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PROJECT COST 

The project is estimated to be completed at a total cost of US$ 1,882 million (equivalent Rs.47.05 billion).
However, in view of the very size and complexity of the project this is an indicative cost which may vary. At the
time of issue of Letter of Intent (LOI) in April 1988 this project was estimated to cost only US$ 863 million
equivalent. Various factors are responsible for cost increases, such as: (i) with'drawal of Kumagai Gumi andToshiba from the construction consortium necessitating new consortium members with a significant increase in
the construction contract price; (ii) delays in negotiations of the security package in view of the limited recourse
financii-g; (iii)change in exchange rates; (iv) changes in the terms of financing; (v) escalation in TKC price (0.5%
per month from October 1991 onwards); (vi) the Gulf War; etc. The present cost estimates are summarized below: 

Sr. Rs.11 j US$ 

No. Description Million Million 

1. Project Development Cost (before mobilization) 875 35 

2. HUBCO Project Cost (from mobilization to COD) 1,300 52 

3. TKC Cost (Various Curiencies) 23,850 954 

4. Escalation 825 3321 
5. Reopeners 500 20 

6. Importation Charges 1,100 44 
7. Start-up O&M Cost 550 22 

8. Working Capital 350 14 

Sub-Total 29.351,0174 

9. IDC /Fees and Financial Charges 12,125 485 

10. CuntingenciesiStadid-bys 4,375 175 
11. Interest Escrow Account 1,200 48 

Sub-Total 17,700 708 

TOTAL COST 47050 1882
 

It Exchange rate of Rs.25.00 = US$1.00 (as on June 30, 1992)
21 Assuming 0.5% Fer month escalation which would be revised once actuals are calculated and 

agreed by GOP before release of mobilization payment. 

http:Rs.25.00
http:Rs.47.05


PROPOSED FINANCING PLAN 
(US$ Million) 

Base 
Financing 

Contingency 
I Financing' 

Total 
Financing 

Total 
Financing 

_ __ (sRI.MIn.) 

EQUITY: 
FOREIGN INVESTORS 

HUBCO Members 78 78 1,950 
Committed (CDC& Albaraka| 55 55 1,375 
Other Offshore Investors B0 38 118 2,950 
BEI 20 20 500 

Total 233 271 6,775 

LOCAL INVESTORS 
HUBCO Convertible Bonds 

MCBIANZ Underwritten 80 80 2.000 
NDFC 20 20 500 

Total 100 100 2.500 

Total Equity 333 38 371 9 275 

GRANT: French Govt for Soil Investigation 1 1 25 

DEBT: 

FOREIGN 
Commonwealth Development Corporation 48 48 1.200 
PSEDF 370 55 425 10.375 
Commercial Bank Syndicates IJEXIM ECO) 100 20 120 3,000 
Commercial Bank Syndicates (WB-ECOI 184 56 240 6.000 
MITI 70 70 1.750 
SACE 180 180 4.500 
COFACE 40 40 1,000 

Others Inot yet identiliedl 131 6 137 3,425 

Total Foreign Debt 1124 137 1261 31,525 

LOCAL 
Local Banks 

NDFC/BEL Syndicate 120 120 3,000 
Jahangir Siddiqui & Co. 70 70 1.750 
Others [not yet identifiedl 18 lB 450 

Totsl Local Debt 208 208 5.200 

Total Debt 1.332 137 1.469 36,725 

OTHER. 
A. Local Deposit Interest 9 9 225 
B. TKC Escalation from 1.1.92 through 3.6.92 33 33 825 

Total 1.707 175 1.882 ,747,050 

DEBT EQUITY RATIO 80:20 80:20 80:20 



___________________________ 

The status of financing for loan and equity as reported to NDFC by HUBCO is given below: 

EQUITY:
 

FOREIGN INVESTORS
 

HRPG Members(Capitalized as at 30th June 
1992] 

Sponsors 

OTHER OFFSHORE INVESTORS 

Chartered West LB Ltd 

Dallah ALBARAKA Resources 

CDC 

BEI 


Sub-Total Foreign Equity... 

LOCAL INVESTORS
 

HUBCO's Convertible Bonds 

MCB/ANZ 

NDFC 


Sub-Total Local Equity.. 

Total Equity: 

GRANT: French Govt 

DEBT:
 

FOREIGN: 

Commonwealth Dev Corp 

Total Status of Financing Plan 

Financing __Indicated by HUBCO 

22 	 The Controller of Capital Issues (CCI) letter dated May 13, 1992 for Rs.78million & CCI latter dated June 18. 1992 for Rs.497 million (offered value
of shares) has been made available by HUBCO (equivalent US$22.5).
These are letters of in principie consents issued by CCI to HUBCO (for
details refer to 6.O2(a). 

56 	 Corporate guarantees have been provided by HUBCO for Equity
participation by Mitsui. IHI. Xenel. BEland K&M. These guarantees were 
provided in July 1992. 

118 CWLB via its letter dated July 14, 1992 has confirmed to use reasonable 
endeavours to raise US$118 million. 

50 	 Baraka Resources has furnished a letter of support where by they have 
confirmed to use reasonable endeavours to raise US$50 million.
 

b 
 CDC has extended their offer of equity investment amounting to Rs 100million via their letter dated September 10. 1992. Documentation is to be 
executed before December 31, 1992. 

20 	 BEI via there letter of July 9. 1992 has 	 confirmed to use reasonable 
endeavours to raise US$20 million equivalent. 

271 

8o 
 Underwriting agreement relating to Rupee-denominated equity initially tobe 
raised through issuance of Securities Convertible into shares has been
signed between Hubco, MCB and ANZ Grindlays on October 1. 1992Management agreement which defines the Securities Convertible into 
shares, however, has not been signed as yet,
 

20 
 NDFC, via its letter of August 3. 1992. has communicated its interest in 
equity participation forthe Hub River Power Project. 

100
 

371 

1 French Government Grant for Soil Investigation. 

48 	 CDC has extended its (12 million commitment to HUBCO via their letter of
September 10. 1992. In addition to this COC is willing 	 to consider afurther loan of £13 million to HUBCO (letter dated 31. July 1992). No
further communication has been received with respect to the additional 
£13 million which was under consideration by CDC. 

Committed In UK£ 

K!
 



Total 
Financing 

Status of Financing Plan 
Indicated by HUBCO 

MITI 70 Miti has shown theirinterest to extend the amount in Yen equivalent to 
US$70 million via letter dated October 28, 1991. 

SACE 180 SACE has issued a conditional commitment letter to issue export credit 
guarantee in Lira and ECUs in amount equivalent to US$180 million via 
their letter dated September 8,1992. 

COFACE 40 Coface has conditionally guaranteed an amount in French Franc equivalent 
to US$40 million via their letter dated January 16, 1992. 

PSEDF/ 
French Credit 

425 Conditional commitment letter for US$ 425 million issued to HUBCO 
(includes the French credit portion) after in-principal approval by the Board. 
A financial protocol of FFr 167.4 million was signed between GOP & the 
French Govt.. to finance flub Thermal Power Plant on 16th Jan. 1992. 

Commercial Bank 360 HUBCO has submitted a revised indicative term sheet of commercial banks 
dated September 24. 1992. HUBCO has submitted a revised mandate for 
US $360 million dated August 28. 1992. which has been accepted by 
commercial banks Final signed and negotiated term sheet will be issued 
before Financial Closure. Timetable for lull package has been set by 
commercial banks for 24 weeks from the award of mandates in September 
1,1992. 

Other 137 To be arranged. As per IIUBCO. discussions with Islamic financing sources 
and Asian Development Bank (ADB) indicate that financing may be 
arranged by rolling over about US$ 100 million provided for the mobilization 
payment by the Islamic Lenders and US$50 million from ADS private 
sector operations 

Sub-Total Foreign Debt 1.261 

LOCAL BANKS 

NDFC/BEL Consortium 120 NDFC/BEL has provided conditional Letter of Support dated October 1. 
1992 for US$120 million. The letter also provides indicative lines on 
which financing would be arranged 

Jahangir Siddiqui & Co 70 Jahangir Siddiqui & Co. (JSCI has issued a letter of participation dated July 
22. 1992 to HUBCO whereby they have shown their willingness to 
participate in arranging US$70 million equivalent, as a General Term 
Finance in Local Currency 

Others 18 To be arranged. 

Sub-Total Local Debt 208 

Total Debt 1.469 

Local Deposit Interest 9 To be earned during construction period 

TKC Escalation IDeferred 
paymentl 

33 TKC escalation is assumed to be self financed by the consortium during 
construction period 

TOTAL 1.882 



DISBURSEMENT 

PSEDF resources comprise loans and contributions from WB, Japan EXIMGovernment, Bank, USAID, the Italianthe French Government, Nordic Investment Bank and other cofinanciers. All the above contributorsto the PSEDF have their own procurement and disbursement guidelines and are shown in PED's Operations Manual. 

TIe WB and JEXIM funds are untied and are to be utilized through ICB or LIB procedures detailed in theWB's prociJrement and disbursement guidelines. All the other cofinancier contributions are tied funds, meaningprocurement has to be undertaken in the respective countries to qualify for disbursements. 

HUBCO has not yet provided or confirmed the finalized procurement matrix and the disbursement planThese details are essential and need to be made available to NDFC before mobilization advance release,same are as therequired for matching and synchronization of sources and applications of the PSEDF funds 
In terms of the procurement process undertaken for the TKC, revised up to June 30, 1992, (discussedin Chapter 9), and sources available within the PSEDF, the portions of the TKC qualifying and expected to qualifyfor funding under the PSEDF in US$ equivalents are: 

Ansaldo, Italy ICBI US $380 million under WB & JEXIM Funding 

Campenon Bernard US $ 30 million under French Government Funding 
IFrench procurement) 

In addition to funding needs for the TKC contract, HUBCO also requires funds for payment of insuranceexpenses, consultancy fees and charges, interest during construction, and fees and charges on the PSEDF loansHUBCO has not yet made arrangements for the IDC under the assumption that PSEDF interest would be rolledover. The GOP's decision is that 'the interest due on the loan extended by NDFCfinancial close. This would imply tnat the loan from NDFC 
to HUBCO would be rolled, till 

toM--4BCO would include an interest compo'eiit whichwould be covered for each co-financiers from the proceeds of the financing it makes available for the prolect." Theprofile of funding desired by HUBCO from PSEDF for different applications is presented in the following table 

PSEDF SOURCES US$ MILLION EQUIVALENT 

Beneficiary WB/JEXIM Italy France US Aid ODA
 
Ansaldo 
 126.8 50.0 

Campenon-
24.0 

Bernard
 

Consultants 
12.3 15.2

IDC 99.3 
 6.0 3.1 12.8
 
Fees & Charges 
 5.1 

4.6 2.0
 

Insurance 
 8.8
 

TOTALS 
 240.0 50.0 30.0 20.0 30.0 



SIZE AND ALLOCATION OF PROCEEDS: 

At present it is estimated by HUBCO that the sources and utilization of the mobilization advance would 
be as per tollowing table:. 

TABLE 
Mobilization Advan
Allocation of Proce

ce 
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3 26 90 

4 

6 

66 

68 

13 

0.6 

2t 

I 

92 

92 

6 
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i 6 

160 

80 

198 8 

NDFC anticipates that the above matrix may not be strictly followed. It is, estimated that the mobilization 
advance from PSEDF would be utilized as per table below and the balance amounts would come from AI-Ralh and 
cash equity 

(US Dollar in Million) 

For Ansaldo Porti
ICB 

on For 
Compenon 
Bernard 

Totals 

TKC value 388 191 

Amount Requirement as 68 30 98 
Mobilization Advance 

Sources of Funding 

PSEDF-Government of France 30 30 
(French Funding)
 

PSEDF-Government of Italy 50 50
 
(Italian Funding).
 

PSEDF-WB/JEXIM 18 18 

Total 98 



FRAMEWORK AND STRUCTURE OF SECURITY ARRANGEMENTS:
 

The framework heing discussed for the mobilization advance is diagrammatically presented and reviewed
 
below: 

SECURITYSECURrTY 	 SECURrTY 
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CONSTRUCTION CONSORTIUM 

TKC FREEZE 
START OF CONSTRUCTION 

a) 	 The amount raised from Islamic Lenders (ANZ/AI Rahi) would be against a guarantee from the 

GOP encashable on failure of HUBCO to achieve financial closure after 6 months from 

mobilization. 

b) 	 HRPG to invest fresh equity of US $ 15 million with GOP guaranteeing its repayment on failure 
of HUBCO to achieve financial closure and takeover ol the project by the GOP/NDFC. 

c) 	 The amounts to be raised through the PSEDF to be secured against a loan agreement with 

standard asset mortgage securities, assignment of TKC guarantees, pledge of all sponsors shares 
(HUBCO + HRPG) including the shares against amounts as at (b) above and the assignment of 
all agreements 



HUBCO Project Schedule Summary 

ACTIVITIES SCHEDULE DATES 

Ov Unit3 Unit 4
 

Release of Mobilization Advance DEC. 92
 

Effective Date of Construction DEC. 92
 
Contract
 

Completion of Soil Investigation MAY. 93 ..
 

Financial Close JUN. 93
 

Boiler Delivery Complete JUN-AUG. 94 ..
 

Boiler Foundation Complete JUN. 94 SEP. 94 DEC. 94 MAR 95
 

Stqrt of Boiler Erection JUL. 94 OCT. 94 JAN. 95 APR. 95 

Power House Foundation Complete -- AUG. 94 NOV. 94 FEB. 95 MAY 95 

Boiler Drum Lifting OCT 94 JAN 95 APR, 95 JUL 95 

Turbine Delivery Complete OCT-NOV. 94 .. 

Circulating Water System Complete MAR. 95 

Turbine on Base . DEC. 94 MAR. 95 JUN. 95 SEP. 95 

Boiler Hydro Test .- Mid MAR. 95 Mid JUN. 95 Mid SEP. 95 Mid DEC. 95 

WAPOA Interconnection Complete Mid JUL. 95 ... 

Fuel Pipeline Complete DEC. 95 .. 

Initial Firing Mid SEP. Mid DEC. Mid MAR. Mid JUN. 96
 

95 95 96
 

First Synchronization Mid NOV. Mid FEB. Mid MAY. Mid AUG. 96
 

Completion/Commercial NOV. 96 FEB. 96 MAY. 96 SEP. 96 NOV. 96
 
Operation
 

95 96 96
 



A ROUGH COMPARISON OF HAB PROJECT SOURCES AND USES 1988,1992.
 
MM == $ million
 

USES 


construction costs 

owners equity 

financing costs 

working capital 


TOTAL 


SOURCES
 

equity 

debt 

income 


TOTAL 


Break-out of equity
 

offshore 

onshore 


Break-out of debt
 

offshore 

onshore 


TOTAL 


NDFC/PED loan 


Total FX 

Total Rupees ($ equivalent) 


TOTAL 


* Financial uses from PED 
difference of $112MM 

Nov 88 Jul 92 Wtk 

730MM 1021MM l 
45MM 82MM 
177MM 686MM 
27MM 34MM _L3 

979MM 1823MM 

243MM 368MM 
729MM 1343MM 

7MM 112MM* 

979MM 1823MM 

140MM 268MM 
103MM 100MM 

674MM 1120MM 
55MM 223MM 

112MM* 
979MM 1823MM 

294MM 420MM 

765MM 1388MM 
214MM 323MM 

112MM* 

979MM 1823MM 

figures two weeks apart, thus a 


