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TAPAL ENERGY (PRIVATE) LIMITED

Corporate Office: F-25 « Block 5 « Rojhan Street
Kehkashan « Clifton » Karachi - 75600 « Pakistan
Tel :+92-21-35876994 - 7

TAPAL Fax :+92-21-35876991 & 35876993
ENERGY Email : telcoff@tapalenergy.com.pk
THE REGISTRAR - Date: 07 June, 2022
National Electric Power Regulatory Authority TEL/NEPRA/014/22
NEPRA Tower, G-5/1
Islamabad

Email: registrar@nepra.org.pk
Tel: 051 920 6500

Dear Sir,

SUBJECT: SUBMISSION OF REFERENCE TARIFF PETITION AND REQUEST FOR GRANT OF
PROVISIONAL TARIFF - TAPAL ENERGY (PRIVATE) LIMITED 123.50 MW (NET)
PLANT AT DEH GONDPASS, TAPO GABOPAT, HUB RIVER ROAD, TALUKA &
DISTRICT KARACHI (WEST), KARACHI, PAKISTAN

We, TAPAL ENERGY (PRIVATE) LIMITED (a company duly established and existing
under the laws of Pakistan with its corporate office located at F 25, Block 5, Kehkashan,
Clifton, Karachi, Pakistan) (the “Licensee”), being the holder of generation license No. -
IPGL/010/2003, submit to the NATIONAL ELECTRIC POWER REGULATORY AUTHORITY (the
“Authority”), for the Authority’s kind consideration, an application (together with the -
information and annexures attached thereto) for a new reference tariff (the “Reference Tariff
Petition™). The Reference Tariff Petition is to cater for sale of electricity from the Company’s
126 (Gross) MW thermal power generation facility (“Facility”) for an additional term of two
years (commencing on June 20, 2022) under the power purchase agreement with K- Electric
Limited (“KE”) dated April 29, 2022 (“PPA”) (“Application”).

SUBMISSION OF REFERENCE TARIFF PETITION

2. In relation hereto, we certify that the Application is prepared and submitted in
conformity with the applicable laws of Pakistan, including the ‘Regulation of Generation,’
Transmission and Distribution of Electric Power Act, 1997 (the “NEPRA Act”) and its rules
and regulations, and we undertake and confirm that the information provided in the attached
documents-in-support is true and correct to the best of our knowledge and belief. The Reference
Tariff Petition (including its annexures) is submitted in triplicate, together with:

(a) a Bank Draft No. 01570318 dated June 07, 2022 amounting to PKR 1,869,444/-
(Pakistani Rupees One Million Eight Hundred Sixty Nine Thousand Four
Hundred and Forty Four only) drawn in favour of the Authority, as the
application fee for the Reference Tariff Petition (as communicated to the
Licensee by the Authority); ‘

(b) board resolution of the Licensee; and

(c) statement of authorized representatives of the Licensee, the same being:

e
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(i)4 MR. TABISH TAPAL (the chief executive officer of the Licensee); and
(i)  MR.MUSTAFA LAKDAWALA (the chief financial officer of the Licensee).

In light of the submissions set out in the Reference Tariff Petition and the information attached
to the same, the Authority is kindly requested to process the Application at the earliest, thereby
enabling the Licensee to proceed further.

WITHDRAWAL OF AN EARLIER TARIFF PETITION

3. The Company had previously requested the Authority for grant of a reference tariff to

0 cater for the extended term of its power purchase agreement vide: (i) a Tariff Petition dated

March 10, 2022; (ii) an addendum filed vide a ‘communication’ dated March 16, 2022; (iii) an
addendum filed vide a ‘communication’ dated April 27, 2022 (((i), (ii), (iii), hereinafter
collectively referred to as the “Earlier Petition™).

4. Based on telephonic conversation with your good offices it came to our attention that
the Authority has taken a view that the Earlier Petition had some technical shortcomings,
therefore, in view of the above resubmission of the subject Reference Tariff Petition as a fresh
petition and in the interest of expediency in proceeding with the tariff proceedings the
Company hereby withdraws the Earlier Petition and its accompanying annexures.

REQUEST FOR GRANT OF A PROVISIONAL TARIFF

5. Pursuant to Rule 4(7) of the National Electric Power Regulatory Authority (Tariff
Standards and Procedure) Rules, 1998 (“Tariff Rules”) the Company hereby requests the
Authority to exercise its powers and grant a provisional approval of tariff (the “Provisional
Tariff Approval”) based on the Reference Tariff Petition. Such Provisional Tariff Petition will

0 allow the Company to continue the supply of power to KE during the period between the expiry

of its existing tariff (i.e. June 19, 2022) till the Authority arrives at its final determination with
regard to the Company’s Reference Tariff Petition (the “Interim Period”).

6. For ease of reference Rule 4(7) of the Tariff Rules is reproduced hereinbelow:

Rule 4(7)- The Authority may, while admitting a petition, allow the immediate
application of the proposed tariff subject to an order for refund for the protection of
consumers, or for satisfactory security to be provided for refund, while the
proceedings are pending before the Authority. ' ‘

Given the above provisions in the applicable rules, the Authority may allow the.
immediate application of the Reference Tariff Petition while the subject proceedings are
pending. The need for providing such a provisional tariff is detailed herein below.

7. The Company’s present reference tariff (determined by the Authority vide tariff
determination dated No. NEPRA/R/SA(Tariff)/TRF-460/TEPL-2018/14643 dated June 9,
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2020) is to expire on June 19, 2022 (the “Current Taariff”). The Company and KE have
executed the PPA, to cover the period permitted by the Current Tariff, with the option for
further extensions in the term. The Generation Licence of the Company (Generation Licence
No. IPGL/010/2003) already caters for the operations of the Company’s facility till June 19,
2029. KE continues to be desirous of purchasing electricity from the Company after the lapse
of the Current Tariff and hence the Reference Tariff Petition is being filed.

8. Since the expiration of the Current Tariff is near i.e. in twelve days, the Company
requests the grant of the Provisional Tariff Approval for the Interim Period on an urgent basis
so that the Company can continue to supply electricity to KE.

0 9. It is emphasized, that during the peak months, the Facility runs as a base load plant for

: KE and dispatches at the capacity factor of 80% to 90% and plays a crucial role in the
contribution of power during Karachi’s peak summer months. The Authority will note that the
Facility has been successfully operating for over two decades, catering for KE’s consumer
requirements and has met its generation obligations for over 24 years. In addition to being a
reliable and consistent source of electricity, we also play a very significant role in the supply
of power to the west side of KE’s transmission network, as our entire generation is supplied to
KE’s grid stations of Baldia and Hub — both, critical power grids to major industrial and
commercial customers of KE.

10.  KE has recognised our key role in contributing power and the Facility’s critical part in
its embedded generation plan. In this regard, KI3’s letter no. BD/MZ/NEPRA-0680/2022-3005
dated June 2, 2022 is attached herewith demonstrating the crucial position of the Company’s
facility in the KE distribution system.

11.  The Company considers that the proposed tariff under the Reference Tariff Petition
- takes into consideration present-day circumstances, current costs, such as current market
n conditions, current costs of operations, actual operations, production and dispatch, as well as
/ recent technical assessments of the Facility. As detailed in the Reference Tariff Petition, KE
has drastically reduced the dispatch factor from 71% (as per the Current Tariff) to 30.38% for
the first year and 29.58% for the second year of the two years extended term. Therefore, for
the Company to be able to sustain itself and its Facility in the production of electricity, it is
humbly prayed that the Provisional Tariff Approval be based on the Reference Tariff Petition
which is in line with Rule 4(7) of the Tariff Rules which provides for immediate application of
the “proposed tariff”.

12. We hope that the Authority finds that we have adequately presented our case for the -

grant of the Provisional Tariff Approval for the Interim Period, considering the upcoming
expiry of the Current Tariff and the needs of the city of Karachi and its citizens during the peak

summer months.
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PRAYER
13. In conclusion, we request:

(a) Admission of the subject Reference Tariff Petition by the Authority, in lieu of
withdrawal of the Earlier Petition; and

(b) Grant of the Provisional Tariff Approval for the Interim Period, on a priority basis to
avoid interruption of the supply of power from the Facility from June 20, 2022.

As always, the Company is available to provide any further assistance or address any further

™~ queries, as required by the Authority.

Yours sincerely,

For and on behalf of
TAPAL ENERGY (PRIVATE) LIMITED

Chief Financial Officer

c.c: (Without Attachments)

6y Mr. Muhammad Yousuf, Director Tariff, National Electric Power Regulatory -
Authority NEPRA Tower, Attaturk Avenue (East), G-5/1, Islamabad, Pakistan.

(ii) Mr. Mudassir Zuberi, Head of Business Development, K- Electric Limited, KE
House, 39-B Sunset Boulevard, Phase II Defence Housing Authority Karachi,
-Pakistan
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CERTIFIED TRUE COPY OF RESOLUTION
OF THE BOARD OF DIRECTORS OF
TAPAL ENERGY (PRIVATE) LIMITED
PASSED ON APRIL1S, 2022

“It is hereby unanimously resolved that:

(A)Tapal Energy (Private) Limited (a private company duly established and existing under
the laws of Pakistan with its registered office located at 155-A, Street no. 37, Sector F-
10/1, Islamabad, Pakistan) (the “Company™), being currently in the process of extending
the current term of the power purchase arrangement by two (2) years (the “Two Year PPA
Term Extension”) (on such terms as are mutually agreed and subsequently approved by
the board of directors of the Company (the “Board™) to be executed with K-Electric
Limited (a public limited company duly established and existing under the laws of
Pakistan with its registered office located at KE House, 39-B, Sunset Boulevard, Phase-II,
Defence Housing Authority, Karachi, Pakistan) (“KE”) in respect of its 126 MW (Gross)
thermal power generation facility located at Deh Gondpass, Tapo Gabopat, Hub River
Road, Taluka & District Karachi (West), Karachi, Sindh, Pakistan, Be And Is Hereby
Authorized to prepare, finalize, deliver, file, apply, submit, and further pursue pursuant
to the applicable laws of Pakistan, including the ‘Regulation of Generation, Transmission
and Distribution of Electric Power Act, 1997° (the “NEPRA Act”) and the rules and
regulations made thereunder (the “Applicable NEPRA Laws”™), a tariff petition (together
with all documents attached thereto) (the “Tariff Petition”) before the National Electric
Power Regulatory Authority (the “Authority”) for the Authority’s approval and in
relation thereto, enter into and execute all required documents, make all filings, attend all
hearings, provide all required information and pay all applicable fees, in each case, of any

nature whatsoever.,

(B) Further Resolved That, in respect of the matters relating to the Tariff Petition, Mr. Tabish
Tapal (being the chief executive officer of the Company and having CNIC No 42301-
2385059-9) and Mr. Mustafa Lakdawala (being the chief financial officer of the
Company and having CNIC No 42201-3140375-9) Be And Are Hereby singly and jointly
appointed as authorized representatives of the Company and are Hereby authorized and
empowered for and on behalf of the Company, as the Company duly appointed
Authorized Representatives, to address, perform, negotiate, decide, execute, implement
and/or undertake all matters of any nature whatsoever in relation to the Tariff Petition

including, without limitation:
(i)  review, execute, submit, and deliver the Tariff Petition and any related documentation

\

-required by the Authority for its approval of the Tariff Petition including aw/,
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(1)

(iif)

(iv)

)

- contracts, documents, powers of attorney, affidavits, statements, letters, forms,

applications, deeds, guarantees, undertakings, approvals, memorandum,
amendments, letters, communications, notices, certificates, request statements and
any other instruments of any nature whatsoever;

represent the Company in all negotiations, representations, presentations, hearings,
conferences and/or meetings of any nature whatsoever with any entity (including, but -
in no manner limited to the Authority, KE, any private parties, companies,
partnerships, individuals, governmental and/or semi-governmental authorities and
agencies, ministries, boards, departments, regulatory authorities and/or any other
entity of any nature whatsoever);

sign, execute and deliver, for and on behalf of the Company, all necessary
documentation (including any contracts, dbcuments, powers of attorney, affidavits,
statements, letters, forms, épplications, deeds, guarantees, undertakings, approvals,
memorandum, amendments, letters, communications, notices, certificates, request
statements and any other instruments of any nature whatsoever), pay the necessary
fees, appear before any entity (including the Authority, KE, any private parties,
companies, partnerships, individuals, governmental and/or semi-governmental
authorities and agencies, ministries, boards, departments, regulatory authorities
and/or any other entity of any nature whatsoever), as required from time to time, and
do all acts necessary for processing and further approval of the reference tariff, as
applied pursuant to the Tariff Petition, by the Authority;

further sub-delegate any or all of the aforementioned powers and authorities to one or
more officers of the Company or any other person or persons, singly and/or jointly;

and,

do all such acts, deeds and things as may be necessary for carrying out the purposes
aforesaid and give full effect to the above resolutions.

(C) Further Resolved That this resolution supérsedes the resolution dated 1% March 2022
previously passed on this subject.

P

Mustafa Lakdawa
- Company Secretary

~ Page |2
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BEFORE

THE NATIONAL ELECTRIC POWER REGULATORY AUTHORITY

ATFIDAVIT of MUSTAFA LAKDAWALA, son of Abid Hussain Lakdawala, resident of 14/A, Block 7/8 Overseas Housing
Society, Ameer Khusro Road, Karachi and holding CNIC No. 42201-3140375-9 (the “Deponent”), being the ‘CHIEF
FINANCIAL OFFICER’ of TAPAL ENERGY (PRIVATE) LIMITED {a company duly established and existing under the laws
of Pakistan with its corporate office located at F-25, Block 5, Rojhan Street, Kehkashan, Clifton, Karachi, Pakistan).

I, the above-named Deponent, do hereby solemnly affirm and declare {hat:

{2) Iam the ‘CHIEF FINANCIAL OFFICER’ of TAPAL ENERGY (PRIVATE) LIMITED (a company duly established and

existing under the laws of Pakistan with ils corporate office located at F-25, Block 5, Rojhan Street, Kehkashan,
0 Clifion, Karachi, Pakistan) (the “Petitioner™).

(b) For the purposes of preparation, finalization, submission and filing (including all matters in respect of the same),
on behalf of the Petitioner, of the accompanying tariff petition (including all supporting documents attached
thereto) dated Jne 07 2022 (the “Tariff Petition”) before the NATIONAL ELECTRIC POWER
REGULATORY AUTHORITY (the “Authority”) and for the purposes of further representing the Petitioner and
performing all acts and deeds, on behalf of the Petitioner, in respect of the Tariff Petition, I am the principal
authorized representative/attorney of the Petitioner in terms of the authority and powers vested in and conferred on
me, the Deponent, vide the duly passed resolution(s) of the board of directors (the “Board”) of the Petitioner dated
April 15, 2022.

(c) The contents of the accompanying Tariff Petition are true and correct to the best of my knowledge and belief, and
nothing material or relevant thereto has been concealed or withlield therefrom.

(@) Al further documentation and information to be provided by me, the Deponent, on behalf of the Petitioner, in
connection with the aforesaid Tariff Petition shall be true and correct to the best of my knowledge and belief.

. It is hereby verified on solemn affirmation at Karachi, Pakistan on this, /4,0 07 2 o 22, that the contents of the
" above Affidavit are true and correct to the best of my knowledge and belief, and that nothing material or relevant
. thereto has been concealed or withheld therefrom to the best of my knowledge and belief.
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BEFORE

. AFFIDAVIT of TABISH TAPAL, son of Moiz S. Tapal, resident of 33-B, 3" Gizri. Street, Phase 1V, DHA, Karachi and

- holding CNIC No. 42301-2385059-9 (the “Deponent”), beig the ‘CHIEF EXECUTIVE OFFICER’ of TAPAL ENERGY
(PRIVATE) LIMITED (a compary duly established and existiv.; wnder the laws of Pakistan with its corporate office
located at F-25, Block 5, Rojhan Street, Kehkashan, Clifion, Karachi, Pakistan )

I, the ébove-named Deponer;t, do hereby solemnly affirm and declare that:

(2) Iam the ‘CHIEF EXECUTIVE OFFICER’ of TAPAL ENERGY (PRIVATE) LIMITED (@ company duly established and
existing under the laws of Pakistan with its corporate office located at F-25, Block 5, Rojhan Strect, Kekkashan,
Clifton, Karachi, Pakistan) (the “Petitioner™).

n (b) For the purposes of preparation, finalization, submission and filing (including all matters in respect of the same),
on behalf of the Petitioner, of the accompanying tariff petition (including all supporting documents attached
thereto) dated (Jome 87 205 (the “Tariff Petition”) before the NATIONAL ELECTRIC POWER
REGULATORY AUTHORITY (the “Authority”) and for the purposes of further representing the Petitioner and
performing all acts and deeds, on behalf of the Petitioner, in respect of the Tariff Petition, I am the principal
authorized representative/attorney of the Petitioner in terms of the authority and powers vested in and conferred on

me, the Deponent, vide the duly passed resolution(s) of the board of directors (the “Board™) of the Petitioner dated
April 15,2022,

[ (c) The contents of the accompanying Tariff Petition r.re ti1 - Lia . gt to the best of my knowledge and belief, and
i nothing material or relevant thereto has been concgaled winwintel therefiom.

(d) All further documentation and information to be provided by me, the Deponent, on behalf of the Pe‘titio'ner, in
¢onnection with the aforesaid Tariff Petition shall be true and correct to the best of my knowledge and belief:

- DEPONENT
VERIFICATION ‘

(e) It is hereby verified on solemn affirmation at Karachi, Pakistan on this Jimie 07 2022, that the contents of
the above Affidavit are true and correct to the best of my knowledge and belief, and that nothing material or relevant
thereto has been concealed or withheld therefrom to the best of my knowledge and belief.

Fep < ~ DEPONENT

e aTe
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The Registrar, BD/MZ/ NEPRA-0680/2022-300i5
National Electric Power Regulatory Authority (“NEPRA") Juné 2, 2022

NEPRA Tower, Attaturk Avenue {East}
Sector G-5/1, Islamabad :

Subject: Request for Provisional Approval of the Tariff Petition Filed by Tapal Energy {Put.)
Limited (TEL)
Dear Sir,
n ‘ We write with ;'efer‘ence to the tariff petition filed by TEL dated March 10%, 5.022, and subsequently

revised through its letter no. TEL/NEPRA/010/22 dated April 27, 2022, for approval of tariff petition for

two year extension in term of Power Purchase Agreement (PPA) with K-Electric Limited {KE} which is
currently set to expire on June 19, 2022,

Considering the growth in power demand on KE grid and the timing of additional supply from National
Grid, there is a compelling need for KE to cover the demand shortfall in the interim period of FY-23 and
FY-24 through based load power plants. While KE remains committed to the addition of new and efficient

generation in its system, the long gestation period of developing new projects does not allow KE to cover
the shortfall in interim period. '

In view of the above, KE has agreed with TEL on extension of existing PPA for the next two years.on take
and pay basis in order to overcome any uncertainties and untoward delays in project timelines and/or the
commissioning of the interconnectioh facilities. Furthermore, as also observed during this summer, there
is a risk that NTDC may reduce its power supply to KE during FY-23 and FY-24 due power shortage in the
National Grid, and until such time as our aforementiohed power supply options are commissioned, this

extension will provide the required contingency in supply to KE against any potential adverse
circumstances,

Accordingly, we hereby request the Authority to plevase consider the tariff petition filed by TEL for

_extension of another 2 years before the PPA expiry on June 19%, 2022 to ensure uninterrupted supply
from TEL in peak summer days.

Sincerell, \

3 ;

N,

Mudassir 'Z‘hb efi )
Head of Business Development

M KE House, 39-B; Sunset Boulevard, Phase-ll, Defence Housing Authority, Karachi
@ www.ke.com.ok © 92-21-3283-7133, 92-21-3870-9132, UAN: 111-537-211




: : BEFORE
THE NATIONAL ELECTRIC POWER REGULATORY AUTHORITY (NEPRA)

TARIFF PETITION
FOR
REFERENCE GENERATION TARIFF

PURSUANT TO
ENABLING PROVISIONS OF NEPRA ACT 1997
READ WITH ENABLING PROVISIONS OF
RULES & REGULATIONS MADE THEREUNDER

ON BEHALF OF

TAPAL ENERGY (PRIVATE) LIMITED

FOR NEPRA’S APPROVAL OF REFERENCE GENERATION TARIFF

n . For

TAPAL ENERGY (PRIVATE) LIMITED

RELATING TO A THERMAL POWER GENERATION FACILITY OF 126 MW (GROSS)
LOCATED AT

DEH GONDPASS, TAPO GABOPAT, HUB RIVER, TALUKA & DISTRICT KARACHI (WEST), KARACH]I,
SINDH, PAKISTAN

DATED: JUNE 7,2022

LEGAL & REGULATORY CONSULTANT ' COMPANY
HAIDERMOTA & CO. TAPAL ENERGY (PRIVATE) LIMITED
KARACH! OFFICE ’ CORPORATE OFFICE
PLOT 1010, 4™ FLOOR, AL MURTAZA F 25, BLOCK 5, CLIFTON

LANE 1, PHASE VIII, DEFENCE HOUSING KARACH], PAKISTAN .
O AUTHORITY KARACH]I, PAKISTAN TEL: +92-21-35876994
. TEL: +92-21-111520000 = FAX: +92-21-35876991
FAX:+92-21-35871054 EMAIL: telcoff@tapalenergy.com.pk

EMAIL: hmco@hmco.com.pk
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GLOSSARY

TERM

DEFINITION

1994 Power Policy

‘Policy Framework and Package of Incentives for Private Sector

| Power Generation Projects in Pakistan’ dated March 1994.

Applicable NEPRA
Laws

NEPRA Act and rules and regulations made thereunder.

Authority .1 National Electric Power Regulatory Authbrity.

AVS ;| Ameejee Valleejee & Sons (Pvt.) Limited.

Board ;| The board of directors of the Company.

BOO i1 Build Own Operate.

Capacity Charge ‘| The capacity charge component of the Reference Generation Tariff.

Company ‘| Tapal Energy (Private). Limited, a company duly established and |
existing under the laws of Pakistan with its corporate office located at
F 25, Block 5, Clifton, Karachi, Pakistan and its registered office
located at 155-A, Street No. 37, Sector F-10/1, Islamabad, Pakistan.

Cost of Working -| The working capital cost component of the Capacity Charge.

Capital Component

CPI

-| Consumer Price Index.

Energy Charge The energy charge component of the Reference Generation Tariff.
EPC Engineering, procurement and construction.
Extension June 20, 2022.

Commencement Date |

Facility The Company’s 126 MW (Gross) thermal power generation facility
located at the Site.

FIFO First In First Out. )

Fixed O&M Cost The fixed operations and mamtenance cost component of the

Component Capacity Charge.

Fuel Cost Component

The fuel component of Energy Charge.

Generation License

Generation license No. IPGL/010/2003 issued by the Authority to the
Company on August 26, 2003, attached as ANNEXURE F (COPY OF
GENERATION LICENSE).

Generation License
First Modification

Application dated May 22, 2018 submitted by the Company to the
Authority for modification of the Generation License.

Application

GoP The Government of Pakistan.

GST General Sales Tax.

Insurance Cost The insurance cost component of the Capacity Charge.

Component

1PPs Independent power producers. .

KE iK-Electric Limited, a public limited company established and existing
under the laws of Pakistan with its registered office at. KE House, 39-
B, Sunset Boulevard, Phase-1I, Defence Housing Authonty, Karachi,

~Pakistan. .
KE Capacity Factor ' {{KE's e-mail dated February 18, 2022 and-emsil ‘dated April 22, 2022

Confirmation

-for confirmation of first and second extension year dispatch factor
attached as ANNEXURE E & E-1 (KE C4PACITY FACTOR
y CONFIRMATION) .

KE Power Purchase
Consent

KE’s letter dated December 6, 2021 bearing reference No.
-CEOSEC_199_061221 for consent of one year extension and KE’s
letter dated Aprll 13, 2022 bearing reference No.
CEOSEC_247_03042022 for consent of two year extension, attached
as ANNEXURE D (KE POWER PURCHASE CONSENT).




KIBOR

Karachi Inter Bank Offered Rate.

LHV Lower Heating Value.

Marubeni Marubeni Corporation, a general trading company existing under the
laws of and headquartered in Nihonbashi, Chuo, Tokyo, Japan.

NEPRA Act Regulation of Generation, Transmission and Distribution of Electric
Power Act, 1997.

NEPRA First Authority’s approval dated November 20, 2018 bearing reference No.

Modification Approval | NEPRA/R/LAG-¥1/18273-79 in relation to the Company’s
Generation License First Modification Application, attached as
ANNEXURE G (NEPRA FIRST MODIFICATION APPROVAL).

NEPRA Second Authority’s approval dated March 9, 2020 bearing reference No.

Modification Approval | NEPRA/R/LAG-11/7639-44 in relation to the Company’s Generation
License First Modification Application, attached as ANNEXURE G-1
(NEPRA SECOND MODIFICATION APPROVAL).

0&M Operations and maintenance.

Original Power
Purchase Agreement

Power Purchase Agreement dated September 26, 1995 executed
between KE and the Company.

Reference Date

January 31, 2022.

Reference Generation
Tariff

The tariff to be approved, granted and determined by the Authority
pursuant to the Petition.

Reference Generation

The Reference Generation Tariff Table as set out in Section 7.3 and

Tariff Table ANNEXURE H (REFERENCE GENERATION TARIFF TABLE).

RFO Residual Fuel Oil.

ROE Return on Equity.

RULA Remaining useful life assessment. '

RULA Study Report ‘Remaining Useful Life Assessment (RULA) Study Report’ dated
October 1, 2018 commissionéd by M/s Continental Marine Energy
Sdn Bhd (CME), Malaysia.

Site Deh Gondpass, Tapo Gabopat, Hub River Road, Taluka & District
Karachi (West), Karachi, Sindh, Pakistan.

SML Sithe Mauritius Limited, a private limited company set up and 100%
owned (as an investment holding company) by Marubeni

‘ Corporation.
Specific FMEs Has the meaning given to it in paragraph 10.2.1.

Tariff Determination

Autho_rity’s tariff determination dated June 9, 2020 bearing reference
No. NEPRA/R/SA(Tariff)/TRF-460/TEPL-2018/14643.

Tariff Petition

This tariff petition being filed by the Company for approval and grant
of a reference generation tariff for the Facility.

Three Year Extension
Term PPA

Has the meaning given to it in paragraph 2.2.9.

Two Year Extension

The 731 day period commencing from June 20, 2022.

Term PPA :
Variable O&M Cost The variable O&M component of the Energy Charge.
Component :

USDh United States Dollar.
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THE NATIONAL ELECTRIC POWER REGULATORY AUTHORITY

ATFIDAVIT of MUSTAFA LAKDAWALA, son of Abid Hussain Lakdawala, resident of 14/A, Block 7/8 Overseas Housing
Society, Ameer Khusro Road, Karachi and holding CNIC No. 42201-3140375-9 (the “Deponent”), being the ‘CHIEF
FINANCIAL OFFICER’ of TAPAL ENERGY (PRIVATE) LIMITED (a company duly established and existing under the laws
of Pakistan with its corporate office located at F-25, Block 5, Rojhan Street, Kehkashan, Clifton, Karachi, Pakistan).

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

() I am the ‘CHIEF FINANCIAL OFFICER’ of TAPAL ENERGY (PRIVATE) LIMITED (a company duly established and

existing under the laws of Pakistan with its corporate office located at F-25, Block S, Rojhan Street, Kehkashan,
Clifton, Karachi, Pakistan) (the “Petitioner”).

(b) For the purposes of preparation, finalization, submission and filing (including all matters in respect of the same),
on behalf of the Petitioner, of the accompanying tariff petition (including all supporting documents attached
thereto) dated \7;/77g 07 2022, (the “Tariff Petition™) before the NATIONAL ELECTRIC POWER
REGULATORY AUTHORITY (the “Authority”) and for the purposes of further representing the Petitioner and
performing all acts and deeds, on behalf of the Petitioner, in respect of the Tariff Petition, I am the principal
authorized representative/attorney of the Petitioner in terms of the authority and powers vested in and conferred on

me, the Deponent, vide the duly passed resolution(s) of the board of directors (the “Board”) of the Petitioner dated
April 15, 2022.

(c) The contents of the accompanying Tariff Petition are true and correct to the best of my knowledge and belief, and
nothing material or relevant thereto has been concealed or withheld therefrom.

(@) Al further documentation and information to be provided by me, the Deponent, on behalf of the Petitioner, in
connection with the aforesaid Tariff Petition shall be true and correct to the best of my knowledge and belief.

VERIFICATION

It is hereby verified on solemn affirmation at Karachi, Pakistan on this /z4.0_07 2 © 2.2, that the contents of the
above Affidavit are true and correct to the best of my knowledge and belief, and that nothing material or relevant
thereto has been concealed or withheld therefrom to the best of my knowledge and belief.
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BEFORE

» ; . AVFIDAVIT of TABISH TAPAL, son of Moiz S. Tapal, resident of 33-B, 3™ Gizri Street, Phase 1V, DHA, Karachi and
i - holding CNIC No. 42301-2385059-9 (the “Deponent™), beiig the ‘CHIEF EXECUTIVE OFFICER’ of TAPAL ENERGY

(PRIVATE) LIMITED (a compary duly established and existir g wndler the laws of Pakistan with its corporate office
located at F-25, Block 5, Rojhan Street, Kehkashan, Clifton, Karachi, Pakistan ):

I, the above-named Deponer;t, do hereby solemnly affirm and declare that:

i
t
i
i
! (a) Iam the ‘CHIEF EXECUTIVE OFFICER’ of TAPAL ENERGY (PRIVATE) LIMITED {(a company duly established and
|

existing under the laws of Pakistan with its corporzte office located at I™-25, Block S, Rojhan Street, Kehkashan,
Clifion, Karachi, Pakistan) (the “Petitioner”).

(b) For the purposes of preparation, finalization, submission and filing (including all matters in respect of the same),
h{ on behalf of the Petitioner, of the accompanying tariff petition (including all supporting documents attached
. thereto) dated Jrose 07 203 (the “Tariff Petition”) before the NATIONAL ELECTRIC POWER
REGULATORY AUTHORITY (the “Authority”) and for the purposes of further representing the Petitioner and
performing all acts and deeds, on behalf of the Petitioner, in respect of the Tariff Petition, I am the principal
authorized representative/attorney of the Petitioner in terms of the authority and powers vested in and conferred on

me, the Deponent, vide the duly passed resolution(s) of the board of directors (the “Board”) of the Petitioner dated
April 15, 2022.

i (c) The contents of the accompanying Tariff Petition rre t:: < L ospet o the best of my knowledge and belief, and
; nothing material or relevant thereto has been concealea wi-witkela therefrom.

(d) All further documentation and information to be provided by me, the Deponent, on behalf of the Peﬁtioner, in
connection with the aforesaid Tariff Petition shall be true and correct to the best of my knowledge and belief.

- DEPONENT
VERIFICATION

(e) Itis hereby verified on solemn affirmation at Karachi, Pakistan on this (Jrsme 07 2022~ , that the contents of
the above Affidavit are true and correct to the best of my knowledge and belief, and that nothing material or relevant
thereto has been concealed or withheld therefrom to the best of my knowledge and belief.

FED < ~ DEPONENT

o
“/ik*ﬁm
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COoPY OF EXTRACT OF
RESOLUTION PASSED BY
.BOARD OF DIRECTOR OF
TAPAL ENERGY (PRIVATE) LIMITED




. -

TAPAL ENERGY (PRIVATE) LIMITED

Corporate Office: F-25 « Block 5 « Rojhan Street

' Kehkashan « Clifton « Karachi - 75600 « Pakistan
Eaggy Tel. :+92-21-35876994 - 7 _
TAPAL Fax :+92-21-35876991 & 35876993 ”

ENERGY Email : telcoff@tapalenergy.com.pk

CERTIFIED TRUE COPY OF RESOLUTION
OF THE BOARD OF DIRECTORS OF
TAPAL ENERGY (PRIVATE) LIMITED
PASSED ON APRIL1S, 2022

“It is hereby unanimously resolved that:

(A) Tapal Energy (Private) Limited (a private company duly established and existing under

(B)

the laws of Pakistan with its registered office located at 155-A, Street no. 37, Sector F-
10/1, Islamabad, Pakistan) (the “Company™), being currently in the process of extending
the current term of the power purchase arrangement by two (2) years (the “Two Year PPA
Term Extension”) (on such terms as are mutually agreed and subsequently approved by
the board of directors of the Company (the “Board”) to be executed with K-Electric
Limited (a public limited company duly established and existing under the laws of
Pakistan with its registered office located at KE House, 39-B, Sunset Boulevard, Phase-II,
Defence Housing Authority, Karachi, Pakistan) (“KIE”) in respect of its 126 MW (Gross)
thermal power generation facility located at Deh Gondpass, Tapo Gabopat, Hub River
Road, Taluka & District Karachi (West), Karachi, Sindh, Pakistan, Be And Is Hereby
Authorized to prepare, finalize, deliver, file, apply, submit, and further pursue pursuant
to the applicable laws of Pakistan, including the ‘Regulation of Generation, Transmission
and Distribution of Electric Power Act, 1997° (the “NEPRA Act”) and the rules and
regulations made thereunder (the “Applicable NEPRA Laws™), a tariff petition (together
with all documents attached thereto) (the “Tariff Petition) before the National Electric
Power Regulatory Authority (the “Authority”) for the Authority’s approval and in
relation thereto, enter into and execute all required documents, make all filings, attend all
hearings, provide all required information and pay all applicable fees, in each case, of any
nature whatsoever. ;

TFurther Resolved That, in respect of the matters relating to the Tariff Pétition, Mr. Tabish

Tapal (being the chief executive officer of the Company and having CNIC No 42301-
2385059-9) and Mr. Mustafa Lakdawala (being the chief financial officer of the
Company and having CNIC No 42201-3140375-9) Be And Are Hereby singly and jointly
appointed as authorized representatives of the Company and are Hereby authorized and
empowered for and on behalf of the Company, as the Company duly appointed
Authorized Repvreéentatives, to address, perform, negotiate, decide, execute, implement
and/or undertake all matters of any nature whatsoever in relation to the Tariff Petition
including, without limitation:

(1)  review, execute, submit, and deliver the Tariff Petition and any related documentation

required by the Authority for its approval of the Tariff Petition including aw

Registered Office : 155-A e Street No. 37 e Sector F-10-1 e Islamabad » Pakistan & Yel: +92-51-2321191 e Fax : +92-51-2321193
Plant : Deh-Gondpass  Tapo Gabopat e Hub River Road ® Taluka & District Karachi (West) @ Karachi ® Pakistan Page | 1
Tel : +92-21-35205393 e Fax : 4-92-21-35205393 e Main Off Fax Extn : 301 Control Room Fax Extn : 302
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(if)

(iii)

(iv)

™

contracts, documents, powers of attorney, affidavits, statements, letters, forms,
applications, deeds, guarantees, undertakings, approvals, memorandum,
amendments, letters, communications, notices, certificates, request statements and
any other instruments of any nature whatsoever;

represent the Company in all negotiations, representations, presentations, hearings,
conferences and/or meetings of any nature whatsoever with any entity (including, but -
in no manner limited to the Authority, KE, any private parties, companies,
partnerships, individuals, governmental and/or semi-governmental authorities and
agencies, ministries, boards, departments, regulatory authorities and/or any other
entity of any nature whatsoever);

sign, execute and deliver, for and on behalf of the Company, all necessary
documentation (including any contracts, documents, powers of attorney, affidavits,
statements, letters, forms, 'applications, deeds, guarantees, undertakings, approvals,
memorandum, amendments, letters, communications, notices, certificates, request
statements and any other instruments of any nature whatsoever), pay the necessary
fees, appear before any entity (including the Authority, KE, any private parties,
companies, partnerships, individuals, governmental and/or semi-governmental
authorities and agencies, ministries, boards, departments, regulatory authorities
and/or any other entity of any nature whatsoever), as required from time to time, and
do all acts necessary for processing and further approval of the reference tariff, as
applied pursuant to the Tariff Petition, by the Authority;

further sub-delegate any or all of the aforementioned powers and authorities to one or
more officers of the Company or any other person or persons, singly and/or jointly;
and,

do all such acts, deeds and things as may be necessary for carrying out the purposes
aforesaid and give full effect to the above resolutions.

(C) Further Resolved That this resolution supersedes the resolution dated 1! March 2022
previously passed on this subject.

- OJo
Musfafa Lakdawalh
Company Secretary

Page | 2
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DETAILS OF COMPANY

1.2

12.1

1.2.2

NAME & ADDRESS

TAPAL ENERGY (PRIVATE) LIMITED
F-25, Block 5, Clifton Karachi
Pakistan

Tel: +92-21-35876994

Fax: +92-21-35876991

AUTHORIZED REPRESENTATIVES

MR. TABISH TAPAL

Chief Executive Officer,

Tapal Enérgy (Private) Limited.
Email: tabish(@tapalenergy.com.pk
Mobile: +92 300 8220960

MR. MUSTAFA LAKDAWALA

Chief Financial Officer,

Tapal Energy (Private) Limited.
Email: mustafa@tapalenergy.com.pk
Mobile: +92 300 8292078
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INTRODUCTION TO COMPANY & THE PROJECT

2.1

2.13

2.2

221

222

THE COMPANY & PROJECT DEVELOPMENT BACKGROUND

TAPAL ENERGY (PRIVATE) LIMITED (a company duly established and existing under the laws of
Pakistan with its corporate aoffice located at F 25, Block 5, Clifton, Karachi, Pakistan and its
registered office located at 155-4, Street No. 37, Secior F-10/1, Islamabad, Pakistan) (the
“Company”), being the petitioner under this tariff petition (“Tariff Petition) for approval and
grant of a reference generation tariff (“Reference Generation Tariff”), was set up and established
on March 1, 1995 for the purposes of undertaking the project (the “Project”) relating to the
development, setting up, implementation, construction and operation of a 126 MW (Gross) thermal
power generation facility (the “Facility”) located at Deh Gondpass, Tapo Gabopat, Hub River
Road, Taluka & District Karachi (West), Karachi, Sindh, Pakistan (the “Site”).

The Company’s shareholding pattern and constitutional documents are attached herewith as
follows: '

(i) ANNEXURE A (Shareholding Pattern),

(i) ANNEXURE B (Mem(.)randum and Articles of Association); and

(iii) ANNEXURE C (.Certiﬁcate of Incorpomtll'on).

The Project is being undertaken and implemented pursuant to the vaenlment of Pakistan’s (the
“GoP”) ‘Policy Framework and Package of Incentives for Private Sector Power Generation

Projects in Pakistan’ formulated in March 1994 (the “1994 Power Policy”). Key milestones
relating to the developmental phase of the Project are noted below:

“MILESTONE: 228 DATE OF ACHIEVEMENT:
Submission of application June 16, 1994

Issuance of Letter of Interest June 28, 1994

Issuance of Letter of Support September 18, 1994

Date of Financial Closing _ April 18, 1996
Commissioning Date June 20, 1997

-

The Company initially procured a license in January 1997 under the Eleétricity Act, 1910. Later,
the Company obtained a generation license No. IPGL/010/2003 dated August 26, 2003 (the
“Generation License”) from the National Electric Power Regulatory Authority (“Authority”)
under the ‘Regulation of Generation, Transmission and Distribution of Electric Power Act, 1997’
(the “NEPRA Act”) and the rules and regulations made thereunder. Further details of the
Generation License and modifications therein are mentioned in Section 5 (The Generation License) -
below. '

.

THE CONTRACTUAL ARRANGEMENTS

For the purposes of developing the Project under the 1994 Power Policy, the Company entered into,
inter alia, the following contractual arrangements:

-CONTRACTUAL'ARRANGEMENT: "2 w10 . | DATE OF EXECUTION "7 = i iliaigen
IMPLEMENTATION AGREEMENT August 8, 1995

ORIGINAL POWER PURCHASE AGREEMENT September 26, 1995

FUEL SUPPLY AGREEMENT March 7, 1996

GOP GUARANTEE April 18, 1996

In addition, the Company also entered into:

(i) engineering, procurement and construction (i‘EPC”) arrangements for the Facility with world-
class EPC contractors / suppliers, such as Holland’s Power Construction Company BV and
Finland’s Wartsila Diesel and ABB Industry; and




223

2.2.4

225

2.2.6

227

228

229

2.3

23.1

(i) operations and maintenance (“O&M™) arrangements with Waitsila Diesel Pakistan (Private)
Limited and subsequently with Sithe Mauritius Power Services.

The Company, through its experienced and highly skilled in-house resources, has been operating
and maintaining the Project and the Facility (including its efficiency and reliability) since the
commissioning date. The successful operations of the Project and the Facility are a testament to the
Company’s in-house team’s excellence.

The power purchase agreement dated September 26, 1995 (“Original Power Purchase
Agreement”) executed between the Company and K-Electric Limited (formerly Karachi Electric
Supply Corporation Limited, a public limited company duly established and existing under the laws
of Pakistan with its registered office located at KE House, 39-B, Sunset Boulevard, Phase-II,
Defence Housing Authority, Karachi, Pakistan) (“KE”) in relation to the Project expired on June
19, 2019, following whlch the above framework of contractual arrangements also expxred
therewith. )

Considering the shortfall of power in KE’s systems and based on the mutual agreement between
the Company and KE, KE issued a letter of interest to the Company to procure power from the

. Company for a further period of 5 years through extending the term of their power purchase -

arrangement.
Upon receipt of the letter of interest from KE:

(i) the Company commissioned the ‘remaining useful life assessment” ("RULA™) to the
renowned engineering consultant, M/s Continental Marine Energy Sdn Bhd (CME), Malaysia,
who authored the ‘Remaining Useful Life Assessment (RULA) Study Report® dated October
1,2018 (“RULA Study Report™); '

(ii) thé Company filed the ‘Licensee Proposed Modification of Generation License’ before the
Authority vide its application dated November 29, 2018, seeking an extension of 10 years in
the term of the Generation License; and

(iii) the Company applied for a cost-plus tariff for a 5 year power purchasé agreement extenston
term vide its tariff petition No. TEL/NEPRA/011/19 dated December 7, 2018 before the
Authority.

Considering the remainihg useful life of the plant and satisfactory performance of the Company,
the Authority extended the term of the Generation License for 10 years, that is up to June 19, 2029 )
vide approval No. NEPRA/R/LAG-11/7639-44 dated March 9, 2020.

Additionally, after a-series of applications and review requests filed by the Company, the Authority
issued its tariff determination No. NEPRA/R/SA(Tariff)/ TRF-460/TEPL-2018/14643 dated June
9, 2020 for a 3-year power purchase agreement extension term (“Tariff Determination”) as agai(nst
the Company’s request for 5 years.

Subsequently, KE and the Company negotiated and finalized a power purchase agreement which
was provisionally approved by the Authority on August 4, 2021. However, signing of the said
power purchase Agreement was pending for want of a clarification requested by the Company from
the Authority vide its letter No. TEL/NEPRA/003/21 dated September 17, 2021. The required
clarification was provided by the Authority vide its letter No. NEPRA/Consultant (RE/Tech)/LAD-
01/2914-15 dated February 21, 2022, following which KE and the Company are now in the process
of finalizing and executing the said power purchase agreement (the “Three Year Extension Term
PPA”). :

THE PROJECT SPONSORS

TAPAL GROUP

THE TAPAL GROUP, principals of AMEEJEE VALLEEJEE & SONS (PVT.) LIMIfED (“AVS”) was
established in 1867. AVS has wide experience in the engineering and construction related activities
ranging from ship building to barge construction/repairs to power plants. It has represented some




of the most renowned international companies such as ABB, Chint, Streinmuller, Lurgi, Standard
Kessel, Henkels, Dorr Oliva, Atlas Copco etc. in Pakistan and has been instrumental in
development of the economy of the Pakistan. The Tapal Group currently holds 50% of the
shareholding in the Company and is responsible for the management of the Company.

SITHE MAURITIUS LIMITED

SITHE MAURITIUS LIMITED (“SML”) is a private limited company, an entity set up and 100%

+ owned (as an investment holding company) by MARUBENI CORPORATION (“Marubeni”). SML

currently holds 50% of the share capital in the Company. .

Marubeni is one of the leading trading and investment houses of Japan that was founded in May |
1858. It has total of 133 branches and offices, consisting of Head Office in Tokyo, 12 branches and
offices in Japan, 58 overseas branches and offices, and 29 overseas corporate subsidiaries
containing 33 branches and offices, and is involved in a broad range of sectors on global level
including, inter alia, power, food materials, food products, textiles, materials, pulp and paper,
chemicals, energy, metals and mineral resources and transportation machinery. Marubeni has .

45,470 employees within its group and total assets of around USD 61 billion.

Marubeni is very active in the power sector industry, it owns and operates 73 I(W)PP projects with
a total gross capacity of 38,03 1MW globally as of January 31, 2022.

Marubeni’s role in the IPP business includes development, financing, equity participation as well
as engineering, procurement, and construction and operation and maintenance. Marubeni operates
IPP projects in around 19 countries around the world, including Pakistan, Taiwan, Indonesia,
Philippines, South Korea, Singapore, Oman, UAE, Saudi Arabia, Tunisia, Qatar, Portugal, Chile,
Trinidad and Tobago, Jamaica, and USA. In addition, Marubeni, through its EPC arm, Marubeni
Power & Infrastructure Systems Corporation, has delivered power plants in 56 countries, of which
agprepate generation capacity is 112,444MW as of March 31, 2021.
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BACKGROUND To THIS TARIFF PETITION

3.2

3.2.1

33

3.3.1

34

3417

342

343

344

THE POWER PURCHASE AGREEMENT

For the purposes of, inter alia, sale of the power generated by the Facility and to set out the terms
and conditions relating to the same, the Company and KE finalized an agreement entitled ‘POWER
PURCHASE AGREEMENT” (i.e. the Three Year Extension Term PPA). It is highlighted, specifically
for the purposes of this Tariff Petition, that the current term of the said power purchase agreement
as set out therein in terms of its Section 2.2 (Term), is 36 consecutive months commencing from
June 20, 2019, unless terminated earlier.

In addition, it is noted that the Three Year Extension Term PPA also contemplates a mechanism
for renewal of its term prior to its expiry pursuant to Section 2.2(b) thereof, which states as follows:

“In the event that either Party: (i) requests for an extension of the Term under this

Agreement or (ii) proposes 10 execute a new.agreement with the other Party on
revised tariff upon expiry of the Term; the Parties shall, in each case, be required
fo enter into discussions at least eight (8) Months before the expiry of this
Agreement and approach NEPRA six (6) Months before the expiry of this
Agreement for necessary approvals as required under the applicable Laws.”

THE CONTEMPLATED EXTENSION OF THE TERM OF THE APPROVED EXTENSION TERM PPA

Considering, inter alia, that the Company has successfully operated its-Facility, has catered for
KE’s consumer requirements by generating average around 735.962 per annum upto June 2021,
and has met its generation obligations for over 24 years, the Company and KE (pursuant to Section
2.2(b) of the Three Year Extension Term PPA) have been engaged in discussions for extending the
term of the power purchase agreement for an additional period which shall commence on June 20,
2022 (the “Extension Commencement Date™). '

THE KE CONSENT

In response to the-Company’s request, KE has issued its consent vide KE’s letter bearing reference
No. CEOSEC_199_061221 dated December 6, 2021 to purchase power for an additional 1 year. In
continuation to the KE letter bearing reference No. CEOSEC 199 061221 dated December 6,
2021, KE subsequently issued a letter to the Company dated April 13, 2022 bearing reference No.
CEOSEC_247 13042022 requesting a further extension of the term, such that the additional term
of the power purchase arrangement between the Company and KE extends for two years i.e. till
June 19, 2024 (“Two Year Extension Term PPA”) with the option of successive extensions on a
year-to-year basis. Copy of the KE power purchase consent letter No. CEOSEC_199_061221 dated
December 6, 2021 and No. CEOSEC_247 13042022 dated April 13, 2022 are attached hereto at
ANNEXURE D (the “KE Power Purchase Consent™)

THIS PETITION FOR APPROVAL OF REFERENCE GENERATION TARIFE-

Based on the KE Power Purchase Consent and in view of the submissions set out herein, the
Company has prepared and hereby subimits before the Authority this Tariff Petition for approval of
the Reference Generation Tariff that will apply during the Two Year Extension Term PPA.

At the outset, the Company takes this opportunity to elaborate on the imperative nature of the
Authority determining a distinct tariff for the Two Year Extension Term PPA, instead of extending
the Tariff Determination for the Three Year Extension Term PPA.

In this regard, please find enclosed emails from KE dated February 18, 2022 and April 22, 2022
(“KE Capacity Factor Confirmation™), through which KE has informed the Company of its
anticipated off take for the Two Year Extension Term PPA, which translates to an annual capacity
factor of 30.38% for the first year and a capacity factor of 29.58% for the second year as
ANNEXURE E (KE CAPACITY FACTOR CONFIRMATION).

This is a sharp contrast with the capacity factor assumed in the Tariff Determination of 71% for the
Three Year Extension Term PPA on a take and pay basis. Moreover, whilst the ‘assumed’ annual
capacity factor under the Tariff Determination (for the Three Year Extension Term PPA) is 71%, ;

20




the ground realities of off-take by KE are demonstrated through the actual data for the past 31
months as follows: .

‘FrOM
JUNE 20, )
‘DESCRIPTION 201910 | 2019-20 | 2020-21 2021-22 TOTAL
JUNE 30,
) 2019 n
: 1;3324220022 - PROJECTED .
"RTO 3151‘ 1 FEBRUARY -
A TH
JANUARY | 1O -.12902‘2].‘”‘-’_}3
2022 | AT
Capacity - MW 123.50 123.50 123.50 123.50 | 123.50 123.50
No. of Days 11 365 365 215 139 1,095
Actual Dispatch -
MWh 29,597 | 626,766 | 736,790 368,386 275,705 2,037,244
Actual Dispatch ’
Factor % 62.77%
Authority’s
Determination % ] 71.00%

-

3.4.5 The above data demonstrates that the actual off-take for the Three Year Extension Term PPA is on
average 62.77%, which is in sharp contrast to the capacity factor of 71% detcrmmed by the
Authority for the Three Year Extension Term PPA.

3.4.6 It may be noted that if the Authority anticipates the Company to provisionally generate and provide
energy after expiry of the Three Year Extension Term PPA, for any part of the Two Year Extension
Term PPA, on the Tariff Determination (on take and pay basis) without revising the tariff on the
KE anticipated capacity factor, it will result in substantial losses to the Company. Not only is this
commercially non-viable, but it is contrary to Rule 17(3) of the National Electric Power Regulatory
Authority (Tariff Standards and Procedure) Rules, 1998, which states and provides that licensees
should receive adequate compensation for their costs as set forth below:

“Tariffs shall be determined, modified or revised on the basis of and in accordance
with the following standards, namely.-

(V) tariffs should allow licensees the recovery of any and all costs prudently incurred
fo meet the demonstrated needs of their customers, provided that, assessments of
licensees, prudence may not be required where tariffs are set on other than cost - of
- service basis, such as formula-based tariffs that are deszgned 10 be in place for more
than one years;

(i) tariffs should allow licensees a rate of return which promotes continued
reasonable investment in equipment and facilities for improved and efficient service;

(v) tariffs should reflect marginal cost principles to the extent feasible, keeping in
view the financial stability of the sector;

(viii) tariffs may be set below the level of cost of providing the service to consumers
consuming eleciric power below the consumption levels determined for the purpose
Jrom time to time by the Authority, as long as such tariffs are financially sustainable.”




.
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Therefore, it may be appreciated that if the existing tariff is not revised at the KE anticipated capacity
factor and in terms of the Reference Generation Tariff, the Company shall not be able to recover its costs
prudently incurred and will not be able operate the Facility on a commercially viable basis.

35 SUBMISSION

3.5.1 Pursuant tothe applicable laws of Pakistan, including the NEPRA Act and the rules and regulations
made thereunder, the Company hereby submits for the Authority’s kind and gracious consideration
this Tariff Petition and prays the Authority approves the Reference Generation Tariff to cater for
and which shall apply, in each case, for the Two Year Extension Term PPA.

3.5.2 This Tariff Petition is submitted in triplicate.

3.53  This Tariff Petition is being submitted with the required fee (as communicated by the Authority)
through a non-refundable bank draft/pay order in the amount of PKR 1,869,444/- (Pakistani Rupees
One Million Eight Hundred Sixty Nine Thousand Four Hundred and Forty Four only) dated June
7, 2022 drawn in favor of the Authority.
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THE FACILITY

THE FACILITY TECHNICAL SUMMARY

The Facility owned, operated and maintained by the Company has, over 24 years, been a source of
supply of reliable power generation for KE and is exemplary in the country’s power sector. Briefly,
the salient technical features of the Facility, as certified and confirmed in the detailed and
exhaustive RULA Study Report, duly submitted with the Authority during our application for Three
Year Extension Term PPA Tariff and while applying for the extension in the term of the Generation
License of the Company up to June 2029, are provided below for the Authority’s reference: »

126 MW

_FACILITY GROSS CAPACITY -

EPENDABLE CAPACITY | 123.5 MW

HFO/LFO - Diesel Engine, Stork - Wartsila, Model

s TeamoLo0y

:.,-EACI_LI'_'I“'){:’CQNFIGURATION "] 12 Internal Combustion Diesel Engines

Further, it is highlighted that the Facility (as confirmed by the RULA Study Report):

(i) was designed, engineered and constructed by Power Construction Company BV of Holland '
- with Wartsila Diesel and ABB Industry of Finland being the equipment suppliers;

(i) was designed for continuous operation on heavy fuel oil with start and stops on light fuel oil;

(iii) is equipped with fuel handling, storage and purification system;

(iv) has an operation method that is automatic, with automatic synchronizing and load sharing using
a PLC based control system; and

(v) generates power at 11 kV, which is stepped up to 132 kV through 3 main transformers and
subsequently supplied to KE’s grid system.

In addition, for the Authority’s benefit and reference, without, in any way limiting the
comprehensive analysis presented in the RULA Study Report, Section 13 (Conclusion &
Recdmmendation) of the-RULA Study Report is reproduced below: !

“13.0 Conclusion & Recommendations

The study carried out 1o assess the condition of engines and critical electrical components
covering generator and power transformer concluded with ratings Very Good, Good and
Acceptable condition and expected remaining useful life. It is pertinent to mention that the
qualitative condition assessment and expected life is based on good O&M management
practices, well maintained inspection, maintenance and other monitoring records, timely
execution of inspection and maintenance work order, replacement of component as per
preventive spares and follow instructions of troubleshooting as per OEM practices.

Based on study, following recommendations are made:

(a) The overall condition of Engines is ‘Good’, and the expected remaining life is 10
years. The condition of Generator units is generally found to be in range from
‘Good’ 1o ‘Acceprable’ with expected safe remaining useful life of up to 10 years.
The condition of all Power Transformers have been found to be ‘Very Good' with -
expected life more than 15 years. '

®) The condition of storage tanks at the plant facility is ‘Very Good'. Despite the
quantitative remaining life reported in the recent inspection reporis are suggesting
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beyond 15 years. However, due to aging corrosion is expected to increase specially
at attachments (Nozzles, Saddles, Staircase and other Structure, base plates, top
sides of tanks- eic.). At present, the rates of corrosion currently are under
accepltable limits. More robust risk based inspection and fabric maintenance,
coating and external inspection monitoring over the years is needed together with
audits of the safety and fire systems.

Tapal Energy (Pvt) Ltd, (the Asset Owner) to continue existing O&M Practices
Jor the upkeep of the assers, follow OEM recommended guidelines for the time
driven maintenance and inspection of engines and other critical assets.

Asset Owners may evaluate the requirements for further Condition Based
Maintenance practices, such as continued focus on Vibration Monitoring,
Thermographic Imaging and other use of NDT advanced methods (4coustics).
This can be done by independent plant machinery vibration analysis methods at a
periodic level. The objective is to collect data, identify vibration zones and
therefore, based on these studies improve Maintenance strategy and control on
aging, failures and leakages. '

Some of the critical Engine components such as Camshaft, Pistons, and its
associated mechanical components require continued focus in the inspection and
maintenance reporting e.g. photographic recordings, sample micro examination
of cam shaft wear etc. The objective is to capture signs of wear, aging efc. It is also
recommended that OEM guidelines for the camshaft inspection pertaining to wear
may be consulted for further improvement in inspection reporting.

1t is recommended that condition assessment methodology followed in this study
be practiced at regular levels to validate the findings. Next Condition Assessment
can be done in 5 years (2023) and further ascertain the expected life of engines
and critical machinery components and other assets. The condition assessment
may support asset owner in cost benefit and end of economic life assessments to
benefit the business.

It is recommended 1o follow the tesiing and inspection activities as suggesled
through LEAP test results for, all Generators in order to ensure the updaled
assessment of their conditions and subsequent corrective actions (if any) to be
taken.” .

Considering the afore-stated, the matters set out herein and the conclusions drawn in the RULA

Study Report, the Company expects and intends to operate the Facility for at least the Two Year -
Extension Term PPA. Thus, the Company submnits to the Authority, that the-Company is desirous
of continuing to generate power for onward sale to KE, and thus requests approval of the Reference
Generation Tariff to ensure effective and efficient implementation of the Two Year Extension Term

PPA.
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THE GENERATION LICENSE

5.1

5.1

5.2

5.2.1

5.2.2

5.3

THE GENERATION LICENSE

In January 1997, the Company initially obtained a license under the Electricity Act, 1910 following
satisfaction of the required legal requirements.

Following enactment of NEPRA Act and the rules and regulations made thereunder, the Company
applied to the Authority for procurement of a generation license for its Facility and on August 26,
2003, the Authority granted the Company the Generation License. A copy of the Generation
License is attached herewith at ANNEXURE F (Copy of Generation License) for the Authority’s -
reference.

THE GENERATION LICENSE FIRST MODIFICATION

It is highlighted for the Authority’s benefit that the Company previously submitted an application
dated May 22, 2018 (the “Generation License First Modification Application™) for modification
of its Generation License. The reason for submission of the Generation License First Modification
Application was to request for an extension of the term of the Generation License in order to bring
the same in line with the Original Power Purchase Agreement (that is, till June 19, 2019).

The Authority’s approval in relation to the Generation License First Modification Application was
received by the Company vide the Authority’s approval dated November 20, 2018 (the “NEPRA
First Modification Approval”) through which the term of the Generation License of the Company
was extended up to June 19, 2019. The NEPRA First Modification Approval is attached herewith
as ANNEXURE G (NEPRA First Modificatiorn Approval) for the Authority’s ready reference.

THE GENERATION LICENSE SECOND MODIFICATION

1t is submitted that the extension in the term of the Generation License for remaining useful power .
generation life of the Facility, a term much beyond the Two Year Extension Term PPA, has already
been granted by the Authority to the Company by way of the Generation License Second-
Modification vide the Authority’s approval No. NEPRA/R/LAG-11/7639-44 dated March 9, 2020
(the “NEPRA Second Modification Approval”), therefore, the Generation License of the
Company stands extended up to June 19, 2029. The NEPRA Second Modification Approval is
attached herewith as ANNEXURE G-1 (NEPRA SECOND MODIFICATION APPROVAL) for the
Authority’s ready reference.
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KEY CONSIDERATIONS

6.2

62.1

6.2.2

6.2.3

6.3

6.3.1

DEMAND FOR ELECTRICITY

It is highlighted that KE, being the only distribution / transmission company which has the
exclusive right and legal capacity to distribute / transmit electricity in its territorial area including -
Karachi, continuously faces challenges in meeting the ever-growing electricity demands of the
financial hub and economic lifeline of Pakistan. In pursuing its need for power to meet the ever-
increasing demand from its customers, KE has issued its consent vide the KE Power Purchase
-Consent to the Company, whereby it shall continue to purchase power from the Company for at

least 2 more years (via the proposed Two Year Extension Term PPA) beyond the Three Year
Extension Term PPA.

The Authority’s approval of the Reference Generation Tariff and the subsequent implementation
by KE and the Company of the Two Year Extension Term PPA will ensure continued supply of
reliable electricity to the consumers of KE until June 19, 2024 — a critical consideration in light of
the exclusive right, current power generation capacity and demand in KE’s distribution area(s).

THE COMPANY — A RELIABLE SQURCE OF POWER GENERATION

The Company has successfully operated its Facility; has catered for KE’s consumer requirements
by exclusively generating an average of 735.962 GWh per annum since its commissioning in 1997,
and has met its obligations under the Original Power Purchase Agreement and the Three Year
Extension Term PPA for over 24 years, the Company holds a very significant role in supply of
power to the west side of KE’s transmission-network as the power generated by the Company is
transmitted to KE’s grid stations of Baldia and Hub -~ which onwards supply power to major
industrial and commercial customers of KE. The monthly load pattern of dispatch from the Facility
over the last 3 years is set out below for the Authority’s reference: _

i J— e e it e

Actual Dispatch from 20" june 2019 to 31% January 2022
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Jun-19
Jul-19 |
Aug-19 ‘
Sep-19 |
Oct-19 *
Nov-19
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' ' sma Actual Dispatch
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Additionally, the Facility has been used as a ‘black start facility’ by KE, enabling the grid power
systems to recover from a blackout in various instances of widespread power outage. Time and
again, KE has acknowledged the Facility’s contribution in restoring its system.

The Facility’s continued operations during the Two Year Extension Term will be available to KE
in case any such outage or blackout occurs.

THE COMPANY — AN EXPERIENCED POWER PRODUCER

The Company has been in the business of generating and selling electricity since 1997. The
Company, with its extensive experience of over 24 years, has not only satisfied its obligations but
has also established itself as an experienced and reliable power producer in Pakistan’s power
generation industry.




6.4

6.4.1

6.5

6.5.1

6.6

6.6.1

6.7

6.7.1

6.8

6.8.1

THE FACILITY

As highlighted in Section 4 (The Facility) of this Tariff Petition, the Facility’s remaining useful life
has been quantified and certified for a period exceeding the period relating to the Two Year
Extension Term PPA. With efficient and reliable European equipment and machinery being
fundamental to the Company’s success as a power producer for over 24 years, it is submitted that
due consideration is given by the Authority to the benefits that will be driven from the continued
use of the Facility.

THE Two YEAR EXTENSION TERM PPA

It is submitted that with the current state of the well-maintained and ‘debt free’ Facility, the
consumers will ultimately benefit during the high demand months of KE, from the electricity
supplied by the Company during the period of the Two Year Extension Term PPA.

ALL REQUISITE INFRASTRUCTURE & ARRANGEMENTS ALREADY IN PLACE

Unlike the complexities and long gestation perjods involved in the development of a new power
generation facility, the Project, being operational now for the last 24 years, has all the requisite
contractual arrangements and other infrastructure requirements in place to continue power
generation for servicing the consumers of Pakistan largest city. It is noted that implementation of
the Two Year Extension Term PPA will neither require a financial close from lenders nor .
construction of any new transmission lines. With an offtake arrangement already in place and KE
itself being a strong supporter of and proposing the Two Year Extension Term PPA, the true
benefits of the proposed Two Year Extension Term PPA are submitted for due consideration by
the Authority, for the benefit of the consumers, and for the Authority’s approval of the Reference
Generation Tariff.

DEVELOPMENT & CONTINUED DEPLOYMENT OF EXCEPTIONAL HUMAN RESQURCES

The Company has, over the years, developed highly skilled, experienced and exceptional human
capital, which continues to form the backbone of the Project’s success and excellence. While the
Company entered into operations and maintenance contractual arrangements with Wartsila Diesel
Pakistan (Private) Limited and subsequently with Sithe Mauritius Power Services for the operations
and maintenance of the Facility in the initial years, it is highlighted that since the past 14 years, the
Company has been carrying out the operations and maintenance of the Facility solely through its
technically trained in-house resources. The Company’s in-house resources include experienced and
highly skilled personnei capable of performing the operations and maintenance of the Facility,
including services in relation to overhauls, major and routine maintenances with minimum input
from the original equipment manufacturers. The performance of the Facility is a testament to the
Company’s in-house team’s excellence and, as a result, implementation of the Two Year Extension .
Term PPA will ensure continuation of such un-parallel efforts. ! ’

INITIAL PROJECT COST & FINANCING

It is noted that the initial cost of development and setting up the Project was funded on the basis of
a debt-to-equity ratio of 75:25. Further, it is submitted that white the entire debt was retired by the
Company by 2004, the initial equity of USD 33,774,000, considering the Project was set up on 2
Build Own Operate (“BOO”) basis, was never redeemed and still remains invested in the Project.
The Company, subject to approval of the Reference Generation Tariff and the execution of the Two
Year Extension Term PPA, aims to retain the equity in the Project and form, at the very minimum,
the basis of continued operations during the Two Year Extension Term PPA.

In addition, the Company requests the Authority’s appreciation of the fact that besides the initial
equity, the Project sponsors have endlessly, to date, endeavored to continuously improve and
maintain the Facility through substantial investments in major overhauls and replacement of parts
and components in accordance with the parameters and world class standards prescribed by the
original equipment manufacturers hence assuring the reliability envisaged during the Two Year
Extension Term PPA.
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7. REFERENCE GENERATION TARIFF SUMMARY

7.1 THE REFERENCE GENERATION TARIFF COMPONENTS

7.1.1  Inview of the Authority’s previous tariff determinations in case of the Company and the prevailing
regime for thermal independent power producers (the “IPPs”) in Pakistan, the Reference
Generation Tariff is broken down in the following two key components:

(i) the energy charge component of the Reference Generation Tariff (the “Energy Charge”); and
(i) the capacity charge component of the Reference Generation Tari_ff (tl;c “Capacity Charge”).
7.2 SUMMARY ' | '
7.2.1 Based on the Reference Date of January 31, 2022 (“Reference Date”) (Subject to indexation at the
start of Two Year Extension Term PPA period and at a plant dependable capacity of 123.5 MW

(net at reference site conditions) and detailed financial analyses, the proposed Reference Generation
Tariff is hereunder:

gﬁﬁ?}; -.j‘ft‘f‘:Cé‘::g; TOTAL REFERENCE
P _"GENERATIONTARIFF :
PKR/KWh | PKR/KWM | PKR/KWh

22.5020 4.0328 26.5348

22.5012 4.1300 . 26.6312

22.5460 1.8315 : 243775

73 THE REFERENCE GENERATION TARIFF TABLE

7.3.1  The Reference Generation Tariff Table is prepared at following reference parameters prevailing on
January 31, 2022.

ANNUAL "~ - DISPATCH' FACTOR As
,_INDICATED BYKE g .

0 Lt FOR THE. FIRST YEAR OF ™ THE | 30.38%

v ~ PROPOSED Two YEAR EXTENSION‘ _
- TERMPPA- : .
' FOR ‘THE: SECOND YEAR OF THE | 29.58%
'-PROPOSEDTWOYEAREXTENSION: .

: PPA TERM

- 2 Year .

‘REFERENCE DATE : 2 .| Jannary 31, 2022

START OF. THE TW (6) YEAR EXTENSION J une 20, 2022
"TERMPPA 5 R
-FUEL PRlCE»' = ] PKR 98,356.48 per ton
“KIBOR RATE | 10.36% per annum
"CONSUMER PRICE INDEX 158.78

EXCHANGE RATE PKR 17725 per USD

Forthe |'INDEXATION ASS_UMPTIONS 7| Reference Parameters to be indexed
< | with actual parameters prevailing on
: -] June 20, 2022 )
Authorlty s beneﬂt and approval the detalled table settmg out the Reference Generation Tariff (the
“Reference Generation Tariff Table”) is attached hereto at ANNEXURE H (REFERENCE

GENERATION TARIFF TABLE).
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ENERGY CHARGE
SUMMARY

The Energy Charge component of the Referejwe Generation Tariff is based on the actual kWh off-
take, and consists of:

(i) the fuel component (the “Fuel Cost Component”); and
(i) the variable O&M component (the “Variable 0&M Cost Component”).

8.1.2 A summary of the Energy Charge is provided in the following table:

ENERGY CHARGE PKR/kWh

PROPOSED REFERENCE TARIFF FOR THE
TwWO YEAR EXTENSION TERM PPA ~ YEAR

ONE 21.3745 1.1275 22.5020
PROPOSED REFERENCE TARIFF FOR THE 21.3745 1.1267 22.5012
TwO YEAR EXTENSION TERM PPA — YEAR

Two »

.INDEXED TARIFF OF THE TARIFF ::"::

S 2173210 008140 ] - 22,5461

DETERMINATION* (FOR INFORMATION) =

*Three Year Extension Term Reference Tariff as indexed at Reference Date Parameters prevailing on
January 2022 as are applied in calculation of the proposed Two Year Extension Term PPA Reference

Tariff-

8.2 FUEL COoST COMPONENT

8.2.1 ASSUMPTIONS

The basis for calculation of Fuel Cost Component have been adopted from the Tariff Determination
wherein the Authority had previously used an average of a 5 years’ performance data starting from
2014 up to 2018.

Notably the data that was being used in the Tariff Determination was not for the period of a term
immediately preceding 5 years but was based on the ‘estjmated’ calorific value in absence of the
‘actual’ calorific values for the said period. Thereby the Company has at an average suffered loss
of Rs 0.1822/kWh on account of the Fuel Cost Component for each kWh sold to KE. This is also
evident and is better explained in the following chart detailing the historical performance of the
Company over the Three Year Extension Term PPA.

s s i | e 2021-22
P B S 2020-287 0 PROJECTE |0 5
| Mermic | acroa | Acruar | AT | oy | Torar |- var
L o | FeeTO | 202122 | A
i oo JUNE 20220 |
Lower
Calorific
Value of
Fuel - :
Average Btu/Kg 38,447.87f 38,270.44| 3839522 38367.30| 38,383.59! 38,367.30
Furnace :
Qil )
Consumed Tons 135,846.45 | 160,175.65 | 80,335.76 | 59,936.85 | 140,272.61 | 145431.57
Export MWh 626,766 736,790 368,386 275,705 644,091 | 669,215.72
Heat Rate | Btuw/kWh 8,333.26 8,319.86 8,373.04 8,340.85 8,359.63 8,337.84




Fuel
Consumpti
¢ on Rate

' Plant
Efficiency %
Authority
Determine
d Plant
Efficiency %

g/kWh 216.74 217.40 218.07 217.39 217.78 217.32

40.94% 41.01% 40.75% 40.91% 40.82% 40.92%

41.34% 41.34% - - 41.34%

41.34%
p mALH |
In order to make the tariff truly reflective of the actual performance of the Facility, the Company
requests thie use of the actual data of performance recorded during the Three Year Extension Term

PPA, which is tabulated in the above chart for ease of reference.

The cost of fuel consumption for the Facility, at actual thermal efficiency of 40.92% (LHYV)
recorded during the Three Year Extension Term PPA, represents the Fuel Cost Component of the
Energy Charge. The main assumptions used to arrive at the Fuel Cost Component are provided
below:

40.92%

PKR 98,356.48 per ton (including transportation cost of PKR
506.48, subject to adjustments as per actuals) General Sales Tax
1 (“GST”) is not included in the RFO price and shall be a pass-
| through to KE at actual *

8,337.84 BTU/kWh

123.5 MW (net at Site reference conditions)

138,367.30 BTU/Kg

the actual GST charged on the Fuel Cost Component of Tariffisto |
be claimed at actuals from KE through monthly supplemental
| invoice.

8.2.2 INDEXATION & ESCALATION

n The Fuel Cost Component shall be zfdjusted on account of: _

(i) Fuel price variation of fuel consumed using First In First Out (“FIFO”) method duung period
of Two Year Extension Term PPA; and

(i1) the actual transportation charges.

82.3 INDEXATION FORMULA

The Fuel Cost Component shall be indexed based on the following formula:
FCrevy= Relevant Reference Generation Tariff Component * FPrevy/ FPen * CVirey/ CV (Rev).

Where:

FCgrevy = Revised Fuel Cost Component
FC(RC[) = Reference Fuel Cost Component
FP(ren = Reference Ex-GST delivered RFO price of PKR 98,356.48 per ton




8.3

83.1

FPrevy = Revised Ex-GST delivered RFO price per ton .

CV@eyy = Revised LHV actual calorific value
CV@men = Reference LHV calorific value of 38,367.30 BTU/Kg

VARIABLE Q&M COST COMPONENT

ASSUMPTIONS

This component includes the cost of lubricants, chemicals, consumables and spares consumed in
generation of power and are directly related to the electricity actually generated. The rate will be
indexed to the prevailing Consumer Price Index (“CPY”) of Pakistan. GST charged at prevailing
rates on this component shall be pass-through at actuals and is to be claimed through separate
monthly supplemental invoice(s).

The basis for calculation of Variable O&M Cost Component is the estimated cost of consumables,
spares and major/minor overhauls planned during the Two Year Extension Term PPA, due at the
intervals, as per the original equipment manufacturer (OEM) recommended maintenance cycle and
technical limits of our plant & machinery, becoming due at a dispatch factor of 30.38% for year
one and 29.58% for year two of the Two Year Extension Term PPA.

Details of the Variable O&M Cost Component is set forth below:

PROPOSED — | PROPOSED ~—
DESCRIPTION YEAR 1 YEAR?2

Oil and Lubricants including diesel Rs ‘000 122,266 119,377
Stores, spares and loose tools Rs ‘000 189,108 182,788
Provision for obsolescence of spares Rs ‘000 5,000 5,000
Capital Spares ) Rs ‘000 54,148 54,412
Total Rs ‘000 370,522 361,577
Dispatch factor % 30.38% 29.58%
Rs/kWh cost Rupees 1.1275 1.1267

In the Tariff Determination, the Authority used the average of the previous 5 year’s performance
data amounting to PKR 464,847,000 (that is, from 2015 up to 2019), being the actual data of the
immediately 5 preceding years.

Though the maintenance cost is based on the maintenance cycle to be followed based on the
anticipated running hours of plant operations, the Company managed to survive on the previously
given Tariff Determination, which was based on average historical cost, as the average was based
on a longer term and 62.77% dispatch factor and the maintenance cycle of plant equipment based
on running hours fell within the Three Year Extension Term PPA. However, in the instant case the
term of the power purchase agreement is only 2 years. With a low dispatch factor anticipated by
KE and high inflationary trends in the international markets, the Company requests that the
projected cost of maintenance detailed above (based on the maintenance plan developed for the
anticipated capacity factor given by KE and also considering the technical limits and maintenance
cycle recommended by the OEM, for the major components) should be considered to be fair and -
just, ensuring the recovery of real cost anticipated at the KE recommended dispatch during the Two
Year Extension Term PPA. ’ '

It may also be noted that the Company’s calculations show a lower absolute amount at KE
recommended dispatch factor of 30.38% and of 29.58% for the first and second extension term
respectively, of the Two Year Extension Term PPA as against the average absolute amount of the
preceding 3 year’s actual cost incurred on a dispatch factor of 62.77%.

The Company’s cost claimed for the Variable O&M-Cost Component compared to the recently
indexed Variable O&M cost allowed by the Authority to the power projects under 2002 policy,
which use similar technology (at the parameters) as the Company, as on January 2022 is as follows:

S.No. Power Project under Period of Indexation PKR/KkWh
2002 Power Policy
using similar
technology
1 Atlas Power Tariff for Jan — Mar 2022 1.6600
2 Liberty Power Tariff for Jan — Mar 2022 1.8131




3 " | Nishat Power Tariff for Jan ~ Mar 2022

1.6600
4 Tapal Energy Proposed Tariff at Reference date of Jan 2022 - 11275
¢ for Year 1 ,
Tapal Energy Proposed Tariff at Reference date of Jan 2022 1.1267 |
' for Year 2

The foregoing Variable O&M rates substantiate that the Company’s claimed amount is less than
the cost allowed to other similar projects. It is highlighted that the Company has only claimed the
amount for the Variable O&M Cost Component that is required for the actual major and minor
overhauls falling due in accordance with the machine hours clocked during the Two Year Extension

Term PPA at a capacity factor of 30.38% for the first year and 29.58% for the second year.

8.3.2 INDEXATION AND ESCALATION

The Variable O&M Cost Component of the Energy Charge shall be quarterly indexed to the CPI

of Pakistan, as notified by the Federal Bureau of Statistics.

8.3.3 INDEXATION FORMULA

The Variable O&M Cost Component shall be indexed based on the following formula:

V O&M .,y =Relevant Reference Generation Tariff Component *

(CPIrev/ CPIren)
O Where:
V O&Mrew = the revised Variable O&M Cost Component
of Tariff
V O&Meen = the reference Variable O&M Component
CPlRew) = the average revised CPI (General) for the preceding quarter
CPlres) = the reference CPI (General) of 158.78 for January 2022,
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9. CarACITY CHARGE

9.1 SUMMARY

9.1.1 The Capacity Charge component of the Reference Generation Tariff is conventionally payable on
the basis of available capacity declared periodically from the Extension Commencement Date.
However, due to the decision of the Authority in the Tariff Determination to only allow a take and
pay tariff to the Company, the fixed cost recovery components of the Company are calculated on
PKR/kWh basis on KE anticipated capacity factor of 30.38% for the first year and 29.58% for the
second year. The Capacity Charge component of the Reference Generation Tariff comprises of the
following components: -

@ the fixed operations and maintenance cost (the “Fixed O&M Cost Component”);
(ii) the insurance cost (the “Insurance Cost Component”);

(iii)  the cost of working capital (the “Cost of Working Capital Component”); and
(iv)  thereturn on equity (the “ROE”).

9.1.2 A summary of the Capacity Charge component of the proposed Reference Generation Tariff is
provided in the table below:

PKR/KW/h PKR/kW/h PKR/kW/h PKR/kW/h
First Year of the Two Year ‘ ’
Extension Term PPA
Reference Tariff @ 30.38% :
Dispatch Factor : 1.4024 0.4314 0.8363 1.3627
Second Year of the Two Year ‘ '
Extension Term PPA .
Reference Tariff @ 29.58% P
Dispatch Factor 1.4361 0.4419 0.8565 | 1.3955
INDEXED TARIFF OF LAST ; '
NEPRA TARIFF . :
DETERMINATION @ 71% ' |
DISPATCH FACTOR* 0.7132 0.1687 0.3665 |! 0.5830

*Reference tariff has been indexed at parameters prevailing in January 2022 (assumed as reference date for
this Petition), which is based on the adjustment/indexation mechanism provided in the Tariff Determination.

92 FIXep O&M €0sT COMPONENT : |

9.2.1 ASSUMPTIONS

The Fixed O&M Component of the Capacity Charge represents the fixed costs of the management
and staff of the Project; fixed cost of staff for operations and maintenance and firefighting;

" administration; security; transportation; staff meals; overheads; office costs; environmental
monitoring fee, audit fee, tax consultancy; legal fees etc.

The basis of our calculation is adopted from the Tariff Determination, wherein the Authority had
taken an average of last S years’ performance data starting from 2015 up to 2019 (being the actual
data of immediately preceding 5 years). Accordingly, the same philosophy has been adopted and
the actual data for the cost incurred during the last 3 years of operations starting from 2019 up to

2022 (being the actual data of immediately preceding 3 years) has been taken into consideration in
the following table: ’

9.22 FIXED O&M




|’"PROJECTED
‘| . FroM FEB
202110 ’.ﬁ';fT%gg;P,}
g JAN2022 | 4

Salaries,
Wages and .
Other
Benefits 361,078 | 368,839 227,854 154,850 382,704 370,874
Travelling :
and _
Entertainment 14,631 14,038 7,633 6,133 13,766 14,145 |
Rent, rates
and Taxes 11,923 11,729 7,972 6,448 14,420 12,691
Printing and
-Stationery 599 722 490 271 761 694
Postage,
telephone and i -
fax 1,140 1,139 847 457 1,304 1,194
Vehicle :
running and
maintenance 5,545 4,695 3,759 2,395 6,154 5,465
Repair and '
Maintenance 10,876 14,926 9,605 7,128 16,733 14,178
Legal and
Professional 4,594 8,372 910 2,999 3,909 5,625
Utilities 12408 |  1082| 12152 4337 16,489 | 13240
Training 41 ) - ) : 14
Security 193971 18,709 11,625 13,069 24,694 | 20,933
Auditor’s
remuneration 733 776 178 780 958 822
Fuel testing
and technical

| fees 611 1,025 894 432 1,326 987
Total 443,576 455,792 283,919 199,300 483,219 460,862

The proposed cost for the year 2022-2023 and 2023-24 has been assumed on the basis of average
cost incurred over the last 3 years, which will be adjusted to match the currently prevailing high
inflation rates by way of applying the CPI cost indexation factor to this reference cost at the start
of the term of Two Year Extension Term PPA.

The Company’s cost claimed for the-Fixed O&M Cost Component compared to the recently
indexed Fixed O&M Cost allowed by the Authority to power projects under the 2002 policy, which
use similar technology (at the parameters) as the Company, as on January 2022 is as follows:

S.No. Power Project under . Period of Indexation PKR “000
the 2002 Power Policy
using similar
technology

1 Atlas Power Tariff for Jan — Mar 2022 861,471
2 Liberty Power Tariff for Jan — Mar 2022 828,135 |
3 Nishat Power Tariff for Jan —~ Mar 2022 819,333
4 Tapal Energy Proposed Tariff at Reference date of Jan 2022 460,862

The cost claimed by the Company is significantly lower than the cost allowed to the other above

mentioned 2002 Policy Power Projects, therefore, in all faimess, the Company’s claim is justified

and it is humbly requested to be allowed by the Authority.
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INDEXATION & ESCALATION

The following indexation shall be applicable to the Fixed O&M Cost Component at the start of the
term of Two Year Extension Term PPA:

“The Fixed O&M Cost Component shall be quarterly indexed (first quarter starting from the date

commencing at the start of the Two Year Extension Term PFPA) to the CPI of Pakistan, as notified
by the Federal Bureau of Statistics”.

INDEXATION FORMULA
The Fixed O&M Cost Component shall be quarterly indexed based on the following forﬁmla:
FO&MLr..y=Relevant Reference Generation Tariff Component *
(CPIRen) / CPLRen)
Where:
FO&Mev) = the revised Fixed O&M Component of the Tariff
FO&MRen = the reference Fixed O&M Component of the Tariff Purchase Price quarterly
indexed to CPI of Pakistan.
CPlgrev = the average 1'evxsed CPI (General) for the preceding quarter.
CPlren = the reference CPI (General) 158.78 of January 2022
INSURANCE COST COMPONENT |
ASSUMPTIONS _i

The Insurance cost component consists of the customary industry vide covers taken for all-risk
insurance/reinsurance for the Project, as well as for business interruption insurance. The insurance
cost amounting to USD 800,000 per annum considered for the 2 year extended term is based on -
actual average United States Dollar based annual premium paid over the last 3 years and assuming
that the Authority will allow adjustment of this component to its actual cost paid to the insurance
company as per prevailing international insurance market pricing for the required coverage.

INDEXATION & ESCALATION

The Insurance Cost Component shall be indexed to the actual insurance cost for the cover required
under contractual obligations with KE allocated over the capacity factor determined by’ the
Authority. .

INDEXATION FORMULA

+

Insurance component of reference tariff shall be adjusted as per actual cost paid by the Company
according to the following formula:

AIC=Ins (Ref)}/ P (Ref) * P (Act).

Where

AIC = Adjusted insurance coniponent of tariff

Ins (Ref) = Reference ins.urance.component of tariff
P (Ref) = Reference premium

P (Act) = Actual premium

COST OF WORKING CAPITAL COMPONENT

The bases of calculation as applied by the Authority during the Tariff Determination of the Three
Year Extension Term PPA has been maintained.
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ASSUMPTIONS

A working capital (the “Working Capital”) of PKR 2,223,724,000 is required to finance:

(i) the inventory level of RFO equivalent to 15 days of generation at 100% load factor at the fuel
prices prevailing on the February 1, 2022; -

(ii) energy payments receivables along with GST for credit period of 25 days allowed to KE from
the date of invoicing; and

The cost of Working Capital is calculated at 12.36% comprising of 3 months Karachi Inter Bank '
Offered Rate (“KIBOR”) 10.36% + 2% spread.

INDEXATION & ESCALATION

The Cost of Working Capital Component of the Capacity Charge shall be quarterly indexed (first
quarter commencing from the start date of the Two Year Extension Term PPA), to:

(i) “the average of fuel price of closing fuel inventory at last day of the preceding quarter; and
(ii) 3 months KIBOR prevailing on the last day of the preceding quarter.

RETURN ON EQUITY

ASSUMPTIONS

The Authority, in its Tariff Determination has calculated the ROE component on the basis of
shareholder’s equity of PKR 3,732,042,000 calculated based on the investment in the Project of
USD 33,774,000 and converting equity at the rate of PKR 110.50 to USD 1. Though the Company
had contended that it is unequitable for the Authority to use an exchange rate prevailing in January
2018 as the basis of conversion, however, the Company’s submission was not accepted before the .
Authority and accordingly, the Authority calculated the ROE at the rate of 12% on the shareholders'
equity which resulted in the annual ROE of PKR 447,840,000.

The ROE component of the Capacity Chal ge caloulate on the basis adopted by the Authority in the
Tariff Determination, at the following parameters:

12%

.| None

| PKR 3,732,042,000

PKR 447,840,000

-~

The dispatch factor of 71% used by the Authority in the Three Year Extension Term PPA Tariff
Detenmination was limited to 62.77% (in actual), therefore, the IRR earned by the Company over
the Three Year Extension Term PPA, is 10.61%, which is less than the Authority allowed IRR of
12%. 5 '

Therefore, in all fairness and to adequately compensate the Company for the ROE duly allowed to
it by the Authority, it is prayed that the Authority may calculate the ROE at KE’s anticipated
dispatch factor of: (i) 30.38% and allow the tariff of PKR 1.3627/kWh for the first year of the Two
Year Extension Term PPA; and (ii) 29.5958% and allow the tariff of PKR 1.3955/kWh for the
second year of the Two Year Extension Term PPA.
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CRITICAL ADJUSTMENTS & PASS THROUGH ITEMS

10.1

10.1.1

10.2

10.2.1

102.2

1023

10.3

10.3.1

ADJUSTMENTS & PASS THROUGH ITEMS

The following adjustments and pass through items shall form an integral part of the basis on which
the Reference Generation Tariff has been prepared:

)] The Reference Tariff Table shall be reworked at the Extension Commencement Date to adjust
the factors prevailing on the Reference Date to those prevailing on the Extension
Commencement Date. '

(i1) Cost of any delay in payments by KE beyond its due date which has not been factored in the
calculation of Reference Tariff and shall be allowed or accounted for as an additional payment
in accordance with the agreed provisions pertaining to the cost of delay in payments covered
in the Two Year Extension Term PPA, as customary in such agreements.

(iii) Any taxes and levies etc. not factored in the Reference Generation Tariff calculation shall be
treated as a pass-through item. )

FORCE MAJEURE EVENTS

The Company requests the Authority that where force majeure events triggered by a “C'hange in
Law” or ‘changes in Government policies or Laws of Pakistan® (as defined in the Two Year .
Extension Term PPA) (the “Specific FMEs”): ' ’

(i) lead to suspension of operations or inability to make partial/complete capacity available, then
the capacity payments for the unavailable capacity is allowed as a pass-through item till the
time normal operations of the Facility resume; and

(ii) lead to restoration to be undertaken, then the Authority is required to determine a supplemental
tariff in relation to cost of restoration or cost of additional consumables, which, in each case,
is then allowed as a pass-through item. ‘

The afore-stated items are to be allowed during the Two Year Extension Term PPA because neither
KE, being the power purchaser, nor the Company, being the power supplier, have any control over
such Specific FMEs. Further, as a market practice, the Specific FMEs are allowed as pass-through
items in projects involving Central Power Purchasing Agency Guarantee as the off-taker and the
GoP as a party. v

1t is further submitted that if the Company is able to recover against the Specific FMEs (including
its related consequences) and is able to resume its power supply, then the consumers are the real
beneficiary since no new asset is required to be constructed and the power can be restored as soon .
as the Facility is restored or is able to restart.

AFFECTS RESULTING FROM THE TWO YEAR EXTENSION TERM PPA

As noted in Section 3.2 (The Contemplated Extension of the Term of the Approved Two Year
Extension Term PPA) above, the detailed terms and conditions for the Two Year Extension Term
PPA if found to be different from the terms agreed under the signed Three Year Extension Term
PPA that may possibly, as a result of the risk allocation contained therein or from additional cost
contemplated from Two Year Extension Term PPA, have an effect on the proposed Reference
Generation Tariff, therefore, it is submitted before the Authority that any cost or risks emanating
from such Two Year Extension Term PPA not already factored in the Reference Generation Tariff
calculation ‘will be, fundamentally, assumed to be a- pass-through item and/or; shall result in a
supplemental tariff for the Company. : :

-
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*11. GENERAL ASSUMPTIONS

11.1  FOREWORD

11.1.1 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 Tariff.

112 ASSUMPTIONS
11.2.1 No corporate income tax and no minimum turnover tax have been assumed.

11.2.2 The key assumptions are based on actual information available on the Reference Date.

11.2.3 The Base CPI at the reference date for all Tariff Component is 158.78 as published by Federal
Bureau of Statistics, Pakistan in their publication for the month of January 2022.

11.2.4 2 Two-year extension in the term of the power purchase agreement, commencing on June 20, 2022
and expiring on June 19, 2024, has been assumed.

11.2.5 GST on electricity output is assumed to be pass-through at actual and in accordance with the special
procedure given in the Sales Tax Act, 1990.

11.2.6 Any change in taxes/duties shall be claimed as per actuals and will be a pass through to be paid by
KE. -

11.2.7 The prevailing statutory obligation to pay the Worker’s Profit Participation Fund and Worker’s
Welfare Fund by the Company shall continue to be treated as a pass through and are to be claimed
at actuals. o

11.2.8 The price of RFO is assumed to be PKR 98,356.48 per ton, which includes the transportation cost
of fuel to the site at PKR 506.48, subject to adjustment at actuals.

11.2.9 The exchange rate has been assumed to be PKR 177.25 to USD 1.

11.2.10 All risks emanating from the Two Year Extension Term PPA (considering that the Company has
not to date received any draft of the same from KE) if found to be different from the terms agreed
under the signed Three Year Extension Term PPA, will be treated as pass through items and/or .
shall result in a supplemental tariff for the Company.

11.2.11 In relation to a disputed pass through item, KE shall not make deductions or withhold any of the
disputed amount from the Company until final determination is made by the Authority, as that
adversely impacts the Company’s Working Capital. Once the Authority has made its final

ﬁ , determination, KE may, if applicable, make the relevant deductifon, withhold the Company’s

subsequent payment or seek repayment, ‘ |

11.2.12 Anticipated average Site conditions that have been used in the calculation of net output and heat
rate are at an altitude of 65 meter above sea'level, average ambient temperature of 30 degrees
centigrade and 80% average relative humidity. If there is any change in the foregoing assumptions,
the plant output and heat rate will be adjusted accordingly.

~

11.2.13 Facility availability of 92% for 336 complex days per annum is assumed.

11.2.14 ‘Annual Scheduled and Maintenance Outages:, excluding outages on account of KE, shall be
allowed up to 701 complex hours subject to technical limits and without any liquidated damages.

11.2.15 All invoicing and payment terms are assumed to be with a credit period of 25 days subject to terms
and conditions given in the Two Year Extension Term PPA.

11.2.16 All of the above assumptions and terms and conditions shall be incorporated in the Two Year
Extension Term PPA between the Company and KE. ’
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CONCLUSION

In light of the submissions, the financial analysis and information contained in this Tariff Petition,
along with the Annexures attached hereto, this Tariff Petition is submitted for the Authority’s
approval of the Reference Generation Tariff.

It is also hereby requested that this Petition of the Reference Generation Tariff be allowed in
accordance with the Applicable NEPRA Laws, along with other enabling provisions of law.

I3 +
*

Respectfully submitted,
FOR AND ON BEHALF OF THE COMPANY,
TAPAL ENERGY (PVT.)_ LIMITED

MUSTAFA LAKDAWALA
CHIEF FINANCIAL OFFICER
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ANNEXURE A
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TAPAL

ENERGY
TAPAL ENERGY (PVT) LIMITED
PATTERN OF HOLDING OF SHARES HELD BY
THE SHAREHOLDERS AS AT JUNE 30, 2021
Number of _ Shareholding Total Shares
Shoreholders held

Q) 1 From 1 to 6,000,000 Shares 2,493,766

6 From 6,000,001 to 8,000,000 Shares 39,539,040

1 From 8,000,001 to 10,000,000 Shares 9,698,886

1 From 10,000,001 to 15,000,000 Shares 12,932,922

1 From 15,000,001 to 65,000,000 Shares 64,664,614

10 129,329,228
Categories of Number Shares Held ~ Percentage

Shareholders
a Directors/Chief Executive Officer and
“ their spouse and minor children
Moiz Ali Tapal 12,932,922 10.00%
Daanish A. Tapal 9,698,886 7.50%
Tabish Tapal 6,466,461 - 5.00%
Shakil A. Tapal 6,466,461 5.00%
4 35,564,730 27.50%
~ Associated Companies, undertaking and

related parties 1 64,664,614 50.00%
Individuals - 5 29,099,884 22.50%
10 129,329,228 100.00%
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THE COMPANIES ORDINANCE, 1984
(Company Limited by Shares)

MEMORANDUM
~AND
ARTICLES OF ASSOCIATION

OF

TAPAL ENERGY (PRIVATE) LIMITED




s

FREEE R s Ty

s

Caz: T
S

pAEIE e e 5

,_

A i A Py

tohorelr ey :) T
. B

1. Td impoti, purchase -and acquire by some other means all kinds of raw and other malerial, and

" ‘Converted lrom a public limiled companytea prlv:(e llmled company by a Spacial Resnlullnn passedal an Ex|r=oldmary Gengial Megling

THE COMPANIES ORDINANCE, 108t
(A Company Limited by Shares)

MEMORANDUM OF ASSOCIATION
OF
TAPAL ENERGY (PRIVATE) LIMITED'

1y The name of the company is TAPAL ENERGY (PRIVATE) LIMITED.

In The Registered office of the company il be situated in Islamabad, Capital Territory.

11y The main and exclusive object for which the company is éstablished is {o-set up-an industrial-
andertaking In power sector o carry on the business of electric power generation, accumulation,
transmission and distribution thereof In all its branches and aspects by the use of such forms of
‘energy and in such manner as may be deemed feasible for that purpose.

To achieve the maifi and exclusive object the Company shall be authorised:-

markel, sell, transmit and deliverthe electriclty thus generated any where in Pakistan.

2. To purchase, or acquire hy some other means, any land or lands and build, erect; construct, furnish,
equip; maintdin or Improve any building, structire, edifice. on for-sale and hire, and lo camry on

constriction thereof,

3, To acquire by purchas.e, exchange, hire, assignment or otherwise, tenements, buildings, easemefits,
rights, advantages, moveable and immoveable propery-of any kind whatsoever, machinery, trade
marks, palenis arinventions, licenses to tise patents, or olher properties plants and stock-in-irade
and 10 employ, resell, seil, exchange, morigage, gef on lease, license to use orothervwse andlo pay
for the properlies, ngh!s or privileges.acquired by the Company.

held on 19.4.1989,
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10.

11

12.

13.

14.

* YAPAL
ENERGY __

To arrange for buying all kinds of raw material, plant and machinery, equipments.and todis whether
local or imparted, on cash, loan, deferred éredit, pay-as-eam or non-fepatriable investment basis.

Ta arrange- electricity, water, gas, sewerage and other utjlities required for efficient running of the
project.

To appoint agerits, sub-agents, attorneys, consultants, brokers and contractars in connection with
the business of the Company but not to acl as mandging agents.

To adopt such means of making known the products of the Company as may seem expedient, and
in particular by advertising in the press and electronic media, by clrculars; by purchase and exhibi-
tion of works of art or interest, by publication of bocks and periodicals, .and by prizes, rewards,
stipends and donatians.

To carry on any other business ar lrade which can; in thie opinion of the Company, be advanta-
geausly or conveniently catried on by the Company in cannéction with the main-and exclusive !
object, if calculated directly or indirectly, to develop any brarichies) of the Company's busiriess or to

increase the value any of the Campany's property, assets orrights.

To enler into any arrarigement with any governrients or autharities (Fé‘deral, Provincial, Mgng_.{palﬁln~;'n { 4‘(.’;&.__: .
local or olherwise), or any corporations, compailles, fifms, or persans thal may seem core L@(ii{ﬁd@'&ﬁ'—_y; fein,

lhe Company's exclusive object, and to abtain from any such govemment, authority, (@O?élj‘}[\; .
campany or person-any charters, contracts, deicrees, rights, privileges and concessio E:‘WNQ"W@%}/"’\’?-& .
Company may think desirable; and to carry out, exercise and comply with any such chgrter§: consi -
tracts, decrees, rights, privileges and concessions. ' : :

N

NNt
To sell or otherwise dispose off all goods, materials, adicles and things belonging to thangnpéé;l___
either on ¢ash or'on gredit and eithér for immediate or future delivery and to send the sam\e~fgn;§1lgm o
or export to any place thal may be deemed necessary or expedient in the event of winding up SHh ==~

Company.

“Toget Insured agains losses, damages, risks; acidents and liabilities.of all kinds which may affect

ilie company whether in respect of Is cahtracts, agreements, advances or securities 6rin respect

of servants or employees of the company, or in respect of property belonging to orleased to or hired '
by the company, either by setting apart funds of the company or by effecting such insurance and in

later case Lo pay the premium thereori. '

To open, close and operate bank accounts with scheduled banks or financial institutions and to
-draw, make, acgepl, endorse; discount, execute and jssue promissory noted, bills of exchange,
cheques, bills of lading, warrants, debentyres and other negoliable or {ransferable Instruments,
concerning the business of {his Company. '

To invest the surplus maoneys of the Company'nol immediately required in and subscribe for, take,
acquire and hold shares, debeniires, secrities of any-other company of corporation whatsoever,
and to invest moneys of thé Company In any other manner, including the purchase of ariy book or
any otherdebls without doing the business of an Inyestmént company within the meaning of the
law;

To borrow or procure on mark-up, profit of refurn tn any forin, money or finances, in I6cal or any
foreign currency from any bank or financial institution and-to recelve money on mark-up and/or
Interest by issuing debentures, and on security of any such mongy so bofrowed or réceived to
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15.

16,

20.

21

‘inortgage; pledge, charge or hypothecale whole or any part of ;property, assets of revenue of the
Company (both presenl and fuiure) includirig its capital by special. assignment of otherdise, 1o
transfer or convey the same condilionally, absalutely or in trust.and 1o give, tender power lo sell and
other powers as may seem expedient, and (o purchase or redeem such securities and pay for such

--borrowing and loans,

To procure or arrange finances from scheduled banks and financial institutions under any mode of
Islamic financing scheme like, redeemable capital including modaraba and musharaka and to pro-

- cure, raise or lo secure the money in such manner as the company may deem fit and particularly by
) mbrlgage of its property in full or in part on both the present and fulure assets in accordance with

Islamic Laws andfor by the issue of shares, bonds, debentures, participation term certificates, Temm
Fiange Cerlificates, or redeémable capital or any other securilies charged or based upon the
uderlaking of the company, on any part of its properly, both present and in future and generally lo
borrow money for the purposes of {he business of the company in siich manner as the company
shall deem fit. To issue debentures or paicipation ferm certificates, term finance certificates, re-
deemable capilal, eilher permanent or redeemable or repayable or convertibie into shares and lo
secure any securities of the company by a trus{ or other.assurances.

To pay commission or olhefwise remunierate any compary or firm-or firms of person of persons
(whether an officer of this Company or not) for services rendered in placing or assisting to place any
of the shares of the Company's capital.or any debentures or ather securitles of the Company, orfor
negolialing any of the purchases or sales by the Company, or for rendering any service of any kind

s\ whaisoeverto the Company

Tcnprocure the reglslratlon orother recognmon of the Campany in any country, state or place-and to
eslablish and regulale agencies and open bran:hesin any part of the world for the purposes of the
Gompany s business.

To pay the cosls, charges and expenses preliminary and incidental to the formation, establishment.

"and registration of the Company, and to remunerale any person or'company for services rendered’ -

arlo-be rendered in placing or assisting to place or guaranteeing the placing of any of the shares in
the ‘Company's capital, or any debeniures or other sectirities of the Company, or in or about {he
conduct of ifs busingss,

To grant pensions, allowances and bonuses to officers, ex-officers, employees or ex-employees of
the company or its predecessors in business.or the deperidents or connections of such persons
ang establish and support or aid in thé establishment and sugport of associations; institutions,

"funds trusis and conveniences calcufated o banefil employees and ex-employees and officers

and ex-officers (including Directors and ex-directors) of the Company, or the dependents or con-
necfions -of 'such persons, and 1o pay graluities or grant pensions and allowances, and lo make
payments lawards: insurance, and to subscribe or guarantee money for charitahle or benevolent
abjegls, or for any exhibition, orfor ariy publie, general ot useful dbject.

To distribute any of the propeny of the Company-amongst.ihe members in specie or kind and in
particular any shares, debentures or securities of other companies belonging to this Company, or of
which this Company may have the pawer of disposing in the event winding up of the Company.

To create any depreciation fund, pravident fund, reserve fund, sinking fund, insurance fund, or any
other special fund conducive to the interest of the company.

' Page 3
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23

24,

25.

2.

27.

28.

29,

30.

3.

32.

To capuahse such portion of the prof ils of the Company as are not distributéd ampngst sharehold-

. ers of the Company in the form of dividend and as the Directors of the Company may think fit and to

issue bonus shares as fully paid-up in favour of the shareho(ders of the Company.

To issue any shares of the Company as {ully paid-up at par or at a premium or at a discount as’
provided by faw.

To remunerate Directors, officials; servants of the Company orany other person or firm ar company
rendering services to this company, oul of, or In praporion to the returns or profits of the company
or otherwise as the Company may think proper, 2ither by cash payment or by the alloiment to him or
them shares or securities of the Company credited as paid-up In full as may be thought expedignt.

“To-appoin( such persans or firms as may. be seem expedient to Be general managers, secretaries,
‘managers, branch managers, or district representatives of the Company-tipon such terms as the
Company may determine. -

To establish and maintain branches, feceiving offices and distributing centers.and {o enter Intg
‘contracls of agency agreemerts (otherthan managing agency) with any other persons or firms or
companies or {or the dis{ributing centers for the efficient carrying on of the busmess of the Com-

pany.

- To undertake and execufe any trusts which the company may think fit and expedient to undertake.. .

To apply for, -purchase or gther wise acquire, and protect and renew any patents, patent nghls

brevels d'invention {trade marks, designs, elc.), licenses, concessions and lhe like, conferring an :

‘excluslve or non- exclusnve or limiled righi totheir use.

{s) which the Company may apquxrg or pmpose to acquire or deal with,

To develop and/or transfer technology and to acquiré or pass on technical know-fhiow,

“To train personnel and workers, In Pakistan and/or abroad, to oblain lechnical proficiency in various

specialities connected with the business of the. Company.
Il is hereby declared that:-

(a) the word "company” in the above clausesexcept where used in reference to this Company
shall be deemeéd 16 include any body of persons incorporated in Pakistan orelsewhere;

(t) the main and exclusive object for which thé company:Is et up are indicaled in Clau$e i,
. The Company shall have full autharity, power and competende to do any and all other
things and acts to further the purposes specified in Sub-clauses 1 1o 31 1a suppart of and in
relation, whether direclly or indirectly, to the said exclusive object of the Company.

+(¢) notwithstanding anything contained in lhe foregoing object claise of this Memorandum. of

Association, nothing herein shall be construéd as empowering the Comipany lo undertake
arinduige I the business of banking, finance, feasing, investment or insurance, direclly or

Page 4

svep




-

= R AL iy,

DR i T S b

TAPAL

“The liability of the members is limited. -
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indirectly, as restricted underlaw. or in any unlawful operation, and that nothing in the -ob-
jects clause:shall be construed ta entitle it to engage in such business.

The auttiorised capital of the Company i$ Rs. 1,500,000,000 (Rupees Fifleen Hundred Million) -
divided inta 150,000,000 ordinary shares of Rs. 10 each with powers ta increase and reduce the
capilal of the Company In such manner as may be consistent withi the provisions of the Companies
Ordinance, 1984.
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We, the.several persons whose names and addresses are subscribed below are desirous of bcum formedino a Company in pursuance of the
Memorandum of Association, dnd we respectively agree to take the number of shares in the Capilal of the Company set opposup ourrespectve names:-

Names and Svrnamic Nationality -
(Present and former . with any . e
in full in block Father's/Husband's former Residential
leliers) Name in full nalionality Occupation. Address \
- 7
MR. MO1Z .‘S'. TAPAL LATE PAKISTANI BUSINESS 6-A. 1ST GIZRI LANE, w® \
- | MR, SADIQ.ALY (TRADING) D.H.A.. KARACHL ‘;E
MR.DAANISH A. TAPAL ‘MR.;ANWAR‘A,LJ 1 PAKISTAN] BUSINESS F/98, CLIFION, f f .
S.TAPAL. (TRADING) KARACHIL =/
MR. TABISH M, TAPAL MR. MOIZ 5. TAPAL PAKISTANI BUSINESS 6-A; 15T GIZRI LANE,
(TRADING) D.H.A., KARACH]
MR. SHAK(L A. TAPAL MR. AMIR ALl PAKISTANI BUSINESS K.P1. 39/B, M.
. S. TAPAL - [TRADING) . T. KHAN ROAD,
LALAZAR, KARACHL
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THE COMPANIES ORDINANCE, 1984
(Company Limited by Shares)

ARTICLES OF ASSOCIATION_‘

OF
TAPAL ENERGY (PRIVATE)

\Qw[‘h “)"/

PRELIMINARY

1. Table A not to apply

~ The regulations contained in the Table ‘A’ in the First Schedule to the Ordinance 1984, shall nol
apply to the Company excepl so far as the same are repeated, contained ar expressly made appli-

cable in these Articles or by the Ordinance.

2, The marginal nofes-hereto hall not affect the construction hereef and in these presenls unless -
there is somelhing | inthe subject of coritext forthe time being In force:

i} “Affiliate” shall mean, with respect ta a Member, any Person directly or indirectly Cornitroj-
ling, Controlled by or under cormmon Control with-such Member;

), *Agreement".means {he Amended and Restaled Shareholders Agreement between the
‘Company, Sithe, Marubeni, Kingpin.and the Tapal Shareholders.daled 21 Oclober 1997 as

amended and/ar restated from time 1o lime;

fif) "Agreed Equity” means 't_'he,_maximum latal ordinary equily share capital of the Company
being US$ 33,774,131 (as the same may be increased in accordance with the ferms of the

Agreement);

“Articles” means these Articles oFAesoc:auon s altered by Special Resolution from timeta
Uma

vy

“Board" means the Board of Directors for the time being at a meeting duly constituled,
called and convened;

V)

% Substitulad by Special Resolullon paised at an Exhaordmary Gsnaral Maeling hald on 19,4, 1999
 Convested from 3 public limlled companyia a privals limiled company by @ Speacial Resolullop passed ol an Exiraardlnaty Goneral Meeling

‘held on 19.4,1899,

P
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o)

xed)  “New Capital” means any funding in addition to the Agreed Equity;
i) “Office” means the Registered Office for the fime being of the Company;.
xxxjii) “Operaling and Maintenance Agreement” means the Operaling and Maintenance Agree-

menl made on .1 December 1995 between the Company and the Operator as amended“_
and/gr restated-from time to time;

o)
‘of ifs nghls and the assumphons by lhe the Operator of Wartsila Pakisfan’s. oqhgahoﬂs‘
arising from and affer the dale of such assumption under the Operating and Mau‘Cenar{ce .

Agreement, ihe Silhe Operalor. RN
v

‘xxxv)  “Ordinary Resolution® means 4 résolution passed at a general meeling of the Company EEC
when the voles cast (whether on a show +3f hands or in poll) in favour of a resolunon\by 236l ccﬂ y
Members who being enlitied to vote in person or by proxy, do so vate, exceed the number '
of voles of any cast against the resolution by Mambers so entifled and voting;

Soxvi)  "Ordinance™ means the Companies Ordinance, 1984 or any statutory modification or re-
. ‘enactment thereof for the lime being In force;

xxxvii) “Overruns and Shortfalls® fmeans all amounts that increases the Agreed Equity and each
Member's propditionate share thereof.on account of the following factors:

4] if due'to constraints on avallability of debl financing in the farm of Waorking Capital and
refinancing of the.Existing Loan, the Members agrée pursuant fo Article 57 that the amounl
of equity financing required is higher that.the amount of the Agraed Equlty; or

)] any call ordrawing in any gudrantees, leliers of cradit or other financial suppon praovided by
the Members pursuant to the Agreement

xxxviil) *Person® means an individual, pannersh(p corporation, cormipany, joint venture associa- .
tion, trust, incorparaled drganisation; ora government;.

xxxix) “Project” means the deyelopment, design, engineering, manufacture, financing, procure-
ment of the Site, conslruction, permitling, installation, completion, tesllng.commissnomng
insurance, ownership, operalion and maintenariée of the Complex and alf activities inciden-
fai thereto,

x1) *Project Cosls™ means the total cost of the Project approximately US$ 141,727,131;

xli} "Project Documents” means the Implementation Agreement, the-Guarantee, the Fuel Sup-
ply Agreement, the Power Purchase Agreement, the Constrisction Contract, the Equipment
Supply Contract, the EPC Guaranty, the Operaling and Maintenance Agreement, the Long
Term Mainfenance Agreement, the Memorandum and Atticles of Association of the:Com-
pany and any land purchase oritle documents pertaining to the Site for the location of the
Project and each other material agreement and document relalingtothe PrOJECt excluding
the Fmancmg Dacuments, epfered ints by the Company after 21 Qctaber 1997 (mc!udmg
land purchase documents for the |slamabad propeity); ’
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. xlii)
i)
xliv)

“xivi)
xlvii)

< xIviii)

xlix)

D
i)

iy

liv)

v}

"Power Purchase Agreement® means the Power-Purchase Agreemenl made belween the
Karachl Electric Supply Corporation Limiled and the Comipany dated 26 Septernber 1995
as amended by Amendment No.1 made betweer, the Karachi Electric Supply Corporation

Limited and the Company dated 9 May 1996,

“Proxy” includes an allorney duly consmuled under-a power of attorney;
“Reglster” means the Regisier of Members Lo be kept pursuant to Section 147 of the Ordi-

nance

“Seal" in relation' 1o a Company means the Comimon Seal of the.Company;

*Shareholder Loan™ means a loan from a Member (or an Affili ofye
Company to fund Agreed Equity, New Capilal, Working Capital or Ovp 0 .an ‘Shortfaﬂs'

} '.
*Sile” means the land, spaces, walerways, road, wells and any ghtsaqqulre .or’tq @
acquired by the Company for the purposes of the Complex 6n; Lhro gq abbvenr belawtp
ground on which the complexor any pari thereof is to be buitt (mclud‘n{mthoui Inglal/oﬁ
any working areas required by the Compiany and the Contractoers, villages; ‘L_j }.\up, and
comps for the accommadation of the employees of the Company andthe Contractors and
any subeontractors; and, all rights of way and aczszs from.public highways, railways, and
seaward accéss, if applicable);

*Sithe” means Sithe Mauritius Limited, a limited liability cornpany organised under the laws
of Mauritlus and such successors and assigns of it as may be permiilied from time lo lime;

“Sithé Operator” means one or more Affiliates of Sithe that.are reasonably acceplable lo -
{the Campany;

*Special Resolution" hasthe meaning aésigned therelo by Seclmn 2(1)(36) of the Ordi-
nange;

*Tapal Sha'reholder,s‘ means Moiz S. Tapal, Dannish A. Tapal, Tabish M. Tapal, Shakil A,
Tapal, Tajwar M. Tapal, Mustafa A.Tapal, Amir S, Tapal,.Zafar A. Tapal and the permitted
transferees of such shareholders as provided under the Agreement;

“Term Sheet" means collectively (1) Summary of Key Terms and Condifions dated 23 De-
cember 1996 initialled by the Company, ING Bank N,V, and Merita Bank Limited, (i) Sum-
mary of Térms and Conditions for the FMO Term Loan Facllity dated 13 January 1997
belween the Company and Nederlandse Financierings-Maatchappij Voer
Oniwikkelingslanden N.V, and, (iii) Drafl Term Sheel, Finnfund Loan Facility for Tapal En-
ergy Limited dated 13 March 1997 from FFinnish Fund for. Industrial Cooperation Ltd. and
accepled on behalf of the Compaity o1 18 March 1997;

“Wartslla Pakistan” means Wartsila NSD P.akistan (Pvi) Limited formerty known as Warlsila
Diesel Pakistan (Pvt) Limited., a private limi{ed campariy organised and existing underthe
laws of Pakistan;
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Ivi) “Working Capital® 'means short term foans in {he-amount of Us $10,500,000 and a shori
lerm loaniin the amount of US$ 453,000 supported or provided by:Kingpin to finance part
of the Project Costs.

Ivii Words importing the singular number shail Include (he plural number and vice vér’,sa.'
Vi) Words importing the masculine gender shall Include the feminine gender.
lix) Expression referring to wriling shall unless the contrary intention appears, be construed és

including references ta prinfing, lithography, pholography and other modes of represen n
' or reproducing words in a visible form, X ¢

Unless Lhe contex! othérwise requires words or expressions contained in these Arllcles
ihe same meaning as in the Ordinance.

PRIVATE COMPANY

-

The Companyis a private limited company and accordingly;

(a) the right to fransfer shares of the Company is restricted in the manner hereinafter provided;

(b) the number of Members forthe time bein{; of ihe Company {not including persans whd are
for the lime beingin the employment of ttie Company) shall be limited to fifty {50): Provided
that, for the purpose of this provision where two or more persans hold one ormore shares
in the Company Jolntly, they shall be treated as a single number; and

(c) an invitation to-the public to subscribe (or any shares or debentures of the Company. is
hefeby prohibited.

CAPITAL

The authorised share capital of the Company is Rs. 1,500,000,000 (Rupees fifteen hundred million)
divided into 150,000,000 ordinary shares of R, 10 (Rupees Ten) each with powers o increase.and
reduce the capilal of the Company In such manner as may be consistent with the provision of the-

Qrdinance.

SHARES

The Company shall not isste parily paid shares.

Except to lhe extent and in the manner allowed by Section 95 of the Ordinance no part of the funds
of the Company shall be employed in the purchase of,-or in loans upon the security of,.the Compa-

ny's shares.
The Directors may with the sanction of an Ordiaary Resolution of {he Company in general meetling,

increase the authorised share capital by such sum as they think fil, to be divided into shares of such
amount as the resoluiion may prescribe, subject, neverlheless, to the pravisians df Seclion 92 of

the Ordinance.

Subjecl to compliance with the requirements of Articles 57-and 88 and Seclion 86 of the Ordinance

where the Directors decide loIncrease {he capital of the Company by he Issue of further shares,
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10.

13.

14.

15,

16.

elther at a premium or al par, such shares shall be offered on such terms and conditions and for
such consideration, and at such fimes as {he Directors deem fit, {0 {he Members:striclly in propor-
lion ta the existing shares held by each Membe: Such ofiar shall be made by notice specifying the.
number of shares to which the Member Is enlitled and limiling a time within which the offer, if nol
accepted, will be deemed to be declined; and {fter the expiration of such time 6r on receipt of an
intimation ffam the Member o whom such notlce is given that such Member declines 1o accepl the
shares offered, the Direclors may dispose of the same in such manner as they thlnk most beneficial

{o'the Company,

“The Company may at any time pay commission {o any p%;rsonj for subscribing or agreeing to sub-
scrlbe (whelher absclulely or conditionally). for any shares, debentures or debenture stock of the
Company, or procuring or agreeing to-procure subscriptions (whether absolutely or conditionally),
for any shares, debenlures, debenture stock of the Company, but if the corrission in respect of

; »_"’"-qf, ',\' shares shall be paid-or payable out of capital, the condilions and requirements laid down in Ségtion
nab n:’r P2 of the Ordinance shall be observed. The amount or rate of commission shall not exceed any

éxatutory limit thereon The commission may be paid or satisfied ii cash or n shares, debentures or

%

L ,
; »})“‘ Exce‘pt so far as ofherwise provided by-ihe conditions of issue or by these presents, any capital
'ggi re §' d by the creation of new shares, shall be considered part of the original capntal and shall be

fect to Ihe provisions herein contained with reference to ihe paymenl, transfer and transmission,
ﬁrrender_ voling arid otherwise.

The Company may from time to {ime by Special Resolution reduce its share capital in any way and
in paricular (without prejudice lo lhe génerality of the power) by paying off capltal or cancelling
capifal which has been lost or is unrepresented by available assets or reducing the liability on the
share or otherwise as may seem expedient and capital may be paid off which Is in éxCess of the
needs of the Company or otherwise, and paid up capital may be cancelled as aforesaid without
reducing the nominal amount of the shares [y the like amount lo the extent tfiat the unpaid and
callable capital shall be increased by the like amount.

Save as hereln-otherwise provided, the Compzny shall be entitled o treat the registered holder of

" any share as fhe absolute owner thereof and ac cordingly shall not; except as ordered by a court of
compelent jurisdiction, be bound to recognise any equitable, contingent or partial interest in or any
other right In respect of stich shareon the par of any other person.

Shares may be registered in the name of any limited company or olherbody corporate bul notin (he
name of a minor or a firm. Not more than four persons shall be registered as joint holders of .any

shares.

If any share slands in the name of two or more persons; the person first named in the Register shall,
as regards receipl of dividend or service of notice and alf or any other matters connected with the
Company excepl voling at the rmeeting ard ihe transfer of shares, be deemed the sole holder.

in the case of the death of any ane or more of lhe persons named In the Register as the joint-holder
of any share, the survivor or survivars shall be the only person or persons recognised by the Com-
pany as having any title 1o or Interest in such share, bul nothing herein contained.shall be taken fo
release lhe eslate of ajaint holder from any liability.
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19.

20,

21,

22,

23.

Every Member shall name to the. Company a place in or out of Pakislan to be registered as his
address and such address shall far all purposes be deemed {o be his place of residence.

Subject lo the provisions of Séclion 92 of the Ordinance the Company may by Ordinary Reso
lution: .

a) consolidalé and divide the whole or any pari ofits share capital Into shares of larger amounit
than its existing shares;
b) sub-divide its shares or any of them into shares of smaller amoun{ lhan is fixed by the
Memotandum of Assaciation; ;
cj cancel any shares which at the dale. of passing of the resolution have not been taken or
agreed to be taken by any person. . .
//"_

The resolution by which any share is sub- divided or consolidated may determine that as between o

hclders of shares resulting from sub-division ot consolidafion, rights of profits; votes and olh55
benefit allaching to them will be-proporionate to their pald up value and where shares |s§ueq,a
sub-divided or consolidated shares are of same class as those previously issued that nghld atlac ;
ing lo them, subject as aforesaid, shall be th¢: same as those attaching to-the sharés pre\wous_‘

held.

Subject to the provisions of the Ordinance and these Articles, the Directors may allol and issy
shares in the capilal of the Company- as paymentl orpart paymient of any property, sold or tran
ferred, orin discharge of any indebtedness or obligations of the Company, 6r:for goods or machin-
ery supplied or for services rendered to the Cornpany'in or about the format:on or promotion of the:
Company or the conduct of its business, and any shares which may be sold or allolied may be
issued as fully paid-up shares, and, if so issued, shall be deemed to be fully paid-up shares.

CERTIFICATE
Every person whose name is entered as a Member in the Register shall without payment be en_tit_led
to receive, after allatment or regisiration of transfer, one cenificate for all his shares or several -
cerlificales each for one ormare.of his share:; and uponi payment of such-charges, if any, as the
Directors may determine for every.cerificate afterthe first.

The cerlificates oftitle of shares and duplicates'thereof when necessary shall be issued under the
Seal and shall specify the share or shares held by a Member and the amount paid theéreon including
in paricular and without limitation such legends as the Company shall bé obligaled 1o affix to certain
of lhe certificales by law or as the Company shall have agreed 1o affix pursuant to any contractual’

arrangements entered Inlo by the Corhpany in this respéct.

Thebompany shall nat be bound to issue more than one share certificate in respect.of a share or
shares held jointly by two or more-persons, and delivery of a certificate for a share to any one of joint
holders shall be sufficient delivery to all.

The Company shall, within ninety days, after the allolment of any of its shares, and within 45 days
after the date on which the instrument of transfer has been-lodged, comple{e and have ready for
delivery the certificaies of alf shares, alloued or transferred, unless the conditions of issue of the -

shares otherwise provide.
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24, If any certificate be warn-ott, defaced, destroyed or last or if there is no-fudher space on the back
thereof for endo‘rsemeht of transfer, it may be renewed or replaced on payment of such sum, not
exceeding five rupees, as the Direclors may f-omtime t¢ time prescribe; provided, however, that
such new cerificate shall not be granted except tipon dehvery of the worn out ordefaced 6r used up
certificate for the purpose of cancellation or upon proaf of desiruction or loss-{o the satisfaction of
the Direclors and on.siich indemniity as the Directors may deem adequale iri case of gerlificate
having been losf or destroyed. Any renewed cerificates shall be marked as such.

COMPLIANCE WITH THE AGREEMENT

25, The Members, the Company, the Chief Execulive of the Company and the Directérs of the Com-
pany shall at all times comply and ensure compliance -with the'terms and ¢onditions of the Agree:

,ment

TRANSFER AND TRANSM!SSION OF SHARES

~ 26. r\_lg_iare or any interest In or 1o a share (Including the granting of any warrants or options with

{/“ preSpea},(he\reto) inthe Company shall be sold or transferred by a Member or other person enlitled
Qi‘:\; Jorsel) og,transfer unless-and until the rights of f rst refusal canferred by the Agreement on Members
:‘dcle !V@Mhe Agreement shall have been exhausted,
PN A
' #In, he.e\vént oEslale or transfer of shares as provided in Article 26 the transferee of shares shall, if
already azparly become a party to the Agreement and shall be bound by the térms of the
qrgg:mcnt m’the same manner and to the same extent as the transferor of shares. Untii the trans-
f@reegeccgne’s a parly to the Agreement the transferor shall be deemed to continue to own stich
,sﬁ res‘a‘nd’shall be and remain fully liable for any liabilities in respect of such shares and fgr the
~aé s*or/nlssxons ordefaults of the transferee with respect to such shares and the provisions of the
Agreement as if the transferor were:stil a party therelo. No transfer shall relieve the transferor of
~ responsibifity for ils own acls, omissions or "defaults undér or pursuant tothe Agreement.

28. Notwithstanding anything contained in these Aficles a Member may assign or{ransferils shares or
any pedion thereof {0 an Affiliate without compliance with the terms of Adicle 26 provided that such
Mémber complies with the terms of the Agreement in this regard. For the purposes of this Article
the term “Affiliate” shall be deemed to include the spouses and lineal ascendant, descendant and
cognate relatives (and their respectlve spouses) of the Tapal Shareholders.

© 29, If in any case the proposing transferor after having becoriie. bound as aforesaid makes default in

trapsferring the shares, the Company may receive the purchase money and shall thereupon cause
the name of the purchaser lo be eniered in the Register as the holder of the shares, and shall‘hold
the purchase money in trust for the proposing transferor. The receiptof the purchase consideralion

_ by the Company shall be a good discharge to the purchasing member, and afler his name has been
entered in {hie Register in purporting éxércise of the aforesaid power, the validily of the proceedings
shall not be questioned by any person,

30.  The Direclors shall not refuse 1o transfer any fully paid shares unless:-
(a) the transfer deed is for any reason defective or invalid provided that the Company shalf
within thily (30) days from the date on which the instrument of transfer was lodged with il

nolify the defect or invalidily {o'the transferee who shall afler removal of such defect or
invalidily be entitled lo re-lodge the lransfer deed with the- Company; or
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(b}, the transfer is In breach of fhe.A'gre.erﬁenilor any other contraclual arrangements entered
) into by the Company; or

(© 1he transfer Is in violalion of these Articles.

31, If the Company ‘refuses to register (he transfer of any shares, owing o any attachment or prohibj-
tory order of a competent authorily or olherwise, the Company shall within forty five (45) days afler
the date on which the instrument of transferwas lodged with il, send notice to the transferee notice
of the refusal indicating reasons for such refiisal. No transfer of shares in any case shall be made
to a minor or-an insolvent or pefsan of unsound mind,

. 3 N
32. The transfer of shares shall be effected by an instrument in wriling In the usual common form
_ modified 50 as to suit the circumslances of the paries and shall be executed both by the trarisferor
" and the transferee and duly: stamped according to.law, and execution be: altested by at least two.
male wilnesses, who shall add thelr address and occupation, and the transferor shall be deemed to
remain the holder of such shares untij the name 6f transferee shall have been entered in the Regz——-

ister of Members in respect hereof. 5
. . S
’\ .

a3, Every instrument of {ransfer shall be left al the office Tor regisiration, duly stamped. and/shaf‘ bﬁ
accompanied by he cerlificale of the shares to be transferred and such other evnde Ge as,,hé«

deposiling the same

34. Where-it is proved to the satisfaction of the Directors-that an Instrument of transfer sxg'ned by the
transferor and the transferee has been lost, the Company may, if the Directars shall thirk fit, by an
application in writing made by the transferee iind bearing the stamp required by an instrument of
transfer, register lhe transfer on such terms as lo indemnity or otherwise as the Direclors may think.

fit,

35, Nothing contained in these Articles shall prejudice any power of the Cempany to register as Mem-
ber any person to'whom the right {o any shares of the Company has been transmitted by operation,

of law.
36. No fee will be charged for reglstering transfer of shares,

37. The transfer books and Reglster of Members may be closed for any time or limes not exceeding in
the whole forly five days.in each year, but not exceeding thirty days at a time, in accordance withthe
mannerspecified in Section 151 of {he Ordinance,

38. The hominees of a-deceased Member as specified in Section 80 of the Ordinance, or executors or
administrators of a deceased Member shall be the only persons recognised by the Company as
having title to his share except In case of jolnt holders In which case the surviving holders orthe
execulors ar administrators of the last surviving holder shall be the only person entitled to be 50
recognised; but nothing herein contained shall release the estale of a deceased joint holder from
any liability In respect of any share jointly held by him. The Company shall not be bound to recag-
nise a nominee of a deceased Member or executor or administrator unless he shall have obiained
probate -or letters of adminlstration, succession cerlificates or other legal representation;, as the
case may be, fram a cour of competent jurisdic.ion Provided nevertheless that where the Directors
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39.

40.

42.

43,

44,

in their absolule discrelion think fit it shall be lawful for the Direclors {6 dispense with the produciion
of probate or letters of administration, succession cerificates or such other legal representation
upon such terms: as to indemnily or otherwise as the Divectors ini their absolute discretion may

consider necessary,

A person becoming enlitied Lo a share by reason of the death or insolvency of the holder shall be
enlitled {o the same dividends and other advzniages to which he would be entilied if he were the
regisiered holder of the share, except that he shall not, before being regislered as a Member In-
respecl of the share, be enhtled in respect of it o exercise any right cdriferred by membership in

‘relation to meetings of the Company.

Neither the Comipany nor its Direcfors shall incur any liabilily or responsibility whatsoever in conse-
quence of their registering or giving effect o any transfer of shares made or purporting to be made
by an apparen{ legal owner ihereof to the prejudice of persons having or claiming any equitable
right, tille or interest to orin the same, nolwithslanding that the Company may have had notice of -
such equitable right, fitle orinterest, or notice prohibiting registration of sucti transfer, and may have

ﬂmq‘s ch notice or referred thereto In any bgok of the Company and shall not be bound or

nd or give effect lo arly nolicé which may be given.lo them of any equitable right, title

,_g,:rcqwrgd’to te
) Dr.ln(eresl or e under any liability whatsoever for refusing or neglecling so to do, though it may
have been ent

ired or referred to In some hook of the Company, but the Company shall neverihe-
X 1ess qe ak.hberw to regard and attend lo any such notice and give effeét therela ifthe Direclors shall

E lqkjﬂ

GENERAL MEETINGS

A‘general meeting, to be called Annual General Meeting, shall be held within eighteen Months from
the date of Incorporation and thereafter once at least in each calendar year within a period of six
Months following the close of ils finangial year al such time and place asihe Directors may deler-
mine, provided, however, {hal no greater interval than fifleen Months shall be  allowed 10 elapse
between two Annual General Meetings. All general meetings of the Company otherthan the Statu- "
tory Meeling and the Annual General Meeting, shall be called Extracrdinary General Meetings.

The Directors may, whenever they think fit, czll an Extraordinary General Meeting and Extraordi-
nary General Meeting shall alsa be called on the requisilion of the holders of not less than 10% of
lhe issued and paid up share capital of the Company. On the dale of deposit of requisition, the
Directors shall forthwith proceed to convens.an Exiraordinary General Meeling of the Company
and.in case of such requisition, the provisioris of Section 159 of the Ordinance shall apply.

If al any time there are ot within Pakistan sufficient Directors capable of acling to form a quorum,
the Direclors may convene an Extracrdinary General Meeting in the same manner as neady as

. possible-as-that in which meelings may be convened by the Directors.

NOTICE NF MEETING

Subject lo the provisions of Seclions 158 and 159 of the Ordinance twenlty-one days' notice al [east
{exciusive.of ihe day on which the notice is served or deemed lo be served, buf inclusive of the day
for which nolice is glven) specifying the place; the day and the hour-of méeting and, in case. of’
special business the general nature of that business, shall be given in the manner provided by the
-Ordinance for the general meeling, to such persons as are under the Ordinance or ihe regulations
of tie Company, entitled to receive such notice from the Company. With the consent in writing of all
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ihe Members entitled to receive notice of som 2 particular meeting (other than the Annual General
Meeting) al which a special resolution is 1o be passed that meeting may be convened by such
shorler notice and in such manner as the Members may deem fil.

45, The accidental ofnission o glve notice of a mieeting to or the nan-receipl of notice of a meeting by, :
any Member or person entitled to receive nolice shall not invalidate the proceedings at any general ' i

meeting,
PROCEEDINGS AT GENERAL MEETINGS

46, *The ordinary business of the Company at an.Annual General Meetingsshall be to recelve and con-
sider the balance sheet and profit and loss account, the reports of the Direclors and of the ?nem S
%) ,\ \vf

to elecl Dlreclors todeclared:vndendsand to appomtaudnors and fix their remunerationf H)lp)e\r, tieie,
&0 ,dlﬂaLy ‘e
-—\ =

General Meetmgs shall be deemed spec:al

47, ‘Na business shall be {ransacled at any gerieral meeting unless a quorum of Membe 'lgpre;ﬁg\n(ﬁ{'{ /
the time when the meeting proceeds-to business. Subject to the provisicns of the Ordi ‘,énce‘.f{h\ree%
Members present personally who represent not less than twenty-five percent of the olal vdfmgv~ Vs
pawer, either of their own accolint or as proxies, shall be a quarum, SN b

48. If Wllhln half.an hour from ihe time appointed far a general meeting, a- quorum Is not present, lne
) meeting if called upon the raquisition of Members shall be dissolved; in any other case it shall:stand : J
adjourned to the same day in the next week at the same time and place, and, at such adjourned '
meeting if a quorum is not present within half an hour from the time appointed for such meeting the
Members present being not less than three shall constitite a quorum and may transact the:busi-
ness for which the meeting was called. '

43, The Chairman, if any, of (he Board shall preside as Chairman al every general meeting of the
Company, bul if there is no such Chairman, or if he shall not be present within fifteen minules:after
the time appointed for the holding of the meeting or is unwilling to act, the Members present-shall
electone of the Directors present to be Chalrman of the méeting, or Ian Directors be present ot If
Directors present decline tgtake the chair, the Members present shall chogse one of their member
to be Chairman of the meeling. Every Director of the:Campany shall have the right to attend any

general meeting of Lhe Company and also 1o take part i the discussion thereal. v

50. The Chairman may with the consent of any meeting al which a quorum is present (and shall, if so
direcled by the meeling), adjourn the meeting from time to time and from place to place, bul no
busiriess shall be transacled at any adjourned meeting other Ihan the business left unfinished at the
meeting from which the adjournment took place When a meeling is adjourned for thirty days or
more, fotice of adjourned meeting shali be given as in the case of original meeting, Save as afore-
said; it shall not be necessary 1o give any nofice of an adjournment or of the business to be:trans-

acled at an adjourned meeting.

51.  Alageneral meeting a resélution put lo the Vote of the meeling shall be decided on a show of
hands, unless a poll is (before.or on the declaralion of the show of hands) demanded jn accardance /
with-provisions.of Seclion 167 of the Ordinance:-

a) by the Chairman-of the meeling of his own motion; or
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b} : by ane Member having the right 1a vaie ori the resolution and presentin person or by proxy
if not mere than seven such Members are personally preserit, and by wo such Members
present in person or by proxy if mare than seven such Mefmbers are personally present; of.

€) by any Member or Members present in person or by proxy and having not less than one-
tenth of the total voting power in respect of the resolution; or

d) by any Member of Members present in person of by proxy and holding shares inthe Com-
pany conferring a right lo vote on the resolution, being shares on which an aggregate sum
has been paid-up which is nol less than one- tenlh of the total paid-upon all shares confer-
ring that right.

Unless a poll is so demanded, a declaration by the Chairman of the meeling that a resolution has on
a show of hands been carried or carried unanimously or by a padicular majority, or lost, and an entry
10 that effect in the book containing the minutes of the proceedings of the Company shal] be conclu-
ev1dence oflhe facl without proofl ofihe niimberor proportion of the votes racorded in favour of

o (-\_LlSI().;;j

)

-t

v 4" c'
A ---p%” duly demanded on the election of a C 1almman of a meeting or on any question of adjourn-.

~- = “ient shall be taken at the meeting and without.adjournment.

54.. If a polt is duly demanded, it shall be {aken in accordance with the manner laid down in Section 168
of the Ordinance and the results of the poll shall be deemed 1o be the resolution of the meeting at
which the poll was demanded.

58, The-demand of a poll shall not prevent the caentinuance of the meeting for ihe transaction of any
business otherihan the guiestion on whichthe fioll has been demanded. The demand for a polf may
be withdrawn at'any lime by the person or persons who made the demand.

58. The Chairman of any meeting shall be the sole judge of the validity of every vote tendered al such
meelings. The Chaifman present at the time of taking of a poll shall be the solejudge of the validity
of every vote tendered at such poll..

57. Notwithstanding anything contained in these Articles the affirmalive vote of the Members holding at
least eighty-five percent (85%) ofall issued and paid up Shages shall be required with respect lo-a
declsion regarding any of the followlng matters:

® the issuance of, and the interest rate, terms, subordination provisions and other financial
pravisions relating o the issuance of; any New Capilal, or the sale or issuance of New
Capital to any Person not a Member prior- Lo such sale;

() any merger or consolidation of the Company with or Into any other Person or:any entry by
the Company into a joint yeniure with any Person; .

(iii) the filing by the Company of any voluntary pehhon for the winding-up ordissolulion of the
Company; .
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iv) any amendment to the Memorandum and Articles of Asso’cia-lion;
v). the incurming of indebtedness an the part of the Company or the provision of guarantees by.
the Company in an aggregate outstanding amount al any time of US$500,000 or mare o
(excluding the Existing Loan and any refinancing thereof as contemplated by the Term J
Sheet and Working Capital; . J
(Vi) the approval of all material-agreements (ir cluding any amendments lhereto) entered or 1
be entered into by the Company after the date of the Agreement, including any Financing
Document, any other agreement with respuictto the financing arrangements for the Project
and any addilional Project Documerit other thar any document éntered or to be entered .
into by the Company for the refinancing of the Existing Loan as contemplated by the Term ~,
Sheet ; ' . LU .

. . .. Y] . N !
vil¥ any change in ihe number of Direclors comprising the Boaid; :
(vily  any-change-in the status of the Company or other reorgamsahon of the Compap

assels; 3
(ix) approval of any plan of refinancing the E»isting Loan other than the reﬂnanm
plated by thé Term Sheet;.
. - Ay
(x) the requirement forany support from the Shareholders, olher than for Warking Capital andex
the refinancing of the Existing Loan as contempiated by the Term Sheel; and N ;‘. —
: Tw \l’j k(_ 0
(xi) the transaction of any business by the Company with a Member or any Affiliate of a Mem-
ber; or the causing of the Company to enterinto any conltract or other agreement with a 3
Member, an Affiliate bf a Member or anly employee, officer or director of'a Memibér. £
: ) i
VOTES OF MEMBERS T i
58. On a show of hands every Member who, being an individual, is present in person ar by proxy or ' 1
being a body corporate is presént by a representative duly appmnted pursuant fo Arlicle 69 shall i
have one vote except in the case of an election of Directors in which case the provisions of Sectioni vk
178 of the Ordinance shall apply.-On a poll every Member shall have voting rights as laid down in L;
Seclion 160 of the Ordinance. Nolhing contained in these Aricles shall prevent a Member from H
binding in the case-of an individual, himself and in the case of a body corporale itself by contract £
with any other Member or Membets'to vole his or its shares or other voting securilies in any particu- 3
lar manner, subject lo the terms and conditions of the Agreement, al an election of Directors or for
the removal of Directors or for the removal of the Chief Executive or otherwise at any general : . :
meeting of the Company. 5

EA1E

59, In the case of jaint holders the vole of the senior Member present whether in person or by proxy
shall be accepted {6 the exclusjon of the votes of the. other joint holders; and for this purpose ;
senlority shall be determined by the arder in which their names stand in the Register. 1.

A 60. A meémber of unsound mind, or In respect of whom a‘n.ordebr has been made by any court having

jurisdiction in lunacy, may vote, whether on a show of hands or on a poll, by his committee or other ] "
legal'guardian and any such commitlee or guardian may; on a poll, vote by proxy. T
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67.

68,

No Member shall be entitled to vole at-any general meeting unless all sums preseptly payable by
him in respect of shares In the Company have been paid.

No objection shall be raised lo the qualificalion of any voter except at Ihe meeting or.adjourned.
meeling at which the vote objectéd to:Is-given or tendered, and every vote rof disallowed al such
meeling shall be valid for all purposes, Any stich objeclion made in due time shall be.referred to ihe
Chairman of The meeting, whose decision.shall be final and conclusive.

Onapoll, votes may be given either personally or by proxy, or, in the case of & body corporate bya
representalive duly authorised in daccordance with Article 69,

Thé instruinent appainling a proxy shall be in writing under the hand of the appointer or of his
allorney duly authorized in writing, or if the appo’mterrs a body corporale, under its common seal or
the hand of an officer or attorney duly aultiorized by it and in defauit the instrument of proxy shali not

mly utharized. A proxy need not be a Member. A proxy who is appointed for a specified meet-
%‘»%I be called a Special Proxy. Any other proxy shall be called a General Proxy. A Special

:’-Pfoxy "8haflpe valid only forthe meeting lo whichit relates and it may not-be used formaore than one
¥ meglinq. ;\i ‘
T The m},?}un\ér}l appointing a proxy and the power of altorney or other authorily (if any) under which

§s|gned f,a notanially cerified copy of that power or authority, shall be deposited atthe Office not

,s‘ithanépny -elght hours before the time for holdirig the fnseling al which the person named in the
mnem proposes to vote, and in default the instrumen! of proxy-or the power of allorney or other,

U ns
J! gufhonly (it any) under which'it i is signed or a notarially cerified copy of that power or authority shall

not be treated as valid.

An instrument appointing a proxy may be in the following form. or in any other form which the
Directors shall approve:-

I, the undersigned ... ereeveecrncas. vee O e ee e s o
ing amember of TAPAL ENERGY (PRIVATE) LlMITED hereby appoint
MEIMESIMISS ot rees eresie eiieiietiesssssronns Of viinenns ererererarenenns e recis
orfaillng hrm/her....;,-.._. ..... Siperieesigipettarasensaners (o] [ aerenees v S MY Proxy
1o.vole for me and on my behalfal lhe Annual or Exiraordinary (as {he case
may be). General Meeling of the Company ta be held on the ....,. day of
....... and at every adjoumment thereof (or at every general meellng of the
Companyto bé held before the ...... day of ..... and al every adjoumment.of

any such meeting).

Signed this........reeenes AY Ofceenvireiinannne

The instrument appomlmg a proxy shail be deemed to confer authority to demand or]oln In de-
manding a poll,

A vole given in accordance with the terms of an Instrument of proxy shall be valid nolwilhstanding
lhe previous death or insanity of the principal or revocation of the proxy-or of ihe authority under

Page 15




ENERGY

69..

70.,

71.

72.

73,
74.

75.

76.

77.

71,

which the proxy was-execuled, or the transfer of the shares in respec! of which the proxy is given,
provided that no intimation in writing of sych death, insanily, revocation or transfer as-aforesaid
shall have been received by the Gompany at the Office before the commencement of the meeting

or adjourned meeting at which the proxy Is used.

Subject to the provisions of Section 162 of the Ordinance, a body corporate which is a Member
may, by resolution of its directors or in such manner as may be permiied or required by ils-consli-
1ution; authorise in writing any person'to act-as Its representative at any megting of the Company
and {he person-so aulhorised shall be entitled to exercise the same péwers on behalf of the body
corporate which he represents as.that body corporate could exercise if it were an individual Mem-
ber of the Compary present in person..A body corporate atlending a meeting through sbich repre-
sentative shall be deemed for all purposes of these Articles to be a Member preseqt in person.at lhe

meeting.

DIRECTORS

“The first Direclors of the Company shall be appoinled by lhe Subscribers.

Save as provided in Sectlion 187 of the Ordinance no person shall be appointed as a Director unless
he is a Member.

The first Direclors shall stand relired at the first annual general meeting, and directors shall be
elected in their place in accordance with Article 77 hereof.

Any person who seeks to contes! an election lo the office of Director shall, whether he is a retiring
Direclor or-otherwise, file with the Company, not tater than: fourteen days before {he date of lhe
meeling at which elections are to be held, a notice of his intention to offer himself for election as a
Direclor, Provided that any such person may, a: any time, before the holding of elections wﬂhdraw

such notice.
Retiring Directors shall be eligible for re-election..

The Directors shall be elected in accordance with the provisions of the Ordinance by the Members
in General Meeting from amongst the candid:ates eligible for élection in the following manner:

a) every Member present in person ar by proxy or by representative shall have such number
of voles as is equal to-the product. of thee number of voting shares held by him and the

number of Direclors Lo be elected;

b) {he number of votes calculated in accordance with the preceding clause (a) rﬁay be givento
a single candidate or may be divided belween any two or more candidates in such manner
as the person volting may choose; and
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Unless otherwise determined by the Company in General Meetmg in accordance with the.
provisions of Article 98(b), the Board shall consist:

(i) len (10) elected directors including a Chlef Executive, rf the Chjef Exectitive is nominated
) from one of the electad directors; or
(i) ten (10} elecled directors plus a Chief Executive; if the Chief Executive is not nominated

from one of the elected directors,
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) the-candidate who géts the highest numbert of votes shall be declared elecled as Director
and then the carndldate who gets the next highest number of votes shall be so declared and
so on unlil'ihe tolal number of Direclors to be elecled has been so elected.

78. The Company may at any time, by a res‘olq_t’io_n'ln general meeting remove a director, appointed
under Seclion 176 or Seclion 180 or elecied in the manner provided for in Section 178 of the

Ordinance:

_Provided that a resalution for removing a director shall not be deemed to have been passed tinless
‘the number of votes cast in favour of such a resolution is not less thani-

)} the minimum number of ‘votas that were cast for the election of a director in the. manner
provided in subsection (5) of Section 178 of the Ordinance; or .

if} " the total number of vales for the time being computed in the manner laid down in sub-
Secilon (5) of Seclion 178 of the Ordinance divided by the number of directors for thetime
being, if the resolution relales to removal of director appointed under Seclions 176 or 180

/‘i R "”\H e Ordinance.

/ 3*\,\&1’11;,01 '4,
4 ..\._
7d8. éfrmg Dlreg1 rs shall continue lo perform their functions until their successors-are elected

: '(A b(re ‘Qc eleﬁt d by the Members in general fneeling staii hold omce for a period of* three years
g Aallowify vthey' te from which his election is effective unless he earlier resigns, becomes disquali--

" “ﬁedfff"m bgjhg a Directar or olherwise ceases to hold office.

LAn 1he/gver'ft a vacancy occurs on the Board by reason of the death, resignation or-removal of a
direcior, such vacancy shall be filled by ihe vole of the remaining Dlrectors if still constituting a
quorum, or if no quorum exists, by the Members at a general meeling called forthal purpose. A
director elected or appointed to fill @ vacancy caused by the death, resignation or removal of'a
director shall be elected or appointed only for the unexpired {erm of such director’s predecessorin

office.

82. When any Director intends to be, orIs absent for a period of not less than thiee (3) Months. from
Pakistan, he may with {he approval gf the Directors-appoint.any person lo be his alternate direclor,
and such alternate director during the absence of the appointer from Pakistan, shall be entitled o
receive notice of and to atlend and vote at meeling of Directors and shalf be subject to and entilted
lo the. benefil af the provisions contained In these Aricles with reference 1o directors and may
exercise and perform alf such powers, directions and duties as his appointer could have exercised
or perfarmed including the power of appoinling another alternate director. An altemate director so
appointed shali not be entilled to receive any remuneration from the Company nor be required to
hold any qualification. Such appointment shall'be recorded in the.Directors minute hook. A Director
may at any lime by notice in wriling to the Company remove an altemate director appointed by him
upon the return of the appointer to Pakisian, ¢r the dealh of, or the relirement or resignation as
Director of the appointer; the alternate director shall cease-to be such provided that if any Director
retires but s ré-elected at the meeting at which such retirement took &ffect any appointment made
by him pursuant to this Aricle which was in force immedialely prior fo this retirement and re-election
and which has nol otherwise ceased 1o be efféctive shall continue to operate-affer his re-election as
if he had not so retired.. An alferndle director shall not be deemed to bie the agent of the Director

. appointing him bul shall be reckoned as one wilh his appointer. All appoiniments and removals of
_ alternate dirécfors shall be effected by wriling.ander the hand of the Director making or févoking
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such appaintment and left at the office. For (he purpose of assessing a quorum In accordance with
the provisions of Arlicle 87 hereof an alternate direclor shall be deemed to be Dlrector. Any

Director may act an

Alternate director for any one or more Direciors, as well as being able to act as a Direclor in his owri
right. An alternate direclor may resign as such upon giving thirty (30) days prior notice to the Board
{o this effecl. An allernale director need not be a Member.

83. The Directors shall be baid such travelling and hotel expenses as may be fixed by the Directors
from lime 1o time or if a Director has1o come {o attend the Board meeting from outstation,

84, The Directors shall elect. one of their meniberas the Chairman o(}he Board and the Chairman shall
not have a second or casling vote. '

85. The Directors may from time to time delegate any cf their powers toa commitlee or commmees.

consisling of two (2)- or more members of their body as they think fit. A commmee duties and
powers shall be restricted to the purpase for which It.Is formed. Any comimiltee so formed.shall

conform fo any regulations that may byimposed upon it by the Directors and shall be governed in

he exercise of the powers so delegated; by the provislons herein contained for regulahng meetmgs
and proceed:ngs applicable to the Dnreclors P g

POWERS AND DUTIES OF DIRECTORS = *

¥ .
36, The business of the: Company shall be' managed by the Direclors, who may pay all/xpensesm; .

incurred in selting up and registering the Company, and may exeércise all such powers loe Cq AN
pany as are not by the Ordinance or by these Arlicles, required Lo be exercised by the: Cdmpanyln
general meeting pravided that no regulalion made by the. Company in general meeling sh‘all mvahn

date any prior act of the Directors which would have been valid if that regulation had not beert- made :

87. Subject to the provisions of Articles 57:and €8 the Direclors may exerclse all the powers of lhe'
-Company to borrow'money and {o.morigage its undenakmg, properly and capital or any part thereof,
and to issue securilies and debentures, participation or term finance cerificales or any glher instru-
ment, whetheras secunly for any debl, liability or obligation of the Company or of any third party or

olherwisa.

88, The Directors may from lime to time and at any {ime by power of attomey appoint any compaoy, firm
or person of body of persons, whelher nomina:ed directly or indirectly by the Directors, to be the
altarney or atlarneys of the company for such purposes and with such powers, authorities and
discretions (not exceeding those vésted in dr exercisablé by the Directors under these Arlicles) for
such period subjecl to such condilions, if any, as they may think fit, and any such powers of attorney
may-contain such provisions for the protection and convenience of persons dealing with any such
attorney to delegate all or any of the powers, aulhorities, and discrefion vested in him.

83. A Director of the Company ora firm of which such Director is a pariner or private company of which
such Director is a director may with the consent of the Company In general meeting hald any office

of profil in the Company.

90. Subject to the provisions of Seclion 185 of the Ordinance, the Direclors shall not be disquallfied
from contracting with the Company either as vendor, purchaser, of 6therwise, nor shall any such

+ contract or agreement-entered into by or on.behalf of the company ar partnership of or in which any
Director of the Company shall be a member or otherwise interested be avoided nor shall.any such
Director so contracting or being such member or sa interested be liable to accounl to the Company
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for any profit realized by ary such contract or afrangement by réason of such Director holding that
office or of the fiduciary relatjon thereby'established, bul the nature of his inlerest must be disclosed
by him at the meeting of the Directors al which the contract orarrangément is determined on, if the
interest then exists, orin any other case al the first meeting of the Directors after the acquisition of
the interest. A.general notice that any Directcr of the Company Is a director of a member of any
othercompany or is a member of any named.firm and is to be regarded as interested in any subse-
quent transaclion with such-company-or firm shall, as regards any such transaction, be.sufficient
disclosure under this Article and after-any such general notice It shall not.be necessary to give any
special notice relating to any particular transaction with such firm or company. In the case of a

" Director being direcly or indireclly interested or concerned in a conlract for the appaintment of a
chief execulive, managing agenl, whole time direclor, or secretary of the Company, the provisions
of Section 218 of the Qrdinance. shail be observed and performed.

g1. In accardance with the provisions of Seclion 219 of the Ordinance a Register shall be kept by the
Directors in which shall be enlered particulars of ali conlracls or arrangements and which.shall be
open fo-inspeclian by any Member at the Office during business hours.  *

92. All cheques, promissory notes, drafts, bills of exchange and other negotiable instruments, and all
)\LT&CQIPIS for moneys paid to the Company, shall be signed, drawn, accepled, endorsed, or otherwise
£ x'éom d, as the case may be, in such manner as the Direclors shall from time to time by resolution
de’legnin \ o .
(. \ \ /. -
: -'T_,?‘erepl rsshall duly comply with the provisions of the Qrdinance and In particular with the
Apr 'yfswns ln regard {o the registration of the pariculars of mortgages and charges affecting the
3y eny oflhe Company or created by il, and lo keep a Register of the Direclors and managers,
[ nti {o seﬂd 1o the Registrar an annual lisl of Members and a summary of parliculars relating thereto
nd ncm:e of any consalidatjon or increase of share capital and copies of special resolutions and a
m;opy “of the Register of the Directers and notification of any changes therein.

94, The Directors shall cause mlnutes to be made in boaoks provided for the purpose :-
" a) of all appolntments of officers made by'the Direclors;

b) of the names of the Direcfors present at each meeting of the Directors and of any commit- .
lee of the Direclors;

c) of all resolutions and proceedings of all meetings of the Company;, and of the Directors and
of committee of Direclors; and every Director present at any meeting of Directors or com-
mittee of Direclors shall sign his name in a book 1o, be kept for(he purpose and any such
minute of such a meeling if purporting W be signed by the Chairman thereof, or by the
Chairman .of the next succeeding meetinj of the same body, shall be sufficient evidence
without any further proof of the facts therein staled.

VACATION OF OFFICE OF DIRECTORS

g5, A Direclor shall ipso faclo cease to hold affice if:
a) he is found to ba of unsound mind by a court of competent jurisdiction, or
b) he s adjudged an Insolvent, or
" Page 19
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97.

98.

S

c) he ceases to be a Member of the Company save as prowded in Section 187(h) of the
Ordinance, or .

d) - hear any firm of which he is a partner-or any private company of which he Is a director
without the sanclion of the company in general meeling accepts or halds any office of profit
under the Company other than that-of Chief Executive or-a legal oftechnical advisor of
banker, or

8) he absents himself from thrée consecullvé: meetings of the Directors or from all. méetings
of the Directors for a continuous period of three Months whxchever Is the longer without
leave of absence from the Board or .

f) he acts in contravention of Section 135 of the Ordinance, or

o) he resigns his office by notice inwriting to the Company, or

h) fie suffers fram any of the disabllities or disqualifications menhoned m Sechon 187 of the .
Ordinance, or :

i

bythe Court under Secuon 217 of the Ordinance.

PROCEEDINGS OF DIRECTORS

The Directors may meel together forthe despatsh of business, adjoum and otherwise regulate thexr
meelings, as they think fit. The Board of Directors shall meet at least four times in every year to
conduct the business of the Company. A Director may, and the Secretary on the requisition of
Direclor shall, at any time, summon a meeling of Directors. No meeting of the Board 6f Diractors
may be held unless not less than seven (7) days' natice has been given:to each Director on the
Board of Directors; provided however that such meeting may. be held upon.shorter nofice if such
notice is waived in writing by all of the Direclors, If and to the extent permitied by Jaw, meelings of
the Board of Directors may be held by video coriference call, provided a quorum of Directors is
present an such-call and such directors can hear and see each otherand are able {o satisfy them-
sefves thal the dfrectorSpresent at stich meetings remain present for the duration thereaf.

: The quorum necessary for the transactxon of the business of the Dlrectors shall be four Oirectors™
PRALI b b LG

actually present in person or by an alternale dlreclor, and al leasl one ‘of whom shall have been

nominated by each Group entitled la nominate a director pursuant to the Agreement. For the pur-
poses of this Article, an-allemate director appointd by a Director shall be counted In a quorum-at a
meeling al which the.Difeclor appointing him is not present,

(ay Exceptas set forth In Article 88(b) decisions and resolutions of the Board shall be taken by
not less than two-thirds of the Direclors present a meeling- al whi¢h there is a quorum.

®) No resolution, coricerning any malter [isted below when put to vote, shall be deemed to be

carried except when voted in favour of such resolution by at least seven Directors onthe
‘Board:
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0] lhe issuance of, and the interest rate, terms, subordination provisions and olher financial
provisions relating to the issuance of, any New Capital; or the sale or issuance of New
Cadplial to any Person not a Member priqr to such sale, including any decision thal New
Capital shall be coniributed as equily ralher than Sharehdlder Loans;

(i) any decision regarding the declaration or payment ofdistribuﬁoné to the Shareholders {and
the amount thereof) whether'in the form of dividends (including interim dividends) or return
of capital, including deiermination of Net Cash Flow;

“(iii any decision lo $eli, piedge lease, assign, morlgagé orcreate a Lien on or a security
interest in any material assel of the Company other than for purposes of the refinancing of
the Existing Loan as contemplated by the Term Sheet; :

{iv) any decision to lend Company funds {o or invesl Company funds in any other company,
partnership, joint venture or other Person (other than funds maintained and invested by the
-Company upder and in accardance with the Financing Documents);

V) to the extenl not olherwise détermined by the Agreement or app'_li_cable law, any decision
which could reasonably be expecled {0 have the effect of a malerial change in (A) any of
~———__{he Company's depreciation or accounling methods, tax policies or tax elections, or (B)the

[} it
et T e \\sstalus of the Company or any Member;
\ T \s\am(,/)

(vn)vﬁ/) any Ier inalion of, any material amendrment or modification to of anywaiver or election of’
\.,/iany rig)n under any Project Document, an'y Financing Document or any other agreement {a *
; .’f“i“whw he Company is a party if ihe same could reasonably be expecled o have a rhalerial
53{3 ggverse effecl on the Company or would require the Company to make payments as a
SO h‘f; ¢sult thereof in an'aggregate amount in excess of US$500,000; .

(viil}  any decision to cause the Company to enter info or conduct any business olher than the
Project’and aclivities reasonably refated thereto; .

(ix) any increase in or voluntary prepayment, madificalion or extenslon of any indebledness of
the Company. (other than for Working Capital and the refinancing of the Existing Loan as
conlemplaled by the Term Sheet) in an aggregate amount outslandmg al any time-in ex-
cess of US$500,000;

{x) the initiation, release, settlement or comprarnise by the Company of any arbitration, litiga-
tion or olher legal or administrative proceeding, or thé sefllement or compromise by the
Company of anythreatened claim, that In either case could have.a materiaf adverse effect

* on the Company or that could require as par of such selllement or litigation, payments by
the Company (other than payments covered by insurance) in an amount in excess of
US$500,000;

(xi) the transaction of any business by the Campany with a Member ar any Affiliate of a Mem-
ber, or the causing of the Company'to enter Inlo any contract or olther agreement with a
Member, an Affiliate of a Member or any employee, officer or director of a Member,

(_xi}') the approval of each annual budget for the Company and any changes thereto in excess of
115% of the budgeted amount ¢onlained in the relevant approved anniual budget;
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99.

103.

- (heir number is reduded below the aumber-fixed by- or pursuant to the regulations

jo0.

‘ 0 101.

102.

{xiii)  the approval of all material agreements (ir cluding any amendments thereio) entered or to
be entered into by lhe Company after lhe date of lhe Agreement including any Finaneing
Document, any other agreement with respect (o Lhe financing or refinancing arrangements
for the Project; any additional Project Document and any amendment or modification lo &
Project Document or a Financing Document other than any document entered or to be
entered into by the-Company for the purposes of the refinancing of the Existing Loan as
contemplated by the Term Sheef;

(xiv)  the appfoval of any expenditure not conlained In an approved budget in excess of
US$500,000;
N

(xv) any change in the number of Direclors comprising the Board;
xvi)  the appointment of the Chief Executive;

(xviiy  the approval of a protocol with respect to the place, time and procedure;-forrﬁéelin_’gs of
the Board df Direclors {(and any replacement or amendment of such protocoly; anq,.-;':j-

(xviii) the requuemenl for’ any suppod from the Shareholders otherthan forWorkmg_

&

The continuing Dlrectors may acl nolwﬂhstandmg any vacancy in their body, bul ) éhd so’lqgg a;s A ;
ofithe -domp‘atm)

as the necessary:quorum of Direclors, the continuing Directors may acl for the purpos %\ nlhng .
vacancies in their body or summoning a Generaf Meeting of the Company, but for no'crlher 5’5}.

. ! R K
Al acts done al any meeting of the Direclors ¢r by any person acling as a Director sha'ﬂrpptwnr,\;:,
standing thal it shall aflerwards be discovere(] that {here was some defect in the appomlmen or -
continuance in office of any such Director or person acling as aforesaid, or that they or any of them
were disqualified or had vacated office; or were not entitled o vole, be as valid as if évery such
person had been duly appointed or had duly continued In office and quahf‘ed and had continued to

be a Direcior and had heen entitled 1o bea Dlreclor .

Except as‘othierwise provided in the Ordinance:, any action which miay be taken at a meeting. of the
Board shall be validly taken withotit sich meetmg if a_resolution in writing approving such action is
executed by the Direclors that would otherwisie comprise a quorum under Article 97 or, if Article
98(b) is applicable, the number of Direclors required {6 take such aclion piirsuant to Arlicle 88(b).
For thig purpdse, it shall be permissible fo circulale the text of the proposed resolution duly signed
by the Chairman, if'any, of the Board orihe Chief Executive and abtaln the signatures of all the other’

" Direclors thereon separalely by f_a'x (the signed original whereof.shall be sent in due course by mail

or courier by the Campany for its record) and such resolution shall be effeclive as soon as the text
of ihe resolution signed by each of the other Directors'shall have been faxed 1o and received by the

Company.

if al any meeling {he Chairman is absent, the Directors present may elect any one of their number :
to act as the Chairman for-the meeting.

CHIEF EXECUTIVE

The Board shall within fourteen days afterihe constilution of the Board or from the date of election
ofDlrectors orthe office of lhe Chief Executive falling vacant as the case may be, appoint, subject
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104.

106.

107.

08.

to the provisions of Section 198 of the Ordinance, a person to-be the Chief Exectitlve.of the Com-
pany. The period forwhich a Chief Execufive shall be' appointed shall not exceed three years from
the date of appointment unless he earlier resigns or his services as Chief Execulive-have been
terminated by the Board i accofdance with ard In the mannér; asthe case may be, the provisions
-of the Ordinance and the Agreement. Ot the expxry of his term of office, a Chief Executive shall be
ehglble for reappointment if nominated in the manner prov:ded in this Articfe. Theiérms ahd condi-
fions of appoiniment of a Chief Executive including his powers and remuneratjon shail be detér-
mined by the Direclors, subject to the provisions of the Ordinance.
The Chief Executive shall, if not already a Director, be deemed to be a member of lhe Board and’
shall be entitled to all the rights and privileges (including the right to. vote at meetings of the Board
and other proceedings and for resolution by circular) and subjecttorall of the liabilities of a Director
of the Company; Provided, however, that if -an elected directar is appointed as the Chief Executive
" he shall nothave an additional vote while- he holds officé as Chief Executive. The Chief Executive
shall be entitled 1o such remuneration, behefits and allowances as the Board may specify. Subgect to
supervision of the Board, the Chief Executive Shall be responsible, and hold the powers and
althorities, for the lmplementatlon of poliéiés, decisions; guidelines, and direclives of the Board for
achievement of the objectives of the Company and shall have, subject to Article 98, full powers lo
execute the same, including powers for ¢onducting day to day management and business of the
Company, appointment aiid termination of persennel {except in the case of General Managef and/or
Executlve Directors wha would be appointed and tfieir terms and conditions detérmined subject fo
snroval of the Board). The Chief Executive shall inform the Board subsequantly and at the
{ble opportunity and the Board may review it if it considers riecessafy, powers fo carry
it &z gt tion and distribution, import, export and operation of bank accounts and 1o make
en‘t\and-p wers to appomt dlstnbutors authorized sub-contractors, dealers or agents. The

- 4Baym
3 [C *efExe}utlvé' ay further delegate any of his powers fo any other persan(s) or committee(s) as he

i
'ﬁfay‘{hmk,‘f}t su!aract to the approval of the Board.

: may \b e prior consent of the Board, devote lesser time fo the Company or becomoa a -
§|?e§t@o‘(§ h company or companies as afe nat engaged in any business in direct compétition
with {iaf’ef the Company: .

SECRETARY

The Secretary shall be appointed by the Direcctors. for such {erm, at.such remuneration and upon
such conditions as they may think fit, and any Secretary so-appointed may be removed by thea.

. THE SEAL

The Directors shalt provide forthe safe custody of the Seal whichshall only be used by the authority
of aresolution of the Board orby a committee of Direclors authorised in‘that behalf byithe Directors
and every insfrument 1o which the Seal shall bz affixed shall be signed by either two D]_rectors or

one Ditector-and the Secretary.
DIVIDENDS AND RESERVES

The Company.in general meeiing may declare dividends, but no dividend shall exceed the amount
recommended by'the Directors in accordarice with Aticle 98(b). No dividend shall be paid by the
company-atherwis€ than out of the profits of the cormipany or in codtfavention of Sectioh 248(2) of

the Ordinance.
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110.

111,

112,

113

114,

115.

1146,

o117,

The Direclors may from lime to li'm_e_ payto 1ihe Members such interim dividend as appearto the
Directors (o be justified by the profils of the Company.

The Direciors may, before recommending any dividends, set aside out of the profils of .the
Company, stuch sums as they think proper as a rgserve or reserves, which shall, at the discre-
tion of the Directors, be applicable for meeting contingencies, or for equalizing dividends, or for
any other purpose to which the profits of The Company may be properly applied, and pending
such apphcatnon may. at the like discrefion, either be employed i in the busmess ofthe Company

from time lotime lhmk ﬂ

When any shareholder is indebted to the Cornpany;, all dividends payable to him, or a sufficient part
thereof, may be retained and applied by the Direclors in or {owards satisfaction of the debt.

Any dividend, interest or ofhér moneys payable ini cash.in respect:of shares may be paid by chegue
or warrant sentthrough the post direct fothe regls!ered address of the holderor jnthe case of Jomt

ar to such persons and to such address asihe holder orjomt holders may in, wntmg drreci Everg
such chequeorwarrant shall be made payable lo 1he order of the person to whom Ms sent /Ahyﬁf

penod laid down in the Ordmance
Unpaid dividends shall hot bear interest as against the Company.

CAPITALIZATION OF PROFITS

Thie Company in general meeting may upon {he recommendation of the Directors resaive that it is

desirable to-capitalize any part of the amount-for;the time being standing at the-credit of apyof the
Company's reserve accounts or to the credit of the profil and Toss accounts or ot_hérWise gvailable
for distribution and accordingly that such sum be set free for distribution amongst the Members who-
would be erititléd therelo if distribuled by way of dividénd and in the same propariion on condilion
that the same benot paid in cash but be applied either in ortowards paying up any amounts for the
time being unpaid on any shares held by such Members respectively or paying up in full un-issued
shares of the Company to be allotted’ and distributed/credited as fully paid upt5.and amongst.such
Members in the prdporiion aforesaid, or partly in the other, anid the Directors shall give effect {o.
such resolution,.

ACCOUNTS

The Directors shall cause the Company to keep proper books of account as required under Section
230 of the. Ordinance and in accordance with sound: and generally accepted accauniing principles

and corporale praclices.

The books of account sha’l'l be kept at the Office of the Company or at such other place as the
Directors shall think fit and shall be open_to inspection by {he ‘Directors during business hours.

The Direclors shall from time to time determine whether and 16 what éxtent and at what trme and
places and under what conditions or on regulatrons that accounts and books or papers ‘of the

Company or any of fhem $hall be operi fo the inspection of Members nof being Directors, and no
Member (nol being a Dxrector) shall have anyright of inspecting any account dand boek or papers. of .
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the Company except as.conferred by law or authorisea by the Dnrectors or by the Company-in
general meeting or under this Adicle 117. Notwithstanding the ‘aforesaid any Member (or, id the:
case of the Tapal Shareholders any group-of tr em acting collectlvely) who holds shares sufficient
to elect al least oné direclor shall have the right lo inspect, in. pérson or through its duthorised
representatives, the books and records of the Company at all reasonable times.. The Company
shall upon reques! provide each such Membgr with.copies of all 1ax returns prompfly afler the filing
of such tax returns with the appropriate governmental aulhorilies-and copies-of proof of payment
submnilted im conneclior with sych tax refurns. The Members shall cause the Board to .adopt-appro-
priate resolutions permilting the Members access lo the books, records and other documenis as
“they may reasonably requast.

“The Direclors shall as reqdf@'ed by Seclions 233-and 236.bflhe Ordinance cause (o be prepared and
o be laid before the Company in general meeting such profit and loss account and balance sheels
duly audited and reports as are reférred to in those sections,

‘The balanég sheel, profit and I6ss account, and dther reports referred to in Article 148 shall be
made out in every year and laid before the Cémpany in annuat general meeling made up to a date
not more than six Months before such meeting. The balance sheet and profit and loss aécotint shall
be accompanied by a reportof the auditors’ of the Company and the reporl of Directors.

A copy of balance sheet and profit and loss accourit and reports of Direclors and audﬂars shall, at
Jeast twenty one days preceding the meeting, tie sent {o'*5% persons entitled to receive notices of
ineral meefings in'the manderin‘which notices-are to be given hereunder.

' vOrdmance The: Companys annual financial statements shall be. prepared in ac;cordance wnh gen- ’
erally accepled accounting principles of Pakistan.

NOTICES

(a) A potice may be given by the Company to any Member either persanally or by sendifig it by
post to him {o his registered address or (if he has no registered address in Pakistan) lo the
address, if any, within or outside Pakistan supplied by him t¢ the Company for the giving of
notices to him. .

(©) Where a nolice is sent by post, service of the notice shall be deemed to be effected by
property addressmg, prepaying, and posting a lefter containing the notice and, unless the
contrary is proved, fo have been effected at the time at which the letter would be defivered
in'the ordinary course of post.

- Anotice may be given by the, Company fa. lheJomL holders of 'a share by giving the notice 1o the joint
holder named first In 1he Réglster i respect of the:share and a notice So given shall be sufficient
notice to all the ‘halders of such shares,

A notice imay be given by the Company {o the persons entitled fo a share In consequence of the
deathorinsolvency of a Member through the post in a prepaid let{er addressed (o them by name or
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126.

127.

128

by the title or represenlatwes of the deceased, or assignee of {he irisolvent or by any jike descrip-
tion, atthe address (if any) in or ouf of Pakistan supplied for the purpose by the persons clajming to
be entitled, or (unti! suchan address has been so supplied) by giving the notice in any mannerin
which the same might have beén given ifthe death or msolvency had not occurred.

Notice of every generaj meeting shall be given in the manner hereinbefore authorised to.(a) every
Member of the Company, except those Members who having no registered address within Pakistan
have not supplied to the Company-an address within or outside Pakistan forthe giving of notice to
them; (b) every person entitled o0 .a share in consequeénce of thie death or insolvency of a Member,
wha but for his death or insolvency would be entitled to receive natice of the meeting; {c) the
auditors of the Company for the timeabeing; and (d) the Directors.

WINDING UP

{.
@) if the Company is wound up, {he liquidator 1 may, with the sanction of Specxal Re§olut' 'ngo}
the Company and other sanctions réquired by the Ordinance, divide amongst tht I\?Fe,q{\
bers, in specie or kind the whole of any parl of the assets of the Company. whel erihey‘ o
consist of pioperty of the same kind or not g

(b)~ For the purpese aforesaid, the liuidator must set a value as he deems m good fa'l fa
upon any property having due regard for the property’s fair marked value to bediv

aforesaid. ~ Wty

© The liquidator-shall distribiute the cash and non-cash proceeds form the séle‘dfthe Céiﬁbé—
ny’s assels, and any asset nof sold, excé:pt as may be otherwise provided by apphcable
law, in the following order of priority: .

(i) All-of the Company's debts and liabililies shall be paid and discharged in the ordec of pnonty
- . provided by applicable law; and :

(in)- The balanceshall be distributed ta the Members pro rafe in accordance with the ratio which
the number-of shares held by each Member bears to {he total number ofissued and paid up
shares of the Company,

(d) The liquidator may, with the like sanction; vestthe whale orany part of such assets for the
benefif of the conlributeries as the liquidator; with the like sanction, thinks fit, but'so that no
merbef shall be compelled {o accept any shares or other securities whereon there is ahy
fiability, ‘

(e} Upon completion of distribution-pursuant to this Article the liquidator shall take such ac-
tions; in¢luding execuling any documenis or'agreements as may be necessaryto dissolve
the Company under applicable law.

SECRECY

(@) Subject to Article 128(b) and (c) no Member nor its Affiliates or nominees shiall reveal to

any third party, without the prior consenf of the other Members any information concerning
the organisation; busjness, manuf'ac'turmg processes, finances; transaclions or affairs of
the Company, the otheér Members or any-of the other Members® Affiliales or nominees, or
any information related to the’Agreement (the “Confidential lnformahon") and shall not dse
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any such Confidential Information in any manner which may direclly or indirectly injure the
Company, any other Member ar any of fie other Meinbers® Affiliates or fiomitiees, except
thal stch Confidential Informatiar may be disclused if, and only to the extent; required by
law,-or to any lender or prospective lender or other parties providing financing to the Com-
pany, provided that such lender, prospective lender or parly providing financing has sup-
plied an undertaking, which shall be acceplable (i) in the.case.of inforrnation pertaining to a
Member, to that Member and (ii) in the casse of information pertaining to the Company, fo
(hé Board in its sole .discretion, {0 keep such Confidéntial Information confidential on sub-
sfantially the same ferms as are contained in this Arlicle. The provisions of this Article shall
niot apply (i) in respect of irformation which is or has become publicly available through no
“act or omission of a Member, ils Affiliates, agenis or nominees, (i) 1o the extent such
information was in the possession of the Mernber, its Affiliates, agents or nominees’ priorto
. : its earfiest receipt from any other Member or the Company, or {jii) as may be requiredin any
report, statement or testlmony required t5 be submitted to any municipal,:s state or national
regulatory Body, any court or afty arbitration tnbunal havmg or claxmmg{o have jurisdictlion
averit, or @s may.be olheiwisérequired by faw; regu!atron court order or.other governmen-
tal authonty oras may be requured ihresponseto any summons. orsubpoena orin connec-
tion with any litigation or arbitration underlhe Agreement

Jnthe course.of an offerto a (n{rd party 16 sell, transfer assign, dispose of pledge, chargé
polhecale any shares, a Membershall be entitied to disclose Conrdentlal Information

3 th third party, provided that; .

- \
4 e Wember promptly informs the other Members of the subslance of all Conf'dentlal lnfor-

a_v@ﬁo @%matlon shall be disclosed td 1he third pady unless the third party has first suppliedto
FEE=3 e sther Members an undertaking in writing on subsfantially the same terms as Article

(c) The Board shall exclusively control all fublic disclosures and communlcat(ons with the
press regardlng the Company.. . .

INDEMNITY

129.  Every Dsrector or officer of the Company and every person employed.by the Company as auditor
shall be mdemmﬁed out of the funds of the Company against ‘all liabilily incurred by him as sugh
Director, o,ff icer or auditor in defending any proceeding, whether civit or criminal, in‘'which judgment
is'given in his favour; orin'which he is acquitted, or in:connection with any application under Section

- 488 of the Ordinance in which relief 15 granted to him by the court.

RECONSTRUCTION

130.  Omany sale of the-undertaking of the Cnrnpany. the Directors or {he llqutdator on a winding-up may,
if authorised by Special Resolution, accept fully paid or partly paid-up shares, debentures orsecu-
rities of any other company, whether mcorporaled in Pakistan or nof either then existing or {0 be
formed forthe purchase in whole or in part of the property of the Company, .and the Directors (if the
profits af the Company permlt) orthe fiquidator (in a winding-up) may distribute stich shares, or any .
otherpropenriy of the Company amongst the Mzmbers withaut realization, or vest the same in trus-

[
: tees for them, and any Special Resoélution may provide for the distribution or appropriation of the
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cash, shares, or other securities, benefifs or property, otherwise than in accordance with the strict
legal rights of the Members or contributories of the Company, and for the valuation of any such
securities or property at Suth price and in suich manner as the meeting may approve, and all hold-
ers of shares shall.be bound by any valuatjon or dislibution sa authorized, and waive all rights in
relalion thereto, save only in.case the Company is proposed to bé or is in the course of being wound
up, such statulory rights if any, under Section-367 of the Ordinance as-are incapable of' bemg varied

or excluded by these Afticles.
CHANGE OF NAME

131, Ifatanytime fhe aggregate.shareholding of thé Tapal Shareholders falls below twanty six percent

require that {hie name of ihe Company be ‘changed so as to remove the word ‘Tapal"f ,@‘-%' :
narfié and each Member shall take all such steps as lies within its power-or control 10

the Cémpany effects such change.

o

» . DR o
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AN I W)

We, the several persons whose names and addresses are subscribed heltw are desivous of being formed into a Company in putsuance of the
Articles of Association, and we respetiively agrec to take the number ol'shares ii the Capital of Uie Cnmpany set opposite our 1Lspe(.uv¢_ mmu;.
Names aind Surnamis N'\lmnuhly Number of
(Prc&u:l and fonner with any ' shares taken
in {ull in block Father's/Hushand’s former . Residential by each
letiers) Namnc in full nationalily- Occupation Address subscriber
MR.MOIZ S. TAPAL LATE PAKISTANI BUSINESS 6-A, 1ST GIZRI LANE. 6250
. MR.YADIQ ALL | (TRADING) D.H.A., KARACHI, )
" MR. DAANISH A. TAPAL MR'. ANWAR ALT PAKISTANI BUSINESS 17798, CLIFTON, 6,250
.5 TAPAL. : (TRADING) KARACHI,
MR. TABISH M. TAPAL MR. MOZ S. TAPAL, PAKISTANI BUSINESS 6-A, 1ST GIZRI LANE, 6,250
' o (TRADING) D.H.A., KARACHL
MR. SHAKIL A. TAPAL MR. AMIR ALl PAKISTANI BUSINESS K,DT: 39/8. M. 6.250
S.TAPAL (TRADING) T, KHAN ROAD.
[.ALAZAR, KARACHL.
MR, IAN CHRISTOPHIIR MR LAWRENGE G, AMERICAN. ENGINEER/ 27-D, SEABIRD LLAND )]
COPELAND CQPELAND ! BUSINESS DISCOVERY BAY,.
LANTAU ISLLAND
HHONG KONG.
- H ) ST RIS T S e T 1-1:,!.—
ALLXANDI‘R ARMAND MR. DAVID WILFRED. | AMERICAN- [ BUSINESS - 6-C. GRIXENBELT COURT 1 Esign‘::‘.“s.i PO ER TRGE @ Uy
KARSN KARSNER DISCOVERY BAY, LANTAU o — T
1SLAND, HONG KONG :
KAJTORE BJORKMAN MR. EVALD- FINLAND ' MARKETING ¢ 65920 N, VALLGRUND 1.
: BJORKMAN MANAGER . “VASA, FINLAND
M/S. KINGPIN NONE HONG KONG | FOREIGN 14°TH FLOOR. UK 24,997 o y
I\IVLSTMENT LIMITED . COMPANY KWOK CENTRIZ, 72 . Gelnpery B ,..\, Gr L llh Yty
THROUGH MR. 1AN C. GLOUCESTOR ROAD, . 7RSS, [ = ihainasat
COPELLAND WANCHAL HUNC KONG € .
“TOTAL 50,000
Dated thie Day of 1998
Winiess w the above signatures
Full Name, Father'siHusband™s Name Signagure Occapition, FFull Address
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GOVERNMENT OF PAKISTAN
9

CERTIFICATE OF INCORPORATION

(Under section 32 of the ’C‘ompanies-Ordinmce_, 1984 (XLV1] of 1984)

) T 01646

WTAPAL EAZRCY LINITIDM

‘Company Registration No.

1 hereby certity that -

».

e oo B N i
- et - > -

" is this day incorporated tnder the Companies Ordinance, 1984 (XLVIF of 1984) and-that

o sheres
the company is limited by - -

. i) i
~ Given under my hand. aut 1s cun‘ab‘.:d

L1 .
_ . /QL' - Herch
35 this - - - day of

ninety-five

:  pne thousand nine hundred and

78, 500/ <(k
Fee Rs. .J.O./ (ng,ees

Seventy elght thoussnd & five hundred
only) :

"
r
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DEPUTY REGISTRAR
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s

Ref: CEOSEC_199_061221
Dated: December 6, 2021

Mr. Tabish Tapal

Chief Executive Officer

Tapal Energy {Pvt.) Limited (“TEL")
F-25, Block 5, Rojhan Street
Kehkashan, Clifton

Karachi

Subject: Extension to the PPA Term Expiring on 19" June 2022

Dear Mr. Tabish,

We have received your letters no. TEL/KE/016/22 dated September 21, 2021 and TEL/KE/031/22
dated November 26, 2021 regarding the subject. We would like to inform you that KE is
principally willing to continue purchasing power from TEL via an extension of the PPA subject to
the fulfillment of the regulatory requirements and provision of necessary approvals.

'Please note that we would initially seek an extension of one (1) year only and consider any future

extensions on a year-on-year basis. We understand that TEL and KE would be required to
undertake the standard regulatory process which would include filing of tariff and negotiate a
revised PPA/extension. It is therefore suggested that our teams get together and formalize the
plan going forward. )

Look forward to continuing our arrangement.

Yours Sincerely,

b T
R R
ke

Syed Mdonis Abdullah Alvi
Chief Executive Officer

ﬂ‘ KE House, 39-B, Sunset Boulevard, Phase-ll, Defence Housing Authority, Karachi
@ www.ke.com.pk ®© 92-21-3263-71 33, 92-21-3870-9132, UAN: 111-537-211




Ref: CEQSEC_247_13042022
Date: April 13, 2022

Tabish Tapal

Chief Executive Officer ;
Tapal Energy (Pvt.) Limited (“TEL")
F-25, Block 5, Rojhan Street '
Kehkashan, Clifton

Karachi
Subject: Extension to the PPA Term Expiring on 19th June 2022
Dear Mr. Tapal, ' -

We write this in continuation to our previous letter vide ref no. ceosec_199_061221 dated 06

December 2021, regarding the subject.

We would like to inform you that KE is willing to seek an extension of two (02) years with TEL
while any further extensions may be considered later on a year-on-year basis. Further, we
understand that TEL and KE would be'required to undertake the standard regulatory process
which would include filing of tariff and negotiate a revised PPA/extension. It is therefore
suggested that our teams get together and formalize the plan going forward.

Look forward to continuing our arrangement.

Yours Sincerely, -

Chief Executive Officer

# KE House, 39-B, Sunset Boulevard, Phase-Il, Defence Housing Authority, Karéchi
& www.ke.com.pk < 92-21-3263-7133, 92-21-3870-9132, UAN: 111-537-211
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Imran Adhi'

Mudassir Zuberi <mudassir.zuberi@ke.com.pk>

From:

Sent: Friday, February 18, 2022 6:50 PM

To: - ‘ Mustafa Lakdawala .

Cc: Faizan Pasha, Muhammad; Fahad NaJml Fahad Mazhar; Tabish’; Mohammad Imran;
Raza Abbas

Subject: RE: Extension to the PPA Term Expiring on 19th June 2022

Dear Mustafa sb, '

Pls find below indicative monthly dispatch numbers for the 1 year extension. Pls understand these numbers have.
been projected based on tentative calculation and are dependent on various factors that we had mentioned in our
last email including but not limited to gas supply, BQ 3 dispatch, system demand, supply from NTDC etc. Accordingly,

these numbers may vary. Thanks
"We are available to discuss further.

01onth wise expected dispatch

Jan 0.00%

Feb 0.00%
Mar .. 0.04%
Apr ' : 6.73%
May : 32.78%
Jun 74.87%
Jul 96.39%
Aug 63.16%
Sep 88.50%
Oct ’ 0.68%
Nov ' 0.00%
Dec 0.00%

“Regards,

Mudassir




‘Imran Adhi Y

From: Fahad Mazhar <fahad.mazhar@ke.com.pk>

Sent: Friday, April 22, 2022 5:45 PM

To: Mustafa Lakdawala

Cc: ' Faizan Pasha, Muhammad; Fahad Najmi; Tabish'; Mohammad Imran; Raza Abbas;
Naz Khan; Mudassir Zuberi

Subject: RE: Extension to the PPA Term Expiring on 19th June 2022

Dear Mustafa Sb

Pis see below indicative Annual and monthly dispatch numbers for the extension till FY-24. Kindly note that these are
projections based on tentative calculations and are highly dependent on various factors including but not limited to
system demand, gas supply, supply from NTDC etc. Accordingly, these numbers may vary in future.

Tentative Annual Utilization: ~30%

tative Monthly utiization

fonth - |~ Utilization % -
July 2023

91%
Aug 2023 40%
Sep 2023 79%
Oct 2023 26%
Nov 2023 0%
Dec 2023 0%
Jan 2024 0%
Feb 2024 0%
Mar 2024 10%
Apr 2024 3%
May 2024 31%
June 2024 74%

ﬁWe are available if any further discussion is required in this regard.

Regards
Fahad Mazhar

From: Mustafa Lakdawala <mustafa@tapalenergy.com.pk>

Sent: Friday, April 22, 2022 12:22 PM

To: Mudassir Zuberi <mudassir.zuberi@ke.com.pk>

Cc: Faizan Pasha, Muhammad <faizanpasha@ke.com.pk>; Fahad Najmi <fahad.najmi@ke.com.pk>; Fahad Mazhar
<fahad.mazhar@ke.com.pk>; Tabish' <tabish@tapalenergy.com.pk>; Mohammad Imran
<imran@tapalenergy.com.pk>; Raza Abbas <raza@tapalenergy.com.pk>; Naz Khan <naz.khan@ke.com.pk>
Subject: Re: Extension to the PPA Term Expiring on 19th June 2022

[External Sender mustafa@tapalenergy.com.pk]

Dear Mudassir,

As discussed please expedite! With our hearing notice issued by NEPRA the modification will get more complicated
with further delay by KE in providing the dispatch factor for the 2nd extension term.

1
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o 0 DA/As above.

P
a
1

‘ ot D [ ST
National Electric Power Regulatory Authority
Islamic Republic of Pakistan ‘

2nd Floor, OPF Buildihg, G-6/2, Islamabad.

Ph: 9207200 Ext: 330 — Fax:9210215

Registrar : ' . _E-malil ; office@népra.isb.sdnpk.org
: 'Direct Phone : {051) 9206500

No.NEPRA/RLAG - 11/7745-46 . , .35.9, 2003

Chief Executive, .
M/s. Tapal Energy (Pvt) Limited
F-25, Block 5, . '
Kehkashan, Clifton

Karachi

Subject: -  Grant of Generation Licence IPGL/010/2003 .
Licence Application No. LAG 11
M/s. Tapal Energy (Pvt) Limited

Please refer to your application No. TEL/ACCTT/79/01 dated 10.05.2001 for a
Generation Licence, ‘ : ..

2. Enclosed here is Generation Licence No. IPGL/010/2003 granted by the Authority to
M/s. Tapal Energy (Pvt) Ltd. The Licence is granted to you pursuant to Section 15 of the
- Regulation of Generation, Transmission and Distribution of Electric Power Act (XL of 1997).

3. Please quote above mentioned Generation Licence No. in your futuye correspondence
with the Authority. ' ‘

»r

ob Ahmad Mirza)

(NEPRA}

Copy for information to Director Gen,cral,‘Pakistan Environmental Protection Agency,
44-E, Office Tower, Blue Area, Islamabad. . L ‘
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Generation Licence

Tapal Energy (Pvt) Limited

(1)

(2)

(M

Article 1 -

Definitions

In _this Licence:

a.

"Act" means the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997 (XL of 1997)' '

“"Agreements" means any or both of the lmplementatlon Agreement

and the Power Purchase Agreement

"Authority” means the National Electric Power Regulatory Authorrty
constrtuted under Section 3 of the Act, or any successor thereof;
"Implementation Agreement” means the lmplementatien Agreement .
dated 8™ August 1995 betweeln tne Licensee and the President of -

Pakistan;

"Licensee" means Tepa Energy (Pvt) Limited;

"Power Purchase Agreement" means the Power Purchase Agreement
dated 26" September 1995 between the chensee and the power -
purchaser thereof and for the due performance of whrch a sovereign
guarantee has been executed by the Government of Pakistan;’ '
"Rules” means the National Electric Power Regulatory Autnority
Licensing (Qene_ration) Rules, .20(-)0, as amended from time to time;

Words and expressrons used but not defined herein bear the meanrng

-given thereto in the Act or in the Rules.

. Article 2
Application of Rules

This Licence is issued subject to the provisions of the Rules, as amended

from time to time.

Pagelof5




Generation Licence
Tapal Energy (Pvt) Limited

(1)

(2

During the subsistence of the Agreeménté' entered into by.the Licensee

prior to the enactment of the Act, nothing contained in the Rules or this
Licence shall be applied in a. manner which is inconsistent with the
Agreements and materially increases the obligations or impairs the rights.

of the Licensee under the Agreements.

Article 3

Generation Facilities

The location, size, technology, interconnection arrangements, technical

limits technical functional specifications and other details specific to the

generation facilities of the Licensee are set out in S_chedule | to this

Licence.

The net capacity of the generation facilities is set out in Schedule Il hereto.

Article 4
Term

Pursuant to Rule 5 of the Rules, this Licence is granted for a term of
Fifteen (15) :yeérs. o

Unless revoked earlier, the Licensee may, ninety (90) days prior to the
expiry of the term of the licence, apply for renewal of the Licence under
the Licensing (Application and Madification Procedure) Regulations, 1999.

Article 5

Licence Fee

The Licensee shall pay to the Authbrity the Licence fee in the amount and
manner and at the time specified in the National Electric Power Regulatory

Authority (Fee) Rules, 2002.

&
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Generation Licence

" Tapal Energy (Pvt) Limited

(1)

(2)

(3)

Article 6

Competitive Trading Arrahgémen’t

" During the subsistence of the Agreements entered into by the Licensee

prior to the enactment of the Act, the Licensee shall have the option to™

participafe in such measures as may be directed by the Authority from

time to time for development of a Competitive Trading Arrangement.

Any variation. or modification in the Agreements under the'foregoing sub-
article (1); for allowing the Licensee to participate.wholly or bartially in the
Com'petit.i've Trading Arrangement éh_all be subject to mu.tual.agrec.amen_t of
the parties thereto énd such terms.and conditions as.may be approved by

*.the Authority. -~

in the event that the Licensee .eXercises its option to participate wholly or
partially in development of the Competitive_Trading Arrangement under
the ,f;ire-goihg sub-article (1), the Licensee shall in good faith work
towards implementaﬁon- and operation of the aforesaid Competitive -
Trading Arrangement in the manner and time period specified by the
Authority and in doing so, the Licensee shail not'by any act or oiniséion
impede the development, implementation or.operétion of the Competitive

Trading Arrangement. .

Article 7

Maintenance of Records

For the purpose of sub-rule (1) of Rule 19 of the Rules, copies of reco'rd's and
data shall be retained in standard and electronic form ar'ldvall such records and

data shal'l, subjeét to just claims of confidentiality, be accessible by authorized -

officers of the Authority.

. Page 3 of 5
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-Generation Licence

Tapal Energy (Pvt) Limited

Article 8
Compliance with Performance Standards

‘ Subjéct to the provisions of Article 2(2), the Licensee shall comply with the

relevant rules on peérvformancef standards as may be prescribed by the Authority

from time to time.

Article 9 _
Compliance with Environmental Standards

The Licensee shall, o the full satisfaction of the relevant competent authority,

comply with the environmental standards as may be prescribed by the aforesaid

relevant competent éutho’rity from time to time. -

Article 10

Provision of Information

Subject to the provisions of Article 2(2), the Licensee shall provide to the

Authority all such information as the Authority may require.

. Article 11

Revocation and Suspension

(1) In exercising.its powers to suspend or revoke the Licence under Section
28 of the Act, the Authority shall issue a show cause notice of a period not
less than 30 days. ' "

Pursuant to the powers under Rule 8(4), the obligations of the Li‘cen'see.

under Rule 8(3) stand modified to the extent of inconsistencies with the
Agreements and in the event of termination of the Agreements, the

).

Authority may revoke or suspend this Licence.

1
>
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Generation Licence
Tapal Energy (Pvt) Limited

Article 12
“Approvals and Authorisations -

Notwithstanding the provisions of Article 11(2), the Licensee shall apply to the

Authority, where reqdired, for approvals and autherizations under the Rules,

:inclu'ding without limitatioAn, the approvals and aut'hoﬁsaﬁions under Rule 8, Rule

10 and Rule 14.

—————

(NEPRA)
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N | | a . Generation Licence
Tapal Energy @vt) ].:;mlted: _

SCHEDULE }

MINIMUM. FUNCTIONAL SPECIFICATIONS
The.Complex consists éf one (1) land-based powerplant comprised of twelve (12) residual fuel oil

(‘RFO") fired dicsel generating sets (each a “Unit’) with the following design ratings:

1. Gross Capacity under 1ISO 3046 (Latest Version as of the date of this Agreement)

a. Dicsel generating unit at altemator terminals ~~ 10,500 kW per Unit
b. - Multiplied by twelve (12).Units 126,000 ch' for the Co;n?lcx
2 Dé’réting from ISO standard cénd»itions»to Rcfer{cnc'c' Cond_itiohs 2,500 KW, for the Complex
3 | Gross.Capac‘iql afler de;rating | . o 123,500 kW, for the Complc.\'. o
4. Es‘timateci auxiliary con;umptjoh for thé; éompléx | : . 4.000- kW, for the Compleg '

5. E;Limat;d Dependably Capacity of the Complex at ,
the l32kV bushar under Reference Conditions - 119 SO0 MW,

The Site is !ocated off Hub River Road South of Hub Chowkx m the Dlsmct of Karachx Wcst Smdh
Provmce

The Site arca is characterzed as tropical. Average ram['a]l 15 700 mm per year, but this amount (alls in
short durations. Reference Conditions at the Site are:

AMBIENT ALRTEMPERATURE <" =Tz ‘=30deg. C =303K "

" "VRGE AIR COOLANT TEMPERATURE =T, =40deg.C =313K
TOTAL BAROMETRIC PRESSURE =p. - =1031.2 mbar
RELATIVE HUMIDITY | Co=B%. - _

A maximum earthquake desigﬁ factor of 0.1 g will be utilized for the design of the plant buildings and
structures and the design wind speed will be 40nvsec.

The Site will be at elevation <65 m with respect to mean sea level (MSL). All structures will have a

- ground {loor elevation of at least 20 m above MSL. Access ta. the Site will be provided by a road. The
main power block consists of twelve (12) RFO fired diesel generating sets. Other plant buildings and
structures outside of the main power block include, but are not limited to. thc followmg

EMEESTC VALLEEJLE & 4CiS (PY T ife 1 of 13 Schedule ]
)YQ/‘ ) LARAGAY, .

27 SEP49ES




‘. .‘ ' - Qeneration Licence
Tapal Energy (Pvt) Limited

SCHEDULE 1

Fuel Storagc Area, '
. Combined Fuel Treatment / Boiler (for heatmg RFO only) / Water Treatment House .

Fire Fighting Basin;
Workshop / Stores;
Ollice Building;
Switchyard; -
Guardhouse.

The Complex will use a simple cycle dlcsel generatmg ‘sets thh waste heat rccovery ta heat the RFO

°VS[CI TS.

() ‘ )
0czc;lmg will be supplied via a mdnator coolmg system. The pnmzuy fuel will be RF 0, wzth Lxght Fuel
Qil ('LFO") bemg used for flushing the engines and for LFO fired bailers.

Each generator will. be nominally rated at 13 125 kVA, 0.8 lagging and 0.9 leading power f'actor
11,000 V, 3 phase, 50 cycle, not less than 0.55 short circuit ratio. . Each generator will be air cooled..

* The Complex will be capable of op'ératidn within a voltage range of +10% on 1hc lBi kV Systeni. :

The. Complex “wall have three main step- up transformers, cach rated not lass than 58.6 MVA,
132/11kV, ONAF.

Intcrconnectlon thh the KESC sttem will be via a 132 kV, switchyard located on the Complex.

~'A common conttol room is prowded to momtor and. control the Complex. Operator interfaces for
control of the Complex will be via control panel and PC operaing stations and each Unit will be
& Yle of being: started and stoppcd locally. The plant control systcms mclude a data acquisition -

! 50 m,

Fuél.supply- to the Complex will be via road tanker delivery. The Site will have suflicient RFO storage
capacity to support operation of the Complex for.the equivalent of 100 % of full load for 30 Days.

All matcrxa! plant equipment and machmery incorporated in the construction of the Complex shall be
ncw and unused. '

REGISTRAR
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_ Generation Licence -
Tapal Energy (Pvt) Limited

SCHEDULL 2

: TECHNTC/;.L LIMITS
:Dcsign Limits
R Uni:t Starts
(a) - The notice réquircd by the Company to start-up the Complex or Unit(s) and. -

synchronize to the KESC Grid System will vary according to the length of
time the Complex or Unit(s) has been shutdovwwn. Table 1 below shows the
- length of notice required against various periods of shutdown. - :

Table 1
I;cnéth of Shutdown ' " - Notice requ.'(red to synchronize
0N " Not more than 2 hours - - iO minutes - |
(i) ' Morc than 2 hours but : 60 minutes

‘not more than 8 hours

(i) More than § hours but 2 hours
not more than 32 hours . '

av) . More than 32 hours but 4 lours
not more than‘lSO hours- '

v) ' More than 150 hours . 7 hours

(®) - For the purposes of. thxs Schedule start up of the Complex or Umt(s) is
classxﬁcd as follows: A

“Hot Start" - A start followmg a shutdown period as per (i ) (i), (m)
~or (iv) above.

"Cold Start" <~ A start following a shtdown period as per (v) above.

/ﬂ« e

INEPRA}
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Generation Licence
. Tapal Energy (PvY) Limited -

SCHED ULE 2

7

and the rcferencc to starts,. starting or started means the process of st'trtmg
- the Complex or Umt(s) and synchroruzmg it with the KESC Gnd System

~-

() The notice required to synchronize under.item (i) above shaﬂ apply provided:
' the prc\nous shutdown was not the result of a tnp '

(d) Stamng of the Complcx shall be subject to the following limits for each Unit:

Tablez '
Total aggregate . ' Maximum number
o - maxinum number ; ~ ofstartsper
Tvpe of Starts : of starts - year
‘ 0 ' Hot Starts - ) , .
' ’ } No technical limitations
Cold Starts ) . '
1.2 C‘omnlcx.loa.dixu;
(@) - The Complex load ramping rate is the steady fate at which the load can be

raised. The maximum load ramping rates are shown below in Table 3A:

Table3A
.' Complex L.‘;oad | | 'C_cld S'tart Hot Start
- Rande: - . %o _per minute - %s_pec minute
o 025 , s - 6.
AN G >25 <50 ' s o 6
(i.ii)' >50',_<._'100. ' _ 4 B ‘ 5

" Complex load percentages in this Table 3A refer to the sumn of the load(s) at

© the generator tenminals of the Units fready syclironized to the KESC Grd

System as a percentage of gross capacity of the Complex specified in Section
3 of Schedule 1.

A’\z/
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* Generation Licence
Tapal Energy (Pvi) Limited-

SCHEDULE 2

-The Unit load ramping rate is the steady rate at which the load can.be raised. The maximum
. Unit load ramping rates are shown below in Table 3B:

‘Table 3B
- Unitload range, % . © ColdStart MW /min)  Hot Start (MW / nin.)
S () 0<25 - o 08 - S
@ >25550 | - 08 1
(i) >50<100 coo0 I

Unit load percentage in the Table 3B refers to the load at the generator
" terminals of the Unit as a percentage of the gross capacxty of the Umt
“specified in Scctxon La. of Schedulc L

(©) Step changcs in Despatched load of up to 20% are aHowabfe prowded that
o Complcx load is greater than 30%. of gross capacity of the Complex specified
in Section 3 of Schedule 1. After such step change the new Complex load
-~ must be held constant for 5 minutes for stabilization purposes or for a pro

- ‘rata period for{esser step changes.

(d) The .Complcx can withstand a full load rejection and remain in a safe

' condition. Provided the Complex auxiliaries are operated continuously, the -
Complex can be re-synchronized within one hour provxded that-the reason
for the load rejection las been removed.

(e) The Ccmplcx minimum contznuous loading shall be 6% of thc gross capacily
. ofthc Complex spccxﬁcd in Section 3 of Schedule 1.

1.3 Frt_:qucncv Power Factor Voltaze Limits and Droop Settings

(@  The Complcx will operate at 100% load with a power factor in the range 0.8
- . lagging to 0.9 leading which range shall not be exceeded. At 0% load the
Complex has a Reactive Power capability of 144 MVAR.Ingging and 91.2° .
MVAR Ieadmg At 100% load the Complex has a Reactive Power capability
of 104.4 MVAR lagging and 72 MVAR leading. :

(b) The Complex can operate within the range + IO% on the 132 XV high
- Voltage system whxch range shall not beexceeded. | - é

’ <OIEA Ay
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Generation Licence
Tapal Energy (Pvt) Limited .-

SCHEDULE 2
) The Complex can operate within the {requency range 47 Hertz to 53 Hernz
' “which range shaﬂ not be exceeded.
(d) The Complex will be subject to tnpping if frequency and/or vollz\gc;

ﬂuctuauons outside the ranges stated in 1 3(b) and 1 3(0) above occur.
(& - The Umt _governor droop is adjustable in the range 0%. to 10% -The

automatic voltage regulator droop setting is adjustable in the range + 10% of
rated voltage with a droop characteristic of + 0.5%.

14 . General

(@) The Corhpan_yj shall advise’ KESC of any. temporary operating constraints and
limits which may from time to time apply to the Complex. ‘

Dcsiqn Mzu'ntcnance Limits

“The cycle of Scheduled Outagcs 1s set out in Tnb[c 4 below together with a manufacturcr‘s

recommendcd durnuons for such inspections.

TABLE 4 -
Majoritems and - Operating hours ~ Estimated duration
nalure of maintenance B interval for each of each activity
per 12 Month periods maintenance activity per unit
Change of Oil in TurboCharger ) " 1000 o 2 hours
© Change of Fuel Filters : - 1000 ' : 4 hours
_ Change Lube Qil Filters - 1000 4 hours
Check of Valve Clearance ' 1000 : 5 hours
Check of Alarm and Stop/Safety Devxces ~1o00 - . 15 hours
Inspection of Injectors 1000 10 hours
Changé Qil in Governor Co 2000 - [ hour--
Cleaning of Air Coolers ' 2000 10 hours
Inspection of Crankcase 4000 2 hours,
Check:ol Crankshaft Alignment 4000 : 4 hours
Inspection of TurboCharger - . 4000 ) S hours
Inspection of Pistons . 8000 - 2 hours(per piston)
. Inspection of Engine Driven Pumps 4000 «x\“'qw gy 10 kours - :

&
&
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Generation Licence
Tapal Energy (Pvt) Limited

- SCHEDULE 2

Inspection’ of Thermostatic Valves . 4000 .. 8hours
Réquiré& fimc per year (including other activites) . 720 hours
S chcdulcd Outag,es lhermﬂcr continue on a one year cycle which must bc faintained.

The schcdulmg of maintenance mspcctxons wﬂl be companble with manufacturer's .
requiremerits. All inspections required in accordance with manufacturer’s specifications will be
. carried-out during Scheduled Outages. In addition’to the above annual Scheduled Outages,
~ 7 720 hours of Scheduled Outages shall be allowed for every fifth (5th) year for overhaul ltems
- ‘of work as shown in Table 5.

TABLE S
( 0 ' ' S Estimated duration
N ' of each activity

per unit
~ Piston ovethaul = o = 40,000 . - 90 -

Cylinder liner overhaul : ~40,000 274
TurboCharger overhaul S =~40,000 120 .

* Fuel Injection Pump. overhaul . = 40,000 18

Inspection / overhaul of Main Beqrmgs = 40,000 ' 108

- Check ofDampcr o , " =40,000 : 5

3. Prudent Ulility Praclice

Notwithstanding anythmg to the contrary, the Company shall operate. and maintain the
' . Complex in accordance with Prudent UhhtyPrachces

|

4. 0Wlnle: the Complex is under the control of AGC, KESC shall not remotely control the Start-up,

synchronization to the Grid System or shutdown'of any of the mdmdu-ﬂ dxcsel generating units
" at the Complex. ,

97 \_(VEPRA}
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Generation Licence
Tapal Energy (Pvt) Limited

$

SCHEDULE 3

* " INTERCONNECTION FACILITIES AND TRANSMISSION FACILITIES

1.  Interconnection and Transmission Facilities

- (a) The cannection between thc Complex and KESC's network shall be through
o 132 kV double circuit transmission lines, one originating from the Baldia grid
station and the other from Hub Chowki grid station... The transmission line
each will terminate in the substation of the Coniplex; the location of which is
* shown on the Site plan aitached as Figure 1. The circuits of the transmission
lines will connect at bushings provided by the Company as shown on the
i © . . single line diagram of the Complex substation attached as Figure 2. The
' 0 ' . boundary of responsibility between the Company and KESC will be'at the
' ) top of the busIungs (the “Interconnection Paint™). The Company will provide
KESC with an earth connection from the earthing system of the Complex.
KESC will'install the Metering System (on the 132 kV side of the Complex’s
transformers) which together witlr the transmission lines referred to above
within the Site boundary shall comprise the "Interconnection Facilities." This’
equipment will remain the property of KESC and shall be commxssxoncd and
maintained thereafter by IGESC .

()  .Protection. A. cartier mtert-nppmg circuit for each transmission line shall be
: provided -between the line circuit breakers at the Complex démed by the
Company and the line circuit breakers at Baldia and Hub Chowki grid

stations owned by KESC.

2. DesignData . i

The following design data has been provided by the Company to KESC to enable completion
of KESC of the design of the Interconnection Facilities and- the Transmission Facilities.

2.1. GencratorD:esim_]Dala

(a) Rating
 Rating 17,125 KVA
Power faclor 0.8 lapging
: 0.9 leading
Number of phascs ~ 3
Number of poles INEPRA - 10
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_ Genération Licence
Tapal Energy (Pvt) Limitez.:]

, SCHEDULE 3
: Frequency . 50Hz 6%
. : Raled speed S , 600 rpny..
' Terminal voltage . 11kV+10%
Short circuit ratio at rated MVA ' ot <055
- Excitalion system _ .. brushless
| (b) Geunerator Rfeaéiances (at the rated MVA & kV base)
Unsaturated direct axis synchronous reactance ' ' 190 %
~ Saturated direct axis sub-transient reactance oo 227%
Saluraled direct axis transicnt reactance . - 338%
Negative;phases sequence reactance | ' 24.7 %
Zero phase sequence reactance _ 128% =
Leakage reactance . - : ' : - 0.01 per unit
i h Generator time constants ;
Direct axxs open circuit lime constant I ' 4.500 seconds
. Direct axis open circuit sub-transient time constant ' 0.037 seconds
"+ Direct axis short circuit trans-transient time constant - -~ 1.000 seconds
Direct axis short circuit sub-transient time constant - - 0.035 secands
(d) ‘Inertia constant -
Diesel engine generator J= 5,(‘)50~kgmzi*
: . - : H = . 0.69 sec
“* Definition of I: . _ , J=' . 0.25GD?

Mote: The above cfcsign values will have tolerances as specified in the relevant IEC standards.

.27 Excitalion System

0 Excitation of the main generator is provided by a brushless system using booster transformers.
The cxcitation control system comprses of one automatic voltage regulator (AVR) arid one
manual exéitation control (MEC). During normal operation, the whole excxtauon systcm is
subject to nutonmtxc control by mearns of AVR. .

Technical Chamctcnstxcs :

() . Voliage sclting:r.angc for AVR operation: - 10 %

j’L N . | <~\°‘°WE“‘% /
; o 99 g REGISTRAR &}
Sy . : _ INEPRA)
| | _ WFESFY, VALLESIEE & sons (PYT1 4 19
e : . it . |
| | ; ) 13 : Schedule T
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i .écﬁc'ra'tion Licence
Tapal Energy (Pyt) Limited.
: S'CHED'ULE 3

(i) Voltagc ad_;ustmg range for MEC opcratxon 90-110 %

S 23

@iy *  Generator terminal voltage is held within 10% from o foad to full [oad at

rated frcqucncy

(iv)  Under the maximum dircct current supplied (rom the excitation syslcm fora
specified time, the ceiling voltage to the generator field voltage is 2.0 per unit
(v}  The transfer function diagram of the AVR to mantal excxtanon system as

mentioned above is to be prowdcd

Generator Transformer

MVA rating ONAF 58.6MVA
Rated voltage - 132kV/11kV+10%
On-Load Tap changers + 13.Taps :
Frequency 50Hz+6% .
Connéction Group - Ynds
.B.LL. 11 kV side 75kV
* BIL.132kV sidé , 650 kV

Insulation levels for impulse 145kV
Insulation levels for AC vnthstand _275kV

Type of cooling ~ ONAN/-ONAF
Temperature rise wdg./oil . 55150°C
Maximum system short circuit power '10GVA -
Impedance and Losses at reference powerat nomma] tap 58.6 MVA

" Impedance 12%HVio LY

No Load Losses" J0kW

Load Losses L 230kW
‘Auxilary Losses ) C4kW

Positive Reactance . R Ue=13%
Zero Sequence Reactances Za=9.6 %-

* . i, HE-L (Leakage)

* ii. TIG-T (Leakage)

‘ 0 * iii. L-T (Leakage)
: * : Magnetxzmg reactance at rated voltage (from H.V. tenmnal)_

* X air core (from H, V. terminal)

* X air core (from L.V. terminal)

* " Saturation curve at no load V.{rms)

* Versus [ (mms)

* Data to be supplied by é“&?um“@"%
o [ recistrar 3 /
//LL by~ o X y
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' -A‘A/ QHH‘R‘( VALLEESEE 7 Sois ¢

{(PVT1 LR

[

LARAgq,
N2 7 SEP 1395

~ v Page 10 of 13 : Schedule T
1 (\' s 1 "M) rJ'J : :




2.4

25

pr

Generation Licence
Tapal Energy (Pvt) Limited

lhc govcmor leOp Wl” be ﬂd t (:l
. O (l 1() / Zl.ﬂd 13 dCSXgHEd tO Ope(a e ov ”|e

Thc AVR droop selting is+0 to 10 % of rated vo(tage with a droop charactenstxc of +0.5 v

INEPRA)
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Generation Licence
. Tapal Energy (Pvt) Limited-

INSTALLED CAPACITY (GROSS) & NET CAPACITY.

Installed ISO (Gross) Capacity = 126MW
Net Capacity . : . 119.5MW
Note: Net Capacity — These are indicative ﬁgures'only as provided by the Licensee.

The net capacity available to NTDC for dispatch and other purchasers will be
determined through procedures contained in the Agreements or. Grid Code.

{NEPRA}

Page 1 of 1: Schedule II
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5 N National Electric Power Regulatory Authority
A nonrs S Islamic Republic of Pakistan

R éw,gé

2 EAE NEPRA Tower, Attaturk A East), G5/1, Islamabad.
™ T 35.51.5206505, Fox: 92512600026
Registrar Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

No. NEPRA/R/LAG-11/ { & 192 .95 November 20,2018

Mr. Mustafa Lakdawala
Chief Financial Officer’

Tapal Encrgy (Private) Limited
F-25, BIockS_,'Roj_Hiiﬁ Street
K‘ehké'éliiiii, Clifton, Karachi

Subject: Modification Generation Licence No. IPGL/010/2003
Licence Application No. LAG-11
Tapal Energy (Private) Limited, (TEPL)

Reference:  TEPL’s LPM submittedvide letter No. TEL/NEPRA/006/18 dated 22-05-2018 (received on
24-03-2018)

It is intimated that the Authority has approved Modification in Generation Licence No.
IPGL/010/2003 dated August 26, 2003 in respect of Tapal Energy (Private) Limited (TEPL) pursuant to
Regulation 10(11)(a) of the NEPRA Licensing (Application and Modification Procedure) Regulation
1999.

2. Enclosed please find herewith deteimination of the Authority in the matter of Licensee Proposed
Modification of TEPL alongwith Modiﬁcaﬁon—I in the Generation Licence No. IPGL/010/2003, approved
by the Authority. i

————

PESETIRT S
(Syed Safeer Hussain)

" Enclosure: As Above

1. Secretary, Power Division, Ministry of Energy, “A’ Block, Pak Secretariat, Islamabad

Managing Director, Private Power & Infrastructure Board (PPIB), Ground & 2nd Floors, Emigration
Tower, Plot No. 10, Mauve Area, Sector G-8/1, Islamabad

. Managing Director, NTDC, 414 WAPDA House, Lahore
‘Chief Executive Officer; CPPA(G), Ground Floor, Enercon Building; G-5/2, Islamabad
Chief Executive Officer, K-Electric Limited, KE House, 39-B, Sunset Boulevard, Phase-1I, DHA Karachi

Director General, Environmental Protection Agency, Government of Sindh Plot No. ST2/1, Sector 23
Korangi Industrial Area, Karachi

!\)
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National .Ele‘btric Power Regulatory Authority
- (NEPRA)

Islamabad — Pakistan

Generation Licence
IPGL/010/2003

1

In exercise of the Powers conferred upon the National Electric
Power Regulatory Authority (NEPRA) under Section-26 of the Regulation
of Generation, Transmission and Distribution of Electric Power Act, 1997,
(XL of 1997), as amended or replaced from timé to time, the Authority
hereby modifies the term of the Generation Licence (No. IPGL/010/2003,
dated August 26; 2003) granted to Tapal Energy (Private) Limited. The
changes made in the Generation Licence are described in the attached

Annexure-A.

N
This Modification-l is given under my hand on 20 of November

Two Thousand & Eighteen

e 1)
Registrar




Generation Licence
Tapal Energy (Private) Limited
Deh Gondpass, Tapo Gabopat

Hub River Road, Taluka & District Kafachi

Annexure-A

in the Province of Sindh

Page 10of 2
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Generation Licencé
Tapal Energy (Private) Limited
Deh Gondpass; Tapo Gabopat
Hub River Road, Taluka & Disttict Karachi
in the Province of Sindh,
Modification-I - '
“in_ Generation Licence (No. IPGL/010/2003, dated
August 26, 2003) of Tapal Energy (Private) Limited

(A). Face Sheet

().  On the Face Sheet (i.e. the first page of the generation licence), in
the last line the phrase “expires on 25" day of August, Two
Thousand & Eighteen” is deleted and is replaced by the phrase

“expires on. 1g'h day of June, Two Thousand & Nineteen.”
(B). Article-4

(). Article-4(1) of the genération licence is rephrased as “the term of

this Licence is valid upto June 19, 2019."

Page 2 of 2
Meodification-{
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National Electric Power Requlatory Authority

(NEPRA)

Determination of the Authority
in the Matter of Licensee Proposed Modification of
Tapal Energy (Private) Limited

November , 2018
Case No. LAG-11

(A). Background

(i).  Tapal Energy (Private) Limited (TEPL) has set up a 126,00 MW .
Residual Furnace Oil (RFO) based generation facility/thermal power plant at Deh
Gondpass, Tapo Gabopat, Hub River Road, Taluka & District Karachi, province

of Sindh as an independent Power plant under the Power Policy of 1994.

(i) The Authority granted a generation licence (No. IPGL/010/2003,
dated August 26, 2003) to TEPL in terms of Section-15 of Regu’ia‘tion of
Generation, Transmission and Distribution of Electric Power Act, 1997 (XL of
1997), as amended or replaced from time to time (“the NEPRA Act"), for a term
of fifteen (15) years from the date of issuance of generation licence up to August
25, 2018.

(B). Communication of Modification

(). TEPL in accordance with Regulation-10(2) of the NEPRA
Licensing (Application & Modification Procedure) Regulations, 1999 (‘the
Licensing Regulations”) communicated a Licensee Proposed Modification (LPM)

in its above mentioned generation licence on May 24, 2018.

(ii).  In the “text of the proposed modification”, TEPL stated that the
communicated modification envisages extension in the ‘term of its above
mentioned existing licence to make it consistent with the term of Power

Purchase Agreement (PPA) that hag tgeReighed with K-Electric Limitéd (KEL).

{

Page 10of 8




(iii). Regarding the “statement of the reasons in support of the
modification”, TEPL inter alia submitted that in order to discharge its contractual -
obligations under the PPA, it is required to obtain and maintain a generation
license from the Authority for the term of the PPA. In this regard, TEPL
emphasized that the maintenance of a valid géneration license is a critical
regulatory consent without which the Company cannot perform its contractual

obligations under the PPA.

(iv). About the statement of “the impact on tariff’, “quality. of service
(QoS)” and “the performance by the licensee of its obligation under the licence”,
TEPL stated that proposed changes will not result in any cost variation and
would not have any additional financial implicationis. Further, TEPL also
confirmed that QoS and the performance under the existing generation licence

would not be affected by the proposed modification.

(C). Processing of LPM

(i).  After completion of all the required information as stipulated under
the Regulation-10(2) and 10(3) of the Licensing Regulations by TEPL, the
Registrar published the communicated LPM on June 11, 2016 in one (01)
English and one (01) Urdu newspaper, informing the general public about the
communicated LPM and inviting their comments within a period of fourteen (14)

" days from the date of the said publication,

(ii).  After completion of all the required information as stipulated under
the Regulation-10(2) and 10(3) of the Licensing Regulations by the Licensee, the
Registrar published the communicated LPM in one (01) English and one (01)
Urdu daily newspaper on June 02, 2018, informing the general public,
interested/affected parties, and different stakeholders about the said LPM as
required under the Regulation-10(4) of the Licenéing Regulations.

Page 20f 8




(i),  The Registrar invited comments of the said stakeholders in favor or

' .against the communicated LPM. Apart from the said notice in the press,

separate letters 'were also sent to individual experts, Government
ministries/attached departments and other representative organizations etc. on

June 04, 2018 inviting their views and comments for the assistance of the

Authority as stipulated in Regulation-10(9) of the Licensing Regulations.

(D). Commenté of Stakeholders

(i)  In response to the above, comments were received from five (05)

stakeholders which included Energy Depariment Government of Sindh

| (EDGoS), KEL, Board of Investment (Bol), Pakistan State Qil Company Limited

(PSO) and National Accountability Bureau (NAB). The salient points of the
comments offered by the above mentioned stakeholders are summarized in the

following paragraphs:-

(a). EDGoS in its comments submitted that the Authority in view of
the rising demand of the city of Karachi, may consider the

request of TEPL for modification in its generation licence;

(b). KEL remarked that it executed the PPA with TEPL which had
an initial term of twenty-two (22) years which will be expiring
on June 19, 2019. However, the generation license awarded
to TEPL expires on August 25, 2018 falling ten (10) months
short of the term of the PPA. In order to fulfill its obligations
under the PPA, the company/TEPL is required to have a valid
gen:eratioh license for the full PPA Term. Therefore, K-Electric
supports the request of TEPL to extend the validity of its
generation licence on the requested terms. In this regard, it is
pertinent to mention that company has maintained the desired
quality of service and generally performed in accordance with
the provisions of the PPA which has helped serve the
custornefs in licensed territory of KEL;

Page3of 8




c).

Bol submitted the energy sector is priority -sector of the
Government to cater the short fall iri the country, Bol being an
investment promoting and facilitating agency has alsc been
making its efforts to attract investment in the energy sector.
BOI undérstands that affordable and smooth supply 'of-energy
is the back bone for industrial growth as well as attracting FDI
in the country. Bol is of the view that we may encourage the
investors in any sector of the economy including energy

sector as well;

. PSO remarked that it has a continuing business relationship

with TEPL and has been making fuel oil supplies to its plan't
under a valid Fuél Supply Agreement (FSA) under the Power
Policy of 1994. In consideration of the said, TEPL is bound
under clause 3.1 of the FSA to purchase all its requirements
of Fuel, Diesel Qil, Greases, Lubr,i.cah.t’s and Additives for its
power plant from PSO being the sole supplier during the term
of the FSA. However, TEPL is in breach of the provisions of

‘the FSA as it has failed to draw fuel oil from it on a continuous

basis. PSO has alréady communicatéd its reservations
regarding the purchase of fuel by TEPL from other sources
which is a violation of the provisions of FSA diluting the
overall Security Package, which essentially comprises of the
FSA, along with the PPA and Implementation Agreement (IA).
The cémpany continues to meet its fuel oil requirements from .
other sources with partial supplies to a very fow proportion of
its actual consumption from PSQ. Therefore, the Authority is

_requestéd to direct TEPL that it should discontinue purchase

of fuel oil from sources other than PSQ in line with FSA and
the Generation licence should be contingent upon the

extension of the FSA corresponding to the same time period;
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T

(e). NAB remarked that the matter is a pure technical subject and
apparently have no relevance to the Bureau. In view of the

said, the Authority may proceed as per law and rules.

(ii). The abovementioned comménts of the stakeholders were
examined it was observed that all the stakeholders have supported the proposed
LPM of TEPL except PSO which has raised some. serious observations. In view
of the said, TEPL was directed fo submit its reply to the observations of PSO. Ih
respon_sé to the same, TEPL submitted that it appreciates its longstanding
business relationship with PSO. It is for the information of the Authori-ty that
TEPL has not disputed its obligation under Clause 3.1 of the FSA to purchase its
requirements for Fuel, Diesel Oil, Greases, Lubricants and Additives for the
subject generation facility from PSO. However, reservation of TEPL in respect of
purchase of fuel under the FSA relates to the fact that the quality of imported fuel
supplied by PSO under the FSA is not fit for the intended purpose. Nonetheless,
the contentions raised by PSO in respect of alleged breach of the FSA are being
discussed between TEPL and PSO bilatérally. The same does not impact the
matter before the Authority. The reservations of PSO do not impact the matter at
hand. The matter of non-conforming fuel has been discussed on numerous.
occasions with PSO and the company has remained committed to its
relationship with PSO, provided, that the fuel supplied is fit for the intended
purpose. The company remains eager to resolve this matter through mutual

discussion and agreement with PSO,

(ili). The above submissions of TEPL were examined and found to be
satisfactory. In view of the said, it was considered appropriate to proceed further
with the communicated LPM as stipulated in the Licensing Regulations and the

NEPRA Licensing (Generation) Rules, 2000 {“the Generation Rules").
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(E). Analysis of the Authority

(i)  The Authority has examined the entirebcase in detail including the
already granted generation licence, communicated LPM, comments of the
stakeholder, provisions of PPA & GSA, and relevant Rules and Regulations.
(if). In terms of Regulation-10(5) of the Licensing Regulations, the
Authority is empowered to modify a licence subject to and in accordance with
such further changes as the Authority may deem fit if, in the opinion of the
Authority such modification (a). does not adversely affect the performance by the

licensee of its obligations; (b). does not cause the Authority to act or acquiesce -

~ in any act or omission of the licensee in a manner contrary to the provisions of

the NEPRA Act or the rules or regulations made pursuant to it; (c). is or is likely
to be beneficial to the consumers; (d). is reasonably necessary for the licensee

to effectively and efficiently perform its obligations under the licence; and (e).is

- reasohably necessary to ensure the continuous, .safe and reliable supply of

electric power to the .consumers keeping in view the financial and technical

viability of the licensee.

(ili). The Authority has observed that originally TEPL was granted the
generation licence for a period of fifteen (15) years. Now, TEPL intends to
modify its abovementioned generation licence by extending its term till the
validity of its PPA and TEPL has submitted that the term of its PPA is twenty two
(22) years from the COD.

(iv). In this regard, the Authority examined the provisions of the PPA
which transpired that TEPL entered into PPA with KEL on September 26, 1995

~ for a period of twenty two (22) years from the COD of the. project which is June

20, 1997. Therefore, the said PPA is valid for twenty two (22) years only (i.e. till
June 19, 2019).

Page 6 of 8




(v). Regarding FSA the Authority has observed that as per provisions
of GSA entered into by TEPL and PSO on March 07, 1996, the term of the same
is also twenty years from COD of the project. Therefore, the said FSA is also
valid till June 19, 2019. '

(vi), The term of a generation licence under Rules-5(1) of the
Generation Rules is to commensurate with the maximum expected useful life of
the units comprised in a generating facility, except where an applicant consents
to a shorter term. In this regard, the Authority has observed that as per
0 international benchmark the useful life of a diesel generator is taken as thirtty
(30) years form the commissioning of the same. Therefore, though the useful life
of the generation facility of TEPL is valid till June 19, 2049, the Licensée has
requested for extension in the term of generé_ﬁo‘n licence till the expiry of PPA
which is valid till June 19, 2019. Further, it is also observed that FSA entered
into between t'he Licensee énd PSO is also valid till June 19, 2019. Therefore,

term of the licence can be extended till June 19, 2019.

(vii). In view of the above analysis the Authority considers that the
communicated LPM will not have any adverse effect on the performance of the
Licensee of its obligations as it will enable the Licensee to supply the available
| energy for approximately another one (01) year. Further, the LPM will not cause
ﬁ the Authority to act or acquiesce in any act or omission of the Licensee in a
manner contrary to the provisions of the NEPRA Act or the rules or regulations.
made pursuant to the NEPRA Act. The LPM will be beneficial to the consumers
in general as cheap electricity will be available to the power purchaser for
approximately another one (01) year. The LPM is reasonably necessary for the
Licensee to effectively and efficiently perform its obligations under the Licence.
The LPM is necessary to ensure the continuous, safe and reliable supply of
electric power to the consumers keeping in view the financial and technical

viability of the Licensee.

‘Page 7 of 8




(F). Approval of l,pm

(i).  Keeping in view the term of PPA and FSA, the Authority is of the

considered view that the generation facility of TEPL can continue its operations

and supply electric power to KEL till June 19, 2019, which will be beneficial for
the consumers of the‘ KEL. Therefore, the Authority hereby approves the
communicated LPM of TEPL in terms of Regulation-10{11)(a) of the Licensing
Regulations and extends the term of the generation licerice (No. IPGL/010/2003,
dated August 26, 2003) of TEPL till June 19, 2018.

(ii).  Accordingly, the generation licence (No. IPGL/010/2003, dated
August 26, 2003) in the name of TEPL is hereby modified. The changes in "Face.
Sheet", of the generation licence are attached as annexure to this determination.
The approval of LPM will be subject to the provisions contained in the NEPRA
Act, relevant Rules & Regulations framed thereunder, terms & conditions of the

_genefation licence and other applicable documents.

Authority: .
Saif Ullah Chattha %@
(Member) Tz (/.f; /> /ﬂg

Rematullah %q_/// / }37(,&\7

(Member/Vice Chairman)

Tariq Saddozai
(Chairman)
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National Electric Power Regulatory Authority
Islamic Republic of Pakistan

NEPRA Tower, Attaturk Avenue (East), G-5/1, (slamabad
Ph: +92-51-9206500, Fax: +92- 51 -2600026

Registrar " Web: www.nepra.org.pk, E-mail: registrar@nepra.org.pk

No. NEPRA/R/LAG-11/7637 —4Y March 09, 2020

Mr. Mustafa Lakdayala,

Chief Financial Officer,

Tapal Energy (Private) Limited,

F-25, Block 3, Rojhan Street Kehkashan, Clifton,
Karachi-75600.

Contact No. 021-35876994-7

Subject: Modification-II in Generation Licence No. IPGL/010/2003
. Licence Application No. LAG-11 .
Tapal Energy (Private) Limited (TEPL)

Reference:  TEPL's LPM submitted vide letter No. TEL/NEPRA/009/19 dated November 29,
2018 (received on November 30, 2018) ‘

The Authority has approved Modification in Generation Licence No. IPGL/010/2003 dated

August 26, 2003 in respect of Tapal Energy (Private) Limited (TEPL), pursuant to Section-26 of

the Regulation of Generation, Transmission and Distribution of Electric Power Act, 1997.

2. Enclosed please find herewith determination of the Authority in the matter of Licensee
Proposed Modification in the Generation Licence of TEPL along with Modification-1T in the
Generation Licence No. IPGL/010/2003 dated August 26, 2003 as approved by the Authority.

Encl: As above

—

~N \
T
AL :

T O} re
(Syed Safeer Hussain)

Copy to:
I. Secretary, Power Division, Ministry of Energy, A-Block, Pak Secretariat, Islamabad.
2. Managing Director, N.TDC, 414-WAPDA House, Lahore.

Chief Executive Officer, CPPA-G, ENERCON Building, Sector G-5/2, [slamabad.

J

4. Chief Executive Ofﬁcer K-Electric Ltd, KE House, 39-B, Sunsez Boulevnrd Phase-]1,
DHA; Karachi.

Director General, Environmeital Protection DLpartment Govunment of Balochistan,
Zarghoon Road, Quetta.
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National Electric Power Regulatory Authority

(NEPRA)

Determination of the Authority
in the Matter of Licensee Proposed Modification of
Tapal Energy (Private) Limited
| ﬂqv’oh o9

February ,2020_
Case No. LAG-11

{A). Background

().  Tapal Energy (Private) Limited (TEPL) holds a generation licence
(No. IAPGL/O1O/2003, dated August 26, 2003, and Modification-I dated November
20, 2018) in terms of Section-15 (now Section-14B) of the Regulation of
Generation, Transmission and Distribution of Electric Power Act, 1997 (“the
NEPRA Act).

(ii). The Authority' granted the above generation licence to TEPL for its
126.00 MW Residual Furnace Oil (RFO) based generation facility/thermal power
plant located at Deh Gondpass, Tapo Gabopat, Hub River Road, Taluka & District

Karachl province of Sindh.

(;B). Communication of Modification

(it.  TEPL in accordance with Regu!atlon-10(2) of the NEPRA Licensing
(Apphcatlon & Mcadification Procedure) Regulafions, 1999 (the “Licensing
Regulations”) communicated a Licensee Proposed Modification (LPM) in its above-

mentioned generation licence on November 30, 2018.

(ii). In the "Text of the Proposed Modification”, TEPL has proposed to
extend the term of its generation licence till June 189, 2029, in terms of Rule-5 of the
'NEPRA Licensing (Generation) Rules, 2000 (the “Ge‘nerati‘on Rules”). Regarding
»the “Statement of the Reasons in Support of the Modification”, TEPL, inter-alia,
Submitted that the proposed modiﬂcatioﬁ aims to ensure that the term of the

generation licence caters to the remaining useful life of the facility. Further, the
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p_froposed fnodiﬁcation is also essential for effective utilization of the facility,
iﬁqluding implementation of the Power Purchase Agreement (PPA) term extension,
és the Licensee and K-Electric Limited (KEL) are in discussions for extension in the
term of the PPA pursuant to Clause-4.1(c) of the same, which are at advanced

stage and are expected to be finalized prior to the expiry of the current PPA.

'(iii). About the statement 6f‘ ‘the Impact on Tariff', “Quality of Service
(QoS)" and "the Performance by the Licensee of its Obligations under the Licence”,
TEPL stated that it has also submitied a separate Tariff Petition before the
Authority for determination of its Tariff for the extension in the term of its PPA.
Further, TEPL also confirmed that QoS and the performance under the existing

generation licence would not be afiected by the proposed modification.

(C). Processing of LPM

{i). After compietion of all the required information as stipulated under the
Regulation-10(2) and 10(3) of the Licensing Regulations by the Licensee, the
Registrar published the communicated LPM in one {01) English and one (01) Urdu
daily newspaper on December 15, 2018, informing the general public,
interested/affected parties, and relevant stakeholders about the said LPM as

required under the Regulation-10(4) of the Licensing Regulations.

(ii).  The Registrar invited comments of the above stakeholders in favor of
or against the communicated LPM. Apart from the said notices in the press,
separate letters were also sent to individual experts, Government
ministries/attached depariments and other representative organizations, etc. on
December 17, 2018, inviting their views and commentis for assistance of the

Authority as stipulated in Regulation-10(9) of the Licensing Regulations.

(D). Comments of Stakeholders

(i) 'In response to the above, comments were received from four (04)
stakehclders including Mr. M. Arif Bilvani, Pakistan State Oil Company Limited
(PSO), K-Electric Consumers Forum (KECF) and KEL. The salient points of the

0

Page 2 of 17




domments offered by the above-mentioned stakeholders are summarized in the

fpllowing paragraphs: -

(a).

Mr. M. Arif Bilvani opposed the LPM on the premise that the
licensee is operating its Residual Furnace Oil (RFO) based
single cycle power plant comprising of twelve {12) generating
sets of 10.50 MW capacity each totaling 126.00 MW gross and
119.5 MW net capacity. The plant was established under the
1994 power policy and is operating since 1995 and has already
completed twenty-three (23) years of operation. Although the
generation licence of the applicant was to expire on August 25,
2018, it was extended by the Authority till June 19, 2019,
enabling the licensee to run the plant for a totai period of
twenty-four (24) years. Now the licensee has again requested
the Authority to further extend its generation license for a
period of ten (10) years i.e. up to June 19, 2029, on the pretext _
that "renowned independent engineering consultant” appointed
by the licensee itself has opined that the remaining useful life
of the plant is more than ten (10) years. Mr. Bilvani submitted
that he does not agree at all with the request of TEPL for the
reasons that the power plant is based on RFO fuel, one of the
dirtiest - fuels which have been already banned by the
Government of Pakistan (GoP) in new power plants and is also
discouraging its use in existing power plants by curtailing their
operation to the bare minimum thereby incurring capacity
charges. Since the power plant is single cycle comprising of
small inefficient generators, the efficiency of the plant is very
low even when compared to other ,bi4gger size RFO based
power plants. Auxiliary consdmption and maintenance cost of
the plant is much higher compared to RLNG/Gas based power
plants due to the éging factor. RFO based power plants are the

worst poliuters of the environment. The generation cost of this
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(b).

plant is much higher, although it's a fully depreciated and debt-
free plant, because of the coslly fuel compared to the
RLNG/Gas based power plants resulting in higher tariff for the
consumers and increased subsidy on part of the GoP. KEL
may-make an arrangement with CPPA-G/ NTDC from which it
is already procuring .650 MW and this quantity can be
enhanced frem the newly commissicned coal-fired powér plant
in the vicinity of Karachi which will result not only in the
utilization of surplus power avail_ablé with CPPA—G but also
result in better tariff for consumers of Karachi. If the Authority
considers it inevitable to extend the arrangement of supply
from’ TEPL, the new tariﬁ’ must be based on the Take & Fay

basis:

PSO submitted that it hés been making fuel oil supplies to
TEPL under a valid Fuel Supply Agreement (FSA) under the
Energy Policy of 1994. However, TEPL ‘is in breach of the
provisions of the FSA as it has failed to uplift fuel oil from PSO
on a contihuous basis. TEPL is bound by the FSA under
Clause-3.1 to purchase all of its requirements of "Fuel, Diesel
Oll, Greases, Lubricants and Additives” for its power plant from
PSO being the sole supplier during the term of the FSA. PSO
has already communicated its reservations regarding the
purchase of fuel by TEPL from other sources which defies the
provisions cf FSA between PSO and TEPL diluting the overall
security package, which essentially comprises of the FSA,
along with the Implementation Agreement (1A) and PPA. TEPL
continues to meet its fuel oil requirements from other sources
with partial supplies to a very low proportion of their actual
consumption from PSO. You are therefore requested to direct
TEPL that it should discontinue the purchase of fuel oil from

sources other than PSO in line with FSA and the generation
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licence should be contingent upon the extension of the FSA

corresponding to the same time period;

KECF requested the Authority to conduct/hold a public hearing
in the matter in Karachi because all the three parties namely
the power producer, the immediate buyer/KEL and the
consumers/affected persons reside in Karachi. The license
was issued for fifteen (15) years, i.e. from August 26, 2003, to
August 25, 2018, although the plant became operational on

- September 26, 1595, theréfore, to operate for 23 years. The

aforesaid license wzs modified on November 20, 2018, and the
expiry date was extended from August 25, 2015, to June 19,
2018, on the plea that the PPA with KEL will expire on the
same date. KECF opposed the extension on the premise that it
is an RFO based power plant and the production of power from
RFO fuel is much costlier than from LNG/Gas. Further, it is
also consistent with ihe policy of GoP, which has banned
setting up of new RFO based power plants. Moreover; it is a
single cycle power plant which further adds to the cost of
electricity because of its inefficiency. RFO based power plants
are inefficient because of their higher auxiliary consumption,
are much costlier to operate because of their higher
maintenance cost and are detrimental to the environment as
compared to LNG/Gas based plants. Even in the merit order of
operation, the TEPL plant does not find any favor as the bigger
and more efficient RFO plants are much ahead of this small,
highly inefficient and more expensive to operate on per MW
basis plant. If the operators of this plant still intend to run it,
then they-may do so on their own by seiling the power to
industrial and other consumers located in the adjoining area by
availing the transmission and distribution network of KEL which

is now legally allowable éfter the recent amendments in the

Page 5 of 17




NEPRA Act and also under the NEPRA Wheeling of Electric
Power Regulations, 2016. KECF opposed the LPM of TEPL
stating that the same is detrimental to the interest of
consumers as well as the GoP because its costlier power isa
burden on the consumers in their tariff and on the GoP in its

subsidy to the power distributor; and

(d). KEL in its comments submitted that the existing generation
ticense of TEPL and the PPA shall expire on June 19, 20189,
Keeping in view the current shortfall and to cater for future
growth in power demand, in addition to the expected pipeline
of planned projects which shall come online in next few years,
the continuity of existing sources of power supply in the next
five years is an essential part of the strategy of KEL to fulfill the
increasing power demand. In this regard, KEL vide its letter
dated December 04, 2018, has already submitted Power
Acquisition Request based on the Power Sale Proposal
received from TEPL, requesting for power acquisition for
another five (05) years for which TEPL is reguired extension in
the validity of its generation licence. In view of the above, KEL
requested the Authority to consider the request of TEPL for
proposed extension in its generation license which would also
enable KEL to continue to prociuire power from TEPL and

~ ensure an adequate supply of power.

: (ii). The above comments of stakeholders were examined and in view of
the observations of Mr. Bilvani, PSO and KECF, the Authority considered it the
appropriate seeking perspective of the licensee. Regarding the observations of Mr.

Bilvani and KECF, it was submitted that the rationale for the continued operation of

‘the generation facility has been extensively explained in the submiited petition for

determination of reference tariff dated December 7, 2018, in respect of additional
ﬁ_ﬁve (05) years term extensicn in the PPA with KEL; however, the same is reiterated

again. It is widely acknowledged that thermal plants are an integral part of the
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erergy mix, in order to meet load variations in peak and off-peak hours. Given the
ﬁrevalent policies in respect of thermal power generation, any new thermal power
generation facility shall need to operate using an alternative fuel (other than RFO).
Therefore, this raises the question of evaluating alternative fuel sources for thermal -

power generation.

(iii). It is established that reliance on local gas is not a viable long-term
solution for thermal power generation. In this regard, it is emphasized that during
the winter months of 2018-19 there was an extreme shortage of gas and even in
this lean period the generation facility was operating at around 65% despatch level,
with reliance on local RFO. Moreover, an over-dependence of thermal power
generation on gas is a poor allocation of resources given that indigenous gas is
scarce and essential raw material for certain industrial uses. Therefore, the only
remaining viable option for power generation is either RLNG or pipeline gas from
neighboring countries. At present, there are only two LNG terminals of 600 MMCFD
each which are meeting the requirements of Haveli Bhadur Shah (1230 MW),
QATPL (1180 MW) and Baloki (1320 MW) power planis. The surplus is supplied to
certain lndependent Power Producers (IPPs), such as Saif Power Limited, Halmore
Power Generation Company Limited, Orient Power Company, Rousch (Pakistan)
Power Limited on availability basis. Although two or three more LNG terminals
being pursued for development of the same are at very initial stages and not likely

to commence operations in the next three (3) to five (5) years.

(iv). As regards to the pipeline for import of gas from neighboring
countries, even if all feasibilities and approvals are completed, it would require
nilore than five (5) years for its construction and commissicning. It may be noted
that the facility is currently operating on local RFO procured from local refineries
which are competitively priced when compared with other fuel sources used in
thermal poWer plants (i.e. imported RFO and imported LNG) and the facility has
adequate storage capacities to store RFO for up to thirty (30) days at full load.
Morecver, whilst Mr. Bilvani and KECF have made references to a dwindling RFO
market in Pakistan, currently, there is a surplus production of local RFO. It is noted

that the recent actions of the GoP seek to export RFO in order to promote export of
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s%Urp’l'us RFO resulting from limitation of storage facilities, while the import of RFO
has beén put on hold. Moreover, local refineries are being encouraged to invest in
ir;nproved hydrocracking and build additional storage facilities, however, this will
r;equi're significant time and investment. Given the relatively low export opportunities
and limited storage capacity for such fuel, the local RFO market is constrained by
the lack of readily available off-takers of the product. The facility, therefore, is
directly’ benefiting local refineries by purchasing local RFO and reducing the outflow

of foreign exchange by utilizing a local fuel source.

(v). About the breach of the pelicy of GoP, it was stated that the company
understands that the prevalent GoP policy does not permit the establishment of
new RFO based power plants, nor the import of RFO, however, it is widely
acknowledged that in order to meet load variations in peak and off-peak hours
thermal power plants are an integral part of the energy mix. It is highlighted that the
Company is not in breach of the GoP's policy (i.e. to not establish new RFOQ plants)
as the policy refefs to new RFO plants being developed whereas the Company is
only continuing operations of its existing facility. The continued operation of the
facility is essential in order to cater for the growing population of Karachi and the
continued demand for electricity of KEL until new projects are successfully
gstablished and commissioned. On the question of efficiency of Single Cycle Plant,
it is highlighted that the efficiency of a "“Combined Cycle Gas Turbine' (CCGT) plant
is highest in baseload operations. However, considering the operational scenarib of
tiﬁe facility, the efficiency of a CCGT plant would drastically reduce due to various
limitations such as size of the plant, high ambient temperatures, load variations,
number of start-ups and ramp rate, unavailability of water around the plant site,
unavailability of gas, etc. Therefore, it is not prudent to design and decide on the
technology without giving due considerations to the ground realities. Moreover, the
Authority may co.nsider and appreciate that the company seeks extension of the
Generation Licénce granted to the facility, Wh’ich’ was commissioned under the
;ﬁolicy for the generation of power 1994 and the technology of the facility was well in
line with the requirements at that time. The conversion to Combined Cycle, at this

stage, makes no economic sense as the capital cost of conversion will increase the
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t?riff and will unnecessarily burden the end consumers.

_ (vi). On the issue of auxiliary conshmption, it was stated that the technical
niorm for the auxiliary consumption of small plants of CCGT in combined cycle
rﬁode is about two percent (2%) whereas the auxiliary consumption of our facility,
d;espite being a small simple-cycle plant, is one point ninety-eight percent (1.98%).
Regarding'the competitive O&M, it was clarified that under the Tariff Petition, the
O&M comp‘onent has been claimed on the assumption that the operation and
maintenance of the facility shall be carried out utilizing own resources of the
Company, instead of a turnkey O&M service provider. In the absence of a “turnkey”
third party contractor being hired for the O&M; the claim being made by the
Company is resulting in lower costs as compared to other similar generation
facilities. Generally, the engine-based plants have relativiaiy higher operation &
rﬁaintenance cost as compared to gas turbine-based plants. However, the overall
cost of the facility to produce power would remain relatively low {as compared to
other thermal power generation facilities) as the plant is debt-free, readily available, -
a:nd‘ already connected to the system of KEL and fit for operation for another ten

(10) years.

¥

{vii). About the effect on the envircnment, it was submitted that compliance
df the facility with envirbnmental standards is demonstrated by the fact that the
fécility has the requisite approval of the Sindh Environmental Protection Agency
(SEPA) in place. In accordance with the terms of the approval of SEPA
“Environmental Performance Monitoring” of the facility is being carried out by
ihde_p.endent consultants on a regular basis. About the multiple generating units, the
facility consists of several generating units and therefore the fuel efficiency can be

maintained across a wide range of load variations and also at part load operations,

. Therefore, the facility can be operated at all loads with the same efficiency.

(viii). About the suggestion of wheeling to industrial consumers instead of
éUppiying to KEL, it is highlighted that KEL in its “Power Acquisition Consent
(dated October 22, 2018)" submitted that "...the continued availability of the facility

lS an integral part of our strategy to meet our future demand and its contribution to
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tEe system stability of the 132- kV network due to its strategic location in North-
ViVest zone of Karachi. Additionally, KEL has also submitted a power acquisition
r,gequest to the Authority vide its letter No. SBD/AR/NEPRA-0312/2018-0412, dated
ljecember 4, 2018 (the "Power Acquisition Request”) for permission to KEL to
af_cqu‘ire power from the Company for the PPA Term Extension. KEL stated in the
l%ower Acquisition Request "...to ensure adequate supply of power to meet the
érowing‘ power demand of the city, in addition to the expected pipeline of planned
ﬁrojects which shall come online in next few years, the continuity of the existing
éources of power supply in the next five year is an essential part of K-Electric's

s;trategy to fulfill the increasing power demand...".

(ix). Further, TEPL submitted that the stakeholders may be aware that
KEL has added new power generation facilities of mare than 1000 MW since 2009
to its distribution system. KEL is also procuring power from Fauji Fertilizer Bin
(é}asim_l-imited, Sindh Nooriabad Power Company (Private) Limited-Phése-1 &
Siindh Nooriabad Power Company (Private) Limited—-Phase-2 but despite all these
afdditions- the shortfall in the year 2017-18 was around 500 MW. Many of the
ﬁlanned investments in Qeneration projects of KEL have been delayed and KEL
ainticipates a power shortfall of 800 MW in the summer of 2019. Therefore, the
§uggestion that the Company should enter into wheeling arrangements in order to
p%rovide electricity to consumers in other service territories undermines the. energy

siecurity of consumiers in the service territory of KEL.-

, {x). It has been suggested that KEL should procure electricity from CPPA-
G/NTDC In this regard, it is highlighted that out of the two projects mentioned, Port
QaSIm Coal project is already connected to the national gr:d and selling power to,
the CPPA-G/NTDC while Hubco Coal project is yet to be commissioned, however,
if would also be connected to the national grid. As the Authority may be aware, the
éabinet Committee on Energy (CCE) was recently briefed by the Power Division
tfﬁat there will be load sheddihg in 2019 peak seasons. The National Power Control
éentre (NPCC) data showed that the generation deficit was at 7,000 MW, on some
dcca_sions in May 2017. According to the Energy Access Outlook 2017 of
lhternational Energy Agency (IEA), twenty-five percent (25%) of Pakistani
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tfmuseholds are not connected to the. national grid, In other words, over 50 million
Eé’akist’anis may be living without access fo electricity. Considering all these facts, it
IS considered that CPPA-G does not have surplus power to cater to the additional
c:jemarid for electricity. KEL has also highlighted that it is critical for the facility to

continue to generate electricity, in order to provide uninterrupted supply to its

critical industrial consumers.

. (xi). It has been suggested that the power purchase agreement between
Pi{EL and the Company must be on take & pay basis and that the fuel cost of the
same should a pass through. It is submitted that the project is an {PP (as opposed
tb being a captive power plant) and wili exclusively supply power to KEL. All IPPs
are developed on “take or pay” basis as a large investment is required by the
project company. This is essential as providing certainty of income to sellers is a
érucial feature for projects with very large initial capilal investment. Therefore, a
‘take & pay” arrangement as opposed to the “take or pay" will make the project
unviable for the sponsors. This risk allocation provides the Company with thé
6ertainty of regular project revenues and a predictable cash-flow stream, a
rjecessary criterion for the Company to continue operations of the facility. The
étakehdlders: have failed to understand the -prevailing contractualftariff regime,
c;ommercial realities and the fact that the “take & pay” arrangement works for
fécilities that meet their fixed cost/expenses by in house consumption and sell
éurplus power on “as & when” available basis. This arrangement does not provide
tbe requisite comfort to ensure recovery of mandatory payments associated with
c;apacity charge and guaranteed off-take. Moreover, the Company will sell its output
t&) KEL on commercial terms without aillocating risk obligations on the Gof*. The
éompany will assume the commercial risk, withAout having the necessary comfort
v;/hich is typically available with grid-based power projects under the relevant
government policies, including an Implementation Agreement and sovereign
guarantee of GoP. Therefore, a “take & pay” arrangement as opposed to the “take
or pay” will make the project questionable and in the absence of assured revenue,

the project will not be viable.
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_ (xii). It is pertinent to highlight that unlike the complexiﬁes and long
éestation periods involved in the development of a new power generation facility,
tﬁe Project, being operational now for over two (2) decades, has all requisite
c?ontractual arrangements and other infrastructure requirements in place to continue
éower generation for servicing the consumers of the largest city of Pakistan. It is
réoted that implementation of the PPA Term Extension will neither require a
financial close from lenders nor construction of any new transmission lines.
Moreover, an offtake arrangement is already in place and KEL itself is a strong
supporter of the PPA Term Extension. Given the combination of a well-maintained
and 'debt-free’ facility with no major capital expenditures required for the continued
use of the facility, KEL's consumers will directly benefit from the low cost of

glectricity supplied'by the Company during the requested extension period.

(xiii). On the comments of PSQ, it was submitted that the matter of
vp:urchase of fuel from PSO has extensively been discussed between the parties.
fhe Company has not disputed its obligation under the FSA to purchase its
réquirements for "Fuel, Diesel Oil, Greases, Lubricants and Additives" for the
f;'acility from PSO. However, the reservation of the company in respect of the
purchase of fuel under the FSA relates to the fact that the quality of fuel supplied by
PSO under the FSA is not in conformity with the required standards for such fuel
under the terms of the FSA. Nonetheless, the contentions raised by PSO in respect
of the alleged breach of the FSA are being discussed between TEPL and PSO
bilaterally. The same does not impact the matter before the consideration of the
Authonity i.e., granting the Company a necessary regulatory consent in order {o
¢ontinue the activity of power generation-and meets its obligations under the PPA
vyith KEL. The comment of PSO that the Generation Licence of the Company
should be contingent upon the extension of the FSA corresponding to the same
time period is unfounded given that the FSA formed part of the 'security structure’
that was available to the Company at the inception of the Project which is no longer
continuing on an 'as-is basis'. At such time, the Company also had the benefit of
the Implementation Agreement and GoP Guarantee, which shall also no longer be

pjart of the Security structure in the PPA Term Extension.

2
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(xiv). The Authority considered the above submissions and considered it
épbropriate to proceed further with the communicated LPM as stipulated in the

Licensing Regulations and the Generation Rules.

(E). Analysis of the Authority

().  The Authority has examined the entire case in detail including the
already granted generation licence, communicated LPM, comments of the

stakeholder, provisions of PPA, and relevant rules & regulations.

: (i).  In this regard, it is observed that in terms of Regulation-10(5) of the
Licensihg Regulations, the Authority is entitled to modify a licence subject to and in
accordance with such further changes as the Authority may deem fit if. in the
6pinion of the Authority such modification (a). does not adversely affect the

performance by the licensee of its obligations; (b). does not cause the Authority to

act or-acquiesce-in any act or omission of the licensee in a manner contrary to the

provisions of the NEPRA Act or the rules or regulations made pursuant to it; (c). is
oris likely to be beneficial to the consumers; (d). is reasonably necessary for the
licensee to effectively and efficiently perform its obligations under the licence; and
(e). is reasonably necessary to ensure the continuous, safe and reliable supply of
électric power to the consumers keeping in view the financial and technical viability

6f the licensee.

(iii). The Authority has observed that the LPM envisages extension in the
term of the generation licence. In this regard, Rule-5 (2) of the Generation Rules.
$tipulates that on the expiry of the term of a generation licence, the Authority may
ﬁenew Va generation licence for such further term as it may deem appropriate.
However, in consideration of the said, the Authority will consider (a). the remaining
maximum expected useful life of the units comprised in the generation facility; (b).
the performance of the licensee during the then expiring term; and (c). the interests

of the consumers and the electric power industry as a whole.

REGISTRAR ||
i
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(iv). The Authority has examined the submitted LPM in terms of the criteria
given in the relevant regulations and it is found that the average running of each
Diesel Engine of the generation facility is around 127560 hours with the operation
(S_f the lowest used engine at 118837 hours and that of the engine having maximum
use at 141826 hours. In view of the said, the average usage of the generation
facility in terms of the years comes out lo be around fifteen (15) years. If the
benchmark followed by the Authority for similar power plants is considered, then
the remaining useful life of the TEPL is at-least ten (‘1 0) years. The said
assessment is also corroborated by the plant assessment report prepared by an
Independent Malaysian Consultant namely Continental Marine Energy which has

concluded that the expected useful of the generation facility is ten (10) years.

{v). The Authority observes that the performance of the licensee during
the previous term has been very satisfactory as has also been confirmed by the
PoWer Purchaser i.e. KEL and the same can be gauged from the fact that a new
F‘AR has already been submitted for consideration of thé Authority. In this regard, it
is pertinent to mention that due to current supply-demand situation in the service
area of KEL, allcwing extension in the term of licence is vital as it will maintain a
steady supply to the area which cannot be supplied by any suitable alternate
source and accordingly it is in the interests of the consumers and the electric power
i:ff\dustry as a whole to allow an extension in the term of the licence of TEPL. It is
important to highlight that KEL had submitted its consent for PQrchase of Power
from the generation facility for another five (5) years subject to Regulatory

approvals.,

(vi). The Authority has also considered the commenté of the stakeholders
and observed that all the stakeholders except KEL opposed the requested
extension in the term of the Licence of TEPL, inter-alia, on the ground that plant is
Iéw in efficiency and producing costly energy. The stakeholders submitted that
many new efficient plants have been added in the national grid which are currently
underutilized, therefore, in the overall interest of the country, the equivalent power
can easily be provided to KEL by the national grid. In addition, PSO has also raised
concerns regarding its FSA with the TEPL. '
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» (vii). Regarding the comments of PSO, the Authority observes that since
éFO is an uhregulated commadity, therefore, it cannot direct TEPL to purchase the
same from a specific suppl_ier. In this regard, TEPL should have the option to
;;urchase the fuel from any supplier given market-based price competitiveness and
r:e:quired quality standards. Further, the Authority is of the considered opinion that
t;he matter related to FSA is a bilateral issue between PSO and TEPL and does not
come under its regulatory domain and therefore the same may be resolved

bilateralJy or through other available avenues. However, the Authority considers ‘it

éppropriate to direct TEPL to maintain adequate storage of fuel supplies during the.

term of its licence to meet its obligations towards the Power Purchaser as agreed in
the PPA.

. (viii). In view of the comments of the stakeho‘lde‘rs regarding supply of
~ additional power from the national grid to KEL, the Authority vide letter No.
IQJEPRA/SAT-HITRF-%OM0495-10496 dated June 18, 2019, through the Ministry of
Energy, directed CPPA-G to look into the matter of supply of equivalent power to
KEL as this will reduce the burden of capacity charges and will be beneficial for all
the electricity consumers in the country. CPPA-G in its response vide letter No.
CPPA-G/2018/CEQ/7307-11 dated June 19, 2019, committed that the analy§is and
récommendation in this regard will be submitted to the Authority after consultation
with NTDC and KEL. Till that time, CPPA-G suggested that procurement of power
from TEPL may be allowed on the take .& pay basis and shall be dispatched on the
basis of KEL's merit order without any sovereign guarantee's.commitment by the
GoP. The Authority vide its letter No. NEPRA/SAT-II/TRF-460/TEPL-2018/18005
dated September 30, 2018, again directed to submit its analysis and
recommendations on the additional supply of power to KEL to replace power supply
by TEPL. Further, the Authority vide its letter No. NEPRA/SAT-I/TRF-450/NTDC-
2018/1 8593 dated October 4, 2019, also directed NTDC to provide information
Whether equivalent power can be made available to KEL from national grid to
replace the power supplied by TEPL without any transmission constraints and in
dase NTDC system allows uninterrupted transmission of additional power, how

much time will it take to make necessary arrangements? In this regard, NTDC vide
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' i@s lefter No. GMT/NTDC/T-80/1875-78 dated November 1, 2019, informed that the

existing NTDC and KEL 220 kV transmission interface cannot support 250 MW
éxport in addition to the existing 650 MW export to KEL in a reliable manner,

. éspeci‘ally, under N-1 contingency conditions. NTDC further submitted that in the

current scenario to cater the demand and maintain the smooth running of system,
KEL may operate the two IPPs ("Tapal and Gul Ahmad") as Marchant IPPs on
Take & Pay basis for 2-3 years. till the up-gradation of KEL network, to take
a:dditional power through existing NTDC system interface.

. (ix). In consideration of the above, the Authority considers that the supply
céf additional power to KEL from the national grid will not be possible at least in the
short term. Therefore, keeping iln view the demand-supply situation in the service
area of KEL and the remaining useful life of the generation facility, the }‘:uthority
considers it appropriate to extend the term of the generation licence of TEPL to ten
(;10) years, i.e., till June 19, 2029. However, TEPL will be required to strictly follow
the directions given by the Authority in the tariff determination regarding supply of
pjower to KEL. Further, the Authority considers that in order to promote competition
m the market, TEPL may opt to supply to Bulk Power Consumers in its vicinity
d;uring or after the expiry” of the extended term of the PPA subject to regulatorﬂ;

approvals.

: (x}). Further to the above, the Authority considers that the LPM in the
deneration licence of TEPL regarding extension in lhe useful life of the generation
facility will not be affecting adversely the performance by the Licensee of its
dbligations but will enable the Licensee to supply to the utility. Further, the Authority
élso observes that the LPM has not caused the Authority to act or acquiesce in any
act or omission of the licensee in a manner tontrary to the provisions of the NEPRA
Act or the rules or regulations made pursuant to it. The proposed LPM will be
beneficial to the consumers of KEL which will face severe power supply and
réliability issues if extension in the term of the licence is denied. It is observed that
LPM is reasonably necessary for the licensee to effectively and efficiently perform

its obligations under the licence. Further, it is reasonably necessary for the
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I;icensee to have this LPM to ensure continuous, safe and reliable supply of electric

piowe'r to the utility/consumers keeping in view its financial and technical viability.

(F). Approval of LPM

{i). In consideration of the above, the Authority hereby approves the
éommunicated LPM of TEPL in terms of Regulation-10(11)(a) of the Licensing
Regulations and extends the term of the generation licence (No. IPGL/010/2003,
dated August 26, 2003) of TEPL fill June 19, 2029. /

‘ (ii).  Accordingly, the generation licence (No. IPGL/010/2003, dated
August‘ 26, 2003) in the name of TEPL is hereby modified. The changes in "Face
Sheet", of the generation licence are attached as an annexure to this
cietermination, The approval of LPM will be subject to the provisions contained in
the NEPRA Act, relevant Rules & Regulations framed thereunder, terms &

conditions of the generation licence and other applic;able documents.

Authority:

Engr. Rafique Ahmed Shaikh
(Member)

Engr. Rehmatullah Baloch -
(Member)

Saif Ullah Chattha
(Member)

Engri Bahadur Shah
(Member/Vice-Chairman)

Engr. Tauseef H. Faroogqi
(Chairman)

.
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National Elec_tric PowerfﬁRegulatory‘ Authority
(NEPRA)

islamabad - Pakistan

Generation Licence : I o

IPGL/010/2003 I

: In exercise of the Powers conferred upon the Natronal Electrrc Power

Regulatory Authority (NEPRA) under Section-26' of the Regulatlon-.of

»G_ene,ratron,-_ ransmission. and D:stnbutlon of Electrlc Power Act, 1997 (XL of'

eplacm* from,_f:...e *o Lxm\_,' the w‘r‘orv‘y hereby

Havch -

"'_j-'l-’his:"“MOdiflt':ati‘on;ll is given unaér .rny hand on D‘? of Febw‘a"rv-'Two

: Thoiijfs‘a‘nd & Twenty




Generation Licence

Tapal Energy {Private) Limited

‘Deh Gondpass, Tapo Gabopat

Hub River Road, Taluka & Dislrict Karachi
in the Province of Sindh

Annexure-A
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Generation Licence
Tapal Energy (Private) Limiled
Deh Gondpass, Tapo Gabopat

Hub River Road, Taluka & District Karachi

Modification-ll in the

in the Pravince of Sindh

Generation Licence (No. IPGL/010/2003, dated

August 26, 2003) of Tapal Enerqy (Private) Limited

;(A).v Face Sheet

(). Onthe Face Sheet (i.e. the first page of the generation licence read
with Modification-l dated November 20, 2018), in the last line the

phrase “expires on 19" day of June, Two Thousand & Nineteen” is

deleted and is replaced by the phrase “expires on 18" day of June,

Two Thousand & Twenty Nine.”

(B). Article-4

(). Article-4(1) of the generation licence is rephrased as "the term of

this Licence is valid upto June 198, 2029."
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 ANNEXURE H |
REFERENCE GENERATION TARIFF TABLE

58




o}

- - - - - - ] ‘
Energy Charge (EC) Capacity Charge (CC)
(Rs./kWh) (Rs./kWh) Total Tariff
Dispatch
Year Ispate . . Cost of Total
Factor Fuel Variable Fixed ) . cc
c ent 0&M Total O&M Working Insurance ROE

ompon Capital” Rs./kWh Rs./kWh

a b ‘c=atb d e f g h-d+etf+g | i=c+h
1 30.38% 21.3745 1.1275 22.5020 | 1.4024 0.8363 0.4314 1.3627 4.0328 26.5348
2 29.58% 21.3745 1.1267 22.5012 | 1.4361 0.8565 0.4419 1.3955 4.1300 26.6312
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