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The Registrar. | .
. o : BN
National Electric Power Regulatory Authonty. e
NEPRA 'I'_ower Attaturk Avenue (East). :\ Q
Sector G-3'1. [slamabad. PN DN
N
Subject: Submission of the Taritl Petition (Cost Plus) of 30 MW Master Greei Fnergy Limited l\ P
Dear Sir. e o
™

We herewith submil the Taritt Petition (Cost Plus) of Master Green Eneroy Limited. along with the feeas 0
determined by the National Electric Power Regulatory Authority ("NEPRA™ or the “Authority™) for kind S~
cansideration and favorable approval by the Authority in accordance. inter alia. with Section 31 of the <

Regulaton of Generation. Transmission and Distribution of Tlectric Power Act. 1997 road wirh Rule > of 2o -

the NEPRA (Tariif Standards and Procedure) Rules. 1998 and other applicable provisions of the NEPRA - —

law.
The TariiT Petition (inciuding s Annexures) is submitted in tripheate wyether with: -
. . -y . P . . — A PR - "\L-\

i) The Bank Draft 5 04039394 dated 24-10-2017, amounting to PRKR 603,344/ (5ix Tundred Five ~,
Theusand Threc Hundred and Forty Four Only) as requisite for fee for larift Petition as o
commumicated by NEPRA. o

2) The Beard Resolution of Master Green Energy Limited ~—

3 Affidavit of Mr. Rumman Arshad Dar. authorized representative of Master Green Energy Limited

We humbly request that the annexures of the attached Taritt Petition. particularly the EPC contracts and )
Gnancing term sheet for the proposed wind power project. be treated as confidential and not be made P
available 1o the public as it may be detrimental to our project.
We thank vou for vour support in this regard. '
E\ b \.3\("\ ;L &y e .
e ':‘ ) -
: : — DR/ - - )__ :
Yours sincerely, : .~ L T
For and on behalf of ¢ AT
- ey e Dok b "
Master Green Energy Limited }*—1 L AN
o e S TEL) o lboniw e
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- _————
De-(vat s o }Bw'LL y e U7 :
Rumman Arshad Dar LA (K o Ll =
e . . — - LF T
Chiet Overating Officer & ) ot
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1 Dectails of the Petitioner

Name and Addresy

MASTER GREEN ENERGY [IMITED

ADDRESS: 82-C-1, GULBERG L LAHORLE, PARKISTAN
PHONET: +02-42-35752683-84

Fax . +h2-42-35752685

Representatives of MASTER GREEN ENERGY LIMITED

s Rumman Avshad Dar
Authorized Representative, Uliv i Operating Officer
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2 Regulatory Framework Leading to Tariff Petition

2.1 Natiepal Eleetric Power Repulatory Authority — the Competent Authoritv for

determination of Tariff

Lnder the Regulation for Generation, Trunsmission and Distribution of Electie Power Act
(XL of) 1997 (the NEPRA Act), the National Electric Power Regulalory Authority
(NFPRAY is responsible, inter alia. for determining tariffs and other terms and conditions
for tiw sunply of clectricity through venerition, transmission and disinbution. NEPRA s
alsor pesponsible tor determinig the process and precedures for reviewing tanifls and
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recommending tariTadjnsiments. Purther. pursuant 1o the enabling provisions of the NEPRA
Act the procedure Tor sarlT deternnsation has buen preseribed in the NEPRA (TantT
Standards and Procedure) Ruley, 1998 (the NEPRA Ruoles)

2.2 Proeess Leading ta Tarift Perition

22,0 Subwission of the Projeet Feasibility Study and approval ol the ssamie
by compliange with the reguirements Leid outn the Letter ol Intent issued by Government of
Sidh on October 1.2013 (LOG, Master Green Energy Limited (the Projeci Company or
MG L), campleted the detatied feasibibiny study for the project and submilted the same to
Department of Energy, Governmont of Sindh (DOEGOS) for their review (the Project
Feasibility Study) o Febroary 2010
Fallowing complelion of its detaitod review. DOEGOS. vitle ns leler dated October 12,2017
(Rel DAL/GEN/LI92016) (the Feasibilivy Study Approval Leiter), gravted approval ef
tie Project Teasibiiiny Study subimited by Naster Green Encrey Limited and sllowed MGLL
o procecd with Rling el i3 Guil! potnion with NEPRAD A copy of the Veasibilny Study
Approval Letter is allached hereto as Annexure D

717

Buckeround of Petition

This Peution bs bemy tiled i less thir pwa 102y years from the dote of fsstaroe ot i 1L.OY
w the Project. Sinee the issuance of the 1O e Project compleaed the Projedt Feasibitity
Study in a record tune of four (041 moiths and subnutted the same 10 the provincial energy
departmient in February 2016, Duc wo the non-issuance ol the regulatory approvals required
tor filing a tanff petiton by refevant governmental entities, by mid 2016, under-
devilopment wind power projects, inctuding MGEL, were unable w apply for o tariffunder
the then prevathng uplront wril regime,

The preceedings for u new uptront il strted and o hearng was cadled by NEFRA o
discuss the now proposed uptront tartT. Yhe topic of i through reverse bidding was
also dhiscussed i the hearing, Afler approx, six (063 months, a reverse bidding tariff was
anmounced by NEPRA m January 2017 (Benclaark Tarilf Determination} with an
mstruction to the refevant agencies e conducr a competitive bidding process - an oulcome
ot was compietely unexpected, seainst the prevashing tarifl moechamsm and agamst the
spoa ol the power pohicy where thore were no solicited sites avaitable Tor soch brdding. 1
is worth ighlighting that the sites oo s hich bidding is being proposed hise 2iscady been
uliocated o dillerent projects thiat have conducted their own independent feasibility studies
on their sites — this make the ennire scheme a very unique example for compeniuve hidding

It has beerr over eleven (L) months since announcement of NEPRAs Benchmark Tanl?
Dotermination and subsequent mstruction o relevant agencies (o vonduet the bidding
Pracess. however, no mcchamisns Lo compenibive bidding has beon announced Lo date. The
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only aptinn available, which is an IPP's fundamental right, is to file a petitien for
determination of a cost-plus tarifunder the NEPRA Rules

The Pelitioner hereby pleads NEPR AL and through NEPRA other relevint stakeholders. to

ke @ view o this Project. the vinhiliny ef which hus been discussed in the nest sections
ot the Petition.

Reguest tor Deternvinativn of Tanft

Ak

I LOUhas been issucd by Diyreciorate of Allernative nergy, Anncex. A
Government of Sindh (includinyg amendments to the same)

2. Land for Project has been allocated by Gevermment of Sindh and land Annex. B
lease agreement has been signed

3 Imereonncction studics have heon approved and Power Evaceation Annex. C
Certiticale 1ssued

4. Project Feasibility Study approved by DOEGOS Annex. D

5. Environmental permit obtained from Sindh Eavironmental Protection Anncx. E
Agoney

6. Dinding LPC arrangement tor supply, construction, erection and Annex. F
commissioning of the Prajzct is ni pluce

7. Project debt funding has been arranzed and sponsors have commited Annex. G
Uic requited cnuity

5. Reyuest for sseance of Povwer Acquisition Reguest o Cenral Power Annex. H

Purchasing Agency {Guarantee) Liniled has begn submitled

Accerdingly, i is submitted thar the requirements of the regidatory process for applving 1o
NIPRA for the tarit] determimaiion o 30 MW wind power project of Master Green Pnergy
imited have been completed.

Submission

Pursuani te the relevimt provisions of the NEPRA Rules, read with the provisions ol the
NEPRA Act and the Rules and Regalations made there under; AND in view of comphance
by MASTER GREEN ENERGY LIMITED of the LOT in respect of meeling the
reguiremuetits of the same so as 1o be eligible tur opplication for g writlh Mas e GREEN
INERGY LISTED Sunsies Heewrrne before NEPRA, the comparent resulatory
authorily lawlully autharized to deteriine 1arift lor wind power gencration companics, for
its approval, a taritt petiion (the Tariff Petition} for approval of (i} the relerence
ceneration tarill (the Reference Generation TarilT); (ii) the Indexations and Adjustments;
HJ

t

(v} Adjustments ai commercial operations date: and (vi} other matters set out in this Tariff
clitiom. in each case, tor MASTER GREEN ENERCGY LIMITER’s 50 MW power

coneration facibity o be lecated al Lunshero, Sidh fthe Project). ‘

Coaven the advanee stage of the project, NEPRA s kidly requested to process e Taral
Petihon at the carbiest, thereby enabling MASTER GREEN ENERGY LIMITED 1o
procecd furthey with the developmenl procuess
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3 Exccutive Summary

MASTER GRUVN ENERGY Uimitid
Master Group of Induatrics _
somMw ) -
‘ hmshuro Dmnu “lllH Prowm.e of Sindh, Pakistan

,\[J() Acrcq

23 years [rom (m mercial OPLHHOHH Date

Central Power Pu Purch: 1sing Authority (Guarantee) Lilll]ltd {CPPA-G)

| Gamesa G114-2.0MW

166,440 MWh p.o. (Capocity Fucior: 38%)
Pawgrehing l fuadonge rll“lﬂCCHn“ Corpom ion Limited
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EPC Price ) 78.500
L Non-EPC & Project Development Cost ),UQO_
Insurance durine Consiruction 432
Fowncial Charees 2356
flultre‘s}j)uygl‘r Lanstructiom | ’wlO(L
\_J'HIHI Prn_&.f ( 031 (( H‘! \) RIAPS
¥ muhuu l L || Debt: Byuity 7523
‘ /| US$ 21.906 million ' |
i USS 65.718 million
E. g Foreign Financicrs.
s Islamic Corporation for Development of the Private Sector -
Locol Fincnciers
o Meezan panh Dhonted (MBL)
= - —— o — e -—_‘
| Local | Forcign |I
B PKR Ush f
- 15 years 15 yeurs _
- (02 vears 02 yeurs ‘
' ﬁ{_r.p.‘n nicnt | uui L Fowears i 1}_)-_&:1':; ] i
Repayiment I sullnnL\ ! ()Lmrln.rh | Quarterly ‘
L bnzerest Rate l\l]!()]{ 2.50% | LIBOR --

Powerchina Huadong lingmeering Corporation Limited
(LIS in "DOD)

| Yeurs - \ f-13 14—
Ao [O&M Cost | LO00 | 1,900
: Iusumnu Losi . 400 . —1()0_{
SN 711”.’." ()p('ruf.'u g (st - ] L?_({Tl o 2aent
o USg 7.2128 per ki - B

- Coneessio
P Ducument

¢ ¢ [nergy Purchase Agreement
» Implementubion Agreement
o Governmon of Pukistan Guaranlee ‘

. San. 1 Gase H“LI

\pl)ll\.‘lult ( t)l’

Policy Tn et e of Reneswable Eneroy for Powe: (nuumlum

Puhu - 1 2006
I ‘,l‘m_iu_utfll \r sorsiint Lahmeyer International & Renewable Resources (Pve) Limited . ]
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h In-house financial team
In- hmm fegal fenim o ]
Muajor Tusks Cumi_ﬂwi
Y Executed EPC Execuled term L Fovinomental |
& agreemuents sheet with Project nupact
lenders assessment
v I'casibility ¥ Wind Resource v Topographical
Study I Assessient Study Study
Y Transportaticn | ¥ Geo-lechnical v Ejectrical arid
Study Study study
v Desivo olwind 1 Tand Acquired

I'ioject Summary

Adter the suecesstul commissionine of a0 32 8 MW wind power preject under Master Wind
Frerey Limated, Master Group started development of o 100 MW wind power project.
mnml} Master Green Encrey Lunecd i the neighbaring district of Jamshoro: MOEL
completed alt requirements o the LOD i record thime aind was dhe et of ihe onder-
development projects to submit a complete weehnweal Teasibility 10 DOEGOS for review i
February 2016, Due to delays on the part of the power purchaser to issue grid data for
conducting a grid interconnection study. Master Green was unabie 1o complele that specific
ratlestonce. and was duly granted an extension ot the LOLup to December 22,2017 to allow
for complenion ot the same.

The Preject was nitiatly onvisaeed as oo osingle [x100 MW project, howeoon due w
Bniions of the grid capacity in Disiney Jamshoro, the Project was converted into 2x350
MW projects and will be developed in 1wo phases. This Petition pertains to the 1irst phase of
the Project. The LOT was duly converted on May 11, 2017 by Government of Sindh to give
citect to the aforementioned seheme.

Flee Frojeet Feasibility study eonduared By LAMMEY ER INTERNATIONAL with their
Locad partners RENEWARLE RESOURCES (PVT 3 LTD. subiunied in el s 2006, wis
sobseaquently approved by a pancl ol expens appointed by DOFGOS 1n (,]L[\l ver 2017

St the start ol die developient provess. the Project Conpany has conunitied funds and
rescurces o move the Project forwend wowards Francial Clase. In doing <o, 2 competent in-
Pouse wam was developed o consisted of Teval, financial and technicai experts,

PO Arrangement ‘

by November 20018, alter wssuance o1 e LOT for the Praject, the Project Compiny carried
wut @ competitive bidding process und Hoated the REP (o four (04) shortlisted internationally
renowned EPC Contractors and WG suppliers for award of a turnkey EPC Contract for
development of the Project. After un exlensive technical, financial and commercial
evaluanion  process, the  Project Company selected  POWERCHINA  HUADONG
ENGINEERING CORPORATION LIMITED (HDEC), as their preterred BPU Contracior
Consequentially, the EPC wus nitizled i January 2016 followed by execution v the turnkey
LI Contracts under an olf-shore tad vi-shore arrungement between MU and 1TDEC
February 2017,

WTG Technolopy

[he Project Company evaluated @ number of wind turbine generators (WT(‘\) available in
Pakistan meiuding the WTGs being offered by General Clecwric, Nordex, Goldwind and
Stenens Gamesa Renewabile Lneray (Gamesad After extensive cost-benedit analvsis, and

Levping moview the swtabiliny of the twrbmes for Pakisian and mere spesiticatly




AMastER Grbes Exeray Lisirren

L
L

3.2

3.2

v

Pl s Py rrioN

environment in Jamshorp, Gamesa®s CH4-2.0 MW model (hub height 93 m} was chosen
as the WG Tor the Project.

&M Arrangement

Adong-term O&M agreement {14 vees to cover the tener of the loan) wiil be agroed between
e Project Company and the Onuinal Equipment Manufaciarer {(Stemens Gamesa
Renewable Tnergy). The Q&M agreement is currently in the process of finalizanon. Based
on discussions with Gamesa, the Prajecl Company is confident that the cost of the O&M
structure witt be in fine with the Benclunark Tarill Determination,

Capital Struclure : .

e capital strucrure of the Prejedr B envisaged at 73:25 {(Debt Laqunty). The Project
Company miends © oblain 48170 ul the debt through facal financiers with Meezan Bank
Limited acting as the Mandated Lead Arvanger (MLA) for MGEL. The MLA has recejved
-principal commptments for the entire debt amount tom the focal debt market

Iy Fine with the recently enforced divecnons from State Dank of Pakistan, approximaaly
ST of the debt financing requarcd for the Progeet witl be arcunged thrasoh foreign
financiers. MGEL has signed aterns sheet for arrangement of foreign debt with Meezan Bink
imited on behall of tslamic Corparation tor the Developrient of the Private Sector 1CH).
The signed tenn sheets for the Bnuncng of the Project are attsched o the petition gz
Annexure G, Master Gronp wit! fond 100% ofthe equiy requircments of the Project through
s own cash flows

IXev eatures ol the Project

Anonest various other factors, the foliewing wre proposed as key strenyths of tic Projecr:

Tarill offercd by MGEL lower than NEPRA's Benciimark Tariff Determination:
Threugh the concerred efforts of s sponsors, the Project has been able to achieve a tarit!
that is even lower thanp the competitive bidding tarill offered by NEPRA through it
derermination earlier this year, However, singe the delt equity ratio (80:20) envisaged under
e Tenchmark TarfT Deterrination et spread on LIBOR (425bpa) 15 not accapiable o any
loreren Hnancier. MOEL had o propose oo based oo debt equity o 75705 alone with o
spramd ol 130bps over LIBOR resuiting oo taeifl which s sfightly higher than the
Benchmark Tarlf Deatermination. Maintaining the debt: equaly at 80:20 and spread over
LIBOR at 425hps. MCEL s tarilT comes 1o US Cents 701837 kwh whieh s LIS Cents 0.2050
SRW T Tower than the Benchmark Tart!t Delermimation as applicable for @ project having
Jocal: Torcren debr mix simidar i that of MG :

Pover Purclusier nat requived to hinld additionad substation for Grid connectivity of
the rojeet: Unblike ol oy wivd posar progeces currenty ander dovelopinen MGEL does
noi require the Power Porchaser 1o construct o new sobstaiion to be able 1o connect 10 the
National Grid. MGEL is locawed only T3km away [rom the 132/220/3005kV New Jamshore
seid siatton Ay part of MGEL s ioterconnection gtady a variely of opfions swere considercd
eor connectivity inctuding conneching 10 the () Otd Tamshoro (132KV) arid station, () the
Newe Tamshoro (132/220300RV ) orid stion, (g the crreue rannng between €04 Jamshorp
t New Jamshoro, and (iv) the cireon between Old Jumshoro to Nooriabad erid siacon, The
! decision, o8 proposed by NTHC . was o conneet MGEL throtieh oprios (0] e on the
cireull between Old Jamshorp 1o Novriabad - a distance of onby 7 between the proposed
intereannection point and MGEL substation.

It is highlighied that while cach-of the other upcoming projecis are dependent oin the New
Vi dhimpir 11 (220KY) grid swon for thel connectivigg tothe, National Grid, i such pre-.
| reyiisites existin the case of MGLL T P '




325

3.2.6

MASTELGREEN ENERGY LIMNITED L TARIFY 1’5 FIFION

Projecl Company initinted a competitive bidding process to sclect lhe EPC Contractor
[or carrying out construclion on a turn-key basis ot the wind farm PrOJELt A Request fer
Proposal (RFP) stating all the technical and commercial requirements for 4 state of the art
wind farm in Pakistan was floated to four (04) shorthsted world renowned EPC
Contractors' WG Supnliers 1o hid iy the development ef Lhe project on a turnkey basis.
Afler detailed evaluation of the Techuical Bids submitted by the bidders, enly those bids
were selected for financial and commerciul evaluation that passed the technical requirements
of the REP Afier an extensive procurement process Powerchina Huadeng Engincering
Cooperation Limited emerged us the most responsive contractor with the most bankable
commercial and technicat package,

Exceuted EPC agreement with G praces: After detiled negotiations with the setected
Dider, definitive and legally binding LPC agreements were sigined between the partics in
FFebruary 2017, The contracts include mulliple warrantes and guarantees o safeguard the
interests of the spensors and lenders and to cnsurc high pcrformame for the life O’r lhe
Project.

Stite-of-the-art Wind Turbine — Gamesy G1U14-2,0MW: The 2.0 MW Gamesa platform,
with over 20 GW installed capocuy in 34 countries, bases its technology on speed control
and variable pileh, meorporanng the fitest technologics in order Lo oblaim o i hnwnn wind
crergy capture with the greatest efficiency. With anew [ldmrotor and 2.0 MW raled pOWer,
the Gamesa G114-2.0 MW is the new Class [ model for the Gamesa G9X-2.0 MW
patlorm, one of the most successiul in the industry, having availability Tevels well above
08%

Projert Site — Jamshoro: MGEL's 3¢ MW wind power prejeer s located in District
Tamshoro, Sindh, that is towards North-Fast of Karachi. The Project shie aren s af 300 acres
and was idemified by the sponsors Lo athcation from DOEGOS Tor the Project Compuny.
the Karachi-Hyderabad Motorway (Super Highway) ts the connecting road 1o the Project
sHe,

I'be aeneral area of Jamshoro is classilied as semi-desert area, consisting of flat and rocky
rerram with an clevation of 40m ta 30m above sea level. The vegetation is sparse and mostly
cansits of smatl, shrubby bushes, which do not present any major obstruction 1o the fluw of
wind, The arca s also very sparsely ponuluted. These vwo factors make it o wdeal Togaon
tar karge wind larms

Commcrcially Hnadized forcign and local financing structure: The Project Company has
{inalized the commercial term sheet for arrangement of local financing for the Project with
Meevan Bank Limited. Foreign financing will be arranged through Meezan Bank Limited in
coliaboraton with the Isianue Corporation for the Development of the Private Scetor ~ the
private sector development arm of Islamic Development Bank.

Promotion of Local Manufacturing Industry: In an attempt to play its rele in achieving
the national objective of creating employment opportunitics, developing local industry and
enhuncing technical skills in the renewable cnergy scawer of the country, the Project
Company has ensured that the TPC Conuactor promotes the local imanufucturing induslry
threuuh ransfer of technology,

Steong Praject Team: The Projucr Comapany hus congsged Teading consuitanis as pruject
advisors who hive played o key role i the developiment of wind energy secior in Pakistan,

Latmeyer International &
Renewable Resources (Pviy Limiwed
Pakistan Alemative Engincering Services (PviLy Limited - Sutd and Geotechnical Dxpent
PPonwver Planners inwrnational - Gridd Study Coasuliants

- Technical Advisars
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I'he project advisors are presently also advisimg various stakehelders in other Wind 1°P°s and
are piaving a pivoldl role m the consumninion o most of the upcoming prejects in the
acdustiy.

32,10 Financinlly Strong & Experienced Sponsors: Master Group is one of the most dynamic
and leading business groups of Pakistan. Having an annually increasing group turnover of
more than Rs. 30 billion, the sponsor is commitied to playing its part in the developmenl of
Pakistan's various sectors.

The Group has extensive experivieee in developnient and  operations ol complex
mmuiacturing facilities and piants. Al miuticturing facilities currenily in operation in
Master Group were developed on @ non-turnkey basis under the direct supervision vl the
sponsurs. Fach ot these facilities were completed without any cost overrun and within the
tie lrames envisaged for development of 1he same. However, keeping 1 view the struclure
adopled tor development of 1PPs in Pakistan. the sponsors had opted for development of
their first wind power project namely Masier Wind Energy Linited on a wrnkey TPC basis.
Chis has allowed the Sponsors 1o wain first-hand experience in develeping prejecis based on
an LI structure

TN Ea
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4

The Project & Key Considerations

4.1

Rationale for Wind Power

Pakistan's Current Electric Power Shortaee

Pakistun currently has 28089 GW of nstalled capacity for elcctricity generation.
Conventional thermal plants (oil, natiral gas, coal) account for 65.50% of Pakistan’s
capacily, with hydroelectricity making up 28.04%, nuclear 3.10% and rencwables
contributing 3.26%. The current installed capacily is expected Lo reach 33.776 GW by the
year 2021, The current installed capacity of wind power in PaKistan is 730 MW and another
430 MW is currently under construction, hence making the total installed capacity of wind
power 1o be 1180 MW ny 2018, Therctore, the share of wind power is sull tiny in the overall
mix despite major progress being made by the sector i the past eouple of years.

Pakistan's huge cnergy crisis i jeopardizing its cconomic progress and social development.
Fhe major reasons for the energy crizes are the luck of investment in power sector, non-
development ol renewable enerey sector e, hyvdel wind & solar etc. and the depleting oil &
ey reserves. [0is mperative for Pakistan to look for indigenous/cheap criersy resources for
sustatnable wrowth through seli=relime..

(One of the utilizable resources i the short term is wind power generation. it has a proven
rack record globally and is recognized as a commereially viable technelogy. With over
130,000 MW instatled capacay around the globe and over 36,000 MW ot installed capacity
in India aod China alene, the case [or development of wind energy in Pakistan is very strong,

Wind Power Projects — A Natural Choice

"o ensure a sustainabie energy Tuture for Pakistan, it is necessary that the encrgy sector be
accorded a high prierity. it is considered that wind power generation could become a
sigiificant and rehable contributor 10 Pokistan's clectricity supply in the near future. The
development of wind generation prejects supports the environmenta! ebjectives of the
Gevernnient of Pakistan by

(i) reduciog dependence on iepurted Tossit fuels for thermal power gencration:
(b} mereasing diversity v Pakistan s clectriciy generation mix;,
() reducing greenhouse wis cmnissions through the avoidance of thermal power

ceneralion: and
() helping in reduction o the exurbitant e delicil.

Wind Tariff at an all-time low

Phe corrent tarifts of wind power are atan all-time tow in Pakistan. The graph below shows
the histerv of wind power taritfs sence rhe start of the uptront tartl regime:
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Levelised Tariffs for Wind Power Projects
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Wind Tariffis cheaper than other techinologics

The wind turilfs are even lower than cach of the newly constructed / under construction /
under pipcline projects of Hydro and Coual. Moreover, the Coal and [.NG tarifls are not
expecied to come down in future due (o Tuel charge whereas the wind power tanft does not
have o fuet charge ot all. With regards to the emerging LNG, the tarilTs are cosmictically low
al the moment but these are subjedt o escalatons on the LNG price in fuwre, which 15
detinitely expected 1o rse

Tl following computation s ol ithe tarifls detenmined for various technologies by NEPRA:

_ _Teehnology Du,&-c “rb—.“n“ Levelized Tarifl

: Foreiwn Finaneing:

! 73350 USc/kwWh
Unfront Thar Coal S .
. Local Financing:

74197 USc/kWh

‘ 330 MW ThalNow .
330 MW Tl ova 835015 USe/k\Wh
‘ [har Coal

w 330 MW Thar Licrey e
Themmal Coal | 1 har Conl $.5015 USukwh |

330 MW CMEC !

| Kallar Kahar 3.2082 USc/kWh

\ LocalCoal - v

| 350 MW Siddique Sons _

| (oD SISO g 508 e

GO0 MW L

‘ (Locul Coul)

! 1320 MWV Saduwai Coal

! (mported Caa) 8.3601 USc/kWh

92700 SR W

Thermal
RILNG

1150 MWW Bhikki 6.0044 UekWh
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’ﬂ_ [ 230 MW H%vch Rahadar
; Shith

611435 Usc/kwh i

1223 MW Balivki

6.1223 USc/kWh

1263 MW Punjab | hermal
(Tariff approval I'P)

6.7294 USc/kwh

[ 720 MW Kuron Power 7.5746 USc/kWh
| -
‘ 870 MW Suki Kinar 8.8145 USce/kyWh
7f:‘_0reign Financing:
. /kWh
‘ Upfront Small Hydro 81602 Use
Hydro (Low Heud)

Local Financing

! Lipfront Smnll Liydra
‘ (1 ligh Head)

106857 USc /kWh |
Foreign Financing |
7.4719 USc 'kWh

Local Financing: |
9.8048 USc kWh i

Wind Benchmark Fanft

Foreign Financing:
6.7467 Rs./kWh

lLocal Financing

| 7.7342 USe/kWh

o Tarift Use/kWh

A

Avg Coal Avp. RLNG Ave. Hvdro Winl

IF1ied Soeree

The tanibf of svind 15 inone partand i~ conlinuously deereasing over the life cvele. The tardt
of tharmal plants 15 10 bwo parts. wlcem 70%5-80% of the tolal tacitt goes in tucl cost — a
component that is expected 1o rise in future, The tarilfs of thermal plants are expected to rise
and will become practically unalfordable duc to increasing fuel cost.

Wind Power has more uscfulness wien Base Load is seeatredd
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The Petivioner is hopeful that the country witl averceme the power shortlaits theed in recent
vears and achicve security of basc lood soon. It is pertinent o note that sind power
oepcration becomes evel more usetul in coses where secure base load is available. The
cheaper electricity offered by wind projects can be utilized as much as ‘possible when
avatlable and demand m low wind period can be supplemented threugh base: !md plants

TarifTs Tor ali base load plants are zplit between the Capacity Purchase Price (CPP-fixed
costs) and Enerpy Purchase Price {EPP-{uel costs). Most of the base Joad plants have un EPP
component (excluding capacity charge) higher than the total wind tariil. ["hp_l’g)wcr
Purchaser (anpd as a result the consumers) can realise significant savinus by replacing
espensive base load plams with wind power generation in high wind penods. It s also
important 1 highlight the fact that figh wind periods in Pakistan coincide with the highest
demand periods (summer months). In low winds, the wind power plants can continue
disputch of this cheaper electriciiy wihe extent generated and rest can be met from base load
plants. The Petitioner frmily helioves ten advantages of having wind power in H!L M
(including cost saving in weneration of cleciriciy) cannot be undenmnced

Suusinability of Power Sector — Nved to look back in history

The presumption that Makistan will overcomne its efectricity shortfall due 1o current prpeline
projects, therefore no further expansion in generation capaciry is required can prove to be
tata] for Pakistan in the vears 1o come. 11 s important to highhight thar a similar situation
existed atter the Thermal 1PPs wore constructed under the Power Policy of 2002, It was
expected that Pakistan will gencrsie surplus clectricity by 2005-06 and the Planning
Commission of Pakistan was initialing plans to export electricity to vur neighbours. No
material gencrutinn plans were developed during that time peniod and the country’s
gencration mix became heavily dependent on imported fuel based thermal power plants. As
avesuin, Pukistan was one of the fow developing countries during last one decade that
experieneed erippling electriciy shoctialls of as much as 8-10 hours per day in urban areas
ani 13-13 hours per day i roral ireas, The main reasans for the encrgy vosis afe brielly
susmnirised helow;

v The heavily miported fuch-dependent encray mix collapscd on a huge scale when (1) oll

prices across the world shy-rocketed, and (2) the PKR-USD parity wem sky high.
Cieneration ol clectricily from thermml sources became extreinely unwviable and the
country was unable able to operate its existing thermal plants at full capacity due to lack
of capacity 1o purchasc imported tucl

e lLocal gas reserves were over-oaploned and nled 1o meot demand requirements,

especiafly duriing the winter moathse Bither gas power plants were required o be shu
dowiy or supply of gas o other seatars (ndustey, ransport, domestic) surlered.

@ There were no power projects m the pipeline that could srart contributing on short notice

and replace the then expensive thermal sources.

The dynamics of the pawer sector are such thal new pewer projects cannot he planned and
noplemented overnight. Atter an oxtensive feasibility and planping stupe, prospective
developers are required 1o atract the refevant stakeholders who will develup projects
inciuding sponsors, lenders. supplicr wand contractacs. Vypically, developrnian ol baweh of
projects from the LOT stape LI commencement of commercral operations, takes
aprroxnnately five (03) years; for Lirge hvdro projects this period may stretehi to up o 1en
{12) vears. These tunings are r.vudunl in each development era of the power sector in
Pakisian

Another factor that most be loghlichicd s that demand for efectricity is constunty expecled
1 dncrease. Current demund forcensts Jor Pukistan are based on the suppressed dennd tha
esists during a power ertsis. Futare demand Torecasting should not merely account for the
murease in demand from existing consumers: rather, it shoutd also account lor consumption
of clectricity from other sources (ke electric trains, electric buses, public infrastructure,
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rural clectrification, electrical heating vie), which have contributed to the aceclerated
dovelopment of western nalions when they had more electricity than they require. 4 Key
chanpe being noticed globally is the ntave towards clectric autamahiles; with the
sanentan picking up it is expected thot traditionn! peirol based cars will no longer be
avetélabie in the coming decade. This on it _awee oy the potential lo throw cnrrent
veaeration furecasty anr the windo

Pue to the aforementioned lack of perception, the reaction to the energy crisis vould only
hegin once the country was already in 4 state of emergency. After more than a decade of
crippling shortfalls, we are finally at a point where the shortfaits can be overcome. A
conservative approach toward setting upy of new prajects from now onwards is completely
contray 10 e lessons learnt from the pust. Fins applics 1o wind power projects in particular,
shilchwre even cheaper than many bise load plants tiar are currently being consructed. The
countiy s pesition is extremiely volnerahle because the up-coming power plunts wre largely
operating on imported fuels where the cost of fuel and exchange rales have a roic to play
during their entire life. On the other hand, wind is cheaper than these sources and does not
have such cost escalations. The wind industry needs continuity so that cerlain rate of capacity
addivion continees o ensure a more balinced gencration mix based on our couniry’s
indisenous resourees

Wind Power has oo teclinica! eliillences on the Grid Systemn

Very recently, NTDC has granted Grid Interconnection Study approval 1o wind power
projects totalling 1224 MW thercby esiablishing the technical capacity of the grid 1o sustain
these prejects. There is no instability weused by imegration of these power plants i the
nuional grid. The timing of these plunts o come inlo operalions ts also m-line with NTDC s
phns oomake the required infrastructure for then, '

[0 is wonh recognising the handsome eflot inade 1o undertake a wider study, tunded by
LUSALD and conducied by renowned international consultant [ntec Gopa ot Gennuny, m
order w verify the tlechnica! viabihity of additional wind and solar capacity in Pakistan. The
siudy concluded that 1731 MW of wind power capacity could be instatied by 2016-2017: of
which u o] ol 300 MW is vuu to be insialled, Morgover, the same study also coucluded tha
g cumlaiive SA53MW ol wind (3724 MW in addition 1o the 1731 MW) can be integrated
e the geid systerm by the year 200020 o later, without destabilizing the national gnd
switem. Far a clear understanding, 1224 81W upproved by NTDC in the form ol grid studius
5 300 VW out of the 1731 MW (Spor Yeur | — 2016-17) and remamder 724 MW ourof
3724 MW (Spot Year 2 (2019-20) or Tuter), il read in the context of Gopa reporl.

Tiwe Period for | Camulative Cansleucied /| Pipeline Capacity Cunasulative .

RS HTA ol | Phuined S e Clanil ] nut awarded) Avuilable fnr
: Cperaliuns Capadity 1 Constructinn fustiner allocmion
! (GOPA Stady £ | Capaeiny !
L NTDC Phans) e s o
NPl Yo b | 1731 MW ‘ [ 251 M1 MW T O
M e-1T) LTS I-1230)

DSpor Year 2| 5433 MW \ UMW 12241 MW 3000
C(2019-20) - (3455-1231-1229)

i view of the above, it is a erime fo ivnore these efforts and under-wilize the capaciy
aviilable tor wind and solar projects. The 1224 MW plan should be put up richt wway as
Uiere oo teehnical challenye inis wollwithin thie studies & plans and wind powern s cheapes
than wiler evartable option

There is no reason (o say NO to Wind Power

Plhsterconneetion of 12240 MW of inahie-pipebine s poneer projects s already been approved be NTRC
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There is no doubt regarding the benefits of adding wind power capacity to the energy mix of
Pakistan, as summartsed i the preceding sections. 1L will be extremely detrimental for
Pukistan as 2 whole to 10se out on the benehits of wind power while dehating 1ssues such: as
the yuuta of wind puwer, commentin oicihe wand Lari M values (which are atan afl-time low)
ete. The putential of wind resource in Pukistan. the lower tarift for wind power projects and
the short construction period (typreally 13 months for a project) all make this technology a
strong candidate for promotlion and inclusion in the energy mix. Every single unit of
clectricity generatell by w wind power praject will reduce the burdea faced by the nutional
excheguier from genertion throaeh other foreigu fuel dependent sources.

The International Statisties of Wind FPower?

Un order to further understand where wind power can extend itself, it is very important to
observe the growth trends of wind power i the world and the massive deployment taking
place every year ail ucross the glebe, while we are stiil struggling against barriers.

The worldwide wind capacity reachod 150486 MW by the end of June 2016. out of which
21704 MW o were added in the tirs sis mromths of 20060 This increase is simmilar hke in the
Resthalf ol 2015, when 21.6 GW were added Al wind turbines mstalicd worldwide by nud
2016 can venerate around 4.7 % of the world's efectnivity demand. '

The global wind capacity grew by 3% witinm six months {after 5.8 % in the'same period in
2015 and 5.6 % in 2014) and by 16.1 % on an annual basis {mid 2016 compared with mid
20150 :

Ia the second half of 2016, an additionsd capacity of over 40 GW was installed worldwide,
which brought new annual instalbutions to ot teast 63 GW.adding just 1.3 GW more than m
the previcus year, The total mstalled capucily of wind globally was 456,486 MW by June
2016,

The Tollowing figure shnws the irend in increase in global capacity in last years.

Total Installed Capacity 2012-2016 [MW]
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The Counury wise installation of Wind Power nll June 2016 is shown in fizure below
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4.2

4.3

wWorld Class EPC Contractor; Firm EPC Cost and Constructivo Period

The Project Company has execured o fixed-price, turn-key, non-escalable EPC Contract with
Pewerching Huadong Enginecring Corporation Limited (with Gamesa 2.0 wind nnbines) for
developrent of the MGLEL project. with ampte guarastees and warranties hudlt in for
prowcetion of the lenders and cquity spimsors

Selechion of HDEEC was based on the competitive bidding exercise carried out by MGLLL in
Noevember 2013, The sponsors of MGEL have had an excellent working relationship with
FILEC through construction of their first 50 MW wind power praject, Master Wind Energy
Limited (MWEL). it is pertinent W mention that HREC completed construction for MWEL
in record time, despite significant deloss onthe part of the Power Purchaser in completing
the inercennection facilities.

[ addition te the EPC Contract, ML will enter into o fong-term Q&M contruct with
Gamesa, the wind trbine supplicr, w0 ensure smooth and uninterrupred operations: and

protection for the entire term (13 vears) of the foan,

P C Contractor and WTG Selection - The Competitive Bidding Process

T he Project will be developed under o fised-price, wrnkey EPC Contract, as is castoimury in
project finance transactinas, With an objective of setting up its Project in complivnee with
the highest standards and, ireer afic o sclect the most efficient and refiubte wind turbime
seneralor (the WTG) suppher wnd cngmmeering, procurement & construction (EPC)
contracror far i1s Project, the Project Compuany conducted thorough research of various W1G
supplicrs and EPC contractors in the plobai wind industry.

B9 )
fad
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In October 2013, MGEL issucd & KPP w renowned EPC Contractors shorthsted by its
technical advisors for the Project Proposals were received in November 2013 from the
lotlowing world-renowned EPC conlruclors: :

I. Powerchina Huadong Engincering Corporation Limited |
2. Nordex Encrgy Gmbh

3. Vestas Wind Systems A/S

4. Descon Enginecring Limiled

Following detailed review of the proposals, the Project Company and its advisors analyzed
the risks associated with the exceution ot the Project on the basis of the bids received.
lLengthy discussions were held with consultants, advisers and prospective lenders of the
Project for evaluation of the proposals and for structuring of an EPCarrangemens that would
notonly benelit the Project in s timiely completion inaccordance with the highest applicable
standurds bul would afso enhance hankability of the I'roject.

The Tirst round of discussions was held with the bidders to seek further clarifications and
nevotiate the commercial aspects of the Project. After completion of the cxtensive evaluation
provess, Powerchina Huadong Cnzieening Corpoeration Limited {HDEC) was shortlisted as
the preferred bidder. An EPC Contract was initinled between the parties in Junuary 20162 the
same was 10 be executed upon conlirmation from local regulatlory auhorivies on the way
torward for development under the then prevailing upfront taritt regime; however, this
contirmation never came and the upfvont tariff expired. The Project Company continued to
want for the new uplront tari ff which also never came. ‘

Fhe non-conducive environmen throughout 2006 did not permit the Project Company (o
reburn fo the nevotiating table Tor finalizaon of the EPC Contnicl. However. the issuance of
the Benchmark Tarift' Delermination wuve hope that things would once againsi slarl
progressing towards development ol Wind IPPs. Taking note of this the Project Company
imimediately commenced negowation for the EPC contract, and the EPC Contraci was
Bnalized and executed in February 2017

MGEL and s techinical advisors also shonlisted various technelogics and WG vendors Tor
its wind lirne A number of WG epuans were considered including

Lo GE 17 MW

2 GW23iMW

3. Gamesa 2.0 MW

4 Nordex 3.0 MW

50 Vestas 33 MW

Aller a compiete, site-specific Energy Yield Assessment, the Gamesa G114 2.0 MW turbine

hus been selected as the WTG ol chioice. A lurn-key O&M contract {or provision of O&M
services for the fist thirteen vears of operations will also be signed wath the WTG supplier.
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The Selected EPC Conlractor — Powerchina Huadong Engincering Cooperation
Limited

As 2 result of negotintions and propasal evaluations and thorough duc diligence, Powerchina
Hoadeng Engineering Cnoperation Limiled was seleeted as the EPC contractor for the

Progect at the conclusien of the compeitive hidding process.

HDEC hus extensive on ground expericnce specific to Pakistan and has to date, successfully
execured the engineering, procurement and consiruction of around 180 MW of wind power
projects in Pakistan. A Turtber 300 MW of wind power prejects are currently under

construction by HHDEC.

Phe Torn-key PO Agrecnent

Given the past experience of BDLC in the Pakistan market and the conunually changing
dynantics of the sector, negatiating the FPC Contract with HDEC for incorporation of
changes required by the power purchaser, the grid operator, local regulation, ele. was a huge
challenge for the Project Compuny. Following intense negoliations belween the parlies, @
Jdelinitive and legally binding turn-key EPC agreement (comprising of an (1) Agreement for
Procurament and Supply of Equipment (Offshore Agreement); and (2) Acrcement for
Engineering and Construction (Onshare Agreement)) (the EPC Agreemenii) was executed
in February 2017,

The EPC Agreement is based on Powerchina [luadong Engineering Corporation Limited,
bemg the TPC conracter whereby it shall be primarily responsible fur the overall
niagement, coardination and implenwentation of the Project. FIDEC will huve aceess to ts
international technieal resources and parts distribution networks and has agreed 1o commn
the swme to the Project as parl ol s obligations set oot in the EPC Agreement. As te lead
turn-key EPC contractor of the Preject, HDEC wili provide its performunce guarantees
backed by bank bonds for a periud of 1wo vears following commercial operations date — thus
minhmizing the wehnical completion risk of the Project for o period even beyend commercial

apeititions Jate,

T Frojeci, Compail
“cout (thic Fifm, I:.PCC()S!)‘agJeed with HDEC jo;(ievqfopJJgC)

Lrojge

shionblyys st 1 NEPIRA chrg{[f?’éh’tft)ﬂ baﬁcd’ on il i EpC:

PFowerehing Huadoeng Engincering Corporatinn — An Introduction

Powerching Huadong Engincering Corporation Limited (Iormerly konown as Euwst China
frvestizgation  and  Desipn Instinete), s 2 multi-specialized,  nterdisciplinary  and
comprehensive international engincering corporation. The compaiiy was fvundad 10 1954
and has its headquarters tn Hangzhou, HDEC has its branches in Sichuun, Chongging,
Fujian, Guangdoug. Nangxi and Yunnan, as well as its overseas branches and subsidiaries,
such uy tn Vietnam, Thailand, Indoiesia, Pakistan, Turkey, Ethiopia, Kenya, Nigeria and
Costa Rica ele. The Large Dum Safety Supervision Center under National Fnergy
Adiinisiration is st up by HDEC

HILEC operates in body domestie wind hiternational target markets, devoting wself to three
natin engineering ields  (hydropower & renewable enerpy, urban construction &
cnvirenmental enginecering, dams & infrastructure safety), and three main business (design

& consultancy, EPC contracting and nvestment). HDEC pessesses the capability of

providing systemane solutions at every stage of the develepment process; throughout the

resonree wlentification, planning and design, imvestment and lnancing, srocuremend

25
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manugemenl, construction management, and operalions management e, and has the
muodern manigement structure compatible to s undertakings.

Sicnrens Gamesa Renewable Enercy - OEM und Q&M contractor

A turn-key O&M comtruet for provision of O&M services for the first thivleen years ol
operations will also be stgned with the WTG supplicr. Sieméns Gamesa Rencwable Energy
{formerly Gamesa Corporacion Tecnoldgica) is a Spanish manufacturing company
principally involved in the fabrication nt wind turbines and the construction of wind farms.
With 22 years' expericnce in the wind industry and more than 35,200 MW installed, Ganwesa
iz a global technalogical leader in the wind industry, with a fooiprint in 55 counrigs. s
comprehensive response includes alse the wind turbine's operation and maintenance
services, that manages Tor more thun 22 GW.the company has productivn ceitres in the
main wind markets: Spain and Ching, as the globai production and supply hubs, while
naintaining its local production capacity in India and Brazil.

Technology & Equipment

Technalogy Seleetion Criterin

I'he technology selected for the Project has been sclected alter detailed analyses ol various
power generalion technologies uvailable internationally for the purposes of power generation
through wind. A range of technologies were reviewed by the Project Compuny for wind
power ecneration, which included, inter uha, synchronous or asynchronous gencrators z%nd
seired or geartess WIGs Vanous fciors were considered in sclection of equipment and
taehnolovy wineh included:

(a) equipment to be of latest technology, megawatt class and bigh cffictency;

(b compliance of the proposed WTG with Tocal wind conditions in Pakistan:

() references and experiences of the wind turbine manufactrrers under simalar
cnvironmental conditions (v iemiperature, wind farm size, aren),

(e} suflicient track record of the wurbme type:

(o) cost ol equipment 1o be competitive;

() commitment @ the market: willingness to ecommit to Pakistan market;

{h) cnergy output with warranied pawer eurve and performance wananty;

(1) grid eompatibility: and

{i suitability of operation and minntenunce concepl for the size and focation of projects

with suitable avadabi ity ot spare parts, constmables and mam components.
The Sclected Technuvlogy

After a complete, site-specific Energy Yield Assessment the Gamesa Gi14-2.0 turbine has
been selected as the WTG of choice:

i‘.\l;\NL!l",\(,‘TURER | Sicimnens Gamesa Renewuble Fnuru\'jy L
AVIND TURBINE GENERATOR. | Guimesa G114 2.0 MW

Hup HEWGHT 2im o
NUMBER OF TURBINES 25

TOTALINSTALLED CAPACITY | SOMW
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The G114-2.0 is the Jatest versien of the tried and tested 2.0 platform of Gamesa and has
inherired muny of the technoingics developed aver the last fifteen yeurs forthe 2.0 MW, Key-
features melude: :

o livdier vield: Wil aroter diameter o1 [, the G1EA-2.0 has a 38% jarger sweplarea
than previous versions of the 2.0 platformy and produces over 20% more cnergy
annually. The larpe swept area allows i1 1o gencrale more power even at relatively low
wind speeds. muking it an wieal turbine for the Pakistan market,

o Neffers adupiabiling to the rerromn, Gamesa active yvaw system ensures optimuon
adaptation 1 complex terman and its Aerodynamic design and the Gamesa NRS@®
contral syslem mininize noise cmissions.

o frixrefiuble: (1) as itis a further development of the 2.0 MW turbine class, which has
proven itself hundreds of times all around the world (2) as all components are supplied
by renowned certified manuiacturers, thus guaranteeing their quality, (3) as the rotor -
blades undergo stress testing bevand the design limits and are subject to regular
extensive material testing, (43 ay the high aluminum content in the tip acts as an
extraordinarily cffective Hghttany receplor, and (3) as prid complinnce s based on the
proven electrical and mechantcal madel mplemented in the range of 2.0 platiorm
products

[t is hizhiighted thar Master Group (main sponser) expects the EPC Contracior Lo ensure the
highest levels of workmanship and compiiance with the most siringent ot standards emploved
mternationally for development of wind power projects in development of the Project so as
o ensure that the Projeet 1s not sulsject w uny operatiunai issues during the Jite ol'the Project.

The LPC Contractor, in opder o comply with the Sponsors requiremients selecled various
renowned manufacturers for procurement of all equipment (electrical and other BOP
equipiment) to be imported for the Project. To ensure the highest quality along with cost
efficiency, the Project Comipany has clected i procure equipment fromt renowned Furopean
companies eniy, from their respective manufacturing facdimes in China.

The Site

Land Allvcation :
MGEL was allocated suilable land by DOQLEGOS in Geth Dehson Walhar, District Jamshoro,
adjacent to the Super Highway in Janvary 2016, The Project Company forimally signed the
Lindk fease agreement for fand measuring 500 acres, in October 2017

Accessibility

District Jamshoro borders Dadu to the aenh; w the cast, the Indus separates it from Nawab
Shah, Malyari and Hyderabad districts; Vhata distriet lies to the south, and Karachi district
10 the south west; to the west, the Kheerthar Range separates it from the Sindh and Lasbela
district of Baluchistan. Jammshoro is accessibic via the Super Highway which runs berween
Narachi and Hyderabad,
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Grid Inlerconnectian

Alter @ thorough Grid Intercennection Study, the proposed inlerconnection point tor the
Project is the 132KV smale circait besween Nooriabad gridd station and ol Famshoro grid
stution. The Project is located u mere 7hin trom the intercammection poinl aad ninunusn
mvestment intrastructure is reguired for connection of the Project tathe nitional grid.

Lopgraphy

Fhe veneral arca of Jamsharo s clissihied as semi-desert area, consisting ol tlat and rocky
terrant with an clevation of 40m o 30m above sea level The vegelation is sparse and mostly
consists of small, shrubby bushes. winich do not present any major obstruction o the flow af
witd. The urea is also very sparsely populaied. These two Factors make it an ndeal lecanen

o wind Tarnn

Climatic Conditions

U climate of this arca is charactersed by Huctualing temperatures and scarce rainfall. The
sucemaors (May 10 September) are {101 wand humid with average temperature ranging bebween
ReC o 37-C, with a high of 43=C. The winters (Novemnber 10 February) are pleasant with
aversue tetperature in the range of 1350 w0 23=C, In July and August, the regton nsually
eaprrivneas the summer monsoon. chnracierssed by spells of tong, heiavy riantall,

Power all-ralie & the Governniens s Pakistan’s Iniplementation Azreemgud

-

Phe cleerrieny gencrated through the Project will be seld to Central Power Purchasing
Acwney (CPPA-G) (the Power Purchaser) pursuani Lo the encray purchase agreement (the
LAY which in tuen will distribrac aod modistate the clecrrieity gencrated by the Project
Choanpany.

By Trtherance o the Governmenn o Pakisian™s madel for setanyg up APEs a Falistan, the
Project Company will also enter e an haplementation Agreement (the 1A) with the
Government of Pakistan i respeet ol ihe Praject. The TPA will be finalized and exceued
by aad between the Project Compuany ancd the Power Purchaser and the 1A will be Ialized
and coecuted by and berweeen the Proged Company and the Goveroment of Pakizian, s cuch
case, fodlowing NEFRA S approval oiihe Project Company™s 25 veurs Reference Goaerition

Fardit the grant of o senevation ooy the Project Company and the issiaence ol the LOS,

Esvinarep Oerre
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The Projects techuical vonsultant Lahmeyer Internalional und Renewable Resources carried
oot detaried investigatons 1o estimute the encrgy production of the Project based on djfferent
WT(s. As a resuelt af the investigations (specified below) and cost-benefit analysis carried
out by the Sponsors (as claboruted 1 Section 4.3 and Seetion 4.4.2), the Gumesa G114 -
20MW WTG wus selected:

(1) the selected equipment:
(b) the Site conditions; and
i) MiCrosHing.

A summary of the resulis for the selected WG are providad below:

GROSS. CAPACITY 50 MW |
NET CAPACITYFACTOR | 38%
ANNUAL ENERGY GENERATION " #| 166,440 MWH p.a.

PROJECT COSTAND CAPITAL STRUCTURE

Bused on the asstanptiens contained i tiis Taritt Petition and 10 hight of the propesed
discussion contained in Section 5 (Preject Cost and Tarift), the proposed Project cost 1s
EISIDSE7.624 million (United States Duliars) (the Project Cost).

The planned linancing of the Project Costis by:

(i) 23% cquity (the Equily )y und

(bi 75% debt (the Debt).

NMAIN SPONSORS = MaSTER GUOLY

Muster Group, the main sponsor of MO s one ol the most dynamic and drverse bustness
croups of Pakistan. The Sponser sizsted ws operations by enfering into the bedding industry
b 1863 as a hicensee of Bayer A.G. (Germany) to manufacture foam mattresses 1n Pakistan
and hecame a proneer in the bedding industry.

In the vear 1988, the Sponsor eatered inte the manufacturing and supply of automaebile
interiors mcluding seats with reclining mechamism and assembly, roef headlining and door
trims to renowned OEMs such as Lo Tovota, Suzaki, Nissan, Dathatse, Hine and Velve
andt today fulfils 70% of the requirainiens of the OEMs in Pakistun. In 1993, the Sponsor
installed its first state of the art weaving unil inarking its entry into the textile business.

Today, Master Group has u strong lixed/current asset base of over Rs. 30 bilion and an
armtally increasing group rurnover ot more than Rs. 25 billien. The Sponsor is not only the
loscling plaver inthe bedding macket. but has abse diversified over the period into the textile,
sutontobile. engincermy, power and el sectors.

[he Sponsor s comimtied w play ies purt e development of Pakistan’s various sectors.
Kealizing the role of clean enerpgy v develupment of the nation, the Sponsor ventured into
the puwer generation scctor by developing a 52 8 MW wind power project in Jhimpir, Master
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Wind Fnergy Limited (MWEL), which vommenced commercial operations i Oclober
2015, Over the past vear. the MW T progeet has achicved all benchimark performance rgets
and hias given the sponsors invalusble, firsi-hand knowledge of both development and
operdtions of 4 wind powcr project in f'akistan,

Master Green Energy Limited is the Sponsor’s second praject i the wind power sector,
which is expectad to achreve financiai vivse by December, 2018.
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Canpbn CREDITS

Pakistun’s national operational strieey for Carbon Development Mechanism (CDM) was
approved by the Prime Minister ol Pukistan in Febrisry 2006, The strategy provides policy
cindanee for mmplementation of CDAM I Pakistan in ine wilh nabosal sustinable
developmient goals. JUis an mcentive based sirategy that ensures efficiency and wunsparency.
I he strategy defines institutiona! arrangement for implementation of CDM in Pakistan, tax
and credit sharing poiicy and the criterta grant of host country approval to CDM projects.

While it appears possible than the Project may be able to realize monetary cams from such
carbon eredit sehemes, the actund Uninng, amount, and other details of the outcome are quite
uneertain acthis pomt Bis thus propesad thal the Reterence Generation Tard T for the Project
be upproved irrespective of the outcome of the carbon credits.

Floveever. i any CER related revenues are realized, it is submitted that they will be shured
as per the policy of the Government of Pakisian,
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1 Project Cost Suminary

The total Project Cost, expressed in United States Dollars, has been calculated after therough
analysis, evaluation and understanding of the dynamics that affect the development and
operation of a wind farm, The referenve exchange rates used to convert the reievant costs
ito United States Dollars are USD |~ PKRIDS.

Fur NEPRAs benefit and approval, a summary of the Project Cost is given below:

EPC Cosy 78.300

NON UPC CON T & PROIECT DEVELOPMINT COST |, 3,000
[ BPRL-COD IRsUiAN = COST |2

FINANCIAL CHARGES 2286

INTEREST DURING CONSTRUCTION U1,406

[
Toral ProuscT CosT | 87,624

fFigures in thousandy)

3.2 belads of Projecet Cost

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

5.

[ &)

SN0 COSTHEAD (18 MILLIONS) [ £ 2055 iToral

S I C T ONEQUINALENY USD)
| OFFSHORL AGREEMENT 60,998
2 ONSHORE AGREEMENT 11,507

B ToTal EPC Cost 78,500

{Fignres in Thousands)

Note: the turnkey price being charced by the EPC Contractor Lor the Project 35 based on firm
lewally binding EPC Agreements (comprising the Offshore Agreemoent anil the Onshore
Avreement) exceuted between the Project Company and the EPC Conractor,

The EPC Cost represents the cost of twenty-five (23} G114-2.0 Wind Turbine Generators,
seventv-five (73) blades (114m rotor dia), electrical equipment, logether with ancillary
capnpment and eother goods. systems and machinery and includes the cost of, mter alia, the
creciion, testing, complerion and commissionmg of the equipment and convtruction of the
Facibity that 1s capable of fulilling the inended purpose.

[hws highlichted, as a major strength of the Project’s EPC cost structure that the ERPC Cost is
mclusive of alt withholding taxes payuble in respect of the payments to be made to the EPC
Contractor pursuant fo the EPC Agreement

e Project Company is contraciually commitied 10 pay, as mobilization advance, 20%
fozzregale} of the towal amounts pavable w the EPC Contractior pursuant o the EPC
Agreement
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5020 Non FEPPC Coest and Peaject Develnpmendt £ost

The Noan FPC Cost e lndes the costeDtems thatare not part of the EPC Contracior’s scope

ol work pursint (o the execuied EPC Ameement. Such cosis mainly include, iner alia, the

costs of:

(i)

ib)

(<

(F:u.'ry\ i Thotsenedy)
"skNo. [ Cosi lusn
\ L | Poen Assers o oo i
‘ 2. | COSTOF SECURITY AFRANGEMINTS. SR 150
" 3. [NDEPENEENT ENGI | — BPA REQUIREMENT:, P 72_ |
o FEASIBILITY STUDY d COST ORFECHNICAL LOMULTAM 0_1
'.PmMI 15; EICENSES, & FEES FOR COMPANY. f()RMAIION 350
ADMINISTRATION AND SLPHWlSIONCOSF Uy 825 |
! 1T EGAL CONSULTANTS R ot 230
| ToraNonEPCCos Ry

Fixed Assets: This meludes cost ol various ipslyumetls, cquipment and other assets
{excluding such ussets that wre supplicd under TPC Agreement) thay include:

(1) Vihicles, cquipmuent and furmiture; and
{1} Paciliny comnuenivity woe ramnete menitorniny.

Costef Secunty Arrangeent: The Project Company 1s concerned aboul the seeurity

of its personnel in the Jamshoro arca. Therefore, sccurity arrangement casts become
onc vf the most imporiant components ol the Project cost. This represents the costs
associated with providing secueny ab oflices, accommodation and site and atso
inclodes the cost fer providing sccurity o the expatnaies engaped 1or the Project b
ix highhahted that in view of ihe sccenty sitnunon prevalent atthe S 1he provision
ol seeurity by the Praject Company is considered eritical. The Project Company has
hired the services of a dedicated Security Manager to oversee and monitor the
securtly relaled matters along with other security siaff.

Duderendent Fogineer — EEA  Requirement: MGEL s required e enyane an
Independent Eoemeer porazmt vo vhe FPA S Bnder the terms o the AL he
independent Fowmeer with oo Do of engaieering consultanes v wonkd be
appointed by MGEL with the approval o CEPAL o monitor the construction and
conmtmissioning ol the comples and o deliver the relevant certificates and carry out
alb responsitilities specificd nothe EPAC including certfyinge the resulty ol the

commissioning ests, readiness of interconnection facilities and synchronization

Feasibilny study and_cosrof Pachmeal Uonsultiunt: The Projeet Company has
cigaced highly repured and experionced wehnical consultants 1o carry out all
technicat studies required Tor compilation of a bankable feasibility siudy reporl. As
required under the LOJ, the Mroject Company instalted a wind miast at the site and
carricd out numerous investicanons ncluding a wpographical survey, seoicchnical
assessment, transport sieveys wend resource assessment and inthal environmental
examindarion. Costs for hire services of relevant consultants has been mehided i
the project cosis. Posi bunncnt close, the Tedsnead Consuliants sl provide
COISITDCHL N SUPCTYIsion s vives o oversee the 1PC contractor and einsuare timely

completion of the Prolect in e with the hyghest guality standards
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(e)

(n

(g)

wn
™

{a)
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Permits, Licenses and Fees for company formation: During development and

construction of the Project, the Project Company will be required o incur various
fees and chiarpes T respect of perniits aud pernissions required including but hot
Timited 1o cost of bank guarmness for LGOS, SBLC in favour of power purchaser,
1Ol fee. AEDB/DOLEGUS faciiitauon and legal fees, fees for vetting grid
intlerconnection study, NEPRA fves and registration with SECP lees. This s in
addition to fees paid for the purposes of formation of the Project Company.

Project Administration and Supervision. The Project Company’s head olfice is
based in Lahore. This office will be required 1o maintain coordination with the

Project Company’s lenders, shateholders and various governmentil agencies. The

Preject Company will also nuinfain a Project courdinatin office with [imited

accommodation at Karschi 1o coordinate the construclion and menitoring activities

al Site. The Project Company will engage an experienced in-house éngincering tcam

for supervising construction activities post financial close. The team will include ar

a minimum two civt! engineers. lwo clectrical engineers and @ mechanical engineer
1o ensure all construction activities are appropriately monitored. Thes head covers

all expenses related ro maintaining the required ofTices ay well as the inunun résource

coats associated with the relevant teehnical, fegal and Hnancial experts regidired to

monitor the project during the implementation phase. '

Legal Consuitonts: Includes costs related to procurement of fegal services for

drafling of required project comracts, ncluding bul not limited o the EPC contract,
the Implementation Agrcament, the Energy Purchise Agreement and the Financing

Agreaments.

3 Tases & Custom Duty

Custam Dutv:

‘e amount of customs duty 1o be paid on rencwable energy projects is to be
caleulared based va Sectivn 1801 A of the Costoms Act 1969 read with Serial 11 to
the Part 1 of Fifth Sehedule v the Cuslams Act 1969 (the Schoduled, which atfows

Cuostams Dty a1 a rane »f veeo percent for The lollowing ilems

“Machine, equipnient und spares meunt for nitial instaliation balancing,
madernizarion. yeplacemont or expansion of Projects for power generation through,
mclear and reacwable energn souwrces like solar, wind, micro-hydel bio-energy,
aeean, waste-lo-cuergy and lvdrogen cell ere”

Accordingly, MGEL bas assimed zero percent customs duty regarding imported
plant, equipment, machisery cte in accordance with the above. '

In case of applicability of any duty, MGEL. prays NEPRA 1o allow adjustment of
capital cost ol the Project and tarifl at COD, for actual customs duly patd.

Special Excise Duty:

Special Excise Duty s oassemad ab zero percent, as the samic is related with the rate
of customs duoy {discussed above - Zevo Raed). In case the Project has 10 pay
customs duty, then the Specitf Excise Duty at 1% 1s fevied. . :

Accordingiy, MGLEL requests NEPRA o kindly allow adjestment in capital cost of
the Project and the tantT a0 COD. for acmal special excise duty paid.
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(d)

Sales Tax:

N Sales Tax is assumed onoamport and Incal supply ol the imparied plant,
equipment, and machinery ¢, us per Sixth Schedute (the Schedul?) 1 the Sales
Tux Act 1990 read with Sectien 13 (1) ol the Sales Tax-Act 1990 whercin exemplion
from applicability of sales tax 1 provided. Serial # 7 of the Schedule cites foliowing
ilems which are exemipt fron sales tax:

“f Machine: equipment and spares meant for nitial insialloiion balancing,
wodersization: replacement or expansion of Projeets for power gencration trough
nitclear and renewable coerey sowrces like solar, wind, picro-hyvdel bo-cwrgy,

Geeon, waste -fo-enersy aind vdrogei cell ere

Furthermere, lor the purpose of tus Tariff Petition. MGLEL has not taken inlo
account the impact (it anv) of the Sindh Sales Tax on Services Act, 201]. The true
implications and procedures svilh regard to applicability of the *Singh Sales Tax of
Services Act, 2001 are now clear at this time, however, i case the said Sales Tax on
services beceme applicable on the EPC Onshore Agreemient. then the rélated impadt
will be adjusted against cutpul sales s on electricity sales reccipts (puos GO and
there will be ne ampact on 1he Project Cost because of provincial sules 1ax on
services.

However, in case of change in laws by virtue of which if either (a) federal sales tax
applicable on procurement of pluni. machinery and equipment becomes applicable,
or (b)Y provineial sales tax on services does not remain adjestable awaninst sales tax
charged on sale of electricity. the same s requested 1o be adjusted w Project Cost
and Tarifl allowed ar COL 7 Dariif euc-up staye.

Income Tax:

Advance Income Tax ot 0.00% (Zero Percent) has been assumed st the time of
import of mactunery, equipment, goods, spares and materials tor the Project in line
with exemplion provided wnfer Section 33 of the Income Tax Qrdinanee 200+, read
with clause 77 1o the Puart 1ol 2ud Schedule 1o the Income Tax Ordinance. as
reproduced hereunder:

“(77) Provivions of sections 748 and {33 shall not be applicable vn import and
vuhseguant supphe of iems witlt dedicared use of renewable sources of energy ke
solar and wind ere. Even i tocally mamidactived which include inchucrion lanaps,
SAD LEDs with or withont baltust with fittings and Jixinres. wind turbines

including attericitor aned mast, sobor torchies lantorns and refascd bearmmens, PV

wmachides (witly o witheany the rolared components iveluding bicerioes cliroe
controflers cnd batrerivs. :

However, in case of change mn laws before imporl of related plant; equipment and
machiery by virtue of which such advance inepme tax rate is increased from
currently applicable zero prreent then the same is requested 1o be adjusted in 'roject
Costand TarifTatloswed at GO arf rue-up stage

Sindh Infrastrucrure Develupient Surcharge (S109):

Since SIDS is dependent upon the werght and distunce covered in Lhe Sindh province
from the port for delivery of imporled plant, machinery, equipment and other
ancillary ftiems to the Project site. MGEL has not assumed Sindh Infrasiructure
Development Surcharge on uccount of imports under the OI1-Shore Contract, and
same s requested 10 be alloseed 1o adjusiment inthe Project Cost tsrifl a1 the COD
Aruc-un stage
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Baved on the aforementioned reasons, the Project C ompany requests NEI’M to.aliow a Pre

it Pederal Pxeise Duty (1H D) .
FED on the pavients 1o be made w11 focad financial institutions: and (23 msurer's,
has not been assnmed e FED s Jevied an the financial advisers and’ load
arrapuers’ Tee, debt arraneement fee wnd computment fee. LA conmmssicn aml
charges, loan adoimstration charges, and insurance premium the same should be
allowed as pass-through under the tanff.

( Ompan) on fhe hasis of actind [ QU lhe .'rme uf( ()D_._.

Pre-COD Insurance Cost

re-COD lssurance Cost covers the insurance cost of Project Company s assets during
canstruction and the same are ncwral prior o CODL These cost estinutes have been

developed hased oo imdicetions recerved tronn the insurince market.

The Project Company, in view ol the praglices set by other IPPs in Pakistan and
accordance with the requirements set out by the Lenders funding the Project, intends to
procure the following insurances during the construction phase ol'the Project:

L) Constraction Al Risk Lssurances {CAR):
(b} CAR Detay i Surt-up Insoranie:

() Terorism insuranee;
(d) Muarine and Inland Trimsit fnsurance, !
(el Marine - Delay-In Startup Insurances; and

" Comprchensive General Luthihry,

fhe Projeet Company has approachad insuranee advisors operating i the nurket 1o g
guatations fer the cost ol pre-COD msnrsce tor the Project. D the past vear due by a fiigh
pintber al oceurrences ot hurricanes and Lsunanis globally, remsurers that hold over 935%
ol 1he risk For such insurances world-wide have been required to honor an unusually large
ruinhor of clinms. Thevelore doee e e anpsact oo rhe globnl insurance Mackel as o whole,
thas been brough o our notice thache 376 of BPC aosts assumed inohe Benchimark Tarif?
Dretermmition «ill nor be sufficient to vover the entire scope ol insurances vatiined above:
vos expected that the required meurances con he oblained within approxiinaey U354 of

the proposed EPFC cost

L COD fnsurance cost of 0.55% of the EPC cost.

Financiad Charges

hsanetal Charges inclode the costerelaed 1o die Debt financing of the Project. Such costs
mclade, inter abig, the lenders” up-front fee and commitnent fee; charges related (o various
lotiers of credit to be established in tuvor of various contracting purties, fees pavable and
st daty applicable on the fnuncing documenist agency lee: security rustee fees fenders’
Project monitoring fee and the tees i ihe Tonders” various advisors,
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Financial charges negotiated with the lenders and are in line with the prevailing markes
conditions and practices apphicable for projett Ninancing ransactions. The lerm sheets (or
arrangement of Debt Mnanwing siened with the lenders are atached as Annexure = D.

I'he Project Company requests Ut s it bias not considered any luxes on accuunl of Financial
Fees and charges, any laxes, it applicable on account of thesc costs may kindly be allowed

as adjustment ar actual cost at the time of COD

22.6  Interest During Construction

The Interest During Constriction (the 1DC) has been caleulated on the basis of (i) a lifteen
{15y month construction penod. s agreed under the EPC Centract. and (i the term sheels
execuled between the Projecs Company and the tenders, whiich stipulate a base raie vqual Lo
Tanenth RIBOR plus oonmrgin of 250 basis points (PRR financing) and S-nsah FHEOR
phos i margin o 430 hasis pomnts (LS financing). /\Cltml 1DC. however, shatl be subject 1o
chmee depending on e Nuetuations m base rate (e, 3-month KIBOR & 3-month LIBOR),
funding requireament {draw-downs) of the Project durms_: the construction period, changes in
Froject Cost including changes doe to duties and taxes, and variatinns 1 PKR 7 USD
exchange rale.

|uwslouIDCCM(UMHW s \m\ml\m()il'"'l” 3- w;\wmm(m 3

| Bask RATE : 0.00% SRey
|- SPREAD
ro [AL INTEREST RA"[L

2.50% o R
8.50% i S10%

Wo tdersiamd that NEPRA had dssomed sospread ol 425bps over LIBOR for the purposes
al e Benchmark Torill Daternunation: howeser, even atter undervoms extensive
pevotiions swith numerods Torcien Denciers, we have not been able 1oocet Gny trgen
B er o accept asprewd o 42500 forour Project Iris therelore huambly coguested that o
sproand ot 30hps may please be wecepied tor the purposes of our Pention,

10C, thn sage, _
‘ cnd cunound’ oflmm drrhm’own (htmrq Hch Pr(yecl‘ consiriie :
Ctherefore, iris prayed that ]\UEPR*I allow uujrus!mentjor !he S‘am ar,
Lupran COD. : .

Sionndhy mede tat use raes for LIBOIand KABOR Dive been assamed i Sne wish assumpiiops of the
Benchak Danb Deerminotion issued by NEFRS b Gy 2017 0 ensuze case of compesbiliy wiih the

Bonchosk Tassft Dstcrmination,
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6 Project Funding Structure (NDebt & Equity)

.1

0.2

0.3

6.3.1

The unding Arrangement

The Project Cost will be funded on the basis of a Debt: Equity ratio of 73:23, thereby
resulting in the following capital structure Tor the Project:
Fignres o mifficns USD

“FORKIGN (51.7%) 15| 34.00 |
HLLOCAL (483% 372
: T 2190
TR 87.62

Brict about Debt and Equity Financing

The envisaged debt: equity structure of the Project 15 75:25 implying a total debt requirement
of USD 65.72 million {based on a preject cost of USD 87.62 million). We uniderstand that
NEPRA's Benchmark Tariff Deweriaination assumes o debt: equity ratio ol 80-20, as oppoesed
o the standard 73:25 debl-eguity s proposed for the Preject in this Petitian. The Project
Company has approached ali major foreign development financial tnstiutions {(DFT)
operating in Pakistan [or amangement of {inancing on an 80:20 basis; however, despite our
considenithle efforts, each DFI wu approached has categoricalty refused 1o finance a project
with equity below 25%. Thereiore. swwe humbly submit to NEPRA that since the financing
mix assumed in the Benctimark Tarilt Determination 1s not bankable for Pakistan, we request
that 1 debi equity miix of 73:25 be aceeptad for the Project.

A termy sheet for arrangement of Tocal and loreign financing has been signed with Meezan
Lunk Limited (MBL). The estimated amount to be raised from local tenders is USD31.72
Miltion {approx. PKR 3331 millien) while the remaining USD 34.00 Million will be
arranged by MBL through foreign finzneinl institutions. 1Uis pertinent 1o mention that the
debt raised through foretgn banks will be denominated in USD {ropayment in USD, mterest
prvinents o be indexed 1o LIBUDIT while deht 1o be provided by the docal binks will be
denontiniied in PRR (repaymient in PRI imicrest payvments o be indexed 1o KIBOR).

Based un the current Project cost estimates, the equity reguired to be injected by the Sponsors
arnownis to USD 21.91 mitlion. The Sponsor, Master Group of Industries will subsceribe to

[00% of the equily requirement.

Eqarity Paracipants / Spousors

Master Group of Industrics

Muster Group s ane of the most dyninnic and diverse business groups in Pakistan, The
Girewp sturted its operations in the muuress indusiry in 1963, as a licensee of Bayer A G
tGermany) Since then, Group has expanded inwe the rextite, automobite, engineering and
erergy sectars. 1Uhas been 33 years smee MG's inception, the Group has acconiplished:

* Arnover of PKIRR 30 Billon

*  Fixed Assct Base of PKR 25 Biilion and

* A leam of 12,000 skilled professionals

Afrer the suecessful Commissionmye of Master Wind Energy Limited’s 52.§ MW Wind
Pawer Project in Jhimper the Group suiried development ol u second 30 MW projeet, Master
Green Bnergy Limited, inhe neizhborme disirict of Jamshoro, based on thier cxperience in
wind power projects.
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6.6

Return On Equity

ased on past uptront tartlt deterninations 1ssued by NEPRA, the petinoner 13 aware that
NEPRA has permitted a rewrn on equity (on TRR basis) of 17% 1o similar wind power
projects m Pakistan

The Petitioner is also cognizant of the fact that the 17% return was allowed to encourage the
nascent wind industry in Pakistan, and in its recently anncunced Benchmark Tariff
Determination for wind power projects, NEPRA has acknowledged the reduced risk of wind-
pawer projects and reduced the atlowed return to 15%. In order to avoid prolonged debate
on the subject and o continue expedited project development, the Petitoner accepts the
ceturns allowed by NEPRA and requests NEPRA to allow 1t the sume return on cquity e,
13% {net ol applicable withholding tux), as permitted to conventional power projects,

Return On Equity Durine Construction (ROE DO

As per past precedent, 1PPs have becn allowed to claim return during the term of ihe
tmplementation Agreement commencing from the start datc of construction i.c. the date from
which payments are made 1o the EPC Contractors. For the purpese of this Petition, the ROE
NC (ineluded as pan ol the RO conpenent) has been approximated in line with ferecasted
casts and equity draw-downs

Debt Servicing

The capial structure of the Projects 15 envisaged at 73:25 (Debb Lyuily). Moeezan Bank

Larmted will arrange 443 % of the required debt i PKR and the rematning 51.7 %% shall be
arranged through foreign banks in USD.

The tenor of the loan agreed wuh the banks 15 13 years plus a 2-ycar Grace Peried. The
tareizn source fimancing will be based on 3-month LIBOR plus a margin of 4 504 adjustable
on guarterly basis. Whereas the local foancing will be based on 3-month KIBOR, plus
margin of 2.50%, also adjustable on quanerly basis. -

We understand that NEPRA had assumed a spread of 425bps over LIBOR for the purposes
of the Benchmark Tariff Determination; however, even after undersoing extensive
negotialions with numerous foreian linanciers, we have not been zble 1w wet any foreign
financer to accept a spread of 423bps nr our Project. 1t is therefore humbly requested that a
spro.d of 450bps may please be acvepted for the purposes of our cust plus tariff petition

Feins of Finaneing

The [ollewing terms for financing the dehi pertion of the Project Cost have been agreed and
locked between the Prrject Company and the lenders through the execution of the financing
Lerm sheets.
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Furthermere, the Project Company. under the terms of the executed tinancing 1erm sheet, is
required 1o bear the expenses of the Lenders” advisors. These melude costs associated with
the Lenders:

(0 legal advisers;

(1) icchnical advisers;

(1t1) insurance advisers.

(1v) audils

(V) tax advisers; and

(w1} any other advisors deemed necessary by the Lenders,

* Rindly note that base rates fur LIBOUR and KIBOR Bave been assumed in line svith assumpiioss of the
Benchmick Tacit Deterministion issued by NEPRA v Linmary 2007 Lo cnsure wase of comparnihiling with the
Benchmuwk TarifT Determination
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7 Operation Cost

7.1 LUaderstanding & Benchmarks

In the first batch of wind power, O&M expenses was one of the majer unknawns. NEPRA
permitied a significant Q&M component in both cost-plus petitions as welias in ils upfront
rarilT determinations. Today. with alinost 700 MW of wind power projects installed and
operational in Pakistan, there are a numbur of mternational OEMS providing Q&M services
lo wind power projects. Consequently, O&M components in tarilf determinutions wsued by
NEPRA have seen a sharp decrease over the years, as shown in the table belaw:

The Q&M component proposed by NEPRA in its recent Benchmark Taritl Determimation is
the lowest to date and s signilicantly below the tull seope O&M packages currently bomy
offered in the market. However, the Project Company has engaged i negouations with the
shartlisted Q&M contractors 10 ensure that a full scope O&M package is achieved within the
benchmark set by NEPRA.

’71'1'.'13 Pr@'c o
"chr.'gz_’{fr'i.aﬁ i

7.2 Breakup of Operating Cost

The operations cost of the Project Company comprises of the operations and maintcnance
cost and the cost of the operational insurances to be taken out by the Project Company.
Breuk-up of the same is provided heorewnder:

THOUSANDS USDY |
1,900

400
2.300

7.3 OX&NM Cost

The Project Company sl enter uao levally binding Q&M Contracts with Sieroens Gimesa

Renewable Energy (O&M Contractor) for a period of thirteen years alter COD. The Contrac:

will be entered into in two stages:

I, Years 1-13 (inthiat contract) to cover the loan repayment period and salisfy requirements
wfthe Project lenders

20 Year 1423 (optional extended contract), to be entered into at the end of the ininal
rontraet, after taking into account the operational history and prevailing comditions at the
HEL ’

It is estimated that regardless ol whether the Project Company opts for the Optional Contract,
the overall cost of O&M services will not vary significantly over the lite of the Project.

Durmy the aperations phase, the Project Company 1s also expected 1 icur numerous casty
rebsted to datly operations and sonacement of the plant including bue net limited w costs
reluted o
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7.4

Fixed Assels wcludinu vehicles, office furniure, tools and other supporting
cquipment required :

- Human resource required including accounting team, management leam and site
supervision teams P

- Land leasc costs payable 1o Government of Sindh for renewal of land lcase for the
Project Company
Financing related cosls including annual maintenance fue, monitoring fee and
security trustec fee
Other Administrative expenses incleding travelhng, rent ut:hities cle.

As stated above, the Project Company acknowledges the benchmarks set by NEPRA in its
Benchmark Tariff Determination. While management of all expected cosis and expenses
within the benchmark wili be a challensing task requiring extreme economy on the part of
the Project Company. we are confident that with the implementation of proper budgets and
prudent policics. the costs will be manuged within the benchmark.

Breakeup of the mdexations requested by the Project Company are as follows:

\ g
&M CosT 900 {1 USD/PKR
(23 LS Crl

A0 {1y USD /PRI .

i CosT HEAD [ UsD Requested Indexation
\
|
|
|

CINSURANCE COS|

lusurance During O& M

The Insurance Cost consists of the tnsurances required under the Implementalion Apreement
and the Energy Purchase Agrecment coupled with those cusiomarily required for project
fimancing transacitons, including  all-risk msurance/reinsurance, business interruption
insurance, and machinery break-down, nawral calamities, sabotage and terrorismy. As these
risks are an impediment to the smooth and cllicient running of the dayv-lo-day aflairs of the
Projecy, it s critical that all risks associated with the Project are adequately addressed and
Al invorable events are catered for in A Toolprool manner. Keeping m viess the generally
adopted global trends und the magnitide of the Project, a comprehensive operational
msurance and reinsurance arrangement s also fundamental (o ensure bankability of the
rroject.

Duripe the eperations phase, thie Project Company intends to acquire insurunice from one of
e deading insurance companies in the country. As 1ts standard practice for jocal insurers
10 only retain $% of the risk and acquire reinsurance for the remaining 95% thieugh foreign
ve-tnsurer, itis prayed to NEPRA that ihe insurinee costs for the operations phase be aliowed
iy US Dollars (s has been done in case of all other power projectsy. The requirement (o have
the aperational phase insurance cost Jenominated in US Dollars is further supported by the
inct that the lenders financing the Project will inevitably require the Project w be insured on
replacement cost basts; since a major chunk of the Total Project Cost is already denominated
in U's Dollars, the replacement cost basis insurance would also need to be taken out in 1JS
Dellars, It is pertment to highlivhi vt any replacement costs incurred becnuse of the
occtrrence of an insurable event will also be meurred in US Dollars.

The Project Company, in vicw af’ the practices set by the other 1PP's in Pakislan and in
accordance with the requirements set aut by the Lenders, proposes to procure the following
isurance during the operational phase of the Project:
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v« Property Damape and Comprehensive Machinery Insurance (including Business
[nterruption inswrance),

« Thirnd Panty Liability:

o lUorrorism msurance;

»  Group Personal Aceident Insurance; and

» Moter Comprehensive Insurance

|

l_."ép‘(;_U¢f reible’

The insuran
up o 0F5%

The insurance cost (for the operations phase) set out 1n the petition does not, however, cover
the administrative surcharpe, Federal Excise Duty and Federal Insurance Fee, that might be
applicuble on the insturance cosy, the sume should be treated as a pass-through item under the
1l deternunation
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8 Energy Yield

8.1

8.2

Basis ot Wind Resnuree Assessment and Enerey listimates

The Petitioner engaged Renewable Rusources (Pvt) Limited (RE2) of Pakistan backed by its

foreien partners Lahmever International GmbId (LI) of Germany to carry out a bankable
Wind Resource and Eneray Yield Assessment for the Project.

The wind studies have been cacried ot using onsite wind data from a met mast that was
installed in early 2016, Ten (103 minute interval data from 01.04.2016 to 31.07.2017 having
duratton of 16 months has been used in the analysis.

Out of the avatlable data, a measurement period of 12 months from 01.05.2016 10 30.04 2017
was selected for the annual aversee wind speed and wind dircetion having highest data
coveraye period with goad quality data, which is considered as a bankable time series.
Analveed average wind speed for the selected period is ¢aleulated as 7.40m¢s al [00m heighe.
For the assessment of long-term wind speed, reference data set of EMD-Glebal Wind Data
based on ERA-Interim {EmdERAY has heen constdered and resulied in the coefticient of
determination of (R2) = 82%. Resultantly, the long-term wind speed ol 7.36 m/s is calculated
al 100 m height above ground fevel (a.g.1) at the mast Jocation.

Twventv-dive (253 Gamesa wind turhines (G114-2.0) at 93 m hub height have been used lor
the Project. The miero-siting was perionmed based on site-specitic wpographin map,

The WindPRO (ver.2.9) / WASP (ver. | 1) software 15 used 10 estimale the wind conditions at
cach turbine |ocation within the wind farm area based on the measured input wind data at a
height of 100m, The potential influence by all surrounding wind farms has been taken inta
account for the wake analvsis. Losses are oceurring along the whole energelic transformation
chain from the rotor (kinelic encrov) 16 the substation’s delivery point (electricity) amd has
been considered en basis of turbine xpecificanions and prudent assumptions

Following losses have been considered Lo arrive at net energy number from the 1aral gross:

+  Wake Effects

= Avalubtlity

v Turbine Performance
o lilectrical

«  Environnmental

Additionally, an uncertainty assessment was also carried out. Uncertainty sources are
associnted 10 measuring equipment. data acquisition. data processing, ¢nergy modcl
development, turbine parameters and encrgy estimation.

The expeated energy ouiput ol the Project is determined as 166,.440MWh per annim, which
ransiates into a 38% annuab capacity factor. and is considered very artracuve for wind
seneration given the precedent cases inthe sector and the expectations of NEPRA.

Wind Risk during operations

I past cost-plus tartt petitions for wind power projects, wind risk (i.e. risk of lower than
henchmark wind speeds) was horne by 1he Power Purchaser in fine with the Policy for
Renewable Energy, 2006 The enerey cutput. for the purpose ol torilT compatation was
derermined based on a reference ~benchmark wind speed’. Payments to the Project were
adjusted with reference 10 the benchmuark, in accordance with the actual wind speeds
abserved ot the sites. in order t0 minumize risks and disruptions to the project’s cash-fiows,

ks
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8.3

Targr Prrmon

the tariffs were adjustable to wind specds a1 both igher and lower than the benchmark. This
procedure remains aligned with the spinit ol cost plus tariff and is also captured in the Policy

tor Renawable Fnergy. 2000,

With the successful growth pf the wind power industey in Pakistan, NEPRA began
announcing upfront tarifls for wind power projects. Wind risk protection was not included
in the upfrant tariff regimes as the upfront tariff was considered a “take it or leave it aption’,
with alt opportunities as well us all risks taken by the project developers.

1he Petitoner understands thay the Power Purchaser, AEDB and NEPRA are not in favor of
providing coverage against wind specd risks 1o projeet developers. Theretore. the Peritioner
s not requested any allowance o provision in the Reference Tarifl for coverage against
wind risk, prowvided that the Reivrence Tarift is approved on the estimaled 38% annual
capacity factor The Petilioner has accepted all potential risks arising from unpredictable
wind specds, which may result in vnergy shortfalis during the operations period and Lhe
Petitioner is also ubsorbing all such putential costs (inciuding lender’s requirements) related

1o this aspect

i‘._c.'m‘er‘

38

Crmpensation awainst higher than assumed energy viclds

Despite the sophisticated foreeasting techniques available. it is impossible 1o accurtely
predict the wind speed and wind diveciion over the course of the lite of the Praject. Both
these parameters affeer the eneray curput ol the plant; wind speed directly and wind direction
indirectly through “waeke effeces’ 10 s also periinent o mention that the annual encrgy
assoined for the purpose of this Petition is based on an average crergy output; the Project
may experience energy output higher than the benchmark assumptien m some vears, whereas
i1 other years the energy curpul may be siuicantly lower than the benctimark of 166,440
MW h per annumn.

As mennened in the preceding scctivy, the Petitioner is bearing the risks associated with
tee puatential of lawer than predicted wind speeds, ws well as ther further repercussions.
Therefore, in order 10 have an oppuriunily © recover ils potential energy shortfall on account
ol wind speed, the Petitioner hus assumed that any such energy generated over and above the
38% vapacity factor shall be paid atthe full taniff rate (o the Project

ftis humbly emphasized that the Pentioner should be allowed compensation for energy
output above 38% capacity factor anhe Relerence Generation Tari (T o cater [or the risks of
variubility in the wind speed, lrom winch the Petitioner will most delinitely sulfer duning the
life of the Project.

[t s pertinent to highlight that this has been pernmitied by NEPRA o Projects developed
undder the upfront tarift reg e and i dns regaed, there is no difference butween upfront and
cost-plus LrifT congepially. A project under uplrom il will only be pursned & developed
i e baseline generation assumed fur the purposes of the upliont taritf muecls e projects
genertion capabilities white ensurine (1) bankability and (i) acceptable returns for the
developer; simdarly, o cost-plus tarif s bused on a bankable energy yield and an acceprable
reiurn for the developer. Since the prenuse behind the two regimes is exacily the same, the
Pennwoner should be allawed compensatien, ds in the case of upfront tariffs, against epergy
production above the capacity factor nssumed fur this Pention
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8.4

8.5

8.6

Non Project Missed Volume (NIPPMV)

The Petitioner expects that the Non-Projeet Missed Volume (NPMV) shall be paid by CPPA
o the basis of actunl gencration missed by the Project Company due 1o the occurrence ol o
non-project event (NIPE). Given the sophusticated SCADA systems and forecusting tools (as
also specified under the Grid Code Addendum No. | (Revision 1) now availuble, missed
seneralion can be accurately determined without human intervention, therefore, the same
should be compensated at actual - we helieve that the aforcmentioned mechanism is the only
fair method which ensures neither party (Project Company or Power Purchaser) are unduly
burdened / penatized duc 1o occurrence of the NPE. If such a practical sotution is not
warkable, then tirstly, the requirement 1or having forecasting tools should be remoyed from
1he Gitd Code Addendum No.o | (lievision 1) secondly, the Petitioner requests to go wilh
the precedent mechanisim of NPMV compensations (as reflected in the previously available
1arifT determinations and previously executed EPAs).

it 15 worth highlighting that the Gnd Code Addendum No. 1 (Revision t) provides for levy
ol penalties on wind 1PPs for not remaining within the forecast error thresholds, therefore,
whiile the wind IPPs are now obhgated to matnan: compliance with such sirmgen standards
tor forevasting the same method for deermining projected energy yield shenld he used for
vannpensating the wind 1PPs daring the occurrence ol a NPE.

Energyv Purchase Agreement {EPA)

The Petioner hos assumed that the 1LPA shall be signed with CPPA o the same concept as

the case ol all previously executed 1V A for wind power, that is, the FPAS of Tatest upfro

tardTs will only be madificd wihe exent of capturing the project specitic and viritl specilic

an cis. Any lurtirer chonges therein shall make the finalization of the LPA a unﬂbu:omc
challenge and the Project might become unviable.

Lnerey Sale Prior tn COD

i is siandard practice 1or wind poser projects internationaliy Lo come ontine one WTG ata
Howe. thereby. enabling the wind G o commence dispatching cnergy 16 the gid oy soon
ws o WHG s capable of power generatien. Commissioning of’ o WTG canpot be completed
swithout the substarion being completed, tested and commissioned, lhercfore, all protection
ol salety equipment required 1o ensure smooth, saft operation of the wind farm (and the
erid) would already be in place priar e commissioning of the WTGs. As soon as a WTG has
heeo commissioned. it 3s ready to supply eacrgy to the grid.

The siandiied EPA approved by the GOP permitted wind power developurs 1o claim
compensation from NTDC or supply el clectrcity prior 1o achievement of COL, The same
haxs been allowed 1o wind power projects developed under the upfront tarill reglmes.

As il bas been allowed for past wind 1°Ps, NEPRA is humbly requested to altow the Project
ro cliim compensation from the Power Purchaser for afl electricity suppllul into the grid
svstem prior to achicvement of COD a1 the ariff rule applicable for the first vear of operation
tmnus the debt servicing components o the variT,
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9 Reference Generation Tariff & NDebt Schedule

g1 Taritt Control Perind

As the Project 1s 75 % debt funded with loan tenure of 13 ycars ter repayment, this means that there
will be higher debt service cost requircments in the first 13 years of the Project. In the last 12 years
of the Project, the tarifl will be decreased due to no debt service related costs.

The proposed tariiT is for the hife of the Project ie. duration of the EPA signed wh the Power
Purchaser, which is 23 years from COD. The tarilf is divided into two {02) bands ¢ year 1-13 and

vears 14-25 to cover the variations Jdue o dehr repayment period.

9.2  Summaryv of Reference Geaeration Tariff

A sumimarized Reference Generation 'Tarift rable setting out the rwo bands is provided below
{Rs. / KWh):

 YeEars [l a3 42250
11986 1.1986
23782 | 23782

4.8249 -
0.2523 0.2523
8.6541 | 3.8292
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9.4  Debt Repayment Schedule
9.4.1  Forcign Debt Repayment Schedule
Principat Lilerest an
Quarter Repaymmenl ()M;;:::!mg Installment
(Ush sy (LIS
, I L 164,883 433,300 898,385
2 470812 427,373 898,185
3 176,813 121,370 808,383
) 132,894 415,490 89K 385
3 489,051 109 334 894,345
0 J 195 287 MR 598,385
\ K i 501,601 ERIOE RS 8u¥ 385
| % ‘ SUTU9T 34l 38K ¥98,345
‘ 9 514,474 383911 898,385
10 321,033 377351 808,345
t 327,677 370,708 898,385
12 334,404 363 980 RO% 383
i 341,018 350167 498,383
14 ‘ 348119 130 266 §93.383
[ L AsS U7 RS 808385
16 562,185 RNTCRats! §0%,345
17 369,351 36532 498 385
1% §76,612 121,773 898,385
19 383.964 314.421 408,385
Mt 391,109 3006970 808 385
2] 308,930 209 435 ¥08.385
a 0, 546 241,798 B98.385
2 613320 RESRITN H0R 3RS
PR 612153 216232 %G8 385
a3 G085 B IAD] 89%,383
26 18,119 20 200 598 38>
17 046,253 232,130 40K 385
2% 634,495 243 860 398 385
24 667,539 236,544 808,385
10 (71,291 2370941 %08 385
3 | orasso 21%.515 ROS.385
3 DYES1Y 200 KT Ku%, 183
L L2490 201088 BU4. 483
S TUG KT [EAR DT 508 185
s 715,191 1531y Bu% 385
3t L 724,309 174.075 898385
17 ) 733,544 b 840 898,385
38 742,807 1535 8% 898 385
34 732,360 [RIAIIA ROY.IKS
Al 761,962 136,423 898385
10 | 171,677 L6708 898.38s
42 L' 781515 1HG.80Y %98 385
b B DY EY) 6.3 295355
2 | 801,571 Yo k1A 598,355
43 K11,791 $6,594 808,385
a1 §22.142 T.243 898,381
47 832,024 (:3.76] 808 385
B \ Reb3.240 33145 %98 385
44 833,991 41394 SOR.3&5
KLt / 864,879 RRRINE REER
| 51 873,907 21478 508,383
\ 32 | 87074 [1310 808,385
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9,4.2  Louval Debt Repayment Schedule

Princigpal
(AT Hepaynient
| (MKIRY

T 3sse1 a0
2 36110736

2 37193676

] 17,984,041

3 38791202

& 10,615,315

T 13457 345

8 1317063

9 42193 03

14 430U 66

b 11,007 399

12 14,912,551

13 13,897 581

14 46,872 904

13 47 868933

16 48 8¥A 169

\ L7 | AR E25.000
% 1% 20983 906
[ [ 32 009,357
20 33,173,830

21 51305817

22 33439 815

23 56,638,336

2. 7 K41 001

23 CoRRNIL0N

26 | ) 326 301

2 nl1,608 235

iES ‘ 62917 410

29 04,234 408

RIV! 65619811

31 67.014,232

N (8.138 285

i 19 892 598

3 71377816

33 72804 9.

i C LA 005

37 | 760,025,531

38 | 77.6110m

3 79,290,946

10 $0975879

4 %2090 616
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10 Indexations, Escalations And C'ost Adjustment

INDINATIONS

NEPRA is cequested to aliow indesation tor the various::Reference Gehérntion‘i?ﬂ'&riff

compenents in the following manner.

Fited O& M Cost Componcnt

The Reference Fixed Q&M Cost Component shall be quarterly indexed to both:

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

{b) the US CPI (for alt Urban-consueniersy, ssued by the US Bureaw of Labor Statistics.

e applicable formula shall be as {oilows:

[FO&M[RH) = Relevanl Reference Generation Tariff Component 4
(US CPLirew/ US CPluan) * (FX USDikey/ 105)

Where:

FO&Muen = the revised Fixed O&M Cost
Component, applicable for the relevant quarter

LS CPliren = the revised US CPY (for all Urban-consuimers) for the month
prior to the month tn which indexation s applicable, issued
by US Bureau of Labor Statistics. R

US CPligen = the US CPL (for all Urban-consumers) fur the month’
in which tariff is determined, as issued by US ~ 1 i1
Burcau ol Labor Statistics.

FX USDipey = the revised TT & OD selling rate of PKIRVUSD ag on

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

Insuriance Cost

The Reference Insurance Cost Component shull be annually indexed to USD/PKR exchange
rate, based on the revised TT & OD sclhing rate of USD notified by the National Bapk of
Pakistan.

Furthiermore, the Reference Insurance Cest Component has been calculated on the basis of
irsurance premium of USS 0.4 midtionn (0 50% afthe EPC Price) per anmuomn. This adjustment
ol Insurance Cast Companent of the Reterence Generation TarifT for increased insurance
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premimm shall only be applicable if the wciial insurance premium lor any year is more than
LSS 04 millien (0.30% of the EPC Price) und shall be apphed for by Lthe Project Lompam
along with the quarterly indexations and shall be applicable for the next year. ‘

{a) [ndexation Fornmla

I'he mdexation of the Insurance Cost Component shall be based on the following

Jormula:

llnsur'.mcemm = Relevant Relerence Generation Tariff Component “'J
[(FX USDygreey/ 103 )

Where:

InSurincipes = the revised lnsurance Cost Component applicable for the
relevant quarter

FX USD@gew= the revised T'1 & OD seiling rate of PKR/USD as on the

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

Return On Enuity

In hine with NEPRA’s previous determinations for IPPs. the ROE Component of ‘the
Reference Generation Tariff shall he quarterly indexed te the USD/PKR exchange rate,
based on the revised TT & OD selling rate of USD notificd by the National Bank of Pakistan.

The applicable formula shall be as follows:

\R()Emm = Relevant Reference Generalion Tariffl CompuueLn_i_*]
YFX USDirey, /105 )

Where:
ROE rey = the revised RO component applicable for the
relevant quarier
FX USDirey = the revised T & OD selling rate of PKR/USD as on

the date on which indexation 1s applicable. as notified
by the National Bank of Pakistan.
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Principsl Component (Foreiyn)

The Reference Principal Component (Forciem) shali be quarterly indexed 10 USD/PRR
exchange rate, based on the revised 17 & O selling rate of USD notified by the National
Bank of Pakistan.

The applicable formula shall be as follows:

‘\I’I{IN(FR\-\] = Relevant Reference Generation Tariff Component * (FX UWS_){

Where:
PRINiwew = the revised Principal Component (Foreign) applicable far the
relevant quarterly period
FX USDikew= the revised T1 & OD selting rate of PKI/USD as anle

dute on which indexation is applicable, us nonfied by
the Nationul Bank of Pakistan.

Inierest Charges (Local)

The tnaerest Charges {Local)y port ol the Relerence Debt Service Component shall be
quarterly adjusted for variations Tn interest rate s a result ol variation m 3 mesths KIBOR

‘Ihe lierest Charges (Local) of the Debt Service Componeni shall be indexed bused on the
following lformuta: s

{L-'fz\'!_: Relevant Generalion TarilT Componenl * (KIBOR g + 2.50%) /
LRIBONR jin + 2.50%)

Whore:
likous = the revised Inierest Charge companent applicable for the
relevant quarterly period
Kiboriie = the revised 3 month KIBOR rate at the end of cach
3 months period
Kiborgen = 3 monih KIBCR rate prevailing on the date ofiarift’

determination (6.00%)
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vi.

Intgresi Charges (Foreign)

The Intereet Charges (Foreigny pari ol the Relerence Debt Service Campanent shall be
quarterly adjusted for varfations in ierest vate as a result ol variaiion in 3 months LIBOR
& foreign exchanue fluctuadons in the PKR/ USD exchange rale,

I'he Interest Charges (Foreign) of the Debr Service Component shall be indexed based on

the tollowing tormula:

Where:

bren = the revised Interest Charpe component applicable for the
refevant guaeierly period

Libornes - the revised S monh TIBOR rate at the end of cach
3 moaths period.

Liboren s 3 menth LIBOR raic prevailing on the date of tarif{
determination (0.60%)

FX USDiwen™ the revised T & OD selling rate of PKR/USD as on the

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

ANLIUSTAENTS AT COD

NEPRA s requested o altow the tollowing adjustiments to the Reterence Generation TarnfT

al the time ol true up at COD.

Adjustments To Praject Cost

s submitted that the Project Cost be adjusted al COD for the following based on the
assumptions detniled in Section S (Project Cost & Tariff) and the adjostment to the Project
Costto be reflected in the relevant i1 components (Return on Fquity and Dol Servicing):

(@) The Principal repayment and cost of debt be adiusted at COD as per the actual
borrowing compisilion;
i) Interest during Construction be adjusied as per actual based on actual disbursement

ob leans and prevailing KIBOR TIBOR rates during 1he project construcion period;
e} The specilic dems of Project Cost o he incurred in foreign curreney {(USE) be
adjusted ar CO based on the PRR S USS exchange rate prevaiting on the date che

transaclion was carried oul:

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

{e) Any negative financial implications resulting from: changes in the rax rates, duties
cte. and currently applicable sales tax structure may kindly be adjusted in the Project
Cost
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(1 Imipact ol Sindh Sales Tox an Services Act 201 L, Sindh Infrastructuie Development
burcharge, and Federal Tivcise Duty be allowed as a pass-through;

{2} Return en Lquity be adjusted at COD in accordance with the LGOI Poliey for
Development ot Rencwabic Lnergy tor Power Ueneratien 20006 in order 1o ensure
an IRR based return of 15% (net of withholding taxes) on equity (while treating the
project as a Build-Own-Operate type project).

(h) ROEDC 1o be adjusied a1 acieal at the tme of COD true up. based on actual equity

mjechon by the Project Sponsars.
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11 General Assumptions

The fotiowing have been assumed while calculating the Reference Generation Tariff and

changes i any of these assumpbons will vesull in changes in the viabihily ol the Project as a
whole and specifically the Reference Genceration Tariff.

[

N

Debt: Eguity ratro s assumed 1o be 73:25

Fareign lenders shall contribute towurds tunding 51.74% of the Debt (LIBOR based
financing) while the remamnny 48 26% will be funded through local financial
institutions (KIBOR based financing).

Interest rute for LIBOR based debt has been determined based on 3 Month LIBOR
(0.60%) plus 4.30% Spread amld yuarterly mdexation on the same will be allowed by
NEPRA

Indexation against PKR 7 USDY variations will be permitied for debt servicing payments
to be made for settlement of foreign source debt.

intercst rarc for KIBOR bascd deht has been determined based on 3 Manth K1BOR
(6. 00%") plus 2.50% Spread and quarterly indexation an the same will be allowed hy
NEPRA

A constant ROE of 15% {IRR hased) 15 assumed (net ol withhelding tax on dividends)
over 23 years. The ROE DC (included as part of the ROE component) shall be accruced
from the achievement of financial close up 1o COD and adjusted based on the actual
schedule of equity disbursement at the thme of COD rue-up.

oxchunge rate have been assumed w b PRR 105 /USD?

Any taxes federal, provincial, local or district, stamp duties and Tevies eie which are not
factored in the 12riff calculation shall be treated as pass through items, in term of EPA.

Noveustoms dutics and 7 or taxes have been considered for imports. Any changes in the
customs dulies or any other dury or iy on import of equipment and material will be
freated as "pass through' 1o abic Power Purchaser. Stmilarly, customs duties on spare
parts alier COD wilt be "passed throngh 10 the Power Porchaser.

. he EPC Onshore Contract does not come under the ambit of Sindh Sales Tax on

services Act, 2011 and if so saics tax paid will be claiinable as inpul rax against output
rax puyuble post-COD en sale of clectricity. In case sales tax is payable and the same
cannot be claimed against output 1ax. the same 15 10 be treated as u pass-through.

Dednction of withholding tax is ussumed only in the LPC Onshore Contract. Any
additional tax, 1M fevied, will be "pass through” to the Power Purchaser '

- No withholding tax on dividend is assumcd. Any taxes levied wili be treated as “pass

"

through” to the Power Purchaser. General Sales Tax and atl other taxes will also be
treated as a "pass through™

T In line with Benchmark TariU Determination far ease ol comparability
"l lie withy Benchmark Tard I Determimnation for case of comparability
"o line with Beachmark Tanff Datenmination for ease of comparability
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The Zakar deduction on dividends, as required to be deducted under Zakat Ordinance, is

10 be considered as "puss throuyh'

. Sindh Infrastruciure Developrient Surcharee on the iports lor the Project has not been

assumed and the same will be conaidered as “pass thraugh'™.

. Federai Excise Duty has not been assumed as part of the Project Cost: in¢ase the same

is required to be paid by the Project, the same should be treated as ~pass throngh'™ under
the taritf,

. The Return on Equity for the construction and commissioning period shall be adjusted

on [RR basis atl the time of CON according to the acial Equity dishursernent during,
such period

Me Power Purchaser /£ CPPA-Cr shall be exclusively responsible Tor the Tuancing of
construction, operation and mamtenance of the interconnection and Transmission Limes
as per the prevailing pelicy at the time of tariff determination

- Main Energy meter and electronic recorder for continuous recerding of readings will be

provided by Power Purchaser arifs own cost

Financing Terms are as yet based onthe mitial discussion with the financial institutions
and hence are subject to final nesouations once tariff has been determined hy WEPRA
and the EPA /1A are signed. This will include mainly the debt-equity ratio, Grace Pertod
and lean repavment leri, benchimark index (LIBOR/KIBOR) and the spread margin of
the financial institution.

. bre-COD insurunce costs are considered based on the indications communicated Irom

wp local msorance companics. Premium rate for the insurance arrangeonients will be
Iinalized at the time of financial closore,

. No hedging cost is assumed Tor cxehange rate fluctuations during construction and all

cost overruns resulting from variations in the exchange rate during construction shall be
mcluded in the Project Cost.

~esurance during operations phase will be adiustable np to s maxiowm cap of 0759 ol

EPC Costupon application by the Project Cumpany 1o NEPRA.

. Project contingency and muintenance reserves are not included in Reference Generation

Tantf calculations. If required by Lenders, these will be adjusted accordingly in the
Reference Generation Turill. ' '

4. Any other assumpdons that are oot expressly stated herein but are basced en the EPA

drall negotiated by the Project Compuny with the Power Purchaser. Cansequently, any
change in any such assumptions may lead to change in the Reference Generatien Tarift.

- The payments to Workers Wellare Fund and Waorkers Profit Parlicipation Fund have not

been accounted for in the Projecs budget and bave been assumed to be reimbursed al
actual by the Power Purchaser

SAny incentives given to any other Wind (PP shall also be given 1o the Project Company,
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12 ,l“,',r%“' Summar}f

tn somimation, the Project Compuny herewith most respect fully submits before NEPRA for
tts approval the matters sct outin this Tan{l Fetition and further prays for NEPRA to Kindly
approve the lolowing.

1

.

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

Ynergy preduction estimate of 166,44 GWh per annum for caleulanon of the tasiff
and energy payments for the vears | = 23 wfter COD,

Nan-Projecr Missed Volume and upside for generation above aforementioned vield
in accordance with Sectien 8.4

The Project he allowed to claith compensation for energy supplied prior 1o COD at
the tarilT altowed by NEPRA or the [irst year minus debt servicing components.

Funding of the Project onan 73:25 — Debt: Equity basis.
Debt to be split on 51.74:48.26 foreign (LIBOR): local (KIBOR) basis.

LIBOR bascd rdebt financing (51.74%) wath a buse rate equal to 3-Month LIBOR
plus o spread ol 4.50%. ressons Tor which have been expluined urnder Secijon 6.6
(Debi Servicing) uhove

KIBOR based debt financing (48.26%) with a base rate equal to 3-Month KIBOR
plus a spread of 2.50%. reasens tor which have been explained under Seclion 6.6
(Dehi Financing) above.

Shurmyg of any CER related rovenues subsequentty realized. as per the Government
ol Pakistan policy.

A Rewurn on Fguity of 13% (nel ol withnolding tax) on IRR basis along with Retirn
on Equity during Construction, rcasons for which have been provided in detail in

Section 6.4 (Reqrn on Eguiny) above.

Indexatrons and adjustiserts for the mdividual rarit! components. us detailed in
Section 1O (hndexarions, Adiustieniy and Cost Fscaladonsy sbove.

The Reference Generation Tarilf provided under Section 9.2 (Reference Generution
Tariff Tahle) above along with iedividual tarifl components and debt schedule
provided under Scevion Y4 (Db Scheduley above.

Adjustments at COD, as proveded upder Seetwon 10 (Adfusinenns ar CUD) above,

The General Assumptions, as provided m Section 1| (General Assumpiions).

Furthermuore, given the advance stage of the Dioject, NEPRA s kindly requested o process
the "Tarft Petiion at the carliest therehy enabling the Project Compuny 1o proceed further
with the development process.
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