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PART Il
Statutory Notifications (S. R. O.)

GOVERNMENT OF PAKISTAN
MINISTRY OF ENERGY
(Power Division)

NOTIFICATION
Islamabad, the 20th December, 2019

S. R. 0. 1576(1)/2019.—In pursuance of sub-section (7) of section 31of
the Regulation of Generation, Transmission and Distribution of Electric Power
Act, 1997 (XL of 1997), in supersession of its earlier Notification No. S.R.O.
1105(1)/2015 dated the November 5", 2015, the Federal Government is pleased
to notify National Electric Power Regulatory Authority’s approved upfront tariff
for Al-Moiz Industries Limited for delivery of electricity to the power purchaser,
namely;—

ORDER
. 1-10 years 11-30 years Indexations
Tariff components (Rs/kWh) (Rs./KWh)
Fuel Cost 5.9822 5.9822 Fuel price
Variable O&M Local 0.1197 0.1197 Local CPI
VariableO&M Foreign 0.3393 0.3393 PKR/US$, US CPI
Fixed O&M Local 0.3194 0.3194 Local CPI
Insurance 0.2204 0.2204 -
Working Capital 0.1733 0.1733 KIBOR
Debt Service 3.8970 - KIBOR
Return on Equity 1.0346 1.0346 PKR/US$
Total 12.0859 8.1888
2891 (1—9)

Price: Rs. 20.00
[2003(2019)/Ex. Gaz.]
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(i) The above reference tariff is applicable for 30 years from
commencement of COD.

(i) The above tariff is applicable for new Co-generation projects based
on Bagasse.

(iii) The above tariff has been worked out on the basis of reference
PKR/USS$ rate of Rs. 101.6.

(iv) The reference component wise Adjusted Upfront Tariff table is
attached herewith as Annex-I

(v) The reference Adjusted Debt Service schedule is attached herewith
as Annex-I1.

l. Pass-Through Items

If the company is obligated to pay any tax on its income from generation
of electricity, or any duties and/or taxes, not being of refundable nature,
are imposed on the company up to the commencement of its commercial
operations for import of its plant, machinery and equipment, the exact
amount paid by the company on these accounts shall be reimbursed by
the power purchaser on production of original receipts. This payment
should be considered as a pass-through payment spread over a twelve
months period. Furthermore, in such a scenario, the company shall also
submit to the power purchaser details of any tax savings and the power
purchaser shall deduct the amount of these savings from its payment to
the company on account of taxation.

The adjustment for duties and/or taxes will be restricted only to the
extent of duties and/or taxes directly imposed on the company. No
adjustment for duties and/or taxes imposed on third parties such as
contractors, suppliers, consultants, etc., excluding adjustment for taxes
imposed on dividend as stated below, will be allowed.

Withholding tax on dividends will also be allowed as a pass through
item just like other taxes. The power purchaser shall make payment on
account of withholding tax at the time of actual payment of dividend, on
production of original receipts, subject to maximum of 7.5% of return on
equity. In case the company does not declare a dividend in a particular
year or only declares a partial dividend, then the difference in the
withholding tax amount (between what is paid in that year and the total
entitlement as per the net return on equity) would be carried forward and
accumulated so that the company is able to recover the same as a pass
through from the power purchaser in future on the basis of the total
dividend payout. Adjustment for variation in tax rate on dividend from
7.5% shall also be allowed as a pass through item by the power
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purchaser, after satisfying itself that tax rates have actually varied. The
company shall also submit to the power purchaser details of any tax
savings and the power purchaser shall deduct the amount of these
savings from its payment to the company on account of taxation.

1. Indexation/adjustment

The following indexation shall be applicable to the reference upfront
tariff:

@) Fuel Cost Component

Fuel cost component of tariff will be adjusted on account of variation in
price of fuel (bagasse) on yearly basis in advance (w.e.f. 1st of October
of each applicable year) as per the formula given hereunder.

FCC (Rev) = FCC (Ref) X BFP (Rev) / BFP (Ref)

Where;

FCC (rev) = Revised fuel cost component of tariff for the
applicable year.

FCC e = Reference fuel cost component of tariff at the
time of determination.

BFP(rev) = Revised price of bagasse in Rs./ton as
determined in accordance with mechanism set
out below.

BFP (ren = Reference price of bagasse for the relevant year.
Current reference price is Rs. 2,966.23/ton

BFP (Rev) = CPCIF (Rev) X 6905/23810

Where;

CPCIF (Rev) = {CPFOB (Rev) +MF (Rev) + Ml (Rev)} X ER (Rev)

Where;

CPCIF (rey) = Revised CIF price of coal in Rs./ton for the
applicable year.

CPFOB (gey) = Revised FOB price of coal expressed in

US$/ton based on monthly average of prices
published in the Argus McCloskey’s API4
index for the relevant year.

MF gev) = Revised marine freight of coal per ton as
worked out below.

MF ®ev) = US$ 18.83 X BIX (rev) / BIX (gen

Where;

BIX (rev) = Revised monthly average of the daily Bunker

Index price for 380-CST published by the
Bunker Index for the relevant year.
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(b)

BIX (e = Reference monthly average of the daily Bunker
Index price of 380-CST published by the
Bunker Index. Current reference is US$
629.6417/ton.

CPFOB (gev) X 0.1%

Revised monthly average PKR/US$ exchange
rate for the relevant month.

The constants such as 6905, 23810 and US$ 18.83 are fixed values
representing LHV value of bagasse in btu/kg, LHV value of coal in
btu/kg and fixed value of marine freight charges per ton of coal
respectively.

MI (Rev)

R (Rev)

Note:

1. Applicable year means, the year for which adjustment/indexation
of fuel cost component is required starting from 1st of July and
ending on 30th of June.

2. Relevant year means the year immediately preceding the applicable
year for adjustment/indexation of fuel cost component.

O&M Cost Component

The local O&M component will be adjusted on account of local
Inflation and foreign O&M component will be adjusted on account of
variation in Rupee/Dollar exchange rate and US CPl. Quarterly
adjustments for inflation and exchange rate variation will be made on 1st
July, 1st October, 1st January & 1st April respectively on the basis of
the latest available information with respect to Pakistan CPI (general),
US CPI (notified by US bureau of labor statistics) and revised TT&OD
Selling rate of US Dollar (notified by the National Bank of Pakistan).
The mode of indexation will be as under:

(i) Fixed O&M Local

FO&Mgevy=  O&M ger) * CPl gev) / CPI ge)
Where:
FO&M gev) =  The revised applicable Fixed O&M local

component of tariff indexed with Pakistan CPI.

O&M gery = The reference fixed O&M local component of
tariff.

CPI (rev) = The Revised Consumer Price Index (General)
for the relevant month.

CPI (rer) =  The Consumer Price Index (General) of 198.16

for the month of April 2015 as notified by the
Federal Bureau of Statistics.
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(i) Variable O&M

V O&M (LREV) = O&M (LREF) * CPI (REV) / CPI (REF)

V O&.M (FREV) = O&M (FREF) * USCP' (REV)/ USCP' (REF) * ER (REV)/
ER(REF)

Where:

V O&M (rev) = The revised applicable Variable O&M local
component of tariff indexed with CPI.

V O&Mgreyy = The revised applicable Variable O&M foreign
component of tariff indexed with US CPI and
exchange rate variation.

O&M (1rer = The reference variable O&M local component
of tariff.

O&M (rrer) = The reference variable O&M foreign
component of tariff.

CPI ey = The Revised Consumer Price Index (General)

for the relevant month.

CPI gen =  The Consumer Price Index (General) of 198.16
for the month of April 2015 as notified by the
Federal Bureau of Statistics.

USCPlgeyy = The Revised US Consumer Price Index (All
Urban Consumers) notified by the US Bureau
of Labor Statistics.

USCPl gery = Reference US CPI (All Urban Consumers) of

236.119 as notified by the Bureau of Labor
Statistics for the month of March 2015.

ERRev) = The revised TT&OD selling rate of US dollar
as notified by the National Bank of Pakistan.
ER rer) = Reference TT and OD selling rate of US

dollar of Rs. 101.60.

(© Adjustment of working capital cost

The cost of working capital shall be adjusted on account of variation in
3-month KIBOR over the reference KIBOR of 7.99% while premium
over KIBOR 2% remaining the same for the entire tariff control period.

(d) Adjustment of debt servicing component

The interest part of fixed charge component will remain unchanged
throughout the tariff control period except for the adjustment due to
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(e)

variation interest rate as a result of variation in quarterly KIBOR
according to the following formula;

Al =
Where:
Al =

P(REV) =

Return on Equity

P (REV) * (KIBOR (REV) — 95%) / 4

the variation in interest charges applicable on local
loan corresponding to variation in quarterly KIBOR.
A T can be positive or negative depending upon
whether KIBOR geyy) > or < 9.50%. The interest
payment obligation will be enhanced or reduced to
the extent of A I for each quarter under adjustment
applicable on quarterly basis.

is the outstanding principal (as indicated in the
attached debt service schedule to this order) on a
quarterly basis on the relevant quarterly calculations
date.

Return on equity (ROE) as well as Return on Equity during Construction
(ROEDC) component of tariff shall be adjusted for variation in
PKR/USS$ exchange rate according to the following formula:

ROE (REV) = ROE (REF) *ER (REV)/ER (REF)

ROEDC gevy = ROEDC rer * ER rev)/ER rer)

Where;

ROE (gev) = Revised Return on Equity component of
tariff expressed in Rs/kWh adjusted
with exchange rate variation for the
relevant period.

ROEDC gevy = Revised Return on Equity during
Construction component of tariff in
Rs/kWh adjusted with exchange rate
variation for the relevant period.

ROE (rer) = Reference Return on Equity component
of tariff expressed in Rs/kWh.

ROEDC gery = Reference Return on Equity during
Construction component of tariff
expressed in Rs/kwh.

ER (rev) = Revised TT and OD selling rate of US
dollar as notified by the National Bank
of Pakistan.

ER rer) = Reference TT and OD selling rate of

US dollar of Rs. 101.60.
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1. Terms and conditions of Upfront Tariff

(M The Upfront tariff is applicable for power generation using
bagasse.

(i) The Adjusted Upfront Tariff will be applicable and become
effective on January 04, 2019 (i.e. after COD).

(iii) ~ The decision of the applicant to opt for upfront tariff is
irrevocable.

(iv) All energy offered for sale by the Co-generation projects shall
be taken by the power purchaser on priority.

(V) This tariff will be applicable for a period of thirty years (30)
from COD.

(vi) In the Upfront Tariff no adjustment for certified emission
reductions has been accounted for. However, upon actual
realization of carbon credits, the same shall be distributed
between the power purchaser and the power producer in
accordance with the applicable GoP Policy, as amended from
time to time.

(vii)  The project is allowed to use other biomass fuel such as rice
husk, cotton stalk etc. in combination with Bagasse or
separately. However use of coal imported or local is not
allowed.

(viii)  To safeguard interest of consumers, the Authority may review
the fuel pricing mechanism stipulated above in accordance with
NEPRA applicable law, after due consultation with the
affected/interested parties, if it is deemed that there is
exorbitant/unreasonable increase in international coal prices.
Similarly, to mitigate risk to the power producer and to
encourage the investors to put up bagasse based(indigenous
fuel) cogeneration projects, the reference CIF coal price of US$
100.67/ton used at the time of this determination shall be
considered the floor/minimum price for the purpose of the Fuel
Cost Component.

The EPA/PPA executed shall be consistent with all applicable
documents including Generation License and NEPRA’s Tariff determination for
the power producer. Any provision of EPA/ PPA which is inconsistent with
NEPRA’s Tariff Determination shall be void to that extent and its financial
impact shall not be passed on to the end consumer.
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Annex-8
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[No. Tariff/AMIL-2013.]

SYED MATEEN AHMED,
Section Officer (Tariff).
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