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The Registrar l’d }1; >
National Electric Power Regulatory Authority (NEPRA) M * : It @\
OPF Building, — AD(mR)+ Fa TS N
Shahrah-e- Jamhuriat /Cb P
G-5/2 - M /F ‘:3)-] ’IL . Y
Islamabad. -y
Subject. TARIFF PETITION FOR 1.3 MW SAR HYDROPOWER PROJECT K
(PROJECT) AT MACHAI CANAL, MARDAN PAKISTAN Q
Dear Sir, - .
N
1. The letter of Interest (LO!) to conduct the feasibility study of the Project was issued to SAR '
Group (Pvt} Limited , by Sarhad Hydel Development Organization (SHYDO) under KPK N
Power Generation Policy, 2006.The Policy is mainly ithe adaption of Power Policy 2002 ™
announced by the Federal Government. A project company, SAR Energy (Pvt) Limited, 9
(Petitioner) has been formed to undertake the Project. ~
: T
~
2. Sponsors have conducted the feassbility study through reputable Consultants and the same —~
» o
L

has been approved by the Pane! of Experts.

~
»

3 This Tariff Petition is being submitted for the determination of Generation Tariff as per the
Guidelines for the Determination of Tarift announced by GOP and the * Mechanism for
Determination of Tariff for Hydropower Projects™ announced by NEPRA on 18" July, 2008.

The deficiencies pointed oul by your good office vide your letter No NEPRAJ/TRF-

4
205/SARGPL-2012/4519 i e. board resolution as well as the fee amount have been resoclved
and the present submission has taken care of the same.

5 it is respectfully submitted to the Authority to determine Generation Tariff for the Electricity

produced by the Project with due consideration to the assumption forming the basis of the

(/:J) OO'// (j -7/.(,

Petition.

[y
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Thanks and best regards
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Chief Exgcutive Offcer

107. NEW SHANMI ROAD PESHAWAR CANT L. PHE 091-5272354
Cell - 0300-9392308
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Matignal Electric Power Regulatory Authority (NEPRA)
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Subject Tarf Pelition for 1.3 Mw SAR Hydropower Project (Project) at Machai Canal, Maidan Pakintan

Pear Sir,

i The letter of Interest (LOI) to conduct the feasibility study of the Propact was sgiwed o =0
Group (Pwi) Limited , by Sarhad Hydel Development Organization (SHYDO) ucder KR Pz 27t oot
Policy 2006.The Policy is mainly the adoplion of Power Policy 2002 announced v the Fetar v

£ project company, SAR Energy (Pvt) Limited, (Petitioner) has been formed to uncenske 00 & o

2 Sponsors have conducted the feasibility study through reputable Consultants an tre same hins
pe=n approvad by the Panel of Experts.

3 This Tariff Petition is being submitted for the determination of 3eneration T rit as per ihs
* Guidelines for the Determinalion of Tariff announced by GOP and the " Mechanizm for Deterit n:tien of Tariff
for Hydiopower Projects” announced by NEPRA on 18" July,2008,

4. The deficiencies pointed out by your good office vide your letler iz NEPRA/TRE 2I8SARGEL
2012/4519 i.e. board resolution as well as the fee amount have been resotver and the pres =n: submission
has taken care of the same, ’

5. 1t is respectfully submitted lo the Authority to determine Generztion Tariff fc =g Flectioy
praduced by the Project with due consideration to the assumption forming the basis of the Fet

(Eyed Ma?har Ali Qasim) R
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THE NATIONAL ELECTRIC POWER REGULATORY AUTHORITY (NEPRA)

PETITION FOR THE DETERMINATION OF FEASIBILITY STAGE
GENERATION TARIFF

FOR A HYDROPOWER POWER PROJECT. (SAR Hydropower Project) OF
APPROX. 1.3 MW - GROSS

AT

MACHAI CANAL (Fall 17 & 18) District Mardan, Khyber Pakhtunkhwa

SAR ENERGY [PVT]) LIMITED
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GLOSSARY

Name / Term

Agreement Year

Capital Expenditure

Central Excise Duty

Commercial Operations Date

Consumer Price [ndex

Capacily Purchase Price

Calendar Year

Dependable Capactity

Distributed Control System

Economic Coorcdination
Committee

Environmental Impact
Assessmoent

Environmental Management
Plan

Environmental Protection

Agency
Engincering, Procurcment &

Construchion

L.

[

Nig

Abbreviation

O

Mol

MWh

NDT

NEO

NEPRA

NPCC

NTDC

O8d
OEM

PEPCO

PPra

PPin

PRI

RO

Name / Term
Maintenunce Quiage
Ministry of Finance
Mega Watt Hours

Non Destructive Testing
Net Electrical Quipul

National Electricity and Power

Regulatory Authority
National Power Control Center

Natiwonal Transmussion &

Despatch Company Lid.
Operation & Maintenance
Original Ecqqupment

Manufacturer

Pakistan Elcctric Power

Companv (P’rivate) Ltd.
Power Purchase Agreement

Private Power ancl

Infrastructure Board
Political Risk insurance

Return on Eguity
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T Epp Encrgy Purchase Price ROW Right of Way
SBP State Bank Of Paukistan
FBR Federal Board of Revenue SECP Sceurities and Exchange
Commission ol Pakistan
" Force Majeure S0 Scheduled Outage
s0p Standard Operating Procedures
el Government of Pakistan Lec Late Payment Charges
8T General Sales Tax LTSA Long Term Services Agrecment
A Implementation Agreement M Major Inspection
IDC Interest during Construction MIGA Multilateral Investment
Initial Environmental Guarantee Agency
IEE Examination -
1PPs Independen Power Producers Producers
KIBOR Karachi Inter-bank Offered  Rate
. Rate
L.C or LoC Letter of Credit
LDs Liguidated Damages
LIBOR London Inter-bank ()ffcrcid
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1. PROJECT BACKGROUND , HISTORY and Basis for the Petition

1.1 Sarhad Hydel Development Grganization (SHY DOy issucd Letter of Interest {(LOD No.
216-18/3HY DO/ DPP/SAR Group doted March 22, 2010 in favour of sponsors M/s SAR Group
to conduct feasibility study on MBC-17 (RD:72+472) & MBC-18 (RD: 74+085}.
1.2 The Sponsors prepared the feasibility under the guidance and supervision of SHYDO
/POE appointed by SHYDQO. Feasibulity study has been approved by the POE appotated by
SUHYDO.,  SHYVDO  conveyed  approval ol Feasibilbity  study vide  letter Nooo 240
47/SHYDO/DPP/SAR Group. Therefore the Sponsors would like to plead before the Authority
for the submission of Tariff Petition bascd on feasibiitty study approved by POE.
b.3 SAR Group , (the Sponsors) intend to develop the project on IPP model as per GOP Policy
for Power Generation Projects-2002 as adopted by Government ol Khyber Pakhtukhwa in Power
Policy -2006 on BOOT basis. Project Specific Company , SAR Encrgy (Pvt) Limited has boen
registered with SECP to undertake the project.
1.4 Under the Regulation of G(.:ncrutinn, Transmlvssiun and dstribution ol Electne Power Act
(Act No. XL) of 1997 (the “NEPRA Act”), the Authonty is mandated to determine tarills and other
terms and conditians for the supply of electricity through generation, transmission and
- distribution.
1.5 This Tariff Petition is being Iled befare Nateonal Electric Power Reguala l(.)r_\' Authority (the
“NEPRA” or the “Authority”) pursuant to Rule 3 of the NEPRA (Tariff Standards and Procedure)
Rules, 1998, read with paragraph 1.3 of the Guidelines for Determination of Tariff for
tndependent Power Producers issued by the Government of Pakistan i November 2005 and the
appheable provisions of the Governnwent of Pakistan’s Policy fur Power Generation Project, 2002
(the “2002 Power Policy™) as adopted by Government of Khyber Pakhiunkhwa vide Power Policy
2006 and any amendments as agreed with the Petitioner during detadled negotiations on the
Power Purchasce | Water use hcense and Implementation Agreements. The cost estimates
prescnted in the Tarifl Petition are based on the fact that the provisions of Mechanism for the

Determination of Taridf for Hydropower Projects-2008 shall be applicable

[&“'
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2. INTRODUCTION TO THE PROJECT

2.1 Name and Address of the Petitioner

Registered Office:

M/s SAR Encrgy (Pvt) Limited
House No. 107, New Shanmi Road

Peshawar

Business Address:

As above

2.2 Authorized Representatives of the Petitioner

Syed Mazhar Al Qasim Shah, Chiel Executive Ofhicer, SAR Encrgy (Pvt) Limited
2.3SAR Energy (Puvt.) Limited .

SAR Encrgy (vt Ltd (SEPL ) is a Private Limited Company, incorporated 1n Pakistan undcer
the Companies Ordinance, 1984, Its registered office is located 107, New Shami Road,
Peshawar. SEPL was formed to develop, design, construct own, posses, manage, and maintain
1.3 Mw  electric power generation plant at Machai Canal  wm Pakistan, and in connection
therewith to engage in the business of generation, transmission, sale, supply of electricity and to
do all and-cvcrything nccessary, suitable, proper, incidental or conducive to the accomplishment
of this object and to do every other act or thing incidental or appurtenant to or arising out ol or

connected with this object.
2.4 Financial Structure

The planned financing af the Project as through long-term debt (80%) and cquuy (20%). SAR
Energy (Pvt) Limited  Sharcholders will provide the equity Tor funding the Project. The Project
will utitize conventional and Islamic long-term debt raised through an optimal mix of avaitable

financing options. The currently contemplated financing structure is:

- rne-
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[ Capitai Cost | USD 5.038 million
2 Debt Equity ratio 80/20
3 Debt B [ UsSD 4.0303 million R
4 Equily - UsSD 1.0076 million

It is assumed that all the lending for the Project shall be arranged locally and the tarif! s
calculated on the basis of KIBOR plus a margin/spread of 4.5%. In case of any change In the
debt composition, the debt servicing component and the resultant Tariff shell Jae el
accordinglyv, as has been mentioned m the Determinations made by Authornny in case of various

ather projects.

In case, the sponsors are able to arrange lending for the project below the benchmark rate of
KIBOR plus 4.5%, the amount of the savings shall be shared between the sponsors and the

Power purchaser as per the GOP guidelines for the determination of Tarill in the following ratio:
Power Purchaser: Sponsor
60 : 40

The financing structure and the associated terms in this proposal/pettion are basced  on
responses received from the financial markets. In today's volatite market environment, it is
critical fur the Authority (NEPRA} to recognize that the financing structure and associated terms
are fully subject to adverse changes in the financial markets. This financing structure assumes
that full indexation for foreign exchange (for foreign loans, il any) and interest rate changes

related to the debt financing will be allowed under the tariff.

Development of Low HEAD Hydel Projects

The Energy Crises in the country demands an immediate reliel by adding, power supplies
in the national grid system. The power supplies il come through the hiydropower
development will be very promising for its environmental friendly status as well as its

cheaper rates.

The Low head hydropower development when compared to the high head projects are
less econontical but have the {ollowing advantages.
« The time [or planning and implementation s shorrer and thus can be pushed to
meet immediste needs.

«  Praject locations are nearer to the load centers.

010 Lee..
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e nfrastructure in the form of existing civil works and national grid in the ncar
vicinity reduces the main cost.

A catalyst in the economic development of remote areas in the form ol employment offered to the
locals, utilization of the local materials available for construction and other social & economical

aspects in the project area and around.

2.5 Benefits Associated With the Project

Must specifically, the following benefits associated with SAR Hydropower Project  will multiply
once the SAR Hydropower Project connects to the grid. The Project will provide much needed
electricity both for the province of KPK as well as strengthening the PESCO grid with reliable

power without any fuel cost. Other benefits are discussed below:-

2.5.1 Economical Tariff

SAR Hydropower Project will save approximately US$ 1,1 million annually based on the current
fucl prices and the exchange rate in terms of total bitlings to Power Purchaser based on actual
generation when compared to an existing comparable size generation Plant utlizing impocted
Fucet Oil as well as the additional Jogistucal issues with transferring oil upcountry in Pukistan.
With prevailing oil prices and proposed expansion, this benefit will substantially inceease,

.

2.5.2 Savings in Foreign Exchange

SAR's utilization of the hydel source within Pakistan not only benefits Power Purchaser but
also saves precious foreign exchange to the national economy in terms of lower fuel imports’
required for similar generation in oil-fired plants. SAR Hydropower Project will be an important
and valuabie assear for Pakistan. Even without a significant power shortage, the Plunt would be
expecied o be despatched at base toad in economic preference to virtually all of the oil-fired
thermal power stations in Pakistan. The Szw'ings to the national exchequer during the term of

PPA (30 years) based on current fuel price and exchange rates is USD 33 million
2.5.3 Environmental Friendly Operations

SAR Power Project will be environment friendly. The Environmental Impact Analysis confirms
that the Project  will cause no significant environmental impacts and no tand or population
retocations. The utilization of high efficiency low emission plant technology and the usc of the
extsting plant site are major contnibutors toward achicving minimal envirommental impact with

low wir emissions, and zero liquids discharges.

"1 frce -
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2.6 Synergies Associated with use of Existing Facilities

An addition of incremental capacity at the existing site along with other similar projects coming
online as well provides several synergies specifically considering readily available Tand, basic
infrustructure during construction; sceured construction site; cle. The immediate avatfability ot
fand alone is expected to save more than six months in the overall Project Development

Schedule, a benefit factored into the Project developmient timeline.

The number of interfaces and synergics are as follows o (1} land and access righis: (2) use ol

existing factlities;

2.6.1 Use of Land and Access Rights

SAR Hydropower Project will lease/obtain the main plant site from Irrigation department and be
granted full rights of access and usage. The negotiations for the lease of land are in progress
Company intends (o pay reasonable fease rental to the Gov. Terms and conditions of lease
agreement will be accounted for in the tarilf and project agreements, once agreed.

The Project will save uplront costs for land acquisition by developing the project on leased land

currently owned by irrigation department, Go KPR,

2.6.2 Permanent Roads, Extra Construction and Fences

As discussed above, SAR Hydropower Project will use the existing road to the main haghway,
and certain other toads, accordingly, by not constructing this infrastructure has resulted in
these costs not being assumed in the overall EPC costs for the project other than the internal

and connecting roads required for the expansion.

2.6.3 Long Term Services Agreement/ Spare Parts

SAR will sign a Long Term Services Agreement with the OEM to support the mainteniance of the
expansion. Costs and assumptions on the term and scope of this Agreement has been includeed
i the overall tariff for the project.

3. TARIFF PETITION

This Tariff Petibon is being submitied by SAR Encrgy (Private) Limited (heranalter the

“Petitioner”) to NEPRA for the 1.30 MW Gross low heiwd hydropower project. The detaits of the

project and casts are provided below,

— éﬂ‘ .
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3.1 Plant & Equipment Procurement /Civil Works

The Petitoner has based the Tariff calculations on the basis of the cost of Electromechanical
and Civil works as mentioned in the feasibility study duly approved. Since at the feasibility stage
it is very difficult to determine the exact EPC cost for hydropower projects, therefore NEPRA
upon the advice from ECC; issued Mechanism for the Determination of Tariff for Hydropower

Projects. Pertinent details are as follows:

Quote:
“COST VARIATIONS (ESCALATION, RESETTLEMENT AND GEOLOGICAL RISKj

[2CC of the Cabincet, through its decisian dated 23rd May 2007 had interaha, decided that:

“NEPRA should stop the practice of accepting EPC costs on the bastis of quotations etc.
Instead, they should base thelr determination on firm [non-reopen able) competitive price

duly tnitialed/ signed by the IPP/EPC contractors.”

The Sponsors of Hydel Projects canveyed that it is difficult for them to obtain a ftirm and linal
cost for hydropower projects at the feasibility stage due to their site specific nature, geological
risk, long construction period and environmental sensitivities, therefore, ahove mentioned ECC
decision is not workable. In order to expedite the implementation of private sector hvdropower

projects, the ECC through its decision dated 22nd January éUUH decided as under:
“The above decision regarding firm cost may not be applicable to hydropower Profects”

and that “Mechanism for determination of tariff for Hydropower Profects shall be issued

by NEPRA.”

NEPRA on 18th July 2008 has issucd a “Mechanism for Determination of Tariff for Hydropower
Projects” allowing the cost variations (Re-Opencers) 1o be adjusted at EPC stage and/or at the

Commercial Operation Date (COD). The Re-Openers allowed are as under:

Cost Variation due to geological conditions, limited to tunnel arca; Civil warks cost escalation,

and ; Resettlement costs.”

Unquote

Although expenience and market exposure has been utilized to estimate the EPC Cost vet il is
assumed that the Cost variations on account of the varsitions mentioned above shall be

aceounted for at the BPC and at COD and the Tarifl shall be adyasted accordinglv.

n13 i lie
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3.2 The objectives

The objectives being pursued during the preparation of specifications for EPC

s

!

dle

as follows:

v High plant efficicncy and fow operating cost;

v Ulilization of proven design directed toward extended plant life and total system
v Rclhability;

v Redundancy of specific system and control to assure a high degree of plant

v Availability;

v Operational Oexibility under various operating conditions; and

v Equipment layout lor easy nonmienance,

4. PROJECT COST

4.1 Cost Break-Up

Following is the break-up of the project costs:-

_ - R . e o P
R o i SR R RN T AROES | O
EPC Contract /Construction Cost 3.0279
Development Cosl 1.076
A by
mﬂﬂm fnsurance during Construction 0.041
Cost of loan arrangement 0.170
Interest During Construction (IDC) 0.596 L
Duties and Charges 0.114
Total Project Cost 5.026

4.2 EPCC Cost

The estimales given in the feasibility study provide an EPC cost of USS 3.0279 Million. The
break up is provided in Annexure B {Cost Estimates). Salient features of the Project/Complex
including varivus components of cvil warks as well as clectromechanical cquipment  arc
mentioned in Annexure A (Project Brieh. The hgure ncludes warranty spares provided under the

EPC.

14
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4.3.1 Development Cost

The cost comprises of the costs associated with prequalification, feasibility study, ficld
investigations, employer’s office expenses before financial close, Owner's Engincer |, technical
and financial advisors and sponser’s office expenses during construction phase. The details are

provided in Annexure B {Cost Estimates). The estimated figure is USD 1.076 million.

4.3.2 Insurance during Construction

insurance during construction has been assumed & 1.33% ol the EPC Price. Any variation will
be adjusted and the spansors will provide documentary evidence in case of increase in the

premium. The estimated figure 1s USD 0.041 million

4.3.3 Cost of loan arrangement

This cost comprises of the cost of due diligence by lenders, registration of documents and fees
for the advisors appointed by lendcers to the Project. The estimated figure is USD 0.170 million.
The details are given 1n Annexure B (Cost estimates). [t is pertinent to mention here that the
figure is 4.2 %% of the loan amount. It s requested that a cap of 5% of the loan amount may be
approved as has been allowed to other projects and the percentage amount should be hinked
with the loan amount to account for any variation in loan amount because of variation in EPC

price from that conceived herein.

4.3.4 Interest during Construction (IDC)

The estimated higure 1s USD 0.596 million. The IDC is caleulated based on a Construction period
of 32 mnnths. The interest rate used is KIBOR (10.50 %y plus a Spread af 4.5%. The IDC figure

shall be adjusted as per actual subject to provision of documentary evidence by the sponsors.

4.3.5 Duties and Other Charges

The estimated figure is USD 0.114 million. The number is arrived by the application of duties
5% on foreign enmponent of EPC for duties and 3% for port clearanve, handling and inland

transportation.

4.3.6 Cost of Letter of Credit.

The Company is obligated o provule an LC of USD 27.5 /kW of the Contract Capacity. In
addition lenders” would need an LC for the Cost overruns upto 25% of the Capital Cost ol the

Project. Likewise the Company shall provide LC's to Contrictors LC's for EPC and O&M

..
7015 '



SR foerovéPrivater Lonred
1\["![]]. f'r"fm "o . "’I’.t”.,.'(i. .UY

[ RN

Pttt BT GOl r g et Bretowe N E i

Contractor, The estimated amount is USD 50,000. Its cost has not been iix'cllu-(Alcd in the cost
estimates with the assumption that actual cost incurred on the provision of LCs would be

allowed subject to the provision of documentary evidence.

4.4 Tariff Structure & Summary

The Tariff is o two-part tarifl, comprising Capuactty and Encrgy charges, bascd on a
30 years term. This tanff will be incorporated into the PPA to be entered into in due course
between the Petinoner and CPPA/PESCO. The Project s being developed on BOOT basis and ot
the end of the Term of PPA, it will be handed over to the Government at a nonmitial price of Re 1

This  Tarill  Petition  coniains  detatled  assumpiions and  adjustment formulie whicl

will form pairt of Schedulde 1 to the PitA.
The capital structure of the Project 1s as follows:

Us$ Million

Total Project Cost 5.026

Project Debt 4.0200
Project Equity - 1.0051
Debt: Equity ratio 80 : 20

These numbers are based on the detailed assumptions stated in the appended assumptions and
. . P N . . .

stated elsewhere in this Petition. Change in the assumptions shall result in a change in these

numbers.  The proposed tarit? figures appended herein below are the resull of a detaled

“finaneial analysis and consideration of technical, commercial and legal aspects.

4.5 Energy Charges

The Encrgy Charge is based on the actual net electrical output measured in kWh, and consists

of:-

(1 Water Use Charges w Re 0.15/kWh
(1) Variable O&M component & Re.0.320 /kWh

4.6 Variable O&M

This component primartly includes {ubricant consuwimption, , consumables, imported  spare
parts to be chanpged on narmal scheduled maintenance and unscheduled maintenance.
Also, it includes spectalized technical services from manufacturer  doring maintenanee of the
Power Plant. The  cquipment has manufacturer-recommended overhauling schedales thar are
Lased o actual running hours. The actual tming of the major overhaul depends on the

dispateh provided to the Power Plant. The tarbines are expected 1o be made in Franee: therelore

N16 fee
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the spare parts and specialized technical services will be supplied from Europe. Based on the
aforesaid, the variable O&M  {foreign camponentj will be indexed 1o the European CPL This

tarill component will also be adjusted for currency indexation on a quarterly basis.

4.7.1 Non -Debt Capacity Component

This component represents the Fixed O&M costs (Foreign and Local), insurance, inancing cost
of working capital, return on equity, return on equily during construction and withholding tax.

A summary of the Capacity charges is provided below:

4.7.1.1 Fixed O&M Local and Foreign

The fixed Q&N component of the capacity payment represents the fixed costs ol all the staff for
O&M, Power Plant administration, sceurity, transportation, overheads, office costs, professional
fees such as audil, tax and legal, as well as some minor fixed operational costs such as
environmental monitoring, that do not change with dispatch levels. This also includes the

Insurance during operation period

4.7.1.2 ROE and ROEDC

Return on equity (ROE) and return on equity during construction (ROEDC) compriscs a return
on cquily invested giving Return on equity of 22% p.a and an IRR of 20.5"% nct after deduction
ol withhaolding tax. This is based on the fact that as per the Guidelines for the Determination of
Tariff for [PPs (November 20051, para 1.4 (¢} . it has been mentioned that IRR should be equial

yickd on 10 years PIB plus a premium of X% (o be determined by NEPRA.

For a simular project (Blue Star Energy Limited- 2 MW), the Authority allowed an IRR of [8%,.
The applicable yield in that case was 10.153% which means, a prermium of 7.85% .In case of SAR
Hydropower Project, applicable yicld on PIB is [2.7%. With the same premium as was allowed

for Blue Star, the IRR requested for approval is 20.5%)

Debt Component
The Debt component is caleulated with the ollowing assumptions

Debt is 80% of the Capital Cost of the Project (Including IDC).
Repayment in six monthly installments.

Grace period equal o the construction period (32 months after Financial Closce).

NN NS

Total amount of debt to be arranged from institutions at the beneh mark rute of KH3DR
{84 plus a spread of 4.5%.

v Debt to be repaid in 10 years aflter Commercial operations dale.
(i case there s any change in the assumptions, the debt service component and the Tarilt shall

be adjusted accordingly.

I
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Redemption of Equity

v
The Project is being developed on BOOT basis. As per the guidelines for the Tarifl Determinatian,
IPPs developed on BOOT basis are allowed cquity redemption after the completion of deht
servicing. The equily is redeemed in equal instaliments over the remaiming term of the PPA. The

exchange rate variation shall be allowed in the amount of equity redecmed.

1.ADJUSTMENTS After Finalization of EPC and at COD for EPC Cost .

After the tmahzation of EPC, Adiustnent in EPC price shall be made as per the actual numbers
in accordance with the mechuanisin lor Determmaton of Tariff | mentioned at para 3.1 above,
The agreed cost shall be further adjusted for reopeners at the time of COD in accordance with

the mechanism mentioned at para 3.1 above.

2. ADJUSTMENTS AT COMMERCIAL OPERATIONS DATE

Total US Dollar Project Cost shall be updated at COD. Debt service, Return on Equity and
Return on Equity during Construction shall be adjusted on account of actual variation in debt
and equity drawdawn, actual interest during construction and [inancing costs/fees, actual
custam dutics and taxes and Insurance during Construction. Once adjusted, the Debt service,
Return o.n Equity and Return on Equity during Construction shall be updated accordingly and
the relevant Capacity Charges calculated thereon.

The relevant reference tariff components shall be adjusted at COD on account of variation in

US$/PRR parily.

3. MODIFICATION / ADDITIONS TO BE TREATED AS PASS THROUGH

The monetary impact of all or any modifications or additions required by the Power Purchaser

that are not considered in the Project shall be treated as pass-through.
4. ESCALATIONS AND INDEXATIONS

Aflter the COD, the tariff tables provided will be indexed to factors as described above and the

Reference Exchange Rates. The details are provided herein below:
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5.1 Inflation Factors

'l‘ln:/l’oll(m'ing components are subject o inflation  factors

Water Use Charges Pakistan WPI

ROE/ ROEDC/

S b
Withholding tux UsS CPI

Variable O&M - Local Pakistan WPI

Vauriable Od&M -
Foreign

Fixed O&M - Local

Europcean CPI/US CPI

Pakistan WP

Fixed Q&M - Foreign

Eurepean CPHUS CPI

5.2 Currency Indexation

The following components are subject to exchange rate indexation. The Reference Exchange

Rates are 91.30 PKR/1 USS, 1.41 US$/1 € and 130.4 PKR/1 €.

Variable O&M - Foreign PKR/ Euro and USD cxchange rate

Fixed O&M - Fareign PKR/€ and USD exchange rate

PKR/US$ and on the basis of actual
nsurance payment

Insurange

ROE /ROEDC PKR/US$ exchange rate

Withholding tax @7.5%
Foreign Lean principal

Foreign Loan interest

PRR/US$ exchange rate
PKR/USS$ exchange rate

PKR/US$ exchange rate

5.3 Interest Rate Indexation

The following components are subject to interest rate indexation:

Financing 3 months KIBOR+ 4.5%
cost on
waorking
capital

Interest 6émonths KIBOR+ 4.5%
Charge Local
Interest B months LIBOR + 4.5%
Charpe

o019 for
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6. Assumptions -

1. Anticipated average mean site condilions, used in calculation, for the net output and heat

rate are:

- Annual Plant Factor -65%
- Installed Capacity -1.3 MW
- Auxiliary Consumption -0.039 MW

- Contract Capacity -1.261 MW

| Construction period of 32 months has been assumed  as onvisaped in the feasibility
study..
l. Every maintenance cycle shall be as per manufacturer’s reconmmendations.

2. Output degradation curve from the manufacturer and EPC contractor shall be applicd
to adjust the Capacity Cost component of the tariff,

3. Power Purchaser shall be responsible for linancing, constructing, opcrating and
maintaining the interconnection to the grid and the clectronic communication
equipment. However the cost of transmission line has been included in the cost
estimates based on information provided by PESCO . The variation in the estimates
consicdered in the Petition ancd .

1. Aolerance of +1.57%0 in dispatch is assumed.

5. Reference exchange rate {PKR/US$) is taken PKR 91.30/US3$ and
US$tL.41/Euro..

b. The tariff dovs not incorporate any inflation.

7. No cost of utilizing NTDC telecom media is assumed, Any costs incurred with
regards thereto shall be treated as ‘pass through'

8. Main energy meter, CT's and PT's  and clectronic recorder [or cuntinuous
recording of readings will be provided by NTDC at its own cost.

9, The Tarilf shall be adjusted for the actual insurance costs.

Payments from Power Purchaser have been assumed as follows:
70% of Capacity Payment will be paid on or before 30th day af the month following
the day invoice is received by Power Purchaser

- 30 ol Capacity Payment will be invoiced on first day of next month and will be

paid on or bhefore 30th day ollowing the dov invoice s received by Power Purchaser

=—

V1V Jece.
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10.

12.

14.

- 1004 of EPP and taxces will be paid on 24th day of subsequent month..

- All other pass-through items will be paid on or before 30th day following the day
invoice is received by Power Purchaser.

Project contingency/debt service/O&M/maintenance reserves are not inctuded in

tarill calculations. Il rcquired by lenders, these shall be adjusted in the tariff. It

has been assumed that Lenders will accept tetter of eredit to satisfy debt service

reserve requirement. However, if the lenders would ultimately require cash io

fulfitl this requirement, the costs and tarill will be adjusted accordingly.

7. 5%, withholding income tax has been assumed as pass-through [(not mentioned
p B

in Tarill 1able) and will be bitled on dividend distributions accordingly..

No tax on payments to be made to the EPC contractor has been assumed. Any
withholding tax, if levied, shall be a “pass through™ to the Power Purchaser and
will be reimbursed on a monthly basis. Any delay in making payment will carry

interest and will be rcimbursed by Power Purchaser.

Custom dutics on imported plant and equipment arc assumed to be 5%,
Numbers will be trued up to actual at COB. Any change in the custom duties or
any other duty or tax on import of equipment and material will be ‘pass through’

to the Power Purchaser.

Sales Tax on purchase of materials and services alter COD by the company has
been assumed as fully adjustable against the sales tax on generation and sale of
eleetricity by the Petitioner. If sales tax paid cannot be adjusted, it will be a
pass-througﬁ to the Power Purchaser under the PPA. Sales Tax or any o.lhcr
taxes paid on services, cquipmcnl‘purchascd or imported before COD has also

not been assumed.

No tax has been assumed on in-house consumption of the electricity.

No taxes / levies / charges ete. on eonstruction / maintenance / operation of the
plant and use of dicsel [ gas / clectricity at the plant have been factored in the
tariff calculation.

The tariff table shatl be updated at COD in order to correet the tarilf according

to the prevailing CPH, WPI, KIBOR, LIBOR and cxchunge rates (PRKR/US$ and
US$E/ € and PKR / €).

n21 fuc
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I

Actual equity investment profife will be used to up date Return on Equity During

Construction, at the time of CQD.

Actual IDC, using the actual spread above KIBOR and LIBOR, will be uscd to
update the capital cost at COD  Any assumptions on commitment fees, upfront
feces, arranger costs and similar charges assumed in the funding plan including

PRI, ete will be adjusted at financial close.

Funding cost of standby equity and debt has not been assumed Any benefit /
concession  provided to any other PP shali also be provided to  the
pelitioner. Nu cost of LCs has been assumed and any cost thercon shall be Puass
through.

it 1s assumed that there will be no income tax, corporate or personal minimum
tax or any local/provincial taxes / levies / surcharges etc. Any such taxes will
be pass through. No paymenis on account of Workers Welfare Fund, Workers
Profit Participation Fund, presumptive tax/ turnover tax, sales tax, excise duty
or other duty, levy, charge, surcharge or other government imposition (;f a like
nature (inctuding withaut timitation, export tax, octroi) have been assumed and
same shall be recovered as a Pass-Through Item whenever and wherever payabie
by the project within 30 days. Zakt: For so long as the majority of the
sharcholders of the Company are non Muslims or non-residents of Pakistan, the
Zakat and Ushr Ordinance, 1980, as may be amended {from time to time, shall
not apply to the Company and the GOP shall exempt the Company from the
payment of Zakat. The Zakat and Ushr Ordinance, 1980, as may be amended
from time to time, shall not apply to shareholders of the Company who are not
Muslims or are not residents of Pakistan and such shareholders shall be exempt

from the payment of Zakat on dividends paid by the Company.

Any exchange losses on foreign currency loans as a result of devaluation of
Reference Exchange Rates shall be capitalized as part of Fixed Assets, In case
exchange losses are required to be expensed off in Profit & Loss, any
conscquential impact on revenues, costs and equity IRR shall be reflected in

tarifl accordingly.

Any change in applicable accouniting standards which tmpact revenuces, costs

and equity IRR shall be reftected in tariff aecordingly.

10" custom duty and central excise has been assumed on purchasce of sparc

parts after COD. Any excess duties and/ or taxes levied on sparce parts shall be a

frce.
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“pass through” tu the Power Purchascr and will be reimbursed on a monihly
basis. -

25. Stamp duty and registration {ec 1% has been assumed on principat amount of
debr assuming that it wilt be registered in Islamabad and GOP will grant its
consent to a consolidated 1% cost. In case, GOP does not provide its consent for

% consolidated cost or it is required to be stamped and registered in the
province of KPK then all incremental costs will be a pass-through to the Power
Purchaser.”

26. Land leasce rental is under negotiations with the concernced government
authorities. Terms and conditions of lcase arrangement shall be treated as per
actual in the project agreements and tarill,

27. During the Term, the Lenders and, as applicable, PRI providers, shall not be
subject to taxation (or withhelding of tax) in Pakistan on their income [rom
mark-up, interest, and PRl premium in respect of moncy borrowed or debt
incurred by the Company for purposcs of the Project or a Restoration of the
Plant and lrom any other linancing (including short-term, bridge, working capital
and permanent financing [lecilities) provided to the Company for the Project

pursuant to the Financing Documents.

The foregoing tariff petition is most respectfully submitted for and on behalf of the

Petitioner: .

Signature of the Competent Authority representing Company

{Syed Mazhar All Qasim)

Date: June 23, 2012
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SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
Company Registration Office
PESHAWAR

ACKNOWLEDGEMENT OF FILING
{See-regulation-13 (1))

No. JR-PS11/0080345/5325 ] 4 0 22/ ¢e . Dated: 27.06.2012

In the matter of SAR ENERGY (PRIVATE) LIMITED - 107, NEW
SHAMI ROAD, PESHAWAR CANTT PESHAWAR, KHYBER
PAKHTUNKHWA

The receipt of the under mentioned document(s) filed, registered and
rccorded pursuant to the provisions of the Companies Ordinance, 1984(XLVII of 1984),
is hereby acknowledged.

Memorandum of Association dated 22.06.2012

Articles of Association dated 22.06.2012

Form 1 Declaration of Applicant for Incorporation daicd
22.06.2012

Form 21 Noticc of Situation of Registered Office dated 22.06.2012
Form 29 Particulars of Directors dated 22.06.2012

{Saceddllah Khan)
" Joint Registrar of Companics
& st Floor, State Life Building, The Mall,
' Peshawar Cantt.




{\‘V O REAH T r N
Do P

i ﬁ‘ﬁ

SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
COMPANY REGISTRATION OFFICL
(PESHAWAR)

CERTIFICATE OF INCORPORATION
[Under section 32 of the Companies Ordinance, 1984 (XLVII of 1984)]

Corporate Universal [dentification No. 0080345

[ hercby certify that SAR ENERGY (PRIVATE) LIMITED is this

day incorporated under the Companics Ofciinancc, 1984 (XLVII of 1984) and that

the company ts limited by shares.

Given under my hand at Peshawar this 27" day of June Two

i

Q] {1 Thousand and Twelve.

Fee Rs. 10,000/-

(Sacedullah Khan)
Joint Registrar of Companics
Peshawar
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Gmdelmes

“"°"Determ|nat|on
FTariffror

Independent Power Producers
(lPPs)- |

Ministry of Water & Power
Government of Pakistan




1.3

1.4

ih) NEFRA should give upfront tariff separately for each

Q)

cl

technology e.g CC plants, conventonal steam and
diesel engines after accounting for the financial issues
of ROE interes! rate eto.

Negotiation for Tariff — Avoidance of Multiplicity
of Entities and Stages of Negotiations

M an PP aashies W sutnnt an un-solaited b accarding
to power palicy of 2002 and wants o seltle tarifl
through negotiations, NEPRA should determine the
tanff in consultaton with the PP and the power

PUCRASATS,

Financial Assumptions Parameters for
Determination of Tariff (upfront or negotiated tariff

It 15 proposed that following prnoiples be adoptod

Tarill should pe determinad aliowing reasonable
Internal Rate of Returas (IRR) an cyuity mvestiment

IRR be caiculated aver the life of the implementation
agreement! starting lrom the date of constructon start

{r ¢ start of paviments o cantractorst.

IRR shou'd be egual 10 the long-tenm inlerest rates
based on auction of ien year PIB held dunng the tast

Lo 029



AT AT
/’L.‘///; —-/1[ I i e

ey

National Flectric Power Regulatory Authority

MECHANISM FOR DETERMINATION OF TARIFF FOR HYDROPOWER PROJECTS

Prexmble

Conseratve estimates show total hydroelectric potential in the country to be 45000 MW. This consists
of all caiepories of hydropower plants, mcluding storage-based, run of the river, high head and low head
schentes i the mountainous regions, as well as on rivers and canals in the plains. The present installed

hydrocletric capacity of 6,608 MW amounts to less than 15% of the dentified potential.

The present shortage and future growth in elzctricity not only requires induction of new power plants in
immediate terms but additional capacity is also needed over medium to long term horizon. Hydroefectric

being a rznewable form of energy is cerainly recognized as one of the most atiractive options for the
future supply mix.

Due to their unique nature however, hydropower plants present a number of risks which may be seen as

hurdles by the prospective investors to invest in hydropower plants relative to investing in other forms of
electricity generation.

Cost uncertainty is one of such areas which may render National Electric Power Rewulatory Authority
¢ NEI’R&“) tariff determinations ineffective. While recognizing cost uncertainty as a genuine problem
NEPRA in order to remove such ambiguities, has developed a mechanism (“Mechanism™) which
provides for determination of tarifl and subsequent adjustments at different stages of hydropower project

development. In this respect three distinct stages have been identified when costs may differ. These costs
are;

2

(1) Feasibility Level Costs : .
(i) EPC Level Costs

(1) Final Costs which shall be no later than the Comnmercial Operation Date (*“COD™)

The Mechanism prd\}'n-dts for NEPRA" tariff determination based on costs at feasibility study stage and

then at EPC stage, adjustable at COD to reflect those changes which have been permitted in the
Mechanism.

The fallowing szotiens describz MEPRA's Mechanism for determination of wsilt for hydropowsr

projects:- )
TARTI
General
2. lurpose:- The purpose of this document is fo provide a uniform, transparent, objective and

prediciable Mechanism and to remove ambiguities, that the sponsors of hydel projects andfor project
companizs, power procurers and powver purchasers might have about the steps to be employed by NEPRA
in detennination of tariff of hydropower projects. This document shall not be read in @ manner which
underminzs or over-rides any provision of MEPRA Act, Rules, Regulations and other applicable
docunient; and in case of any conflict between this document and the NEPRA laws, the latter shall
prevail avee the former.

Applicability: - This Mechanism is available o all hydro lizensee or Applicants for generation
feenie broconslructing, owating, operaing of managing of hydro generation Nacilinis

with the solc
puipose of power generation, withtn the jurisdiction of NEPRA.

Moo\
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1.

Definitions: - For the ease of undenstanding, key words used in the Mechanism have been

Jefad Tor @ constetent interpretion. 1hese defintions shall not be read to sulbstitute or replace the
meaning aisigned o them in MEPRA Act, Rules and Regulations,

(")

(b)

()

(M)

(n

(2]

(S

“Act” means Reaulation of Generatian, Transmission and Distribution of Cleciric Mower Act
(XL) ol 1997, as wnended Trom time to tinie,

“Applicant™ means project sponsars or project companizs or hydro licensee for projects located
in Pakistan and power purchaser or procurer {or projects located outside the jurisdiction of
MEPRA Act who have liled a petition {or tarifl d2tennination under NEPRA laus,

“Feasibility Study™ means feasibility study conducted in accordance with Section-5 of this
Mechanism, in the form and manner acceptable to NEPRA, and, where applicable, approved by

the Panel of Experts of Private Power and Infrastructure Board (PPIB) in pursuance of Policy tor
Power Generation Projects, 2002,

“ECC Decision™ means the decision of the Economic Coordination Committee of the Cabinet
(ECC) dated 22 January 2008, anachied here as Annex.

“NEPRA Laws” means the NEPRA Act and Rules and Regulations framed thereunder,
gether with codes and documents approved by NEPRA. ‘

“Panel of Experts™ means consultant(s) or a 12am of expens appointed by PPIB or other

rzlevant agency to monitor and approve Feasibility Study in respect of the project tor which
apphicant has fited wariff petition,

“Tariff Reopeners™ means related costs ol project components as identified in the Feasibility
Swdy, which shall, unless approved othenwise, limited 1o the following;

- Cost variation due to geological conditions, limited to tunnel arca; .

. Civil works cost escalation, and;

- - Reszttlement costs.

“Terms ol Reference” means the t2rms ol referznes for conducting Feasibilin Study of hydel
projuct '

cCommercinl Operations Date (COB)Y” — As dzfined under the standard Power Purchase
Agreement (PPA) caleulated [ to be determined on a case to case basis | Months from the

Finanaial Closing, as such date may be extended pursuant to the terms of PPA or by reason of a
Force Mujeure Event.

PART I
Procedural Reéguirentents
Feasibility Stage
This is the frst staes foroseen in tie Mechanisnu lor a weitt based on the Feasibility Study ol the
prajeck.

Filine of Application Tor Lacilffs The appdicoand Voraqmiend 1o Iibe wopetition beline NP o
Jotenmination of i tact T in a form o moneeer s requast under the NMEPRA Laws,
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]

Completeness of Feasibility Study:- () MEPRA wiil accept only such Feasibility Study which
is complete and accurate and, where applicable, supported witle @ duly sigied St.’l‘!cmcn; b (he
Pancl of Experts about the quality of the Feasibiloy Study and Pﬂrh:nnc‘l h‘”.H\IHL. N
international practices while satisfying the Terms ol Reference and the nlurmation rc‘quircd
under Schiedule HH o MEPRA (Apphicaton and Modilication Procedure Regalation, 1999) (b) In
aldition to pertinent informatinn, the Feasibility Study must include:

m ftem-wise break down of major components of the project, Bill of Quantitics
(BOQ) and corresponding cosls, capacity anid energy data and lnriﬁ‘lablcl(s).
(i) A detailed implementation schedute and payment schedule during construction.

(iii)  Details of Tarift Reopeacrs,

(<) tFor clarity, following format may be used to show relevant costs and quantities 190 work out
final cost break-down. Other fonmats can also be used, with the objective to demonstrate
transparently the costs and corresponding quantities;

Mo. [tem Total Cost in US 3 ] )

Local | Forcien | Toal

A Civil Works

A-l Intake —
A2 | Tunnels ({{applicable)
A3 Power house N
A4 Penstock :
... | Tail raze -
...... Roads

B Hydraulic Steel Structure, M&E Works with all
sub-items

C Engineerine and Supervision

D Adiministration costs if any

t Resettfement and Mitieation iFapplicable
F

G

interest During construction
Debt and Equity and Financing coslis
H Other ilems

(4) Corresponding tabies of above shall also include quantities in respeet of each of the major
sicuctures and unit rates for them.

(¢) Feasibility Study shall include, among other refevant information, complete details of the
gco[cgjl‘lnlca1 mvcshgam.)nls cnr{md out and the conclusions amived at reparding the nalure,
quantitics and eharacteristics of underground rocks or soils along the tunnel. The repart shall
includte a comprehensive classification of the expected rocks or sails.

(1) Feasibility Study shall clearty inchude, among other selevant nformation, formubie based an
which the Applicant have arrived at unit rates lor various activitics such as soil excavation, rock

N . = . - ) ’ o :
axeasation, 111, ninderernnnd excavating, reialarzement e Calenlatians s Foma | are incladedd
by way ef exaunple For tusnzl eseas aton, and other fonnats may bz used in the Feasibibity Study
docnient. A seheduls of wit rates

arcomstructing e taoasl i thie zone of each closilsation
sloald I"l_’ ;m et \‘:




33 Recommendations of Provinces: Belore determining a toetl?, NEPRA will invite comenents and
consider recommendations of the respective province in which the proposed project s located, as
required under Scction 7(5) of the Act, includiny comments on resettlment costs and where
apptizable Lind costs claimed by the Applicant for resettlemient,

6 Enginecring, Procurement and Construction (EPC) Stupe:
All the applicants passessing NEPRA's determined tariff on feasibility costs shall be required to
fil: a tanfl petition based on EPC Costs in terms of NEPRA Tariff Standards and Procedure
Rules-1993, if they wish to seck revision in tasiff on the basis of EPC. NEPRA will allow such
adjustments as showa in PART I herebelow, provided that the Applicant substantiates its costs
o MEPRA’s satisfaction preferably in the form of EPC contracts and/or in a form and manner as
determined by the Authority.

While determining tarifl;

NEPRA may carry out detailed prudence of costs however, if the Applicant supports its
petition by providing competitive bids from a number of reputable contractors, NEPRA
may accept the lowesl of bids without going in to detailed prudence exercise.
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7. Commercial Operation Date (COD): Upon filing of an application for adjustnent at COD in
tenms of NEPRA tariff determination, NEPRA wiil allow adjustments as elaborated under PART
1.

PART IH!
Tarifl Adjustiments
3 Need for Adjustment

" Recosnizing that construction costs of hydel projects caanot be lirmed till construction complete dare
NU’I\\ “.II treat such nmcnamne; by allowing adJuslanh 1o dlﬂlrenl propu componcnh and

:IlU\\)Llill&.fL!H slUJU)III\L"I), \‘-Ill(..l'l \Vill UL ativwed D)’ Nll] WAL

8.1 Adjustents at EPC stage: CPC level costs are understood to be based on imerz 2xtensive
investigations and as a result the nature anil scope of work, specifically for the underground wnneling is
relatively better known than that at the teasibility level Similarly costs attributable o Mechanical and
Electrical Works (M&E Works) and hydraulic steel structure are considered firnt at this stage. Pursuant
o LCLs decision (Annex), ses whare applicable, NEPRA will altow the following adjustmeznts;

(i Cost wariation due 1o geviogy in the mnnel(s): (1) the construction cost of tunnel will be
subject to variation due to geological conditions caanfirmed at EI'C stage. The cost variation may
he either doe taunin rate for eseatations allewed or chanwes due o diftferent classitication ot rocks
eb (b)Y The ovaal! quastitics (feagih) of
el shall not be allowed to vary unlass a kg inthe desion, wherever apphicable i3 approsed

cnaunteced i those comatdered ot the | Fansthilits o
b the Pasel ol Expernts.

POTOM EH shosas tspiad warb o ol contyvan v gdue Logsaten ol mnneli )
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I Civii Worls cus! esad
[

the date appm‘.:(l by MEPEA when ot detzom
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aad the tactl to a date approved by NEPRA. Mo
revision 1n the quantitics worked out at feasibiliny lovel shall be allowed. Typizal working of civil

works cost escalation is shown in FORDUIY.

(1) Cost variation in Hydraulic Steel Stracture and M&E worlss: The costs includsd in
derernsining the TurifE shall be adjusted 1o allow costs in EPC contract(s).

§2  Adjustmentat COL:

) Cost variation due to gealozy in o innacl(s): Finad revision in costs (arrived after
EPC contracts) mav bz allaw il ol TOD for variation in classification of soil and rocks during

actual construction ur esealations in unit rates over approved construction period in the following
manner;

{a) geology related increase in costs shall be subject to provision of verifiable
references to NEPRA and;

(b) cscalalion‘in units rates at actual wiEI be aHowed by NEPRA up to the date when

(1) Civil Works cost escalation: escalation in units rates at actual wili be allowed by
NEPRA up to the date when the project is scheduled to achieve commercial operation (COD).

{n) Cost variation in Hydrawlie Steel Structure and M&E works: Adustment shall be
al'aned a3 EPCICOD on azcoum of hydraolic steet strusture and MAT works,
(iv) Cost variation duc to-Resettlement Cost:- The Feasibility Study shall provide details of
all itzms included in the resettlement cost and their schedule of prices. Any variation in
resettlernent cost and land costs from that given i the Feasibility Study, will be allowed provided

The initial schedule of rates and vaciation in themare certified by tha government of the concermed
provinee in whichthe project isfocated and approved by N[PRA
PART IV
Monitoring and Verification
9. Verifiabile Relerences: The adjustnents on accanal of Tariff Rzopeners will be allowed at COD

subject to following of such pracedure as contained in respective PPANEPRA may rauice certification
by powet purchaser/procurar in that respect where apphicable.

10. Reference Date: For the purposz of adjustment of any cost item, the reference date will be
determinad by NEPRA

e [licctive Date for Adjustment: (2) Far adjostaeat at EMCstage, price schediles prevailing one
manth belare Biling of such request by the apphicant shall be cansidered (b) For adjustrent at COD price
(lk]jllnlll‘..‘r‘[ shall be the date that @5 ane month betore the schoeduled date ot camplation of the fem as
cin e in e construction schieduic contiimed i respedtive PA

(o Sorves of Prives: The l)|i._‘c,‘ of clornenis ju‘x'J':-.; N : N
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same source shall be used

3. Appointmezat of Consultant/Expert: MEPRA may apprint consuliant or expert to raview and
commzat on any aspect of the praject. The appheant shall faciltate any site visits and investigations that

the Consultant/Expert may carry oui.
(VAP



FORM 1

LGN RATE CALCULATION FOR ROCK CATEGORY A

Avzrage Uit Rate R\ =P/Z say in USS/mater!

P =X+Y Total Costof Category “A" rock in US §

Z = Total quantity of Category “A™ rock in meter’

X = XD Ex2ex3o L Moaagjusiable Portion of Coste p. cast of equipment uscd,
others

Y = ylty2+y3+yd Adjustable porlio;l of Cost

Where,

Y 1=wages of labor comprising of wages of skilled labor + wages of unskilled labor 4 ...
Y2=  Costs related to cement to be vsed
Y3=  Costsrelated (o steel to be used

Y4=  Costsrelated to Fuel 1o be used

Unit rates for rock Category I3, Category C ele. and unit rates for civil worls forother componenls
can beworked out on similar basis.
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i NO.S

' CASE NG. ECC-20/02/2003 ' FRAMEIWORK FOR IMPLEMINTATION D7 |
. DATED: 22.01.2003 HYDROPOWER PROJECTS UNDE.‘{J'

POWER POLICY 2002

o

PECISION

Tna Ecaromic (Coordination Tomnitiee (ECC) of the Cabinat
wnsidered the Summary dac2c il suemitted oy tn2 Ministyy of Watsr &
Paver on “"Framework for Imgplementation of Hydropower Projects
undar Power Policy 20027 anl approvad the prapzsals casraines 'n

pary & of the Summary as fallows:
i RCC's dacision darad 237 May 2007, r2f2772d 10 in gara-4 of the
Summary viz: "MEPRA snauld 5030 tha practice of azzapting €PC 2035

un the tasis of querations el lastez2e, thew shoula rave rhs -

dat2rminatiac ¢en LT (men-r2cn2nabizl campandive prica  cuiy
initisiad and signad ©w tn2 [27 €20 canlfraticns”, imiav no: 2ocie T3

hydropcwar 5raj2cts.

i MEPPA £ datarminz tz i {30 hy2ropowes proj2acts basad on Faasisiiny
studies 3appravad by the 2302 of Exzants appointad vatar 2002
Piwear Policy with ré-o:)er\-:*'s himitad 13 tncse ideatified in Para-5 of

tite Summary. How2w2: n2 r2-co2necs 3nd wiews of tSe Pare! o)

-~ -

b - - [Radin]
Uit by [ B B ey

i

—~
— s
T

1}l

Eqparts wili 0ot b
. techanism for determinazicn of tariff for Hydropowar Projzces shall
be issued by MEPRA keszping in vizw the chsarvations exnrasses by
Planning Division, Financa Division, MEPRA and BOI[ within ore
month. MEPRA shall 2iso censidar recammandations ¢f the Praysiaci=s

Geovernmeant whay2 suth gaa2rauca fadiliny islogated.




EORM 111
FORTLLUSTRATION ONLY

TABLEOF COST OF CONSTRUCTING TUNNEL (FROM FEASTBILITY STUDY)

Rock or soil Quuntity in Uit ratein ** Cost of constructionin equivalent
classification :nclcr3 cquivalent USS per USS according to feuasibility report
(L) metee’ of tunnel (1) x(2) ’
(2)

Categorya | 1.000 5.000 U so00000
(Categaryt | 1200 | 3500 6,600,000

Catt.gor) C 1,500 6,500 9,750,000

Calegory D 2,000 8,500 17,000,000

Total 5,700 * 38,350,000 ]

Total quamily is not allowed to vary. Only changes within different categories are allowed while
tolal quantities remain constant.
-t Unit rates may be worked out on format shown in FORM |

Two optivas of cost variation are shown lere:
(a) Varialion in soil/rock categories with no esculation in unit rates
(h Variation in soit/rock categories and escalation in unit rates.

[TABLEOF FINAL COST OF CONSTRUCTING TUNNEL CORRESPONDING TO OPTION () ]

Roch or snil Quuntily in Unit ratein equivalent Cost ol construction jn equivalent USS
classification meter’ USS per meter® of tunnct aceording to feasibiliry I
(2)
(b (Dx(2)

Category A 800 _ . 3,000 4,000,000

Category b 1,000 5,500 5,500,000

Category C 1,600 6.500 10,400,000

Catevory D 2.300 3.300 19,550,000

Total 5,700 * 39,150,000 (adjusted cost ol tunniel)

* total guantitics same as in approved feasibility reports

i
[TARLF OF FINAL COST OF CONSTRUCTING TUNNEL CORRESTONDING TG OPTION (LT
Lock or soil Quantity in Unit rate in equivalent | Cost of eonstruction in equivalent USS
classification meter’ USS per meter’ of according to fezsibility report

h tunnet (x(2)
(1)

Categary A 810 5,200 4,160,000

CateworyB 11,000 5,600 3,660,000 -

Category © | 2,600 6,600 13.zo0.000

Catcgary D | 1900 Y 00 00000 -
l—:.__l_:__ﬁ_Jh_rfﬂn_\;__‘ o L6020 ¢ Gdjusted et of Gonel)
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The Registrar,

National Elecliic Power Regulatory Authority (NEPRA), N

OPF Building, Shahrah-e- Jamburial,

G-5/2, Islamabad. AD(m (L)-\~(B\~ 3)&—1)1__
Subject: Tariff Petition for 1.3MW Hydel Power Project (Project) at Machai Branch Canal

{MBC), District Mardan, KPK, Pakistan

Dear Sir,

1. The letter of Interest (LOI) to conduct the feasibility study of the Project was issued to SAR Group

(Pvt) Limited ,("Pelitioner”) by Sarhad Hydel Developmenl Organization (SHYDO)} under KPK
Power Generation Policy ,2006.The Policy is mainly the adoption of Power Policy 2002 announced
by the Federal Government.

2. Sponsors have conducted the feasibility study through reputable Consuitants and the same has

been approved by the Panel of Experts.

3. This Tariff Pelition is‘ being submitted for the determination of Generation Tariff as per the

Guidelines for the Determination of Tarff announced by GOP and the * Mechanism for
Determination of Tariff fot Hydropower Projects” announced by NEPRA on 18™ July,2008.

4. It is respeclfully submitted to the Authority to determine Generation Tariff for the Electricity

produced by the Project in accordance with para 4 and with due consideration to the assumptlon
formlng the basis of the Petlition.

Thanks and best regards

Chief Executive Officer

107, NEW SHAMI ROAD PESHAWAR CANTT. PH: 091-5272554
Celi : 0300-9592308

638
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2nd Floor, OPF Building, G-5/2, Islamabad
Ph: 9206500, 92072060, Fax: 9210215
E-nrail: registrar@nepriorg.pk

Registrar

- P N c > // g / } ’ - \
No. NEPRA/TRE-205/SARGPL-2012 /oo

Syed Mazhar Al Qasim

Chicl Exceutive Otheer

SAR Group (Pvi) Lid. (SARGPL)
107, New Shann Road,

\ Peshawar Cantt.

; Subject:  Tariff Petition for 1.3 MW Ilvdel Power Project at Machai Branch
Canal, District Mardan, Khvber Pakhtunkhwa — SAR Group (Pvt.)
1.td.

Reference: SARGPL's subject rariff petition filed vide letier dated 20.04.2012
(received on 08.15.2012.

While examining the subject tan{f petition, the fallowing deficiencics have been
noted:

i) The tartfl petiion filing fee amounting o Rs. 116,640/~ has been
submitted alongwith the subject tariff petition whereas the exact amount
of tariff petition filing fec is Rs.233,280/- (valid upto 2™ June, 2012) as
per the requirement of Rule 3(1) of NEPRA (Tariff Standards and
Procedure) Rules, 1998.

Pleasc note that the current CPI is valid upto 2™ June, 2012. Thercfore,

in case the lariff petition is filed after 2™ June, 2012, please contact Mr.

Qamar-uz-Zaman, Deputy Director (Finance) NEPRA, Tele: 9206798,
: to confirm the exact amount of tariff petition filing fce at the time of
filing the petition.

11) Board Resolution regarding Authorization to sign and file the subject
petition and to attend proceedings thereof has not been submitted as per
requirement of Rule 3(11) of Tan{f Rules.

P 2. In view of above, the subject petition is hereby returned, in original, in
’ pursuance of Rule 3(3)(a) of NEPRA (Taritf Standards and Procedurc) Rules, 1998

with the advice to resubmit the subject petition along with the requisite fee and
authorization.

Encl: [Original Tariff Petition alongwith
P.0. No. 0001205 dated 07.05.2012
\ for Rs.116,640] li\ Ny

( Syed Safecr Hussain )

140 T




(,’_‘.-A/D
SAR ENERGY (PRIVATE) LIMITED

Ref: No.

Date: June 27, 2012

Ay el eV e

BOARD RIESOLUTION

It is resolved that a tarilf petition for 1.3 Mega Watt SAR Hydro Power Project
on Muachai Canal District Mardan, Khyber Pakhtunkhaw | be submitted to
National lZlectric Power Regulatory Authority.

Itis further resolved that Syed Mazhar Ali be authorized to sign and submit the
said petition.

Directors

L//..
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107, NEW SHAMI ROAD PESHAWAR CANTT. Pi: 091-5272554
Cell 1 0300-9392308
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AFFIDAVIT

|, Syed Mazhar Ali Qasim S/o Syed Qasim Shah holding CNIC No. 13501-4916246-9

born on 1% March 1976, Profession Business, do hereby solemnly affirm and declare on

oath as under:-

1. That | am the authorized signatory of the company and Authorized to subrnit

Tariff petition before NEPRA authority.

2. That the contents of Tariff Petition filed before Natibnal Electric Power
Regulatory Authority (NEPRA) FOR 1.3 MW SAR Hydro Power Project are

correct to the best of my knowledge and belief.

o seponcnt; i

ATTESTED e
4 \ Syed:-Mazhar Ali Qasim

CNIC No. 13501-4916246-9

.r v
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