Insurance Advisor,

Compliance by Project « .ompany of all applicable SBP regulations;
Pledge of Sponsors” share: in FVE 11, in favour of Financiers,

Project Company will cnsure that all consents, approvals, registratons and |
authonizations, both gurernment and corporate, that are required to be in place,

are in place, and in full 1o1ce and effect prior to Drawdown; :

Receipt of a legal apinion from the legal counsel of the Project Company, i
confirming inter alia the validity, enforceability and binding effect of the
obligatons of Project Company under the Finance Documents, in form and
substance acceprable to the Financiers and the Financiers’ legul counsel;

Evidence (satisfactory to the LA\s) that the Offshore Financiers Facility is
cflective and available {or drawdown;

Receipr of a legal opuuon from the legal counsel of Project Company,
confirming inter alia the validity, enforceability and binding effect of the
oblyrations of all partics 10 the Project Documents / guarantees /performance
bonds ere: Project Company's legal counsel must be qualified to issue such
opinions in the jurisdicuon that guverns the relevant Project Document,

Receipt of a legal opinion from the legal counsel of the Financiers (Local &
Internutional both), contirming inter alia the vabidity, enforceability and binding '
cffect of the obligatons of Project Company under the Finance Documents, in

Project Company shal: cbuun, if required, a Facility ratng assigned by local :
credit rating entity accepeable to Financiers provided however, all costs of
procuring such rating and celating thereto will be bome by the Financiers;

Sansfactory opinion / 1cports by the following

1 Financier's tingincer
ii, Financier's [nsurance Advisor :
. Any other consulant as appointed by the Arrangers / Financiers |

related o the Project;

A Disbursement acenunt (the “Disbursement Account”) into which all loan
dishursement procecds are to be paid;
Revenue Account skall be npened to collect all revenues and receivables of
" the Project; ) i
Operatng Account shall be maintained for funding (Operating expenses for |
the Project; !
Insurance and compensation accounts (the “Insurance and Compensation !
Accounts”) into which all insurance proceeds, compensation amounts and |
liqudared damapes are to be paid; !
Obligor to apen a Payment Service Reserve Account (“PSRA”) with the !
Agent Bank wherein an amount equal to one instaliment (principal + profit |
“the Required Balance™) will be made available. The PSRA Account will !
. cither (1) be funded by the Oblipor from 1ts own sources at the end of the |
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T e abiliry pericd, of i) a PSRA SBLC will be posted by the Obligor in biew
! L - of funding of PSRA, < (i) through Projeet cash flows. Unal such ome that

! R the PSRA is funded to the Required Balance, the Sponsors will contracrually
- ' ! " puarantee through an acceptable document (‘Guarantee™) up 1o tl.'le amouat |
i of the Required Balance. The Guarantee will reduce 1a proportion to the :
' funding of the PSRA 'hiough Project cash flows. For the avoidance of QOubt :
: 1t is stated that the Guarantee shall not be n.:ph:nishcd in value (a) after it has
' . bheen reduced in accordance with provision of the immwediately preceding -
sentence and (b) upon encashment,

The PSRA, if required, will be topped up from fime to dme o cosure that at
all tiimes it contains 4+ balance equal to the upcoming perod’s amount of |
profit and principal pavments. The Obligor reserve the right, at their sole
discredon 1o opt for any of the opoons stated above for fulfilling t?u- '
Reyuired Balance warh the excepuon of option i) above which will require -
unanimous consent ot all Financiers.

. * A Payment Account 1*'PA™) shall be mamuined which will be gradually built
up with installments pnore to each profit and principal payment date such that
1t is equal to the upeonung installment (principal and profi) amount, duzing -
each six-monthly perod. The A will be reset to zem at cach profit and
prinapal payment dare, A

* A Mamtenance Reserce Account (“MRA”) Gf required) , 1in accordance with

the requirements laid out under the Energy Purchase \greement and as
advised by rthe Financiers Eogineer.

: The accounts named above skall be restricred for withdrawals. More accounts can be

. required to be established by the Fianciers after due diligence in the Financing
Documenis.

Events of Default ~ The Finance Agreements shali nclude Event of Default provisions, which shall jgve
5 ‘ ~: the Tananciers the right 1o vl the facibty in default and accelerate the facility |
o« repavment, if cerrin deseribod events oceur. ‘These events shall nclude, without
: hmuranon, the Obligor failure 1o Jepay any porton of the principal amount of the

fucdlity or to.make profit paymonts or 1o pay any of the fees associated with the faciliy -
i i on the agreed date, the Project Company's failure to be in complance with any of the |
| . : representanons or warrantes, the Project Company’s failure 10 act in compliance with
: | any of the covenants, the Project Company’s defaults on its other financial |
; commirments, and adverse changes in- circumsrances under or relanng w the Project |
! and Security Documents, r the conditions of the Project Company. Consequences for
¢ Events of Default and the ent'orcement rights of Financiers in relanon 1o such evenrs |
i shall be specified in the agreements and depending on the nature of the event, may
[ include stoppage of dividends.

Positive Covenants ; The posinve covenaats shall inclade wathout brutanon
]

a.  Compliance with all applicable laws, environmental and social requirements

i including but not binited v applicable standards and the terms of all relevane
consenrs,

Obrtaining and maintainin ull consents required in connection wath the Faciliry
Daocuments and the Project as and when required;

Using or procuring the plint and equpment that are used for their intended
purpose and in accordance with operauny instrucuons;

Mantwning all property, plint, maclunery and equipment in goad condition and
repar and replace parts thurcof, as required,

Mamtamuing PSRA and MRA as per the requirements laid out under section
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s

T ..... titled “Project :\ccuuma"‘:”k:;rcating, perfecting and maintuning the secunty

> . e
intended to be created in favour of the Financiers' and defend the Financiers
interests in the secunity,

f  Maintaining acceprable and adequate accounting, management and cost !
accounting systems and' books and records of account in accordance with !
International Financial Reporting Standards as adopted in Pakistan; i

; Compliance by Oblgor ar each Drawdown and thereafter throughout the 'l'enu{ of the i
PF Facilities with covenants (positive and negative) as set our in the Finance |
Documents including, but not lurated to:

2. Maintenance of the following ratos

( a. Debt Service Coverage Rauo

b, I'nance Life Coverage Ratio
¢.  Cutrent Ravo

i ‘The thresholds for the above and method of caleulaton shall be mutually |
i agreed based on the financial model and would be defined in the Finance !
! Doucuments;

b.  Total Debt: Fquity ratio of the Projects not to exceed 75:25 ar any’time during
the wnor of the PF Fachiics,

c. Any loan o the Compiny from the sponsors will remain unsecured and |
subordinated to financing fiom banks; i

d. Dividends can only be pal if the ratos and all other covenants are complied

i
i
{
!
!
i
1
i
! .
; with.
!

1

|

Any other covenants as detemuned and required after due-diligence, by the Financicrs
will be later incorporated in the Finance Documents.

The negative covenans shall indlude without limitations:

4. Without the prior consent of the Financiers, the Sponsors shall not create, incur,
assume or suffer to exist any encumbrance whatsoever upon or with respect to
the Security, which may rank superior o, or pari passu with the Security creared i
or to be created in favour of the Financial lnstrtions under the Security
Documents. However, the LAAs are cognizant of the fact that the Security shall
be shared berween the LA \s and Offshore Financiers on pad passu basis and
have no objections to this arangement;

b, The Sponsors shall not aher the rights attached to any of the Sponsor Shares;

c. The Prject Company shull not without the consent of the Financiers sell,
transfer or otherwise dispose of in one or more transactions, in the apgrepate, its
propertes;

d. There shall not be any merger, . bifurcation, division, domestication,
amalgamation, consolidat:on or any other form of reconstruction, reorganization
or rearrangement affecuny the corporate or legal character of the Pmject
Company, other than in the normal course of business and which dues not have
or is not likely ro have 4 material adverse effect on the ability of the Project
Company to pay the secured obligations;

€. The Project Company shull not transfer, relinquish or otherwise dispose of any

of s rghrs, titde, benetit or interest in, under or pursuant 1o the Project
Documents, except for assignment 1o the Financiers, or anising from default
_under the Implemenaation .\greement or the Energy Purchase Agreement

Page 12 April 28, 2011
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SUMMARY OF INDICATIVE FERMS AND CON DITIONS

‘ - T TAny other (pns-i‘t:iv»c" or neganve) covenants as determined and required after due-
: diligence, by the Financicrs will be later incorporated in the Finance Documents.

. Government Excise, . .
i Levies, Surcharges -

ety
tnriod

|
|

B

Obligor shall pay all excise, levies, samp duties, other duties or surcharges payable in
connection with the PF Facilin.

S it |

Out-of-p&:ket Expenses ;

! accommodarion, unliries, printing, advertisements, efc and all other amounts incurred

Obligor agrees to reimburse ur acrual all reasonable out-of-pucket expenses incurred, |
including but not limited business travel costs (business class for airfare),

in connection with all matters related to the PF Facility. However, this expense 1s
capped at PRR 1,000,000/-. Out-of-pocket expenses do not include fees pavable for
professional services of legal counsel, internanonal mmavels erc. or any other fcgs,
charges, taxes, levies, duties, surcharges or expenses explicitly highlighted heren.
These reimbursemnents will be Jue and payable on a monthly basis or on demand
duang the course of the P Lacbiry

Financiers may, enarely At its own cost and expense, sell down / assyn parncipanon |
of all or any part of the PF Fucdity, and otherwise transfer any portion of its rights and
obligations under the PF Facilty, at any point in time during the Tenor. Obligor will |
execute all such documents assmay be reasonably required and co-operate in all |
matters related o such sell downZassignment. :

B

If, on or pror to the signing of the Finance Documents, 1 Lead Advisors &
Artangers teasonable judgement there is any material advetse change in:

Any of the business, fin:ncial conditions, operatons, performance, pmperues, |
concession, consents or prospects of the Obligor,

Any circumstances, change or condition (including the continuation of any existing
condition) in the commercial bank, Joan syndication, financial or capirtal markers
‘generally *(as indicated hcrein ot otherwise)occurs and materially impairs  the
placement of the Facilines.

L.AAs shall have the aghr to 1encgodate the terms of their armangement hereof, or else,
return the mandate .

Lead Advisors 8 Arrangers 81411l have the nght at any time, prior to signing of Finance
Documents, to change any o: all of the tenns, structure, security, currency, sponsor
supports, tenor and prcng of the PI Facility if such changes are advisable 1n Lead
Advisors & Arrangers’ reasonhle judgement to ensure a successful placement of the 5
PF Facilitv (as determined 1v Lead Advisors & Arrangers). 1f Lead Advisors &
Arrangers determine such chuages are necessary, it will consult with the Obligor for a :
perind of up to 5 business d. v abour such changes. 1f the Obligor does not aceept :
such changes after such poiod, Lead Advisors & Arrangers will be entitled 1o
terminate its offer hereunder.

; i
|
; %
1 s
'! |
"Sell Down
. ' [
|
: 1
f ) 1|
| Material |
i Adverse Change !
' |
1
i |-
]
: |
|
‘ i
!
' i
| Macket Flex i
i
! oo
: 1
; j
: |
"Clear Market -

' Provision/Market Qut

wndividually or through 2 ¢ nsornum, unless they are a part of the Local Banks

J S,

The Obligor agrees that, ur ! the earlier to occur of (i) termmation of the offer
hereunder or (i) siming of 11e Faciliy Documents, it will not syndicate, arrempt to
syndicate, announce or authe.nize the announcement of the syndicanon, or engage in
discussions  concerning the -vadication of the facility in the commercial bank,
investment bank, non-bankiry finance company or capital markets of Pakisran, of a !
facility having the same teno: as Facilities without the prior written consent of Tead :
Advisors & Arrangers. Such ¢ msent shall nor be unreasonably withheld. !

The Obligur expressly agrec that no banks or financial institufions operaring in
Pakistan will be allowed t» provide financing faciliies 1o the Projects either |

Consornum.

age 3 April 28, 2011
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SUMMARY OF INDICATIVE TERMS AND CONDITIONS

Indemnification

The Obligor l\ercl;-);-il;—denu1iﬁx-:- a-mlhn—;ir;u to hold harmless Tead :\d\'?Surﬁ &
Arrangers and cach of its affibutes and each of thar respecuve u.fﬁcrrs, chfcctor.\. .
employees, agents, advisors and representatives (each an '.‘lindcmmly Party”) from
and against any and all clains, damages, losses, liabiliies, costs and expenses
(hereinafter collecavely referred ax “Claim™), joint or several, that may be mcurredi by ,
or awarded against any Indemnit:ed Party, in cach case arising out of or in connection
with or relating 10 the Offer or the PF Facilives except to the extent such Claim has
resulted trom such Indemnified urny's gross neghgence, error or willful misconduct.

Taxes and Payments "« The Obligor shall pay all excise, Jevies, stamp dunes, other duties or surcharges
required to be pad in counection with the PF Faciliry, or the Sgcuﬁl)’
Documents required in connecuon therewith. Al fees due under this Indicaove
Orter shall be grossed up tor Federal Excise Duty, at the rare prevalent at the
: ame of such paymenr.

. ‘In the event the Obhy i are required by any applicable law, 10 deduct any
tax from such pavment on fehalf of any of the LAAs / Financiers, the Oblgor
shall prowvide o the Agent Bank onginal copies of the tax challans, duly made
out 1n the name of each L.\ % / Financiers as apphicable, in respect of the tax so
deducted within a peniod ¢ tourteen (14) days from the date on which such
deduction 1s made by the Ollysor.

i . Nomathstanding the hove clise, if (a) the max advisors to the LAAs/
Financiers provides wotten ‘gl opinion at financial closing that the ©bligor are

"ot requited to wathhold, « - deduct any taxes on accounts of payments to be
tade o the LAAs/ Finar ciers under this arrangement, or (b) the LAAs/
Financiers provide an exempoon letter from the relevant taxation authoriry that
no withholding 1s fo be made on payments o the LAAs/ Financiers, the Obligor
shall be required to make a'! payments under these Indicative Offer withour any
setoff or counterclaim and free and clear of, and withour any deduction or
withholding for or an account of, any taxes, dunies, costs or expenses.

'

. In the evenr, one or nore of the LAAs/ Financiers are required o pay
; withholding tax in respect 10 the PF Facility, the Finance Documents and or any
Security created by the Ol or to secure the PF Facility above the rate prevalent
on the date of exccuton of “ae Indicative Offer, the Obligor shall retmburse the
whole amount of the @ax s paid by the 1.AAs/ Financiers, wathin a period of
seven (7) business davs of ro civing a demand from the LANs/ Financiers in this
respect.

Paymeats

: Subject to the applicable laws, P.ments of all dues under the offer will not be su bject -
" to counterclaim or setoff for, or He otherwise affected by, any claim or dispute relating )
; to any matter whatsoever and al. .uch pavment shall be made in immediately available
- free and clear funds without deiuction for or on account of any present or future
" charges, deductions or withholdiy . '
Governing Law *“The Facility documents will be covemed by and construed in accordance with the
Laws of the Islamue Republic of I'ikistan. '

! Other Conditions i L The Obligor shall comply irth State Bank of Pakistan’s Prudenual Repgulanons
i throughout the tenor of the Faciliy and any waivers / approvals required fram '
1 g - N N H
. SBP from ume to time are 1 rocured; '
i !

« 20 The Obligor shall restran from actions that could prejudice the nghts and -

. | S p .
: : seeurtty of the Financiers; i
i3 Sponsors nghts to amend their sharcholding n the Project Company to l)c%
1 . . - . . . - :
. - H finalised prior to tinancial vi se in consulration wirh Sponsors and AN, .
3 e ge , ) . . 1
' {4 The Faalides are subject 10 the LAN’s intemnal credit approval and satsfactory
i Financial and Legal docuny niation review:; :
;
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SUMMARY OF INDICATIVE TERMS AND CONDITIONS

]‘_6. CIB clearance to. be ol tained such that the Sponsors/ Company  are not
X .;:{ defaulters of any Bank/ 1 FI, :
{.7. Obligor to submit un-au. sted quarterly and half-year accounts within 90 days of !
quarter end and half-yea end respectively, and annual audited accounts within
120 days of the financia vear-ends to be avdited from any of the top six audit

f' firms; :
| : i
| Validity The terms and conditions mer 1oned herein are vahd up to May 3st, 2011 |
t Confidentiality “T'he contents of this term shee are {or your canfidential use only and that neither theic |
| !

cxistence nor the terms hercot will be disclosed by you to any person

END OF SUMMARY OF INDICATIVE 1S AND CONDITIONS
= o)

AN .\
» 4;\‘
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Islainic Republic of Pakistan

2nd Floor, OPF Building, G-5/2, Islamabad.
Ph: 9207200, 9205225 Fax: 9210215
E-mail: office @nepra.org.pk

No. NEPRA/R/PAR-04/NTDC-2005/3 3 o o J 30342006

Chief Executive Officer
Green Power (Pvt.) Limited
Ameejee Chambers
Campbell Street

Karachi 74200

Subject: Request of National Transmission & Despatch Co. Ltd. (NTDC) for acquiring
Power‘from M/s. Green Power (Pvt.) Ltd. (GPPL)

The Authority in its Regulatory Me=ting 06-034 held on February 03, 2006 considered

the power acquisition request of National T ransmission and Despatch Company Ltd. (NTDC).

2. The Authority has granted permiss:on to NTDC to procure power from M/s. GPPL to

the extent of SO MW. A copy of the Authority decision is attached herewith.

4" 19 w308,

(Mahjoob Abmad Mirza)

DA/as above.
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Dated February 03, 2006

DECISION OF THE AUTHORITY .REGULATORY MEETING 06-34 HELD ON

FEBRUARY 03, 2006 REGARDING POWER ACQUISITION REQUESTS BY NTDC TO
PROCURE POWER FROM M/s GREEN POWER LTD & M/s NEW PARK ENERGY

LTD.

‘The Authority considered all relevant aspects of the case and decided that:

‘Natiorial Transmission & Dispatch Company (NTDC) be allowed to
procure power from M/s (ireen Power Ltd, to the extent of 50 MW and
M/s New " Park Energy Ltc, to the extent of 49.5 MW. M/s Green Power
Ltd, and M/s New Park Energy Ltd. may apply for tarff under relevant
Rule 6 of NEPRA Genera:fon Licensing Rules, 2000. NTDC, M/s Green
Power Ltd, and M/s New Park Energy Ltd, may be informed accordingly.

PR
A= Wﬂw Al

(Abdul Rahim Khan) (Zafar Ali Khan)

.Member _ Member
: | L_/Sa@@
M WD | =
(Nasiruddin Ahmed) (Lt.Gen® Saeed uz Zafar)
Member Chairman

&) Kule ( o‘r Negre (Seraotion Liconse
- Kules Dooo .
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Government of Pakistan
Alternative Energy Development Board (AEDB)
3, Street No. 8, F-8/3, Islamabad.
Tel: 92 51 9262947-50, Fax: 92 51 9262977

v P
J/311/GPPLIO7 2" August 2011

Brig. (R) Rahat Khan

Project Director :

Foundation Wind Energy — Il Pvt. Ltd. (FWEPL)
Fauji Foundation Head Office, P&D D|v1S|on

68 Tipu Road, Chaklala

Rawalpindi.

Subject: PROVISIONAL APPROVAL OF FEASIBILITY STUDY

This refers to your commumcatlon dated August 26, 2011 regarding
the subject cited above.

2. AEDB acknowledges that the IPP has acquired the necessary
approvals of the Grid Interconnection study and IEE study from the relevant
- agencies. The approval of Feasibility study is linked with the following milestones;

Verification of Power Production Estimates from Risoe.
Approval of Grid Interconnection studies from NTDC
Approval of EIAIEE Study from EPA, Sindh

4 AEDB has lmtlated the process of verification of production estimates
through RISO. AEDB hereby provisionally accepts the feasibility study of the wind
power project . of M/s’FWEPL. The final approval of the feasibility study shall be

acc%Tdecﬁiased on the verification of power production estimates by RISO. M/s
FWEPL may however proceed ahead with the application of tariff to NEPRA.

, D
/() Ll
(Sy&d Ageel Hussain Jafri) -

- Deputy Director (Policy)
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Islamic Republic of Pakistan

No. NEPRA/R/PAR-04/NTDC-2005/ 33 &rp : I 3+ 6342006

Chief Exccutivg.Officer -,
Green Power (Pvt.) Limited
Ameejee Chambers
Campbell Street

Karachi 74200

Subject: 'Request of National Transmission & Despatch Co. Ltd. (NTDC) for acquiring
Power from M/s. Green Power (Pvt.) Ltd. (GPPL)

The Authority in its Regulatory Meeting 06-034 held on February 03, 2006 considered

the power acquisition request of National Transmission and Despatch Company Ltd. (NTDC).

2. The Authority has granted permission to NTDC to procure power from M/s. GPPL to
the extent of S0 MW. A copy of the Authority decision is attached herewith.

‘ | _ 4‘ 194308,

(Mahjoob Abmad Mirza)

DA/as above.
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2nd Floor, OPF Building, G-5/2, Islamabad.
Ph: 9207200, 9205225 Fax: 9210215
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Dated February 03, 2006

DECISION OF THE AUTHORITY REGULATORY MEETING 06-34 HELD ON
FEBRUARY 03, 2006 REGARDING POWER ACQUISITION REQUESTS BY NTDC TO
PROCURE POWER FROM M/s GREEN POWER LTD & M/s NEW PARK ENERGY

LTD.

The Authority considered ali relevant aspects of the case and decided that:

B —‘Nﬁ%@ﬁg‘f"ﬁ'ﬁ'ansm‘ission & Dispatch. Company (NTRC) be allowed to
procure power from M/s Green Power Ltd, to the extent of 50 MW and
M/s New Park Energy Ltd, to the extent of 49.5 MW. M/s Green Power
Ltd, and:M/s New Park Energy Ltd. may apply for tariff under relevant
- {Rule 6 of NEPRA Generatfon Licensing Rules, 2000. NTDC, M/s Green
Power Ltd, and M/s New Park Energy Ltd, may be informed accordingly.

A Mo

(Abdul Rahim Khan) (Zafar Ali Khan)
.Member Member
N L/W
Moo L Mo =
(Nasiruddin Ahmed) (Lt.Gen® Saeed uz Zafar)
Member Chairman

: @ QU&Q.Q D&- f\\Q—(rC- G'inr—c}n%'\ L‘CQABQ

Qu\,es = 000 .
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Renewable Energy for
Power Generation

~ (Small Hydro, Wind, and Solar Technologies)
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8.2 Genevral Incentives for RE Power Generators

The provisions stated below shall be made available to all qualifying
renewable energy- -based power projects falling under any of the
categories defined in Section 8.1 above.

8.2.1 Guaranteed Market: Mandatory Purchase of Electricity

It shall be mandatory for the power distribution utilities to buy all the
electricity offered to them by RE projects established in accordance with
the provusnons given in Section 8.2.2.

8.2.2 Grid Connect:on Off-take Voltage and Interface

Electricity shall be purchased from RE power producers at a voltage of
220 kV at the outgaing bus bar of the power station if the power station
is located within 70 km of an existing 220 kV transmission line, or at
132 kV if it is within 50 km of an existing 132 kV transmission line, or at
11 kV if it is within 5§ km of an existing 11 kV transmission line, or at
400V if it is within 1 km of a 400 V distribution feeder. The minimum

average power to be supplied in each case would be 1,250 kW/km,
250 kW/km, 100 kW/km, and 20 kW/km, respectively. The producer

may also undertake lo lay a new transmission line for connection with
the main electricity grid. The power purchase tariff determination will be
adjusted accordlngly for each of these options.

8.2. 3 Wheehng

RE power producers shall also be allowed to enter into direct (bilateral)
sales contracts with end-use customers. Under this arrangement, they
“would be allowed to sell all or a part of the power generated by them to
their direct customers, and the rest to the utility for general distribution.
For direct sales, they shall be required to pay ‘wheeling’ charges for the
“use of the - transmission .and/or distribution grid network used to
transport the power, from the plant to the purchaser. In practical terms,
the PP shall lnject electricity into the grid system at one point (subject
to the provnsaons in Section 8.2.2) and would be entitled to receive the
same amount at any other Iocallon (within the same distance from the
grid as the distance of the plant from the system) upon payment of a
correspondmg wheelmg charge, to be determined by NEPRA. This
wheelmg charge will reflect the ‘cost ‘of provndlng and maintaining the
transmission interconnection, lncludmg the energy losses suffered en

route, calculated ona utlhty-wude basis by NEPRA.

8 3 Specmc Incenllves for Grid-Connected RE IPPs

Specnf ¢ incentives are provided under this policy to renewable energy-
based independent power producers (IPPs) selling all generated

R . ol e

Policy for Development of Renewable Enugy for Power Generation, 2006 11
Government of Pakistan
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