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AMENDMENTS IN POWER POLlCY-2002

1

1) Income Tax Exemption for Dual-Fuel I Exclusively Oil·Fi..-ed Projects
As per ECC's decisions rimed .1'" January 2006 and 2r May 2006

Exemption from Income Tax. Including turnover rale l<lx and withholding lax on
imports, is flOW availJble to dual-fuel (gas (lnd liquid fuel; in case of limited gas
availability), as well as exclusively oil· fired power plants

2) Indexation of Foreiqn O&M Cost (variable and fixed) with US CPI
As per ECG's decision dared 1ffh August 2006

The foreign component or O&M Cost (vanable and fixed) would be Indexed with
US CPI, effective from the month of applIcation by the IPP 10 NEPRA for tariff
determination. if il 15 demonstrated by the IPP to NEPRA that thc inflation
indexation is not already covered in lhe O&M contract.

3) EPe Cost Escalation
As per ECG's (fvcisioll d,1fccl1d" August 2006

IPPs i1rc expecled 10 npply for tariff 10 NEPRA on the basis of rc;)sonable
assurance 01 "fixed pllce EPC contract'. while taking into account all limelines
and mileslones up 10 the Financial ClOSing However. any· legitimate cost
escalation between tllc dalc of applicnllon to NEPRA (for larilf determinalion)
and the FlnlJnciill ClOSIng. v.'ould be accounted for In Ihe NEPHA-dctermined
tariff by lilking into con~;rdera1ion thc period in whIch prlCCS of EPe conlract rlre
fixed. lJncf the lilllcline:) nnd milestones up 10 1I1C Financial Closinn (which are
knmvn 10 I>oth the IPP & NEPR/\ ()l Itwt lime) Tiles!! llmclines and milestones
\'Iould be reconJcd in the tiJnff delcrrnll1<llion II <lny delay rn rneeting the
milestones C;ln be InUltll1l<Jlcly JttriblJled to ttw Governmen!. Itlen justifiable
cscal<llion in t[Hiff wOIJld be allov,'ed by NEPnA

4) Concession Period for Hydropower projects
As per EGC's decision <fa/cd ,'1 Sepfembet 2005

The leon or the concession penod lor hychopo\.\'el proJecls in lhc pnvate seclor
will be up to fitly (50) ye.lIs

5) GOP Guarantee for up to 50 MW Projects
As per EGG's deCISIon dated ,sI September 2005

nle Guarantee being extended 10 projecls above 50 MW will also be provided
to projects up to 50 MW provided thaI the POWCI PIJrchaser is a FcclCr<:l1 cntily
Jnd the tanff is approved by the Natronal Electnc Power RC!jul<llory Authority
(NEPR/\)
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6) Solicitation of Hyde! I Coal Proposals lhrouqh Advertisement in Press
1\5 PCI I~ CC 's dUCISlon dated 1</ Sepif...'mbcr 2005

··'t·,·,'-1 oj,-__"-e _. '

7)

For law hydel "1110 coals site plojee1s, expression of inleresl will be invitee!
through advertisement in tile press and nle Sponsors who submil llle best
proposill, as decided by the PPIG Goard. will be issued lO) for feasibility sludy.

GOP Approval for Gas/Oil Based Thermal Projects
lis PCl ECC's cfccision dared 4/h January 2006

In view of the worsening fuel mix, no further gas or oil based thermal power
proposals will be entertained by PPIB withoull11e approval of lhe GOP.

8) Award of Gas/OiJlOual·Fuel based Thermal Projects only through ICB
lis pcr ECC's deciSion dated 1~1 September 2005

The projects will only be awarded on leB basis wherevcr gas is made available
by the producers 10 Ihe Governmcnt and tile Governmcnt allocates il for Power
sector. Same will apply 10 oil or dual-fuel projects. Similarly, all projects fOl
which feasibility has been prepared will be offered to Ihe private seclor on ICO
lJasis

9) Improved Procedure for Tariff Negotialions
lis PCI 'he GUIde/illes for OefcrmiflO/lon of TOllff (01 fIJ!>::; approved lJy IIle GOP III

NovcfIIfJar 2005

II ,ill IPP wishes 10 submit an unsolicited /)Id and wLlnts 10 scllle tariff through
/H!fjotiations, NEPlif\ will determine IcHill ill consultation with the IPP and Ille
POWCf purchaser, Instead of the IPP fllSI ncgo!iCltin~J tari" with the power
purchaser.

10) Elimillatioll of Secretary's Committee
I1s pe" EGG's (/(xlsiOfJ dated 1" Sop/ember 2005

Secretary's Cormnil1ee stands eliminated and proposols will now be submitteL!
directly 10 the Board 01 PPIB.

11) Revised Composition of the Board with Co-opted Members

The composition of lhe Board of PPIB has been revised, including amendments
10 rellect Ihe co-option of Provincial Chiel Secretaries and other DepartmentDI
Heads as Board members (as and when required) for such meetings where
items/projects pertinent to the parlicular Provincel)\JI< forrn part of Ihe agenda
for Board meetings.
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12) Currency Exchanqc Rate:
As per ECC's deCIsion rfa/cd 2:1" May ?007

(i) To enable IllGximum compelillon hom Suppliers Dnd Contractors. the IPPs
should nol be exposed 10 impact of exchange rale vc:lliallon between US
dollars. Ewos. Pounds Slerhnn and Japanese Yen uplo Commercial
Operalion Dale (COO). Consequences of Ihis variation, whether resulting
in increase or decrease in tarllt. should be reflected in finallariff to be fIxed
al COD. EPe contracts denominated in these lour currencies besides
rupees should thus be accepted by NEPRA.

(ii) Al the COD. the capital cosl be fixed in US dollars based on actual
currencies of EPe Contract accepted by NEPRA a' the lime of tariff
determination, sources of financUlg, payments and actual exchcmge rates
against rupee for the four cunenCles (US dollars, Euro. Pound Sterling and
Japanese Yen) on the relevanl dales, Towards this end IPPs should
eslabJistl lhe relevant cosl delDds to NEPRA with actual.documents <Jnl!
proofs regarding EPC confrael, sOlJlcing of equipment am! finances

(iii) To broaden Ihe access for debt "nancin~J, debl can be obtained by IPP in
US Dollar, Pound Sterling, Euro and Yen. This should receive the same
tre<llment as currently .1v<Jilable for US dollar denominaled debt

(iv) As O&M cosls ilre incurred subsequellt 10 COD, O&M Cost AdJuslment
should continuu fo be based on exchange rate valialions bc..!lwccn Pok
Rupee .Jnd US dollars

(v) NEPRA should slop the prilclice or ;lcccpling EPC costs 011 thc baSIS of
quotations elc Inslo<'1(J. they s/loukl bilse IIleir dclcrminallOIl Oil firm (non­
reopcn.1ble) compclllivc pllce duly inItialed/signed bj Ihe IPP/EPC
conlractors.

(vi) The Perform.Jnce Gu;:uDnlecs 10 PPIB/GOP and Leite, 01 Cfedits in ftlVOUf
of Power PurchLlser may be accepted In Euro, Pound Slcrllng tl/1(1 Yen in
addition to US$.

13) Return on equity:
I1s pcr ECG's ,ieclSIOII dared 2.r: Mil)' ?OO/

(viI) The Return on Equity should be .1I10wed in one currency i.e US dollL)rs. 1\11
Return on Equity (for foreign exchange vnd rupee based equIty) be
converted to equivalent US doJl;us amount at reference exchange r<:lle (as
noted in NEPRA's dctcrmlll<:lt,on) and :lujusled for vari..,tlons in USS/Rs
r~lcs ;]s presently bCIflU <lone fOf fetwll on lorei9n componenl of equily
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15) Income Ttlx xemption for xp~msion Projects of xisling IPPs:

s per C cisi n d Ie 8- 4-2008. Ihe exemption from incom I x un r
claus 132 of P rt-1 of Second S h dule 10 the Incom Tax rdin nee, 2001
sh II Iso avail ble 10 the (" nsi n projects or isli 9 IP 5 already in

p ration.

16) PPIB's Revised ce Structure:

As pr v d y lh 0 nJ or 18 in its 79 th 8 rd etin hel on
201'1 Dec mb r 2008, Ih f //0 Ing cc Slrue ure is eurre lJy applicabl (in Ii (I

f 111 Slruclur speeifi d l (FJ<lra 7 of the Policy ~ P wer G nera(ioll
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