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National Electric Power Regulatory Authority ( N*‘“PRA
NEPRA Tower, Ataturk Avenue (East),
sector G-5/1, Islamabad.

Subject: Petition for Tari#f Modification — 18 MW Pehur Hydropower Prolect
Reference Decision No. NEPRA/TRF-150/SHYDO-2070/4295-4297 dated
&th December 2010

Dear Sir
{
&3“" I Junaid lgbal, Resident Engineer Pehur Hydropower Complex, being duly
o authorized by Pakhtunkhwa Energy Development Organisation (PEDO) through letter
I vl

w1 NoA754/PEDO/CEO/NEPRA Dated 16.06.2021 herby submit this Petition for Tariff
Modification to National Electric Power Regulatory Authority (NEPRA).

I certify that documents in support attached with this Petition for Tariff
Modification are prepared and submitted in conformity with the provisions of NEPRA

{Taritt Standards and Procedures) Rules 1998 and undertake to abide by the terms and

the Petition for Tariff Modification and attached documents in support are true and

o0
-1
o
F‘ provisions of the above said rules. | further undertake that the information provided in
+ correct fo the best of my knowledge and belief,

S

This Petition for Tariff Modification is being submitted py PEDOC for kind
consideration and approval of the Authority, pursuant to section 341 ofthe Regulation of
;{ Generation, Transmission and Distribution of Electric Power Act 1997 read with Rule 3
:I)i, of the NEPRA Laws for Petition for Tariff Modification on Authority's Decision No.
é NEPRAMTRF-180/SHYDO-2010/4285-4207 dated 611 December 2070, '

e The Petition for Tariff Modification (including its annexures) are submitted

sn t; iplicate together with:

The cross cheque No. 48232546 dated 24.08.2021 amounting to PKR

617,388 (Pakistani Rupees: Six Hundred Seventeen Thousand Three Hundred

and Eighty Eight Only) in favor of NEPRA as application fee for the Petition for
Tariff Modification; and
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b) Authority letter-of PEDO

I hereby reguest the Authority for kind consideration and favoda”ab%e(
approval of our Petition for Tariff Modification by the Authority, in accordance, inter alia,
with section 7(2)(g) and section 31 of the Regulation of Generation, Transmission and
Distribution of Electric Power Act, 1997, read with Rule 16(8) of the NEPRA (Tariff
Standards and Procedure) Rules, 1898 and Regulation 3(2) of NEPRA (Review

Frocedure) Regulations 2009, each as amended or modified from time to time.

Infight of the submissions set put in Petition for Tariff Modification and the
attached information, NEPRA is kindly reqguested fo process the Petition for Tariff
Modification at the earliest.

Respectiully submitted for an on behalf of PEDO.

Junaid E@ha'ﬁ
Resident Engineer
Pehur Hydropower Complex

Swabi
Copy for Information:
1. Chief Exscutive Officer PEDQO Peshawar
2. Chief Engineer O&C PEDC Peshawar
3. Director O&C PEDGC Peshawar
£
/

/
Junaid lgbal
‘ Resident Engineer
Pehur Hydropowsr Complex
~ Swabi
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PAKHTUNKHWA ENERGY DEVELOPMENT ORGANIZATION
Government of Khyber Pakhtunkhwa

No.ﬂg 1725 i/ [PEDO/CEONEPRA
Dated Peshawar the, 18/06/2021

AUTHORITY LETTER

Subject: Petition for Tariff Modification — 18 MW Pehur Hydropowser Proiect

Mr. Junaid lgbal, Resident Engineer Pehur Hydropower Complex,
Pakhtunkhwa Energy Development Crganization (PEDO) is hereby authorized t{o
represent PEDO for the purposes of fiiling an application for tariff modification under
Section 31 of the Regulation & Generation, Transmission and Distribution of Electric
Power Act 1997 read with Rule 16(8) of the NEPRA (Tariff Standards and Procedure)
Rules, 1998 and Regulation 3(2) of the NEPRA (Review Procedure) Regulations, 2009,
each as amended, restated or modified from time to time, for 18 MW Pehur HPP before
NEPRA,

He is also authorized 1o attend any meeting(s) and discussion relatad to

the Tariff Modification and to provide any information & documents in this regard.

.

N i

(Muhammad %aeem Khan)
Chief Executive Officer
PEDO, Peshawar

PEDG House Room No. {01, Sector 38/B-2, Phase-V Hayatabad, Peshawar.
PH:091-9217329, Fax: 0979217003
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BEFORE |
THE NATIONAL ELECTRIC POWER REGULATORY AUTHORITY

PARE W"’ﬂ MEWA FNERGY DEVE NEENERGY DEVELOPMENT
ORGANIZATION, PESHAWAR, PROVINCE OF EHYBER PAKHTUNKITWA,
PARINTAN
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I. Junaid Igbal, Resident Engineer Pehur HPP of Pakhtunkhwa Energy Development
Organization, Plot # 38, Sect «B-2, Phase 3 Hayatabad, Peshawar, Khyber Pakhtunkhwa,
do hereby declare and affirm on oath us under:

That the accompanying Petition for Tariff Modification of 18 MW Pehur Hydropower
Project has been filed before the National Electric Power Regulatory Authority and the
contents of the same may kindly be read as an integral part of this affidavit.

ttion for Tariff Modification are true and COITee
and nothing has been concealed or mis-stated

Fhat the contents of the accompanying P
to the best of my knowledge and belje
therein,

¢
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Betore

National Electric Power Regulatory Authority

Petition for Tariff Modification
by

Pakhtunkhwa Energy Development Organization
- for |
Pehur Hydropower Project 18 MW
at
Dhistrict Swabi, Khyber Pakhtunkliwa

244 Fune 2021

Pehur Hydropowsr Project
Palhtunkbwa Energy Development Grganization
Plot 38, Bector B-2, Phase-5 Hayatabad Feshawar,
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Petition for Tariff Modification

18 MW Pehur Hydropower Project
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Annexure 20 PEDO’s EPA with CPPAG for 18 MW Pehur Hydropower Project

Annexure 3 NEPRA letter for Tanff Modification
Annexare 4 Bxit Notice to CPPAG

Annexure 5 PESCO letter on units supplied by Pehur HIPP
Annexure & Insurance Policy of NICL

Annexure 7t Record of Insurance Payments

Annexure 8 Hnergy Wheeling Apreement with PESCO



Petition for Tariff Modification

18 MW Pehur Hydropower Project

01 Petitioner’s Information

1.1, Name and Address

Pakhtunldywa ‘Energy Development Osganization
Plot 38, Sector B-2, Phase-3 Hayatabad Peshawar

Tel: + 92-91-9217422
Fax: + 92-91-9217331
Website: www.pedo.pk
Email:  info@pedopk

1.2. Authotized Representative
Mr. Junaid Igbal

Resident Engineer Pehur Hydropower Complex
Pakhtunkhwa Enerpy Development Organization
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Petition for Tariff Modification

18 MW Pehur Hydropower Project

02

.....

Grounds of Petition for Tariff Modification

Z.3. SBummary and Background

211,

2.1.4.

Pehur Hydropower Project (herein referred to as the "Project”) is an independent component of
the Pehur High Level Canal (PHLC) Project of Pakhtunkhwa Enetgy Development Organization
(herein referred to as "PEDO", or the ”Pw'tioner”) and is located on the vight bank of Indus River,
immediately downstream of Tarbela teservoir. The Project lies in Swabi District of Khyber
Pakhtunkhwa (IKP) Province, approximately 1 Km south of Gadoon Industrial Estate and at 2
distance of about 5 Km from Topi village in the north. The Project is Iocated downstream of the

Gandaf Pressure Tunnel (GPT), which is an integral part of PHLC, which offtakes from Tarbela
reservolr at an elevation of 393.20 m above sea level.

The Project is one of the many such inidatives by the Government of Khyber Pakhtunkhwa (GoKP)
to utilize the hydropower potential of the province. The Feasibility Study of the Project was
completed in May 2001 and after requisite governmental approvals including aliocation of funds
and EPC contracting process, the construction of the Project started in February 2004. The Project
has been connected to 132 KV Gadoon Grid Station being operated through a 1.2 Kim long, single
circult 132 kV teansmission line.

Authority granted Generation License *\T o. GL(Hydel)/08/2009 to the Project on 26t November
2009, PEDO filed taniff petition for the Project to the Authority on 11% January 2010 for
determination of final generation tmff at COL The Project schi eved its Cr.:nnmz.c,ml Operations
Date (CODY on 1t March 2010, PEDO agreed with PRECO (Minutes of Meetdng attached as
Annexure 1) for supply of electricity at pre-COD rate of 1 Re/kWh dll COD. The Authority
determined the tariff of the Project through its Owder Mo, NEPRA/TRE-150/SHYDO-
2010/4295-4297 dated 6t December 2010, (the “Order” or “Turiff Determination™).

After the Tariff Determination, PEDC coordinated several times with PESCO and CPPAG for
singing of EPA, but both were reluctant to sign the EPA for the Pm)u:t with PEDO. Later in 2019,
uposn the sou moto action of Supmme f“ouft of Pakistan and after nine years of award of COD
tariff, CPPAG agreed to negotiate and sign EPA for the Project, and accordingly an BPA was signed
between PEDO and CPPAG on 14% May 2019 {Annexure 2).

t 15 important to highlight here that in 2019, at the time of signin@' of PPA/EPA with CPPAG,
PEIDO had decided that electricity generated during the remaining useful life of the Project shall be
sold to industrial consumers through wheeling. ,f\,ccornt-lgijz, the HPA that was to be executed with
CPPAG had to include an ‘exit clause’ that allowed PEDO to exit from the EPA with CPPAG and
Lxccute an BPA with industrial consumers for sale of electricity thmugh wheellng, after approval

fromn NEPRA (which was taken by PEIDO through amendments in Generation License of Project
on Apeil 27, 2020).

Keeping in wiew the above objective of sale of electricity to industrial consumers, CPPAG and
PEDO were restrained by the fact that the NEPRA approved tariff was on two-step basis i.e. higher
tarlff rate ducing First 10 years for debt repayment. Accordingly, parties had to come up with 2
fortnuia that does not restrict (a) wheeling or exit’ from the EPA with CPPAG, and (b) allows

realization of overdues from CPPAG/ PFBCO

Accordingly, CPPAG and PEDO agreed on below provided. formula (provided in clause @° of BPA
z.ppr:.nc,ed as Angexure 2) for payments from Project’s COD and onwards, and is subject to
Authority’s Approval:
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Petition for Tartff Modification 18 MW Pehur [-'[yﬁrg}]p(_}we_z' Project

2.1.8.

2.1.9.

“the Parties agree that ...... For avoidance of dowbi, it iy clarified that the amount of delivered electrical oniput in
EWh by the Seller since Commerdial Operation Date o Fiffective Date will be paid by PESCO npon reconciliation
through separate arvangement basod on levelized tariff and indesced from Hime te time by NEPRA after deduction of
already paid aniount.”

We understand that CPPAG, through its letter dated 13th March 2020, requested NEFRA to
approve the BEPA of the Project, and was subsequently advised by Authority (letter No.
NEPRA/SA(Techy/LAG-30/18807-08 dated 23ed July 2020 - Annexure 3) that the tariff
determination: of the Project is on “take or pay” basis instead of “take and pay” basis and is still
valid. Moreover, Authority advised that since EPA of the Project is singed on “take and pay” basis,
PEDC may file a tariff modification petition 1o NEPRA to modify the tariff to “take and pay” basis.
In this regard it is highlighted as per existing "L'ariff Determination, payments against all tariff
components by CPPA-G Is to be made based on units supply ie there is no capactty payment,
however there was a tasff step-down after 10% year that is proposed to be adjusted under this
petition to align with the signed EPA.

Accordingly based on above, this Modification Petition is belng instituted under Section 31 of the
Regulation of Generation, Transmission and Disteibution of Electric Power Act, 1997, tead with
Rule 3 of the NEPRA (Tariff Standards and Procedure) Rules, 1998 and all applicable provisions
of other NEPRA laws {or the modification Petition on the Authority’s Tartff Determination dated
6" December 2010,

2.2, Basis for Petition for Tariff Modification

221

2.2.2.

This Taiff Modification is being filed to request the Authority to allow certain justified wems and
amendments in the tariff structure of the Project, due to reasons discussed in para 2.1.5., 2.1.0 and
219 sbove. This Tariff Modification provides justification of requirement of these items for the
Project. PEDO reguests the Authority to re-consider its decision and modify the tazff of the
Project on the basis of matters surnmarized below:

®

Tariff on Take and Pay Basis instead of Take or Pay Basis

]

Delt Term of 25 years instead of 10 years

2 Insurance during operations

Above tariff modification items have been discussed in detail in the next section.




Petition for Tarff Modification

18 MW Pehur Hydropower Project

U3

Issues tor Tariff Modification

3.4. Tariff on Take and Pay Basis instead of Take or Pay Basis

344

;
i
'
i

3,14

Authority in its Order part defermined the tariff of the Project on “take or pay” basis, whereby
hydrological risk is o be borne by Central Power Purchasing Agency (CPPA-G). Moreover, since
BPA of the Project is singed on “take and pay” basis, PEDO may file a tariff modification petition
to NEPRA to modity the tariff to “take and pay” basis, Moreover, Note. (ii) of the Order part of
Tariff Determination states that:

Payment on account of hydrological risk shall be smade by the Power Purchaser an the basis of benchmark energy
Droduction based on the average historical hydrology for that particular month”.

However, para 17.2 of the Tariff Determination states that:

“The issne of hydrological risk and bydvology should be agreed between power producer and power purchaser with
mintaal consent and needs to be seitled in PPA”,

Considering the above, PEDO in its BPA with CPPAG agreed the tariff on “take and pay” basis
with CPPAG, whereby hydrological risk shall be bosne by power producer. EPA was signed with
CPPA-G on “rake and pay” basis, because of the fact that PEDQ intended to incorporate an
“entry/exit clause” in the EPA, so that it can enter into a wheeling arrangement.

Later, CPPAG through irs letter dated 130 March 2020 requested NEPRA to approve the BEPA of
the Project. However, Authority through its letter No. NEPRA/SA(Tech)/LAG-30/18807-08
cared 23+ July 2020 (Annexure 3) tesponded that”

Tariff granted to the Projects are on ‘take or pay’ basis instead of “take and pay’ basis, which iv still valid and

gperative as the same bave nol been amended or revised by the Authority. However, if PEDO or CPPALG reguire

any amendpment in lariff determination of subject project, they may file a taviff moedificasion petition in prescribed
EH

manngr.

Authority is kindly requested that since EPA of the Project is signed on “take and pay” basis
therefore Tariff of the Project be modified from “take or pay” basis to “take and basis”, whereby
hydrological risk to be transferred to power producet.

Authority is requested that allowing tariff on “take and pay” basis will reduce the overall burden of
capacity payment on CPPA-G and the consumers, NEPRA State of Industry Report also states
that:

“the obljgation of vapacity paymenis has ircreased due fo the Take or Pay’ Power Purchase Agreenents (PPAs).
Such types of PPAs reguire optimum utilization of available generation capacity to avaid the undue financial
burden that emanates from capacity payments.”

The under-utilization of “take or pay’ power plants increased capacity burden on CPPA-G and the
consumers. Moreover, “take or pay” EPAs also resulted in accumulation of circular debt, which is
a serious issue confronting the power sector and the countey as a whole. Capaciiy payments of
CPPA-G also results in increased cost of electricity to end-consumers as well as result in piling of
ever-increasing circular debt of the country.

0 | Pa
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Petition for Tartff Modification

317 Aathority in case of similar hydropower projects also allowed tariff of “take and pay basis”,
whereby hydrological risk is 10 be borne by the Power Producer,

3.1.8  Keeping in view the above, Authority is kindly requested to modify the tariff on take and
pay basis. This will in turn reduce the capacity burden on CPPAG,

3.2 Debi Term of 25 YVears instead of 10 Years

3.21  Authority inn the Tasiff Determination of the Project, allowed tariff on 10 years debt term to the
Project, whereby higher tariff is allowed in initial 10 years and a lower tariff in last 15 years, which
is requested to be adjusted to arrive at same tardff over the tariff control period for following
feasons:

The existing tasiff determined by the Authority is higher for the first 10 years and electricity
for such period has already been sold. Keeping this in view CPPA allowed an exit from BEPA,
in the best interest of consumers. Accordingly, the tariff structure is requested to be revised
from COD of the project, by increasing the debt period.

®  The Petitioner has already served ‘exit notice” as per clause (1) of its EPA with CPPA (Annexure
4} for entering in wheeling arrangements with BPCs as per Authority’s approval dated 274
April 2020.

=]

Approval of revised tariff structurs by Authority will resolve the matter of unpaid receivables
of last 10 years from CPPAG/PESCO.

3.22 Forabove teasons, Authority is kindly requested to aliow a debt term of 25 years. If the debt term
is changed to 25 years, the benchmark applicable annual wdff for first 10 years will reduced to
4.8159 Rs/KWh to 4.3143 Rs/kWh, as provided herennder:

Tariff table as allowed in the Tariff Determination (10 years debs period)

“harge:

- Fixed O&M Local D.6783 0.6783

- Debt Service 2.4699 -

- Return on Bquity ) 1.0445 1.0445

- ROEDC (0.2418 G.2418

- Withholding Tax 0.0965 0.0965
Variable Charge:

- Vasiable O&M: Forelgn 0.0675 0.0675

- Vagable O&M: Local 0.0675 0.0675

- Water Use Charpe (3.1590 0.1500
Total 4,8159 2.3401

Tariff table as requested ia this Tarff Modification (25 years debt period)

18 MW Pehur Hydropower Project. -
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18 MW Pehur Hydropower Project

- Fixed O&M Local 0.6783 (3.6783

- Debt Service 1.9682 1.9682

- Retumn on Equity 1.0445 1.0445

- ROEDC 0.2418 0.2418

- Withholding Tax £.0965 0.0965
Varable Charge:

- Varable O8M: Foreign 0.0675 0.0675

- Variable O&M: Local 00675 0.0675

- Water Use Chatge 0.1500 0.1500
Total ) 43143 4.3143 |

Accordingly, if the requested modification is allowed, the caleulation of receivables (of past ten
years) from CPPAG/PHSCO under two scenarios are provided below. The two scenarios provided
hereunder are (A) if tariff is not modified by NEPRA and (B) if this tariff modification request is
approved by NEPRA. The caiculations for both scenarios are based on actual electricity supplied
from the Project Le. 39155 (GWh as agreed by PESCO (letter attached as Annexure 3) from COD
to signing of EPA.

Price of elec Licizy 3 ciny
2019 =391.55 (5h) 1,886 2,517

Payment received from P}

~0 (for the pedod from Mar 2010 to Nov 2017) 303 303

PAG/PESCO 1,583 2,200

NI

2019 = 391.55 Wk ' 1716 | 2339
T i fre »CQ (for the period from Mar 2010 0 Nov 20173 303 30%

Hayment ¢
Aanount recsivable fe PAG/PESCO ‘ ) 1,413 2,036

Moreover, Authosity in case of a similar hydropower project also allowed the tatiff on of 25-year
debt term.

Accordingly, for a consistent tarii{f throughout the tariff control period, Authority is kindly
requested to allow a debt period of 25 year o the Project.

3.3 Insurance during operations

331

3.3.3

Petitioner in its earlier tariff petition requested the Authority to allow insurance during operations
of the Project. However, since no documentary evidence (insurance policy) was provided along
with the tariff insurance petition, therefore Authority decided (o allow the insurance component
once SHYIDO/PEDO finalizes its insurance arrangements and submits documentary evidence in
this repard and accordingly allowed insurance during operations o be considered for a later
decision up to 2 maximum of 1.33% of the EPC cost.

The relevant para 18.2 of the Tariff Determination is reproduced hereunder:

i the absence of any documentary evidence, ihe Authority har decided not to allow insurance cost at this point of
zime. Flowever, the Authority convidered that the insurance corrponents witl be considered gy ond when SFIYDO
Jealizes @5 inswrance arvangements and submits the documents to the Authority jor consideration and decision
ihereon up fo a mascimum of 1.35% of EPC cost.” '

PEDO has obtained Al
Limited (NICL). Insus
Breskdown, As per

mpany

- from Matiops] Insurance C
- i i “hinery

FRE ERTPERS

pavinent record
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3.3 Moreover, Authority in case of similar hydropower profects also allowed insurance during
operaiions.
335
2014-15 496158063
2015-1¢6 73386547
200617 SULE4GEY PO0.2017 3.810,40¢6.
L 201718 236706596 GE-07-2018 3,810,406
20708-19 1285894649 10012019 3,810.4006
(‘10 20 29909820 15-01-2020 5,117 549
207J 21 40856089 11-01.2021 5,117,496
Total 39,933,200
Record of the above insurance payments is attached as Annesure ;
3.3.6  Inview of the earlier decision in the Taciff Determination, Authority is kindly reguested to
allow cost of Insutance during operations to the Project.
9 ‘ Poape

Petition for Tact! Modification

18 &NV Pehr Flydeopower Veoject

{(Ansexure §) Petittioner is required to pav antual surance o NICT during
of the Project, which s requested to be allowed (o the Project,

o

1g the operatonal phase




Pedtion for Tarff Modification 18 MW Pehur Hydropower Project

04 Prayer

In light of the foregoing, it is respectfully prayed that the Order/Tariff Determinaton may be modified in
a manner that the tariff adjustments are made in terms of this Petition for Tariff Modification.

Authority is requested to kindly to divect CPPAG/PESCO for an earliest payment of PEDO’s receivables
n respect of energy supplied from COD 1o the signing of EPA. Any other relief that the Petitioner ray be
entitled to, be also allowed to the Project in the interest of justice.

Moreover, Authotity in its modification of generaton license (No. NERPA/R/LAG-145/11367-72 dated
270 Apeil 2020) of Pehur Hydropower Project approved wheeling arrangement, which includes Energy
Wheeling Agreement (EWA) for supply of electricity to specified industrial consumers. Under the EWA
{attached as Annexure 8), excess energy (if any) will be supplied to PESCO at NEPRA approved tatiff,
This is also in lice with NEPRA’s Amendment to Wheeling Regulations dated 12t December 2020. Clause
7.4 (a) of approved ENVA states that

“The parties agree that the time period for delfivery of excess energy, if any, at the Eacit point at the end of Billing Cyele shall
be purchased by PESCO at leveliged tariff determined by NEPRA and indexced by NEPRA from time to time.”

Authority is kindly required to approve that the tadlf allowed for the above Tariff Modification Petition
may also be made applicable for sale excess energy to PESCO under EWA dated 17t February 2020.

The Petitioner also requests that it he provided with an opportunity to present full supporting evidence and
docutnents at a tme directed by the Authoriry. The Petitioner reserves the dight to take additional grounds
as may be required.

Respectfully submitted on the behalf of Pedrioner.
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Me. Junaid Igbal 4 @éﬁ@ swali

Resident Bagineer Pehur Hvdropowu Complex
Pakhtunkhwa Eaergy Development Organization

24.006.2021
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