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BEFORE  

THE NATIONAL ELECTRIC POWER REGULATORY AUTHORITY 

(NEPRA)  

TARIFF PETITION 

ON BEHALF OF 
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Dated: February 15, 2016 	.1) 

Company Secretary 

QUAID-E-AZAM THERMAL POWER (PRIVATE) LIMITED 

7-C1, Gulberg-III, Lahore 

Extracts of the Resolutions passed by the Board of Directors of 

Quaid-e-Azam Thermal (Private) Limited at its 12th  meeting of the 

Board of Directors held on 15th  day of February, 2016 

Resolutions: 

(i) RESOLVED THAT, "the Board of Directors of Quaid-e-Azam Thermal Power (Pvt.) 

Limited (the "Company" or "QATPL") have hereby approved and permitted to file 

the tariff petition with National Electric Power Regulatory Authority ("NEPRA") in 

respect of 1180 MW (Gross/Net) Re-gasified Liquefied Natural Gas (RLNG) based 

Combined Cycle Power Plant to be located at Bhikki, Punjab (the "Project") and in 

relation thereto enter into and execute any and all required documents, make all 

filings, do any act and pay all applicable fees, whatever it may be in each case, of 

any nature whatsoever as may be required." 

(ii) FURTHER RESOLVED THAT, "in respect of tariff petition and applications etc. to be 

submitted to NEPRA, Mr. Ahad Khan Cheema, Chief Executive Officer of the 

Company, is the duly authorized representative on behalf of the Company for the 

purpose of filing the tariff petition and is hereby empowered and authorized for and 

on behalf of the Company to: 

(a) Review, execute, submit and deliver the tariff petition or applications (including 

modifications thereto) and related documentation required by NEPRA, inter alia, 

any consents, contract, document, power of attorney, affidavits, statements, 

letters, forms, applications, deeds, undertakings, approvals, memoranda, 

amendments, communications, notices, certificates, request and any other 

instruments of any nature whatsoever; 

(b) Sign and execute necessary documentation, pay necessary fees, appear before 

NEPRA as needed and do all necessary things for the issuance of tariff for the 

Project; 

(c) Represent and respond on behalf of the Company, in the public hearings, to all 

of NEPRA's queries, case officers, stakeholders and to attend pre and post 

hearing meetings; 

(d) Do all such acts, matters and things as may be necessary for carrying out the 

purposes aforesaid and give full effect to the above-said; and 

(e) Delegate all or any of the above powers in respect of the foregoing to any other 

officials of the Company as deemed appropriate. 

CERTIFIED TO BE TRUE COPY 
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EFORE T E NATIONAL ELECTRIC POWE REGULAT Y 

AUTH1 RITY (NEPRA) 

AFFIDAVIT of Mr. Ahad Khan Cheema s/o Muhammad Aslarn Cheema having CNIC no. 35202-
0449427-1, Chief Executive Officer, Quaid-e-Azam Thermal Power (Private) Limited (the 
"Company"), a company wholly owned by Government of the Punjab, having its registered office 
at 7-C-1 Gulberg-III, Lahore. 

I, the above named Deponent, do hereby solemnly affirm and declare as under: 

1. I am Chief Executive Officer and authorized representative of the Company. 

2. That I have filed accompanying Tariff Petition together with supporting documents before 
the NEPRA and the contents of the same may kindly be read as an integral part of this 

affidavit. 

3. That the content of the accompanying Tariff Petition, and all further documentation and/or 
information to be provided by me in connection with the accompanying Tariff Petition 
shall, are true to the best of my knowledge and belief of and according to the information 

received by the Deponent. 

VERIFICATION  
Verified on oath on this 15th  day of February, 2016 that the contents of this affidavit are true to the 

best of my knowledge and belief. 
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GLOSSARY 

BOO Build, Own and Operate 
BTU British Thermal Unit 
CC Combined Cycle 
COD Commercial Operations Date 
CPI Consumer Price Index 
CPP Capacity Purchase Price 
ECC Economic Coordination Committee 
EPC Engineering Procurement and Construction 
EPP Energy Purchase Price 
GSA Gas Supply Agreement 
GOP Government of Pakistan 
GST General Sales Tax 
HEI-HRL Harbin Electric International Company Limited and Habib Rafiq 

(Private) Limited 
HSD High Speed Diesel 
IA Implementation Agreement 
IPP Independent Power Producer 
IRR Internal Rate of Return 
ISO International Standards Organization 
KIBOR Karachi Inter Bank Offered Rate 
KW Kilowatt 
KWh Kilowatt hour 
L/C Letter of Credit 
LHV Lower Heating Value 
MW Megawatt, i.e., 1,000,000 Watts 
MWh Megawatt hour 
NEPRA National Electric Power Regulatory Authority 
NEPRA ACT Regulation for Generation, Transmission and Distribution of Electric 

Power Act (XL of) 1997 
NEPRA RULES NEPRA (Tariff Standards and Procedure) Rules, 1998 
NTDC National Transmission & Dispatch Company 
O&M Operation & Maintenance 
PKR Pakistani Rupees, the legal currency of Pakistan 
POWER POLICY 2015 Policy For Power Generation Projects issued by the Federal Government 

of Pakistan in 2015 
PPA Power Purchase Agreement 
PPIB The Private Power & Infrastructure Board of the Government of Pakistan 
QATPL Quaid-e-Azam Thermal Power (Private) Limited 
ROE Return on Equity 
SC Single Cycle 
SITE Bhikki, Sheikhupura 
TON Metric Tonne i.e. 1000 kg 
US CPI United States Consumer Price Index 
USD United States Dollar, the legal currency of the United States of America 
WAPDA Pakistan's Water & Power Development Authority established under the 

WAPDA Act (WP-XXXI of) 1958 
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1. DETAILS OF THE PETITIONER 

NAME AND ADDRESS 

Quaid-e-Azam Thermal Power (Pvt.) Limited 
(A wholly owned company of Government of the Punjab) 
First Floor 7-C-1, Gulberg III, Lahore 
Tel# (042) 35750936-8 
Fax# (042) 35750939 

REPRESENTATIVE OF QUAID-E-AZAM THERMAL POWER (PRIVATE) 
LIMITED  

Mr. Ahad Khan Cheema 
Chief Executive Officer 
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2. BACKGROUND — REGULATORY FRAMEWORK & GOP APPROVAL 

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

2.1.1 NEPRA Act & NEPRA Rules 

Under the Regulation for Generation, Transmission and Distribution of Electric 
Power Act (XL of) 1997 (the NEPRA Act), the National Electric Power 
Regulatory Authority (NEPRA) is responsible, inter alia, for determining tariffs 
and other terms and conditions for the supply of electricity through generation, 
transmission and distribution. NEPRA is also responsible for determining the 
process and procedures for reviewing tariffs and recommending tariff 
adjustments. Further, pursuant to the enabling provisions of the NEPRA Act, 
the procedure for tariff determination has been prescribed in the NEPRA (Tariff 
Standards and Procedure) Rules, 1998 (the NEPRA Rules). 

2.1.2 Power Policy 2015 

In accordance with the NEPRA Rules, read with the enabling provisions of the 
NEPRA Act and the Power Policy issued by the GOP in 2015 (the Power Policy 
2015), Quaid-e-Azam Thermal Power (Private) Limited submits its petition for 
tariff approval before NEPRA, the competent regulatory authority lawfully 
authorized to determine tariff for power generation companies. 

2.1.3 Fast Track Projects on RLNG 

Government of Pakistan with the view to address the energy crisis in the country 
has been rigorously probing all feasible means of tackling the issue. Thus, after 
considering various options of reliable and clean energy in the earliest possible 
time span in the national interest, it was proposed that 3600 MW be generated 
by use of 600 MMCFD RLNG at Bhikki, Dist. Sheikhupura, Balloki Dist. Kasur 
and Haveli Bahadar Shah, Dist. Jhang on a fast track basis. 

In pursuance of the aforesaid decision of the Government of Pakistan, 
Government of the Punjab took the initiative and committed to address the 
energy shortfall by way of setting up one of the three RLNG power projects on 
a fast track basis. The project shall be connected to the national grid with a gross 
capacity of 1180.130MW through RLNG based Combined Cycle power 
generation facility at Bhikki, Dist. Sheikhupura in an IPP mode. 

/9 	 8 
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2.2 GOP APPROVAL 

2.2.1 GOP Letter of Intent 

In its letter dated April 13, 2015 (the Application for LOI), Quaid-e-Azam 
Thermal Power (Private) Limited expressed its firm interest to GOP in setting 
up of a 1,000-1,500 MW (Gross at ISO) Re-Gasified Liquefied Natural Gas 
based Combined Cycle Power Plant at Bhikki, District Sheikhupura, Punjab. 
The Application for LOI, a copy of which is attached at Schedule B, was 
submitted to GOP through the Private Power Infrastructure Board (the PPIB), 
Ministry of Water & Power. 

The GOP, through PPIB, issued the LOI to Quaid-e-Azam Thermal Power 
(Private) Limited for the Project on 13 July 2015. 

2.3 GENERATION LICENSE 

Application for grant of generation license along with relevant documents and 
requisite fees has been filed by QATPL on 15 July 2015. The Authority 
conducted hearing thereupon on 09 February 2016 and the decision thereof is 
pending. 

2.4 SUBMISSION 

2.4.1 PURSUANT  TO the relevant provisions of the NEPRA Rules, read with the 
provisions of the NEPRA Act and the Rules and Regulations made thereunder; 
AND in accordance with the Power Policy 2015; AND in light of the LOI 
pursuant to which the GOP, through PPIB, has approved Quaid-e-Azam 
Thermal Power (Private) Limited's 1,000-1,500 MW Re-Gasified Liquefied 
Natural Gas based Combined Cycle Power Plant at Bhikki, District 
Sheikhupura, Punjab: QUAID-E-AZAM THERMAL POWER (PRIVATE) LIMITED 
SUBMITS HEREWITH TO NEPRA,  the competent regulatory authority lawfully 
authorized to determine tariff for power generation companies, for its 
determination, a tariff petition (the Tariff Petition) for approval of the reference 
generation tariff for Single Cycle and Combined Cycle Operation (the 
Reference Generation Tariff) for QATPL's 1180.130 MW (Gross at RSC) 
power generation facility to be located at Bhikki, Sheikhupura. 

9 
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3. 	Executive Summary 

3.1 QUAID-E-AZAM THERMAL POWER (PRIVATE) LIMITED 

Quaid-e-Azam Thermal Power (Private) Limited (QATPL) is a private limited 
company, wholly owned by the Government of Punjab (GOPB) and incorporated under 
the Companies Ordinance 1984 on 25 March 2015; a copy of its incorporation 
certificate is attached at Schedule E. 

3.2 PROJECT SUMMARY 

3.2.1 The Upfront RLNG Tariff was determined by NEPRA and intimated to the 
Federal Government on 3, April 2015 (Upfront Tariff). 

3.2.2 On 10, April 2015 QATPL submitted a motion for leave for review 
(Intervention), setting out key issues for QATPL with the Upfront Tariff 
pursuant to which a hearing was held by NEPRA in June 2015. No decision was 
given in light of the hearing by NEPRA. However, the Intervention was 
followed by two subsequent letters from QATPL to bring to NEPRA's attention 
its objections to the Upfront Tariff. 

3.2.3 The Petitioner initiated the bidding process (for the selection of EPC and LTSA 
Contractors) based on the efficiency levels (established by NEPRA after detailed 
assessment of proven state of the art technologies in commercial operations in 
Pakistan) and other parameters enshrined in the Upfront Tariff prevailing at that 
point in time. Hence, the bidding process was structured accordingly while 
giving inter alia greater weightage to efficiency levels etc. It is pertinent to 
mention that this exposed the project company to a greater risk and investment 
requirements, which was obviously expected to be compensated through the 
Upfront Tariff 

3.2.4 The Upfront Tariff has now been withdrawn by NEPRA through notification 
dated 9 February, 2016 to the Federal Government in terms of section 31(4) of 
the Regulation of Generation, Transmission and Distribution of Electric Power 
Act, 1997. However, such a withdrawal in no manner should deviate materially 
from the underlying key parameters (efficiency levels, sharing mechanism etc.) 
assumed during the bidding process (drawn from the Upfront Tariff) without 
any compensation to the Petitioner. 

3.2.5 QATPL has now been intimated by NEPRA to pursue a tariff petition (cost plus) 
otherwise NEPRA will proceed with suo moto determination. 

3.2.6 In light of the LOI and following approval of QATPL's Reference Generation 
Tariff by NEPRA through this Tariff Petition, QATPL will finance, design, 
engineer, procure, construct, install, test, complete, commission, insure, operate 
and maintain a 1180.130 MW (Gross at RSC) power generation facility (the 
Facility) at Bhikki, District Sheikhupura, Punjab, Pakistan (the Project). 

tb 	 10 
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3.2.7 Subject to the assumptions contained in this Tariff Petition, please find below a 
summary of the Project for NEPRA's perusal: 

PROJECT SIZE 1180.130 MW (Gross at RSC); and 
1156.675 MW (net at Site reference 
conditions) 

PROJECT SITE Bhikki, District Sheikhupura 
TECHNOLOGY Combined Cycle 
EQUIPMENT GE H Class-9HA.01 Gas Turbine 
ENGINEERING & PROCUREMENT 
CONTRACTOR 

HEI-HRL 

CONSTRUCTION CONTRACTOR HEI-HRL 
POWER OFF-TAKER CPPAG 
GAS SUPPLIER Sui Northern Gas Pipelines Limited 
PROJECT COST USD 919,800,914 
CAPITAL STRUCTURE 75% debt and 25% equity 
FINANCIERS A 	consortium 	of 	local 	financial 

institutions 
PRIMARY SPONSOR Government of Punjab 
LEVELIZED REFERENCE 
GENERATION TARIFF (LNG) — CC 

PKR 	6.8506 	per 	kWh 	(subject 	to 
NEPRA's final determination) 

LEVELIZED REFERENCE 
GENERATION TARIFF (HSD) — CC 

PKR 	11.1264 per kWh (subject 	to 
NEPRA's final determination) 

LEVELIZED REFERENCE 
GENERATION TARIFF (LNG) — SC 

PKR 	7.8670 	per 	kWh 	(subject 	to 
NEPRA's final determination) 

LEVELIZED REFERENCE 
GENERATION TARIFF (HSD) — SC 

PKR 	13.5909 per kWh (subject to 
NEPRA's final determination) 

3.3 KEY FEATURES 

(a) Firm engineering, procurement and construction price with fixed 
and definitive commercial operations date (for combined cycle) of 
December 2017;  as contractually agreed with globally reputable EPC 
contractors — HEI-HRL. The appointment of HEI-HRL as EPC 
contractor was carried out by QATPL through an International 
Competitive Bidding process in line with all applicable procurement 
rules, including the Punjab Procurement Rules, 2014. In pursuance of 
the same QATPL has signed the Engineering, Procurement and 
Construction Contract with the successful bidder, HEI-HRL (the EPC 
Contract) and established LCs amounting to USD 233,211,000 and 
PKR 6,445,949,400 in its favor. A copy of the EPC Contract previously 
submitted to NEPRA in December 2015 is reattached as Schedule F. 

(b) Long-Term Service Agreement:  as part of the international 
competitive bidding process for the appointment of EPC Contractor in 
terms of all applicable public procurement laws, bids were also required 
to be submitted for maintenance and supply of initial spare parts and 
parts on a long term basis for scheduled and unscheduled maintenance 

11 
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of Gas Turbines, Gas Turbine Generators and associated Auxiliaries. 
QATPL is in the process of finalizing the LTSA with the successful 
bidder, GE. 

(c) 	Financing arrangements with Local Banks;  with commitments 
obtained from various local financial institutions. Based on the 
arrangement agreed in principle, the mandated lead arrangers have 
provided an underwritten commitment to make available a finance 
facility of up to PKR 72.5 billion from the local banking market to 
finance the costs of the Project on a debt to equity ratio of 75:25. 
Finalisation of financing terms is subject to determination of a 
viable tariff from NEPRA. 

15 	 12 
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4. PROJECT INTRODUCTION 

4.1 KEY CONSIDERATIONS 

4.1.1 Technology & Equipment 

The Project entails setting up the Facility on build, own and operate (BOO) 
basis. The Facility will be a thermal IPP using Re-gasified Liquefied Natural 
Gas (RLNG) as the primary fuel and High-Speed Diesel (HSD) as back-up fuel. 
The proposed Project is based on the combined cycle technology with an RSC 
gross capacity of 1180.130 MW. The Facility configuration consists of two Gas 
Turbines, two HRSGs and one Steam Turbine. 

The proposed technology has been selected by QATPL after detailed analyses 
of various power generation technologies available internationally. 

The multi shaft French/US Origin GE H Class — 9HA.01 Gas Turbine was 
selected for the Project. These are heavy-duty gas turbines capable of achieving 
! .). *gher combined cycle efficiency. The H Class turbines have high reliability 

d are cost effective in conversion of fuel to electricity. The turbine technology 
sed in the Project is air cool H Class turbines which is an advance version of 

tradition H class steam cool turbines. The current 9HA.01 Gas Turbine in air 
ool technology has undergone full speed full load tests in GE's state of the art 

testing facility in Greenville, SC, USA. This facility provides full-scale 
validation of gas turbine systems with superior load response and full 
over/under frequency testing capability well beyond grid-connected 
installations. This in-house testing has proven the performance of the gas 
turbine at maximum load conditions as well as under irregular grid condition, 
which have been simulated to reflect unstable grid conditions. 

4.1.2 Site 

National Transmission and Dispatch Company (the NTDC) and the planning 
division of Water & Power Development Authority (WAPDA) after due 
consideration of load flow, availability of grid station, transmission lines and in 
'riew of the requirements and electricity demand of the area, has allocated 
QATPL the site located at Bhikki, Sheikhupura, Punjab for the Project (the 
Site). The Site will be developed by QATPL to serve the Project's land, 
logistical, water, and drainage requirements. 

The site selected and approved by GoPb is located about 2 km off Sheikhupura-
Faisalabad (15km from Sheikhupura) - road on Qadirabad-Balloki Link Canal 
(left bank). The site was previously selected by GoPb for setting-up 1320 MW 
coal fired power plant. The land measuring 578 Kanals has already been 
acquired by QATPL. The site is adjacent to QB Link Canal, and adjacent to 
Shorkot-Pir Mahal-Jaranwala-Sheikhupura single railway track (approx. 200km 
from Shorkot). Gatti-Lahore double circuit 500kV transmission line traverses 
about 2 km from the site. 

13 
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The location is favorable in term of accessibility and water availability. Power 
evacuation and spur gas pipeline's connectivity (about 18 km from the project 
site) with an Environmental Impact Assessment ("EIA"), attached as Schedule 
G, already completed and approved. Environmentally, the Project has cleared 
the EIA because of the relatively low emissions from gas based generation as 
compared to other fossil fuel based power generation. 

From a power evacuation standpoint, the site posits an advantage because CPPA 
will not have to add significant transmission infrastructure to the area. As per 
the current power evacuation plan the project will feed net generation of 
1156.675 MW to the nearest grid station of 500 KV located at Gatti District 
Sheikhupura. Detailed study to handle additional load by Gatti Grid Station has 
already been carried out and it has been confirmed by NTDC that said grid 
station can handle additional load of 1400 MW (Schedule "0") to transport to 
national grid. The power will be evacuated from the Project through 500 KV 
transmission lines of 2 KM that will connect it to national grid through Grid 
Station. According to NTDC, PC-1 for the transmission line has been approved; 
NTDC has confirmed that the back feed power electricity by Oct 2016 and 
system will be ready for the evacuation of power subsequently. 

For the gas supply pipeline the Company will secure connection from the 
existing Sui Northern Gas Pipelines Limited ("SNGPL") line originating from 

SSawan Gas field and passing through Qadirabad Balloki (Sheikhupura Main 
Road). From Qilla Sattar Shah to Bhikki the Project Company will build about 
18 KM of spur gas pipeline which is estimated to cost PKR 1,360 Million. The 
pipeline is scheduled to be commissioned by the last quarter of 2016. 

4.1.3 Engineering, procurement and construction (the EPC) contractors and 
firm EPC Price 

For the purposes of the Project, QATPL has already appointed HEI-HRL as the 
engineering, procurement and construction contractor based on firm (non-re-
openable) EPC prices and confirmed commercial operations date (the COD). 

All contractual arrangements that have been entered into for the Project to date 
have been negotiated in light of and are based on the Upfront Tariff. In light of 
the locked EPC price and COD locked under the EPC Contract, which were 
particularly based on the Upfront Tariff, provision for out of scope items is now 
necessary to allow for variation in scope. 

The EPC Contractor 

M/s Harbin Electric International (HEI), established in 1983, has undertaken 
contracts to build large-scale power plant turnkey projects and provide complete 
equipment for power plants in more than 20 countries including Pakistan, 
Philippines, Vietnam, Bangladesh, Cambodia, Iran, India, Indonesia, Ecuador 
and Turkey. Installing almost 30,000 MW in the process and becoming one of 
the most important contractors in the domestic and global industry. HEI has 
enjoyed listed status in ENR as one of the world's top 225 international 
contractors for many years. The company's corporate performance continues to 
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set new records both within the Harbin Electric and among China's domestic 
enterprises. 

Habib Rafiq (Pvt) Ltd (HRL) is one of the Largest Engineering & Construction 
Companies, offering High quality and Cost effective Engineering, Procurement, 
Construction and Project Management services in all types of engineering 
disciplines being into business since long. 

HRL has executed multi-disciplined Mega Engineering Projects both in 
Pakistan and abroad. 

Amongst the prominent power projects known to be executed / participated by 
HRL include 

Construction of 747 MW Guddu Combined Cycle Power Plant Project at Guddu 
with Harbin Electric International Co., Ltd. (HEI) comprising of Steel Structure 
and complete civil works. 

Rehabilitation of 22 MW Jabban Hydro Electric Power Plant (EPC Contract) 
Construction of 724 (2 x 362) MW AES Oil Fired Power Project at Lalpir 

Construction of 412 MW Rousch Combined Cycle Power Plant Project at Abdul 
Hakeem 

Construction of 397 MW Combined Cycle Power Plant Extension Project at Kot 
Addu. 

Construction of 400 (4 x 100) MW Gas Turbines at Kot Addu, as sub-contractor 
to M/s. ALSTHOM-EXPORT, France and complete construction and erection 
of balance of plant. 

Construction of 300 MW Combined Cycle Power Plant Project at Guddu 
Barrage Kashmore Sindh 

Construction of 300 MW Gas Turbines at Combined Cycle Power Project at 
Guddu in association with M/s. G.E (US.A) 

Construction of Balloki 225 MW Combined Cycle Power Plant 

Construction of Muridke 234 MW Combined Cycle Power Plant 

4.1.4 LTSA and O&M contractors 

General Electric ("GE") is the Original Equipment Manufacturer ("OEM") of 
the Gas Turbines and Gas Turbine Generators. The Long Term Service 
Agreement (the LTSA) of the Facility was contracted to GE through the 
International Competitive Bidding Process carried out for the selection of the 
EPC and LTSA contractor. QATPL is presently in advance negotiations with 
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GE for their contractual arrangements in respect of the Long Term Service 
Agreement for the Project (the LTSA Contract). 

GE is the world's digital industrial company, transforming industry with 
software-defined machines and solutions that are connected, responsive and 
predictive. GE is organized around a global exchange of knowledge, the "GE 
Store," through which each business shares and accesses the same technology, 
markets, structure and intellect. Each invention further fuels innovation and 
application across the industrial sectors. GE Power is a world leader in power 
generation with deep domain expertise to help power producers deliver 
electricity from a wide spectrum of fuel sources. GE is transforming the 
electricity industry with the digital power plant, the world's largest and most 
efficient gas turbine, full balance of plant, upgrade and service solutions as well 
as its data-leveraging software. The innovative technologies and digital 
offerings of GE help make power more affordable, reliable, accessible and 
sustainable. 

The bidding process for the Operation and Maintenance (the O&M) of the 
Facility is underway under Punjab Procurement Regulatory Authority 
Iregulations. 

4.1.5 Power off-take 

The electricity generated will be sold to Central Power Purchasing Agency 
(Guarantee) Limited (the Power Purchaser), pursuant to the Power Purchase 
Agreement (the PPA), which in turn will distribute and modulate the capacity 
generated by QATPL. The PPA will be executed by and between QATPL and 
the Power Purchaser following NEPRA's approval of QATPL's 30 years 
Reference Generation Tariff. 

4.1.6 Gas supply arrangement 

GOP is actively pursuing the procurement of LNG from different international 
suppliers across the world. As informed, as per these ongoing efforts, GOP has 
recently entered into a long term agreement for the import and continuous 
supply of LNG with Government of Qatar. 

QATPL is at an advance stage of entering into a Gas Supply Agreement (the 
Gas Supply Agreement) with Sui Northern Gas Pipelines Limited (the Gas 
Supplier) for the continuous supply of RLNG to the site of the power plant to 
ensure its base load operations. The LNG will be imported by Pakistan State Oil 
(PSO) under a sale and purchase agreement with international supplier(s) 
(including Government of Qatar) approved by the competent forum. Following 
regasification of LNG, transportation of the RLNG will be done through Sui 
Southern Gas Company Limited and Sui Northern Gas Pipelines Limited. 

as 
16 

19



4.1.7 Project cost and capital structure 

Based on the assumptions contained in this Tariff Petition and in light of the 
proposed discussion contained in Section 6 (Project Cost & Investment), the 
proposed Project cost is USD 919,800,914 (the Project Cost). 

The planned financing of the Project Cost is 75% long-term local debt (the 
Debt) and 25% equity (the Equity). 

4.2 	Relief Sought 

4.2.1 Reference Generation Tariff 

That NEPRA determines the generation tariff for QATPL, based on the 
assumptions and grounds stated herein, in terms of this Tariff Petition and does 
so on an urgent basis. The reasons for an urgent determination have been stated 
in detail in the covering letter to this Tariff Petition, which may be read as an 
integral part hereof. 

The PPA will be executed by and between QATPL and the Power Purchaser, 
subject to NEPRA's approval of a 30 year tariff acceptable to QATPL. The 
Reference Generation Tariff has a typical two-part structure with an energy 
charge (the Energy Purchase Price) for the energy actually dispatched and a 
capacity charge (the Capacity Purchase Price) based on the dependable 
capacity. 

The Reference Generation Tariff, as approved by NEPRA will be integrated 
into the PPA, which shall be based on the terms approved by the competent 
authority. 

It is also hereby requested that the immediate application of the Reference 
eneration Tariff/Interim Tariff be allowed / ordered in terms of Rule 4 of 
EPRA (Tariff Standards and Procedure) Rues, 1998 alongwith other enabling 
rovisions of law. 

y benefit/concession/incentives given, previously or in future, to any other 

PP/power projects will also be given to the Company. 

4.3 ADDITIONAL INFORMATION [SUMMARY OF EVIDENCES]  

4.3.1 Following pertinent information is hereto attached for NEPRA: 

(a) SCHEDULE A — REFERENCE GENERATION TARIFF TABLE; 
(b) SCHEDULE B — Quaid-e-Azam Thermal Power (Private) Limited's letter to 

the GOP dated April 13, 2015 - the APPLICATION FOR LOI; 
i:c) SCHEDULE C — LETTER OF INTENT No. 1(102)PPIB-8001/15/PRJ/44750 

dated July 13, 2015; 
(d) SCHEDULE D -MEMORANDUM AND ARTICLES OF ASSOCIATION QATPL; 
(e) SCHEDULE E — CERTIFICATE OF INCORPORATION; 
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(f) SCHEDULE F — EPC CONTRACT; 
(g) SCHEDULE G —ENVIRONMENTAL IMPACT STUDY; 

) SCHEDULE H — LIST OF PROJECTS WITH CONSTRUCTION PERIODS; 

) SCHEDULE I — DETAIL OF ADDITIONAL COSTS NOT COVERED IN EPC 
AGREEMENT SCOPE; 

(j) SCHEDULE J— BREAKDOWN OF ENGINEERING AND RELATED CONSULTANCY 

COST AND CONSULTANCY AGREEMENT; 

(k) SCHEDULE K — BREAKDOWN OF ADMINISTRATIVE EXPENSES; 

0 SCHEDULE L — BREAKDOWN OF SECURITY AND SURVEILLANCE COST; 
m)SCHEDULE M — BREAKDOWN OF TESTING AND COMMISSIONING COST; AND 

n) SCHEDULE N — O&M COST COMPARISON FOR SELECTED PROJECTS. 

o) SCHEDULE 0 - LETTER FROM NTDC — POWER EVACUATION 

) SCHEDULE P — CHECKLIST CONFIRMING THE COMPLIANCE OF 

INFORMATION/DOCUMENTS WITH TARIFF (STANDARDS AND PROCEDURES) 

RULES, 1998. 

4.3.2 	dditionally, the following have been attached as part of the Tariff Petition: 

(a) Board Resolution of QATPL; 

(b) Affidavit of Mr. Ahad Khan Cheema, Chief Executive Officer, QATPL 
; and 

(c) Bank Draft No. 2016/00536/0047-0002 dated February 15, 2016 amounting 
to PKR 1,412,720/- as requisite fee for the Tariff Petition, as notified by 
NEPRA. 

4.3.3 QATPL reserves the right to submit additional information(s)/ document(s)/ 
evidence as and when so required. Furthermore, any additional information, to 
the extent available, will be submitted by QATPL, if required by NEPRA. 

4.3.4 This Tariff Petition is submitted in triplicate, together with the requisite fee. 

4.3.5 QATPL's application for the Generation License is presently under process with 
NEPRA. 

BASED ON THOROUGH ANALYSIS of the national electricity generation structure, the 
existing available power generation technologies, the existing infrastructure and in light 
of QATPL's engagement of EPC contractor for the engineering, procurement and 
construction of the Facility, it is highly anticipated that QATPL's Project shall be one 
of the most efficient and competitive independent power producers in Pakistan. 
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5. 	Project Financing — Debt & Equity 

5.1 DEBT FINANCING STRUCTURE  

5.1.1 Flabib Bank Limited and National Bank of Pakistan (the Lead Arrangers) have 
finalized the commercial terms with QATPL for providing a finance facility of 
up to PKR 72.5 billion to finance the costs of the Project on a debt to equity 
ratio of 75:25 based on an underwritten commitment. The Lead Arrangers are 
extremely confident that the debt required for the Financial Close of the Project 
will be arranged from the local banking market provided a bankable tariff is 
determined by NEPRA. 

Nevertheless, it is imperative to highlight that the banks (lenders) are concerned 
bn withdrawal of the Upfront Tariff and are keenly expecting that the Petitioner 
be allowed a commercially viable tariff for the Project guaranteeing loan 
repayments and duly providing cushion for cost over-runs and unforeseen scope 
variation risks associated with the most advanced and high-tech plant (with 
highest efficiency) being implemented in the Project. 

5.2 EQUITY FINANCING 

The sponsor financing the Equity for the Project is the Government of Punjab. 
The Government has so far transferred PKR 22.5 Billion to the Company as 
equity to primarily backstop the letter of credit obligations, hence, QATPL is 
entitled to return on equity during the construction accordingly. 
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6. 	PROJECT COST & INVESTMENT 

6.1 PROJECT COST SUMMARY 

6.1.1 The total Project Cost, expressed in United States Dollars, has been calculated 
after thorough consideration and following detailed review of the Upfront 
Tariff. For NEPRA's benefit, the reference exchange rates used to convert the 
relevant costs into United States Dollars are 1USD = 105 PKR. 

6.1.2 Please find below, for NEPRA's approval, a summary of QATPL's Project Cost 
under this Reference Generation Tariff: 

Sr. No. Investment / Cost USD Million 

1 EPC 564.76 

2 Customs Duties & Cess 25.65 

3 LTSA Initial Spare Parts 20.88 

4 Gas Pipeline Cost 13.60 

5 HSD Inventory 26.55 

6 Non EPC & Project Development 90.76 

CAPEX 742.21 

7 Financing Fees and Charges 22.60 

8 Interest During Construction 64.85 

9 DSRA 53.49 

10 One month LNG escrow account 36.65 

Total Project Cost 919.80 

For purpose of the petition exchange rate of PKR/USD 105 has been assumed 
to be applicable up to Commercial Operations Date (COD). Since the exact 
timing of payment to EPC contractor is not known at this point of time, 
therefore, it is proposed that an adjustment for relevant foreign currency 
fluctuation for off-shore EPC portion of payment in the foreign currency be 
made against the reference exchange rate of Rs.105/USD on the basis of 
monthly average exchange rates prevailing on 1St  day of each month during the 
construction period. The adjustment shall be made only for the currency 
fluctuation against the reference parity values. 

6.1.3 The Project Cost shall be financed through a Debt: Equity ratio of 75:25 and 
capital structure of the Project is proposed as follows: 
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`MILLION USD 
DEBT 
	

689.851 
EQUITY 
	

229.950 
TOTAL PROJECT COST 
	

919.801 

Keeping in view the large funding size of Bhikki project, due diligence 
requirements of the lenders and industry norms, financial close is expected to 
be achieved within one year of the reference generation tariff determination by 
the Authority. 

In case the ECA financing option for the project is availed, any additional 
financing cost including insurance fee shall be a pass through item as per actual. 

PROJECT COST EXPLANATION  

6.1.4 EPC Cost:  

The EPC cost includes power generation sets together with all the necessary 
auxiliary machinery, equipment and systems and includes, inter alia, the 
erection, testing, commissioning and completion of the equipment and 
construction of the Facility. As stated in Sections 4.1.3 above, the Firm EPC 
Cost is the turnkey price being charged by for the Project and is based on firm 
legally binding agreement between QATPL and the HEI — HRL JV. 

After carrying out a competitive and transparent bidding process, the EPC 
contract has been finalized with an EPC price of USD 539.26 m. However, the 
total EPC cost is calculated as follows after taking into account the expected 
additional costs: 

USD 25.5M for items not covered in the EPC Agreement Scope 
This includes expected additional costs (64% of which is in foreign 

currency) for system optimization (Gas buffer vessel system cost, Housing, 
Auditorium, training simulators, BOP (Balance of Plant) spare parts, 

Combustion dynamic monitoring system, etc.). A detailed schedule 
indicating these costs is placed as per Schedule I. 

— Early completion bonus 
In view of the prevailing power crisis, the Petitioner (being a government 
owned company) has requested the EPC contractor to complete the project 
on an expeditious basis. In order to incentivize the EPC contractor to achieve 

early completion of the project (as per clause 14.16 of EPC contract placed 
as per Schedule F), a provision of early completion bonus at the rate of 5% 
of EPC price has been assumed to be a Pass Through item as per actual at 
the time of COD. 
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6.1.5 LTSA initial Spare Parts 

LTSA initial spare parts of USD 20.88 Million [as per discounted LTSA bid] 
form part of Capex and are in foreign currency. 

6.1.6 Gas Pipeline Cost 

Project costs also include spur Gas Pipe Line Cost of 18 Kms from Qilla Sattar 
Shah to Bhikki Plant site. In case, the cost of pipeline is allowed by OGRA, the 
same will be excluded from the project cost. 

6.1.7 HSD Inventory:  

Funding required to meet 7 days HSD inventory requirement has been assumed 
as part of the project cost. The project company believes, that HSD inventory is 
for backup purposes only and to comply with the power purchaser's 
requirements. The Power Purchaser considers the availability of HSD as a 
strong mitigant in the event of non-supply of gas, at the same time due to 
contemplated GSA arrangements the probability of HSD being utilized is 
remote. The cost of HSD inventory, therefore, would need to be included as part 
pf the Project Cost and will not be claimed separately as part of Working Capital 
during the operating phase. However, its long term maintenance, replenishment 
and/or replacement after recommended storage interval of around 1 year is an 
element of O&M costs to the company. The HSD inventory has been estimated 
at PKR 46.21 / liter (excluding GST) and the same will be indexed to prices as 
notified by the competent authority from time to time and allowed to the 
petitioner at COD. 

6.1.8 Custom duties and cess:  

Taxes and Customs Duty have been calculated by QATPL in light of the 
applicable laws of Pakistan and will be treated as pass through item as per actual 

3ased on the reference exchange rates of PKR 105 for 1 USD, the Taxes and 
Custom Duty for the Project have been calculated as 6.05% (custom duties 5% 
and Sindh Infrastructure Cess 1.05%) of the Offshore EPC Cost. 

6.1.9 Non EPC and Project Development costs:  

The project company has engaged a consortium of advisors with strong power 
sector experience. Based on their recommendations, company's estimates and 
industry trends, Non-EPC and project development costs have been budgeted at 
1USD 90.759 M. These include engineering and related consultancy, 
administrative expenses, O&M mobilization cost, land cost, security and 
surveillance, insurance during construction, fixed O&M and LTSA during 
Construction and testing and commissioning cost. 

6.1.9.1 Engineering and related consultancy 

22 
'kb 

25



The company has signed a consultancy contract with NESPAK for USD 9.6M 
covering project procurement, design review and implementation advisory 
services. Additional services including but not limited to pre — shipment 
inspections, foreign travelling, extra design review meetings in China, extra 
trips by foreign consultants, FAT (Factory Acceptance Test) inspections and 
third party manufacturing surveillance quality assurance services which are 
envisaged to be paid mainly to foreign consultants is estimated at USD 5.4M. It 
has been assumed that against each of the FATs, 3 to 4 inspections will be 
performed at a minimum, i.e. during manufacturing, post manufacturing and pre 
shipment which have been calculated to be approximately 198. Estimated 
breakdown of this cost component is placed as per Schedule J. 

6.1.9.2 Administrative expenses 

Based on the recommendations of the advisors, company's estimates and 
industry trend, administrative expenses have been budgeted at USD 18M. 
Administrative expenses covers the administrative and management expenses 
of QATPL for a period of 36 months (6 months from date of incorporation to 
Notice To Proceed and 30 months for the construction period). These include 
but not limited to company incorporation and set up costs, Pre-bid overseas 
conferences, Insurance overseas roadshows, payroll, utilities, rent rates and 
taxes, vehicles, training, travelling and communication costs, regulatory 
expenses, advertising and publicity / public relations, inauguration and 
foundation stone laying ceremonies, office equipment and supplies, etc. 
Breakdown of these expenses is placed under Schedule K. 

6.1.9.3 O&M mobilization 

O&M contractor is expected to be mobilized at least 4 months before the COD 
of first gas turbine. Since the O&M contractor selection and bidding process has 
recently been initiated, there are no specific comparable benchmarks available 
or estimation of this cost. Accordingly, based on the recommendations of the 
dvisors, company's estimates and industry trend, O&M mobilization cost has 
een budgeted at USD 6M. 

keference is also made to UCH — II power plant, where the O&M mobilization 
cost of USD 4M was allowed for 404MW capacity whereas the O&M costs 
were on a sharing basis. Accordingly, the Bhikki plant being a standalone plant 
with no cost sharing and a much higher capacity and scale will entail a much 
higher O&M mobilization cost. 

6.1.9.4 Land cost 

Land area measuring 552.5 kanals has been acquired for the project at an actual 
cost of USD1.3M. The acquisition of additional land measuring 26 kanals from 
Evacuee Trust Property Board is in process. Additional cost relating to land 
development, potential acquisition of the temporary leasehold land and 
estimated dismantling/ rehabilitation charges are estimated in aggregate at USD 
0.7M. 
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6.1.9.5 Security and surveillance 

Govt. of Punjab has established a Special Protection Unit (SPU) for providing 
security to expatriates especially Chinese working on different development 
projects in Pakistan as part of its commitment for security of the foreign 
nationals. Although Bhikki power project is not part of CPEC (China Pakistan 
Economic Corridor), but the level of the security being provided to the Chinese 
and other expats working on Bhikki power project is upto the level of CPEC. 
SPU not only provides security to expats working at site but also at their 
residences, offices and during their movements. 

In view of the above, the security and surveillance costs are budgeted at USD 
12.5M. These mainly include but not limited to watch towers, police barracks, 
security staff cost, surveillance equipment, special protection unit cost etc. 

Breakdown of these expenses is placed under Schedule L. 

6.1.9.6 Insurance during construction 

given the Bhikki plant being the most advanced and state of the art technology, 
insurance cost is expected to be much higher and hence assumed at 1.35% of 
the total EPC cost. Insurance cover is also expected to cover additional risks of 
political violence such as strike, terrorism, sabotage etc., and therefore the 
insurance premium cost is expected to be relatively higher than the normal. It 
may be noted that since the turbines are not in commercial operation anywhere 
in the world, thus lacking any prior insurance coverage precedents, is likely to 
result in higher insurance premium. Moreover, due to the phased COD the 
combined cycle construction will be exposed to higher risks due to the parallel 
simple cycle operations. 

6.1.9.7 Testing and commissioning cost 

Testing and commissioning cost is budgeted at USD 29.634M based on a 
technical assessment carried out by the advisors. These costs include fuel cost 
during pre-synchronization of USD 23.2M, electricity cost for back feed from 
National Grid of USD 0.9M and fixed O&M and LTSA costs of USD 5.6M to 
be incurred during pre - COD and shut down periods. The RLNG and HSD price 
has been assumed at USD 7 / MMBTU (HHV) and PKR 46.21 / litre (HHV 
excluding GST) and the same will be indexed to prices as notified by the 
competent authority from time to time and allowed to the petitioner at COD. 

The O&M contractor and LTSA contractor are required to be deployed at least 
four months and one month prior to the COD of first gas turbine respectively. 
Bhikki plant will have a phased COD (i.e. single cycle followed by combined 
cycle), therefore according to the recommendations from the technical advisors 
and industry norms, it is anticipated that the plant would require a shut - down 
period of at least two months. Accordingly, O&M fixed cost equivalent to five 
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months and LTSA fixed cost for one month prior engagement and two months 
Of shut down period has been budgeted. 

Breakdown of estimated testing and commissioning cost is placed as per 
Schedule M. 

The EPC and LTSA Contracts were finalised and awarded keeping in mind the 
Upfront Tariff which allowed flexibility to QATPL to include the above costs as 
part of the Project Costs whilst maintaining returns. It is imperative that QATPL 
Is allowed the above costs to be included in the project costs otherwise the EPC 
and LTSA structures would need to be revisited. 

6.1.10 Financing fees and charges 

In line with earlier determinations of NEPRA and industry norms, financing 
fees have been assumed at 3.50% of the loan amount. Further, provincial 
services sales tax / FED has also been assumed to be added in the aforesaid rate. 

6.1. 1 1 Interest during Construction 

Interest during construction (IDC) shall be re-established at the time of COD on 
the basis of actual project financing and weighted average quarterly 
LIBOR/KIBOR and applicable premiums. As mentioned before the timeline for 
completion of project is currently set at 30 months which is substantially lower 
than the typical time required for completing such large scale projects (list 
provided as Schedule H). Since the Project Company is following an aggressive 
completion timeline with the EPC contractor, given the liquidity, project 
management and other incidental risks associated with such a large scale and 
highly advanced technology project, an adequate flexibility would be required 
in the construction period to compensate any additional IDC in case of delay. 
However, in case the Project Company achieves COD prior to such date, the 
calculations will be adjusted to reflect the same. 

6.1.12 Debt Service Reserve Account (DSRA) 

In line with the financing agreements being finalized with project lenders and 
established financing norms, QATPL is required to fund DSRA equivalent to 
debt service (principle and interest) amount covering two quarterly installments 
at COD. Accordingly, DSRA has been estimated at USD 53.491M. 

6.1.13 One Month LNG Escrow 

In line with the earlier determinations by the Authority and gas supplier 
requirements, one month LNG escrow account has to be created, as finalized in 
draft GSA. This has been assumed at USD 36.7 M based at per day cost of 
RLNG fuel. The RLNG price has been assumed at USD 7 / MMBTU (HHV) 
and the same will be indexed to prices as notified by the competent authority 
from time to time and allowed to the petitioner at COD. 
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7. 	REFERENCE GENERATION TARIFF SUMMARY 

7.1 	Based on the RLNG price of USD 7.00 per MMBTU (HHV), an output of 
1156.675 MW (net at reference conditions) and detailed financial analyses, the 
proposed Reference Generation Tariff for Single Cycle Operations is hereunder: 

The proposed Single cycle tariff figures are as follows: 

Proposed levelized project tariff (Rs per KWh) 

Fuel cost component 

Single 

RLNG 

7.1134 

cycle 

HSI) 

12.6895 

Variable O&M 0.3336 0.4814 

Total Energy Purchase Price 7.4470 13.1709 

Fixed O&M (Local) 0.1373 0.1373 

Fixed O&M (Foreign) 0.1597 0.1597 

Cost of working capital 0.0895 0.0895 

Capacity charge @ 92% 0.4201 0.4201 

Total tariff 7.8670 13.5909 

The proposed combined cycle tariff figures are as follows: 

Proposed levelized tariff ( Rs per KWh) 

Fuel cost component 

RLNG 

4.6212 

FISH 

8.7491 

Variable O&M 0.3336 0.4814 

Total energy purchase price 4.9548 9.2305 

Fixed O&M (Local) 0.1373 0.1373 

Fixed O&M (Foreign) 0.1597 0.1597 

Cost of working capital 0.0895 0.0895 

Insurance 0.0790 0.0790 

Return on Equity 0.5561 0.5561 

Debt service cost - repayment 0.4335 0.4335 

Debt service cost - interest 0.2891 0.2891 

Capacity charge @ 92% 1.8959 1.8959 

Total tariff 6.8506 11.1264 
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Key underlying Project and operating assumptions for the Combined cycle tariff are 
provided below: 

Design, fuel and operating assumptions 
Gross capacity (reference site conditions) 

l nit 
MW 1,180.130 

Net capacity MW 1,156.675 
Annual availability % 92% 

RLNG HSD 
Efficiency — CC % 60.11% 53.04% 
Efficiency — SC % 39.05% 36.57% 

Base fuel price (excluding GST) 

USD per 
MMBTU- 

HHV / PKR 
per litre 
(HHV) 

7.00 46.21 

Project cost assumptions 
EPC cost USD in M 564.760 
Project cost before IDC USD in M 854.951 
Total project cost USD in M 919.801 
O&M, insurance and cost of working capital assumptions 
Variable O&M (foreign) 

LTSA variable fee 
[USD 441.61per FFH] 

USD per kWh 0.0008 

LTSA cost not covered in agreement 
scope 

USD per kWh 0.0002 

O&M operator fee USD per kWh 0.0022 

Total USD pe 
kWh 

0.0032 

Fixed O&M (Local) — Non LTSA USD per kwh 0.0013 
Fixed O&M (Foreign) 
[USD 6.96M per annum] 

USD per kwh 0.0015 

Total USD per kwh 0.0028 
Cost of working capital % 3mKIBOR + 2% 

Insurance 
% of total 
EPC cost 

1.35% 

Financing assumptions 
Equity % 25% 
Debt % 75% 
Equity IRR % 16% 
Cost of debt % 3mKIBOR + 3% 

Reference Tariff Tables based on RLNG and HSD are attached at Schedule A. 
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8. 	Energy Purchase Price 

8.1 SUMMARY 

As already mentioned above, to counter the energy shortage in the country, the Ministry 
of Water and Power/Power Purchaser requested that all the RLNG based projects 
should be operated in a phased manner i.e. Single cycle operations for GT1 and GT2 
followed by the Combined cycle operations thereafter. Accordingly, the petitioner 
requests individual tariffs for Single cycle operations GT1, Single cycle operations GT2 
and Combined cycle operations. 

The tariff has a typical two-part structure with an Energy Purchase Price (EPP) for the 
energy actually despatched and a Capacity Purchase Price (CPP) based on the available 
capacity. 

For Combined cycle operations, the CPP will cover Fixed O&M (Local), Fixed O&M 
(Foreign), Insurance, cost of working capital, Return on Equity and Debt servicing. For 
both Single and Combined cycle operations, the EPP will cover fuel cost (LNG and 
HSD), and Variable O&M (Foreign) cost. 

The price of fuel will be a pass through item as indexed using a robust indexation 
mechanism as proposed in the section on fuel below 

8.1.1 The Energy Purchase Price component of the Reference Generation Tariff is 
based on the actual kWh off-take, and consists of: 

(a) the fuel component (the Fuel Component); 

(b) the foreign variable O&M component (the Foreign Variable O&M 
Component). 

Single cycle Tariff Mechanism:  

For Single cycle operations a two tier tariff structure comprising of CPP and EPP has 
been proposed. The CPP will cover Fixed O&M (Local), Fixed O&M (Foreign) and 
cost of working capital only whereas the EPP will cover fuel cost, and Variable O&M 
(Foreign) cost 

The above structure has been proposed as the power producer is not in a position to 
produce electricity on simple cycle operation on the basis of pre COD sale, without 
proper commissioning, COD and proper tariff for such operation, inter alia, for the 
following reasons: 

1. 	5 to 7 months power generation of the plant on single cycle operations will 

produce electricity worth over PKR 20 billion of sale to the power purchaser. 
This cannot be considered as a Pre-COD sale. If phased COD is not permitted, 
the plant will be exposed to full LDs on total size of the plant in case the 

combined cycle commissioning gets delayed. Whereas the power producer 
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would have received more than 530 M units of electricity from the plant every 
month. 

2. The plant will have to put in place O&M regime, LTSA regime as well as all 
required insurances. 

3. The plant will face degradation of efficiency and power output during the single 
cycle operation which will not be protected if only combined cycle COD is 
envisaged. 

4. Over 5000 fire hours will be consumed which is more than 8% of the factored 
fire hours for major over haul. 

5. A significant part of the warranty period will be consumed. 
6. The plant will not be obliged to produce power and arranging working capital 

if it is not commissioned under PPA. Thus availability of plant will not be 
guaranteed. 

7. Single cycle operation may enhance cost of insurance due to side by side 
construction and operation of plant. 

8. Single cycle operations of plant is likely to be at around 39.05% efficiency 
which would be still better than many plants currently in operation in Pakistan 
and thus feasible for the power purchaser in merit order. 

9. The Petitioner submits that phased commissioning be allowed for the reasons 
mentioned above keeping in view the power shortage in the country. 
Considering the operation of Gas Turbines during the transition period between 
single cycle COD of individual units and the COD of combined cycle, degraded 
performance parameters i.e. efficiency and power output must be allowed. 

10. Gas Turbine Performance degradation (output and heat rate) due to its operation 
in Open Cycle mode for approximately 5000-6000 hours, to be accounted for, 
at COD while determining the base line net plant output and heat rate. 

8.1.2FUEL  COST COMPONENT 

ASSUMPTIONS 

This component represents the fuel consumption at an efficiency level of 
39.05% (for LNG — Single cycle operations), 36.57% (for HSD — Single cycle 
operations), 60.11% (for LNG — Combined cycle operations) and 53.04% (for 
HSD — combined cycle operations) all at 92% plant load factor. As a general 
comment, we submit that there will be a separate fuel cost component for each 
generation scenario stated below and the energy invoice will be based on the 
applicable fuel and generation scenario. 

Plant degradation i.e. degradation in net output and heat rate will need to be 
determined/considered from the COD for the first year of operation, since plant 
especially the Gas Turbines degradation start very rapidly during the first few 
thousand hours of GT operation, and keep on degrading. 
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Degradation in Performance due to under frequency operation of the units, due 
to the low grid system frequency also needs to be compensated. 

During the plant performance testing all blow downs are closed 100%, which is 
not the case in actual operation of the plant. This loss must be compensated, 
while determining the base line performance of the plant. 

Any variation in the plant performance i.e. efficiency and output of the Gas 
Turbines and Plant due to change of Fuel Specifications is also requested to be 
allowed. 

EFFICIENCY 

The Petitioner, as stated earlier, selected the EPC Contractor following a 

detailed procurement process carried out under the Punjab Procurement Laws. 

The process took account of the Upfront Tariff benchmarks. That is, the 

Petitioner's decisions were based on taking full advantage of the incentives and 

thresholds stated in the Upfront Tariff and, to this end, the Petitioner through its 

unrelenting efforts and efficient procurement process has been able to negotiate 

levels (i.e. 61.59%) that are unprecedented in Pakistan. 

The Authority, having now withdrawn the Upfront Tariff, has requested the 

Petitioner to apply through a cost-plus petition, which by its very nature, would 

result in any gains achieved by the Petitioner to be reconsidered. This is not an 

acceptable position. The Petitioner, however, is nonetheless willing to share 

efficiency gains with the consumer and is doing so on the basis of the Federal 

and Provincial Government's desire to provide affordable power to consumers. 

The Petitioner is also aware of the Authority's obligations under the NERPA 

laws, when determining tariffs, to balance the interests of consumers and 

encourage licensees to provide efficient service. 

The efficiency factor is based on the following: 

> Petitioner is placed on high risk of maintaining highest efficiency regimes, 

that are to be validated globally. The actual efficiency levels shall be 

adjusted at the time of COD. 

> The Petitioner also submits that the technology being employed for the 

Project is state of the art and accordingly in order to achieve an optimal risk 

adjusted return (for any possible downward revision in efficiency levels) it 

should retain the part of the benefit of higher than threshold realized 

efficiency. 

> Another problem with ascertaining a minimum Efficiency threshold by the 

Regulator that it will lead to OEM specific efficiency levels and will give 

36 30 
33



rise to monopoly of a specific OEM in the power market and hence will 

discourage healthy competition. 

➢ It is also submitted that due to the scale of these projects and the level of 

commitment shown by the Government to undertake these projects has 

resulted in an efficient procurement. 

➢ Furthermore, if the Efficiency levels are actualized, it would deter future 

investors from seeking to optimize Plant's efficiency level (which would 

not be in accordance with the stated objectives under the Power Policy of 

2015) and instead opt for least Capex driven bidding and still able to achieve 

tariff adjustments at actual established efficiency levels at COD. 

➢ The bidding process was structured keeping in view the upfront tariff 

determination which had an incentive for achieving higher efficiency. As a 

result, the Company achieved a much higher efficiency contract. Similarly, 

the company will try its best to actually achieve the efficiency if there is an 

incentive to do so. 

In the above context, the Authority is left with following options to re-determine 
the tariff / efficiency: 

a) The efficiency may be based on the overall Pakistan market / previous upfront 
determination; or 

b) H Class plant efficiencies existing in the world may be made the benchmark. 
Information pertaining to the bids for the three RLNG projects have already 
been shared with the Authority. These bids will help NEPRA in setting up the 
said benchmark. 

In view of the above submissions, this tariff petition has been submitted 

assuming option (b) above, as the preferred and just option. For the purpose of 

calculation of this tariff petition, the highest efficiency of any machine in 

operation around the globe has been taken as the benchmark. Accordingly, the 

net thermal efficiency for the LNG combined cycle and single cycle operations 

has been assumed at 60.11% and 39.05% respectively, as quoted by Siemens 

(as OEM), as a benchmark, during the bidding process. It is proposed that any 

excess efficiency over and above 60.11% established at the time of COD after 

applying all applicable/permissible (IPP industry) corrections / degradations 

including but not limited to: 

• recoverable and non-recoverable adjustments, 

• grid frequency variation, 

• blow-down adjustment, 

• temperature adjustments, 
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fuel calorific value variation and 

miscellaneous adjustment 

shall be shared between the power purchaser and the petitioner on a 60:40 basis 

respectively. Non-recoverable adjustments to be allowed on monthly intervals 

based on agreed OEM degradation curves. It is stressed, the Petitioner is 

proposing (without objection) that maximum benefits compared to the Upfront 

Tariff benchmarks are passed on to the consumer (i.e. between [57% and 

60.11%] all efficiency gains are being passed on the consumer). 

The sharing formula will ensure the unprecedented efficiency levels negotiated 

by the Petitioner and will provide due incentive to the Petitioner to achieve the 

same. In addition, it is expected that NEPRA will allow downward revision, if 

any, to the efficiency levels after testing at COD. 

8.1.3 INDEXATION & ESCALATION 

The Fuel Cost Component (FCC) is proposed to be adjusted on account of fuel price 
variation as and when notified by the relevant authority. 

8.2 FOREIGN VARIABLE O&M COST COMPONENT 

ASSUMPTIONS 

The petitioner is in the process of entering into LTSA with OEM GE for 
maintenance of equipment at USD 441.6 per factored fired hour. The Petitioner 
is in process for selection of O&M contract and expects the total foreign variable 
O&M cost to remain within a cost of Rs. 0.3336 / kWh. 

O&M cost comparison for selected projects considered for arriving at 0.3336/ 
kWh is placed as per Schedule N. 

INDEXATION AND ESCALATION 

The Foreign Variable O&M Cost Component of the Energy Purchase Price shall 
be quarterly indexed to both: 

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

(b) US CPI, notified by the US Bureau of Labor Statistics. 

(c) In case there is any local variable component, this will be subject to local 
CPI indexation. 
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Combined cycle (2GTsx I ST) 
	

Single cycle (1 GT) 

LNG 	 HSD LNG 	HSD 

1,180,130 kW 1,076,880 kW 364,222 kW 363,852 kW 

1,156,675 kW 1,039,980 kW 358,506 kW 357,114 kW 

23,455 kW 36,900 kW 5,716 kW 6,738 kW 

   

Gross Ca aci 

Auxili. load 

9. 	CAPACITY PURCHASE PRICE 

9.1 SUMMARY 

The Capacity Purchase Price component of the reference generation tariff is payable on 
the basis of the contract capacity established at the COD and annually thereafter. Net  
dependable capacity used for Single and Combined cycle operations for LNG and HSD 
is as follows: 

A detailed breakup and explanation of various components of the Capacity Purchase 
Price Component is provided below. 

9.1.1 The Capacity Purchase Price is further broken down into the following two 
components: 

(a) the Escalable Capacity Purchase Price; and 

(b) the Non-Escalable Capacity Purchase Price. 

9.2 THE ESCALABLE COMPONENT  

The Escalable Capacity Purchase Price component of the Reference Generation 
Tariff comprises of the following components for the Project: 

(a) the fixed operations and maintenance cost (the Fixed O&M Cost 
Component); 

(b) the insurance cost (the Insurance Cost Component); 

(c) the cost of working capital facility (the Cost of Working Capital 
Component); 

(d) the return on equity during construction (the ROEDC) and post COD 
(the ROE). 
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9.2.1 FIXED O&M COST COMPONENT 

9.2.1.1 ASSUMPTIONS 

Fixed O&M (Foreign) has been based on fixed annual LTSA costs of USD 
6.960M. Further, LTSA costs not covered in LTSA scope has been 
assumed at 20% of aforesaid fixed fee. The fixed O&M contractor fee has 
been assumed at USD/kWh 0.0007 on the basis of industry trends/ 

benchmarks details of which have been placed as per Schedule N. 

Fixed O&M (Local) has been based on budgeted company overhead/ 
estimated administrative cost during operations of USD 12M. Further, 
O&M contractor fee has been assumed at USD/kWh 0.0012 on the basis 
of industry trends/ benchmarks details of which have been placed as per 

Schedule N. 

9.2.1.2 INDEXATION & ESCALATION 

The following indexations shall be applicable to the Fixed O&M Cost 
Component: 

(a) The Local Fixed O&M Cost Component shall be quarterly indexed to 
the CPI of manufacturing in Pakistan, as notified by the Pakistan Bureau 
of Statistics; and 

(b) The Foreign Fixed O&M Cost Component shall be quarterly indexed to 
both: 

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

(ii) the US CPI, notified by the US Bureau of Labor Statistics. 

9.2.2 INSURANCE COST COMPONENT  

9.2.2.1 ASSUMPTIONS  

The Insurance cost component consists of all-risk insurance/reinsurance for the 
Project, as well as business- interruption insurance (which is a lender-stipulated 
requirement). The insurance cost component has been calculated after 
considering risk exposure at 1.35% of the EPC cost. 

Li (2 
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9.2.3 COST OF WORKING CAPITAL COMPONENT 

9.2.3.1 ASSUMPTIONS 

The Petitioner has estimated its working capital requirement equivalent to 60 
days of cash cycle taking into account the normal payment cycle of the PPA 
applicable to energy payments receivable from the Power Purchaser. Cost of 
short term borrowing has been assumed at 3mKIBOR + 2%. Further, cost of 60 
days SBLC at the rate of 2% per annum has been assumed as part of the working 
capital cost. It is proposed that the cost of working capital be adjusted for 
variation in KIBOR and fuel prices. 

9.2.3.2 INDEXATION & ESCALATION  

The Cost of Working Capital Component of the Escalable Component of the 
Reference Generation Tariff shall be indexed to both: 

(a) the Fuel Price variation; and 

(b) the quarterly changes in the 3 month KIBOR. 

9.2.4 THE RETURN ON EQUITY 

9.2.4.1 ASSUMPTIONS  

The Return on Equity component of the tariff (including Return on Equity 
During Construction) has been based on an internal rate of return of 16% which 
is in line with the Power Policy 2015 and previous rulings of the Authority on 
the matters related to RLNG generation. Calculations are based on expected 
equity utilization up to COD. 

Corporate income tax and Withholding tax payable on income and dividends 
are assumed to be pass-through and are not included in the Tariff. 

9.2.4.2 INDEXATION AND ESCALATION 

The ROE (including Return on Equity During Construction) component of the 
Reference Generation Tariff shall be quarterly indexed to the USD/PKR 
exchange rate, based on the revised TT & OD selling rate of USD notified by 
the National Bank of Pakistan; and 

9.3 NON-ESCALABLE CAPACITY PURCHASE PRICE 

The Non-Escalable Capacity Purchase Price component of the Reference 
Generation Tariff comprises of the principal (the Principal) and interest (the 
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Interest) component of the debt procured for the Project (the Debt Service 
Component); 

9.3.1 DEBT SERVICE COMPONENT 

9.3.1.1 ASSUMPTIONS 

The Petitioner has assumed 100% of the debt amount from local banks and 
financial institutions in calculating the debt servicing component of the tariff. 

The following assumptions have been made in calculating this component: 
Amount of debt: USD 689.851 M in local financing 

> Term of debt: 10 years plus 30 months grace period 

> Interest rate: 3-month KIBOR plus 3.0% 

➢ Base KIBOR: 6.36% 

> Repayment: quarterly 

The Project drawdown schedule and related Interest during Construction (IDC) 
is based on expected cost utilization up to COD. This will be adjusted at COD 
on account of actual variation in interest on the basis of actual drawdown for 
the period during construction. 

y savings in interest rate spread shall be shared between power purchaser and 
ATPL in the ratio of 60:40. 

9.3.1.2 I NDEXATION & ESCALATION 

Assuming the Project is financed through 100% local Debt financing, the 
Interest part of the Debt Service Component shall be quarterly indexed to the 3 
Month KIBOR. 
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10. ONE TIME ADJUSTMENTS 

10.1 ADJUSTMENTS AT COD 

At COD, the tariff components will be adjusted by the inflation factors and 
reference exchange rates, as the case may be, as defined and described herein. 

The relevant reference tariff components will also be adjusted on account of 
variation in FCY/PKR, and by the then prevailing KIBOR (if applicable). 
Furthermore, any debt related cost will be adjusted at COD. 

Debt service, DSRA and ROE components will be adjusted on account of actual 
variation in debt and equity drawdown, actual interest during construction, 
financing costs/fees, actual customs duties and taxes. Once adjusted, the Debt 
service and ROE will be updated according to the relevant indexations. 

Spur Gas pipeline cost if allowed by OGRA shall be excluded from the Project cost 
at COD. 

Fuel price assumed to estimate HSD inventory, LNG Escrow Account and Fuel 
consumption cost during testing and commissioning phase shall be indexed to price 
variations announced by competent authority from time to time at COD. 
O&M indexation for the O&M cost incurred during construction phase shall be 
given as one time adjustment at COD. 

DSRA shall be adjusted at actual KIBOR. 

10.1.1 In summary, at COD, the Reference Generation Tariff will be updated on the 
basis of: 

(a) 
	

Actual interest incurred during the construction period including any 
upward variation in IDC resulting from delay in COD; 

kb) 
	

Fuel Price variation; 

(c) Custom Duties and Taxes; 

(d) Changes in KIBOR and exchange rate variations; and 

(e) Changes in Gas pipeline costs, HSD inventory and LNG Escrow 
Account. 

L13 
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• 

10.2 Adjustment due to Variation in Net Capacity 

It is proposed that all the tariff components of capacity purchase price be 
adjusted at the time of COD based upon the Initial Dependable Capacity (IDC) 
tests to be carried out for determination of Contract Capacity. 

10.3 Adjustment due to Variation in Net Thermal Efficiency 

It is proposed that fuel component of energy purchase price be adjusted at the 
time of COD based upon the net thermal efficiency established after applying 
all corrections/adjustments [as indicated earlier] based on tests to be carried out 
t COD. 

In case the net thermal efficiency established at COD after applying all 
corrections/adjustments exceeds 60.11%, excess efficiency gains will be shared 

60:40 [Power Purchase: IPP] ratio as is applicable in Coal, Wind and Solar 
ppfront Tariffs. 

10.4 PASS-THROUGH ITEMS  

In addition to the pass-through items stipulated in the standardized PPA and in 
the Petition herein, early completion bonus, any taxes (including but not limited 
to corporate taxes, minimum turnover tax, alternate corporate tax etc), duties 
and levies, Workers Welfare Fund, Workers Profit Participation Fund and/or 
governmental impositions of whatsoever nature; and financing cost of SBLC's 
or any other instruments required under the GSA not factored in the tariff 
Calculations will be treated as part of the Project / operating cost as per actual 
basis and will be passed through to the power purchaser. 

In case the ECA financing option for the project is availed, any additional 
financing cost including insurance fee shall be a pass through item as per actual. 
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11. 	GENERAL ASSUMPTIONS 

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

➢ 	All calculations have been performed in USD and unindexed. 

➢ Where applicable, an exchange rate of PKR 105 per USD has been used to 

convert the figures into USD. 

)%. For Single cycle operations gross capacity of both the GTs has been 

assumed at 364.222 MW on LNG operations and 363.852 MW on HSD 

whereas for Combined cycle operations gross capacity of the plant has been 

assumed at 1,180.130 MW on LNG operations and 1076.880 MW on HSD. 

➢ The configuration of proposed power plant has been assumed at 2 + 2 + 1 

i.e. 2 GT' s + 2 HRSG's + 1 ST. 

➢ Plant / load factor i.e. average availability of the plant has been assumed at 

92%. 

➢ The tariff control period has been assumed to be 30 years from the date of 

COD. Construction period has been assumed to be 30 months. 

➢ Auxiliary load for the plant has been assumed to be 23.455 MW on LNG 

and 36.900 MW on HSD. 

➢ For Single cycle operations thermal efficiency of 39.05% on RLNG and 

36.57% on HSD has been assumed, whereas, thermal efficiency of 60.11% 

on RLNG and 53.04% on HSD has been assumed for Combined cycle 

operations. 

➢ Any efficiency gains determined at COD may be shared with the power 

purchaser in ratio of 60:40. 

)=. Degradation has been considered as a normal feature of plant and hence 

assumed to be a pass through under the tariff The monthly degradation 

schedule would be agreed with the Power Purchaser under the Power 

Purchase Agreement. 

)=. In line with earlier tariff determinations, a discount rate of 10.0% has been 

used to calculate NPV for the purpose of this tariff determination. 

➢ All invoicing and payment terms are assumed to be in accordance with the 

finalized PPA terms. 

➢ Any benefit/concession/incentives given to any other IPP/projects will also 

be given to the Company. 
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> Any additional costs incurred to cater for any modifications or additions 
required by the Power Purchaser will form part of the Project Cost at the 
COD. 

> Impact of foreign currency fluctuations relating to project cost payments to 
be made post construction period such as retention money are also assumed 
to be compensated. 

> Grid connection shall be the responsibility of NTDC. 
> No corporate taxes (including but not limited to minimum turnover tax, 

alternate corporate tax, normal tax etc.) has been assumed. As these are 
assumed to be pass through item. 
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to 

• 

In light of the submissions, the financial analysis and information contained in 
this Tariff Petition, along with the Schedules attached hereto, and in the national 
interest of expediting QATPL's power generation facility establishment process 
initiated by GOP on a fast track basis, this Tariff Petition is submitted for 
NEPRA's approval of the Reference Generation Tariff 

Respectfully submitted for and on behalf of QATPL: 

hief Executive Officer 
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