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CHAIRMAN’S MESSAGE

The country has been experiencing one of the worst electric power crises of
its history. Lengthy power outages have threatened to derail economic and
industrial growth. An unprecedented growth has been seen in the demand of
electricity during the last decade, but the gap between demand and supply has
widened due to various reasons including lack of proper planning, insufficient
capacity additions both from the private and public sectors, non-performance of
power related public sector entities, non-payment to power producers resulting
in circular debt accumulation, and unbalanced fuel mix.

The need of the hour is a multi-pronged strategy to mitigate the situation by
providing an enabling environment for investment in the power sector and
adopting fuel diversity as well as energy conservation. The government has
plans to convert the existing thermal plants to coal. Imported coal-fired projects
have also been planned for electricity generation for meeting future demands.
Hydel projects are a priority for the government. Likewise, increased attention
is being given to nuclear, wind and solar energy sectors. From large projects
to small and medium sized power projects, the opportunities for investment are
wide-ranging. Transmission and distribution losses are being reduced. A plan
to provide targeted subsidy to the poor has been initiated by the government.

A key feature of the current government’s policies is encouraging foreign
investment, which is aimed at developing the power projects and related
infrastructure in Pakistan. We are providing competitive incentives and
opportunities to foreign and local investors and trying to remove bureaucratic
obstacles as well as improving the investment climate in the country. The
economic achievements of the current government are clearly visible in terms
of growth and a sharp increase in foreign exchange reserves from previously
precarious levels.

The Annual Report of Private Power and Infrastructure Board relates to the
contributions made by PPIB to help the economy by adding electricity to the
national grid through the private sector. PPIB has added more than 8500 MW
of electricity in the system through private sector, which is around 45 % of the
total power generation of the country. Completion of the first private sector
hydropower project of 84 MW is a glorious achievement by PPIB in 2012-13.
We wish to further strengthen PPIB as a one-window facilitator and to make
the procedures easier and investor-friendly for encouraging further investments
in the private power sector. Our future vision focuses on good governance and
cheaper power generation. Since electricity is the wheel of the economy, the
motion of which powers economic and industrial growth, we look forward to
reducing poverty by generating employment and business opportunities.

Khawaja Muhammad Asif
Minister for Water & Power/
Chairman PPIB






FOREWORD

It gives me great pleasure to present the first Annual Report of the Private Power
and Infrastructure Board (PPIB) for the year ending June 30, 2013 in the light of
provision of Part-V, Section 21 of the PPIB Act, 2012.

Private Power & Infrastructure Board (PPIB) has been working to attract and
facilitate foreign direct investment as well as local in Pakistan’s power sector
and related infrastructure. PPIB also provides technical and legal support to
the provinces, AJ&K and Gilgit Baltistan, and monitors and assists Independent
Power Producers (IPP).

PPIB was created in 1994 by revamping the Private Power Cell of the Government
of Pakistan, and since its inception has managed to attract a huge investment of
more than nine billion US dollars in the power sector by establishing 29 power
projects with a cumulative power generation capacity of 8600 MW. These IPPs
have an important role in reducing the gap between demand and supply. More
importantly, the completion of Pakistan’s and Azad Jammu Kashmir’s first hydro
IPP, 84 MW New Bong Escape of Laraib Energy Limited (with major shareholding
of HUBCO) is a major achievement by PPIB during the period covered by this
Annual Report. Since the project is located in AJ&K, PPIB has made extensive
efforts in the development of legal framework and project agreements to make
the project bankable. Another hydropower IPP, the147 MW Patrind Hydrpower
Project being sponsored by Korea’'s K-Water, Daewoo and Sambu achieved its
financial close on 20th December 2012. Construction activities on site have
been started and are expected to be completed in 2017. The project is located
at Kunhar River (a tributary of River Jhelum) in Muzaffarabad, AJ&K.

PPIB has taken several new initiatives like preparation of initial upfront tariff
for projects based on various technologies, developing simplified framework
for fast track implementation of hydropower projects, formulating guidelines
for conversion of existing thermal power plants to cheaper fuels and initiating
a comprehensive plan for hydropower development in the country with the
support of Three Gorges International, China. PPIB has completed feasibility
studies of various hydropower projects, and has also offered new hydropower
projects for investment by the private sector. Currently, 20 projects of 9000 MW
are being processed by PPIB out of which 7800 MW are hydropower projects.
These are expected to reach completion between five to eight years.

The Annual Report 2012-13 covers an overview of PPIB achievements and
activities for the year under consideration, support extended to the provinces,
details of the projects under 1994 policy, 1995 and 2002 power policies, PPIB’s
new initiatives, future plans, and audited accounts. The same is being presented
to the Council of Common Interests and both houses of the Majlis-e-Shoora
(Parliament) in the light of provision of Part-V, Section 21 of the Private Power
and Infrastructure Board Act, 2012.

Shah Jahan Mirza
Managing Director, PPIB
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1.1 Background

Private Power Cell

From the onset of the decade of 1980,
both WAPDA and KESC began to
experience difficulties in coping with
the surge in demand for electric power
in Pakistan. In 1985, the Government
of Pakistan (GoP) decided for the first
time to bring the private sector into
the area of electric power generation.
In 1988, the USAID through its Power
Development Project provided a special
grant to the GoP for encouraging
the private sector to develop power
infrastructure in Pakistan. This included
creation of a Private Power Cell in the
Ministry of Water & Power.

It was in 1986 that the 1292 MW Hub
Power Project, Pakistan’s first IPP,
was initiated reaching maturity when
its Security Package Agreements
(A, PPA and FSA) were signed in
August 1992. Subsequently, a ground
breaking ceremony was held on site
in September 1992. This project also,
paved the way for other investors
attracting interest from  several
prominent private sector players who
were drawn to establishing power
plants in the country.




- In October 1993, a Task Force on Energy was created
Creatlon to draw up the power and petroleum policies. The
“Policy Framework and Package of Incentives for

- Private Sector Power Generation Projects in Pakistan

Of P rlvate 1994” (1994 Power Policy) was announced as a result
of the recommendations of this Task Force on Energy.

Power a nd Under the 1994 Power Policy, the Private Power and

Infrastructure Board (PPIB) was created in August

I nfra stru Ctu re 1994 through the revamping and reorganization of the
Private Power Cell. The basic functions given to PPIB

interalia are to promote private investments in the

B O a rd (P P I B) power sector and to act as a One-Window facilitator
on behalf of the GoP and its Ministries/Departments

as well as to execute IA and provide GoP guarantees

on behalf of President of Pakistan. It is also tasked

with facilitating IPPs in executing PPA, FSA, GSA, WUL

with relevant GoP agencies. Additionally, it provides

technical, financial and legal support to Ministry of

Water & Power, the provinces/AJK, and coordinates

with local and multinational development Finance
Institutions.

To promote private investments in the power sector

To act as a One-Window facilitator on behalf of GoP, its
Ministries/ Departments

To execute IA and provide the GoP guarantees on behalf of the
President of Pakistan

To monitor and facilitate IPPs in executing PPA, FSA, GSA, WUL
with relevant GOP agencies

To provide technical, financial and legal support
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1.2 Private Power and Infrastructure
Board Act 2012

In view of the greatly expanded role of PPIB, it was felt that PPIB needed to be re-
established under a new statute, which would reiterate its existing functions and
elaborate upon its new role.

Providing PPIB with a statutory status was required not only to improve its overall
functioning but also to provide it with legal support for carrying out its functions while
implementing the power policies of the government.

Some broad reasons that a statute was required are outlined below:

° To inspire private sector and public sector confidence in the authority,
credibility, efficiency and permanence of PPIB.

o To establish its legal status. In litigation cases, the Supreme Court of Pakistan
had shown serious concern as to PPIB’s legal status and its powers to sue
and be sued in its own name as well as for and on behalf of the President of
the Islamic Republic of Pakistan.

° To pre-empt legal complications resulting from large-scale reforms over
private sector participation in power generation and related infrastructure. In
order to avoid such complications, it was imperative to give PPIB a legal
status.

o To meet the need for a statutory body that would fill in the pre-existing legal
and administrative vacuum spawning technical, legal and administrative
issues. The private power sector has been faced with the growing realization
that a statutory body is essential for attracting, encouraging and facilitating
private investment as well as for implementing the Power Policy.

° To provide a stronger platform for the PPIB to take up a more proactive role
in the power sector. With the shift in emphasis from thermal to hydel and
coal-based power generation drawing interest of the private sector, PPIB is
required to play a more proactive role in the swiftly evolving and increasingly
competitive power market in Pakistan.

o After due processing through the Cabinet, CCI, National Assembly and
Senate, the process for transforming the PPIB into a legal entity was initiated.
Subsequently, the “Private Power and Infrastructure Board Act, 2012” was
passed by the Parliament, received assent of the President on the 2nd of
March, 2012 and was published in the Gazette of Pakistan on 6th March,
2012.

The Private Power and Infrastructure Board Act 2012 (the “Act”) is placed at
Appendix-I.
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Under Part-1ll Section 6 of the Act 2012, the Federal Minister for Water and Power heads the Board as
Chairman with members drawn from the relevant ministries at secretary level, provincial representatives
and also private members. The following list reflects the composition of the Board of PPIB:

Federal Government

o-
7-
8-

Federal Minister for Water and Power,
Government of Pakistan, Islamabad.
Secretary, Ministry of Water & Power,
Government of Pakistan

Secretary,  Ministry  of  Finance,
Government of Pakistan or his nominee
not below the rank of Additional
Secretary or equivalent

Secretary, Ministry of Petroleum &
Natural Resources, Government of
Pakistan or his nominee not below
the rank of Additional Secretary or
equivalent

Secretary,  Planning  Commission,
Government of Pakistan or his nominee
not below the rank of Additional
Secretary or equivalent

Chairman, Federal Board of Revenue
Chairman, WAPDA

Managing Director, PPIB

Chief Secretaries of Provinces and AJ&K or
their nominees not below the rank of Addi-
tional Secretary or equivalent

-
10-

Chief Secretary, Sindh
Mr. Khalid Awais Ranjha, Additional
Secretary, Energy Department,
Government of Punjab

11-

12-
13-

Mr. Fawad Hashim Rabbani, Secretary
Energy, Government of Balochistan
Chief Secretary, Khyber Pakhtunkhwa
Chief Secretary, Azad Jammu and
Kashmir, Muzaffarabad

One representative from Gilgit Baltistan
and FATA

14-

15-

Engr. Nasir Ali Shigri, Ex. Secretary,
NAPWD, Gilgit-Baltistan

Secretary Administration, Infrastructure
and  Coordination  (FATA), FATA
Secretariat, Peshawar

One private sector representative from each

province

16-  Mr. Muhammad Zubair Motiwala,
Karachi (Sindh)

17-  Mr. Manzoor A Sheikh, Lahore (Punjab)

18-  Mr. Muhammad Naseem Bazai, Quetta
(Balochistan)

19- Mr. Muhammad Younis Marwat,

Peshawar Cantt (Khyber
Pakhtunkhwa).
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1.4

1.5

Meetings of the Board

The meetings of the PPIB Board are held regularly. Since its inception in 1994 till June 2013, a total of
93 meetings of the Board have been held in the course of which important decisions have been taken.
Appendix-Il shows the detail of Board meetings held during financial years 2011-12 and 2012-13.

Functions and Powers of PPIB

Under the Act, PPIB shall exercise all powers, which shall enable it to effectively perform its functions as
specified below:

- Recommend and facilitate development of power policies;

- consult the concerned Provincial Government, prior to taking a decision to construct or cause to
be constructed a hydroelectric power station in any Province and to take decisions on matters
pertaining to power projects set up by private sector or through public private partnership and
other issues pertaining thereto;

- coordinate with the Provincial Governments, local governments, Government of Azad Jammu
and Kashmir (AJ and K) and regulatory bodies in implementation of the power policies, if so

required;

- coordinate and facilitate the sponsors in obtaining consents and licences from various agencies
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of the Federal Government, Provincial Governments, local governments and Government of AJ
and K;

work in close coordination with power sector entities and play its due role in implementing power
projects in private Sector or through public private partnership as per power system requirements;

function as a one-stop organization on behalf of the Federal Government and its Ministries,
Departments and agencies in relation to private power companies, their sponsors, lenders and
whenever necessary or appropriate, other interested parties;

draft, negotiate and enter into security package documents or agreements and guarantee the
contractual obligations of entities under the power policies;

execute, administer and monitor contracts;

prescribe and receive fees and charges for processing applications and deposit and disburse or
utilize the same, if required;

obtain from sponsors or private power companies, as the case may be, security instruments and
encash or return them, as deemed appropriate;

act as agent for development, facilitation and implementation of power policies and related
infrastructure in the Gilgit-Baltistan areas and AJ and K;

prescribe, receive, deposit, utilize or refund fees and charges, as deemed appropriate;

— open and operate bank accounts in local
and foreign currencies as permissible under the
laws of Pakistan;

— commence, conduct, continue and terminate
litigation, arbitration or alternate dispute
resolution mechanisms at whatever levels
may be necessary or appropriate and hire and
pay for the services of lawyers and other experts
therefor;

— appoint technical, professional and other advisers,
agents and consultants, including accountants,
bankers, engineers, lawyers, valuers and other
persons in accordance with section 11;

— hire professional and supporting staff and, from
time to time, determine the emoluments and
terms of their employment, provided always that
at no stage shall such emoluments be reduced
from such as are agreed in the contracts with
such persons; and

— perform any other function or exercise any other
power as may be incidental or consequential
for the performance of any of its functions or
the exercise of any of its powers or as may be
entrusted by the Federal Government to meet the
objects of the Act.
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2.1 Facilitator

Since its creation, PPIB has received, processed and facilitated numerous investments proposals from
the private sector. The breadth of experience that PPIB has garnered in interacting with so many national
and international investors and in processing projects of such magnitude is unmatched around the
world. Following are the world- renowned project developers and financiers represented amongst the

IPPs.

Sponsors: Financiers

a) Foreign Sponsors a) Foreign Financiers

1. International Power (UK) 1. IFC

2. Congen Technology 2. World Bank

3. ElPaso (USA) 3. ADB

4. Tenaska (USA) 4. 1DB

5. Mitsui (Japan) 5. US Exim Bank

6. Xenel (KSA) 6. AIDEC

7. TNB - (Malaysia) 7. CDC (UK)

8. AES Corporation 8. EDC (UK)

9. ADB 9. SACHE (ltaly)

10. IFC 10. ANZ Banking Group (Australia)

11. Oman QOll 11.ABN Amro Bank

12. DEG Germany 12.Jexim (Japan)

13. GE Capital 13.Bank of Tokyo Mitsubishi

14. GDF-Suez 14. Toronto-Dominion Bank
15.DEG (Germany)
16.FMO (Netherlands)
17.PROPARCO (France)
18. SWEDFUND (Sweden)
19.0PIC (US)
20.K-EXIM

b) Local Sponsors b) Local Financiers

1). Attock Refinery Limited 1. Allied Bank Limited

2. Descon Group 2. Askari Bank Limited

3. Engro Chemical 3. Bank Al Habib

4. Fauji Foundation 4. Faysal Bank Limited

5. Liberty Mills 5. Habib Bank Limited

6. Nishat Group 6. Habib Metropolitan Bank Limited

7. Saif Group 7. Meezan Bank Limited

8. Sapphire Textile Limited 8. Muslim Commercial Bank

9. Shirazi Investment 9. National Bank of Pakistan

Equipment Suppliers:

10.NIB Bank Limited
11.Pak China Investment Company
12.Pak Oman Investment Company

1. CEC China 13. Saudi Pak Industrial and Agricultural Investment Co
2. General Electric 14.Soneri Bank Limited

3. Hawkins 15.The Bank of Punjab

4. MAN Germany 16. United Bank Limited

5. Siemens

6. Wartsila
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Transparent and Upfront Mechanism of processing of IPP

Projects

a) International Competitive Bidding (ICB)

Advertisement

Evaluation of Bids by
Bid Evaluation

Committee

Notification of
Responsive Bidder

Tariff approval by
NEPRA

Registration / Issuance
of RFPs

Opening of
Qualification &
Technical Bids

( Envelop-I)

Appeal made by Non-
Responsive Bidders to
the committee for
Redressal of Grievances

Evaluation of Envelop-ll
by Bid Evaluation
Committee ( PPIB,

PEPCO, MOF, NEPRA)

Submission of PG by

Qualified Bidder for

Issuance of Letter of
Support ( LOS)

Pre-Bid Conference

Receipt of Bids by PPIB

'Final Notification of
~Responsive Bidder s

Opening of Financial &
Tariff Bids ( Envelop-Il)

Issuance of IbS-to \
'Successful Bidder ™

Execution of Project
Agreementsiand FC



b)  Other Projects

Registration and
Submission of Pre-
qualification Documents
by Sponsors

Approval of Feasibility

Study by Panel of Experts

Advice to sponsors to
approach NEPRA for
Tariff Determination and
Generation License

Financial Close

Commercial Operations

Evaluation and Pre-

Qualification of sponsors

Conduct of Feasibility
Study by sponsors

Tariff Determination and
issuance of Generation

License by NEPRA

Signing of Project
Agreements ( |IA, PPA,

GSA/ FSA)
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Submission of PG by
sponsors

Issuance of LOI by PPIB

Issuance of LOS by PPIB
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2.2 Guide

Experience in dealing with sponsors and their respective global lenders has given
PPIB foresight and vision, which is useful for other sectors also. Whether it is the
development of hydropower resources/ coal resources in the provinces or the
drafting of provincial policies and implementation of projects at the provincial level,
PPIB is always there to act as a guide and mentor. PPIB also helps and guides
various provinces in developing their power sectors.

Policy formulation is an evolving process. Utilizing its expertise and experience,
PPIB has assisted the government in improving the Power Policy 2002 so as to
help overcome stumbling blocks in new investments within the IPP sector. PPIB
has also devised (after getting appropriate approvals wherever necessary) different
supplementary policies / guidelines for the development of (i) hydropower resources,
(i) coal resources, (i) co-gen bagasse based power by sugar industry, (iv) fast track
scheme for processing of power projects, and (v) projects under short term capacity
addition initiative, to plug the demand-supply gap in the country.

For the guidance of investors, PPIB has developed an attractive and user friendly
website (www.ppib.gov.pk) which is updated on a regular basis. The PPIB website
contains information relevant to potential investors in addition to informative literature
and historical documents of PPIB including earlier policies etc. PPIB is fully IT enabled
with state of the art equipment and manned with professionals the combination of
which helps to achieve efficient and on time deliverables by PPIB.

In its role as a guide, PPIB has prepared and published various reports /guidelines,
which have been widely disseminated amongst stakeholders for facilitation and
guidance. Some key publications include:

Key Reports and Guidelines Published by PPIB
Hydropower Potential of Pakistan
Pakistan Coal Power Generation Potential

Guidelines for Sugar Mills for Co-Generation (Co-Gen) From Bagasse

Guidelines for Setting Up of Private Power Projects Under Short Term Capacity Addition Initiative

Investment Opportunities in Energy Sector Projects with special focus on Friends of Democratic Pakistan Dialogue.

Guidelines for Fast Track Induction of Hydropower Projects in National Grid

Cascade study for Swat & Jhelum Rivers

Standardized Documents For Hydropower Projects
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Report on Hydropower Resources of Pakistan

In 2004, PPIB prepared a report namely “Pakistan Hydropower Potential”. The report
covered the status of hydropower projects in operation or under implementation
in public or private sectors along with details of raw hydropower project sites in
all regions of Pakistan.. The report was very well received and appreciated by
concerned stakeholders especially the investors as the publication came to be used
as a reference document on Hydropower Potential in Pakistan.

Recently, in view of significant developments in the hydropower sector and the
identification of new hydropower potential sites, it was realized that the report
needed to be updated. This was done by incorporating details of the current status
of the hydropower projects at various phases of implementation along with addition
of raw sites identified later on within the report. In this context, the data/information
received from all concerned agencies dealing in hydropower projects like WAPDA,
PHYDO, GoAJ&K, PPDB, Water & Power Department of Gilgit-Baltistan as well as
that available with PPIB was reviewed, and the report was updated with information
on the current status of hydropower resources in all regions of Pakistan. Upon
completion, it was found that the total hydropower potential in the country had
increased to 60,000 MW from the previous potential of 41,000 MW. Accordingly,
the report with its new title “Hydropower Resources of Pakistan” has now been
published.

Reports on Coal Resources of the Pakistan

Pakistan’s present power generation capability is about 21363 MW (other than
KESC) based on hydropower and thermal power plants both in the public as well as
the private sectors. The total share of the hydropower generation in the Pakistan’s
energy mix is about 32% while rest of the power generation takes place through
thermal plants. These plants use oil as well as natural gas as fuel, whereas the
overall share of coal-based power generation in the Pakistan’s energy mix is about
0.1 %. Besides shortage of power generation capacity, the major concerns of power
managers are (i) rapid increase in furnace oil prices which has correspondingly
increased the cost of electricity production and (i) the unavailability of gas compelling
a switchover to high speed diesel for power generation in gas based combined cycle
units. As per available resources, gas in reducing quantities will only last till year 2016
for most of the IPPs.

Pakistan is bestowed with an untapped coal resource potential of around 186 billion
tonnes out of which 175 billion tonnes are found in Thar alone, one of the largest
Lignite deposits in the world. Thar Coalfield is located 360 km from Karachi port in
the south-eastern arid zone region of Pakistan, which is one of the most peaceful and
harmonious areas of the country. Thar Coal resources have an estimated potential
of generating 100,000 MW of electricity for a period of 300 years thus providing
an opportunity for large-scale mining and extended power generation. In order to
market the coal potential of the country, the following reports were published and
disseminated by PPIB.
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ii)

Pakistan Coal Power Generation Potential - February 2008

In February 2008, PPIB prepared a detailed report titled ‘Pakistan’s Coal
Power Generation Potential’. This report provided information about the coal
resources of Pakistan across all provinces including Azad Jammu & Kashmir.
Furthermore, the report provided the details of various coal fields i.e. seam
thickness, mineable reserves, chemical composition of coal, heating values
etc. Apart from this, the report also included details of the procedures for the
development of integrated projects of coal mine and coal power plants in
Pakistan and ways of availing various incentives provided in the Power Policy
of 2002.

Pakistan’s Thar Coal Power Generation Potential - July 2008

In order to exploit Thar Coal resources and attract investment for the
development of mining cum power generation projects at Thar, PPIB
published a comprehensive report titled ‘Pakistan’s Thar Coal Power
Generation Potential’ in July 2008. This report provides detailed insights into
Thar coalfield’s geology, exploration blocks, chemical analysis of Thar coal and
underground water. Apart from the details of the concessions and incentives
announced by the Government of Pakistan, this report also describes the role
of various key stakeholders in the mining and the power sector of Pakistan to
facilitate local as well as foreign investors in the development of Thar coalfield.

Thar Coalfield Sindh, Pakistan — Facts and Figures July 2008

Further, in order to provide a quick snapshot of the facts and myths about
Thar coal for the investors, PPIB published a document titled “Thar Coalfield
Sindh, Pakistan - Facts and Figures July 2008”. This document provides an
overview of different blocks of Thar, associated geo-technical studies as well
as data related to it.

Guidelines for Setting up of Private Power Projects under
Short Term Capacity Addition Initiative August 2010:

PPIB has prepared and published “Guidelines for Setting up of Private Power
Projects Under Short Term Capacity Addition Initiative,” which provides a golden
opportunity to private investors/sponsors to benefit by developing private power
plants (thermal) in chosen capacities and locations. In addition to the above, PPIB is
also preparing Guidelines for:

Fast Track Implementation of Hydro Power Projects in private sector
Setting of Coal Based Projects under Medium Term Capacity
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National Policy for Power Co-Generation by Sugar Industry
Pursuant to the decision of the Economic Coordination Committee of the Cabinet,
the ECC (Case No. ECC-169/13/2007 dated 13th November 2007) approved
the “National Policy for Power Co-Generation by Sugar Industry” (the Co-Gen
Policy). Following the ECC decision, PPIB prepared and published a document
titted “National Policy for Power Co-Generation by Sugar Industry & Guidelines for
Investors (Jan-2008)”.

Salient Features of Co-Gen Guidelines:

Simple Process:

Sugar Mills as main sponsors can simply apply to PPIB

PPIB will acknowledge sugar mills’ interest and advise them to approach
NEPRA for tariff determination

NEPRA has already determined upfront tariff of US Cents 9.2754/kWh
NEPRA shall waive off hormal procedure of processing a tariff petition and
approve tariff in four weeks of Co-Gen project accepting the upfront tariff.
After tariff determination PPIB will issue LOS upon receipt of Performance
Guarantee (PG) @ US$ 5,000 per MW and Processing / Legal Fee of US$
100,000/~

The Sponsors will be required to achieve Financial Close within 09 months
from the date of issuance of LOS

The Sponsors will have to set-up the project within 36 months after issuance
of LOS.

The provisions of Policy for Power Generation Projects 2002, as amended
from time to time, will be followed.

Salient Features:

Proposal to be submitted alongwith a processing fee of US$ 20,000 and
registration fee of US$ 200.

Sponsors to offer projects above 50 MW based on technology & fuel
(availability must be guaranteed by fuel supplier) agreed by Power Purchaser.
Project approval by PPIB Board and LOI issuance by PPIB after submission
of PG @ US$ 1000 per MW

Sponsors to approach NEPRA and NEPRA to announce tariff (PG encashable
if sponsors fail to approach NEPRA within 3 months)

LOS issuance by PPIB after submission of processing fee US$ 80,000 and
PG @ US$5000 per MW with validity of 3 months beyond COD.

Debt Equity Ratio 80:20 (min) and 70:30 (max)

Term of project 25 ~ 30 years.

Required Financial Close Date within 9 months and Commissioning within
earliest of 33 months after LOS or 24 months after Financial Close.
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2.3 Key Player in Power Sector

Today the dependable power generation capacity available from the private sector
stands at around 11,000 MW, which constitutes around 47% of the total dependable
capacity in the country. Arranging this capacity is a remarkable feat, which has made
PPIB a key player in the power sector of Pakistan. By virtue of its position, PPIB
supports other power sector players in their efforts to develop power generation
capacity based on conventional or non-conventional modes within their ambits.

Sector-wise division of Pakistan Power Sector’s total installed capacity

* Private sector (IPPs + K-Electric) includes 84 MW Laraib Energy Power Project, which is the
1st hydropower Project in the private sector

One key fact of PPIB’s role as a key player is concerned with devolving the
responsibility of implementing the Co-Generation Policy initiated by the Ministry of
Industries. PPIB’s role as a key player is further endorsed by the fact that PPIB is
discharging the role of Agent for AJ&K in hydropower projects being processed
under Hydel Policy 1995.

It is worthy of note that many countries around the globe opting for IPP policies have
learnt from PPIB by sending their representatives to the latter to solicit advice.
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2.4 Catalyst in Improving Economy of the Country

Initsfirst phase of facilitation of HUBCO and fourteen IPPs under the Power Generation
Policy of 1994, PPIB was instrumental in attracting $ 5 billion investment to the country.
In subsequent efforts under the 2002 Power Policy, PPIB has already facilitated
commissioning of 12 IPPs of 2,530 MW capacity with an estimated investment of
around US$ 2.7 billion. This huge investment with its multiplier effect has benefited
Pakistan’s economy tremendously. An indirect contribution is the creation of many
employment opportunities during construction as well as operations phases, which
has helped Pakistani economy survive even when extreme recessionary waves have
destabilized the strongest economies of the world. The banking sector, which has
been hit badly around the world, is thriving and benefiting from the IPP business
in Pakistan. Other beneficiaries include the construction industry, which itself is a
combination of different industries such as cement industry, steel industry, etc.,
The service industry (e.g. law firms, technical and environment related individuals
and consulting firms) has also benefitted immeasurably. Skill development (and the
resultant export of manpower and their remittances) and future prospects in the
manufacturing sector are some other areas experiencing direct improvement due
to IPP induction by PPIB. The IPPs have also contributed to social welfare in their
respective areas in terms of establishment of schools, hospitals, community centres,
clean drinking water facilities etc. IPPs have further participated in improvement of
the environment through plantation of trees.
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Support
Extended

3.1

3.2

3.3

Support Extended to Provincial Governments
and AJ&K

PPIB provides all possible support, e.g. technical-legal input to provincial
governments whenever requested. PPIB coordinates closely with the Government
of Sindh (GoS) in its efforts to develop and utilize Sindh’s coal resources for power
generation. Additionally, PPIB also provides assistance and advice to the provincial
governments of Punjab and Khyber Pakhtunkhwa as well as to Azad Jammu &
Kashmir for implementation of hydropower projects. This technical assistance
extends to drafting and negotiations of the Project Agreements. From time to time,
PPIB also proposes various options for the convenience of the lenders and project
sponsors to ensure and guarantee project financing. For this reason, it has agreed
to become Agent of the AJ&K Council to facilitate the development of hydropower
resources (above 50 MW) located in Azad Jammu & Kashmir that have remained
untapped for many years.

Support Extended to Alternative Energy
Development Board

PPIB is also providing full support to the Alternative Energy Development Board
(AEDB) in developing renewable energy based power projects. PPIB is represented
on various Panel of Experts (POE) constituted by AEDB to monitor the conduct of
Feasibility Studies (FS) for projects based on different renewable/alternate energy
resources. PPIB has also supported AEDB in preparation of Wind Upfront Tariff,
which is a cheap source of electricity production.

Support Extended to Thar Coal and Energy
Development Board in Development of Coal
Based Power Projects.

PPIB has been extending its full support for the establishment and development
of the Thar Coal and Energy Development Board (TCEB) since its inception. PPIB
prepared and provided the ” Risk Profile Matrix” and “Risk Mitigation Measures for
Thar Coal Projects “ to the TCEB. PPIB has also provided full support in technical
as well as policy matters to TCEB. Further, it has supported TCEB in the evaluation
of various proposals especially Expression of Interests “EQIs” invited for bidding
of Blocks IV, VIII, IX & X of Thar Coalfields. In addition to this, PPIB has suggested
various coal pricing mechanisms for Thar coal based projects.

In the previous year, PPIB’s prime focus remained on the development of Thar Coal-
based power projects. Several meetings were conducted with the Thar Coal and
Energy Board to deliberate upon the issues regarding setting up of power projects
based on Thar Coal. In collaboration with TCEB, PPIB made extensive efforts for
having Thar declared as a Special Economic Zone.
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Support to Punjab Power Development Board

PPIB has extended its full support to the provincial governments on technical
and policy matters for the development of coal-based power projects including
assistance to the Punjab Power Development Board for development of projects
documents and policy related issues.

Support to Power Purchaser

PPIB is also providing full support to the power purchaser in negotiating Power
Purchase Agreements with new IPP Projects. Standard PPAs for various fuels /
technologies have been devised with assistance from world-renowned consultants
and in due consultation with the power purchaser and other stakeholders as well
as with reference to experiences from implementation of previous power policies.
These standard PPAs are used as base documents in negotiations between the
power purchaser and the IPPs. Besides, PPIB provides a platform to discuss and
settle issues related to PPAs considering provisions of the related Implementation
Agreements. PPIB has always provided support and assistance in achieving amicable
settlement of the contractual issues with a view to creating a win-win situation for all
stakeholders.

Figure: PPIB - Professional Support to Stakeholders

Provinces/ Power
AJK Purchaser

Regulator Consultants

(NEPRA)

(clo]
(Ministries/ Lenders
Divisions)

3.6 Support to the Ministry of Water and Power
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Policies
Implemented /
Achievements

4.1 1994 Power Policy

In March 1994, the Government of Pakistan announced “Policy
Framework and Package of Incentives for Private Sector
Power Generation Projects in Pakistan 1994” comprising a
comprehensive package of incentives to attract foreign direct
investment (FDI) in private power generation. PPIB was created
and mandated for the implementation of the 1994 Power Policy to
attract the private sector for investment in power generation. PPIB
attracted many international investors of repute and succeeded in
bringing in Foreign Direct Investment (FDI) worth US$ 5 Billion in
only a few years. Summary of facilitation under the 1994 Power
Policy is given below:

Gross Capacity (MW)

The world-renowned players of the international arena came to Pakistan and
participated in establishing power complexes in the country. These included AES,
El-Paso, Wartsilla, GE, Midlands Electricity, Coastal Power, Tenaska and Hawkins of
USA, National Power UK, Siemens Germany, ABB Switzerland, Mitsui Japan and
TNB Malaysia. International funding agencies and recognized financial institutions
like World Bank, IFC, US-Exim Bank, ABN Amro, EDC, Jexim Bank, ANZ, Tomen
Japan, Bank of Tokyo and others keenly provided funding to projects, while export
credits agencies also actively supported IPPs. Resultantly, 14 IPPs with a total
generation capacity of around 3,000 MW were commissioned, and these are now
providing power to the national grid. The following list includes these 14 IPPs:




9
gl]]»% ‘ Annual Report 2012-13
=i

Sr. No.| Name of Project Capacity (MW) Investment(M US$) | COD achieved on
1 Lalpir Power Co. Multan 362 344.00 Nov-97
2 Pak Gen Power Co. Multan 365 364.30 Feb-98
3 Altern Energy Ltd, Attock 29 9.16 Jun-01
4 Fauiji Kabirwala Co., Multan 157 170.00 Oct-99
5 Gul Ahmed Energy Ltd., Karachi 136 138.00 Nov-96
6 Hub Power Project, Hub * 1292 1,608.10 Mar-97
7 Habibullah Coastal, Quetta 140 155.52 Sep-99
8 Japan Power Company, Lahore 120 1238.24 Jan-00
9 KAPCO, Muzaffargarh ** 1638 1583.00 Jun-96
10 Kohinoor Energy Ltd., Karachi 136 138.68 Jun-97
11 Rousch Power, Multan 412 540.32 Dec-99
12 Saba Power Company, Lahore 114 152.39 Dec-99
13 Southern Electric Co, Lahore 135 141.71 Jul-99
14 Tapal Energy Ltd., Karachi 126 129.70 Jun-97
15 TNB Liberty Power Ltd., Dharki 235 381.17 Jun-01
16 Uch Power Ltd., Uch 586 690.50 Oct-00

Total (MW) 5,983 6,669.80

* HUBCO with 1,292 MW capacity is a project which is considered the harbinger of policy 1994. It is not in the list of 14 IPPs
commissioned under the policy as it was processed prior to it.

** KAPCO was privatized from public sector.

4.2 1995 Hydel Policy

The 1995 Hydel Policy was announced by the government to promote and encourage
the private sector in hydel power generation. Summary of PPIB’s facilitation under
the 1995 Power Policy is shown below:

No. Gross Capacity (MW)
Letters of Interest 41 1,385
Letters of Support 13 444
Commissioned 1 84

In the Hydel Policy 1995, the issuance of LOIs and LOSs was the responsibility of
the respective province, and afterwards, the project was to be handled by PPIB. This
shared responsibility was one of the main causes of the failure of this policy.

Under the 1995 Hydel Policy, M/s Laraib Energy Limited achieved the honour of
launching the first hydropower project of Pakistan and Azad Jammu & Kashmir (i.e.
84 MW New Bong Escape Hydropower Project) in the private sector. The project
became commercially operational on 23rd March 2013. It is worth mentioning that
the financial close of the project is great credit for PPIB, as it was achieved by
securing investment through world renowned financial institutions such as ADB,
IDB, IFC, Proparco as well as through local banks. The project provides a tested
model for project financing through leading financial institutions in the private sector.
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4.3 2002 Power Policy

With a view to addressing future power requirements of the
country, the GoP announced “Policy for Power Generation
Projects 2002” (the “Power Policy 2002”), which has been
improved lately with certain additions to make it more
investor friendly. Due to attractive incentives / concessions
offered by the GoP through the Power Policy of 2002,
private investors have responded very positively. The
process for processing of solicited proposals for raw site
projects under the 2002 Power Policy is depicted in the
following flowchart:

Summary of facilitation by PPIB under the Power Policy 2002 is given below:

No. Gross Capacity (MW)

As a result, 13 IPPs of 2,614 MW power generation capacity have been commissioned so
far having a FDI worth around US$ 3 Billion under the Power Policy 2002:
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Sr. Name of Project Capacity Investment COD
No. (MW) (Million US$) | achieved on
1 | AttockGen Power Project 165 176.62 17-Mar-09
2 | Sheikhupura (Atlas) Power Project 225 227.00 18-Dec-09
3 | Engro Power Project 227 188.54 27-Mar-10
4 | Sahiwal (Saif) Power Project 229 246.87 30-Apr-10
5 | Orient Power Project 229 190.17 24-May-10
6 | Nishat Power Project 200 234.99 09-Jun-10
7 | Nishat Chunian Power Project 200 237.41 21-Jul-10
8 | Muridke (Sapphire) Power Project 225 244.88 05-Oct-10
9 | Liberty Power Tech Project 200 241.06 13-dan-11
10 | HUBCO-Narowal Project 220 288.00 22-Apr-11
11 | Fauiji Daharki Power Project 185 217.00 16-May-11
12 | Bhikki (Halmore) Power Project 225 261.00 25-Jun-11
13 | New Bong Escape Hydropower Project 84 215.00 23-Mar-13
Total (MW) 2,614 2,968.54
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4.4 Location Map of Commissioned IPPs

Commissioned IPPs

Project Name Capacity
(MW)

Atlas Power Limited 225

Engro Energy Limited 227

Foundation Power Company (Daharki) Limited 135

Habibullah Coastal Power Company 140

Hub Power Project 1292

Japan Power Generation Pvt Limited 120

Kot Addu Power Company Limited ( KAPKO)* 1638

Liberty Power Project 235

New Bong Escape Hydropower Project 84

Nishat Power Limited

Pak Gen Pvt Limited

Saba Power Company Limited

Sapphire Electric Company Limited

Tapal Energy Limited

Total
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ACTIVITIES
2011-12

5.1 Resolution of IPP Issues

PPIB made concerted efforts for the resolution of the issues of IPPs as per GoP
policies so as to attract maximum investment in the power sector.

Fauji Kabirwala Power Company Limited, a 157 MW combined-cycle power plant
located near Kabirwala in Punjab Province was commissioned under the 1994
Power Policy framework. The term of Power Purchase Agreement signed between
WAPDA and the Company dated 12th March 1996 is for 30 years, whereas the term
of Gas Supply Agreement executed between OGDCL and the Company dated 25th
January 1996 is for 15 years. The GSA of the Company is based on providing the
following blend of gas:

i 64.27 MMCFD @ 330 BTU/SCF low Btu gas from OGDCL’s Nandpur &
Panjpir gas fields

ii. 13.3 MMCFD @ 900 BTU/SCF Pipeline quality gas from SNGPL system.
However, OGDCL remained unable to supply the required quantity or the
requisite quality of low BTU gas. Therefore, the quantity of pipeline quality gas
was increased from 13.3.MMCFD to 18.8 MMCFD. Furthermore, on account
of total depletion of the Panjpir gas field and further deterioration of calorific
value of Nandpur gas field, PPIB took up this matter with the Ministry of Water
& Power and with the ECC of the Cabinet. The ECC of the Cabinet allowed
OGDCL to supply 20-25 MMCFD low BTU gas from Bahu gas fields to the
FKPCL for the term of its existing GSA.

Thus, PPIB was able to successfully resolve this longstanding issue between
the IPP and the gas supplier.

- Habibullah Coastal Power Company Limited (HCPCL)
is a 140 MW (Gross) gas-fired Independent Power
Producer at Quetta, Baluchistan. HCPCL was
developed under the protections provided by the
Government of Pakistan through an Implementation
Agreement executed on March 26, 1996 between the
GoP and the Company under the 1994 Power Policy.
PPIB facilitated EL Passo to sell down its beneficial
ordinary share capital in the Habibullah Coastal Power
Project to Asiapak Investment Limited, a Hong Kong
based Company through its Investment Company
Hermes Enterprises Limited.

- Hub Power Company Limited (HUBCO) was allowed to set up a 1292 MW (Gross)
RFO based power plant at Tehsil Hub, district Lasbela, Balochistan prior to the
1994 power policy framework. HUBCO signed an Implementation Agreement with
the Government of Pakistan, a Power Purchase Agreement with WAPDA and a
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Fuel Supply Agreement with Pakistan State Oil. The project has been operating
since March 31, 1997. PPIB facilitated the Company in the amicable settlement of a
longstanding issue regarding withholding taxes with FBR.

Lalpir Power Ltd and Pak Gen Power Ltd (formerly AES Lalpir Power Ltd and
AES Pak Gen Power Ltd) are RFO-based oil fired Independent Power Producers
with capacities of 362 MW (Gross) and 365 MW (Gross) installed respectively at
Mahmood Kot and Muzaffargarh. Both the projects were commissioned under
the Power Policy of 1994 and executed their Power Purchase Agreements with
WAPDA on 3rd November 1994 and 5th September 1995 respectively. Lalpir Power
Ltd and Pak Gen Power Ltd executed the Implementation Agreement with the
Government of Pakistan on 24th September 1994. Pursuant to the PPAs, Power
Purchaser (WAPDA) is obligated to maintain the ‘WAPDA Letter of Credit’ in favor
of the Companies for a term of twelve (12) months covering Capacity Payments,
Energy Payments and Supplemental Charges and providing a replacement Letter of
Credit, not less than ten (10) days prior to the expiry of the immediately preceding
Letter of Credit. However, the power purchaser was unable to establish a Letter of
Credit in favor of the Companies 2009 onwards. The companies continually raised
this issue with the power purchaser. After thorough discussions and deliberations,
the matter was resolved with the decision that companies may be allowed to claim
liquidated damages at a 2% higher rate on delayed payment invoices in lieu of the
establishment of Letter of Credit by WAPDA, subject to the condition that it would
not increase GoP liabilities.

Rousch Pakistan Private Limited is a 4560 MW combined-cycle power plant located
near Abdul Hakeem Barrage, District Khanewal in Punjab Province. The Project
operates on pipeline quality gas under the 1994 Power Policy framework. The present
term of the Gas Supply Agreement executed between SNGPL and the company
dated O1st July 2003 is for 12 years (i.e. till 30th June 2015). However, the term
of Power Purchase Agreement signed between WAPDA and the Company dated
25th February 1995 is for 30 years (i.e. 10th December 2029). The company sent
some gas turbine parts of the plant for necessary repair/refurbishment on export-
cum-import basis to its contractor outside Pakistan in 2012. However, when these
parts were returned after repair, the company faced problems as customs duties
and other surcharges on re-import of the same were levied anew. Pursuant to the
Implementation Agreement, the GoP had allowed certain exemptions of duties and
taxes to the Company/Contractor over the term of the project on export-cum-import
for the purpose of repair or refurbishment of machinery/equipment of the plant. PPIB
facilitated the company in resolution of the issue.

Saba Power Company Limited is a 135 MW (Gross) private project developed under
the Power Policy 1994. The Government of Pakistan and Saba Power Company
(Private) Limited entered into the Amended & Restated Implementation Agreement on
March 31, 1996 for setting up a private power project at Farougabad, Sheikhupura,
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5.2

Punjab. The company faced numerous issues with the power purchaser especially
with regard to payment of its invoices. PPIB has taken up these issues with the
power purchaser, the Ministry of Finance and other concerned departments.

TNB Liberty Power Limited is a 235 MW (Gross) gas-based Independent Power
Producer located at Daharki, Distt. Ghotki, Sindh. The project operates on OGDCL’s
Qadirpur gas supplied by SNGPL through a Gas Supply Agreement dated 1st
September 2000, and sells power to WAPDA/NTDC pursuant to the Power Purchase
Agreement inked on 26th November 1995. Pursuant to the GSA, the company
pays for the gas to SNGPL based on 100% furnace oil, whereas the company was
compensated by the power purchaser (pursuant to PPA) for the gas consumption
on the basis of 67.5% of the basket of crude oils imported into Pakistan. Due to the
mismatch, the company had to pay a higher gas price to SNGPL. PPIB has taken up
the matter with the Ministry of Water & Power and Ministry of Petroleum and Natural
Resource for removal of the Mismatch of Fuel Price Mechanism in PPA and GSA.

Uch Power (Pvt.) Limited (UPL) is a 586 MW Low BTU gas based private power
project located at Dera Murad Jamali, District Nasirabad Balochistan, After the
incident of 15th January 2011 wherein four rockets were fired at the Complex, UPL
invoked the IA provisions and requested GOP to provide additional security. PPIB
amicably resolved the issue of the company by providing additional security through
Frontier Corps in addition to levies provided by Government of Balochistan.

Davis Energen Ltd. is a 10.5 MW project initiated under Policy 1994. Although the
project achieved Financial Close in February 1996 but this could not materialize or
one reason or the other and landed in litigation. In October 2006, the Ministry of
Petroleum & Natural Resources (MoP&NR) allocated 2.5 MMCFD gas on a nine
month basis upto November 2015, and a Settlement Agreement was executed
between WAPDA and the company which paved the way for the revival of the project.
The company achieved new financial close, completed construction activities and
was ready for a Reliability Run Test in the November 2011. However, the gas was
not supplied to the project by SNGPL owing to some disputes under the Gas supply
Agreement. The matter was referred to PPIB, and it was amicably resolved between
the parties inter-se through ECC decisions.

Pakistan-United States Energy Dialogue

The fourth round of Pakistan-United
States Energy Dialogue was held
in Islamabad on 14-15 September,
2011. The US delegation led by
Special Envoy for International
Energy Affairs Ambassador Carlos
Pascual and comprising leading
officials of USAID, OAPA and SRAP
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carried out lengthy discussions with representatives of Pakistan’s key Energy Sector

stakeholders. PPIB actively participated in the successful conduct of the two-day
dialogue seeking enhanced participation of US in the energy sector of the country.

The dialogue concluded with a reaffirmation from the US side of its commitment to
help Pakistan in its endeavours to resolve the energy crises. US agreed to provide
continued and enhanced support for the establishment of a commercially viable and
sustainable power sector in Pakistan.

Overdue Receivables from WAPDA/PEPCO
(Power Purchaser)

PPIB has played a vital role in resolving the issue of overdue payments to Private
Power Projects from Power Purchaser in collaboration with the Finance Division so
that an uninterrupted supply of electricity to National Grid can be maintained. PPIB
has also played a crucial role in the resolution of a dispute in relation to delayed
payments involving twelve IPPs with a cumulative capacity of 2,409MW.

Meeting of Pak-China Joint Energy Working
Group (JEWG) (First Round)

The first meeting of the Pak-China JEWG was
held in Beijing, China on 1-2 August 2011.
The Pakistani delegation was headed by the
then Federal Minister for Water & Power. In
the meeting, various energy sector projects
including 12 hydropower projects were
discussed in order to enhance cooperation in
the energy sector between the two countries
and to meet Pakistan’s future energy, water and
power requirements.

Out of the 12 projects, six projects were of

WAPDA, three were from the private sector and three projects were additions in
which Chinese could invest or also work as contractors for civil, electrical, mechanical
works. In the meeting, projects based on alternate energy and coal-fired projects
were also discussed.

Joint Working Energy Group for Russia

The President of Islamic Republic of Pakistan
visited Russia from 11-14 May 2011 and an MOU
was signed between the Ministry of Petroleum &
Natural Resources GOP and the Ministry of Energy
of Russia in the field of Energy and other areas of
cooperation. The First Meeting of Russia— Pakistan
Joint Energy Working Group was held in Moscow
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5.6

5.7

from 10th to 11th August 2011 in which PPIB participated as a member of the
Pakistani delegation headed by Secretary P&NR with representatives from MoW&P,
WAPDA and NTDC.

Facilitation to Private Power Projects in relation
to Tax issues with FBR and other Governmental
Agencies

PPIB has also been assisting the IPPs to resolve matters related to taxation in
accordance with the provisions of the GOP policy and Implementation Agreements
signed between the IPPs and GOP/PPIB.

Outsourcing of Management, Operation,
Maintenance and Rehabilitation of Public
Sector Power Projects through Private Sector
O&M Contractors

Pakistan’s Power Sector had been

relying on GENCO Plants to a great

extent. However, with the passage of

time, gradual deterioration reduced their

percentage contribution to national grid

to around 10-12 percent. Reduction

of capacity from 4,829 MW (installed

capacity) to 3,580 MW (derated capacity)

to 1,352 MW (peak sharing) resulted in 850 MW Thermal Power Station
low efficiency and high heat rate, which Jamshoro (GENCO)

directly translated into wastage of money

and of fuel resources. Similarly, power generation in the private sector was also
beleaguered by major issues of depleting gas reserves and sky rocketing furnace
oil prices. This resulted in a build up of circular debt running into billions of rupees,
which in turn virtually stopped any new investment in the power sector.

In order to find a solution, PPIB carried out an in-depth analysis and accordingly
prepared a concept paper that proposed conversion of thermal power plants to
cheaper fuels to benefit from savings in fuel cost components. In its 88th meeting,
the PPIB Board approved the concept.
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Development of Two Raw Site Hydropower
Projects in Chitral Valley

PPIB, on the recommendations of the Khyber Pakhtunkhwa Government, initiated
the development of two raw site hydro projects through the private sector under the
2002 Power Policy, namely 80 MW Nekherdim Pauer and 58 MW Turtonas-Uzghor
by PPIB.

Feasibility Study of Thermal Power Plant(s)
based on Gas from Small Gas Fields

PPIB reviewed a draft Feasibility Study of Thermal Power Plant(s) based on Gas
from Small Gas Fields of Pakistan and conveyed critical comments related to gas
production forecast, technology, project cost, O&M costs and calculation of tariff etc.
These comments were recognized by the consultant and accordingly incorporated
in the final feasibility study approved by a panel of experts.

Consultant carried out a thorough exercise to work out the cost of each Gas Field on
the basis of the heating contents of Gas Fields. This calculated cost of each gas field
was used to sell this Feasibility Study to Private Companies/Provincial Governments.

510 548 MW Kaigah Hydropower Project

The project site is located in a remote and difficult area of Kandiah Valley in Khyber
Pakhtunkhwa province. After a process of solicitation, the project was awarded to the
sponsors who are now having a feasibility study conducted through an international
consultant who is being monitored by PPIB’s panel of experts.
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ACTIVITIES
2012-13

6.1

6.2

First Hydroelectric Independent Power Project
- Achievement of Commercial Operation Date

Pakistan’s first private sector hydropower project, the 84 MW New Bong Escape
hydropower project was inaugurated by the Prime Minister of Pakistan in June
2013. The project has majority shareholding of Hub Power Company and is located
about seven kilometers downstream of Mangla Dam in AJ&K. It is providing reliable
power to the national grid. Since the project is located in AJ&K, PPIB has made
extensive efforts in the development of legal framework and project agreements to
make the project bankable. The project has been financed by international lenders
including ADB, IFC, Islamic Development Bank, Proparco as well as local banks. The
development of this project has streamlined the process and documentation for the
development of private sector hydropower projects in Pakistan / AJ&K.

Financial Close of 147 MW Patrind
Hydropower Project

147 MW Patrind Hydropower Project is located at Kunhar River (a tributary of River
Jhelum) near Muzaffarabad, AJ&K while the

project area falls in the territories of Khyber

Pakhtunkhwa and AJ&K. PPIB facilitated

the stakeholders in resolving specific issues

encountered due to the dual boundary

including sharing of water use charges, land

acquisition, and environmental approvals etc.

The project achieved Financial Close on 20th

December 2012 and construction activities/

works at site have been started. The Project

is being developed by renowned sponsors/

investors K-Water, Korea and Daewoo Engineering & Construction Co., Korea, and
it is being financed by ADB, IFC, IDB and Korean EXIM Bank.

Implementation of Lower Palas Valley & Lower
Spat Gah Hydropower Projects in Public Private
Partnership (PPP) Mode.

The Lower Palas Valley Hydropower project of 665 MW and Lower Spat Gah
Hydropower project of 496 MW are located
in Indus Valley, in District Kohistan, Khyber
Pakhtunkhwa. The feasibility study of both
projects was completed in the public sector
by WAPDA in June 2010. WAPDA and
Khyber Pakhtunkhwa Government decided to
complete these projects in PPP Mode under
the 2002 Power Policy through PPIB.

The Government of Khyber Pakhtunkhwa
and WAPDA are equity partners from the
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public sector for both of the projects, whereas the Korean companies K-Water and
KOMIPO are the private sector sponsors for Lower Palas Valley and Lower Spat Gah
projects respectively.

Pakistan-US Energy Working Group Meeting

The fourth round of Pakistan-United States Energy Working Group Meeting was held
in Islamabad on 7th December 2012. US delegation headed by Special Envoy for
International Energy Affairs Ambassador Carlos Pascual had a day-long discussion
with representatives of Pakistan’s key Energy Sector stakeholders. Secretary of
Water & Power and Secretary of Petroleum & Natural Resources led the Pakistani
delegation.

The Energy Working Group meeting held thorough discussions to help address the
challenges of commercializing and increasing the efficiency of Pakistan’s power
sector. The Group also talked about attracting private investment, Pakistan’s
economic growth and trade, issues like circular debt and priorities like Diamer
Bhasha Dam.

At the conclusion of the meeting, the US side reaffirmed its continued commitment
and support to the improvement of the distribution companies’ performance,
implementation of reforms in the power sector, and creation of an environment, which
would enable the Government of Pakistan to achieve its top priority development
project of Diamer Bhasha Dam. It was also announced that the United States
government would fund an international consultancy to assist Pakistan in acquiring
Liquefied Natural Gas.

Meeting of Pak-China JEWG (Second Round)

The second and final round of Pak-China JEWG was held in Islamabad on 7-8 May,
2012 in order to review the financial and other aspects of projects related to energy
cooperation with the Federal Minister of Water and Power representing Pakistan. A
high-level delegation of China attended the two-day meeting.

In the meeting, various projects of water and power initiated with the support of
China were discussed in detail. These projects included a joint venture and technical
and financial support in various projects of coal, water, power and thermal, nuclear
energy and alternative energy, including 2,000 MW coal, 7,000 MW water and power
and construction of transmission lines and other projects.

Invitation of Proposals for Development
of 590 MW Raw site Mahl Hydropower
Project

The Mahl Hydropower Project is located 4-5 KM upstream
of the confluence of Mahl River with the Jhelum River on the

boundary between AJ&K and Punjab. It is expected that the
capacity will be around 590 MW
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The Government of Pakistan has entrusted PPIB with developing the Mahl
Hydropower Project on Build Own Operate and Transfer (BOOT) basis through
the private sector in consultation with Government of Punjab and of AJ&K. After
gaining requisite consents by Governments of Punjab and AJ&K, PPIB advertised
the project for development.

Improvement in the Guidelines for setting up
of power projects under short-term capacity
addition initiative

After approval from the Board, PPIB has been working to improve the guidelines
so as to facilitate large coal-based power projects over the amendments to the
parameters for setting up of private power projects.

120 MW Kandra Power Project based on Low
Btu Gas from Kandra Gas Field

The project was conceived in order to utilize the Low BTU Kandra Gas, which has no
other utilization. After approval of Feasibility Study, the project is facing problems due
to unavailability of pipeline quality gas for comingling with low BTU gas and pricing
mechanism for tight gas field. PPIB has been working to resolve the gas related
issues and to finalize the Gas Supply Agreement.

Concept of Ultra Mega Power Parks Based on
Local and Imported Coal

In order to meet future power requirements, PPIB proposed the concept of
developing two mega power parks to cater for the future power and infrastructure
requirements on a bigger canvas.

- Imported Coal-Based Power Park

The port infrastructure of the country is inadequate for importing vast quantities
of coal required for large-scale power generation. Therefore, a dedicated jetty
or a coal terminal would be required for bulk import of coal for the power
projects. To reduce transportation cost and minimize the environmental
hazards during coal transport, any imported coal-based project would thus
be located as near the coast as possible keeping in view the other factors
such as least cost power evacuation etc. A feasibility study conducted by
WAPDA in 1991 for a 3,600 MW Imported Coal Project concluded that the
area near Gadani ship breaking yard in Balochistan is suitable for mega size
imported coal projects. There is ample land available at that location and the
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area has very low and sparse population density. The environmental impact
of the imported coal project at this location would be minimal. Based on this
feasibility study, an Ultra Mega Power Park having its own dedicated jetty has
been proposed. The coal jetty would be constructed/operated by a special
purpose company.

Indigenous Coal-Based Power Park
In order to utilize indigenous coal resources, a local coal-based Power Park

can be developed at Thar on the pattern of the imported coal mega power
park.
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INITIATIVES

7.1

7.2

Upfront Tariffs for Multiple Fuel / Technology
Based Power Projects

In order to minimize the procedural processes and to save time consumed in tariff
approval/reviews as well as to facilitate investors in carrying out their own due
diligence regarding financial viability/acceptability of the tariff, PPIB has worked out
upfront tariff for projects based on various fuels/technologies in consultation with
various stakeholders.

NEPRA had earlier approved Upfront Tariff (Approval & Procedure) Regulations
2011, and it is in the process of announcing upfront tariffs for different types of
power projects based on specific technology, fuel, site/region with different financing
options (local, foreign or mixed) etc.

As a case in point, NEPRA determined the Upfront Tariff for the power projects based
on Imported/Local Coal (other than Thar Coal) on 6th June 2013. PPIB Board has
already decided that PPIB may award LOI / LOS (as the case may be) in accordance
with the:

i. Guidelines for Setting up of Private Power Projects under Short-Term Capacity
Addition Initiative - August 2010, mutatis mutandis, to be further amended as
recommended by PPIB Board in its 92nd meeting held on 14th February
2013 read with Rule 42 (c) (vi) of PPRA Rules 2004; read with

i. NEPRA Upfront Tariff (Approval and Procedure) Regulations 2011; NEPRA
Upfront Tariff for Coal based Projects on imported/local coal) Regulations,
2013 and any other regulation issued by NEPRA for adoption of Upfront Tariff.

Considering the extended period required for the development of coal-
fired power projects, these guidelines are being amended to the extent of
increasing time for coal-based Power Projects to achieve Financial Closing
within a maximum of 18 months from issuance of LOS and Commercial
Operation Date within a maximum of 48 months of Financial Closing.

Simplified Framework for Fast Track
Implementation of Hydropower Projects

The draft Hydel Framework for fast track implementation of hydropower projects was
prepared by PPIB in consultation with the provinces/AJ&K and relevant stakeholders.
PPIB Board in its 91st meeting approved

the “Simplified Framework for Fast

Track Development of Private Sector

Hydropower Projects” for submission to

the ECC. Ministry of Water & Power vide

its letter dated 7th June 2012 circulated

the same amongst the stakeholders for

their comments before presenting the

case for approval of the ECC.
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Short Term Capacity Addition Initiative

In order to remove the deficit of around 5,000 MW, the ECC has approved the “Short
Term Capacity Addition Initiative” under which technically and financially sound
business parties are being invited for establishment of IPPs on BOO basis within the
jurisdiction of NTDC. Under this initiative, the interested parties are free to offer one
or multiple Projects of any capacity (above 50 MW) based on any technology and
fuel in consultation with the power purchaser/PPIB.

Hydropower Projects in Public-Private
Partnership Mode

The Feasibility Studies of two hydropower projects located in Kohistan Valley, Khyber
Pakhtunkhwa namely 665 MW Lower Palas Valley Hydropower Project and 496
MW Lower Spat Gah Hydropower Project were completed by WAPDA in the public
sector in 2010. In August 2010, WAPDA decided to implement these projects in
Public Private Partnership (PPP) Mode. Accordingly, WAPDA invited Expression of
Interest (EOI) in July 2011 for development of the Project in PPP Mode under the
provisions of “Policy for Power Generation Projects 2002”.

In response, proposals were received from the private sector firms and after due
evaluation, Korean consortiums were qualified for these projects. Subsequently,
these projects have been transferred to PPIB for further processing under the Policy
for Power Policy 2002. As per updated status, WAPDA, Government of Khyber
Pakhtunkhwa and each of the respective Korean Consortiums (public and private
sponsors) signed an MOU on 24th December 2012. Subsequently, they will sign a
Joint Development Agreement (JDA) respectively as per specified timelines in MOU
(within one year). Thereafter, PPIB will continue to process these projects according
to the provisions of the Power Policy of 2002.

Overall Planning of Pakistan Hydropower
Development with the support of China Three
Gorges International of China

The Funding Agency for this program is China Three Gorges International

Corporation, China, and its counterpart agency in Pakistan is PPIB. Key Activities of

the Cooperation Program include:

° Identification/strengthening of identified schemes, ranking/ prioritizing of the
schemes and cascade studies of schemes of upper reach of Indus River,
Neelum River and its tributaries, Gilgit River;

o Carrying out of operational pattern study of hydropower schemes located on
rivers like Jhelum, Kunhar and Swat;

o Conducting of transmission line route and interconnection studies for schemes
of Neelum River and Gilgit River.

° Assessment and planning of hydro-metrological monitoring stations for major

rivers and their tributaries focusing on hydropower as well as water resource
management needs.

° Training with regard to hydropower planning and development necessary for
enhancing the professional capability of Pakistani professionals belonging to
different departments.
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Transmission Lines Policy to Encourage
Private Sector

The upcoming coal-based power projects

are located in the southern part of the country

while major hydel stations are planned in

northern mountainous areas, necessitating

the setting up of an extensive network of

765, 500 & 220 KV transmission lines. The

establishment of grid stations projects to

be developed for interconnecting these

projects with the national grid system and

delivering power to load centres would also

be necessary. Realization of public sector

generation projects and expansion of transmission system to deliver electricity to
consumers requires enormous funds which cannot be generated from the public
sector as government prioritizes the social sectors, such as health, education,
water & sanitation, etc. It is therefore imperative that the private sector finances be
mobilized for transmission system expansion projects.

Conversion of Existing Independent Power
Producers to Cheaper Fuels

The phenomenon of load-shedding was first experienced by the nation in the early
1980s, and since then the country has been facing acute power shortages from
time to time. The electricity demand in Pakistan was progressively increasing at that
time at an estimated rate of 7-8 precent, but the required capacity additions in the
national grid could not be matched to demand. This situation called for immediate
intervention by the Government of Pakistan through adoption of policy measures
aimed at massive resource mobilization for investment in the power/energy sector,
which also stimulated the creation of PPIB. Realizing the fact that the public sector
alone would not be able to provide such massive investments for building the
required infrastructure, private sector Independent Power Producers (IPPs) were
invited to invest in the power sector of Pakistan.

Since its inception in 1994, PPIB has managed to attract an investment of around
US$ 8 Billion in the power sector of Pakistan from leading international/domestic
investors and lenders. As of today, PPIB has successfully inducted 29 IPPs (utilizing
gas, RFO, HSD as fuel) with a cumulative power generation capacity of 8,657 MW,
which constitutes above 40% of total installed capacity of the country.

The last decade has witnessed exorbitant increase in the prices of furnace oil and
gas, which are the primary fuels of almost all IPPs operating in Pakistan. In this bleak
situation, PPIB has proactively analyzed various options to counter the impact of
skyrocketing price of furnace oil and depleting gas reserves. PPIB has formulated a
‘Concept Paper’ exploring the possibilities of converting existing Independent Power
Producers (IPPs) to cheaper fuels like coal.

After a series of meetings and brainstorming sessions with all key stakeholders

in the Ministry of Water and Power, PPIB was tasked with formulating guidelines
for interested IPPs to approach NEPRA instead of the former being subjected
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to a blanket policy regime.
Accordingly on  31st  May
2012, PPIB submitted ‘Draft
Guidelines’ based on NEPRA's
suggested mechanism to the
Ministry of Water and Power
for circulation amongst the
stakeholders before issuance
to IPPs interested in converting
their plants to cheaper fuels.

Details of these are given below: 229 MW Saif Power Project - Commissioned in April 2010

New capital injection by IPPs for conversion to cheaper fuel would be adjusted
through (i) additional Non-Escalable Component, (i) additional Escalable
Component based on incentive based ROE (20 % in case of local coal);
Adjustment of existing fuel cost component based on:

New Heat rate;

New Fuel Cost;

Calorific Value of new Fuel, and

Any other factor dictated by the introduction of new technology/
change of technology/fuel

* & o o0

Adjustment of existing O&M Components;
Adjustment of Dependable Capacity without any adverse impact on debt
servicing & return on equity for previous investments;
Based on the aforesaid, all commissioned IPPs that are in operation and intend
to convert their plants to cheaper fuels shall submit a petition to NEPRA as
per NEPRA requirements, rules and standards;
The petition submitted by interested IPPs to NEPRA shall cover at least the
following aspects:
. Report  covering and justifying

viability of all technical changes and

their probable impact on heat rate,

availability, outage periods, output

and life of their existing plant;
. Report on long term availability

of selected cheaper fuel without

any guarantee of Government

of Pakistan or PPIB or Power

Purchaser;
. Tariff projections over the life of

the project based on technical,

commercial, environment and legal

exigencies;
. Amendments  sought in tariff
alongwith necessary justifications.
. Based on the amended tariff (and its  229MW Orient Power Project

assumptions) by NEPRA, necessary  Commissioned in May 2010
amendments shall be made in security
documents.

. Draft Guidelines were sent to the Ministry of Water and Power for
processing.
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MISCELLANEOUS
ACTIVITIES

8.1 Projects Financing and Working Capital
Borrowing

- Second Hydropower IPP, 147 MW Patrind Hydropower Project, achieved
its Financial Close in the year 2012-2013. PPIB proactively reviewed
the Financing Term Sheet submitted by the Company and issued the No
Objection Certifcate. Further, the Financing Documents were reviewed and
acknowledgement to the Financial Closing was provided as per the Project
Documents.

200 MW Nishat Chunian Power Project - Commissioned in July 2010

- PPIB has been facilitating IPPs to remain operational during the crises of
Circular Debt in the larger interest of the Country by providing the IPPs with
timely No Objection Certificates to avail working capital facilities from Banks
and Financial Institutions. This has been done whilst ensuring that the interest
of GOP under the project agreements was safeguarded.

- The deteriorating circular debt position multiplied the overdue receivables of
the IPPs from the power purchaser and led to the excessive reliance of the
IPPs on working capital bank loans, which for some projects reached the
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225 MW Sapphire Power Project Commissioned in October 2010

maximum allowed limit. Presently, most IPPs have multiple working capital
lines, numerous lenders, overlapped terms and crossover/commingled
securities. Managing and monitoring the working capital lenders, securities
and terms and conditions of their working capital facilities was proving
cumbersome. Accordingly, PPIB drafted and finalized in consultation with
the legal counsel of leading working capital lenders a Working Capital Direct
Agreement (WCDA) to be executed with the IPPs and their working capital
lenders, on the pattern of the DIA. The WCDA is a legally binding agreement
governing the enforceable rights and obligations of the GoP and working capital
lenders. However, outside the scope of the IA, WCDA ensures that the primary
security of working capital lender will be first charge, lien and assignment on
current assets of the Project, and that the ranking and subordinate charge on
the Project Assets will be released, vacated and extinguished, irrespective of
amounts outstanding due or payable by the Company under working capital
facility documents. Further, WCDA would also ensure that there is no increase
in GoP obligations, if or when required, to acquire the Complex under the IA.
Salient features of WCDA are:

° Working Capital Lenders shall not have any claims, benefits or rights
under the IA;
° Primary and first security of Working Capital Lenders will be charges,

liens and assignments on the currents assets of the project which are
not permitted to be secured on the Complex;

o Ranking and subordinate marginal security on the Complex s released,
vacated and extinguished at the time of the transfer of the Complex,
irrespective of any outstanding amounts due from and payable by the
Project Company under the Working Capital Facilities;

° In the event of financing default by the Project Company under or
upon expiry of the Working Capital Facility, Working Capital Lenders
shall not have any enforcement rights over the Transferable Assets to
the GoP under the IA.

PPIB participated in various hearings conducted by NEPRA and provided its

input and professional comments. The tariff hearing in respect of the following
projects was attended:
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Orient Power Ltd;

Saif Power Ltd;

Chakothi Hattian Hydropower Ltd;

Azad Pattan Hydropower Ltd;

Meeting on the progress of Thar Coal;

Upfront Tariff for 50MW Local Coal Power Projects proposed by PPDB
Upfront Tariff for Small Hydropower Projects.

- PPIB reviewed and finalized pre-qualification documents of Mahl Hydro Power
Project.

- Further, the PPIB is consistently analyzing financial performance of the IPPs
based on the documents submitted by the IPPs under the Implementation
Agreement.

- Amendment to the 2002 Power Policy: In its 81st meeting, the Board of
PPIB constituted a committee (the “Committee”), under the chairmanship of
Secretary Water & Power to review amendments proposed for improvements
in the 2002 Policy. The recommendations of the Committee were presented
to the Board of PPIB in its 88th meeting wherein the Board directed that
the comments/views of Investors and Lenders should also be obtained.
Accordingly, the recommendations were circulated to the Investors/Lenders
for their views. In its 90th Meeting, the Board of PPIB provided its approval
after deliberations on the recommendations while taking into consideration
the point of view of investors/lenders, provinces and other stakeholders. As
advised by the Board, a Summary for the CCl containing the recommendations
approved by the PPIB Board was submitted to the Ministry of Water & Power
for consideration.

200 MW Liberty Power Tech Project Commissioned in January 2011

8.2 Corporate Status

Private Power and Infrastructure Board Act 2012 (the “PPIB Act 2012”): Since its
inception in 1994, PPIB had been working on the basis of a notification issued by
the GoP. In light of the greatly expanded role of PPIB, it was felt that PPIB should be
re-established under a new statute, reiterating its existing functions and elaborating
upon its new role. With the continuous efforts of PPIB Management, PPIB Act
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2012 (Act No. VI of 2012) was passed by the Parliament and received assent of the
President of Pakistan on 2nd March 2012 after undergoing a number of approvals
as follows:

Chronology of Approvals

Cabinet approved Private Power and
Infrastructure Board Bill 2010 on 30.06.2010.

PPIB Bill 2010 introduced in the National
Assembly. National Assembly forwarded
the Bill to NA Standing Committee on Water
& Power for its recommendations leading
to approval by the National Assembly on 4
October, 2010.

NA Standing Committee deliberated the
contents of the PPIB Bill in its meetings held
on 18th and 28th March 2011 and approved
the PPIB Bill with certain amendments.

NA Standing Committee on Water and Power
recommended submission of duly amended
PPIB Bill to the Council of the Common
Interests (CCI) for consideration and approval.

CCl in its meeting dated 28 April, 2011 approved PPIB Bill 2010.

National Assembly passed PPIB Bill 2010 on 14th October, 2011 during its
35th Session and transmitted it to the Senate on 18th October, 2011.
Senate Standing Committee on Water and Power deliberated the contents of
PPIB Bill 2010 and unanimously approved the Bill and recommended that the
Bill “As passed by the National Assembly” may be passed by the Senate.

Senate passed PPIB Bill 2010 on 31st January, 2012 during its 77th Session
with certain amendments.

PPIB Bill passed by the National Assembly on 8th February 2012, as
amended/recommended by the Senate.

PPIB Act 2012 (Act No. VI of 2012) was passed by the Parliament and
received assent of the President of Pakistan on 2nd March 2012.

PPIB Act 2012 published in Gazette of Pakistan on 6th March, 2012

PPIB Office Building

Since its inception, PPIB has been functioning in a rented building at its present
location, i.e. 50-Nazimuddin Road, F-7/4, Islamabad. It was felt that PPIB should
have its own building due to various reasons including inadequacy of space to cater
for the present and future requirements, etc. Accordingly, PPIB has obtained a plot
of 3333.33 sqg.yards in G-11/1 Mauve Area, Islamabad from CDA for construction of
PPIB main office building.

NESPAK was engaged as a consultant after due process of bidding as per PPRA
guidelines/ rules. The Board of PPIB in its 87th meeting held on 14th April, 2011
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approved the appointment of NESPAK as a consultant for Design and Overall
Supervision of Construction of PPIB Office Building and authorized PPIB to carry
out the required actions in order to move forward with the design and construction
of PPIB Office Building. The Board in its 91st meeting held on 29th February, 2012
approved the conceptual design of the building. Currently, PPIB is in the process of
obtaining financing for construction of the building through PSDP.

Human Resource Development

- Private Power & Infrastructure Board Regulations 2013: PPIB was incorporated
in August 1994. Earlier PPIB service was governed by notifications and office
orders issued from time to time. Thereafter, a Service Manual of PPIB was
developed in 2004 in which terms and conditions of service of PPIB employees
were described. The Manual has now been updated and improved as
“Private Power & Infrastructure Board Regulations 2013” in which a number
of schemes have been introduced for the benefits of the employees such as
Provident Fund, loans & advances, succession planning, Haj Leave, etc.

- Capacity Building: Capacity building of PPIB employees is the top priority
of PPIB. A comprehensive annual plan is prepared every year for capacity
building and enhancement of employees’ professional knowhow to meet
future challenges and to acquire diversified skills to meet international
standards. Some renowned local institutes where PPIB employees have been
sent for trainings include Lahore University of Management Sciences (LUMS),
Institute of Business Administration (IBA), Pakistan Institute of Management
(PIM) and Skill Development Council (SDC).

- HR Policies: After the approval of PPIB Regulations 2013 in March 2013,
a number of policies have been introduced which include Travel Policy,
Hospitalization Policy, Promotion Policy, Policy for Overtime and Work on
Holiday, etc.

- Health, Safety and Office Security: PPIB is fully conscious of the importance
of employees’ health, safety and security. In view of the security situation
prevailing in the country, a CCTV system has been installed at PPIB premises
along with cameras installed throughout the building to enhance office
security.

Information Technology

Information Technology is one of the major catalysts in any organization for achieving
organizational goals. PPIB has state of the art IT Hardware/Software to meet the
current market challenges.

- In-House Software Development: Customized software has also been
developed in-house. Summarized information from dynamic database is
available on the desktops of management for decisionmaking. The main
software includes:

° Decision Support System (DSS) — This system integrates all available
structured information in PPIB’s database on one screen. The summarized
information available on DSS is related to power projects, finance &
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accounting, human resources etc. The main purpose of this provision of the
right information to the right person at the right time.

Accounting and Financial Management System — Double entry accounting
and Payroll System has been developed in Oracle database as per requirement
of PPIB. This software has been used for the past eight (8) years, and this has
also been replicated for PPIB’s Gratuity system handling.

Personnel and HR System — The system handles all HR functions starting
from recruitment and maintains all basic information of PPIB’s employees,
employee training data, employee’ medical data, employee promotion data,
leaves and attendance, PERs and other important information.

Project Registration / Project’s Brief — This system captures the information
of power projects and their sponsors/investors encompassing all milestones
from registration to commissioning.

File Management System — This software keeps track of incoming and
outgoing letters as well as files.

ECC Decisions Database — This system stores and searches the ECC
decisions related to PPIB and also saves scanned softcopy which is available
to PPIB Management through DSS.

Board Minutes Database — This system contains data of all PPIB board
minutes, which are available through DSS. Users can search required
decisions at a click.

PPIB Website: In order

to communicate with

national/  international

investors, the public

information  regarding

PPIB and power

projects is available on

PPIB’s website www.

ppib.gov.pk.

The information has

been categorized

into  QOil/Gas, Hydel

and Coal/Cogen

Technology. Current as well as previous power policies and guidelines are also
readily downloadable from website. The E-Library Link on website provides
extensive downloadable information for investors, researchers and students.
The website is updated on a regular basis.

Network and Communications: All employees at PPIB are connected to
a high speed Gigabit LAN and can communicate 24x7 with each other via
network or centralized email system (Microsoft Exchange Server 2010). PPIB
has a Fiber-to-the-User (FTTU) internet connection for fast communication.
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8.6 In-house Legal Capacity

Earlier, Private Power and Infrastructure Board used to outsource most of its legal
work including drafting of standardised documents and opinions on complex issues
to local and foreign consultants. However, over a period, it has developed a team
of professionals with a diverse range of legal expertise. This has not only resulted in
substantial savings in the legal consultant fees but PPIB has also enabled the latter
to provide legal assistance and guidance in intrinsic issues to some Government
organizations upon request. Presently, all legal matters of PPIB including drafting of
various documents, negotiations for execution of the security package agreements,
review of various agreements and opinion on such agreements, matters relating to
litigation and arbitration and review of Power Policies are being dealt by its in-house
legal team. This has contributed to improved performance in a majority of the tasks.

In the earlier years of its establishment, the draft security package documents
including Implementation Agreement, Power Purchase Agreement, Fuel Supply
Agreement were drafted by the international consultant engaged by PPIB for the
purpose. However since 2007, PPIB has been successful in drafting all the security
package documents utilising its in-house resources. More specifically, standardised
documents in relation to hydel power projects, coal power projects and power
projects based on co-generation have been drafted in-house. In addition, Pre-
Qualification Documents, Request for Proposals for International Competitive
Biddings, Bank Guarantees, Letters of Interest, Letters of Support, Memoranda of
Understanding and other miscellaneous legal documents required from time to time
are also drafted in-house. Other legal documents being drafted in-house include
Petitions, Written Statements, Para wise Comments, Appeals and other documents
required by courts of law.

PPIB since its establishment has successfully negotiated project agreements with
14 IPPs under the 1994 Power Policy with a cumulative gross capacity of 3048 MW.
Negotiations with 12 commissioned IPPs possessing a cumulative gross capacity
of 2,530 MW under the 2002 Power Policy have also been concluded. Negotiations
with Pakistan’s first hydel project in private sector i.e. New Bong hydropower project
followed by Patrind hydropower project have also been finalized successfully,
whereas negotiations with other two hydel projects in the private sector are under
process.

PPIB does not refer complex legal issues to external legal counsels for review and
opinions under the contractual instruments and legal remedies available thereto.
Legal issues arising out of the following are fully handled by the in-house legal team:

Power Policies

Regulatory framework

Project related matters in relation to Pre-Qualification Documents
Evaluation of bidding documents and proposals

Bank Guarantees

Letter of Interest

Letter of Support

Implementation Agreement

Power Purchase Agreement



9
{E;} ‘ Annual Report 2012-13
=

Fuel Supply Agreement

Water Use Agreement

Land Lease Agreement

Financial Closing

Term Sheets

Common Terms Agreements

Project Fund Agreements

Commercial Facility Agreements

Import Facility Agreements

Term Finance Facility Agreements

Inter-creditor Agreements

Murabaha, ljara and Musharaka Finance Facility Agreements
Direct lenders agreements in connection with the assignments
Innovations and other securitizations for financing and re-financing of the
projects

Some litigation cases have been filed against PPIB in various courts of law, and PPIB
engages prominent lawyers having prominent expertise in the power sector as well
as in commercial and constitutional law. Notwithstanding this, success would not be
possible without the input and support of the in-house legal team, which provides its
fullest supporttothe externallawyersin drafting or vetting petitions, written statements,
appeals, reviews, miscellaneous applications and reports for the courts of law. The
team also provides assistance to external counsels in preparation of arguments and
representations before the courts of law in litigation cases by or against GoP/PPIB.
PPIB also strategizes litigation cases based on value, subject matter, complexity and
monitors and follows up the litigation cases and tasks assigned to external counsels.
The litigation cases against PPIB mostly relate to termination of Letter of Support/
project agreements and encashment of performance guarantees and the legal issues
involved in these litigations include contractual obligations, constitutional jurisdiction,
estopel and double jeopardy in addition to factual controversies. Besides, the major
litigation cases involving PPIB have included Suo-moto action by Supreme Court
over the Rental Power Projects, and a famous case of Sabah Shipyard (Pakistan)
Limited which was decided successfully in favour of the GoP/PPIB in international
arbitration at London. Amongst others, the cases so far decided by the Supreme
Court of Pakistan relate to the projects of the 1994 Power Policy viz. Wak-Orient
Power Project and Rupali Polyester Case. The Constitutional Petition filed by the
Government of Khyber Pakhtunkhwa (then NWFP) in relation to Suki Kinari Hydro
power project was a prominent case, which was subsequently withdrawn. Whereas,
TNB Liberty Power phase —Il case has been decided by Islamabad High Court.
The cases of Gujranwala Energy Limited, Star Power Generation Company Limited,
Spencer Power Company, Eastern Power, Munda Hydropower Limited, Amzo LLC,
Orient Power Company, Multan Power Limited, Star Energy Ventures, Security
Electric and Tri Star Energy are pending before various courts of law.

PPIB has also provided legal support to other organizations and provincial
governments as well as the Government of AJ&K. This includes finalization of
Power Policies by PPIB, Renewable Energy Policy 2006 by AEDB, Guidelines for
determination of Tariff for hydropower projects under 2002 policy, Guidelines for
sugar mills for co-generation from Bagasse, Guidelines for setting up Private Power
Projects under short term capacity addition initiative, Assistance to Government
of Sindh for development of Thar Coal, Assistance to Ministry of Water & Power,
Assistance to AEDB, *Assistance to BOI for BIT’s, acting as Agent of AJ&K
Council, Assistance to Governments of Punjab & KP, Assistance in connection with
establishment of Gadani Power Park & CASA1000.
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FUTURE PLANS

9.1 Portfolio of Projects

Under the 2002 Power Policy, PPIB, is currently processing (20) projects of around
9,000 MW at different locations of the country which are based on various fuel
technologies i.e. hydro, coal, oil & gas, some of which are at advanced stages of
processing/ development. Details are given below:

Sr. No. Project

Year 2014

1 UCH-II Power Project

Year 2015

Grange Holdings Power Project

Year 2016

Star Power Project

Year 2017

Patrind Hydropower Project

Gulpur Hydropower Project

Year 2018

Kotli Hydropower Project

Sehra Hydropower Project

Year 2020

Suki Kinari Hydropower Project

Karot Hydropower Project

Azad Pattan
Hydropower Project

Sponsors/ Company
Name

Uch-Il Power
(Pvt.) Ltd.

Sub Total (2014)

Grange Power Limited

Sub Total (2015)

Star Power Generation Limited

Sub Total (2016)

Star Hydropower Limited

Mira Power Limited

Sub Total (2017)

Mira Pakistan Ltd.

Farab Energy & Water
Project, Iran

Sub Total (2018)

S. K. Hydro

Karot Hydropower Project

Alamgir Power (Pvt.) Ltd.

Location

Dera Murad Jamali,
Balochistan

Arifwala, Punjab

Daharki, Sindh

Kunhar River,
Khyber Pakhtunkhwa/AJ&K

Poonch River/Gulpur, AJ&K

Poonch River/Kotli, AJ&K

Poonch River, AJ&K

Kunhar River/Mansehra,
Khyber Pakhtunkhwa
Jehlum River, Distt.
Rawalpindi, Punjab

Jehlum River/Sudhnoti, AJ&K

Gross Capacity
(Mw)

Fuel




Chakothi-Hattian
Hydropower Project

Kohala Hydropower Project

Project at Feasibility Study Stage

8 Kaigah Hydropower Project

Chakothi-Hattian
Hydropower Project

China International Water &
Electric Company

Sub Total (2020)

Telecom Valley (Pvt) Ltd.
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Muzaffarabad, AJ&K

Jehlum River/Kohala, AJ&K

Kaigah/Indus River,

Khyber Pakhtunkhwa

Sub Total (Project at Feasibility Study Stage)

Other Projects in Process

Sindh Engro Thar
Coal Power Project

14

18 Kandra Power Project

Lower Palas Valley
Hydropower Project

16
Lower Spat Gah
Hydropower Project

Madian Hydropower Project

Asrit-Kedam
Hydropower Project

Mahl Hydropower Project

Government of Sindh
and Engro Corporation
Kandra Power
Company Limited

SHYDO, WAPDA, K-Water
and Daewoo of Korea

SHYDO, WAPDA, Komipo
and Pasco of Korea

Cherat Cement Co. Ltd.

Yunus Brothers Group

Thar Block-Il, Sindh

Near Sukkur, Sindh

Kohistan Valley, Knyber
Pakhtunkhwa

Kohistan Valley,

Khyber Pakhtunkhwa

Swat River,
Khyber Pakhtunkhwa

Near Kalam/Swat River,
Khyber Pakhtunkhwa

Jhelum River, AJK/ Punjab

Sub Total (Other Projects in Process)

GRAND TOTAL

8,969
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9.2 Important Events of Projects upto Year 2020

The important events of upcoming projects i.e. Commercial Operation Date (COD),
Financial Closing (FC), Letter of Support (LOS) and Letter of Interest (LOI) ranging
from year 2013 to year 2020 are expected to occur as per the following table:

Year/ Name of Project FC LOS LOI

2013

Karot Hydropower Project 720

Azad Pattan Hydropower Project 640

Chakothi-Hattian Hydropower Project 500

Mahl Hydropower Project 590
Sindh Engro Thar Coal Power Project 600
2014

UCH-II Power Project

Gulpur Hydropower Project 100

Suki Kinari Hydropower Project 840

Kohala Hydropower Project 1,100

Kaigah Hydropower Project 548

Sehra Hydropower Project 130
Sindh Engro Thar Coal Power Project 600
Lower Spat Gah Hydropower Project 496

Lower Palas Valley Hydropower Project 665

Turtonas Uzghor Hydropower Project 58

Nekhcherdim Paur Hydropower Project 80
2015

Sindh Engro Thar Coal Power Project 600
Lower Spat Gah Hydropower Project 496

Lower Palas Valley Hydropower Project 665
2016
Sehra Hydropower Project 130

Karot Hydropower Project 720

Azad Pattan Hydropower Project 640

Chakothi-Hattian Hydropower Project 500

Kohala Hydropower Project 1,100

Mahl Hydropower Project 590

Turtonas Uzghor Hydropower Project 58

Nekhcherdim Paur Hydropower Project 80
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2017
Patrind Hydropower Project

Gulpur Hydropower Project

Sindh Engro Thar Coal Power Project

Kaigah Hydropower Project 548
2018
Lower Spat Gah Hydropower Project 496

Lower Palas Valley Hydropower Project 665
2019
Mahl Hydropower Project 500

Turtonas Uzghor Hydropower Project 58

Nekhcherdim Paur Hydropower Project 80
2020
Suki Kinari Hydropower Project

Sehra Hydropower Project

Karot Hydropower Project

Azad Pattan Hydropower Project

Chakothi-Hattian Hydropower Project

Kohala Hydropower Project

9.3 Key Upcoming Projects under process by
PPIB

Following is the list of key upcoming projects under process by PPIB:

Projects Location Capacity (MW) Expected COD
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10.1 Audited Statement of Income and Expenditure,
Balance Sheet of PPIB for the year 2011-12 &
year 2012-13

Since its constitution in 1994, it has been the standard practice and policy of
PPIB to have external audit of PPIB annual accounts conducted by top chartered
accountants firms and to change external auditors after every three years. For
selection of auditors, PPIB selects a chartered accountancy firm of “A” category
from the State Bank of Pakistan’s panel of auditors eligible for carrying out external
audit of Banks.

Due to change in PPIB legal status after enactment of its Act, two separate audited
accounts for Financial Year 2011-12 were prepared i.e. from 1st July, 2011 to 1st
March, 2012 (Appendix-Iil) and 2nd March, 2012 to 30th June, 2012 (Appendix-1V).
The audited accounts for the period 2012-13 are placed at Appendix-V. All these
accounts were audited by one of the top independent firms M/S A.F. Ferguson &
Co., Chartered Accountants. The Auditors have issued unqualified Audit Reports
on all of the audited accounts.
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Appendix-Il
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Appendix-I|

List of PPIB Board meetings held during FY 2011-12 and
2012-13

Sr. No. Date No. of Board meeting Chaired by

_O0A- th Syed Naveed Qamar
1 6-01-2012 % Federal Minister for Water & Power

_00- st Syed Naveed Qamar
: 29-02-2012 91 Federal Minister for Water & Power

_No- nd Mr. Ahmed Mukhtar
? 14-02-2013 92 Federal Minister for Water & Power

_NR. d Mr. Ahmed Mukhtar
4 18-03-2013 9 Federal Minister for Water & Power
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Audited Statement of Income and
Expenditure, Balance Sheet of PPIB for the
year 2011-12
(from 1st July 2011 to 1st March 2012)
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Tel: +92-51-9100118-129
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