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of the Policy for Power Generation Projects 2015.,
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I. INTRODUCTION

Pakistan is a developing economy with evcr incrcasing en€r6/
requirements. It is a provm fact 0tat per cepitr electricity consumption is one of
the most relevant oconomic welfarc indicators regarding economic developme,nt
of any country. Pakistan is bc*owed with enormous hydro and coal potcntial
which, if carcfully exploitod, qan Gnsuc our firture encrgy security on long term
basis. Given this resourcc potential thc country has lagged bchind in meeting the
increasing electricity demand which has serrerely hampered its economic growth.

In order to overcome the electricity criseq thc Government of Pakistan
is working on multi-prongod stratcry including development of Power Projects
based on indigenous & imported mxlunoes both in the public ard private sector.
Thc planned ergansion in 6e gcncration capacity rcquires sryorting enpansion
in the ransrnission infrasaucnne fm cvrudion of tlrc pow€r. Hence the GOP
has also embarked upon initiative to develop tnrnsmission lines in pnvate sec.tor.

CrOP is fully aware of the private invcstors' nccds of having a simple
and ransparent framework for their investment by providing dl facilities and
ambiance for the safe investrrent with compairtive concessioos and attractive
return on investment. Encoraging locat and foreign invement is a key fcatre
of the govemmcnt policics in order to develop the infrastu,cnrc ard power
projects in Pakistan. Importcd coal and other new firels for pow€r gencration in
Pakistan having different supply chain mochanism whilc the liquidity problems
in the power scctor and dclays in paymgnt to power generation companies also
needs to be addr€ssed.

In vicw of the aboyc, ftc GOP has dmidcd to urnoumc a nely powcr
policy offering enhanccd inccntives and sirnptified processing to bridge the
demand supply gBp in the minimum timo tbrough garcration of affordable
electricity for socio-econornic uplift of the cornEy.

The Policy offers profitable business opporhmity and the GOp urges the
local and intemational investors to participate in the development of power
projects.

MAIN OBIECTTVES OF TEE POWER POLICY

To provide sufficient powcr gencration capacity at the leas cost
To encourage and ensure exploiation of indigenous nanouroes
To ensure that all stakeholders are looked after in tte process; a
win-win sinration
To be attuned to safeguarding the environment
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3. SCOPE OF TIIE POWER POUCY

Private sector power projects

Public s@tor power projects, where required by the Project Sponsor

Public-Private Parhership (PPP) power projects

Power projects developed by the Public sector and subsequently
divested

4. IMPLEMENTATION.OT'TIIE POLICY

i. Private Power and Infraslructure Board (PPIB) /relevant entities in the
hovinces I AJK/ GB will provide a one-window facility for implementation of
projects under the Policy and will issue LOI and LOS, prepaie prequalification
and bid documentq preaualiff the Sponsors, evaluate the bids/proposals and
award the projects.

ii. PPIB / relevant entities in the Provincps t NK / GB shall carry out
negotiations on the [A, assist the Sponsonilproject companies in seeking
necessary consents from various Government agencies, assist the Power
Purchaser, Provincial /AJMB authorities in negotiations, execution and
administration of various project agreements and PPIB shall issue the GOP
Gugantee backing up the payment'obligations of the Power Purchaser and/or
ProvinciaUAJIVGB government where taritr is determined by NEPRA and
Power Purchaser is a federal entity and follow up on implementation and
monitoring of the projects in accordance with this Policy.

iii. In case where the Power hrchaser is a provincial entity and the Tariffis
determincd by the NEPRA / Provincial Regulator, the GOP Guarantee should be
issued where it is fully backed by the respective Pnovincial Government as a
charge against its share in the divisible pool as per NFC Award subject to a
cumulative limit of 20o/o of the share of the respective Province in a given year
or as may be decided between the Federal and the respective Provincial
Government.

a

a

a

a

5.

5.1

l-

ITYDROPOWER PROJECTS

Types of Hydropowei Projects

The following types of hydropower projects are covered under this
Policy:

a. Raw Site hydropower projects (i.e. for which no feasibility study
. and the deailed engineering design yet has been carried out) to be

developed in private sector;

l-
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b. Hydropower projects having alrcady complc&d feasibility study in
either private or public sector, to be firrther developed in privalc
scctor;

c. Hydropowcr projects having alr€ady completad feasibility study
and daailed cngineering desigU in eithcr privatc or prblic sector,
to be ftrther devcloped in privatc sactor;

d. Hydropower projects under Public Privatc Partrership
arangemat;

e. Private, Public or Public Privatc Partnership Hydropower lhojects
initiatod/awarded by Governmcnts of the Provinceg AJK or
Gilgit-Baltistan where Power Purchaser is a Federal Entity,
Transmission and Distribution Netrrork of a Federal Entity is
use4 taritr is detcrmined or approved by NEPRA and GOP
Guarantoc is rcquired. On roqucst of thc rchvant govcrnmcng
such prrojects shall be furdrer hsndld bt PPIB in consnrlation widr
relevant provincid en$ty / NK I GB under Tripartits Ls'uer of
Support (LOS) rcgime; and

f. ProjGcB undcrtaken by Provinces t l.J/K/ GB, wherp thcy arc dcah
by hovincial Regulatu or Powcr Purchasc is a provincial Gotity
and GOP Guamntcc is rcquircd, on rcqucst of dre relernnt
Goveinmcnt, such hojoce may finther bc handlcd by PPIB md
rcspoctive Provincial Entity undcr Tri-portite IOS rogimc.

orrty trc run-of-rivcr hydropo'H,Er projGcfs ie. rrvtcre inig4ion, Amd
conhol & seasonal storags arc not involved will bc oftrod undcr fris
pohcy rmless oftcrwise spccificelly pcrmiuod by thc @P in coosultitim
witr tE conccmcd Prcvince. The nm'of*iver pmjocts may bavc smc
ponding frcihty for absorption of daity flow fluctration and fc daily
peaking operation ofthe porvrr phnt Thc project should bc dcsigned rnd
implcnrentcd with a vicwof optimum utilization ofpdcnti.l of thc siE.

5.2 EydropowerProjocbProcessing

Being indigenous, cheap and clcan rcsouroc, th dcveloprnent of
hydropower projects is amongst the top pnority ofthe GOP.

Hydropower projocts may be processeA und€rftc folloning modes:

a. International Compctitive Bidding (ICB) for projccts will be
conducted wtrere a bankable feasibility study has been conductod ard
a dctailed engineering desigl is availahlc. Thc project will be arvardod
based on the lowest waluarcd l.cvelizd Taritratong with any odrer
parameter0at may be specified in fte RFP for tb projccq
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b. Proposals will be sought wherc feasibility study is available but
detailed engineering design has not been caried out. The project
will be awarded to the highest ranked applicant and the LOI of short
duration will be issued for upgradation of the feasibili$ sfirdy;

c. For Raw-Site projects, proposals will b€ solicited and the projects
will be awarded to the highest ru*ed applicant. The LOI will bo
issued for carrying out the feasibility study; or

d. Small hydropower projects may bg processed under Upfr,ont tariff
regime where such tariff is announced byNEPRA if opted by the
Projecl Sponsor.

ii. For raw site projects the sponsors will conduct a bankable feasibility study
ftrough reputable consultants as per terms and conditions grven in the tOI.
The TORs for the Feasibility Stdy strall be issrrcd with thc I.oI, along
wittr the milestones for carrying out the Feasibility Strrdy, and oompliance
thereof shall be monitored stictly. The Feasibility Study must also contain
a detailed bill ofquantitiesand rate analysis ofmajor iterns.

iii. The conduct of feasibility study will be monitored by a Panel of Experts
(POE) appointed by PPts with due r€presentation from the concerned
Province/AJK/GB.

iv. The feasibility studies and/or detailed engineering design already canied out
in thc public sector or private sector or other organizations may be made
available b thc private ent€preneurs (after seeking consent from the
relevairt hovincial Govemment / concerned Entity where such feasibility
w8s undertaken by such hovirrcial Govemment / Entity) as public
document against a fee wtrich will cover at least ttre audited cost of the
shrdies. These will be paid by ttre sponsors to such organization prior to
issrance of kmer of Intent (LOD.

v. For the feasibility strrdies and/or detaild engineering desig alr€ady carrid
ou( the GOP / hovince I NK / GB will not guarantee fteir content or
corrclusions. The bidder will have tt* ti$t, at its own cosq to examinq
evaluarc and form its own conclusions on any or all aspec8 ofthe feasibility
shdy, and to carry out any additional snrdies and investigations to make its
own assessment about tre feasibility md viability of the project, as prt of
its drrc diligence.

vi. Tariff will be determined as per NEPRA's or Provincial Regulator's
Mechanism for Tariff Deternrination or any such procodure notified by
NEPRA or Provincial Regulator from time to time.

H
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vii. . The lrydnopo*rr projects shall be implemenEd m BOOT basis orany odrer

mode and dre enn of oolrcessiqr P€riod fa thc privre soctor will be 30

y€ars after which the p.ojat will bG fmsfcnod to dle Pnovincial

CrovernmenUAJK and Gilgit-Baltim (as thc case m8y be) fo Pak Rupee l.

5.3 WaterUreCherge(WUC)

i. WUC will be pard @ Rs. 0.425lkWh by ttre private soctor hydropower
projocts to the province ufrere the Project is locatod.

ii. The rate of WIJC wi[ be rwieurcd wcry five ycrs by tre GOP in order to

@rmfuie if an incrcasc in WLJC is ttcccssary.

iii. For projects loced in mqe than one pmvirrcial jrnisdiction, tre straring of
, WUC will bo desided among thc $akfuldcrs m casc b casc bosis.

iv. For Public S€ctor hy&opower proiecrs' conocrn€d provinoe in which the
hydro electic station is sihrated shall be peid Nct Hydel Profits as per the

relevant provision of Constihrtion of Pakisan.

5.4 ' EydrologicelRbk
The pourcr prctnser will bear fte risk of availability of nater fu hydrc
pow€r projects, by making paymeot of frlod mnttty CP-P component of
tre hrifrto the project cmrpatry in accondmoc wi& $c monthty average

hydrolory. The Scurity Prckage Documents will spocify arrangemerG to
monitor and record nater flows.

6;. TMRMALPOWERPRO.,ECIS

In order to diversi$ frrel mix and induct boft basc ld and peaking
power plants, high cfEcirncy, envirorunentally compliant, furdigenous and

imported fuels basod projocts will be Ttreflml power projecc may be

processed and awarded undcr any orc of the folloning rrcdcs.

6.1 Solicitcd Proicc'b

Generally the projects may be prcc€ssd and awarded through

lnternational Competitive Bidding (ICB) and soliciation for proposals

based on upfront tariff. For this purpose, following modes may be

adopted:

i ICB based on lowest evaluated levelized tariff or soliciation of
discount on the upfiont or benchmark taritr daermined by NEPRA;
or

ii Proposals srbrnited by the Sponsas in rcsponse to invitation of
E:<prcssion of krterest wtrere NEPRA has annormcod Uptront Tariff.
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6.2 Projects Awarded/Recommended by ProvinciaUA.IIVGB Govemments

Where a designated ProvinciaUAJIVGB entity awards the projects in

accordanc€ with their applicable laws and recommend to PPIB for their

furdrer processing PPIB may process the project firdrer under'&is Poliry.

6.3 Nternrte Modee

In alternative, projects may b processed and awalded where GOP's

international commitments or fast tacfc implementation of projects or
nahre of the projects requiring specific firel, site or financing is involved:

i. Projects approved/recommended to PPIB by concerned

provinciaVAJIVGB governments for award;

ii. Dedicated Gas Field Projects: All ElkP Companies wtro havc made

gas discoveries of lower heating value shall have the right of firs
refusal to set up their own IPPs as per GOP approval;

iii. Proposats submitted by Sponsors pursuant to Upfr'ont Tariff
announced byNEPRA;

iv, Power Projects through Public-Private Partrership (PPP) Mode

where the private sector parher has alread been selected/fmalized

by a public sector entity;

v. Designated projects that are covered under bilatcral agreernents

betrreen GOP and foreign governments;

vi. Projects to be set up through, tied financing or, use of any

indigenous fuel resource and where tariff is detennined by NEPRA
or Provincial Regulator and Federal / Pnovincial Power Purchasing

Entity as the case may be;

vii. Expansion of existing IPPs subjwt to cons€nt of Power Puchas€r

and tariff approval by NEFRA; or

viii. Mega Power Parks under the specific schemes sanctioned by the

Federal Government / Provincial Govemment / AJK / GB or their

entities.

7. PTIBLIC PRTVAIE PARThTERSHIP (PPP)

The @P encourages establishment of power projects in public-private

partrership. In line with the scope of this Policy, the incentiveJconcessions

available to private power projects will also be available to projects implemented

under PPP mode in accordance with the applicable laws.
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8. BAT{K GUARANTEE / BID BOITE}, LETIER OF INTENI,
LETIDROT SUPFORT

8.1 BrnkGuenntec
PPIB/GOP will accept Bank Guarantee in US Dolla{p.However, the
Bank Guarantoe may be pryable in equivalent Pak Rupees at the.
prcvriling exchangc rates at the datc of encashmont

t.2 Bid Bond

For ICB projects and solicited proposals, the bidders will be required to
submit bid bood in the fortn of Bank Guararfioe @ US $ 1000/M\[, in
hvor of PPIB alog with the bids.

t.3 Lettcr of Iltcnt (LOD

i. Upon fulfilment of rcquiremc,nts of tbc Policy rnd approval of PPIB
Boar4 PPIB will issu€ LOI to sponsors against submission of Bank
Guarantcc by thc Sponsors @ US $ 1000/MW in frvor of PPIB.

ii. The Validity of LOI will dep€od on the sizc ard tlpc of the project

Thc LOI will rcquire the Sponsors to (a) carry ort a cmpletc feasibility
strdy to bc monitsed by ftG FOE appointod by PPIB, and O) approach
NEPRA for acccptance/approval of upfr,ont tariff or determinadon of'
ariffwithin the time pcriod spocified in ftc IOI, and (c) firlfil any otrer
condfion/milestone stipulaed in $€ LOI.

If thc Sponsms fail.to mcct thc relevant milestoncJstandards, PPIB will
be entitled to cncssh the BankGrnrantcc andterminatc the I-,0[

Lettcr of Support (IOS)

Once the tariffis appnoved/dctcrmined by NEPRA' PPIB will issue LOS
to spotrsors against submission of Bank Guaraotec by the Sponsors @
US $ 5000/MW in favor of PPIB.

In order to ensure that sponsors of projects move expeditiously with
subsequent steps for implementation of the project-

a. The period of validity of the.Bank Guarantee for LOI shall be 3
*onti r beyond ttre eipected date for issuance of LOS by PPIB. In
this regrd, thc schedule will be decided and made part of the LOI.
Howeyer, if such requircd period of vatidity of the Bank Guarantee
is more than two (02) yearq the sponsors may be allowed to postthe.
Bank Guarantce initially for a period of eightean (18) months, witr
the provision to extend it further for the period rcmaining till $rcc
(03) months beyond the cxpccted date for issuance of I,OS by PPIB.

ll1.

lv.

ll.
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If any extension in the validity of LOI or LOS, as the case may be, is
necessitated, sponsors will be required to submit a Bank Guarantee
in double the original amount and valid beyond three months of the
e:ctended LOI period or beyond three months of the q<tended LOS
period to qualifr for extension in validity of the LOI or LOS, The
or<tensions should be subject to the concurrenee of the province
where projects are rocommended or initialed by Provinces and
procegsed under the Tri-partite LOS rcgima; and

If any extension in the validity of LOI or LOS as the case may be is
necessitated due to delays on part of GOP entities or for the reasons
which are beyond reasonable contol of the sponsom, the Board of
PPIB may consider such extension without doubling of the Bank
Guarantee with appropriate terms and conditions.

8.5 Public'Setor Entitios shall be orempt from payment under this para to
thc cxtent of their shareholding in the Power Projects.

g. INTERCONNECTIONARRANGEMENT

The power taritr will be bas€d on tho point of delivery indicated by the
Power hrrchaser. The delivery point will either be the outgoing bus bar of the
power plant or a specific location on the grid of the power purchaser, depending
upon one of the following options:

i. The transmission line & interoonnection with the grid upto the
' power complex will be built, owned, maintained and operated by the

power purchaser;

ii. Thc bansmission line & interconnection with the grid from the
power complex to the gr.id will be built by the company and
transferr€d to the power purchascr, who will then own and operate

, the transmission line;

iii. The transmission line & interconnoction with the grid from the
power complex to the gri.d will be built by the power purchaser and
the Sponsors jointly and will then be transferrei to the power
purchaser, who will then own and operate the transmission line; or

iv. Any other anangement envisaged under the GOP's transmission line
poliry for private soctor or Wheeling Policy as announced from time
to tim€.

b_
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IO. TARIFT'S

10.1 Trriff Shrcture

i. The Tariffwill be offered in trvo parts: (J) Energr Purchase Price (EPP)

. 
and (2) Capacity Purchasc Price (CPP)

ii. The EPP will comprise fuel cost/water usc charge, variable O&M and

any variable component dctenniired by NEPRA. The EPP witl be paid
based on the amount of kWh (RsJkWh) delivered at the point of
delivery.

iii. The CPP will comprise Fixod O&M, Rearn on Equtty, Debt Servicing
InsurancG, Cost of Wo*ing Capital, and any fxcd component
determin€d byNEPRA.

iv. Thc CPP will bc e:gressed in RsJkWhour or RsvklV/month which is
payable provided the plant is made available for despatch by ttrc
company as pcr the staddards dcfittcd in'th€ PPA.

The tariffwill be denominated in Pakistan Rupee.

In order to mitigale the exchange raie variatio rish spocified
adjustnrents for orchange rate varidions of US Dollar, Pomd Sterling
Euro and Japanesc Ycn shdl bc allowed. Thc adjustment rclated to deh
scrvicing shall bc allowed for the aforesaid currencies.

In order to ensurc sustained interest of the Spmsor during the entire life
ofthe projecq the sum of EPP and nondebt related CPP (computed on a
kWh basis at the reference plant fator) will remain constant or increasc
over time. The debt-related CPP stneam may match thc loan rcpayment
stnearn, except in case of upfront tariff.

lO.2 Trriff Dccign end Indering Peremeters

During life of the project operations, quarterly adjustnentJin&xations
for local infldion, foreign inflation, exchange rate variations and interest
rate variations will be made on lst July, lst October, lst January and lst
April each year based on latest available date wift respect to CPI
notified by the Federal Burpau of Statistics (FBS), US CPI issued by US
Bureau of Labor Satistics and revised TT&OD selling rate of foreign
currencies (US Dollar, British Pound Stcrling Euro and Japanese Yen)
issued by the National Bank of Pakistan. The method of indexation will
be as follows:

v.

vi.

vtt.
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CAPITAL STRUCTTIRE

Financing of the projects will be in the form of equity and debt, to be
arranged by the sponsors. The minimum equity shall be 2A%o xnd the
riraximum equlty shall be 30%. However, if equity is more than 30plo of
the capital cost equity in excess of 3OYo shall be treated as debt.

GENERAL PROYISIONS

i. Fees for various stages of the project development shall be prescribed by
the Board of PPIB from time to time.

ii. Hydropower projects in the privateserctor will be implemented on Build-
Own-Operate-Transfer (BOOT) basis. Thermal projects in the private
sector, however, will be established either on. BOOT or Build4wn-
Operate (BOO) basis. Decision in the matter would be made on a cas€-
to-case basis.

iii. Private sector projects based on the BOOT model shall be transferred to
their respective provinciaUUUGB governments after completion of
concession period.

iv. Subject to NEPM'S [rw, Rules and Regulations, for projects located in
AJK or GB, Sponsors will first negotiate tariffwith the Power Purchaser
and the Power Purchaser will subsequently file the petition for
detennination of tariff with NEPRA for purchase of power from IPP at

I l.

12.

TariIf Components Teriif Index.tion & AdJustment

Fuel Cost Component Delivered Fuel Price at the Power Plant

Variable O&M (Foreign) US $ to Pak Rupees & US CPI

Variable O&M (Local) Pakistan CPI

Fixed O&M (Forergn) US $ to Pak Rupees & US CPI

Fixed O&M (Local) Pakistan CPI

Cost of Working Capital Adjustrnents for relevant KIBOR Variations

Return on Equity US $ to Pak Rupees

Principal Repayment
(Foreicn Currencv Loan)

US $/Euro/Yen/Pound to Pak Rupees @ased on
borrowins bv the Comoanv)

Intercstllvlark-Up payment
(Foreigr Currency loan)

Adjustmcnts for rplevant LIBOR or other applicable
interest rate benchmark and variations in exchange
ratc for Foreim Currencv (JS$/EurorYenrPoun0

Interestl[{ark-Up payment
fl.,ocal Currencv [.oan)

Adjustncnts for relevant KIBOR Variations
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agr€ed pricc. The Efor€said arangement will remain in place until srch
time that the Rcgulator's juisdfuxion is orEnded to irrclude AJK ard GB.

v. In case a project is proccssod pursuant to a Government to.Govcrnment
Agreement the terms and conditions of such Agreement slrall bc
applicable accordingly.

vi. All requirements.of the Pakistan / Provincial / AJK / GB Envimnmental
Protection Agcncy. (PEPA) Acts inter-alig relating to e,nvironmontal
protection, environme,nal impact and social soun&rcss assessmarf shall
have to be mA.

GOP will nd guarantec fuel supplix or oblig*ions of the firct npplier,
except where a spocific mcchanism is approved by fu GOP.

Despatch ofpowcr plam strsll bc on emmic mcrit order.

Wheling of Elocrricity in the Hwork of Di*ihnioo Componies will be

The Sponsor idertifiod astlre Main Sponsor inthc proposaf havinga lcad
role and possessing suftient financid scrrgdL will bc required to hold at
lenstr,2W/o of the equrty ofthc prrojet company drning the'lock-in p6iod"
which will bo from tte I,oI issuance dde until ttc sirh anniversary ofthe
sncccssful commissioning of ftc plant Tho pqiea spoosom mnst toge6€r
hold 5l% ofthe equity forthc same pcriod"

Thcrc shall bc dclibcrate cffort by thc Sponson to devetop social, hlth,
and eduOational projects in thc projct .rGa as part of theh Corporate
Social Responsibility and Community Wclfare Dcvclopocd
Programme. hovinces shall also spcnd srch amount of l[atcf User
Charge (WUC) as pcrthair respective Policy in thc lga[arca.

In case any pow€r prcject earns irrcornc tnough crbon credits of Chan
Development Mechanism (CDM), dnring of drisincomc bdwecn fi€ IPP
and thc Power hnchascr shall be in lindfuitlrte mehanisrn prescribcd in
the National CDM Policy. .,

To promote indigenizatioq the local
encouragod to fmm joint venhres witr
dwelop power projocts.

xiv. Skilld and semi-skilled local manpower shall be givcn prcfenence with
regard to employment on merit basis. Internships shall be provided on
merit basis in order to bain and hire local personrrcl of tlqt particutar
aaea.

vll.

xllt. engineering industry will bo
foreign companies in ordcr to
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13. PRO.IECTS InttrIATED BY PROVINCES/NIVGB:

i. Subject to provisions of Para 4 (iii), the ProvinceyAJIUGB may Pr€pare
their own policies however where GOP Guarantee and LA are to be

executed by P?IB a clear coordindion plan shall be developed with the
consultation of PPIB. GOP LA and Solcreign Guarantoe shall only be
provided for projects where Power Purchaser is a Federal Entity and the

ariffapproved byNEPRA

ii. For the projects that have already been issued LOI by the
prCIvinceVAJtrUGB and intend to sell power to a federal entity, upon
request of thc respective province/AJIVGB, PPIB will issue Tripartite
LOS to the sponsors with respective provinceJAJtrUGB.

iii. For such projects, the GOP appr,oved standard secwity package

documents shall be used l.e. LOS, Bank Guarantoe, [A, GOP Guarantee,
. PPAetc.

iv. Conscnt from Power Purchascr (NTDC/CPPA or DISCO) shall be

obtained by provincial authority or Project Sponsor.

74. SECI'RITY PACKAGE

Standardired [A, PPA, WUA (as applicable), shall be prepared for
private/public-private partnsrship power projects to eliminate the need
for protracted negotiations.

The GOP will inter alia:

a- Guarantee the payment obligations of the Power Purchaser if it is a
Federal entity.

b. consider on case to case basis request of the Provincial
Government / A{K / GB to povide GOP Guarantee to any power
project Such request shall be disposed-offwithin a period of 120

days by the Federal Government

c. Guarantee the payment obligations of provinciaUAJtrUGB
govemments underthe GOP LA.

d. hovide protection against specified force mqieur€ events 8s

contained in the strndard IA.

e. Provide protection to the power projects against changes in the ar<es

and duties tegime.

ll.

L
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f. Ensure corwcrtibility of Pakistan Rupees into US Doltars and the
rernitability of foreign exchange to coverneoessary payments related
to tlrc proj€cts.

iii. The Company is entitled for delayed payment interest at the rate of
3-months KIBQR plus 2fi) basis poins to bc spccified in t!€ PPA.

iv. In case the plant is not available for desparch due.to non-availability of
fuel at site solely caused by delayed payments by the Power Purchaser
for specified number of days as agreed in thc PPA the Company shall
be entitled for CPP and the fi:rcd portion of Encrgr Palmrents, if
applicable, wlth ROE component reducod by agrccd percentage as
provided in the PPA.

v. Minimum Talcc or Pay prwision may be inchff in the PPA as agr€ed
by thc Powcr Purchsser.

vi. For Projects importing Fuel directly, fr6 project co.mpany may bp
rcquired to establish Sbndby Letter of Credit (SBLC) and/or Rcvtilving
UC n favor of Fucl Sup,plicr as per roquiremcnts approvcd by the GOP.

vii. [,aws of England will be allowed forttc forcip l€odcrs participoting in
the projects as the govenring law for the Direc{ Agreemcnts (LA& PPA),
which will conain an fudcmnity to the effect drd if trc IA PPA or the
GOP Guarantee becomes unenforceable, illegal or invdid duc to change
in law, the GOP shall indemni$ the Foject company or the Lenders for
any cosq loss on liability resulting from such unenforceability, illegality
or invalidity.

15. FISCAL INCENTTVES

i. An amactive Return on Equrty / IRR shall be altorved in fte taritr by
NEPRA.

ii. Thc oremption firom Income Tax under Clause 132 of Part-l of the
Second Schedule to the Income Tax ffiinance, 2001 shall be available to

- the new IPPs and PPP projects, and for any s:rpansion ofprojects by IPPs
thd are akcady in opcration.

iii. Sponsors of the power project will be allowed to import plant and
equipment not manufactupd locally at a ioncessionary rats of 5o/o custom
duty. The EDB will notifr in advance list of locally manufactured goods
in relation to power generation projects.

iv. Companies will also be completely exernflcd ftom tre psyment of income

l

tax, including turnover rate talq and witrholding tar< on imports.
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v. Repatriation of equity along witr dividends is freely allowd subject to
the prescribed rules and regulations.

vi. Parties may raise local and foreign finance in accdrrdancc witr
regulations applicable to industy in general. GOP approval may be
required in accordance with such regrilations.

vii. Non- Muslims and Non-residents shall be exemptcd from payment of
Takat on dividends paid by the company.

16. FINANCIAL REGIME

i. Permission for power generation companies to issuc corporatc rEgisEred
bonds.

ii. Permission to issue shares at discounted prices to enable ventur€
capitalists to be provided higher rates of return proportionate to the risk.

iii. Permission for foreign banks to underrrrrite the issue of sharcs and bonds
by the private power companies to the extent allowed under thc laws of
Pakisan.

iv. Non-residents are allowed to purchasc securities issued by Pakistani
companies without the State Bank of Pakistan's pennissions and subject
to the prescribed rules and regulations.

v. Abolition of S%limiton invesfinentofcqultyinassociatedundatakings. r
vi. Indepcndent rating agencies art operating in Pakistan to facilitate

investors in making informed decisions about the risk and profitability
of-the project company's Bonds/TFCs.

vii. l00o/o foreign ownership of companies is permissible.

17. GIIIDELIITES

The projects under this Policy shall be processed and awarded in
accordance with the Guidelines prepared in consultation with dre Prrovinces I NK
/GB and approved by the ECC of the Federal Cabinet.

18. APPLICABILITY OF THE POLICY

This Policy will be apbticable to nerf, power projects. Ttre pnojects wiffr
valid LOS under Policy for Power Creneration Projecb 2002 (tr€ ?olicy 2N2')
and/or. GOP Guidelines for Setting up of hivate Power Projocts rmder Short Term
Capactty Addition Initiativo of August 2010 (the'lGuidelincs 2010') will continue
to be governed by the terms and conditions stipulatod tr€rcin. Nohvi[rstanding
the projects having valid LOI as of l5th Febnrary 2015 under Policy2fi)2 and or

,l
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Guidclim 2Ol0 will have thc o6irn to otr for this Policy wi6in onc mod of is
coming intocffoct srQicctb tho fo[oring.

a Lctbr ofrocfim / dhcrcooc to thc Ems ofthis Polftry;

6. FrEiEg ino a rclcasc dood wi&trc PPIB m Enrs acc@blc to the

PPIB x,hich my stiptb mcodmcot of oristingm n$ethtion witt
ncrw bok gurmo as pcr rcqufu€mcnts

19. SAVINGS

This Policy will d bc applrcaUc to renewablc encrgr poru projocs :
imphmcmlod und6 6G Rcncwable Eocrg/ Policy 2006 (rcad wift am&mts
rmdo tom timc to dmo od uy guidclines ficrcto) and will cqrtinrp b bc in full i
fqco ud cftctm its own Ems ed oonditions

lNo. IPPs" t 0(0 I y20 I s-PCiP.l

MT,JHAMMAD SAT.II^AT ALI,

tucttan Afrca QPPs).

PRINTE} BYTIGMANAGM, DRINTIMTCORFONAflO}I* PNOSTAN DnESq B[I}IA8AD.
FJBIJSTIEDBYTHE DETITY@iIIMI.EN,STATDNEf,YAM'FmMS,UDIIT'EISITYROAD,I(AXACIII.
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